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The labour matching process: 
 A macroeconomic comparison between Spain and Poland. 

 

The complex process of labour market matching can be represented by the matching 

function, which on mathematical grounds formalises the process taking place between job 

seekers and vacancies. The traditional matching function rests on the assumption of vacancy 

and unemployment stocks generating the inflow to employment. Nevertheless, the current 

labour market is characterised by large flows of both job seekers and job offers. The literature 

suggests that if random matching is the prevailing matching technology then short-term 

variations in the outflows from unemployment should be connected to short-term changes in 

the stock variables. However, this is not the case when we observe the data: the flows are 

more volatile than the stock series. 

The aim of this article is to develop a macroeconomic comparative analysis of the 

labour market matching mechanism in Polish and Spanish economies. Both countries are of 

comparable size and have experienced large changes in their unemployment figures during 

the past twenty-thirty years. It is also true that their political environments have been very 

different in past decades. We focus on public labour intermediation. We estimate and compare 

models presenting random and stock-flow matching in order to disentangle the relative 

importance of certain stock and flow variables in generating flows from unemployment to 

employment. We also handle econometrically the temporal aggregation problem using the 

models proposed by Gregg and Petrongolo and Coles and Petrongolo. The bias due to 

temporal aggregation arises when flow variables (as the flow from unemployment to 

employment) are proxied by stock variables. Our results show that the inflows of new job 

seekers and new vacancies play a crucial role in labour market matching. Additionally, we 

obtain that the predominant connection in the labour market of both countries occurs between 

the stock of unemployed and the inflow of new vacancies (stock-flow matching), which 

points out to the job queues framework, an extreme case. 
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