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Preface
The year 2016 is the 20th anniversary of Poland’s membership in the OECD. During this time, Poland has shown impressive economic growth and improvement in well-being. Poland was one of the few OECD countries in which growth remained positive during the financial crisis. While growth has rebounded from the abrupt slowdown in 2012-13, Poland’s low employment rate hinders prospects for future growth going forward. Like its peers in the OECD, Poland is grappling with how to create jobs in sufficient quantities and of sufficient quality to move towards a path of strong and resilient growth. 
Over recent years, the work of the OECD LEED Programme on Designing Local Skills Strategies, Building Flexibility and Accountability into Local Employment Services, Breaking out of Policy Silos, Leveraging Training and Skills Development in SMEs, and Skills for Competitiveness has demonstrated that local strategies to boost skills and job creation require the participation of many different actors across employment, training, economic development, and social welfare portfolios. Employers, unions and the non-profit sector are also key partners in ensuring that education and training programmes provide the skills needed in the labour markets of today and the future.
The OECD Reviews on Local Job Creation deliver evidence-based and practical recommendations on how to better support employment and economic development at the local level. This report builds on sub-national data analysis and consultations at the national level and with local stakeholders in two case study areas. It provides a comparative framework to understand the role of the local level in contributing to more and better quality jobs. The report can help national, regional and local policy makers in Poland build effective and sustainable partnerships at the local level, which join-up efforts and achieve stronger outcomes. Co-ordinated policies can help workers find suitable jobs, while also stimulating entrepreneurship and productivity, which increases the quality of life and prosperity within a community as well as throughout the country. 
I would like to warmly thank the Ministry of Economic Development for their active participation and support of the study, as well as the Ministry of Family, Labour and Social Policy for their ongoing contributions.
[image: graphic]
Mari Kiviniemi,
Deputy Secretary-General, OECD

Foreword
This review was undertaken by the Local Economic and Employment Development (LEED) Programme of the Organisation for Economic Co-operation and Development (OECD) as part of a project undertaken in co-operation with the Ministry of Economic Development, and with the support of the Ministry of Family, Labour and Social Policy. This project is part of the OECD LEED programme of work under the leadership of Sylvain Giguère.
The principal authors are Piotr Stronkowski (independent consultant), Anna Rubin (Policy Analyst, OECD) and Jonathan Barr (Policy Analyst, OECD). The authors would like to thank MichelaMeghnagi, Angela Attrey, and Pierre Georgin for their work on the data analysis, as well as François Iglesias, Barbara Cachova, and other colleagues in the OECD LEED Programme for their assistance with this project. 
The authors would also like to acknowledge the valuable contributions of Prof. Steve Johnson (University of Hull) for his participation on the project study visit as well as Joanna Obarymska-Dzierzgwa, Przemyslaw Herman (Ministry of Economic Development) and Ewa Rastenska (Ministryof Family, Labour and Social Policy) for their participation in this project.
Finally, special thanks are given to the national and local representatives who participated in the project interviews and roundtables, and provided documentation and comments critical to the production of the report. 

Reader’s guide
The Local Job Creation project involves a series of country reviews in Australia, Belgium (Flanders), Canada, Czech Republic, France, Ireland, Israel, Italy (Autonomous Province of Trento), Korea, Poland, Slovenia, Sweden, Turkey, the United Kingdom and the United States (California and Michigan). The key stages of each review are summarised in Box1.
Box 1. Summary of the OECD LEED Local Job Creation Project Methodology
	Analyse available data to understand the key labour market challenges facing the country in the context of the economic recovery and apply an OECD LEED diagnostic tool which seeks to assess the balance between the supply and demand for skills at the local level.

	Map the current policy framework for local job creation in the country.

	Apply the local job creation dashboard, developed by the OECD LEED Programme (Froy etal, 2010) to measure the relative strengths and weaknesses of local employment and training agencies in contributing to job creation.

	Distribute an electronic questionnaire to local labour offices (poviat labour offices in Poland) to gather information on how they work with other stakeholders to support local job creation policies.

	Conduct an OECD study visit, where local and national roundtables with a diverse range of stakeholders are held to discuss the results and refine the findings and recommendations.

	Contribute to policy development in the reviewed country by proposing policy options to overcome barriers, illustrated by selected good practice initiatives from other OECD countries.



While furthering the recovery from the economic crisis remains a focus of policy-makers, there is a need for both short-term and longer-term actions to ensure sustainable economic growth. In response to this issue, the OECD LEED Programme has developed a set of thematic areas on which local stakeholders and employment and training agencies can focus efforts. These include:
	Better aligning policies and programmes to local economic development challenges and opportunities;

	Adding value through skills: Creating an adaptable skilled labour force and supporting employment progression and skills upgrading;

	Targeting policy to local employment sectors and investing in quality jobs, including gearing education and training to emerging local growth sectors and responding to global trends, while working with employers on skills utilisation and productivity; and,

	Being inclusive to ensure that all actual and potential members of the labour force can contribute to future economic growth. 


Local Job Creation Dashboard
As part of the project, the LEED Programme has drawn on its previous research to develop a set of best practice priorities in each thematic area, which is used to assess local practice through the local job creation dashboard (see Box2). The dashboard enables national and local policy-makers to gain a stronger overview of the strengths and weaknesses of the current policy framework, whilst better prioritising future actions and resources. A value between 1 (low) to 5 (high) is assigned to each of the four priority areas corresponding to the relative strengths and weaknesses of local policy approaches based on best practices in other OECD countries.
Box 2. Local Job Creation Dashboard
Better aligning policies and programmes to local economic development
	1.1.	Flexibility in the delivery of employment and vocational training policies

	1.2.	Capacities within employment and VET sectors

	1.3.	Policy co-ordination, policy integration and co-operation with other sectors

	1.4.	Evidence based policy making


Adding value through skills
	2.1.	Flexible training open to all in a broad range of sectors

	2.2.	Working with employers on training 

	2.3.	Matching people to jobs and facilitating progression

	2.4.	Joined up approaches to skills


Targeting policy to local employment sectors and investing in quality jobs
	3.1.	Relevance of provision to important local employment sectors and global trends and challenges

	3.2.	Working with employers on skills utilisation and productivity

	3.3.	Promotion of skills for entrepreneurship 

	3.4.	Promoting quality jobs through local economic development


Being inclusive
	4.1.	Employment and training programmes geared to local “at-risk” groups

	4.2.	Childcare and family friendly policies to support women’s participation in employment

	4.3.	Tackling youth unemployment

	4.4.	Openness to immigration



The approach for Poland
This study has looked at the range of institutions and bodies involved in workforce and skills development in Poland. In-depth analysis based on document reviews and interviews with key stakeholders was undertaken to look at local employment and economic development activities in two geographic regions: 
	the Radomski sub-region; and 

	the Poznań sub-region.


In each case study area, interviews were conducted with a wide set of stakeholders. An electronic questionnaire was also sent to managers of poviat labour offices across Poland, which requested information on their management, capacities, and activities. The questionnaire was administrated during the summer of 2015 and the results are based on 208 valid responses (see Appendix A). In July 2015, local roundtables were held in each of the case study areas and at the national level to discuss the findings and recommendations. These meetings brought together a range of stakeholders, including relevant department officials in the fields of employment, economic development, and training; employers; and other local community and social development organisations. 
References
Froy, F., S. Giguère and E. Travkina (2010), Local Job Creation: Project Methodology, OECD Local Economic and Employment Development (LEED), OECD, Paris, www.oecd.org/cfe/leed/Local%20Job%20Creation %20Methodology_27%20February.pdf.


Abbreviations and acronyms
ESF
European Social Fund


Gmina
Community/municipality 


IVET
Initial vocational education and training


LCO
Qualifying vocational course


LEED
Local Economic and Employment Development Programme


OECD
Organisation for Economic Co-operation and Development


NQF
National Qualification Framework 


MLSP
Ministry of Labour and Social Policy (now Ministry of Family, Labour and Social Policy)


PAI
Activation and Integration Programme


PES
Public employment services


Poviat
County level of government 


PQF
Polish Qualifications Framework


SEZ
Special economic zone


VET
Vocational education and training


Voivodeship
Regional level of government 


ZUS
Social Insurance Institution 



Executive summary
Since 2000, Poland has steadily caught up with the EU15 in terms of GDP-per-capita and is one of the few OECD countries where growth remained positive during the financial crisis. However, in 2012-13 the economy abruptly slowed down, and employment remains a major structural weakness. Poland has a particularly low employment rate, and ranks poorly compared to other OECD countries on measures of job quality, such as wages and overall job security. 
The OECD Local Economic and Employment Development (LEED) programme has developed its reviews on Local Job Creation as an international comparative study to examine the contribution of local labour market policy to boosting quality employment and productivity. To help Poland respond to the challenges it faces, the review has looked at a range of institutions and bodies involved in employment and skills policies. In addition to reviewing national policies, in-depth work was undertaken in the first half of 2016 in two Polish sub-regions to assess implementation and service delivery capacity: the city of Poznań and the Radomski sub-region. 
Overall, the review found that while many of the necessary mechanisms are in place in Poland to allow local actors to tailor policies to local needs, these mechanisms are often undermined by low capacity and lack of strong “conveners” to bring together public actors with employers to form partnerships for better employment and job creation outcomes. However, successful examples of how stakeholders have overcome these barriers can be found, and initiatives such as the National Training Fund and the establishment of sector councils offer promise going forward. The following key conclusions and recommendations are intended to help build and expand on the recent and ongoing reforms to strengthen the role of local actors in boosting job creation. 
Key conclusions and recommendations
Better aligning programmes and policies to local economic development
	Carefully monitor the reforms to the public employment service (PES) and adjust as necessary to prevent unintended consequences. In particular, attention should be paid to the new system of performance management to reduce incentives to “game” the system (e.g. through creaming), and to create mechanisms to adjust performance metrics based on local conditions and priorities. 

	Improve local co-ordination of employment and skills policies and programmes. Local labour market councils play this role to some degree, but in many cases, lack the capacity, strategic leadership and/or statutory authority to effectively bring together and guide the various actors. 

	Increase the availability and use of data at the sub-national level and build a stronger evaluation culture. Strengthening the capacities and methodologies used by the Regional Labour Market Observatories, using longer-term outcomes to measure the success of labour market programmes, better leveraging data available through Social Insurance Institutions, and enhancing the quality and use of evaluations can all contribute to improving the use of evidence. 


Adding value through skills
	Make the VET system more responsive to local labour market needs, including through better engagement of employers. A key gap identified was a misalignment between the VET system and local labour market needs. Increasing employer engagement at the strategic level (i.e. in steering local decision-making related to VET) as well as in the day-to-day practicalities of offering work-based learning opportunities could help to close this gap. 

	Expand offerings to improve basic skills. While there is a clear need to improve the level of basic skills in Poland, relatively few programmes offer this type of training. Ensuring that VET and training institutions include more focus on improving basic and generic skills should be complemented by remediation courses to reach those already outside the training and education system. 


Targeting policy to local employment sectors and investing in quality jobs
	Focus on improving skills utilisation and work organisation. More attention has been recently paid to questions around job quality, but an overlooked aspect is considering how employers are using skills of those already employed. There may be opportunities for the public sector to use instruments such as the National Training Fund to engage more with employers around increasing the demand for and use of skills. 

	Promote economic development that is inclusive and contributes to the creation of quality jobs, including through more strategic use of public procurement. More consideration should be given to the quality of jobs created through economic development efforts, not just the quantity. Additionally, local authorities could use social clauses in public procurement to promote quality jobs and the inclusion of disadvantaged populations in the labour market.

	Ensure that adequate guidance and information on career pathways are available to both youth and adults, and that it is informed by local labour market assessments. Most study participants agreed that current career guidance provided to youth and adults is inadequate. Delivering high quality career guidance requires having dedicated and competent staff that have access to up-to-date information on both national and local labour markets. 


Being inclusive
	Address gaps in services for the most disadvantaged clients of the public employment service. While the introduction of a profiling mechanism as part of the PES reforms can help in targeting resources more strategically, in practice, its implementation has created a gap in services for the most disadvantaged clients. Focused attention should be paid to addressing this gap quickly.

	Improve access to child care services, particularly for children aged 0-3 years of age. Improving the overall availability and quality of child care has been identified by the government as a priority. The significant improvements in providing access to affordable care and quality services will need to be furthered.






Chapter 1. Policy context for employment and skills in Poland

This chapter provides an overview of Poland’s employment and skills system and the economic context. Poland was one of the few OECD countries where GDP growth remained positive during the financial crisis. While it experienced an abrupt slowdown in 2012, growth is now back on a solid path. Compared to other OECD countries, responsibility for labour market policies and vocational education and training are relatively decentralised, and important reforms have been implemented in both policy areas in recent years.



Economic and labour market trends

Since 2000, Poland has steadily caught up with the EU15 in terms of GDP-per-capita and was one of the few OECD countries where growth remained positive during the financial crisis. While growth abruptly slowed in 2012-13 due to a number of factors (a fall in public investment; weak external demand; and rising unemployment and fiscal consolidation that dampened household consumption) (OECD, 2014a), it is now back on a solid path (estimated to be 3.5% in 2016-17) (OECD, 2016a). 



Figure 1.1. GDP growth rate, OECD and Poland, 2006-14

[image: graphic]Source: OECD (2014b), “Aggregate National Accounts: Gross domestic product”, OECD National Accounts Statistics (database), http://dx.doi.org/10.1787/data-00001-en.



Poland’s unemployment and employment rates have improved in recent years, but labour market challenges persist (OECD, 2016a). At 63.0% in the third quarter of 2015 (OECD, 2016b), Poland’s employment rate ranks at the low end of OECD countries. The national unemployment rate slowly increased in the period between 2009 and 2013, although it has since started to decrease again. As of the third quarter of 2015, Poland’s unemployment rate was 7.4%, somewhat higher than the OECD average (6.7%) (OECD, 2016c). 

Poor labour market outcomes are particularly marked at both ends of the age spectrum. The labour force participation rate for workers aged 55 to 64 was 45.6% in 2014, compared to an OECD average of 60.5% (OECD, 2016d). At the other end of the age spectrum, youth unemployment increased from 20.7% in 2009 to 23.9% in 2014. This is significantly higher than the OECD average of 15% in 2014 (OECD, 2016e). There is wide regional variation in youth unemployment rates in the same year but even the lowest figure – Mazovia at 17.7% – is higher than the 2014 OECD average (OECD, 2016f).

There are also significant gender differences in employment rates: 69% of the male labour force was employed in Q3 2015 compared to 57% of the female labour force (OECD, 2016a). The OECD has identified poorly designed family and pension policies as key contributors to low female employment rates (OECD, 2014a).

Boosting employment prospects is critical given that Poland will be facing strong population shrinkage. It has low fertility rates and a quickly ageing population structure. Emigration also contributes to demographic change: in 2007 there were an estimated 2.3 million Polish citizens, or 6% of the total population, staying temporarily abroad, compared to 1.0 million in 2004 (OECD, 2014a). Additionally, compared to other OECD countries, Poland receives very few migrants each year, and is thus unable to offset these decreases in the labour supply with increased migration. 

Almost one quarter (22.2%) of people employed in Poland worked in the distributive trade, repairs, transport, accommodation and food service activities. Nearly the same share of employed (18.9%) worked in manufacturing, while 20.4% were employed by the public sector in 2014 (OECD, 2014c). Agriculture, forestry and fishing workers only comprised 11.4% of the total, although this is higher than in most OECD countries. These four sectors together give almost 73% of the total employment in Poland. 

Poland also has the highest rate of workers on temporary contracts in the European Union, which undermines productivity and well-being (OECD, 2016a). While difficult to measure, it is also worth noting that the size of the informal economy in Poland is probably high relative to other OECD countries (Andrews et al., 2011).

Finally, attainment of upper secondary and tertiary education has been steadily increasing in Poland. First-time graduation rates at the upper secondary level increased from 41% to 86% between 2005 and 2013, with Poland now having one of the highest upper secondary graduation rates in the OECD (OECD, 2015). However, PIAAC results show that Poland’s mean literacy and numeracy scores are low in comparison to other participating countries, although these results may be largely generational, as Poland’s scores are closer to the participating countries’ average for younger adults (16-24 year olds) (OECD, 2013). 




Overview of employment policies and programmes1


PES have a long history in Poland. After 1989, a system of public employment services was established with three operational levels: the national Labour Office, regional labour offices and poviat (local) labour offices. In 1999, Public Employment Services in Poland were decentralised. The National Labour Office was liquidated and some of its responsibilities were transferred to the Ministry of Labour and Social Policy. Poviat labour offices became part of local government at the district level (poviat), while regional labour offices became part of the regional government (voivodeship). As a result, there are now three level of PES in Poland: 


	Poviat labour offices – responsible for providing benefits to unemployed persons and implementing active labour market policy instruments;


	Regional labour offices – responsible for analysis, strategic planning, and services for specific groups; and 


	Ministry of Family, Labour and Social Policy – responsible for the legislative framework, national strategy, managing the Labour Fund, and financing active labour market policies. 




These three tiers are independent, with no hierarchical relationship between them. Local government is responsible for financing the operational costs of poviat labour offices, while benefits for the unemployed and active labour market policy measures are financed by the Labour Fund. This Fund is part of the national budget, which is distributed by the Ministry of Family, Labour and Social Policy to regional labour offices and then distributed to poviat labour offices. Labour market councils operate at each governance level, although they largely play an advisory role and their actual influence on programme and policy decisions varies. 

The 1999 reform gave more autonomy to poviat labour offices and more opportunities to coordinate actions related to the local labour market, as local authorities at the poviat level are also responsible for other policy areas relevant to the labour market (e.g. secondary education, including vocational education; more specialised social assistance services, including support for disabled persons). While this reform was intended to result in a higher level of co-ordination between labour market policies and other locally managed policy areas, not all local authorities have taken advantage of these opportunities. According to research conducted in 2008, a significant proportion of local authorities did not engage in solving labour market problems and treated PES as separate offices, not as an important element of a comprehensive development policy (MLSP, 2008).

The financial crisis brought about significant challenges for public employment services. The number of unemployed persons started to grow. At the same time, the Government decided to significantly reduce funds for active labour market policies due to fiscal constraints. This temporarily decreased the PES’ ability to respond to the crisis on the labour market. 

In 2012, the Ministry of Labour and Social Policy proposed significant reforms of the PES. The main objectives of the reform were to improve the effectiveness of active labour market policies; improve the quality of services provided by PES; and improve the targeting of active labour market policies. The reform was introduced in 2014, with the following main changes: 


	
The distribution of the Labour Fund will now partially depend on the effectiveness of labour offices. The effectiveness of the labour office was added as a new variable to the algorithm defining the allocation of financing from the Labour Fund.

Additionally, staff of poviat labour offices who achieve targets above the average for all labour offices will receive bonuses financed from the Labour Fund. Up to 2% of the Labour Fund will be allocated to this mechanism. There are three main indicators taken into account: 



	
	Number of client advisors working with the unemployed; 


	Effectiveness – percentage of unemployed taking part in active labour market policy measures and/or placed in employment; and


	Efficiency – the unit cost of active labour market policy instruments. 





	
Profiling to target support for the unemployed has been introduced. This measure was intended to help better target services. In this context, it is worth noting that a large concern in Poland is that some people registered as unemployed are in fact not really interested in actual assistance.2 In an internal publication, the MLSP estimates that such persons account for 30-40% of all registered unemployed. As a result – according to the Ministry of Family, Labour and Social Policy – labour offices devote insufficient resources to working with an improperly defined target group (MLSP, 2014). Therefore, three profiles were introduced to better target active labour market policies. These profiles were based on two variables: availability of the unemployed for work and distance of the unemployed from the labour market.


	Profile I – a person close to the labour market and ready to return to work;


	Profile II – an average willingness to work and an average distance away from the labour market; and


	Profile III – persons far away from the labour market or not ready to become employed.




Profile I persons are perceived as not needing intensive support and able to solve their problems alone or with limited, basic assistance. Therefore, their support is limited to job placement, career counselling and selected labour market services. Reducing support for this group decreases the negative effect of dead-weight (providing assistance to those who would manage to find a job without support). 

Persons assigned to the second profile are acknowledged as the key clients of labour offices – persons for whom it would be difficult to become employed on their own, but are motivated enough to change their situation. In other words, the services and labour market instruments are particularly beneficial for them. 

Profile III – distant from the labour market – represents persons whose problems are serious and complex and cannot be solely addressed by the labour office. These persons may need more intense and long-term support (e.g. counselling and support). Labour offices may not have the tools or resources to carry out this type of intensive and personalised support. Therefore, the activation of these persons is outsourced to external groups (employment agencies, social assistance centres or NGOs) working within the framework of a new instrument: the Activation and Integration Programme (PAI).



	
Outsourcing activation services. From a legal point of view, poviat labour offices have been able to outsource activation measures for many years, but the regulation has not been applied. This is mostly due to a lack of interest on the part of poviat labour offices, as well as the unattractive contractual terms for potential service providers. Currently, according to the amendment to the law, outsourcing is able to take place at the regional level. The remuneration for the contractor depends on its performance (number of unemployed placed in jobs and employment retention rates).

The new regulation on outsourcing is intended to improve the effectiveness of employment services (based on the assumption that specialised institutions are more effective at working with the “most difficult” cases), as well as strengthening regional partnerships. It should promote better co-ordination of activities for the unemployed in the region.



	Changed organisation of work in poviat labour offices. This includes the introduction of a new position: a client advisor who is responsible for managing the whole process of activating the unemployed. A similar mechanism was created for employers through the introduction of an institutional client advisor position. 


	National Training Fund. This fund is a new instrument (financed by the Labour Fund), that supports the development of employees’ skills. The instrument is addressed to small and medium enterprises. During 2014-15, this support will be targeted to employees over 45 years of age.


	New instruments of active labour market policies. The new legislation introduced a number of new instruments, widening the scope of services provided by PES. 




It is too early to assess the results of the reforms, although some elements have been already discussed. More in-depth analyses of particular elements of the reform are presented in a further section of this report. It is worth mentioning here, however, that the most controversial change is the profiling. This mechanism, designed by the Ministry of Family, Labour and Social Policy, significantly reduces the autonomy and flexibility of the professionals at poviat labour offices. This results in increased resistance to the change. Another controversy concerns the third profile – even though it was assumed that assistance centres would provide services to...
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