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1. Employment outlook

1.1. Employed people

According to the data of the labour force survey, the number of
employed people was 4,368 thousand in the 1st quarter of 2017,
106 thousand more than in the same period of the previous year. The
growth rate of 2.5% in the 1st quarter was somewhat lower than that of
3.5% in the previous year. The main source of the expansion is still the
continuous rise in the retirement age, which, for the time being, can
even offset the fact that the number of people in the generations entering
the labour market is much smaller than that of people leaving the labour
market due to retirement. The employment rate calculated for the 15-64
year-old population was 67.1%. About one-fourth of the 2.0 percentage
points improvement compared to the 1st quarter of 2016 resulted from
the 52 thousand decrease in the number of people of corresponding age,
i.e. the denominator of the rate. The decrease in the labour reserve also
contributed to the slowdown in the pace of employment growth. To
alleviate the labour supply problems emerging in more and more areas
of the economy, a number of government measures were taken recently
or are in the phase of implementation. (These include among others the
modification of the rules of public employment, the increase in the
amount of housing benefit in order to stimulate domestic mobilization,
the workers' dormitory building programme, as well as the facilitation of
the employment of Ukrainian citizens, but the considerable rise of the
minimum wage and the salary adjustment of people working in the
public sector can also be listed here.)

1 Source: Eurostat Newsrelease 50/2017.
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Source: labour force survey.

As a result of our very favourable labour market trends in recent years,
our relative position in the EU improved considerably despite the fact that
employment increased and unemployment decreased in most of the EU
member states. According to the most recent available data, in the 4th
quarter of 2016, the employment rate of the 15-64 year-olds was
0.6 percentage point higher than the EU average, within which the
advantage grew to 1.7 percentage points in case of men and the
disadvantage fell to 0.5 percentage point in case of women. With the
82.9% employment rate calculated for the 25-54 year-olds, i.e. people in
the best working age, we belonged to the one third of EU member states
having the most favourable indicator. Although the youth employment rate
is still lower than the EU average, but increased by 2.3 percentage points
compared to the previous year. The youth employment rate strongly
depends also on the education system typical of the country and on how
widespread work while studying in tertiary education is. The improving
employment data are accompanied by low unemployment, and in the 4th
quarter of 2016, only 3 member states (the Czech Republic, Germany and
Malta) had unemployment rates lower than the 4.4% in Hungary. Similarly
to Hungary, the member states with low level of unemployment had
mostly small labour reserve; so, for example, the number of job vacancies
was nearly 1 million in Germany, and the 3.0% job vacancy rate in the
Czech Republic was the highest one among the member states.!
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The 121 thousand increase in the domestic primary labour market was
behind the year-on-year growth of 106 thousand in the number of employed
people. The number of people indicating a local unit abroad as workplace was
8 thousand fewer than in the 1st quarter of 2016. Although the decrease
roughly equals the sampling error associated with the data, it indicates that the
intensity of migration for work is declining. The number of people working in
public employment fell by more than 7 thousand compared to the previous
year (this is also confirmed by administrative data), but the government
envisaged to decrease the annual number of people working in this form of
employment more significantly, by about 20 thousand. One in every three
employed people worked in Central Hungary, and the region also accounted
for one third of the headcount increase.

Table 2
Number of the employed and its change compared to earlier
periods
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Table 1

Employment rate and unemployment rate in EU member states,
4th quarter 2016

Employment rate

15-24 | 25-54 15-64 year-old Unemploy-
Country ment
year-olds men |women| together rate, %b)
% change?)

Austria 512 838 758 678 7138 0.5 5.6
Belgium 23.0 805 672 596 634 1.6 7.2
Bulgaria 189 761 671 596 634 03 6.7
Croatia 239 725 619 518 56.8 1.0 13.4
Cyprus 261 772 692 59.1 639 0.8 13.0
Czech Republic  29.0 864 80.0 656 729 2.1 3.6
Denmark 56.7 823 776 715 745 0.7 6.1
Estonia 372 825 749 683 716 03 6.6
Finland 383 798 699 669 684 0.6 8.0
France 275 795 676 606 64.1 0.3 10.3
Germany 475 843 790 715 753 0.9 3.8
Greece 136 654 608 431 5138 0.5 23.6
Hungary 29.2 829 739 61.2 67.5 2.7 4.4
Ireland 325 763 712 60.1 656 1.7 6.7
Italy 162 69.0 665 483 574 0.8 12.2
Latvia 315 796 694 682 688 0.1 9.3
Lithuania 306 827 702 692 697 1.7 7.7
Luxembourg 259 834 709 619 665 0.7 5.9
Malta 453 791 788 529 66.1 2.2 4.2
Netherlands 60.8 834 800 705 752 0.9 5.4
Poland 286 806 718 585 651 1.4 5.6
Portugal 242 809 688 632 659 1.6 10.6
Romania 215 779 700 531 616 0.2 5.5
Slovakia 270 799 717 589 653 1.8 9.1
Slovenia 29.0 844 692 637 66.6 1.4 8.1
Spain 182 724 652 549 60.1 1.5 18.6
Sweden 424 86.0 773 745 759 0.3 6.4
United Kingdom  51.7 83.2 784 69.3 738 0.5 4.6
EU-28 340 791 722 61.7 66.9 0.9 8.2

2) 04 2016-04 2015 (percentage point).
b) Calculated for the 15-74 year-olds.
Source: Eurostat (state of 8 May 2017).

Change in the num-
Number of employed SEFEU N
Denomination ol 20y
compared to
Q12010 (Q12016|Q12017 | Q12010 | Q12016
Total 3678.7 42622 43679 689.2 105.8
Men 19522 23140 23776 4254 63.5
Women 17266 19481 19904  263.8 42.3
Central Hungary 11923 13767 14114 2191 34.7
Central Transdanubia 4191 483.6 4946 75.5 11.0
Western Transdanubia 399.2 4523  461.6 62.4 9.2
Southern Transdanubia 329.2 362.1 366.8 37.6 4.7
Northern Hungary 389.1 4593  464.5 754 5.2
Northern Great Plain 4827 5906 6186 1359 28.0
Southern Great Plain 4671 5375 5504 83.3 12.9
Employee 32151 37961 39144  699.3 118.3
Members of business
partnerships 1433 1466  157.8 14.5 1.2
Self-employed 308.1 3065 2838 -24.3 -22.7
Unpaid family workers 12.2 13.0 12.0 -0.2 -1.0
Working in premises in
Hungary 36333 41422 425.2 6229 114.0
of which: declare to
be public worker 53.1 2082  200.7 1476 -7.5
Working in premises
abroad 454 119.9 1M11.7 66.3 -8.2

Source: labour force survey.

According to the data of institutional labour statistics, the number of
employed people grew by 2.7% at corporations employing at least
5 persons, budgetary institutions and observed non-profit organisations in
the 1st quarter of 2017 compared to the 1st quarter of 2016. In the busi-
ness sector, including the 9 thousand public workers, 2,037 thousand
people worked, 3.6% (nearly 70 thousand people) more than in the same
period of the previous year, while at budgetary institutions, excluding
public workers, the headcount of 693 thousand was roughly the same as a
year earlier. Non-profit organisations designated for data supply employed
130 thousand people.
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* Until 2012, only data of the public sector are available.
Source: monthly labour statistics.

In the observed segment of the national economy, the number of full-
time workers increased by 2.5% (to 2,726 thousand including public
workers) and that of part-time workers grew unusually dynamically
compared with the previous years (by 4.6% to 301 thousand). It can be
assumed that, in the latter group, there are also people who were
reclassified only ‘on paper’ because of the rise of minimum wage.

At budgetary institutions, corporations employing at least 5 persons and
observed non-profit organisations, the monthly average statistical staff
number of public workers was 176 thousand in the 1st quarter of 2017,
11 thousand fewer than in the 1st quarter of 2016. Out of them,
155 thousand were employed at budgetary institutions (typically at local
governments) and 12.3 thousand at non-profit organisations.

According to the data communication of the Ministry of Interior2
containing also those who are not covered by the institutional labour
statistics, the monthly average number of people registered as public
workers was 193.9 thousand in the 1st quarter of 2017, nearly
15.5 thousand fewer than in the corresponding period of the previous year.
Although the public work programmes of recent years contributed
significantly to the improvement of the employment situation and the
income position of families, public employment is not a goal but an
employment policy tool, over which employment on the open labour mar-
ket has a priority. The government has supported to direct people in public
employment to the open labour market with numerous measures (job
finding benefit, job protection action plan, benefit for persons with reduced
working capacity, etc.). The range of tools is expected to be further
expanded in 2017 in order to reduce the number of people working in this
form of employment. At present, one of the major obstacles to labour
market integration is the unfavourable composition of public workers by
educational attainment. Out of the 149.9 thousand people entering public
employment in March 2017, 45.2% of women and 45.8% of men had only
completed primary education and another 9.0% and 9.4%, respectively did
not even finish that. 33.7% of men had apprentice or vocational school
qualification, and 10.4% had G.C.S.E. Among new-entrant women, the
proportion of those having the two secondary levels of education was
nearly the same (low).

= Employed at corporations m Employed at non-profit organisations

1.2. Lahour demand
Based on the data compiled according to the EU methodology, at
corporations employing at least 5 persons in the business sector, the
number of job vacancies or jobs expected to become vacant in the near
future, for which employers have already taken steps to fill as soon as
possible (contacted head-hunter companies, announced the job vacancy,
etc.) was 43 thousand in the 1st quarter of 2017. This meant a nearly 20%
growth compared to the same period of the previous year and, at the same
time, the highest value measured since the introduction of job vacancy
statistics.

Figure 4
. Number of job vacancies in the business sector
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Source: job vacancy statistics

Within the business sector, the ratio of job vacancies to all jobs was the
highest in the section information and telecommunication in the 1st quarter

2 Source: monthly information on the state of public employment (www.kozfoglalkoztatas.kormany.hu).
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of 2017, and the ratio of 3.2% was more than 1.5-fold of the average of 2.0%
in the total business sector. Gorporations classified to manufacturing, the
section of the national economy employing the largest headcount, reported
16.5 thousand job vacancies to be filled which accounted for 2.4% of all jobs.
There are increasing labour shortages in the sections construction and
accommodation and food service activities as well, the job vacancy rate was
already 2.6% in the former and 2.3% in the latter section in the first quarter
of the year which is out of the season. According to main occupational
groups, the job vacancy rate was relatively the highest in group
‘2. Professionals’; in addition to the current 196 thousand people with such
jobs another 6.2 thousand would be needed.

In addition to the statistics based on EU standards, the data series of the
National Employment Service (NES) based on the continuously incoming
labour demand notifications show the evolution of the labour demand
according to a different concept. Employers are primarily interested in
announcing those jobs at the employment service which they want to fill in
supported form of employment or by foreigners. Besides, this way, they
typically search for candidates for jobs mostly requiring lower qualification.
In March 2017, employers reported altogether 211.6 thousand job vacancies
at the NES, 25 thousand fewer than in the same period of the previous year.
93.3% of them were jobs to be filled in supported form of employment. Most
of the new labour demands, 43.9% of all demands were reported in
Budapest, Borsod-Abauj-Zemplén and Szabolcs-Szatmar-Bereg counties.
The number of job vacancies available in March was 276.6 thousand, out of
which 144.7 thousand were still unfilled on the closing day. The majority of
job vacancies to be filled in unsupported form of employment were registered
in Budapest, as well as in Gydr-Moson-Sopron, Bécs-Kiskun and Zala
counties, but it was relatively significant in some other counties where there
were also larger labour supply problems (e.g. Congrad and Békés counties).
In unsupported form of employment, employers were typically looking for
people with simple industry and construction industry occupations,
mechanical machinery assemblers and lorry drivers.

1.3. Unemployed people, potential labour reserve

In the 1st quarter of 2016, the number of unemployed people according to
the definition3 of the labour force survey fell by 66 thousand to 206.8
thousand compared to the same period of the previous year, and the
unemployment rate was 4.5%.

Table 3
. Major unemployment indicators
Unemployed, thousand Unemployment rate, %
persons
Period
15-24
men | women |together| men | women |together
year-olds
2015. Q1 186.3 161.3 347.6 7.7 7.8 78 194
Q2 163.5 1469 3104 6.7 71 69 178
Q3 151.8 1409 2927 6.1 6.7 64 167
Q4 146.1 1346 280.7 5.9 6.5 62 153
2016. Q1 1470 1258 27238 6.0 6.1 6.0 142
Q2 1314 1026 2341 83 4.9 5.1 13.3
Q3 1216 1048 2265 49 5.0 49 127
Q4 1099 951 205.0 44 45 44 1.6
2017 Q1 1089 979 206.8 44 47 45 103

Source: labour force survey.

In the 1st quarter of 2017, the level of unemployment was the lowest, only
1.9% in Central Transdanubia (thus being ahead of Western Transdanubia)
and the highest, 8.5% in Northern Great Plain.

3 Does not work, is actively looking for a job and is available.
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Figure 5
. Unemployment rate* hy counties, 1st quarter 2017
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*Calculated for the 15-74 year-olds.

In the 1st quarter of 2017, the number of registered jobseekers was
311.9 thousand, i.e. higher than that of unemployed according to the ILO
definition and by 70.3 thousand fewer than in the same period of the
previous year. Within this, the number of registered jobseekers was
extremely high, 350.8 thousand in March. The 18.3% growth compared to
the previous month can be explained by the fact that, after the completion
of public work programmes that month, many of those affected returned to
the registration system..

Table 4

. Major data of registered jobseekers

(thousand persons)

Of which:
eligible for
' Registered jobseekers’ | social | without
Rl jobgeekers gg rretzzrr; JaIIowar?ce bt_an_efit any pro-
or assis- | recipients | vision
tance
2016
January 359.2 38.7 64.5 118.5 176.2
February 366.6 40.3 66.2 125.0 175.4
March 420.7 44.6 77.3 133.6 209.8
1st quarter 382.2 41.2 69.3 125.7 187.1
2017
January 288.3 30.4 63.6 87.2 137.5
February 296.5 314 63.8 915 141.2
March 350.8 34.8 78.7 101.9 170.2
1st quarter 311.9 322 68.7 93.5 149.6
1st quarter
2016=100.0% 81.6 78.1 99.1 74.4 80.0

Source: register of the National Employment Service (http:/nfsz.munka.hu).

52% of registered jobseekers received some kind of provisions, which
proportion was somewhat more favourable than in the previous years. 42%
of the recipients got jobseekers’ allowance or assistance. In March 2017, the
share of (long-term) jobseekers having been registered for at least one year
was 23.2%, slightly lower than in the previous months. As those who return
to the system from public employment are considered new entrants, their
mass registration in March reduced the average duration of job search.


http://nfsz.munka.hu/
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. Potential labour reserve, 1 st quarter of 2017
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Figure 5
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Source: labour force survey.

In the labour force survey, 343.6 thousand people defined themselves as
unemployed according to their labour market status, 75 thousand fewer than
in the 1st quarter of 2016 and nearly 410 thousand fewer than the value of
752.8 thousand in the 1st quarter of 2013, i.e. the peak of the last decade.
This also indicates that the labour force reserves which can be relatively
easily mobilised is rapidly decreasing similarly to the groups which can be
counted as potential labour reserve.

In the 1st quarter of 2017, the total number of people belonging to the
so-called potential labour reserve (in addition to unemployed people,
underemployed people and those who want to work but do not look for a job
or could start working only later) was 397 thousand as opposed to
490 thousand a year before.

1.4. Inactive people

The number of inactive people of working age (15-64 year-old) is
continuously decreasing partly due to demographic and partly to labour
market reasons. In the 1st quarter of 2017, 1,914 thousand people belonged
to this category, 4.2% less than in the same period of the previous year. The
number of the two largest groups — pensioners and students — was both
lower than a year earlier. In case of the former group, this can be attributed
to the rise in the retirement age, the effect of which is somewhat dampened
by the possibility of retiring after 40 years of employment in case of women,
while in the latter group, it is associated with the decrease in the number of
the age group. The number of jobseekers’ provision recipients, who are
regarded inactive because they do not meet the three criteria of unemployed
according to the ILO definition, fell to 47 thousand. The number of the
so-called ‘other inactive people’ who neither study nor have regular (social-
type) income is relatively stable. The majority of the nearly 146 thousand
women belonging to this category are classical housewives who are out of
the labour market due to family obligations, while 17 thousand justified their
absence by their health status. About 12% of the nearly 92 thousand 15-64
year-old men belonging to the ‘other inactive’ category referred to this latter
factor. In the 1st quarter of 2017, among other inactive people, 38 thousand
women and 40 thousand men met the criteria of the labour reserve (i.e.
would have liked to work but did not take any steps to find a job).

Unemployed not available Available, but not searching

for a job

Table 5
Number of inactive people aged 15-64 years by the reason for
absence from the lahour market

1st quarter 2017 1 st quarter 2016=100.0
Denomination men | women | together | men | women |together
number, thousands %
Pensioners, annuity
recipients 2684 4315 6999 927 944 937
Child care provision
recipients 23 2342 2365 653 970 966
Jobseekers' provision
recipients 22.0 25.1 471 714 10141 84.6
Students 3331 3213 6543 985 964 974
Nursing and orphan’s
allowance recipients 9.8 27.6 373 884 758 78.8
Other inactive 923 1461 2383 962 1083 1033
Inactive people aged
15-64 years, total  727.8 11857 19136 946 96.6 958

Source: labour force survey.

2. Earnings, income from work

2.1. Gross earnings

In the 1st quarter of 2017, in the field of observation employing 3,026
thousand people (corporations with at least 5 employees, budgetary
institutions and designated non-profit organisations), average gross earnings
of full-time employees were HUF 281.9 thousand, 11% higher than in the
same period of the previous year. The exceptionally high growth rate of
earnings can be partly explained by government measures, but the
strengthening competition for labour force has also a ‘buoyancy effect’ on
earnings. The change in the minimum wage affected the total national
economy. On 1 January 2017, the minimum wage rose to HUF
127.5 thousand from HUF 111 thousand and the guaranteed minimum wage
to HUF 161 thousand from HUF 129 thousand. This had a direct effect in case

5
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Table 6
. Total and regular average gross earnings, total and excluding public workers, 1st quarter 2017
National economy; total Of which:
Staff arou business sector public sector non-profit organisations
group - - . .
average gross of which: average gross of which: average gross of which: average gross of which:
earnings, total regular earnings, total regular earnings, total regular earnings, total regular
Total, HUF/capita/month
Manual 197 516 191 319 208 640 200 842 160 535 159 858 162 760 160 265
Non-manual 375033 348 889 431 469 388 079 307 926 302 364 301 064 296 917
Together 281 851 266 177 295923 274 184 255 512 251 687 244 956 241 479
1st quarter 2016=100.0
Manual 113.5 113.6 113.6 113.6 1134 113.5 108.7 109.5
Non-manual 109.5 1101 106.9 107.7 114.0 114.2 106.4 106.6
Together 111.0 111.5 109.9 110.5 113.8 114.0 109.0 109.4
Of which: without public workers, HUF/capita/month
Manual 212222 205 261 209 603 201748 236 462 235194 189 492 186 244
Non-manual 378 628 352 149 431654 388 240 313 890 308 177 306 715 302 461
Together 295 621 278 878 296 948 275105 296 342 291 636 265 941 262 037
1st quarter 2016=100.0
Manual 1134 113.5 1134 113.5 114.5 114.7 109.4 110.3
Non-manual 109.3 110.0 106.9 107.7 113.6 113.8 107.3 107.4
Together 110.7 111.2 109.8 110.4 113.6 113.8 109.1 109.5

Source: monthly labour statistics.

of low wage earners, while in case of people earning more than the minimum
wage, earnings were also influenced by the demand to eliminate wage
compression. In numerous fields of the public sector, significant wage
correction measures were taken in 2016 and 2017. Most of the measures in
2016 were concentrated in the second half of the year, therefore they have
an effect on the index of earnings in the 1st quarter of 2017 through the base.
While the wage of public workers did not change in 2016, the HUF 81,530
wage of public workers valid from 1 January 2017 increased by 3.0% and
their guaranteed minimum wage by 5.0%, so also the wage of public
workers preserved its value in real terms.

Average gross earnings amounted to HUF 295.9 thousand in the business
sector, to HUF 255.5 thousand at budgetary institutions and to HUF
245.0 thousand in non-profit organisations, which, due to their headcount,
have a smaller effect on the average of the national economy. In the two
sections of the national economy having the largest weight in terms of
employment, i.e. in manufacturing and in wholesale and retail trade, repair of
motor vehicles, average gross earnings rose by 10.9% and 10.7%,
respectively. The strong effect of the minimum wage rise on earnings is
shown by the fact that in sections of the national economy where average
earnings are low, wages increased very dynamically. So, for example,
earnings rose by 12.6% both in accommodation and food service activities
and in construction, and in the manufacture of textiles, wearing apparel,
leather and related products, the worst paid branch in manufacturing,
earnings were 14.4% higher than a year earlier. In the manufacture of
transport equipment, earnings grew by 11.8%, but in this field of economy
having relatively high average earnings, the rise was the result of the strong
bargaining position of workers. Average gross earnings of people working in
the section of financial and insurance activities, which is still the first in the
ranking in respect of average earnings, grew by 5.8% to HUF 540.9 thousand
and the earnings of those working in the section of information and
communication, coming second in the ranking, rose by 2.8% to HUF
512.6 thousand. Within manufacturing characterized by average gross
earnings of HUF 295.1 thousand, average gross earnings were the highest
(HUF 594.8 thousand/month) in the manufacture of coke and refined

4 The actual payment with retroactive effect was typically made in March.

petroleum employing only 5.6 thousand people, and the growth rate of
earnings was much lower here than the average of the national economy.
Within earnings, presumably because of the fact that the minimum wage rise
narrowed the margin of wage policy, the growth rate of non-regular earnings
was much lower than that of regular earnings. In the business sector,
earnings of employees of state-owned corporations (e.g. Hungarian Post,
Hungarian State Railways, Volanbusz Transport Company and regional
waterworks#4) will rise by 30-32% on the whole in the next three years, and
its first rates of 13% and 14% were due at the beginning of 2017. As a result,
non-state-owned companies with similar profile (e.g. Budapest Transport
Privately Held Corporation) also had to find sources for a similar wage rise in
order to keep the current number of staff at least.

The growth rate of earnings in the public sector in a given year is mostly
influenced by the central government measures and the change in the
number and wage of public workers. The latter had no significant role in the
1st quarter of 2017, but in all sections of the national economy characterized
by the predominance of the public sector, there were such measures which,
similarly to 2016, either through their carry-over effect or through their effect
in the current year, contributed to the outstandingly high growth rate of
13.8% (13.6% calculated with public workers) of earnings in the 1st quarter
of 2017. In the section public administration and defence, compulsory social
security, after the 30% salary increase on 1 July 2015, the wages of people
working in law enforcement (armed forces) grew by another 5.0% on 1
January both in 2016 and 2017. Besides, in 2017, public employees working
in this field also received a salary increase in the form of wage supplement.
In the second half year, wages of people working in district offices and at the
National Tax and Customs Administration were settled as well, and in
January 2017, as a result of their reclassification to state officials, the wages
of employees in the capital and county government agencies also grew. The
wage development of judges and prosecutors started in the 4th quarter of
2016, so average gross earnings calculated without public workers grew by
14.8% to HUF 343.1 thousand in the section public administration and
defence, compulsory social security. The average wage of HUF
284.7 thousand and the growth rate of 8.7% in education was, on the one
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hand, the result of the teacher career programme launched in 2013 and
lasting until 2017 for increasing the wages of teachers by 3.5% every year
until 2017. Besides, in July and December 2016, people who work in public
education but are not qualified teachers and were left out of the wage
development, received an extra remuneration of HUF 35 thousand. The other
factor of greater weight was the wage development of instructors and
researchers working in tertiary education which started in the autumn of
2016. Both in 2016 and in 2017, the most significant measures for salary
increase were concentrated in the section human health and social work
activities. In the 1st quarter of 2017, average gross earnings calculated
without public workers amounted to HUF 250.2 thousand, 20.5% higher than
in the 1st quarter of 2016. The salary increase was 21.1% for people working
in the field of human health care and 19.3% for those working in social care.
In January 2017, the 20 thousand public employees working in cultural fields
received a salary increase of 15% on average.

Average gross earnings of public workers were HUF 81.1 thousand, and
the actual growth (2.6%) was somewhat lower than the tariff-growth,
presumably partly due to the more frequent unpaid work stoppages because
of the unfavourable winter weather and partly due to the fact that, among
them, the proportion of those employed in jobs corresponding to their
qualification for higher wages decreased by the increasing labour demand of
the primary labour market.

In budgetary institutions and non-profit organisations performing delegated
state duties, employees whose net earnings decreased due to the rules of
personal income tax and contributions in force from 2011 received
compensation not making part of earnings. As a result of wage correction
measures and labour force replacement, the range of employees concerned
is continuously shrinking, and in the 1st quarter of 2017, the number of
people applying for compensation was 106 thousand. The average monthly
amount of the compensation was HUF 9,400 in the former and HUF 8,700 in
the latter circle of institutions.

2.2. Net earnings and family tax benefit

In 2017, both the personal income tax rate and employees’ contributions
were the same as in the previous year, thus, net wage index taking these into
account increased in the 1st quarter of 2017 to the same extent as gross
wage index, by 11%. On the level of the national economy, average net
earnings amounted to HUF 196.6 thousand calculated without public workers
and HUF 187.4 thousand taking them into account. Average net earnings
were HUF 196.8 thousand in the business sector and HUF 169.9 thousand
(HUF 197.1 thousand excluding public workers) at budgetary institutions.
The 2.6% rise of consumer prices over the same period resulted in an 8.2%
growth in real earnings.

Table 7
. Net and real earnings taking into account family tax benefit,
1st quarter 2017
Calculated Net Real Share of
Number of net earnings | earnings? employees
dependent earnings, ch belonging to the
children HUF/capita/ 1 B com2pa1redoto household type,
month st quarter 2016, % v,
0 child 183 706 10.9 8.1 53.9
1 child 192 069 10.9 8.1 225
2 children 219736 1.9 9.1 17.3
3 or more children 238 547 9.9 7.2 6.3
National economy,
total 195 284 11.0 8.2 100.0

2) Galculated with the consumer price index of 102.6% in the 1st quarter 2017.
Source: monthly labour statistics and a micro-simulation model using data of the household
budget and living conditions survey.
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In 2017, while the other benefits were unchanged, the family tax benefit
for families with two children continued to increase and they can reduce
their personal tax base each month by HUF 100,000/child instead of HUF
83,330/child in 2016.

According to the results of the micro-simulation model based on the
demographic and income data of households, in the observed range of
organisations, family tax benefit resulted in a monthly extra income of HUF
7.9 thousand per employee on average. The surplus was nearly HUF
36 thousand per month in families raising two children and about HUF
55 thousand per month in case of earners caring for three or more children
compared to the net earnings of those raising no child.5

2.3. Income from work

In the 1st quarter of 2017, income from work used in international
comparison amounted to HUF 295.3 thousand, and within this, other
income from work to HUF 13.4 thousand. The latter was about HUF 1,500
more than the average in the 1st quarter of 2016.

Table 8
. Income from work per capita, 1st quarter 2017
1st quarter
1st quarter 2017 2016
average of which: . .
_— rtion of other income
Denomination monthly  |average monthlypmpo e
. : from work within total
|nco\:vn;;rom otff:g;quxg:;e income from work
HUF/capita/month %
National economy,
total 295 258 13 407 4.5 4.5
Of which:
business sector 309 731 13 808 45 4.7
public sector 268 566 13 054 4.9 4.0

Source: monthly labour statistics.

Among the sections of the national economy, other income from work
continued to be the highest in electricity, gas, steam and air conditioning
supply in the 1st quarter of 2017 with a monthly average of more than
HUF 34 thousand, but in some sub-sections of manufacturing, such as
the manufacture of coke and refined petroleum products and the
manufacture of pharmaceuticals, employees received even higher
amounts of benefits. In contrast, in social care, where the workplaces of
most public workers not eligible for extra allowances are classified, the
monthly average amount of other income from work was less than
HUF 4 thousand.

5 In 2017, to make the maximum use of the family tax benefit, families with two children had to have HUF 200 thousand and those with three children HUF 660 thousand monthly income (tax base).
In case of a smaller amount, 15% of the difference can be deducted from the contributions as well. Spouses may also share the benefit in any proportion.
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