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Abstract
The paper deals with the transformation process of labour markets and labour policy regulation in the
Central Eastern European states that joined the European Union after 2004. The specific features of the EU
as an economic union caused social and labour policies to become a priority for the EU member countries.
Recently, responsibility for labour policy has been concentrated in the EU institutions. As labour policy is
regulated at the EU level, national institutions are being reformed to ensure a common labour policy. The
paper seeks to consider the mechanisms used by the new EU members to regulate labour policy and the
legislation introduced to make it ‘common’.
The theoretical background of the research includes the neo-institutional approach and public policy analysis, with particular reference to the definition and structuring of the issue dimensions in labour policy,
the analysis of institutions that elaborate and provide labour and social policy at the national and EU levels
and the evaluation of the labour policy regulation process. The methodological base of the research is the
comparative analysis approach and focus-oriented comparison that includes a detailed analysis of the
Polish case and a general analysis of the Czech Republic, Slovakia, Hungary, Romania, Bulgaria, Slovenia,
the Baltic States, Romania and Bulgaria that is used to provide a comparative context.
Moreover, the analysis of the EU and Central Eastern European labour legislature is made with reference
to the changes in Polish labour legislation and an evaluation of common EU labour policy based on the
analysis of the institutional mechanisms of labour policy regulation in Poland. The research results include
an analysis of mechanisms for regulating labour policy in the new EU states with regards to changes in
labour legislation, employment and unemployment rates, and restructuring national and EU institutions.
***
The process of post-communist transformation in the Central Eastern European region resulted in fundamental social, economic and cultural changes that provided a transition to a market economy, the
emergence of new labour markets, as well as institutions regulating labour policy. As a result, certain
changes took place in labour legislation, state and local labour authorities and the relationships between
individuals, work collectives, employers and the state. The enlargement of the European Union (in 2004,
Poland, the Czech Republic, Slovakia, Hungary, Romania, Bulgaria, Slovenia and the Baltic States became
EU members; in 2007 Romania and Bulgaria were recognised as the EU members) resulted in new changes
in the labour market, and the formulation and implementation of a common labour policy on the basis of
national economies.
The specific features of the EU as an economic union caused social and labour policies to become a priority at the EU government level. Recently, responsibility for social policy has been concentrated in the EU
institutions (the European Commission and European Council). As new labour policy regulation institutions appear at the EU level, national institutions, national employers’ associations and trade unions are
being reformed to ensure a common labour policy within the single labour market.
To analyse the mechanisms of the ‘Europeanisation’ of labour policy in the new EU states, we should refer
to the neo-institutional approach and public policy analysis to consider the EU-driven changes in labour
legislation and institutions.
The EU has issued detailed statements of its requirements since the European Commission published its
1995 White Paper on regulatory alignment. The Commission actively monitored the progress of candidate
countries in annual reports, starting in 1997 with its opinion on the Central Eastern European countries’
membership applications. The EU has become directly involved in the process of alignment1. The legal basis of EU labour policy consists of the Treaty on European Union and the Treaty Establishing the European
Community. Treaty-based social and employment provisions relate to the free movement of workers,
1
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Europe, in: Schimmelfennig, Frank / Sedelmeier, Ulrich (eds): The Europeanization of Central and Eastern Europe, Ithaca
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employment policy, social policy, the promotion of economic and social cohesion and the protection of
health2.
There are three main components of EU labour policy: labour legislation, policies requiring member state
coordination and the European social dialogue. Treaty law serves as the basis for EU labour legislation, in
particular directives that require transposition into national law and implementation by member states.
Moreover, EU employment guidelines require the coordination of member state policies around annual
guidelines set jointly by the member countries3. The adoption of EU labour policy and legislation will be
considered below with the main focus on the case of Poland.

1.

Pre-Accession Labour Policy and Legislation

During the communist period, the state-planned economy in Central Eastern European countries ensures
high levels of employment and equality in workers’ wages. There were no unemployment protection programmes since the state guaranteed the full employment of the population. However, the state-planned
economies failed because of the excessive social expenses that made post-communist governments start
market reforms and the fundamental transformation of labour markets. The decrease in production and
global economic crises that followed after the economic reforms in the 1990s changed not only the rate
and structure of employment but also the wage level and the salary distribution within the population
wages 4.
In Poland, by the 1990s, labour force participation had reached 90 percent and included large flows of
labour migrants from the rural regions to the cities. Many rural workers were underqualified, with about
30 percent possessing deficiencies in their education. Communist government policy did not provide a
system of unemployment benefits; labour offices had been working on specialised programs that turned
out to be ineffective in dealing with the large numbers of the unemployed during the transitional period of
liberal reforms5. As the Polish labor market reacted to the structural changes, registered unemployment
increased from 55,000 people (0.2 percent) to 1,125,000 (6 percent) and continued to grow to about 3 million (16 percent) in 1994. In response to the developing crisis, the Polish government enacted an Employment Law in January 1990, which established policies for unemployment benefits, employment services
and limited active labour programmes including small business loans, loans to employers for job creation,
training, public service employment and wage subsidy programmes. The largest part of the funding was
from the state budget6. More than a half of the funds were spent on unemployment benefits and the development of a system of vocational education. Another focus was the reinforcement of the institutional
structure of the national and local employment services; these programmes were financed by World Bank
during the transition period7.
The low rates of employment against the backdrop of the economic growth in Central Eastern European
countries can be explained by the increase in production based on the rationalisation of the workforce,
the use of innovative technologies and improvements in management without increases in staff. As a re2
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sult, the increase in production did not stimulate labour demand, leading to a drastic growth in unemployment and a deacrease in the participation of the labour force8. After the communist period, the rates of
high labour force participation fell rapidly because of the voluntary or forced non-participation of workers
who had been unsuccessful in finding a new job. There are, however, some differences in employment
levels and participation rates. While employment rates were low in all Central Eastern European countries,
unemployment was low (8 percent) and non-participation was high in Hungary, while in Poland, which had
the highest level of unemployment (18 percent) in the region, non-participation was low. High unemployment (from 10 to 20 percent) was also evident in Bulgaria, Slovakia and Lithuania9.
The structure of employment in Central Eastern European countries changed in four ways. First, there was
a shift from heavy industry and agriculture to the service sector, which accordingly increased its share
of employment. At the same time, in Poland and Romania, employment in agriculture increased as the
population migrated from urban to rural regions with traditionally large agricultural sectors. Second, the
contraction of the public sector led to a shift in employment from public to private sector jobs. However,
the private sector in the East European countries remained smaller that in the old EU countries. Third, the
permanent contracts of indefinite duration that had been the norm during the communist period were
replaced by more flexible temporary contracts. This shift meant less job security for workers. Last, the
formal sector gave way to self-employment and informal employment10.
At the beginning of the 1990s, Central Eastern European countries started market-oriented reforms with
the goal of developing the private sector and providing the basis for economic growth as the necessary
conditions for joining the European Union. The reforms were supposed to open up product markets for
domestic and international competition and bring about the privatisation of state enterprises. In the process of the liberalisation of state-planned economies, employment dramatically dropped resulting in mass
unemployment in Central Eastern European countries. A further consequence of this policy was violent
inflation and a fall in the population’s wages11.
By the end of 1990s, the process of economic liberalisation accompanied by foreign investments and the
use of innovative technologies had created rapid economic growth in the region, contributing to rises in
wages and employment. These results could hardly have been possible without constant pressure from
trade unions on the post-communist governments12.
However, the economic growth was not followed by a rise in employment because of inflexible legislation
and administrative constraints on job creation, high payroll taxes and poor employment protection programmes. The regulation of labour policy in that area was limited by the fact that pension reforms were
not accompanied by changes in the tax policy to promote employment13. Labour taxes in the region were
even higher than in the EU as a result of inefficient social insurance programmes. In order to promote the
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flexibility of the labour market and employment growth, it was necessary to develop new labour legislation, wages regulation and tripartite negotiations between trade unions, employers and the state.
To some extent, Central Eastern European countries inherited pro-communist labour legislation with
strong workers’ protection that made dismissals of workers difficult. For example, Croatia and Slovenia
still have strict employment protection legislation; in contrast, Estonia has made its firing costs very low
and created a lot of new jobs as a result. All the countries of the region have relatively high minimum
wages, about 40 percent of the average wage, that reduced employment in the low-wage bracket. The activity of the trade unions at the national level was largely responsible for the increases in minimum wages.
Former official trade unions and new independent trade unions acted as participants in the social dialogue
and were able to influence governmental policies, including social protection, relatively high minimum
wages and job growth14.
Trade unions were most effective in social protection and bringing about increases in wages in Hungary,
Poland and Slovakia. At the beginning of the 1990s, these countries were the first to implement the legislation on unemployment benefits and social protection. Similar laws were passed later in other countries
of the regions, including the Czech Republic; however, the Czech trade unions did not exert a great influence on the reform of the labour market15.
Another important policy in the Central Eastern European labour markets was the attempt to improve
workers’ skills to meet the new economic requirements. First, educational systems were reformed, and
then national employment services were established in order to introduce programmes devoted to training and re-training the long-term unemployed. Moreover, these programmes included entrepreneurs’
educational support and social insurance actions. In Poland, the Czech Republic, Slovenia and Hungary,
the programmes’ success relied on state financial support;, however, in all the cases their impact was
limited16.
During the transition period, Central Eastern European countries used the existing social protection programmes as a basis for new programmes to protect unemployed workers. In order to make the marketoriented reforms more popular among population, new programmes were introduced, covering unemployment benefits, pensions and retirement support17. Later different programmes to support the longterm unemployed were elaborated, though since the costs turned out to be too high the programs were
cut back in most Central Eastern European countries (with the exception of Slovenia) and only officially
unemployed workers were eligible to receive the benefits. As a result, by 2004 the level of benefits in East
European countries was much lower when to compare to the EU averages18.
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Adoption of EU Labour Policy and Legislation

There is a common view that accession to the EU could affect Central Eastern European labour markets
positively. Due to the EU enlargement, the new EU members would get access to production and labour
markets of the entire EU. Before 2004, it was expected that investments would increase and contribute to
a rise in employment in Central Eastern European countries.
The basic requirements for accession countries’ labour policy were teh alignment of the standards of
workers’ protection with the common EU rules and the adoption of the European Employment Strategy.
The first criteria for the candidates meant that any worker should have a similar level of protection regardless of their place of work. The general principles of workers’ protection in the EU are based on opposition
to discrimination on account of gender or other reasons, the promotion of health and safety conditions,
the provision of information for employees, the specification of hours of work and the participation of
social partners, including trade unions and employers, in the elaboration of national labour policy19. It was
presumed that the principles of EU labour legislation could be implemented by providing workers with
information and advince on their contracts, their rights after the sale of an enterprise or bankruptcy and
the equal treatment of men and women. The last principle was introduced by the Amsterdam Treaty and
the European Community Treaty (Article 141); these stressed that the elimination of gender, race, religion
and other kinds of inequalities and discrimination on the labour market were the primary goals of European cooperation. The principle was implemented in the EU Strategy on Gender Equality for 2001–200520.
Similar strategies were elaborated in the accession countries with the aim of eliminating all types of discrimination including inequalities in the labour market21.
The Single European Act (1987) established common EU rules for health and safety conditions at work.
This policy was oriented to the protection of workers in various areas such as health risks, professional
illnesses and underage workers. The candidate countries received the recommendation to meet these
criteria and most of them (including Romania and Bulgaria) were considered to be in compliance with the
EU protection requirements by 200422.
The accession countries were also required to adopt and implement the European Employment Strategy.
Its main objective, articulated in 2000 in Lisbon, is to move the EU toward full employment and make
the EU the most competitive economy in the world. The performance of the labour market may be influenced by various policies that are reflected to some extent in the European Employment Strategy. It
mainly refers to four general policy areas, including the promotion of economic growth, the promotion of
labour market flexibility, the enhancement of labour market skills and the provision of social protection
benefits23. In order to put the European Employment Strategy into practice, investments in skills, developing entrepreneurship and equal opportunities should be provided through special policies by national
governments. To join the EU, East European countries started to elaborate national labour policies requiring substantial financial support from the state and changes in labour legislation.
All East European accession countries are now members of the European Council and have adopted the
European Social Charter whereby they agreed to ensure the social rights of their citizens. The rights directly relate to labour policy and include the right to just conditions of work (Article 2), the right to safe
19
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and healthy working conditions (Article 3), the right to fair remuneration (Article 4), the right to protection
in cases of termination of employment (Article 24) and the right to be informed and consulted in collective
redundancy procedures (Article 29)24. Labour policies in the new EU members are now regulated by the
European Employment Strategy and the European Social Charter.
The labour legislation of Central Eastern European countries is constantly evaluated by the European Committee of Social Rights. According to its criteria, only Slovenia meets the requirement of a minimum wage
at 60 percent of the average wage25. The level of social protection in most new EU member states is also
considered to be lower than it is in the old EU member states.
The differentiation between the new and old EU members is also significant in the sense of ensuring workers’ rights. The old EU countries have well elaborated protective institutions based on labour legislation,
trade union activity and collective bargaining process. Labour institutions in different EU countries may
work in different ways regarding not only the unemployed, but also those in work26. Different countries
have markedly different systems for financing social protection, depending on whether they favour social
security contributions or general government funding. In 2005, Romania, Bulgaria and the Baltic states
had the lowest expenditure on social protection, and the countries with the highest rates were Hungary
and Poland. The disparities between countries are partly related to different levels of wealth, but they
also reflect differences in social protection systems, demographic trends, unemployment rates and other
social, institutional and economic factors27.
There are potential contradictions between the EU social protection policy and the main goal of the European Employment Strategy to create jobs and increase employment in the new EU states. After the
enlargement of the EU in 2004, the average employment rates in the EU dropped because of the low rates
of employment and high level of unemployment in the accession countries from Central Eastern Europe28.
Accession countries have to follow the European Employment Strategy and to increase employment. The
common EU employment policy encourages formal employment, small- and medium-sized enterprises
and reductions in taxes. The new EU countries, according to the general EU criteria, had to make adopting
policies to tackle administrative constraints and corruption a priority. Moreover, East European countries
were required to continue restructuring enterprises by providing them with benefits and cutting taxes.
The monitoring of the EU labour market shows that changes on the labour market determine the growth
of the demand for a qualified workforce. The use of knowledge-based technologies makes the labour market need high-qualified specialists. Following the European Employment Strategy, the new EU countries
recognised that programmes on professional skills development were necessary in order to reduce unemployment and to increase employment. EU Active Market Programmes were adopted by Central Eastern
European national governments to improve the level of qualifications among the unemployed 29.
The active labour market policy is widely used in the EU and post-communist economies. It is encouraged by the European Employment Strategy and additional documents on policy implementation in the
accession countries. The active labour market programmes should be considered in the general context
of social protection policy. The goal of the active labour market programmes is to stimulate individuals to
24
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return to the labour force and reduce unemployment benefits. Moreover, the programmes of the active
labour market ensure the social protection of population in the restructured economies and may make
national governments and their reforms more popular.
The active labour market policy has been implemented throughout the national employment services
under the control of the various Ministries of Labour. Employment services establish local and regional
offices to work with the population. The programmes may be financed from payroll taxes, as in the Czech
Republic and Hungary30, or from payroll taxes and the state budget, as in Poland31. Moreover, the programmes in the new EU member states are supported by the European Social Fund and the World Bank.
The World Bank encourages the monitoring and evaluation of programs in East European countries32. In
some Central Eastern European countries, unemployment benefits can be paid for from payroll taxes and
the financial support for the active labour market programmes can be reduced. At the same time, the effective programmes need lower expenses when they cover about 50 percent of the unemployed population33.
By 1997, the active labour market programmes has been successfully elaborated and implemented in
Poland. The unemployment rate declined to 11 percent in 1998. The number of employees in the employment services increased; the National Labour Office was established under supervision of the Ministry of
Labour to coordinate more than 500 offices. In 2002, in order to meet the EU accession criteria of , the
Polish government adopted the National Employment Strategy. It aimed to increase employment, the
equal treatment of workers regardless of gender, race and religion, and support for small- and mediumsized enterprises. The first results of the active labour market policy in Poland demonstrated that in spite
of substantial financial support, the unemployment rates increased to 17 percent in 2003, with the rate of
labour participation only at 56 percent. In order to improve the situation, the government started to decentralise labour management and dissolved the National Labour Office34. However, with the realisation of
the active labour market programme was continued by the local offices lower financial support. The Ministry of Labour had to cut back on the programme and adopted some EU recommendations in their policy.
In 2005, expenditure across the EU on labour market services accounted for less than 15 percent of total
labour policy expenditure, and only in Slovakia, the Czech Republic and Lithuania did the share exceeded
20 percent35. The situation in Poland improved slightly in 2007, when the employment rate increased from
56 percent in 2005 to 58 percent36.
Before accession, the priority areas in Polish labour policy were identified in compliance with the EU Joint
Assessment of Employment Priorities as education reform, refining wage, tax, and benefits systems, increasing the role of social partners, addressing high unemployment and gender gaps, and strengthening
employments services. As N. Barr notes, Poland is making significant advances in developing and implementing employment policies to respond to the market economy. In spite of these advances, employment
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conditions had regressed and labour force participation rates had dropped, and the government did not
appreciate the necessity of the active labour market programme, regarding it as expansion of the European Social Fund37.
The post-communist transformations of labour markets in Central Eastern European countries brought
about the fall of employment and dramatic unemployment growth. These problems were not solved during the EU enlargement process and integration. Moreover, the labour markets of the old EU members are
now under the threat of a flow of cheap labour force and goods from the new EU members. The labour
policy and legislation of Central Eastern European countries are being constantly transformed to respond
to the challenges of the national labour markets and the single EU labour market.
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