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Summary

The number of employed people continued to increase in 2018 as well,
their annual average number was 4,469 thousand, 1.1% or nearly
50 thousand more than in the previous year. However, the growth rate
of employment was lower than in recent years, due to the fact that the
mobilizable labour force reserve decreased to a minimum partly because
of demographic reasons and partly due to the labour absorption result-
ing from the favourable economic processes in the previous years.

The dynamic improvement of the employment rate resulted dominantly
from the increase in the number of the employed, but the decrease in
the population number, which is taken into account when calculating
the employment rate, also contributed to the improvement. A very sig-
nificant result is that in 2018, the 74.4% rate for the 20-64 year-olds
was only 0.6 percentage point lower than the 75% targeted for the
member states in the Europe 2020 strategy.

The increase in the number of employed people in 2018 was limited to
the primary labour market in Hungary. The increase in the labour
demand - reinforcing the process through conscious government meas-
ures — also redirected some of the people working previously as public
workers to this market segment, and the high growth rate of earnings in
recent years contributed to the fact that the number of people leaving for
work abroad did not increase.

A higher volume of unmet labour demand can be observed in the
labour market from the second half of 2016. The number of job vacan-
cies to be filled has risen steadily ever since. In the 4th quarter of
2018, the number of job vacancies according to the EU definition was
83.3 thousand, almost double the value in the same quarter of 2015.
Despite the relatively high number of job vacancies, the labour supply
was still well above the labour demand in 2018. Calculated without the
underemployed, 281 thousand people belonged to the category of the
so-called potential labour reserve in the last quarter of the year.

Besides, based on the administrative data of the Ministry of Interior,
the nearly 123 thousand public workers in the last quarter of the year
represented a potential source for the primary labour market. However,
the regional differences in the composition of the labour demand and
supply by educational attainment are still significant. The main obsta-
cle to the internal mobilization which helps to eliminate this latter ine-
quality is that the cost of creating housing conditions is increasing and
is becoming more and more differentiated by regions.

e The number of the unemployed and the unemployment rate fell to a his-
toric low in 2018. The annual average number of the unemployed was
172 thousand, and the unemployment rate was 3.7%, one of the lowest
rates in the European Union. In the last quarter of the year, the unem-
ployment rate in Gydr-Moson-Sopron and Komarom-Esztergom counties
did not reach 2%, which means practically full employment. The other
pole was represented by Szabolcs-Szatmar-Bereg county with an unem-
ployment rate of 8.7%, despite the fact that a significant and increasing
proportion of public work programmes was concentrated there.

o After a 12.9% increase in 2017, gross earnings rose by another 11.3%
in 2018. In addition to the wage increasing effect of the growing labour
demand, the systematic rise of minimum wage (which also has a sig-
nificant wage whitening effect) in recent years, another wage and salary
adjustment for employees in state-owned enterprises and some seg-
ments of the public sector, as well as the fact that the number of low-
wage public workers fell significantly also contributed to this growth.

e In respect of the labour market, the two most important measures con-
cerning the 2018 taxes were the increase of the tax base allowance to
HUF 116,670 per child in case of families with two children and another
2.5 percentage points reduction in the employers' social contribution tax.

2. Employment outlook

2.1 Employed people

According to the data of the labour force survey, the number of employed
people aged 15-74 was 4,481 thousand in the 4th quarter of 2018 fol-
lowing the headcount of 4,435 thousand in the first, 4,475 thousand in
the second and 4,487 thousand in the third quarters. In the last quarter
of the year, the headcount increase stopped, even if the seasonal decline
generally observed in this quarter was not typical yet. Despite the steadily
narrowing labour supply, the number of the employed was 1.1% or
48 thousand people more in 2018 than in the previous year, and between
the 1st quarter of 2010 and the 4th quarter of 2018, the number of the
employed increased by more than 800 thousand.

Demographic processes have resulted in a decline in the labour supply.
The number of people aged 15-64 considered to be of working age (and
living in private households) was 6,736 thousand in 2010, only 6,415 thou-
sand in 2017 and it decreased further by nearly 46 thousand in 2018. The
rise of the retirement age could partly offset this labour supply limiting effect
in 2018, and besides, more applications for work permit were submitted
also from the neighbouring non-EU countries (Ukraine, Serbia) than in the
previous year.
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At the same time, Germany, Austria and the United Kingdom were still the
main destination countries for labour migration. According to EU labour
force surveys (such as ‘mirror’ statistics), in 2017, 345 thousand Hungarians

. Change in the number of the employed*

Statistical reflections

Table 1

(thousand persons)

of working age (15-64 year-old) lived in other EU and EFTA countries, which Chanae in the
figure is 2.4 times higher than in 2010. However, while the first half of 2010 Number of employed number gf employed
was characterized by a high and increasing rate of migration, mainly as Denomination
a reflection of the economic crisis, this process stopped in 2017. 2010 2017 2018 2018- 2018-
In 2018, the employment rate of the 15-64 year-old population was 2010 2017
69.2%, 1.1 percentage points higher than a year earlier. However, nearly
half of the improvement was due to the decline in the number of the popu- ~ Total 37324 44214 44695 7371 48.1
lation of working age. Within this, 82.1% of men aged 20-64 and 66.8% of  Men 19925 24173 24462 4537 28.9
women of the same age were employed. The main reason for the difference T — 17398 20041 20233 2834 192
in the employment rates of the two sexes is that during the period of the . . . . .
childcare leave, those who have a job but are not engaged in actual gainful Budapest 7130 8453 8338  120.8 114
employment are counted among the economically inactive people in the
Hungarian statistics, as well as that on the whole, women can exit the  Festcounty 4774 5780 5952 1178 17.2
labour market at lower ages than men (taking into account the opportunity ~ Central Transdanubia 4284 4987  499.1 70.7 0.4
of retirement after 40 years of service time as well). (According to the latest  \vestern Transdanubia 3909.7  469.6 4819 82.1 123
available data of the Hungarian State Treasury, in 2017, the age centre of S , 1
old-age retirement was 60.9 years for women and — in line with the pension ~ Scuthem Transdanubia 3369 3693 3740  37. 48
rules applying to them — 63.5 years for men. Between 2012 and 2017, the ~ Northern Hungary 3944 4748 4853 90.9 10.5
age centre of old-age retirement increased by 1.7 years for both sexes,  Northern Great Plain 5028 6314 6397  137.0 8.6
which shows the persistence of the difference.!) It also contributes, even if :
not significantly, to the gender gap in the employment rate, that in the ez Gre [Pl N UlE 2.
younger generations, the proportion of women in tertiary education is
higher than that of men, i.e. they enter the labour market at higher ages, as BB . 2T GEihy sllss iz £.2
well as that inactivity due to caring for the old or ill family members is ~ Members of business
almost exclusively typical for women. partnerships 1404 1568 1494 8.9 1.4
In 2018, the headcount increase affected exclusively the domestic prima-  Self-employed 3069 2876  306.0 -0.9 18.4
ry labour market, where 98.5 thousanq new jobs were created, which also Unpaid family workers 124 126 102 29 24
absorbed the more educated and mobile part of public workers. Although
within t‘hellim.its of samplling error belonging to the data, the number of Working in premises in
people indicating local units abroad as workplace? in the labour force sur- Hungary 36829 43118 43648 6819 53.0
vey decreased as well. Since 2010, a total of 609 thousand jobs in unsup- of which: dedlare o
ported form of e.mployment have been created in the Hungarian economy, be public worker 75.1 1940 1485 734 455
representing an increase of nearly 70 thousand on annual average. _— .
With the exception of Budapest, the number of employed people grew in ~ Working in premises
all regions in 2018, in proportion to their number, the increase was the abroad 495 1096 1047 95.1 —4.9
largest in Pest region and Western Transdanubia. In the latter region, the  « within the population aged 15-74.
internal labour reserve has been practically exhausted. Source: labour force survey.
Figure 1
. Number of the employed aged 15-74 and the employment rate of people aged 15-64
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Number of employed aged 15-74 (left axis)

Source: labour force survey.

=== Employment rate of 15-64 year-olds, % (right axis)

1 Source: The Hungarian Labour Market 2017, Hungarian Academy of Sciences, Centre for Economic and Regional Studies 2018, Statistical data, Table 11.5.
Those people working abroad are enumerated in the labour force survey who commute daily abroad to work, or who work abroad for a long time, but come home sometimes and contribute to

the living costs of the households providing data.



Statistical reflections

In the 3rd quarter of 2018, the employment rate of the 15-64 year-olds
was 69.5% in Hungary, 0.5 percentage point higher than the EU-28 aver-
age, within which the advantage was 2.2 percentage points in case of men,
while the disadvantage for women was 1.1 percentage points. 84.1% of
Hungarian people aged 25-54 years, i.e. people in the ‘best working age’,
were employed in the reference quarter, and so, in this age group, we were
among the member states with higher employment rates. In 2018, the
Hungarian employment rate was only 0.6 percentage point lower than the
value of 75% targeted until 2020 in the 20-64 year-old population.

Table 2
. Employment rate and unemployment rate in EU member states,
3rd quarter 2018

Employment rate Unem-

15-24 | 25-54 15-64 year-old ploy-

Country ment
year-olds men |Women | together rate,
% change? %)

Austria 542 851 786 69.1 738 0.9 4.9
Belgium 274 806 683 618 650 1.6 5.9
Bulgaria 222 812 726 650 688 0.3 5.0
Croatia 280 775 662 576 619 0.9 7.3
Cyprus 331 809 751 643 695 2.7 7.9
Coen 290 875 819 678 750 09 23
epublic
Denmark 570 832 787 730 759 1.0 49
Estonia 390 845 780 718 749 0.1 5.2
Finland 482 829 752 709 731 2.1 6.5
France 31.0 808 693 622 657 0.7 8.8
Germany 477 851 801 723 763 0.7 3.3
Greece 147 702 659 462 559 1.3 18.3
Hungary 297 841 766 625 695 0.8 3.8
Ireland 431 790 747 635 69.1 1.1 6.0
Italy 182 702 685 494 589 0.5 9.4
Latvia 3.2 832 754 703 728 1.9 7.0
Lithuania 359 849 741 716 728 1.9 5.9
Luxembourg 295 833 700 637 669 -0.1 6.1
Malta 520 850 819 631 728 29 3.7
Netherlands 650 848 820 734 777 1.4 3.6
Poland 309 830 745 614 680 1.5 3.8
Portugal 290 845 732 673 702 1.7 6.8
Romania 260 819 749 573 66.2 0.9 3.9
Slovakia 283 815 744 613 679 15 6.4
Slovenia 373 81 757 679 719 1.5 5.0
Spain 235 751 687 573 63.0 1.2 14.6
Sweden 492 872 804 768 786 0.6 6.1
i =2 510 841 792 702 747 05 42
Kingdom

EU-28 364 808 744 636 69.0 0.8 6.6

2) 03 2018 compared to Q3 2017, percentage point.
b) Calculated for the 15-74 year-olds.
Source: Eurostat (state of 5 February 2019).

3 The hired workforce is included in the statistical staff number of the temporary work agency.
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The relatively high employment improving rapidly after the crisis was
accompanied by one of the lowest unemployment rates in the EU, and in
the 3rd quarter of 2018, only the Czech Republic, Germany, the Netherlands
and Malta had unemployment rates lower than the 3.8% in Hungary which
equalled the rate of Poland.

In the field of observation of monthly labour reports, i.e. enterprises
with at least 5 employees, all budgetary institutions and non-profit organ-
isations, which are more significant in respect of employment, nearly
3,117 thousand people were employed in 2018 including the 126 thou-
sand public workers. This represented a growth of 1.2% and of 2.6%
calculated without public workers compared to the previous year.
Similarly to the entire workforce, the dynamics of headcount growth was
higher in the first half of the year. At enterprises with at least 5 employ-
ees, including nearly 5 thousand public workers, 2,139 thousand people
worked, 2.7% more than a year earlier. At budgetary institutions — includ-
ing nearly 110 thousand public workers —, the headcount of 817 thousand
was 3.0% lower than in the same period of 2017, while calculated without
public workers, the headcount grew by 1.3%. Non-profit organisations
designated for data supply employed 161 thousand people, and 12 thou-
sand of them worked as public workers.

In the field of observation, the number of full-time workers increased by
1.1% to 2,795 thousand including public workers, and that of part-time
workers grew by 2.1% to 322 thousand.

40 thousand of the employed were foreign citizens, 17% more than
a year earlier, and 45 thousand were working through temporary work
agencies.3 One-fourth of foreign workers were employed in the section
manufacturing, but their number was relatively high in the sections con-
struction known for struggling with workforce shortage, as well as in
transportation and storage. Four-fifths of the hired workforce were
employed by enterprises in manufacturing, especially in the manufacture
of transport equipment where 9 out of 100 were employed in this way
in 2018. In addition to those included in the statistical staff number,
54 thousand people worked less than 60 hours per month on an annual
average (e.g. with an ad hoc employment contract) in the national econo-
my, of which 42.5 thousand at enterprises with at least 5 employees.

At organisations involved in the monthly labour reports of HCSO, the
annual average number of public workers was 126 thousand in 2018,
23.6% fewer than a year earlier, so that their number was stable between
113-115 thousand from July. Despite the high growth rate of earnings, the
government did not change the public employment wage in 2018 in order
to encourage public workers to entry into the primary labour market. This
idea has proved to be successful mainly in the case of more educated for-
mer public workers living in settlements with better transport links. The
amount of job-finding benefit® doubled from November (to HUF 45,600/
month) which also serves the encouragement of entering the primary
labour market.

According to the full range of data based on the administrative records
of the Ministry of Interior responsible for public employment, the monthly
average statistical number of people registered as public workers was
135.6 thousand in 2018, which meant a decrease of 24.4% compared to
the previous year, but the regional concentration of public employment has
increased. In December, more than one-third of the nearly 122 thousand
public workers lived in Borsod-Abatj-Zemplén (19.2%) and in Szabolcs-
Szatmér-Bereg (18.2%) counties, and these two counties were the ones
where their number decreased the least compared to the same month of
the previous year. In addition to low educational attainment, the most
important obstacle to finding a job is presumably the limited supply of jobs
which can be accessed daily. The increased labour demand in the last two
years — partly independent of the place of residence — has helped those with
higher educational attainment to find a job in the primary labour market,
and thus the composition of public workers by educational attainment is
getting worse. In December 2018, 10.7% of public workers did not even

4 Data broken down by sections of the national economy are biased by the fact that some of people working abroad are included in the staff number of the temporary work agencies (or intermediary agencies).
5 The benefit may be granted to former public workers who found a job in the business sector until their public work contract expires.
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. Change in the number of public workers*
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Figure 2
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* People employed as public worker at enterprises with at least 5 employees, all budgetary institutions and designated non-profit organisations.

Source: monthly labour statistics.

complete primary school, while another 47.5% had only primary education,
and in the given month, the decrease in the headcount of these two cate-
gories was 6.3 and 3.3 percentage points lower, respectively than the one
among all public workers. Since 2017, the majority of public workers have
already been women (58% in December 2018), partly because women find
it more difficult to commute which — despite the higher income — is harder
to reconcile with their role in the family than in case of men, and partly
because most of the unskilled jobs in the primary labour market require
significant physical efforts.

2.2. Labour demand
According to the job vacancy statistics of HCSO, the labour demand contin-
ued to increase in 2018 as well. In the field of observation of the quarterly
labour reports, the number of job vacancies or jobs expected to become
vacant in the near future, for which employers had already taken steps to fill
as soon as possible (contacted head-hunter companies, announced the job
vacancy, etc.) was 79.4 thousand in the 1st quarter of 2018. This figure rose
to 83.6 thousand in the 2nd and to 87.7 thousand in the 3rd quarter and
then, in the 4th quarter, it decreased by 4.4 thousand compared to the
previous quarter. However, this latter still exceeded by 10 thousand the
number of job vacancies in the same period of the previous year.

In the 4th quarter, the number of job vacancies to be filled was
60.3 thousand at enterprises with at least 5 employees in the business
sector, 12% more than a year earlier. The ratio of job vacancies to all jobs

. Number of job vacancies at enterprises employing at least five persons
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Source: job vacancy statistics.

6 The job vacancy rate refers to sections B-S.

was the highest in the section of administrative and support service activi-
ties where 5.6% of all jobs were to be filled. More than half of the nearly
10 thousand advertised jobs were elementary occupations not requiring
qualifications, for which typically temporary work agencies listed in this
section were looking for employees for their clients. In the last quarter,
another 21.8 thousand job vacancies were reported by enterprises in the
section manufacturing and 6.2 thousand by those in the section wholesale
and retail trade, repair of motor vehicles. In the sections of the national
economy characterized by the predominance of budgetary institutions, the
number of job vacancies was 4.1 thousand in education, 2.7 thousand of
which were intended to be filled by graduates (presumably teachers). In the
last quarter of 2018, the number of job vacancies was 8.6 thousand in the
section human health and social work activities, 2.2 thousand of which
were announced for employees with tertiary education who are able to work
independently, and 4.6 thousand for those with other specialised tertiary or
secondary education, but nearly one thousand unskilled employees were
also missing.

According to the latest published data, the number of job vacancies per
100 jobs was 2.2 in the 3rd quarter of 2018 as opposed to the value of
2.0 a year earlier. The job vacancy rate was still the highest in the Czech
Republic where the number of job vacancies per 100 jobs was 5.9 on aver-
age, while in the still crisis-hit Greece, this rate was 0.6. With its rate of
2.8% calculated according to the EU methodology®, Hungary was in the top
third of member states with the highest job vacancy rates.

Figure 3
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2.3. Unemployed people, potential labour reserve

Following the increase in employment with some time lag, unemployment
has been steadily decreasing since the local peak of 473 thousand in
2012. In 2018, the average number of unemployed people’ according to
the definition of ILO, the specialised agency of the UN fell to 172 thou-
sand, and the unemployment rate was 3.7%. The headcount was by
20 thousand lower than a year earlier, and the rate decreased by
0.4 percentage point.

In the last quarter of the year, the number of the unemployed was
167 thousand, and as a result of the high volume of labour demand, the
proportion of those searching for a job for at least one year decreased
as well from 40% to 39.1%, while the average duration of unemploy-
ment fell from 15.6 to 14.8 months. In parallel with the overall improve-
ment in the labour market situation, regional differences in unemploy-
ment continued to increase. In the 4th quarter of 2018, the two extreme
values were represented by the 8.7% rate in Szabolcs-Szatmar-Bereg
and the 1.3% rate in Gyér-Moson-Sopron county. In 2018, the unem-
ployment rate was 3.5% for men and 4.0% for women, and the annual
average number of the unemployed was 88 thousand and 84 thousand,
respectively.

In 2018, the monthly average number of jobseekers registered at the
National Employment Service was 255 thousand, nearly 10% or 28 thou-
sand fewer than a year earlier. The number of registered jobseekers
decreased in the 2nd quarter, it increased slightly in the 3rd quarter due to
the narrowing opportunities for seasonal and public work jobs, and then it
fell again to 243 thousand in the last quarter of the year.

In 2018, the majority (54.7%) of registered jobseekers received some
kind of cash benefits connected to unemployment. Although, despite the
decreasing number of registered jobseekers, the number of the insur-
ance-based jobseekers’ allowance recipients (for at most 3 months) was
essentially constant in recent years, most of them still received employ-
ment substitution support belonging to social benefits, the amount of
which has been unchanged since 2013 (HUF 22,800/month).

Also the number of those indicating ‘unemployed’ as labour market
status in the labour force survey of HCSO is steadily decreasing. In 2018,
287 thousand people classified themselves in this category on average,
while this figure was 701 thousand in 2012.

. Number of unemployed people and unemployment rate

Thousand persons
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Table 3
. Monthly data of registered jobseekers, 2018
(thousand persons)

Of which:
Regis- ?Iig'ibtl)e
or job- . .
Period tgsfj career- seelj<ers’ bS:r?g#t wg:out
seekers | Starters | allowance recipients provigion
or assis-
tance

January 267.3 255 63.0 83.3 121.0

February 279.2 275 63.9 86.8 128.5

March 284.6 27.0 67.0 84.1 133.5

April 258.0 24.8 63.7 76.4 17.9

May 244.2 225 59.7 74.0 110.6

June 240.7 23.6 574 73.0 110.2

July 257.4 25.9 66.5 745 116.4

August 251.3 25.2 67.7 72.8 110.7

September 251.0 26.3 64.7 71.8 114.5

October 2443 245 64.1 704 109.7

November 243.9 23.6 64.0 70.1 109.8

December 2419 215 65.7 708 105.4
Annual average for

2018 255.3 24.8 64.0 75.7 115.7

2017=100.0% 90.2 83.8 101.3 86.6 87.4

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

Unemployed people, the underemployed and those inactive people who
want to work but do not actively look for a job or do not meet the criterion
of availability constitute together the potential labour reserve according to
the EU definition. In the 4th quarter of 2018, 310 thousand people belonged
to this category, 29 thousand of whom were also included among employed
people as underemployed. Compared to the same quarter of the previous
year, the number of people belonging to the inactive category decreased at
a slightly lower rate than that of unemployed people who are in principle
closer to the labour market.

Figure 4

Rate, %

S [iTaTsla[t1T2l3T4al12l3l4[1T2 s a[t11218T4 11213141 2lsla[11218]4[1]213]4]

2010 2011 2012 2013

Number of unemployed aged 15-74 (left axis)

Source: labour force survey.

2014

2015 2016 2017 2018

quarter
====_Unemployment rate of 15-74 year-olds, % (right axis)

7 According to the definition of ILO (International Labour Organization), the three criteria of unemployment are: does not work, is actively looking for a job and is available.
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. Potential labour reserve, 4th quarter 2018

Population aged 15-74, 7,424 thousand

Statistical reflections

Figure 5

v
Employed, 4,481 thousand

v

Employed without underemployed,
4,452 thousand

Source: labour force survey.

A significant part of the potential labour reserve — including public work-
ers who are considered a reserve for the primary labour market — is con-
centrated in the north-eastern parts of the country, while the majority of the
additional labour force is demanded by the economically more developed
regions of the country.

[ Potential labour reserve, thousand persons
[ Number of job vacancies, thousand

Figure 6

Number of job vacancies and potential labour reserve by regions,
4th quarter 2018

Number of job vacancies compared to
the potencial labour reserve, %
[196-116

[ 11.7-16.2

N 16.3-42.3

N 42.4-67.6

Source: labour force survey, job vacancy statistics.

2.4. Inactive people

In 2018, the number of inactive people of working age (15-64 year-old)
continued to decrease by 3.4% compared to a year earlier, partly due to
demographic reasons and partly because of the continuous rise of retire-
ment age. The largest, but also decreasing, inactive category was that of
students, thus overtaking the group of pensioners of 612 thousand people.
Due to the improvement of chances to find a job and the stricter rules of
eligibility for cash benefits, the number of people who are considered inac-
tive due to the lack of job search, but receive some kind of unemployment
provision, as well as that of people on child care leave decreased, while in
the other categories, a slight headcount increase was observed.

Unemployed A jobseeker who would not
be able to start work

within 2 weeks

A jobseeker who would be able
to start work within 2 weeks but is
not looking for a job

Table 4

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

2018 2017=100,0%
Denomination men | women |together| men | women |together
thousands %

Pensioners, annuity o319 3810 6121 910 910 910

recipients ’ ’ ’ : ’ :
Child care provision

recipients 1.3 2308 2322 722 998 996
Jobseekers’ provision

recipients 16.0 225 386 937 1022 985
Students 3159 3117 6276 978 994 986
Nursing and orphan’s

allowance recipients ~ 10.8 283 391 1055 106.8 106.4
Other inactive 866 151.0 2375 1012 1028 102.2
Inactive people aged

15-64 years, total ~ 661.6 11254 17871 957 971 96.6

Source: labour force survey.

2.5. Working day, working hours

The number of working days — since almost all paid holidays were on
weekdays — was 250 in 2018 and 252 in 2017. In the last three decades,
this was the year when people had to spend the fewest days working
(in case of a general work schedule). In the given year, the number of
working days slightly influences, for example, the development of the
labour cost index as fewer working days result in a smaller number of
hours in the projection base of reported hourly costs, but not influence
a significant part of cost factors (e.g. earnings of non-manual workers or
cafeteria allowances, which do not depend on the number of hours actual-
ly worked). There is a significant difference between the working days that
can be performed according to the work schedule and the time actually
spent at the workplace. According to the last working time account survey
conducted in 2016, people working in businesses with at least 5 employees



Statistical reflections

were on average 39.1 working days away; however, they worked 1.7 days
outside the working schedule. Within the days of absence, 26.7 days were
spent on holiday followed by 10.3 days on sick leave.

In 2018, on average, about 4% of the employed were absent on a given
working week. The most important reasons for absence — in line with the
results of the working time account (OR TIME USE) survey conducted as
part of institutional statistics — were the paid leave followed by absence due
to illness. The number of paid days off was two and a half times higher for
women doing non-manual work than for men doing manual work, the fre-
quency of weekly absence due to illness was much higher for women
(in case of both staff groups) than for men.

There are a number of reasons for certified absences that, if they occur,
do not justify a week-long absence. Of these, strike events, including the
resulting loss of working time, are monitored separately by statistics.
Although 2018 saw more press coverage on strikes, the number of actual
strikes with people involved and hours lost remained very low, but higher
than between 2010 and 2014, when the bargaining position of workers
in the labour market was rather weak due to the crisis.

Table 5
Il strikes*

v | e or s | Mt | et
2010 7 3263 133.1
2011 1
2012 3 1885 46
2013 1
2014 0 0 0.0
2015 2
2016 7 39101 2705
2017 5 6706 304
20187 6 15535 289.4

* Strike events involving simultaneously at least 10 people in a given business organization.
a) preliminary data.
Source: strike statistics.

In 2018, full-time employees in enterprises employing at least 5 people,
budgetary institutions and in non-profit organizations designated for data
provision worked 149.1 hours on average per month (manual workers 150.5
hours and non-manual workers 147.5 hours), which was 98.8% of the pre-
vious year's value (this latter figure was influenced by the number of working
days). In case of enterprises, the number of hours worked was hardly lower
(by 0.9%) than in the previous year, as the lower number of working days to
be completed was offset by a higher number of overtime hours.

3. Earnings, income from work, labour cost

3.1. Gross earnings

The gross earnings of full-time employees in 2018 were on average
329.9 thousand forints including public workers and 341.6 thousand
forints excluding public workers.
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After an increase of 12.9% in 2017, the gross earnings of people work-
ing in enterprises with at least 5 employees, budgetary institutions and
nonprofit organizations designated to provide data further increased by
11.3% in 2018. This high rate was due to the wage-increasing effect of
the rising demand for labour, the further growth of the minimum wage,
the new phase of salary adjustment for employees of state-owned enter-
prises and certain segments of budgetary institutions, and that the num-
ber of public workers fell to three quarters of last year's figure.

On 1 January 2018, the minimum wage rose by 8.2% to HUF 138 thou-
sand and the guaranteed minimum wage by 12% to HUF 180.5 thousand.
Minimum wage increases had a direct impact on the wages of low earn-
ers, and increased the demand in sectors (in organizational size ranges,
occupations) where the share of minimum wage earners is traditionally
significant. Since some of the minimum wage earners are supposed to
get more money than the declared amount, the minimum wage increase
also contributes to the whitening of the economy. In order to avoid wage
compression, the earnings of those with higher incomes also grow if the
minimum wage increases, at least in the segments where this is made
possible by the employer's economic results and where the competition
for the employees forces the employer to do so.

As a result of multi-annual framework agreements, earnings of employ-
ees at more than 200 state-owned business organisations of the private
sector continued to grow in 2018, and in budgetary institutions, this
year’s wage correction measures focused mainly on human health and
social work activities. According to the salary adjustment program
launched in 2015, people working in the professional and contract staff
of law enforcement and defence agencies were given an average 5%
increase this year too and the lowest basic salaries of judges and prose-
cutors also increased (to HUF 453,330). In the first quarter of the year,
earnings were also boosted by paying out significant bonuses for the
successful completion of EU projects in a narrower range of central budg-
etary institutions.

In 2018, 1.1 percentage point of the 11.3% high growth rate was due
to the 23.6% decrease in the number of public workers whose wage is
less than 60% of the minimum wage in the primary labour market.

In 2018, average gross earnings increased year-on-year by 10.9% to
HUF 341.5 thousand at corporations employing at least 5 persons in
the business sector (calculated with a few thousand public workers
employed here). Among sections dominated by the business sector,
earnings grew much above the average, by 15.7% in real estate activi-
ties followed by a 14.0% growth in the section administrative and
support service activities where, among others, also temporary agen-
cies are classified, which play an increasingly important role in provid-
ing the necessary workforce. In construction, the rise of minimum
wage alone has a significant wage increasing effect. Besides, the more
and more significant lack of skilled workers coupled with the overheat-
ed demand for construction capacities also influenced the level of
earnings. These factors resulted in a 12.9% increase in earnings, but
even so, construction was the second worst-paying section in the busi-
ness sector after accommodation and food service activities with its
average gross earnings of HUF 254.7 thousand. However, the differ-
ence between the reported and the actual earnings is assumed to be
higher than average for these two sections of the economy. Earnings in
the transport and storage sector grew by only 11.2% despite the fact
that the employees of state-owned enterprises (MAV, Magyar Posta,
regional transport companies) with a high employment weight received
an average increase of 12-13% under the multi-annual wage agree-
ment and for example, high demand for drivers also have a wage
boosting effect.

1
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. Changes in total and regular average gross earnings, 2018

Statistical reflections

Table 6

Of which:
National economy; total : : —
Staff group business sector public sector non-profit organisations
average gross of which: average gross of which: average gross of which: average gross of which:
eamnings, total regular earnings, total regular earnings, total regular earnings, total regular
Total, HUF/capita/month
Manual 236 672 224 883 247 925 234 630 192 451 186 642 196 959 190 156
Non-manual 429 931 394 082 485 593 437 740 364 064 342 115 339 700 325 365
Together 329 943 306 541 341 540 314 633 308 568 291 839 286 317 274799
Previous year=100.0%
Manual 113.1 112.8 112.6 112.3 112.5 112.2 115.3 115.5
Non-manual 109.6 109.6 109.1 108.9 110.1 110.5 108.0 107.7
Together 111.3 111.2 110.9 110.7 1121 112.3 110.7 110.6
Of which: without public workers, HUF/capita/month
Manual 249 818 237 052 248 581 235233 265710 256 196 223 488 215 231
Non-manual 433 329 397 116 485 754 437 880 369 455 347 069 349 184 334 291
Together 341 608 317113 342 200 315 224 345793 326 343 306 913 294 252
Previous year=100.0%
Manual 11.6 11.4 1124 112.1 106.6 106.5 12.3 112.8
Non-manual 109.4 109.4 109.1 108.9 109.5 110.0 108.8 108.5
Together 110.2 110.2 110.8 110.6 109.0 109.3 109.6 109.4

Source: monthly labour statistics.

In manufacturing, which is the largest sector of the economy, the growth
rate of earnings has been similar to that of the private sector; within this,
the earnings growth rate of individual industrial groups ranged from 4.8%
(pharmaceutical production)8 to 12.5% (other manufacturing and basic
metal industry), but was typically above 10%. The earnings of retail work-
ers also increased on average (by 11.8%). Labour demand grew in smaller
rural shops due to the higher minimum wage (primarily to the guaranteed
minimum wage) and in large retail chains owing to successful wage nego-
tiations due to labour shortages. The highest average gross earnings (HUF
608.2 thousand) could still be achieved in the financial and insurance sec-
tor, but the growth rate in this sector was lower than the private sector
average (8.3%). Gross average earnings were second highest in the infor-
mation and communication sector (after a 9.5% growth to HUF 561.4
thousand) and the lowest (with HUF 212 thousand, i.e. less than one-fifth
higher than the minimum wage for skilled workers) in business organiza-
tions with at least 5 employees in the accommodation and catering sector.
In manufacturing, gross average earnings has been traditionally the highest
(HUF 824.9 thousand, of which more than one-fifth was due to non-regular
earnings) in the manufacture of coke and refined petroleum products and
the lowest (HUF 215.8 thousand) in the manufacture of textiles, clothing,
leather and leather products.

Excluding public workers, gross earnings increased by 9.0% in the budg-
etary sector, thus 2018 saw a decline in the small earning advantage of the
fiscal sphere against the private sector that emerged in recent years.
The earnings of people working in the public administration, defence and
compulsory social insurance sectors are the highest among the three
budget areas, despite the fact that most of them have been left out of the
wage adjustment measures of the last decade. Average monthly gross
earnings were HUF 352.3 thousand in the nearly 70 thousand strong
(mostly uniformed) manual staff and HUF 425.7 thousand in the 196 thou-

sand strong non-manual staff. Total earnings increased by 7.5% in the
sector. Regular earnings increased at a slightly higher rate of 8.8%, as the
average amount of non-regular earnings in the second half of the year fell
short of the previous year after high bonuses in the first quarter. Average
earnings of people working in state-funded education institutions increased
by 7.9% to HUF 321.4 thousand, mainly driven by the multi-annual salary
adjustment of lecturers and researchers working in higher education, which
started in the autumn of 2016. As a result, their guaranteed salary increased
by an additional 5% on 1 January 2018. In public education, which received
a significant increase in earnings in 2013, the fact that annual growth is not
adjusted to the change in the minimum wage causes more and more ten-
sion. The most significant wage correction measures affected those work-
ing in budgetary institutions of the section human health and social work
activities. From November 2017, earnings of specialised doctors and spe-
cialised pharmacists in hospitals rose by HUF 100 thousand, those of their
colleagues without specialist qualification by HUF 50 thousand, and also
the earnings of skilled health workers increased by 12% on average. This
was followed by a further increase of 8% on average in January 2018. As
a result, in the field of human health care, average gross earnings were
16.6% higher in 2018 than a year earlier and those of people working in the
field of social care rose by 9.5%. Average gross earnings amounted so to
HUF 338.4 thousand in the former and HUF 237.1 thousand in the latter
field.

Along with the unchanged tariff wage of public workers specified by
decree, their average gross earnings amounted to HUF 81.9 thousand in
the field of observation of the interim labour statistics, i.e. it was only
slightly higher than HUF 81,530 of public workers carrying out unskilled
work. The net earnings of public employees — after deduction of tax and
contributions — correspond to an average of HUF 54,500, but of course the
tax allowance for children may also change this amount upwards.®

8 The low rate of wage growth within pharmaceutical production is explained by a year-on-year decrease in the amount of non-regular earnings. (On a yearly basis, regular earnings increased by

1.5 percentage points faster than total earnings.)

In this paragraph, the data of budgetary institutions are calculated without taking into account public workers.
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Since 2011, non-wage compensation has been granted to people work-
ing in budgetary institutions whose net earnings have fallen due to changes
in income tax and contribution rules in 2011 and 2012. Due to staff chang-
es and wage increases, the number of compensation recipients decreased
from 400 thousand to 78 thousand between 2012 and 2018. The compen-
sation was HUF 8100 per month.10

3.2. Net earnings and family tax benefit

In 2018, the personal income tax rate and employees’ contributions were
the same as in the previous year, thus, net earnings excluding family tax
benefit increased to the same extent as gross earnings. Excluding public
workers, average net earnings were HUF 227.6 thousand in corporations
employing at least 5 persons and HUF 230 thousand in budgetary institu-
tions. Consumer prices rose by 2.8% on average in 2018, resulting in
an 8.3% improvement in the real earnings of those working in the field of
institutional labour statistics.

In 2018, the family tax benefit for families with two children continued
to increase and they can reduce their personal tax base each month by
HUF 116,670/child instead of HUF 100 thousand/child in the previous
year (and HUF 62,500 in the beginning, i.e. in 2011). The tax base reduc-
tion of families with one child is HUF 66,670/month, the same as in the
previous year, while that of families with three or more children is
HUF 220 thousand/child/month. The tax allowance can be shared by
the parents and deducted from employees’ pension and health contribu-
tions as well. According to the results of the micro-simulation model
based on the demographic and household income survey data, family tax
benefit resulted in a monthly extra income of HUF 8.6 thousand per
employee on average in 2018.

Table 7
. Net and real earnings taking into account family tax henefit,
2018
Calculated | Net Real Share of
Number of net eamnings | earnings? employees
dependent earnings, belonging
children HUF/capi- change compared to to the household
ta/month 2017, % type, %
0 child 214739 1.2 8.1 54.4
1 child 224 294 1.3 8.2 223
2 children 258 288 12.1 9.0 171
3 or more children 273 751 10.1 71 6.2
National economy,
total 227 975 11.2 8.2 100.0

3) Calculated with the 102.8% consumer price index in 2018.
Source: monthly labour statistics and a micro-simulation model using data of SILC.

3.3. Income from work

In 2018, income from work used in international comparison of earnings,
which, in addition to earnings (according to the Hungarian methodology),
includes the elements of the so-called other income from work, such
as cafeteria benefits, amounted to HUF 346.7 thousand on average, i.e.
the monthly average amount of the non-regular part of earnings was
HUF 16.8 thousand. The growth rate of income from work was 0.1 percent-
age point higher (11.4 %) than that of earnings, i.e. the weight of other
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income from work in total income from work increased somewhat, but still
did not reach 5% of that . The growth rate and share of other labour income
in 2018 was particularly significant in the public administration, defence
and compulsory social security sectors, where in the first half of the year
a significant part of the bonuses were paid in the form of Erzsébet
vouchers.

Table 8
. Income from work per capita, 2018
Of which: .
Average monthly ST Proportion of
income from . other income
D inati " other income f K withi
enomination worl from work rom work within
total income
0,
HUF/capita/month D L
National economy,
total 346 701 16 758 4.8
Of which:
business sector 358 379 16 839 4.7
public sector 325 870 17 301 5.3

Source: monthly labour statistics.

3.4. Labour cost index

From 1 January 2018, the general tax rate of social contributions of
employers was reduced by another 2.5 percentage points after the de-
crease of 5 percentage points in 2017, and was so 19.5%, from which
employers receive further concessions when employing persons who are
considered to be in special situation in respect of employability
(e.g. young people, people facing retirement, having low qualification
or returning from child care leave). In the 4th quarter of 2018 on the
whole, labour costs per hour worked was 6.8% higher! than in the same
period of the previous year, i.e. labour costs have increased despite the
reduction in the social contribution tax.

Table 9
. Labour cost index per one working hour, 4th quarter 2018

(4rd quarter 2017=100%)

) Income from ] Labour costs,
Aggregated sections work Social costs otal

Industry 110.5 97.4 108.2
Construction 108.3 96.2 106.2
Services (excluding public

services) 109.3 96.0 106.9
Industry, construction and

services (excluding public

services) 109.7 96.6 1074
Public services 107.5 96.2 105.5
National economy, total,

excluding agriculture 109.1 96.5 106.8

Source: institutional labour data collection system.

10 People working for non-profit organizations performing delegated state tasks (a few thousand people in total) are also entitled to compensation; in their case, this meant a monthly compensation

of 7300 forints.
171 This data refers to sections B-S of the national economy.
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