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2 PUBLIC WORK PROGRAMMES IN HUNGARY

2.1 THE INSTITUTIONAL AND LEGISLATIVE CONTEXT OF
PUBLIC WORKS SCHEMES: A HISTORICAL OVERVIEW

KATALIN BORDOS

This subchapter describes the regulation details regarding the various types
of public works programmes in Hungary, discussing the system before 2011
(in which basically three types of public works programmes existed) and the
one after 2011 (the ‘unified’ system) separately. The subchapter also discusses
institutional and legislation changes (including those concerning the funding
mechanisms of public works programmes) as well as implementation issues.!

Types of public works programmes before 2011

Before 2011, public works programmes could take three distinct forms in

Hungary (namely, organised by the PES, national authority, or by munici-
palities). These three types did not differ substantially in terms of content or
types of activities they covered, but they did vary by the funding mechanisms

and by who the responsible body was.

Although schemes under the name of *kézhasznti munka’ (hereafter referred
to as ‘PES-managed public works’) had been launched since as early as 1987
(Csoba, 2010), it was only first regulated by Act IV of 1991 Regarding this
type, any decision about subsidising participation was made by the public em-
ployment services (PES): local offices were responsible for the placement of
registered jobseckers who carried out public tasks (usually belonging to the re-
sponsibilities of municipalities) for a maximum of one year. A jobsecker could
only be re-employed as a public worker within a two year period if they were
not eligible for social insurance-based benefits, although this could be easily
manipulated by employing someone on consecutive short periods with inter-
ruptions, enabling local PES offices to employ them for more than one year
(Szabd, 2013). A maximum of 70 per cent* (after 1992, 90 per cent in the case
of Roma participants or workers no younger than 45) of total wage costs and
some direct costs (for example, transportation costs or protective equipment)
could be financed by the decentralised part of the Employment Fund allo-
cated by counties (Firle—Szabd, 2008, Frey, 2008). Funds for PES-managed
programmes dramatically decreased after 2009; with the global economic | 11would like to thank Marton
crisis deepening, its role was taken over by municipal public works schemes. IgZﬁ’:;Jy ;ﬁ{i}ffﬂﬂfﬁ:ﬁi{rgz

The second type of public works programmes, those operated by national | some details and their useful
authorities [kézmunkaprogramok] was first launched in 1996: these schemes zoénh?fx:l of intensity varied
were usually organised for seasonal jobs requiring heavy manual labour, such | by county.
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as flood control, maintenance works in transport infrastructure and public
buildings, or environmental tasks (Firle—Szabd, 2008). One of the most sig-
nificant of the national public works programmes was delivered under the
framework of the ‘100 steps’ government programme from November 2005
to the end of June 2006, involving 1024 (about every third) settlements na-
tionwide and providing work for a total of 24,550 participants (Audit Re-
port, ASZ, 2007).

Funding of national programmes was provided via tenders: before 2003, the
responsible ministry, and from 2003 on, the Public Works Committee called
for applications annually. The range of possible applicants covered local gov-
ernments and other public bodies, such as public utilities, forest management
plans, or national parks. Applicants who proposed employing disadvantaged
groups or who operated in disadvantaged regions received preferential treat-
ment during the tenders. Up to 60 per cent of all costs were covered by the
central budget, a further 7-10 per cent had to be contributed by the appli-
cant, and the rest was financed from other sources, most often by European
Union funds (Firle-Szabd, 2008). The funding mechanism was regulated
by the 49/1999 (II1. 26.) government decree, which was modified several
times over the years. These modifications included, for example, broaden-
ing the range of possible applicants; loosening the requirement of employing
a minimum of 100 workers; providing more possibilities for training under
the frameworks of the programme; and enabling a somewhat more flexible
accounting for costs (Audit Report, ASZ,2007). From August 2008 on, the
applicants were required to ensure that at least 40 per cent of workers were
persons eligible for regular social assistance (Frey, 2008).

The third type of public works programme, the municipal public works
scheme [kozcélu foglalkoztatds], was introduced from May 2000 by the
modification of the Social Code in 1999. The main goal of the introduc-
tion was to provide temporary work opportunities for regular social assis-
tance [rendszeres szocidlis segély] claimants: participation in municipal
public works for at least 30 days was prescribed as an eligibility condition
for social assistance. Beneficiaries were only exempt from this condition in
the event that neither the municipality nor the local PES office could offer
any public works. The requirement regarding the 30-day participation has
remained in force during the whole period and was not affected by con-
secutive changes in the minimum income scheme, such as tightening the
behavioural requirements in 2005, changing the formula for the amount
in 2006, and introducing the unemployment assistance in 2009 (first un-
der the name of ‘rendelkezésre 4lldsi timogatds’ [RAT], later renamed as
‘bérpétlé juttatds’ [BPJ], and later as ‘foglalkoztatést helyettesité timoga-
t4s’ [FHT]). Municipal-type programmes were organised and operated by
local governments or their partnerships.
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Among the three types of public works programmes, the municipal one had
the most generous subsidies for the municipalities from the central budget.
Before 2009 (pre-Road to Work -period), the annual Public Budget Act de-
termined an ear-marked budget for municipal public works. The central sub-
sidy could be spent on the wage costs of the participants, material expenses or
administration costs. The amount of the subsidy the municipality received
depended on the number of participants and the number of days they were
employed (for example in 2008, it was set as 3,900 HUF per participant per
day). The annual overall amount by settlement was constituted by a fixed
amount (in 2008, it was 50,000 HUF) and an additional amount that de-
pended on the number of regular social assistance recipients and municipal
public works participants in the previous year. This allocation mechanism
proved to be inefhicient and inflexible in the period between 2000 and 2002,
as it did not allow for redeployment of resources between settlements: while
in some cases settlements did not absorb all available funds, in other cases
some settlements had a deficit (Audit Report, 457, 2007). From 2003 on,
redeployment among settlements was enabled: settlements which absorbed
more central funds during the first half of the year were allocated more re-
sources for the second half of the year, whereas available funds for settlements
which relied less on public works were cut. It was the Hungarian State Treas-
ury which was responsible for administering and paying the subsidies.

Road to Work programme, 2009-2010

The main objective of the Road to Work programme (which was announced
in 2008 and launched in 2009) was to provide additional funding resources
for local governments, enabling them to provide work opportunities in mu-
nicipal-type programmes to a substantially higher number of welfare recipi-
ents. Besides increasing the budget for local governments, some other changes
regarding public works were introduced. First, those who were no older than
35 and had not finished elementary school were obliged to take part in formal
education instead of participating in public works. Second, each municipality
had to work out a so-called ‘public works plan’ which included calculations
for the number and distribution of prospective public works participants,
along with details on the nature of planned tasks, timing, and funding needs
(Scharle et al, 2011). These annual plans had to be developed in cooperation
with the local PES office in charge, and had to be finished prior to the 31st
of January in each year.

At the same time the programme was launched, the social welfare system
underwent a substantial change. The group of regular social assistance claim-
ants were divided into two groups: those who were assessed as able to work
and those who were not. The formal group of claimants became eligible for
anew benefit, the unemployment assistance [rendelkezésre 4ll4si tAmogatis],
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3 During the preceding gov-

ernment’s rule between 2006

and 2010, the responsible gov-

ernmental department was the
Ministry of Social Affairs and
Labour (SZMM).

and became the main target group of public works schemes. The latter group

(those who were assessed as incapable for work, due to ailing health status or
other reasons) continued to receive social assistance. While unemployment as-
sistance claimants had to register as jobseckers and were obliged to cooperate

with the staff of the local PES office, social assistance claimants were subject

to behavioural requirements set by the body appointed by the municipality,
which was usually the family assistance centre.

The Road to Work programme provided a budget for municipal public
works that was considerably larger than ever before. Furthermore, the govern-
ment also tried to incentivise municipalities to expand public works through
a change in the funding mechanism: in the case of municipal public works,
the intensity of central funding increased to 95-100 per cent from the pre-
vious level of 90 per cent, whereas in the case of unemployment assistance,
central funding was only 80 per cent (Scharle et al, 2011). Act CLXIX of
2007 (which set the public budget for the year 2008) defined a budget for
municipal-type public works which was much larger than in the previous
years. From this budget, the Treasury automatically reimbursed 95 per cent
of wage costs for every public worker the settlements requested funding for
in every month. Subsidies were also available for the rest of the wage costs
(5 per cent): the annual public budget acts defined a formula for a grant that
was differentiated by the social characteristics of the settlements, and the to-
tal amount of subsidies paid to municipalities depended on the total popula-
tion of the settlement (in 2010, for example, it was 4,100-20,300 HUF per
person). The formula for the unit cost depended on the number of regular
social assistance claimants and on the number of public works participants
in the previous year, among other factors.

The ‘unified system’ after 2011
Main changes

From September 2011 onwards, the three types of public works programmes
described above were abolished and replaced by the ‘unified system for public
works schemes’. The new system is regulated by Act CVI of 2011, while the
funding mechanism is described by the 375/2010 (XII. 31) government de-
cree. Legal oversight was taken over from the Ministry for National Economy
by the Ministry of the Interior from 1 July 2011.

The new act has established a previously non-existent form of legal relationship,
the so-called public works engagement, which has replaced the former legal re-
lationship (employment) of public workers. This meant that since 1 September
2011, public workers can be hired at a wage lower than the statutory minimum
wage set for those in a legal relationship of employment. The minimum wage
set for public workers is declared via government decrees, and amounts to about
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76-88 per cent of the net minimum wage (depending on the year); for public
workers employed in higher skilled jobs (requiring a certificate), it is about 84—
86 per cent of the net minimum wage®* (Busch— Cseres-Gergely, 2011, Molndr
et al, 2014). In addition, public workers are now entitled to fewer days off (20
days per calendar year, irrespective of age) compared with those employed on
the open labour market. Concerning other rights and responsibilities of public
workers, the Labour Code (Act I of 2012) has remained in force.

In the new system, behavioural conditions applied to public workers also
became stricter: unemployment assistance claimants are now obliged to accept
any jobs offered, irrespective of their education level; before 2011, they were
allowed to reject jobs for which they were overeducated (by more than one
level) without any sanctions. Furthermore, finishing elementary school is no
longer compulsory for uneducated jobseckers under 35 (a rule which was in-
troduced at the launch of the Road to Work programme) (Molndr et al, 2014).

Behavioural conditions were tightened once again from January 2013: those
who decline to participate in the public works programme that was offered
not only face a reduction in benefit level but can also be erased from the un-
employment register and excluded from all future public works opportunities.
From September onwards, jobseckers who do not comply with local decrees
that prescribe keeping their garden and surroundings clean, or whose child
under the compulsory school-leaving age is frequently absent from school
without a justified reason, can also be disqualified from participation (Cseres-
Gergely—Varadovics, 2013).

Subtypes of public works schemes in the new system

Since 2011, potential subtypes of public works schemes are the following
(based on Molndir, et al, 2014, Kulinyi, 2014, and Tajz, 2011):

— Short-term public works: these programmes last for 1-4 months and in-
volve part-time work for a maximum of 4 hours per day. Participation is possible
only for unemployment assistance recipients. This type of programme became
extremely rare in 2012 and had become non-existent by 2013 (Mdd, 2013).

— Long-term public works programmes: these programmes originally lasted
for 2—11 months; from 2015 onwards, the maximum duration is 12 months.
They involve full-time work for 6—8 hours per day. Since the beginning of 2015,
rehabilitation benefit claimants (those with health impairments but assessed
as able to work) have the opportunity to work for only 4 hours per day. The
main target group of these programmes is the group of unemployment assis-
tance claimants, although any jobseekers can participate.

— New national public works programmes: these programmes are organ-
ised by state-owned corporations (such as public utilities or forest manage-
ment plans), for tasks including flood control or maintenance works in pub-
lic transport infrastructure. The maximum duration is 12 months, and work
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4 Since 1 January 2015, the full-
time wage for public workers
in unskilled occupations (that
require no certificate) is HUF
79,155 per month, and HUF
101,480 per month for public
workers in occupations requir-
ing a certificate, as defined by
the 376/2014 (X1I. 31.) govern-
mentdecree. Since 2013, a public
worker hired as the head of a
working group is entitled to a
somewhat higher wage: as of
2015, it is HUF 87,090 in un-
skilled occupations and HUF
111,660 in occupations requiring
a certificate. Similarly to wages
in the open labour market, wag-
es of public workers are subject
to personal income tax (16 per
cent), social security contribu-
tions paid for pension (10 per
cent), health insurance (7 per
cent) and unemployment insur-
ance (1.5 per cent); employer-
side contributions are the social
contribution (13.5 per cent) and
the contribution for vocational
education (1.5 per cent).
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can be done for 6-8 hours per day (for rehabilitation benefit claimants, 4-8
hours per day).

— ‘Value-generating public works™ programmes: the objective of these pro-
grammes was to ‘support activities that enable local governments to save costs
or to accumulate revenues’ (Molndr et al, 2014). They operated until 2012.

— Model programmes ‘Start™ these programmes operated under the long-
term public works category until 2013, when they became a distinct subtype
(Méd, 2013). Managers of these programmes receive additional professional
assistance and consulting during the planning and implementation phases.
Sub-categories include the ‘micro-regional model programmes’ (that are imple-
mented in disadvantaged regions; Kulinyi, 2014) and the ‘agricultural model
programmes’. The long-term objective of agricultural model programmes is
to encourage and establish self-sufficient economies by supporting social co-
operatives and subsistence farming. From November 2013 on, the condition
for receiving subsidies from the central budget is that revenues from these pro-
grammes must be spent on wage costs of public workers or on the management
of the social cooperatives (Cseres-Gergely—Varadovics, 2013). The programmes
are usually complemented by training for the participants: this training can
only be offered by the state-owned Thirr Istvan Training and Research Insti-
tute, a background institution of The Ministry of Human Capacities (Mdd,
2013). Besides the micro-regional and the agricultural model programmes,
other subtypes of the Start programmes exist that can cover a wide range of
activities: for example, ‘special Start model programmes’ can subsidise jobs
for homeless jobseckers, or can finance cultural community development etc.

— Transitory programmes during winter: due to the strong seasonality of
employment, these programmes try to counterbalance the usually lower em-
ployment rate during winter time. The first programme was launched in No-
vember 2013, and covered activities such as processing horticultural prod-
ucts, indoor maintenance works, or working in public administration, social
services or public education institutions (Ku/inyi, 2014). These programmes
were most often linked with training for the participants.

— Mobility support for public workers: job exchange. Participation is pos-
sible exclusively for unemployment assistance recipients.

— Subsidies for small- and middle-sized enterprises to hire unemployment as-
sistance or rehabilitation benefit claimants: these programmes are very similar
to wage subsidy measures that subsidise hiring workers who increase the total
workforce at the firm. The subsidy covers 70 per cent of wage costs and can be
given for a maximum of 8 months. After the subsidy is used up, the employer
receiving the subsidy is obliged to extend the contract of the subsidised work-
er for an unsubsidised period that is at least half as long as the subsidy lasted.

Figure 2.1.1 presents the distribution of programme types (implemented in
2014) by the amount of final costs and the number of participants.
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Figure 2.1.1: Spending and participation in public works programmes by type, 2014

Spending Participation
(billion HUF) (persons)
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2.4
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National
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Other model
programmes 120,000
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180,000

National
programmes
Micro-regional
model programmes

Source: Beliigyminisztérium.

Funding

Managers of public works programmes can apply for funding from the cen-
tral budget at the regional PES agency in charge. The source of funding is
the Employment Insurance Fund (later renamed as the National Employ-
ment Foundation); complementary training is financed by ESF grants, such as
SROP 1.1.2/1.1.4 (Busch, Cseres-Gergely and Neumann 2012) or SROP 2.1.6
(Mdd, 2013). The intensity of central funding depends on the subtype of the
programme: it can be up to 100 per cent of total wage costs (including social
security contributions) in the case of long-term public works programmes. In
certain cases, central funding can also be spent on direct costs other than wage
costs or on administration costs: the level of intensity varies between 5-20 per
cent of the total subsidy on wage costs (depending on subtype; see Table 2.1.1).

Table 2.1.1: Intensity of central funding since 2011 (per cent)

Model programmes ‘Start’ ~ “Special’ model

Short-term  Long-term  National (except for the programmes
‘special’ variation) ‘Start’
(Gross wage costs 95 70-100" 100 100 100
Direct costs 5 20 20 Depend§ on the no. of E)ﬁrtm A maximum of
pants, piecewise linear 30
Administration costs 1,5 3

"Depending on disadvantaged/non-disadvantaged status of the settlement.

" Since 2015 and only for municipalities with no independent town hall.

" Programmes with 1-15 participants: up to 100 per cent; programmes with 16-45
participants: 100 per cent for the first 15 participants, 90 per cent for the rest
(above 16); programmes with 46—135 participants: 100 per cent for the first 15 par-
ticipants, 90 per cent for the second 15 participants (16-45), 80 per cent for the rest
(above 45); programmes with more than 135 participants: 100 per cent for the first
15 participants, 90 per cent for the second 15 participants (16-45), 80 per cent for
the third 15 participants (46-135), 70 per cent for the rest (above 135).
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Summary: main changes in the institutional and legislative

context concerning public works in the past 20 years

Since the transition in 1989/1990, the institutional and legal context of public
works schemes in Hungary has undergone several transformations. Arguably,
the Road to Work programme (launched in 2009) and the ‘unification’ of
the system (introduced in 2011) brought about the most substantial changes.
For an overview on the different types of programmes during the period of
1991-2015, see Table 2.1.2.

Table 2.1.2: Overview of public works types

PES-type National-type Municipal-type R
publict\)rlvzrks public W(Prlll()s publicpwotr)ll(z Unified system
Period 1991-2010 1996-2010 2000-2010 2011-
Type of activities all kinds of municipal municipal communal, envi-  all kinds of municipal  all kinds of municipal tasks
tasks ronmental tasks, or other  tasks and tasks defined in Act CVI
public functions of 2011
Target group any registered job-  mainly long-term unem- 2000-2009: RSA- registered jobseekers (UA-

Potential employers

Funding agency

Way of application for

seeker

municipality, munici-

pal company, public
body, NGO

PES (from the Unem-

ployment Insurance
Fund)

reimbursement

central funding through the PES
Intensity of central up to 70 per cent
funding
(Subsidised) wage paid  statutory minimum

for participants

Duration of programme

Related legislation

wage

max. 12 months

Act IV of 1991 (Fitv.)

ployed

municipality, public author-
ity, public company

Public Works Committee
(from the Unemployment
Insurance Fund)

through tenders

60 per cent

statutory minimum wage

depends on programme
(about 3-12 months)

6/1996 (VII. 6.) MiM min-
istry decree; 49/1999 (lIl.
26.) gov. decree; Funding:
49/1999 (lI1. 26.) gov. de-
cree; 199/2008 (VII. 4.)
gov. decree

claimants; 2009-2010:
UA-claimants
municipality, municipal
company, public body,
NGO

Hungarian State
Treasury (from the
Unemployment Insur-
ance Fund & national
budget)

by normative funding

90-95 per cent

statutory minimum
wage

min. 30 days - max. 12
months (in each year)

Act 11l of 1993 (‘Social
Code’); Funding set in
the annual public
budget acts

claimants), rehabilitation
benefit-claimants
municipality, public body,
church, NGO, municipal or
public company, etc.

PES (merged into the general
government offices in 2015)

reimbursement through the
PES / general government
office

70-100 per cent

wage for those engaged in
public works (set by gov.
decree)

max 12 months, in 2014:
max. 11 months (can be
extended); since 1 January
2015: max. 12 months + can
be extended by 6 months
Act CVI of 2011 (Kftv.); Fund-
ing: 375/2010 (XII. 31.) gov.
decree; Wages declared by:
17072011 (VIII. 24.) gov.
decree

Notes: RSA - regular social assistance (‘RSZS’), UA - unemployment assistance
(‘RAT’, ‘BPJ or ‘FHT’). MiiM — Ministry for Employment Policy.
Source: Kulinyi (2014), author.
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Activities covered by the three types of programmes before 2011 did not dif-
fer significantly, although national-type programmes had a higher propensity
to involve tasks that required heavy manual labour, whereas municipal-type

and PES-type programmes covered all kinds of activities that usually belong
to municipal responsibilities, including administration tasks. Concerning the

characteristics of the target group, all three schemes targeted those not em-
ployed on the open labour market, specifically the long-term non-employed.
The main objectives of all three types, as communicated by the governments

(work test, providing income support for long-term unemployed and welfare

recipients, supporting the least developed regions) were also similar. Howev-
er, the intensity of funding from the central budget, as well as the reimburse-
ment mechanisms differed among the three types. As municipal-type pro-
grammes provided the most generous incentives for local municipalities, after
the introduction of this programme type in 2000, it became more and more

prevalent, and total costs spent on this type gradually increased during the

period (although total expenditures on national-type programmes exceeded

the amount spent on municipal-type programmes in 2006, most likely due

to the 100 steps’ government programme in that year) (see Figure 2.1.2). The

introduction of the Road to Work programme in 2009 brought about a dras-
tic expansion of municipal-type programmes: the intensity of subsidies from

the central budget as well as the allocation mechanism of subsidies became

even more favourable for the municipalities, and the total budget appropri-
ated for public works was also enlarged.

Figure 2.1.2: Cost of public works programmes by type (billion HUF at 2000 prices)

= PES-type === \unicipal-type = \ational-type  ©==2 New system
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2
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Note: No data are available on National-type public works for the years 2000,
2001 and 2003.

Sources: 2000-2003: Scharle et al (2011), 2004-2010: Frey (2010), 2011-2012:
Employment and Public Works Database [Foglalkoztatasi és Kozfoglalkozta-
tasi Adatbdzis], 2013: Law on the state budget of Hungary.

By launching the Road to Work programme, the government intended to fur-
ther strengthen the principle of ‘work instead of benefits’, a principle which
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had become more and more dominant in governmental communication since
the year 2000. This doctrine prevailed and also became more emphasised af-
ter 2011: besides the expansions of public works in volume and costs, the ob-
ligations of the long-term unemployed concerning job search behaviour and
cooperation with the PES have become stricter. Former programme types
(the municipal-, the national- and the PES-type schemes) were abolished and
replaced by a ‘unified’ scheme; this reform aimed at reducing the fragmen-
tation of the institutional system and the different funding mechanisms by
programme type (however, the intensity of central government funding still
differs by programme subtype). In the new system, the PES rather than the
municipality alone allocates participants to programmes, somewhat reduc-
ing corruption risks. One of the most significant changes from 2011 was the
introduction of a new legal relationship, applied to those engaged in public
works: this provided legal bases for hiring public workers at a wage lower
than the statutory minimum wage. Despite the name ‘unified public works
schemes’, various subtypes exist that differ by length and other characteris-
tics; the prevalence of these subtypes has varied over the last four years, with
some of them fading into non-existence. To summarise, the budget appro-
priated for public works programmes has been expanding over the years, and
this increase is likely to continue in the future, due to the fact that Hungarian
employment policy is becoming more and more dependent on public works
programmes as the main instrument among active labour market measures.
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