%‘““‘“\N Ag Econ sxes
/‘ RESEARCH IN AGRICUITURAL & APPLIED ECONOMICS

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the
globe due to the work of AgEcon Search.

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu

aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only.
No other use, including posting to another Internet site, is permitted without permission from the copyright
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.

No endorsement of AgEcon Search or its fundraising activities by the author(s) of the following work or their
employer(s) is intended or implied.


https://shorturl.at/nIvhR
mailto:aesearch@umn.edu
http://ageconsearch.umn.edu/

Scientific Journal Warsaw University of Life Sciences — SGGW

Problems of World Agriculture volume 18 (XXXIII), number 2, 2018: 156165
DOI: 10.22630/PRS.2018.18.2.43

Wlodzimierz Kolodziejczak'
Poznan University of Life Sciences

Occupational Situation of the Rural Farming and Landless
Population in Poland in 2002-2016

Abstract. The Polish rural population is highly differentiated in terms of occupational situation,
mainly because of the rural population’s involvement in individual farming. The purpose of this paper
is to investigate the occupational situation of the rural farming and landless population in 2002, 2016
and 2017 in the context of non-farming job opportunities and unemployment risks. The study consists
of two parts; the first one analyses the changes to the occupational situation of the rural population in
the labour market; the second one identifies the risk of unemployment in selected groups of rural
population. Aggregated weighted data and non-aggregated, non-published non-weighted BAEL
(Polish LFS) data was used as source material. The study period witnessed a considerable
improvement of the rural population’s occupational situation. However, if there is a slowdown in
economic growth, the occupational situation of the rural population may deteriorate. In the short and
medium term, people involved in individual farming and landless woman, i.e. the group where the real
unemployment rate is much lower than equilibrium unemployment, will be particularly severely
affected. In the longer term, the adverse impact of business cycles may also deteriorate the situation of
landless men if their equilibrium unemployment level “follows” the real unemployment rate.
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Introduction

The Polish rural population is highly differentiated in terms of occupational situation,
which is mainly caused by the rural population’s involvement in individual farming (Frenkel,
2013; Kolodziejczak, 2018). This is because the traditional model of individual farming, based
on the fragmented structure of farms, was existing over decades. It was supplemented by large-
scale agricultural holdings, based on the state or cooperative property. The occupational status of
the rural population was also strongly impacted by the political and economic transformation:
from 1989 to 2002 primarily by the economic restructuring; and afterwards mainly by the
uneven distribution of investments. In the transformation period, the Polish rural areas absorbed
a considerable part of surplus labour force released from the industrial and mining sector. Some
agricultural household members employed both within and outside agriculture (referred to as bi-
professional workers or worker-farmers) have lost their non-agricultural jobs. Blue-collar
workers and miners also went back to their family farms. That group migrated to urban areas
during the industrial and mining boom,; after losing their jobs, they found themselves with no
livelihood. As a consequence, the costs of living of household members who lost their non-
agricultural income put an additional economic burden on individual farms (Kotodziejczak and
Wysocki, 2015). At the same time, the winding-up of nearly all state-owned and cooperative
farms resulted in increasing the number of unemployed rural landless. They found themselves in
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a particularly difficult situation: with no job opportunities, the transfers (benefits, allowances
etc.) became their only livelihood option.

After Poland accessed the European Union in 2004, the situation of rural areas started
to improve. This was particularly beneficial to the farming population but also to the
landless (because of investment booms and a reduction of the general unemployment level).
However, the occupational status of the rural population continues to be strongly
diversified, and there is an income gap between individual farming and non-agricultural
sectors.

The structural changes to the rural population’s economic activity are a difficult
process, mainly because of the limited number of jobs on a countrywide basis, the distance
of jobs from rural areas and the fact that the rural population is less educated than urban
dwellers (or that their skills profile does not match the employers’ expectations). However,
this is a continuous process which is driven by the national economic development, the
generational shift in rural areas and the opening of western countries’ labour markets, and
which has gained significant momentum after Poland’s accession to the European Union
(Polska wies, 2018).

The purpose of this paper is to investigate the occupational situation of the rural
farming and landless population in 2002, 2016 and 2017 in the context of non-farming job
opportunities and unemployment risks.

Research method and materials

The study consists of two parts; the first one analyses the changes to the occupational
situation of the rural population in the labour market; the second one identifies the risk of
unemployment in selected groups of rural population based on a comparison between the
estimated equilibrium unemployment rate and the real unemployment rate.

The first part of the study relied on descriptive analysis methods and on indices of the
population’s economic activity based on data from the Labour Force Survey conducted by
the Central Statistical Office in 2002 and 2017.

In the second part, the equilibrium unemployment rate was calculated for the rural
population both connected and not connected to individual farming, and was compared to the
real unemployment level. To do so, the method for estimating the natural (equilibrium)
employment level proposed by the Centre for Economic Policy Research (Unemployment
1995)” was used. The analysis was based on individual, non-weighted quarterly raw data from
the 2016 Polish LFS. Changes in economic activity of individuals were observed in panels,
i.e. pairs of quarters such that from the entire LFS sample, account is taken only of operators

2 Depending on the applied method estimating equilibrium unemployment they may be determined for the entire
economy or for individual groups of the population distinguished based on selected characteristics. Models based
on the Philips Curve theory or on the hypothesis of rational expectations and neutrality of money, e.g. NAIRU
(Non-Accelerating Inflation Rate of Unemployment) and NAWRU (Non-Accelerating Wage Rate of
Unemployment) use market variables and their application is limited generally to aggregate data at the level of
whole economies (Socha and Wojciechowski, 2004). Methods based on the analysis of changes in behavior of
individuals on the labor market make it possible to analyze separately groups of the population differing in socio-
economic characteristics. The most important of these include the method proposed by the Center for Economics
Policy Research (CEPR) (Unemployment 1995), the Géartner method (1997) and the method proposed by Darby,
Haltiwanger and Plant (1986).
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surveyed in both quarters of the pair under consideration (e.g. 1Q and 2Q 2016, and then 2Q
and 3Q 2016, and 3Q and 4Q 2016). Four non-published individual quarterly aggregates of
raw LFS data from 2016 were used. After removing urban population data from the database
and identifying the operators recorded in two subsequent quarters, ca. 20,000 rural dwellers
were subjected to examination (with the initial size of the quarterly LFS sample being around
100,000). To improve the quality of results (primarily to reduce the risk of incidental
observations), quarterly panels were aggregated into a single yearly panel which served as a
basis for further calculations. Of the many possible classification breakdowns (including age,
gender, education, place of residence, town class, relation to agriculture etc.), this paper
presents the results obtained for three criteria used simultaneously: town class (village),
relation to agriculture and gender. Non-weighted data was used in calculations; this is the only
possible approach to individual LFS data because weights assigned to respondents by the
Central Statistical Office are appropriate only for the sample as a whole and are not applicable
to identified population groups. Therefore, the results should be regarded as approximate
figures. Their informative value consists in the identification of gaps and possible trends but
they cannot be considered as precise true values.

LFS data was used to determine the volume and rate of flows between particular
economic activity statuses of the population in 2000-2005, 2006-2009 (average levels) and
2016. This enabled the use of the equilibrium unemployment estimation method developed
by the Centre for Economics Policy Research (CEPR) (Unemployment 1995). The CEPR
method consists in determining the equilibrium unemployment rate as follows:

xStz
s+h+n

where:

u* — equilibrium (steady-state) unemployment rate,

s = (EU + EN) / E — rate of outflow from employment (including to unemployment and
economical inactivity),

h =UE / U —rate of outflow from unemployment to employment,

z=(NU - UN - EN) / (E + U) — demographic component of unemployment,

n — percentage changes in labour force resources in the assumed sample duration,

while:

E — the number of employed at the beginning of the investigated period,

U — the number of unemployed at the beginning of the investigated period,

EU — the volume of flows from employment to unemployment in the analysed period (the
number of individuals, who changed their status from employed to unemployed),

EN — the volume of flow from the group of employed to the group of economically
inactive,

NU - the volume of flow from the group of economically inactive to the group of
unemployed,

UN — the volume of flow from the group of unemployed to the group of economically
inactive,

UE - the volume of flow from the group of unemployed to the group of employed.

If u*>u, actual unemployment (u) will probably increase, since it did not yet reach the level
resulting from the effect of structural factors on the labour market (mismatch of supply and
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demand for labour); if u*<u, actual unemployment is greater than that resulting from
structural factors and the difference may be approximately treated as equivalent to
unemployment caused by a too slow economic growth (thus probably values u# may
approach level u* by stimulating the economic prosperity on the market for goods and
services). The analysis of changes in values of these indexes for individual groups of the
population distinguished from the labour resources or for individual markets makes it
possible to determine causes for adverse phenomena, identify problem groups at risk of
unemployment and propose directions for corrective actions’.

Results of the study

Poland holds relatively large resources of labour. In the total population of
30,613 thousand people aged 15 and more covered by the 1Q 2017 LFS, rural inhabitants
represented 39.8% (12,171 thousand) (Labour force survey 2017). A considerable part of
the rural population are directly or indirectly involved in agriculture; for many decades, that
sector has traditionally supported the livelihoods of rural households. From 1989, the share
of agricultural employees in the total population employed in the national economy has
consistently decreased. In 1989, it was 28.6% (Puzio-Wactawik, 2006). The respective
levels for 2002 and 1Q 2017 were 17.6% and barely 10.3% (Labour force survey 2017).

Figure 1 shows the distribution of the rural population in 2002-2017 by relation to
agriculture and by economic activity. In the total rural population aged 15 and more
(11,512 thousand), the farming population was dominant with a share of 57.5% in 2002.
However, by 2016 it was only 31.4% (a decrease by 26.1 percentage points). This had a
considerable impact on the occupational situation of these groups. As may be noticed, in
2017, there was less non-farming unemployed and much more employed people than in
2002. The number of economically inactive people more than halved in the group
connected to farms, and grew by more than 1.7 times in the in the group not connected to
farms. Thus, while the agricultural sector was partially “cleaned” of inactive individuals
(which is a positive development), the growing number of economically inactive landless
people means the problem was just pushed away rather than solved. This is partially due to
the generational shift, i.e. economic deactivation of retired farmers who sold/transferred
their farms. However, the structure of this process is considerably affected by a high rate of
inactivity among working-age women (Kotodziejczak, 2018)". The matter of major

* It needs to be stressed that they are oversimplifications and the interpretation of the results based on these
assumptions has to take into consideration economic and social conditions. However, it is worthwhile to accept
them in view of their usefulness. Limitations observed in this respect result first of all from the mechanisms of
hysteresis on the labor market. Cf (Layard, Nickell, Jackman 1991, Kotodziejczak and Wysocki, 2013).

* The general improvement of the labor market situation on a countrywide basis enabled a clear increase of the
number and share of employed persons. However, as regards women, economic inactivity continued to be the
main problem. This could be partially explained by: the nature of farming work (men usually handle physically
demanding tasks and operate the machinery); the option not to declare farming employment by women who
manage the farmers’ households (despite their actual involvement in farm management); the women’s longer
average life expectancy (i.e. their higher share in the group of persons of retiring age); and the popularity of the
traditional family model in rural areas where women run the households and raise children while the responsibility
of men is to earn a livelihood for their families. Note also that for many women, it is economically unviable to
take up a job. This means cases where the expected income is lower or slightly higher than the costs involved in
taking up the job. After considering the increase of living costs related to employment; children care; time lost;
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importance for the growth of employment and reduction of unemployment in the study
period was the growing number of jobs resulting from economic development. The 2003—
2005 period marked the beginning of improvements to employment figures which is
seemingly related to the economic recovery that accompanied Poland’s accession to the
EU. In parallel, economic deactivation levels continued to follow a slight upward trend
until 2008 (this was due to demographic factors and legislative measures which allowed the
employees to retire before regular retirement age). However, in 2009, the economic activity
rate also started to grow, despite the simultaneous increase of the population’s average age
(Kotodziejczak, 2018). Currently, more and more attention is paid to the shortage of labour
force which affects the economy, especially the agriculture, and is filled with immigrants
from other countries, mainly Ukraine (Gorny and Kaczmarczyk, 2018). The shortages do
not exclude excess employment in the agricultural sector because the average level of
agricultural employment varies from one voivodship to another and depends on such farm
characteristics as their area, lines of production, technological and organizational level etc.

Excess employment may be caused by technological or socio-economic factors. As
regards technological reasons, high levels of employment are justified by the need to run
agricultural production processes even though it is economically unviable. In this case, cost-
effectiveness may be improved by upgrading the technology, replacing the machinery,
merging fragmented land or using production services instead of own labour resources. When
it comes to socio-economic reasons, the social role of individual farms is the key factor. In
this case, cost-inefficiency (or even technical inefficiency) will not result in employment
reduction or farm restructuring because the farming population lack the capacities or skills
which are necessary to upgrade their farms or engage in non-agricultural employment’.

Figure 2 characterizes the occupational situation of the Polish population grouped by place
of residence and relation to agriculture (in the case of rural dwellers) in 2002 and 2017. It can be
noted that both in 2002 and 2017 the occupational situation of population in rural areas was
slightly better than population in urban areas. while in 2012 was generally similar for the urban
and rural population, in 2017 it was much better for the rural population. However, there was a
clear difference in the labour force participation rate, employment rate and unemployment rate
between the rural population connected with individual farms and the landless population. Most
importantly, the labour force participation rate was considerably lower for the landless in both
years covered by the analysis. Also, a much lower employment rate and a twice as high

and the partial loss of social benefits, it may turn out that the woman’s job fails to provide any material benefits for
the household (2018).

> Rembisz (2016) claims that in the agriculture sector, remunerations are much higher than labor productivity while it
is the opposite for other sectors. The reasons could be the excessive employment in the Polish agriculture sector and
the fact that the remunerations of agricultural employees include transfers made under the CAP. The author believes
that the proposed method for improving agricultural labor productivity by partially releasing the workforce to non-
agricultural sectors does not contradict the paradigm of sustainable agricultural development in a Pareto sense, as
described by Czyzewski (2012); instead, it only indicates that the commitment to socio-economic sustainability of
rural areas needs to be properly understood. Agricultural sustainability should not be opposed to labor efficiency
(which is obvious when increasing the farms’ turnover with transfers) but must be based on sound structural
foundations. Only the commitment to seek a natural equilibrium of the system may provide long-lasting results. In
turn, establishing a fake socio-economic balance of rural areas based on continuous financing is a costly process, even
for the wealthy (but indebted) EU-15 countries, and faces increased political resistance from EU states. Also, this
system perpetuates the adverse developments affecting the economic activity of the rural population, especially hidden
unemployment and professional deactivation (for economically unviable farms, CAP transfers play a role similar to
unemployment benefits, and therefore discourage the farmers from implementing any changes).
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unemployment rate was recorded for that group. Therefore, although the general occupational
situation of rural dwellers has clearly improved, the landless population continues to face
difficulties in the labour market. Note however that the above also results from the size of labour
force “released” from the agricultural sector (which increased the landless population) and from
the progressing suburbanization of rural areas adjacent to large urban centres®.

Population aged 15 and more in rural areas

11512/12171
Economically active
population
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| |
( ( )
Employed Unemployed
persons persons
5078/6472 1250/411
- N
4 A 4 A
Population connected Population connected
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- J - J
(" ] ) (" )
Populatlop not connected L | Population not connected
with farm ith farm 710/322
1584/3979 with farm
- J - J
(
Persons economically inactive
4916/5289
N
( )
Population connected
— with farm
2589/1245
- J
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L | Population not connected
with farm 2326/4043

J
*The division does not include people with an undefined status on the labour market.

Fig. 1. Population aged 15 and more in rural areas by connection with agricultural farm and economic activitya
(thousand peoples)

Source: Labour force survey in Poland I quarter 2017 (2017). GUS, Warszawa.

® The Polish territory is divided into “rural” and “urban” areas based on an administrative criterion. As a
consequence, urban dwellers who settle in suburban areas are automatically counted in the rural population
although they have no connection to agriculture.
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Fig. 2. Characteristics of the occupational situation of the population by place of residence and connection with
agricultural farms in 2002 and 2017 (%)

Source: Labour force survey in Poland I quarter 2017 (2017). GUS, Warszawa.

Figure 3 presents the estimated values of the equilibrium unemployment rate and the
relation between real unemployment and equilibrium unemployment in rural areas for the
rural population grouped by relation to agriculture and gender in 2017. The equilibrium
unemployment rate is the simplest approximation of the unemployment level which the
labour market tries to achieve. Therefore, this estimation provides a basis for concluding
whether specific groups covered by the study are at risk of unemployment. The smallest
equilibrium unemployment rate was characteristic for the rural population connected to
individual farms (6.5%) and was 1.9 times higher than real unemployment. This could
suggest the real unemployment rate is likely to increase in the event of economic downturn.
In turn, the equilibrium unemployment rate for the population not connected to individual
farms (9.4%) was slightly below the real unemployment rate. This means there are
shrinking opportunities for improving that group’s situation. A better explanation of
existing patterns may be found by analysing the situation of rural inhabitants grouped by
gender. In this case too, the involvement in agricultural activities was a clear differentiating
factor. The equilibrium unemployment rate for men connected to individual farms (9.4%)
was higher than for landless men (6.4%). However, at the same time, the real
unemployment rate was 2.8 times lower while the real unemployment rate for landless men
was slightly above the equilibrium unemployment rate. Once again, this provides grounds
for concluding that the advantageous situation of rural dwellers (in this case, men) is
conditioned by business cycles, and that it may severely deteriorate during the next crisis.
The equilibrium unemployment rate for women connected to farms (5.2%) was 1.8 times
lower than the real unemployment rate; for landless women (14.6%), it was 1.9 times lower
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than the real unemployment rate. Thus, unlike in the case of men, while the connection to
agriculture did not make the advantageous occupational situation dependent upon business
cycle fluctuations, it did protect women (just like men) against unemployment.

20
u* w u*/u
Rural population Rural population
Males Males
Females Females
14,6
. Population connected with agricultural farms D Population not connected with agricultural farms

Fig. 3. Rate of equilibrium unemployment (u*) and relation between equilibrium unemployment and real
unemployment (u*/u) in rural areas by connection with agricultural farms and sex in 2016 (%)*

* Because the calculation was made on the basis of unweighted data, received results cannot be directly compared
to those presented in figure 2.

Source: the author's calculations based on unpublished, individual quarterly raw data of Polish LFS (BAEL).

Summary

The purpose of this paper was to investigate the occupational situation of the rural
farming and landless population in 2002, 2016 and 2017 in the context of non-farming job
opportunities and unemployment risks.

1) The study period witnessed a considerable improvement of the rural population’s
occupational situation. This was primarily reflected by the increasing employment and
decreasing unemployment levels, whether in absolute terms or expressed as the labour force
participation rate and unemployment rate. These changes were accompanied by a decrease
in excess employment in the agriculture through the reduction of the share of agricultural
employees in the total population employed in the national economy. These advantageous
developments were primarily driven by economic growth and the opening of labour
markets of EU-15 countries following Poland’s accession to the EU.

2) Although the general occupational situation of rural dwellers has clearly improved, the
landless population continues to face difficulties in the labour market. Note that the labour
force participation rate and the employment rate were clearly lower for the rural population
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not connected to individual farms than for the farming population; it was the opposite for
the unemployment rate.

3) Over the study period, the agricultural sector was partially “cleaned” of inactive
individuals connected to individual farms (which is a positive development). However, the
growing number of economically inactive landless people means the problem was just
pushed away rather than solved. This is partially due to the generational shift, i.e. economic
deactivation of retired farmers who sold/transferred their farms. However, the structure of
this process is considerably affected by a high rate of inactivity among working-age
women.

4) The low levels of real unemployment among the population connected to individual
farms largely result from economic prosperity. However, high unemployment rates
recorded for this group suggest that unemployment may rise considerably in the event of an
economic slowdown. For the landless, real unemployment is close to equilibrium
employment which means it primarily depends on structural determinants. Only for
landless women the equilibrium unemployment level was nearly twice the real
unemployment rate. The probable factors contributing to this situation are the labour
market programs for women (which improve their occupational status) as well as the
impacts of women’s competitive disadvantage in the labour market and the fact that women
are at a greater risk of economic inactivity.

5) As shown by the results, if there is a slowdown in economic growth, the occupational
situation of the rural population may deteriorate. In the short and medium term, people
involved in individual farming and landless woman, i.e. the group where the real
unemployment rate is much lower than equilibrium unemployment, will be particularly
severely affected. In the longer term, the adverse impact of business cycles may also
deteriorate the situation of landless men if their equilibrium unemployment level “follows”
the real unemployment rate.

6) The author believes the impacts of the above threats may be mitigated by establishing a
sound structural framework, especially through the continued release of excess labour force
from the agriculture to non-agricultural sectors. In order for this to happen, three
cumulative conditions must be met: restructuring and modernization of farms which enable
a reduction of the workforce without adverse impacts on production; a sufficient demand
for labour outside agriculture which must geographically match the existing rural labour
resources; and a qualitative match between labour supply and demand.
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