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More than a decade after the start of the transition process, unemployment rates remain in the double digits in a 
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number of Central and Eastern European countries. That unemployment rates have failed to decline, even in countries 
experiencing good growth, is puzzling. In this paper the authors examine three interrelated questions: How has the 
transition from central planning to market economies affected labor market performance? How have labor market 
institutions and policies influenced developments? Why have regional differences in unemployment persisted? The 
authors take an eclectic methodological approach: construction of a new data set and a simple analytical model; 
econometric estimation; and case studies. They find that faster-performing countries have better unemployment 
records; that labor market policies have some, but not dominant, influence over labor market outcomes; that policies 
not typically viewed as labor market policies can nevertheless significantly affect labor markets; and that market 
processes cannot be relied on to eliminate regional differences in unemployment.


