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LABOUR MARKET EFFECTS OF PUBLIC WORK:
HUNGARY’S EXAMPLE
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Abstract

The size of the Hungarian public work programme was an appropriate public policy
response across Europe to tackle the crisis and long-term unemployment. Hungary has
used the resources available to all labour market tools only for this kind of intervention.
Therefore, it is important task to analyse its effectiveness together with the short and long-
term impacts. In our study, we are going to undertake a brief overview of Hungarian
public work- from the economic-social regime change to the present day by focusing on
how efficient the system is and how it can fulfil its purpose. In the course of the analysis we
draw parallels between the available international and domestic literature and our own
research results in the years 1995, 2005, 2015 and 2017. The results show that although
the attempt is appropriate, it has many shortcomings that require correction.
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Introduction

To put it in short, labour market tools are categorized into two groups: the tools that
help the life of the unemployed (welfare) and the tools that encourage re-placement
(workfare). The welfare policy is based on social solidarity. We use the term “workfare
for programmes that require work in return for social assistance. Behind the public
work programmes there is the concept of workfare, according to which the provision
of benefits and income transfers is worthy of some kind of work for the community.
The goal to be achieved through public work and the extent to which it is used
determines whether it is an active employment policy tool or a social policy measure
to deal with poverty. They are used in countries with different levels of development.

In the practice of developing countries, most of these programmes offer low
wages, short-term employment, typically in the construction, agriculture and rural
development sectors, in many cases in the most disadvantaged regions and community
services (Eardley et al., 1996; Grover—Stewart, 1999; Ismail, 2016). Public works
are increasingly being used to fight poverty, to guarantee employment, or to move
towards self-employment, such as Argentina, Ethiopia, India, Iran (Shah—Steinberg,
2015; Ismail, 2016; Rosas—Sabarwal, 2016; Karimi, 2018). In many less developed
countries, they are almost the only form of labour market intervention.

In developed countries, as a response to mainly short-term economic shocks, or high
unemployment, short-term public work programmes are typically employed, primarily
to channel the unemployed back into work. Target participants are usually special
social groups, so these programmes often include re-employability in combination
with training elements (Kim—Zurlo, 2007; Melo, 2009; Robbins, 2015; Guccio et al.,
2014; Crost, 2016; Schob et al., 2016; Bertrand, 2017). In developed countries, the
use of public works programmes is retreating because costly and other active labour
market interventions have proved to be more effective, mainly due to substitution
and displacement effects (Hort, 2001; Zieliiski, 2015; Douarin—Mickiewicz 2017;
Ko—Cho, 2017).

The extent, targeting and complexity of the Hungarian public work programme
experienced in the past have been quite unusual in the practice of developed countries.
There are many arguments for and against public employment, and opinions are very
divided.

According to research, society supports the principle of ,work for help”. Public
work tests the ability to work, gives local governments the opportunity to employ
labour cost-efficiently, generates long-term employment and continuous income for
the families concerned. Public work has become a universal tool for dealing with
unemployment and poverty, although it is lagging behind any value that is a condition
for minimum living. Yet, in the disadvantaged settlements, the only option is for
formal work and livelihood, since the majority of the regions that are heavily involved
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in public work have few jobs. In disadvantaged settlements, local farmers are able to
employ the local population that is separated from agricultural activity as part of public
work. Municipalities provide the most motivated, experienced, reliable, unemployed
under this programme with essentially continuous employment. Public work wages
are higher than the amount of job replacement support, somewhat reducing poverty,
but not enough to allow an outbreak of poverty (Bujdos6-Remenyik, 2008, Herdon-
Z6rdg, 2012; Szlics et al. 2013; Czirfusz, 2014; Czibere-Molndr, 2017; Kods, 2016;
Uszkai, 2014; Varadi, 2010; Varadi 2016).

At the same time, research on the operation of public work has also shown that
its expenditures are displacing the applicability of active tools, and the chances of
labour market reintegration are greatly reduced. The wage surcharge of 25,000 HUF
between the public work wage and the labour market wage does not motivate to be
employed. Thus, most people do not choose hard physical work for the minimum
plus income. Supported programmes tend to employ the most hopeless, the most
inexperienced unemployed, with a high proportion of Roma. Nearly one third of
the participants in the public work programme had received income support and
social assistance, i.e. they were unemployed permanently. Thus, the participants
do not have the capital required for the primary labour market, either in terms of
qualifications, social status, or relationships, nor in terms of work experience. The
segregation effect of public work is also well known. One of the reasons for this
is that the majority of public employees work in workplaces where all employees
are employed by the public. Public work programmes can lead to the closure of
a settlement and create competition for local entrepreneurs. It is against public
work to stigmatize the participants that they are more likely to seek employment
in the framework of the primary labour market. Furthermore, the fact that in many
cases the tasks performed are meaningless are demoralizing (Csehné, 2007; Cseres-
Gergely—Molndr, 2014; Fazekas, 2015; Frey, 1993; 1995; 1997; 2007; Koltai, 2014;
Kulinyi, 2013; Laszl6, 2016; Scharle, 2013).

In Hungary, between 30 and 40 thousand people worked in some form of public
work from 1996 to 2006. This number increased from 2009 to 60-100 thousand and
in 2013 it exceeded 130 thousand. In 2018 the planned number is 190 thousand,
in 2019 it is 170 thousand, and in 2020 it is 150 thousand (Figure 1). This value is
also high internationally. The country spends a lot on public work programmes in
international comparison, and little on other labour market tools that would help
the retraining or job seeking of the unemployed. Budget expenditures on public
work continued to increase from 2011 to 2016 (from HUF 70 billion to HUF 340
billion), but much lower than in 2018 (HUF 220 billion).



34

Imola Cseh-Papp, Erika Varga

Changes in the mmmber of registered unemploved and
public employed after the regime change (person)
800 000
T00 000 A
600 000 4 Registered
= 500 000 ed;
2 264700
£ 400 000
Z. 300 000
200 000 S}
100 000 ——-——PUHiT
,Dx-"-"' --------- employed
\@ﬁ, \@h \c?"a \&,I% & '@ﬂy ) ;@b- i }’?F o H?\Q n?\f., n;b“h ny_\b\nchSP@BDD

Figure 1 Changes in the number fo registered unemployed and public employed after

the change of the regime

Source: authorsown calculation based on CSO

Material and Methods

The study focuses on the main characteristics of public workers based on the results
of a survey carried out at three occasions covering a period of about 20 years. The

purpose of the data analysis was to find out how the

structural distribution of the

unemployed participating in public work changed in a subregion with labour market

indicators corresponding to the national average'.

The survey sample was made up by public workers (213 persons) at the Hatvan
office in 1994, and in 2004 to individuals (122 persons) engaged in public work

and participants in programmes launched in 2014

(611 persons). The time of

investigations ranges from January-March 1995, January-March 2005 to January-
March 2015 and related to public workers in the previous calendar year.

1 in: CSEHNE PAPP 1. (1995): Kézhaszni foglalkoztatds a Heves Megyei Munkaiigyi Kézpont
Hatvani Kirendeltségén az orszdgos mutatdk titkrében, 1994-ben, OMK. Manuscripts, and
CSEHNE PAPP L. (2007): A kozhasznt foglalkoztatds jogi és humdn vonatkozdst valtozdsai

az utdbbi tiz évben, Munkaiigyi Szemle. 4. pp. 15-19.
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In the next part of the study, the aim of the survey was to formulate a questionnaire
mapping of the opinion of the public employees (103 persons) in 2017.

Results

Results of data analysis

The examined period can be divided into two parts. During the first ten years, the
number of persons involved in public work decreased to about half. According
to a survey carried out in 1995, in 1994, the number of public workers was 213
and in 2004 only 122. This significant reduction in the number of employees was
justified by the widening of labour market subsidies. On the other hand, the rate of
support provided by the Employment Fund could also have affected the decline in
asset penetration. In 1994, the Hatvan Office was able to spend HUF 24,319,000
on public work , and for the year 2004 the available framework changed to HUF
43,431,000, which represents a significant decrease, including the changes in
inflation over ten years. In the second phase, the number of participants was doubled
by raising HUF 273,092 million funds in 2015.

There was a significant change in the gender distribution in both periods: in 1994,
75% of public workers and only 42% in 2004, and again in 2014, increased to 64%.

The 1995 survey found that most (30%) public workers completed 8 general and
vocational schools; The distribution of public workers by educational level slightly
improved in the second period of the study.

The qualification provided a period of shorter working hours before public work
in 1994, while this was not typical for 2004 and 2014.

In 1994, almost equal share of public work was paid in annuity and the
unemployed receiving the replacement income allowance, in 2004 it was twice the
number of regular social assistance recipients of public work, as they became public
workers during the annuity period. In 1994, 30% of those with qualifications were
already in public work during the disbursement period, and the unskilled were also
30% in the period of income replacement support. In 2004, the proportion of the
unemployment benefit decreased and the proportion of regular social assistance to
those in public work increased. In 2014, 35% of public employees had not been
employed for 1 year other than public work. 2 years 11%, 3 years 32%, 4 years 8%,
5 years 14% did not work on the primary labour market.

Following public work, the same proportion (19%) of employees were in 1994
than in 2004, and slightly less (13%) in 2014.

The analysis of the 1994 data revealed that the younger the public worker, the
greater the chances of getting a job. By 2004, the employment prospects for the
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18-25 age group decreased and doubled for those over 51 years of age. By 2014,
only 13% of 18-25-year-old were able to find a job in the primary labour market,
although more than half of public employees would need to work occasionally.

In the first 10 years, there is a stronger correlation between employee qualifications
and the level of public work wage, and the proportion of those receiving minimum
wage increased (from 52% to 77%).

In 1994, the unemployed were best paid (higher than the minimum wage) who
worked for 7-9 months. By 2004, there was no correlation between the duration of
employment and the amount of salary received for the performance of public work.
Wages have been pushed into the background of public work because clients have
made a commitment even if they have not earned high earnings.

In 1994, there was a greater dispersion between the nature of the activity carried
out in the framework of public work and the wage received for the performance of
public work. In 2004, an amount higher than the minimum wage could only be
obtained in the case of auxiliary and intellectual work, and the minimum wage was
doubled for intellectual work only.

There was not much change in the nature of the activity performed during the
two study periods. Most non-profit workers completed auxiliary work: 35% in
1994, 67% in 2004, 68% in 2014. They are mainly workers with primary education.
The results of the previous research have shown that public workers have completed
activities that correspond to their educational attainment within the framework of
public work. The difference is that in 2004 and 2014, 93% of those with a vocational
qualification had semi-skilled jobs. Higher education graduates appeared at every
survey time and at all levels of activity.

Based on the research experience, the following common conclusions are interesting:
e The 1995 survey revealed that some respondents had been unemployed se-
veral times since the introduction of the register. This was also reflected in
the 2005 and 2015 analyses. The reason for this was seen in the first two
study periods that employers who used to find a job in the primary labour
market were often employed and were permanently marginalized. As a result
of a personal interview with several interviewees during the 2015 survey,
they found that they were left in the cycle because they had no time to look
for a job.

e In the first and second surveys, it has been found that unemployed people
who have only been part of public work are more likely to be reintegrated
than those who have repeatedly taken part. In 2015, this was rarely the case.

e  The majority of jobs offered in the context of public work are low presti-
ge, not suitable for social appreciation or employment without support. In
2015, this statement was complemented by an employee side: most of them
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previously thought it was unimaginable to work in public. Since public work
has expanded with national employers, the number of job opportunities has
multiplied.

e In 1994 and 2004, the typical public worker worked for 3-6 months, with 8
years spent in education. In 2014, most of the public workers were working
in a physical job, with 8 classes, living in modest conditions. Years ago, they
kept their family from the dole, casual and black work.

e For the first ten years, wages equivalent of the minimum wage remained the
most widespread, while in 2015, all workers considered the wage to be unfair.

e  While in 1994 there was a strong correlation between the nature of the acti-
vity performed in the context of public work and the level of unemployment,
by 2004, public work at a lower level of activity was more characteristic. This
was also supported by the 2014 data.

e In 1994 and 2004, most of the employers participating in the programme
were the mayor’s offices, who had been employed for many years. The activi-
ties they carried out were of a public nature, and the business sector had little
interest and would not have been realized in the absence of support. Most of
the employers involved in the 2014 study have been working in public for
a long time, usually 2-4 years.

Results of the questionnaire

The demographic composition of the population receiving public work and its
distribution by educational level are much less favourable than those of the registered
unemployed; The results of the study have shown that men with 8 classes or lower levels
of education are the long-term workers in this form of employment.

35% of those surveyed have not been working for a year outside of public work. 2
years 11%, 3% 32%, 4% 8 years, 14% 5 years ago were not present on the primary
labour market. Nearly one third of the sample was regularly (more than 4 times)
involved in a public work programme. Nearly a third (29%) of those affected have
already worked at their current job several times. Especially for men, they have been
repeatedly recruited regularly as a seasonal worker for more than three times. In the
case of women, more than three-quarters of those with a profession or a general
certificate of secondary education expect to work in public work several times.

According to the data of the given office, 13% of the unemployed were on the
labour market on average after the public work. More than half of the respondents
would need to work occasionally. But they cannot find the time or the right job.

Members of the younger generation are more likely to be in the active age than
those in the older age group. In the case of the 36-45-year-olds, ,parking” and the
provision of temporary income are typical. Those over the age of 45 hardly get into the
programme, and this active tool is the least helpful in their position.
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The majority of the public workers interviewed (77%) were dissatisfied with their
public work wages, but all of them would consider the amount to be acceptable if
the minimum wage was appropriate. The money earned, not called monthly income,
often covered the family’s expenditures, but often remained below it.

According to our study, 78% of physical work is carried out mainly by those
involved in the public work programme in the communal area. Most non-profit
workers have performed semi-skilled jobs (68%), and they have a primary school
certificate. But graduates with tertiary education also appeared at all levels of activity.

The respondents’ opinion on the work done is mostly homogeneous: they believe
that their work is measurable and has tangible results. The members of the sample
stated that they gained new knowledge on employment, which they can use in their
daily lives, feel good at their workplace, and most of them would offer it to their
friends. According to them, it fills them with satisfaction that they contribute to the
beauty of their environment.

Many respondents thought it was unimaginable to work in public, because it
meant street sweeping, which they thought was a shame. At that time, they refused
the job offered, taking the penalty to lose their 22,800 forints for a year. However,
those who had the opportunity to get into municipal institutions were very proud
of the environment, what kind of ,responsible” jobs they could work as cleaners
or office assistants. Since public work has expanded with national employers, the
number of job opportunities has increased several times. They give a lot more freedom
to employees with other benefits like working in larger groups, outside public and
settlement boundaries, working in nature, much looser, with less supervision. The
number of ,,confidential” jobs has increased.

A large proportion of the respondents feel good in the community they work in.
Though the decisive part of the work is forced to work, but in the meantime, they
realize that it is good to belong to a community, there are no unfulfilled requirements,
and it is often time-consuming. If they have not been working for a long time, they
are very afraid of constraints, and will only choose to keep the job or to work on the
30-day commitment. Those who are a bit more demanding and realistic will soon
realize that it is not so bad for them, and they also know that the demands of factories
that promise good earnings are unfortunately not in line with their qualifications,
experience, precision, and attitude to work. They either experience it on their own
because they have tried or heard from friends.

Public workers are happy to experience changes in their everyday lives. The
respondents believed that the financial situation of their families improved
somewhat, so they would like to recommend the possibility of public work to others.
Many families are now able to pay off their accumulated debt and provide them
with regular income, regardless of the low wages. Unfortunately, the existence of
a monthly fixed income for many of them means that the repayment of accumulated
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debts can begin. Previously, casual and black work was unpredictable, and it was not
possible to be eligible for the family tax allowance.

Others work in flexitime, which is also beneficial for the family because they
are better able to help each other in solving everyday problems. There were female
respondents who said that she could only take the job where she could cook in
the morning and look at it during the day. In their culture, serving the family is
a primary concern, and few people can do it with multiple shifts.

Individuals have achieved success through the activity they have done. Participants
have reported good-spirited communities, and it is not uncommon to have friends or
love relationships. They see success in creating a network of relationships, in shaping
the agenda, in developing a sense of usefulness provided by work, in raising family
income, and thereby increasing the status of family support.

Several people stressed that it is better to work for themselves and for each other than
to stand in front of the post offices for the dole and to “get organised” by work. They
notice how serious-minded workers can influence others. They have an agenda, they will
have a task, most of them dare not drink alcohol during the day because they are afraid
to lose everything. Many people highlight the task they are entrusted with and are happy
to trust them to work with people who speak with respect to them as their superiors.

The following conclusions were drawn from the questionnaire survey with public
workers:

e 3-4 suitable public work of clients have a strong ‘sticking’ effect. As a result
of a personal interview with several interviewees during the study, they
found that they were left in the cycle because they had no time to look
for a job. The study found that unemployed people who had been part of
a public service job only once were more likely to reintegrate than those who
repeatedly did. Presumably, after 5-6 times more public work, there will be
little chance of open labour market employment.

e Wk see a stronger ,transition effect” than young people under the age of
25 than the older age group. The effect of the programme is therefore
significantly correlated with age. Young people under 25 years of age in
public work trusted in the open labour market, while those over 26 years
of age are more likely to imagine multiple participation in public work. The
older the individual, the greater the resignation to public work that replaces
open labour market employment.

e The nature of work in public employment is mostly physical work without
qualifications. Despite the low prestige, the work done after a while enhances
the individual’s self-esteem and sense of utility.

e Most of the participants see the impact of public work on changes in their
working knowledge and financial situation.
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e The majority of public workers work in jobs where everyone, or almost
everyone, works in public.

e Employers participating in the programme were, for the most part, the
mayor’s offices, who had been employing workers for many years. The
activities they carried out were of a public nature, and the business sector had
lictle interest and would not have been realized in the absence of support.

e The social policy nature of public work is gaining momentum, as decision-
makers have tried to restrict those who would not have been able to work
without it.

Conclusion
Overall, the opinion of international evaluators is that public work programmes

(a) may be a means of combatting poverty by providing temporary employment, if
they are targeted at disadvantaged areas or specific labour market groups (Subbarao
et al., 2013; Ninno et al., 2009; Martin-Antén et al., 2017; Bertrand, 2017);

(b) but this effect mainly occurs in the short term and only if the public worker wages
remain below the minimum wage (Murgai et al., 2015, Datta—Chakrabarti, 2016);

(c) however, public work programmes are not regarded as an active labour
market programmes to increase labour market opportunities and reintegrate
(Zimmermann, 2012; Norton, 2018);

(d) however, they are also quite expensive (Lal et al., 2010; Azam et al., 2013).

Until 2008-2010, several Hungarian researches (primarily under the leadership
of Mdria Frey) analysed the labour market and the social impacts of public work.
In the course of the investigations, several negative aspects were expressed about the
support. Some of the criticisms point out that

(a) subsidized work does not contribute or contributes little to the continued
employment of the supported worker in the labour market through work
experience, although this objective has been formulated as a function of the
instrument;

(b) the local governments primarily use the asset as a source of additional funding
for their tasks;

(c) the probability of getting outside the system from public work is smaller than
that of other programmes, and the more people will be employed by the public,
the less likely it is to get out of the system (later analyses by Cseres-Gergely and
Molndr (2014)).
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The two-decade long primary examination focused on examining the
composition of public workers in the Hatvan area in 2004, comparing it with
the data from the 1994 survey, and completing the 2014 survey with a personal
interview in 2017.

The results have shown that the initiative is good and forward-looking, but the
experience so far suggests that there are many flaws and , diseases” that need to be
improved. Here we have to mention wages, the need for a related training system, or
the problems of work tasks, work organization, working conditions.

At the same time, it is well known that there are regions and groups of workers
whose employment difficulties and livelihoods in the current economic circumstances
may not lack public work. A significant proportion of public workers are those who
are not permanently unemployed, who are not already at an acceptable level of
performance, in most cases they do not have the expertise, so market players would
not be interested in anyway.

At the time of the survey, most of the opinions were drafted that do not dispute
the success of the programmes. Outsiders think about it differently, they formulate
more criticism. The participants in the test sample measure their negative and positive
experiences with their daily work for their own individual goals, and overall, they are
satisfied while the researchers set long-term macroeconomic goals.

Based on the results, some concrete recommendations will be made. The
development of the public work system would be conditional on the choice of
a wide range of activities, the adjustment of remuneration to performance and the
combination of different forms of employment (full-time, part-time, engagement,
voluntary work). Public work, job creation and training could be used to solve the
employment difficulties of municipalities.

The ultimate goal for the future is to avoid ,sticking” to public work, which should
be supported with targeted assistance, practical training and retraining, which would
help to channel jobseekers back to the labour market. Real change can only be achieved
by meticulous work and with an approach not seen so far in domestic policy.
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