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INTRODUCTION

According to the Joint Assessment of the Employment Policy Priorities of
Hungary compiled by the European Union and Hungary in 2001, the Hungarian
implementation of the EU Employment Strategy will be subject to regular review
in the future as part of the preparation of Hungary’s accession to the EU.

The Joint Assessment and the prospect of assessment on equal footing with
the EU Member States have intensified our efforts, present in the previous annual
labour market reports as well, to compare the achievements of Hungarian
employment policy to those of the European Union and its Member States.

The present survey is extended to include an overview of the accession
candidate countries — beside Cyprus, 10 East and Central European, former
socialist, countries, including the Baltic States that used to be part of the Soviet
Union. Despite the many diversities, information collected over the same period
and according to the same methodology as in the Member States of the European
Union (all of them based on the Labour Force Survey system adopted initially in
the OECD countries) ensures comparability and gives a precise indication of the
relative position of Hungary among the accession candidates. The Hungarian
version of the present Report gives a multi-faceted presentation of the relevant
data, of which we shall present here those required for the comprehensive,
comparative survey of the labour markets and for providing foreign readers more
detailed information on the Hungarian labour market.

The results of the national census of January 2001 alter the weight of part of the
Hungarian labour market data yielded by the annual Labour Force Surveys
carried out since 1992. The change in headcount in several age-groups due to the
increase of the previously known population number, the reference base, by 200
thousand, requiring a posteriori modifications, limits somewhat the validity of
the present overview as well. For example, certain time-series will be quoted
without a presentation of development of the distribution by age groups; we shall
return to these after the release of the corrected, fine-tuned data. Furthermore, the
preliminary population census data released so far, serving as the basis of the
LFS of 2001, may also change yet. (Unfortunately, there is no reason to believe
that the Hungarian labour market situation in 2001 will seem better in the light of
the corrected base data.)

The analysis covers developments having taken place by the end of 2001.
The preparation and publication of the Labour Market Report of 2001 was
supported by the National Employment Foundation.

The manuscript was closed in March 2002.

Budapest, April 2002 Teréz Laky



KEY POINTS

Economic Activity of the Population

| nnual average data of the Labour Force Surveys,
i:ni;?;iﬁn? ht;lv?ing shown gro»%th with fluctuations since 1993 (1998:
51 thousand: 1999: 114 thousand; 2000: 37 thou:sand) Stag{lated n ZOQI;
“the number of persons in employment essentl_ally I‘EIIlElI.FlEd l_ev_el; its
growth by around 10 thousand over the previous year IS within the
sampling error margin (36 thousand) associated with the data
concerned”. {Employment Status Report, 2001., KSH 2002.}

— On the basis of the preliminary population census data, the p_0pu]atit_3n of
the 15-64 year-old, the working-age limits used In international

comparisons, was 6.9 million in 2001, including 3.4 million men and 3.5
million women.

Calculated according to the annual averages demonstrated by the Labour
Force Survey, 3,841.7 thousand among them were in employment
(55.2%), including 2.1 million men (62.1%) and 1.7 mullion women
(48.5%). Within the generations of those past 64, another 17.8 thousand
(almost 11 thousand men and 7 thousand women) were still at work,
hence a total of 3,859.5 thousand had an earning job.

=233 thousand (3.3% of the working-age population) qualified as active
job seekers according to the internationally accepted definition —; 143
thousand men (4.2% of the total male population) and 90 thousand
women (2.5% of all women).

— Hence the economically active (employed and job-seekers together)
totalled 4 mullion (58.5% of the population of the 15-64 year-old), 2.2
million men (66.3% of the male population) and 1.8 million women
(51% of the female population).

:>C0n§equently, 2.9 million - 41.5% of the population of the 15-64 year-
old, including 1.15 million men (33.7%) and 1.74 million women (49%)
— were economically inactive, that is, absent from the labour market.

= In terms of economic activity, Hungary ranks among the last in the
groups of both the Member States of the European Union and the
accession candidate countries. (According to the latest data allowing to
compare all the countries concerned, in 2000, it was last with Italy.)

The barfklog 1s especially marked with respect to the medium-term
economic policy objectives of the EU pertaining to the labour market
presence of women and of the members of the older generations.

= The lpw labour market participation rates of Hungary could be partly
explained by the lower working age limit (male: 15-61; female 15-57)

[l



than the typical European one (years 15-64); approximately 100-120
thousand men and women exit the labour market annually upon reaching
retirement age, several years earlier than their Western European peers.
The higher activity rates of the former socialist accession candidate
countries based on working ages similar to that in Hungary, however,
highlight the partial nature of the above explanation.

= Of course, the Hungarian working-age limit implies a somewhat higher

activity rate, but one that 1s still well below that in the advanced
countries. According to the preliminary population census data, the
population to be taken into account in this respect was 6.28 million in
2001, including 3.3 million men and 3.05 million women. Within the
working-age population concerned 64.2% (69.7% of men and 58.4% of
women) was active.

The relatively high inactivity rate among those of working age according
to the Hungaran definition is indicative of a significant reserve pool for
employment.

The emploved

= As employment expansion 1n the previous years changed into stagnation

in 2001, Hungary’s employment rate is still among the lowest in Europe:
calculations based on the preliminary census data yield a rate of 55.2%, 8
percentage points lower than the EU average of 63.2% 1n 2000.

— Hungary 1s in the lower employment brackets among the accession

candidate countries; it was below the average of the former socialist
countries in 2000 (58.4%) 1n both 2000 and 2001.

= Within the overall rate, the male employment rate of 62.1% 1n 2001 was

more than 10% points lower than the 72.5% average of the EU 1n 2000
(the male employment rate was higher than the Hungarian one in every
EU Member State), and somewhat lower than the corresponding average
of the former socialist EU accession candidates (although 1n this latter
group the majority 1s on a sumilar level). The female employment rate of
48.5% 1n 2001 was lower by 5,5 percentage points than the EU average
of 54% 1n 2000; in several EU countries, the employment rate of women
was either lower or only shightly higher than in Hungary. Hungary’s
backlog 1s smaller relative to the 52.8% female employment rate of 2000
of the accession candidate former socialist countries as efforts to promote
the employment of women have not met with more success in the
majority of the cases there either.

= The relative proportions of the broad sectors of the economy have kept
modifying in 2001. In line with the long-term trend, the number of
agricultural employees decreased further; its share compared to the other
sectors fell from 6.5% 1n the previous year to 6.2%. On the other hand,
the number and share of industrial employees went up from 33.8% in the
previous year to 34.2%. As for the largest sector, the services, the

111



number of the employed showed no change of mert, but the share of the
sector moderated a little (from 59.7% to 59.6%).

— Within the sectors, the industries and especially their branches were
subject to marked staff changes, with losses in some offset by gains in
others. The expansion was most pronounced in the manufacturing

industry (+24.5 thousand). Industry overall, on the other hand, grew
somewhat slower, by 22.6 thousand only, as a result of smaller or bigger

losses in several branches.

— The significant increase in minimum wages, from HUF25,000 to

HUF40,000, no doubt made its effects felt, albeit to different extents, on
the branch-specific rates of employment.
The wage increase, clearly a positive development for the employees,
affecting some 480 thousand in the business sector and 186 thousand in
the public one, implied higher public burdens for the employers. Large
multinational companies were the least sensitive to the increase in labour
costs, but some branches characterised by low average wages were
forced to implement lay-offs. Postponements of staff expansion had a
more forceful effect: a significant proportion of companies actually
cancelled such projects due to the increase in minimum wages.

— 86.8% among the employed, somewhat more than one year earlier, are
employees. For years, sole proprietors have represented some 10% and
members of co-operatives and of partnerships and persons not in regular

employ around 4%.

The increase in the number of employees was essentially due to the
decrease in the number of the self-employed and of co-operative
members.

= The proportion of manual workers among the employed is stable at 60%,
but only hardly more than one third of physical workers are women. As
for the 40% of non-manual workers, on the other hand, women represent
the majornty; office and administrative jobs are typically filled by
women. The proportion of women is much more modest in the highest,
managerial, jobs.

= Around one third of earners is employed by the public sector and two-
third by the business sector. 2001 was the first year when the number of
business sector organisations declined instead of increasing, breaking the
trencliof a decade, due primarily to the reduction of the number of sole
proprietors.

= Some 70% of earners work at organisations with more than 5 staff; more
than one million work alone or at entities with a maximum of four staff.

= The decisive form of employment is still full-time employment for an
indefinite term. Other forms of employment still carry a small weight.
Some 5% worked part-time — that is, in a smaller number of hours than
the usual one; in trade in the first place and in some other services
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branches. Another 5% worked under fixed-term contracts; primarily
those mediated by job exchange agencies focusing on seasonal work.
Some multinational companies hired their entire staff through labour
exchange agencies, under fix-term contracts. Persons employed at
subsidised jobs, such as those doing public benefit work, were also

employed this way.

One of the main hindrances to the spread of the forms of flexible
employment facilitating the labour market entry of those not in
employment is the high tax and contribution payment burden imposed
without differentiation on all forms of employment.

= As for the self~employed, the numbers of members of (unincorporated)
partnerships and of sole proprietors alike declined in 2001. Within the
latter category, the number of working pensioners increased (due
probably to the tax relief, exemption from the itemised health
contribution payment obligation, acting in their favour).

— The number of persons pursuing no business activity but selling their
professional skills or labour force alone with the help of the so-called
Casual Employee’s Booklet (CEB) institutionalised for that purpose has
also remained very small, in spite of the fact that in the second half of
2001, their employers could request a relief from the relevant public
burdens. The Employment Office registered some 18 thousand persons
employed with CEB, and CSO’s Labour Force Survey reported 22
thousand temporary employees on annual average.

— There were several subsidised programmes to promote the employment
of the unemployed and the inactive in 2001, too. Their most significant
funding source was the mandatory contribution of employees and
employers to the Labour Market Fund, totalling HUF160.5 billion 1in
2001. The mission of the Labour Market Fund is to provide funding for

employment promotion and unemployment reduction.

— From the revenue of the Labour Market Fund, HUF82.4 billion was
allocated to provide financial assistance to the unemployed, 78.1 billion
to the promotion of employment expansion and 42 billion within that to
the so-called active programmes.

The state budget appropriated another HUF3 billion on the basis of the
proposals of the competent ministries for public works programmes
announced nationally. Employment growth was promoted — especially 1n
the deprived regions and the strata in the most disadvantageous position
— by several foreign and Hungarian foundations as well.

— The programmes provided jobs of a shorter or longer duration to
hundreds of thousands of those in need of it during the year; more than a
hundred thousand took part in programmes organised through the labour
market service.



| d annually; most
d Hungarians work legally abroa y:
B s Austria, under quotas defined annually on

f the host country. One way of receiving

foreign workers is the exchange scheme for young people on training:

the agreements for this purpose Wwerc joined as of 2001 by the one
concluded with France ensuring the mutual reception of 300 trainees.

— According to a decision taken at the accession negotiations in 2001,
Hungarian citizens will enjoy full freedom of work_ Seven years after: the
country’s accession to the EU. Several EU countries, how'ever, decided
to open their labour markets to Hungarian employees right after the

accession.

— The propensity of Hungarians to undertake work abroad, however, has
remained as modest as it used to be. According to TARKI's survey
carried out for the fourth time since 1993, although interest in
employment abroad intensified somewhat 1n 2001, 1t 1s still degree-
holders who would engage in such work for a longer period of time

seeing the actual demand.

= The population census of 2001 highlighted the increase of the Hungarian
population by an annual 10-18 thousand immigrants in the preceding ten
years, some three-quarter among them of working age and hence
presumably pursuing an earning activity in Hungary, too.

= Some 28-3
among them in Germany and

the basis of the demand ever 0

—Beside the immigrants, Hungary hosts foreign workers representing
around 1% of its earners annually under fix-term employment contracts.
Despite the lower rate of employment, the quota of foreign employees 1in
demand to remedy local, temporal or occupational labour shortages was
extended as of 2002 to around 2% of earners — on the assumption that
this will fgcilitate the employment in Hungary of citizens, ethnic
Hungarians in the first place, of the neighbouring countries. ?

:@ 2091, as before, the n_lajority of foreigners working in Hungary under
mdw@ual labour permits came from the areas of the neighbouring
countries populated by ethnic Hungarians to work in diverse

manufacturing branches, in co | -
_ ; nstruction, trad
seasonal agricultural work. B fRenng and to do

gal employment is still of a significant
at, although InSpections revealed a somewhat smaller nugn?l])er of
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kinds, often associated with vocations in shortage regionally, involving
occasionally thousands of jobs every month. Part of the demand is
satisfied very quickly, while another part cannot be met, at least not from
the stock of job-seekers, for months. In 2001, the labour service placed
84 thousand (almost 7 thousand on monthly average), filling around 20%
of announced vacancies on monthly average. From among the vacancies
registered at the end of the year, a mere 2.5 thousand (6.7%) jobs have
been unoccupied for more than 180 days. Simultaneously, counties
indicated demand for skilled and unskilled labour of different kinds.

Unemployment

—In Hungary, the number of unemployed active job-seekers has been
declining steadily since 1994; in 2001, a total of 233 thousand (143
thousand men and 90 thousand women) qualified as unemployed.
Consequently, the unemployment rate based on the number of the
economically active decreased, from 6.4% in 2000 to 5.7% in 2001.

= This 1s better even than the corresponding 8.2% rate of the European
Union in 2000, although 8 of the 15 member states produced a lower rate
than the Hungarian one. In the accession candidate countries, on the
other hand, unemployment rates in excess of 10% are not a rarity, and in
2000, the unemployment rate of Cyprus alone was lower than that of

Hungary.

— The trends in unemployment decline having manifested themselves in
the course of the years include the following:

* almost three-quarter of job-seekers is 25-54 year-old, that is, they are
persons of “prime employment age”, while those under 20 and
especially those above 55 are represented sporadically only;

* the rate of men is permanently higher among job-seekers than that of
women (61% and 39%, respectively).

* In recent years, the majority of job-seekers (2001: 58%) have lost their
job within twelve months. The job-seeking period has declined
somewhat further, but it still exceeds 15 months on average.

* More than half of the previously employed unemployed exited one of
three branches of the national economy: manufacture, trade and repair

and construction.

= More than 80% of the unemployed had had a manual occupation; mostly
in one of the unskilled occupations mastered by fast training (e.g.
machine operator, assembly worker etc.), or performed a simple activity
requiring no qualification. Women represent around two-third of former
non-manual workers, partly having filled jobs requiring higher
educational qualification.

= Almost 70% of the unemployed is unqualified or has low-level
qualification only.
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