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= About the OECD

The OECD is a unique forum where governments work together to address the economic, social and environmental challenges
of globalisation. The OECD is also at the forefront of efforts to understand and to help governments respond to new developments
and concerns, such as corporate governance, the information economy and the challenges of an ageing population. The
Organisation provides a setting where governments can compare policy experiences, seek answers to common problems, identify
good practice and work to co-ordinate domestic and international policies.

= About the OECD Centre for Entrepreneurship, SMEs, Regions and Cities

The Centre helps local, regional and national governments unleash the potential of entrepreneurs and small and medium-sized
enterprises, promote inclusive and sustainable regions and cities, boost local job creation and implement sound tourism policies.

= About this policy highlights

This booklet reproduces highlights from the Regional Economic Inactivity Trends in Poland report, which analyzes differences in
economic inactivity across Polish regions. The OECD report sheds light on the drivers of economic inactivity across Polish regions
and analyses them in light of both individual and structural factors associated with labour force participation. The report falls within
the Programme of Work of the OECD’s Local Employment and Economic Development Committee.

‘::;":::Té"c ;?;:;::T::;My The full book is accessible at
” Trends in Poland https://doi.org/10.1787/483a6a25-en.
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Karen Maguire | Head of the Local Employment, Skills and Social Innovation Division
OECD Centre for Entrepreneurship, SMEs, Regions and Cities
D1 Karen.Maguire@oecd.org

Lars Ludolph | Economist
OECD Centre for Entrepreneurship, SMEs, Regions and Cities
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Economic inactivity in Poland continues to be above the OECD average. Although economic inactivity
decreased 5 percentage points between 2000 and 2019, labour force participation in Poland remains
relatively low. In 2019, 29% of the working-age population in Poland was economically inactive, a rate two
percentage points above the OECD average of 27% and 13 precentage points above Switzerland, the
OECD country with the lowest economic inactivity rate.

Increasing labour force participation has a positive effect on public finances and removes
constraints to economic growth. A larger labour force decreases public spending on social protection if
activated individuals manage to find employment. A low labour force participation rate can also constrain
economic growth. The problem of economic inactivity is exacerbated
by a shrinking working-age population. In 2019, Poland’s old-age
dependency ratio — measured by the population aged 65 and over ~ The economically inactive are
divided by the population aged 15 to 64 — stood at 26.4% — close to  defined as those of working
the OECD average — with little regional variation. Like in many other age who do not part[C|pate in

; : . . . . the labour market, either by
European countries, this ratio is projected to increase rapidly and

o . _ choice, such as early retirees
reach 52.2% by 2050. Activating those of working age will be key to . < dents. or due to

funding the pension system in the future. constraints, such as disabilities
or childcare responsibilities.
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Source: OECD Statistics.

The economic inactivity rate differed across regions by 13.3 percentage points in 2019. Among 15
to 64 year-olds, it stood at 21.1% in the Warsaw capital region and at 34.4% in Warmian-Masuria. Some
Polish regions struggle relatively more to decrease economic inactivity rates for historical and geographical
reasons. Trends in economic inactivity across Polish regions are closely tied to trends in regional GDP per
capita, which can in turn be linked to market access advantages, including the ability to attract foreign
capital, and historically large employment shares in agriculture.

Poland has come out of the COVID-19 pandemic relatively unscathed but the lack of labour demand
during the downturn hit some lagging regions disproportionally. The regions of Eastern Poland, in
particular Podkaparcia, Podlaskie and Lublin Province, experienced the sharpest absolute rise in the
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number of registered unemployed per job offer. Regions in Poland with higher levels of unemployment
also show higher levels of economic inactivity, and the COVID-19 pandemic may have compounded shifts
from unemployment to long-term unemployment and into economic inactivity.

Region-specific declines in labour demand during the COVID-19 pandemic may push some (long-term)

unemployed into economic inactivit

Unemployment and
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Source: Statistics Poland and OECD Regional Database.

Teleworking has proven an efficient tool to avoid layoffs during the Covid-19 pandemic. However,
in over half of Polish regions, the share of jobs amenable to teleworking is lower than the OECD average
of 32%. This may be due to the higher share of industrial jobs requiring physical presence. Polish SMEs,
in particular, could benefit from targeted support to make the shift to long-term teleworking and ensure
those unable to remote work do not face prolonged economic exclusion.

Share of jobs amenable to teleworking by Polish regions in 2018
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Source: OECD (2020), OECD Regions and Cities at a Glance 2020, https://doi.org/10.1787/959d5ba0-en.
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Labour market participation in Poland is highly uneven across populations with different skKill
levels. Nine out of ten individuals who have high levels of education are active in the labour market. In
contrast, one in two individuals with low levels of education do not participate in the labour market. As
observed in the numbers corresponding to the rest of the European countries, it is common that individuals
with low education levels are less likely to participate in the active labour force than those with higher
education levels, but the educational gap in labour force participation is particularly high in Poland.

Economic inactivity by educational attainment
= Polend 22EU-0ECD == CECD Women are also less likely to be
o0 economically active. The share of

51%

o economically inactive women (aged 15-
™ S 64) decreased from over 40% to 36.6%
between 2000 and 2019, but the
e _ difference in economic inactivity rates
20% E— between men and women increased
- I w from 11 percentage points to over 14
- . ._ percentage points in the same period.

Low education Medium education High education

Source: OECD Regional Database.

In Poland, older people are a large group among the economically inactive. Indeed, in 2019, the
economically inactivity rate of people aged between 55 and 64 years stood at 49%, compared to 15%
among those aged between 25 and 54.

Disability, or more broadly illness, is another main reason for economic inactivity in Poland.
According to the Labour Force Survey in 2020, 69% of all working-age people with a legally documented
disability were economically inactive (see the box below). The low level of economic activity among people
with disabilities has been ongoing for many decades. In 2010, only 26% of men and women with legally
documented disabilities participated in the labour market.
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Source: OECD calculations based on EU-LFS.
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The labour force participation rate and the employment rate among people with disabilities is
low in Poland compared to other European countries. In the EU-SILC survey, people with
disabilities can be identified based on a question on “long-standing health condition or illness”. The
survey allows for a comparison between Poland and other European countries. In 2018, the labour
force participation rate of working-age people with disabilities stood at 51% in Poland, compared to
61% in Europe on average. Similarly, the employment rate of working-age people with disabilities was
43% in Poland, compared to 50% in Europe on average.

Labour force participation rate and employment rate of people with disabilities in 2018, international comparison
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Source: OECD calculations based on EU-SILC.
Employment rate of people with legally confirmed disability

Among working-age people with a certified

Employment rate in %

w disability, the employment rate is even lower
in Poland, and large regional disparities
B persist. The Polish Labour Force Survey

contains a question on the legal certification of
disability status, is a more narrow defintion of
% disability, as not all individuals with an long-
standing health condition of illness have
obtained the certificate. These certificates
distinguish between three levels of disability:
Severe, moderate and mild. In official statistics,
i people of these three groups are pooled
together. Between 2010 and 2020, the national-
level employment rate of people with legally

confirmed disability increased from 20% to 26%
U g ovuen -wmwmane | among people of working age. However, there
is a strong regional variaition: In 2020, the gap
between the region with the highest
employment rate among people with legally confirmed disability (Lubusz) and the region with the
lowest employment rate (Warmian-Masuria) was 15 percentage points.
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Source: Statistics Poland
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The automation of jobs, job polarisation, the ageing society and the transition towards net-zero
greenhouse gas emissions will all have varying effects across Polish regional labour markets.
Some workers may face an increased risk of job loss and region-specific employment effects will depend
on the regional industrial sector composition. Policymakers can target workers adversely affected by these
trends to avoid a rise in unemployment and economic inactivity.

As automation may have accelerated during the COVID-19 pandemic, workers who are displaced

In Poland, all regions but
the Warsaw capital region
face a risk higher than 48%
of high or significant
change from automation.
Upskilling and reskilling
policies can help workers
affected by these trends.

face a risk of economic inactivity when unemployment spells grow
longer. Automation could supress or reshape jobs in Poland’s export-
oriented industrial sectors, displacing workers with firm-specific skills.
Some regions are particularly vulnerable. In Mazowieckie, Lublin Province
and Swietokrzyskie, the OECD estimates 58%, 56% and 56% of jobs to be
at significant or high risk of automation respectively, the highest shares in
Poland. Jobs in these regions may be particularly susceptible to
automation due to the size of sectors containing vulnerable occupations,
such as construction and manufacturing.

EE Jobs at high risk 3 Jobs at risk of signficant change

Mazowieckie region
Lublin Province
Swietokrzyskie

Pedlaskie
Greater Poland
Kuyavian-Pomerania
Warmian-Masuria
Opole region
Lodzkie

Lubusz
Pokarpacia

West Pomerania
Lower Silesia
Pomerania
Lesser Poland
Silesia

Warsaw capital region

20 30 40 50 80 70 %ofjobs

Source: OECD calculations based on Survey of Adult Skills (PIAAC) (2012); and EU Labour Force Survey; Nedelkoska, L. and G. Quintini (2018),

"Automation, skills use and training", https://doi.org/10.1787/2e2f4eea-en. Figure drawn from OECD (2020), Job Creation and Local Economic
Development 2020: Rebuilding Better, OECD Publishing, Paris, https://doi.org/10.1787/b02b2f39-en.
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As the world of work changes, job polarisation trends may give an idea of the way labour demand
is evolving. Between 2000 and 2018, the relative share of middle-skill jobs in Poland decreased by 9.8
percentage points. The high-skill job share increased by 10.3 percentage points, while that of low-skill jobs
decreased by 0.5 percentage points. In absolute numbers, these trends represent a gain of 262 400 low-
skills jobs, a loss of 666 000 middle-skill jobs, and a growth of 2 213 700 high-skill jobs. In some regions,
however, the share of low-skill jobs has grown considerably. For example, in Lublin Province and
Podkarpacia, the shares of low-skill jobs increased by 4.5 and 2.1 percentage points respectively. There
is a risk that those with low and intermediate levels of education fall into economic inactivity as skills
demands increase.

Poland is facing the rapid ageing of society and the workforce. The demographic forecast clearly
shows that the process will accelerate in the future. Older persons aged 55-64 are one of the key groups
of economically inactive persons. Therefore, it is crucial to ensure that older persons remain active in the
labour market longer. The key factor here is the existing pension system that provides a disincentive for
work among older workers, but other factors may also play a significant role. One of them is the cohort
effect, which may improve the participation of future generations in the labour market when they reach an
advanced age. People aged around 60, compared to older cohorts, are on average better educated and
more often work in jobs where a longer working life is more likely. On the other hand, employers facing an
insufficient supply of labour are increasingly more interested in investing in their older employees to support
longer working lives.

Some Polish regions will experience employment gains and losses due to the transition to net-zero
greenhouse gas emissions. To become a net-zero emissions economy by 2050, Poland will have to
transform its energy system gradually. Jobs will be at risk in industries such as coal and other mining,
manufacturing, transport and chemical and plastic production. Some regions in Poland face a relatively
high risk of job loss due to the green transition. In Silesia, due to its heavy dependence on mining of coal
and lignite, the share of employment in sectors at risk stands at 6.7%. Employment gains, on the other
hand, are more difficult to forecast but may not coincide with employment losses geographically.

Employment share (%)
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Source: OECD Regional Outlook 2021 — Country notes — Poland.
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OECD Recommendations

Promote an inclusive recovery from the COVID-19 pandemic in all local labour
markets

Facilitate local transitions to telework for greater resilience in pandemics and to increase economic activity

Connect local economic opportunities and social services to those economically inactive willing to work

The availability of care for children up to 3 years of age is still lagging
V' Further develop childcare behind. Expanding services tailored to caring for young children similar to
infrastructure for very young pre-school education would likely benefit the labour market participation of
children, in particular in regions | economically inactive women with caring responsibilities. Geographically, it
with the highest economic would benefit the voivodeships of Eastern Poland, where economic
inactivity rates inactivity is relatively high and childcare provision for the youngest children
relatively underdeveloped.

An incentive mechanism could include a greater differentiation of wage
subsidy rates. A relatively higher wage subsidy could be paid for the first 12-
24 months of employment to people with disabilities who were previously
economically inactive or long-term unemployed. Moreover, the share of
funding from the State Fund for Rehabilitation of Disabled People (PFRON)
funds allocated to non-governmental organisations for the professional
activation of people with disabilities at the national and regional level could
be gradually increased.

v" Funds supporting the vocational
integration of people with
disabilities could encourage the
employment of economically
inactive




Build on existing labour market institutions to integrate the economically inactive

Begin the process of integrating public employment services and social assistance services

Direct European Social Funds (ESF) to people who are economically inactive and at risk of social exclusion

Strengthen the competences of the staff involved in the activation of economically inactive people

Mobilise social economy actors to support the integration of the economically inactive




Respond to labour market megatrends across Poland’s regions

Learning from social dialogue to ensure the future of work does not drive economic inactivity

The retention of older workers in the labour market requires a comprehensive and integrated policy approach

Place-based policies could support the green transition and mitigate the risk of a rise in economic inactivity




www.oecd.org/cfe/leed




