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FOREWORD BY THE EDITORS

The goal of our labour market yearbooks is to review annually the main
developments on the Hungarian labour market and to give an in-depth
analysis of the key issues. The subsequent chapters of this volume present
“stylised facts” and recent research results, together with selected informa-
tion and statistical data. Our further intention is to guide readers in find-
ing other relevant publications and reliable statistical sources. Experiences
accumulated through the publication of the previous volumes (five in Hun-
garian and three in English) and their reception in Hungary and abroad
validated our original idea and gave us the encouragement and stimulation
to enhance both the contents and the quality of the new volumes.

This year we put “in focus” the connection between education and the
labour market. At the beginning of the 1990s there was a wide-spread
opinion that Hungary had entered the transition with a large stock of hu-
man capital and that the educational attainment of the Hungarian popu-
lation was very good by international comparison. In subsequent years the
value of the different educational qualifications has changed dramatically.
As a consequence expansion in education took place at upper secondary
and higher level. Not only has the number and share of those studying at
state education institutions risen considerably, but new participants have
begun to take part in educational activity, and church-run and private in-
stitutions have enlarged the supply of educational institutions. From the
mid 1990s the output from the education system of those with a higher
qualification has also risen and this has consequently resulted in changes,
regarding educational attainment, in the labour supply.

The related chapters collect the results of empirical research analysing
the link between education and the labour market from different aspects.
The first chapter investigates the labour market success of people with var-
ied educational attainment in terms of earnings and employment and this
chapter also deals with the question of how large the stock is of accumu-
lated human capital of Hungary by international comparison. The second
chapter describes the magnitude of educational expansion and its conse-
quences. It presents research results which examine whether signs of over-



education can be observed or not and if the rise in the share of students
studying in church-run and private institutions has resulted in a deterio-
ration in quality. Following educational expansion the question of what is
the role of labour market expectations in the individuals’ schooling choic-
es has also got become a focus of interest. The third chapter of the collec-
tion investigates the role of labour market expectations in the educational
decisions of individuals at two turning points in their educational career:
when individuals choose between upper secondary school programmes and
when they decide on which studies to take at higher education. As there
have been major changes in the school to work transition in recent years
the fourth chapter is devoted to this question. The chapter presents chang-
es in the structure of entry occupations and investigates the labour market
success of recent graduates from upper secondary and higher education.
Finally the last chapter investigates the connection between educational
attainment and migration. Following accession to the EU by Hungary this
question is becoming more and more important. Nevertheless the studies
concerning this question — in a similar fashion to the other chapters — do
not hide the research shortcomings and seek to identify those areas that
are still to be investigated by empirical research in Hungary.

The aim of this collection of studies was to promote dialogue between
science and policy by making research findings accessible to a broader au-
dience, it does not seek to offer economic or social policy recommenda-
tions but rather presents the current situation and seeks to raise questions

— as far as empirical research results makes that possible.

Similar to previous volumes the opening chapter gives an overview of
recent labour market developments and employment policies. The authors
analyse Hungarian labour market trends over the previous year, the factors
shaping these trends and conclude by considering the top priority that na-
tional labour policy might follow. Their focuses are on the main aggregate
variables of the Hungarian labour market, breaking down, through dif-
ferent dimensions (gender, regions, age and education), and also through
international comparison. The brief analysis touches on the sectoral break-
down of employment and unemployment (industry, agriculture and serv-
ices/public and private sector), the changes in unemployment duration and
the working intentions of non-participants. In conclusion the authors try
to capture the trends of gross and net wages in different dimensions (by
sex, public and private sector, regions).

The third chapter provides an analysis of the causes and consequences of
the legal and institutional changes that took place in employment policy
last year. The first section gives an overview of measures that support the
creation and maintenance of jobs. The second section presents the meas-
ures that promote the spread of non-standard forms of employment, and



the third section gives an overview of the main features of the Central Em-
ployment Register and the experiences so far. The fourth section tackles the
measures aimed at promoting equal opportunities for disadvantaged people
on the labour market. The fifth section summarises the changes in voca-
tional training and adult training subsidies. The last, sixth section presents
the new development opportunities and changes in the labour market in-
stitutions as a result of Hungary’s accession to the European Union.

The closing chapter presents a statistical data set, and gives comprehensive
information on the main economic developments, such as demographic
trends, labour force participation, employment, unemployment and inac-
tivity, wages, education, labour demand and supply, regional differences,
migration, commuting, and labour relations, together with some interna-
tional comparisons and methodological remarks. Data on wage and earn-
ing differentials are also presented, along with labour market developments
at the level of seven regions and twenty counties. Considering that the “in
focus” chapter of this volume analyses the connections between education
and the labour market, we included some tables in this chapter describing
the main developments both in education and in the educational attain-
ment of the population.
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LABOUR MARKET TRENDS

INTRODUCTION

In 2004 Hungary made some steps to return to the path of sustainable eco-
nomic growth. In transforming economies, the incalculable political deci-
sions usually make the evolution of the economies more difficult, Hungary
is a typical example of this. We can highlight three major periods in the
trend of the Hungarian economy, as well as of the labour market:

1. Transformation and the stabilization package (1990-1997).

2. Boom of the Hungarian economy (1998-2000).

3. Slowing economy and deepening inequilibrium (2001-).

The first period can be characterized by the structural transition: the
unemployment came to the surface, there was a sudden drop of employ-
ment, which at the end of the period began to rise slightly. First the GDP
sharply decreased then started slowly increasing, and with the exception
of 1994 (year of elections) and 1997 net real wages declined all along. The
second period coincided with relatively high GDP growth, positive but
lower growth rate of real earnings and a slightly more intensive increase
in employment. In the third period, employment appears to stabilize and
become fixed around an — by international comparison — extremely low
rate of about 50-55 per cent.!

1. LABOUR FORCE ACTIVITY

After a slight increase in employment, from 2004 Hungary has again fall-
en to the 2000, 50 per cent employment level. The drop is mainly due to
the change in the absolute number of jobs. At the same time, inactivity
jumped up only temporary, and now seems to be stabilizing at around 46
per cent, which is extremely high. The decrease in employment, however,
seems to precipitate in unemployment: the 1 per cent fall in employment
rate resulted in a 1 per cent growth in unemployment rate, though this
latter index, with its value of 6.1 per cent, is still low by international com-
parison. However, according to the latest data of the first quarter of 2005,
unemployment has risen another 1 per cent to 7.14 per cent. Besides the
extremely low level of employment, due to the great number of inactives,
which is a well-known problem in Hungary, we face again, at the begin-
ning of 2005, the possibility of growing unemployment.

13

1 Among the population aged
between 15 and 74.
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2 The Hungarian rate is still
a bit smaller then that of the
EU-15.

3 Among the population aged
between 15 and 64, in 2004
— third quarter of the year.

4 Among the population of work-
ing age (men: 15-59; women:

15-54).

1.1 Employment

In comparison with the European Union Hungary lags behind as far as la-
bour market activity is concerned. The former fifteen member states of the
Union have an average of about 10 per cent higher employment rate than
Hungary (CSO 2005a). Even the less developed countries do some several
per cent better. The unemployment rates do not differ significantly,” so that
the underlying problem is still the particularly low level of labour market
participation, as this determines the competitiveness of a country.

Considering a comparison among the Visegrad countries, the perform-
ance of Hungary is still rather low. Hungary has an employment rate (56.8
per cent)’ higher than Poland’s (54 per cent), and a bit weaker than Slo-
vakia (57.6 per cent) (CSO 2005a). However, the Czech Republic is doing
much better: their employment level competes with the midfield of the
EU-15 (64.4 per cent).

1.2 Unemployment

After the transition in 1989, Hungary was suddenly faced with rapidly
growing unemployment. The peak was more than 12 per cent in 1993,
the rate then slowly but surely decreasing until 2002 when the trend again
reversed.

The unemployment rate is characterized by strong seasonality: it is high-
er in winter, and is lower in summer. In addition, the latest data show an
increase in the adjusted trend also, the average number of unemployed in
Hungary was 6.1 per cent in 2004, and has an upward tendency. While
the low rate of employment means low competitiveness, the high rate of
unemployment rather means more serious inequilibrium. While the past
years were characterized by a low rate of employment and a low rate of un-
employment, the latter index is now slowly approaching the EU average
(which is above 7 per cent) (CSO 2005a).

Moreover, there is a slight growth in the average duration of unemploy-
ment. While in 2003 the average duration was 16.5 months (which is still
very high), in 2004 it grew to 17.7 months (CSO 2005a). This tendency
also makes difficulties in the decrease of the inactivity rate: those, who
cannot find a suitable job in a given period can easily decide to leave the
labour market. In addition, it is an indication of the change of the struc-
ture of unemployment; the longer the duration, the higher is the non-fric-
tional unemployment.

The 180 degree turn in the tendency of unemployment is partly caused by
a global recession, and it is hard to prove that it has any Hungarian char-
acteristics or if we converge to the “European natural rate”. Later in this
section, we will try to put special emphasis on this question.

14
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1.3 Inactivity

The top priority for the labour market policy should be to help the inactive
population of working age to return to the labour market. The Hungarian
activity rate is really low by international comparison, which weakens the
country’s competitiveness, and causes other long term social problems.

The gender gap in labour force activity is spectacular (see Figure 5), we
will analyse it further. The other important issue that needs to be discussed
is the willingness to work of the inactive group. The vast majority of this
large group do not even intend to work. This, per se, is not a problem, as
pensioners, students and people on maternity benefit aged between 15 and
74 are involved here. A greater problem is that, for example, people work-
ing in the black economy are also involved here; they should be made to
return to the legal labour market. (See later.) The ratio of the so called
hopeless unemployed points out the most serious problem of inactivity:
these people would like to work but do not search for a job because they
think they would not find one appropriate for them. The number of these
is of the order of 100,000 and in Figure 1, we can see that the proportion
of them among the inactive population has grown somewhat, more among
men than among women, which tendency should not be unobserved by
policy makers.

Figure 1: Ratio of hopeless unemployed
to the number of inactives, 2003 and 2004

* ooz [ o004

Total Men Women

2. LABOUR FORCE PARTICIPATION BY DIFFERENT DIMENSIONS

In the following paragraphs we break down the labour market aggregates
by different dimensions and try to point out which of these are the most
responsible for the changes, and which of these should draw the attention
of labour policy.

15
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2.1 Age and education

One major problem is revealed by looking at the diagrams of labour market
status by age (Figure 2, 3). Our impression is ambivalent. On the one hand,
we can see that the employment of the elderly (population aged between
60 and 74) is rising and the unemployment and inactivity of the same age
group is declining. This might signal the normalization of the labour op-
portunities of the elderly: there are jobs created for “active” people beyond
the working age and that treating unemployment by allowing the elder ac-
tive population to retire before the commencement of the retirement age
is becoming unnecessary. This is good news as after the transition govern-
mental policy had no choice than to try this. Another less positive reason
for the increasing level of elderly employment, however, is to do with the
raising of the retirement age, which was unavoidable in order to maintain
the retirement system mainly over the short term.

Figure 2: Unemployment rate by age, total population

%
20

11524 = 2549 mmm 50-59 mmm G0-74

15

l.g I.g. W.g. WNg Lg g ll.g Mg Lag.
2003 2004 2005

Figure 3: Quarterly change of employment, by age
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LABOUR MARKET TRENDS

Besides the positive tendencies of the elderly, however, the employment of
the youngest (population aged between 15 and 24) has fallen some 6 per
cent during the past two years, while their unemployment rate is increas-
ing heavily (from about 14 per cent to almost 19). These facts draw a se-
verely pessimistic picture of the young career starters.

What makes this picture more serious is that most of these career start-
ers are, almost certainly, of a relatively low education level. Taking a look
at the labour market status broken down by education we gain evidence
of an additional problem relating to the previous one (Figure 4). As a clear
piece of evidence of the knowledge-based society, the unemployment rate
among those with at most primary school education is double that of the
average (in the first quarter of 2004 it was 12.67 per cent vs. 6.09 per cent;
in the first quarter of 2005 it was 14.22 per cent vs. 7.14 per cent) and is
increasing.” What is striking is that people of less then secondary school
education are far more exposed to unemployment than those of a higher
education and even than those of the average.

Figure 4: Unemployment rate by education

3B
30
B oo [ 205
25
20
15
10
5
Less than Primary Vocational ~ Secondary ~ Secondary College University
8 grades school school and school school
of primary school Apprentice school with qualification

The greatest problem with the young unskilled, however, might go fur-
ther. Though we do not have appropriate data, these layers might be the
ones where the number or proportion of the “other inactives” (that is not
students® and not individuals on child care allowance) is the highest. The
characteristics of these might be that they want to work but can not find
a job appropriate for themselves or are not satisfied with the wage they
could earn. Therefore, they tend not to enter the legal labour market and
search for alternative working opportunities in the black economy. In the
long run, making them come back to legality may be a real challenge as

17

5 However, the same indices of
other higher educated groups
have grown even more rapidly
during the previous year.

6 Though the number of students
has also been heavily growing.
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7 Though in the first quarter of
2005 the number of unemployed
jumped by 1 per cent compared
to the previous quarter.

it is often hard for white economy employers to compete with black wag-
es. Taking into account that according to a European Union estimate the
proportion of the black economy was about 16-17 per cent of the GDP
around the millennium in Hungary, and that with this Hungary is among
the leaders in this aspect in the EU-25, the problem merits more attention
(FMM 2004; Sik 2000).

Figure 5: Employment and unemployment rate by gender

mmm Fmployment rate of men —= Employment rate of women
== |Jnemployment rate of men === Unemployment rate of women

0 4
l.g. ILg.ILg.V.q. .g. I1g.1ILg.V.g. 1. 11g.1ILg.V.g. 1.g. 11.g.11L.g.V.g. 1.q. 1l.q.1Il.q. V.. L.
2000 2001 2002 2003 2004 2005

2.2 Gender gap

Figure 5 suggests that the employment rate of men is about 15 per cent
higher than that of women, and the situation is just the opposite as far as
inactivity is concerned. There has been a long debate whether this huge
difference is mainly due to women’s discrimination in the labour market or
to the gender specific preferences regarding the propensity to work.

A problem of great importance seems to be, however, the significant and
continuous rise of women unemployment: while men’s unemployment
shows a strong seasonality, and the adjusted path looks stable,” the data
for women give cause for serious concern (Figure 5). Their unemployment
rate has been constantly rising since the second quarter of 2003 (from 5.4
per cent to 7.3 per cent in one and a half years).

Slight but qualitative differences can be captured looking at the time se-
ries of employment and inactivity by gender. In the case of men we again
see strong seasonality but approximating the path by a trend of moving
averages no significant change is observed. In absolute terms, it is not a
cause for joy, of course, as it signals the stagnation of the economy. In the
case of women, the tendencies are more positive, although it also seemed
to stagnate during the previous year: the slightly growing employment
seems to absorb the decline in inactivity though in fact unemployment
has been seriously rising.

18
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2.3 Sectoral breakdown

Looking at the break down of the different sectors, only one significant
change has occurred: after the public sector wage raises the share of public
employment among all the employed started increasing slightly and from
the second quarter of 2004 reversed. In absolute numbers this means an
overall employment increase of 20,000 people in the public sector while
in the private sector employment declined by some 7,000 people. This is
surprising as it is widely known that in Hungary the size of the state bu-
reaucracy is relatively large, which is valid also in the context of the number
of the employed in the public sector. Cutting back the staff was planned
for efficiency reasons and also to signal the state’s intention to pull back
from the economy. This perception does not seem to have been successful
as the number of employed in the public sector — partly due to the wage
rises — quickly grew back to the original level.

The share of agriculture and industry from total employment maintains
a slight decline: during the past two years the employment share of both
has fallen 0.6 per cent, so that at the beginning of 2005 less then 4.8 per
cent of the working population made their living from agriculture and 32.7
from industry. At the same time, from the point of view of the number
of unemployed by former work, the number of those losing their jobs in
the service sector is growing the most heavily. In this aspect agriculture
and — by another dimension — the public sector is stable; at the moment
it is in the private sector where most people lose their jobs. (While among
the employed 72-73 per cent work in the private sector, 82 per cent of the
unemployed worked previously in the that sector. Moreover, the number
of unemployed previously working in manufacturing has particularly in-
creased — by some 24 per cent [CSO 2005a].)

Not surprisingly in a transition economy, the employment of blue-col-
lar workers is declining in favour of the white-collar: blue-collar workers,
those typically with lower education and skills, can witness the deprecia-
tion of their human capital and need to retrain themselves. Assisting with
this, by active labour market programs, is an important priority of the
governmental labour policy and as labour market and labour force is an
accentuated field of European Union policy as well, Hungary also shares
in European subsidies supporting the roll back of unemployment and in-
activity. (See Frey 2004 for details.)

2.4 Regional differences

Even labour market aggregates can show that Hungary is sharply divided
into two parts and these differences do not seem to be diminishing (Fig-
ure 6). The data of the first quarter of 2005 suggests that the separation
might become even worse: the eastern regions of Hungary might divide

19
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into two further parts, with Northern Hungary and the Northern Great
Plain falling behind. These two regions are the ones which suffered the
most at the transition and could not cope with the sectoral transforma-
tion and the declining industry. A major part of the population worked in
the industrial sector as blue-collar workers and for them the problem of
the depreciating human capital was more sharply felt. From a distance of
15 years these difficulties are still visible and are becoming relatively more
and more significant. These regional differences put a terrible burden on
the regional development policy of Hungary because if the situation is left
unchanged these regions will become completely uncompetitive in the
European Union.

Figure 6: Employment rate by region, 2000-2005
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Figure 7: Sectoral transformation by regions, 2004. I. - 2005. I.
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LABOUR MARKET TRENDS

Figure 7 illustrates the change in employment level by sector in the first
quarter of 2004 and 2005. In the figure we can discern that in most regions
(with the exception of Western Transdanubia) opportunities in agriculture
are limited and declining while the emergence of the service sector has
hardly started. The unsatisfying and decreasing development of industry
is also significant, and might be due to high taxation and the considerably
increased wage costs caused by the 2001-2003 wage rises. Looking at the
bars of Northern Hungary and the Northern Great Plain gives cause for
serious concern. Here, large numbers of the low skilled and an underde-
veloped infrastructure deter investments and this stagnation can only be
reversed by governmental help.

3. WAGES

In 2004 Hungary took some steps to return to the sustainable path of eco-
nomic growth, which in part needed to involve a discrete wage policy. In
this chapter we will focus on the previous years’ wage-trends, the sharp
increase due to the wage rise in the public sector in 2002, and the sharp
decrease in 2004.

Figure 8: Growth rate of real net wage and GDP, 1991-2004

15 — = Growth of real net wage = wmmmm Growth of GDP

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Figure 8 shows the annual growth rate of net real wages and GDP between
1991 and 2004. The first of the three major periods already mentioned,
transformation and the stabilization package (1990-1997), can be char-
acterized by decreasing GDP and continuously decreasing net real wages.
The second period, the boom in the Hungarian economy (1998-2000), co-
incided with relatively high GDP growth and a positive but lower growth
rate of real earnings. In the third period, of a slowing economy and deep-
ening inequilibrium (2001-2003), as the figure suggests, wage rises were
unsustainably high.

21



HORVATH — HUDOMIET

8 The sources of data all along
this subsection are CSO (2004b)
and CSO (2005b).

9 y=0.2974x + 2.9122;
R?=0.7022

Economists widely agree that the major problems of the Hungarian econ-
omy following the millenium were the downturn in the external economic
environment; instead of export, there existed an internal demand driven
economy and an unsustainably high growth rate of wages, mainly due to
wage rises in the public sector in 2002 (which extended to 2003) and partly
to the rise of the minimum wage in 2001 and 2002.

These macro level problems, which strengthened the effects of each other,
were the main causes leading to the current situation: The former 5.2 per
cent GDP growth in 1999 dropped to 3 per cent in 2003 and 4 per cent
in 2004, while the former 13.6 per cent (sic/) growth of net real wages in
2002 decreased to —1 per cent in 2004.

3.1 Sectoral differences?®

The correlation between the GDP and real wages is surprisingly low in
Hungary, which can be explained by the relatively large part played by the
public sector where wages are mainly set by political interests.

In Figure 9 we can see the growth rate of real wages in the public and
private sector between 2000 and 2004. This period was characterized by
a relatively big variance of public sector wage growth, which strongly cor-
related with the private sectoral one. The linear model which represents
the connection between the upper variables has R* = 0.7,” which is a really
strong correlation: The public sector wage settings, which are mainly po-
litically and not economically set strongly affect the wages in the private
sector. The significantly increased wage level could be responsible for the
worsening labour market indices (that is to say, for growing unemploy-
ment and decreasing employment). That is why the labour market down-
turn might partly be a Hungarian characteristic, a long run consequence
of the minimum and public sector wage rise and is not solely due to glo-
bal recession.

In 2003 the slowing economic growth and the increasing budget defi-
cit forced the Hungarian government to change its labour market policy.
The measures were postponed and the results surfaced only in 2004. The
last year was characterized by continuously decreasing real wages in the
public sector (5 per cent on average) and barely increasing real wages in
the private sector (1.1 per cent on average), which means a total 1 per cent
real wage-cut in the economy.

Transforming countries are usually characterized by incalculable politi-
cal decisions; Hungary unfortunately is a good example of this: The gov-
ernment seems to rather slow down economic development. The effects of
the public sector wage rises are really spectacular, while the previous po-
litical measures, the rise of the minimum wage in 2001 (by 60 per cent!)
and in 2002 (by another 25 per cent reaching 50,000 HUF) are not that
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evident. The value of the minimum wage compared to the gross average
significantly grew in that two year period by up to 40 per cent, which was
never seen before. In 2003 no rises were given, but in 2004 (by 6 per cent
to 53,000 HUF), so the real value of the minimum wage has decreased in
the past two years.

Figure 9: Growth rate of real net wage in the public and private sector

== Groth rate of real net wage in the public sector

0
% = Growth rate of real net wage in the private sector
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The average gross and net earnings by industry in 2004 highlight that the
wage freeze in the public sector were global: nominal wages hardly increased
in the health and education sectors and in public administration (so that
the real wages decreased), while in the private sector the average nominal
wage growth was marginally above the consumers’ price index.

In the private sector the nominal gross and net wage growths were the
highest in the financial intermediation sector (18.4 per cent — 16.4 per
cent), and the lowest in the hotels-restaurants sector (3.5 per cent —3.9 per
cent). Data evidently show, however, that the highest and lowest wage lev-
els are in the same sectors: the conclusion is that wage inequalities have
increased in 2004.

The gross wages increased more considerably than net wages (6.1 per
cent — 5.7 per cent on average), which means that wages were overall
more taxed in 2004 than in 2003. On the one hand this fact is surprising
as the personal income tax rates decreased from 2003 to 2004" and also
sets back job creation and the growth of employment, while on the other
hand, taking the serious budget deficit into account, the phenomenon is
not surprising.

The growth rate of net wages in the white collar-blue collar compari-
son shows that overall blue-collar workers became better off (6.2 per cent
compared to 5.2 per cent), while in the previously mentioned financial in-
termediation sector the opposite tendency took place (5.3 per cent — 16.4
per cent).
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11 We again gain evidence of
Hungary being extremely con-
centrated in the centre with the
capital, Budapest.

12 Of course, by this, we implic-
itly assumed that the migration
causes labour force deficit in the
underprivileged regions, which
is not necessarily true.

13 According to the data of the
2001 census, a marginally more
than 1 per cent of the population
migrated between counties and
only less than half of the mi-
grants were active on the labour

market. (EUROSTAT)

3.2 Regional differences

A previous chapter came to the conclusion that Hungary is sharply divid-
ed into a more and a less developed part in the context of economic activ-
ity. Figure 10 shows that regarding the earnings and their growth rate, the
situation is more complicated. In Central Hungary the gross and the net
wage level and earnings are about 40 per cent higher than in the average
of the other regions, while in these other regions the wage rates are more
or less similar. The growth rate of the factors mentioned supports our pre-
vious suspicion that the wage inequilibrium deepened in the previous year:
the two regions with the lowest earnings level had also the lowest growth
rate. What is more, we can see that regions with the worst employment
situation are among those with the worst earnings possibilities (Northern
Great Plain, Northern Hungary, Southern Great Plain, Southern Trans-
danubia), and the best is the best from both points of view (Central Hun-
gary)."" We conclude that higher wages coincide with higher employment.
Economists might puzzle as to why the law of demand and supply does not
solve this anomaly: people living in low employment and low wage level
regions should move to live in high employment and high wage level re-
gions. Hence the labour supply surplus would force down wages, while in
the regions from which people have moved the lack of a labour force would
push up wages.'” This way migration would solve the problem.

Figure 10: Total earnings and the growth index in the 7 regions of Hungary, 2004
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Nevertheless, the huge gap between the more and the less developed part of
Hungary does not seem to diminish and the relatively low rate of domestic
migration' also helps to maintain this difference. The main causes behind
this fact are the regional differences between the prices of real estates and
the low level and costliness of flat-renting and are of a cultural nature. As
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far as flat-renting is concerned, it is not common practice as Hungarian so-
cial culture has the ethos that everybody should have his/her own flat and
therefore the ratio of tenant-owned flats is particularly high.

In a word, Central Hungary is definitely the engine and the most boom-
ing region of the Hungarian economy at the moment, but the increasing
inequalities cause associated political and economic problems and tensions
that need to be solved.

4. MIGRATION AND THE EUROPEAN UNION AS AN OPPORTUNITY

On 1** May, 2004 Hungary entered the European Union. The population
has positive expectations for a change in the standard of living, in which
labour prospects and earnings play a key role. In the following paragraphs
we make an attempt to surmise concerning the effect accession will have
on the Hungarian labour market.

The general tendency among the less developed EU member states is that
both their employment rate and their wages converge to the Union aver-
age by some measure. This convergence can be faster and may exceed the
average (e.g. Ireland) while in other cases (e.g. Greece) can be much slower
and it may even be doubtful whether we can call it a “convergence”. The
Hungarian path is similar to that of Spain and Belgium and is definitely
among the worst. However, we must not forget that in 1994 Ireland had
almost exactly the same employment rate as Hungary and that the more
developed regions of Hungary are close to reaching the average of the Un-
ion (CSO-Stadat). Therefore, to move closer to the European level the de-
velopment of Eastern Hungary is crucial. The improvement of infrastruc-
ture, taxation benefits (in times when the budget deficit can afford it) alone
could work wonders in attracting investments and Hungary could follow
the Irish path. A pessimistic scenario would emerge if the segregation of
the two parts of Hungary were not to diminish and this would act as a
block on the aggregate closing of the gap by Hungary. Unfortunately, our
data up to the present supports this outcome.

Looking at accession from another point of view, there are some worries
that because of wage disadvantage foreign migration will become more in-
tensive and highly qualified people (who are definitely more mobile) will
flow out to the west. Fd#i (2000) sums up the results of some surveys. Ac-
cording to one survey from 1996, 20 per cent of the population considered
the possibility of migration, only half took some concrete steps but the ef-
fective migration potential (the proportion of those applying for working
permission or right to abode) is lower than in other Central European
countries (below 1 per cent). At the same time, some two years later the
ratio of effective migration potential in Hungary was already at 3 per cent.
In the ‘90s Hungarian surveys and a survey made for the European Com-
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mission found that 6 per cent of the population were considering leaving
the country, which was, however, 1-2 per cent higher than in the neigh-
bouring countries. The majority of these people consider a relatively short,
1-3 year stay in order to obtain higher wages, better job opportunities and
are highly qualified, young men. (76 2000) Unfortunately, no up-to-date
data was available for us to see the present tendencies, that is to say, after
accession to the Union. The potential might have increased significantly,
nevertheless, as Fdzi (2000) also mentions, foreign migration has its own
rational and cultural determinants so just as internal migration is relatively
low in Hungary, foreign migration may not change dramatically neither.
From all this and from the above data, we conclude that the most likely
scenario at the moment is that Western Hungary will rapidly move closer
to the European standard both in the aspect of employment and wages
while the eastern part can easily fall behind. This puts a terrible burden on
regional development policy (involving labour and social issues) and might
cause serious budgetary tensions between the shortand the long run, which
can not be completely bridged by European Union sources and subsidies.
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EDUCATION AND LABOUR MARKET

INTRODUCTION

Following the beginning of transition one of the key determinants of labour
market changes has been the revaluation of education and experience. The
upward shift in demand for educated labour has not only resulted in the
rapid increase of the returns to education but it may explain — at least in part
— the persistent low level of employment also. The increase in the returns to
education has resulted in the demand for education showing considerable
growth. There was an expansion in education and the number and share
of students following their studies at the upper secondary and higher level
of education has increased substantially. Recently anxiety concerning over-
education has arisen with some arguing that the composition of graduates
by level and field specialisation does not meet market demand.

The aim of the present set of studies was to collect the results of empirical
research analysing the link between education and the labour market from
different aspects. The collection allows us to adopt a position on different
questions. Is the Hungarian labour force well educated by international
comparison or not? What were the reasons for educational expansion? What
are the labour market effects of the increase in educational participation?
What kind of changes could be observed in the transition from to school
to work? During recent years important achievements have been attained
in analysing these questions, but this collection also reveals the questions
about which we have insufficient knowledge. Analysing some important
problems — first of all the effects of the transformation of the vocational
training system — is affected by not only the lack of empirical research but
also the lack of adequate data collection. Some sections of this chapter call
attention to these problems.

The collection consists of five sections. Section 1 investigates the connec-
tion between educational attainment and labour market success in terms
of earnings and employment. One of the most important developments of
the last decade was the huge increase in participation in upper secondary
and higher education and this is why three sections focus on the expan-
sion of education and its consequences. Section 2 presents the magnitude
of educational expansion and the results of research investigating if there is
any observable evidence on over-education today in Hungary and if educa-
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tional expansion has resulted in the distortion of quality. Section 3 presents
findings on the role of labour market information and expectations on edu-
cational decisions. Section 4 focuses on different aspects of school to work
transition and labour market success of graduates. Finally, Section 5 dis-
cusses connections between educational attainment and migration.
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1. EDUCATION AND LABOUR MARKET SUCCESS

1.1 Education and Earnings
GABOR KEZDI

This short study looks at the returns to education in terms of earnings in
Hungary, between 1989 and 2002." Since 1989, Hungary experienced not
only a transition to a market economy but also an expansion in secondary
and college education. Therefore, a particularly interesting question is how
returns to education changed during this period.

Our measure of earnings refers to main job total yearly earnings including
overtime and bonus payments. Education is measured in four categories:
completed lower secondary school (d/zaldnos iskola, 8 grades in Hungary) or
lower; completed vocational training school without a baccalaureate exam
(szakmunkdsképzd); completed upper secondary school with a successful

baccalaureate exam (kdzépiskola); and completed college or graduate school.

Returns will also be estimated for education in years.

Figure 1.1: Schooling and standard deviation of log earnings
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Earnings inequality has risen considerably since the fall of the communist
system. Measured by the standard deviation of log earnings, inequality rose
by more than 60 per cent between 1989 and 2002. Much of the increase
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1 Source of the data is the Wage
Surveys of the National Labor
Center (NLC). NLC Wage
Surveys ask detailed earnings
questions of a sample of em-
ployees from firms and other
establishments employing at least
5. Samples are large and the
data contain basic demographics
and can be matched with firm
characteristics. See Kertesi and

Ko1l6 (1997) for details.
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took place between 1995 and 1999. Figure 1.1 documents the trends in
the standard deviation of between-schooling level and within-schooling
level log earnings. Both components increased for most of the period, but
the former grew faster. As a result, the share of total variance explained by
education (the R? of a simple variance analysis) increased from 21 per cent
in 1989 to 28 per cent in 2002.

Conceptual problems

Returns to education will be measured by standard OLS Mincer-type earn-
ings regressions run on cross-sections of employees (see, for example Willis
1986). Before turning to the estimates, however, we need to clarify some
conceptual problems so that we can interpret the regression results and their
year-to-year changes. The question of this section is whether our estimates
are biased, and if yes, in what direction. Even more important is whether
changes in the estimated returns are biased, and if yes, in what direction.

The first issue is the general identification problem of cross-sectional
regressions. Ideally, one would like to measure returns to education in the
following thought experiment. First, assign a certain level of education to
an individual and measure her complete life-time earnings. Then, start
the whole thing over, and assign a different level of education to the same
individual and measure her lifetime earnings. The difference between the
two earnings will then identify the causal effect of changing education level
from the first to the second, the effect we conveniently call the returns to
education. In this thought experiment we can make sure the difference
between the two earnings levels are due to differences in education only.
The thought experiment is, of course, impossible to carry out. The only way
to identify returns to education is by comparing the earnings and education
levels of different individuals. In such cases we would like to control for all
other factors that affect earnings (but are not caused by education). It is,
again, impossible to measure all such factors. Interpersonal comparisons
can therefore identify the true effect of education on earnings only if those
unmeasured characteristics are uncorrelated with education, i.e. if education
is exogenous in the earnings equation. Without a controlled experiment
(in which assignment of education would be properly randomized) we can
never be sure of that.

In standard Mincer-type regressions estimated by OLS, one controls
for all measured characteristics that could be correlated with earnings.
Typically, 30 to 50 per cent of total (log) earnings variance can be explained
by such regressions. The rest is due to unmeasured characteristics, luck,
or measurement error in earnings. While the last two probably play an
important role when we look at yearly earnings as opposed to complete
lifetime earnings, unmeasured characteristics surely play a role. Unmeasured
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factors that increase earnings (such as “ability” or “motivation”) tend to
increase education as well. This distortion is labeled as “ability bias” in
the literature (Willis 1986; Card 1998). In plain words, it says that more
educated people may earn more than others in part because they have
unmeasured qualities that would make them earn more even if they had
the same level of education. But since those unmeasured characteristics tend
to help them attain higher education levels, it seems as though earnings
differences were caused by to education. As Card (1998) showed, a reverse
bias may also arise, especially if education is measured with some error.
He reviews evidence showing that OLS estimates may actually be right on
target or actually biased downwards. The direction of the bias is still in
general an open question.

Our estimates are based on establishment-level data; therefore measurement
error may be of a smaller importance. As a result, we can expect standard
ability bias to dominate our OLS estimates, resulting in an upward bias
in the estimated level of returns to education. On the other hand, the
expansion of secondary, and especially, tertiary education led to a change
in the ability distribution of more educated people, and this should have
decreased the role of ability bias. When we look at changes in returns to
education, therefore, our estimates probably underestimate the true increase.
This is, at least, what we can expect from ability bias. But there are other
measurement problems that may affect our estimates

The second important issue is selection into employment. Our estimates
refer to the earnings of employed people. Communist countries tried to
make sure all people were employed, but even they could not arrive at
literally full employment. When profit motives and market forces took
over however, many formerly employed people proved to be unemployable.
The least educated saw their employment prospects deteriorate enormously,
while the most educated, especially the most educated men, stayed at nearly
full employment. If our goal is to estimate expected returns to education for
all people, keeping all other things constant, we should take into account
the effect of education on the probability of employment, again, keeping
other things constant. OLS estimates of expected returns to education are
biased if selection on unobservables is important (“selection bias”). If among
the less educated people, only the more able are employed, whilst all of the
better educated people are employed, earnings differences between the two
groups underestimate the expected returns to education.?

Employment fell sharply in the eatly years of transition. As a result,
selection bias is most important when we compare estimated returns for
those years. Measured changes of the returns between 1989 and 1995
therefore most probably underestimate the true increase in expected returns | 2 fsefitio“ 1.2 addresses ‘lhe effect

K A of education on employment
to education in Hungary. probabilities.
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3 Horvdth et al (2004) use a
special labor incomes module

from the 2003 TARKI Monitor
Survey, a relatively small but very
detailed household-level dataset.
Their estimates are not directly
comparable to the ones presented

in this study, both because of
different specifications, and more

importantly, because the TARKI

survey contains self-reported

labor income measures.

4 Labour market experience is es-
timated by age minus modal age

at highest completed education

level. This overestimates actual

labour market experience for
those that had discontinued their
employment career. Women and

the least educated are consider-
ably more likely to had done so.
Therefore, returns to experience

are estimated with a sizable bias

for them.

The third issue arises because we can measure total monetary earnings
from the main job only. The data at hand does not allow the measuring of
fringe benefits or earnings from secondary jobs. Using household survey
data on more detailed labor income, Horvith et al (2004) reinforce what
is both theoretically plausible and supported by anecdotal evidence. They
show that in 2003, the better educated received a larger part of their labor
income in non-monetary fringe benefits and they were also more likely to
have a second job or additional sources of earnings.? As a result, this study
most probably underestimates the effect of education on total labor income
in post-communist Hungary. Unfortunately, we do not have comparable
results for earlier years. Therefore, we cannot assess the resulting bias on
changes in the estimated returns.

Taking the above three considerations together, we cannot tell for sure
whether returns to education estimated in this study are biased upwards or
downwards. But selection bias and the ignoring of important parts of total
labor income probably balance ability bias, and therefore our results are
more likely to underestimate the true effects. As for changes in returns to
education, the picture is more complex. Expected returns to education most
probably rose more from 1989 to 1995 than our estimates show. Changes
after 1995 are probably a lot less biased.

Specification issues

The regressions are estimated by OLS, allowing for arbitrary form of
heteroskedasticity and within-firm clustering. Dependent variable is log
yearly earnings, which allows us to compare slope coefficients without
having to worry about wage inflation. The NLC Wage Survey allows for
controlling for a limited set of covariates. Besides education, the right-hand
side variables include a gender dummy, industry, region, and settlement
type dummies (of the firms), and estimated labor market experience and
its square.* Regression estimates use the weights calculated by Kertesi and
Kol (1997). Un-weighted estimates are very similar.

Based on human capital theory, standard earnings functions relate years
spent in school to earnings, in a linear fashion. Card (1998) shows that
in the U.S., the linear functional form is a good approximation of a non-
parametric returns function. Figure 1.2 shows that this is a bit less true
for Hungary. The linear approximation was a bit off in 1989, and it be-
came worse by 2002. It is the 11-year vocational degree that has been the
important outlier. Already at the end of the communist system, but even
more so by 2002, vocational training provided substantially smaller returns
than what the 11 years completed would predict. We shall report results
from both the linear and the 4 education category specification. The lat-
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ter is more correct a specification, while the former is useful for interna-
tional comparisons.

Figure 1.2: Returns to schooling, different functional forms. 1989, 2002
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Dependent variable of Mincer-type regressions is log of earnings.” Coeffi-
cients from such regressions are easy to interpret if they are close to 0: and
estimated 0.01 slope coefficient means a 1 per cent increase in earnings if
the right-hand side variable in question increases by one unit. Larger es-
timates are more difficult to interpret. Let /£ denote the slope coefficient
in which we are interested. The percentage effect then is (¢ - 1) X 100 %,
which is approximately 65 per cent if = 0.5, and more than 170 per cent
if = 1.0. When interpreting the results, we shall convert all slope esti-
mates to percentage returns based on the above formula.

Estimated returns to education in Hungary, 1989 to 2002

Figure 1.3 shows estimated returns to earnings of three education levels,
relative to completed lower secondary (8 grades) or less, between 1989 and
2002. Detailed estimates are in Annex A.1. Percentage returns are estimated
from dummy parameters on log earnings transformed the above mentioned
way. Returns to completed vocational training has been 10 to 14 per cent,
without a clear trend. Completed upper secondary school without further
education increased from 30 per cent to 40 per cent. Returns to college or
higher education increased dramatically: from 80 per cent in 1989, it ini-
tially increased to 100 per cent by 1995, and reached almost 150 per cent
by 2002. Most of the increase concentrated on the late 1990’s; the growth
rate slowed down after 1999 but stayed significant.
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5 There are at least two reasons
for having a logarithmic left-
hand side variable in earnings
regressions. First, human capital
theory interprets education as
an investment. It relates oppor-
tunity cost of one more year in
school to alternative investments.
It is therefore the expected rela-
tive increase in future earnings
that should be weighed against
the returns to other investments,
proxied by the interest rate. Rela-
tive returns are approximated in
a logarithmic form in continu-
ous-time decision morels. The
other rationale for log earnings
is a statistical one: earnings are
close to lognormal, and therefore
a regression on a logarithmic
dependent variable is expected
to produce more efficient es-
timates.
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Figure 1.3: Returns to schooling levels, relative to 8 grades
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Linear specification in years of schooling shows an increase from 7 per
cent in 1989 to 12 per cent by 2002, an outstanding rate by international
standards. The literature surveyed by Card (1998) estimates 6 to 8 percent
returns. Figure 1.4 shows the estimates based on the linear specification
for the total population and also the youngest cohorts. Returns to educa-
tion of the 30 to 34 year old group rose in accord with the overall increase.
The 25 to 29 year-old group experienced an even more substantial increase,
from 4 to 11 per cent.

Figure 1.4: Returns to completed years of schooling
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Figure 1.5 shows cross-sectional age-earnings profiles for 1989 and 2002.
The figures are based on a quadratic specification, and they show earnings
relative to the 16 year-old least educated employees. The figures highlight
two striking phenomena. First, profiles of the different education levels
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moved further away, in accord with the significant increase of the average
returns to education. Secondly, the cross-sectional profiles have flattened
considerably. The latter suggests another important consequence of tran-
sition: the dramatic improvement of the relative position of the youngest
cohorts, especially among the most educated. This phenomenon is a com-
mon characteristic of most transition economies, as documented by Kézd;
and Kollé (2000). It most probably reflects downgrading of experience ac-
cumulated in the communist economy.

Figure 1.5: Age-earnings profile by educational attainment, 1989, 2002
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Summarizing the results returns to education increased substantially in
Hungary between 1989 and 2002. Young cohorts experienced an even
steeper increase, and intergenerational differences decreased substantially,
especially among the most educated. Taking all shortcomings of the data
and estimation method into account, the results most probably underes-
timate the true increase.

1.2 Employment and Educational Attainment in Hungary
GABOR KERTESI — JULIA VARGA

Although Hungary has successfully passed through the first period of tran-
sition and the economy has started to grow the employment level is still
low and the rate of non-working (unemployed and inactive population) is
extremely high by international comparison. There is a more than 10 per-
centage points lag behind the EU average in the employment rate. In this
chapter based on the data of the 2001 census we will show that the main
reason for the low level of employment in Hungary is that the low educated

37



INFOCUS

6 In the ISCED classification
the level of an educational pro-
gramme should be determined
by its educational content. Asit’s
very difficult to directly assess
and compare the content of dif-
ferent educational programmes
inan international comparative
way ISCED-97 defines various
criteria that should be used as
proxies for the content of the
programme. These include the
duration of the programme,
typical entrance qualification,
type of subsequent education
or destination, and programme
orientation.

7 According to the data of
the 2001 Census 6 per cent of
those aged 25-64, who have
vocational training school
(szakmunkdsképz8) as their
highest educational qualifica-
tion have 10 years of schooling
and 94 per cent have 11 years of
schooling. In the same age group
those whose highest educational
qualification is (former type)
vocational school (szakiskola) 12
per cent have 9 years of education,
32 per cent 10 years of education
and the remaining part 11 years
of education.

8 In the ISCED classification
Hungarian vocational training
schools are classified as ICED3C
type of education, that is they
are classified as upper second-
ary education. There is a wide
variability in the duration and
the level of content of ISCED
3C programmes and this leads
to many problems in the inter-
national comparability on the
educational attainment of the
population. (See for example:
OECD 1999:40—46.) In the fol-
lowing we argue that the clas-
sification of 3 years vocational
training schools to upper second-
ary level distorts international
comparability of educational
attainment of the population
and the investigation of the em-
ployment rate by educational
attainment.

have a larger share in the population than in the EU (15) average and that
their employment probabilities are worse than in the EU.

It is very important both for employment and for education policy to
determine the impact of the two components (the effect of the difference
in the educational attainment of the population and the effect of the dif-
ference in employment probabilities for workers with the same education-
al attainment) on the overall lag in employment level. International com-
parison of the educational attainment of the population is hindered by the
difficulties related to the classification of educational programmes. Clas-
sification can be made using different criteria.® As we want to analyse the
connection between educational attainment and employment we have to
classify educational programmes in such a way that within a group the ac-
cumulated human capital of individuals are comparable and so they are
similarly employable as they acquire similar skills and competences. In the
following we will distinguish three groups: (1) those whose educational
attainment is less than upper secondary school; (2) those whose highest
educational level is upper secondary school; (3) those who have at least
college education.

There are differences in the educational systems of different countries at
all educational levels, but the main differences can be observed at upper
secondary level regarding the duration and content of studies. In Hun-
gary — similarly to most of the post-socialist countries — a large part of
secondary school graduates, graduates from vocational training schools
(szakmunkdsképzd) and vocational schools (szakiskola) has studied for less
years’ and the content of their studies also differed from that of graduates
from the other types of Hungarian secondary schools — gymnasiums (gim-
ndzium) and vocational secondary schools (szakkizépiskola). When we are
forming internationally comparable groups by educational attainment the
most important question is whether vocational training schools correspond
to upper secondary level or not.?

Depending on the allocation of vocational training schools to upper sec-
ondary level or to less than upper secondary level educational attainment
of the Hungarian population is very good in international comparison or
on the contrary educational attainment falls behind the EU average (Figure
1.6). If we classify vocational training schools as upper secondary educa-
tion, then the educational attainment of the 25—64 years old population
is near to that of the most developed countries in the EU. Then the share
of those who have attained at least upper secondary level is above the EU
(15) average by 6 percentage points and only Germany, Norway, Denmark,
Sweden and Finland have better results. If we use the opposite classifica-
tion (that is we classify vocational training schools to less than upper sec-
ondary level) then Hungary is near to Italy concerning the share of popu-
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lation with at least upper secondary level and there are only two countries
which have worse results: Spain and Portugal.

Figure 1.6: The proportion of those who have atteined different educational levels as
a percentage of the EU average by both classifications by gender, aged 25-64, 2001

Per cent Less than Upper Higher
200 upper secondary secondary education
150 [~ -

100 [~
50
0
1. 2. 1. 2.
Men Women

Source: EU-OECD Education at a Glance 2003; Hungary, Census, 2001.

The choice between the two classification possibilities shouldn’t be arbi-
trary. One point of reference might be the comparison of completed years
of education. Completed years of education is one of the measures of hu-
man capital.’ If we compare cumulative years of schooling it turns out
that for those who have finished Hungarian vocational training schools
the cumulative years of schooling is below the average of upper secondary
graduates in the EU (15) countries. For all EU countries the cumulative
years of schooling for upper secondary education is at least 12 years'® while
for Hungarian vocational training schools graduates it’s not more than 11
years (for the older age-cohorts only 10 years).

Figure 1.7 shows the average completed years of schooling and the share of
those who have attained at least upper secondary education and the pre-
dicted years of schooling' in EU countries and in Hungary according to
both classifications. It can be observed that using classification 1, that is if
we classify vocational training schools as upper secondary education, then
in Hungary the average actual completed years of schooling of the popu-
lation are smaller by nearly one year than the predicted years of schooling.
In contrast if we use classification 2, that is we classify vocational training
schools as less than upper secondary education, then average completed
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9 Assuming that human capi-
tal accumulation is linear and
each additional year of educa-
tion increases human capital by
the same value. It is obviously a
very restrictive assumption as
school years at different levels
and types of education might
raise an individual’s human capi-
tal differently, and might result
in different returns. One solution
for handling this problem is
that the average level of human
capital is related to the sum of
years of schooling at different
levels weighted by the return to
that level of education. (See for
example Wossman 2001.)

10 In Austria, Denmark Ger-
many and Italy it’s 13 years.

11 Predicted years of schooling
are based on the ratio of the pop-
ulation who has attained at least
upper secondary education.
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12 Difference in years of school-
ing seems to underestimate the

difference in accumulated hu-
man capital between those whose

highest educational attainment

is upper secondary school or

vocational training school as

wage returns to upper second-
ary education are 40 per cent

while for vocational training

school itis 10 per cent. See Kézdi,
Section 1.1.

13 Relative employment rate:

employment rate of those who

have less than upper secondary
education (the under-educated)

as a proportion of the average

employment rate.

14 Employment rate of women

differs substantially from that of
men in several countries (except-
ing the highly educated) because

of cultural reasons and because

of differences in taking the re-
sponsibility for child care.

years of education is near to the predicted years of education. In the case
of the use of classification 1 the difference between actual and predicted
years of schooling is about one, that is the difference corresponds to the
difference in years of schooling between vocational training schools and
other types of upper secondary education. In the average EU country hu-
man capital of individuals whose educational attainment is upper second-
ary school is greater at least by one year than that of individuals who have
finished Hungarian vocational training schools. The comparison of the
years of schooling attained and the share in the population who have at-
tained upper secondary education seems to be an argument for classifica-
tion 2 being better for international comparison.'

Figure 1.7: Average and predicted years of education and the proportion of the
population aged 25-64 who have at least upper secondary education (per cent)
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Source: EU-OECD Education at a Glance 2003; Hungary, Census, 2001.

For the decision between the two alternative classifications it’s worth ex-
amining the judgement of the market, that is what is an upper secondary
education worth in employment probability by international comparison.
Figure 1.8 displays the relative employment rate' of those who have less
than upper secondary education, the share in the population of those who
have attained at least upper secondary education and the predicted rela-
tive employment rate of the undereducated by gender. The figure shows
that where the better educated is the typical individual of a country (the
higher the share of those who have at least upper secondary education) the
worse is the employment probability of the undereducated. For example
in Portugal, where the share of those who have attained at least upper sec-
ondary level is the lowest, the employment level of the undereducated is
near to the average employment level, while in Germany where the share
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of those who have attained at least upper secondary education the employ-
ment probability of the undereducated is much worse than the average em-
ployment probability. (The connection between the relative employment
level of the undereducated and the share of those who have at least upper
secondary education is more pronounced for men but it can be observed
for women as well.)

Figure 1.8: Relative employment rate of those who have less than upper secondary education (aged 25-64)

and their share in the population by gender
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Source:OECD Employment Outlook; OECD Education at a Glance; Hungary, Census, 2001.

In Hungary the relative employment level of the undereducated is lower
than the predicted level of their employment, but in the case of using clas-
sification 1 the difference between the actual and predicted level of em-
ployment of undereducated is very large, while if using classification 2 the
actual level of employment of the under-educated is much closer to the
predicted level.

Both the average completed years of education and the relative employ-
ment level of the undereducated confirms that the allocation of Hungarian
vocational training schools to upper secondary level causes a large distor-
tion in international comparison.

Changes in the supply side of the differently educated labour are fur-
ther points in favour of classification 2. These changes can be observed as
changes in demand for the different educational programmes at secondary
level. If there are no administrative restrictions in students’ choices then
students’ will choose the secondary educational programme, which pro-
vides the highest private return for them (earnings, employment probabil-
ity).” After the beginning of the transition' the share in applications to
secondary education programmes providing baccalaureate exam (gymna-
siums and secondary vocational school) required for college or university
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15 On the role of labour market

expectations in choice between

different secondary educational

programmes see Hermann, Sec-
tion 3.1.

16 Administrative restrictions in

enrolment to different second-
ary education programmes were

terminated after 1989.
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17 Concerning changes in ap-
plications to the different second-
ary educational programmes see
Lannert, 2.1.

18 Returns to vocational train-
ing have been 10 to 14 per cent
without a clear trend, returns
to upper secondary education
increased from 30 to 40 per cent.
See Kézdi, Section 1.1.

19 Meantime programmes of
vocational training schools have
changed as has the name of that
type of school. The new name of
this type of secondary school
is vocational school (szakiskola
not to be confused with the old
type of vocational schools which
used to provide only 2-years
vocational programmes). The
duration of studies was extended
to four years and the content of
studies also has been changed.
There has been no evidence on
the effects of these changes yet.
In this analysis we investigate
the educational attainment of
those aged 25-64 who had fin-
ished their studies before these
changes.

20 The standard Oaxaca-Blinder
decomposition method was used.
See Annex Al.3.

studies has increased considerably, while there has been a sharp decrease
in applications to secondary training schools.” Changes in the composi-
tion of the different secondary education programmes have followed the
changes of earnings gains and employment advantages of graduates from
the different secondary education tracks.!®

In sum, based on the average completed years of education and on labour
market changes it seems a reasonable assumption that for international
comparison classification 2 is more adequate, that is vocational training
schools shouldn’t be allocated to upper secondary level."” It means that the
educational attainment of the Hungarian population lags behind the EU
average both in average completed years of education and in the share of
the population with at least upper secondary education. The proportion of
individuals who have completed upper secondary education in the popula-
tion aged 25 to 64 years is smaller by 17 percentage points and the propor-
tion of individuals who have tertiary education in the same age-groups is
smaller by 8 percentage points than the EU average. The drawback in skills
and competencies which are essential for labour market success might be
even larger as the results of international adult literacy surveys show. (See
OECD 2000).

In order to determine how much of the differential in the employment
level can be explained by the difference in the educational attainment, we
decomposed the difference in the employment level of men aged 25 to 64
between the EU average and Hungary (using classification 2). Table 1.1
shows the results of the decomposition.?

Out of the 14 percentage points difference in the employment level be-
tween the EU and Hungary only 2.1-3.6 percentage points can be attrib-
uted to educated labour being less absorbed by the economy than in the
EU. The bulk of the difference can be attributed to the employment prob-
lems of those who have less than upper secondary education. A 3.5-5.2
percentage points lag is due to the quantitative lag, that is the low educated
having a larger share in the population than in the EU, and the remaining
5.3—8 percentage points lag can be attributed to the low educated being
less employed than in the EU. It means that the major part in employment
difference can be attributed to the employment problems of the low-edu-
cated. One of the main reasons for the worse employment probabilities
of the low educated is the transport problems of Hungarian villages (see
Koll6 1997; Kertesi 2000).

The lag in the educational attainment of the population aged 25 to 64
will have a long lasting effect in employment as individuals who belong to
these age-groups will be in the labour market for a long time, the youngest
of them for more than 30 years. During recent years major changes have
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taken place in educational enrolment. A larger share of the younger age-co-
horts has been enrolled to secondary schools which provide baccalaureate
exam, the length of studies has been lengthened to four years in vocational
training schools,”! the ratio of students enrolled in higher education has
increased and the expected years of education have also increased. Figure
1.9 shows average completed years of education and the expected years of
education based on the data of 2001. It turns out from the figure that in
spite of the educational expansion Hungary is one of the countries where
expected years of education are the lowest. Expected years of education
are calculated using current enrolment levels and do not take into account
drop-outs, so it does not show where the schooling career of a given co-
hort really ends. Using stock data the share of a given cohort entering the
labour market with low education level can be shown. Figure 1.10 shows
the share of those who entered the labour market with no more than lower
secondary education as the highest educational attainment in the succeed-
ing cohorts.?” For the calculation 2001 census data were used.

Table 1.1: Decompostion of the 14 percentage points difference
in employment rate between the EU-15 and Hungary

Weights

Hungarian employment rate  EU employment rate Hungar-
EU educational attainment  ian educational attainment

Components Education ; :

level Difference Difference

percentage  Difference %  percentage  Difference %
points points

Composition effect 5.2 36.8 3.6 24.7

Low 5.3 375 8.8 60.6
Parameter effect o 37 25.7 21 14.7
Total 14.2 100.0 14.6 100.0

Figure 1.9: Average years of education and average expected years in education
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21 Since 1998 at vocational
training schools students were
enrolled onto four-year pro-
grammes. The first classes of
four-year programmes at voca-
tional secondary schools finished
their studies in the school-year
2001/2002.

22 Estimations were made for the
20 year olds in each cohort.
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231n2001 there have been about
340 thousand aged 2029 year
old young people in Hungary
who had no useful qualifica-
tion (at least vocational training
school). Of these 55 thousand
were full-time students, 55 thou-
sand are on maternity benefit
grant. The remaining 200 thou-
sand have already finished their
studies. A quarter of them have
been unemployed for at least 3
months and 87 thousand are job-
less (unemployed and inactive).

Figure 1.10: The share of under-educated (no more than old-type vocational
education) in the population aged 20 (per cent)
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Note: For example the estimation for 1981 was made with use of data of 41 year
old in 2001.
Source: Census 2001.

The figure shows that the long-term trend of a decrease in the share of low-
educated in the succeeding cohorts observed from the beginning of the
1970s came to an end in the mid 1980s. Between 1985 and 2000 at least
20 per cent of each cohort has entered the labour market without any qual-
ification.”® It means that the generation of the low educated still continues
and the harmful consequences of this process will have an effect over at
least the following thirty years.

1.3 Reallocation of Workers with the Higher Education Diploma,
1994-2002

PETER GALASI

The transition shock at the end of the 80s has had a long-lasting impact
on the labour market tendencies of the ’90s. At the beginning of the pe-
riod — until 1993 — GDP and employment decreased, unemployment and
inactivity increased. From the middle of the ’90s to the end of the decade
GDP started to grow and employment still stagnated whereas unemploy-
ment declined. At the end of the period, a slowing-down of GDP growth
was coupled with decreases in both employment and unemployment.
Summarising the main results of papers studying the Hungarian labour
market (Kertesi — Koll6 1995, 1997, 1999, 2002; Kézdi 2002; Kérosi 1998,
2000, 2002), the transition process can be described as follows. The first
phase (until 1995 or 1996) of the transition shock resulted in massive job
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destruction and a low level of job creation. A large number of older and
less educated workers quit the labour market and the demand for educat-
ed workers did not increase either. The second phase (until the end of the
’90s) was characterised by a massive restructuring of the economy, more
and more modern jobs were created that represented a growing demand
for educated workers. As a result, wage premiums for the young and bet-
ter educated workers were considerably increased, and the labour market
experience of older workers was devalued. An important fact is that in the
second phase the labour demand for workers with the higher-education
diploma and the wage premium for young and educated workers simul-
taneously increased, meaning that despite the growing higher-education
output — observed throughout the period — the supply of young educated
workers was still inelastic. These tendencies — described in the literature on
the subject — could be observed up to the end of the *90s.

These tendencies are not consistent with the so-called qualification-in-
flation hypothesis (Green — Mclntosh — Vignoles 1999) which states that
employers are willing to hire more and more workers with the higher ed-
ucation diploma — due to their higher productivity and/or lower training
costs —, and as a consequence of an elastic supply of the better educated
young, the number of workers with a higher education diploma increases
but the value of higher education diplomas decreases resulting in negligi-
ble (or no) wage premium.

On the basis of simple labour market statistics one can say that no change
in trends detected by previous studies on the subject took place until 2002.
Employment is still slowly increasing,?* unemployment is declining,” the
number of full-time students in higher education exhibits a 150 per cent
level of growth from 1994 to 2002,% the proportion of better educated
workers is still increasing while the proportion of poorer educated is de-
creasing,” the ratio of the monthly wages of those older workers with a
higher education diploma to younger educated workers is declining, that
of monthly wages of younger workers with higher education to those with
high-school diploma is increasing — although the increases/decreases are
slowing down over the last three years of the period in consideration.?® There
are some signs, however, that the position of the educated young would be
deteriorating at the end of the period. The rate of unemployment of those
20 to 24 years old with a college diploma increased from 3 per cent to 7
per cent between 1999 and 2002, and that of the 20 to 29 year olds with
a university diploma more than doubled (from 3 per cent to 7 per cent)
between 2000 and 2002 (KSH Labour Force Survey). It is unclear whether
this is due to the slowing down of the GDP growth, or a more elastic sup-
ply of, or a decreasing demand for, educated workers.

4

24 Annual increases in employ-
ment level are about 2 per centin
most of the years (KSH LFS).
25 5.8 per cent in 2002 from
10.7 per cent observed in 1994
(KSH LFS).

26 It amounts to 178 thousand
in 1994, and 297 thousand in
2001(Statisztikai tdjékoztatd.
Felséoktatds 2001/2002. Oktatdsi
Minisztérium, Budapest 2002).
27 The proportion of employees
with at most primary education
decreases from 23 to 17 per cent,
that of workers with a higher edu-
cation diploma increases form 16
to 21 per cent (Wage Survey of
the National Labor Center, AFSZ
Bértarifa-felvétel).

28 The ratio of monthly wages of
36 year and older workers with
higher education diploma to
those of 25 to 35 year old workers
with higher education diploma is
42 per cent in 1994, and 13 per
centin 2002. The same ratio for
25 to 35 year old workers with
higher education and high school
diploma increases from 47 to 73
per cent (Wage Surveys of the
National Labor Center).
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29 Due to sample-size limits
we will use a three-digit oc-
cupational classification. This
amounts to 77 to 97 occupa-
tions in each of the years where
workers with higher-education
and high-school diploma are

present.

The work in this section focuses on the redefinition of job requirements
and the consequent reallocation of workers among jobs. Reallocation of
workers due to increasing demand for educated workers might be detected
if we simultaneously analyse changes in the wage premium for educated
workers and their proportion among the employees. If both increase then
it indicates inelastic supply of, and fixed or increasing demand for, educat-
ed workers, or relatively elastic supply of, and increasing demand for, edu-
cated workers. If one can observe this pattern on the labour market one
would conclude that some exogenous technical change induces employers
to hire more educated workers for new jobs or jobs designed previously for
less educated workers. At the beginning of the process the supply of edu-
cated workers is relatively inelastic (it takes time for more educated cohorts
to enter the labour market), this would result in increases in the wage pre-
mium for the educated workers, the number of jobs where a wage premi-
um is paid for educated workers, and the proportion of educated workers
employed in jobs requiring higher levels of education. A high or increas-
ing wage premium for the educated workers induces then potential and
actual workers to obtain more education thereby resulting in a more elastic
supply of educated workers that might in turn slow down the increase in
or diminish the wage premium whereas more and more educated workers
would find jobs with higher-level education requirements.

We will analyse the reallocation problem between 1994 and 2002 on
samples of workers with the higher-education and high-school diploma.
We consider four indicators: the proportion of workers with the higher-
education diploma, that of jobs requiring such diploma, the proportion
of workers with the higher-education diploma working in jobs requiring
higher education, and the wage premium paid for workers with the higher-
education diploma in jobs requiring it.

In order to analyse workers’ reallocation we have to classify jobs accord-
ing to their skill requirements. Jobs and their skill requirements are how-
ever unobservable. We assume that occupations are good proxies to jobs*
and that the occupational wage premium paid to workers with the higher
education diploma in the given occupation captures the skill requirements
of occupations. Occupations with a wage premium for workers with the
higher education diploma are considered higher-education occupations
(more exactly: occupations with higher-education requirements), other-
wise the occupations are classified as high-school occupations. Here we
follow Gottschalk and Hansen (2002) who assume that most occupations
are heterogeneous in the sense that employers might hire workers both
with higher-education and the high-school diploma for a given occupa-
tion depending on the actual state of the labour demand and supply. If
workers with a given education are heterogeneous in terms of their produc-
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tivity, then it might be that less productive workers with a higher-educa-
tion diploma will be employed in occupations where they will obtain no
wage premium as compared to workers with a high-school diploma. The
same argument applies if the productivity of workers with a high-school
diploma in a given occupation is higher than the average productivity of
workers with a high-school diploma, since then workers with the higher
education diploma might not realise any wage advantage in these occupa-
tions. In these occupations extra schooling does not produce a wage pre-
mium, thus they can be considered high-school occupations. If, however,
employers pay more for workers with a higher-education diploma, this
implies that extra schooling means additional skills and higher productiv-
ity, therefore employers will be willing to attract better educated workers.
If the assumption of job-requirement redefinition holds and the elasticity
of supply of workers with a higher education diploma is not zero, then we
would expect more and more workers with a higher-education diploma in
these occupations, and at the same time we would detect the presence of
a wage premium for these workers. The redefinition of job-requirements
might result in a reallocation process. Employers are more likely to hire
workers with a higher-education diploma for these jobs. Whether they are
able to realise this or not at a given wage premium would depend on the
elasticity of supply of workers with a higher-education premium. If this
supply is relatively inelastic, then increases in the number of workers with
a higher-education diploma would be slow, and might be coupled with an
increasing wage premium.

Another problem is the minimal wage premium to be applied. It would
be obvious to choose some average observed value. Gottschalk and Hansen
(2002) use a 10 per cent high minimum which is equal to the average re-
turns to college education. By analysing returns to education in 28 coun-
tries, Trostel — Walker — Woolley (2002) find a 10~12 per cent high average
wage premium. From papers examining the transition period of the Hun-
garian labour market we also know, however, that higher education yields
much higher extra wages. We have chosen the average higher-education
wage premium observed at the beginning of the period in consideration
(1994) which amounts to 44 per cent. Thus occupations with at least a 44
per cent higher-education wage premium will be classified as higher-edu-
cation occupations.

We use the annual samples of the Employment Office’s wage survey.?® In
order to compute the occupational wage premium we have run earnings
regressions for each of the occupations and for each of the years.?' We have
specified a simple, Mincerian-type earnings equation. Its dependent vari-
able is the natural log of the monthly wage (before tax) that also includes
one-twelfth of non-regular annual payments. The explanatory variables

30 The original annual samples
include all the employees of the
public sector and a 10-per-cent
random sample for business
sector units with more than 10
employees. The original samples
have been re-weighted and they
are now representative of the
employees by industry and firm
size. The actual annual sample
sizes include 74 to 103 observa-
tions. The author wishes to thank
colleagues from the Institute of
Economics of the Hungarian
Academy of Sciences for making
the data available.

31 Occupations with less than
100 observations have been ex-
cluded from the analysis. It affects
2 to 4 per cent of the observations
of the annual samples.
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32 Earnings equations have been
estimated by OLS and robust
standard errors. This might pro-
duce biased coefficient estimates,
due to selectivity, endogeneity
or simultaneity problems (See
Heckman 1979; Mroz 1987; Card
1998, 2001).
33 We have used the standard
— 5 per cent — level of signifi-
cance for deciding whether the
estimated coefficients are zero
or not. At the same time we
have examined the educational
distribution of each of the oc-
cupations with non significant
parameter estimates, since zero
coefficients might be resulted
from the distribution itself. We
have found some occupations
with non-significant parameter
estimates where the proportion of
workers with a higher education
diploma has been 94 to 100 per
cent, and these have also been
classified as higher-education
occupations.

are: a highest-degree dummy (high school = 0, higher education = 1), po-
tential labour market experience and its square, and gender. The parameter
estimates of the education dummy are then considered as the wage premi-
um.* With parameter estimates at hand we have examined the coefhcients
of each of the equations, and on the basis of the 44 per cent threshold we
have classified all of the occupations as higher-education or high-school
occupations.® Finally all the observations have been classified as workers
in higher-education or high-school occupations.

Results are displayed in Figure 1.11. Here one can find four indicators:
(1.) the proportion of workers with a higher education diploma, (2.) the
average wage premium for higher-education occupations — as a percentage,
(3.) the proportion of higher-education occupations, (4.) the proportion of
workers with a higher education diploma who are working in higher-edu-
cation occupations.

Figure 1.11: The proportion of workers with higher education diploma, the average
wage premium for higher-education occupations, the proportion of higher-
education occupations, and the proportion of workers with higher education
diploma working in higher-education occupations, 1994-2002 (per cent)
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The results might be summarised as follows. The proportion of workers
with a higher education diploma has continuously and slowly been in-
creasing from 32 to 39 per cent. The proportion of higher-education oc-
cupations seems rather stable until 1997, and then it exhibits a quite rapid
growth, the value of this indicator more than doubled between 1997 and
2002, from 12 to 31 per cent. Initially the wage premium associated with
higher-education occupations was 55 per cent — a substantial extra pay
for extra schooling —, then it starts increasing — first slowly then very rap-
idly — until 1998, when it peaks at 73 per cent. Between 1998 and 2002
the premium displays a ten-percentage-point high decrease, but at the end
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of the period it still higher than 60 per cent. The proportion of workers
with a higher-education diploma employed in higher-education occupa-
tions decreases between 1994 and 1997 (from 25 to 20 per cent), then it
almost triples from 1997 to 2000, finally it hits its highest level in 2002
with 78 per cent.

Our results are in line with the findings of previous works on the sub-
ject referred to above. Between 1994 and 1997 growing higher-education
output is coupled with a decreasing proportion of both higher-education
occupations and workers with a higher education diploma employed in
higher-education occupations, whereas the wage premium starts increasing
in 1996. This implies increasing demand for more educated workers and
inelastic supply. The supply becomes more elastic from 1997, and it results
in increases in the proportion of both higher-education occupations, and
workers with a higher education diploma employed in higher-education
occupations. More elastic supply pushes down wages for higher-education
occupations (from 1998), as well. At the end of the period one can observe
a very high proportion of good occupation/education matches for workers
with a higher education diploma, and a relatively high wage premium.

49



INFOCUS

34 Several interpretations of ex-
pansion of upper secondary edu-
cation are possible. Expansion
on one hand can be interpreted
as an increase in the enrolment
in upper secondary education
or as an increase in the number
of students in upper secondary
schools, moreover of those with
upper secondary qualification
(baccalaureate exam). On the
other hand expansion can have
an absolute and a relative inter-
pretation. In absolute terms it
may be an increase like in up-
per secondary school enrolment
while in relative terms there is
no increase in the proportion
of a given age cohort. The same
may be true for the opposite
case when enrolment does not
increase in absolute terms but
there is an increase in relative
terms when a larger proportion
of a given age cohort enters upper
secondary education.

2. EDUCATIONAL EXPANSION

2.1 Facts on Expansion of Education
JUDIT LANNERT

The expansion of secondary education

The structure of public education and the possible ways of progression with-
in the system have considerably changed in recent years. These changes in
the horizontal structure of public education have been forced by the ex-
pansion of upper secondary education.>*

A rapid increase in the number of full-time upper secondary school stu-
dents started in the second half of the eighties. Between 1985 and 1990
the number of those continuing their studies in upper secondary education
increased by nearly 20,000 — from 60,000 to 80,000. This increase in ab-
solute numbers meant stagnation in relative terms, as there was, behind it,
a growing population. Starting from the 90s the number of those enrolled
in upper secondary schools barely changed nevertheless the rate of those
enrolled grew while the student population rapidly fell.

The main engine of expansion was the growing interest in upper second-
ary schools. As a consequence of structural changes and the general crisis
in the training sector and its restructuring, the number of those enrolled
in vocational training schools has decreased considerably. In line with
this the interest in upper secondary education leading to the baccalaure-
ate exam (school-leaving certificate required for higher educational stud-
ies) has grown, the proportion of those entering education leading to the
baccalaureate exam has increased, that is to say the expansion of second-
ary education got under way spontaneously. By the end of the nineties, as
a result of restructuring, 70 per cent of those entering upper secondary
education chose upper secondary schools with a programme leading to
the baccalaureate exam.

In the early nineties only one fourth of upper secondary school students
attended general secondary schools (gymnasiums) one-third attended vo-
cational secondary schools and more than 40 per cent attended vocational
training schools. In the school year 2002/2003 30 per cent of secondary
school students attended general secondary schools (excluding students

50



EDUCATION AND LABOUR MARKET

who are studying in gymnasiums with 6 or 8 grades),”® 46 per cent at-
tended vocational secondary schools and 24 per cent attended vocational
training schools (see Figure 2.1). When those in the lower grades of struc-
ture-changing gymnasiums are also included, 34 per cent of upper sec-
ondary school students attended gymnasiums as opposed to 44 per cent
attending vocational secondary schools. After 1990 not only the number
but also the rate of those with a baccalaureate exam has increased in the
group of 18-year-olds. In 1990 the proportion of those with a baccalaure-
ate exam to all 18-year-olds was 36.9 per cent, while in 2001 it was 54.5
per cent (see 7able 2.1). This proves that having a baccalaureate exam is
becoming common, the lack of it is rather stigmatizing, therefore every-
body strives to obtain it.

Table 2.1: Number of students graduating with a baccalaureate exam, number of
students applying for admission to higher education 1990-2002 (in thousands)

1990 1995 2000° 2001 2002

Full-time students in gymnasium 241 31.2 322 32.5 33.5
All students in gymnasiums 212 34.6 31.1 38.0 40.0
Full-time vocational secondary school

students 28.9 39.1 40.0 379 36.0
All vocational secondary school students ~ 40.6 49.9 52.1 50.9 50.0
All full-time students 53.0 70.3 72.2 70.4 69.5

Number of students graduating with a

baccalaureate exam at age 18-years 36.9 40.4 h2.4 54.5 n/a
Number of students applying for admission

to full-time higher education courses 46.8 86.5 82.9 84.4 89.0
Number admitted as full-time students 16.8 35.1 455 49.9 52.5
Number admitted as a percentage

of applicants 36.0 40.5 54.9 5.1 59.1
Number admitted as full-time students

as a percentage of those who graduated

with a baccalaureate exam 317 50.0 63.0 70.8 75.5
Full-time students as a percentage of
18-22-year-olds 8.5 11.9 19.0 24.7 n/a
Number admitted to higher education,
all students 32.1 103.9 112.9 124.9
Number of students graduated in higher
education, full-time courses 15.9 20.0 29.8 29.7 30.8
Number of students graduated in higher 35 Since 1990 gymnasiums (gen-
education, all courses 24.1 26.2 46.9 415 50.5 | eral secondary schools) provide
N - - - — - alternatively programmes from
Public education data for year 2000 were estimated by the Ministry of Education 5-12% grades (gymnasium 8
based on a 98-per cent survey and trend. grades), 7-12% grades (gym-
Source: Magyar Statisztikai Evkonyv 1990-2001; OM Statisztikai tdjékoztato, nasium 6 grades) these are the

Okratdsi Evkényv 2001/2002 Oktatési adatok 2002/2003, KSH (Central Statistical | so-called structure changing
Ofhice, Hungarian Statistical Yearbook of Hungary 1990-2001; Ministry of Educa- tgi};?arllag;::sivgzslztitl}llerg/aig::_
tion Statistical information, Yearbook on Education 2001/2002 Data of Education progrﬁr}l]mes for 9—12“‘Pgrades
2002/2003, Central Statistical Office). (gymnasium 4 grades).
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Figure 2.1: Total number of students in secondary education, by programme
1985/86-2002/2003
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Supply of Upper Secondary Education

Data from the database of the Information System on Upper Secondary School
Entrance Exams (KIFIR) indicate that on the whole the expansion of up-
per secondary education has no considerable quantitative limits moreover
there is oversupply in nearly all types of secondary education, especially
in programmes of vocational training. However, the inherited school net-
work and the local social demands have produced a school supply that var-
ies considerably by region.

The supply of institutions of secondary education exceeds the demand
in all types of schools but not to the same extent. In 2000, 80 per cent of
places available in 4-grade gymnasiums could be filled, while in 2002 this
percentage was 85. In the gymnasiums (gymnasiums 8 or 6 grades) 90 per
cent of places were filled in 2002, which may indicate a bottleneck. Re-
garding places available in vocational training, however, the rate of places
filled did not change during the three years, less than 80 per cent of places
available in vocational secondary schools and 65 per cent of places avail-
able in vocational training schools could be filled. Overall, the expansion
of upper secondary education cannot be restricted by lack of places as sup-
ply well exceeds demand.

However, the analysis of supply and demand by various educational pro-
grammes shows that in certain areas there is a bottleneck. The demand
for structure-changing (6 or 8-grade) gymnasiums exceeds supply (Figure
2.2). The expansion of this sector is restricted by the fact that on one hand
county-level development plans do not opt for it and on the other hand
the structure-changing (6 or 8-grade) gymnasiums are also interested in
retaining the elite-type character of their education. The supply of 4-grade
gymnasium places seemed to be sufficient in 2000 and 2001, by 2002 how-
ever, there were counties where demand, especially for programmes with
extended foreign language teaching exceeded supply.
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Figure 2.2: Rates of admission to higher education from different
secondary education programmes, 1991-2001
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Source: Calculations made by the author based on the database of Gdbor Neuwirth.

In spite of the expansion and the diversification of public education the
Hungarian school system does not provide opportunities for upper sec-
ondary education for certain social strata. In the first round of applying
for upper secondary school admission many (10 per cent) are unsuccessful.
It is a warning signal that for the most part these students apply for voca-
tional training where oversupply is the greatest. So these students are not
welcomed by vocational training schools either, despite the fact that their
admission would be in the financial interest of these institutions. Among
those not admitted there are a lot of over-age children from Borsod and
from Szabolcs counties and from Budapest, which shows that the expan-
sion of upper secondary education is restricted not by quantitative but by
qualitative obstacles, the Hungarian school system gives a lot of children up
too early, which raises the issue of teachers’ competence and motivation.
Vocational secondary education has proved to be the engine of upper sec-
ondary education expansion. Overall, the supply of vocational secondary
programmes corresponds to the demand but its vocational composition
does not follow the demand of the labour market dynamically enough, it
rather reproduces the existing, often outdated vocational structure. The
increase in the supply of vocational secondary schools was the result of
restructuring within vocational training — in the counties places in voca-
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36 The first students completed
their studies in structure-chang-
ing (6 or 8-grade) general sec-
ondary schools in 1996/97, as
this type of programme was in-
troduced in the early nineties.
In the databases, however, the
general secondary schools that
introduced such programmes are
classified as structure-changing
ones retroactively as well and
thus the indicators of admission
to higher education show the
results of students participating
in 4-year programmes. In this
period these indicators of such
schools are only slightly higher
than those of other secondary
schools. In the mid-nineties,
however, there was a sudden
improvement, which may be
due to the efficiency of this type
of education or to the fact that
education in structure-changing
general secondary schools inten-
sified selection mechanisms.

37 Regarding the average score
of uniform written tests at the
entrance examinations the dif-
ference between schools with
the best and worst average also
increased. Inequalities seem to
have increased in other dimen-
sions as well. The differences
between counties with the best
and worst admission average
increased in ten years. Regional
polarization can also be seen in
average scores of written exams.
In the last ten years the coun-
ties of Southern and Western
Hungary performed the best
at entrance tests while North
Hungarian ones performed the
worst (Neuwrith 2003).

tional training schools decreased by exactly the same figure as the one by
which places in vocational secondary schools grew. This does not necessar-
ily mean a qualitative shift, which is partly due to the fact that vocational
training schools wanted to keep their trainers and school owners did not
want to get into a sharp conflict with the school management. In some
counties, however, a qualitative shift in secondary education has also taken
place along with the changing supply.

Expansion was accompanied by the growth in differences between the
most and the least effective groups of upper secondary schools; regarding
the rates of admission to higher education the difference between the best
and the worst groups of schools grew (Figure 2.3).> As of the mid-nine-
ties the proportion of those admitted to higher education from the struc-
ture-changing gymnasiums has increased considerably while vocational
secondary schools seem to have dropped behind.>”

Figure 2.3: Supply and demand of secondary school places, by programme type
2000-2002 (in percentage)
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Source: Calculated data based on KIFIR (Information System on Secondary School
Entrance Exams).

Increase in the number of students in higher education

In the former socialist countries higher education was characterized by bot-
tlenecks. Regarding the rates of participation in higher education of the
18-22 age cohorts these countries were considerably left behind as com-
pared to the more developed states of Europe. Starting from the second
half of the nineties — partly due to the increasing social demand generated
by the growing number of those with the baccalaureate exam — there was
an explosive expansion in higher education as well.
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As opposed to 1990 the number of full-time students admitted to high-
er education tripled by 2002. The number of students admitted to higher
education of all types (full-time, part-time, correspondent courses) quad-
rupled. The expansion of higher education was of greater extent than that
of secondary education, therefore the rates of continuing studies in higher
education increased significantly. The number of full-time students admit-
ted in 1990 was made up of one third of those who obtained their bacca-
laureate exam in the previous year, in 2002 it was three quarters. The rate
of full-time students in the appropriate (18—22) age cohort also increased
considerably. In 1990 full-time higher education students made up 8.5 per
cent of the 18-22 age cohort, in 2002 this percentage was 25.

In this period the increase in the number of those who graduated from
higher education was smaller. The number of full-time graduates and that
of all graduates doubled. When the numbers of admitted and graduated
students are compared it can be seen, however, that the smaller increase in
the number of the latter cannot fully be explained by the fact that due to
the length of study time the increase in the number of graduates follows
the increase in the number of admitted students by delay. If the number of
graduates is compared to the number of students admitted 4 or 5 years be-
fore, it can be seen that the total number of graduates is smaller by 25 per
cent and that of full-time graduates is smaller by 20 per cent than could
have been expected had all students completed their studies in due time.
Whether this 20 or 25 per cent obtain their degree later or drop out of higher
education altogether cannot be said on the basis of the available data.

2.2 Participation in Adult Education by Educational Attainment3®
JULIA VARGA

This section, based on data of the averages of the 2002 Labour Force Sur-
vey simply describes the differences in participation rates in school-based
adult education by educational attainment and age. The aim of such a de-
scriptive subsection is to estimate the order of magnitude of education and
training which leads to acquiring a formal qualification of the adult popu-
lation outside of full time education and to call attention to the fact that
although it would be essential to follow the educational career of drop-outs
from full time school-based training in particular and participation in life-
long learning of the adult population in general the only existing data-col-
lection which collects information on the participation in education and
training of the adult population is the Labour Force Survey. We have still
less information on the labour market experience of adults subsequent to
participating in adult education or lifelong learning and there is no analy-
sis which focuses on the outcome or labour market effects of adult train-
ing, except for higher education graduates (see Section 4.4).
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39 It means that for those who
have less than lower secondary
education as the highest educa-
tional attainment participation
in lower secondary education is
basic education; for those who
have lower secondary educa-
tion participation in any form
of upper secondary education
and vocational training school
is basic education, for those who
have a baccalaureate exam par-
ticipation in higher education is
basic education. Education for
obtaining a second qualification
is supplementary education for
all groups and also the uncom-
mon tracks for instance when an
individual who has vocational
training school qualification
is studying for a baccalaureate
exam or another who has a bac-
calaureate exam is studying in
vocational training school.

In this assessment we take into consideration participation in formal ed-
ucation programmes leading to degrees, to learning activities that resulted
in qualifications. We will distinguish basic and supplementary education.
Basic education is defined as learning activities which lead to the acquir-
ing of a first qualification or which can be regarded as usual progress in
the school-system, while supplementary education is defined as learning
activities which lead to the acquiring of a second or further qualification
or which deviate from the usual progress in the school system.?

In 2002 participation rate in basic education of 15-74 year olds was 10
per cent and the participation rate in supplementary education was 3 per
cent (7able 2.2). Only 15 per cent of those who have a less than lower sec-
ondary education were studying for a lower secondary degree and one fifth
of those who have a lower secondary degree were studying for a higher de-
gree. There are remarkable differences in participation rates among those
whose highest educational attainment is more than lower secondary edu-
cation by type of their secondary education. 28 per cent of those who had
finished their studies in gymnasium (general upper secondary school with
a baccalaureate exam) are studying for their first degree in higher educa-
tion and 5 per cent of them are participating in supplementary education

— that is the participation rate among them is outstanding. On the con-
trary the participation rate in basic education is only 2.4 per cent of those
who have vocational training school qualification and 6.4 per cent of those
who have vocational secondary school qualification (vocational secondary
school with a baccalaureate exam).

Table 2.2: Participation in basic education and supplementary training by

educational attainment (per cent) aged 15-74
Not par- Participating
Highest educational attainment ticinati Basic Supplemen-  Total
icipating ; -
education tary training
Less than lower secondary (8 grades) 85.2 14.7 0.1 100.0
Lower secondary (8 grades) 78.2 21.6 0.2 100.0
Lower secondary with vocational qualification 99.8 0.2 0.0 100.0
Vocational training school 97.6 0.0 2.4 100.0
Vocational school 93.6 0.0 6.4 100.0
Gymnasium 67.6 21.5 49 100.0
Vocational secondary school 89.3 6.1 4.6 100.0
College 92,5 0.0 75 100.0
University 92.7 0.0 7.3 100.0
Total 86.9 10.1 3.0 100.0
Sources: KSH Labour Force Survey 2002, I-IV. quarters.
The participation rate of those who are older than 30 is negligible both in
basic and in supplementary education, but it is worth mentioning also that
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one quarter of the youngest age group (aged 15-20) do not participate in
education or training and less than one fifth of those aged 21-30 had tak-

en part in any form of education or training (7zble 2.3).

Table 2.3: Participation in basic education and supplementary training

by age-groups (per cent)

Participating
Age group Not participating Basic education Supplgmentary Total
training
15-20 24.3 68.1 1.6 100.0
21-30 82.6 11.5 5.9 100.0
31-40 96.3 11 2.6 100.0
41-50 98.7 0.2 11 100.0
51-60 99.6 0.0 0.4 100.0
61-74 99.9 0.0 0.1 100.0
Total 86.9 10.1 3.0 100.0

Sources: KSH Labour Force Survey 2002, I-IV. quarters.

Table 2.4: Participation rate in basic education and supplementary training
by highest educational attainment in age groups 15-20 and 21-30 (per cent)

N Participating
Highest educational attainment . .Ot par Basic Supplemen-  Total
ticipating X -
education  tary training

Aged 15-20

Less than lower secondary (8 grades) 31.6 68.4 0.0 100.0
Lower secondary (8 grades) 16.6 82.9 0.4 100.0
Vocational training school 4.7 0.0 25.3 100.0
Vocational school 52.8 0.0 47.2 100.0
Gymnasium 15.4 67.4 172 100.0
Vocational secondary school 40.8 27.2 32.0 100.0
Total 24.3 68.1 7.6 100.0
21-30 years

Less than lower secondary (8 grades) 98.5 1.1 0.5 100.0
Lower secondary (8 grades) 96.1 3.4 0.5 100.0
Vocational training school 96.3 0.0 3.7 100.0
Vocational school 93.5 0.0 6.5 100.0
Gymnasium 46.2 48.9 5.0 100.0
Vocational secondary school 80.0 13.8 6.2 100.0
College 815 0.0 18.5 100.0
University 80.6 0.0 19.4 100.0
Total 82.7 11.5 5.9 100.0

Sources: KSH Labour Force Survey 2002 I-IV. quarters.

Table 2.4 shows participation rates of the youngest age groups by educational
attainment. Out of those aged 14-20 who have not finished lower second-
ary education (8 grades) more than one third does not learn anything and
those aged 14-20 whose highest educational attainment is lower second-
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ary school (8 grades) 16.7 per cent does not learn anymore. About half of
those who have a vocational school qualification and a quarter of those who
have a vocational training qualification are participating in supplementary
education in the youngest age-group. In the same age group more than
two-thirds of those who have finished gymnasium are studying in higher
education and a further 20 per cent are in supplementary education. Par-
ticipation rates of those who have finished vocational secondary school is
lower, a third of them aged 15-20 are studying in higher education and
another third takes part in supplementary training. About half of those
aged 21-30 with a gymnasium qualification are still continuing studies in
higher education, but only 10 per cent of those aged 21-30 with a vocational
secondary school qualification. Participation in education and training in
this age group is high for those who have a higher education qualification,
one fifth of them are participating in supplementary education.

Table 2.5: Distribution of participants in supplementary education by highest
educational attainment by types of education or training (per cent)

Highest educational attainment
Voca- Vocational Gym- Vocational

Type of education . L Col-  Uni-
tional  training  na- secondary lege  versity
school  school  sium  school

Gymnasium 43.6 51.0 0.0 1.1 - -

Vocational training school 1.7 1.8 33 - - -

Vocational training school 9.4 7.9 0.3 1.4 - -

Vocational qualification listed in the
NTR? (without baccalaureate exam) 9.4 14.7 1.1 35 0.2 -

Vocational secondary school 1.7 6.7 5.5 - -
Vocational qualification following
a baccalaureate exam 10.3 2.8 48.3 43.6 1.5 -

Post secondary vocational training 1.7 1.4 12.1 16.2 9.3 4.5
Accredited higher vocational training 6.8 0.3 5.8 5.5 48 3.5

College - - - - 31.2 9.8
University - - - - 31.0 337
PdD, DLA - - - - 05 219
Other 3.4 12.0 15.4 20.5 19.8  26.2
Non school-based training following

baccalaureate exam - 14 8.2 8.2 1.8 0.4
Total 1000 1000 100.0 100.0 100.0 100.0

* NTR-National Training Register.
Sources: KSH Labour Force Survey 2002, I-IV. quarters.

Regarding the aim of the studies (7zble 2.5) half of those who have a voca-
tional training school qualification are studying to obtain a baccalaureate
qualification the remaining half are studying to obtain a second vocational
qualification. Out of those who have a gymnasium qualification and do not
study in higher education the bulk want to obtain a vocational qualification.
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Out of those who are participating in education and training with a
college degree a third are following university studies, and another third
are studying at college level for a second qualification. Of those university
graduates who are studying one third want to obtain a second university
level degree, 10 per cent a college degree and 20 per cent are participating
in doctoral studies.

2.3. Over-education, Under-education and the Wage Premium
on the Labour Market, 1994-2002

PETER GALASI

In Hungary, from the beginning of the nineties, a quite rapid higher edu-
cation expansion has been taking place. This might lead to higher rates of
unemployment for those with a higher-education diploma, or, if a crowd-
ing-out effect is present, more and more persons with a high-school diplo-
ma would quit the labour market. In addition it would result in decreases
or the disappearance of a wage premium for educated workers.

The problem of over-education was first raised in a similar situation in the
US in the mid-seventies. Freeman (1976) then argued that workers with a
higher education diploma would work in jobs not requiring a higher-edu-
cation diploma because of the expansion of higher education, this would
produce lower returns to higher education resulting in less schooling invest-
ments, thus less students in higher education institutes. These expectations,
however, were not fully realised, returns to higher education remained high,
although participation in higher education decreased in the seventies (Card

— Lemieux 2000). Higher education expansion in Britain has not produced
a lower wage premium, either. Between 1978 and 1996 returns to higher
education remained essentially the same (Chevalier 2003).

In Hungary a growing supply and demand for educated workers went
hand in hand and this resulted in a high and increasing higher education
wage premium in the nineties.*’ In this section we analyse the impact of
under- and over-education on wages from the mid-nineties to the begin-
ning of 2000. Over/under-education tries to capture an important element
of the job/skill matching problem by using education as a matching indi-
cator. The over-educated (under-educated) individual works at a workplace
where the job requires less (more) education than they possess, whereas
for the properly educated worker job and education make a good match
in terms of required and possessed education. There has been a growing
literature on the subject which is mainly concerned with returns to, and
the extent of, over- and under-education. An important assumption of the
recent over-education models is that matching has an impact on the wage
premium (or returns to education), and consequently the same education

5

40 Kertesi — Kolls (1995, 1997,
1999, 2002); Kézdi (2002);
Kérési (1998, 2000, 2002).
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41 See for example Hartog
(2000); Groot — Maassen van
den Brink (2000).

42 See Cohn — Ng (2000).

43 See Kertesi— Koll6 (1995, 1997,
1999, 2002); Kézdi (2002); Kérési
(1998, 2000, 2002).

yields different wages depending on job requirements, that is job/educa-
tion matching.

In order to examine the problem it is necessary to determine the educa-
tion requirements of jobs, that is the education required in the job, then
with the help of information about workers’ schooling, all employees have
to be classified as under-, over- or properly educated. This can be done in
several ways.*! Similar to other papers,** we use Kiker — Santos — Oliveira’s
(1997) method. We assume that the recent occupation of the respondent
is a good proxy for their job, and that modal years of education observed
in a given occupation correctly represent the education requirement of that
occupation. Modal years of education are then computed from the sample
for each occupation, and these modal values are assigned to each respond-
ent as years of required education. With observed and required education
at hand, years of over- and under-education can also be computed. Then
we will run wage regressions and we expect different returns to a year of
over-, under, and required education.

The results of the empirical estimations mostly confirm the basic idea.
The rate of return to years of education required by the job is normally
positive and higher than the wage premium associated with over-educa-
tion, whereas under-education produces wage penalties (negative estimated
coeflicients for a year of under-education).

The problem of over-education can be interpreted here in the context of
an economy in transition. Some labour market consequences of the tran-
sition process were analysed in section 1.3. We have found that employers
re-defined their job-requirements, that is they considered more and more
jobs as requiring more educated workers than previously. Since the supply
of educated potential workers became more elastic at the end of the nine-
ties, employers were to a greater extent able to hire more educated workers
needed for the jobs with re-defined requirements. This resulted in better
education/occupation matches and a lower wage premium for the edu-
cated workers.

We consider three elements of the problem. First we analyse how re-
quired and observed education develop over time. If in Hungary — as oth-
ers show?’ — the structure of labour market demand has been changing in
favour of the better educated and the supply of educated workers has be-
come more elastic, this might have resulted in increasing average required
and observed education. Second we examine the extent of under- and
over-education over time. Since both the demand for, and the supply of,
educated workers has been growing over the period in consideration, one
would expect an increase in the number of the over-educated, and a de-
crease in that of the under-educated over time if the proportion of good

60



EDUCATION AND LABOUR MARKET

matches remains stable. Finally we take a look at returns to over-, under-,
and required education.

We use annual samples from the Employment Office’s wage survey. This
dataset allows us to capture only two elements of human capital: educa-
tion (highest degree) and potential labour market experience.* Both are
imperfect proxies to the given constituent of human capital, in addition
we have no information of its other elements (tenure, job-training, abili-
ties). For this reason our analysis might be considered as a first approxi-
mation to the problem.

The basic analytical tool is a wage regression, some extension of the Min-
cerian-type wage equation, that is able to simultaneously capture the gains
and losses associated with over-, under- and required education. The indi-
vidual’s schooling is measured in terms of years of education and can be
decomposed as follows:

S=R+0-U,

where S denotes the years of education the individual possesses, R stands
for years of education required by the job, and O and U represent years of
over- and under-education, respectively. If the individual has the required
education, then S = R (O = U = 0), if over- or under-education are present,
then =R+ 0 (0>0,U=0)and S=R- U (U> 0, O =0), respectively.

We assume that occupation is a good proxy for a job, and that modal
years of schooling of an occupation might be considered as a fair indica-
tor for the educational requirements of that occupation.® If one intends
to examine over- and under-education over time and the labour market is
not necessarily in equilibrium then it is not obvious whether modal years
of education of a given year might be interpreted or not as the education
requirement of an occupation for that year. This would be especially im-
portant for an economy in transition where the supply of educated workers
is temporarily inelastic at the beginning of the transition, thus employers
cannot hire all the educated workers they intend to at the going market
wages. In this case using actual modal years of education would underesti-
mate the actual educational requirements of an occupation, and therefore
would overestimate the actual number of over-educated workers. This clas-
sification bias could be reduced if on the basis of findings of the literature
on the subject referred to above, we assume that the supply of the educated
workers becomes elastic by the end of the period in consideration, thus it
is reasonable to use last year’s (2002) modal years of education as the indi-
cator for the “true” educational requirement of occupations.

We expect the (almost) standard results for the estimated coefhicients:
positive coefficients for required and over-education, a negative one for the
under-education variable. It is also expected that the return to a year of
required education would be higher than that to a year of over-education,

6

44 The first element is years
of schooling, the second one
is computed as age-years of
schooling — 6.

45 Due to sample-size limits
we will use a three-digit occu-
pational classification.

46 Estimations made with the
help of actual modes also sug-
gest that the 2002 mode might
capture more correctly the edu-
cational requirements of occu-
pations.
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that is, that an over-educated individual would get lower wages than they
would realise in an occupation requiring the years of education they have
acquired, but obtain higher wages than other workers working in the same
occupation with the required education. Finally, we expect wage penalties
associated with under-education to be lower than the wage premium paid
for a year of required education, implying that the under-educated worker
gets higher wages than they would get in another occupation where they
would be properly educated. (For the specification of wage equations see
Annex A.2.1.)

The results show decreases in the average required education and no chang-
es in the average observed education between 1994 and 1997. For these years
the average observed education is lower than the average required educa-
tion. This implies an inelastic supply of educated workers which induces
employers to lower their occupational requirements. From 1997 to 2002 the
value of both indicators increases, and this might result from a more elas-
tic supply of educated workers and the parallel redefinition of educational
requirements of occupations. The observed average education is growing
faster over time than the required average education (Figure 2.4).

Figure 2.4: Observed and required schooling, 1994-2002 (years of schoooling)
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As regards the proportion of under- and over-educated workers (Figure 2.5),
at the beginning of the period about one third of workers were over- and
every tenth of them were under-educated. The share of those under-edu-
cated has been continuously decreasing over the period and it amounts to
less than 20 per cent in 2002. The proportion of the over-educated starts
increasing in 1995, and it exceeds in number those under-educated at the
end of the period (24 per cent). One of the consequences of the transition
seems to be that over-education rather than under-education becomes the
dominant form of occupation/education mismatch.
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Figure 2.5: The proportion of the over- and under-educated,
1994-2002 (per cent)
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Figure 2.6: Returns to a year of over-, under- and required education,
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The wage premium due to required education is relatively high (Figure
2.6): the return to a year of required education amounts to 9 to 11 per
cent. It first decreases from 10 per cent in 1994 to 9 per cent in 1997, then
increases to 11 per cent (2002). This suggests that employers are more and
more willing to pay more for good matches, implying that a more elastic
labour supply has been going hand in hand with raising the value of bet-
ter matching.

The return to a year of over-education is always positive which is in line
with the findings of the literature, and, except for two years, yields lower
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returns than required education does. It increases or stagnates between
1994 and 1999, then starts decreasing. One detects a 1.5 percentage point
decline between 1999 and 2002. It seems then that, at a given demand for
educated workers, a less elastic supply of educated workers produces high-
er wages, and as the supply of educated workers becomes more elastic, the
wage premium for over-education would be reduced.

The returns to a year of under-education are negative for each of the years.
It oscillates between —5 and —6 per cent. Thus under-educated workers suf-
fer from wage losses as compared to those possessing required education
and employed in the same occupations. It also holds true that they realise
higher wages than persons with the same education working in occupations
where the education obtained by them is just the education required.

2.4 The Impact of Cost-priced Education on the Labour Market
Situation of Higher-education Graduates
PETER GALASI

Since the second half of the 90s the system of Hungarian higher educa-
tion has comprised public, church-run and private higher education in-
stitutions. In addition to state-funded places all the institutions may have
cost-priced places meaning that students have to cover the whole costs of
their schooling. Cost-priced education has been increasing since that time
in terms of places to be offered, and the question arises whether growing
demand for cost-priced education and higher-education institutes’ moti-
vation to cover the costs of their activities would lead to the worsening of
the quality of cost-priced higher education. There are some signs that they
would. First, the admittance scores for cost-priced places are lower than
those for state-funded ones, and second the ratio of students admitted to
students applying is higher in the case of cost-priced education. Both in-
dicators suggest that entry requirements are lower with cost-priced higher
education, thus its students are of lower quality in terms of skills and/or
abilities. In addition, a number of cost-priced places are present at newly-
founded higher-education institutes and it might be that it takes time to
form a good quality staff of teachers.

In this section we examine the potential impact of cost-priced education
on the labour market success of higher-education graduates. We consider
two aspects of the problem: wages and labour market status.

We use the second wave of the so-called FIDEV survey, a dataset repre-
sentative of the 1999 higher-education graduates, and containing infor-
mation on their September 2000 labour market situation. One tenth of
the sample studied at cost-priced places, a half of them were students at
private, one third at church-run institutes, and two fifths graduated from
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state-run higher-education institutions. Some 80 per cent of graduates from
cost-priced education have a college degree, whereas the value of this indi-
cator is only 60 per cent for the whole sample of graduates. In the case of
some types of education (informatics, economics and business, technical)
cost-priced students are over-represented.

Wage as a labour-market-success indicator might be interpreted in sev-
eral ways. If profitmaximising firms are present on the demand side of the
labour market, then observed wages can be considered as realised wage
offers, reflecting employers’ judgement about the productivity of would-
be employees. If we assume that students from both cost-priced and state-
funded education might be hired for a given job, then differences in wage
offers imply differences in productivity, that is, if former cost-priced stu-
dents get higher (lower) wages, then they are more (less) productive than
those graduated from state-funded places. Note that the undeterminedness
of relative wages is consistent with human capital models as well (Becker
1975; Mincer 1974).47

We have run wage regressions*® with the natural logarithm of net (after-
tax) monthly wages as the dependent variable. We have estimated three
models with different specifications for cost-priced education. Model 1
only contains a dummy (cost-priced = 1, state-funded = 0), model 2 dif-
ferentiates the three types of cost-priced education, state-run, church-run
and private cost-priced education dummies are inserted into the equation.
Finally, in model 3 three dummies for individual private institutes (Gébor
Dénes College, Kodolanyi Janos College, Modern Uzleti Tudomanyok
College) are present in place of the private cost-priced dummy, in order to
check whether these institutes differ in terms of wages.

47 Assume that the potential higher-education student maximises the present value of their life-time
income, and — for simplicity — assume that they will be admitted to a higher education institution at
the given probability of admission and the decision solely concerns the choice of a cost-priced or state-
funded place. Then they will choose a cost-priced place if the present value of the lifetime wage gain
due to the cost-priced diploma exceeds the additional costs of obtaining a diploma at a cost-priced
place. The student will choose a cost-priced place (institution) if the following (in)equality holds:

b
ZT“ (I_P)WCP_PW/SF > Zi CCI’_ CSF ,
P (1+4)* = 1+

where Cgp and Cg are the costs of a cost-priced and state-funded place for the potential student,
respectively, Wpand Wjare the expected (annual) wage obtainable by graduating from a cost-priced
or state-funded place, p denotes the probability of admission to a state-funded place, ¢ is life-cycle
time, the individual spends #—1 time periods on studies and k to 7'time periods on the labour market
(with a final period of time 7), and i is the individual’s discount rate. By assumption. The potential
student would choose a cost-priced place if; therefore the decision will depend on the wages and
the admission probabilities associated with the two kinds of places. p is a function of the criteria of
admission (entry exams, admission restrictions in terms of the number of students to be admitted,
entry scores, etc.). If the criteria of admission are much stricter for state funded than cost-priced places
(1-p > p) then the student might end up with a choice. If the criteria of admission do not differ much
or do not differ at all then choosing a cost-priced place will result in (Galasi — Varga 2002).

48 The estimated coefficients might be biased due to endogeneity, simultaneity or self-selection. We
have run selectivity-bias corrected regressions following Heckman’s (1979) procedure.
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All other independent variables are the same in all of the models. The
working time variable is intended to control for the effect differences in
hours of work might have on wages. We have an in-school labour market
experience dummy (whether the respondents worked regularly for pay dur-
ing their studies) which might capture the impact of labour market expe-
rience on wages. Education (college = 0, university = 1) and job training
(whether the respondents participated in job training after graduation or
not) dummies are inserted in order to consider two additional elements of
human capital. Finally a series of type of education dummies might show
whether they provide more or less opportunities in terms of wages.*

In order to see how cost-priced education influences labour market sta-
tus, four states have been distinguished: employed, unemployed, full-time
student and other inactive. Behaviourally the employed status means that
the graduate wants to enter the labour market under the conditions it of-
fers, and is successful given that employers are willing to hire her/him. The
unemployed are also inclined to have a job but cannot find a proper one.
The full-time student postpone their entry because the conditions want-
ed are not met, or because they expect better employment chances in the
future. Finally, for an inactive person neither actual job-offers nor future
ones seem attractive, and for this reason they do not enter the market and
do not study.’® The specification of cost-priced and state-funded education
is the same as in the earnings equations.

One of the important problems of the estimation is that we have to sep-
arate the effect of cost-priced education from the impact of differences
in labour market opportunities due to differences of education level and
type of education. We have information about average wages and working
time by types of education, and we also know in how many occupations
a person with a given type of education can be employed. This is an occu-
pational concentration index’' showing the chance a person with a given
type of education can be employed. Average wages and hours of work as-
sociated with a given type of education are interpreted as the mean wage
and working-time offer a potential employee faces when considering en-
tering the labour market.

49 For an analysis of other variables’ impact on wages see section 4.3.
50 We have used multinomial logits for the estimations.
51 The index for type of education i with occupations o is as follows:

K-(1-5p? N,
i= _0]710) N-1 ’
where p,, denotes the proportion of individuals with type of education i working in occupation o,
N, is the number of occupations, and 0 < K7} < 1. If it is zero, then individuals with a given type of
education are concentrated in one occupation. If it is one, individuals with a given type of educa-
tion are distributed evenly among occupations (van Smoorenburg — van der Velden 2000). When
constructing the concentration index, we had 54 types of education and 117 occupations.
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Table 2.6 displays the results.”* Wages of former students graduated from
cost-priced or state-funded places do not differ, and it also holds true if
we distinguish state-run, church-run and private institutes. A significant
wage dispersion is detected however among private institutes suggesting a
considerable heterogeneity regarding the quality of education within cost-
priced education provided by private colleges.

Career-beginners graduated from cost-priced education have better chanc-
es of being employees and they become full-time students with a lower prob-
ability than those graduated from state-funded education (model 1). This
is also true of graduates from cost-priced education provided by state-run
institutes (model 2 and 3). The chances of continuing higher education on
a full-time basis are significantly lower for those who pay the full costs of
education at church-run institutions, and for former-students of two of the
three private colleges the probability of becoming inactive is lower than for
those having been at state funded places of state-run institutions.

Table 2.6: The impact of cost-priced education on labour market status and wages”

W Labour market status"

ae Employee Student Inactive
Model 1
Cost-priced 0.041 -0.052
Model 2
Cost-priced
Church-run -0.061
State-run 0.042 -0.055
Private
Model 3
Cost-priced
Church-run -0.064
State-run 0.054 -0.059
Private
Gabor Dénes College -0.156
Kodolanyi Janos College 0.287 -0.226
Modern Uzleti Tudomanyok College  0.353 -0.015

* Significant parameter estimates; ~ multinomial logit, marginal effects.

All these suggest that in terms of wages and employment opportunities

cost-priced places do not provide an education of worse quality than state-| 52 For detailed resules see Galasi
funded one — Varga (2002) Tables A1-A9.
unded ones.
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53 Choosing gymnasium (gim-
ndzium), vocational second-
ary school (szakkizépiskola)
or vocational training school
(szakmunkdsképzd) is assumed
to reflect different strategies for
the entire educational career of
students and different levels of
education to be achieved. Gym-
nasium can be considered as a
step towards higher education,
while choosing a vocational
training school indicates that
the student aims at gaining some
qualification as fast and simply
as possible. Vocational second-
ary school leaves open the route
to higher education, though it
may provide smaller chances for
admission to the most popular
universities compared to the
gymnasium.

3. THE ROLE OF LABOUR MARKET EXPECTATIONS ON EDUCATIONAL
DECISIONS

The increasing demand for upper-secondary education and for higher edu-
cation seems to support that individual educational decisions take into ac-
count labour market returns to education. Using individual level data this
section investigates determinants of individual educational decisions at the
main ramifications of individuals’ schooling career, first the choice between
upper secondary programmes and the higher education decision.

3.1 The Impact of Labour Market Returns on Schooling Decisions after
the Lower Secondary School
ZOLTAN HERMANN

This chapter seeks to answer the question to what extent families consider
the labour market returns when making schooling decisions after the lower
secondary school. Since this decision has a long lasting effect on the en-
tire educational career of students, it can be expected that labour market
conditions may influence as early schooling decisions as those made at the
end of lower secondary school®® (d/taldnos iskola).

This analysis of schooling decisions builds on human capital theory. It is
assumed, that families compare expected labour market returns to educa-
tion with the direct and indirect (i.e. foregone earnings) costs of education.
The larger the returns of education that a student may realise the higher is
the likelihood of school continuation cezeris paribus. The most important
factors affecting schooling decisions — according to both human capital
theory and former empirical evidence — are the costs of education labour
market returns to education, family income, the education of parents and
individual ability (see for example Becker — Tomes 1986).

Since the previous studies on the impact of labour market returns have
overwhelmingly focused on entering higher education (a notable exemption
is Micklewright — Pearson — Smith 1990), it is especially interesting to ana-
lyse schooling decisions after the primary school. Moreover, the problem
is also important in relation to regional disparities: the regional patterns
of schooling decisions may enhance or mitigate these disparities.

The returns to schooling are not observable for the individual students.
Thus, the analysis of the impact of returns to education can be built on
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one of two approaches. The first approach uses the variation of individu-
al expectations: if labour market returns of education have an impact on
schooling decisions and students hold different expectations of the returns,
these can be expected to affect schooling. The empirical evidence tends
to confirm the positive effect of labour market returns — calculated from
expected earnings and expected chances of employment at the individual
level — on schooling (see e.g. Kodde 1998; Varga 2001). The other approach
builds on regional or in time variation in returns to education, analysing
these in relation to the demand for education (see e.g. Fernandez — Shioji
2001; Lauer 2000; Gianelli — Monfardini 2000). If returns to schooling
can be estimated at the regional level, it can be directly analysed whether
larger returns really lead to a higher propensity for school continuation
or not. Empirical evidence usually supports this hypothesis. A simplified
version of this approach uses regional variations in unemployment instead
of estimated returns to schooling (Micklewright — Pearson — Smith 1990;
Kodde 1998; Rice 1999). In this context the impact of labour market re-
turns on schooling decisions is interpreted assuming a correlation between
returns to schooling and unemployment. If it is assumed that returns to
schooling are increasing in line with unemployment than we can expect
that the likelihood of further schooling is also increasing with unemploy-
ment. This paper builds on this approach: I analyse the impact of local
unemployment on schooling decisions.’*

Individual ability has an evident effect on the chance of further school
success and the chance of getting the desired degree at the end of an edu-
cational career. Thus ability affects the expected value of earnings belong-
ing to each schooling alternative. At the same time, if the cost of school-
ing can not be fully covered by education loans, families below a threshold
income level are expected to face an effective budget constraint when
making schooling decisions for their offspring. Furthermore, empirical
evidence strongly suggests that the education of parents has an immense
impact on schooling decisions. This impact may comprise several mecha-
nisms. Better employment prospects and greater expected increments in
earnings in the later stages of parents’ careers ensure a more favourable fu-
ture budget constraint for educated parents. Educated parents might be
less risk-averse making schooling decisions for some reasons or they might
have a better assessment of the ability of their children and — on the basis
of their own former experiences — the requirements of schools at different
levels. Finally, differences in preferences for education also provide a pos-
sible explanation.

This analysis is based on the data of the “9th grade survey” carried out by
the National Institute of Public Education in 2003.° The probability of
choosing gymnasium, vocational secondary or vocational training educa-
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54 The first approach is hardly
applicable in the case of school-
ing decisions after primary school
since labour market entry be-
longs to the distant future for
most of the students.

55 The survey covered all stu-
dents studying at the 9" grade
in Hungary, the number of re-
spondents exceeded one hundred
thousand, close to 80 per cent of
the targeted student population.
(For the data, non-response and
the weights used to correct for
this see Hermann 2003.)
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56 An otherwise typical student
with average grades in lower
secondary school (about 3.5)
chooses vocational training
education only in a very few
cases (see Figure 3.1), while a
substantial share of low achiev-
ers in primary schools can later
be found in technical schools.
For example, assuming parents
with secondary education, a boy
with an average lower secondary
school mark of 2.5 has a 40 per
cent probability of choosing a
technical school, while with an
average mark of 2 this probability
is 65 per cent.

tion was estimated at the individual level. The determinants of schooling
in our model are gender, the average of grades at the 8" grade (as a proxy
for ability and achievement), the education and employment status of par-
ents, and finally two variables characterising the place of residence of stu-
dents: settlement type and the local rate of unemployment (measured at
the micro-region level).

Our results endorse former empirical evidence on the effect of parental
education and individual ability as the major determinants of schooling
decisions (see e.g. Andor— Liské 2000). It is important to note that parental
education has a strong net impact on the choice between general (gymna-
sium) and vocational secondary education, but not on the choice between
vocational training schools and upper secondary education. This supports
the hypothesis that the expansion of supply in secondary education in the
1990s has somewhat transformed social inequalities in education. While in
the former period the accomplishment of upper secondary education (ver-
sus vocational training education) reflected the division between favour-
able and disadvantaged social background, now the social status of family
seems to distinguish between vocational and general secondary education
(where the latter reflects the intention to enter higher education). At the
same time, the choice between vocational training and upper secondary
education is mainly determined by achievement in the lower secondary
school.’® Altogether, vocational training education (versus upper secondary
education) seems to be broadly determined by former achievement, while
general and vocational secondary education provide a real alternative for
students who are qualified for these and thus allowed to choose between
the two. The better educated are the parents, the higher is the chance of
choosing a general secondary school (gymnasium). Children of parents
with upper secondary education have about a 20 percentage points high-
er probability of entering a gymnasium than students with less educated
parents. A bachelor’s and a master’s degree adds a further 20-20 percent-
age points to this advantage, assuming an otherwise typical student, with
a typical place of residence (Figure 3.1).

The appearance of new types of schools (e.g. six or eight grade gymnasi-
ums) has led to the hypothesis — supported by anecdotal evidence —, that
social background increasingly affects the choice of the actual school and
less the choice between the broad types of general and vocational secondary
education and vocational training education (Andor — Liské 2000). How-
ever, detailed empirical results suggests that the education of parents still
exerts a stronger impact on choosing between the broad types of education
than on the choice among gymnasiums with low, medium and high pres-
tige (Hermann 2003). In other words, the enrolment to a gymnasium rep-
resents a major social division. Inequalities related to the social background
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of students have remained considerable in this respect, even compared to
the choice among prestige groups of general secondary schools.

Figure 3.1: Estimated effect of parental education on the probaility of choosing different types of secondary schools
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Table 3.1: The determinants of the schooling decision after primary school”

Marginal effects (dy/dx)
Vocational sec-  Vocational train-

Independent variables Gymnasium ondary school ing school
Mother’s education

(reference category: baccalaureate exam)
Lower secondary or lover -0.129 0.042 0.087
Vocational training school -0.124 0.080 0.044
Higher education BA 0.151 -0.128 -0.023
Higher education MA 0.258 -0.226 -0.032
Father’s education

(reference category: baccalaureate exam)
Lower secondary or lover -0.125 0.060 0.066
Vocational training school -0.101 0.081 0.020
Higher education BA 0.108 -0.089 -0.019
Higher education MA 0.216 -0.187 -0.029
One or both parents unemployed -0.028 0.001 0.027
Average grades in lower secondary school 0.283 -0.161 -0.122
Gender (reference category: female -0.115 0.098 0.017
Rate of unemployment in the micro-region 0.521 -0.427 -0.095
Settlement type of the place of residence

(reference category: town below 50,000)
Budapest 0.053 -0.026 -0.026
Town above 50,000 -0.050 0.046 0.004
Village -0.073 0.051 0.022

* Multinomial logit estimation, marginal effects.
All variables are significant at the 1 % level, except those marked (*).
Number of observations: 99,828, count R*: 0.655, adjusted count R?: 0.410.
Right hand side variables not shown in the table (all dummies): mother’s education
missing, father’s education missing, no gymnasium or vocational secondary school or
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57 In the case of a typical student
the unemployment of parents de-
creases the probability of choos-
ing general secondary education
by 3 per cent.

58 Raw differences (i.e. those not
controlled for the composition
effect) are at least twice as large
(see e.g. Lannert 2003) as the
estimated net impact.

vocational training school in the micro-region, no respondent in gymnasium or voca-

tional secondary school or vocational training school in the micro-region.

Source: calculated from the “9™ grade survey” data file of the National Institute of Pub-

lic Education.

The budget constraint seems to have only a minor impact on schooling de-
cisions after the lower secondary school. For example, the unemployment
of one or both of the parents in the previous year has a statistically signifi-
cant, though rather weak effect on the schooling decision.”” The wealth of
the family exerts a somewhat stronger but still weak influence compared to
parental education (Hermann 2003). Parents with a different level of edu-
cation seem to follow different strategies in schooling their children and
these strategies do not seem to depend on the wealth of the family or the
employed/unemployed status of parents. Parents with a lower education
tend to preserve a route for early labour market entry when they prefer vo-
cational to general secondary education, while the children of better edu-
cated parents more easily make a commitment to higher education.

Gender differences are present though usually do not exceed 10 per cent
in terms of probability of either option. Girls have a greater share in gen-
eral education, while boys prefer vocational secondary education and to
a certain extent technical schools as well, over general secondary schools
relative to girls (Figure 3.1).

Comparing settlement types shows that students living in Budapest have
the greatest share studying in a gymnasium, while, at the other extreme,
students from villages are the least likely to choose this type of education.
In the case of vocational training schools exactly the opposite pattern can
be observed. When individual and family characteristics are controlled
for, the choices of students from larger towns are similar to the choices of
students from villages, while the effect of small and medium sized towns
is closer to that of Budapest. However, the net impact of the place of resi-
dence is altogether quite weak; a typical student (with average grades and
parents with secondary education) living in Budapest has a mere 10 per
cent advantage in the probability of choosing a gymnasium relative to his
fellow student with the same individual and family characteristics, but liv-
ing in a village. Thus the impact of the place of residence is far below that
which the directly observable differences might suggest.’® Raw differences
in schooling decisions are in part explained by the different composition
of students with respect to the education of parents: in larger settlements
parents are on average better educated, leading on average to higher shares
of students choosing a gymnasium. Beside the composition of students set-
tlement type differences in schooling decisions may reflect the lower cost of
schooling (mainly lower transport cost) and the abundance in the supply
of secondary schools in towns, while the choices of students from villages
might be constrained by the limited set of schools accessible at low cost.
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I analysed the impact of labour market returns to education on schooling
decisions according to the estimated effect of the local rate of unemploy-
ment (measured here by the number of unemployed relative to the 18—60
aged population). The results proved to be statistically significant; the rate
of unemployment in the micro-region affects the probability of choosing
any of the three school types. However, it has a stronger effect on the choice
between general and vocational secondary education. The higher the rate
of unemployment in a micro-region, the more likely it is that families de-
cide to send their children to a general secondary school.

Nevertheless, the impact of local unemployment is rather weak compared
to that of parental education or achievement in lower secondary school. The
difference between the first and tenth deciles of students according to the
local rate of unemployment (with a local rate of unemployment 2 and 14
per cent respectively) is just above five percentage points in terms of prob-
ability of choosing general secondary education (see Figure 3.2).

Figure 3.2: Estimated effect of unemployment rate of the micro region on the probability
of choosing different types of secondary schools
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Rate of unemployment in the micro-region

The observed impact of local unemployment on schooling decisions can
be explained by several mechanisms. First of all, the opportunity cost of
education, i.e. the expected value of foregone earnings of the years spent in
school is decreasing with an increase in the rate of unemployment. Where
unemployment is high, students who decide to enter the labour market
instead of school continuation are less likely to find a job than their coun-
terparts living in regions with low unemployment.

Secondly, since unemployment at the local level is negatively correlated
with the average education of the population (Fazekas 1997), it can be as-
sumed, that in micro-regions with higher unemployment the returns to
education in terms of employment exceed the return in low unemployment
areas. If firms demand a similar mix of workers with high, medium and
low level of education everywhere, then educated workers have better em-
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ployment prospects relative to the less educated in regions with high un-
employment, since the supply of educated workers is less abundant there
due to the different composition of the population.

Local unemployment may have a positive impact on the schooling deci-
sion even if the returns to education are not related to the level of unem-
ployment, assuming risk aversion (Lauer 2000). Education generally im-
proves the prospect of employment but in regions with high unemployment
the workers with a low level of education can have an extremely meagre
chance of finding a job. In this case education yields more for risk averse
individuals relative to regions with a low rate of unemployment.

Finally, education can be assumed to improve the opportunity to move
to, and find a job in, another micro-region. Empirical analyses of migration
behaviour unambiguously indicate that education increases the chance for
migration, suggesting that better educated workers are more likely to take
a job outside their micro-region of residence. If we assume that families
compare the expected earnings with higher levels of education attainable
by migration (i.e. either in the local labour market or elsewhere) with the
expected earnings with lower levels of education in the local labour market,
then schooling provides the highest returns for students living in regions
with the highest unemployment.

At first sight the estimated impact of local unemployment on the school-
ing decision seems to be promising regarding regional inequalities in un-
employment. Since high local unemployment is in part due to the lower
average level of education of the population, the net impact of local un-
employment on schooling tends to mitigate disparities in unemployment.
This impact — ceteris paribus — urges students in regions with high unem-
ployment to get a higher level of education than students in other regions.
Unfortunately, the estimated impact of local unemployment is too weak
to offset the effect of parental education which tends to maintain the re-
gional disparities of unemployment. Since in regions with low unemploy-
ment parents on average are better educated, altogether more children
choose general secondary schools than in regions with a high rate of un-
employment. This composition effect dominates the net impact of local
unemployment on the schooling decision. Thus we cannot expect the im-
pact of the local labour market on schooling decisions to smooth regional
inequalities in unemployment.

Our analysis concludes that upper secondary schooling decisions are
in fact influenced by the labour market returns to education. The higher
the local rate of unemployment, the higher returns education can be ex-
pected to yield and the lower the opportunity cost (i.e. foregone earnings)
of education. Local unemployment has an impact on the choice between
general and vocational secondary schools, since this is the alternative left
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for individual decision — studying in vocational training schools is mostly
determined by low achievement in the lower secondary school. However,
the effect of local unemployment is not too strong, especially compared to
the impact of parental education or former achievement.

3.2 The Role of Labour Market Information and Expectations on
Students’ Higher Education Enrolment Decisions
JULIA VARGA

During the last decade returns to higher education (in terms or earnings
and employment probability increased considerably (see chapters 1.1. and
1.2) and there was a large increase both in the number of students apply-
ing for higher educational studies and in the number of students admitted
to higher education. The upward shift in the number of applications is in
line with human capital theory which states that expected labour market
returns, net life-time wage-gain is the major determinant of individual
choices on their optimal level and type of education and occupation. Al-
though the expected returns to education have a decisive role in the human
capital model there have not been any direct observations on earnings ex-
pectations until recently. There are two schools of thought in the economic
literature regarding student’s expectations. The first presumes that students
base their expectations entirely on the present labour market situation that
is their expectations are equal to earnings realized by an earlier age cohort
(see for example Freeman 1971, 1976; Lauer 20005 Gianelli — Monfardini,
2000). The other assumption is that students, based on available informa-
tion, forecast quite well future labour market changes, that is they have
rational expectations (see for example Siow 1984; Zarkin 1985).

In recent years a growing number of studies have examined students’
knowledge of current salaries, their earnings expectations and the economic
rationality of students’ choices on their level and type of education based
on direct observations (Smith — Powel 1990; Dominitz — Manski 1996;
Betts 1996; Brunello — Lucifora — Winter — Ebmer 2001; Hartog — Webink
2000). In the following, relying on the data of a survey carried out among
Hungarian secondary school students®® we will examine students” knowl-
edge about current average earnings by educational attainment, students’
earnings expectations and the role of expected returns in making an ap-
plication decision regarding further studies.

Students’ knowledge on earnings

Students have surprisingly accurate knowledge concerning current average
earnings by educational attainment and similarly they have good percep-
tions about the differences in earnings of highly qualified workers according
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59 The survey was carried out in
December, 2000. 60 secondary
schools were randomly selected
out of the total of 1,192 units
in Hungary. In the selected
schools all senior students were
asked to answer the questions
of the survey. The total number
of observations was 4,954. In
addition to questions about their
personal and family background,
their results in secondary schools,
and plans about further studies
students were asked to make
estimations for three different
points of time (starting salary,
carnings atage 30, and earnings
at age 40) on average earnings
of people who have a secondary
qualification and of those who
have at least college education.
Students were also asked to make
estimations on the current aver-
age salaries of different higher
educational occupations at age
30 and about their expectations
on their employment probability
and their future earnings expec-
tations under different schooling
scenarios. They were asked to
state their expectations for the
same three points of time as in
the case of average salaries.
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60 Data on actual earnings
come from the Wage Survey
conducted by the National La-
bour Center.

to qualifications. Figure 3.3 shows the mean estimated wage profile and the
real wage profile® both for workers with secondary school and higher edu-
cational qualification. The deviation of the mean estimated earnings from
the true ones was about 10 per cent. The median of the estimations were
even closer to the real earnings. The only exception was the earnings esti-
mation for workers with a higher educational degree at age 40. The mean
estimated earnings were 30 per cent; the median estimation was about 20
per cent higher than the actual mean earnings. As estimate errors for earn-
ings with a secondary school diploma do not increase as we are moving to
the upper end of the experience profile, it does not seem a likely assumption
that the cause of the relatively high estimate error for earnings of workers
with a higher educational qualification at age 40 is that students have less
knowledge on earnings of the older age-groups in general. A more likely
explanation is that students do not have information on the revaluation of
experience after the transition. Students assumed that earnings increase
with age and hence that earnings at age 40 are higher than at age 30 such
assumption usually corresponding to the characteristics of age-earnings
profiles, but in Hungary after the beginning of the transition the rise in
the return to formal education was accompanied by a strong devaluation of
market experience acquired during the socialist era, especially for workers
with at least college education (see K6//6 2000) and this was overlooked by
students when they made estimations for earnings of people with a higher
education qualification at age 40.

Figure 3.3: Estimated (median) and true wage profiles with secondary school
and higher educational qualification
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Students in general also made fairly accurate perceptions of average salaries
by occupation at age 30 (Figure 3.4). The estimate error of the median was
less than 10 per cent for all professions but for economists and lawyers. In
the latter cases student’s estimations were lower than current actual earn-
ings by more than 10 per cent.

Figure 3.4: Estimated and current average earnings of different occupations
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Students’ earnings expectations

In schooling decisions it is not the beliefs about what current average earn-
ings are which might have a role but the earnings expectations. Knowledge
on current average earnings influences earnings expectations, but expec-
tations may differ from wage beliefs for several reasons. First students’ ex-
pectations reflect the assumption of the value of their schooling when they
enter the labour market. Students may think that future relative earnings
would differ from current ones, for example as a consequence of a shift
in supply and demand for the differently educated labour. Furthermore
there are very wide dispersions around the average in earnings. Students
may think that because of their personal characteristics they have better
labour market prospects than the average college/university graduate, for
example by having better abilities, or finding an appropriate job in a bet-
ter region, etc.

On average students earnings expectations were higher than their earn-
ings estimations both for those with secondary school and with higher
educational degree. Students’ earnings expectations were about 5 per cent
higher in the case of finishing their studies with a secondary school degree
than their estimates for current earnings. Their expectations based on a
higher educational qualification were about 20 per cent higher than their
estimates. As students had good perceptions about current average earn-
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61 Standard deviation of earn-
ings estimations were between
38 and 48 per cent, while that
of earnings expectations was
between 65 and 115 per cent.

ings the deviations of expectations from current average earnings are not
likely to be caused by the lack of information. It may rather reflect the fact
that students anticipate further increase in relative wage differences in the
future or they may show that on average students assume that their own
abilities and/or possibilities are going to be above the average.

The variety in students’ earnings expectations was greater than in their
earnings estimates, that is there are greater differences in students’ judg-
ment of their own possibilities than the average possibilities.®' Figure 3.5
displays earnings estimations and expectations of students by their intention
of applying for higher educational studies. As far as wage profiles with sec-
ondary qualifications are concerned, students who don’t want to continue
their studies after finishing secondary school think the earnings possibili-
ties of the average worker with a secondary school qualification are bet-
ter than students who want to apply for further studies and the previous
group think their own earnings potential with secondary school qualifi-
cation to be the best. On the contrary students who will apply for further
studies give higher estimations for average earnings with a higher educa-
tional qualification and are even optimistic concerning their own future
earnings possibilities with a higher educational degree.

Figure 3.5: Estimations of current average earnings and wage expectations
by intention to further studies
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Students were also asked to evaluate their own chances of getting an appro-
priate job if they were to finish studying after graduating from secondary
school and also in the event that they were admitted to college or univer-
sity and they received their degree. The higher educational level students
are of the view that there would be a greater increase in their employment
probabilities expected from further studies. Students who are applying for
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higher vocational training expect a 7 percentage point increase in their em-
ployment probability, students who are applying for college an increase of
14, students who are applying for university studies an increase of more
than 17 percentage points. Students’ expected employment probability af-
ter graduation from higher education is lower than that of the current em-
ployment probability of graduates. The employment rate of graduates who
have finished their studies in 1999 at universities was 78 per cent while
for those who were studying in colleges it was 72 per cent one year later,
in 2000 (the year when the survey of secondary school students were car-
ried out). The reason for the relatively low expectations in employment
probability might be that students don’t have information on the employ-
ment prospects of graduates, but it also may reflect the fact that students
take into account that as a consequence of the growing number of gradu-
ates employment prospects will worsen in the future for graduates with a
higher educational degree.

Role of earnings expectations on application decisions

For analyzing the role of labour market expectations on application decisions
we used a model® in which the probability of application was the function
of labour market expectations, socio/economic status of students, type of
secondary school, and ability. Three variables were used for describing la-
bour market expectations: (i) the net present value of additional lifetime
earnings with higher educational degree,* (ii) the expected probability of
getting an appropriate job with a secondary school and (iii) with higher
educational qualification. Socio/economic variables include per capita fam-
ily income, highest educational qualification of father and mother, and a
dummy variable indicating whether the student is studying at the same
settlement where his or her family home is. Ability was measured by stu-
dents’ so-called “accumulated score”.%*

Table 3.2 reports the estimation results. Labour market expectations as
far as the expected present value of net (additional) lifetime earnings are
concerned have a significant effect on the probability of applying for further
studies and on the decision as to which level of higher education to apply
for. The higher the expected net lifetime earnings of a student the higher is
the probability that they will apply for further studies. Expectations of job
opportunities on the other hand have no significant effect on the educa-
tional decision of secondary school students. Neither those whose expected
employment probabilities are higher with a secondary school degree apply
for higher educational studies with a lower probability, nor those whose
expected probability of finding a job are higher with higher educational
qualification apply with greater probability for further education.

7

62 Ordered logit model. De-
pendent variable: 1 — not apply
for further studies; 2 — apply
in post-secondary vocational
training; 3 — apply for college
education; 4 — apply for univer-
sity education.

63 For each student it was com-
puted using their earnings ex-
pectations. It was assumed that
earnings rise linearly between
the points of time students made
expectations for and the peak
earnings occuratage 40 and then
itis maintained until retirement.
The estimated expected lifetime
earnings were discounted with a
discount rate of 10.

64 Accumulated score is based
on students’ secondary school
achievement, grade point aver-
ages, language exams, etc.
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65 Estimations regarding the
determinants of earnings expec-
tations see in Varga (2000).

Table 3.2: Determinants of application for further studies

Variable Coefficient
Gender
Male 0.5531°
Type of school
Vocational secondary school -0.7780?
Gymnasium 8 grades 0.3559
Gymnasium 6 grade 0.4964°
Labor market expectations
Expected net lifetime wage gain 0.0004
Expected probability of finding a job with a secondary school qualification -0.0007
Expected probability of finding a job with a higher educational qualification 0.0022
Family background
Studying at the same place where living 0.2255
Father with secondary school qualification -0.0711
Father with higher educational qualification 0.0172
Mother with secondary school qualification 0.0967
Mother with higher educational qualification 0.54012
Per capita family income
-30 000 HUF -0.1575
31,000-50,000 HUF -0.1733
51,000-100,000 HUF -0.0838
Ability
Accumulated score 0.1186°

Dependent variable: 1 = not apply for further studies; 2 = apply in post-secondary voca-
tional training; 3 = apply for college education; 4 = apply for university education.

* Significant at 0.1 % level.

Cut 1: 0.1953; Cut 2: 1.8933; Cut 3: 6.2382.

R?:0.2262; Number of observations 2141.

Two of the family background variables proved to have a significant effect
on the probability of application. Students whose mother had at least a col-
lege degree apply for further studies with higher probability, furthermore
students whose secondary school is on the same settlement where they are
permanently living are also more likely to try entering a tertiary educa-
tional institution. The other variables indicating the educational attain-
ment of parents have no significant effect on the probability of application,
neither the secondary school qualification of the mother, nor the second-
ary nor the higher educational qualification of the father. The estimated
coeflicients of per capita family income were insignificant also, that is per
capita family income not affecting directly the probability of application
if other variables are controlled for. It seems that family income has an in-
direct effect on the probability for further studies by influencing earnings
expectations. Students from lower income families expect a significantly
lower wage-gain from higher educational studies,* a lower expected wage
gain then decreases the probability of application.
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The results highlight regional inequalities in application probability. There
are secondary schools in all towns and cities in Hungary, therefore the ma-
jority of students studying at secondary level away from their family homes
are from villages. These students are less likely to apply for further studies
than the members of the reference group which may be the consequence
of the considerably higher costs of further studies they have to bear.

Estimation results show that the type of secondary school also has a sig-
nificant impact on the probability of a students’ decision for application.
Students who were studying in vocational secondary schools are signifi-
cantly less likely to make an application than students who were studying
in gymnasiums (4 grade) indicating that the stratified Hungarian secondary
school system may increase the costs of further studies for students enrolled
in vocational secondary schools. As expected, higher ability significantly
increases the probability of application; more able students are more likely
to continue their studies. There are significant gender differences also; men
will apply for further studies with a greater probability.

Summary

In this chapter we first examined whether secondary school students have
a good perception about wages by educational attainment in order to point
out if when students earnings expectations deviate from current average
earnings it can be put down to lack of information or might be caused by
other reasons. We found that students in general have fairly accurate percep-
tions of current average earnings by educational attainment and field spe-
cialization when they form their expectations. The most important finding
concerning students’ earnings expectations was that students — whichever
level and field specialization they apply for — expect much higher earnings
with a higher educational qualification and slightly higher earnings with
secondary school qualification than the current average earnings, that is
they expected a wage gain higher than what can be observed currently. This
may reflect the fact that students anticipate a further increase in relative
wage differences in the future or it may show that students assume that
their own abilities and/or possibilities are going to be above the average.
In the second part of the analysis we examined the role of labour market
expectations in students’ enrolment choices. The results confirmed that ex-
pected net life-cycle wage gain has an effect on educational decisions: on
whether to apply for further studies and which level to apply for. It means
that estimation results confirmed the assumptions of models which describe
educational choices in a utility maximizing framework. The influence of
expected employment probability proved to be insignificant. It suggests
that the assumption that some may choose further studies simply to avoid
becoming unemployed is not well-founded. It also turned out that most
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of the family background variables do not have a direct effect on enrol-
ment decisions, family background influences students’ choices indirectly
through earnings expectations.
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4. TRANSITION FROM SCHOOL TO WORK

4.1 Changes in the Chances of Labor Market Entry and in the Structure
of Entry Occupations
PETER ROBERT

Structural changes in the economy have significantly affected the occu-
pational structure as well as the labor market during the last one and half
decades in Hungary. When analyzing changes over time and when the
comparison goes back to the former state socialist times, the common ex-
perience indicates that “historical effects” generated by the political trans-
formation have an especially strong impact on young cohorts. Accordingly,
we assume that the economic processes in the nineties such as the shrink-
ing of the labor force and increasing flexibility on the labor market had a
stronger influence on the circumstances of labor market entry and more
marked changes have appeared in the structure of the young labor market
entrants. In fact, the entry occupations display the consequences of struc-
tural transformation in a pure form, while the distribution of the full oc-
cupational structure involves the results of further individual occupational
moves during the life course.

Structural changes in the labor market entry

Table 4.1 displays the distribution of entry occupations in the light of two
aspects. Data related to the nineties is compared to the earlier “social-
ist” data from the eighties, on the one hand, and, on the other hand, the
changes in the time of labor market entry are compared to the modifica-
tions displayed by the complete occupational structure. Tendencies are in-
vestigated separately for men and women.

A relative majority of young men started to work as manual workers in
both periods but there is a decline from 43 to 32 per cent over time. For
the young women, the highest rates for entry jobs belong to the categories
of low grade supervisors and routine non-manual workers. While the pro-
portion of manual workers indicates a declining trend in the occupational
structure between 1983 and 2000 (the Hungarian economy is becoming
more post-industrial), it is noteworthy that a higher rate of men entered
the labor force as unqualified workers in the nineties than in the eighties.
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There are signs that more young people entered into the shrinking labor
market in unqualified occupations — while the recent generation of young-
sters is more educated than previous ones.

Table 4.1: Distribution of entry occupations by the time of labor market entry, and
the distribution of the occupational structure in the same periods (per cent)

Labor market entry
Category” in the
1980s 1990s 1983 1992 2000

Occupational structure in

Men

High supervisers 7.4 6.3 8.6 8.5 10.3
Low suprvisers 9.4 12.0 9.1 10.5 10.1
Routine non-manuals 2.0 3.4 2.6 1.9 2.3
Routine service 4.2 8.5 2.0 2.5 3.9
Self-employed with employee 0.5 1.3 - - 2.4
Self-employed without employee 1.3 4.3 1.8 4.2 5.4
Self-employed in agriculture 1.1 0.7 0.9 1.1 1.9
Technician. foremen 7.0 4.8 25 1.7 75
Skilled worker 42.7 324 31.8 335 24.2
Semi-/unskilled worker 17.5 21.5 28.0 26.4 24.2
Agricultural laborer 6.9 4.8 12.5 9.7 7.8
Total 100.0 100.0 100.0 100.0 100.0
N 786 766 13,991 11,805 4,310
Women

High supervisers 49 3.1 3.6 3.7 6.5
Low supervisers 22.8 21.8 15.7 17.6 19.7
Routine non-manual 20.6 20.3 12.9 15.4 14.5
Routine service 12.8 18.9 6.2 8.0 10.6
Self-employed with employee 0.5 0.4 - - 0.8
Self-employed without employee 1.1 3.6 1.0 2.0 3.2
Self-employed in agriculture 0.2 0.3 0.3 0.4 0.4
Technician. foremen 3.3 2.1 0.4 0.4 3.8
Skilled worker 14.5 10.7 14.2 13.1 9.9
Semi-/unskilled worker 17.2 17.9 28.8 20.1 245
Agricultural laborer 2.1 0.9 17.0 10.3 6.1
Total 100.0 100.0 100.0 100.0 100.0
N 819 672 14,891 13,357 4,687

* Classification is based on the so-called EGP schema.
Source: Living conditions and time use survey, Central Statistical Office (CSO), for the
labor market entry; Social stratification and life course survey, CSO (1983, 1992), and
Living conditions and time use survey, CSO (2000) for the occupational structure.

The proportion of those who started to work in routine service jobs has
doubled for men (4.2 vs. 8.5 per cent) between the eighties and the nine-
ties, and almost every fifth of the young women had such an entry job in
the nineties. There is a general increase for this occupational category (e.g.
jobs in trade, catering), but the tendency is more marked for labor mar-
ket entrants. A further typical feature of labor force entry is the decline
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of numbers entering positions in high grade supervisor jobs between the
eighties and nineties, and this holds for both young men and women. The
percentage of the entry into low grade supervisor jobs has increased for men.
Nevertheless, the proportion of high and low grade supervisors in the full
occupational structure increased over time between 1983 and 2000. Thus,
young people have probably a good chance to move upwards during their
occupational career, they do not remain in their first, perhaps worst job
forever. An important feature is that in the nineties more young people
entered the labor market as self-employed than in the eighties. A similar
trend in the increase of self-employment can be observed for the whole
occupational structure. At the same time, the increase of self-employment
also means that probably more young people enter into the labor force in
more flexible and atypical jobs.

In sum, structural changes in entry jobs indicate unfavorable tenden-
cies in comparison to the structural changes of the complete occupational
structure. The latter one basically displays an increase in the post-industrial
character, and an improvement of the occupational structure. This, how-
ever, is 7ot a consequence of a cohort change, i.e. the labor market entrants
start to work in higher status jobs. Their situation — at least in the short
run, from the perspective of the “quality” of their first jobs — has become
more difficult. As an explanation, we argue that transition from school to
work has become a longer and more flexible and uncertain process in Hun-
gary. An entry job means something different in the nineties than earlier
because more youngsters start to work during their studies. This means
that we can observe more “life-cycle jobs”, using the term introduced by
Oppenheimer and Kalmijn (1995), and this is a different and new situation
in comparison to the earlier one when young people entered into fulltime
jobs only when they completed their studies. Entry jobs are more tempo-
rary in the nineties than they used to be in the eighties. In the last decade
of socialism the majority (about 60 per cent) of the labor market entrants
spent more than two years in their first job. This percentage fell to 40 per
cent in the nineties and the proportion of those who left their first job af-
ter 6 months doubled. In fact, one-fifth of the labor market entrants spent
less than 6 months, another one-fifth 6-12 months and a further one-fifth
12-24 months in their first job in the nineties. Interestingly, those who
started to work before completing their studies spent longer in their entry
jobs, while the first job change occurred faster for those who started to work
only after leaving education (Réberr 2003). As a general feature the Hun-
garian labor market is of greater assistance to the insiders, the prospects of
the outsiders are always worse. Seemingly, the labor market requires more
sacrifice from the outsiders for an entry than earlier.
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Changes in the odds of labor market entry between the eighties and
nineties

In order to analyze the changes in the odds of labor market entry, a da-
taset is used where youngsters were interviewed who have completed full-
time education and tried to find a first job. We have three research ques-
tions (dependent variables). First, we investigate if one was able to enter the
labor force at all; second we analyze how odds of labor market entry have
changed for employees and self-employed and for employees in the public
and private sector. Third, we focus on the odds of entering into a concrete
occupational category (see Table 4.2).

Table 4.2: Changes in the odds for labor force entry and for the character
of the entry jobs between the eighties and nineties”

Cat 0dds™
ategory Men Women
Probability of entry into the labor force 0.8886° 0.9054
Sector for labor market entry
- self-employed 1.3834° 1.0685
- employee in private sector 1.1270° 1.2176°
- employee in public sector 0.5003° 0.64271°
Entry job
- high supervisers 0.8122 1.4010
- low supenvisers 1.2515 0.8019°
- routine non-manual 1.3467 0.9222
- routine service 1.3294¢ 1.5386"
- skilled worker 0.6840° 0.8457
- semi-/unskilled worker 1.1714° 0.9543

* Discrete event history analysis was performed. For labor market entry it is binary logit
estimation, entered (1) or did not enter (0) into the labor force. For the sector or for
the concrete entry job category it is multinomial logit estimation with the reference:
did not enter into the labor market.

** If the odds is lower than 1, the probability of the event examined has declined, if the
odds is larger than 1, the probability of the event examined has increased between
the eighties and the nineties.

* Significant estimation at p < 0.1 level.
b Significant estimation at least p < 0.05 level.

Results indicate that labor force entry became more difficult for young-
sters in the nineties than it used to be in the eighties. Statistical estimates
show that the odds of successful labor market entry have declined by 11
per cent for men and by 9 and a half per cent for women from one dec-
ade to the other. The probability of labor entry as a self-employed person
has increased for men to a considerable extent, by about 38 per cent. A
rise appears for women, too, but it is not statistically significant. For a
better interpretation of this finding, we ought to know more about the
circumstances of labor market entry. We have no information on the op-
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tions, whether young men used the new entrepreneurial and market op-
portunities, whether they entered the labor force as self-employed more
frequently than eatlier, or we are faced with the well-known phenomenon
that employers tend to employ young people if they can provide an invoice
for their work and the employer can thereby save on the additional labor
costs and taxes in this way.

For labor force entry in the nineties, there is an increase in the odds of
finding a first job in the private sector and a decrease in the odds of starting
in the public sector in the case of both sexes, in comparison to the eighties.
Odds of labor market entry in the private sector increased greater for wom-
en (22 per cent) than for men (13 per cent); the probabilities of having an
entry job in the public sector decreased mostly for men (50 per cent) but
also for women (36 per cent). One explanation is obviously the spread of
the private employment in the nineties, as a consequence of the privatiza-
tion of companies. At the same time, insiders have especially safe and fa-
vorable employment conditions in the public sector, thus outsiders such as
labor market entrants have more difficulties in finding a job there because

“there is no vacancy”. Furthermore, the tendencies reveal that changes in
the odds of labor force entry increased gender segregation among employ-
ees in the public and private sector.

A further characteristic change in labor force entry is that youngsters
have much higher probabilities (men by 33, women by 54 per cent) of en-
tering simple service jobs, which do not require high qualifications. A simi-
lar trend for men is that the odds of entering the labor market as a skilled
worker declined by 32 per cent, while the odds of an entry job as an un-
skilled worker increased by 17 per cent. These tendencies are in line with
our descriptive results but the present model gives us information about
labor force entry after the completion of fulltime education, thus results
are not affected by the less qualified “life-cycle jobs”. For women, the prob-
ability of an entry job in the low service class has also decreased by 20 per
cent. Changes for other occupational categories between the eighties and
nineties are not statistically significant.

Level of schooling completed has evidently an impact on the odds of
labor force entry. Estimates presented in 7able 4.2 are taken from such
equations, where estimates are controlled for education. According to those
results not presented here, higher educational investments increased the
odds of successful labor market entry. The “most useful” qualification in
the Hungarian labor market is the degree obtained through tertiary educa-
tion, frequently not the university but the college degree. Not surprisingly,
compulsory (primary) level of schooling is hardly enough for finding an
entry job, but even a grammar school education has less value in the labor
market in comparison to some vocational training. A higher level of school-
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ing increases the odds of finding a higher status job as well; labor market
entrants having a tertiary level of schooling have more chance of finding
an entry job as managers or professionals in the nineties in comparison to
the eighties. At the same time those youngsters without any qualification
found themselves in a more disadvantaged situation; completion of some
vocational training has increasingly become an entry requirement even for
unskilled jobs, which do not require any qualification.

This short piece of writing does not allow for the presentation of all find-
ings in detail. The complete model for labor force entry also took into ac-
count that a small number of young people who could not enter into the
labor market have returned to school (Rdbert 2002). A further character-
istic of the entry process is that the search period has lengthened for the
nineties in comparison to the eighties (Rdberr 2003). However, if some-
one was not able to find a job within 1-2 years after completion of educa-
tion, their chances have become worse as time has passed by (Rdbert 2002).
The value of the qualification (if any) has declined, on the one hand, and
on the other employers tend to consider it a bad signal if somebody could
not find any job for a lengthy period,. This means that accepting even a
poor job offer can be a useful strategy for a young person because one can
continue to search for a better job even while being in employment and
employers appreciate more labor force experience. Finally, one more result
shows that a significantly higher proportion of youngsters entered the labor
force in jobs with fixed-term contracts in the nineties than in the eight-
ies (Rébert 2003). This is also an indication of the increasing flexibility of
labor market entry.

4.2 Ambitions and Chances of Secondary School Leavers
ILONA LISKO

In recent years the ambitions of secondary school pupils to continue their
studies have increased substantially, while less school leavers plan to start
working immediately after finishing school. This study presents the results
of a repeated questionnaire-based survey on continuing education and la-
bour market prospects provided by different types of secondary schools
conducted among secondary school pupils.

At the time of the first survey one third of pupils in the last year of their
secondary studies planned not to continue their education but to take up
a job after leaving school. This ratio was lowest among students of gym-
nasiums (less than 10 per cent of those studying in 6 or 8-grades gymna-
siums and slightly more than 10 per cent of those studying in regular 4
grades gymnasiums), but also applied to around half of secondary voca-
tional secondary school students (42 per cent) and to vocational training
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school trainees (56 per cent). Those planning to take up a job were those
who were performing more weakly, moreover the larger the settlement and
the higher the education levels of parents were, the lower was the propen-
sity to find a job after leaving secondary school.

Table 4.3: Distribution of students according to their plans to start working/continue their education,
and their labour market status after leaving school (per cent)

Labour market status after finishing secondary
Plans before
school

W(S):iir[t] g e(ijounctzlar':iuoz Total ~ Student Employed ;252:1' Other  Total
Gender
Male 38.6 61.4 100.0 69.0 15.5 6.5 9.0 100.0
Female 26.5 73.5 100.0 66.5 15.6 12.3 56  100.0
Type of settlement
Budapest 28.1 71.9 100.0 70.7 14,7 7.3 7.3 100.0
County capital 26.1 73.9 100.0 71.7 16.6 5.0 6.7  100.0
Town 25.0 75.0 100.0 68.5 16.7 5.6 9.3  100.0
Small town 335 66.5 100.0 70.7 14.1 8.7 6.5  100.0
Village 411 58.9 100.0 59.0 16.7 16.7 7.7 100.0
Education levels of parents
Lower secondary school 45.8 54.2 100.0 63.6 9.1 9.1 18.2  100.0
At least vocational training school 46.8 53.2 100.0 53.9 20.2 16.9 9.0 100.0
At least upper secondary school 33.1 66.9 100.0 66.7 19.2 8.3 5.8  100.0
At least higher education 25.1 74.9 100.0 86.7 22 4.4 6.7  100.0
Both higher education 12.5 87.5 100.0 86.0 8.0 2.0 40  100.0
Type of school
Gymnasium 6 or 8 grades 9.4 90.6 100.0 97.1 29  100.0
Gymnasium 4 grades 13.0 87.0 100.0 88.9 49 1.3 49  100.0
Vocational secondary school 41.5 58.6 100.0 66.4 14.6 10.9 8.0 100.0
Vocational training school 55.7 44.3 100.0 35.4 35.4 19.5 9.8  100.0
Total 32.6 67.4 100.0 67.4 15.8 9.6 72 100.0
N 1,808 335

The results of the repeated survey show that 6 months after leaving sec-
ondary school more than two thirds (68 per cent) were full time students,
thus previous plans on continuing education are fulfilled, and even ex-
ceeded because the share of actual full time students is higher than the
ratio of those planning to continue education before finishing secondary
school (see Table 4.3).

Considering the extent to which plans to continue education were real-
ised in different groups of secondary school leavers, it can be concluded
that among girls slightly less than those planning to do so actually did go
on studying. Plans failed to the greatest extent among vocational training
school leavers (instead of 44, 35 per cent continued their education).

Plans to take up a job were realised to a much lesser extent than those
to take up further education. Only 16 per cent of those leaving secondary
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or vocational school in the spring of 2003 started to work, another 10 per
cent became unemployed and 7 per cent were in the so-called other inac-
tive category, i.e. either they were doing their military service or were on
maternity leave. According to the type of secondary school, plans failed to
a greatest extent among vocational secondary school leavers. Among vo-
cational training school leavers only slightly more than half of those who
had previously indicated such intentions were in employment. Among vo-
cational training school leavers the total share of the employed and the un-
employed approximately equalled the percentage of those who planned to
take up a job after leaving school. This suggests that their plans failed be-
cause of the shortage of adequate jobs. At the same time, among vocational
secondary school leavers the total share of the employed and unemployed
was 10 per cent lower, while the share of those continuing their education
was 10 per cent higher than originally planned. Thus this group modified
their plans to a greater extent and continued studying rather than enter-
ing the labour market.

Considering those in employment 34 per cent of vocational secondary
school leavers worked in their original vocation, (15 per cent in non-blue-
collar positions and 19 per cent as skilled workers but in their original pro-
fession), 7 per cent worked as skilled worker in other trades, and 22 per cent
had to take up semi-skilled or unskilled jobs. Among those who finished
vocational training school, 58 per cent worked in their vocation, and 32
per cent did semi-skilled or unskilled work. In conclusion, this means that
6 months after finishing school only 5 per cent of vocational secondary
school leavers and 20 per cent of those who had finished vocational train-
ing school were in employment. This indicates a fundamental change and
suggests that the times are past when young people could leave secondary
school with clear career expectations and trust that their vocational quali-
fications would help them secure their existence.

Data on further plans of last year secondary school pupils suggest that
their labour market position is very insecure. Most of them are still trying
to find their place, thus their situation — regardless of whether they are in
employment or unemployed — can not be considered stable or long-term.
40 per cent of vocational secondary school leavers and 50 per cent of vo-
cational training school leavers who did not continue their education ex-
perienced unemployment in the previous six months.

80 per cent of the unemployed vocational secondary school and 64 per
cent of the unemployed vocational training school leavers claimed that they
had no possibility of taking up casual work. Those who do have, often have
to accept jobs that are not related to their qualifications. Apparently, this
also plays a role in the fact that 60 per cent of the unemployed vocational
secondary school leavers and 56 per cent of the unemployed vocational
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training school leavers said they wanted to find a job as soon as possible.

Others planned to continue their education which they expect would im-

prove their labour market situation. Entrepreneurship and starting up an
own business appeared among the long term plans of only a few youngsters,

possibly due to the lack of knowledge, skills and capital.

If not only full time students, but all those who continue their educa-

tion after leaving secondary school are taken into account, then it can be
concluded that only 20 per cent finished their education at the secondary
level (see Table 4.4). Therefore, both the plans and the actual situation of
young people show that for the majority of them finishing from secondary
school does not mean the end of their schooling.

Table 4.4: Continuing education after secondary school by characteristics of students (per cent)

Student
Higher education Secondary level
No In vocation Total
studes  Fultime  Parttime ofthefist Mrew  Outoflewe
e vocation
qualification

Gender
Male 18.7 31.6 1.9 19.4 21.9 6.5 100.0
Female 19.6 38.5 39 11.7 20.7 5.6 100.0
Type of settlement
Budapest 12.2 31.7 9.8 17.1 22.0 1.2 100.0
County capital 15.0 55.0 1.7 15.0 8.3 5.0 100.0
Town 14.8 40.7 7.4 16.7 16.7 37 100.0
Small town 16.3 37.0 0.0 10.9 29.3 6.5 100.0
Village 30.8 16.7 1.3 17.9 25.6 1.7 100.0
Education levels of parents
Both lower secondary school 18.2 18.2 0.0 21.2 36.4 0.0 100.0
At least vocational school 29.2 9.0 22 19.2 30.3 10.1 100.0
At least upper secondary school 21.7 33.3 5.0 15.0 18.3 6.7 100.0
At least higher education 0.0 64.4 0.0 17.8 15.6 2.2 100.0
Both higher education 6.0 74.0 20 2.0 16.0 0.0 100.0
Type of school
Gymnasium 6 or 8-grades 0.0 80.0 2.8 5.7 8.6 29 100.0
Gymnasium 4-grades 49 741 49 3.7 11.1 1.3 100.0
Vocational secondary school 18.2 21.2 3.6 22.6 24.1 10.3 100.0
Vocational training school 43.9 1.2 0.0 18.3 317 49 100.0
Labour market status
Student 0.0 52.2 0.9 17.7 26.5 2.7 100.0
Employed 69.8 0.0 5.7 5.7 11.3 15 100.0
Unemployed 68.8 0.0 0.0 31 31 25.0 100.0
Other 25.0 0.0 20.8 29.2 16.7 8.3 100.0
Total 19.4 35.2 3.0 15.2 21.2 6.0 100.0

School leavers continue their studies approximately equally at tertiary and
secondary levels (38 and 36 per cent respectively). Over one third (35 per
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cent) of the total is enrolled full time and 3 per cent part time in higher
education. 15 per cent of school leavers continued their education in their
original vocation and 21 per cent started learning a new trade at second-
ary level. In addition, 6 per cent of the school leavers participated in train-
ing. The choice between the different forms of further education is clearly
related to the type of secondary school and the social status of the pupil.
The percentage of those who did not continue their education was highest
among vocational training school leavers (44 per cent) and those of lower
social status.

Considering the type of secondary school, it can be concluded that the ra-
tio of full-time tertiary education students is well above the average among
graduates from gymnasiums. Secondary vocational school leavers tend to
continue their vocational education at secondary level above the average,
while vocational training school leavers often start to learn new vocations.
Thus “re-training” immediately after leaving school — either as a result of
previous wrong choice of vocation or lack of labour market demand — is
most common among vocational training school leavers. Looking at the so-
cial status of the pupils, it can be argued that full-time tertiary education is
predominantly an option for those with higher social status, while for those
from a less favourable social background continued secondary education or
training courses offer a possibility to pursue further studies. Considering
participation in further education from the perspective of labour market
status, we see that one third of those in employment are involved in edu-
cation or training, mainly in some form of secondary education. Also one
third of the unemployed are studying, most likely participating in training
or labour market programmes, and 75 per cent of the other inactive cat-
egory indicates involvement in some sort of education or training.

As far as motivation is concerned, nearly half of the secondary school
leavers (45 per cent) who decided to continue their education hoped to
have a better job as a result, and almost the same percentage (47 per cent)
claimed that they wanted to learn more, gain new knowledge. One third
of the school leavers (27 per cent) expect better payments, while nearly one
fifth wanted to postpone entering the labour market. 7 per cent answered
that they continued their education because they had no chances of find-
ing a job after leaving secondary school. In conclusion, these figures show
that most young people expect an improvement of their labour market
prospects from further education.

In the autumn of 2003 only 49 per cent of secondary school leavers
claimed to be fully satisfied with their own situation. Among them, full
time students were over-represented. The majority of school leavers thought
they could rely on the support of their families (87 per cent) and friends
(60 per cent) in achieving their aims. However only 8 per cent expected
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support from their school and nearly one third (31 per cent) claimed that
besides their families they could rely only upon themselves. Taking into
consideration other factors as well, it can be concluded that for pupils with
more favourable social status (i.e. parents with higher education, secondary
school pupils) both the personal social network and the institutional net-
work (school) provided stronger support, and unemployed youth felt most
of all that they could only count on their families and themselves to real-
ise their ambitions. In other words, those secondary school leavers whose
families can provide least help are most likely to be left without support.

4.3 Labour Market Success of Higher-education Graduates
PETER GALASI

In this section we focus on the labour market success of higher-education
graduates by analysing their wages and labour market status on samples
of the first and second FIDEV surveys (FIDEV1 and FIDEV2).% We will
use the pooled sample of these surveys as well (FIDEV12). The two surveys
differ in their variables, and for this reason some specifications are only
run on FIDEV1 or FIDEV2.

Determinants of wages of higher-education graduates

One of the most important indicators for labour market success is the wage
a person is able to obtain on the labour market. We consider the following
elements: 1. whether university as compared to college education, and 2. in-
school labour market experience produces any wage premium, 3. whether
more diversified knowledge taught at the higher education institutes leads
to higher wages, 4. whether some rather general skills such as knowledge
of foreign languages and mastering I'T have an impact on wages. (Section
2.4 focuses on the role cost-priced and state-funded higher education might
play in wage formation).

The problem is treated in a simple Beckerian-Mincerian human-capital
setting (Becker 1975; Mincer 1975), where earnings are related to two com-
ponents of human capital: education and labour market experience. As a
dependent variable the natural log of wage rate, constructed with the help
of net monthly wage and working time, is used.

The average wage rates are 467 (FIDEV1) and 621 HUF (FIDEV2), re-
spectively. For the pooled sample, where 1999 wages are converted to 2000
prices, this amounts to 566 HUF. Due to lack of comparable data it is hard
to say whether these wage rates are high or low. In terms of net monthly
wages, however, our career-beginners earn 11.8 per cent (FIDEV1) and
16.5 per cent (FIDEV2) more than the average Hungarian employee does
in the same year.
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education as full-time students

in 1999 (FIDEV2).



INFOCUS

67 For a detailed description of
the index see section 2.4. foot-
note 51.

Education is measured by a dummy: whether the individual has a col-
lege or bachelor (= 0) or a university or master (= 1) degree. University di-
ploma-holders constitute about 40 per cent of the samples. Labour market
experience is in-school (Lighr 2001), it is also proxied by a dummy vari-
able: whether or not the respondent worked regularly for pay during their
studies (0 = no, 1 = yes). The proportion of persons having in-school la-
bour market experience is 30 per cent in the sample (FIDEV2). We insert
a gender dummy in order to capture women’s relatively disadvantageous
labour market position (women = 1). The proportion of women in FIDEV1
is about 54 per cent. The customary way of treating the gender wage-gap
is to estimate earnings equations for men and women separately. Here we
do not do this, because the persons in our samples are at the beginning of
their labour-market life-cycle and all have higher-education diplomas. Dif-
ferences attributable to either family division of labour or labour market
discrimination are likely to be formed during later phases of the life cycle
due to marriage and/or child rearing. The standard result is, however, a
negative parameter estimate for the coefficient, although it might be that
estimated gender differences will be zero, as the literature on the subject,
at least for Central-European transition countries, detects a very impor-
tant decline in the gender pay-gap (Brainerd 2000 Hunt 2002). In addition,
we use two dummies for foreign language skills (whether the respondent
speaks English or German, FIDEV1), and a dummy that is intended to
proxy the IT skills of the respondent (whether they regularly use the Web
when working, FIDEV1). If these skills become more valuable on the labour
market of a transition economy in the *90s, as the stronger integration of
Hungary as a small and open economy into the European economy and
the direction of the so-called skill-biased technological changes suggest,
we expect positive signs for these variables.

The diversity of initial skills might be important for higher-education
graduates, since it can affect both their access to jobs and the returns to
human capital on a labour market with heterogeneous jobs and skill re-
quirements. Two variables, that might have something to do with skill di-
versity acquired in a higher education institution, are added to the wage
equation. The first one is a dummy measuring that the graduate has one
or two fields of study (0 = one, 1 = two); 16.5 per cent (FIDEV1) and 21.1
per cent (FIDEV2) of persons in the two samples have two fields of stud-
ies. The second one is an occupational concentration index®” that shows
how individuals with a given type of education are distributed among oc-
cupations. Some types of education provide skills that might be useful for
a relatively large number of occupations — they are labelled “broad” fields
of education by van Smoorenburg and van der Velden (2000) —, some pre-
pare students for a small number of occupations (“narrow” fields of study).
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The concentration index is used to proxy this problem. Its value is zero if
individuals with a given type of education are employed in only one oc-
cupation, it is unity if individuals with a given type of education are dis-
tributed evenly among occupations. A type of education with zero value
is, in this sense, very “narrow”, whereas a type of education with a unit
value is very “broad”. “Narrower” fields of study can assure an education/
job match of better quality but with relatively high searching costs, that
is, it might be costly to find a good match due to the “narrowness” of the
type of education. “Broader” types of education might result in a match
of worse quality but with relatively low costs of searching. The question is
whether “narrower” or “broader” types of education provide advantages in
terms of wages. They might work in both ways depending on the actual
structure of labour demand and the resulting searching costs of finding a
job with given skill requirements. If the parameter estimate of the variable
is positive, that means that a person with a “narrower” type of education
is worse off since they could not find a good education/job match. If the
reverse holds true then an individual with a “broader” type of education
will be worse off in terms of wage premium for the same reason. In the case
of job-starters the type of education they have obtained might be impor-
tant, that is why a series of type-of-education dummies is inserted into the
models. In Hungary an important point of the debate on higher-education
policy is the quality of cost-priced education. In order to see whether this
results in higher or lower wages the equations include a cost-priced dum-
my (FIDEV2).% Equations for the pooled sample also comprise a dummy
(Wave) indicating that observations are from the first or the second surveys,
that is, capturing changes in the labour situation of the young between
the two surveys, if any.*” The results of the most important parameter es-
timates of different specifications are displayed in Table 4.5.7°

University education yields extra wages as compared to college education
for all the samples and specifications: 19 and 22 (base and extended mod-
els, FIDEV1), 25 and 27 (base and extended models FIDEV2), and 20 per
cent (pooled sample).”! The estimates do not confirm that in-school experi-
ence has an impact on wages. Another important result is that cost-priced
and state-funded students do not differ in terms of wage rate. Having one
or two fields of study do not produce any wage advantage for the second
wave, but leads to significant wage premium for the first one. As regards
the occupational concentration index, the graduates differ in their acces-
sibility to jobs, due to the skills embodied in the type of education they
have. The results are mixed as to whether “broader” or “narrower” types
of education lead to higher wages or not. As for the first wave the answer
is that they definitely do not. However, this factor has an impact on wages
for the second wave.
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68 The impact of cost-priced
education on the labour market
success of graduates is discussed
in section 2.4.
69 Due to endogeneity of educa-
tion (Card 1998; Bound — Solon
1999), simultaneity of wages and
working time (Killingsworth 1983
Mroz 1987), or ability bias (Wil
lis— Rosen 1979; Maddala 1983),
wage equations are estimated
by 2sls with using instruments
(Bedi — Gaston 1999; Brunello
— Miniaci 1999; Levin — Plug
1999). We have checked both
the endogeneity of variables
and the validity of instruments
(Wooldridge 2002).
70 The models also include vari-
ables capturing occupational and
regional labour market effects.
For detailed results see Galasi
(2003a).
71 Note that returns to university
education are higher if the wage
equations are estimated by 2sls
as compared to ols estimations.
Itis not an unusual result (Card
1998, Trostel — Walker — Wool-
ley 2002).
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Table 4.5: Parameter estimates from wage equations

FIDEVL  FIDEV2 Pooled FIDEVL  FIDEV2
Coef. Coef. Coef. Coef. Coef.

Working time® -0.2672  -0.237°  -0.254¢  -0.407¢  -0.276°
University 0.1882 0.2472 0.1972 0.223¢ 0.270?
Mark of GCE exam -0.101

Female -0.015

Cost-priced 0.436

Experience 0.068

Two fields of studies 0.1012  -0.043 0.013 0.097¢  -0.021

Speaks English 0.059°

Speaks German 0.040

Uses the Web 0.064°

Field of Study

Agricultural -0.028 -0.483*  -0.188° 0.012 -0.438°
Humanities 0.020 -0.3200  -0.060 0.027 -0.319°
Foreign languages 0.149*  -0.195 0.093° 0.143*  -0.219

Small languages -0.067 -0.237 -0.058 -0.165 -0.195

Teacher 0.000 0.000 0.000 0.000 0.000

Physical education 0.031 -0.4082  -0.059 -0.016 -0.397°
Informatics 0.390¢  -0.058 0.1982 0.4042 -0.215

Technical 0.099 -0.296*  -0.019 0.112 -0.262

Arts -0.233  -0.276 -0.034 -0.199 -0.236

Health care -0.3812  -0.419°  -0.400°  -0.282¢  -0.396°
Law, social public administration -0.061 -0.4532 -0.2332 -0.005 -0.377°
Economics and business 0.263? -0.157 0.130? 0.341 -0.144

Social sciences -0.095 -0.4922  -0.222°  -0.088 -0.406°
Natural sciences -0.060 -0.3100  -0.094°  -0.049 -0.287

Occupational concentration -0.448 0.7032 0.137 -0.519 0.643¢
Wave - - 0.0802 -

* Significant at the p = 0.01 level.
Dependent variable: natural logarithm of net wage rate.
® Natural logarithm.

The results suggest that a “broader” type of education produces a wage pre-
mium for it leads to a better education/job match due to lower job-search
costs resulting from accessibility to many jobs. It seems that some rather
general (and “modern”) skills (using the Web, knowledge of foreign lan-
guages) are coupled with wage advantages. Finally, there is no sign of sig-
nificant gender wage difference in the samples.

Determinants of the labour market status of higher education
graduates

Determinants of the labour market status of higher-education graduates are
treated here in a supply-side framework that is we focus on factors influencing
the choice of labour market status in which — as both classical labour-supply
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and job search models emphasise (Devine — Kiefer 1991; Heckman 1979; Kill-
ingsworth 1983) — reservation wages play a major role. If wage offers exceed the
reservation wage of the individual, then they are willing to accept a given job,
if not they refuse working. In some models potential workers consider hours-
of-work-wage offer packages (Gorgens 2002), thus both time preferences and
reservation wages influence the labour market participation decision.

Reservation wages, however, are mostly unobservable in practice, there-
fore researchers have to work with offered and accepted wages, that might
be interpreted as realised wage offers. Higher wages result in higher labour
market participation probability at given hours of work. The effect of hours-
of-work offers might have on participation depends on the time preferences
of the potential workers. These, in turn, depend on the relative subjective
value of consumption and leisure, the expected stability of the job — that
is the expected risks associated with the job that would be influenced by
the stability of the income stream which the job offers.

The literature does not always offer clear-cut answers to the question of
the behavioural relevance of labour market states. Applied search mod-
els are mainly concerned with the unemployed, and it is not always clear
whether the unemployed and the inactive differ or not behaviourally.”> We
distinguish five labour market states: employee, self-employed, unemployed,
full-time student, other inactive.

The distribution of our samples by labour market status is as follows.
The proportion of employees is 78 per cent that of self-employed is 4 per
cent we have 6 per cent unemployed persons, 8 per cent students, and 3
per cent other inactive.

The dependent variable is the five labour market states.”> We assume
that the employees and the self-employed differ in their preferences vis-a-
vis labour market risks (stability of wage and job) and autonomy of work.
The self-employed are less risk-averse prefering more autonomy at work,
including perhaps shorter working time. The unemployed are willing to
accept a job at given market wages but they actually do not find one. It
is assumed that potential wage offers have a greater influence on their de-
cision than working time offers. Inactive persons cannot accept available
wage and hours-of-work offers and for this reason they do not search for
a job. It is an important empirical question whether they differ from the
unemployed in this way. Finally, students do not enter the labour market
after having obtained their first higher education diploma. They rather
continue studying either because they cannot accept actual wage and/or
hours-of-work offers, or because they expect better job offers by making
extra human capital investments.

Our two most important explanatory variables are the wage and working
time. We assume that the choices are influenced by the wage and working

9

72 See Clark — Summers 1982;
Flinn — Heckman 1983; Tano
1991; Goniil 1992; Micklewright
— Nagy 1999. As a rule classical
labour supply models do not
explicitly model participation
decisions. Most of them consider
the problem as a source of selec-
tivity bias for wage and hours-of
work equations.
73 The models are estimated by
multinomial logits.
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74 The working time variable
is the natural logarithm of the
average hours of work a graduate
with a given type and level of
education might expect. This is
interpreted as the average work-
ing time offer. The wage variable
is the natural logarithm of the
median wage a graduate with a
given type and level of education
might expect. This is thought
of as the expected median wage

offer.

time that graduates with the same level of education and type of education
might expect (both variables are computed from our samples).”

Higher wages would result in higher probability for becoming employ-
ee and self-employed, and cause the probability of being unemployed and
inactive to decline. The relationship between wage level and the choice
of status of students is not unambiguous. It might be that the individual
finds the actual wage offers too low and rather opt for studying further.
This would imply a negative relationship. But it also might be the case that
they actually observe high wages but expect even higher wages in the fu-
ture and thus decide to study further in the presence of high actual wages.
Then higher wages would be associated with higher probability of being a
student, implying a positive relationship between the two variables.

How working time affects the choice of the labour market status is the-
oretically undetermined, the available labour supply models do not pro-
duce any meaningful prediction in this respect. In addition, in our mod-
els, the working time effect is measured at fixed wages, thus its sign would
depend on individuals’ preferences about which no empirical findings are
available.

Three additional variables, also used for wage equations, will be inserted
into the models: level of education (college/university), occupational con-
centration, and number of fields of study (one or two). These variables are
available for both samples thus this model — the base model — is estimated
on the first, the second, and the pooled samples, as well. Equation for the
pooled sample also comprises a dummy (Wave) indicating that observa-
tions are from the first or the second surveys, that is, capturing changes in
the labour situation of the young between the two surveys, if any.

Extended models are also estimated with variables present only in one of
the surveys including knowledge of foreign language (FIDEV1), in-school
labour market experience and cost-priced student (FIDEV2).

Table 4.6: Determinants of labour market status, marginal effects

Base model Extended model

FIDEV1 FIDEV2 Pooled FIDEV1 FIDEV2
1. Employee
University -0.015 -0.0472 -0.034 0.010 -0.042°
Experience - - - - 0.035?
Cost-priced - - - - 0.0342
Two fields of study 0.042: 0.025 0.0342 0.041 0.022
Occupational concentration ~ -0.458? -0.374 -0.399  -0.467° -0.355?
Speaks English - - - -0.006° -
Speaks German - - - -0.049 -
Working time 0.341° 0.1712 0.270° 0.333° 0.192°
Wage 0.079° 0.074 0.091° 0.091° 0.063°
Wave - - 0.0222 - -
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Base model Extended model

FIDEVI  FIDEV2 Pooled FIDEVI  FIDEV2
2. Self-employed
University 0.016° 0.016° 0.015° 0.014 0.014
Experience - - - - 0.0272
Cost-priced - - - - 0.007
Two fields of study -0.014¢ -0.0112 -0.0122  -0.014 -0.010?
Occupational concentration 0.082° 0.1022 0.1012 0.085? 0.096°
Speaks English - - - 0.018° -
Speaks German - - - 0.003 -
Working time -0.154" -0.105" -0.134¢  -0.151® -0.087°
Wage -0.007 -0.005 0.002 0.004 -0.008
Wave - - -0.008¢ -
3.Unemployed
University -0.022 -0.015° -0.0200  -0.020° -0.013
Experience - - - - -0.023¢
Cost-priced - - - - -0.001
Two fields of study -0.001 -0.016° -0.009 -0.001 -0.016¢
Occupational concentration 0.333¢ 0.1412 0.1942 0.32712 0.1392
Speaks English - - - -0.016° -
Speaks German - - - -0.0172 -
Working time -0.066 0.025 -0.034 -0.076° 0.012
Wage -0.075° -0.074 -0.068*  -0.065° -0.069°
Wave - 0.000 -
4, Student
University 0.008 0.039° 0.021° 0.003 0.033¢
Experience - - - - -0.042°
Cost-priced - - - - 0.0522
Two fields of study -0.023° -0.003 -0.011 -0.022 -0.002
Occupational concentration 0.068 0.163° 0.1322 0.050? 0.15%"
Speaks English - - - 0.027° -
Speaks German - - - 0.080 -
Working time -0.107° -0.084 -0.110*  -0.091" -0.110°
Wage 0.038° 0.028 0.035° 0.020 0.036°
Wave - - 0.014 - -
5. Inactive
University 0.012 0.008 0.018° 0.013¢ 0.008
Experience - - - - 0.003
Cost-priced - - - - 0.013
Two fields of study -0.004 0.005 -0.002 -0.004 0.006
Occupational concentration ~ -0.025 -0.032¢ -0.028 -0.0032 -0.035°
Speaks English - - - -0.001 -
Speaks German - - - -0.026 -
Working time -0.014 -0.007 0.008 -0.015 -0.007
Wage -0.050¢ -0.024¢ -0.0612  -0.049 -0.022
Wave - - -0.027° - -

* Significant at the p = 0.01 level.
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75 For detailed results see Galasi
(2003c).

Table 4.6 presents estimation results (marginal effects).”” Higher wage
offers increase the probability of employment and decrease that of unem-
ployment and inactivity for all equations. Chances of becoming self-em-
ployed are not affected by wage offers. The probability of being a student
gets higher as wage offers increase, implying that students expect even
higher wages after further studies. The results are essentially the same for
both the base and the extended models. Longer hours of work lead to high-
er (lower) probability if becoming employed (self-employed), no working
time effect is detected in the case of unemployment and inactivity. In two
out of three equations increases in hours of work leads to a higher prob-
ability of being a student. All these suggest that self-employment is attrac-
tive for those who prefer higher risks and shorter working time, whereas
choosing an employee status might be tantamount to obtaining more sta-
ble jobs with longer hours. As regards student status, some individuals
prefer not entering the labour market but studying instead as a result of
longer working time.

Education plays a role in the case of some labour market states. It holds
for all the equations that persons with a university education have a high-
er probability of being self-employed. A higher degree thus means choos-
ing higher risks at a given wage and working time. Persons with a univer-
sity education would become inactive with a higher probability at given
wages and hours of work than those with a college degree, implying that
graduates with a university diploma value leisure more than those with a
college diploma. A university degree has a favourable (negative) effect on
becoming unemployed, whereas it does not affect the chances of employ-
ment. In some equations graduates with a university degree study further
with a higher probability but the estimated coefficients are not significant
in the case of the extended model.

As regards the occupational concentration index, the results suggest that
graduates with “broader” types of education would have better chances for
becoming self-employed, unemployed or students, whereas those with “nar-
rower” types of education would rather be employees or inactive. Having
one or two fields of study does not affect the choice of labour market sta-
tus. Speaking English has a positive effect on becoming self-employed, or
a student, and a negative one on employment and unemployment, whereas
speaking German does not seem to matter. In-school labour market expe-
rience increases the chances of being self-employed, or an employee, and
decreases the probability of becoming unemployed or a student. Persons
graduated from cost-priced places are more (less) likely to be employees
(students), thus higher educational costs might induce graduates to enter
the labour market.
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4.4 Job-training of Higher-education Graduates
PETER GALASI

Job training constitutes an important part of both the labour market and
the educational system. A labour-market-centred human-capital approach
to the problem has become an integral part of the labour economics since
the mid 1960s (for theoretical summaries see Becker 1962, 1975; Hashimoto
1981; Parsons 1990; Stevens 1994). In the *90s, training seems to be more
important than ever in Hungary, especially among young higher-educa-
tion graduates. When leaving full-time education many higher-education
graduates continue accumulating knowledge and skills through formal
or informal, on-the-job or off-the-job training. Training might improve
the productivity of young school-leavers, contribute to forming better job-
employee matches, and ameliorate their opportunity for obtaining stable
and higher-paid jobs.

Three elements of the problem are analysed here with the help of a sur-
vey representative of Hungarian higher education graduates:”® the impact
of education on participation in training, the length of training, and the
share of training costs between employees and employers.

As regards the relationship of education level with training probability
(occurrence and length, etc.) it is of great importance whether education
level and training are positively or negatively correlated. If the former holds
then differences in human capital between employees with lower and higher
levels of education will widen on the labour market, and the less educated
will have lower chances of ameliorating their labour market position by
training, and the more educated will be able to accumulate even more hu-
man capital. If the reverse is true then differences due to in-school human
capital will be diminished on the labour market. The literature provides
no unambiguous answer to the problem, some papers arrive at a negative,
others at a positive relationship between training and education.”” This is
not surprising since actual predictions and results depend on both the the-
oretical contexts of the models and the properties of data (especially the
time horizon the samples cover). In a simple short-run setting, where more
education implies higher job-productivity and the training is intended to
provide workers with additional skills and knowledge so as to reach actual
(fixed) job-productivity, more education is associated with lower training
probability for a given job, and this is the case if more education indicates
better learning abilities, as well. In a long-run utility- (profit-) maximisa-
tion model, where the more educated have better learning abilities thus
lower marginal training costs and/or higher returns to training, workers
with higher levels of education will experience more training, especially in
the case of firms with long career ladders or “internal labour markets”.

10

76 The survey contains infor-
mation about the 2000 labour
market situation of young per-
sons graduating from Hungarian
higher education in 1999.

77 The papers of Lillard and
Tan (1992), Lynch (1992), van
Smoorenburg and van der Velden
(2000), Goux and Maurin (2000),
Ariga and Brunello (2002), Gar-
cia, Arkes and Trost (2002) as-
sume/obtain either negative, or
positive correlation, or both, and
the values of the estimated coef-
ficients also show a great variety
of patterns. van Smoorenburg and
van der Velden (2000), focusing
on the training probability of
Dutch career-beginners, argue
that higher level of education
implies higher ability and this
reduces the costs of a given train-
ing, therefore level of education
and training probability will be
positively correlated. The esti-
mated parameters support their
hypothesis, and the result is ro-
bust to model specifications.
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78 Since only employees can
participate in training, and they
might constitute a non-random
sample of the population of work-
ing age, some sample-selection
bias might be present. For this
reason in estimating participa-
tion probability we use probit
with sample selection. This is
a two-equation estimator. The
first equation is a labour market
participation probit (dependent
variable: whether the person is
employed or not) in which edu-
cation, in-school labour market
experience, type of education,
and the rate of unemployment
of the types of education are
inserted as explanatory variables.
The second one is the training
participation equation with
variables mentioned in the text.
Having made use of probit with
sample selection seems to be
justified for the error terms of the
training probability and employ-
ment probability equations are
correlated. For detailed results

see Galasi (2003b).

The second problem is how the employer and the worker share the costs
of training. In the spirit of Becker’s (1962) fundamental model, training
might be classified as perfectly general and specific. Training is (perfectly)
general if worker’s productivity (marginal product) increases by the same
amount with many employers. It is (completely) specific if the increase of
productivity with a given employer does not affect productivity with oth-
er employers. Since both parties can terminate the contract in the future,
sharing the costs serves as an element of insurance against future losses in
returns. One implication of the model is that general (specific) training
is financed by the worker (the employer), and in-between (neither com-
pletely specific, nor perfectly general) training implies cost sharing be-
tween the parties.

The sample includes young workers with a higher education diploma, some
53 per cent of them took part in training and, on average, spent 61 days on
training between graduation (summer of 1999) and September 2000.

Three equations will be estimated: a training-participation-probability, a
training-length, and a cost-sharing equation. Let us first see the training-
probability equation.”® A key explanatory variable — as we have seen in the
literature — is human capital. In the spirit of the standard, Mincerian human
capital model (Mincer 1974), it has two components: one accumulated by
attending school and one on the labour market (labour market experience).
In our case both components are initial, pre-labour market and pre-train-
ing human capital endowments. We know the highest educational degree
of the respondents, and we use this as a proxy for human capital accumu-
lated by attending school. Since our workers are all higher-education grad-
uates, this results in a dummy variable: college (or bachelor) degree (with
2—4 years of higher education = 0) and university (or master) degree (with
5 to 7 years of higher education = 1). The proportion of university diploma-
holders is 39 per cent. For the other component (labour market experience)
we use in-school labour market experience. This is measured by a dummy:
whether the respondent regularly worked for pay during their study (no = 0,
yes = 1), and almost one third of the respondents possess in-school experi-
ence. As regards the expected sign of the coeflicient the problem is similar
to that of education. In a short run setting where training is intended to
bridge the gap between initial human capital and actual productivity re-
quirements in the job, if in-school experience leads to higher productivity
at the work place, the correlation will be negative, and this would be the
case if in-school experience indicates good abilities/skills required by the
job. In a life-cycle model if in-school experience results in higher produc-
tivity, and/or indicates better learning skills in training, then the more ex-
perienced will be more likely to be trained.
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In addition to variables proxying human capital endowments, two other
variables have been inserted in the model in order to capture the effect of
workers’ heterogeneity on training probability. A series of dummies has
been included so as to detect how types of education might affect train-
ing probability (reference category: teachers in primary schools). These
variables might reflect differences in labour demand for skills embodied
in types of education. A type of education represents a special combina-
tion of skills learned in school, and the marketability of a given combina-
tion of skills depends on the actual state of the labour market. This might
influence the quality of education/job match, and a better-quality match
might lead to a lower training probability. An occupational concentration
index” — already used in section 2.4. — is also inserted into the equation.
It shows how individuals with a given type of education are distributed
among occupations. Its value is zero if individuals with a given type of ed-
ucation are employed in only one occupation and it is one if individuals
with a given type of education are distributed evenly among occupations.
A type of education with zero value is, in this sense, very “narrow”, where-
as a field of study with a unit value is very “broad”. “Narrower” fields of
study can assure education/job match of better quality but with relatively
high searching costs, that is, it might be costly to find a good match due to
the “narrowness” of the type of education. “Broader” fields of study might
result in a match of worse quality but with relatively low costs of search-
ing. If an individual with a “narrow” type of education can find a job with
a good quality match, they need little or no training. If not, then much
training will be necessary in order to bridge the gap between actual skills
and job requirements. Individuals with “broader” types of education can
be employed in many occupations but need some training due to the rela-
tive worse quality of the match. The sign of the estimated coeflicient can
be either positive or negative. A negative sign means that individuals with

“broader” (“narrower”) types of education are less (more) likely to be trained,
thus “broader” types of education produce a better education/job match
than the “narrower” ones, and consequently “broader” fields of study im-
ply less training costs. With a positive sign the reverse holds.

Finally, a series of firm-size dummies is included (firms with more than
1000 employees as reference). One can argue that a firm’s size affects train-
ing costs. There are some signs that larger firms train their employees to
a greater extent than smaller ones (van Smoorenburg — van der Velden
2000), and this can be attributed to the economies of scale which larger
firms might have in providing and/or purchasing training services. As for
the costs of training they can be spread over a larger number of employees
with larger firms and/or larger firms can purchase training courses at lower Z}?CF N fes‘:e‘l‘;gcct'fcfﬁ“zf’zog) stf
prices. One can also argue that larger firms provide more stable and bet-| note 62.
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80 Itis very likely that the school-
ing variable is endogenous, due to

the unobserved heterogeneity of
individuals in terms of produc-
tivity or/and ability needed in the

job and also to the heterogeneity

of jobs in terms of firm-specific

skills. Levels of education and

(unobserved) productivity/ability

and/or firm-specific skill require-
ments might be correlated, and

as a consequence ols would pro-
duce biased parameter estimates

for the schooling variable. The

empirical model will be esti-
mated by 2sls with one IV. Both

endogeneity of schooling and

the validity of the instrument

have been confirmed (see Galasi

2003b).

81 Since participation in training

might be non-random another

sample selection problem would

be present. Here we also use

probit with sample selection. The

auxiliary equation is the training

participation equation we have

used. The assumption of sample

selection seems to be justified for
the error terms of the training

and the cost-sharing equations

are correlated. For detailed re-

sults see Galasi (2003b).

ter job opportunities so that it is more advantageous for workers in larger
firms to participate in training. If this is so, training probability and firm
size will be positively correlated.

As regards the training-length equation, the dependent variable is the
natural log of the length of training measured in days.** Here a sub-sam-
ple of employees is considered, namely, those having received training. The
same explanatory variables are used as in the training probability equation,
for similar reasons and their interpretation is also similar.

The dependent variable of cost-sharing equation is a dummy: whether the
training is financed entirely by the firm (= 1) or otherwise (= 0). For 46 per
cent of the participants training is financed entirely by the firm, and the
costs of training are covered by the worker in 45 per cent of the cases.®!

The explanatory variables include two dummies proxying the general/
specific nature of the training, the two human capital indicators (edu-
cation and experience), the length of training (in days, natural log), the
post-training wage (wage rate, natural log), and a series of firm-size dum-
mies. We have two kinds of training programmes that might be consid-
ered as general: foreign language and computer skills. Foreign language
and computer skills are more or less transportable, that is, they can be
utilised at many firms. Strictly speaking no information can be obtained
from the data on whether the training is firm-specific or not. Rather, some
training programmes seem to be job-specific, namely, special and supple-
mentary skills needed in the actual job. Although these are not necessar-
ily firm-specific training programmes, one can argue that the knowledge
and skills accumulated with the help of these programmes are less trans-
portable than foreign language and computer skills, thus in the spirit of
the Becker’s model we can expect that firms will be more likely to finance
these programmes, than those providing general knowledge and skills. We
have then included two dummies one for general and one for job-specific
training programmes, and the reference is the dummy representing all the
other programmes being assumed to be a mixture of not perfectly specific
and not completely general programmes. If the classification works and
the assumptions are correct, we expect a positive sign for the specific, and
a negative one for the general dummy.

Education and in-school labour market experience might play a role in
cost-sharing decisions. If more education and experience indicate better
abilities, learning skills and higher productivity in the job, then, from long
run profit-maximisation considerations, it might be advantageous for the
firm to cover the training costs for the better educated and more experi-
enced to a greater extent.

Higher post-training wage implies higher post-training costs, that is, less
expected profit at fixed expected post-training productivity. This might
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induce firms to cover smaller proportions of the training costs in order to
minimise their losses for the training and post training period. If this is
so, then higher post-training wages would result in smaller firm’s shares.
At the same time the post-training wage may reflect a firm’s expectations
as regards the post-training productivity of the trainee. If the firm expects
a high productivity increase due to training, that is, high post-training
productivity, then it would be willing to cover a greater proportion of the
training costs, than in the case of lower post-training productivity and
wage. Then higher post-training wage results in a more intensive participa-
tion in financing the training programme on the part of the firm. Train-
ing length is also included in the equation so as to control for differences
in the amount of training workers need. Firm-size dummies are inserted
in the equation, and it is assumed that due to economies of scale, lower
fixed per capita training costs, and better intra-firm job-mobility oppor-
tunities, larger firms cover the costs of training with a higher probability
than smaller ones. Results are summarised in 7able 4.7.

A brief summary of results is as follows. Graduates with a university di-
ploma are less likely to participate in training than those with a college di-
ploma. This is consistent with a short run fixed-productivity requirements
model where training is intended to increase the productivity of the ca-
reer-beginners in order to reach the level of productivity needed in the job.
In-school labour market experience leads to a higher participation prob-
ability. If experience indicates higher productivity and/or better abilities/
skills, then this would be consistent with the assumption that for graduates
with labour market experience marginal training costs are lower, and/or
increases in productivity are higher at fixed training costs, therefore the
profitmaximising employer are more likely to train them than graduates
with no experience. University education reduces the length of the training,
as well. Thus school-leavers with a university diploma have shorter train-
ing programmes than those who have graduated from colleges. In-school
labour market experience has no effect on the length of job-training.

Another important result is that school-leavers holding diplomas with

“narrower” types of education are more likely to obtain training. This im-
plies a more severe matching problem in the case of “narrower” types of
education, possibly due to prohibitive searching costs for finding a good-
quality match.

Results for the cost-sharing decision are in line with Becker’s idea, since
the firm is less likely to entirely cover the costs of general training and more
likely to finance job-specific training programmes. As regards the relation-
ship between education and training costs, the firm is rather more willing to
cover the costs of training for the better educated (university degree) than
those with college education. This suggests that higher schooling implies

105



INFOCUS

better abilities/skills, thus more rapid increases in productivity. In-school
experience does not affect cost-sharing.

Table 4.7: Determinants of training participation, training length
and cost-sharing of training

Participation’ Length™ Cost-sharing™"

Marginal effect Coefficient Marginal effect
Length of training - - -0.080°
Wage - - 0.014
Job-specific training - - 0.034¢
General training - - -0.048°
University -0.030° -0.582° 0.057°
Experience 0.084 -0.096 0.006
Type of education
Agricultural 0.215? 1.980? -
Humanities 0.215 2.151° -
Foreign language 0.189° 1.967 -
Small language 0.199 1.414 -
Physical education 0.230? 1.511° -
Teacher 0.000 0.000 -
Informatics 0.1942 0.733 -
Technical 0.208 1.412 -
Arts 0.055 0.491 -
Health care 0.193° -0.379 -
Law 0.193° 1.607° -
Business/economics 0.220? 1.256° -
Social sciences 0.219° 1.338 -
Natural sciences 0.093 2.128° -
Occupational concentration -0.423¢ -3.663 -
Firm size
10 or less -0.129° 0.504 -0.162°
11-50 -0.092° 0.334 -0.162°
51-100 -0.093 0.002 -0.125
101-500 -0.039 0.190 -0.064
501-1000 -0.059° -0.033 -0.061°
More than 1000 0.000 0.000 3,590°
Constant - 4,925 -

* Significant at the p = 0.01 level.

* Estimator: probit with sample selection. Dependent variable: whether the individual
participated in training. Selection equation: whether the individual is employed (de-
pendent variable), schooling, in-school labour market experience, 14 type of educa-
tion dummies, rate of unemployment of types of education.

** Estimator: 2sls. Dependent variable: length of training (days, natural log). Endog-
enous variable: schooling. Instrument: date of admission to the higher education
institute (year).

*** Estimator: probit with sample selection. Dependent variable: whether the firm covers
all training costs. Selection equation: the participation equation.
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5. EDUCATION AND MOBILITY

5.1 Mobility and Schooling in Hungary at the Beginning of the 2000s
ZSOMBOR CSERES-GERGELY

Human capital can be compared to physical capital in many ways: it can
be accumulated, it depreciates and it can be relocated.®* Similarities be-
tween the two types of capital lead to similar conclusions in terms of op-
timal management, both in the case of accumulation or renting out of the
capital. One can show that both actions can be represented as a function
of different parameters describing the environment of an actor, and the
underlying rule can be studied to extract an optimal decision. An impor-
tant question that arises when harvesting the benefits from capital is: in
what economic surrounding — geographically speaking: where — it should
be used. In what follows we take a look at whether relocation of human
capital, mobility and migration in Hungary after 2000 can be connected
to its optimal use.

Empirical researchers dealing with mobility have to make similar as-
sumptions as do others dealing with data and the number of assumptions
to be made is in inverse proportion to the information content of the data
at hand. Without going into very much detail, we have to mention that
modelling mobility has no sophisticated economic theory which would be
agreed upon by many researchers. Empirical investigation usually amounts
to formulating the decision in terms of a binary outcome, which depends on
the costs and benefits of the move considered. Differences between empiri-
cal implementations usually boil down to the use of different types of data,
econometric methods and explanatory variables. Specifications of costs and
benefits are usually motivated by the portability of human capital and by
the fact that holding everything else constant, the act of mobility “trans-
ports” human capital to a location where it is best put into use.

Recently I have carried out research that was similar in spirit to the above
logic (Cseres-Gergely 2003b, 2004) — the resulting papers followed imme-
diately the one by Kertesi (1997), which was the first study of Hungarian
migration that used micro-data and economic reasoning. Mainstream mi-
gration research concentrates on two main areas: the measurement of the
effect of economic and in particular labour market related pull and push
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erwise not negligible fact that
human capital normally can
not be sold.
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83 In the meantime, I run a new
macro-data based research, using
county-to-county migration data
(Cseres-Gergely 2005). As op-
posed to previous results which
were based solely on migration
outflows from micro-regions, a
gravity model estimated does
show an effect of both wages and
employment rate on migration
and mobility.
84 Let us sidestep the possibility
of agglomeration effects here.
Such an effect s present if similar
people tend to move to the same
place, possibly because there is
abundant supply of an amenity.
Although we have only limited
knowledge about such tendencies
in the case of Hungary, recent
suburban developments make
them likely. Hermann (2002)
shows that the availability of
primary schooling in villages
does not count as a substantial
pull force for migration. Divény:
— Kok — Kovdcs (1998) points out
that those moving to suburban
belts around greater towns, pri-
marily those around Budapest,
have not yet developed their local
infrastructure, or shaped the one
present to their own needs.

forces on mobility and migration (see Boheim — Taylor 2000 as an exam-
ple), and the question of whether mobility is able to equilibrate regional
inequalities and if yes, what is the time horizon of such a change (see Pis-
sarides — McMaster 1990, for example). Considering that the rate of mobil-
ity and migration is much lower in Hungary than in the western part of
Europe or in the US, the relevant question in this context is why this low
rate prevails, especially when regional dispersion in wages and unemploy-
ment rates are not negligible. Do economic incentives have any effect on
mobility, or are they swept away by other, non economic motivations?

Research results considering Hungary present mixed evidence on the
role of economic incentives. My investigation failed to show such an ef-
fect using macro-level data® and although they were present in the results
from individual-based models, their effect is diminishing. In the latter type
of models however, schooling and age exerted a consistently positive and
negative effect, respectively. The age effects can quite plausibly be attrib-
uted to different positions within the life-cycle, but one might want to ask
the question what really is the effect, whose impact on the probability of
moving the schooling variable measures? The trivial explanation is, in line
with the simple theoretical model, that schooling measures human capital
alone. The results however hint towards the possibility that there is some
uncontrolled heterogeneity present to which schooling serves as a proxy,
confounding the effect of human capital to something else. The most im-
portant uncontrolled effects are possibly the following.%4

Schooling is merely a proxy to wealth. The effect we see is actually driven by
the fact that more affluent families are more likely to move simply because
they can afford to finance a desired move. Moving house is also a risk, in
which a great amount of money can be lost (see Hegedsis 2003 on this) — it
is again possibly the wealthy that can bear such loss more than others.

Schooling is a proxy to “experience in moving”. Moving house requires cer-
tain skills in organisation, and migration also requires a great degree of
adaptability. Those who lack such experience might also be hindered by a
kind of perceived uncertainty. Those with more schooling however are rel-
atively likely to have already moved, as education, especially higher educa-
tion is usually only available in larger towns. If the movement of boarders
near a school or back home is a major cause of migration, and the respec-
tive population is not isolated, schooling can be found to be a very strong
predictor of migration.

Schooling is a proxy for organisational skills. The situation described
above can arise even if the skills for organisation are not obtained through
a move, but are acquired through schooling itself. It is well known that
schooling does not only transmit specific knowledge, but generic skills as
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well. Because of this link, schooling can have a positive effect on the pro-
pensity to migrate.

Schooling is a proxy to special human capital. The more schooling one
has, the more specialised one’s knowledge is, which can not be sold any-
where easily. Because people in Hungary are usually not mobile, and the
distribution of ability is probably uniform in space, migration of those with
more schooling can be explained by a process matching specific skills and
the demand for them.

Schooling is a proxy to general human capital. Demand for educated la-
bour has been high for more than a decade now, and such labour easier to
put into use on better working labour markets. Because of this, educated
workers in depressed regions can obtain jobs in better labour markets more
easily, hence are more likely to move.

Finding out which of the above is the actual driving force behind the
strong relation of migration and schooling is not an easy task. Firstly, one
has to have a large number of observations to tell apart the behaviour of
movers with different ages, family background, or coming from different
places (labour markets). Secondly, personal characteristics are also need-
ed to control for effects that are correlated with individual characteristics
that might affect both the migration decision and correlated with the key
explanatory variables in our model. Unfortunately, there is no such data-
base available in Hungary. There do exist databases which however do not
make it possible to look at individual mobility decisions, or are not acces-
sible to the public. Unfortunately most individual-level survey data are not
suitable for the analysis of mobility and migration either.®

In what follows, I shall illustrate the problems raised by the confounding
nature of the schooling variable through a simple estimation using the 2003
Survey of Living Conditions conducted by the HCSO.*¢ This data source has
the advantage that even if we can not follow individuals over time, we have
at least partial information on what happened to them: for every person
who moved after 1996, we know when and from where they moved into
their present apartment, and also from which settlement they moved. In-
dividual characteristics are known but unfortunately only at the moment
of collecting the survey data, in 2003. These include education, and age
of the respondent, characteristics of their job (including the “FEOR” job
identifier), and there is also information on family income. Those who did
not want to give an outright answer to the latter questions were presented
with intervals to choose from — in such cases I used the interval midpoints
and inserted them into the continuous variable.

Because data were not collected at the end of the year and the number
of observations is not large, I used spells, rather than individuals as a unit
of observation, pooling data from 2002 and 2003.%” Because of this, if a

85 Macro-level data include the

“TSTAR” database of the HCSO

and the IE, HAS. Individual
data are collected by the Home
Office, but not disclosed to the
public. The 1996 Microcensus
of the HCSO and the 1999 and
2003 survey of living conditions
are examples of data that could
in principle be used to study
migration. These contain ret-
rospective information on the
last move of a person, but are
not of true longitudinal nature.
Being able to follow a person over
time is nevertheless crucial, since
one has to control for important
transitions in life, such as going
to school and marriage.

86 I am greatful to Jézsef Hegediis,
who pointed out this survey and
made it accessible to me.

87 Those who are worried be-
cause of the independence of
these two parts of the sample are
right in principle, but actually
such dependence is taken care of
in the estimation. Itis important
however that the estimates would
be consistent even without this
measure.
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88 Actually I experimented
with two other definitions,
long-distance movers between
micro-regions but within regions
(versus shorter distance movers
and non-movers) and movers
between counties (versus shorter
distance movers and non-mov-
ers). These however yield results
that are direct extrapolation of
the first two models and hence
were omitted.

89 Schooling was measured on
a finer scale in a previous ver-
sion, but I omitted insignificant
indicators in due course.

change of residence occurred between 2002 and 2001, the value of the “mi-
grant” indicator variable is 1, and it is O if there was no such change. The
same rule applies to those observed in 2003, independently of their pre-
vious migrant status. I consider two types of moves: every mover includ-
ing those within settlements (versus non-moves) and longer distance mov-
ers including those within counties, but between settlements and “longer”
distance movers (versus shorter distance movers and all non-moves).®® Be-
cause there is no real temporal information available, explanatory variables
are the same in both cases: schooling, age, income per household member.
Auxiliary explanatory variables include: occupational code of the house-
hold-head and identifier of the micro-region.

The decision to move is modelled with a logit model, in which the outcome
is the “migrant” indicator, whereas schooling, age, age squared, and house-
hold income per head are explanatory variables. Properties of the previous
settlements are taken into account as fixed effects: this way I treat data as
a panel of micro-regions and spells as their individual realisations.

Estimation results concerning the working age population are shown
in 7able 5.1: the top part of the table shows effects on the probability of a
move using the broader, the bottom using the narrower definition of mo-
bility, with results from different specifications in the columns. The first
column replicates already known results in the case of both forms of mi-
gration (every mover and migrants across micro-regions): the propensity
to move diminishes with age and increases with higher education.® Based
only on this evidence, we can not tell apart the possible hypotheses con-
cerning the role of schooling in determining migration.

Focusing on hypothesis 1, we might want to separate the effect of income
by including a direct measure for it. Entering per capita income as a regres-
sor, results change quite remarkably. In the model considering both short
and long range moves, income clearly captures the effect formerly attrib-
uted to schooling: the parameter on higher education shrinks to a fourth
of its previous value and becomes insignificant. Such an effect is absent in
the case of long-range moves: the parameter value of higher education in-
creases a little bit, but that of income is not significant. It seems therefore
that in the case of short range moves, schooling acts merely as a proxy for
income (hypothesis 1), while over longer ranges, it seems that it is really
more educated people who move (hypothesis 2-5).

The above results were obtained using working age, 16—065 year old pop-
ulation. This raises the question, whether or not the large number of stu-
dents in secondary and higher education — many of them moving to dor-
mitories for their period of study — changes the results in a way suggested
by hypothesis 2. To look at this effect, I restricted the sample to persons
over the age of 24. While significant parameters of the first estimate did
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not change considerably, schooling becomes insignificant in the second
model. If we do not believe that moving over long-distances is a peculiar-
ity of young age,” then this evidence points towards the conclusion that
schooling influences migration mainly through the spatial structure of the
schooling system.

Table 5.1: A simple model of migration probability - fixed effect logit estimates

Coefficients
Aged 15-64 Aged 15-64 Aged 25-64

All moves
Higher education 0.251° 0.099 0.028
Age -0.258° -0.230° -0.269°
Age squared 0.002° 0.002° 0.002°
Income per household member 0.003° 0.003°
N 11,740 11,157 10,247
Number of micro-regions 108 108 101
Log-likelihood -1872 -17711 -1479
Moves between small regions
Higher education
Age 0.690? 0.824° 0.431
Age squared -0.477° -0.476° -0.604°
Income per household member 0.005° 0.005° 0.006°
N -0.000 0.001
Number of micro-regions 7,665 7,094 5,467
Log-likelihood 47 45 34

=317 -291 -213

@ Significant at 5 per cent; " significant at 1 per cent.
Source: Spell database generated from the cross section of the 2003 Living conditions

survey, HCSO

Although parameters of the variables of interest vary over a somewhat wide

range depending on the parameter chosen, the effect of age seems to be in-

sensitive to such changes. This confirms previous results which stress that

even though labour-market related motivations do have their effect on mi-

gration in Hungary, other forces seem to dominate them. Whether these

are of demographic or some other nature is impossible to tell confidently

on the basis of the data at hand. Answering this question would require

panel data that documents demographic, education and labour market re-

lated events on the individual level. Once such data become available, one

might ask the question again: do economic considerations, income and

schooling in particular, have an effect on the migration decision: But one | 90 Although in Hungary this is
has to wait most probably until then. not completely impossible.
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5.2 Effect of Education on Migration Decisions
AGNES HARS

According to the neo-classical theory potential migrants make their deci-
sions on the basis of the profit which they hope to obtain in a certain pe-
riod of time and they also take into consideration the costs measurable in
cash and other (cultural, social, etc.) commodities. In this model migration
probably concerns those people who may expect the biggest potential gain
or who may suffer the smallest potential loss during migration.

Return of human capital in migration decisions

The probability of migration grows with greater human capital — higher
level of education, qualification — if it may be presumed that the receiving
labour market — similarly to the home market — pays more to the quali-
fied labour or if the probability of employment is higher in the receiving
country (Massey et al 1993). It is frequently suggested that the labour mar-
ket situation of foreigners is more disadvantageous than that of domestic
labour, their unemployment rate is higher and there is a wage discrimi-
nation against them so their incomes are substantially lower (e.g. OECD
2003). However, this discrimination is not justifiable if their unemploy-
ment rate and wages are compared to the domestic labour force of similar
composition. In a simple comparison the analyses are frequently devoid of
aspects (e.g. knowledge of language, acclimatisation, etc.) which can ex-
plain the differences. The acclimatisation of foreigners needs a relatively
long period (10-15 years) and by the time they assimilate into the receiv-
ing country their wages and unemployment rate are less different and the
return of human capital can be more easily proven (Borjas 1994; Constant
— Massey 2002).

The expected wage gain of migrants is not explicit in the receiving labour
market and those who seek jobs abroad return to their home country. Re-
turning is not accidental because contradiction effects of selection can be
observed. On the one hand, those return who could gain the least through
their emigration decisions, i.e. the less qualified (Borjas — Bernt 1996), on
the other hand, the higher qualification and the access to the social and
information networks enhance returning home (Bauer — Gang 1998). Ac-
cording to Stark (1991) in the first period the receiving environment pays
for the supposed performance of the foreign group so the wage expectations
of the educated and highly qualified are less realised than those of their fel-
lows with lower qualifications. The income expectations of more qualified
foreigners are less paid by the receiving labour market so return migration
of the more qualified is considerable and this fact results in lower qualifi-
cation of foreigners participating in the receiving labour market.
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Discrimination against foreigners can be observed in the access to the
individual jobs: their chances to obtain certain jobs are less than those of
domestic labour. Often they enter a segmented labour market where they
accept unqualified, temporary jobs with bad working conditions, without
any hope of advancement in the secondary market of the receiving country,
and their aim is to receive the highest possible income in the shortest pos-
sible time (Piore 1979). The traditional guest-worker type of the 60s and
70s can essentially be described in this manner. Until the middle of the 70s
immigration was determined by the mass recruitment of partly temporary
labour, in the 70s and 80s the control of migration and the settlement of
the already emigrated population were characteristic, and by the late 90s
the recruitment of different well defined migrant groups took place.

Factors influencing the labour migration of Hungarians

In the section below we are going to examine what kind of selection mech-
anisms are present in the migration decisions in Hungary and, primarily,
to what extent education influences the migration decision.

In the course of the Labour Force Survey (LFS) of the Hungarian Central
Statistical Office (CSO) in the first quarter of 2003 the respondents were
also asked about their migration ideas, and close to 6 per cent of 15-49
years old have already been considering the possibility of working abroad.
One half of this group has also taken steps (collected information about
the possibilities, at least) but at the time of questioning only one in ten has
had the actual possibility of obtaining a job.

Up to university graduation, the higher the level of education the more
frequent is the inclination to work abroad. Taking all migration plans, in
the case of those with vocational training school graduation, compared to
the share of those who consider the possibility the ratio of those is higher
who have serious intentions to work abroad, that is, they have already col-
lected information about the potential jobs. The ratio is also somewhat
higher in the group of university educated people. In the case of those,
however, who attended only elementary or secondary school there is only
the phrasing of the possibility and their ideas are uncertain, their ratio is
lower the seriousness of their plans is questioned (7zble 5.2). Examining
by gender the ideas strongly depend on the level of education. In the case
of both sexes it is unambiguous that those of low qualification have less
plans for migration. The return of higher qualification (secondary school,
university) abroad is expected to a certain extent more by women, than by
men, in the case of men, however, the expectations of those who attended
vocational training school are the highest — similarly to a U-curve — and
the ratio of this group significantly exceed the number of those who refuse
the possibility of migration.
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Table 5.2: 15-49 years old population and education of those
who consider migration (per cent)

Education Do not plan Plan .C"”“t‘?" Together
information

Men

Less than lower secondary 2.0 0.6 0.7 1.9

Lower secondary 245 15.6 11.6 23.7

Vocational training school 39.3 423 48.5 39.6

Upper secondary school 235 30.8 28.1 24.1

Higher 10.7 10.7 11.1 10.7

Total 100.0 100.0 100.0 100.0

N (pers.) 2,272,909 191,841 99,062 2,464,750

Women

Less than lower secondary 1.9 0.7 0.4 1.9

Lower secondary 26.3 18.1 12.6 26.0

Vocational training school 239 215 238 238

Upper Secondary school 339 43.8 42.8 34.3

Higher 14.0 15.9 20.4 14.0

Total 100.0 100.0 100.0 100.0

N (pers.) 2,397,376 94,663 48,614 2,492,039

Together

Lower than lower secondary 2.0 0.6 0.6 1.9

Lower secondary 25.4 16.4 12.0 249

Vocational training school 31.4 35.4 40.4 31.6

Upper secondary school 28.8 35.1 329 29.2

Higher education 12.4 12.5 14.1 12.4

Total 100.0 100.0 100.0 100.0

N (pers.) 4,670,286 286,503 147,679 4,956,789

Source: CSO Labour Force Survey 2003, 1. quarter.

In order to examine the role of the factors which influence the human
capital in migration decisions we set up models in which we explained the
decision of foreign job-seeking by looking at the respondent’s age, sex and
education, both for the possibility if the migration intention is only ver-
bally expressed and for the possibility if the person in question has already
taken some positive steps to become more familiar with the possibilities
of employment (see 7able 5.3). The estimation confines itself to the age-
group 15—49 years old.

The role of age decreases the formulation of the migration decision by a
small extent but the case that the potential migrant is female to a much
greater extent. In the case of education we see that — considering the el-
ementary school as the base category of comparison — the education lower
than 8 classes decreases the probability of the migration decision to a very
large extent, education at vocational school level and secondary school
with vocational qualification increases it to a similar extent, the second-
ary school increases it a little more than that, and university graduation
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increases the probability of the migration decision similarly to the educa-
tion of secondary school.

Table 5.3: Effect of education, age and gender on the probability
of migration decisions

. L Have more serious migra-
Considered migration 8

Variable . tion intention
Coefficient Coeffici
oefficient
Age -0.064 -0.057
Woman -0.765 -0.716
Education
Less than lower secondary -0.679 -0.446
Vocational training school 0.983 1.363
Upper secondary school
+vocational qualification 0.936 1.183
Upper secondary school 1.058 1.172
Higher education 1.074 1.436
Constant -1.330 -2.520

All evaluated parameters are significant at 1 % level.
Base category: lower secondary education.

The possibility of migration can be considered to be more serious if the per-
son in question has already had a look around and collected information
about the prospects. Examining the more serious intentions we see that
the decreasing role of age is somewhat lesser which refers to the fact that
the conceptions of the younger ones may be more uncertain. Considering
the more serious decision intentions the women, however, also seek foreign
jobs with less of a probability than men. The role of education in migration
plans referring to more serious migration decisions is somewhat different: in
comparison to those who attended only elementary school in every higher
educational group the probability of the migration decision increases, and
in comparison to those with secondary school graduation the probability
of formulating a more serious intention is greater in the case of those with
secondary school graduation with a vocational qualification.

All in all, we can see (Table 5.4) that in the decisions determining for-
eign job-seeking higher education unambiguously increases the probability
of the migration decisions, age decreases it, and females want to seek jobs
abroad to a lesser extent. In formulating the more serious intentions, how-
ever, the role of secondary level education (secondary school or secondary
school with vocational graduation) is essentially bigger.

Migration decisions are not independent of the expected job abroad, de-
mand of the receiving labour market determines the migration of a labour
force and the receiving countries usually control their labour market, they
motivate the desirable labour force with strict selection and bilateral con-
tracts, and limit the inflow of non-desirable ones. For that reason we have
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examined to what extent the actual professions influence the migration
plans, and whether certain professions substantially increase the probabil-
ity of foreign job-seeking. For the answer we have used the one-digit oc-
cupational groups of FEOR categories as variables.

Table 5.4: Effect of actual profession, education, age and sex
on the probability of migration decision

. Considered migration ~ Have more serious migra-
Variable

coefficient tion intention coefficient

Age -0.068 -0.062
Woman -0.718 -0.646
Education
Lower secondary -0.656 -0.381
Vocational training school 0.856 1.098
Upper secondary school

+yocational qualification 0.953 1.094
Upper secondary school 1.128 1.211
Higher education 1.218 1.453
FEOR categories
Managers -0.177 0.058
Independent professionals

with higher education 0.025% (0.025) 0.251
Non-independent professionals

with higher/secondary education 0.007 (0.391) 0.155
Office clerks 0.028 0.117
Employed in services 0.176 0.465
Employed in industry/construction industry 0.422 0.713
Machine operators. assembly workers. drivers 0.312 0.407
Unskilled workers 0.506 0.516
Constant -1.369 -2.579

Base category: lower secondary school. agricultural skilled worker
* Significant at 5 % level. All the other evaluated coefficients are significant at 1 % level.

Results show that the probability of migration is largely decreased by age,
female status, low education (8 classes or less) and high labour market
status (working as a manager in public administration or the competitive
sector). In comparison to the agricultural profession every other profes-
sion increases the possibility of migration (with the exception of managers).
The probability of migration is much stronger if the person in question is a
manual worker in the industry or construction industry, or assembly worker,
machine operator or driver. In addition, it is very strong in the case of the
migration decisions of unskilled workers.

According to our earlier considerations if we take into account whether
the migration intention is more serious (did the person in question take
steps to get to know the possibilities of work) the role of the factors influ-
encing the decision is different. The role of age and sex is fundamentally
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unchanged but the explanatory power of vocational training becomes more
important in the decision. As compared to formulating the possibility of
migration, among the actual occupations there are the professions in in-
dustry/ the construction industry, machine operation and services which
have an important role in the decisions, and similarly unskilled status has
a substantial explanatory effect.

So in the conceptions referring to migration we may well identify, on
the one hand, the expectations concerning the anticipated return of the
education or, on the other hand, the driving effect of limited sectors which
offer potential jobs for foreigners. The potential migrants have experience
and knowledge concerning it. Earlier experience of jobs abroad has been
gained by more than one quarter of skilled workers who formulate migra-
tion plans, one fifth of those who attended secondary school and are skilled,
close to one third of those who have graduated from university, but only 7
per cent of those with secondary school graduation and barely 10 per cent
of those who have primary education (in the case of more serious concep-
tions every ratio is higher by 3—5 per cent).

In our study we examined the factors determining the migration concepts;
because of lack of data our analysis cannot say anything about the moti-
vating factors of real migration decisions and the anticipated (expected)
return of education in the migration decisions.
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6. ANNEX
A.1Tables

Table A1.1: Detailed OLS results. Dependent variable: logarithmic earnings.

Education entered years completed

1989 1992 1995 1999 2002
Female -0.21423  -0.137898 -0.114109 -0.118123 -0.101109
Experience 0.02729  0.024385 0.020623  0.020405  0.014123
Experience? -0.00039 -0.000326 -0.000241 -0.000268 -0.000171
Education 0.06504  0.080326  0.086729  0.108630  0.113805
2-digit industry dummies Yes Yes Yes Yes Yes
Region dummies Yes Yes Yes Yes Yes
City-town-village dummies Yes Yes Yes Yes Yes
Constant 822843  7.614628 7.642688 9.130891  9.913645
Observations 145198 131745 153112 164706 137713
R? 0.43 0.44 0.41 0.42 0.42

All variables are significant at 0.01.

Standard error estimates are robust to heteroskedasticity and firm-level clustering.
Own regression estimates based on NLC Wage Surveys, employees between 16 and 65

years of age.

Left-hand side variable: log of deflated after-tax earnings. Right-hand side variables: fe-
male dummy; potential labour market experience (difference of age and modal age at
highest completed education) and its square; education (computed years completed:
8 if 8 grades or less; 11 if vocational school, 12 if secondary school with a baccalaure-
ate, 16 if college or more). All regressions contain 2-digit industry dummies, 7 region
dummies, and 4 city-size dummies (Budapest, other city, small town, and village).

Table A.1.2: Detailed OLS results. Dependent variable: logarithmic earnings.
Education entered in three categories (reference: 8 grades or less)

1989 1992 1995 1999 2002
Female -0.221833  -0.15396  -0.13249  -0.14249  -0.12743
Experience 0.027930  0.02491 0.02059 0.02162 0.01687
Experience? -0.000427 -0.00036  -0.00026  -0.00031  -0.00025
Vocational sch. 0.117344  0.12931 0.10610 0.12195 0.09701
Secondary sch. 0.237784  0.30011 0.29741 0.35363 0.31321
College 0.571678  0.66290 0.69716  0.87188 0.91789
2-digit industry dummies Yes Yes Yes Yes Yes
Region dummies Yes Yes Yes Yes Yes
City-town-village dummies Yes Yes Yes Yes Yes
Constant 8.770922  8.30731 8.40765  10.10147  10.95878
Observations 145198 131745 153112 164706 137713
R 0.44 0.45 0.43 0.45 0.44

All variables are significant at 0.01.

Standard error estimates are robust to heteroskedasticity and firm-level clustering.
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Own regression estimates based on NLC Wage Surveys, employees between 16 and 65
years of age.

Left-hand side variable: log of deflated after-tax earnings. Right-hand side variables:
female dummy; potential labor market experience (difference of age and modal
age at highest completed education) and its square; categories of highest completed
education level (reference: 8 grades of primary school or less). All regressions contain
2-digit industry dummies, 7 region dummies, and 4 city-size dummies (Budapest,
other city, small town, and village).

Decomposition

Table A1.3: Employment rate and educational attainment of men aged 25-64
in Hungary and in the EU (15), 2001

Emplyment rate Ratio in population
Educational attainment Average of EU Hunea Average of EU Hunera
(15) countries ungary (15) coutries ungrary
Less than upper secondary education 0.71 0.57 0.38 0.63
Upper secondary education” 0.82 0.75 0.39 0.22
At least college 0.88 0.84 0.23 0.15
Total (unweighted) 0.79 0.65 1.000 1.000

Unweighted difference: 0.14.
* For Hungary Classification2 is used: upper secondary education includes gymnasiums
and vocational secondary schools.
Sources: Employment rate of EU countries: OECD Employment Outlook 2003. Statis-
tical Annex Table D., Educational attainment of the population: OECD Education
at a Glance. OECD 2003.

Hungarian data are estimations based on data of 2001 Census.

Let denote employment rate by F, employment rate of those whose educa-
tional attainment is 7 by f, and ratio of population whose highest educa-
tional attainment is 7 by s*. Let use £U és M indexes for the average of the
EU countries and Hungary respectively. We can decompose the difference
in two ways:

Fry—Fy = 2 ey —54) + Ziseo Fev—Fir)

= XSty (e —si) + Zisw Feu—Fir) -
In the first case — see the first line of the equation — using the Hungarian
employment rates of educational categories and the EU ditribution of the
population by educational categories for weighting. In the second case —
see the second line of equation — using the EU employment rates of edu-

cational categories and the Hungarian distribution of the population by
educational categories for weighting.
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A.2

The earnings function we have used:
W = 0+ 0L R+ 0L, 0+ 0 U+ O E+ O B2+ Ol Rx E+ 0, Ox E+ 0 Ux E+ 0, SEX

where Wis the natural logarithm of the monthly (before tax) wage, £ stands
for (potential) labour market experience, inserting variable SEX (male = 1,
female = 0) is intended to control for potential disadvantage of women.

Interaction terms RxE, OxE, UxE are inserted to see whether the im-
pact of under- or over-education on wage is independent of labour market
experience or not. From our point of view the following partial derivatives
are relevant:

_3%: 0(1 + (X6E,
ggl: o, + 0,E,
glg][:ag + 0 E,

We will focus on oy,0,, 0.

The wage regressions were run on nine annual samples of Employment
Ofhce’s wage survey for the period 1994 to 2002. They were estimated by
ols with robust standard errors that might produce biased coefficients due
to endogeneity, simultaneity or selectivity bias. Detailed estimation results
are found in Galasi (2004b).
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CHANGES IN THE LEGAL AND INSTITUTIONAL ENVIRONMENT

INTRODUCTION

The main objectives of the employment policy of the Hungarian Govern-
ment are raising the employment rate and addressing inactivity. To attain
these goals concerted and coordinated government actions are needed that
tackle both social and economic objectives: fighting unemployment, inse-
curity and social exclusion, strengthening human dignity and promoting
a better use of available human capital and thus increasing performance.
Improving the employment situation assumes increasing labour demand
and a growing supply, and that expanding businesses find employees with
the knowledge and skills they need. To this end, employees and job-seekers
should have the opportunity to acquire the knowledge and skills that they
need on the labour market (Ministry of Employment and Labour 2004a).

In the light of the above, the Ministry of Employment and Labour
(MoEL) set its own objectives as follows:

— Promoting the creation of new jobs and employment opportunities,
enhancing foreign direct investment, a gradual reduction of labour costs,
strengthening the employment capacity of small and medium-sized en-
terprises, creating a stable financial and legal environment to enhance the
security of smaller employers.

— Reducing the costs of employing disadvantaged people and low-wage
earners by cutting employers’ contributions: new forms of employment
subsidies to non-standard forms of employment (i.e. part-time work, tele-
work, etc.) are introduced to promote the employment of people at a dis-
advantage on the labour market, with special attention to those combin-
ing family and working life.

— Promoting adaptability to changes on the labour market so that both
workers and firms can respond in a flexible manner to economic chal-
lenges (this involves the subsidies, services and programmes of the Public
Employment Service, a comprehensive review and amendment of the legal
framework, most importantly the Labour Code and the Act on Promoting
Employment and Support for the Unemployed).

— Promoting human resources development to ensure quality labour sup-
ply for the knowledge-based economy, an on-going adaptation to economic,
social and technological changes. This includes the continuous development
of human capital, lifelong learning, and the improvement of the labour
market information system, as well as planning and forecasting.
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— Improving availability and access to training, services and employment
subsidy schemes for people excluded or at a risk of exclusion from the la-
bour market, improving the efficiency of labour market measures.

1. SUPPORT FOR JOB CREATION AND JOB MAINTENANCE

As of 2004 new tax incentives have been available for business development
and investment, which also contribute to raising the employment level. Eli-
gibility criteria for the tax relief for business development and investments
were reduced from 10 billion HUF to 3 billion (in disadvantaged regions
from 3 to 1 billion). The same tax relief applies for job creation regardless
of the amount of investment if at least 300 new jobs are created (150 jobs
in disadvantaged regions) and at least 20 per cent of the new employees
are career starters.

The Ministry of Employment and Labour also takes part in directly
generating employment. In February 2004, with funding from the cen-
tral budget of the Employment Sub-fund of the Labour Market Fund, the
Ministry published a call for proposals to support job creation investments.
The non-refundable subsidy supported investment in infrastructure, pur-
chase of machinery, equipment, technology, and the acquisition of real es-
tate. The amount of the investment subsidy for a new job was 0.8 million
HUF, 1 million HUF if the vacancy was filled by an unemployed person,
and 1.2 million HUF in disadvantaged regions if an unemployed person
was hired for the job. The basic amount of subsidy was 80 million HUF,
for investments in disadvantaged regions or regions undergoing economic
restructuring, the maximum amount was 160 million HUF. In the case
where more than 300 jobs were created these amounts were increased by
10 million HUF.

According to article 18, section (4) ¢ of 6/1996 (VII. 16.) Ministry of La-
bour decree on job creation subsidies, one of the eligibility conditions for
the subsidy is that the beneficiary accepts the proviso to maintain the jobs
created with the subsidy together with the jobs registered the month prior
to the application on a continious basis, for a minimum of 3 years.

The 31/2004 (XII. 21) MoEL decree restricted the eligibility for the job
creation subsidy: those employers who have been found guilty of breach-
ing the provisions of the regulation on labour inspection regarding the es-
tablishment, termination and cancellation of employment contracts and
have been subject to a penalty of more than 100,000 HUF are excluded
from the subsidy.

The decree also modified the obligations related to job maintenance. Rules
already require that recipients of the support maintain the subsidized jobs
for the duration of the subsidy and the following period of equal dura-
tion. This amendment introduces further restrictions by prescribing that
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not only the subsidized jobs should be maintained during this period but
all jobs, in the case of firms with more than one division, jobs in all divi-
sions in the given county. This prevents the situation where employers lay
off workers in other jobs or divisions for operational reasons during the
disbursement of the subsidy.

2. PROMOTING THE SPREAD OF NON-STANDARD FORMS
OF EMPLOYMENT

In the old Member States of the European Union nearly half of the employ-
ees work in non-standard forms of employment, including self-employment,
part-time and fixed-term employment. This figure was approximately 40 per
cent ten years ago. In Hungary, similarly to the other new Member States,
these forms of employment are less widespread (around 25 per cent). The
gap is widest in part-time employment that is explained on the supply side
by the low earnings, and on the demand side by the relatively higher labour
costs in comparison to full-time employment. For the time being fixed-term
contracts that provide an opportunity to avoid severance payments are less
prevalent, however this gap is closing rapidly. In most new Member States
the share of agriculture in employment is significant which results in a rel-
atively high proportion of private entrepreneurs. It is a generally observed
trend that the share of private entrepreneurs (micro enterprises, self-em-
ployed) among those in employment is higher in less developed economies,
and with the growth of GDP/capita it begins to decline in correlation with
an increase in wage- and salary earners. There is a contrary process however:
the replacement of employment contracts by lower-cost service contracts
with self-employed (often hiding “real” employment) in certain professions
and sectors; also a widespread practice in Hungary.

2.1 Tele-work

The most recent form of non-standard employment is tele-work. The char-
acteristics of tele-work are that work is carried on outside of the firm’s
premises, using information technology and equipment (computers) and
the employer and employee are in contact using IT. In 2002 in the EU15
10 million people, 13 per cent of those in employment worked in tele-work:
half of these as employees and the other half as self-employed. Certainly
the fact that on average 40 per cent of the EUI5 population use the In-
ternet plays a role in this. In Hungary however, according to the Labour
Market Survey carried out by the Central Statistical Office (CSO) 24.5
thousand people or 0.6 per cent of those in employment did tele-work on
a regular basis, and another 41.5 thousand or 1.1 per cent of those in em-
ployment occasionally.
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1 Act XXVIII of 2004 on the
Amendment of Employment-re-
lated Legislation (Labour Code,
Act on the Personal Income Tax,
Act on Labour Inspection, Em-
ployment Act), in force as of 1
May, 2004.

This form of employment is still at an initial phase in Hungary, which
is also indicated by the fact that Parliament adopted the legislation of tele-
work on 26 April, 2004. This added among others a new chapter on tele-
work to the Labour Code." According to the new legislation a tele-worker
can be defined as an employee who carries out activities that fall within
the scope of the enterprise, outside the premises of the employer, using ICT
tools for both producing and sending the output. The Act stipulates the is-
sues to be covered in the employment contract for tele-work.

Moreover, the amendment of the act on personal income tax defines the
deductible expenses for tele-work with a view to promoting its spread, ad-
ditionally special provisions on tele-work are added to work safety regu-
lations.

In the information society, an increasing share of jobs is based on infor-
mation and communication technologies, which favours the spread of tele-
work. Why is tele-work beneficial for employers? It is fast and economical
to operate; allows cost-cutting (overhead costs); ensures better organisa-
tion, an optimal use of resources, and a wider pool of expertise; has the
potential to improve competitiveness and quality of service by allowing a
24-hour (virtual) stand-by.

The Chamber of Commerce and Industry of Veszprém County convert-
ed four regular positions into tele-work jobs with a Government grant de-
signed to promote tele-work in 2002. The programme led to the conclusion
that if a job is carried out by tele-work it means a reduction of the annual
operating cost by 553 thousand HUF/employee. To install a new standard
job with the latest IT equipment costs approximately 580 thousand HUF,
while a new tele-work job costs 850 thousand HUF. The extra costs for the
latter include the cost of individual internet connection and internet-based
phone calls, the installation of a virtual private network and higher print-
ing costs in the absence of network printing options. However, transform-
ing an existing job into a tele-work job costs only 270 thousand HUF, an
investment that provides a return in 6 months (Kiss 2004a).

Based on the positive experiences, the Ministry of Employment and La-
bour launched a grant programme for complementary wage subsidies for
firms creating new tele-work jobs and for public administrative bodies
transforming regular jobs into tele-work jobs as part of the administrative
reform process. The pilot programme targeted the creation of 1,400 tele-
work jobs with a total available funding of 300 million HUF provided by
the 2004 central budget of the Labour Market Fund.

What are the advantages of tele-work for employees? The individualised
working conditions; flexibility and independence; the possibility to bal-
ance private life and work; and a better access to employment for people
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with disabilities. Probably this explains that the demand for tele-work jobs
is roughly five times higher than the supply.

2.2 Seasonal Employment

In Hungary each year a considerable number of migrant workers — main-
ly ethnic Hungarians from the Trans-Carpathian region of Ukraine and
Transylvania region of Romania — find seasonal employment in labour-
intensive agricultural activities. Last summer opposition members of the
Hungarian Parliament put forward to the Government a legislative pro-
posal on promoting the seasonal employment of migrant workers in order
to alleviate seasonal labour shortages.

Behind this proposal was an existing demand by farmers and agricul-
tural enterprises for seasonal labour. Even though they regularly reported
the vacancies to the Public Employment Service, they had difficulties find-
ing workers because unemployed people were reluctant to take the jobs
they offered. At the same time contracting a migrant worker was rather
lengthy because of work permit and visa applications. Often by the time
all documents were obtained the season was over and the workers were no
longer needed.

The Government however did not accept the opposition’s legislative pro-
posal, but came up with an own solution. The Minister for Employment
and Labour as of May 1, 2004, the date of Hungary’s accession to the EU
eased the conditions for the seasonal employment of migrant workers in
the agricultural sector.? The deadline for issuing a work permit is reduced
to 15 days, and the vacancy has to be reported 15 days prior to the appli-
cation for the permit. The permit can be issued upon an assessment of the
labour market situation (needs-test). The visa and work permit are issued
for a certain period within which the seasonal migrant worker is allowed
to take up employment more than once, for limited periods. With the sea-
sonal work permit for agriculture migrant workers can work altogether up
to 150 days per year, and with the seasonal residence visa they are entitled
to multiple entries. The permit indicates the employer, the job and the du-
ration of employment. Seasonal work permits for the agricultural sector
are registered by the Employment Office. Seasonal work can also be car-
ried out as temporary agency work.

2.3 Temporary Agency Work

Until this year temping could be carried out only by profit-oriented firms.
While at the same time experience in developed market economies has
proved that temporary agency work can be effectively used as an active la-
bour market measure to facilitate the integration of the long-term unem-
ployed into the world of work (Storrie 2002:59).
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5 Act XCIV of 2003 on the
Amendment of Acts Related to
the Establishment of the Central
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November 11,2003, entered into
force as of May 1, 2004.

The first steps have been taken towards the implementation of this ap-
proach in Hungary as well. First, in April 2004 the Labour Code, the Act
on Public Interest Organisations and the Act on Promotion of Employ-
ment and Support of the Unemployed (Employment Act) were amended
to allow non-profit, public interest organisations to offer temporary agen-
cy work for disadvantaged people.® The act in question added a new sub-
heading to the Employment Act (16/B §) laying down the legal basis for
supporting the employment of unemployed people in the framework of
temporary agency work.

The detailed provisions were laid down in article 16—17 of the amended
6/1996 (VII. 16.) MoEL decree, which entered into force at the beginning
of 2005.* This stipulates that public interest organisations are entitled to
support if, according to their founding document, they provide training
and employment services for disadvantaged people, and hire unemployed
people for temporary agency work. A further condition is that at least 50
unemployed persons (school leavers or unemployed persons registered by
the PES for at least three months or older than 50) are hired for a minimum
period of 200 days. In the case where the organisation cannot organise their
leasing during this period, it must provide training upon agreement with
the labour centre. The subsidy covers up to 50 per cent of the total wage
costs (including contributions) as specified in the fixed-term contract, but
cannot be higher than the 150 per cent of the minimum wage and statu-
tory social insurance contributions.

3. CENTRAL EMPLOYMENT REGISTER

To replace the so-called “labour certificate” (service log) abolished in the
early 1990s, the Ministry of Employment and Labour has long envisaged the
creation of a central employment register. The database became operational
as of May 1, 2004 with the simultaneous amendment of various acts.’

The Central Employment Register was established with a view to increas-
ing the legal security of employees, improving the transparency of the la-
bour market, strengthening labour inspection, and producing the data re-
quired by Community legislation.

The register is directed at recording the forms of employment that fall
within the scope of the Labour Code together with the related employer
and employee data. To ensure the adequate operation of the register, the
establishment or termination of the employment relationship must be im-
mediately reported to the body administering the register, namely to the
Employment Register Centre of the Employment Office.

The Government adopted the decree on the reporting obligations of em-
ployers on April 15, 2004. The register includes the following:
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— personal data of the employee (name, name at birth, sex, mother’s name,
place and date of birth), social security number, citizenship, and a per-
sonal password to access the data account;

— the tax number of the employer or, in the case of private entities, the
tax identification code, name, address, and a password to access the
data account;

— start date and end date of the employment contract.

The data in the register can be accessed by the following bodies and au-

thorities:

— the pension and health care fund bodies in order to inspect the compli-
ance of employers with the reporting obligations of the social security
legislation, and to decide about entitlements, payments and review;

— social administration bodies in order to decide eligibility for the allow-
ance of the long-term unemployed;

— the national tax authorities in order to inspect the declaration and pay-
ment of taxes and contributions, such as the pension, the health-care,
the social security, the employees’ and employers’ contributions;

— the National Labour and Work Safety Chief Inspectorate and its coun-
ty (and Budapest) inspectorates to check employers’ compliance with
the reporting obligations on establishment and termination of employ-
ment relations;

— the offices of the Public Employment Service to check eligibility for
unemployment benefits;

— the Immigration Authorities and the Immigration Authorities for the
verification of data required for certain tasks prescribed by the law.

Moreover, the data can be used for statistical purposes and both em-
ployers and employees can access their own data account with the per-
sonal passwords, or can request information. The regulations on the gen-
eration and distribution of passwords are laid down in 18/2004. (IV. 25.)
MOoEL decree.®

In principle, both the employers” and the employees’ side of the Nation-
al Interest Reconciliation Council supported the idea of creating a central
employment register. “However, Ferenc Rolek the vice president of the Na-
tional Association of Employers and Industrials claimed that the register
only increases the administrative burden of businesses because they have to
continue separate reporting for social security. He considers it unnecessary
to create a new, parallel register, and argues that restricting the inspection
of existing reporting obligations towards social security would have been
sufficient (initially the Central Employment Register imports relevant data
from the 2002-2004 databases of the National Directorate for Pension
and the National Health Insurance Fund)” (Vitéz 2004).
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ment Regulation.

It is envisaged that the CER will be an effective tool to combat unde-
clared work (MoEL 2003).

To this end, when the Register was launched the Government offered
the possibility for the regularisation of undeclared workers.” The legisla-
tion provides that in the event that employers who employed undeclared
workers between January 1 and April 30, 2004 decide to regularize their
contracts (i.e. report them to social security and start paying contributions)
by July 31, 2004 they are exempt from the payment of fines. This period
was extended until mid-2005 by an almost unanimous (with one absten-
tion) decision of Parliament on the amendment of the Act on taxes and
contributions on June 14, 2004.% It was claimed that the period originally
given for regularisation was too short and did not leave enough time for
employers to prepare for increased costs. Therefore the new deadline was
expected to encourage more employers to “legalize” their employees. In the
situation where they declared their workers — except those whose employ-
ment terminates by June 2005 — to the relevant authorities and start paying
the required taxes and contributions, they are exempt from fines for illegal
employment and the retrospective payment of taxes and contributions.

4. MEASURES TO IMPROVE THE LABOUR MARKET SITUATION
OF DISADVANTAGED GROUPS

In the short run, employment can be boosted by the labour market inte-
gration of those groups of working age that are not present on the labour
market. One of these groups are persons on parental leave. Even though
child care allowance and child care support recipients are allowed to take
up part-time employment up to an average of 4 hours/day on a yearly ba-
sis, most of them do not use this possibility. A main reason is the lack of
part-time positions since this type of contract is relatively more costly for
the employer than full-time workers. This is primarily the result of the flat-
rate health care contribution which does not take into account working
hours. Nevertheless this obstacle was dismantled as of January 1, 2004
when employers were exempted from the payment of the monthly amount
of 3,450 HUF of the flat-rate health contribution in the situation where
they hire child care allowance or child raising support recipients for part-
time work. The same incentive applies for the hiring of the long-term un-
employed over the age of 50.

In 2004, another new legislation entered into force as well, which pro-
vides significant incentives —also retrospectively — for active ageing, namely
prolonging employment after reaching the statutory retirement age."’ Those
remaining in employment were previously entitled to a bonus however it
was considerably less generous: they had to spend at least a full year in em-
ployment after reaching the retirement age of 62 to become entitled to a 0.3
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per cent monthly pension rise. As a result of the new rules the monthly rise
increased to 0.5 per cent. Thus, as of January 1 2004, those who continue
working after reaching the retirement age are entitled to a pension rise of
0.5 per cent following each period of 30 days spent in employment.
As of January 1 2004 the tax relief for firms with less than 20 workers and
employing people with disabilities has increased considerably: the amount
which can be deducted from the tax base doubled compared to the previ-
ous year and currently is equal to the amount of the minimum wage."
The same amendment also modified the regulations on the value-added
tax (VAT) refunds of purchases from state subsidies or normative support.
This adversely affected around 100 special firms — where at least 60 per cent
of the employees are disabled — that are entitled to state subsidies based on
their revenues. According to the new VAT regulations, only 50 per cent of
the previous VAT refund can be claimed.
The sheltered organisations, in cooperation with relevant trade unions,
announced the establishment of a strike committee with the purpose of
calling attention to the problem and to initiate negotiations with the rep-
resentatives of the Government.
The Government was willing to tackle the problem, but the amount nec-
essary for the compensation of the social firms, approximately 3—4 billion
HUF, could not be made available before the end of the first quarter. Based
on these resources, a new regulation was accepted that provides the pos-
sibility for the financial compensation of losses arising from the new VAT
rules for firms with altogether nearly 40 thousand employees with disabili-
ties by the end of 2004."
Based on Article 19 of the Employment Act, the Rehabilitation Sub-fund
of the Labour Market Fund provides subsidies for investments related to
the employment of people with disabilities, or the expansion of existing
facilities, or other developments. Funding is awarded through open com-
petition. Funding can be obtained for the following purposes:
— the creation, upgrading or maintenance of workplaces for vocational
rehabilitation in a regular work setting, or
— the creation, upgrading or maintenance of sheltered workplaces in spe-
cial firms, or
— the purchase and upgrading of equipment facilitating the employment | |, ¢ ., .\ - (1) ) of Act
of people with disabilities. CXVIL of 1995. on Personal
These subsidies enjoy considerable popularity: last year 542 firms applied izf(’l";/;g& AV, 16) joine
for funding, out of which labour centres approved 349 applications, which | MoEL-Ministry of Healdh, So-
created altogether 2461 new jobs (MoEL 2004:6). gf;l j;glizlrilely&fcf?;sol\fl?ﬁz
Although the general objectives of the subsidy are still valid for the future, | Amendmentof8/1983. (V1. 29.)
certain modifications are necessary to define more clearly the aims and the | Joint Ministry of Health-Minis-

... . R . try of Finance Decree. In force
activities for which the support can be used. The following requirement | since April 1, 2004.
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seems crucial: that it directly helps the employment of persons with a dis-
ability, takes into account individual needs, complies with regulations on
the accessibility of the built environment, takes into account up-to-date
workplace safety regulations and that it has a significant impact on pro-
duction, services or working procedures.

These criteria appear in Article 8 of the MoEL decree which entered into
force at the beginning of 2005." It replaces the previous system of funding
for the maintenance of workplaces with a dual subsidy scheme:

— Limited (so-called de minimis) subsidies can be provided for firms on
the open jobs market that employ people with disabilities in mainstream
settings. This subsidy is easy to access with a low own contribution. The
upper limit of funding does not concern non-profit employers.'

— Employers creating or upgrading sheltered workplaces can receive high
intensity employment creation subsidies on the basis of Article 6 of the
2204/2002/EC regulation. Facilities and investments should nevertheless
be maintained on a permanent basis and operated according to the origi-
nal objectives for at least 5 years.

The Government adopted a programme for the social integration of the
Roma population in the spring of 2004 which also stipulates objectives for
the Ministry of Employment and Labour.” These include among others
the launch of labour market insertion programmes that combine training
and work practice for the young unemployed, the positive discrimination
of Roma applicants in labour centres when hiring new staff, and the im-
provement of the public work programmes to help participants to enter
and remain on the open labour market.

For public work programmes a total funding of 4 billion HUF was avail-
able in 2004 which covered the employment costs of 12—13 thousand per-
sons along the following objectives:

— improvement of the employment situation and living conditions of the
long-term unemployed and disadvantaged people, particularly the
Roma population — a national programme with a budget of 1.306 bil-
lion HUF;

— public work programmes in the seven disadvantaged regions with a total
budget of 1.08 billion HUF (Négrdd and Bdcs-Kiskun counties took
part in the national programme, while Borsod-Abatj-Zemplén, Szabol-
cs-Szatmdr-Bereg, Békés, Jdsz-Nagykun-Szolnok and Somogy counties
designed joint programmes with the participation of the county ter-
ritorial development councils and the MoEL. Development councils
supplemented the funding with their own resources.);

— public work programme within the framework of Vésdrhelyi-Plan with
a budget of 0.5 billion HUF;'
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— public work to support the motorway construction programme with a
budget of 0.25 billion HUF (which was supplemented by the National
Motorway Holding with an additional 0.3 billion HUF).

Furthermore, in May 2004 a forestry public work programme was
launched that carries out the maintenance of hiking trails, pruning, waste
collection and general forestry works in the 19 state-owned forestry compa-
nies supervised by the National Privatisation and State Holding Company.
The programme gave priority to those forestry companies that are located
in the Eastern part of the country. It provided temporary employment for
nearly 1500 long-term unemployed persons from mid-June until Novem-
ber. The forestry companies applying for funding were obliged to organize
preparatory training for the participants and maintain some of the jobs for
at least 3 months after the end of the programme. Workers were recruited
mainly among Roma people between the ages of 25 and 45 who were reg-
istered as unemployed for at least 6 months and lived in under-privileged
settlements. The forestry public work programme received a total of 0.75
billion HUF public funding out of which 0.56 billion was provided jointly
by the Ministry of Employment and Labour and the Ministry of Agricul-
ture and Rural Development, and 0.2 billion HUF by the National Priva-
tisation and State Holding Company. Public funding was supplemented
by the resources of the forestry companies. (Muhari 2004).

5. VOCATIONAL TRAINING AND ADULT TRAINING

Lifelong learning (LLL) is one of the priority areas of the European Un-
ion with a dual objective: on the one hand promoting education for active
citizenship and, on the other, improving employability. The link between
competitiveness and high quality human capital as a precondition of strong
economic performance is universally acknowledged. The following data
give a good illustration of the Hungarian labour market:

— Each year approximately 140 thousand young people leave the educa-
tion system and enter the labour market. The number and share of those
in secondary and tertiary education has increased significantly. Compared
to the 56 per cent of a decade ago, currently 77 percent of pupils in the ad-
equate age groups study in secondary schools that allow them to continue
their studies at the tertiary level.

— There is a considerable and unmet demand for skilled labour, whilst the
share of those in vocational training has dropped from 44 to 23 per cent.
The drop-out rate is highest among vocational school pupils, and even those
who finish school successfully often lack adequate professional skills and
knowledge. The drop in student numbers was not followed by a decline in
the number of institutions, vocational training is fragmented, difficult to
manage and does not respond to the needs of the labour market.
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— At the same time the number of full time tertiary students has increased
by more than 150 per cent since 1990. Currently 22 per cent of the cohort
between 1822 is enrolled in tertiary education, nevertheless the age of stu-
dents increasingly goes beyond 30. The programme offerings of the higher
education institutions do not respond to the demand of the economy and
the labour market, and there are considerably more students in academic
than in practice-oriented programmes.

— The role of evening, part-time and distance education has gradually
decreased in primary education, and has changed in secondary education
as they are more widely used for second qualifications. They are however
very popular in higher education.

— One third of qualifications prepares the individual for blue-collar jobs,
two thirds for white-collar jobs, while the jobs market demand is exactly
the opposite.

5.1 Changes in the Financing of Adult Training

In response to the above issues the Government introduced the normative
funding of adult training with the amendment of Act CI. 0f 2001 on Adult
training (Adult Training Act) as of January 1, 2004." According to the
provisions of the Act, the normative state subsidy — the amount of which is
defined in the act on the annual state budget — is provided to adult train-
ing institutions for the following activities:

a) the training of adults acquiring their first qualification, but only if it

is listed in the National Qualifications Register;

b) the general, vocational and language training of adults with disabili-

ties.

Only those adult training institutions are entitled to the normative state
subsidy that have accreditation and a valid funding agreement with the
Ministry of Employment and Labour.' In the situation where the target
groups are disabled adults, not only the institution but also the training
programme should be accredited in order to qualify for the normative
funding.”

The amendment of the Adult Training Act introduced some further
changes as of January 1, 2004:

— defined the composition of the National Adult Training Council and

the Adult Training Accreditation Committee;

— transferred the task of the registration of adult training institutions from
the National Public Education Evaluation and Examination Centre of
the Ministry of Education, to the Public Employment Service;*°

— included lifelong learning and human resources development activities
both at regional and national levels among the competences of the re-
gional training centres with a view to promoting equal opportunities.
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Regional training centres are public bodies financed from the central
budget and under the direction of the Minister for Employment and
Labour.

As a result regional training centres:

— take part in the implementation of training programmes to promote
employment and support the creation of new jobs;

— participate in international adult training programmes and in the prep-
aration and implementation of human resources development pro-
grammes supported from European funds;

— organise and design training courses to improve the employability of
adults at a disadvantage;

— create networks of distance learning to facilitate access to non-formal
education.”

5.2 The Employment-focused Strategy of Adult Training

The Government adopted the Employment-focused Strategy of Adult
Training on June 10, 2004. The main objective of the strategy is to sup-
port workers who seek to renew their knowledge and skills so as to keep
their jobs or acquire new qualifications that are demanded on the jobs
market. In trades characterised by labour shortage, adults can obtain their
first qualifications free of charge. People above 50 can additionally obtain a
second qualification free of charge. The Government set the target of hav-
ing 1 million adults/year involved in some form of adult training by 2006.
Hungary is considerably lagging behind in language and IT skills, and in
the management and problem-solving competences of the labour force.
These problems however should be tackled in order to remain competitive
in the enlarged European Union. It is not acceptable that merely 14 per
cent of the adult population can speak English and 13 per cent German.
There are approximately 2 million personal computers in the country, and
even though the number of those with access to the Internet increased by
50 per cent in the past two years, it is still not sufficient because in a few
years most of the workplaces will be digitalized.

5.3 Changes in the Financing of Vocational Training

Act LXXXVI. of 2003 on Vocational Training Contribution and the De-
velopment of Education entered into force on January 1, 2004.

The Act has increased the monthly stipend for apprentices in firms from
30 per cent of the minimum wage to 50 per cent. The objective is to cre-
ate incentives for vocational school pupils to do their apprenticeship in a
real industrial environment, because currently the majority spend their ap-
prenticeship period in school workshops where they encounter simulated
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framework of education, by the
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22 Adopted by Parliament on
November 10, 2003.
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23 Act XCI. of 2003 on the
Amendment of Legislation on
Taxes, Contributions and Other

Payments into the State Budget.
Adopted by Parliament on No-

vember 10, 2003.

circumstances. The amendment of tax provisions also serves this purpose
by increasing the tax relief for enterprises taking on apprentices: their tax
base can be reduced by 20 per cent of the statutory minimum wage as of
January 2004 for each apprentice. This is a considerable increase in com-
parison to the 6000 HUF allowed in previous years.??

There are also incentives for vocational schools to allow their pupils to
undertake, at least partly, their apprenticeship at enterprises following the
completion of general introductory courses. Therefore as of September 2004,
vocational schools are entitled to 140 per cent of the previous normative
state subsidy for each pupil in the first year, and 60 per cent in the second
year of apprenticeship, paid from the state budget. In addition, schools are
entitled to 20 per cent of the normative subsidy even when pupils do their
apprenticeship at enterprises and not at school workshops.

6. DEVELOPMENT OPPORTUNITIES AND INSTITUTIONAL CHANGES
FOLLOWING ACCESSION TO THE EUROPEAN UNION

After accession to the European Union on May 1, 2004, Hungary be-
came eligible to Structural Funds assistance as well. Funding can be used
for the objectives set out in the National Development Plan, the strategic
document for the period of 2004-2006. The Ministry of Employment and
Labour coordinates the implementation of the Human Resources Devel-
opment Operational Programme (HRDOP), one of the five operational
programmes. The Programme was drawn up by the MoEL in cooperation
with the Ministry of Education, Ministry of Health, Social and Family
Affairs, the Ministry of Children, Youth and Sports Affairs, and the Min-
istry of Informatics and Telecommunications.

The HRDOP, which has the largest share of funding among the opera-
tional programmes, supports the development of employment, education,
training, social services and the health care system. The HRDOP has a to-
tal budget of 191 billion HUF, which equals to 750 million Euros (MoEL
2004a).

6.1 The Human Resources Development Operational Programme

The strategic objectives of the Human Resources Development Operational
Programme are threefold: raising the level of employment, improving the
competitiveness of the labour force and the promotion of social inclusion.
These include the following priorities:

1) Active labour market policies

Objectives: to help the unemployed to return to the labour market, to pre-
vent long-term unemployment, and to promote the labour market integra-
tion of young people and women.
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Available budget: 41 billion HUF.

Intervention fields:

— supporting active labour market policies;

— modernisation of the Public Employment Service;

— promotion of the labour market participation of women and the recon-
ciliation of work and family life.

2) Fight against social exclusion by promoting access to the labour market
Objectives: improving the employment opportunities and labour mar-
ket situation, and promoting the social inclusion of disadvantaged people
(Roma people, the long-term unemployed, people with disabilities, early
school leavers, people with low levels of education, addicts and those liv-
ing in the most disadvantaged areas.
Available budget: 22 billion HUF.
Intervention fields:
— ensuring equal opportunities for disadvantaged pupils in education;
— promoting social inclusion through the training of professional work-
ing in the social field;
— improving the employability of disadvantaged people, including the
Roma.

3) Promoting Lifelong Learning and Adaprability
Objectives: supporting different forms and level of education and training,
including pre-school, elementary, secondary and adult training as well.
Available budget: 58 billion HUF.
Intervention fields:
— promoting the development of skills and competences necessary for
lifelong learning;
— developing the content, methodology and structure of vocational training;
— developing the structure and content of higher education;
— training promoting job-creation and the development of entrepreneur-
ial skills;
— developing the system of adult training.

4) Developing the infrastructure of education, social services and health
care
Objectives: to promote the development of the infrastructure of education,
social services and health care.

Available budget: 60 billion HUF.

Intervention fields:

— developing the infrastructure of education and training;

— developing the infrastructure of services supporting social inclusion;

— development of health care infrastructure in disadvantaged regions;

— IT development of health care in disadvantaged regions.
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247 1/2004. (1. 5.) Government
Decree on the Institutions Re-
sponsible for the Utilisation
and Implementation of Struc-
tural and Cohesion Funds As-
sistance.

25 The main decision-making
body of the Operational Pro-
gramme is the Monitoring Com-
mitee that is comprised of gov-
ernment and non-governmental
representatives. The Monitoring
Committee supervises the effec-
tive and efficient implementation
of the Programme.

The Operational Programme complements national funding and pro-
grammes. It is implemented predominantly through open grant programmes
and so-called central programmes carried by centrally appointed public bod-
ies. The first calls for proposals were published during February-March in
2004 and following this are published each year once or twice until 2006.
The central programmes were launched in the first half of 2004.

The institutions responsible for the utilisation and management of the
European Union Structural Funds and the Cohesion Fund assistance and
their tasks are laid down by 1/2004. (I. 5.) Government decree.?*

The HRDOP is implemented by the HRDOP Managing Authority (MA)
set up within the Ministry of Employment and Labour. The MA is respon-
sible for the adequate implementation of the OP in accordance with the
regulatory framework, and the efhicient and concentrated use of financial
resources based on sectoral and inter-sectoral partnership. To ensure ef-
fective implementation and transparency, the MA cooperates with stake-
holders, social partners and representatives of the target groups. It ensures
compliance with Community policies and horizontal principles both by
the bodies involved in the implementation and the recipients of Structur-
al Funds assistance. Furthermore, in close cooperation with its partners,
it strives to ensure coherence between Community and national policies.
The MA designs and introduces one- and multilevel grant schemes, organ-
izes training, provides consultancy and technical assistance for project
generation and implementation, and enhances sectoral absorption capac-
ity through the thorough implementation of its communication strategy.
It is responsible for the overall financial management and implementation
of the three-year programme, and also for any modifications of the budg-
et based on the decision of the Monitoring Committee and in accordance
with relevant regulations® (MoEL 2004d).

The Managing Authority delegates certain tasks to the so-called inter-
mediary bodies. The intermediary bodies involved in the implementation
of the Programme are the European Social Fund Department of the Na-
tional Employment Office, the European Social Fund National Implement-
ing Agency Public Company (ESF NIA), the Ministry of Education Fund
Management Directorate, the Ministry of Health, Family and Social Af-
fairs Structural Funds Programme Office and the Hungarian State Treas-
ury. The 1/2004 (I. 5.) Government decree confers the right of appoint-
ment of intermediary bodies and the delegation of tasks into the scope of
joint decrees of relevant ministries.

6.2 EQUAL Community Initiative Programme

The EQUAL Community Initiative Programme offers the opportunity to
develop innovative labour market policy approaches and tools in the Mem-
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ber States of the European Union in line with the European Employment
Strategy. EQUAL aims to combat all forms of discrimination and inequali-
ties in connection with the labour market through developing and testing
innovative approaches and methods in trans-national cooperation.

Between 2004-2006 the Hungarian EQUAL Community Initiative Pro-

gramme supports innovative initiatives which foster the training, job ac-
cess and employment of disadvantaged people - those who are excluded
from the labour market or experience difficulties in accessing employment
due to discrimination related to gender, ethnic origin, disability or age, low
schooling, lack of qualifications or lack of job experience.

Priority themes:

1) Facilitating access or return to the labour market for people at a dis-
advantage (available budget: 3.7 billion HUF).

2) Promoting lifelong learning and inclusive work practices which en-
courage the recruitment and retention of those suffering discrimina-
tion and inequality in connection with the labour market (available
budget: 3.4 billion HUF).

3) Reducing gender gaps and supporting job desegregation (available
budget: 0.716 billion HUF).

4) Supporting the social and vocational integration of asylum-seekers
(available budget: 0.268 billion HUF).

The Hungarian EQUAL Programme is implemented by the Managing
Authority established within the Ministry of Employment and Labour (also
responsible for the HRDOP). The work of the Managing Authority and the
elaboration and implementation of development partnerships is assisted by
a national support structure, the EQUAL National Programme Office set
up within the National Employment Public Foundation.?

6.3 Alignment with EU regulations

Three of the employment subsidies set out in the 39/1998. (III. 4.) Gov-
ernment decree on the compensation of costs of commuting and support
to workforce recruitment qualify as state aid according to articles 87. and
88. of the EC Treaty. These are the following;:

— commuting costs,

— the recruitment of workers, and

— the transportation of workers.

Accordingly, the provisions of the 69/2001/EC (12. 01. 2001) Commission
regulation on the de minimis state aid should be applied for these subsidies.
The Government decree 256/2002. (XII. 13.) and its subsequent amend-
ment stipulated all three of them as de minimis state aid.?” Therefore re-
cipients of these subsidies should submit a written declaration on the total
amount of transfers received during the previous three years.
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26 See 9/2004. (IV. 7.) joint
MOoEL Decree on the Tasks of
the Employment Office in the
Implementation of the Human
Resources Development Op-
erational Programme between
2004-2006 and its Appointment
as Intermediary Body, and the
Appointment of the National
Employment Public Founda-
tion (OFA) as National Sup-
port Structure in the Hungarian
EQUAL Community Initiative.
In force since April 12 2004.
27 230/2004. (VII. 31.) Gov-
ernment Decree on Assistance
to Compensate Commuting
Costs and on the Amendment
of 39/1998. (III. 4.) Govern-
ment Decree on Assistance for
the Recruitment of Workers. In
force as of April 2004.
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Given the fact that state aid legislation concerns enterprises only, the
provisions of the 69/2001/EC regulation should not be applied in the case
where the recipients of employment subsidies are public bodies financed
from the state budget or non profit organisations (foundations, associations,
public companies, public foundations, public boards).

The amendment of the 30/2000 (IX. 15.) Ministry of Economy decree
took place in 2004*® with the aim of reviewing the statutory cost catego-
ries for the outsourcing of services by the Public Employment Service. This
was justified by the fact that these categories were already well below real
prices when they were adopted in 2000 and were further devalued by the

28 Article 2 of the 31/2004.
(XII. 21.) MoEL Decree on the
Amendment of Certain Min-
isterial Decrees in Relation to
Employment, entered into force

on May 1, 2005.
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Data Sources

FH BT NLC Wage Survey

FH REG NLC unemployment register

FH SREG NLC unemployment benefit register

FH PROG NLC Short-term Labour Market Forecast Survey
KSH Table compiled from regular publications

KSH IMS CSO institution-based labour statistics

KSH MEF CSO Labour Force Survey
KSH MEM CSO Labour Force Account

MC Microcensus

MNB Hungarian National Bank

NSZ Population Census

NYUFIG Pension Administration

OM STAT Ministry of Education, Educational Statistics
B Social security records
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BASIC ECONOMIC INDICATORS

Table 1.1: Main economic indicators 1."

Industrial Real Employ-
Year GDP production Exports Imports earnings mZnty
1989 100.7 95.0 100.3 101.1 99.7 98.2
1990 96.5 90.7 95.9 94.8 94.3 97.2
1991 88.1 81.6 95.1 105.5 93.0 92.6
1992 96.9 84.2 101.0 92.4 98.6 90.3
1993 99.4 103.9 86.9 120.9 96.1 93.8
1994 102.9 109.7 116.6 114.5 107.2 98.0
1995 101.5 104.6 108.4 96.1 87.8 98.1
1996 101.3 103.2 104.6 105.5 95.0 99.1
1997 104.6 1111 129.9° 126.4° 104.9 100.1
1998 104.9 112.5 122.1° 124.92 103.6 101.4
1999 104.2 110.4 115.9°? 114.3° 102.5 103.2
2000 105.2 118.1 121.7° 120.8° 101.5 101.0
2001 103.8 103.6 107.7° 104.0? 106.4 100.3
2002 103.5 102.8 105.9? 105.1° 113.6 100.1
2003 103.0° 106.4 109.1° 110.1° 109.2 101.3

" Previous year=100.

* Including free trade zones.

® Preliminary.

Source: Employment: 1989-1991: KSH MEM; 1992—: KSH MEE Other data: KSH.

= |ndustry production ——= GDP
=== Employment mmm Real earnings
= Export == |mport

-15
20

1990 1992 1994 1996 1998 2000 2002 1989 1991 1993 1995 1997 1999 2001 2003

Figure 1.1: Annual changes of main economic indicators 1.
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35

Table 1.2: Main economic indicators 2.

Balance General Gross
Y GOP Congumer Trade1 of current  government  foreign
ear deflator price balance'/ ) -

index’ index GDP account?/  deficit®/ debt/
GDP GDP GDP*

1989 118.8 117.0 2.8
1990 125.7 128.9 +2.6 +0.4 0.0 60.7
1991 125.4 135.0 -1.0 +0.8 21 62.7
1992 121.6 123.0 -0.3 +0.9 6.0 61.7
1993 121.3 122.5 -8.2 -9.0 4.2 66.6
1994 119.5 118.8 -6.5 -9.4 39 66.5
1995 125.5 128.2 -1.3 -5.5 6.6 715
1996 121.2 123.6 -11 -3.7 31 62.4
1997 118.5 118.3 +0.3 =21 48 54.6
1998 112.6 114.3 -2.1 -4.8 6.3 55.8
1999 108.3 110.0 -2.7 -5.1 3.7 64.2
2000 109.9 109.8 -3.8 -8.6° 3.6 64.9
2001 108.6 109.2 -15 -6.2 30 65.6
2002 108.9 105.3 -2.3 -11 10.1 56.6
2003 107.6° 104.7 -4.2° -8.9 5.9° 62.4°

" Previous year=100.

1 Goods and services. — 2 1989-94: in convertible currency; 1995—: in convertible and
non-convertible currency. — 3 1995-98: excluding revenues from privatization. — 4
Including owner credit.

¢ Preliminary.

b From 2000: reinvestment of DFI are included.
Source: KSH. Balance of current account; MNB.

mmm (GDP deflator index
mmm Consumer price index

1 1 1 1 1 1 1 1 1 1 1 1 1 ]
1990 1992 1994 1996 1998 2000 2002

mm Balance of current account/GDP

mm General government deficit/ GDP

Trade balance/GDP

1989 1991

1993 1995 1997

1999 2001 2003°

10

Figure 1.2: Annual changes of main economic indicators 2.
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Table 2.1: Population”

Annual Population Dependenc
Year inthousands 1992100 oo v p i
1980 10,709 103.6 - 6,500.0 0.58
1989 10,421 100.8 -
1990 10,375 100.4 -0.2 6,870.4 0.51
1991 10,373 100.0 0.0 6,909.5 0.50
1992 10,374 100.0 0.0 6,940.2 0.49
1993 10,365 99.9 -0.1 6,965.8 0.49
1994 10,350 99.8 -0.1 6,978.2 0.48
1995 10,337 99.6 -0.1 6,986.9 0.48
1996 10,321 99.5 -0.1 6,984.2 0.48
1997 10,301 99.3 -0.2 6,986.3 0.47
1998 10,280 99.1 -0.2 6,980.0 0.47
1999 10,253 98.8 -0.3 6,969.6 0.47
2000 10,221 98.5 -0.3 6,961.3 0.47
2001 10,200 98.3 -0.2 6,963.3 0.46
2002 10,175 98.1 -0.2 6,962.8 0.46
2003 10,142 97.8 -0.3 6,949.4 0.46
2004 10,117 97.5 -0.3 6,943.5 0.46
" 1* January.

1 (population age 0-14 + 65 and above) / (population age 15-64)
Note: Recalculated on the basis of Population Cenzus 2001.

in thousands

dependency rate

10,500 50.52
10,400 050
10,300

0.48
10,200
10,100 0.46
10,000 1990 1992 1994 1996 1998 2000 2002 2004 0.44

Figure 2.1: Population on 1%t January
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Table 2.2: Population by age groups - in thousands”

0-14 15-24 25-54 55-64 65+ Total
Year
years old
1980 2,341.2 1,464.4 4,399.8 1,054.7  1,4494 10,709.5
1990 2,130.5 1,445.5 4,231.4 1,1935  1,373.9 10,374.8
1991 2,068.0 1,510.3 4,223.1 1,176.0  1,395.7 10,373.2
1992 2,018.7 1,558.1 4,222.6 1,159.4 14147 10,373.6
1993 1,972.3 1,587.0 4,230.4 1,1485  1,426.9 10,365.0
1994 1,929.6 1,601.5 4,240.6 1,136.2  1,442.2 10,350.0
1995 1,891.7 1,610.1 4,250.6 1,126.2  1,458.0 10,336.7
1996 1,858.8 1,609.7 4,253.6 1,120.8  1,478.3 10,321.2
1997 1,824.4 1,607.2 4,260.3 1,1189  1,490.5 10,301.2
1998 1,792.8 1,593.0 4,262.6 1,1244  1,506.9 10,279.7
1999 1,762.4 1,573.2 4,268.5 11,1279 15214 10,253.4
2000 1,729.2 1,526.5 4,291.4 1,143.4 15311 10,221.6
2001 1,692.0 1,480.1 4,338.5 1,1447 15450 10,200.3
2002 1,660.1 1,436.9 4,378.0 1,1479 15519 10,174.9
2003 1,633.7 1,392.5 4,390.8 1,166.1  1,559.2 10,142.4
2004 1,606.1 1,355.0 4,401.6 1,186.9  1,567.1 10,116.7
" 1* January. Based on the Population census 2001.
in thousands

5,000 ~

4,000 [~

3,000 0-14 = 15-24 cmmmm)5-54 e 55-64 = e=—— 05+

2,000 [~

—_— ———
1,000 L T I - 1 L

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
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Table 2.3: Male population by age groups - in thousands”

0-14 15-24 25-59 60-64 65+ Total
Year
years old
1980 1,205.4 749.9 2,475.6 170.5 587.3 5,188.7
1990 1,090.4 740.3 2,366.9 259.9 527.5 4,984.9
1991 1,057.9 773.4 2,355.5 258.5 534.5 4,979.8
1992 1,032.3 791.7 2,350.4 255.5 539.8 4,975.7
1993 1,008.7 812.2 2,349.0 253.9 542.5 4,966.3
1994 986.8 819.9 2,350.3 250.5 546.0 4,953.4
1995 967.4 824.0 2,353.3 246.1 550.8 4941.6
1996 950.5 823.7 2,358.3 239.5 557.2 4,929.2
1997 933.0 822.4 2,366.2 233.9 560.5 4,916.0
1998 916.8 815.4 2,375.5 229.3 564.7 4,901.8
1999 901.5 805.0 2,383.2 226.1 568.6 4,884.4
2000 885.0 780.9 2,403.8 224.8 570.8 4,865.2
2001 865.7 757.0 2,425.2 228.9 574.2 4,851.0
2002 850.1 7339 2,446.1 233.0 573.8 4,837.0
2003 836.8 7113 2,456.5 239.9 574.0 48185
2004 823.0 691.9 2,470.3 244.4 574.5 4,804.1
" See: Table 2.2.
Table 2.4: Female population by age groups - in thousands”
0-14 15-24 25-54 55-59 60+ Total
Year
years old

1980 1,135.8 714.5 2,232.8 365.3 1,072.4 5,520.8
1990 1,040.1 705.2 2,144.4 327.6 1,172.5 5,389.9
1991 1,010.0 737.0 2,139.8 321.3 1,185.3 5,393.3
1992 986.5 760.4 2,138.1 318.1 1,194.9 5,397.9
1993 963.6 774.8 2,141.2 314.4 1,204.7 5,398.7
1994 942.8 781.6 2,146.2 3131 1,212.9 5,396.6
1995 924.4 786.2 2,151.0 312.6 1,221.0 5,395.1
1996 908.3 786.0 2,152.4 316.4 1,228.8 5,392.0
1997 891.4 784.8 2,155.6 318.3 1,235.1 5,385.3
1998 876.0 777.6 2,156.0 324.4 1,243.9 5,378.0
1999 861.0 768.2 2,159.3 326.7 1,253.8 5,369.0
2000 844.3 745.6 2,170.5 334.8 1,261.3 5,356.5
2001 826.3 723.1 2,193.4 330.4 1,276.1 5,349.3
2002 810.0 703.0 2,211.6 328.6 1,284.7 5,337.9
2003 796.9 681.2 2,217.4 330.7 1,297.8 5,323.9
2004 783.1 663.1 2,220.8 338.5 1,307.1 5,312.6

" See: Table 2.2.
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Table 3.1: Labour force participation of the population above 14 years”

Population at working age
Inactive population

Population above working age

Full  On child . Pen-
pioy pioy student leave pioy pioy inactive

1980  4,887.9 0.0 3008 370.1 259.0 339.7 1269.6 6,157.5 5703 0.0 16321 22024
1990 45343 624 2843 5489 249.7 2975 1,380.4 5977.1 3457 0.0 19449  2,290.6
1991 42705 2533 3356 5782 259.8 317.1 1,490.7 6,0145 2495 0.0 20452  2,294.7
1992 3,898.4 4349 3927 6200 262.1 4359 1,710.7 6,0440 1843 9.8 21017 22958
1993  3,689.5 5026 4375 6839 2705 480.1 18720 60641 1375 163 21412  2,295.0
1994 3,633.1 4374 4765 7082 2809 540.7 2,006.3 6,0768 1184 119 21638 2,294.1
1995  3,571.3 4100 4952 7234 2853 496.1 2,000.0 59813 1075 6.4 21806 22945
1996  3,546.1 3940 5127 740.0 289.2 4994 20413 59814 1021 6.1 21846 2,292.8
1997 35495 3425 5429 7520 289.0 4999 20838 59758 969 63 21890 22922
1998  3,608.5 3055 5888 697.0 2955 5657 2,147.0 6,061.0 893 7.5 21976 22944
1999  3,701.0 2833 5347 6756 2985 549.8 20586 6,0429 1104 1.4 21852  2,297.0

2000 3,7459 2614 5179 7217 2814 5714 20924 6,099.7 1303 23 2268.0 24006
2001 3,7426 2317 5163 7179 286.6 6016 21224 6,096.7 140.7 2.4 22718 24149
2002 3,719.6 2357 507.1 7383 2868 593.0 21252 6,080.5 1641 32 22639 24312
2003 3,719.0 239.6 4850 730.7 2782 603.7 2,097.6 6,056.2 2029 49 22456 2,453.4

" In thousands. Annual average figures.

Till 1999 updated figure based on 1990 population census since 2000 based on 2001 population census.

Note: ‘Employed’ includes conscripts and working pensioner. Data on students for 1995-97 have been estimated using
projected population weights. ‘Other inactive’ is a residual category.

Source: Pensioners: 1980-91: NYUFIG, 1992—: KSH MEE Child care recipients: TB. Unemployment: 1990-91: FH
REG, 1992—: KSH MEE
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Table 3.2: Labour force participation of the population above 14 years - males”

Population at working age
Inactive population

Full  On child . Pen-
time care Other Inactive Em-  Unem- sioner, Total

Total
student leave inactive

Population above working age

Em-  Unem- Pen-

Year ployed ployed sioner

inactive  total ployed ployed
1980  2,750.5 0.0 1738 196.3 0.0 99.1  469.2 3219.7 2653 0.0 4918 757.1
1990 25243 379 188.4 284.2 1.2 80.3 5541 3,116.3 123.7 0.0 6655 789.2
1991  2,351.6 150.3 218.7 296.5 15 11560 6317 3,133.6 904 0.0 700.7 791.1
1992  2,153.1 2632 252.0 302.4 1.7 1748 7309 3,1472 651 32 7221 790.4
1993  2,029.1 3115 2632 346.9 20 2033 8154 3,156.0 479 45 7357 788.1
1994  2,013.4 2700 2776 357.1 37 2396 8780 3,161.4 416 3.8 740.0 785.4
1995 2,0125 259.3 2822 367.4 49 2378 8923 31641 371 21 7426 781.8
1996  2,007.4 2424 2919 3728 33 2483 9163 3,166.1 289 1.3 7463 776.5
1997  2,0180 2122 306.0 377.6 15 2516 936.7 3,669 255 19 7435 770.9
1998 2,0155 186.5 3454 350.4 1.0 2642 9610 31630 262 28 7373 766.3
1999  2,068.4 170.3 312.7 338.8 42 2615 9172 3,155.9 347 04 7272 762.3

2000 2,086.0 158.2 3152 358.2 41 2617 9392 31834 398 0.7 7588 799.3
2001 2,087.6 1416 311.0 353.4 43 2832 9519 31811 411 09 7630 805.0
2002  2,080.4 1373 3075 3703 50 2734 9562 31739 452 0.7 7644 810.3
2003 2,0735 1376 293.6 367.9 43 2881 9539 3,165.0 530 09 7625 816.4

" See: Table 3.1.

Table 3.3: Labour force participation of the population above 14 years - females®

Population at working age
Inactive population

Full  On child . Pen-
time care Other Inactive Em-  Unem- sioner, Total

L Total
student  leave inactive  total ployed ployed inactive

Population above working age

Em- Unem-  Pen-

Year ployed ployed sioner

1980 2,137.4 00 1270 1738 259.0 2406 800.4 29378 3050 0.0 11403 14453
1990 2,000 245 958 2647 2485 2173 8263 28608 2220 0.0 12794 15014
1991 19189 1031 1169 2818 2583 2019 8589 28809 159.1 0.0 13445 1503.6
1992 1,7453 1717 1408 3176 260.4 2611 9799 28969 1192 6.6 13796 15054
1993 16604 1911 1743 337.0 2685 2768 1,056.6 29081 896 11.8 14055 1,506.9
1994  1,619.7 1674 1989 3511 2772 3011 1,1283 29154 768 8.1 14238 1508.7
1995 15588 150.7 213.0 356.0 280.4 3583 12077 29172 704 43 14380 15127
1996  1,538.7 1516 220.7 3672 2859 3511 12249 29152 732 48 14383 15163
1997 15315 1303 2369 3744 2875 3483 12471 29089 714 44 14453 15211
1998 15930 119.0 2434 346.6 2945 3015 1,186.0 28980 631 47 14603 15281
1999 16326 1130 2220 3368 291.1 2883 1,1382 28838 758 1.0 14580 15348

2000 1,659.9 1032 202.7 3635 2773 309.7 1,153.2 29163 905 1.6 15092 16013
2001  1,655.0 90.1 2053 3645 2823 3183 11704 29155 99.6 15 15088  1,609.9
2002 1,639.2 984 199.6 368.0 281.8 319.6 1,169.0 2906.6 1189 25 14995 16209
2003 16456 102.0 1914 3628 2739 3156 11437 28912 1499 40 14832 16371

" See: Table 3.1.
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STATISTICAL DATA

Table 3.4: Labour force participation of the population above 14 years - per cent”

Population at working age

Inactive population

Population above working age

Full  On child . Pen-
Year pIEon-:d g{m& sli):rrl]e-:r time care in(;tcht?\;e lnfoital?’e Totl pIE)r;e;d Emi sionef, Total
student  leave inactive
1980 79.4 0.0 49 6.0 4.2 5.5 206 100.0 25.9 0.0 74.1 100.0
1990 75.9 1.0 4.8 9.2 4.2 5.0 23.1 1000 151 0.0 84.9 100.0
1995 59.7 6.9 8.3 12.1 48 8.3 33.4 100.0 4.7 0.3 95.0 100.0
1996 59.3 6.6 8.6 12.4 48 8.3 341  100.0 45 0.3 95.3 100.0
1997 59.4 5.7 9.1 12.6 48 8.4 349 100.0 4.2 0.3 95.5 100.0
1998 59.5 5.0 9.7 11.5 49 9.3 354  100.0 3.9 0.3 95.8 100.0
1999 61.2 4.7 8.8 11.2 49 9.1 341 100.0 4.8 0.1 95.1 100.0
2000 61.4 43 8.5 11.8 4.6 9.4 343 100.0 5.4 0.1 94.5 100.0
2001 61.4 3.8 8.5 11.8 4.7 9.9 348 100.0 5.8 0.1 94.1 100.0
2002 61.2 3.9 8.3 12.1 4.7 9.8 35.0 100.0 6.7 0.1 93.1 100.0
2003 61.4 4.0 8.0 12.1 4.6 10.0 35.0 100.0 8.3 0.2 91.5 100.0
" See: Table 3.1.
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LABOUR MARKET PARTICIPATION

Table 3.5: Labour force participation of the population above 14 years - males, per cent”

Population at working age
Inactive population

Full  On child . Pen-
time care Other Inactive Em-  Unem- sioner, Total

Total
student  leave inactive

Population above working age

Em-  Unem- Pen-

Year ployed ployed sioner

inactive  total ployed ployed
1980 79.4 00 49 6.0 4.2 5.5 206 100.0 259 0.0 74.1 100.0
1980 85.4 00 54 6.1 0.0 3.1 146 1000 35.0 0.0 65.0 100.0
1990 81.0 12 6.0 9.1 0.0 2.6 178 1000 157 0.0 84.3 100.0
1995 63.6 82 89 11.6 0.2 75 282 100.0 47 0.3 95.0 100.0
1996 63.4 7.7 9.2 11.8 0.1 7.8 289  100.0 37 0.2 96.1 100.0
1997 63.7 6.7 97 11.9 0.0 7.9 29.6  100.0 33 0.2 96.4 100.0
1998 63.7 59 109 11.1 0.0 84 304 100.0 34 0.4 96.2 100.0
1999 65.5 54 99 10.7 0.1 8.3 29.1  100.0 4.6 0.1 95.4 100.0

2000 65.5 50 99 113 0.1 82 295 100.0 50 0.1 94.9 100.0
2001 65.6 45 98 111 0.1 89 299 100.0 51 0.1 94.8 100.0
2002 65.5 43 97 117 0.2 86 301 100.0 56 0.1 94.3 100.0
2003 65.5 43 93 116 0.1 9.1 301 100.0 65 0.1 93.4 100.0

" See: Table 3.1.
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Figure 3.2: Labour force participation of population of working age, males
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STATISTICAL DATA

Table 3.6: Labour force participation of the population above 14 years - females, per cent’

Population at working age

Inactive population

Population above working age

Full  On child . Pen-
Year pIEoTe-:d g{m& sli):r?e-:r time care in(;t:t?\;e lnfoite;?’e Totl pIE)r;e;d Emi sionef, Total
student leave inactive
1980 79.4 00 49 6.0 4.2 55 206 100.0 259 0.0 74.1 100.0
1980 72.8 00 43 5.9 8.8 82 2712 1000 211 0.0 78.9 100.0
1990 70.3 0.9 3.3 9.3 8.7 7.6 289  100.0 14.8 0.0 85.2 100.0
1995 53.4 5.2 7.3 12.2 9.6 12.3 41.4  100.0 4.7 0.3 95.1 100.0
1996 52.8 52 1.6 12.6 9.8 120 420 100.0 48 0.3 94.9 100.0
1997 52.6 45 8.1 12.9 9.9 120 429 100.0 4.7 0.3 95.0 100.0
1998 55.0 41 84 120 102 104 409 100.0 41 0.3 95.6 100.0
1999 56.6 39 17 1.7 101 100 395 100.0 49 0.1 95.0 100.0
2000 56.9 3.5 7.0 12.5 9.5 10.6 39.5  100.0 5.7 0.1 94.2 100.0
2001 56.8 31 70 12.5 9.7 109  40.1  100.0 6.2 0.1 93.7 100.0
2002 56.4 34 69 12.7 9.7 11.0 402 100.0 73 02 92.5 100.0
2003 56.9 35 6.6 12.5 9.5 109 396 100.0 9.2 0.2 90.6 100.0
" See: Table 3.1.
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Figure 3.3: Labour force participation of population of working age, females
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LABOUR MARKET PARTICIPATION

Table 3.7: Labour market status as reported by Labour Force Survey Respondents

1999 2000 2001 20012 20022 20032
Total
In work 3,710.8 3,778.9 3804.1 3,827.4 3,827.1 3,843.6
Unemployed 4735 448.1 411.6 414.5 410.4 431.8
Student (pupils) 753.9 749.9 716.4 739.9 763.1 767.7
Pensioner 1,079.7 991.8 968.9 990.8 940.4 856.4
Disabled 195.5 223.8 245.4 251.0 284.4 338.3
On child care 289.0 272.4 280.1 272.3 278.3 281.7
Dependent 167.5 165.9 168.9 170.7 160.4 181.7
Out of work for other reason 113.1 133.6 181.8 184.7 185.7 181.7
Total 6,783.0 6,764.4 6,777.2 6,851.3 6,849.8 6,836.3
Males
In work 2,042.7 2,075.4 2,091.8 2,089.5 2,090.2 2,087.3
Unemployed 286.1 270.4 255.7 255.2 239.3 244.2
Student (pupils) 375.9 3714 353.0 363.6 380.9 383.7
Pensioner 426.4 388.6 371.3 386.3 368.1 337.4
Disable for work 106.0 120.4 133.1 134.2 148.1 169.9
On child care leave 3.9 3.8 4.0 4.0 49 4.7
Dependent 6.5 5.3 6.3 6.3 5.1 5.3
Out of work from other reason 67.4 77.6 99.9 100.8 101.2 97.5
Total 3,314.9 3,312.9 3,321.1 3,339.9 3,337.8 3,330.0
Females
In work 1,668.1 1,703.5 1,712.3 1,737.9 1,736.9 1,756.3
Unemployed 187.4 177.7 155.9 159.3 1711 187.6
Student (pupils) 378.0 378.5 3634 376.3 382.2 384.0
Pensioner 653.3 603.2 591.6 604.5 572.3 519.0
Disabled 89.5 103.4 112.3 116.8 136.3 168.4
On child care leave 285.1 268.6 276.1 268.3 273.4 271.0
Dependent 161.0 160.6 162.6 164.4 155.3 129.8
Out of work for other reason 45.7 56.0 81.9 83.9 84.5 84.2
Total 3,468.1 3,451.5 3,456.1 3,511.4 3,512.0 3,506.3

* Marked data are weighted on the basis of the 2001 Population Census. 2001 is existing as a “Janus year”.

Source: KSH MEE
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STATISTICAL DATA

Table 4.1: Employed of working age”

Year 1000 prs 1992=100 Annual change Empl. ratio*
1980 4,887.9 125.4 79.4
1990 4,534.3 116.3 75.9
1993 3,689.5 94.6 -5.4 60.8
1994 3,633.1 93.2 -15 59.8
1995 3,571.3 91.6 -1.7 58.7
1996 3,546.1 91.0 -0.7 58.3
1997 3,549.5 91.1 0.1 58.4
1998 3,608.5 92.6 1.7 59.5
1999 3,701.0 94.9 2.6 61.3
2000 3,721.7 95.5 0.6 62.1
2001 3,719.2 95.4 0.0
2001° 3,742.6 96.0 0.0 61.4
2002° 3,719.6 95.4 -0.6 61.2
2003° 3,719.0 95.4 0.0 61.2

" Female aged 1544, uncorrected for changes in the retirement age.
1 Per cent of the same age group.

# See note of Table 3.7.

Source: 1980-91: KSH MEM, 1992— KSH MEF
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Figure 4.1: Employed of working age
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EMPLOYMENT

Table 4.2: Employed above working age

Year 1000 prs 1992=100 Annual change Empl. ratio!
1980 570.3 309.4 25.9
1990 345.7 187.6 15.1
1993 137.5 74.6 -25.4 6.0
1994 118.4 64.2 -13.9 5.2
1995 107.5 58.3 -9.2 4.7
1996 102.1 55.4 -5.0 4.5
1997 96.9 52.6 -5.1 4.2
1998 89.3 48.5 -1.8 39
1999 110.4 59.9 23.6 4.8
2000 127.4 69.2 15.3 5.5
2001 140.3 76.1 10.2
2001° 140.7 76.3 10.2 6.2
2002¢ 164.1 89.0 16.6 6.7
2003¢ 202.9 110.1 23.6 8.3

1 Per cent of the population above working age. Working age defined ad females aged
15-54 and men aged 15-59.

@ See note of Table 3.7.

Source: 1980-91: KSH MEM, 1992— KSH MEF
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Figure 4.2: Employed above working age
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STATISTICAL DATA

Table 4.3: Employed

Year 1000 prs 1992=100 Annual change Empl. ratio*
1980 5,458.2 133.7 65.3
1990 4,880.0 119.5 59.0
1991 4,520.0 110.7 -1.4 54.4
1992 4,082.7 100.0 9.7 49.0
1993 3,827.0 93.7 -6.3 45.8
1994 3,751.5 91.9 -2.0 448
1995 3,678.8 90.1 -1.9 43.9
1996 3,648.2 89.4 -0.8 43.6
1997 3,646.4 89.3 0.0 43.6
1998 3,697.8 90.6 1.4 443
1999 3,811.4 93.4 3.1 45.7
2000 3,849.1 94.3 1.0 46.2
2001 3,859.5 94.5 0.3
20017 3,883.3 95.1 0.3 45.6
2002 3,883.7 95.1 0.0 45.6
2003 3,921.9 96.1 1.2 46.2
1 Per cent of the population above 15 year.

* See note of Table 3.7.

Source: 1980-91: KSH MEM, 1992—- KSH MEE
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Figure 4.3: Employed
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EMPLOYMENT

Table 4.4: Employed by gender

Share of
Year Males Females females
1000 prs 1992 = 100 1000 prs 1992 = 100 per cent
1980 3,015.8 136.0 2,442.4 131.0 44.7
1990 2,648.0 119.4 2,232.0 119.7 45.7
1991 2,442.0 110.1 2,078.0 1115 46.0
1992 2,218.2 100.0 1,864.5 100.0 45.7
1993 2,077.0 93.6 1,750.0 93.9 45.7
1994 2,055.0 92.6 1,696.5 91.0 45.2
1995 2,049.6 92.4 1,629.2 87.4 44.3
1996 2,036.3 91.8 1,611.9 86.5 44.2
1997 2,043.5 92.1 1,602.9 86.0 44.0
1998 2,041.7 92.0 1,656.1 88.8 44.8
1999 2,103.1 94.8 1,708.4 91.6 44.8
2000 2,122.4 95.7 1,726.7 92.6 449
2001 2,130.6 96.1 1,728.9 92.7 44.8
20012 2,128.7 96.0 1,754.6 94.1 45.2
20022 2,125.6 95.8 1,758.1 94.3 453
20032 2,126.5 95.6 1,795.4 96.2 45.8
* See note of Table 3.7.
Source: 1980-91: KSH MEM, 1992—: KSH MEE
in thousands
3,000 [~ I Males Bl remales
2,500
2,000
1,500
1,000
500

0
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Figure 4.4: Employed by gender
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STATISTICAL DATA

Table 4.5: Composition of the employed by age groups - males, per cent

15-19 20-24 25-49 50-54  55-59 60+

Year Total
years old

1980 5.1 12.6 55.4 10.2 8.0 8.7 100.0
1990 5.0 10.8 64.1 8.6 6.8 4.7 100.0
1991 45 10.9 65.3 8.9 6.7 3.7 100.0
1992 3.3 10.9 67.2 9.1 6.5 2.9 100.0
1993 2.9 11.1 68.3 9.2 6.1 2.3 100.0
1994 2.9 11.3 68.7 9.5 5.5 2.0 100.0
1995 2.8 11.3 68.8 9.7 5.6 1.8 100.0
1996 2.5 11.6 69.3 9.6 5.6 1.4 100.0
1997 2.3 12.3 68.9 9.9 5.4 1.2 100.0
1998 2.3 13.4 67.6 10.3 5.1 1.3 100.0
1999 1.9 13.2 67.1 10.5 5.6 1.6 100.0
2000 1.5 12.4 67.3 10.6 6.4 1.8 100.0
2001 11 10.9 68.3 11.0 6.9 1.8 100.0
2001° 1.2 10.4 68.6 11.1 6.7 2.0 100.0
20022 0.9 9.4 69.4 11.3 6.9 2.1 100.0
2003° 0.7 8.6 69.1 11.8 7.3 2.5 100.0
* See note of Table 3.7.

Source: 1980-91: Census based estimates. 1992— : KSH MEFE
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Figure 4.5: Employed by age, per cent
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EMPLOYMENT

Table 4.6: Composition of the employed by age groups - females, per cent

15-19 20-24 25-49

50-54

55+

Year Total
years old
1980 5.3 9.7 61.8 10.7 12.5 100.0
1990 5.2 8.6 66.2 10.0 10.0 100.0
1993 33 9.9 71.4 10.3 5.1 100.0
1994 32 10.2 71.8 10.4 4.5 100.0
1995 2.7 10.2 72.2 10.6 4.3 100.0
1996 24 9.9 72.2 11.0 4.5 100.0
1997 2.0 10.8 72.2 10.5 4.5 100.0
1998 2.3 12.2 71.2 10.5 3.8 100.0
1999 1.7 12.1 70.2 11.6 4.4 100.0
2000 1.4 11.1 69.6 12.7 5.2 100.0
2001 1.1 10.1 70.0 13.0 5.8 100.0
2001° 1.1 9.6 70.5 13.1 5.7 100.0
2002 0.8 9.2 69.4 13.8 6.8 100.0
2003° 0.5 8.2 68.8 14.0 8.5 100.0
# See note of Table 3.7.
Source: 1980-91: Census based estimates. 1992—: KSH MEE
Table 4.7: Composition of the employed by level of education
- males, per cent
Year 0? ﬁ:?rggfy Vocational Secondary qulegg, Total
school school University
school or less
1980 40.8 323 18.2 8.7 100.0
1990 37.6 30.5 20.1 11.8 100.0
1993 24.0 36.2 25.1 14.7 100.0
1994 22.5 38.1 25.2 14.2 100.0
1995 21.3 38.5 25.5 14.7 100.0
1996 20.2 39.3 25.3 15.2 100.0
1997 20.1 39.4 26.5 14.1 100.0
1998 20.3 39.4 25.7 14.7 100.0
1999 16.8 41.5 26.8 14.9 100.0
2000 16.1 41.6 26.7 15.6 100.0
2001 15.7 4.7 26.0 15.6 100.0
2001° 15.6 42.8 26.0 15.6 100.0
2002¢ 14.6 432 26.4 15.8 100.0
2003° 14.0 41.3 21.7 17.0 100.0
# See note of Table 3.7.

Source: Census based estimates. 1992—: KSH MEE Since 1999 slight changes carried

out in the categorisation system.
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STATISTICAL DATA

Table 4.8: Composition of the employed by level of education - females, per cent

8 grades

: Vocational Secondary College,
Year sc%fo%rllglralrgss school school University Total
1980 53.1 12.3 21.5 7.2 100.0
1990 43.4 134 31.4 11.8 100.0
1995 26.5 20.1 37.1 16.3 100.0
1996 25.6 19.6 37.3 17.6 100.0
1997 25.1 20.6 37.9 16.4 100.0
1998 23.6 20.2 38.2 18.0 100.0
1999 20.6 20.3 40.6 18.5 100.0
2000 19.1 20.9 40.8 19.2 100.0
2001 19.0 21.2 40.4 19.4 100.0
2001° 19.1 21.3 40.3 19.3 100.0
2002° 18.5 21.5 40.2 19.8 100.0
2003¢ 16.4 21.5 40.9 21.2 100.0

* See note of Table 3.7.

Source: Census based estimates. 1992— : KSH MEE.
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Figure 4.6: Employed by highest educational attainment and gender, per cent
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EMPLOYMENT

Table 4.9: Employed by type of employment

Member of ~ Selfemployed
Year Employees CI;A:[::?:{“?;S other and assisting Total
partnerships  family members
1994 3,045.2 103.3 174.7 369.3 3,692.5
1995 2,978.9 84.2 167.9 391.8 3,622.8
1996 2,961.2 79.0 151.8 4131 3,605.1
1997 2,989.7 68.9 137.4 4143 3,610.3
1998 3,088.5 55.8 132.5 397.9 3,674.7
1999 3,201.3 425 111.8 435.9 3,791.5
2000 3,255.5 3711 1294 407.1 3,829.1
2001 3,296.3 30.7 119.1 398.4 3,844.5
2001° 3,313.6 31.4 118.9 404.4 3,868.3
2002° 3,337.2 22.5 109.9 401.0 3,870.6
2003° 3,399.2 8.6 114.7 399.4 3,921.9
* See note of Table 3.7.
Note: Conscripts are excluded.
Source: 1980-91: KSH MEM, 1992—- KSH MEE
Table 4.10: Composition by type of employment - per cent
Member of Selfemployed
Year Employees c'(\)/l(?pn.]etr):tri\?;s other and assisting Total
partnerships  family members
1994 82.5 2.8 4.7 10.0 100.0
1995 82.2 2.3 4.6 10.8 100.0
1996 82.1 22 4.2 115 100.0
1997 82.8 1.9 3.8 115 100.0
1998 84.0 1.5 3.6 10.8 100.0
1999 84.4 1.1 29 115 100.0
2000 85.0 1.0 34 10.6 100.0
2001 85.7 0.8 31 10.4 100.0
2001° 85.7 0.8 31 10.5 100.0
2002 86.2 0.6 2.8 10.4 100.0
2003 86.7 0.2 2.8 10.3 100.0
@ See note of Table 3.7.

Note: See Table 4.9.
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STATISTICAL DATA

Table 4.11: Employees by industry, per cent”

1980 1990 1993 1994 1995 1996 1997 1998 1999 2000 2001* 2002¢ 2003*
Agriculture 180 158 82 76 69 71 66 63 58 52 49 48 44
Mining and quarrying 22 18 12 12 10 10 08 07 07 07 04 04 04
Manufacturing 292 295 259 247 243 247 251 260 26.0 259 265 264 252
Electricity, gas, steam, watersupply 29 30 31 32 29 27 30 29 26 23 23 21 19
Construction 70 59 53 50 55 55 55 57 60 64 65 64 70
Wholesale and retail trade 87 89 108 109 107 115 120 114 123 130 131 131 132
Hotels and restaurants 23 24 26 25 29 28 30 30 33 32 35 34 34
Transport, storage, communication 7.4 6.7 89 84 86 86 84 83 83 83 83 81 18
Financial intermediation 1.1 14 21 21 25 25 25 23 22 22 21 20 19
Real estate, renting,
business activities 32 29 37 32 34 32 37 40 45 50 54 55 6.1
Public administration and defence;
compulsory social security 40 56 87 94 96 94 90 88 84 81 719 81 84
Education 60 71 100 99 101 98 91 92 90 91 89 91 9.2
Health and social work 53 55 71 70 69 68 71 71 69 68 66 67 7.3
Other 27 34 42 48 47 41 42 43 40 39 37 37 38
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
" Includes members of cooperatives and partnerships.
2 See: Table 4.1.
Source: 1980 —1990: 1980—1990: Census based estimates.; 1992—: KSH MEE
Table 4.12: Employees of the corporate sector by firm size, per cent
Vear lessthan20  20-49 50-249 250-999 mOISgga”
number of employees

1998 8.2 5.8 25.1 26.4 34.4

1999 8.9 7.7 25.6 25.5 32.3

2000 20.2 7.0 235 225 26.8

2001 18.5 7.5 24.3 23.0 26.7

2002 21.6 14.0 215 20.1 229

2003 23.0 15.3 20.5 19.3 21.8

Note: —1999: firms employing 10 or more workers; 2000-2001: firms employing 5 or more

workers.

Source: FH BT.

Table 4.13: Employees of the corporate sector by the share

of foreign ownership, per cent

Foreign Ownership 1997 1998 1999 2000 2001 2002 2003
100% 12.2 14.4 171 17.5 19.0 17.7 16.5
Majority 12.3 139 135 11.7 11.0 9.2 8.8
Minority 7.3 7.6 6.0 5.3 49 3.6 3.9
0% 68.2 64.1 63.4 65.5 65.1 69.5 70.8

Note: See Table 4.12.
Source: FH BT.
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Figure 4.7: Ratio of employees, members of cooperatives, members of other partnerships,
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Figure 4.8: Employees of the corporate sector by firm size and by the share of foreign ownership
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Table 5.1: Unemployment rate by age and gender and % of long term unemployed

Unemployment rate Share of
Year 0Of which: long term
Males Females Together 15-24 ages  unemployed!

1992 10.7 8.7 9.8 17.5
1993 13.2 10.4 11.9 21.3
1994 11.8 9.4 10.7 19.4 43.2
1995 11.3 8.7 10.2 18.6 50.6
1996 10.7 8.8 9.9 17.9 54.4
1997 9.5 7.8 8.7 15.9 51.3
1998 8.5 7.0 7.8 134 48.8
1999 7.5 6.3 7.0 12.4 49.5
2000 7.0 5.6 6.4 12.1 491
2001 6.3 5.0 5.7 10.8 46.7
20012 6.3 5.0 5.7 10.9 46.7
20022 6.1 5.4 5.8 12.3 449
2003° 6.1 5.6 5.9 13.4 439
! Long term unemployed = 12 or more months without job.
* See note of Table 3.7.
Source: KSH MEFE
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Table 5.2: Composition of the unemployed by level of education - females

8 grades

; Vocational Secondary College,

Year sc(;]fo%rllg]ralgss school school University Total
1993 45.8 22.6 27.4 4.2 100.0
1994 44.4 231 29.4 31 100.0
1995 41.0 24.3 29.7 5.0 100.0
1996 38.2 24.9 31.6 5.4 100.0
1997 44.2 23.2 28.4 4.2 100.0
1998 41.6 22.7 31.4 4.3 100.0
1999 36.2 26.2 33.8 3.8 100.0
2000 31.8 28.2 35.0 5.0 100.0
2001 333 28.2 325 6.1 100.0
2001° 33.7 28.0 32.2 6.1 100.0
2002¢ 33.2 26.0 32.2 8.5 100.0
2003¢ 32.7 28.3 32.0 7.0 100.0
* See note of Table 3.7.

Source: KSH LFS.

Table 5.3: Composition of the unemployed by level of education - males

8 grades

; Vocational Secondary College,

Year sc?lfo%rllr;]ralgss school school University Total
1993 39.0 40.8 17.3 2.8 100.0
1994 37.3 4.7 15.8 4.3 100.0
1995 37.7 44.0 14.7 3.6 100.0
1996 37.6 44.0 15.1 33 100.0
1997 389 43.7 15.4 2.0 100.0
1998 37.4 42.0 17.2 34 100.0
1999 34.5 45.3 17.4 2.8 100.0
2000 32.9 45.8 17.9 34 100.0
2001 36.8 429 17.4 29 100.0
2001° 36.5 432 17.5 2.8 100.0
2002° 36.7 433 16.7 33 100.0
2003° 34.0 44.7 17.2 4.1 100.0
* See note of Table 3.7.

Source: 1992—: KSH LEFS. Since 1999 slight changes carried out in the categorisation
system.
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Table 5.4: The distribution of unemployed by duration of job search, in thousands”

Length of job search
15-26 27-51 53-78 79-104
Year 1-4[<1] 5-14[1-3] [4-6] [7-11] 52 [12] [13-18] [19-24] 105- [>24] Total
weeks [month]

1992 439 90.9 96.4 110.7 10.6 4.7 38.4 - 432.6
1993 36.2 74.8 87.9 120.5 14.7 75.1 83.7 - 492.9
1994 30.5 56.5 65.0 91.9 8.4 63.0 73.8 40.4 429.5
1995 23.0 51.0 56.5 69.4 20.2 57.2 34.3 93.2 404.8
1996 19.9 46.4 49.3 61.5 18.2 56.1 37.1 100.2 388.7
1997 16.1 43.7 45.9 54.4 15.7 445 311 17.3 328.7
1998 12.9 44.2 445 45.7 16.0 39.0 21.6 63.5 293.4
1999 15.4 441 38.8 46.0 132 38.1 26.8 62.3 284.7
2000 16.7 38.5 35.1 42.8 12.7 36.9 23.6 55.4 261.3
2001 14.7 36.9 331 38.3 113 314 20.9 441 230.7
20017 14.9 37.0 332 38.6 11.5 31.6 20.9 442 2319
2002 15.5 394 34.8 40.7 11.6 32.7 19.8 42.5 237.0
2003° 15.9 2.1 38.9 42.0 14.5 21.6 17.6 43.0 241.6
" Without those unemployed who will get a new job within 30 days.
* See note of Table 3.7.
Source: KSH MEE
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Figure 5.2: The distribution of unemployed by duration of job search, in thousands
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Figure 5.3: Quarterly flows between labour market states, population between 15-74 years

Employment Unemployment Inactivity
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The data refer to 15-74 aged cohorts observed in the LFS in two consecutive quarters.
Red curves: smoothed with fourth degree polinomial.
Source: KSH MEE
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Table 5.5: Registered and LFS unemployment

Vear Registered unemployed LFS unemployed total LFS unemployed 15-24 age
in thousands rate in % in thousands rate in % in thousands rate in %
1990 41.7 -
1991 221.3 41
1992 557.0 10.3 444.2 9.8 120.0 17.5
1993 671.8 12.9 518.9 11.9 141.3 21.3
1994 568.4 11.3 451.2 10.7 124.7 19.4
1995 507.7 10.6 416.5 10.2 114.3 18.6
1996 500.6 11.0 400.1 9.9 106.3 17.9
1997 470.1 10.5 348.8 8.7 95.8 15.9
1998 423.1 9.5 313.0 7.8 87.6 134
1999 409.5 9.7 284.7 7.0 78.6 12.4
2000 390.5 9.3 262.5 6.4 70.7 12.1
2001 364.1 8.5 232.9 5.7 55.7 10.8
2002 344.7 8.0 238.8 5.8 56.5 12.3
2003 357.2 8.3 2445 5.9 54.9 13.4

Note: The denominator of the unemployment rate is the economically active population on 1st January of the previous year.
Source: Registered unemployed: FH REG; LFS unemployed: KSH MEE
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Figure 5.4: Registered and LFS, LFS 15-24 age unemployment rates
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Table 5.6: Unemployed by economic activity as observed in the LFS

Year Employed Unemployed Inactive Total
1992 5.1 71.6 233 100.0
1993 10.0 63.6 26.4 100.0
1994 14.4 54.5 311 100.0
1995 11.8 53.7 345 100.0
1996 13.7 51.8 34.5 100.0
1997 18.7 441 37.2 100.0
1998 24.8 35.1 40.1 100.0
1999 6.7 55.8 375 100.0
2000 47 54.3 41.0 100.0
2001 6.5 45.2 48.3 100.0
2002 4.4 47.4 48.2 100.0
2003 9.4 441 46.5 100.0

# See: Table 4.1.

Note: The data refer to the population observed as registered unemployed in the LFS.

Since 1999 serious methodology changes: people whose last contact with employment
office was more then two months before the interview were excluded.

Source: KSH MEE
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Figure 5.5: Registered unemployed by economic activity
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Table 5.7: Selected time series of registered unemployment, yearly average, in thousands, per cent

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Registered unemployment 671.7 568.4 507.7 500.6 470.1 423.1 409.5 390.5 364.1 344.7 357.2
Of which:

School-leavers 59.7 621 545 462 424 325 299 260 268 285 313
Non school-leavers 612.0 506.2 453.2 454.4 427.7 390.6 379.6 364.4 3374 316.2 325.9
Male 395.3 333.0 293.8 284.1 267.1 2334 2214 209.7 196.4 184.6 188.0
Female 276.4 2353 213.8 2165 203.0 189.7 188.1 180.8 167.7 160.1 169.2
25 years old and younger 1748 1533 1342 1240 1058 899 854 791 756 711 716
Manual workers 556.0 467.6 4143 407.4 386.3 349.0 336.8 321.2 302.0 286.3 296.2
Non manual workers 1158 100.7 934 932 838 741 727 693 621 584 61.0

Unemployment benefit recipients  404.8 2289 182.8 171.7 141.7 130.7 140.7 131.7 119.2 1149 120.0
Unemployment assistance recipients  89.3 190.3 210.0 211.3 201.3 1822 148.6 1435 1312 1134 116.2
Shares within registered unemployed

Unemployment rate 129 113 106 110 105 95 9.7 93 85 80 83
School-leavers 89 109 107 9.2 9.0 .7 13 67 13 83 88
Male 588 586 579 567 568 552 541 537 539 535 526
25 years old and younger 260 270 264 248 225 213 209 203 208 206 20.0
Manual workers 828 823 816 814 822 85 83 822 89 831 829
Inflow to the Register 486 423 457 528 56.1 554 572 541 570 56.0 54.8
Of which: school-leavers 76 18 80 75 9.2 98 93 80 7.8 78 17
Outflow from the Register 512 517 476 543 573 604 572 568 594 558 535
Of which: school-leavers 66 79 85 89 90 110 94 8.2 1.7 75 16

Note: Recipients of job search assistance benefit included. From 2001 together with regular social allowance recipients.
Source: FH REG.
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Figure 5.6: Long-term registered unemployment
A: Time since first registration exceeds 1 year; per cent of total registered unemployment.
B: Time since last registration exceeds 1 year; per cent of total registered unemployment.
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Table 5.8: First-time entrants and re-entrants to the unemployment register, in thousands

February April June August Oktober December  Monthly
January March May July September  November average

1995
First-Time Entrants 200 185 156 158 138 179 279 169 164 155 129 124 17.0
Re-Entrants 36.3 246 188 20.8 18.0 233 353 248 352 27.3 40.3 40.0 28.7

Total Number of Entrants 56.3 43.0 344 36.6 31.8 412 632 41.7 516 428 532 524 45.7
1996

First-Time Entrants 18.6 20.3 183 17.0 16.2 218 347 185 216 146 162 12.7 19.2
Re-Entrants 389 309 252 229 315 340 375 312 383 378 380 374 33.6
Total Number of Entrants 57.4 51.1 434 40.0 47.7 55.7 721 49.7 599 524 542 502 52.8
1997

First-Time Entrants 18.1 20.7 153 13.6 13.7 206 272 17.6 183 136 145 105 17.0
Re-Entrants 56.7 475 36.3 325 300 325 343 325 369 369 475 465 39.2
Total Number of Entrants 748 683 51.6 46.1 43.7 53.1 614 50.1 552 505 620 57.0 56.1
1998

First-Time Entrants 13.8 149 11.8 104 10.6 122 219 151 157 129 122 9.2 13.4
Re-Entrants 589 46.3 39.1 350 35,5 329 36.1 346 384 444 509 520 42.0
Total Number of Entrants 72.7 612 50.9 453 46.1 45.1 580 49.7 541 573 63.1 61.1 55.4
1999

First-Time Entrants 12.7 125 111 102 103 106 21.0 147 169 123 116 9.8 12.8
Re-Entrants 59.7 472 42.4 39.8 38.7 359 40.2 39.8 425 433 49.6 539 44.4
Total Number of Entrants 724 59.6 53.5 50.0 489 46,5 612 545 59.4 557 61.1 63.7 57.2
2000

First-Time Entrants 119 120 99 97 74 96 181 123 149 107 96 88 11.2
Re-Entrants 57.4 463 399 39.2 320 379 411 350 429 434 458 539 429
Total Number of Entrants 69.3 583 49.8 489 39.4 475 59.2 473 578 541 554 62.7 54.1
2001

First-Time Entrants 112 129 99 97 83 109 158 115 159 106 96 8.7 11.2
Re-Entrants 57.5 53.7 420 429 385 423 52.7 229 46.6 458 46.1 571.7 458
Total Number of Entrants 68.7 66.6 51.9 52.6 46.8 532 685 344 625 56.4 557 66.4 57.0
2002

First-Time Entrants 99 125 89 82 72 99 151 116 140 96 96 1.7 10.4
Re-Entrants 543 574 420 41.0 394 409 423 395 452 43,6 481 543 45.6

Total Number of Entrants 64.2 69.9 509 49.2 46.6 50.8 57.4 51.1 59.2 532 57.7 620 56.0
2003

First-Time Entrants 91 124 95 83 75 91 150 113 126 93 92 7.1 10.0
Re-Entrants 56.7 51.3 439 383 37.6 37.6 42.6 40.4 43.7 429 488 533 44.8
Total Number of Entrants 65.8 63.7 53.4 46.6 451 46.7 57.6 51.7 56.3 52.2 58.0 60.4 54.8

Source: FH REG.
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Table 5.9: Monthly average of inflow of first time registered unemployed in 2003 by occupation, 2 digit FEOR code

Average monthly inflow

School-  Non school-

Code  Occupational groups Together

leavers leavers

1 Occupations of armed forces requiring higher (third-level) qualification 5.8 48 10.6
2 Occupations of armed forces requiring secondary-level qualification 10.3 14.2 24.4
3 Occupations of armed forces not requiring secondary-level qualification 2.6 3.4 6.0
11 Legislators, senior gov. officials, senior officials of nation-wide spec.-interest org. 0.7 0.6 1.3
12 Senior officials of reg. and loc. self-gov., public adm., jurisdiction and spec.-int. org. 0.8 4.1 4.8
13 Managers of businesses and budgetary institutions 53.9 138.5 192.4
14 General managers of small enterprises and budgetary institutions 4.4 15.4 19.8
21 Engineering and natural science professionals 173.3 98.8 272.0
22 Health professionals 6.8 12.1 18.8
23 Welfare and labour market service professionals 13.5 4.4 17.9
24 Teaching professionals 167.0 145.7 312.7
25 Business, legal and social science professionals 155.8 815 236.6
26 Cultural, sport, artistic and religious professionals 15.1 19.3 34.4
29 Professionals N.E.C. 1.3 43 5.6
31 Technicians and related associate professionals 190.0 168.5 358.5
32 Health associate professionals 22.4 103.1 125.5
33 Welfare and labour market services occupations 11.3 13.2 245
34 Teaching associate professionals 26.0 16.3 423
35 Legal, life and property protection services associate professionals 4.6 7.8 12.4
36 Business and financial intermediation clerks 1235 252.8 376.3
37 Cultural, sport, artistic and religious associate professionals 11.2 17.6 28.8
39 Clerks N.E.C. 42 28.6 32.8
41 Office clerks 542.5 4475 990.0
42 Management (consumer services) clerks 76.3 97.9 174.3
51 Wholesale and retail trade, hotels and restaurants workers 357.7 811.8 1,169.5
52 Transport, postal and communications workers 3.0 37.3 40.3
53 Non-material service workers 90.0 154.6 244.6
61 Skilled agricultural workers 40.3 90.2 130.4
62 Skilled forestry and game farming workers 6.2 11.8 18.0
63 Skilled fishery workers 0.2 1.2 1.3
64 Plant protection, plant health protection and soil conservation workers 0.6 0.9 1.5
71 Extraction workers 2.3 20.6 22.9
72 Food processing and related trades workers 32.5 108.8 141.3
73 Light industry workers 137.6 458.2 595.8
74 Steel and metal trades workers 152.9 466.8 619.7
75 Handicraft, miscellaneous industry and warehouse workers, laboratory assistants 13.3 101.8 115.1
76 Construction workers 137.3 283.2 420.4
81 Manufacturing machine operators 30.3 367.3 397.5
82 Other stationary-plant operators 17.3 46.3 63.5
83 Mobile-plant operators 23.2 252.3 275.5
91 Elementary services occupations (without agriculture) 950.1 1,343.0 2,293.1
92 Agricultural and forestry labourers 6.5 13.8 20.3

Unfilled 59.9 46.9 106.8

Total 3,683.1 6,316.8 9,999.9

Source: FH-REG.
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Table 5.10: Benefit receipt and participation in active labour market programs

Unemploy- Unemploy-  UAfor Do not

. Public . Wage Other pro-
Year ment ment school- receive Retrainin > Total
benefit ~ assistance  leavers  provision work g subsidy ~ grammes
1990
In thousands 42,5 - - 18.6 61.0
Per cent 69.6 30.4 100.0
1994
In thousands 160.3 202.4 24.5 142.4 28.7 31.2 23.9 61.7 675.1
Per cent 23.7 30.0 3.6 21.1 43 4.6 35 9.1 100.0
1995
In thousands 150.8 192.9 26.3 109.1 21.7 20.4 10.9 64.7 596.8
Per cent 25.3 32.3 4.4 18.3 3.6 3.4 1.8 10.8 100.0
1996
In thousands 145.4 218.5 2.6 127.8 38.5 20.6 16.4 74.5 644.3
Per cent 22.6 33.9 0.4 19.8 6.0 3.2 2.5 11.6 100.0
1997
In thousands 134.1 193.5 0.1 121.8 38.9 25.1 29.7 95.7 638.9
Per cent 21.0 30.3 0.0 19.1 6.1 3.9 4.6 15.0 100.0
1998
In thousands 123.9 158.6 0.1 109.4 37.4 24.5 30.9 86.7 5715
Per cent 21.7 21.7 0.0 19.1 6.5 4.3 5.4 15.2 100.0
1999
In thousands 135.5 146.7 0.0 107.1 35.7 28.0 31.1 60.6 544.7
Per cent 249 26.9 0.0 19.7 6.6 5.1 5.7 11.1 100.0
2000
In thousands 117.0 139.72 0.0 106.5 26.7 25.3 21.5 735 516.2
Per cent 2.7 27.1 0.0 20.6 5.2 49 5.3 14.2 100.0
2001
In thousands 111.8 113.2 0.0 105.2 29.0 30.0 25.8 37.2 452.2
Per cent 247 25.0 0.0 23.3 6.4 6.6 5.7 8.2 100.0
2002
In thousands 104.8 107.6 - 115.3 21.6 235 21.2 32.8 426.8
Per cent 24.6 25.2 - 27.0 5.1 5.5 5.0 7.7 100.0
2003
In thousands 105.1° 109.5 - 125.0 21.2 225 20.1 36.6 440.0
Per cent 239 249 - 28.4 4.8 5.1 4.6 8.3 100.0

* Together with the number of regular social allowance recipients.

bRecipients of job search assistance benefit included.

Note: October. The percentage ratios refer to the combined number of the registered unemployed and program partici-
pants.

Source: FH.
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Figure 5.7: Ratio of re-entrants within the total inflow to the register

per cent
50
e Social unemployment benefit
Unemployment benefit
40
30
2 \——\_\

0
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Figure 5.8: The ratio of average unemployment benefit, unemployment assistance
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Table 5.11: Distribution of registered unemployed, unemployment benefit recipients
and unemployment assistance by educational attainment

Registered unemployed Unemployment benefit Unemployment assistance'
Educational attainment 1995 1998 2001 2004 1995 1998 2001 2004* 1995 1998 2001 2004
Max. 8 classes of primary school  43.6 409 423 427 369 320 297 289 568 500 555 61.1
Vocational school 345 360 342 322 366 395 407 392 306 343 300 276
Vocational secondary school 11.7 128 130 134 149 160 167 17.7 69 87 74 61
Grammar school 79 718 17 78 83 90 90 93 45 57 51 42
College diplom, BA 15 18 21 28 22 26 29 36 08 10 09 08
University diplom, MA 07 06 07 10 10 09 10 13 03 03 03 02
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

482.7 406.4 359.6 350.7 164.1 121.3 110.3 100.3 220.7 186.6 136.9 114.6

1 Recipients of regular social assistance are included since 2001.

2 Recipients of unemployment allowance before retirement are excluded.
Note: On the closing date of June in every year.

Source: FH.

Table 5.12: The ratio of those who are employed among the former participants of ALMPs®

Active labour market programmes 1996 1997 1998 1999 2000 2001 2002 2003

Suggested training programmes 44,5 46.3 46.8 46.8 48.4 45.4 433 43.0
Accepted training programmes 50.2 51.1 515 50.0 52.0 49.3 45.8 46.0
Retrainig of those who are employed 92.8 90.4 94.7 94.8 94.9 94.2 92.7 93.3
Support for self-employment 90.2 88.1 91.7 90.5 89.4 89.2 90.7 89.6
Wage subsidy programmes 70.1 66.3 59.1 59.7 62.3 59.7 62.9 62.0
Work experience programmes - 65.7 59.1 55.8 57.9 64.5 66.9 66.1
Further employment programme - 721 75.1 68.5 73.8 71.6 78.4 78.2
* Three months after the end of programmes.

Source: FH.
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Table 5.13: Employment ratio of former participants of ALMPs™ by sex, age and education
for the programmes finished in 2002

Non-employed participants School leavers

Supported Wage work experi-  further

suggested accepted self-employ-  subsidy

> o together 1 ence pro-  employment

training  training ment programme gramme  programme
By gender
Male 42.6 48.2 45.0 91.8 59.3 66.6 73.9
Female 43.8 44.3 44.0 88.7 66.3 67.2 83.3
By age groups
-20 33.0 39.3 35.4 87.5 44.9 61.4 78.3
20-24 46.7 47.5 47.0 92.4 56.1 68.8 79.0
25-29 46.8 47.4 471 88.0 62.8 70.6
X-29 together 43.8 46.0 44.7 89.5 59.2 66.9 78.4
30-34 43.8 46.9 45.2 91.1 65.0
35-39 42.2 441 43.0 92.6 64.9
40-44 431 47.4 44.8 929 65.6
45-49 41.3 45.0 42.8 88.3 64.6
50-54 44.0 42.5 433 94.2 65.8
55+ 35.8 38.1 36.8 815 58.2
By educational level
Less than primary school 17.6 333 17.9 100.0 38.1 35.3
Primary school 39.2 38.8 39.1 84.8 52.0 55.1
Vocational school for skilled workers 455 48.0 46.8 90.5 64.0 65.2 78.1
Vocational school 421 4.7 41.9 83.9 62.1 66.7 80.0
Special vocational school 36.8 42.9 38.5 100.0 40.0 40.0
Vocational secondary school 45.7 46.8 46.2 91.0 70.5 69.1
Technicians secondary school 48.5 4389 48.7 91.9 712 741
Grammar school 41.0 44.3 42.4 92.9 67.9 63.8
College diploma 50.8 51.6 511 91.1 70.1 71.3
University diploma 46.5 52.6 49.3 94.4 72.6 71.7
Total 433 45.8 44.4 90.7 62.9 66.9 78.4

* 3 months after the end of each programme.

1 Survival rate.
Source: FH.
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Table 5.14: Employment ratio of former participants of ALMPs by sex, age and education

for the programmes finished in 2003"

Non-employed participants

Supported

Wage

School leavers

suggested accepted self-employ-  subsidy work experi- ~ further
training  training €M ment! programme eg"rg‘fn‘;:g %Tozfmﬁlt

By gender
Male 44.0 50.1 46.5 91.6 57.8 65.0 75.6
Female 42.7 43.8 43.2 86.4 66.0 66.9 83.0
By age groups
-20 34.3 38.0 35.6 80.0 38.8 60.7 75.7
20-24 451 48.4 46.5 89.2 58.9 66.7 90.5
25-29 46.9 47.6 47.2 89.8 61.1 75.5 100.0
X-29 together 435 46.5 44.8 89.5 59.4 66.1 78.2
30-34 42.9 46.5 44.5 90.9 64.5
35-39 431 48.5 45.4 88.1 62.7
40-44 44.5 451 44.8 90.0 63.9
45-49 41.6 41.5 41.5 91.2 62.4
50-54 40.9 39.9 40.5 87.4 65.1
55+ 39.5 45.5 42.0 82.1 57.6
By educational level
Less than primary school 294 0.0 28.9 332 12.5
Primary school 40.2 38.6 39.6 81.7 50.4 52.8 66.7
Vocational school for skilled workers 46.8 46.8 46.8 91.0 62.7 64.7 75.2
Vocational school 40.4 39.4 39.9 90.9 60.3 50.0 100.0
Special vocational school 313 42.9 34.8 100.0 70.2 62.5
Vocational secondary school 441 48.4 46.1 89.1 70.1 66.2 100.0
Technicians secondary school 40.4 52.2 45.6 89.6 68.5 68.9 100.0
Grammar school 40.2 44.6 42.1 89.1 67.5 62.4 100.0
College diploma 50.8 51.3 51.0 89.3 65.2 72.9 100.0
University diploma 52.2 52.5 52.3 91.1 75.0 78.6
Total 43.2 46.0 44.4 89.6 62.0 66.1 78.2

" See notes of Table 5.13.
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Table 5.15: The distribution of the total number of labour market training participants

Goups of labour market

training participants 1996 1997 1998 1999 2000 2001 2002 2003
Participants in suggested training 49.3 59.2 61.0 61.4 59.2 58.4 56.5 54.6
Participants in accepted training 433 34.9 33.8 334 35.1 35.7 38.5 34.5
Non-employed participants together 92.7 94.1 94.8 94.8 94.3 94.2 95.0 89.1
Of which: school-leavers 234 28.5 30.6 29.8 25.1 225 235 22.1
Employees 7.3 5.9 5.2 5.2 5.7 5.8 5.0 10.9
Participants of labour market training total ~ 100.0 ~ 100.0  100.0 1000  100.0 ~ 100.0  100.0  100.0
Source: FH.
Table 5.16: The distribution of labour market training participants by the type of training
Types of training 1996 1997 1998 1999 2000 2001 2002 2003
Approved qualification 80.4 77.9 79.8 79.6 78.8 78.7 77.6 78.3
Non-approved qualification 15.8 16.0 14.4 14.7 14.7 14.0 13.6 12.6
Foreign language learning 3.8 6.1 5.7 5.7 6.5 7.3 8.8 9.1
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Source: FH.
Table 5.17: The distribution of those entering into the training programmes by age groups
and educational level for male and female participants
2002 2003
Male Female Together Male Female Together
Total nomer of entrants 18,901 27,088 45,989 17,901 27,191 45,092
Entrants distributon by gender 411 58.9 100.0 39.7 60.3 100.0
Distribution by age groups
-20 12.9 10.0 11.2 12.9 8.7 10.4
20-24 28.5 231 25.3 28.1 21.5 241
X-25 41.4 33.0 36.5 41.0 30.2 34.5
25-44 47.0 57.7 53.3 47.6 59.3 54.7
45-49 6.6 6.4 6.4 6.2 6.7 6.5
50+ 5.0 29 3.8 5.2 3.7 4.3
Total 100.0 100.0 100.0 100.0 100.0 100.0
By educational level
Less than primary school 0.9 0.4 0.6 1.9 0.8 1.3
Primary school 271.5 17.7 21.7 29.0 19.2 23.1
Vocational schools 36.7 231 28.7 335 225 26.9
Vocational and technical secondary schools 21.3 29.5 26.1 21.1 28.7 25.7
Grammar school 8.9 20.9 15.9 8.8 19.9 15.5
College, university 4.8 8.5 6.9 5.6 8.9 1.6
Total 100.0 100.0 100.0 100.0 100.0 100.0
Source: FH.
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Table 6.1: Inactive population by gender”

Males Females
Year Inthou- 1999 - 100 Inact_|v1|ty Inthou- 4499~ 100 Inact_|v1|ty
sands ratio sands ratio

1980 961.0 66.1 24.2 1,940.7 82.3 443
1990 1,219.6 83.9 31.2 2,105.7 89.2 483
1993 1,551.1 106.8 39.3 2,462.1 104.3 55.8
1994 1,618.0 1114 41.0 2,552.1 108.2 57.7
1995 1,634.9 1125 41.4 2,645.7 1121 59.7
1996 1,662.6 1144 422 2,663.2 112.9 60.1
1997 1,680.2 115.6 42.1 2,692.4 114.1 60.8
1998 1,698.3 116.9 432 2,646.3 112.2 59.8
1999 1,644.4 113.2 42.0 2,596.2 110.0 58.8
2000 1,700.9 1171 42.7 2,687.9 1139 59.5
2001 1,718.7 1183 43.1 2,707.3 114.7 59.8
2001° 1,714.9 118.0 43.0 2,679.2 113.6 59.2
2002 1,720.6 118.4 432 2,668.5 1139 58.9
2003 1,716.4 118.1 43.1 2,626.9 111.3 58.0
* Population above 15 years of age.
1 Per cent of the population above 15 years of age.
* See note of Table 3.7.
Note: See notes at table 3.1.
Source: 1980-91: KSH MEM; 1992— KSH MEE

per cent
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Figure 6.1: Inactive ratio by gender

185



STATISTICAL DATA

Table 6.2: 15-54/15-59 years old inactive population by gender

Males Females
Year Inthou- 4999~ 100 Inact_|v1|ty Inthou- 4999 _ 100 Inact_|v1|ty
sands ratio sands ratio

1980 469.2 64.2 14.6 800.4 81.7 21.2
1990 554.1 75.8 17.8 826.3 84.3 28.9
1993 815.4 111.6 25.8 1,056.6 107.8 36.3
1994 878.0 120.1 27.8 1,128.3 115.1 38.7
1995 892.3 1221 28.2 1,207.7 123.2 41.4
1996 916.3 125.4 28.9 1,224.9 125.0 42.0
1997 936.7 128.2 29.6 1,247.1 127.3 429
1998 961.0 131.5 30.4 1,186.0 121.0 40.9
1999 917.2 125.5 29.1 1,138.2 116.2 39.5
2000 940.5 128.7 29.5 1,177.3 120.3 40.3
2001 949.2 129.8 1,199.7 122.4
20012 951.9 130.2 29.9 1,170.4 119.4 40.1
2002? 956.2 130.8 30.1 1,169.0 119.3 40.2
2003° 953.9 130.5 30.1 1,143.7 116.8 39.6
1 Per cent of the working age population.
* See note of Table 3.7.
Source: 1980-91: KSH MEM; 1992— KSH MEE

per cent
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Table 7.1: Nominal and real earnings

Gross Net Gross earn-  Net earnings  Consumer  Real earn-

Year eamnings earnings ing index index price index  ings index
HUF previous year = 100%

1989 10,571 8,165 117.9 116.9 117.2 99.7
1990 13,446 10,108 128.6 121.6 128.9 94.3
1991 17,934 12,948 130.0 125.5 135.0 93.0
1992 22,294 15,628 125.1 121.3 123.0 98.6
1993 271,173 18,397 121.9 117.7 122.5 96.1
1994 33,939 23,424 1249 127.3 118.8 107.2
1995 38,900 25,891 116.8 112.6 128.2 87.8
1996 46,837 30,544 120.4 117.4 123.6 95.0
1997 57,270 38,145 122.3 1241 118.3 104.9
1998 67,764 45,162 118.3 118.4 114.3 103.6
1999 77,187 50,076 116.1 112.7 110.0 102.5
2000 87,645 55,785 1135 1114 109.8 101.5
2001 103,553 64,913 118.0 116.2 109.2 106.4
2002 122,482 77,622 118.3 119.6 105.3 113.6
2003 137,187 88,751 112.0 114.3 104.7 109.2

Source: KSH IMS.

I Gross eamings index I Real earnings index

-15 —
1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Figure 7.1: Change of gross real earnings and net real earnings
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Table 7.2: Gross average earnings by industry - total”

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Agriculture 24,641 29,873 35,073 42,216 48,762 53,521 59,246 72,116 84,240 89,273
Mining and quarrying 43,245 50,765 60,102 76,952 84,977 95,762 112,914 126,796 138,578 149,076
Manufacturing 32,500 38,797 47,178 57,597 67,169 76,335 88,136 101,119 113,659 124,076
Electricity, gas, steam

and water supply 41,958 50,805 62,525 75,729 90,305 104,543 119,539 135,682 155,404 174,165
Construction 30,301 32,544 38,407 46,884 54,123 56,753 64,259 79,719 86,191 93,810
Wholesale and retail trade 32,930 36,311 45,463 53,733 62,688 66,913 77,758 90,596 106,530 115,551
Hotels and restaurants 28,040 29,370 35,267 41,012 46,437 50,067 56,593 68,120 81,069 87,475
Transport storage

and communication 35,511 41,437 51,513 63,288 76,108 88,238 98,815 114,447 130,582 142,546
Financial intermediation 62,643 71,194 88,759 114,083 142,432 165,327 189,444 215,970 241,273 273,784
Real estate, renting,

business activities 38,275 41,716 51,733 61,146 81,125 89,399 101,019 121,821 133,762 145,085

Public administration and defence;
compulsory social security 40,048 45,861 53,523 65,329 75,671 92,821 103,428 131,724 167,841 180,837

Education 31,912 34,866 38,996 49,460 59,822 72,869 81,204 97,647 128,665 162,380
Health and social work 29,446 32,462 37,530 45376 52,781 59,105 68,304 78,850 103,188 129,956
Other 34,635 39,884 47,857 54,533 63,896 71,199 79,820 91,677 111,567 129,235
Total 33,939 38,900 46,837 57,270 67,764 77,187 87,645 103,553 122,453 137,187

" HUF/month, per capita.

Note: The data refer to full-time employees in the budget sector and firms employing at least 20 workers (1993-94), 10
workers (1995-98) and 5 workers (1999-), respectively.

Source: KHS, IMS.

Table 7.3: Gross average earnings by industry - manual workers®

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Agriculture 20,988 25,085 29,679 35,667 41,115 45548 50,256 61,628 72,104 75,754
Mining and quarrying 37,057 43,054 50,888 64,751 72,065 80,365 93,827 105,141 117,031 125,498
Manufacturing 26,451 31,454 38,280 46,254 53,908 60,846 69,644 79,701 89,693 96,120
Electricity, gas, steam

and water supply 34,482 41,551 50,979 61,586 72,890 83,874 94,811 107,785 122,014 134,698
Construction 24,689 26,760 31,257 37,174 42,937 45,069 50,995 60,880 70,060 74,637
Wholesale, retail trade 21,821 24,041 29,279 34,502 39,344 42,105 47,097 57,977 69,861 74,850
Hotels and restaurants 20,547 21,590 26,124 30,560 34,683 37,460 43,185 52,903 63,693 67,350
Transport storage

and communication 29,976 34,087 41,678 49,879 59,222 66,555 72,989 83,995 94,609 103,238
Financial intermediation 36,944 41,443 47,583 65,962 75,118 78,210 80,054 91,678 106,423 127,135
Real estate, renting,

business activities 23,015 25,760 31,604 36,083 43,468 46,486 52,693 63,414 73,224 76,597

Public administration and defence;
compulsory social security 28,200 31,101 35,276 41,341 47,429 59,498 62,460 78,548 104,885 112,642

Education 18,068 19,758 23,129 28,262 33,886 40,759 45,125 53,943 69,468 85,120
Health and social work 20,776 22,649 26,566 32,264 37,308 42,211 49,029 57,046 74,167 88,561
Total 25,507 29,203 35,305 42,419 49,423 55,218 61,930 72,626 84,696 91,396
" See Table 7.2.
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Table 7.4: Gross average earnings by industry - non-manual workers”

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
Agriculture 37,213 46,536 54,398 66,041 77,811 83,534 92,018 108,454 125,076 135,845
Mining and quarrying 72,363 86,851 101,708 130,340 138,398 158,687 186,241 210,590 220,839 240,556
Manufacturing 53,464 64,638 79,225 99,868 118,989 135,325 158,394 183,055 203,115 225,610
Electricity, gas, steam,
water supply 61,254 73,525 89,634 107,484 128,646 147,268 168,042 187,650 213,493 239,186
Construction 51,837 54,733 64,371 80,924 92,179 97,216 109,064 138,896 138,765 153,841
Wholesale and retail trade 46,808 54,043 67,030 81,262 97,009 102,890 123,195 139,124 158,593 172,952
Hotels and restaurants 42,503 46,812 54,839 66,337 76,985 88,168 97,173 112,104 130,510 148,598
Transport storage
and communication 45,380 54,068 67,556 84,329 101,707 120,085 136,670 158,007 181,799 199,041
Financial intermediation 64,137 72,644 90,338 115,222 143,947 167,244 192,129 218,801 244,252 276,108
Real estate, renting,
business activities 53,650 57,607 72,247 88,999 118,360 127,674 142,280 170,435 180,997 198,365
Public administration and defence;
compulsory social security 47,769 55,321 66,081 82,634 98,028 117,573 129,679 165,102 206,680 223,466
Education 36,792 40,092 44,196 54,448 64,813 79,344 87,983 105,549 139,017 175,516
Health and social work 34,238 37,488 43,046 51,704 60,113 66,801 76,896 88,339 115,463 146,862
Other 46,722 53,381 62,830 71,432 83,599 94,482 108,976 123,172 150,961 175,451
Total 45,336 52,250 62,309 77,202 92,711 106,962 121,779 143,753 169,862 193,274
" See Table 7.2.

Table 7.5: Gross average earnings distribution by industry”

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
Agriculture 72.6 76.8 74.9 73.7 720 693 676 69.6 688 651
Mining and quarrying 1274 1305 1283 1344 1254 1241 1288 1229 1132 108.7
Manufacturing 95.8 99.7 100.7 100.6 99.1 989 1006 977 928 904
Electricity, gas, steam
and water supply 1236 1306 1335 1322 1333 1354 1364 131.0 1269 1270
Construction 89.3 837 820 819 799 735 73.3 770 704 684
Wholesale and retail trade 97.0 93.3 97.1 93.8 925  86.7 88.7 875 870 84.2
Hotels and restaurants 82.6 75.5 75.3 71.6 685 649 646 658 66.2 63.8
Transport, storage
and communication 1046 1065 110.0 1105 1123 1143 1127 1105 106.6 103.9
Financial intermediation 1846 183.0 189.5 199.2 210.2 2142 2161 2086 197.0 199.6
Real estate, renting,
business activities 112.8 1072 1105 106.8 119.7 1158 1153 1176 109.2 105.8
Public administration and defence;
compulsory social security 118.0 1179 1143 1141 1117 1203 1180 1272 1371 1318
Education 94.0 89.6 833 86.4 883 944 927 943 1051 1184
Health and social work 86.8 83.4  80.1 79.2 779 76.6 779 76.1 843 94.7
Other 1021 1025 1022 952 943 922 91.1 885 911 94.2

" National average = 100.
Note: See the note of Table 7.2.
Source: KHS, IMS.
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1995 2003

Hotels and restaurants
Agriculture
Construction
Wholesale and retail trade

Manufacturing

Health and social work
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Real estate, renting, business activities
Mining and quarrying
Education
Electricity, gas, steam and water supply

Public administration and defence
Financial intermediation
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Figure 7.2: Gross real earnings as a percentage of national average, by industry, 1995, 2003
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Table 7.6: The composition of full-time employees and average earnings by gender
in major branches of the economy in 2003

Males Females Together
Composi-  Average  Composi-  Average  Composi-  Average Female/
Industries tion earning tion earning tion earning  male earn-
o HUF/per- o HUF/per- Y HUF/per-  ings ratio
0 (] 0
son, month son, month son, month

Agriculture 6.9 93,280 2.0 84,563 4.5 91,374 90.7
Fishing 0.1 71,254 0.0 69,179 0.0 71,085 97.1
Mining and quarrying 0.6 148,024 0.1 126,358 0.3 145,785 85.5
Manufacturing 31.2 137,198 21.3 103,562 26.4 123,808 75.5
Electricity, gas, steam, water supply 4.0 177,755 1.4 148,701 2.1 170,539 83.7
Construction 7.8 96,602 1.1 108,013 4.5 97,988 111.8
Wholesale and retail trade 11.3 133,989 10.9 103,590 11.2 119,399 77.3
Hotels and restaurants 1.7 109,315 2.5 81,444 2.1 92,883 74.5
Transport, storage and communication ~ 12.3 151,478 5.8 139,400 9.1 147,693 92.0
Financial intermediation 1.0 374,566 3.0 207,629 2.0 252,335 55.4
Real estate, renting, business activities 5.9 164,938 5.2 137,650 55 152,365 83.5
Public administration and defence,

compulsory social security 5.1 187,193 12.4 148,943 8.7 160,335 79.6
Education 5.1 182,553 18.3 148,469 11.6 156,136 81.3
Health and social work 4.0 153,726 13.4 128,077 8.6 134,807 83.3
Other 2.8 139,190 2.5 124,970 2.6 132,544 89.8
Total 100.0 143,290 100.0 127,939 100.0 135,742 89.3

Source: FH-BT.

Table 7.7: The composition of full-time employees and average earnings in the economy

by gender and level of education in 2003

Males Females Together
Composi-  Average ~ Composi-  Average  Composi-  Average Female/
Level of education tion earning tion earning tion eamning  male earn-
. HUF/per- . HUF/per- . HUF/per-  ings ratio
% % %
son, month son, month son, month
Primary school 0-7 classes 0.6 86,933 0.6 83,287 0.6 85,007 95.8

Finished primary school (8 classes) 14.2 90,192 18.2 79,756 16.2 84,409 88.4

Vocational school

(2yrs) 2.6 88,539 2.4 86,882 25 87,747 98.1

Vocational school (3 yrs) 38.9 99,650 14.8 81,124 27.0 94,655 81.4
Vocational secondary school 15.2 134,636 22.5 119,232 18.8 125,562 88.6
General secondary school 5.6 132,184 14.7 118,828 10.0 122,590 89.9
Technical secondary school 5.1 155,856 2.2 138,591 3.7 150,753 88.9
College 8.9 259,501 17.6 187,489 13.2 212,264 72.2
University 9.0 333,561 6.8 268,243 79 305,903 80.4
Total 100.0 143,290 100.0 127,939 100.0 135,742 89.3

Source: FH-BT.
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Table 7.8: The composition of full-time employees and average earnings in the budgetary sector
by gender and level of education in 2003

Males Females Together
Composi-  Average  Composi-  Average  Composi-  Average Female/

Level of education tion earning tion earning tion earning  male earn-

% HUF/per- . HUF/per- Y HUF/per-  ings ratio

son, month son, month son, month

Primary school 0-7 classes 0.5 101,055 0.7 96,070 0.7 97,079 95.1
Finished primary school (8 classes) 11.7 96,123 15.5 83,999 14.6 86,513 87.4
Vocational school (2 yrs) 1.0 102,951 1.6 106,935 1.4 106,214 103.9
Vocational school (3 yrs) 17.0 103,899 6.9 96,857 9.3 100,111 93.2
Vocational secondary school 11.6 127,248 19.8 120,017 17.7 121,237 94.3
General secondary school 1.7 130,020 13.8 119,733 12.2 121,392 92.1
Technical secondary school 1.9 140,014 1.0 145,436 1.2 143,236 103.9
College 215 211,225 30.6 178,486 28.3 184,889 84.5
University 27.0 278,471 10.1 242,622 14.4 259,831 87.1
Total 100.0 178,539 100.0 142,966 100.0 152,113 80.1

Source: FH-BT.

Table 7.9: The composition of full-time employees and average earnings in the competitive sector
by gender and level of education in 2003

Males Females Together
Composi-  Average  Composi-  Average  Composi-  Average Female/

Level of education tion earning tion earning tion earning  male earn-

% HUF/per- % HUF/per- y HUF/per-  ings ratio

0 0 0

son, month son, month son, month

Primary school 0-7 classes 0.6 84,566 0.6 70,256 0.6 78,940 83.1
Finished primary school (8 classes) 14.6 89,342 20.5 77,091 16.9 83,632 86.3
Vocational school (2 yrs) 2.8 87,638 3.1 78,562 29 83,972 89.7
Vocational school (3 yrs) 42.7 99,348 21.4 76,949 34.6 94,014 715
Vocational secondary school 15.9 135,602 24.8 118,713 19.3 127,259 87.5
General secondary school 5.2 132,757 15.3 118,154 9.1 123,280 89.0
Technical secondary school 5.7 156,823 33 136,873 4.8 151,586 87.3
College 6.7 287,206 6.9 220,664 6.8 261,224 76.8
University 5.8 379,540 41 320,474 5.1 361,395 84.4
Total 100.0 136,990 100.0 115,504 100.0 128,734 84.3

Source: FH-BT.
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Table 7.10: Wages, sales prices and productivity in industry

Real earnings

Average gross Producer price  Index of produc- .
Year ; . - deflated with the
earnings index tivity producer prices

1989 118.6 115.4 100.7 102.8
1990 123.0 122.0 95.0 100.8
1991 127.6 132.6 93.7 96.2
1992 124.4 112.3 95.3 110.8
1993 124.9 110.8 1134 112.7
1994 123.3 111.3 115.7 110.8
1995 121.1 128.9 110.9 93.9
1996 121.7 121.8 107.5 99.9
1997 121.8 120.4 113.8 101.2
1998 116.6 111.3 111.9 104.8
1999 115.5 105.1 109.9 109.9
2000 115.0 111.7 116.7 103.0
2001 114.4 105.2 105.5 108.7
2002 112.5 98.2 104.2 114.8
2003 109.3 102.4 110.2 106.7
Source: KSH IMS. Prices and productivity: KSH.

= |ndex of productivity === Real earnings deflated with the producer prices

20

oL
1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Figure 7.3: Index of productivity and real earnings deflated by the producer price index
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Table 7.11: Minimum wage

Date Monthly average (HUF) Average gross earnings = 100
1992.1. 1. 8,000 35.8
1993.11. 1. 9,000 33.1
1994.11. 1. 10,500 30.9
1995.1II. 1. 12,200 314
1996. 1I. 1. 14,500 31.0
1997.1. 1. 17,000 29.7
1998. 1. 1. 19,500 28.8
1999.1. 1. 22,500 29.1
2000. 1. 1. 25,500 29.1
2001. 1. 1. 40,000 38.6
2002. 1. 1. 50,000 40.8
2003. 1. 1. 50,000 36.4
2004.1. 1. 53,000 37.2
* January-July monthly averages.
Source: KSH.
[ Monthly average minimum wage == Average gross earnings = 100
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Figure 7.4: Minimum wage, average gross earnings = 100
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Table 7.12: National wage agreements”

Recommendation Actual indexes
Year Minimum Maximum Public sector  Corporate sector
1992 113.0 128.0 120.1 126.6
1993 110.0-113.0 125.0 114.4 125.1
1994 113.0-115.0 121.0-123.0 127.0 123.4
1995 - - 110.7 119.7
1996 113.0 124.0 114.6 123.2
1997 114.0 122.0 123.2 121.8
1998 113.5 116.0 118.0 118.5
1999 112.0 115.0 119.2 114.8
2000 108.5 111.0 112.3 114.2
2001 122.9 116.3
2002 108.0 110.5 129.2 113.3
2003 117.5 108.9

" Gross average wage increase: actual rates and recommendations by the Council of the
Reconciliation of Interests.
Source: KSH, Ministry of Employment Policy and Labour.

Table 7.13: Industrial and firm-level wage agreements

Branch Corporate
Year Number In t(r;)orgﬁ)and Number In t(r;)orgﬁ;and
1992 24 874.5 391 567.0
1993 12 232.1 394 592.4
1994 12 207.6 490 555.6
1995 7 88.0 816 490.9
1996 12 201.0 594 512.7
1997 12 210.0 598 488.3
1998 33 342.0 843 651.0
1999 41 328.8 827 387.5
2000 n.a. n.a. n.a. n.a.
2001 n.a. n.a. n.a. n.a.
2002 18 76.1 532 280.0
2003 22 88.9 545 316.6

Note: 1992-97: reported wage agreements; 1998-1999: collective agreements contain-
ing wage agreements.
Source: Ministry of Employment Policy and Labour.

195



STATISTICAL DATA

Table 7.14: Percentage of low paid workers” by gender, age groups, level of education and industries

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
By genders
Males 16.93 16.05 15.20 1555 18.08 18.11 18.84 22.06 20.65 22.28 24.75
Females 21.27 25.63 24.75 26.46 25.72 2586 26.41 26.81 2496 22.46 21.59
Together 19.22 20.78 19.94 21.01 2187 2200 22.67 2439 22.719 2237 23.20
By age groups
=24 39.59 4241 40.18 37.78 39.14 37.71 3791 37.01 35.47 37.58 39.90
25-54 16.85 18.65 17.96 19.43 20.19 2057 21.32 22.84 2193 21.78 22.28
55+ 12.74 11.38 10.27 11.00 1184 1268 17.18 19.84 18.08 16.21 15.31
By level of education
1-8 classes of primary school 40.37 37.60 40.12 40.60 42.94 4394 4340 40.36 38.30 37.10
Vocational schools 2585 24.66 23.74 27.01 2691 28.64 3120 29.35 32.14 35.39
Secondary schools 12.02 1293 13.08 1397 1416 1541 1882 1796 16.47 17.73
Higher education 193 3.09 321 303 341 322 467 466 358 354
By industries
Agriculture 3194 3842 3210 30.06 36.65 36.67 38.08 38.02 34.27 37.88 37.26
Manufacturing 16.35 18.92 16.35 15.82 1853 1891 1891 20.02 19.14 19.41 25.43
Construction 15.70 23.27 2352 26.73 32.73 3261 36.67 42.93 41.65 4484 4981
Trade 25.09 30.41 3192 31.68 3596 37.72 36.78 42,78 4127 4396 49.04
Transport and communication 861 1033 858 848 876 882 898 11.33 10.58 10.46 13.58
Finance and business services 1417 16.43 17.94 17.04 19.88 19.92 21.08 25.26 22.57 20.69 23.08
Public administration 1754 16.40 17.00 25.93 1898 1554 1598 13.69 13.79 9.27 6.60
Education 21.23 19.02 20.62 2555 21.69 23.19 23.83 2149 2262 16.03 477
Health 2894 2164 2515 2593 2413 2578 28.04 26.72 1992 16.11 6.28
" Percentage of those who earn less than 2/3 of the median earning.
Source: FH-BT.
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Figure 7.5: The composition of low paid workers by gender and age groups
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STATISTICAL DATA

Table 7.15: The differentiation of gross monthly earnings by gender, ratios of deciles, 1992-2003

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
Males and females
together
D9/D5 200 204 208 208 210 217 218 222 229 226 233 229
D5/D1 1.79 177 188 186 190 192 193 197 215 187 175 198
D9/D1 358 361 391 388 4.01 417 421 438 492 424 409 455
Males
D9/D5 200 207 213 212 214 223 225 232 213 240 250 253
D5/D1 180 181 188 186 1.89 2.01 2.00 2.08 239 2.04 181 206
D9/D1 359 374 400 393 404 448 450 482 508 489 452 522
Females
D9/D5 193 200 200 199 200 202 203 204 209 203 215 210
D5/D1 .71 173 181 182 183 182 183 187 197 175 170 1.89
D9/D1 331 347 363 361 366 366 371 380 412 356 366 397
Source: FH-BT.
=== D9/D5 = D5/D1 = D9/D1
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Figure 7.8: The differentiation of gross monthly earnings, 1992-2003



EDUCATION

Table 8.1: School leavers by level of education

Year Primary Vocational Secondary College
school school! school and university
1980 119,809 49,232 43,167 14,859
1989 170,891 53,724 52,573 15,699
1990 164,614 54,933 53,039 15,963
1991 158,907 59,302 54,248 16,458
1992 151,287 66,261 59,646 16,201
1993 144,200 66,342 68,607 16,223
1994 136,857 62,902 68,604 18,041
1995 122,333 57,057 70,265 20,024
1996 120,529 54,209 73,413 22,128
1997 116,708 46,868 75,564 24,411
1998 113,651 42,866 77,660 25,338
1999 114,302 38,822 73,965 27,049
2000 114,250 35,500° 72,200° 28,300¢
2001 114,200° 33,500° 70,441 29,746
2002 113,923 26,941 69,612 30,785
2003 117,747 26,472 71,944 31,911

1 Vocational and specialized secondary schools.
* Estimated data.

Note:

Primary school: completed the 8th grade. Other levels: received certificate. Ex-

cludes special schools.

Source: OM STAT.
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Figure 8.1: Full time studens as a percentage of the different age groups
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STATISTICAL DATA
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Table 8.2: Pupils/students entering the school system, by level of education

Year Primary Vocational Secondary College
school school* school and university
1980 171,347 60,865 57,213 17,886
1989 128,542 91,767 84,140 20,704
1990 125,665 87,932 83,939 22,662
1993 125,679 76,977 87,657 35,005
1994 126,032 77,146 87,392 37,934
1995 123,997 65,352 82,665 42,433
1996 124,554 58,822 84,713 44,698
1997 127,214 53,083 84,395 45,669
1998 125,875 39,965 86,868 48,886
1999 121,424 33,570 89,184 51,586
2000 117,000 33,900 90,800° 54,100
2001 112,144 34,210 92,393 56,709
2002 112,345 33,497 94,256 57,763
2003 114,020 33,394 92,817 59,699
1 Vocational and specialized secondary schools.
¢ Estimated data.
Note: Excludes special schools.
Source: OM STAT.
= outflow == inflow
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Figure 8.2: Flows of the educational system by level



EDUCATION

Table 8.3: The number of full time pupils/students by level of education

Year Primary Vocational Secondary College
school school! school and university
1980/81 1,162,203 162,709 203,238 64,057
1989/90 1,183,573 213,697 273,511 72,381
1990/91 1,130,656 222,204 291,872 76,601
1993/94 1,009,416 198,859 330,586 103,713
1994/95 985,291 185,751 337,317 116,370
1995/96 974,806 172,599 349,299 129,541
1996/97 965,998 158,407 361,395 142,113
1997/98 963,997 143911 368,645 152,889
1998/99 964,248 128,203 376,626 163,100
1999/00 960,601 117,038 386,579 171,516
2001/02 905,932 123,954 420,889 184,071
2002/03 893,261 123,341 426,384 193,155
2003/04 874,296 123,206 437,909 204,910

1 Vocational and specialized secondary schools.
Note: Excludes special schools.

Source: OM STAT.

100 100

Il College and university
[ ] Secondary school
I Vocational school

I Primary school

01989 1991 1993 1995 1997 1999 2001 20030

Figure 8.3: The percentage of sharing the pupils/students in the educational system
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STATISTICAL DATA

Table 8.4: The number of pupils/students not in full time by level

Year Primary Vocational Secondary College
school school school and university
1980/81 15,627 - 130,332 37,109
1989/90 13,199 - 75,581 28,487
1990/91 11,536 - 68,162 25,786
1991/92 11,724 - 66,204 23,888
1992/93 10,944 - 70,303 25,078
1993/94 8,982 - 76,335 30,243
1994/95 6,558 - 81,204 38,290
1995/96 5,205 - 75,891 50,024
1996/97 4,099 - 74,653 56,919
1997/98 3,165 - 78,292 80,768
1998/99 3,016 - 84,862 95,215
1999/00 3,146 - 88,462 107,385
2000/01 2,940 - 91,700 118,994
2001/02 2,793 2,453 95,231 129,167
2002/03 2,785 3,427 93,172 148,032
2003/04 3,190 3,216 93,322 162,037

Source: OM STAT.
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EDUCATION

Table 8.5: Number of secondary school pupils by type of school and field of training

Vocational school Secondary vocational school
Field of training enrolled thSSEd YoLa enrolled pz_assed voca-
ional exam tional exam

1990/1991
Teacher training and education - - 5,052 1,168
Arts - - 2,628 462
Business and administration 31,279 8,700 41,996 7,242
Engineering, manufacturing

and construction 153,213 37,636 82,754 13,297
Agriculture 18,586 4,226 7,281 1,677
Healht and welfare 6,549 . 17,163 3,202
Services 11,893 3,060 11,478 1,821
Total 221,520 53,622 168,352 28,869
2002/2003
Teacher training and education 119 48 520 282
Arts 3,044 1,271 7,233 756
Social sciences 66 - 558 53
Business and administration 8,220 3,977 22,620 10,315
Science - - 579 145
Informatics 1,012 733 11,411 4,510
Engineering, manufacturing

and construction 37,816 14,118 12,832 7,876
Agriculture 5,784 1,950 2,057 1,654
Healht and welfare 2,345 981 8,056 3,456
Senvices 15,795 6,031 14,475 5,821
Total 74,201 29,109 80,341 34,868
2003/2004
Teacher training and education 135 36 600 291
Arts 3,047 1,019 8,669 1,258
Social sciences 89 6 953 108
Business and administration 8,109 3,417 25,322 10,045
Science - - 533 226
Informatics 886 608 11,416 4,490
Engineering, manufacturing

and construction 37,784 13,510 15,144 5,601
Agriculture 5,330 2,102 1,430 404
Health and welfare 2,578 770 8,464 3,557
Services 16,641 6,083 15,966 6,007
Total 74,599 27,551 88,497 31,987

Source: OM STAT.
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STATISTICAL DATA

Table 8.6: Number of students by field of training

1990/1991 2002/2003 2003/2004

) . Of which: Of which: Of which:
Field of training Enrolled full time Enrolled full time Enrolled full time
Teacher training and education 37,571 26,891 49,938 26,853 50,685 26,014
Arts 1,213 1,065 4,819 4,298 4,836 4,402
Humanities 1,992 1,182 23,941 19,370 25,375 20,335
Social sciences 4,381 3,170 33,854 22,147 42,112 27,170
Business and administration 9,471 4,755 78,301 26,990 87,057 29,814
Law 4,738 3,128 17,935 9,423 18,096 9,643
Science 1,647 1,617 5,917 5,836 6,338 6,217
Informatics 2,662 1,823 13,048 8,227 14,346 9,136
Engineering, manufacturing and construction 20,223 16,685 50,590 33,791 50,368 34,584
Agriculture 5,032 4,416 12,434 6,962 12,623 7,045
Health and welfare 9,960 9,222 27,106 16,998 30,363 18,123
Services 3,497 2,647 23,304 12,260 24,748 12,427
Total 102,387 76,601 341,187 193,155 366,947 204,910

Source: OM STAT.

Table 8.7: Number of high school applicants, full time

Admitted as a Applied Admitted

Year Applied Admitted ~ percentage of  as a percentage of the secondary

applied school graduates in the given year
1980 33,339 14,796 44.4 77.2 34.3
1989 44,138 15,420 349 84.0 29.3
1990 46,767 16,818 36.0 88.2 317
1991 48,911 20,338 41.6 90.2 375
1992 59,119 24,022 40.6 99.1 40.3
1993 71,741 28,217 39.3 104.6 411
1994 79,805 29,901 375 116.3 43.6
1995 86,548 35,081 40.5 123.2 49.9
1996 79,369 38,382 48.4 108.1 52.3
1997 81,924 40,355 49.3 108.4 534
1998 81,065 43,629 53.8 104.4 56.2
1999 82,815 44,538 53.8 112.0 60.2
2000 82,957 45,546 54.9 114.9 63.1
2001 84,380 49,874 59.1 119.8 70.8
2002 88,978 52,552 59.1 127.8 75.5
2003 87,110 52,703 60.5 121.1 733

Source: OM STAT.
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EDUCATION

Table 8.8: Life-long learning (LLL) by gender and labour market status

Participation in LLL Of which:
school outof- . thhhoglugr?g any other

Labour-market status persons  percent  based school learnin informal combinations

education education 8 learni of education

earning

Male
Employed 298,280 14,0 52,190 81,052 115,165 32,612 17,261
Unemployed 14,273 10,3 4,605 4611 3,253 599 1,205
Inactive not in full time education 21,764 2,2 3,068 992 16,580 366 758
Female
Employed 325,560 18,2 70,205 93,374 99,159 38,463 24,359
Unemployed 18,440 18,1 5,272 7,767 2,452 1,136 1,813
Inactive not in full time education 41,703 2,5 3,744 5,943 30,129 1,435 452
Together
Employed 623,840 159 122,395 174,426 214,324 71,075 41,620
Unemployed 32,7113 13,6 9,877 12,378 5,705 1,735 3,018
Inactive not in full time education 63,476 2,4 6,812 6,935 46,709 1,801 1,210

Source: LFS LLL ad-hoc modul.

Table 8.9: Population aged 7 years and over by highest education attained and gender, per cent

Secondary school with-

University, high school,

Primary school out general certificate, Secondary school etc
without profession '
Year Total less than 8 9-10% 11-12t Completed completed with .Wlth
the 8" without general psrig';]e;' without agljpmrgnhir
grapdlgtg(()jm grade completed cegﬁri]f?crglte certificate  qualifica- diploma qua]ifica-
tion tion
Male
1930  100.0 88.0 6.2 . . - 37 2.1
1980  100.0 37.2 24.3 29 0.8 14.6 5.1 79 0.9 6.4
2001 100.0 17.7 23.9 2.7 1.8 235 6.1 11.7 22 10.3
Female
1930  100.0 89.8 8.6 . . - 1.4 0.2
1980  100.0 445 21.7 2.7 0.9 5.2 1.4 6.9 0.8 39
2001 100.0 22.0 28.4 2.7 1.5 10.5 11.1 11.9 2.3 9.4
Total
1930  100.0 88.9 7.4 . . - 2.6 1.1
1980  100.0 41.0 26.1 2.8 0.8 9.7 6.3 7.4 0.9 5.1
2001 100.0 20.0 26.3 2.7 1.7 16.7 8.7 11.8 22 9.8

Source: CSO Census.
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STATISTICAL DATA

Table 8.10: Population by education and age groups, as a percentage of the population in the same age group

Age group Not even the first grade of primary school completed At least the 8th grade of primary school completed
1930 1960 1970 1980 1990 2001 1930 1960 1970 1980 1990 2001
10-11 1.8 1.9 1.3 1.1 1.7 0.9 - - - - - -
12-14 2.5 1.3 0.7 0.8 1.2 0.8 - - - - - -
15-19 4.1 1.4 0.6 0.7 0.6 0.6 147 723 904 936 940 937
20-24 6.3 1.9 0.8 0.6 0.7 0.4 146 619 909 9.1 968 979
25-29 5.1 1.9 1.0 0.5 0.8 0.5 155 478 819 957 965 979
30-34 5.0 1.6 1.5 0.6 0.7 0.5 153 370 697 940 963 978
35-39 6.6 1.5 1.5 0.8 0.7 0.6 141 265 575 879 964 975
40-44 8.1 1.8 1.3 1.1 0.8 0.7 136 269 466 775 952  97.0
45-49 9.5 34 1.2 1.1 1.0 0.6 121 200 347 653 906 974
50-54 124 5.1 1.4 0.9 1.4 0.6 112 167 315 497 812 967
55-59 16.4 4.1 29 0.9 1.4 0.8 95 162 220 362 675 937
60-64 22.2 4.8 4.4 1.1 1.3 1.0 80 150 176 323 503  86.7
65-69 26.6 6.6 3.6 2.1 1.2 1.0 72 136 165 229 367 73.7
70-74 321 8.2 4.3 33 1.6 0.8 6.1 126 154 185 332  60.8
75- 370 109 6.6 3.2 41 1.2 52  10.8 141 173 230 405
Total 9.3 3.2 1.9 1.1 1.2 0.7 129 328 513 661 781 888

Source: CSO Census.

Table 8.11: Population by education and gender

Male Female Male Female Male Female Male Female

At least secondary school

Not even the first grade of At least the 8th grade of University, high school, etc.

Age group primary school completed  primary school completed with general certificate with diploma completed
completed

7-9 29.4 26.8 - - - - - -
10-14 0.9 0.8 5.1 6.6 - - - -
15-19 0.6 0.5 92.7 94.8 13.6 17.6 - -
20-24 0.5 0.4 97.7 98.0 43.5 58.7 4.2 7.1
25-29 0.5 0.4 97.9 97.9 311 53.1 12.2 17.4
30-34 0.6 0.5 98.0 97.7 37.4 52.5 13.3 17.3
35-39 0.6 0.6 97.8 97.1 37.3 51.9 14.0 18.1
40-44 0.6 0.7 97.5 96.6 34.9 49.3 13.4 16.4
45-49 0.5 0.6 97.7 97.1 35.9 48.7 14.0 14.7
50-54 0.5 0.7 97.0 96.4 40.2 48.5 15.8 12.9
55-59 0.6 0.9 94.7 92.9 38.3 38.6 16.6 11.6
60-64 0.8 1.0 89.3 84.8 31.8 27.4 13.4 6.6
65-69 0.9 1.2 80.8 68.8 28.8 18.6 13.9 4.7
70-74 0.7 0.9 71.3 54.3 29.3 13.9 14.0 35
75-79 0.7 0.9 55.4 36.2 25.3 10.0 11.5 2.3
80-84 0.7 1.1 51.7 34.5 24.6 9.3 11.2 2.0
85- 1.6 2.7 435 30.5 20.5 7.8 10.4 1.8
Total 1.8 1.7 82.3 78.0 30.3 34.8 10.3 9.4

Source: CSO Census.
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Table 8.12: Persons in employment by highest education obtained, per cent

Educational attainment 1980 1990 2001
Primary school less than the 8" grade completed 18.5 5.2 0.8
Primary school 8" grade completed 35.4 33.4 19.6
Together 53.9 38.6 20.4
Secondary school without general certificate,

with professional qualification completed 16.9 24.4 28.8
Secondary school with general certificate completed 21.1 24.8 325
Together 38.0 49.2 61.3
University, high school, etc. completed 8.1 12.3 18.3
Total 100.0 100.0 100.0

Source: CSO Census.

Table 8.13: Economic activity by highest education level and gender

Persons in employment as a percentage of the

given group of population

of population

Persons in employment as a
percentage of the given group

1980 1990 2001 1990 2001
0-7 grades of primary school completed
Male 22.0 8.3 1.5 9.1 2.6
Female 15.3 4.4 0.8 4.7 1.3
Together 18.4 6.2 1.1 6.7 1.9
Primary school 8% grade completed
Male 72.2 55.5 28.1 58.2 35.7
Female 56.5 44.7 22.3 45.9 25.9
Together 63.6 49.6 24.8 51.5 30.2
Secondary school without general certificate, with professional qualification completed
Male 99.2 95.2 .7 97.6 81.2
Female 75.6 76.7 58.5 78.3 65.5
Together 92.7 89.4 67.3 91.6 76.0
Secondary school with general certificate completed
Male 82.1 75.2 59.5 76.8 63.7
Female 73.6 70.8 52.4 71.8 56.3
Together 77.5 2.7 55.4 73.9 59.3
University, high school, etc. completed
Male 86.1 78.1 72.6 78.8 74.3
Female 83.3 75.2 72.1 75.6 73.7
Together 85.0 76.7 72.4 773 74.0
Total
Male 55.3 50.4 4.3 52.1 46.6
Female 39.9 37.4 31.6 38.1 34.6
Together 47.3 43.6 36.2 44.9 40.3

Source: CSO Census.
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STATISTICAL DATA

Table 8.14: Persons in employment by major groups of occupations and highest education

Primary school Secondary school
Ietshsetgte: n & ge\:]’cletrrla(l)ljcter with  College or
Major groups of occupations Total grade grad(_e k ficate,_wi th %Z?tei:‘il Cu()ng&ggj
€M leted professional cate
pleted qualification

1980

Legislators, senior government and NGO officials 100.0 2.7 15.7 5.6 439 32.1
Professionals 100.0 0.4 4.8 1.5 26.0 67.4
Other occupations requiring higher or secondary education ~ 100.0 1.8 15.4 3.8 73.3 5.7
Office clerks 100.0 2.2 38.5 1.7 50.3 1.3
Services workers 100.0 15.1 46.7 25.4 12.5 0.3
Agricultural and forestry workers 100.0 52.3 38.8 5.8 29 0.2
Craft and related trades workers 100.0 14.3 373 35.7 12.5 0.3
Machine operators, assemblers 100.0 19.7 54.0 18.9 7.2 0.2
Unskilled labourers 100.0 49.3 43.8 4.6 2.3 0.1
Armed forces . . . . . .
Together 100.0 18.5 35.4 16.9 211 8.1
1990

Legislators, senior government and NGO officials 100.0 0.2 8.2 6.5 40.2 449
Professionals 100.0 0.0 1.6 0.8 19.2 78.4
Other occupations requiring higher or secondary education ~ 100.0 0.3 10.4 7.0 741 8.1
Office clerks 100.0 0.3 28.2 14.7 55.1 1.6
Services workers 100.0 2.3 31.7 36.8 21.5 1.7
Agricultural and forestry workers 100.0 19.2 53.8 18.6 7.4 1.1
Craft and related trades workers 100.0 3.7 35.2 459 14.5 0.7
Machine operators, assemblers 100.0 5.6 h3.1 30.3 10.4 0.6
Unskilled labourers 100.0 20.9 64.2 11.2 3.4 0.2
Armed forces 100.0 1.0 19.4 20.7 34.3 24.5
Together 100.0 5.2 334 24.4 24.8 12.3
2001

Legislators, senior government and NGO officials 100.0 0.1 4.0 10.0 40.0 459
Professionals 100.0 0.0 0.2 0.3 15.4 84.1
Other occupations requiring higher or secondary education ~ 100.0 0.0 8.6 11.0 65.2 15.3
Office clerks 100.0 0.2 12.3 11.4 69.7 6.5
Services workers 100.0 0.5 20.9 38.9 35.9 39
Agricultural and forestry workers 100.0 4.1 425 31.6 17.8 4.1
Craft and related trades workers 100.0 0.6 20.7 56.9 20.6 1.1
Machine operators, assemblers 100.0 0.8 37.1 44.5 17.0 0.6
Unskilled labourers 100.0 5.1 60.3 24.7 9.4 0.5
Armed forces 100.0 0.1 6.1 20.7 445 28.6
Together 100.0 0.8 19.6 28.8 325 18.3

Source: CSO Census.
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Table 8.15: Employees by selected groups of occupations and highest education level,
as a percentage of total number of persons employed

1980 1990 2001
Higher Higher Higher
Selected groups of occupations Primary oﬁgg-ry educa- Primary oﬁgg-ry educa- Primary oﬁsg-ry educa-
tion tion tion

General managers of business

and budgetary organisations 19.0 503 30.7 87 414 440 36 476 488
General managers of small enterprises . . . . . . b7 59.8 345
Natural science and engineering 27 253 720 19 175 807 0.0 140 86.0
Human health 208 305 487 0.4 43 954 0.0 84 916
Welfare and labour market . . . . . . 0.0 300 70.0
Teaching 14 242 744 05 11.0 884 0.0 83 917
Law, social science professionals 58 36.0 583 39 368 59.3 00 284 716
Technicians 150 753 9.7 98 766 136 70 753 177
Personal care workers, medical assistants 186 79.1 23 122 834 44 143 822 35
Welfare and labour market services occupations . . . . . . 226 603 17.0
Teaching associate professionals 132 728 139 114 751 135 122 703 175
Legal, life and property protection

services ass. professionals 396 461 143 228 579 193 6.4 599 337
Clerical occupations in business and finances ~ 19.1  77.9 3.0 110 825 6.6 57 715 168
Office and management clerks 39.0 595 15 274 709 1.7 . . .
Management clerks 49.7 498 0.6 333 655 12 105 822 7.3
Trade and restaurant workers 504  49.1 04 338 641 21 184 715 4.1
Transport, postal services, communication 83.0 168 02 627 36.8 04 271 700 2.9
Non-material services’ workers 47 251 0.2 481 507 12 260 70.3 3.7
Skilled agricultural workers 91.9 79 02 737 252 1.1 472 487 41
Skilled forestry, farming, fishery, etc. 80.4 193 03 665 330 05 411 565 2.3
Miners 778 219 02 555 440 05 284 704 1.2
Food- processing occupations 716 283 01 603 394 04 386 60.6 0.9
Light-industrial occupations 64.7 351 02 464 529 0.7 254 731 1.5
Ferrous and metal processing workers 414 582 04 311 681 08 171 818 11
Handicrafts and miscellaneous industry,

warehouse workers, laboratory assistants 739 258 03 630 36.2 08 299 683 1.8
Construction workers 423 575 02 301 694 05 182 812 0.6
Machine operators in manufacturing 76.3 235 02 633 361 06 443 552 0.5
Plant operators 818 178 03 612 379 09 368 621 11
Mobile machine operators, drivers 703 295 0.2 bH54 440 06 321 672 0.7
Elementary service occupations 91.9 8.0 01 847 151 0.2 654 341 0.5
Agricultural and forestry elementary occupations 97.7 2.3 0.1 909 9.0 0.1 652 343 0.5

Source: CSO Census.
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Table 8.16: Persons in employment by industry and highest educational attainment

Primary school Secondary school
Ietshsetgte: n & ge\:]’cletrrla(l)ljcter with  College or

Major groups of occupations Total grade grad(_e k ficate,_wi th %Z?tei:‘il Cu()ng&ggj

€M leted professional cate

pleted qualification
1980
Agriculture, hunting, forestry, fishing 100.0 36.2 37.2 13.6 9.5 3.6
Mining, quarrying 100.0 19.5 39.2 19.1 17.8 4.5
Manufacturing 100.0 16.1 40.4 18.1 20.6 4.8
Electricity, gas and water supply 100.0 16.1 34.8 19.0 245 5.5
Construction 100.0 18.6 323 304 15.6 3.2
Wholesale and retail trade, repair 100.0 11.1 33.4 235 21.3 4.8
Hotels and restaurants 100.0 16.1 36.6 21.0 22.1 4.3
Transport, storage and communication 100.0 13.4 40.3 17.5 249 39
Financial intermediation 100.0 4.0 14.2 1.8 69.3 10.7
Real estate, renting and business activities 100.0 9.6 24.2 10.3 34.5 215
Public administration and defence, compulsory social security 100.0 9.8 21.7 9.1 35.1 18.4
Education 100.0 8.2 18.2 2.8 25.6 45.3
Health and social work 100.0 10.7 33.6 8.2 31.2 16.3
Other community, social and personal service activities 100.0 17.9 28.5 14.7 25.1 13.8
Total 100.0 18.5 35.4 16.9 211 8.1
1990
Agriculture, hunting, forestry, fishing 100.0 11.4 43.9 24.8 14.4 5.5
Mining, quarrying 100.0 5.1 36.1 319 20.7 6.2
Manufacturing 100.0 5.0 394 26.2 229 6.6
Electricity, gas and water supply 100.0 4.2 31.2 28.1 28.0 8.6
Construction 100.0 6.0 31.2 39.9 17.4 5.6
Wholesale and retail trade, repair 100.0 2.4 21.4 30.6 31.8 7.8
Hotels and restaurants 100.0 35 32.7 29.2 218 6.9
Transport, storage and communication 100.0 3.7 34.9 25.9 29.4 6.0
Financial intermediation 100.0 0.7 10.3 4.3 68.6 16.1
Real estate, renting and business activities 100.0 2.8 24 14.5 329 21.5
Public administration and defence, compulsory social security 100.0 2.6 21.8 16.2 35.6 23.8
Education 100.0 2.3 18.7 5.6 18.3 55.0
Health and social work 100.0 3.3 294 15.1 32.4 19.7
Other community, social and personal service activities 100.0 71 215 20.9 27.9 16.7
Total 100.0 5.2 33.4 24.4 24.8 12.3

210



EDUCATION

Primary school Secondary school
less than m without .

Major groups of occupations Total the 8" grade g_ejneral cer- géNr:gm ﬁﬁlilvz%ii?yr

grade _ fificate, with 0 vie completed

M- leted professional —~

pleted qualification
2001
Agriculture, hunting, forestry, fishing 100.0 3.0 36.2 33.2 20.2 7.4
Mining, quarrying 100.0 0.9 23.6 41.0 26.3 8.2
Manufacturing 100.0 0.9 26.4 37.8 26.6 8.4
Electricity, gas and water supply 100.0 0.4 15.7 35.7 35.6 12.6
Construction 100.0 0.9 20.2 50.9 20.1 79
Wholesale and retail trade, repair 100.0 0.4 14.5 33.1 40.7 11.3
Hotels and restaurants 100.0 0.5 21.8 36.1 35.7 6.0
Transport, storage and communication 100.0 0.7 19.0 325 38.5 9.4
Financial intermediation 100.0 0.1 4.6 5.2 59.5 30.6
Real estate, renting and business activities 100.0 0.4 14.4 18.3 36.4 30.5
Public administration and defence, compulsory social security 100.0 0.9 12.2 15.5 428 28.6
Education 100.0 0.3 13.7 8.2 17.6 60.2
Health and social work 100.0 0.6 20.3 15.4 40.7 23.0
Other community, social and personal service activities 100.0 1.3 15.7 22.2 37.4 23.3
Total 100.0 0.8 19.6 28.8 325 18.3

Source: CSO Census.

Table 8.17: Persons in employment by status of employment and highest education attained

Primary school Secondary school
less than without general College or
Status in employment Total the 8 8"grade certificate, with  with general ~ university
grade com- completed professional quali- ~certificate  completed
pleted fication
1980
Employee 100.0 15.0 35.0 17.2 234 9.3
Member of co-operative 100.0 32.0 39.2 16.4 10.0 2.4
Entrepreneur, assisting family member ~ 100.0 49.9 31.7 10.6 6.8 1.0
Total 100.0 18.5 35.4 16.9 211 8.1
1990
Employee 100.0 4.7 32.7 23.8 25.6 13.2
Member of co-operative 100.0 10.1 42.9 25.4 16.1 5.4
Entrepreneur, assisting family member ~ 100.0 5.0 28.7 32.3 26.1 79
Total 100.0 5.2 334 244 24.8 12.3
2001
Employee 100.0 0.8 20.6 28.8 31.8 18.0
Member of co-operative 100.0 2.3 33.8 33.0 23.5 1.4
Entrepreneur, assisting family member ~ 100.0 0.6 13.1 29.0 36.5 20.8
Total 100.0 0.8 19.6 28.8 325 18.3

Source: CSO Census.
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STATISTICAL DATA

Table 8.18: Number of registered unemployed by educational level, yearly averages

Highest education level 1996 1997 1998 1999 2000 2001 2002 2003
Max. 8 classes of primary school 41.2 40.8 40.6 40.4 41.0 42.0 42.4 42.7
Vocational school 35.1 35.6 36.0 35.7 34.9 341 335 32.9
Vocational secondary school 12.7 12.8 12.9 13.2 13.2 13.1 13.2 13.1
Grammar school 8.3 8.0 7.9 8.0 8.0 1.7 1.6 1.5
College diploma, BA 2.0 2.0 1.9 2.0 21 22 2.4 2.7
University diploma, MA 0.8 0.7 0.7 0.7 0.7 0.8 0.9 1.0
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Source: FH.

Table 8.19: Number of registered unemployed school-leavers by educational level, yearly averages

Highest education level 1996 1997 1998 1999 2000 2001 2002 2003
Max. 8 classes of primary school 4.6 20.2 23.4 25.3 26.8 311 33.7 34.7
Vocational school 41.9 35.7 34.1 30.9 21.8 23.7 20.6 20.4
Vocational secondary school 27.0 239 24.2 25.0 25.4 25.3 25.5 23.2
Grammar school 21.8 15.5 14.0 13.6 13.7 12.6 11.6 10.8
College diploma, BA 3.6 3.5 3.4 4.0 4.8 5.5 6.2 1.7
University diploma, MA 11 1.1 1.0 1.2 1.5 1.8 2.4 33
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Source: FH.

Table 8.20: Persons in employment working on site of domicile and daily commuters by highest education attained

1980 1990 2001
; ; Working . Working . Working .
Highest education level Total  on site of Daily Total  onsite of Daily Total  on site of Daily
. commuter L commuter L commuter
domicile domicile domicile

Primary school less

than the 8" grade 18.5 18.2 19.2 5.2 4.7 6.7 0.8 0.9 0.7
8" grade of primary school 35.4 34.8 37.2 33.4 324 36.3 19.6 18.8 21.3
Secondary school without

general certificate, with

professional qualification 16.9 15.2 22.2 24.4 22.4 30.3 28.8 25.9 35.7
Secondary school with

general certificate 21.1 22.5 16.7 24.8 26.5 19.7 325 34.0 28.9
College or university 8.1 9.2 4.6 12.3 14.0 7.1 18.3 20.4 13.4
Total 100.0  100.0 100.0  100.0  100.0 100.0  100.0  100.0 100.0

Source: CSO Census.
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LABOUR DEMAND INDICATORS

Table 9.1: Registered vacancies’

Year Number of vacanciesat ~ Number of registered un- Vacancies per
closing day employed at closing date 100 unemployed

1989 60,429 23,760 254.3

1990 31,228 47,739 65.4

1991 14,343 227,270 6.3

1992 21,793 556,965 39

1993 34,375 671,745 5.1
1994 35,569 568,366 6.3

1995 28,680 507,695 5.6
1996 38,297 500,622 1.6

1997 42,544 470,112 9.0

1998 46,624 423,121 11.0

1999 51,438 409,519 12.6
2000 50,000 390,492 12.8
2001 45,194 364,140 12.4
2002 44,603 344,715 12.9
2003 47,239 357,212 13.2

" Monthly average stock figures.

Source: FH.
700,000 —
600,000 [~
500,000 [~
400,000 [~
300,000 [~
200,000 [ = Number of registered unemployed

— Number of vacancies
100,000 [~
0 l IR N N I N N O N (N

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Figure 9.1: Number of registered vacancies and registered unemployed
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STATISTICAL DATA

Table 9.2: Average monthly inflow of reported vacancies in 2002 and 2003 by occupation, 2 digit FEOR code

. Index,

Code Occupational groups 2002 2003 2003/2002
01  Occupations of armed forces requiring higher (third-level) qualification 0,3 1,2 468,0
02  Occupations of armed forces requiring secondary-level qualification 53,6 526,0 981,7
03 Occupations of armed forces not requiring secondary-level qualification 105,8 111 10,5
11 Legislators, senior government officials, senior officials of nation-wide

special-interest organisations 0,3 0,1 32,0
12 Senior officials of regional and local self-government, public administration,

jurisdiction and special-interest organisations 0,1 1,1 13,5
13 Managers of businesses and budgetary institutions 88,0 81,2 93,0
14 General managers of small enterprises and budgetary institutions 7,5 51 67,7
21 Engineering and natural science professionals 97,4 115,3 118,4
22 Health professionals 27,8 23,3 84,1
23 Welfare and labour market service professionals 1,1 11,2 145,6
24 Teaching professionals 126,8 100,9 79,6
25 Business, legal and social science professionals 204,9 184,8 90,2
26 Cultural, sport, artistic and religious professionals 9,7 10,5 108,6
29 Professionals N.E.C. 3,3 9,1 212,7
31  Technicians and related associate professionals 154,1 146,7 95,2
32 Health associate professionals 153,6 99,2 64,6
33 Welfare and labour market services occupations 44.4 41,8 94,2
34 Teaching associate professionals 24,3 20,3 83,8
35  Legal, life and property protection services associate professionals 71 8,8 1247
36 Business and financial intermediation clerks 255,7 236,4 92,5
37 Cultural, sport, artistic and religious associate professionals 13,6 7,6 55,8
39  Clerks N.E.C. 7,4 18,4 248,3
41 Office clerks 385,3 344,3 89,4
42 Management (consumer services) clerks 182,1 1749 96,1
51 Wholesale and retail trade, hotels and restaurants workers 1,131,2 1,111,5 98,3
52 Transport, postal and communications workers 46,8 24,4 60,7
53 Non-material service workers 3529 297,9 84,4
61  Skilled agricultural workers 304,3 197,6 64,9
62 Skilled forestry and game farming workers 18,1 18,6 102,8
63 Skilled fishery workers 0,8 2,6 310,8
64  Plant protection, plant health protection and soil conservation workers 1,0 0,9 92,0
71 Extraction workers 41,8 3,5 8,4
72 Food processing and related trades workers 820,7 733,7 89,4
73 Lightindustry workers 1,467,8 997,0 67,9
74 Steel and metal trades workers 1,297,4 1,466,0 113,0
75 Handicraft, miscellaneous industry and warehouse workers, laboratory assistants ~ 265,3 202,3 76,2
76 Construction workers 1,229,7 1,395,8 113,5
81  Manufacturing machine operators 1,331,6 1,599,9 120,2
82  Other stationary-plant operators 125,1 121,8 97,4
83 Mobile-plant operators 633,0 691,9 109,3
91 Elementary services occupations (without agriculture) 4,035,6 4,316,7 107,0
92 Agricultural and forestry labourers 94,3 105,7 112,1

Total 15,157,7 154715 102,7

Source: FH-REG.
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LABOUR DEMAND INDICATORS

Table 9.3: Firms intending to increase/decrease their staff”

Year  Half year Intending to decrease Intending to increase
1993 l. 34.7 23.6
Il. 28.5 22.3
1994 l. 245 29.1
Il. 21.0 20.7
1995 l. 30.1 32.9
Il. 30.9 27.5
1996 l. 329 333
Il. 29.4 30.4
1997 l. 29.6 39.4
Il. 30.7 36.8
1998 l. 234 42.7
Il. 28.9 37.1
1999 l. 25.8 39.2
Il. 28.8 35.8
2000 l. 24.4 41.0
Il. 21.2 36.5
2001 l. 25.3 40.0
Il. 28.6 32.6
2002 l. 25.6 39.2
Il. 21.9 35.4
2003 l. 23.6 38.5
Il. 321 34.3

" In the period of the next half year after the interview date, in the sample of FH PROG.
Source: FH PROG.
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Figure 9.2: Firms intending to increase/decrease their staff
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STATISTICAL DATA

Table 9.4: Firms expecting increasing/decreasing orders”

Orders
Year Half year - - -
increasing decreasing
1993 l. 31.8 36.0
Il. 35.9 33.0
1994 l. 38.7 24.8
Il. 45.6 21.7
1995 l. 40.9 23.8
Il. 47.2 20.7
1996 l. 39.8 24.4
Il. 45.5 21.0
1997 l. 42.7 19.4
Il. 47.5 16.7
1998 l. 46.1 15.2
Il. 47.5 18.0
1999 l. 38.7 21.9
Il. 42.2 20.2
2000 l. 38.9 18.3
Il. 49.1 14.9
2001 l. 44.1 16.2
Il. 44.4 19.1
2002 l. 39.5 18.8
Il. 40.2 19.5
2003 l. 36.2 22.3
Il. 49.0 13.8

" In the period of the next half year after the interview date, in the sample of FH PROG.
Source: FH PROG.
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30 = Intending to increase
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Figure 9.3: Firms expecting increasing/decreasing orders
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LABOUR DEMAND INDICATORS

Table 9.5: Firms activating new capacities”

Year Half year Building only Building and/or machinery Total
1992 l. 10.2 10.2
Il. 3.0 11.4 14.4
1993 l. 34 14.1 17.5
Il. 3.0 14.7 17.7
1994 I 3.6 17.7 21.3
Il. 41 17.4 215
1995 l. 4.2 18.4 22.6
Il. 4.4 18.8 23.2
1996 l. 3.6 20.2 23.8
Il. 4.2 19.5 23.7
1997 I 39 19.2 231
Il. 4.7 21.1 25.8
1998 l. 4.4 20.9 25.3
Il. 5.4 23.6 29.0
1999 l. 47 20.5 25.2
Il. 5.2 20.9 26.1
2000 I 4.6 211 25.7
Il. 4.4 239 28.3
2001 l. 4.0 21.9 25.9
Il. 47 22.9 21.6
2002 l. 34 22.6 26.0
Il. 33 22.8 26.1
2003 l. 3.4 21.9 25.3

" In the period of the next half year after the interview date, in the sample of FH PROG.
Source: FH PROG.
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Figure 9.4: Firms activating new capacities
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STATISTICAL DATA

Table 10.1: Regional inequalities: Labour force participation rates”

Central Central Western Southern Northern Northern Southern

Year Hungary  Transdanubia Transdanubia Transdanubia  Hungary Great Plain  Great Plain Total
1992 74.4 72.5 75.1 71.8 68.4 67.1 719 71.8
1993 7.7 70.3 74.4 68.7 66.6 63.6 68.5 69.3
1994 69.5 68.5 729 67.2 63.8 61.8 66.6 67.3
1995 68.3 67.0 70.6 62.5 62.8 60.1 65.8 65.6
1996 68.4 65.8 7.4 62.7 61.4 58.8 64.5 65.0
1997 67.2 65.1 70.8 62.5 60.0 57.3 64.6 64.1
1998 67.2 66.8 72.5 63.5 59.6 57.9 64.7 64.7
1999 69.3 69.3 72.8 64.2 61.3 60.0 65.1 66.2
2000 69.8 69.2 72.5 64.9 61.5 59.8 65.1 66.4
2001 69.9 69.2 719 63.5 60.8 59.6 65.7 66.2
2001° 69.8 68.8 71.8 63.3 60.9 59.4 65.3 66.0
20022 69.7 69.5 72.5 62.4 61.1 58.8 64.2 65.4
20032 70.5 71.1 70.6 64.1 62.3 60.2 63.0 66.3
" Comparable working age population. Male: 15-59, female: 15-54 years.

# See note of Table 3.7.

Source: KSH MEE

2003

¥

Figure 10.1: Regional inequalities: Labour force participation rates in NUTS-2 level regions
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REGIONAL INEQUALITIES

Table 10.2: Regional inequalities: Employment ratio”

Central Central Western Southern Northern Northern Southern

Year Hungary  Transdanubia Transdanubia Transdanubia  Hungary Great Plain  Great Plain Total
1992 68.7 63.9 69.5 64.7 58.6 58.6 64.4 64.5
1993 64.6 61.4 67.9 59.8 55.7 54.0 60.0 60.8
1994 63.3 61.0 67.3 59.1 54.0 53.2 59.6 59.9
1995 63.1 59.5 65.6 54.5 52.5 51.7 59.6 58.7
1996 62.7 58.8 66.3 56.7 51.7 51.0 59.1 58.3
1997 62.5 59.7 66.5 56.3 51.5 50.4 59.8 58.4
1998 63.4 62.3 68.2 57.5 52.3 51.4 60.1 59.6
1999 65.6 65.0 69.5 58.8 54.1 53.7 61.3 61.5
2000 66.0 65.8 69.4 59.7 55.1 54.2 61.7 62.0
2001 66.8 66.1 68.8 58.5 55.5 54.8 62.0 62.3
2001° 66.5 65.1 68.9 58.5 55.8 54.8 61.8 62.1
2002¢ 66.9 65.9 69.5 57.3 55.6 54.1 60.1 61.9
2003¢ 67.5 67.7 67.3 59.0 56.1 56.0 58.7 62.3
" Working age population.

# See note of Table 3.7.

Source: KSH MEE

2003

56.1
“ .

Figure 10.2: Regional inequalities: Employment ratio in NUTS-2 level regions
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STATISTICAL DATA

Table 10.3: Regional inequalities: LFS-based unemployment rate”

Central Central Western Southern Northern Northern Southern

Year Hungary  Transdanubia Transdanubia Transdanubia  Hungary Great Plain  Great Plain Total
1992 7.4 11.7 73 9.6 14.0 12.5 10.2 9.9
1993 9.9 12.6 9.0 12.8 16.1 14.8 12.4 12.1
1994 8.8 10.7 1.7 12.0 15.2 13.8 10.5 10.8
1995 7.4 11.0 6.9 12.1 16.0 13.8 9.3 10.3
1996 8.2 10.4 7.1 9.4 15.5 13.2 8.4 10.0
1997 7.0 8.1 6.0 9.9 14.0 12.0 7.3 8.8
1998 5.7 6.8 6.1 9.4 12.2 11.1 7.1 7.8
1999 5.2 6.1 4.4 8.3 11.6 10.2 5.8 7.0
2000 53 49 4.2 7.8 10.1 9.3 5.1 6.4
2001 4.3 4.3 4.2 7.8 8.5 7.8 5.4 5.7
2001° 4.3 4.3 4.1 1.7 8.5 7.8 5.4 5.7
20022 41 5.2 41 8.0 9.0 8.0 6.4 6.0
2003¢ 3.9 45 4.4 8.0 8.6 6.0 6.6 5.9
* Population.aged 15-74. Excluding conscripts.

# See note of Table 3.7.

Source: KSH MEE

2003

o

8.0

Figure 10.3: Regional inequalities: LFS-based unemployment rates in NUTS-2 level regions
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REGIONAL INEQUALITIES

Table 10.4: Regional inequalities: Registered unemployment rate”

Central Central Western Southern Northern Northern Southern

Year Hungary  Transdanubia Transdanubia Transdanubia  Hungary Great Plain  Great Plain Total
1991 1.7 37 2.8 48 7.0 6.5 5.2 4.1
1992 5.7 10.4 7.2 10.8 15.7 15.0 12.2 10.3
1993 8.0 12.8 9.1 131 19.1 18.2 14.7 12.9
1994 6.6 11.5 8.5 11.9 16.6 16.9 12.9 11.3
1995 6.3 10.6 7.6 11.7 15.6 16.1 115 10.6
1996 6.4 10.7 8.0 12.6 16.7 16.8 11.3 11.0
1997 5.6 9.9 7.3 131 16.8 16.4 11.0 10.5
1998 4.7 8.6 6.1 11.8 16.0 15.0 10.1 9.5
1999 4.5 8.7 5.9 121 171 16.1 10.4 9.7
2000 38 75 5.6 11.8 17.2 16.0 10.4 9.3
2001 32 6.7 5.0 112 16.0 14.5 9.7 8.5
2002 28 6.6 49 11.0 15.6 13.3 9.2 8.0
2003 28 6.7 5.2 11.7 16.2 141 9.7 8.3

" The denominator of the ratio is the active population on January st of the previous year.

Source: FH REG.

2003

16.2
' 141

Figure 10.4: Regional inequalities: Registered unemployment rate in NUTS-2 level regions
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STATISTICAL DATA

Table 10.5: Annual average registered unemployment rate by counties

County 1990 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
Budapest 01 46 66 59 57 57 48 40 37 30 26 22 24
Baranya 1.1 112 132 117 118 122 133 118 116 116 111 112 119
Bécs-Kiskun 1.1 134 160 131 110 109 107 9.7 100 100 93 88 94
Békés 1.1 133 163 151 140 140 135 13.0 130 131 119 112 115
Borsod-Abaij-Zemplén 23 167 202 175 167 180 19.0 179 195 203 19.0 191 19.6
Csongrad 1.0 98 117 108 99 93 92 81 85 86 83 81 85
Fejér 1.0 101 125 113 106 104 94 84 83 72 64 64 711
Gy6r-Moson-Sopron 05 69 82 77 68 74 64 51 48 46 41 40 41
Hajdd-Bihar 09 115 166 153 142 156 150 140 156 147 136 128 131
Heves 1.6 127 152 139 125 136 121 117 123 120 106 9.8 10.0
Jasz-Nagykun-Szolnok 16 144 171 158 146 148 148 135 137 134 115 102 10.7
Komarom-Esztergom 1.0 115 144 126 113 120 114 98 101 83 70 67 60
Nograd 24 168 213 172 163 17.0 163 156 162 149 143 138 146
Pest 05 81 110 81 76 78 73 63 60 52 44 37 37
Somogy 1.4 92 116 109 112 125 127 113 122 119 116 115 122
Szabolcs-Szatmar-Bereg 2.6 189 206 193 193 197 189 172 187 195 178 167 17.7
Tolna 1.6 121 147 134 122 134 135 123 129 118 110 100 10.7
Vas 04 73 91 83 72 72 67 56 56 52 49 45 50
Veszprém 09 99 119 109 100 99 92 79 82 72 69 66 70
Zala 08 77 103 98 92 98 92 81 17 12 65 64 10
Country 1.0 103 129 113 106 110 105 95 97 93 85 80 83
Source: FH REG.
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Figure 10.5: Regional inequalities: unemployment rates in the counties
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REGIONAL INEQUALITIES

Table 10.6: Average monthly earnings in Budapest and the counties

1994 1998 2000 2001 2002 2003

County HUF, HUF, HUF, HUF, HUF, HUF,

mont/h % mont/h K mont/h % mont/h % mont/h % mont/h %
Budapest 45,180 126.8 90,949 131.0 121,450 134.4 140,312 135.4 157,624 134.0 180,811 133.2
Baranya 32,445 91.1 63,391 91.3 76,243 84.4 89,479 86.4 100,142 85.1 118,218 87.1
Bacs-Kiskun 30,124 84.6 57,325 826 71,141 788 83,432 80.5 97,645 83.0 113,129 83.3
Békés 30,725 86.3 57,433 82.7 69,552 77.0 79,718 76.9 93,643 79.6 108,338 79.8
Borsod-Abadj-Zemplén 32,260 90.6 61,295 883 78,136 86.5 89,223 86.1 102,497 87.1 119,033 87.7
Csongrad 33,057 92.8 60,780 87.6 79,857 88.4 90,367 87.2 100,371 85.3 118,308 87.2
Fejér 37,068 104.1 73,592 106.0 94,758 104.9 108,290 104.5 119,613 101.7 137,704 101.4
Gy6r-Moson-Sopron 34,666 97.3 68,684 989 87,334 96.7 103,371 99.8 116,470 99.0 128,681 94.8
Hajd-Bihar 31,978 89.8 58907 849 74922 829 87,352 843 98,118 83.4 117,859 86.8
Heves 33,033 92.7 62,163 89.6 83,440 92.4 92,861 89.6 106,287 90.3 119,423 88.0
Komarom-Esztergom 33,648 945 66,564 959 84,382 934 98,494 95.1 109,108 92.7 125,579 92.5
Nograd 29,023 815 53,855 77.6 67,368 74.6 80,158 77.4 94,603 80.4 110,666 81.5
Pest 32,417 91.0 67,768 97.6 87,311 96.6 103,871 100.3 117,276 99.7 130,325 96.0
Somogy 29,791 83.6 56,888 82.0 68,725 76.1 80,440 77.6 90,561 77.0 111,752 82.3
Szabolcs-Szatmar-Bereg 30,675 86.1 56,218 81.0 71,403 79.0 79,937 77.2 95491 812 112,163 82.6
Jasz-Nagykun-Szolnok 30,554 85.8 59,441 85.6 75,121 83.2 89,393 84.3 100,761 85.6 115,301 84.9
Tolna 33,729 947 61,594 88.7 78544 86.9 90,583 87.4 106,992 90.9 122,549 90.3
Vas 30,443 855 60,840 87.6 83,040 919 92,492 89.3 101,461 86.2 116,429 85.8
Veszprém 33,142 93.0 63,474 91.4 79,868 88.4 91,189 88.0 100,040 85.0 117,553 86.6
Zala 32,307 90.7 61,866 89.1 78,237 86.6 89,252 86.1 97,372 82.7 114,811 84.6
Total 35,620 100.0 69,415 100.0 90,338 100.0 103,610 100.0 117,672 100.0 135,742 100.0

Source: FH BT.
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STATISTICAL DATA

Table 10.7: tablazat: Regional inequalities: gross monthly earnings”

Central Central Western Southern Northern Northern Southern

Year Hungary  Transdanubia Transdanubia Transdanubia  Hungary Great Plain  Great Plain Total
HUF/person
1989 11,719 10,880 10,108 10,484 10,472 9675 9841 10,822

1992 27,172 22,174 20,975 19,899 20,704 19,563 20,047 22,465
1993 32,450 26,207 24,627 25,733 24,011 24,025 23,898 26,992
1994 43,010 34,788 32,797 31,929 31,937 31,131 31,325 35,620
1995 46,992 38,492 36,394 35,383 35,995 34,704 33,633 40,190
1996 58,154 46,632 44,569 43,015 41,439 41,222 41,208 47,559
1997 70,967 56,753 52,934 51,279 51,797 50,021 50,245 58,022
1998 86,440 68,297 64,602 60,736 60,361 58,208 58,506 69,415
1999 101,427 77,656 74,808 70,195 70,961 68,738 68,339 81,067
2000 114,637 87,078 83,668 74,412 71,714 73,858 73,591 90,338
2001 132,136 100,358 96,216 86,489 88,735 84,930 84,710 103,610
2002 149,119 110,602 106,809 98,662 102,263 98,033 97,432 117,672
2003 170,280 127,819 121,464 117,149 117,847 115,278 113,532 135,472
Per cent

1989 108.3 100.5 93.4 96.9 96.8 89.4 90.9 100.0
1992 121.0 98.7 93.4 88.6 92.2 87.1 89.2 100.0
1993 120.2 97.1 91.2 95.3 89.0 89.0 88.5 100.0
1994 120.7 97.7 92.1 89.6 89.7 87.4 87.9 100.0
1995 116.9 95.8 90.6 88.0 89.6 86.4 83.7 100.0
1996 122.3 98.1 93.7 90.4 87.1 86.7 86.6 100.0
1997 122.3 97.8 91.2 88.4 89.3 86.2 86.6 100.0
1998 124.5 98.4 93.1 87.5 87.0 83.9 84.3 100.0
1999 125.1 95.8 92.3 86.6 81.5 84.8 84.3 100.0
2000 126.9 96.4 92.6 82.4 86.0 81.8 81.5 100.0
2001 127.5 96.9 92.9 83.8 85.6 82.0 81.8 100.0
2002 126.7 94.0 90.8 83.8 86.9 83.3 82.8 100.0
2003 125.4 94.2 89.5 86.3 86.8 84.9 83.6 100.0

" Gross monthly earnings, May.

Note: The data refer to full-time employees in the budget sector and firms employing at least 20 workers (1992-94), 10
workers (1995-99) and 5 workers (2000-), respectively.

Source: FH BT.
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Figure 10.6: Average of registered unemployment rate by counties, 2003

Figure 10.7: Regional inequalities: gross monthly earnings
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Table 10.8: Regional inequalities: gross domestic product

Central Central Western Southern Northern Northern Southern

Year Hungary  Transdanubia Transdanubia Transdanubia  Hungary Great Plain  Great Plain Total
1000 HUF/person

1994 619 365 424 353 292 311 350 422
1995 792 494 559 442 394 386 449 544
1996 993 617 701 532 459 468 539 669
1997 1,254 801 871 641 554 569 640 830
1998 1,474 969 1,083 754 662 660 742 983
1999 1,710 1,051 1,275 859 731 707 819 1,113
2000 2,014 1,255 1,468 957 827 815 918 1,290
2001 2,311 1,372 1,539 1,074 947 965 1,031 1,458
2002 2,701 1,462 1,703 1,204 1,050 1,062 1,136 1,648
Per cent

1994 145.6 86.4 100.7 84.0 69.6 73.9 83.3 100.0
1995 144.3 90.5 102.9 81.6 72.9 71.2 83.2 100.0
1996 146.9 91.9 105.0 80.0 69.1 70.4 81.2 100.0
1997 149.1 96.0 105.2 77.6 67.3 69.1 77.9 100.0
1998 147.8 98.1 110.5 77.2 68.0 67.7 76.3 100.0
1999 151.1 93.7 114.9 7.7 66.3 64.1 74.5 100.0
2000 152.2 97.3 113.9 74.8 64.6 63.4 71.8 100.0
2001 158.5 94.1 105.6 73.7 64.9 66.2 70.7 100.0
2002 163.9 88.7 103.4 73.0 63.7 64.4 68.9 100.0
Source: KSH.

Figure 10.8: Regional inequalities: gross domestic product
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Table 10.9: Notices of major layoffs reported to the County Labour Centres, and new jobs created
by new firms, plus recruitmens by existing employers over 10 persons, 2002

Notices of major layoffs

Jobs at new firms

Firms recruiting more than 10

Counties/Regions persons
no. of notices  no. of persons  no. of notices  no. of persons  no. of notices  no. of persons

Budapest 87 3,899 15 286 138 2,848
Pest 18 788 25 1,577 89 7,612
Central-Hungary 105 4,687 40 1,863 227 10,460
Fejér 31 5,778 35 2,104 55 1,645
Komarom-Esztergom 15 1,082 12 66 57 1,996
Veszprém 25 2,200 5 468 100 2,410
Central Trans-Danubia 71 9,060 52 2,638 212 6,051
Gy6r-Moson-Sopron 23 1,612 1 10 64 1,342
Vas 15 1,424 5 171 73 2,622
Zala 24 875 11 172 148 3,494
West Trans-Danubia 62 3,911 17 353 285 7,458
Baranya 19 511 2 37 33 178
Somogy 30 661 1 16 24 856
Tolna 16 486 7 169 42 789
South Trans-Danubia 65 1,658 10 222 99 2,423
Borsod-Abalij-Zemplén 52 1,402 12 331 26 790
Heves 20 743 8 351 97 2,161
Nograd 16 41 2 27 64 1,628
Northern-Hungary 88 2,886 22 709 187 4,579
Hajd-Bihar 44 864 12 247 132 3,368
Jasz-Nagykun-Szolnok 26 880 44 744 43 1,385
Szabolcs-Szatmar-Bereg 43 1,255 12 358 123 4611
Northern Great Plain 113 2,999 68 1,349 298 9,364
Bécs-Kiskun 25 1,982 1 14 74 1,842
Békés 18 783 6 113 20 535
Csongrad 26 1,070 12 249 46 878
Southern Great Plain 69 3,835 19 376 140 3,255
Hungary total 573 29,036 228 7,510 1448 43,590
Source: FH.
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Table 10.10: Notices of major layoffs reported to the County Labour Centres, and new jobs created

by new firms, plus recruitmens by existing employers over 10 persons, 2003

Notices of major layoffs

Jobs at new firms

Firms recruiting more than 10

Counties/Regions persons

no. of notices  no. of persons  no. of notices  no. of persons  no. of notices  no. of persons
Budapest 139 4,897 33 655 243 5,477
Pest 25 1,121 44 618 73 2,723
Central-Hungary 164 6,018 77 1,273 316 8,200
Fejér 32 2,644 29 700 43 1,255
Komarom-Esztergom 18 843 8 231 78 3,419
Veszprém 52 3,615 11 299 60 1,560
Central Trans-Danubia 102 7,102 48 1,230 181 6,234
Gy6r-Moson-Sopron 19 2,162 2 330 92 3,827
Vas 19 2,475 4 46 61 2,548
Zala 30 2,223 12 266 109 4,825
West Trans-Danubia 68 6,860 18 642 262 11,200
Baranya 48 1,787 1 35 151 3,935
Somogy 52 2,103 8 293 62 1,613
Tolna 19 1,538 12 336 35 688
South Trans-Danubia 119 5,428 21 664 248 6,236
Borsod-Abalij-Zemplén 53 2,607 26 897 49 1,692
Heves 12 756 7 94 48 916
Nograd 18 1,504 3 126 55 1,488
Northern-Hungary 83 4,867 36 1,117 152 4,096
Hajd-Bihar 46 1,048 11 248 139 2,851
Jasz-Nagykun-Szolnok 40 1,635 14 317 139 4,029
Szabolcs-Szatmar-Bereg 62 2,075 7 244 145 4,363
Northern Great Plain 148 4,758 32 809 423 11,243
Bécs-Kiskun 40 1,086 3 72 66 1,438
Békés 15 510 11 269 60 1,407
Csongrad 36 1,676 13 349 48 917
Southern Great Plain 91 3,272 27 690 174 3,762
Hungary total 775 38,305 259 6,425 1,756 50,971
Source: FH.

Table 10.11: Number of registered unemployed by educational level, yearly averages

Highest education level 1996 1997 1998 1999 2000 2001 2002 2003
Max. 8 classes of primary school 206,078 191,772 171,882 165,465 160,099 153,085 146,260 152,395
Vocational school 175,650 167,585 152,164 146,226 136,291 124,078 115,323 117,620
Vocational secondary school 63,470 60,332 54,765 54,034 51,702 47,845 45614 46,927
Grammar school 41,751 37,376 33,458 32,768 31,164 28,219 26,223 26,960
College diploma, BA 9,887 9,529 8,061 8,194 8,360 8,149 8,324 9,740
University diploma, MA 3,786 3,519 2,792 2,832 2,876 2,764 2,971 3,570
Total 500,622 470,112 423,121 409,519 390,492 364,140 344,715 357,212

Source: FH.
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Table 10.12: Number of registered unemployed school-leavers by educational level, yearly averages

Highest education level 1996 1997 1998 1999 2000 2001 2002 2003
Max. 8 classes of primary school 2,125 8,583 7,612 7,568 6,979 8,332 9,606 10,853
Vocational school 19,361 15,147 11,111 9,241 7,249 6,355 5,894 6,372
Vocational secondary school 12,489 10,129 7,864 7,468 6,625 6,778 7,271 7,270
Grammar school 10,086 6,590 4548 4,078 3,566 3,366 3,310 3,375
College diploma, BA 1,656 1,491 1,099 1,211 1,247 1,463 1,766 2,401
University diploma, MA 516 461 318 361 378 469 697 1,020
Total 46,233 42,401 32551 29,927 26,044 26,763 28,542 31,292
Source: FH.

Table 10.13: Population aged 7 years and over by highest education and administrative/geographical areas

Primary school Secondary school University, high school
not even 1-7t 8

Area, . without with . .
administrative rank Total the f(|jrst general general ;\(ltlhout d_w||th
] o% e? o grade certificate  certificate  CPoma  dipioma

Capital 100.0 1.4 11.5 20.3 14.7 28.8 4.3 19.1
Seat of county 100.0 1.4 14.0 215 20.1 25.2 3.9 13.9
Other towns with county rights 100.0 1.3 14.5 25.5 22.9 232 24 10.0
Other towns 100.0 1.7 18.8 26.5 23.0 20.1 1.6 8.3
Towns together 100.0 1.5 15.3 234 19.9 24.0 3.0 12.8
Villages. large villages 100.0 2.1 23.7 31.7 23.1 14.2 0.9 4.3
Country total 100.0 1.7 18.3 26.3 21.1 20.5 2.2 9.8
Regions

Central Hungary 100.0 1.5 13.9 22.6 17.5 25.8 34 15.3
Central Transdanubia 100.0 1.6 18.0 215 23.8 19.3 1.8 8.0
Western Transdanubia 100.0 1.5 17.4 26.7 23.4 20.7 1.7 8.6
Southern Transdanubia 100.0 2.0 19.4 28.4 22.9 17.7 1.9 1.7
Northern Hungary 100.0 2.0 21.1 21.6 21.4 19.2 1.6 1.2
Northern Great Plain 100.0 2.2 22.5 27.9 21.6 16.8 1.8 7.1
Southern Great Plain 100.0 1.6 20.3 28.3 22.3 17.9 1.9 1.7

Source: KSH CSO Census.
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Table 10.14: Unemployed and persons seeking for an employment by highest education attainment,
regions and types of localities

Persons seeking for Other persons seeking
Region, an employment Unemployed for an employment
type of locality primary secondary higher primary secondary higher  primary secondary higher

education completed

Central Hungary
Budapest 32.2 57.8 9.8 31.8 58.5 9.6 32.9 56.8 10.1
Towns 39.2 55.8 4.6 38.0 57.4 45 40.9 53.6 49
Villages 43.4 53.5 2.9 43.8 535 2.5 42.8 53.6 3.4
Central Transdanubia
Towns with county rights 33.4 60.5 6.0 33.6 60.4 6.0 33.0 60.8 6.1
Other towns 39.8 55.8 3.7 40.3 55.6 3.9 39.0 56.2 3.3
Villages 47.3 50.3 2.2 47.2 50.4 2.2 47.4 50.2 2.1
Western Transdanubia
Towns with county rights 31.3 61.7 6.8 32.0 61.1 6.7 30.2 62.7 7.0
Other towns 35.4 59.5 4.9 36.5 58.2 5.1 33.8 61.3 4.6
Villages 439 53.4 2.5 449 52.4 2.5 42.6 54.8 2.5
Southern Transdanubiua
Towns with county rights 31.6 61.8 6.4 32.2 61.9 5.7 30.5 61.5 7.7
Other towns 36.7 60.1 3.0 37.2 59.6 2.9 35.6 61.0 3.3
Villages 54.6 43.6 1.3 54.8 43.4 1.3 54.2 43.9 1.3
Northern Hungary
Towns with county rights 321 62.6 5.1 32.0 63.0 48 32.3 61.5 5.8
Other towns 38.9 57.6 3.1 39.2 51.7 2.8 38.1 57.6 3.8
Villages 515 46.6 1.3 51.9 46.4 1.3 50.7 47.3 15
Northern Great Plain
Towns with county rights 30.4 62.9 6.6 30.7 63.0 6.2 29.8 62.6 7.4
Other towns 45.3 52.1 2.2 45.6 51.8 2.1 445 52.7 2.4
Villages 55.2 43.4 1.0 55.3 43.4 0.9 54.8 435 1.1
Southern Great Plain
Towns with county rights 29.8 63.1 7.0 29.8 63.3 6.9 29.8 62.7 7.4
Other towns 40.3 56.3 3.1 40.2 56.5 3.0 40.5 55.9 3.3
Villages 48.4 50.0 1.5 48.7 49.8 1.4 475 50.5 1.7
Country total 41.9 53.8 4.0 42.3 h3.7 3.7 41.1 54.1 45

Source: KSH. CSO Census.
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Table 11.1: Work permits issued to foreign citizens

Year Number of yvorkpermits issued Number of work permits valid
during the year at the last day of the year

1989 25,259

1990 51,946

1991 41,724 33,352

1992 24,621 15,727

1993 19,532 17,620

1994 24,756 20,090

1995 26,085 21,009

1996 20,296 18,763

1997 24,244 20,382

1998 26,310 22,466

1999 34,138 28,469

2000 40,203 35,014

2001 47,269 38,623

2002 49,779 42,700

2003 57,383 48,651

Source: NEO, based on the reports of the regional labour centres.

Table 12.1: Strikes

. Number of Hours lost,
Year Number of strikes involved persons in thousands
1991 3 24,148 76
1992 4 1,010 33
1993 5 2,574 42
1994 4 31,529 229
1995 7 172,048 1,708
1996 8 4,491 19
1997 5 853 15
1998 7 1,447 3
1999 5 16,685 242
2000 5 26,978 1,192
2001 6 21,128 61
2002 4 4,573 9
2003 7 10,831 19
¢ Teachers strikes number partly estimated.
Source: KSH.
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Table 13.1: Employment and unemployment rate of population aged 15-64 by sex in the EU-15 and EU-25, 2003"

Employment rate Unemployment rate

Country

males females all males females all
Austria 76.5 61.9 69.1 4.0 4.3 4.1
Belgium 67.1 51.4 59.3 7.5 8.0 1.7
Denmark 79.7 70.5 75.1 5.2 5.8 5.5
United Kingdom 779 65.3 73.6 5.5 4.1 49
Finland 70.3 67.1 68.7 11.1 10.0 10.5
France 69.4 57.3 63.3 7.5 9.5 8.5
Greece 72.5 44.0 58.0 5.9 13.8 9.1
Netherlands 81.2 65.8 73.6 35 3.8 3.6
Ireland 74.5 55.4 65.0 5.0 4.0 4.6
Luxembourg 73.3 52.0 62.7 3.0 4.6 3.7
Germany 70.9 58.9 64.9 10.3 9.4 9.9
Italy 69.5 42.8 56.1 7.0 12.0 9.0
Portugal 74.3 60.7 67.3 5.6 7.8 6.6
Spain 73.1 459 59.6 8.0 15.9 11.2
Sweden 74.9 72.2 73.6 6.2 5.0 5.6
EU-15 72.6 56.0 64.3 7.5 8.9 8.1
Hungary 63.5 50.9 57.0 6.2 5.4 5.8
Cyprus 78.8 60.2 69.2 39 4.6 4.2
Czech Republic 73.2 56.6 64.9 5.9 9.7 7.6
Estonia 66.8 58.3 62.3 11.3 10.8 11.0
Poland 56.4 46.4 514 19.2 20.3 19.7
Latvia 65.8 57.8 61.7 12.7 10.9 10.7
Lithuania 65.9 60.0 62.8 10.6 13.2 13.0
Malta 75.6 334 54.6 6.4 9.9 75
Slovakia 63.5 52.3 57.9 17.0 17.3 17.2
Slovenia 67.2 57.7 62.5 6.1 71 6.6
EU-25 70.8 55.1 62.9 8.5 10.0 9.1
" 20 Quarterly.

Source: New Cronos.
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Table 13.2: Employment composition, 2003"

Country Self employed Part time Fix term contr. Service Industry Agriculture
Austria n.a. 20.2 7.1 n.a. n.a. n.a.
Belgium 16.3 20.5 8.4 75.6 22.2 2.2
Denmark 7.1 21.3 9.3 74.5 222 3.3
United Kingdom 12.2 25.2 6.1 80.4 18.7 0.9
Finland 11.8 13.0 16.3 68.9 26.0 5.1
France 8.8 16.5 12.9 74.3 21.6 4.1
Greece 42.3 4.3 11.0 60.6 23.4 16.0
Netherlands 14.0 45.0 14.6 11.7 19.0 33
Ireland 17.4 16.8 5.1 65.8 21.7 6.5
Luxembourg? 6.9 10.3 5.0 76.7 22.0 1.3
Germany 10.8 224 12.2 70.3 21.2 24
Italy 25.0 8.5 9.9 66.5 29.1 4.4
Portugal 26.9 11.7 211 55.0 323 12.6
Spain 15.3 8.0 30.6 65.3 29.1 5.7
Sweden 4.7 229 15.1 74.8 22.8 2.3
EU-15 14.8 18.6 12.8 71.4 24.6 4.0
Hungary 132 4.4 75 62.3 319 5.8
Cyprus® na na na 70.2 20.7 9.1
Czech Republic 171 5.0 9.2 56.1 39.4 45
Estonia 8.9 8.5 2.5 61.5 323 6.1
Poland 21.3 10.5 19.4 53.0 28.6 18.4
Latvia® 16.9 11.3 6.7 60.3 24.4 15.3
Lithuania 20.3 9.6 7.2 54.2 28.0 17.8
Malta? 12.3 6.8 41 63.7 343 1.9
Slovakia 10.2 24 49 61.3 343 4.4
Slovenia 16.9 6.2 13.7 52.9 36.4 10.7
EU-25 15.6 17.1 12.9 69.2 25.5 5.2
" 2" Quarterly.

* Data of 2000.

Source: Employment in Europe.
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Table 13.3: Youth educational attainment level and participation in the LLL in EU-15 and EU-25, 2003"

Pertentage of young people aged 20-24 having at-  Percentage of the adult population aged 25 to 64

Country! tained at least upper secondary education attained! participating in education and training

males females all males females all
Austria 85.1 82.2 83.8 8.0 7.8 79
Belgium 78.0 84.6 81.3 8.3 8.7 8.5
Denmark 72.6 76.2 74.4 16.0 22.0 18.9
United Kingdom 78.7 78.1 78.2 17.6 25.3 21.3
Finland 82.5 87.9 85.2 15.0 20.4 17.6
France 78.8 83.0 80.9 71 1.7 7.4
Greece 76.5 86.9 81.7 3.5 3.8 3.7
Netherlands 70.0 76.7 733 16.2 17.0 16.5
Ireland 82.3 89.0 85.7 8.4 11.0 9.7
Luxembourg 74.0 65.5 69.8 6.6 6.0 6.3
Germany 71.6 73.4 72.5 6.4 5.6 6.0
Italy 66.4 73.4 69.9 4.2 5.2 4.7
Portugal 40.7 54.7 41.7 3.4 4.0 3.7
Spain 57.1 70.1 63.4 5.3 6.3 5.8
Sweden 84.1 87.1 85.6 31.3 37.3 34.2
EU-15 71.2 76.4 73.8 8.9 10.5 9.7
Hungary 83.9 86.1 85.0 5.4 6.5 6.0
Cyprus 76.1 87.8 82.2 71 8.5 79
Czech Republic 92.7 91.4 92.0 5.1 5.7 5.4
Estonia 78.5 84.2 81.4 5.2 71 6.2
Poland 86.1 915 88.8 4.5 5.5 5.0
Latvia 68.5 79.7 74.0 5.7 10.2 8.1
Lithuania 78.3 85.8 82.1 3.3 5.7 45
Malta 39.8 46.2 43.0 4.9 3.6 4.2
Slovakia 94.1 94.2 94.1 4.9 4.7 4.8
Slovenia 87.4 94.2 90.7 13.9 16.3 15.1
EU-25 74.2 79.2 76.7 8.3 9.7 9.0

" 20 Quarterly.
1 “Upper secondary” includes uncertified vocational training.
Source: New Cronos.
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Table 13.4: Monthly statutory minimum wage rates, Full-time adult employees, aged 23+"

Country In local currency In euros Date effective!
Belgium 1,317.50 01. 02. 2004
Bulgaria 120 leva 61 16. 01. 2004
Cyprus 350 Cyprus pounds 600 01. 06. 2004
Czech Republic 6,700 koruna 211 01. 01. 2004
Estonia 2,480 kroons 159 01. 01. 2004
France 1,154.13 25. 06. 2004
Greece 559.98° 01. 09. 2004
Hungary 53,000 forints 212 01. 01. 2004
Ireland 1,213.33 01. 02. 2004
Latvia 80 lats 121 01.01. 2004
Lithuania 450 lita 130 01.09. 2003
Luxembourg 1,402.96" 01. 08. 2003
Malta 233.48 lira 543 01.01. 2004
Moldova 340 leu 23 01.07. 2003
Netherlands 1,264.80 01. 07. 2003
Poland 824 zloty 183 01. 01. 2004
Portugal 365.60 01.01. 2004
Romania 2,800,000 leu 68 01.01. 2004
Russian Federation 600 rubles 17 01. 10. 2003
Serbia 5,395 new dinars 73 01. 02. 2004
Slovakia 6,500 koruna 163 01. 10. 2004
Slovenia 117,500 tolars 484 01. 08. 2004
Spain 490.80 25. 06. 2004
Turkey 444,150,000 lira 250 01.07. 2004
Ukraine 205 hryvnia 31 01. 12. 2003
United Kingdom 840.67 pounds sterling 1,226 01. 10. 2004

" Where official rates are expressed by the hour or week, they have been converted to monthly rates on the basis of a 40-
hour week or 52-week year. Minimum wage figures exclude any 13" or 14™ month payments that may be due under

national legislation, custom or practice.
1 Minimum wage levels last updated.
¢ Unmarried white collar workers only.
® Unskilled workers only.
Source: FedEE review of minimum wage rates: www.fedee.com/minwage.html
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DESCRIPTION OF THE MAIN DATA SOURCES

1. CSO Labour Force Survey

The Hungarian Central Statistical Office has been

conducting a new statistical survey since January 1992

— using the experience of the pilot survey carried out

in 1991 — to obtain ongoing information on the labour

force status of the Hungarian population. The Labour

Force Survey (LES) is a household survey which pro-

vides quarterly information on the non-institutional

population aged 15-74. The aim of the survey is to
observe employment and unemployment according
to the international statistical recommendation based
on the concepts and definitions recommended by the

ILO independently from the existing national labour

regulations or their changes.

In international practice, the labour force survey
is a widely used statistical tool to provide simulta-
neous, comprehensive and systematic monitoring of
employment, unemployment and underemployment.
The survey techniques minimise the subjective bias in
classification (since people surveyed are classified by
strict criteria) and provide freedom to also consider
national characteristics.

In the LFS the population surveyed is divided into
two main groups according to the economic activity
performed by them during the reference week (the
week running from Monday to Sunday which con-
tains the 12 day of the month):

— economically active persons (labour force) and

— economically inactive persons.

The group of economically active persons consists of
those being in the labour market either as employed
or unemployed during the reference week.

The definitions used in the survey follow the ILO
recommendations. According to this those designat-
ed employed are persons aged 15—74 who, during the
reference week:

— worked one hour or more for pay, profit or pay-
ment in kind in a job or in a business (including
on a farm),

— worked one hour or more without payment in a
family business or on a farm (i.e. unpaid family
workers),

—had a job from which they were temporarily absent
during the survey week.

Persons on child-care leave are classified according
to their activity. Conscripts are considered as eco-
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nomically active persons, exceptions are marked in

the footnotes of the table.

From the survey’s point of view the activities below
are not considered as work:

— work done without payment for another household
or institute (voluntary work),

— building or renovating of an own house or flat,

— housework,

— work in the garden or on own land for self-con-
sumption.

Unemployed persons are persons aged 15-74
who:

—were without work, i.e. neither had a job nor were at
work (for one hour or more) in paid employment or
self-employment during the reference week

— had actively looked for work at any time in the four
weeks up to the end of the reference week,

— were available for work within two weeks following
the reference week or were waiting to start a new
job within 30 days.

Active job search includes: contacting a public or
private employment office to find a job, applying to
an employer directly, inserting or answering advertise-
ments, asking friends, relatives or other methods.

The labour force (i.e. economically active popula-
tion) comprises employed and unemployed persons.

Persons are defined economically inactive (i.e. not
in the labour force) if they were neither employed nor
unemployed, as defined.

Passive unemployed (known as “discouraged per-
sons” according to the ILO concepts) are persons aged
15-74 who desire a job but have given up any active
search for work, because they do not believe that they
are able to find any.

The Labour Force Survey is based on a multi-stage
stratified sample design. The stages of sampling are
defined as follows: primary sampling units (PSUs) are
enumeration districts (EDs) and secondary sampling
units (SSUs) are dwellings in settlements with 15,000
or more inhabitants, while PSUs are settlements, SSUs
are EDs and ultimate sampling units are dwellings in
all other cases.

The sampling frame or address register of the LFS
consists of 12,775 sample units (SUs), covers 751 set-
tle-ments of the country, and contains about 626,000
addresses. The quarterly sample of the LES is selected
from the address register. From each of the 12,775
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SU’s, three addresses are selected by simple random
sampling. The interviewers visit one address in each
SU during one month. The main indicators of the la-
bour market are representative for regions.

The LES sample is basically a sample of dwellings,
and in each sampled dwelling, labour market informa-
tion is collected from each household and from each
person aged 15-74 living there. For 1998, the quar-
terly sample contains about 32,000 houscholds and
65,000 persons. The sample has a simple rotation pat-
tern: any household entering the sample at some time
is expected to provide labour market information for
six consecutive quarters, then leaves the sample per-
manently. The samples of two consecutive periods
tend to be less than 5/6, which would be obtained at
a 100 per cent response rate.

In the LFS sample design strata are defined in terms
of geographic units, size categories of settlements and
area types such as city centres, outskirts, etc.

2. CSO Labour Force Accounting Census

Before the publication of the Labour Force Sur-
vey the annual Labour Force Account gave a view
of the total labour force in the period between the
two census.

The Labour Force Account, as its name shows, is a
balance-like account which compares the labour sup-
ply (human resources) to the labour demand at an
ideal moment (1 January). Population is taken into
account by economic activity with a differentiation
between those of working age and the population
outside of the working age.

Source of data: Annual labour survey on employ-
ment on 1 January of enterprises with more than 20
employees and of all government institutions, labour
force survey, census, tax records and social security
records, and company registry. The number of per-
sons employed in small enterprises having a legal en-
tity is based on estimation. Data on unemployment
comes from the registration system of the National
Employment Service.

Source of the labour force: working age population,
active earners out of working age and employed pen-
sioners.

3. CSO Institution-Based Labour Statistics

'The source of data is the monthly (annual) institution-
al labour statistical survey. The survey range covers
enterprises with at least 5 employees, and public and

social insurance and non-profit institutions irrespec-
tive of the staff numbers of employees.

The earnings relate to the full-time employees on
every occasion. The potential elements of the prevail-
ing monthly average earnings are: basic wages, bo-
nuses, allowances (including miner’s loyalty bonus,
any Széchenyi-grant), payments for time not worked,
bonuses, premiums, wages and salaries for the 13th
and more months.

Net average earnings are calculated by deducting
from the gross average earnings the actual personal
income tax, employee’s social security contributions
, etc., according to the actual rates (i.e. taking into
account the threshold concerning the social security
contribution).It does not take into account the im-
pact of the new tax allowance related to the number
of children. The personal income tax is calculated by
the actual withholding rate applied by the employers
when paying out monthly earnings.

The difference between the gross and the net (af-
ter-tax) income indexes depends on eventual annual
changes in the tax table (tax brackets) and in the tax
allowances .

The change of net earnings is estimated as the ra-
tio of net income index and the consumer price index
above 100 per cent in the same period.

Non-manual workers are persons with occupations
classified by the ISCO-88 in major groups 1-4., man-
ual workers are persons with occupations classified in
major groups 5-9. since 1st January 1994. Census data
were used for the estimation of the employment data
in 1980 and 1990. The aggregate economic data are
based on national account statistics, the consumer’s
and producer’s price statistics and industrial surveys. A
detailed description of the data sources are to be found
in the relevant publications of the Statistics Office.
4. Unemployment Register Database
The other main source of unemployment data in Hun-
gary —and in most of the developed countries — is the
huge database containing so called administrative
records which are collected monthly and include the
individual data of the registered unemployed.

The register actually contains all job seekers, but
out of them, at a given point of time, only those are
regarded as registered unemployed who:

— had themselves registered with a local office of the

National Employment Office as unemployed (i.
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e. he/she has got no job but wishes to work, for
which they seek assistance from the labour market
organisation).

— at the point of time in question (on the closing

days of the individual months), the person is not
a pensioner or a full-time student, and is ready to
co-operate with the local employment office in or-
der to become employed (i. e. he/she accepts the
job or training offered to him/her, and keeps the
appointments made with the local employment of-
fice’s placement officer/counsellor).

Ifa person included in the register is working under
any subsidised employment programme on the clos-
ing day, or is a participant of a labour market train-
ing programme, or has a short-term, temporary job
her/his unemployed status is suspended.

If the client is not willing to co-operate with the
local office he/she is removed from the register of the
unemployed.

The data — i. e. the administrative records of the
register — allow not only for the identification of date
related data but also for monitoring flows: inflow as
well as outflow.

Based on the records of the labour force needs
reported to the Employment Office, the stock and
flow data of vacancies are statistically processed each
month.

Furthermore, detailed monthly statistics of partic-
ipation in the different active programmes, number
of participants and their inflow and outflow are pre-
pared monthly, based on the support amounts actu-
ally paid.

The very detailed monthly statistics — in a break-
down of country, region, county, local employment
office service delivery area and community — build on
the secondary processing of administrative records
that are generated virtually as the rather important
and useful “by-products” of the accomplishment of
the National Employment Office’s main functions
(such as placement services, payment of benefits, ac-
tive programme support, etc.).

The Employment Office (and its predecessors, i. e.
OMK (National Labour Centre), OMMK and OM-
KMK) has published the key figures of these statis-
tics on a monthly basis since 1989. The more detailed
reports which also contain data by local office service
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delivery area are published by the County/Metropoli-
tan (Budapest) Labour Centres.

The denominators of the unemployment rates cal-
culated for the registered unemployed are the eco-
nomically active population data published by the
Central Statistical Office’s labour market account,
and its breakdown by region and county.

The number of the registered unemployed and the
registered unemployment rate are obviously different
from the figures of the Central Statistical Office’s la-
bour force survey. It is mainly the different conceptual
approach and the fundamentally different monitoring/
measuring methods that account for this variance.
5. Short-Term Labour Market Forecast Database
At the initiative and under the co-ordination of
the Employment Office (and its legal predecessors),
the employment organisation has conducted the
so called short prognosis survey since 1991, twice
a year, in March and September. The survey uses
an enormous sample obtained by interviewing over
4,500 employers.

The interview focuses on the companies’ projec-
tions of their material and financial processes, their
development and human resource plans, and they are
also asked about their concrete lay-off or recruitment
plans as well as their expected need for any active la-
bour market programmes.

The surveys are processed in a breakdown of service
delivery area, county and country, providing useful
information at all levels for the planning activities of
the employment organisation.

The prognosis survey provides an opportunity and
possibility for the counties and Budapest to analyse
in greater depth (also using information from other
sources) the major trends in their respective labour
markets, to make preparations for tackling problems
that are likely to occur in the short term, and to effec-
tively meet the ever-changing needs of their clients.

The forecast is only one of the outputs of the short
term prognosis. Further very important “by-products”
include regular and personal liaison with companies,
the upgraded skills of the placement officers and other
administrative personnel, enhanced awareness of the
local circumstances, and the adequate orientation of
labour market training programmes in view of the
needs identified by the surveys.
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‘The prognosis surveys are occasionally supplement-
ed with supplementary surveys to obtain some fur-
ther useful information that is used by researchers
and the decision-makers of employment and educa-
tion/training policy.

6. Wage Survey Database

The Employment Office (and its legal predecessors)
has conducted since 1992, once a year, a representative
survey to investigate individual wages and earnings.
The survey uses an enormous sample and is conduct-
ed at the request of the Ministry of Economic Affairs
(formerly: Ministry of Labour and Ministry of Social
and Family Affairs).

The reference month of data collection is the month
of May every year, but for the calculation of the
monthly average of irregularly paid benefits (beyond
the base wage/salary), the total amount of such ben-
efits received during the previous year is used.

In the competitive sector, initially data collection
only covered companies of over 20 persons; in this
group it is incumbent on all companies to provide
information, but the sample only includes employees
born on certain days.

Data collection has covered companies of 10-19
since 1996, and companies of 5-9 have been covered
since 1999, where the companies actually involved
in data collection are selected at random (ca. 20 per
cent) and the selected ones have to provide informa-
tion about all their full-time employees.

Data on basic wages and earnings structure can only
be retrieved from these surveys in Hungary, thus it is
practically these huge, annually generated databases
that can serve as the basis of the wage reconciliation
negotiations conducted by the social partners.

In the budgetary sector all budgetary institutions
provide information, regardless of their size, in a way
that the decisive majority of the local budgetary in-
stitutions — the ones that are included in the TAKEH
central payroll accounting system - provide fully com-
prehensive information, and the remaining budget-
ary institutions provide information only about their
employees who were born on certain days (regarded
as the sample).

Data has only been collected on the professional
members of the armed forces since 1999.

Prior to 1992, such data collection took place every
three years, thus we are in possession of an enormous
data base of the years of 1983, 1986 and 1989.

Of the employees included in the sample, the fol-
lowing data are available:

— the sector the employer operates in, headcount,
employer’s local unit, type of entity, ownership
structure

— employee’s wage category, job, male/female, age,
educational background.

Based on the huge databases which include the data
by individual, the data is analysed every year in the
following way:

Standard data analysis, as agreed upon by the social
partners, used for wage reconciliation negotiations
(which is received by every confederation participat-
ing in the negotiations)

Model calculations to determine the expected im-
pact of the rise of the minimum wage

Analyses to meet the needs of the Wage Policy
Department, Ministry of Economic Affairs, for the
comparison and presentation of wage ratios (total na-
tional economy, competitive sector, budgetary sector,
regional volume)

The entire database is adopted every year by the
Central Statistical Office, which enables the Office
to also provide data for certain international organi-
sations, (e. g. ILO and OECD). The Employment
Office also provides regularly special analyses for the
OECD.

The database containing the data by individual al-
lows for a.) the analysis of data for groups of people
determined by any combination of pre-set criteria,
b.) the comparison of real basic wage and earnings,
with special regard to the composition of the differ-
ent groups analysed, as well as c.) the analysis of the
spread and differentiation level of the basic wages
and earnings.

7. Unemployment Benefit Register

The recipients” fully comprehensive registry is made

up, on the one hand, of the accounting records con-

taining the disbursed unemployment benefits (unem-
ployment benefit, school leavers’ unemployment ben-
efitand pre-retirement unemployment benefit) and, on
the other hand, of the so-called master records con-
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taining the particulars of benefit recipients. This reg-
ister allows for the accurate tracking of the recipients’
benefit related events, the exact date of their inclusion
in and removal from the system, as well as why they
have been removed from it (e. g. got a job, eligibility
period expired, were excluded, joined an active labour
market programme, etc.)

This huge database allows for reporting for any point
of time the detailed data of persons who received ben-
efits on a given day, in a breakdown of country, region,
county and local office service delivery area. In order
to align these data with the closing day statistics of
the registered unemployed, these monthly statistics are
also completed by the 20th of each month.

In addition, the monthly statistics also contain in-
formation of the so-called temporary recipients, e.g.
the number of those who have received benefits on any
day of the month between the previous month’s and
the given month’s closing day. Of course, data indi-
cating inflows and outflows are reported here.

It is an important and rather useful aspect from a
research perspective that, in addition to the standard
closing day statistics, groups defined by any crite-
ria can be tracked in the benefit register, e. g. inflow
samples can be taken of newly registered persons for
different periods, and through tracking them in the
registry system the benefit allocation patterns of dif-
ferent cohorts can be compared.

The detailed data of unemployment benefit recipi-
ents have been available from the benefit register since
January 1989. The first two years had a different ben-
efit allocation system, and the current system, which
has been modified several times since then, was imple-
mented by the Employment of 1991 (Act IV).

For the period of between 1991 and 1996, the regis-
ter also contains the stock and flow data of the recipi-
ents of school leavers’ unemployment benefit. Since
1997 the system has also contained the recipients of
pre-retirement unemployment benefit.

In addition to headcount data, the benefit register
can also monitor the average duration of the period
of benefit allocation and the average monthly amount
of the benefits allocated.

The key data regarding benefits are published by the
Employment Office in the monthly periodical Labour
Market Situation. In addition, time series data is pub-
lished annually in the Time Series of the Unemploy-
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ment Register, always covering the last six years in the
form of a monthly breakdown.

8. HCSO Census Data

The largest data collection of the Central Statistical Of-
fice is the population and housing census, covering the
entire population of the country. The reference date of
the last census was 0 o’clock on February 1, 2001. The
census data published refer to this survey, though re-
garding the most important characteristics, with the
help of the data of the 1980 and the 1990 census re-
spectively, it is possible to study the changes occurred
in the last decades. The data of the previous censuses
—within certain limits — have been adjusted according
to the concepts of the last census (e.g. the data on em-
ployment, employers of the 1980 and the 1990 census
are reflecting to the definitions, registers of 2001).

The data refer to the resident population of the cen-
sus in general, while in some cases to the respective
groups of population (e.g. persons in employment,
engaged in non-agricultural activities, aged 15 years
and older). Resident population of the census means
the group of persons staying in fact on the place of
the enumeration, those who live their everyday life
there, can be contacted on the given address, spend
most of their night-rests on that place, go to work or
to school from that place. This grouping is basically
in line with the concept of resident population of the
1980 and 1990 censuses, where the intent for the of-
ficial registration had been regarded as a matter of fact
of a valid official registration. The census 1990 defined
the resident population on the basis of the registered
addresses (of the population).

As far as the economic activity of the population is
concerned, the census applies the concepts of the In-
ternational Labour Organization (ILO), while — due
to the limits in the size and time of the enumeration
— the issue of unemployment cannot be studied as
deeply as the continuous labour survey does it. In
the frame of the labour force survey the unemploy-
ment rate is based on a well-defined set of data, by
putting on several related questions. A person for ex-
ample, spending the term of notice at his employer is
regarded as person in employment even if he declares
himself as unemployed. This correction cannot be
made in the case of the census, as — due to the lim-
its in scope — the subject of the notice have not been
raised. As the information on unemployment in case



DESCRIPTION OF THE MAIN DATA SOURCES

of the census is based on the biased judgement of the
individuals, there might be some differences against
the findings of the labour survey.

The grouping system of the occupations at the cen-
sus 2001 is based on the nomenclature of the Hungar-
ian Standard Classification of Occupations (further
FEOR-93), being in force as from 1997. As to basic
principles and structure, it follows the internation-
al classification of occupations, ISCO-88 (Rev. 3.),
and classifies the occupations into the same 10 ma-
jor groups. In some tables “legislators, senior govern-
ment officials, leaders of interest groups and manag-

ers of firms” and “professionals” are grouped together
as “leaders, intellectuals”, “technicians and associate
professionals” and “office and management (customer
service) clerks” are grouped together as “other non-
manual workers”. In the same tables the group of “craft
and related trades workers” include “plant and ma-
chine operators and assemblers, vehicle drivers” too,
while the group “other occupations” contains elemen-
tary occupations and armed forces together.

The classification of the employers or economic ac-
tivities corresponds to the Hungarian Standard In-

dustrial Classification (TEAOR) of 1998.

241



INDEX OF TABLES AND FIGURES

TABLES
INFOCUS

Table 1.1: Decompostion of the 14 percentage

points difference in employment rate between

the EU-15 and Hungary .......ccccoeeiiiiiinninnnne 43
Table 2.1: Number of students graduating with

a baccalaureate exam, number of students

applying for admission to higher education

1990-2002 (in thousands) .......cccccevvevveereereeennnnn 51
Table 2.2: Participation in basic education and

supplementary training by educational

attainment (per cent) aged 15-74 ......cccccoevvinnnnnee 56
Table 2.3: Participation in basic education

and supplementary training by age-groups

(PEI CENE) vttt 57
Table 2.4: Participation rate in basic education

and supplementary training by highest educational

attainment in age groups 15-20 and 21-30

(PEr CEND) v 57
Table 2.5: Distribution of participants in supplemen-

tary education by highest educational attainment

by types of education or training (per cent) ......... 58
Table 2.6: The impact of cost-priced education

on labour market status and wages .......cccocourueenee 67
Table 3.1: The determinants of the schooling

decision after primary school ..........cccccccevvinnnnnee 71
Table 3.2: Determinants of application for

further studies ......ccoeiviiicinnnniicce 80

Table 4.1: Distribution of entry occupations

by the time of labor market entry, and the

distribution of the occupational structure in

the same periods (per cent) .....c.ccceeeveerruercneencns 84
Table 4.2: Changes in the odds for labor force

entry and for the character of the entry jobs

between the eighties and nineties ........c.cocccceeeee. 86
Table 4.3: Distribution of students according to

their plans to start working/continue their educati-

on, and their labour market status after leaving

school (per cent) ....coeveveeiininininiccccies 89
Table 4.4: Continuing education after secondary

school by characteristics of students (per cent) .... 91
Table 4.5: Parameter estimates from

WAEE EQUALIONS ..eueiviiiicieieicsee et 96
Table 4.6: Determinants of labour market status,

marginal effects ......cooveieiiininniiiccc, 98

Table 4.7: Determinants of training participation,

training length and cost-sharing of training ...... 106
Table 5.1: A simple model of migration probability

— fixed effect logit estimates ........coceeueuiirirennnnne 111
Table 5.2: 15—49 years old population and education

of those who consider migration (per ceng) ........ 114
Table 5.3: Effect of education, age and gender

on the probability of migration decisions .......... 115

Table 5.4: Effect of actual profession, education,
age and sex on the probability of migration
deCiSION .eveeevieiiiicrc e 116
Table Al.1: Detailed OLS results. Dependent
variable: logarithmic earnings. Education entered
years completed .......oooviveiniiiniieeeen 118
Table A.1.2: Detailed OLS results. Dependent
variable: logarithmic earnings. Education entered
in three categories (reference: 8 grades or less) .. 118
Table A1.3: Employment rate and educational
attainment of men aged 25—64 in Hungary
and in the EU (15), 2001 ...ocovieiiininieiecnene 119

STATISTICAL DATA

Table 1.1: Main economic indicators 1. ............... 149
Table 1.2: Main economic indicators 2. ............... 150
Table 2.1: Population ..........cccociiiiiiiiiiiinccn 151
Table 2.2: Population by age groups — in
thousands .....c.ccceevevrierereeiennreecceeen 152
Table 2.3: Male population by age groups — in
thousands ........ooiiiiiii 153
Table 2.4: Female population by age groups — in
thousands ...c.ccccoevvrierevereinennnneeecrceeeee 153
Table 3.1: Labour force participation of the
population above 14 years .....c.cocovevereuicererennnns 154
Table 3.2: Labour force participation of the
population above 14 years — males ..................... 155
Table 3.3: Labour force participation of the
population above 14 years — females .................. 155
Table 3.4: Labour force participation of the
population above 14 years — per cent .......c....... 156
Table 3.5: Labour force participation of the
population above 14 years — males, per cent ...... 157

Table 3.6: Labour force participation of the
population above 14 years — females, per cent ... 158

Table 3.7: Labour market status as reported by
Labour Force Survey Respondents ........c.c.c...... 159

Table 4.1: Employed of working age ........ccccc....... 160

243



INDEX

Table 4.2: Employed above working age .............. 161
Table 4.3: Employed .......cccoooiiiiiiiiicee 162
Table 4.4: Employed by gender ..........cccccovunenacne 163
Table 4.5: Composition of the employed by

age groups — males, Per Cent ......cceeeeerreruruenenes 164
Table 4.6: Composition of the employed by

age groups — females, per cent ........cccccceeninieinns 165
Table 4.7: Composition of the employed by

level of education — males, per cent ......c.coueeeee. 165
Table 4.8: Composition of the employed by

level of education — females, per cent ................ 166

Table 4.9: Employed by type of employment ....... 167
Table 4.10: Composition by type of employment

= PEL CENT 1ttt 167
Table 4.11: Employees by industry, per cent ........ 168
Table 4.12: Employees of the corporate sector

by firm size, per cent ....cccevveveneinrierineinienene, 168
Table 4.13: Employees of the corporate sector

by the share of foreign ownership, per cent ....... 168
Table 5.1: Unemployment rate by age and gender

and % of long term unemployed ...........cccoeece. 170
Table 5.2: Composition of the unemployed by

level of education — females .......cccccceeinininnnenes 171
Table 5.3: Composition of the unemployed by

level of education — males ........cccccooiciiiiinnnne. 171
Table 5.4: The distribution of unemployed by

duration of job search, in thousands .................. 172

Table 5.5: Registered and LFS unemployment ..... 174
Table 5.6: Unemployed by economic activity

as observed in the LES .....ccoviiiiiiiinnnnns 175
Table 5.7: Selected time series of registered

unemployment, yearly average .........c.ccceueunnnne. 176
Table 5.8: First-time entrants and re-entrants

to the unemployment register, in thousands ...... 177

Table 5.9: Monthly average of inflow of first time
registered unemployed in 2003 by occupation,

2 digit FEOR code ....ccooueiiiiiciiciiiccicceeee 178
Table 5.10: Benefit receipt and participation
in active labour market programs .......ccccouvuneee. 179

Table 5.11: Distribution of registered unemployed,
unemployment benefit recipients and unemploy-

ment assistance by educational attainment ........ 181
Table 5.12: The ratio of those who are employed
among the former participants of ALMPs ......... 181

Table 5.13: Employment ratio of former participants
of ALMPs by sex, age and education for the pro-
grammes finished in 2002 ... 182

Table 5.14: Employment ratio of former participants
of ALMPs by sex, age and education for the pro-
grammes finished in 2003 ..., 183

244

Table 5.15: The distribution of the total number

of labour market training participants .............. 184
Table 5.16: The distribution of labour market
training participants by the type of training ..... 184

Table 5.17: The distribution of those entering into
the training programmes by age groups and educa-

tional level for male and female participants ..... 184
Table 6.1: Inactive population by gender ............. 185
Table 6.2: 15-54/15-59 years old inactive

population by gender ..o 186
Table 7.1: Nominal and real earnings .................. 187
Table 7.2: Gross average earnings by industry

— 01l o 188
Table 7.3: Gross average earnings by industry

— manual workers .......cccoecinnnneeiicie 188
Table 7.4: Gross average earnings by industry

— non-manual workers ........c.cocoeeveeininnnienenne. 189
Table 7.5: Gross average earnings distribution

by IndUSTry ...cociiiiiii 189

Table 7.6: The composition of full-time employees
and average earnings by gender in major branches
of the economy in 2003 ......cccovverivverereiccninennnnne 191

Table 7.7: The composition of full-time employees
and average earnings in the economy by gender
and level of education in 2003 ........cccccrcererenennne 191

Table 7.8: The composition of full-time employees
and average earnings in the budgetary sector by
gender and level of education in 2003 ............... 192

Table 7.9: The composition of full-time employees
and average earnings in the competitive sector by

gender and level of education in 2003 ............... 192
Table 7.10: Wages, sales prices and productivity

I INUSETY e 193
Table 7.11: Minimum wage .....c.ccccvuvervruererererennnen 194
Table 7.12: National wage agreements ................. 195
Table 7.13: Industrial and firm-level wage

AGIECIMENLS .vovvenierieseiesiescereeteeese e eae e eaees 195
Table 7.14: Percentage of low paid workers by gender,

age groups, level of education and industries ..... 196

Table 7.15: The differentiation of gross monthly

earnings by gender, ratios of deciles, 1992-2003 . 198
Table 8.1: School leavers by level of education ..... 199
Table 8.2: Pupils/students entering the school

system, by level of education ........ccccccurccrerenenne 200
Table 8.3: The number of full time pupils/students

by level of education ......ccccoeenrencneininccene. 201
Table 8.4: The number of pupils/students not in

full time by level ... 202
Table 8.5: Number of secondary school pupils by

type of school and field of training .................... 203



INDEX

Table 8.6: Number of students by field of

CLAININEG oo 204
Table 8.7: Number of high school applicants,

FUll tiMeE ooveeieeieeeceeeeeeeee e 204
Table 8.8: Life-long learning (LLL) by gender

and labour market status .......ccoocoeiieeieiiiiiies 205

Table 8.9: Population aged 7 years and over by
highest education attained and gender, per cent ..
Table 8.10: Population by education and age
groups, as a percentage of the population in
the same age group ....c.cceeeeveriveeeererecccisnrienenes 206

Table 8.11: Population by education and gender .. 206
Table 8.12: Persons in employment by highest
education obtained, per cent ..........cccccecuinenuene. 207
Table 8.13: Economic activity by highest education
level and gender .....c.ceueueiininnniciciciines 207
Table 8.14: Persons in employment by major groups
of occupations and highest education ................ 208

Table 8.15: Employees by selected groups of occupati-

ons and highest education level, as a percentage

of total number of persons employed ................. 209
Table 8.16: Persons in employment by industry

and highest educational attainment .................. 210
Table 8.17: Persons in employment by status of

employment and highest education attained ..... 211
Table 8.18: Number of registered unemployed by

educational level, yearly averages .........cccccccceee. 212
Table 8.19: Number of registered unemployed school-

leavers by educational level, yearly averages ....... 212

Table 8.20: Persons in employment working on
site of domicile and daily commuters by highest
education attained ..........cccooiiiiiiiiiiiie, 212
Table 9.1: Registered vacancies .........cccccevereeunne 213
Table 9.2: Average monthly inflow of reported
vacancies in 2002 and 2003 by occupation, 2 digit

FEOR €Ode ..voiiiiiiiiniiieieeeceeeeee e 214
Table 9.3: Firms intending to increase/decrease

their staff ..o 215
Table 9.4: Firms expecting increasing/decreasing

OFAELS oot 216
Table 9.5: Firms activating new capacities ........... 217
Table 10.1: Regional inequalities: Labour force

PArticipation rates ........ccoeeeeieiieniiiieiiceieeieeins 218
Table 10.2: Regional inequalities: Employment

FATIO ettt 219
Table 10.3: Regional inequalities: LFS-based

UNemployment rate .......coceeveveveeeeininerenuenenenenns 220
Table 10.4: Regional inequalities: Registered

UNEMPlOyMENt Tate ...coveveeereeereereeereenrenereerenenen 221

Table 10.5: Annual average registered unemployment

rate by counties .........ccocovciniiciiiiiiccee 222
Table 10.6: Average monthly earnings in Budapest
and the counties ........oceceerveeinnnnereciicnininenne 223
Table 10.7: tébldzat: Regional inequalities: gross
monthly earnings ..o 224
Table 10.8: Regional inequalities: gross domestic
PLOAUCT vttt 226

Table 10.9: Notices of major layoffs reported to the
County Labour Centres, and new jobs created by
new firms, plus recruitmens by existing employers
over 10 persons, 2002 ........c.oceiviiniiniiiniiniinn, 227

Table 10.10: Notices of major layoffs reported to the
County Labour Centres, and new jobs created by
new firms, plus recruitmens by existing employers

over 10 persons, 2003 ........cccceiviiiiiniiiiiiiniinns 228
Table 10.11: Number of registered unemployed by
educational level, yearly averages ...........ccccceu.. 228

Table 10.12: Number of registered unemployed scho-
ol-leavers by educational level, yearly averages ... 229
Table 10.13: Population aged 7 years and over by
highest education and administrative/geogra-
phical areas ....c.coevecereenneincinccen 229
Table 10.14: Unemployed and persons seeking for
an employment by highest education attainment,

regions and types of localities .......cccccccevverurunnnnes 230
Table 11.1: Work permits issued to foreign

CITIZEIIS eveeeeeeeeererrereniiiaeeeeeeeeeeneesennnnnnaeeesaeeeennnns 231
Table 12.1: Strikes ..cooovveeeiiciieiieeieeeeeee e 231

Table 13.1: Employment and unemployment rate

of population aged 15-64 by sex in the EU-15

and EU=25, 2003 ......ccceeurennenininierercircnenenenans 232
Table 13.2: Employment composition, 2003 ....... 233
Table 13.3: Youth educational attainment level

and participation in the LLL in EU-15 and

EU-25,2003 ..oooiiiieeeeeeeeeeeee e 234
Table 13.4: Monthly statutory minimum wage
rates, Full-time adult employees, aged 23+ ........ 235

245



INDEX

FIGURES
LABOUR MARKET TRENDS

Figure 1: Ratio of hopeless unemployed to the

number of inactives, 2003 and 2004 ................... 15
Figure 2: Unemployment rate by age, total

population ......ccoiiiiiiiii 16
Figure 3: Quarterly change of employment,

DY 2ZE vt 16
Figure 4: Unemployment rate by education ........... 17
Figure 5: Employment and unemployment rate

by gender ..o, 18
Figure 6: Employment rate by region,

2000-2005 .ooiiiiiiiiii 20
Figure 7: Sectoral transformation by regions,

2004. 1. — 2005. L. cooveieveciiiiececceeeeee 20
Figure 8: Growth rate of real net wage and GDP,

19912004 ..ot 21
Figure 9: Growth rate of real net wage in the

public and private SeCtor .........ccococucuciriiirininicnas 23
Figure 10: Total earnings and the growth index

in the 7 regions of Hungary, 2004 ...................... 24
INFOCUS

Figure 1.1: Schooling and standard deviation

of log earnings .......ccccoevuvviiininiiiiiniinicnas 31
Figure 1.2: Returns to schooling, different

functional forms. 1989, 2002 ........c.cecveeveeennennen.. 35
Figure 1.3: Returns to schooling levels, relative

t0 8 grades ......coviviiiiiiiiiii, 36
Figure 1.4: Returns to completed years of

schooling ........ccooviiiiiiiiii 36
Figure 1.5: Age-earnings profile by educational

attainment, 1989, 2002 ......ccociiieeeeiiiiee. 37

Figure 1.6: The proportion of those who have

atteined different educational levels as a percentage

of the EU average by both classifications by

gender, aged 25-64, 2001 .....covvverericcininnnnnee 39
Figure 1.7: Average and predicted years of

education and the proportion of the population

aged 25—64 who have at least upper secondary

education (per Cent) .......ccccoevecueeerucursecuccrieeeeeaenes 40
Figure 1.8: Relative employment rate of those

who have less than upper secondary education

(aged 25—64) and their share in the population

by gender ..., 41
Figure 1.9: Average years of education and average
expected years in education ..........cccoevecereinnenene. 43

246

Figure 1.10: The share of under-educated (no more
than old-type vocational education) in the
population aged 20 (per cent) .......ccevrerucueueurnenes 44

Figure 1.11: The proportion of workers with higher
education diploma, the average wage premium
for higher-education occupations, the proportion
of higher-education occupations, and the proportion
of workers with higher education diploma working
in higher-education occupations, 1994-2002
(PEE CEML) vttt 48

Figure 2.1: Total number of students in secondary
education, by programme 1985/86-2002/2003 ... 52

Figure 2.2: Rates of admission to higher education
from different secondary education programmes,

19912001 ..oeoiiiiiiiiie e 53
Figure 2.3: Supply and demand of secondary school
places, by programme type 2000-2002 .............. 54
Figure 2.4: Observed and required schooling,
1994-2002 (years of schoooling) ..........cccccueuueee 62
Figure 2.5: The proportion of the over- and under-
educated, 1994-2002 (per cent) ....eevevevevcereerenene 63
Figure 2.6: Returns to a year of over-, under- and
required education, 1994-2002 (per cent) .......... 63

Figure 3.1: Estimated effect of parental education
on the probaility of choosing different types of
secondary schools ........cccceeivcnnnnnicccciecenene 71
Figure 3.2: Estimated effect of unemployment rate
of the micro region on the probability of choosing
different types of secondary schools .................. 73
Figure 3.3: Estimated (median) and true wage
profiles with secondary school and higher educatio-
nal qualification .....c.oeueveveeicninnnineeeccccene 76
Figure 3.4: Estimated and current average earnings
of different occupations at age 30 (1,000 HUF) .... 77
Figure 3.5: Estimations of current average earnings
and wage expectations by intention to further
STUAIES ettt 78

STATISTICAL DATA

Figure 1.1: Annual changes of main economic

indicators 1. ..o 149
Figure 1.2: Annual changes of main economic

Indicators 2. ...coovevecirieceiieicece e 150
Figure 2.1: Population on Ist January .................. 151
Figure 2.2: Population by age groups ........c.cccee.... 152
Figure 3.1: Labour force participation of

population at working age, total ............ccccceeu 156
Figure 3.2: Labour force participation of

population of working age, males ...................... 157



INDEX

Figure 3.3: Labour force participation of

population of working age, females ................... 158
Figure 4.1: Employed of working age .........c....... 160
Figure 4.2: Employed above working age ............ 161
Figure 4.3: Employed .....ccccoovviiiniiiiiiinn, 162
Figure 4.4: Employed by gender ..........ccccceueee. 163
Figure 4.5: Employed by age, per cent ................. 164
Figure 4.6: Employed by highest educational

attainment and gender, per cent ..........cccoeeeeuees 166

Figure 4.7: Ratio of employees, members of
cooperatives, members of other partnerships,
self-employed and assisting family members,

PEL CENT ettt 169

Figure 4.8: Employees of the corporate sector by
firm size and by the share of foreign ownership . 169

Figure 5.1: Unemployment rate by gender ........... 170
Figure 5.2: The distribution of unemployed by
duration of job search, in thousands .................. 172
Figure 5.3: Quarterly flows between labour market
states, population between 15-74 years ............. 173
Figure 5.4: Registered and LES, LES 15-24 age
unemployment rates ......coceeveeueereerererreerieenennes 174
Figure 5.5: Registered unemployed by economic
ACTIVILY eviiiiiiieiie e 175

Figure 5.6: Long-term registered unemployment . 176

Figure 5.7: Ratio of re-entrants within the total
inflow to the register ......ccccevnreeiiicinnnnnes 180

Figure 5.8: The ratio of average unemployment
benefit, unemployment assistance and regular social

allowance to average gross earnings ................... 180
Figure 6.1: Inactive ratio by gender ................... 185
Figure 6.2: Inactivity ratio of working age

population by gender ........ccooniiiiiiiinns 186
Figure 7.1: Change of gross real earnings and

net real €arnings ........cccceeeeeeinnieieieiecinnnenes 187
Figure 7.2: Gross real earnings as a percentage of

national average, by industry, 1995, 2003 ......... 190
Figure 7.3: Index of productivity and real earnings

deflated by the producer price index .................. 193

Figure 7.4: Minimum wage, average gross

earnings = 100 .....cccooeveiiiiiiniiciieccceeee 194
Figure 7.5: The composition of low paid workers

by gender and age groups ......coceeuevereciiinininnnne 196
Figure 7.6: The composition of low paid workers

by education ........cccoccuiiiiiiiii 197
Figure 7.7: The composition of low paid workers

by industries .......cccocoviiiiiiiiininii 197
Figure 7.8: The differentiation of gross monthly

earnings, 1992-2003 ..........cccoeviiiiininiinnnnn 198
Figure 8.1: Full time studens as a percentage of

the different age groups .......ccocevuvueueeiccnininnnns 199
Figure 8.2: Flows of the educational system

by level ..o 200
Figure 8.3: The percentage of sharing the pupils/

students in the educational system .......ccc.c...... 201
Figure 9.1: Number of registered vacancies and

registered unemployed .........cccooniiiiiiiiiininns 213
Figure 9.2: Firms intending to increase/decrease

their staff ..o.ovoveiiicc e 215
Figure 9.3: Firms expecting increasing/decreasing

OFAELS vttt 216
Figure 9.4: Firms activating new capacities .......... 217

Figure 10.1: Regional inequalities: Labour force
participation rates in NUTS-2 level regions ...... 218
Figure 10.2: Regional inequalities: Employment
ratio in NUTS-2 level regions .......ccccccuveererenenne 219
Figure 10.3: Regional inequalities: LFS-based
unemployment rates in NUTS-2 level regions ... 220
Figure 10.4: Regional inequalities: Registered
unemployment rate in NUTS-2 level regions .... 221
Figure 10.5: Regional inequalities: unemployment

rates in the counties .....ccocoeveveverrinrevercrccninennnnns 222
Figure 10.6: Average of registered unemployment

rate by counties, 2003 ......ccoeeririeneinneenene 225
Figure 10.7: Regional inequalities: gross monthly

CATMINGS .oveeieeieeieeieicieiec e 225
Figure 10.8: Regional inequalities: gross domestic

PLOUCE .ot 226

247




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /ENU (Use these settings to create PDF documents with higher image resolution for high quality pre-press printing. The PDF documents can be opened with Acrobat and Reader 5.0 and later. These settings require font embedding.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


