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Creating labor markets is surely the most
problematic task for an economic transition,
Borrowing jargon, as a “productive imput” labor
is costly, difficult to mobilize and transport when
and where needed, likely to express disagree-
ments and grievances in counter-productive
ways, and ultimately capable of sabotaging pro-
duction. In East Central Europe, moving from
“plan 1o market” 15 often perceived as a transi-
tion from “bad plans to no plan.” Moreover, if
labor is threatened, an immediate response is 1o
exercise democratic rights as citizens, irrespec-
tive of economic rationality, It 1s not coinciden-
tal that the only country in the region to have
maintained a stable, liberal povernment since
the outset of transition, is the Czech Republic,
with phenomenally low unemployment and very
little economic restrucluring.

The central issues explored in this paper
involve changes in the labor force: labor force
participation, the level of unemployment and
private sector cxpansion. The data are based
on published and unpublished counts and ac-
counts about varations in these rates over time,
Although the data are specific to Poland be-
tween 1992 and 1996, the observations apply
rather generally throughout the region. Three
questions are central, To what extent can we
rely on the various statistical estimates of labor

force hehavior? If data are inconsisient or con-
tradictory, what should we infer about employ-
ment rends? Finally, do these patterns have
implications or suggest policies for dealing with
labor force issues?

The Socialist Labor Force

Traditionally, labor force participation in
Central and Eastern Europe was considered
quite high, at least by the standards of western
market economies. All able-bodied adults were
presumed to be in the labor force, except for
students, pensioners, or people sometimes re-
ferred 1o as “social parasites.” Meither marriage
nof motherhood was a serious impediment —
nor & legitimate and accepted alternative — to
full-time work; moreover, extended leaves of
ghsence for illness or maternity, did not entail
leaving the labor force or losing a job, Provi-
sions for job sccurity meant that positions
could wsually be kept whether the person ok
a leave for illness, harvesting, family reasons,
or some other purpose. Students moved be-
tween schooling, training and employment with-
oul missing a beat, at least in theory. Jlobs
were obligatory but plentiful; since wages were
very low, labor shortages were endemic, Under-
employment was, of course, widespread al-
though never officially acknowledged; the domi-
nant ideclogy stressed full employment and
deviations in work habits or style were gener-
ally overlooked. Retirements were carly, but untl
retirement, virually everyone was employed.
Except for independent farmers, which was some-
thing of a Polish anomaly, entering the labor
force was the primary meaning of citizenship
under socialism, as both a responsibility and a
source of rewards. Conceptually, the labor force
was an all-encompassing, inclusive category.
Employment was not based on individual choice,
and unemployment was certainly nol an option.
Eligibility for social benefits, bonuses, vacation
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time, medical care and sick leave were typically
managed by and through the workplace. Work
represenied an affiliation with a particular insti-
tution, a title with a certain status, perquisites
and claims on resources; but it was neither a
competitive arena nor a marketplace to barter
job skills for mcome  (Domnaski and Heyns,
1995; Slay, 1994),

Labor force patterns differ, of course, across
countries and cultures, but state socialism op-
erated as an alwgether unique system. Conse-
guently, household budget surveys, which were
the dominant source of information on both the
labor force and standards of living, did not ask
about labor force participation: iU was assumed,
Mor did socialist governments worry much
about hours of work or the amount of time spent
at the workplace. Questions referred 1o precise
job titles, 1o sources and amount of livelihood,
and to all manner of household expenditures.
Detailed occupation and industry data were col-
lected for emploved persons, but individual eam-
ings or hourly wages for a specific job were not
asked. Income, as well as consumer expendi-
tures were assigned to the household, rather
than an individual. Amention focused on the
main source of livelihood; second jobs, al-
though recorded, were underreported.? But the
mast important point is that the very logic of
questionnaire design presumed a household
that consisted of diverse, fully-employed mem-
bers collectively earning a living,

Contemporary labor force statistics involve
a very different logic. Labor force participation
is assumed o be a choice, One is in the labor
force if one holds a job or worked for pay at
legst one hour during the proceeding week, or
if one looked for work and was prepared o ac-
cept a job if offered. Participation in the labor
force is voluntary, while income is the result of
“selling” units of labor or hours of work to an
employer for a wage. The important questions
concern the “price” of a unit of labor and the
worker’s acceptance (or “reservation wage”).
Meither are taken for granted when a labor mar-
ket prevails.

Different culiural conceptions of the mean-
ing of work imply very different measurement
strategies for assessing labor force behavior, In
particular, if all activities are freely chosen, it is
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more difficult to distinguish “work™ from “non-
work,” except by ime or place. Employment and
unemployment are fundamental concepts thai
shape identities and dictate particular re-
sponses; subjective factors and personal deci-
sions play a large role. Unemployment is still a
new phenomena in post-Communist Poland,
and one suspects that it is not vet well under-
stood, even by those who experience it. Losing
a job clearly means different things to an inde-
pendent farmer than to an engineer. If a state
enterprise gives a large number of workers shon
hours or extended unpaid leave, are these work-
ers unemployed? When emporary employses
are laid off or moonlight in the private sector,
should they be considered unemployed? If peas-
ani-waorkers return to their farms afier being let
go, should they qualify for benefits? In a great
many cases, the ling between lemporary and
permanent positions or between moonlighting
and an active job search is extremely fine. Work
clearly consists of a continuum of activities
bazed on time and effort, vet official definitions
create an artificial dichotomy that makes inter-
pretations difficult.

Unemployment is an equally problematic,
and perhaps even more nebulous concept, in-
volving stigma rather than choice. Definitions
and eligibility requirements for unemployment
benefits have changed numerous limes since
1989; these changes have had an impact on
registration and on self-reports. At an adminis-
trative level, the local agencies that collect data
on registration, also dispense information about
jobs and establish eligibility for benefits, These
agencies are recent organizational innovations,
with some degree of discretion regarding clas-
sifications, For all of these reasons, it is not
surprising that diverse sources of information
about the extent and duration of unemployment
yield diverse estimates.

The two principal methods of collecting
information about the labor force in Eastern
Europe are the official statistics collected by
regional offices on registration and benefits, and
the relatively recent Labour Force Surveys that
follow the standardized technigues and conven-
tions of the International Labour Organization
(ILO). In an effort to “modernize”™ or “weslern-
ize" data gathering, all of these countries have
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adopted and now rely on such surveys. West-
ern advisors and analysts typically have a great
deal more faith in them than in the official data,
both because the measures are familiar, and be-
cause they are assumed 1o be uncontaminated
by burcaucratic error, discretionary classifica-
tons, or a desire o misrepresent one's status
in order to collect benefits. The first question,
therefore, concerns the comparability of these
data sources. as measures labor force participa-
tion and employment over time.

Registration Statistics and Unemployment

Data for studying changes in the labor force
in post-Communist countries are typically drawn
from two sources: surveys and registration sta-
tistics. Regional and local offices have been
established o deal with job search and unem-
ployment records, and these agencies collect
and publish statistics on individuals register-
ing as unemployed. Labour Force Surveys, in
contrast, are designed to vield standardized sta-
tistics thal permil coOmparisons ACross countries
and time periods. Both unemployment offices
and labar force surveys are, of course, new n-
novalions in post-Communist countries, and
presumably both share some degree of error
due to start-up and administration. The differ-
ences between these two data sources, how-
ever, are very large and troubling (Coricelli,
1945,

In Poland, the first Labour Force Survey
was conducted in May 1992; prior o that time,
registration statistics were the only source of
information. Although in the aggregate, the size
and distribution of unemployment were similar,
different estimates emerged from the two
sources. Analysts expected these two estimates
to converge over time, as local and regional
registration offices became more systematic and
efficient in reporting statistics. Large and un-
settling discrepancies persist, however. In re-
cent years, the estimates of unemployment have
actually diverged.

Although carly surveys classified similar
percentages of the labor force as unemployed,
the problem was the degree of overlap with
registration figures. Roughly one-third of those
counted as unemployed en the Labour Force
Survey reported that they had not yet regis-

tered. As Coricelli and his colleagues (1995)
point out, this also implies that roughly one-
third of the population that registered as unem-
ployed with local offices would not have quali-
fied by ILO standards.

Discrepant results are difficult 1o resolve,
politically and economically, The first problem
concerns the question of why the registration
data are incomplete, and whether in fact one-
third of the unemployed do not register. The
second problem concerns why so many more
people are registered than would be classified
as unemployed if the relatively stringent ILO
criteria were applied. Both issues concern eligi-
bility for unemployment benefits, time spent in
any paid employment, and various subjective
factors, such as job search and the readiness
o accepl a position should one be available.
The first problem concerns hidden unemploy-
ment, or the question of whether those not hath-
ering to register are really serious about look-
ing for & job, or represent discouraged, apa-
thetic workers. The second problem raises the
question of hidden employment, and the possi-
bility that many people are sull “working on the
black,” as in former times. Discrepancies as large
as those uncovered by these two data sources
leave ample room for speculation about the
“true” rates of employment or of unemployment,

Inconsistent estimates lead o unresolved
questions and little closure about either the
magnitude of a preblem, or the appropriate re-
sponse. Spiraling unemployment réquires some
response or political action; analysts differ, of
course, about what mix of active and passive
labor market policies are appropriate, as well as
the timing and scope of remedies. Liberals arc
disinclined to prolong subsidies or “make work,”
thus recreating the employment conditions of
state socialism; atl the same time, urgent and
immediate human needs have to be met. Newly-
installed governments must deal with the costs
of transition, while the benefits have yet to be
realized. A battery of new services, unemploy-
ment agencies, social safely nets, benefit
schemes, and statistical moniloring sysiems
must be established. Such policies are neces-
sary but enormously costly, both economically
and politically, since they neither enhance eco-
nomic growth nor build confidence in fledgling
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democratic regimes. To the populace at large,
unemployment statistics are a stark advertise-
ment of the failure of government policies, or
the failure of economic reform generally. When
westerners conclude that local data sources are
unreliable, and local people are acting in cor-
rupt and dishonest ways, these problems are
magnified.

Dizscrepancies between registration data
and survey statistics do not appear o be en-
tirely a consequence of definitions, whether
objective or subjective. For the purposes of the
registration data, to be classified as unemployed
a person must be capable of working and pre-
pared to accept a position; between the ages of
18 and 64 for a man, or 18 and 59 for a woman,
and have not yet acquired the right to an old
age pension, neither the owner nor possessor
of a farm, nor the spouse of a farm owner; and
not engaged in any other economic activity
subject 1o social insurance (GUS 1994). For the
purposes of the quarterly Labour Force Survey,
the person must be aged 15-64, without a job,
searching for work, and prepared to accept a
position should one be offered; if a person
worked for pay for even one hour during the
preceding week, however, they are not counted
as unemployed. Hence, although the Labour
Force Survey covers the entire civilian labor
force, including farmers and agricultural work-
ers, in practice unemployment in rural areas and
among young people tends to be underestimated
because casual or pari-time work are excluded
(Witkowski, 1993).

Since only persons registered for unem-
ployment are eligible for benefits, there is obwi-
ously an incentive to register; however, regula-
tions governing eligibility have changed over
time, and with them the patterns of registration,
The programs established at the outset of eco-
nomic ransition were quite generous in relative
terms, bul as the financial costs have grown,
benefits have been both reduced and subject
to new restrictions. In 1990, for example, an
unemployed person of working age had 1o be
employed for no more than 180 days during the
preceding year to qualify for benefits that ap-
proximated previous salary. In contrast, the
Dctober 1991 legislation set the level of unem-
ployment compensation at a fixed rate of 36%
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of the average national wage irrespective of prior
earnings, and limited benefits to twelve months
duration. Those without prior employment, pri-
marily students, were not eligible until age 18,
although this was amended later for the gradu-
ates of certain kinds of vocational programs or
terminal education. Students and graduates over
18 were initially allowed to register as soon as
the school term ended, thus dramatically in-
creasing summer unemployment. Then, siu-
dents were ruled ineligible for a period of
maonths; later, as various retraining programs
were introduced, certain educational categories
were exempt from these regulations, in order 1o
encourage attendance among the wnemployed
before their benefits were exhausted. Pension-
ers were initially allowed o work pan-tme, with-
out jeopardizing their pensions; later, restric-
tions were imposed and state enterprises were
subject to special taxes for employing “over-
apge™ workers. In November 1992, benefits were
extended 1o eighteen months in regions with
especially high unemployment; in July 1993,
amendments were introduced limiling compen-
sation in the case of mass layoffs. These vacil-
lations in policy reflect the political and social
dilemmas posed by unemployment in post-Com-
munist couniries.

Employment data both mirror the system in
place and provide the information needed o
evaluate how it is working. In cerlain respects,
Labour Force Surveys are no doubt superior 1o
registration data; at the least they are independ-
ent of political interference and for international
comparisons, such data are indispensable, Size-
able discrepancies in estimated rates of unem-
ployment shape both labor market policy and
public opinion, even when composite trends ane
quite similar. Registration rates yield results more
similar to Labour Force Surveys when part-time
and temporary work i$ included (Boeri, 1994).
Long term unemployment, however, appears to
be growing much faster than expected; although
the proportion of the unemployed actually reg-
istered has increased, discrepancies have also
grown over time. Inaccurate data make it diffi-
cult to analyze the causes or consequences of
economic change.

If the problem is sloppy and inexperienced
employment agencies, one would expect
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discrepancies to converge over time; they have
increased. If the major source of unemployment
is economic restructuring, one would expect
unemployment to decling with time. In Poland,
unemployment has reached a plateau, stabiliz-
ing rather than falling. Equally, restructuring
should produce rates of unemployment that
vary dramatically by region, as well as by in-
dustry, age, and type of job. Confronted with
falling dernand and hard — or at least “harder”™
— budgel constrainis, slate enterprises have
changed their employment policies. However,
mast of the change involves training and hiring
practices, not firing redundant laborers. Initially,
stale firms shed labor largely through atirition
and early retirements, rather than mass lay-offs,
quite aparl from profits or productivity. Very
few enterprises have been liquidated entirely; a
great many seem reluctant to give up “hoard-
ing" labor or protecting jobs, Equally, workers
appear to be risk adverse, preferring secure state
jobs to new opportunities in the private sector,
Unemployment — like private sector activity
generally — is larger among school leavers and
new entrants to the labor force. Although one
can account for some of the observed differ-
ences in employment, one would stll like w
know why there is so little overlap between
survey respondents who are unemployed and
those counted because they register. Given di-
verging estimates of unemployment, neither
confusion among respondents nor administra-
tive bungling seem likely. If registration figures
are inflated because many people hope 1o col-
lect unemployment benefits, one would expect
registration rates 1o decline sharply as the un-
employed exhaust their allotted benefits. But if
rates differ because of definitions and criteria
for classifying people as unemployed, clarify-
ing these differences should help in interpret-
ing rates.

The Household Budget Survey includes
several questions regarding unemployment in
the household. Moreover, data for each unem-
ployed person in the family is collected regard-
ing registration, the number of weeks of
unemployment, and the amount of benefits re-
ceived during the preceding month, These indi-
vidual-level statistics can be compared over time
for the matched samples, and they can provide

baseline estimates for comparison with other
sources. Although sample attrition is somewhat
problematic among the unemployed, longituwdi-
nal data provide independent estimates of job-
lessness and the length of unemployment
spells. The next two sections review the use of
Houschold Budget Surveys in resolving dis-
crepant findings.

Labor Ferce Participation

A first attempt to resolve discrepancies
about the labor force involved calculating dis-
tributions of labor force activity by age. Em-
ployment and unemployment rates are, after all,
age-specific indices, with the size of the labor
force constituting the denominator of the rate.
Labour Force Surveys sample from a popula-
tion between the ages of 15 and 64. In Poland,
the labor force consists of women between the
ages of eighteen and sixty, and men between
the ages of eighteen and sixty-five. A worker is
not entitled to unemployment benefits outside
these age limits, At the age of 60 or 65, onc
gualifies for an old-age pension, depending on
how long one has worked. After the age of 55,
howewver, most people can gualify for a pen-
sion, Less than one-fourth of either men or
women surveyed are still working. It seems that
in Poland early retirements have become the
FICIETTL.

Table | presents labor force participation
rates for the wotal population over the age of
fifteen, and published by the Central Statistical
Office. The third and fourth columns were cal-
culated from Household Budget Surveys for
these years, with the total population aged 15-
64, cormesponding to the age criteria used by
the Labour Force Survey. Columns five and six
present the data published data from the OECD-
CCET data, based on Labour Force Surveys.
The differences between the rates based on dif-
ferent data sources are clearly larger than those
based on different age groups. Irrespective of
age, the Labour Market Survey includes an ad-
ditional en or fifteen percent of the population
in the labor force that is omitted in the Polish
data. Although the rends for both labor force
participation and employment are similar, Labour
Force Surveys include a greal many more people.
The trends in labor force participation are
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Table 1: Labor Force Participation (LFP) and Employment Rates (ER) by Sex and Year Percentage in
the Population, Age 15-6d4
Gur Household Budget QECD-OCET
15+ Survey Labour Force Surveys

LFP ER LFP ER LEF ER
Muales
14992 0.0 &1.4 67.0 59.5 T6.9 67.2
1953 62.6 60.1 665 581 6.2 67.0
1994 67.00 S5H.B BA.2 57.5 T4.6 658
1995 665 585 65.2 5.5 T4 65T
Females
1992 54.2  46.0 54.1 0.0 6&.7 56.1
19493 536 4408 4.3 46.0 G0 6.0
1954 512 440 4.0 45.7 658 54.2
1995 1.1 4317 53.9 45.9 65.1 54,3
Toral
1992 61,7 513 0.3 53.0 T 61.7
1953 61,2 521 39.1 51.8 T1.3 Gl.6
1954 59.2 510 59.9 51.4 T3 0.2
1945 58.4 507 59.3 51.4 649, 0.4

Sowrce: Rocnik Starystyczmy, |9%6, Table 2. P 120

Colomn 1.2); OECD-CCRT data are from Shon-Team

Economic Indicators Tranisition Countries, 19%6 and 1997, (Column 4).

constant in Polish data; if anything, women have
increased their likelihood of working.? In contrast,
the rates of participation in the OECD-CCET
data suggest declining labor force participation
(Boeri, 1994).

Such differemt denominators should, of
course, produce very different rates of employ-
ment and unemployment. Surprisingly, however,
they do not. Table 2 presents the levels of em-
plovment and unemployment based on the size
of the labor force in registration data and in
Labour Force Surveys. Despite substantially
discrepant “economically active populations,”
overdl] rates are quite similar. This can only mean
that registration data undercount the number

of unemployed or that the Labour Force Sur-
veys overcount the employed.

In Foland, one of the most economically-
vulnerable groups is peasant-workers, If such a
person owns or possesses a farm, he or she is
not eligible to collect unemployment, even if
laid-off from a full-time job. The farm popula-
tion in Poland is much less likely 1o register for
unemployment, as we shall see. Equally, in the
Housechold Budget data, there were no pension-
ers collecting unemployment benefits, although
some were registered as unemployed, Pension-
ers are a large and increasing percentage of the
population in Poland; since quite a few are rela-
tively young, it is not surprising to find fairly

Table 2: Employment and Uncmployment as a Percentage of Labor Force by Year Percentage of the

Labor Force Employed and Unemployed, Age 15-64
FPublished Household Budger OECD-CCET
Rares Samples Labour Force Swrveys
Employed Linemployed Employed Unemplayed Employed  Unemployed
1992 5.7 4.3 7.9 121 5.7 14.3
1593 24.6 16.4 6.1 13.9 4.1 14.%
1994 4.0 16.0 5.9 14.1 6.0 13.%
15995 Ed.5 15.5 6.7 13.3 6.9 13.1

Sowrce: Rocanik Staiystyczny, 1996, Table 20, B 135 (Column | and 2); Household Budget Figores (Colomn 3 and
4) were adapted from Heyns (1995); 3) OECDCCET dafa are from Short-Term Economic Indicators: Transifion
Countries, 1996 and 1997, (Column 5 and §). These are from the fourth quarer (Movember) surveys in ench year
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substantial numbers working or seeking work,
However, legally and subjectively, they are not
“unemployed” even if they lose a job.

The largest difference between official data
and registration data concerns part-time work
and pension status, In Poland, pensioners can-
not collect unemployment and if they work more
than a specified number of hours, they risk los-
ing their pension; with many relatively young
retired persons, invalids, the disabled, or those
receiving survivor benefits, however, the pool
of casual and pari-time labor is very large. The
Labour Force Surveys include pensioners in the
labor force if they are working or looking for
work. Registration data does not. For the labor
force as a whole, about half of the pensioners
reported that they receive old-age benefits, pre-
sumably because they retired at the proper time,
while the other half receives a disability pen-
sion of some sort.

Considering that pensioners constitute one
fifth of the adult population in Poland, and ap-
proximately ten percent are farmers — these two
categories alone could account for many of the
“unregistered unemployed.” Meither group
would be considered fully “emploved™ by Polish
law, and neither group qualifies for unemploy-
ment compensation. Between 1992 and 1996, the
Household Budget Survey figures suggest that
more than one-third of the adult population
between 18 and 60 would be classified as pen-
sioners, farmers, dependents, or studenis in a
given vear. If these people either worked for
pay for one hour or more the preceding week or
actively sought work, it would account for the
lack of overlap between registration data and
the Labour Force Surveys, assuming absolutely
no one lied or cheated at the benefit office, Even
if not all Poles are completely honest, culting
unemployment benefits is not a reasonable strat-
egy for “punishing cheaters™ or “establishing
market discipline in the post-Communist labor
force,” both of which have been suggested as
desirable goals, It makes a great deal of sensc
I encourage part-lime or casual labor among
(hose without jobs, not to discourage it

Who Does (and Who Does Nov) Register ax
Unemployed?

Registration data are pertinent 1o explain-

ing the trends in unemployment reported by
official sources. Although both data sources
show that unemployment stopped increasing
in 1995, thres years into the Polish recovery,
Labour Force Surveys indicate a great deal more
volatility in unemployment than one finds in
either the Household Budget Surveys or the
registration data. Two questions are relevant 1o
registration and unemployment;

(1) Are those registered as unemployed
really looking for a job — and in need
of the benefits claimed?

2y  Are those who claim 1o be unem-
ployed and looking for a job really
without work, when they are not reg-
istered?

Between 1992 and 1995, the proportion of
the unemployed qualified for benefits declined
sharply, largely because the allotted time pe-
riod had elapsed. Perhaps those not registered
are now “discouraged workers” on the Labour
Force Surveys, which would explain the growth
in long-term unemployment. Or perhaps they
are actively seeking employment, but no longer
eligible for benefiis, in which case they would
be classified as unemployed. If the primary rea-
son people register 15 to collect unemployment,
one would expect the number registered 1o de-
cline over time, irrespective of actual employ-
ment,

Many people who are registered as unem-
ploved are apparently also working, or at leas
had worked for pay in the preceding week, This
criterion for being unemploved on the Labour
Force Surveys is, however, far more stringent
than that applied in unemployment offices,
where an unemployed person can work up to
half-time. Perhaps many people have found
ways of earning money independently of the
state and, although registered, are actually work-
ing “on the black.” Although no longer illegal,
unreporied or informal income implies that un-
employment is not as grave as official statistics
suggest. If one-third of those registered as un-
employed are actually working, as the Labour
Force Surveys suggest, perhaps employment
estimates are in error, particularly in the private
sector, The main problem for state policy might
then be tax evasion, rather than job creation or
unemployment benefits,



150

Trends in registration by year and during
unemployment spells of different lengths, pro-
vide indirect measures of work incentives, job
search, and perhaps levels of discouragement.
If registration is a function of benefits, the offi-
cial statistics may be most inaccurate for the
long term unemployed or those too discour-
aged to register, If “ransitional” unemployment
creates a class of people permanently without
jobs or any motivation to work, it would no
doubt be a more serious problem than the rather
brief period of time envisioned for economic
restructuring.

Table 3 gives the percentage of the unem-
ployed who are registered and the percentage
receiving benefits according to the Household
Budget Survey, by quarter, and the percentage
who received benefits according to the regis-
tration offices and the Labour Force Surveys.*

As these data indicate, a high proportion
of those reporting themselves as unemployed
are registered, and there is little discernable
trend between 1992 and 1995, If anything, rates
of registration have increased over time, rather
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than decreased, despite the fact that more than
half of all unemployed Poles have exhausied
their benefits. Moreover, the trend in the number
of persons registered and receiving benefits is
similar in both the official published statistics
and in the household budget data, although
the latter suggest that respondents are some-
what more likely to receive benefits than the
official statistics suggest, perhaps because un-
employment statistics are compiled at the end
of each three-month period, while the survey
results represent average figures for the whole
quarter. Although the numbers receiving ben-
efits have surely declined, the percentage of
people registering at local unemployment agen-
cies does not seem to have done so, at least
not yel. These data do not indicate that unem-
ployment statistics based on registration data
are likely to deteriorate markedly as eligibility
declines. Despite the fact that the majority of
regisiered, jobless people no longer receives
unemployment benefits, unemployed persons
continue to register in large numbers,

There is also some evidence on the question

Tahle 3: Percentage of the Unemployed Registered and Percentage Heceiving Benefits, by Quarter

Percentage af FPercentage Receiving Benefits
Dape Unemployed Howrehold Registration

Registered Budger Survey Ciffices’
Innuary-March, 1992 BR.E HE.B El.4 6.5 74,9
April-Jumne, 1992 96.2 95.2 6.9 86 4 70.7
Tuly-Seprember, 1992 955 917 0.5 4.9 615
Ocrober- December, 1992 al.6 035 T6.1 T5.4 52.3
lamaary-March, 1993 94.3 0zl 638 62 6 0.8
April-June, 1993 3.1 533 5493 6520 46 6
July-Seplember, 1903 927 4932 52.7 5313 455
Dctober-December, 1993 95.1 4952 556 57.3 48 3
January-March, 1994 6.1 56,0 60.3 56.2 48.4
April-June, 1994 6.0 96.5 G40 Gl.5 454
Tuly-September, 1994 a7.1 977 549 7.1 42.3
October- December, 1994 959 96.3 55.7 618 488
Tamwary-March, 1995 96.3 96.5 67.2 0.3 ilG
April-Jume, 1995 7.3 97.4 6.0 6.7 54.4
July-Sepiember, 1995 8.0 96.8 624 552 49,9
Octaber- December, 1995 259 6.1 67.5 4.5 57.6

' Sources: Berrobocte Hejestrowane w Polsce. [Registered Unemployment in Poland] Selected Dates, Glowny
Urzad Swatystyczny, Warsaw, 19935-1996; Short-Term Economic Indicators; Trangition Countries, Organisation
for Economnie Co-operation and Development, Centre for (Co-Operation with European Economies in Transi.

tion, [993-1997,

*Figures for the first and third quaner of 1992 were intetpolated from the published rates. Registration in
measured as a percentage of end-of-guaner onemployment.
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of who does not register for unemployment, The
patierns suggest that the length of time unem-
ploved plays a role but is not necessarily the
major factor. Women are more likely to be regis-
tered than men, despite higher rates and longer
spells of unemployment. There is clearly an in-
centive for ai least one unemployed person o
register in every household, if only because this
entitles everyone in the family to healih care
benefitz, Fifteen percent of all households have
two of more unemployed members, and the data
suggest that these families are less likely to
have every unemploved member registered. Men
seem less willing 1o register than women, per-
haps because more men are willing to accept
casual labor or menial jobs. Young people, even
those under 18 or sl in school, are more likely
to be registered than people close to retirement
age. Very few farmers report themselves unem-
ployed, but among those that do, only 81 per
cent bothered to register, compared (o 85 per
cent of the non-farm population. Those not reg-
istered tend to have been unemployed for
longer periods of time than those registered,
but one does not find a sharp drop-off after the
first year, as one might expect if losing benefits
were the most important reason for lewting reg-
istration lapse. Those not registered tend to live
in regions with relatively high levels of unem-
ployment, and in households in which at least
one other person is unemployed, These pat-
terns sugegest that registration persists because
health benefits and help with a job search are
as imporiant as unemployment compensation.
In general, the proportion registered tends to
be curvilinear with respect to the length of time
unemployed in both years, peaking among those
who have been out of work for three months.
If, as the Labour Force Survey implies, one-
third of the unemployed population is not reg-
istered, who are they? The patlerns over lime
suggest that benefits may not be the largest
factor; registration remains high despite declin-
ing eligibility. Those not registered according
to the Household Budget Survey appear 1o have
a more marginal attachment to work; they are
among the youngest and the oldest members
of the labor force, perhaps reflecting recent en-
try or imminent departure, as well as the fact
that students and pensioners have a difficult

time qualifying. The unregisiered are more likely
o live in villages and to be farmers or “help-
ers” on a family farm. We do not know, how-
ever, whether such families are self-sufficient or
barely surviving. Discourapement may play
some role in choosing not to register, but Polish
survey respondents are more likely to repon
work than non-work. [s the spread of casual
labor and shori-term employment contracts
signs of a vigorous new labor market or of the
failure of an economy to retain full-time jobs for
all workers? It is, of course, difficult 1o decide.
Self-perceptions are shaped by official defini-
tions, but it seems hkely that the official defini-
tions are those derived from unemployment of-
fices, rather than the defimtions developed for
Surveys. Thus far, the unemployed tend o reg-
ister and [0 remain regisiered irrespective of
benefits received, and despite the paucity of
vacancies lisied in many agencies. Although
benefits may provide some incentive o regis-
ter, losing benefits does not seem 1o be a disin-
centive. However discouraging the job search
may be, most people have apparently not quit
trying.

Unemployment Comparisens Over Time

Self-reported unemployment on the House-
hold Budget Survey yields rates that are guile
similar o those reported by the registration
offices, despite the survey imterview formal
Moreover, trends are remarkably similar. Such
patterns imply that local officials and agencies
are more important in construcling the meaning
of unemployment o the populace at large than
are ideological debates among advisors, which
is not a particularly surprising conclusion. At
the same time, the consistency of results sug-
gest that the Household Budget Surveys can
usefully be applied w the swudy of social
change. Unlike Labour Force Surveys, which
are one-shot cfforts, the Housshold Budger
Survey provides extensive information on a lon-
gitudinal panel of respondents. To date, mosi
of what has been learned about labor force
change under conditions of economic trans-
formation consists of analyses of employment
trends and static inflow-outflow pattems, The dy-
namics of ransition can illuminate many questions
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that we cannot yet answer (van de Walle, 1996).

What is increasingly clear is that unem-
ployment is not a “transitional phenomena.”
Market economies do not and seemingly can-
not produce full employment, even in times of
enormous economic growth, Although the pri-
vate sector has mushroomed in recenl years.
this growth has yet to reduce unemployment or
to produce more jobs. In Poland, expansions in
private sector employment have been recruited
from the state sector, rather than from the ranks
of the unemployed. The image of a labor force
that is “churning” rather than “transiting” is
ted 1o data and analyses possible with cross-
sectional data, rather than from longitudinal
analyses. If one wants to study change, one
must collect data over time,

For those who were unemploved during
the month in which their household participated
in the panel survey in 1992, it is possible to
ussess both the determinants of unemployment
and the sources of successful re-emplovment
one year later. In the matched sample, only 24
per cent were unambiguously employed one
year later; thess were equally divided between
public sector and private sector jobs. A small
number (6.5%) were farming, and 6.6 per cent
were self-employed or working as casual labor.
Those without jobs a year later were supported
by either their families (27.9%) or by the state
(23.5%). Less than one person in six (15.8%)
still received unemployment benefits, although
an additional 7,7% received some other form of
welfare, a pension, ar social benefits, Among
the population receiving unemployment ben-
efits, the vast majority had been unemployed
for less than a year; among the matched sam-
ple, over half were unemployed at both points
in time. Most of those collecting benefits at
both the initial and the second survey reported
the last unemployment spell was less than a
year, suggesting that some of them had worked
during the previous year, however briefly, and
thus still qualified for unemployment compen-
sation.®

Only 8,7 per cent of the unemployed left
the labor force, however, and these were evenly
divided between those who retired and those
who took maternity leave or switched to
welfare. These percentages are based on the
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sample of unemployed who could be matched
with 1993 data; 12,9 per cent could not be
matched or no longer lived in the same house-
hold. The number of unmatched cases is [airly
large, and unfortunately, we know nothing of
their economic fate; these people may have
formed a new household, died, or emigrated ei-
ther permanently or temporarily.®

Table 4 presents the detailed breakdown of
economic activities for the maiched sample
unemployed in 19492, Those who got jobs were
overwhelmingly urban; they also tended to
be male and less than thirty-five years of age.
Although the sample of unemployed people
working in 1993 is rather small, at least relative
to the full sample, it is worth looking in some
detail at the characieristics of those who were
successful in landing a job during the year.

There are three kinds of questions that need
to be addressed. First, descriptively, how do
successful job seekers differ from those who
left the labor force or remained unemploved?
Second, to what extent does job recruitment into
the private sector differ from recruitment into
the public sector. Although neither sector
seems effective at generating new jobs for the
unemployed at this point in ime, contrasting
the sectors can reveal processes at work. Fi-
nally, how do those without employment for
over a year support themselves and their fami-
lies? Are there reasons for arguing, as some
analysts have when confronted with the
spiraling costs of unemployment, that the dep-
rivations associated with joblessness are exag-
gerated, or that some unemployed people are
actually working? This issue raises the ques-
ton of whether one can hope that a burgeon-
ing private sector, with or without siate assist-
ance, will be able to provide jobs and opponu-
nities for the unemployed.

These gquestions are vital for both an un-
derstanding of the market transition, and for
the design of feasible social policy. Arguments
for more or less public attention to unemploy-
ment benefits and training could be based on a
conception of either individual or collective
needs, Unemployment surely does represent a
waste, of both human potential and social re-
sources. But it can be viewed as either a social
problem or an issue of efficiency. Prolonged
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Table 4: Employment and Unemploment Over Time: Dutcomes Aler One Year

Men Winman Toeal
For All Those Unemployment in 1992: 453 617 1.070 1001
(11 Lefi the Household - Mo match 59 79 138 12.9%
(2 Left the Labor Force 7 54 43 7%
Retire |6 26 42
Enroll in School b [ 11
Benefits (Maternity, welfare) 16 24 40
{3} In the Labore Force
Employment - Jobs 130 113 243 22 T
Private Sector T4 56 1340
Manual job 68 51 119
Mon-manual job & 5 11
Public Secior job 1] 57 113
Manual job a7 6 73
Mon-manual job 4 31 40
Self-Employment I 1 %
Casual work il I 51
Farm 34 16 70 6.5%
{4y Unemployed 155 31z 467 43.6%
Benefits a7 102 169
13 10 198

Family Dependent

unemployment can be devastating, (o the indi-
viduals involved, but also to fledgling democratic
regimes. If enduring, long term unemployment
is partly voluntary, however, one could con-
clude that little can be done; those remaining
jobless might be indolent or warped, the casu-
alties of either socialism or shock therapy, but
not a group that should absorh public atten-
ton or funds.

Secondly, post-Communist labor markets
are not well understood, and they appear o
operale in surprising ways, There is a diversity
of opinion about both how they function and
what public response is called for. Those who
argue that unemployment is largely a short-term
consequence of labor force adjusiments that are
both necessary and inevitable tend to advo-
cate limiting state involvement in labor marker
processes as much as possible. Even indiffer-
ence or draconian cuts in benefits might be jus-
tified, if the goal is to instill motivation and dis-
cipline in a lethargic, post-Communist work
force.

Finally, although those who managed 1o
find employment during the year are a minority,
the more we know about the determinants of
Minding new jobs in a new cconomic contexl,
the more we can knowledgeably make infer-
ences about the future. Comparing jobs and

recruitment processes in the private and public
sectors, or at least comparing successful candi-
dates for these jobs, can shed light on the dy-
namics of employment in both sectors.

The analytic strategy follows from these
ohjectives. The first set of questions is essen-
tally descriptive. The maiched sample of indi-
viduals includes close to 1,000 persons who
were unemployed in 1992, They differ from those
employed in 1992 in predictable ways: they are
vounger, less well-educated, less likely o live
in a large city, and maore likely to be women. On
average, they had been unemployed for thirty-
eight weeks at the time of the interview in 1992,
Twenty-five per cent had no previous work ex-
perience; among those who did, the narrow
majority (599 had worked in the public sector.

In order to compare employment, jobs, and
recruitment processes in the public and private
sector, separate regressions were run for the
full sample of unemployed persoms, and for
those who were working one vear later in any
capacity. For the full sample of wnemployed
[N=932), the log odds of working in any posi-
tion are contrasted with the log odds of getting
a real job, with age, sex, experience, Lown size,
and regional unemployment controlled. The sec-
ond comparison restricts the sample to those
who were working in 1993, and the contrast is
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between those with a job and those with a job
in the private sector. These four equations are
presented in Table 5.

Those who moved out of unemployment
differ from those who remained unemploved in
only two ways. They tend to be male and to
reside in regions with low unemployment. Mo
other variable in this model, or in several others
that were examined, significantly contributes o
an explanation of becoming employed. Among
both young and old, those with work experi-
ence and those without, and irrespective of
educational level, size of wown, or other indi-
vidual or household characteristics, lower rates
of unemployment mean fewer people compet-
ing for any opportunities that do exist. Full-
time jobs, in contrast, depend less on residence
af market alternatives.

Conclusion
The purpose of this paper has been to sum-
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marize several different measures of employment
and unemployment and to atempt 10 account
for the disparities that have been observed. |
have argued that despite standardized meas-
urement, Labour Force Surveys present a dis-
torted picture of “transitional™ unemployment.
In particular, pensioners appear 1o be employed
when working part-time and either unemployed
ar not in the labor force depending on whether
or not they are actively looking for a job. Since
labor force participation and self-reported un-
employment are (o some extent a function of
subjective judgements, this has the effect of
inflating the supply of labor and somewhat un-
derestimating unemployment. One could argue
that farmers looking for a job are unemployed.
or that pensioners with part-time positions are
in danger of becoming so; but these Poles do
not put themselves in this category and very
few if any are registered.

Long-term unemipdoyment 1s widehy recognized
as & more serious problem in the post-Communist

Table 5: Logistic Regression of Moving inie Employment, by Type, for Those Unemployed in 1992

TOTAL SAMPLE OF UNEMPLOYED [N 1992

Log Odds of Any Employment in 1993, [N=032]

Log Odds of job in 1993, [N=932]

2] SE Sig. B S.E Hig.

fex -d16 NEFR) 002 -.GRD 154 000

-.(W02 Rilir) 759 -.015 08 ati
Town Siee -.014 A48 63 - 194 53 000
Regional Usemploy T.288 1.371 Belv] =1.904 1.540 216
ment Rate
Mo Experience J235 80 A92 -.290 210 167
Constant 1.597 A4 450 92368 506
-2 Log Likelihood 1248.61 Rl 103341 00y
Model Chi-Squan: 40.71 000 1558 D0d
Goodnesa [ Fin *219.73 AS50 023,68 506

AMONG THOSE WITH ANY EMPLOYMENT. 1993

Lag Odds of Gentlag a job in 983, [N=484]

Log Oddr of Getting a Frivate Sector Job [N=484]

B SE Sig. B iE Rig.
Sex -GS 152 002 - B05 214 003
Aga -.019 010 051 -.030 012 a1z
Town Size - 182 067 00D -. 247 073 Nili]]
Regianal Unemplo- 4.44] 1.972 024 1685 2165 218
yment Rate
Mo Experience -.523 241 030 - 598 292 041
Constant -2 144 J&01 000 1.550 AT6 022
-2 Lomg Likelvood 534,23 433 541.00 026
Model Chi-Square 28,38 00 1161 Rl
Goodness of Fit A471.93 545 475,18 541
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labor force than in market economies. Most
analyses have relied on inflows to employment
and outflows from unemployment to demon-
strate this. The Household Budget Survey con-
firms this impression, based on longitudinal data
between 1992 and 1993, and suggests that the
problem is even larger than previously thought.
However, these results do not 2]l us if the prob-
lem 15 a dearth of jobs in certain regions or a
fatalistic and apathetic labor force. Most likely,
both are involved. Household Budget Surveys
do not indicate that cutting benefits to the long-
term unemployed will mean higher levels of
employment, however,

Finally, and most troubling, all of the data
imply that the major problem for transitional
economies is declining employment. Stabilizing
or even reducing unemployment has occurred
in Poland in the last year or two. Yet despite
this achievement, the employment rate contin-
ues o fall. Deapite substantial economic growth
and a burgeoning private sector, there were
fewer people employed in 1996 than in 1992,
Despite the fact thal many énlrepréneurs are
flourishing, it i not surprising that there are
more people who report that economic reforms
hawve hurt than have helped them. For an eco-
nomic transition (0 be judged successful, this
must change.

Motes

I. This research was funded by the National
Couwncil for Soviet and East European Research,
19492 - 199§,

2. The sources of livelihood include the following:
Manual and non-manwal work in the public or
privaie secior, self-employment and independent
professional work, home work and casual labor;
privaie or independent workers often listed other
family members as “helping” the self-employed
individual or farmer i they were nol otherwiss
employed. Farming was divided between private
and collective farms; pensioners were categorized
by whether they received retirement, disability
(renta), or farm pensions. Oiber categories of
state benefis are detalled. including rehabilitaton,
matermity, child support, welfare, unemployment,
scholarships, and other miscellaneous social ben-
efits. Chaldren and persons who were nedther cm-
ployed nor received state benefits were calego-
rized as “dependents.”

5. Corcelli. Hagemejer, and Rybinski (1995 &0)
remark im a footmote that the rates of labor force
participation caleulated from the Labour Force
Surveys suggest declining participation. while the

data from the Central Statistical Offige indicate
an increase. They cite labor force participation
rates based on the May 1992 Labour Force Sur-
vey of 614 per eemi (69.9% for men and 53.7%
for women). These figures relaie o those em-
ployed or unemployed as a proporiion of the full
sample, which consisis of all persons over the
ape of 15, howewer.

4. Registration statistics represent average umem-
ployment during the quarter compiled at the end
af the month. Household data are based om the
three-month averages for each guarter. Labour
Force Surveys are fielded in middle of easch quar-
ter, in February, May, August, and November of
ewery year, beginming in May 1992

5. It is not clear how stringenily the one-year limb

on wremployment benefits 15 enforced in Poland.
nor how the regional offices interpret and imple-
ment benefits 1o people whe lese a job more
tham once.

G, Maiching cases across years required a complex

algorithm and several dozen individual judgemsnis
abowt the match. For an individueal, 2 match was &
person of the same age (plus one year) and sex as
the person in the given houschold ia the previous
year, Imitial effors to moich individuals within
households, wsing the identification codes for ei-
ther the person or the person’s relahonship to
the head of howsehold, were much less accurate
than age and sex. largely because there individuals
were md assdigned the same person code in bath
years, but were categonzed by their relationship
to the head of the household. Moreover, the head
of household wos defined as the person making

lasgest contribution to household income, and
in over 30% ol the cases, this person changed
during the year. Moreowver, maching unemployesd
individuals, as ome might expect, was more diffi-
cult than matching employed persons, becauss
they were often away from home either tempo-
rarily or permanently. Accurate datz on the
number of waemploved (or for thal matter, em-
ployed) Poles who live outside Poland are nas
available, but estimates based on these data sug-
gesl a conservative figure might be berween twao

and five percent of the labor force.
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