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1.1 Institutional changes

The system of vocational education and training. Act LXXX 0f2019 on Voca-
tional Education and Training' took effect on 1 January 2020. Pupils entering
vocational education and trainingon 1 September 2020 already commenced
their studies in accordance with the new regulation. (The changes will be
phased in starting from the school year 2020-2021.) The 4 + 1 year structure
of secondary vocational schools will be replaced by a 5-year and in some cas-
es even 6-year structure, while vocational schools will cover only three years.

The first phase of education will offer the shared sectoral basics of related
occupations. Following this foundation phase, pupils sit for a sector-specific
examination and then select one of the related occupations to study at the
end of Grade 9 at a vocational school and after Grade 10 at a secondary vo-
cational school.?

Vocational schools prepare pupils for an occupation. Following the first year
providing sector-specific knowledge, that is after passing the sector-specific ex-
amination and choosing an occupation, pupils take part in dual training (ap-
prenticeship) at enterprises or entrepreneurs, where they acquire profession-
specific skills. At the end of their studies, pupils sit for a profession-specific
examination and acquire a vocational qualification. After passing the exami-
nation, they may participate in a two-year part-time programme and obtain
an upper-secondary qualification.

At the five- or six-grade secondary vocational schools it is possible to obtain
a post-secondary qualification, which provides skills relevant to middle man-
agement roles. In general subjects, education ends in a school-leaving exami-
nation (Matura) and pupils take a profession-specific exam in a fifth subject,
which qualifies as an advanced-level school leaving examination. Secondary
vocational programmes also include practical, work-based training elements,
ideally at enterprises, as dual training. Having completed the five or six grades,
pupils obtain both a secondary school leaving certificate (Matura) and a post-
secondary vocational certificate, and may be given preferential treatment when
applying for a relevant higher education programme. 1 Act LXXX of 2019 on Voca-

Under the new law, dual training provided by vocational and secondary E:ﬁrﬁﬁgzrclf:;n and Training
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stead of a training contract and will be subject to the Labour Code with cer-
tain exceptions.

Pupils in vocational education and training are entitled to various emolu-
ments during their studies but only one at a time. They may be awarded a grant
based on their school performance during their studies at school and are paid
a salary and other emoluments by the enterprise providing the dual training
(apprenticeship), based on their apprenticeship contract.

Under the new legislation, the National Qu'aliﬁcations Register is replaced
by the Register of Professions, which contains 174 professions of 25 sec-
tors, along with the length of training required, the specialisations belong-
ing to cach profession and the possibilities of transfer from one profession
to another. Training for the so-called basic professions will only be pro-
vided by vocational schools and secondary vocational schools, within the
education system.

The status of teachers in vocational and secondary vocational schools also
changes: they are no longer employed as public servants but have an employ-
ment contract or agency contract governed by the Labour Code.

On 16 March 2020, e-learning was introduced, with a ministerial decree,
for general knowledge and profession-specific theoretical subjects at voca-
tional and secondary vocational schools due to the COVID-19 pandemic.?
If a pupil did not possess the necessary devices and Internet access, the voca-
tional training centre he/she attends provided for these and also for education
in small groups of maximum five pupils in the school building. Depending
on the nature of the profession and the equipment needed, apprenticeship
training was also ideally provided as e-learning or individually, through pro-
ject work. The year-end practical examinations were postponed and pupils
were able to conclude an apprenticeship contract at the beginning of their
dual training without passing the practical examination. If either the school
or the practical training provider (the enterprise) deemed the practical train-
ing (apprenticeship) unfeasible, they decided together to postpone it or pro-
vide it as e-learning.

Economy Support Operational Board. In order to mitigate and prevent the
detrimental impacts of the coronavirus pandemic, the Hungarian govern-
ment has set up the Economy Support Operational Board,* which monitors
the government measures taken to protect the Hungarian economy as well
as their implementation, and makes recommendations for the government
on abolishing factors and regulations that pose an obstacle for businesses to
pursue their activities or make investments. The Economy Support Opera-
tional Board also makes proposals for the government on measures to case
the allocation of EU and national funding, gives its opinion on initiatives
relevant to the protection of the Hungarian economy and makes proposals

on government interventions.’
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1.2 Benefits

Unemployment benefit. As a result of raising the minimum wage in 2020° (see
Section 1.5), the maximum amount of the unemployment benefit (so-called
job-seckers allowance) also increased. Thus the maximum of the job-seckers’
monthly allowance has been HUF 161,000 since 1 January 2020, while the
unemployment assistance granted before retirement has been HUF 64,400
a month. The so-called activity compensation of job seckers participating in
intensive training acknowledged by job centres ranges between HUF 96,600
161,000 a month.
Rebabilitation and disability benefits. The amount of rehabilitation and dis-
ability benefits increased by 2.8% in January 2020 and in this way the base
allowance is now at HUF 104,405.”
Child benefits. As a result of a raise in the minimum wage in 2020 (see Sec-
tion 1.5.), the maximum amount of the parental leave benefit (which equals
70 per cent of double the amount of the minimum wage) increased to HUF
225,400 a month in 2020. The parental leave benefit for graduates otherwise
not entitled to one increased to HUF 112,700 for Bachelor degree holders
and HUF 147,420 for Master degree holders. From 2020 onwards, insured
grandparents who are not yet pensioners are also entitled to the parental leave
benefit if certain requirements are met.®

During the state of emergency declared because of the pandemic, entitle-
ment to the parental leave benefit was extended for parents whose entitlement
would have ceased on, or after, 11 March 2020° and this regulation expired
on 17 June, when the state of emergency was repealed — implying that those
whose entitlement to parental leave ceased after 17 June 2020 did not enjoy
the prolonged entitlement.

1.3 Services

Job retention loan. Businesses are able to apply for the loan scheme launched
in order to counteract the economic effects of the coronavirus pandemic if
they are unable to finance the maintenance of their jobs. In this case they can
take out a loan amounting to 9 months’ salaries at an interest rate of 0.1 per
cent, with a two-year maturity and with a pre-redemption period of maxi-
mum 9 months.”’ Borrowers must undertake to retain at least ninety per cent
of their workforce during the maturity period.

Student Loan Extra. The interest-free Student Loan Extra was introduced in
May 2020, amounting to a maximum of HUF 1.2 million if the borrower
participates in adult training programmes specified by the Ministry for In-
novation and Technology.!" This general purpose loan primarily supports
students who have lost their jobs or are considering a career change during
their studies. Student Loan Extra may also be taken out by higher education
students up to an amount of HUF 500 thousand.
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Information portal for entrepreneurs. The site supports entrepreneurs by col-
lecting advice as well as information on programmes, loans and calls to tender,
which may be useful during the pandemic and the ensuing economic crisis."*
It also provides information on free or state-funded training, helpful for em-
ployees whose jobs are at risk.

“Redesign” campaign. As part of the economy support action plan, the govern-
ment launched a free, online information technology training in May 2020."
Participants acquire basic computer literacy skills ranging from the usage of
Windows to software development and website development. The cight-week
course involves 2—6 hours of learning a day mainly based on video instruc-
tions. The course helps participants to assess how inclined they are towards
information technology and whether they are interested in taking part in
further training courses ending in a qualification.

1.4 Active labour market policies and comprehensive programmes

The public works budget in 2020. Prior to the coronavirus pandemic, the Hun-
garian government intended to downscale the public works programme and
thus reduced the budget of the Start work programme from HUF 180 bil-
lion in 2019 to 140 billion in 2020.! However, the Government Resolution
1466/2020. (VII. 31.) on issues concerning public works' was published in
June 2020 stating that the government provides an opportunity to work in
the public works scheme for anyone requesting it. To this end, the budget of
the Start work programme was increased by HUF 5 billion.

Public works and social welfare land programme. A public invitation was pub-
lished by the Ministry of Agriculture and the National Land Centre in June
2019 for municipalities to tender for the free usage of 1,200 hectares of state-
owned land.® The primary aim of the programme is to support Hungarian
villages, extend the agro-economic opportunities available for them and as-
sist disadvantaged people in rural areas. The call facilitates the extension of
local public works projects and labour market opportunities and supports
the production of locally produced agricultural products.

“Summer student work 20207 central labour market programme. This central
labour market programme, launched in June 2019, facilitates the entrance of
young people to the labour market by providing early work experience and
income for students. The total budget of the programme is HUF 3.6 billion."”
Employment aid for public works participants. Government decree 203/2019
(VIIIL.23.)" was published on 23 August 2019, stipulating that public works
participants are entitled to a one-off employment aid in addition to the pub-
lic works wages. This one-off assistance contributes to the costs of job seek-
ing with HUF 81,530 if the beneficiary was in public works for a minimum
of 90 days between 1 January and 31 July and was not subject to exclusion
from public works as defined in the Public Works Act.
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The programme was designed to stimulate employment in the country, ex-
pand land use opportunities for municipalities, support local agricultural pro-
duction and increase the proportion of agricultural products produced locally.
New Internship Programme. The EDIOP-5.2.4-19 call titled New Intern-
ship Programme was published in November 2019 in order to assist disabled
young people with upper-secondary qualifications with gaining work experi-
ence through internship and placement. The total budget of the programme
is HUF 1.3 billion.

Providing grants for and supporting the training and employment of parents

with young children. The EDIOP-5.3.13-20 call titled “Providing grants for

and supporting the training and employment of parents with young children”
was published in February 2020, which facilitates the participation of parents

with young children in education and training, improves their employability,
supports their return to employment and in this way activates the labour re-
serve. The total budget of the programme is HUF 3 billion.

Wage subsidies introduced due to the coronavirus pandemic. Government reg-
ulations adopted in order to alleviate the effects of the coronavirus pandem-
ic introduced several wage subsidy schemes for the duration of the state of
emergency.

The aim of supporting short-time working arrangements'” was to encourage
businesses affected by the pandemic to continue employing their workers in
reduced working hours instead of downsizing. Under the regulation, part-time
work of a maximum of four hours a day, amounting to at least half of the av-
erage working time of the three months preceding the state of emergency but
not exceeding 70 per cent thereof qualifies as reduced working time. The reg-
ulation was later amended™ to include working time of at least 25 per cent of,
but not exceeding 80 per cent of, earlier working hours. The amendment also
made it easier to apply for the subsidy. The first regulation required (in addi-
tion to operation for at least 6 months and employment since the announce-
ment of the state of emergency or for a longer time) employers to prove that
economic circumstances resulting in the short-time work arrangement are di-
rectly and closely related to the state of emergency, while the new regulation
did not require a justification in order to apply for the subsidy.

A subsidy for employees in research and development was available under
similar conditions.! Employers were entitled to a 3-month grant for the
wages of employees in scientific research, development and innovation jobs.
The grant was proportionate to gross wages and amounted to a maximum
of HUF 319 thousand. When applying for the grant, employers undertook
to retain the earlier average headcount, continue to employ the employee
for a period equal to the period of the grant and did not reduce the wages
of the employee during the period of the grant and during the continued
employment.
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A wage subsidy for job creation was also introduced because of the pandem-
ic,”* which was possible to claim for the employment of registered job seckers.
The employment of a registered job secker had to result in a net increase in
headcount compared to the one at the time of applying for the subsidy. The
period subsidised was six months, followed by three months of mandatory con-
tinued employment. The subsidy covered 100 per cent of the gross wages and
social security contribution, amounting to a maximum of HUF 200 thousand.
Changes to the public works regulations during the state of emergency. On 15
May 2020 Government resolution 1240/2020% was published, which ex-
panded the range of those who can apply for public work.

Amendment to Act CVIof 2011 on Public Works and the Amendment of Related
and Other Legislation. This amendment was adopted on 19 May 2020** and
stipulates that job seckers are excluded from public works for three months
if because of their disorderly living environment the competent authorities
reported a risk to health or public safety or the municipal clerk reported in
a final decision a non-compliance with an obligation specified in a munici-
pal regulation.

Supporting the investment of micro-, small and medium-sized enterprises in
adapting to current business and production challenges. “CCHOP-1.2.6-20
Supporting the investment of micro-, small and medium-sized enterprises in
adapting to current business and production challenges” and “EDIOP-1.2.8-20
Supporting the investment of micro-, small and medium-sized enterprises in
adapting to current business and production challenges” commenced in May
2020. Both programmes aim at alleviating the economic effects of the coro-
navirus pandemic by maximising the workforce retention of (primarily mi-
cro-) enterprises and investment implemented from grants available for the
various SME and headcounts categories. Additionally, a primary objective
of the programme is to improve the productivity of SMEs and support their
technological renewal. The total budget of CCHOP-1.2.6-20 is HUF 18.8
billion and that of EDIOP-1.2.8-20 is HUF 33.3 billion.

Introducing a special form of employment in the army. In May 2020 the army
introduced a Special Voluntary Reserve Military Service for Hungarian citi-
zens who lost their jobs during the coronavirus pandemic. In this special em-
ployment form there is no obligatory duration of contracts: they may be termi-
nated by mutual agreement at any time. Volunteers are paid a gross monthly
salary of HUF 161 thousand over the six-month service as well as a mobility
allowance and are provided a meal.

Development of competitive entrepreneurial attitudes and increasing the propor-
tion of opportunity-oriented enterprises. “EDIOP-1.1.9-CCHOP-20 Develop-
ment of competitive entreprencurial attitudes and increasing the proportion
of opportunity-oriented enterprises” was published in June 2020. It supports
the survival and efhicient operation of start-ups by creating a platform of 21*
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century solutions, an information channel ensuring knowledge transfer and
a “starter pack”. The total budget of the programme is HUF 1.1 billion.

1.5 Policy tools affecting the labour market
Changes in the minimum wage and the guaranteed minimum wage

The minimum amount of the base salary of full-time employees increased from
HUF 149 thousand to HUF 161 thousand gross on 1 January 2020, while
the guaranteed minimum wage of full-time employees in jobs requiring at
least an upper-secondary qualification and/or mid-level vocational qualifica-
tion increased from HUF 195 thousand to HUF 210,600.%

Changes in the system of taxes and contributions

Social contribution tax. On 1 July 2019 the social contribution tax decreased
from 19.5 per cent to 17.5 per cent*® and on 1 July 2020, as an element of the
package intended to reduce the effects of the coronavirus pandemic on the
economy, it was reduced again by 2 percentage points.*’

The Act on Social Contribution Tax was modified as a result of changes in
the vocational education and training system. Similarly to employment con-
tracts with higher education students, apprenticeship contracts are also ex-
empt from tax, including social contribution tax.

Act on Beneficiaries of Social Security. The new legislation on beneficiaries of
social security adopted in December 2019 took effect on 1 July 2020.%% It
includes several changes affecting employees. The new Act merged health
insurance, monetary health insurance, labour market and pension contribu-
tion into a flat rate 18.5 percent social security contribution. However, cer-
tain employees are only liable to paying the 10 percent pension contribution.

The Act provides that the minimum amount of the contribution is linked
to the minimum wage and the guaranteed minimum wage: it is at least 30
per cent of the minimum wage for employees. However, the lower end of the
contribution is not applied to beneficiaries of parental leave benefits, full-time
pupils, higher education students and participants of vocational education
and training. Those pursuing an ancillary activity — for example pensioners
with an employment contract — are exempt from paying social security con-
tribution and social contribution tax.

Changes due to the coronavirus pandemic

In order to alleviate the effects of the pandemic on the economy, several labour
market measures were introduced for the period of the state of emergency.

Tax relief in the most affected sectors. The tax relief measures granted exemp-
tion from tax and contributions for employers and entrepreneurs in the sectors
specified in the regulation® as the most affected. This was for three months
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starting from March. Thus employers were exempt from social contribution
tax payable on employees as well as the rehabilitation contribution and voca-
tional training contribution. Small businesses active in the sectors concerned
were exempt from paying the flat rate simplified tax of small taxpayers (so-
called KATA) during this period. Additionally, businesses active in tourism
were exempt from paying the tourism development contribution.
Healthcare for employees on unpaid leave. The regulation adopted® stipulates
that employees on unpaid leave because of the state of emergency are entitled
to healthcare. Employers are liable to paying the healthcare contribution on
such employees; however, they may request to pay the contribution within
two months following the end of the state of emergency.

Changes to the Széchenyi Leisure Card (SZEP Card). The measures adopted
also affect regulations on the cafeteria system.” The amount of the non-cash
fringe benefit that may be given for employees on the SZEP card increased: on
the accommodation sub-account a maximum of HUF 400 thousand ayear, on
the hospitality sub-account a maximum of HUF 265 thousand a year, while
on the leisure sub-account a maximum of HUF 135 thousand may be given.
The fringe benefit provided on the SZEP card until 30 June was exempt from
the social contribution tax.

Measures related to the Labour Code. In order to ensure the opportunity for
remote work, the Labour Code was temporarily amended during the state of
emergency.”> Employers were entitled to modify the work schedule and the
ordering of employees to work in a home office during the state of emergency

and the 30 days thereafter.
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Appendix

Table A1: Expenditures and revenues of the employment policy section of the national budget,

2013-2020 (million HUF)?

2014 2015 2016 2017 2017 2018 2019° 2020

Expenditures actual actual actual plan plan plan plan plan
E('j‘i‘gs"’yme"ta"dtra'"'"gs“bs" 281208 123024 275039 161720 272389 350000 350000  21,000.0
Co-financing EU-funded employ-

ability (and adaptability) pro- ~ 17,130.1  11,064.6 3,808.7 84,300.0

jects

Sbrzlé'zgm‘g)ks(STARTwmk 2054711 2537233 2679657 3250000 2658372 2250000 1800000 140,000.0
SROPl.lLabourmarketser- 357901 12,305.1 795

vices and support

SROP 1._2 Normative support for 1,080.1

promoting employment

EDIOP 5 Employment priorty - 81,6000 78000 280000 23,0000
annually published budget,

Of which CCHOP funding 1,000.0 1,298.0
EDIOP 6 Competitive workforce

priority - annually published 74,380.0 9,770.0  22,561.0
budget

Reimbursement of social secu- 5515

rity contribution relief '

Pre nanchg 2014 2020 0 136549 501013 741164 70,9953 84,3000 85,000.0

our market programmes

QS'LYt?SCiZ}g“""a”dad“””"'"'"g 247259 300847 27,8720 20,0000 299194  29,930.0 25,000.0
Job seekers’ allowance 49,235  49,657.7 53,4541  47,000.0 59,6740  55,000.0 75,000.0  83,000.0
Transfer to Pension Insurance 4516 309.1

Fund

5t'ezag$fj"t3fr°mwageG”a’a”' 41785 37907 39943 40000 33412 40000 45000  4500.0
6. Operational Expenditures 2,418.3 2,816.0 2,899.3 3,500.0 2,785.6 2,900.0 4,310.0 1,200.0
7. Other budget contribution 70,000.0  71,000.0
15. Headline stability reserves 389.5

Supplementary subsidies for

employers

16. Sectoral subsidy for mini- 91

mum wage increase '

17. Other expenditures
Total expenditures 389,162.1 389,708.5 438,068.3 645,768.4 459,791.6 443930.0 5225748 476,261.0
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2014 2015 2016 2017 2017 2018 2019 2020
Revenues actual actual actual plan plan plan plan plan
2U5r'e§f"e"“es flom SROPMeas- 39 7767 204661 46,365 60,0000 645126 704000 700000 70,0000
Other revenues, regional 15078 12008 18395 10000 21881 10000 10000  1,0000
Other revenues, national 05374 9015 17456 10000 20138 10000 10000 12000

Other revenues from vocational
and adult training

31. Vocational training contri-
bution

33. Redemption of wage guar-
antee subsidies

34. debt management revenues
(technical)

35. Part of health and labour
market contributions payable
to the National Employment

216.8  10,147.6 2,169.2 800.0 1,643.1 800.0 800.0 800.0
60,910.8  65308.2 70,3276  60,706.7 80,0745 74,4363  95490.6 112,300.0

934.5 663.6 424.6 1,000.0 783.0 1,000.0 1,000.0 400.0

135,819.4 144,953.2 155,369.2 165,801.9 176,338.0 194,169.2 216,621.9 237,400.0

Fund
36. Funding from the national 84490 31,0233 25,000.0
budget
38. Part of the social contribu-
tion tax payable to the Na- 68,605.5 217,539.6 194,435.5 0 68,0010

tional Employment Fund

C(_)ntnbuyontotheJob Protec- 959367 1005417  52.884.9
tion Action Plan

Total revenues 337,639.8 354,721.7 430,754.4 507,848.2 521,988.5 367,805.5 4539132 423,100.0
Pending items

Changes in deposits

Total 389,162.1 354,721.7 430,754.4 507,848.2 521,988.5 367,805.5 4539132 423,100.0

At 2014 prices (deflated by 09 169 1 3550768 4294677 4944641 5082317 3483581 4157766 387,552
a consumer price index)

*'The ordinal numbers in the table correspond to the title numbers identifying the
headlines of the national budget.

® The Act on the Implementation of the 2019 Budget had not been adopted before the
manuscript was closed.

¢ Regarding 2017, 2018 and 2019 it includes the revenue “Reimbursement of the ex-
penditures of the pre-financed EU programmes”.

Source: The act on the national budget of Hungary (plan) and the act on the im-
plementation of the national budget of the given year (actual); regarding the
plan of 2013, the figure of 153,779.8 was modified by Government Decisions No.
1507/2013 of 1st August and 1783/2013 of 4» November with an additional budget
of 26,118 million HUF for public works; regarding the plan of 2014, the original
figure of 183,805.3 was modified by Government Decision 1361/2014 of 30*? June
(allocating an additional budget of 47,300 million HUF to public works). Regard-
ing the plan of 2017, the figure was modified by Act LXXXVTI on the modification
of Act XC of 2016 on the 2017 Central Budget of Hungary’. The source of the ex-
penses of EDIOP is Government Resolution No. 1006/2016 of 18th January on the
annual development budget of the Economic Development and Innovation Opera-
tional Programme and further Government Decisions on its modification.
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