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Introduction

The main purposes of the academic research — caoméxl by the Rural Devel-

opment Department of the Ministry of AgriculturedaRural Development — were

to examine the interrelation between long-term usleyment and individual as

well as family life strategies, the regional chagsistics of the labour market and
the territorial development of rural areas, as welexplore governmental and local
ambitions to alleviate long-term unemployment avnal@ate their efficiency.

The basic issues of the research were as follows:

1) Which are the regions where the concentratiéddeng-term unemployment
can be found and what are the reasons for it?

2) What kind of interrelation can be observed betwelong-term
unemployment and the potential of the social arahemic development of
the regions?

3) What central and local attempts have there Kkeealleviate long-term
unemployment?

4) What results did these initiatives have and whette the reasons for their
success or failure?

5) What foreign models can be followed when trytogalleviate long-term
unemployment?

6) Which are the economic sectors, in which empleyiof those long-term
unemployed is the most possible?

The research was carried out by the horizontal weakn of rural development
of the Centre for Studies Research of the Hungaademy of Sciences.

The following tasks were completed by the membéresearch teanBalcsok,
Istvdn (annotation of most important pieces of bibliognapltase study on
“Szatmar”); G. Fekete, Eva(summary of international experiences and best
practices, models for solutionitovacs, TeréZcase study on “Zselic"Magyar,
Tinde(case study on “OrmansagMezs, Barna (annotation of most important
pieces of bibliography, summary of results of forntesearches)Némethi,
Szabolcgcase study on “CserehatNemoda, Istvafsummary of recent programs
of National Foundation of Employmentyzarvak, Tiborlsummary of results of
former researches); survey of 900 people (600 ut@reg and 300 employed) in 3
regions, case study on “Kozép-Tisza-vidékSziraki, Zsuzsa(bibliography);
Velkey, Gaboftheoretical background, summary and synthesissflts of former
researches)/ojtovics, Gabofsummary of recent governmental programs).



1 General factors determining economical situation
of Hungarian rural areas in the 1990s

The 1990s proved to be a vigorous decade in Hutghigtory. The irrevocably
“intruding” globalisation, Central-Eastern Europeg@mocesses caused by the
disintegration of the communist block, national mtéeof the change of regime,
then the requirements for accession to the Europkaon together formed the
changes of this period.

Hungary stepped to the line of transformation vatheavy heritage. The big-
gest part of the economy was characterized by Bdate machinery, thus the
economy had a non-competitive structure. Hiddenmpieyment was endemic.
There was a general lack of modern corporate argtiohal-structural systems
and up-to-date knowledge of corporate managemehtraarketing. It lost its big-
gest markets because of the COMECON's collapsey ears were left out of the
operation of democratic institutions, generatioreagup under one-sided ideologi-
cal pressure, socialized to dependant role aligngtie system of society of self-
governance blocking and control from above. Tersiatecades-old grievances
strained among towns and their countryside, becafiderced development of
centres designated by the district-making policyh& 70s on one hand, and set-
tlements that lost their autonomy on the other hand

Economic globalisatioswept over the country. The political change ofmeg
removed every obstacle that hindered the influfooéign capital to the country
with — by the way — open-economy. Moreover, govemts definitely supported
the country’s adhesion to the globalised world ecoy. During the privatisation,
which was intended to dismantle the state ownerdbipinant in the former eco-
nomic structure, the country’s most important fae® fell into foreign hands.
Foreign investors played an outstanding part inprecess of the economic re-
structuring. This is characterized well by the fét in Hungary the total sum of
foreign direct investment, which stemmed from pisation and green-field in-
vestment reached 19 billion (19,000 million) USD thy end of 1997. (Revenue
from privatisation meant 47.7% of the foreign capibflux.) In accordance with
the traditions of Hungarian economic history, tlagior of German participation
became the highest in Hungarian investments, thaughe same time French and
American investors played an ever increasing raleHungarian privatisation.
(Csaki—-Macher1978).

Foreign influence became over-dominant especialthé food industry (sugar,
oil and dairy industry), which affected sensitivehe rural economy, and in the
energy industry.

Big (food) retail networks were sold even in thelieat stage of privatisation,
which — together with the establishment of big hyperkets — made national agri-
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cultural producers vulnerable, contributed to tbheeteration of the already signifi-
cant inflation and the exacerbation of social peaid. Due to the constant increase
in production costs and the total lack of the prtom of national food market un-
fortunately nowadays the village dwellers sati$fgit need of vegetables, meat and
dairy products in multinational hypermarkets.

The accomplishment ofultural globalisationwas brought by the increased
number of journeys, the rapid spread of commuraaatistruments (though it still
lags far behind developed countries) and partibutae appearance of commercial
TV broad casting corporations and the major pathefmedia caught by foreign
proprietors. Even in the smallest village the sama¢erial and intellectual products
are available just like in bigger towns. The wasfitened, at the same time a part of
it got lost. Those who lived in villages could faglgarply the closed way of their
own community, the poorness of opportunities offerg their living place through
and due to the values strengthened by the medigheAsame time opportunity
arouse that the more remote areas could be knodrthair conditions measured
by “postmodern” set of values could be recognizedutilisable economic re-
sources.

Transition to market econongemanded the dismantling of state proprietorship,
the strengthening of private enterprises and tinstcoction of market institutions.

Neverthelessprivatisationwas the most determinant economic process of this
period. During a uniquely short period — eight gearthe entrepreneurial assets of
the state decreased to the 20% of the total asbeéie entrepreneurial sphere. It
can be measured as positive that the former stafgely — in face of the Czech
experiences — got into the hands of real owi(Elacher,1997). The dwellers of
rural areas engaged in the privatisation mostlyth®ycompensation and the reor-
ganization of former agricultural co-operatives.

The compensatiorstarted as the historical delivery of justice floe taggrieved
of the communist system, thus the former ownersadgeth by the collectivisation
of agriculture, the persecuted for political reas@md the prisoners of war. Al-
though, the struggle of political groups and pessocompeting with each other
made it obscure, complicated, bureaucratic andlfimane of the groups intended
to be compensated could be managed to satisfythighmeasure consuming 500
billion forints. Just the opposite: “compensatic@céame a particular kind of delu-
sion. It looked different than it was. As many sb@roups, they saw the process
and made it look in as many waydViipalyi, 1998. 165. p.). Compensation — in
opposition with every other intention — served baky the enrichment of the am-
bitious entrepreneurial group, and for the least {te interests of the village and
the peasants. As two-thirds of former land-tillargieritors are town dwellers, the
most significant resource of the countryside, lafndests, agricultural buildings
and instruments formerly owned by co-operationsiiebuter hands.



In the period of the change of regittie elimination of co-operative property in
the agriculturecame forward as the pivotal question of politi€s-operatives had
to hand over 40% of their land for compensatiorakons. The privatization of the
other part of co-operative assets started withddgrgomination of land, movable
and immovable property and the definition of ratmfsshare. Throughout the
country the active members of co-operatives redepreperty notes worth 40% of
the 260 billion forint-co-operative-property equiat to 15% of the entire national
property, the retired and the outer proprietorsd@dt and 20% respectively. Those
who obtained shares in this way could announce teérement until the end of
1992, and could take property out of the co-opezatl0% of co-operative assets
were privatized in this way. During the transitittve number of co-operatives did
not decrease, but between 1988 and 1993 it inatdas80%. It is true that at the
same time the size of the land cultivated by themirdshed by 30% Kamar,
1999).

Reorganized co-operatives continued farming in lamdease, which increased
costs significantly and deteriorated their compatitess. Moreover, the recon-
struction of proprietorship in agriculture coindidevith the radical reduction of
agricultural subsidies and export benefits. Costagicultural production grew
steeply. (For example, the price of diesel oil @ased threefold.) Guarantees were
denied by the state and the land market was frimgprotecting the value of com-
pensation notes, there was a lack of mortgage,lithoks did not grant credit. For
the lack of credit the operation of agriculturahfs became impossible, and they
went bankrupt en masse. In 1993 the managemenb-operatives collapsed in
effect, and it coincided with the abolition of tteav that obliged them to employ
their members. During six months 300 thousand ekt co-operatives and for-
mer members could not take their shares out ottheperatives. They could just
sell them like the retired did, who consumed thanaishort time. According to
estimates, property worth 10 billion got out of iaghure in this way Klarcsa—
Kovacs—Szelényl,994).

By 1992,gross agricultural productioffiell to 62% of the level of 1988 because
of the 20% fall of domestic demand and the shaguedese in the number of agri-
cultural firms. In 1992 and 1993, 10% of arabledlaemained uncultivated. The
profitability of the branch kept falling due to fdqrices, which could not keep
with high inflation. While in the other branchesraftional economy the GDP grew
almost threefold by 1996 since 1990, the growthgriculture was hardly one and
a half times as great. According to data, decodlisetion did more harm in pro-
duction than collectivization in the turn of the6D8 Harcsa—Kovach—-Szelényi,
1994).

In this economic situation, no investment was miadthe agricultural sector,
which otherwise badly needed modernization. Thees@®0 thousand new land-
owners are not capable to be good owners, usdiseofland without machines,
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capital, professional knowledge and market conaaesti utilize it with a loss and
low efficiency or lease it. The basic conditiontmfusehold farming, which earlier
was done besides work and played a key role in madieg Hungarian villages
was the integrator, who provided market connectas$ organized the division of
labour between big plants and small producerspgisared with the disintegration
of co-operatives. 700 thousand small producerd (43 ha) were left alone, even
their hope for integrating to commodity productismas eliminated. Agricultural
employment declined from 1088 thousand people 8818 250 thousand in 1993
(Harcsa—Kovach-Szelényli994).

The liquidation of co-operatives brought with ifsebt only the transformation of
proprietorship and the former production structimg, the disintegration of supply
systems in the villages. Communal, social, cultarad community services oper-
ated earlier by co-operatives dissolved or theimteaance meant a burden for
local governments (which frequently exceeded tpewer). Even together with
these, agriculture remained a significant branchcohomy in the countryside.

In the transformation of economic structubesides the straightforward decline
in the role of agriculture, the dynamising force rofal economy definitively
proved to be the industry. Strong connection wdgated between the change in
rural GDP and industrial outpuKiss, 1998). However, in terms of employment
the dominancy of services grew. According to thenber and ratio of jobs in ser-
vices the settlement slope can be drawn sharplyridm became one of the coun-
try’'s most dynamic branches, though time by timaggerated expectations were
defined for the branch. In the 90s in micro villagéhe number and ratio of touris-
tic enterprises, besides agricultural ones, ine@aSommuting possibilities tight-
ened in the 90s. Despite this, 40-60% of emplogéesral settlements got a job in
another settlement. In the fact that how many rurahbitants or what ratio of
them commute to the workplaces of other settleméeh¢saccessibility of the vil-
lage has a relatively small role. The extent ofnecoic power a town has is more
crucial than the closeness of that towioyacs,2003). Commuting between small
villages is also frequent, which is indicated bg flact that 25-40% of local jobs
are occupied by dwellers of other settlements.



2  General and regional characteristics of long-term
unemployment

2.1 Concept, interpretation, social and economic fefcts of long-term
unemployment

Working age inhabitants who have been looking fimbaand have not found one
for at least a year are callemhg-term unemployedt may be disputable, however,
who can really be regarded as long-term unemployeatis8tal surveys do not
always work with the same definitions. Sometimesséhunemployed for more
than 180 days, sometimes those for at least agreatonsidered to be long-term
unemployedFigure 1)

Figure 1
The total number of inactive and dependant perpen®ne hundreémploees

< 149 persons (31)
150 - 199 persons (69)
200 - 249 persons (30)
50 persons < (20)

Source Census of 2001, Hungarian Central Statisticalo®ff
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According to the interpretation and the definitmithe OMMK (National Cen-
tre for Employment and Methodology, at present: Byment Office) a person is
long-term unemployed if he or she is over 18, aasl Ibeen registered by the job
centre for at least a year, and during this peoiotime he or she has met the obli-
gation to co-operate, and has not been grante&tiadyf non-financial support for
a year, or all the interruptions and the duratiéractive supports have not ex-
ceeded the total of 31 days. Témployment aabnly defines the criteria of unem-
ployment, one item of which is registration. Howewaany people are not in-
cluded in the long run, and they are left unaidét their problem, almost without
any social control (passive unemployed).

The concept of long-term unemployment does not anBan quantity, but
unlike temporary unemployment it implies potensiatial dangerand has a num-
ber ofnegative effectsn society. The fact that those ousted from theuamarket
are likely to face such a situation permanently kgigult in very severe social con-
flicts. One of its dangerous consequences is ppverom a financial point of
view, the lack of income followed by complete pdyewill become the major
problem. Unemployment benefits and supplementagmyoyment benefits are
not enough for families to make both ends medtpalgh they are forced to do so.
Meanwhile, those having lost their jobs will live increasingly difficult social
conditions, and potentigmployers will gradually become avetsgvards them, so
the whole process will end up in passive unemploymas having given up all
hope, people will find it senseless to keep looKmgnew jobs Flizessy1995). In
this way those concerned will both get into verydhfinancial conditions and by
being completely excluded from society, will suffemsiderable moral harm. Be-
sides, serious social-psychological dangers, ssdésotation, loss of social prestige
and self-esteem, conflicts in the family, healtiohpems, or even the danger of
suicide may threaten such peoplgalkené1997). In towns and villages afflicted
by this problem, uncontrollable and long-term untypment of masses has led to
new phenomena like the appearance of beggars istithets, the impoverishment
of the middle layers of village society, using w@searves and an increase in the
number of divorces and alcoholics. The young, wdlicated and venturesome
part of inhabitants migrate from these villages ks older, less educated, unam-
bitious layers tend to stay theteaki, 1996). Long-term unemploymedévaluates
human capitgl which in itself will harm the chances of finding jablsong-term
unemployment starts a vicious circle which, besitelividual and family trage-
dies, causes the decline of certain regions asasaioes with the accumulation of
social and economic problems.

The attempts to find a solution can basically lbegicorrection or prevention.
Correction-oriented solutions try to handle theiation after losing a job, while
prevention focuses on the situation before losingniour opinion unemployment
could be prevented to a greater degree by joinigakforces, by a more co-ordi-
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nated activity of the bodies of government, empisyed employees, by the mod-
ernization of the system of vocational training aoither measuresWalkené,
1997).

The organizational system of institutions of emphant policy is capable of
adjusting to the given conditions, even to the aegl unevenness of the labour
market, but its major task is to control situati@msl solve consequences. The par-
tial solution of the accumulated tensions and ti@eiasing poverty can still be
successful by the efforts of social policy buthie fong run, it is only the develop-
ment of the economy of regions that can lead tbselations, which is a part of
regional developmerdnd not that of employment policy. Current locifficllties
of individual areas can be overcome with diffenerans of regional development
policy after a thorough examination of local caudesiployment policy, social
policy can only provide efficient help in co-opéoat with regional development
(Fazekas1996).

2.2 Long-term unemployment in Hungary and the trend
of its changes

2.2.1 Changes in the number and proportion of theamployed

It was in the mid-80s that open unemployment apgzbar Hungary and it was at
that time that various reform programmes were exiaid modernize the economy.
At the beginning unemployment was regarded as aralatonsequence of these
programmes, as a concomitant phenomenon of theyetareconomic system.

With unemployment spreading, a registration systérine unemployed had to
be introduced so since 1987 it has been possilfdltw the changes in the num-
ber of the unemployed. At that time the number méraployed people registered
with job centres showed a slow increase but thasstal figures were by no
means all-embracing, which was the result of the faat only a part of those
seeking jobs registered for those organizationghsce was a big difference be-
tween the number of registered and actually uneyeplgeople. According to the
national census in 1990 there were 95,000 unemglpgeple, which meant 1.8 %
of all active employed, in registrations, howevitrere were much fewer, only
24,000 of them.

The increase in the number of the registered uneyedl was dramatic in the
first years of the 1990s. A considerable part ef tihemployed was made redun-
dant due to economic reasons mainly because tharyaar the company they had
been working for had closed down, and not throuwmfit fof their own. The other
part, however, lost their jobs for quite differeaasons. While at the beginning of
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1991 100,000 unemployed people were registeredttamadinemployment rate in
January was 2.1%, in December 1992 663,000 peogie megistered and the un-
employment rate reached 12.3%. It was in Febru888lhat the number of reg-
istered unemployed people reached the peak of G050ith an unemployment

rate of 13.6%. This can mostly be explained with decline of the economy, but
the fact that the unemployed became interesteciimgtregistered started to play
an important part. (According to the Employment fAQ91. 1V], the unemployed

were granted some kind of unemployment benefiief/twere registered with a job
centre after January 1991Table 1.)

Table 1
Changes in the unemployment rate in the 1990s @rsrdata)
Year Unemployment rate % Year Unemployment rate %
1991 2.0 1996 11.7
1992 8.2 1997 11.4
1993 13.9 1998 11.0
1994 14.0 1999 7.0
1995 12.0 2000 6.4

Source:Employment Office, 2001.

After a period of fast growth unemployment reactrezlpeak very quickly, and
it was induced by the sudden loss of Eastern-Eamomearkets and the transition
into market economy.

After the peak there were only few people who bexamemployed, but there
were also just a few who could be employed ad&igure 2—-3.)

2.2.2 Changes in the number and rate of long-termamployed people

The number of those long-term unemployed publisimedfficial statistics also
reached its peak in 1993, but unlike the above imeed unemployment figures it
was only in the third quarter of the year. Afteritslow decrease started, which
became an apparent stagnation in 1996. It was apiphecause owing to the lack
of data collection the description of actual loegat unemployment with real data
is only possible in an indirect way. (It is truetfbbdo the regular surveys of labour
force carried out by the KSH [Central Office of ®tacs] and the figures of job
centres.) Statistics of long-term unemploymentdis¢orted by the following fac-
tors:

13



Figure 2

Changes in the number of the unemployed and indh&er
of long-term unemployed (1993-2000)

people
800 000

700 000 44
600000-\\\\’
NN

500 000

Ve v
400 000 -.J“\' M’\“
300 000 .10;

200 000
100 000 Mms
0 } } t t

1993 1994 1995 1996 1997 1998 1999 2000

‘ —&— registered unemployed —@— long-term unemployed ‘

Source:VATI OVO, 2001.

1) Statistics do not include those who are nobirch with job centres because
attempts to find a job have been unsuccessful fongtime so they have decided
to give up co-operation with the job centre.

From the appearance of unemployment in Hungani8#5-96 the period of
trying to find a job was continuously increasingitek 1996 the figures do not
show significant changes, the then characterisgéesned to become stable. Taking
the changes in the unemployment provision (i.¢héduration and sum of the un-
employment benefit) into consideration, the denlinindicators of the first 4-5
years, then their stagnation means that at led@st &0the registered unemployed
basically resigned themselves to the extremely bewefit (i.e. the regular social
benefit of working age people). The sum of thisdkof benefit is determined by
the local government on the basis of social baakuicand it is granted after the
termination of the unemployment benefit and thathef subsequent supplementary
unemployment benefit, the amount of which is aletednined on the basis of
social situation. It is granted only if the unemyd person is willing to co-operate
with the job centre. These figures, however, doincude the unemployed who,
due to their social background (because of thecppita income of the family)
have not been granted a supplementary unemployiesefit or social benefit, as
continuous co-operation with the job centre couddifaportant for these people
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only because of the placement service they prowitich has not been successful
in the long run either. (International experienoggests that only 15-30% of all
unemployed with a new job could find one on thematy labour market in the

competitive sector as a result of the placemetinigcof a job centre.JTable 2.)

2) Escape into inactive status has become a geptezabmenon.

The proportion of the economically active populatigith the age group of 15-
75 showed a dramatic decrease after 1990, andsitypical of the whole country
until 1995-96. After 1996 this trend changed, thees a slight increase in the
proportion of the economically active populationabreast it did not decline any
more in the more developed regions, where the diggts of economic growth ap-
peared earlier, and the rate of decrease of prewears had also been slower. In
more backward areas of the country, the declinerbef996 was more dramatic,
which began to stagnate after 1996 (Baranya, HBjéar, Heves, Jasz-Nagykun-
Szolnok, Nograd, Somogy counties).

Figure 3
Proportion of registered unemployed within the active ageupstjpn

1<5%  (32)
5-9% (60)
10- 14 % (27)
15-19% (22)
20%<  (9)

Source T-STAR database, 2000, Hungarian Central Stesik@ffice.
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Table 2

Division of the unemployed according to the lergfttime spent
seeking employment, %

Year <1 1-6 7-12 13-18 19-24 >24 Total
1992 10 43 28 10 9 - 100
1993 7 33 27 15 17 - 100
1994 7 28 23 15 17 9 100
1995 6 27 22 14 8 23 100
1996 5 25 21 14 10 26 100
1997 5 27 21 14 9 24 100
1998 4 30 21 13 9 22 100
1999 5 29 21 13 9 22 100

Source:KSH. Time Figures of the Survey of Labour Force 29999.

The counties in the worst economic situation showee most dramatic
decrease before 1996, and it continued worsenitey 4096, too, though at a
considerably slower rate (Békés, Borsod-Abauj-ZémpEzabolcs-Szatmar-Bereg
counties). (We have to emphasize the fact thaddmographic indicators of the
population do not account for changes of such gcale considerable differences
between the ratios of the individual counties séerbe in close correlation with
the rate of decrease, i.e. in the counties with caswv rate of employment, a
considerably higher number of people become inaaivd choose other forms of
provision(Figure 4)

The signs of the lack of long-term unemploymenéraéb continuously and un-
ambiguously increasing trends. Such signs are:

3) One of the primary reasons why the unemployeg weeking new jobs was
the ceasing inactive or dependant status. It had bereasing and had come close
to as high as 10% by 1999. The escape strategyionedtabove was also often
temporary only. The rate of the people whose emmint was obviously tempo-
rary (seasonal), also showed a considerable artthuons increaséTable 3)

4) Among those entering the provision system amdnat at the beginning of
their career, however, the rate of first entrards Hecreased considerably since
1995, while according to the figures of job centtlesre are no changes in the
number of entrants (those becoming registered ulusmq), neither in the number
or rate of the unemployed at the beginning of thareer. All this means that more
than 90%, in some counties even 98-99% of entrattat the beginning of their
career have already been unemployed, so they tamairg clientgTable 4)
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The high rate of those who are not fist entrantshiaire acquired entitlement to
some kind of benefit compared with all those grdrseme kind of benefit refers to
the significance of active means and shortagekaeir efficiency. Not unlike the
figures of the previous table, this indicator adgsophasizes the same regional dif-
ferences that could be seen in the case of thatgatite.

All in all it can be stated that, without a consmde development of economy
and without a considerable increase in the numbeew jobs, at least two thirds
of all the unemployed registered with a job centmed the vast majority of the
unemployed not registered with a job centre areatened by being pushed out of
the labour market for a long time or even for eW¢hat is more, taking the spe-
cific Hungarian economic and social transformatprocesses into consideration
and on the basis of experience gained so far, higkly probable that the over-
whelming majority of the long-term unemployed bejog to older age-groups,
coming from crisis industries, unskilled labourderor those with a trade that is

Figure 4

Proportionof long-term unemployed (over 180 days) withirredfistered
unemployed

T1<45%  (42)
145-49% (41)
0-54% (38)
5%<  (29)

Source T-STAR database, 2000, Hungarian Central Stesik®ffice.
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Table 3
The primary reason for the unemployed seeking nbw (figures expressed in

percentage)
Year Lost their Quitted theil Their sole Their sea- Finished Discharged Family or Young mothersTermination Others
jobs jobs proprietor- sonal work  their fromthe financial on child-care of child-care
ship wounc is over studies army reasons leave, students leave
up or pensioners
wanting to work
1992 73.46 8.16 2.08 0.65 8.48 0.81 3.35 0.35 0.00 2.66
1993 72.95 7.13 0.33 1.96 9.51 1.88 2.38 1.76 0.00 2.11
1994 68.54 8.06 2.21 1.84 10.78 2.51 1.68 1.47 0.00 2.91
1995 67.44 8.20 1.78 2.03 11.61 2.08 1.78 1.48 1.93 1.68
1996 66.53 8.45 0.37 2.84 11.14 2.05 2.16 1.45 2.74 2.26
1997 60.42 9.49 2.62 4,53 9.37 2.43 3.16 1.49 2.95 3.53
1998 59.44 9.95 2.42 5.01 9.00 2.59 3.41 2.04 2.42 3.72
1999 56.91 11.13 2.01 6.89 10.46 1.87 1.94 1.45 933 3.96

Source:KSH. Time Figures of the Survey of Labour Forc8291999.



Table 4
The rate of first entrants not at the beginninghafir career and that
of those who are not first entrants but are eaditto some kind of benefit com-
pared to all entrants (monthly average — %)

County The rate of first entrants not at The rate of those who are not
the beginning of their career first entrants but are entitled to
compared with all entrants ~ some kind of benefit compared

with all entrants

1995 1997 2000 1995 1997 2000

Budapest 35 28 22 10 14 36
Baranya 24 10 2 46 33 55
Bacs-Kiskun 22 17 7 45 37 52
Békés 11 8 1 61 53 62
Borsod-Abauj-Zemplén 9 7 -2 58 41 59
Csongrad 21 11 5 44 34 50
Fejér 23 22 11 41 31 52
Gydr-Moson-Sopron 23 22 17 44 41 53
Hajdu-Bihar 15 8 4 51 40 55
Heves 13 11 2 56 47 58
Jasz-Nagykun-Szolnok 12 7 2 58 44 60
Koméarom-Esztergom 20 13 9 46 37 54
Nograd 13 6 2 59 55 68
Pest 28 27 17 38 28 47
Somogy 16 11 6 57 47 63
Szabolcs-Szatmar-Bereg 5 2 -2 64 46 58
Tolna 20 13 3 50 32 59
Vas 27 21 16 42 38 53
Veszprém 14 13 7 55 43 59
Zala 24 16 10 40 34 54
Country 20 14 6 46 37 55

Note: The negative figures in the table come from caltoh with monthly averages
Source:OMKMK. Time Figures of Unemployment Registratio®#95—2000.

difficult to convert, or the long-term unemployedtwa low degree of adaptability,

as well as mostly uneducated, unskilled gypsy urheyegd will be pushed to the

periphery of the labour market even in the casanofconomic boom and moderni-
zation. In their case only a state-supported, ratbstly and complex training and
employment programmes may improve their situatiadenately. (During transi-

tion, and in the period following it, the chancdsyounger generations with more
up-to-date knowledge become more favourable, bidiaraas individuals are con-
cerned there are always some exceptions.)
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Regarding changes in the rate of unemploymenkirsridifferences can be
seen between towns and villages, urban and ruzakar

In 1994 45% of the unemployed lived in villages,athwas much higher than
the rate of the village population compared with tthole population (37%). As
for the distribution of the unemployed on the basig/here they live there were no
changes till 1998, but, except for big villagesemvkind of village had more un-
employed inhabitants than in 1994. The unsafe tatneof rural areas can be
proved by the fact that the smaller number of intlaaits a village has, the higher
the rate of unemployment is and the more rapidgtioavth of the number of the
unemployed isg6di—Obadovics2000).(Table 5.)

In 1994 the danger of long-term unemployment tlenead smaller villages
more than big ones or towns. In very small villages rate of those long-term
unemployed was almost as high as 70%. Until 1968 thte fell to almost half of
it, and the backwardness of rural areas begarat&eah. The changes are caused by
the characteristics of the registration system factbrs of interest as well as the
increase in the number of those pushed out of dbeur market permanently,
rather than an increase in successful and lastitogns to the world of work.

2.2.3 Compoaosition of long-term unemployed people

The composition of those long-term unemployed iskedly different from the
demographic composition of the whole population anfavourable features are
strengthening.

As far as thedistribution between sexds concerned, the originally higher
number of unemployed men, which had been the re$wdtlot of redundancy in
industry was continuously decreasing. In 1993 41af%ll long-term unemployed
people were women, subsequently 58.9% were menrati@nal level. By 2001
there had been some minor changes in the ratiomgXw the fact that the chances
to get a job were better for men, the differencthanratio of sexes among all long-
term unemployed people was getting smaller (womM&r2%, men 57.8%Nagy,
2001).

The ratio of women in the rural population was lowgartly because of the
higher number of those employed in tertiary braschich reacted in a less sen-
sitive way to the redundancies made necessaryebghtnge of system, and partly
because women in villages were more likely to beskwives, fewer of them got
to the labour market than those of the same aggpgrotowns, so a much smaller
number of them became registered unemplog#itlicObadovics2000). In four
years, however, the rate of unemployment of wonmerillages rose in reverse
relationship with that of men as a result of thet fhat it decreased at a smaller
pace than the rate of unemployment of riesble 6)
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Table 5

Distribution of the unemployed among towns anég#k of different size and

legal status (1994,1998)

Unemployed people Villages Country Budapest Country
under 500 with with with more total t(_)t\;]vnst total
inhabitants ~ 500-999  1000-2999 than 2999 E‘;"" p ou .
inhabitants inhabitants inhabitants udapes
1994
Number (1000 people) 20,2 35,4 109,3 81,1 246,0 241,8 58,3 546,1
- Rate (%) 3,7 6,5 20,0 14,9 45,1 44,3 10,7 100,0
For 12—-24 months 25,2 24,9 25,7 25,4 25,4 24,2 125,
For more than 24 42,9 42,3 41,1 38,0 40,0 37,2 36,8
months
1998
Number (1000 people) 16,5 27,3 82,0 60,1 185,8 186,4 34,2 406,4
- Rate (%) 4,1 6,7 20,2 14,8 45,7 45,9 8,4 100,0
For 12—-24 months 21,9 20,7 22,2 21,4 21,7 20,9 021,
For more than 24 11,6 9,2 10,6 11,1 10,7 11,9 11,1

months

Source:Bédi-Obadovics, 2000.
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The distribution according to age showed the domiesaof older age-groups.
The most remarkable change was that the rate dftigeterm unemployed who
were younger than 19 years of age decreased coalsigeAs a result of the de-
crease in unemployment and the requirements ofara@ of the private sector,
the rate of unemployment within this age group hadome negligible by the year
2000. In the opinion of some experts, private camgm prefer to employ begin-
ners or those coming from the state sector rattaer tnemployed people. Another
reason for the considerable decrease is that ¥@% those who could not find a
job right after leaving school were not registeasdunemployed. Since those be-
longing to younger age-groups are generally motivegctake part in retraining
courses in higher numbers and so it is easieriemtto meet the expectations of
the labour market, there was a decrease in theofatee 20-29 year-olds, too
(Csaba,1999). Besides, with the rate of the middle-agethdp almost the same,
the rate of older age-groups, i.e. the rate ofdtmeer 40, rose from 40% to 48.6%
Figure 5)

Figure 5
Proportion of women within the long-term unemployed (over d8gs)

<45% (44)
45 -49 % (44)
50 - 54 % (38)
[155% < (24)




Source T-STAR database, 2000, Hungarian Central Stesik©®ffice.

There is no significant difference between the cositpn of age and types of
villages and towns, which again underlines the nfmekward situation of rural
areas since the rate of working-age people is lomvemaller villages. That is why
belonging to the younger age-group does not retheealanger of becoming un-
employed in small villageB@di—Obadovics2000).

As far aseducationis concerned, a higher rate of those with a lolseel of
education was typical among long-term unemployeabfge There was some in-
crease in the rate of the uneducated, i.e. thode8mtlasses of primary education
only, or even less than that, though not a conalilerone. Their total rate changed
from 46,9% to 47,6% by 2000, and to 48,9% by 2@01 they continue making
up nearly half of all long-term unemployed peoptespite of the fact that propor-
tions hardly changed in the examined period, thebear of the uneducated de-
creased considerably. The number of those long-tememployed decreased by
32,294 such people who had not even finished 8&rm primary school studies,
and by 130,875 people with only primary educatiime reason for this is that a lot
of mostly old long-term unemployed people had eetiror had become inactive.

In rural areas most of the unemployed had a levedacation lower than the na-
tional average. 42% of the unemployed living inagkes had completed maximum
8 classes of primary school, 10,3% of them hadewenh completed their primary
school studies. The two groups make up more thdrohall unemployed villag-
ers. There was a decrease in the rate of betteasstliunemployed people in vil-
lages, too, but only to a smaller degree thanwn# which made the chances of
unemployed villagers to find jobs on the labour ketimore unfavourabl€Table

7, Figure 6)

The mental situationis based on empirical resear@ultan Joszastates that a
considerable part of all unemployed think they krgs useful and appreciated
members of society whereas the other part doesewh to be affected by social-
psychological harms. The latter group consists aien, country people and those
having a low level of education, mostly those whiifeeis based on several pillars,
and those around them do not look down on thenbjesduse they are jobless.

A further group is made up of those who irritate ropulation with their life-
style, behind their apparent unemployment ther@ ¢®nsiderable financial back-
ground, a high income, which they very often do eatn conceal. Their number
can be estimated on the basis of the number oétht® reject community work.
Among those willing to do community work the numlmdrthose on sick pay is
higher than in the case of those with similar jolige reason for this is not only the
worse health conditions of workers but also workraie and attitude to work
(J65zai,1998).
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In 1997 13% of all long-term unemployed people hagter had a job, which
raised a new kind of social problem and harmedctihences of successful em-

ployment.

Table 6

Distribution of sexes among the unemployed accgrttirthe legal status
and size of towns and villages (1994-1998)

Sex of the Villages Country Country Rate of the uneployed
unemployed under 500 with with with more total towns total living in villages
inhabitants  500-999  1000-2999 than 2999 without compared
inhabitants inhabitants inhabitants Budapest to the national rate

1994

Women 37,1 37,8 38,9 40,6 39,2 41,9 415 42,7

Men 62,9 62,2 61,1 59,4 60,8 58,1 58,5 47,1

Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 2 45,
1998

Women 38,9 40,5 41,5 44,0 42,0 46,6 45,2 42,6

Men 61,1 59,5 58,5 56,0 58,0 53,4 54,8 48,6

Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 9 45,

Decrease in the rate between 1994 and 1998 (1990%)

Women 85,6 82,6 80,0 80,2 80,1 85,8 81,1

Men 79,5 73,8 71,7 69,8 72,8 70,8 69,7

Total 81,6 77,1 74,6 74,0 75,5 77,1 74,4

Source:Bodi—Obadovics, 2000.



Table 7

Distribution of the unemployed according to theelensf education in towns and

villages

with different legal status and size (1994, 1998)

59,4

Education Villages Country  Country Rate of the unem-
under 500 with with with more total tq\;]vns total lployed living in dvnl-. h
inhabitants  500-999 1000-2999 than 2999 é""{tj out ages compare wit

inhabitants inhabitants inhabitants udapest the national rate
1994

Less than eight classes 45 5 115 10,2 9,0 10,3 6.5 7.8

of primary education

Eight classes 45,3 42,0 42,0 41,1 41,9 311 35,9 9 52

Vocational schools 32,0 34,4 34,6 34,9 34,5 37,1 235 443

Secondary education 8,8 11,6 12,7 14,4 12,8 23,3 5 19 29,8

College, university 0,6 0,9 1,0 1,1 1,0 2,8 2,3 519,

1998

Less than eight classes 10,4 9,2 8,0 6,7 8,0 4,6 59 61,5

of primary education

Eight classes 439 42,3 40,9 39,7 40,9 29,6 35,0 3,75

Vocational schools 34,7 35,0 36,0 36,2 35,8 375 6,03 45,6

Secondary education 10,1 12,6 14,1 16,2 14,2 25,1 20,6 31,6

College, university 0,9 0,9 11 1,3 1,1 3,3 2,5 ,620

Source:Bédi-Obadovics, 2000.

25



Figure 6
Proportion of the unskilled within all registered unemployed

[1<30% (10)
7 31-40 % (52)
7141-50% (65)
Bl50%< (23)

Source: T-STAR database, 2000, Hungarian Central Statistical Office.

Source T-STAR database, 2000, Hungarian Central Stesik®ffice.

2.3 Relationship between long-term unemployment andther
regional characteristics

Unemployment has shown significant differencesanious regions and types of
villages.

a) On one hand the so-called ‘east-west slopedbasloped. While the rate of
unemployment in Budapest and in the western cagihids always been far
under the national average, it has always exceédedthe eastern and
north-eastern parts of the country.

b) On the other hand, there are further signifiadifferences in the rate of
unemployment within counties and smaller distriéinong smaller regions
differences may be as big as tenfold, (at the éntP63 the difference be-
tween the rates of unemployment in Sopron havirg rttost favourable
situation and Encs, Nagyecsed, Gonc, the leasufabe districts, was ex-
actly tenfold).(Table 8.)



c) Finally, the differences between the individtiges of villages and towns
are not negligible either. There is a high rateieémployment especially in
small villages and in those that are far from siti€his is partly the result of
the dramatic decrease in agricultural labour foBetween 1990 and 1993
the number of those employed in agriculture deegdéy 520,000, and this
high degree of work force reduction in agricultateanged the situation of
village people dramatically. On the other hand lddeour supply had ex-
ceeded the demand of the local labour market easlietill the end of the
1980s more than one million people commuted betweleare they lived
and where they worked. Such commuters were thietdirese their jobs and
getting back to their village they added to the bamof the unemployed
(Laki, 1996). It was all the more difficult for commutdrsfind a new job
because employers simply could not afford to cdheir travel expenses.
Therefore those living in villages are much moiiidted by unemployment
than those living in townsTéth—Varga,1994).

The difference between the life conditions and charf the population in big
cities and in rural areass growing continuously. The inhabitants of rurediions
tend to fall behind increasingly and to a largeteakthan the differentiation of the
whole of the population. Of six ex-socialist cougsr (Poland, Bulgaria, Russia,
Slovakia, The Czech Republic and Hungary), thisefegs situation seems to be
the most insoluble in Hungary. In the opinion oft€and Kovach, the ‘backward-
ness of the country’ is partly the result of pali activities. After the change of
system the political leaders did away with the fatmucture of agriculture in an
extremely short period of time, which had not oetpnomic-political reasons but
it also dispersed the managements of co-operati@sever, while liquidating the
co-operatives no actual alternatives were offeve@place them. The properties of
the co-operatives were privatized in a controvérgiay, as a consequence of
which the former losers of collectivization losetmajor part of their property for
good. Members of co-operatives that did not own lang, were left with no agri-
cultural jobs. Since all central resources had beigindrawn from the economy,
neither agriculture nor the local industry couldpboy the people living there.
From the beginning of the 1990s smaller villagesladadly cope with the ever
growing number of social tasks resulting from theréase in the rate of unem-
ployment simply because they had not enough fimdrreisources. Owing to the
small number of inhabitants, the local personabine and trade contribution could
not as much ensure their own financial resourceis dmg cities Csite—Kovach,
1997).
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Table 8
Micro-regions with the highest rate of unemployment

Name of the Number Number Number Rate of theRate of those long-Number of vil-
micro-region  of inhabi- ofthe of those long-term term unemployedlages with a rate
tants unem- long-term unemployedcompared with a  of more than
ployed unem-  within the unemployed peo- 10% of long-
ployed population ple term unem-
ployed people

Sellyei 13,312 1,492 883 6.6 59.2 13
Encsi 35,307 4,098 2,291 6.5 55.9 10
Véasarosnaményi 37,245 4,240 2,292 6.2 54.0 3
Szerencsi 63,217 6,640 3,809 6.0 57.4 4
Edelényi 35,702 3,646 1,889 5.3 51.8 6
Sziksz6i 19,885 1,982 1,005 5.1 50.7 1
Nagykall6i 32,009 2,578 1,540 4.8 59.7 1
Polgari 14,497 1,236 695 4.8 56.2 -
Tiszafuredi 41,509 3,741 1,974 4.8 52.8 1
Sétoraljadjhelyi 43,353 3,860 1,994 4.6 51.7 5
Nyirbatori 44,587 3,828 2,045 4.6 53.4 2
Séarospataki 28,024 2,308 1,188 4.2 515 1
Salgétarjani 68,124 5,331 2,846 4.2 53.4 -
Szigetvari 27,894 2,368 1,165 4.2 49.2 3
Baktaléranthazi 23,614 2,215 983 4.2 44.4 -
Ozdi 75,276 6,353 3,101 4.1 48.8 -
Kazincbarcikai 64,649 5,433 2,660 4.1 48.9 1
Matészalkai 66,477 5,190 2,709 4.1 5.2 -
Csengeri 14,135 1,201 561 4.0 46.7 -

Note: The micro-regions in bold italics are the sampigions of the research.
Source:KSH TSTAR 1998.

Regional differences in unemploymané comparatively big and they have be-
come bigger with the growing rate of unemploymdnitt they have been practi-
cally unchanged in recent years. As it turns oomfiKaroly Fazekas's examina-
tions, the regional differences of unemployment Boe the result of short-term
individual cases but strategical characteristiosgiterm historical and cultural
traditions and features of individual regiorfsatekas,1997). Consequently the
changes in the labour market at the beginning ®f1#890s resulted in a more se-
vere shock, especially where the original situatiad been unfavourable. With the
help of factor analysis, which is suitable to paat the factors of regional differ-
ences, the marked differences are attributed to rfmain factors by Karoly Faze-
kas:

— degree of urbanization,

— degree of development of the tertiary sector,

| 28



— the distance of the regional centre from Budapedgitiae Austrian border,
— proportion of gypsy inhabitant&der,1996).

Due to the effect of the above factors regardingnuployment figures the areas
along the axis of Budapest and Vienna, the enviadrisg cities, environs of Lake
Balaton and Budapest, and the southern part ofcteat Hungarian Plain have
favourable conditions. The opposite pole is themeastern part of the country
and the middle and eastern parts of the Great HiamgRlain. The extremely low
rate of employment of the areas inflicted by crigstors of industry can be looked
upon as exceptions. Typical regions struggling whid highest rate of unemploy-
ment, are the agricultural regions that had beeshgul aside earlier, too, and that
had weak infrastructure, not well-educated humaouees, an underdeveloped
trade and service sectdiazekas1997).

The regional division of long-term unemployméntalso influenced by the
above mentioned regional factors. In the regionth Wing-term unemployment
there is a definite lack of enterprise. The exgtfarming organizations, which
have mostly emerged from former co-operatives, laavery low demand for la-
bour force, a simplified structure of productiordanvery low level of exploitation
of the means of production. They cannot even gteeathe continuous employ-
ment of their extremely low number of employeesth@a case of the stagnation of
production further, at some places as high as 24;-83@dundancy can be expected.
Private farms, if there are any, are only ablertpley a fraction of ‘free’ labour
force (T6th—Varga,1994). For lack of important employers and othesnemic
entities, local governments are often forced taeatic activities.

In the most threatened regions there is an evezasing difference between the
demand and supply of labour force. There may beraathd for better trained
labour force, but its quality is the lowest in the®gions. Consequently labour
shortage and long-term unemployment may be typsaultaneously. Erika
Csabai thinks that the demand of the regional labwarket plays an important part
in unemployment becoming long-term. She is of thmion that the question of
whether there are any vacancies available in thagei where the person made
redundant lives or at least not far from it, affelting-term unemployment much
more than personal characteristiCs4ba,1999).

In the most critical areas more than half of afiseered unemployed have not
found a job for at least half a year. Most longrternemployed people live in the
North-Hungarian region, which is the most seveiaflicted by unemployment.
Their rate of unemployment exceeded the annuabgeesf 54% in 1997. (Borsod-
Abauj-Zemplén, Heves and NOgrad counties)éi@yloson-Sopron, Vas and Zala
counties in Transdanubia and Béacs-Kiskun, Csongrat Békés counties on the
Great Hungarian Plain are in the most favourabdeaion. Compared with the
number of the population the most (4% and aboved-term unemployed people
live in the following micro-regions.
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3  Foreign methods and experience in alleviating lajterm
unemployment

3.1 Typical models

In the course of the recession following the fametd the second oil crisis, unem-
ployment practically trebled in industrial counsjevhat is more in some countries,
(Belgium, Spain), it became six times and nine $§ings high as it had been
(OECD, 1992). At the same time extremely big reglatifferences became typical
within individual countries, as well, and the atfgmto solve the problem of un-
employment by traditional centralized therapies, by different social security

benefits or unemployment benefits, by decisionsenaehtrally (from top to bot-

tom), and by co-ordinational mechanisms remaineffdéstive. As the system of

unemployment and social benefits could not preamntilies and communities

affected by unemployment from sinking into povemsither from the depression
of the whole local society, the demand for the aepiment of the passive way of
granting benefits by active methods of support, foe local labour market man-

agement techniques and programmes of developmelacaf economy became
increasingly strong.

Governments of highly developed market economaslIgovernments in the
affected regions, organizations of safeguard, conegaand other social and eco-
nomic institutions reacted to the changes compaaigtiquickly and the models for
the main initiatives for managing regional employnerisis focusing on job crea-
tion beyond the main stream of the labour markeeviermed in a very short pe-
riod of time and accepted and exercised more ané mialely. Local employment
initiatives built up from bottom upwards are diffet from the way profit-oriented
companies try to help and also from traditionalivecmeans of labour market.
Their basic characteristic feature, the active mezrabour-market become more
and more significant, the importance of the sukieastaiming at the increase in
the demand for labour force decreases, howeveputaimarket training becomes
more important and the programmes supporting thee@se in the enterprise ca-
pacity of the area get bigger preference. Theydarelopment programmes that
usually but not exclusively aim at personal serviaed activities that are useful for
individual smaller communities, i.e. the organiaatof jobs that could not be cre-
ated without special employment support. They amgoitant means and media of
social cohesive forces, partly because they erjshrepportunity for groups of the
labour market at a disadvantage, especially fosgdHong-term unemployed. On
the other hand the created jobs are socially uskfulkexample because they pro-
vide low-cost services for those having had finahbackground and for depend-
ants and they also help to develop new markets aftea local level and in small
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proportions. They mostly are of a self-supportirgune. The programmes may be
especially successful in developing new products services, first of all in en-
couraging the growth of oecological markets. Siég only after a comparatively
long period of time that these projects becomentfiradly viable, the state sector
has to take financial part in granting subsidiesessary for the start and also has
to help to set up the organization and develop wtnicture Frey, 2001).

Various categories are set up according to howrsethe danger of unemploy-
ment is and how necessary programmes of employderglopment are. On this
basis there are four categories, the first onegodaveloped agricultural regions,
which are very often far from economic and politicentres and from which
skilled labour force migrates to other regions. Beeond category includes town
agglomerations with a diversified economic strugtuthe third one includes re-
gions with an overwhelming proportion of crisis tees and with a one-sided eco-
nomic structure. The fourth category includes ragiwith mixed economy, where
both industrial and agricultural activities are g@st. As a general principle it can
be stated that the programme to be formed hasjtstao the characteristic fea-
tures of the region and to the nature of the probléhat have to be solved
(Fazekas1993).

The declared purpose of these programmes is th tbacgroups at the periph-
ery of society, the groups that are in danger afidexcluded from the world of
work ultimately, they have to help them to retusrsbciety, in which the primary
task is to improve both their chances of employnaert their overall situation. In
this sense these initiatives may mean the firstthadnost important step, i.e. they
try to make them suitable for getting steady jaierl All this makes comprehen-
sive, concerted activities consisting of severameints (employment, training,
social support, mental care, access to informatomunselling) necessary. The
operators are the already ‘existing’ participarfigshe labour markets, first of all
non-profit organizations. Their services and praslivolved in the projects will
be sold on the market, from which they have thein income. Besides their eco-
nomic activities they have important social funaipwhich profit-oriented com-
panies cannot be expected to aim at and this i$ mh&es subsidies necessary for
a certain period of time, generally in the begignin

Through the support of the European Social Funsettitiatives exist in all of
the member states, and owing to the Phare supgpmyrttave appeared in the Euro-
pean ex-socialist countries, too. However, the tiey play in the labour market is
still negligible.

The European countries have reacted to these nbealein three basically dif-
ferent ways. These reactions have been influengethd specific problems and
local conditions of the given country (group of nties).
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a)In Great Britain the development of market fortesl priority, as a conse-
guence of which the expenses of both active ansiyesupports have decreased.
Within the active means the less costly programimgtng people to look for jobs
— have gained importance, whereas supports trgingdrease employment have
practically ceased. To solve the problem of longateinemployment this model
supports three kinds of initiatives:

— bridging support, which enables the unemployedetéréined and gain work
experience at the same time

— support for community enterprises, which are exxbdio become self-
supporting after a certain period of time

— supporting young unemployed people so that they Ineapme entrepreneurs
(benefits, loan, counselling)

b) In Germanythe system of job-creating measures, which retiestly on
public funds and is basically an independent se@ocio-oecological sector), is
calledsecond labour markef\s regards the different rates of unemploymerthén
eastern and western parts of the country, the anogres launched in these two
areas show significant discrepancies. In the wegtart of the country the attempts
to make those long-term unemployed or those wha firextremely difficult to
find a job return to the labour market are moredgk whereas the high number of
employment enterprises in the eastern part of tlumtcy is the result of the total
collapse of the economy, i.e. the groups the latigatives try to aim at are more
highly-educated, more motivated and younger thathéformer case. Employ-
ment projects have three purposes:

— setting up companies, which may become self-suimgpih a certain period
of time,

— bridge-role with the purpose of training and stalriy the unemployed so-
cially and psychologically through community wowhich is the first step to
enable them to return to the market sector by sgrttiem to vacancies,

— creating protected jobs to employ people who atecapable of joining the
labour market, neither temporarily nor regularly.

¢) Francehas made the biggest progress in applying the haiaéng at a sig-

nificant increase in the rate of employment by aigiag the services provided for
households and individuals to a market, which heenbcalled ‘social economy’
since the White Book of the EU. The measures takiémthe purpose to develop
the service sector have been applied for more thdecade in the country. An
estimated number of several hundred thousand ifaé-jobs can be created in
these areas. Taking advantage of these opportidiépends on three factors, on
the availability of actual payments, organizatidrspply and the level of the ser-
vices (professionalization of trades).
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The first and the most important condition is teatvices should be affordable
for households, which depends on supports gramteéduce their prices. (Price
reduction creates jobs, which justifies supportsnemically.) Such supports can
be: tax-allowances, company contribution to thespieal services of employees,
reduction of expenditure on wages, supported joftraots.

The demand for services greatly depends on thecehdfi services, i.e. on the
scope of supply. This can be developed by: introduénancially supported or-
ganizational forms and tax-allowances.

And in order to increase the level of servicesliprademarks have been in-
troduced, the process of professionalization walacated by developing and
supporting vocational training.

3.2 Typical techniques

While trying to solve employment problems the effdio increase the enterprise
capacity of the region have always had priority. fé¢as the basic aim of local
governments was to attract profitable companiethéoregion and in this way in-
crease the local tax-paying potential, since th@0%%inancial support of existing
enterprises and safe employment have become mqrertamt Bennett—Krebs,
1989). This statement is first of all valid for theuntries of the EU, but certain
signs of it can also be felt in Hungary alreadyjmiyain the economically more
developed areas.

In the field of enterprise development revitalisatpprogrammes based on the
characteristics of the area have become incregsinglortant. There is a special
emphasis on the following:

a) operating the management of the local labouketar

b) strengthening the market of local products, camity marketing;

¢) strengthening the local capital market;

d) developing an innovative technological environtgonditions for techno-
logical parks, innovation centres, incubator howseswork from home);

e) development of co-operatives;

f) organization of mutual aid societies and comrtyuenterprises.

The management of the local labour mark@ampbell, 1995) is aimed at
achieving harmony between local employers, lodabla and local economy while
keeping their interests in view. It examines theowation and diversification op-
portunities of employers, their labour force demaamt the ways of how to satisfy
it, in the hope of being able to create new jolysofte or several local inhabitants
and preserve the old ones. With full knowledge e explored correlations the
efficient labour-market management focuses firsalbfon mobilization, network

33



development and information of those involved ia thbour market and connect-
ing the supply and demand side the market, e.@l labour market observers,
training institutions, universities, developmeneages, local governments, em-
ployment and enterprise advisors, managers of gmmaat projects, local com-
munities and their leaders, trade unions.

In regions with severe unemployment, strategiesidoan developing labour-
intensive economic sectors and encouraging thel ‘bhare’ of the unemployed to
join in. The four basic methods of employment-cezdedevelopment of local
economy are the following:

1) preparation of labour force for the vacanciderefl by employers;

2) widening market opportunities for products onvigses that add to the num-
ber of vacancies;

3) trying to find socially useful, (even if onlyasonal) jobs;

4) organizing and sending unemployed people to n@ea (training and
retraining are just one of possible methods, angl@gment problems can-
not be solved by mere training).

In the countries of the European Union the follogvinnovative solutions have
become widesprea€&mpbell, 1995):

— Agreements between partnesghools, universities, training institutions and
employers reach an agreement in order to connecidéidn and training and
employment in a direct way. Training courses argigied with employers
involved and the other way round, employers ardéingilto employ a certain
number or all of the participants of training cagsin this case the demands
of employers and the skills of potential employaébmeet.

— Training courses geared to those involvégining courses which prepare
members of socially disadvantaged groups for jabsiged by a certain em-
ployer.

— Setting up ‘Training Help Points’ in order to increase the range and
accessibility of information about existing eduoatll and training opportu-
nities. They usually aim at a special group of peap region, since those at
a disadvantage on the labour market do not ushale sufficient informa-
tion, either.

— Safeguarding of interestshe value of local workforce can be increased by
introducing qualifications indicating the skillschabilities of participants of
the labour market and by having these qualificatiancepted as well as by
developing a local system a references. In thedsteof employees employ-
ers should be encouraged, if possible compelledytid any discrimination
according to sex, ethnic or age in their methodsetdcting new labour force
and to pay acceptable wages.



— Organizingpublic servicesnay also help the participants of the labour mar-
ket who are both geographically and socially aisadvantage when trying to
overcome the obstacles others than those in cdonewtth skills and abili-
ties. E.g. setting up day nurseries and kindergantéth reasonable opening
hours for their children.

— Return strategieaim at employing those again who disappeared frana-
bour market for a while, and are at a disadvantageme way. Such a strat-
egy can be studying besides a part-time job inrotolelevelop a commit-
ment, refresh abilities and prepare for a job.

— A typical way ofdirect creation of jobss employing those with unfavourable
social background in local public institutions, widghey do some kind of
community work to satisfy local demands (e.g. prtioe and improvement
of the environment, public utilities, constructiomork, maintenance of
buildings, security service or looking after olcope). The same jobs can be
done in the form community enterprises, too.

— Encouragingself-employmenby counselling, providing professional aid for
a longer period of time. It is a wide-spread metfayd/oung people.

— 'Non-market’ methods olocal exchange and tradere used when there is a
direct exchange of services, ‘vouchers’ betweemibebers of the commu-
nity, which makes it possible to have jobs thatdoee in the interest of the
community and in order to satisfy its needs ackeogéd.

Strengthening the local market one of the basic strategies of self-develop-
ment. Improvement of the chances to enter the nmadsthree aspects: improving
external sales, strengthening local services agdnizing non-market economic
activities into a system. The key to the establishinof the local market is diversi-
fication. It does not aim to serve small local emoit entities, as it did in the past,
but helps the village to adjust to systems of higgeas. On one hand strong local
market is a precondition of the growth of the reses of those entering the mar-
ket. On the other hand it also contributes to thesources. One of the most im-
portant criterions of the local market is that theners of the resources, (labour
force, land and capital) should mostly be localgledVikiéssy,1999).

A special means of strengthening the local markebimmunity marketingwhen
institutions of the public sector (state, local gmment) play a part in it.

A special, innovative way of the improvement of thegree otapital supplyis
the solution that ‘loan circles’ provide. This aitative model offers the following
possibilities:

— Access to credit for those who have their own bessrideas, but cannot meet
the requirements necessary for raising a loan fr@aiitional credit institu-
tions;
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— Intensive training in order to acquire the knowledsyf how to set up and
operate micro-enterprises;
— Development of a network providing social and pssfenal support.

The idea of théncubator houses of entreprenewgpeared at the beginning of the
1980s. The aim of the institution of the incubaiouse is to increase the chances
of the new enterprise and help its developmertiéniteginning (to reduce the dan-
ger of winding up the enterprise, its vulnerabibityd to increase its profitability).
In the incubator house of entrepreneurs there @mipes, supports and services,
which are adjusted to the special needs of newipded companies.

The functions of incubator houses are as follows:

— Supply of real estates — changeable, enlargeabtripes for a limited period
of time at a lower price than that of the free nesirk

— Shared services — commonly used equipment andcesrmiainly in the case
of office work (secretary’s office, telex, confeoenhall, etc.)

— Counselling entrepreneurs — in the fields of cdntrarketing, accountancy,
research and technological transfer, privilegedtslito the academic envi-
ronment.

— Exchange between the entrepreneurs, integratiantivg professional net-
work, technical and moral support of the managemniEm: incubator house
reduces the isolation of the management in thélé&agriod of the life of the
enterprise, strengthens the soundness of the nmsperse. Access to infor-
mation and other services is of the utmost impagan

The idea ofco-operativess not a new one at all, although it is looked ups
one of the innovations. ‘By co-operatives we meamssociation in which several
economic entities conduct some kind of transactiofhave it conducted in one
common plant while the economic entities preseheir tindependenceMarton-
Szeremley]995).

Co-operatives can be distinguished from compasiggs,joint stock companies
on the basis of three principles:

— One member — one vote, i.e. the right to take ipadecisions does not de-
pend on the financial share

— The aim is to reach the highest possible purchase mather than to increase
the profits of the company.

— The accumulated gains are turned back into proalucti

The revival of co-operatives reached its peak miomal development in the
1990s.

On the basis of foreign examples it is easy toveee those participating in the
efforts to find solutions for employment probleme,aand to confirm the fact that
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a solution can only be the result of co-operatibthose involved and division of
labour. Partners co-operating to alleviate longitanemployment are:

a) the unemployed themselves and their families,

b) central government and its institutions,

¢) organizations for safeguarding interests,

d) local governments,

e) local entrepreneurs,

f) training institutions,

g) civil organizations.

3.3 Employment objectives of the European Union

The main issues of the policy to increase employrimethe European Union were
determined in Luxembourg in 1997. The objectivethefyear 2000 are as follows:
(Nagy,2001).
| Employability — a new, active labour force polity prevent unemployment,
long-term unemployment and discrimination.
— preventing the long-term unemployment of young peop
— preventing the long-term unemployment of adults,
— supervising the system of benefits and taxes, $iing people to look for
jobs, encouraging an active old age,
— stimulating social partners to sign employabiligyeements,
— ensuring conditions for life-long learning, espdgianformation technology
and encouraging the participation of elderly empksy
— improvement of the school system in order to desge¢he number of young
people dropping out,
— development of the qualifications of young people,
— active policies to support handicapped people,iethrinorities and other
groups in unfavourable situation.

Il Enterprise — a new employment policy to crgates, especially in the field
of services and to exploit the job-creating effefidnformation society.

— a considerable reduction of maintenance coststandrhount of paper work,

— encouraging self-employment and enterprise,

— exploiting local employment opportunities, the rofesocial partners,

— benefiting from the job opportunities in the seeviector, information soci-

ety and in the environment sector,
— decreasing general taxes and non-wage like cosabaofir force,
— examining the decrease in the rate of the Genenalover Tax.
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Il Adaptability — a new policy at work to stimué&social partners to modern-
ize work structure and to develop human resources.
— agreements of social partners on the modernizafiovork structure,
— more flexible job contracts according to the vasi@mployment forms,
— supervision of tax-like obstacles in order to refrgrofessional knowledge
within the enterprise.

IV Equal opportunities — a new policy to make tlemony between family
life and life at work possible and to apply thengiple of equal opportunity in all
measures of employment policy:

— enforcement of the principle of equal opportunitypolicies,

— balance between the unemployment rates of men antkw, enforcement of

the principle of equal wages for both sexes,

— initiating family-friendly measures and services,

— making the return to the labour market easier.

The above mentioned objectives can be found asmeemdations in national
employment policies and the programmes of the EaogJnion. Supplementary
programmes of the Union are: European Social Furid@JAL — community
initiative.

4  Hungarian experience in alleviating long-term
unemployment

4.1 Individual strategies of long-term unemployed pople

The fact that long-term unemployed people are lisgakially disadvantaged, too
means a real obstacle for them to be able to chdrege situation on their own.
Lack of qualifications goes with social, mental arghlth problems. Meanwhile,
employees’ habits, attitudes and the unconsciostsaiat on their performance in
past decades make it rather difficult to make pasithanges in their situation and
to handle the phenomenon on a national leMéltyasiet al. 1991).

In recent years more long-term unemployed peopladiin the country have
chosen the above-mentioned individual strategy laaek earned the necessary
income in agricultural small-scale production. Tiesearch financed by the Na-
tional Employment Fund in 1993 involved 449 peopl® had been trying to find
a solution by becoming agricultural smallholdersl &y joining farmer’s unions.
The results of the research show that most agui@llsmall enterprises have taken
the first steps only and can only be regardedlascof enterprise that were set up
under the pressure of circumstances. In the mid3s &8 only thing that could be
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registered was that most of those affected wereetbto follow the strategy of
having several steady sources of income, i.e. cetingl their income from their
agricultural small enterprise with other sources, & best, it is some agricultural
part-time job that they have as a second job, wtiserit is a supplementary agri-
cultural activity besides a pension, unemploymasttdiit, social benefit, etc. The
capital, equipment, markets and their share ofntlseket etc. of the examined
small enterprises lag far behind the level deteedhiby international trends and
competitivenessL@ki, 1996). By the mid—1990s conditions (accessibibitycapi-
tal, economic risk, markets) had changed to suckxéent that it became obvious:
small-scale production cannot solve the problemsea by unemployment.

Both the strongly limited number of vacancies ie ttountry and the inappro-
priate level of education and vocational trainings@ an obstacle to successful
employment. The individual strategy to overcoms thhstacle may mean partici-
pation in some form of training and conscious sgftagement. The motivation to
take part in training courses is extremely low.

Because the two most obvious strategies of relséarproved to be impractica-
ble for some (objective or subjective) reasons, tymcal layers have appeared
among those long-term unemployed:

1 A group has appeared that has been pushed petiphery of society on all
levels. The complete lack of opportunities makeisnjpossible for them to
take part in the division of labour offered by metrleconomy in any way.
Their situation ‘under societyls reproduced again and again because with
no qualifications their children will follow in thefootsteps. Most of them
are gypsies, which makes finding a solution all thwre difficult.
Traditional methods are by no means to the purposeural underclass’ has
become one of the major social problems of the tfrihe millennium
(Csite—Kovacs1997).

2 The other group is a bit more successful buthaly can achieve is survival.
They develop a way of living which makes it genlgracceptable that they
do not intend to undertake a steady job, just scaseal ones, they prefer to
work in household farming or reorganize the divisid labour in the family.
They are careful to be able to certify employmemntgl enough to entitle
them to renewed unemployment benefit. However, Ithysr is active after
all, they have preserved their ability to work. Yheill undertake steady
jobs again, if the local supply of vacancies broadand if they can earn a
payment that is higher than the social benefity tive otherwise entitled to
(Nagy,2001).

It is just a smaller group, the third one, thaalide to have steady employment
again, and the members of an even smaller grouph@egme entrepreneurs. The
most socially disadvantaged layer is representefdinylies where there are neither
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active breadwinners, nor pensioners, their memaerseither unemployed, or on
child-care leave or dependents.

The results of the survey carried out amongghsicipants of the social land
programmereinforce the above facts. Most of those askedlaviitst of all like to
work somewhere on a regular basis or they relyomakbenefits. The members of
a minor part of this group do not know what theyl wb, childbirth or retraining
seem to be temporary solutions for them. Farminghenfield of their own does
not seem to be an attractive and/or realistic dppdy. A high proportion of
gypsy beneficiaries wish to have a proper job, #t@mynt on social benefits, insecu-
rity is not typical among them, but some of thera preparing for setting up an
enterprise or they intend to have some more childBocial benefits, day-wage
and retraining opportunities consecondin the order of importance. Regular em-
ployment does not seem to be a realistic oppostuary more, but undertaking an
enterprise under pressure as a possibility is deghas more feasible. Insecurity is
bigger in this case. Those in charge of the sdaia programme, which aims at
encouraging people to work in agriculture, may deavesson from the fact that
beneficiaries do not want to do farming on theingiece of land, not even in the
second (or third) place, although one fourth ofitli®le sample have got their own
suitable arable land. The gypsy people interviearedmore unwilling to take part
in a retraining course they prefer/they feel masmpelled to work for day-wage
than those who are not of gypsy origin. If askedualwhat would happen in the
third place, almost the whole sample becomes quitertain saying ‘we shall
manage somehow’. Going on with innovation dimensiibris important to under-
line that the higher the number of those livingoime household, the higher the
proportion of the answers ‘we shall manage somehdWe idea of enterprise,
retraining or daywage is brought up vaguely, bterafvo ‘unsuccessful’ attempts
their typical attitude to life is hopelessnesstHis third phase there are no differ-
ences within the sample, neither territorial ndmnét differences, almost everybody
represents the point of view of ‘we shall managaeioow’.

4.2 Government programmes

Since the 1991 enforcement of the act of employraedtprovision of the unem-
ployed, the individual elements of the system, rdgstration system and provision
of the unemployed, the information system and dfmeraf job centres as well as
the so-called active means of employment policyrevent unemployment and
help the jobless to find a job again have beconeeyelay routine. And it is so in
spite of the fact that in the past ten years alnatistlements of the system have
undergone radical changes. Besides the naturaltiamlid handle the anomalies
and problems arising during the operation of th&tesy, these changes, from the
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points of view of budget and financing, have mos#yised an increased relative
shortage of resources of employment policy. Consetly instead of the optimali-
zation of the operation of the system, it was ttstribution of the resources and
the ambition to exhaust them as fully as possille ® solve the most urgent
problems that played the most important part.

The policy of the government and the activity ofpbmyment offices focus on
applying traditional means even today in spiteha#f increasing number (though
still a low proportion) of complex labour markebgrammes, which aim at smaller
groups, improve chances of employment even onahg tun in a more appropri-
ate way, but are more time-consuming and costlys Tan be seen in the objec-
tives of the Labour Funds and the programmes of\gtgonal Employment Fund
(OFA) and in the exploitation of their resources.

4.2.1 Labour Market Fund

By concentrating and administering financial resesrof unemployment and vo-
cational training uniformly, the Labour Market Fu@PA) finances unemploy-
ment benefits, adaptability of labour force, theiagbsecurity of employees of eco-
nomic entities under liquidation, development otational training and employ-
ment of people with reduced working capacity ansuess financial conditions for
the operation of the labour market organization.

Before the Labour Market Fund (MPA), from 1991 @943, the present alloca-
tions worked as an independent Fund. Until 1995Rted and then Allocations
did not essentially change as far as their objestiand function are concerned,
only certain tasks expanded.

As for the operation of the Labour Market Fundshasgot two well distin-
guishable functionsOne of them iprovisionand the other one ®ipport Those
applying for support have to do so by on the bakithe legal measures relating to
it, and it is paid from the Solidarity Allocatioithe sums paid from the Employ-
ment, Vocational Training, Rehabilitation and Wagearantee Allocations are
gualified as support.

The incomesof the Labour Market Fund are made up of emploéyestribu-
tions, other incomes, rehabilitation supports, yepents, contributions to voca-
tional training, paying off loans for vocationahitiing and sums from privatiza-
tion.

Between 1996 and 1998 67.5% of the incomes of #imur Market Fund came
from employers’ contribution and 22.2% from empl®yecontribution. The two
kinds of contribution made up 90% of all income9% of the income of the La-
bour Market funds came from vocational trainingtcution. In 1996 the receipts
from the budget subsidy and the privatisation ineowere equivalent with the
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estimated incomes of the Fund. In the same yedntioene from privatization was

7.2%. Between 1996 and 1998 the receipts from odtttemes were 1.4%. Nearly
half of other incomes increased the employmentatlon. The majority of other

incomes came from the violation of agreements, nteler payments and other
kinds of incomes. The most important source of ineavas the repayment of sup-
ports paid for job creating investments earlier.

0.7% of the receipts of the Fund resulted from riffeabilitation contribution
and the repayment of rehabilitation supports. 188l8here was an increase in both
the per capita sum of the quota-type obligatiordstae number of those obliged to
pay a contribution. The employer is obliged to pagehabilitation contribution to
help the employment rehabilitation of those witteduced working capacity, if the
number of his employees is more than 20, and tihabeu of those with a reduced
working capacity employed by him makes out less .

The expensesf the Labour Market Fund are included by the\idiial alloca-
tions on the basis of the same legal title of edjtare as follows:

— Employment Allocation — active employment support;

— Vocational Training Allocation — support and deysiteent of vocational
training;

— Solidarity Allocation — unemployment benefit;

— Supplementary Unemployment Benefit Allocation —tcbwition to supple-
mentary unemployment benefits, social benefits, amgployment of those
entitled to them;

— Wage Guarantee Allocation — meeting the wage ofitiga of economic
entities under liquidation towards employees;

— Rehabilitation Allocation — contribution to the eloyment of people with re-
duced working capacity;

— Operation Allocation — operating and developing Netional Organization
of Labour and the Trustee of the Fund.

The employment allocatiofis of utmost importance from the point of view of
alleviating long-term unemployment. It is used lieiping employment, preventing
unemployment and handling the situation of socidilyadvantaged people. Be-
tween 1995 and 1998 it had 24.5% of the Labour Elafund, which meant
64,078.4 million Ft. The bigger proportion of thikoeation (80%) is distributed
between counties and the capital. The counties avdisadvantageous labour mar-
ket get more financial resources for distributimr the purpose of supporting
training, unemployed people becoming entreprenenitdening the range of em-
ployment: wage subsidy, community work, job creatimaintenance of jobs, tak-
ing over contributions in connection with employrheemployment of young un-
employed people.
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Within the Labour Market Fund, from the employmetocation in 1996
15,081.8 million Ft and in 1998 26,163.1 millionv#re spent on financing active
employment on both central and decentralized expeedWithin the employment
allocation sums spent on decentralized expenditere distributed between coun-
ties and the capital as follows: between 1995 a®@81Borsod-Abaulj-Zemplén
county got 14.9%, Szabolcs-Szatmar-Bereg count$@fd Hajdu-bihar county
6.6% whereas Vas, Zala, @yMoson-Sopron were granted only 1.8; 2.3; and
2.4% from the employment fund.

Of all supports granted by the employment allocatietween 1994 and 1998
the amounts paid for community work were the bitjg85.7% compared to all
other supports, while 26.4% were spent on trainit®4% for other purposes,
12.8% on wage subsidy and the least sum, 8.6% ead en creating new jobs.

The financial aid for community work can be grantedocal governments and
non-profit organizations which send unemployed peeap carry out community
work. The employment office can reimburse maximwrO©0% of their direct ex-
penses resulting from employment on the basis ofractual agreements and sub-
sequent monthly accounts. The financial assist@agd for community work has
the greatest share from the Labour Market Fund3be7%, which was continu-
ously increasing from 1994 to 1998. In 1995 thepscof traditional community
work was widened by its special forms done by thestitled to supplementary
unemployment benefits. In 1996 employment officpans 2568.8 million Ft on
the community work done by those entitled to sup@etary unemployment bene-
fits. In the same year 85.4 thousand people editibesupplementary unemploy-
ment benefit participated in community work. In 898694.4 million Ft was dis-
tributed from the decentralized employment allamatby employment offices. In
the same year 116.1 thousand people took partnmumity work, (3.8 thousand
of them at the beginning of their career). The niiastkward counties, i.e. Borsod-
Abauj-Zemplén county had a share of 16.3%, Szalfiedmar-Bereg county
10.7% and Budapest 8.2% of all financial assistapent on community work.
The least amount was granted to Vas, Tolna arti-Gypson-Sopron counties.

Financing the training of employeés one of the most important elements of
active employment policy both in the counties amdhie capital. The state subsi-
dizes vocational training and retraining and rdfezscourses in different forms. In
1996 3208.0 million Ft was spent on labour markaining by employment of-
fices. In the same year 66.8 thousand people taokip this kind of training. In
1998 the biggest amount and proportion was speibhag labour-market training
(735.6 million Ft). The number of people involvexthis training in 1998 was 81.7
thousand, with 2.1 thousand people in the centaahihg programme, and 24.4
thousand at the beginning of their career. BetwEa®4 and 1998 the financial
assistance spent on training was 26.4% of all eynpémt allocation. Between
1994 and 1998 the majority of all supports spentraming young people were

43



granted (with the exception of Budapest and Peghtgd to the more backward
counties, (e.g. Borsod-Abauj-Zemplén county 8.6%jdd-Bihar county 6.8% and
Jasz-Nagykun-Szolnok county 5.9%).

Financial aid provided for covering wagean be applied for by employers that
submit their applications to the local employmeffice and in return of the finan-
cial aid are willing to employ unemployed peopleoniave been registered for at
least six months as well as lengthen their emplayrfee at least the same period
of time after the termination of rendering aid. Bering financial aid to unem-
ployed young career starters registered for at thase months with the purpose of
enabling them to acquire work experience is onthefdifferent kinds of financial
aid granted for covering the expenses on waged986 1808.8 million Ft was
spent on employment of those long-term unemployeti @ wages, with 29.7
thousand beneficiaries. In 1998 1832.6 million Esvepent on wages, 2266.8 mil-
lion Ft on creating opportunity to acquire work exipnce with 49.6 thousand
beneficiaries of the employment aid, 23.3 thousaindthich were career-starters,
(20.1 thousand took part in acquiring work experénBetween 1994 and 1998
the aid spent on wages was 12.8% compared withitieegranted by the employ-
ment allocation. The most aids spent on wages weeted to underdeveloped
counties struggling with employment problems, sashSzabolcs-Szatmér-Bereg
county (10.9%), Borsod-Abauj-Zemplén county (10.7®§kés county (7.0%).
The least proportion was used up by Baranya and§gmrounties.

Providing financial aid for creating jobwas possible until 2000 in the case of
regions with an especially low rate of employmenhelp long-term unemployed
layers to find jobs. The regions could apply foistkind of financial aid to em-
ployment offices by competition. After it, with thexception of development aids
granted from the rehabilitation allocation, supmetisions were centralized. The
financial aid spent on creating jobs makes up ¢ast| 8.6% (7922.2 million Ft) of
all aids provided by the employment allocation1896 employment offices used
up 832.1 million Ft from the decentralized fundsdeeating jobs. In 1998 this sum
was 32,508.8 million Ft, 1552.6 million Ft of whietas spent on traditional job
creation, which, together with the 128.3 million jBb-creating investment fi-
nanced by regional development made up a totab805 million Ft. The finan-
cial aid granted to encourage self-employment wasndllion Ft. In 1998 more
than 3,000 new jobs were created and financed frendecentralized allocation.
The financial aid provided for job creation was tighest in Borsod-Abauj-Zem-
plén county, 20.2%, in Szabolcs-Szatmar-Bereg ¢oub®.6%, and in Bacs-
Kiskun it was 7.5%. The least financial aid wasnged to Budapest, 0.5%, Vas
county 1.0% and Zala county 1.1%.

The financial aids provided for other purposes rather compound. First of all,
the Labour Market Fund contributes to preparing leggrs and employees for the
EU, but it also includes the financial aids proddesm the employment allocation
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which cannot be placed with any other resourcesarigial aids granted for the
purpose of encouraging self-employment, preserjobg, expenses of taking over
contributions, supporting non-profit organizaticarsd financing collective redun-
dancies have also been ranked here. Between 1994388 the financial aids
rendered for the purposes was 16.4% of all aidsnfied from the employment
allocation. Borsod-Abauj-Zemplén county received.524, Budapest 10.0%,
Szabolcs-Szatmar-Bereg county 8.5%. Vas anfir-&foson-Sopron counties re-
ceived the least.

The amountof all financial aids was continuouslygrowing between1995 and
1998.Thedistributionof the employmentllocationamongcountrieshappensvith
the help of an allocationmodelhavingseveralfactors,but basicallyin the propor-
tion of registeredunemployedpeople.Taking the financial aids receivedby the
countiesinto considerationBudapesi{11.5%)and Borsod-Abaduj-Zempléicounty
(10.4%)receivedthe highestfinancial aid, i.e. 23,850.9million and21,478.2mil-
lion Ft. The lowestfinancial aid was grantedto Vas (2.3%) and Négrad (3.0%)
counties.

4.2.2 Programmes of the National Employment Pulfiand (OFA)

The National Employment Public Fund (OFA), as aligulond of the government
plays an important part in the system of institagicaiming at alleviating unem-
ployment and extending employment. During eightryed its operation OFA has
improved the situation of almost 160,000 peoplss, teeived 4,500 applications,
has signed about 1,900 contracts and has grar@idaliéon Ft financial aid.

The most typicaprinciples andareasof the activity and theupport policyof
the National Employment Fund (OFA) are as follows:

— experimental introduction and application of newame of active employ-
ment in backward regions and layers,

— active participation in establishing the so-cakedond labour market, which
is outside the main stream of the labour market,

— strengthening partner relationships and co-operdiegtween the local repre-
sentatives of employment policy, (local governmgail, economic and la-
bour organizations),

— contributing to the establishment of complex spoingpand service systems
and networks,

— co-ordinating resources in financing programmessistent application of
joint finance aspects.

The division of applications according to the typdsowns and villagebas
changed compared with previous years. The dominaficie capital has de-
creased slightly, there has been an increase imuh#er of successful applica-
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tions submitted by county towns, but most succésgfplications for financial aids
still come from the capital city. It was in 199%thsmall villages were taken first
of all applicants in local and regional programnreshe history of the OFA, and
while more than half of all applications came fréime capital, it was 24% of all
those granted financial aid. The last in the oafehe different types of towns and
villages receiving financial aids are county towns.

The division of supported programmes accordingtgedt groupsshows that in
labour market services (first of all FIT and Prograes of the Forum of Career
Choice) the number of students is domineering. fitmaber of unemployed career
starters have exceeded 10,000 in alternative proges alone. The 1,840 unem-
ployed people employed with the help of the NEF ApEonsists of mostly career
starters, however, the number of socially disachged young people and that of
gypsies is also considerable. In 1999 altogethes30people took part in finan-
cially aided projects. The number of long-term upkyed people increased con-
siderably, so did the number of gypsies among thnthe same time the propor-
tion of unemployed career starters and of thoséngareduced working capacity
increased, too compared with previous years.

Applicants are very differerdccording to the type of organizatigrteo, how-
ever, non-profit organizations became dominantr &f98. Funds, social organi-
zations, non-profit companies, churches and deratinims represented 66%, or-
ganizations financed by state budget resources mpd&% (typically as imple-
menters of programmes of the forum of career chaiw research programmes).
In 1999 30% of those receiving financial aids wassociations, 18% were funds,
4% non-profit companies. 10% of participants of tharket were limited compa-
nies, 5% sole traders, 4% co-operatives and 3% pataerships(Table 9.)

The rate of participation of counties and the cabiteflects the average of the
previous years both as far as the number of susin@pplications and the rate of
successful applications are concerned. After thetalacity the most applications
arrived from Hajdu-Bihar county. Csongrad, Baraaya Zala counties were the
most successful, because almost 50% of the applsafrom these counties re-
ceived some kind of financial aid. From this pahtsiew Szabolcs-Szatmar-Bereg
county has managed to strengthen its position,enHihjdU-Bihar and Borsod-
Abauj-Zemplén counties had only 30-33% again. Réggrthe submitted appli-
cations, after the capital, Szabolcs-Szatmar-BeBaysod-Abaulj-Zemplén and
Hajdu-Bihar counties got forward (more than 60 gct§ arrived from all the three
counties). In 1999 34% of 708 applications receiadithancial aid, which is the
same as the average of the previous years. Thefirthe list of successful coun-
ties is Zala (50%), the second is Veszprém (45%)Baranya is the third (41%).

Since its foundation, the NEF (OFA) has regardeddbmpetitions advertised
for the non-state organizations of the labour madsea part of its support pro-
grammes.
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Table 9

Sums spent on NEF (OFA) programmes in 1998-1999

Serial Support programme Sum of the support (Ft)
number 1998 1999
1 The support programme of Social Partners SZP-99 99,964,536 99,950,000
2 Restart programme UK-99 95,606,109 80,000,000
Support for professional meetings and publicatfonshe 24,898,000 19,468,000
3 non-state organizations of the labour market NP-K
4 Support for local governments of villages inflicteg flood 89,916,074
and inland waters AV-99
5  Job seeking R-99 104,000,000 103,500,000
6 Complex programme for work from home TM-99 28,000
7 Support for programmes of developing local econamy 103,824,000
local entrepreneurial initiatives GF-99
8 ‘| work again’ programme 79,446,000 109,999,000
UD-99
9 Mass redundancy 98,744,891
TL-99
10 Research into labour K-99 58,056,000 56,746,932
Support for community and ngurofit enterprises, person: 75,265,000
1 (social) services NP-SZ
12 Transit-emplloym(.ar.lt. programmes of organizationsygagr 250,000,000 234,515,000
out non-profit activities NP-T
Alternative labour market service programme for-state 65,131,000 71,607,000
13 organizations of the labour market NP-A
Programme for local governments with the purpose of 115,554,000
14 employing unemployed people for a longer periotiroé o
supporting the maintenance of families OK-99
Programme to develop and strengthen small entegpiis 149,967,400
15 operation VF-99
16 Support for local employment programmes aimingeat p 372,970,000 137,021,000
manent employment NP-V
17 Establishment of an Employment Information Coumsgll 26,000,000 29,930,000
Service FIT-99
18 Encouragement of part-time employment and extension 23,319,696 36,779,700
employment RM-99
Professional Forums for Choice of Career 12,610,0
Other programmes 118,050,000
Total 1.271.479.981 1,846,324,997

Source:.www.ofa.hu.
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On the basis of the experience in the past sixsye¢he NEF (OFA) made and
advertised a concerted, complex system of sevkmalents to support employment
and service programmes of non-profit, non-profgfaizations in 1998. The tender
programmes provided the following for the non-statganizations of the labour
market (funds, associations, non-profit companies):

— alternative labour-market services,
— supporting the programmes aiming at lasting empkaytrand local activity,
— professional, methodological help of organization®lved in alleviating un-
employment, e.g.:
 professional and methodological services of astionm consisting of
non-profit organizations involved in employment,
 supporting the organization of conferences and imgeas well as issuing
publications financially,
« operating and developing a monitoring system,

All'in all, 235 applications for 4,074,000 thousdartdfinancial aid arrived from
the non-state organizations of the labour markbe fact that about 60% of all
applications of the year 1998 were submitted fa pinogrammes of non-profit
organizations (75% of all claims of the year) iradés partly the activity and re-
source claim of the sector and partly that the secdabour market is getting
stronger.

In 1998-1999 the NEF (OFA) was running about twetitferent programmes
spending altogether 1.2 and 1.8 billion forintseThost typical programmes are:

1) The reintegration programme for the realizatmintraining and employment
— Transit Employment

In 1998 the NEF (OFA) advertised the transit empiegt programme for sup-
porting the combined training and employment progree of the unemployed at a
disadvantage on the labour market, and their labwarket reintegration in a fur-
ther developed form. The supported programmes @&antrto provide vocational
training and employment for socially disadvantagedng people struggling with
behaviour and adapting problems, and young peoptierustate care or addicts
who have not completely recovered yet and youngleewithout secondary edu-
cation.

Transit employment projects are aimed at implemgné training form which
is combined with employment, does not belong toetthecational system and at the
end of which students are awarded OKJ (Nationalnifrg Register) qualifica-
tions. Such training projects are preceded by eotlgh selection, career orienta-
tion, remedial or refresher courses, motivatiompleted with continuous services
for solving the psychological and social problerhshe participants and followed

| 48



by their employment and after-care. In 1999 twodkirof applications were ac-
cepted. Partly the applications of non-profit oligations that were submitted for
financial aid for a further cycle of a transit emyghent that had been accepted
earlier by the NEF (OFA), and partly the applicatioof organizations which
wanted to launch a transit project for the firstdi There were six applicants of the
former type (old’ applicants) and twenty-one ('rig@pplicants of the latter type,
who had to submit their applications in two stdfige of the ‘old’ applicants, who
had accomplished all their tasks for the first eyceceived a total of 235,526 mil-
lion Ft. Seven of the ‘new’ applicants managed &b through the first round and
six of them submitted their application of the setoound, too. Due to lack of
resource, the NEF (OFA) could not support thesdicgijons.

2) Programmes for providing alternative labour-metlkervice

The programmes aimed at typically special groupseafple who were at a dis-
advantage on the labour market and were diffiaulteach by the institutions of
local governments and applied complex means tdbketa consider the personal
problems and ambitions of the unemployed, too. giti@ary purpose of the ser-
vices provided by the programme applying for aririal aid was to reach those
not registered and those registered and long-teremployed as well as unem-
ployed young peole who had completed their studiewere career starters and
those who, due to some special problem (healthgagitun, social background, etc.)
could hardly find employment on the labour markéhaut help, or for whom the
only opportunity could be a steady, protected adadly motivated employment.
Its secondary purpose was to reach those nonestgdmizations, which had taken
over the solutions that could serve as models. &nlaluating the applications,
preference was given to the programme which wasdéiat a special group of
people or at those who had never taken part ie s&wices of the labour market.

Between 1996 and 1999 the Advisory Body of the NBIFA) supported 64
alternative labour market service programmes witbtal of 390 million Ft. More
than 200 applications have been submitted for simepetition so far. At present 24
programmes are being realized. It is a good thiag the financing possibilities of
local programmes have been expanded. As a restiteoAmendment of the em-
ployment act in the year 2000, and according to ActL3/A §, by providing ser-
vices the labour-market organization may contridotseeking vacancies, obtain-
ing jobs or suitable labour force as well as praegr jobs. While realizing
alternative programmes a bigger emphasise has jpleeed on establishing the
quality system of labour-market services since Yastr. In accordance with the
decision of the advisory body the quality contrbjextives of nine organizations
were granted financial aid in the year 1999. Tkadning and attitude of quality
control encouraged in education, health and sac&ds have also strengthened the
demand in the labour market, employment sectortésting, introducing and
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applying quality systems. Important results havenbachieved in this field, so it
will remain one of the main objectives for orgatiaas providing alternative
labour-market services to support quality-consciptecess organization, control
and development activities and the application emtpletion of services with a
quality system. On the basis of the experiencéefyear 1999 the purpose of the
Public Fund is to establish the quality systemhef NEF (OFA) and to compile the
Handbook of Quality Control in the years to coma. &part of it a ‘NEF (OFA)
Quality System Standard’ specified for the sectod aarget group has to be
compiled for the organizations implementing labmarket services and projects.

3) ‘I work again’ programme

The objective of the financial aid programme isettablish service points for
long-term unemployed people so as to provide peosigmted alternative labour-
market services for them. The ‘I work again’ pragrae, which is the adaptation
of a British model, is a special labour-market ggnbased on local partnerships,
and establishes partnership between the organizatisterested in alleviating
unemployment. By using specific and geared methibdhglps the unemployed to
access complex services, and to fit themselveshéoldbour market again. It
develops direct and personal relationships withh tgities of the labour market:
with the employer and the employee, it shows dtudd# to both directions that is
helping, supporting and initiative. Its target gesuare: long-term unemployed
people, among them those granted a supplementagynplayment benefit,
unregistered unemployed, gypsies, those with retiueaking capacity, homeless
people, ex-convicts and those who had grown uptdte scare. The programme
provides an alternative method for alleviating ldagn unemployment, which is
useful for all the people of the local communitydtved in solving the problem,
both for the local government and for other pgrticits of the economy. In 1998
14 applications were submitted by long-term unerygdiopeople in the subject of
the realization of the special service, five ofnthevas supported by the advisory
body and they were granted a total of 79,500 thuai$d. They have the intention
of involving 4650 people in the programmes altogetand wish to employ 1400
people. The organization carrying out the program to undertake to operate the
new service providing unit for at least two yeaansd develop partnership with
other participants of the labour market. The NEFADPmeets 80% of all expenses
necessary for carrying out the programme. Assaciafi funds and non-profit
companies could take part in the competition.

4) Supporting the personal (social) service adggitof community and non-
profit companies

The programme tests if, with civil organizations-aperating, the non-profit
sector is capable of creating new jobs in the aifehealth, social and personal
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services, and whether there is a solvent demahdwsdeholds for certain services.
The primary purpose of the programme is to incrélasenumber of the employed
by expanding employment and by integrating theisersf personal help provided
free of charge or as black work in private homes the world of organized work.
In the framework of the programme there is an ojymity to increase the
employment capacity of the social sector by esthliy community, non-profit
companies, as well as by contributing to the maeutee of existing ones. Last but
not least the program intends to help the co-omerdietween local governments
and non-profit organizations by providing not cgdiut efficient social services.
To achieve the above-mentioned objectives, the gatyiBody of the NEF (OFA)
ensured about 90 million Ft for the realizatiorsef’en programmes, which creates
the conditions for employing 110 unemployed peoplee project plans of 1999
have again verified the assumption that the empémtntapacity of personal
(social) services can be increased with the coatjoer of the civil sector, i.e. it is
worth devoting knowledge and further resources ttcas these employment
possibilities can be expanded.

5) Supporting the organization of meetings for poofit organizations and
publications

The purpose of supporting conferences is to endide dialogue between
organizations, institutions and people working &leviating unemployment, to
contribute to making the results of the effortsatieviate unemployment, and the
programmes realized by non-profit organizationslipuds well as giving publicity
to their ambitions. Supporting publications is aogoway of informing the
unemployed and the non-profit organizations, whichans helping them as a
target group more extensively. The supporting mogne helps non-profit
organizations to get to know the Hungarian andriratiional practice of alleviating
unemployment and the applied means and models. talget group of the
programme consists of associations, funds and cigiinizations taking part in
alleviating unemployment.

6) Support programme for financing initiatives tevelop local economy and to
encourage enterprises

As a result of the professional co-operation betwtbe Ministries of Labour of
the USA and the Hungarian Republic the projectedalRapid Response was
present in Hungary between 1994 and 1999. It wamission to encourage the
Initiatives to Develop Local Economy and to Encger&nterprise (HGVK), i.e. to
take part in planning and co-ordinating local depetent processes and launching
concepts and programmes elaborated together tdoglegeonomy, (investments,
encouragement of enterprises, improvement of the of employment). The
American programme closed in the summer 1999. tteroto benefit from the
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results and to make the model serve on, the Prirméstdr's Office initiated an
Agreement of Co-operation between the Ministry @bomy, the Ministry of
Social and Family Affairs and the Ministry of Aguiture and Regional
Development to continue the programme. Within itanfework NEF (OFA)
undertook to continue it temporarily and in May 299 advertised the HGVK
partnership programme. The purpose of the progransme encourage local,
micro-regional initiatives to develop economy areff-srganizations to support
compiling micro-regional strategic plans and progmes to develop economy, to
help micro-regions, especially the backward onagggting with an employment
crisis situation, catch up with other regions, deoperate in launching job creating
processes and encouraging enterprises. It shostdpsbvide financial aid to the
evaluation of the situation, strategic plans ané ttetermination of actual
development projects. The 1999 application of tHeFNOFA) urged to launch
processes that were based on the co-operationeopdrticipants of the micro-
region, (local governments, entrepreneurs, ciyglaoizations): The success of the
programme is proved by the fact that there werapjflications submitted to the
competition, 27 projects of which were supportedhsy Advisory Board with 107
million Ft.

7) Restart Programme

The Restart Programme makes unemployed careegrstavith a low level of
education suitable for labour-market training adl @we helps them to adjust to the
labour market. It also includes complex projecticiwhhelp unemployed young
people to adapt themselves to the society andefingloyment as soon as possible.
In the years 1998 and 1999, 92 organizations haimdptbject plans to the Restart
programme of the NEF (OFA), 27 of which were finamdy the Advisory Board
with a total of 176 million Ft. In 1999 most app@lions arrived from the most
backward counties of the country. 26 organizativosn the North Hungarian Re-
gion, (Szabolcs, Borsod, Hajdu and Békés countiE®)prganizations from the
South Transdanubian Region, (Baranya, Somogy aftalcoanties), which makes
out more than one third of the applicants. Theeetaro supported organizations
from Budapest and 25 from the country. 11 orgaigratfrom the North Hungar-
ian Region, (Szabolcs, Borsod-Abaulj-Zemplén anddétiihar counties), nine
organizations from the South Transdanubian Red@®axanya, Somogy and Zala),
i.e. more than two thirds of the applicants werenspred by the NEF (OFA). The
final evaluation of the results of the Restart pamgme will take place in spring
2001, but it is obvious now, too, that less thafo2¥ the almost 400 unemployed
young people taking part in 13 supported projectpped out. The best results,
(the lowest number of those dropping out, the héghmumber of those finding
jobs), were achieved by the organizations thatdadnsiderable network of per-
sonal or formal organizational (state, market, poofit) relations. The least effi-
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cient are the organizations that cannot communicétte the target group in an
appropriate way, and cannot handle the emerginficsnsuccessfully. Although
the NEF (OFA) will not advertise the Restart pragnae as an independent pro-
gramme in 2000, but it has built its individual ralents into the employment pro-
grammes both for gypsies and for local people.

8) Supporting programmes for non-profit enterprésgivities with the purpose
of lasting employment

Since 1996 the NEF (OFA) has been giving preferearod supporting local
employment initiatives with considerable amountsesfources. Such projects are
mainly carried out by non-profit organizations aahtribute to the development
of the secondary labour market. In this case leffalts aim at services and activi-
ties that are useful for the local community analt ttreate jobs for long-term un-
employed people. Such projects play a socially g part because, as a result
of local co-operation and collective acquisitionre$ources they provide services
at a low price, and they also contribute to theettgment of local (new) markets
and to the operation of local economy. Accordinghe experience of the NEF
(OFA) the process of their becoming strong andsghiporting requires much time
and studying, and setting up and operating orgtoirm as well as developing
local programmes need considerable professionafiaadcial support. The 1999
programme supported local initiatives which areeadmat long-term unemployment
by self-supporting community programmes. The pnogng consisted of four top-
ics. The first two included the support of the peogmes of non-profit organiza-
tions that have surplus remainings and contributbe employment of people with
reduced working capacity. A new feature is suppgrprogrammes aiming at cul-
tural and educational activity. In the course af fame year 43 applications were
submitted, 16 of which were granted a financial@&id40 million Ft, which made
it possible for 218 unemployed people to find jobaring last year's competition
it was verified again that through the programme $bcondary labour market is
expanding and there is an increase in its employeguacity, too, and models are
forming, which are able to work in a market-confoway and save costs and are
cost-efficient. The most important thing about glnegramme is that there is a de-
crease in the number of the unemployed and thainato get to the labour mar-
ket is increasing.

9) Programmes of local governments contributingh® employment of the un-
employed and /or their self-support

Most difficulties in economy, especially tensiondggmating from unemploy-
ment affect local governments. People usually eixioeal leaders elected by them
to solve their subsistence and social problemso#iicg to the experience of the
NEF (OFA) local governments are interested or camiade interested in solving
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the tensions caused by the local employment ratatesy are ready to make use of
their own resources for this purpose. It could ensfrom the experience gained
from the experimental tender programmes in 1998arsod, Nograd and Szabolcs
counties, when the NEF (OFA) supported the localegoment programmes that
were aimed at lasting employment of unemployed fgeop helping families to
achieve self-support. It meant 103 million Ft fine aid for 30 programmes with
the participation of about 860 unemployed peoplg.n®dw most of them have
proved to be successful. The 1999 employment pafche government pointed
out that programmes have to be elaborated andedaio help groups that are at a
disadvantage from the point of view of the labowarket to find jobs again, and to
contribute to the improvement of equal opportunitemployment for those living
in backward areas. Consequently the 1999 competitiss aimed at improving the
employment rate of socially disadvantaged peopiadiin small villages, (with
less than 5000 people) all over the country. Firsradd was granted to the local
governments that wanted to implement local emplaytnpeogrammes (to protect
the built and natural environment, to develop tbeiad provision system, to make
use of tourist attractions, etc.). Applications eaimom all over the country, which
was a sign of the favourable reception of the cditipe opportunity. 1344 people
were planned to be involved in the programmes. Atisory Body supported 18
applications out of 69 with a total of 115 milliéfi. The supported local govern-
ments can be found in 10 countries. 15 of the sdp@oprojects intended to
achieve lasting employment and three of them tp lleé unemployed and their
families to achieve self-support. Local governmeéntslved 510 people in these
programmes. According to the experience of the NBFA), it is worth focusing
on and ensuring resources for local employmenteptsjthat can be connected to
regional development programmes, too.

10 Support programme to develop and strengthemeastall and agricultural
enterprises

a) Small enterprises
Small enterprises play a decisive role in creatiegy jobs after the change of
system in Hungary. Therefore the government pagsegial attention to the
improvement of their employment capacity. In 1988 NEF (OFA) adver-
tised competitions for the fist time as an experimehe aim of which was to
support programmes for active small enterprises ititand to increase the
number of their employees so as to develop and riedie enterprise sound
as well as make use of professional counsellingicess and by marketing
improve their marketability and competitiveness anoimote their company.
With the programmes aiming at an increase in threbar of employees and
counselling NEF (OFA) supported the enterprises éhgployed career start-
ers and/or registered unemployed people who hadl teteined by employ-



ment offices for at least a year. In the progranaimeing at increasing the
number of employees the expenditure on wages oérhgloyees and/or the
extras of the expenditure on wages whereas indbeselling programme the
expenses of counselling could be supported. linflieemation programme of
promoting the company the NEF (OFA) provided firiahaid for publishing

and popularize the material including the informati 47% of applicants
were sole traders, 12% were partnerships and 4164 Wd-s. The financial

aid provided for enterprises made the employmer3ofinemployed people
possible.

b) Agricultural enterprises

The social-economic changes of the last centurgezhgerious problems es-
pecially in agriculture. The unfavourable effectstttese changes were fur-
ther worsened by the natural disasters that agui@llenterprises have had to
cope with several times in recent years. The chamceduce the damage of
agricultural enterprises of the villages that hadrbhit by the 1999 disasters
caused by flood, inland waters, heavy rains anohngtdoy competition meant
a kind of expansion of the already existing supposgramme aiming at de-
veloping and strengthening active small enterpri$ée target group of the
programme consisted of those who were employedjiicudture and due to
the damage done by flood and inland waters coutdmok on their fields
and would probably have been dismissed as a refthie damage their em-
ployers had to suffer. The enterprises of the #&fitwillages could submit
their applications for support for the wages ofsitonanual workers who
they had intended to dismiss. The NEF (OFA) sumobé7 applications with
a total of 345.9 million Ft. In this programme.

In spite of the impressive programmes, the amofinh® sums spent on the
programmes of the NEF (OFA) is quite negligible ahdir proportion is not
growing either. Another trend within the NEF (OFgspbgrammes is the increase in
the number of the programmes which are advertigegkblusive competitions, on
the basis of invitations.

4.2.3 Supporting social land programmes

With unemployment growing and labour market marigatéion and segmentation
strengthening, the universal entitlement of sopiatection began to cease in a
legal and a hidden ways{anding,1993). The progress of the changes in social
policy which was giving up the idea of universaligras accelerated by the appli-
cation of active means.
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The social land programme as a social transfeibeatnaced back to the bill of
the Hungarian minister of Home Affairs, Ferenc kztes-Fischer regarding the
National People and Family Protection Fund in JU@{e1940. After it the experi-
ment called ‘County Public Welfare Co-operation &&alka’ was launched by
Lajos Esztergar. The main principle of the actiwitgs that benefits and poverty
policy are not the appropriate methods to imprdnedituation of the needy in an
efficient way, so he left the form of the solutiof social tasks to the economic
sector. His social altruistic co-operation ‘givesuts to every individual in need so
as to make it possible for them to get economicgthigng, get rid of their financial
difficulties and be able to be independes4tergar,1941). It is also important
that benefits should be adjusted to individual sed&tages: goat. goose -
chicken - pig - beehive and house) and if ‘the person in neednbagot the
necessary morals and knowledge, help should be icechbvith imparting knowl-
edge and teaching him how to economifsgtergar1941).

The revival of the social land programme in the 9% based on this idea of
handling the micro-mezzo-macro problems/disadvasdg a complex way. The
objective of the land programme is to improve thealiy of the lives of socially
disadvantaged families and those long-term unenedl@nd living in villages and
rural areas and to persuade them to use their idboze in agricultural activities.
The main idea of the project is support sand sesviie kind.

The support system that makes the developmentdétid programme possible
is aimed at thdeast developedreas of the country. The support system that is
working in the form of competition witvitation is available for the villages of
certain regions only. The selection of the regifitssinto the national system of
regional development based on statistics by corisgl¢erritorial disadvantages
and the opinions of county councils of regionalelepment Eerafin,1997).

According to the examinations done by Zsolt Szoladsand his colleagues
(Szoboszlail997), three thirds of those asked would likedatinuethe land pro-
gramme. The maimotivationseems to be supplementing the income, the amount
of food the family needs and the fodder for housgliarming. One fifth of the
beneficiaries had some income, the scatter anitbtéat division of which are both
uneven.

Besides financial incomes the social land prograrhasebrought some profits
in kind for the majority, (about two thirds), ofviaurized families. Its value was
either really smaller than incomes in money, oséhimvolved underestimated it, or
assessed it inaccurately.

The data collected abotlte ways the incomes had been usedanfirm theso-
cial objective of the land programme. Four fifths ohbéficiaries spent their land
programme incomes of a few ten thousand Ft. orcbessentials, on food. They
were not enough for buying durable consumer goodsaans of production. One
third of those asked, (a higher proportion of thgpgy sample), feel that their lives
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have changed as a result of the land programmnsgite of this the ‘hand-to-mouth
existence’ is rather typical of the everyday lieébeneficiaries.

4.2.4 The effect of employment programmes

The active means applied to prevent unemploymedttarcontribute to the em-
ployment of the jobless, (training, retraining, wasubsidy, supporting the process
of becoming entrepreneurs, community work, suppgrémployment in reduced
working hours), have affected hundreds of thousarfdsnemployed people for
some years. The results of the studies show howévar the efficiency of the
public funds spent for this purpose is rather gdit The mission of the Interna-
tional Labour Organization (ILO) working in the Hyarian Ministry of labour
organized a survey in 1992/1993 with Japanese dinbsupport so as to be able to
analyse the labour market success of people haartiripated in retraining and
community work programmes. The sample areas wenso8eAbauj-Zemplén,
Hajdu-Bihar and Somogy counties. On the basis@fthrvey it can be stated that:

— After retraining the situation of those taking uph becomes a bit more sta-
ble, more secure on the long run than in the cdsthase who have not
grabbed the retraining opportunity, but it is jasslight positive effecthat
can be proved. The social utility of retraining gm@mmes could be increased
by more specified programmes aimed at men, eldezbple, the less edu-
cated and the unskilled.

— The rate of employment of those participating imaoaunity work is only
slightly better than that of other unemployed peoflommunity work can be
regarded as a successful strategy because it Keegesinvolved outside the
status of being unemployed, it is a kind of prograthat means income, it
prevents people from losing their working abilitytlis not really an effective
means to enable people to find good jab4 éary, 1995).

On the basis of ample statistical sources the shydva Sziklai gives a de-
tailed analysis of the active means of employmetity applied in 1996 (training
support, different methods for encouraging peoplédcome entrepreneurs, part-
time jobs, training programmes for career starteosnmunity work, job-creating
investments, early retirement, etc.) and of théedéhces in the numbers of those
taking part in the individual means. In 1996 it veasnmunity work that contrib-
uted most to alleviating unemployment. Apart frommenunity work the role
played by labour market training and retraining arafe subsidies has to be em-
phasized. Regarding their volume, covering travgleases, part-time employ-
ment, early retirement and becoming entreprenday®eg a less significant part in
alleviating unemployment in 1996, too. The new awpient policy programme
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launched for career starters on July1996, which was to provide help for young
people by enabling them to gain work experience lapegmployment supports,
was chosen by fewer young people than expe&eitlai,1997).

The programmes where the employment indexes ofetloglved in active
means are favourable, very often turn out to hayparted people who had origi-
nally had more chances to find jobs. It is espBctalie in the case of jobs created
by retraining and wage subsidy.

The programmes supporting job-creating initiatieegside the main stream of
the labour market, are still of experimental natumd are not very wide-spread.

Consequently, it is not surprising that in spitetle# increase in the proportion
of active means and in the number of unemployedlgeimvolved in them, the
proportion and number of the unemployed who areatened by being pushed out
of the world of work permanently is continuouslyging.

4.2.5 Problems of approach

The insufficient efficiency is caused by the wramproach of employment policy.
For example:

— They do not take into consideration that long-tememployment has eco-
nomic and social reasons and consequences diffecenttemporary unem-
ployment. Therefore:

« Alleviating it is not only the task of the Ministgf Labour but it demands
awide-range social co-operationoo. The government should encourage
public dialogues especially in the regions withightrate of unemploy-
ment, publish the statistics of labour market psgses and maintain and
enlarge data bases.

< The also have to harmonize the objectives of macmiomic policy and
employment policy by supervising the tax and crpditcies. The growth
in macro-economy is not necessarily accompanieblbyreation and by
job creation it is not always the long-term unemyplib that find jobs, so
the government should elaborate special prograntmesacourage creat-
ing jobs for those long-term unemployed.

« With training and education overlapping, a thorowgipervision of the
educational system is unavoidable.

— The quality system of employment centres is abstluhdispensable both
for preventing and alleviating long-term unemploymebut civil organiza-
tions and those based on communities can oftenidgeospecial services
more efficiently, which can satisfy the needs afigdgerm unemployment
more sufficiently. The government has to encouragg support the co-op-



eration between employment centres and local paringolved in alleviat-

ing long-term unemployment, so e.g. local governsiecommunity organi-

zations and civil organizations should be suppoftedh various funds, both
from state and private funds. However, a justcedfit and continuous way
of financing has to be based on the evaluationaadysis of the effects of
independent programmesrfiployment Policy.. 1995).

— Assistance systems themselves have their own reistakhich can be de-
fined by the concepts of ‘unemployment trap’ andvgrty trap’. On one
hand, benefits are comparatively high compared sétlaries and wages, so
they do not incite people to try to find jobs. Ow tother hand it may also
happen that after the expenses of having a jobrdimaining net income is
lower than the social benefit, and in both casés ldwer than the minimum
sum necessary to cover basic essentials. The chaffgrting unemploy-
ment provision have been planned with all theseiéw. An issue of this is
that regular social benefits can be granted onitondhat there is a co-op-
eration with the assigned social institution. Thepose is that the person in
guestion should be able to improve his own situatiee way of which may
range from training to community work. Another tf issues affects the con-
cept of wealth, which means that, above a specléedl of property, (real
estates, or valuable movables), the benefit cabeatpplied for. The reform
of the pension system, social insurance and disalpitovision makes har-
monization of social benefits and new insuranceesys necessary, giving
priority to the income security of those havingueed working ability. In
principle the basic purpose to achieve is thatdhaisle to undertake a job
should make their living on wages, which is notlyethe near future Né-
meth,1997).

The biggest problem, however, is that the developiroéthe labour organiza-
tion and the switch over to market economy were $imoultaneous processes, the
organic adaptation to the market environment isveoy typical of the organiza-
tion. In the past decade the employment policyldese handling crises, especially
those that were mostly the result of recessiontbednsufficient operation of mar-
kets. This is the basis for the mentality and tiiéude, which, from a kind of anti-
market point of view, regards (has regarded) thst#uition, sometimes simulation
of (labour) markets to be the basic task of thedalorganization. On the basis of
the experience of the past years this attitudeoistenable. Whether we have the
increase in the inequality of individuals and fdeslor that of regions in mind,
nobody hopes nowadays that these inequalities cmuttbmpensated by mere state
redistribution or a financing policy successfullyne efficient market activity is not
only the precondition of the stability of compana@sentrepreneurs, but it is also
an unavoidable factor as far as the improvemettefife conditions of employers
and their families and the development of their@umdings are concerned. Today,
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especially regarding the hopefully lasting boonpmrting equal opportunity and

more just access to markets and labour marketdhéesme the primary public

task. All these must not lead to the reductionuflig responsibility for those lag-

ging behind or giving up those sinking into povefnd their big families) in any

way. However, it is obvious that supporting theirances of successful market
participation is an increasingly serious and réalisbjective.

On the basis of the expected 5% growth of the GIDRea a considerable in-
crease can be anticipated in the rate of unemplognifethis growing rate of ac-
cumulation is accompanied by an expansion of pats@@g. housing), entrepre-
neurial and public institutional investments, itymrasult in further favourable in-
crease in demand on labour markets. Tax-reforngisictson of withholding rates
and expenses on employment, especially in low-wagegories, including taxes
belonging to part-time, atypical employment cantdbuote to these processes con
siderably. An increase in demand can also be egpdodm strengthening interna-
tional integration as well as from widening empl@mhopportunities abroad, too.
Although a rise in retiring age or the more sewiteria of disability pension may
result in a temporary rise in the number of thesteged unemployed, the primary
guestion is not the trend of registration but ratthe increase in the activity and
employment rates. Unlike the trends of the pastsyemday it is necessary to
widen the clientele of the labour market organ@atirying to involve all those for
whom still there is a chance of employment regasite their status (inactive peo-
ple, pensioners, dependents, housewives, etc.).

All these make the turn in attitude imperative Ise primary task of the labour
market organization is not the protection agaihgt éffects of the market any
more, but it should play an offensive, market depilg and stimulating part,
which gives priority to access markets and to nalaessful market participation
more just. The ‘market turn’ does not only implyadiges of content but makes
certain changes in attitude necessary, too. Emuigt not be ignored that in the
issues of employment it is not the labour markeaarzation but participants of
the market that play the most decisive part. Tleeasssful employment policy does
not only mean that it is not the state institutibat employs people but also that the
effect of its mediatory activity causes changeth@labour market.

According to international experience the role fifc@l intervention into the
employment of the unemployed has decreased coabigein recent years. How-
ever, the forms of assistance of the organizati@at strengthen motivation, en-
courage, provide counselling and information sawitor those seeking jobs and
through which the unemployed may have better ctanuogger self-confidence
and self-respect when looking for jobs, have uralgei positive effects. Interest-
ingly enough, the number of vacancies registeret thie labour market organiza-
tions of the countries having achieved considerablecess in alleviating unem-
ployment and increasing the rate of employmentrdiildecrease in the period of
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success. This means that the primary motivatiosuastess was not the mediary
activity itself but rather that exploring vacanciesulted in an activity hich lead to

an increase in demand on the labour market. Theaaf labour markets does not
very much differ from e.g. real estate markets. &ppearance of demand gener-
ates further demand, and activity and perceptiblaahd lead to a rise in prices (in
this case: in wages).

Consequently the disfunctions of the labour masketuld not be substituted by
direct state means, the state should not simutste,or fill in the place of markets
but they should influence the operation of the labmarket by indirect techniques
of stimulation, regulation and supervision. Sudiirect means are:

— Stimulating employment of target groups privilegeoim a social political
point of view (long-term unemployed people, gypsieandicapped, elderly
people, etc.), even with subventions (e.g. takingr the expenses on wages)
if necessary;

— Stimulating public purpose, welfare activities afgoyers (e.g. training);

— Providing intensive, widespread information thaaégessible for everybody,
expanding and supporting mediation, counsellingahdr services;

— Market relations, and supervision meeting modenuirements (civilized,
European), including consistent fight against ammynf of discrimination and
strengthening institutions providing legal supepnsof enforcement of em-
ployees’ rights.

4.3 Initiatives of local employment

Owing to the limited financial and human resouresds of local development the
employment initiatives of villages and micro-regiohave basically been deter-
mined by the trends of government supports andribess of access. Innovative
local and micro-regional initiatives were startéxtf of all by joining the NEF
(OFA), the social land programme and various PHAIREjrammes.

The objectives, the way of realization and indicatof efficiency of some ac-
tual Hungarian employment policy projects (Sociantd Programme of Sarkad,
START Labour Fund of Szentgotthard, the activitylef Human Service Centre of
Szolnok, social land programmes, etc.) can be etudi the special literature.
(Eder,1996) The results of the previous research haea beinforced by our own
case studies. In the field of local employmentatites, according to the research
carried out in small areas having the highestaoateng-term unemployment:

1) Innovative initiatives are less typical of thesh backward regions. They
mostly use the means of public utility employmend aot very efficiently,
either. They usually take the opportunity of eatiient to supplementary
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3)
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unemployment benefit and the conscious, purpogsadiormance of not
very sensible tasks. A reason for this may be désagent within the region
or the lack of colleagues having the necessary letdye or organizational
skills, or both at the same time.

Creating new jobs by developing local enterpgrisealmost impossible, be-
cause there are no local enterprises, and theracaexperts of enterprise
development, either. Programmes launched to helputtemployed to be-
come entrepreneurs are hindered partly by the abvergioned lack of en-
terprise development experts and partly by the amitipn of the unem-
ployed, but sometimes also by envy. To become gr@Eneurs some people
would need such a high financial aid that otheallgeople living in similar
financial conditions could hardly tolerate. A fusthobstacle to the accessi-
bilitiy of the necessary support is the requirenmanthe applicant’'s own re-
sources.

The range of activities of local governmentswgbong-term unemployment
involves mostly ensuring the minimum conditions essary for the entitle-
ment to supplementary unemployment benefit and wagement to under-
take casual jobs. Local governments are also stiedtein that those getting
unemployment benefit, supplementary unemploymenétiteor other forms
of benefit should undertake casual work, even i§ ihot reported, as they
cannot make both ends meet on benefits draki( 1996).

A significant way of solving the problem of ungloyment is training or re-
training. In 1993 out of 600 thousand unemployeopie less than 17 thou-
sand people took part in some form of retraininj.ofthe different forms
of training are good if they mean some kind of sarppeven if it is just that
it gives hope and helps preserve self-esteem, amdai physical and moral
(mental hygienic) conditions. The people’s collegea flexible form suit-
able to adjust to the current direct needs may playimportant part in
training the unemployed, including retraining, g mental and moral
conditions during unemployment, acquiring the metiizns to become open
to new demands. The people’s college programmeooétional training,
retraining and personality development is base¢iongarian and Western
European experience. In may make it easier foretlstii employed to face
unemployment and it may contribute to preventingraployment, too. The
people’s college may help enterprises, exploreepntneurial and market
opportunities or initiate useful community workather alternativesSzasz,
1993).

To solve social problems strong civil organiaati are needed, too. Besides
the important part they play, social projects alane not sufficient without
the support of political decision makers, local gmments or administra-
tion. The operation of civil services has to bepared by legal regulations,
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the professional and social public opinion has ¢onflade to accept their
‘bridge’ role. Social projects with their approfgdinancial independence,
special training forms guaranteed by professionpkds and with strategic
planning are efficient methods of employment pqlioyt they must not be
‘overburdened’ Flizessy1995).

Although still in their infancy, and not knowly this name yet, community
enterprises have already appeared. A part of theerges from the social
land programme, another part is organized in respdo the pressurized
economic activity of local governments or civil argzations due to the
complete lack of local enterprises. The pressurake part in economy is
the result of the necessity to operate and utibzal resources and depress-
ing employment problems.

In places where there have been attempts tatalatal development pro-
grammes, they usually stop, do not prove to be taimiable after the finan-
cial assistance has ceased. The reasons can lekifotlre market inviability
of the activities. They prove to be inviable be@athey are not able to find
the market gap where they could place their spedaidividual, good quality
products or services. This is mostly caused bydhbl of the individual na-
ture of their products, quality problems, or theufficiency of marketing
knowledge, but most often by the lack of the nemsssvorking capital.
Support programmes do not calculate with thesaythiaither, especially not
by ensuring the expertise and the working capitir ghe investment pe-
riod. They do not take into consideration thatshkes of the products of lo-
cal small serial production requires special exgertout it is these regions
where there is the least of it. They especiallk kexperts who could work in
the non-profit, community sector.

The fact that target regions lack practicallgmything that would be needed
for launching enterprises poses a real obstaclatilization of local re-
sources and the maintenance of the projects inrggeg The most serious
problem is the lack of capital, but there is ndhtemlogical or marketing ex-
pertise or premises or technology suitable forghepose, either. Inviting
external enterprises that could remedy this sitmatiould be a solution, but
it would involve the danger of losing control oVecal resources thus mak-
ing local people defenceless. The other possibdduld be to ensure the
missing factors in ‘incubator houses’ and followitige launched business
activity from a professional aspect for a while.eTimplementation of this
idea is made all the more difficult by the factttimathe Hungarian support
practice of economy village level incubator houaes not accepted and the
professional services cannot be provided econolyigdthin a village, it
needs at least a micro-regional network.
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9) Although every endangered micro-region has fetr tgovernmental, local
governmental or even economic and civil participamho are interested in
improving the rate of employment and within it alkging long-term unem-
ployment, they can hardly ever co-operate. Theroaiegional round table’
launched in Zala county, or any other initiativdsttte kind have not ap-
peared yet in the examined region. The multilatdralogue, which was a
result of the ‘Rapid Response’ programme, brokeaftr the programme
was over. The ‘round table’ cannot work owing t@ tlack of people in
charge of continuous organization, or in an everse/gase, because there is
disagreement and personal, internal conflicts ptovee an insurmountable
obstacle.

5 A proposal for the development of strategies tollaviate
long-term unemployment

5.1 A new approach to the objectives and prioritiesf employment
policy

The degree of development of a country is usuakyasared by GDP per capita.
The quotient of the GDP and the number of poputatian in fact be interpreted as
the result of the product of multiplication of twaotients.

GDP _ GDP number of the employed
Population ~ number of the employe&‘ population

The GDP per one employed person expresses thegtratjuof the employed,
and the ratio of the employed and the whole pojmurlatxpresses activity. If the
increase in the GDP per capita is regarded as tis important objective of the
economy development programme, then two importansequences have to be
drawn from it. On one hand the maximalization oftbfactors of the product of
multiplication (both quotients) has to be achieven the other hand both indexes
are in close connection with the employment poltty efficiency and the extent
of the labour market.

Consequently, the objectives of the employmentydare as follows:

1) to increase the productivity of the utilizatiohlabour force,
2) to employ the highest possible number of people

If only efficiency is increased, and meanwhile gieportion of those employed
is decreasing, there will be no rise in the GDP qagrita. (Not only in principle,
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but also on the basis of recent experience thesebaaa situation, where the ex-
pansion of employment has been achieved at thenegpef productivity, or just
the opposite: the improvement of productivity isstiy due to the fact that the
groups with low (under the average) productivitydndeen pushed out of labour
markets, and in this way the number of the empldyesibeen decreased.)

The increase in the rate of employment is affebiethe fact that the proportion
of active (theoretically employable) groups withire whole of the population is
decreasing, which in fact is favourable: today pedmave longer life-expectancy
than they used to and children’s schooling pergdi$o longer than earlier. In the
future these trends are not only expected to coetbut to strengthen, too. All this
requires improvement of the employment rates dffacige groups, if possible in
the foreseeable future. Consequently a rise inetheloyment rate can only be
achieved by involving active age groups in the labmarket who in principle
could already be employed (on the basis of thed#).aghese groups are typically
the poorest and the socially most disadvantageapgrin Hungary, who have been
pushed out of the labour market for a long timegéneral a low level of education
and the lack of any vocational training are typimathem. Among them there is an
especially high proportion of people living in undeveloped regions and villages,
women, gypsies and mentally or physically handieaippeople. The problem is
made all the more serious by the fact that in tlyeeaps there are bigger families,
a higher number of children than the average. Thagossibilities of expanding
employment especially together with the criteridrinareasing productivity are in
close connection with alleviating the most serisosial problems.

The changes in the rate of activity has a twofdfdot on the national budget.
Those who work produce income for the budget bir tages and contributions. In
the case of those who are pushed out of the laimauket any kind of provision
(unemployment benefit, maternity benefit, old agedability pension, social
benefit, etc.) appears as expenditure in the balahthe budget. These expenses
are further increased by the secondary effecteutir which social, health, crimi-
nological or other public expenses are growing.

A higher rate of employment can generally be addeby integrating such
groups into the labour market. As these groupsbeacharacterized by low labour
market values, an alternative for them can be aviage, very often part-time or
other atypical job. In such a situation it may dgisable:

— to raise the minimum wage,

— to support their return to the labour market byedént forms of social provi-
sion,

— to use different means to encourage employersko da groups with a low
degree of education, and low working ability. Ma$tthese means can be
strengthened by raising the value of the minimungevand by the supervi-
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sion of the extremely high withholding rate of levages, (e.g. termination of
the one-sum health contribution).

The productivity of labour force utilizatiois mostly based on knowledge and
can be achieved by an economic strategy concergrati strengthening and ac-
cepting branches of economy that represent a héghnical and technological
level. Only in this way is it possible to take pertthe global competition and the
international integration. The labour force of letlegm unemployed people in its
present state cannot be utilized in such branchesamomy. It has to be taken into
consideration that from the point of view of theogkterm objectives of employ-
ment policy, such branches play a negligible rélewever, strengthening all
branches of economy that make the appropriate eticrenvironment suitable for
adapting such high-level branches may be of utrimogbrtance. Thus small and
medium enterprises that are able to adapt flexinms of employment are very
important, especially in the fields of economicvimes (trade, catering, tourism,
some other financial, representative sales netwdnlgman services and care
(household and care services, ‘babysitting’, etonstruction industry, develop-
ment of communal infrastructure, maintenance aresqving the values of the
landscape, parks and gardens in rural areas. gdttble training, the labour force
of those in the periphery of the labour market dalso be utilized in these areas.

A key question of employment strategies is how |tmg-range objectives of
the productivity and educational level of the labfarce and the possibilities of
expanding the employment can be co-ordinated ifictesseeable future (or at least
the effects neutralizing each other can be redydeking this point of view into
consideration, support has to be granted to theahtions which serve both ob-
jectives at the same time, or which concentrateacimeving one aim while not
reducing the chances of achieving the other one.

Such interventions may be:

a) Making labour markets more dynamic

From the point of view of both long-term objectivasd the short-term objec-
tives of expanding employment the most importask ta to make labour markets
more dynamic. With this aim in view, the most imjaoit areas are as follows:

— Improvement of the comprehensiblity of the labowarket.

— Development of information services strengthenimgngrehensibility for

both those seeking jobs and those seeking laboce.fo

— Strengthening services connecting and intermedjatigtween existing de-
mands and supplies.

— Broadening the capacities of ‘life-long learningspecially in the areas of
teaching non-school-like abilities (IT, foreign tarage, communications,
self-managing abilities, etc.) stimulating mobilisupporting it on regional,
national and international levels, as well.



b) Upgrading labour force

From the point of view of long-range perspectivthg, most important question
is broadening the capacity of education and impm@Vis quality. Upon social po-
litical consideration, besides all this the impode of supplementary programmes,
has to be emphasized, (remedial courses, supplangesgrvices providing social
help (such as e.g. transporting handicapped pesglmol bus, babysitting, etc.),
grant programmes, student’s hostels, etc). Thesggigive the children of the
people at the periphery of society better chancdakte part in the labour market
one day, and they prevent backwardness and excldigion developing into an
inter-generation problem.

The incentive systems that make employers inteteisteinvestments corre-
sponding to the objectives of the employment poligy. in financing and accept-
ing vocational training, or partially meeting thepenses of mobility), can be in-
troduced, mostly through the tax system, in thedeeable future.

c¢) Priorities aiming at broadening employment

The dominance of the ‘direct state’ interventiontire employment policy,
which has been typical so far, has to be replageth® ambition to adapt market
effects. To achieve this change:

— In the case of (especially active) programmes gfleyment policy, more at-
tention has to be paid to make supported progranpmoekictive in the sense
that they should produce valuable goods and sex¥@zesome people.

— It is necessary to try to find mutual advantageshim relations developed
with markets and employers and to confirm the @mttral forms of co-
operation while taking interests into consideration

— It is also important to consider the maintainatylilof employment when
defining target groups and those involved in anydkof support and the
amount of support. All this also depends on thefiooation of the co-
operation by contracts and by making it vocatignadind financially
controllable.

5.2 Changes of content in the trends of the practcand programmes
of financial support

In connection with supports of employment policysithecessary to lay down the
principles. These principles, which generally sdenbe obvious, have to follow,
have to correspond both to the principles of th@leyment policy of industrial
countries and the trends of transformation in ttitutions of the labour market in
EU countries and the points of view of the EU ahd O laid down in docu-
ments.
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— All forms of support aim to make it possible for rageople to find a job in
the labour market, possibly in fields, where takinga job satisfies the per-
sonal interests of both the person seeking a vgcamd the entrepreneurial
interests of the employer and the general econ@mdt social public inter-
ests.

— The most essential aim of assistance programnteseissure the subsistence
of people who have lost their jobs and who canimat & new one, for the pe-
riod while they are looking for a vacancy. Expdotas of looking for a job
have to be met consistently because the bengfitirted with the purpose of
creating the condition for this activity.

— If it turns out that the person seeking a vacarmgschot manage to find one
he must be supported by information service, cdlingeor some other di-
rect forms of support geared to their needs.

— If such forms of assistance are not sufficientital the proper job, further,
even ‘more active’ means have to be applied, éfstll by supporting the ac-
cess to training and retraining.

— What the active means of non-training have in comisdhat the user of the
public money granted to him as a support is noegaly the beneficiary, i.e.
not the person looking for a job, but typically sokind of entrepreneur, an
employer. Though the utilization of public moneyaiative programmes can
be efficient only when it serves the interestshaf employer. Two aspects
have to be taken into consideration while operatitggprogrammes: on the
one hand the person seeking a vacancy and aiméeg #ie programme
should be the beneficiary of the support , andnenather hand some kind of
a wider social group should be the indirect bermafycof the support: private
and public consumers, a local community, in a wiarse: ‘the public’.

— The participant of the active programme can bectmebeneficiary of the
programme only if he thinks he has good prospedtish is realizable only
if the work he does is of good quality, precise andself a kind of guaran-
tee that the person will be employed also aftetéhnmination of the benefit.
An indispensable pre-condition for this is that #maployer should also be
able to employ those doing good quality work aftex termination of the
benefit.

— The utility of the public can be realized in thdiee programmes only if the
programme is ‘productive’ in the sense that thegmamme will result in
some kind of valuable ‘consumable’ product or sarvhat is attractive for
the consumer.

Though these aspects have been regarded as obwieysare not real practice
in actual life. To make a progress form this paihview, too, emphasis has to be
changed, especially as far as active programmesoacerned:
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— The social and economic output and the requiredltsesf the programmes
have to be emphasized to a greater degree.

— Risks of the expected output have to be shared proportionally between
the organization granting the money and the ergrequr using the money.
The supported organization has to take a biggkr aisesponsibility for the
failure of the expected output to a bigger extant] the decrease in the risks
should influence more the design, target and rat@diz of the programme
(e.g. in the case of investment support and wabsidyj).

— The employer who has not even got potential chan€egving jobs to his
employees after the programme is over, not evéinetest ones, must not be
supported at all. With the present financing systéthocal governments, this
affects the programmes of public utility, publicrpase and community
work, too.

— Taking the characteristics of the labour market rdnsideration, ‘part-time’
possibilities have to be supported, too — part-iotes, self-employing small
enterprises (or ones employing family membershiaty forms of work, etc.
All the countries with successful employment polfigve mostly been able
to make their labour markets more dynamic by suppppart-time jobs.

— While designing these programmes, it is necessargéct to spontaneous la-
bour market developments more efficiently, like.dhge spreading agency
systems, delivery services, ‘labour force lendiegterprises.

— Considering the fact that the overwhelming majodfythose seeking jobs
have a low working capacity, for whom low-wage,weften part-time em-
ployment is the only alternative, it is necessargdmpensate the unfavour-
able fiscal incentives appearing in overtaxing leages increasingly.

— The introduction of support forms that are spenth@enemployment costs be-
yond wages can considerably contribute to the ingireent of the chances
of employment of the socially most disadvantagesugs, and that of the
situation of villages of the region. (Such costsae.g. from local, family
background (mothers with young children) or frontivdty status (long-term
unemployed people). An important positive featuir¢he latter programmes
is that they can be well-targeted (determiningetggoups), embody a well-
balanced interest, because wages have to be pdia ynployer, their effect
on the national budget is practically zero, (ibidy the costs of paper work
that mean net expenses), as the support gets @#ok budget through social
insurance and tax system.
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5.3 Strengthening local employment initiatives

Besides support principles, some further measumesecessary for local employ-
ment programmes to spread and to increase thairesity:

1)

2)

3)

4)

The primary obstacle to strengthen motivationligagreement and lack of
knowledge. The ‘micro-regional employment roundeaban contribute to
solve both tasks. The ‘round table’ which has comius talks, offers the
opportunity for the co-operation of the represéwngat of the labour agency
of the micro-region, local governments, micro-regib associations, eco-
nomic chambers, training institutions, regionalilcdrganizations, people’s
colleges. Their task is to analyze the employméntaton, specifying
problems, surveying potential methods of solutielaporating suggestions
in accordance with these methods, organizing thisidn of labour between
the represented organizations. Efficient commuitoabetween the parties
involved, choice of the suitable means based osamwsus, programmes to
handle crises which are elaborated on the basabwbus regional devel-
opment concept&(ler, 1996) may lead to a solution.

The motivation can be strengthened partly byisirg the interest of local
governments in seeking methods of lasting employnisn introducing

forms of support that are granted for a longerquedf time, until the enter-
prise becomes strong enough in entrepreneuriak ard partly by intro-
ducing a bonus for finding a job agakder, 1996).

Each local project is a unique one, is basetboal characteristics, so it is
not possible to use the same method everywhereetdmwideas and model
programmes that have been successful in other plaee good means of
recognizing possibilities and of working out detaiFor this purpose the
model projects have to be made well-known. The thatak of local em-

ployment projects supported by the EU is accessB®jetranslating them

into Hungarian, making a collection of Hungariand®bprojects and mak-
ing it accessible for local developers may maleadier to take over innova-
tions and to gear them to local characteristics.

On the basis of former experience and in ordeintrease market ability,
special attention has to be paid to:

a) product development — good-quality, unique potglbased on local
characteristics are needed,

b) the technology — preference has to be giverrdogsses that correspond
to quality regulations but need a high number afpbe involved in it,

¢) good-quality work — the quality of the labourde has to be improved
continuously by applying individual treatment,



5

~

6)

7

~

8)

d) the management — to prepare local experts ourensccessibility of
external expertise,
e) working capital — without which even the bediative will fail..

A good method to achieve market ability may e gupport system of incu-
bator houses in villages, which makes it possiblertsure locally: buildings
and technologies corresponding to regulations; neldyical, training and

marketing expertise used in favour of the activity.

The latter can only be operated with a networls@feral smaller village

incubator houses that are connected to an inculbetose of some small
town. Local people give their labour force and theique nature’ of the

product, but they are in control of both local @s@s and the profits com-
ing from the activity. Therefore this solution sesvthe interests of local de-
velopment much more than the appearance of theiggerof external entre-
preneurs.

The most important of all innovative solutiossttie propagation of the em-
ployment organizational techniques including theveu of local service

demands, the many-sided utilization of labour foacel various activities

done for several employers.

When settling the legal and financial status@fmunity enterprises that
play a key-role in local employment projects, ttaiaracteristics have to be
taken into consideration. Lower wage-like experafemmployees and easier
ways of claiming a refund of the general turnowermay increase their role
in employment.

The national and regional methodological baddeaal development have
to be strengthened by supporting existing initedivThese bases can help
local initiatives by training, information, profésaal counselling or even by
lending experts for a certain period of time.
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6 Summary — the main statements of the research

6.1 General and regional characteristics of long-ten unemployment

1) Long-term unemployment is not only a versiorunémployment lasting for a
longer period of time, but it is a qualitativelyffdrent category. It implies an
especially strong social danger, because its negaffects form a strengthen-
ing spiral running downwards.

2) Owing to the characteristics of the Hungariagisteation systems, the real
trends of the changes in long-term unemploymennatesufficiently reflected
by statistical figures. According to the statistiegarding registered unem-
ployed people there is a decrease in long-term pltogyment, but due to the
fact that there is an increasing number of peogile have become inactive, or
given up co-operation with the labour organizatiom therefore have become
unregistered, statistics are not really authentic.

3) We assume that in all probability unemploymemngriowing, which can be veri-
fied by the following facts:

— there is an increase in the number of the unemgloyko are seeking
employment mainly because their inactive or depensiatus has ceased,

— there is a decrease in the proportion of thosé dimtering the provision sys-
tem among the registered unemployed people whodreareer starters.

4) Among those long-termally unemployed the ratevofnen is still compara-
tively low but growing dramatically. A higher raté those having a low degree
of education and that of elderly people is typical.

5) The danger of long-term unemployment is higimerural areas. It is in close
connection with some other factors of regional dtgwaent, like the degree of
urbanization, the degree of development of thearmgrtsector, the distance of
the centre of the region from Budapest and the riusborder and the propor-
tion of gypsy population.

6) In the most critical regions more than half bfregistered unemployed people
have not found jobs for at least six months. Thetiang-termally unemployed
people live in the North-Hungarian region, whichihie most inflicted by unem-
ployment. Besides the capital city, &yMoson-Sopron, Vas and Zala counties
in Transdanubia and Béacs-Kiskun, Csongrad and Béaésties on the Great
Hungarian Plain have the most favourable situation.



6.2 Foreign methods and experience in alleviatinghg-term
unemployment

1) To handle employment problems, local employmmogrammes focusing on
job creation outside the main stream of the laboarket have spread consid-
erably. A specified objective of these programnset® ireach the groups pushed
into the periphery of the society and threatenetbbing all hope ever to return
to the world of work. To enable them to return tmisty first of all their
chances of employment, their situation has to l@mgéd. The basic character-
istic feature of such programmes is advancing fileenbottom upwards. On one
hand they ensure jobs for socially disadvantaggooisps of the labour market,
especially for those long-termally unemployed. ®a other hand, the jobs cre-
ated are socially useful, e.g. because they proldodeexpense services for
those living in bad financial conditions and fopdadents. Furthermore they
help the development of new markets, often on lsadl, in small quantities.

2) There are three characteristic models in thegan countries:

— The English model focusing on the development aketorces

— The German model based on public funds and ondgbenslary labour mar-
ket, which is basically becoming an independentosec

— The French model, which, in the frame of ‘sociabremmy’ organizes ser-
vices provided for households and individuals maaket

In the field of enterprise development emphdsis been placed on the

revitalization programmes based on regional charstics. From this aspect an

important part is played by:

— operating the local labour market management

— strengthening the local labour market management

— strengthening the local capital market

— developing the conditions for innovative technotadjisurroundings (techno-
logical parks, innovation centres, incubator housesk from home)

— developing co-operatives

— organizing self-assistance organizations, commuenitgrprises

~

3

~

6.3 Experience in alleviating long-term unemploymeinin Hungary

1) Most of those long-termally unemployed are dbcigery disadvantageous
people, which in itself is an obstacle for themb able to improve their life
conditions on their own. Since finding a new jobb@coming an agricultural
small-scale producer or entrepreneur or the stiegegf employment after re-
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2)

3

~

4

~

5

~—~

6)

training are not real alternatives for them, twgitpl layers have become

dominant:

— a layer in the periphery of society that is repidg its own disadvanta-
geous situation,

— a group of people which is satisfied with just addo-mouth existence, liv-
ing on casual jobs or household farming and whecettate jobs only suffi-
cient enough to make them entitled to benefits.

Of all government means of handling the probtery the operation and effects
of the Labour Market Fund, the National EmploymEand (OFA) and the So-
cial Land Programme have been analysed. The iomrifiy of the effect of the

programmes refers to compound reasons and drawsittletion to certain

problems of approach.

The mere fact that the problem of long-term upleyment has been referred to
the competence of the labour organization has dsetkefficiency. To increase
efficiency considerably, far-reaching governmentamges, mature and more
successful regional development policy, expanso@at co-operation and co-
operation between the ministries, and contributmthe development of back-
ward regions, more intensive and efficient asstgato socially disadvanta-
geous layers are needed.

Civil organizations and those based on commesitian often provide special
services which can satisfy the typical needs ofiterm unemployment more
efficiently.

Assistance systems themselves involve mistakkgh can be defined by the
concepts ‘unemployment trap’ and ‘poverty trap’. @me hand the different
benefits and forms of social provision are reldsiieigh compared with pay-
ments (in spite of the considerable rise of minimuages in the past two
years), so they do not stimulate beneficiariesytdd find employment. On the
other hand it may also happen that after coverirggetxpenses in connection
with employment, less income will remain than theoant of the social benefit.
However it is less in both cases than the minimum $iecessary to make a
living.

The biggest problem, however, is that most eséhprogrammes do not fit into
the market environment organically. Sometimes tliei@ mentality or attitude
domineering, which with a kind of anti-market apgeb, regarded (regards) the
substitution or sometimes simulation of labour netskto be the basic task of
the labour organization. Although by today, espbciwith the presumably
lasting boom in view, the primary public task hattme to support the more
equal opportunity and just accessibility to marlaig labour markets. All this
cannot reduce public responsibility for those laggbehind and cannot mean
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9)

giving up those sinking into poverty (and their fégnilies). At the same time
we must take into consideration that it is a magosis and realistic aim to
achieve to support them by improving their chariogsarticipate in the market.

Owing to the restricted financial and human vese base of local development,
the employment initiatives of villages and micrgimns are basically deter-
mined by the trends of the government support raeat in the previous issue
and by the regulations of accessibility. Innovaliveal and micro-regional ini-
tiatives have been started in connection with fifsall NEF (OFA), the social
land programme and various PHARE programmes.

Still in their infancy, and not yet known undbis name, community enter-
prises have appeared. A part of them originatekénsocial land programme,
another one, due to the complete lack of localrprises, is organized as a re-
sult of the economic activity local governmentsiwil organizations are forced

to do. The compulsion of economic activity origegfrom the necessity of the
utilization of local resources and from the depresemployment problems.

Where there are attempts to apply local emplayrpeogrammes, they usually
cease to work, are not maintainable after the teation of the support. The
reasons can be traced back to the market inviphufitthe targeted activities.
They prove to be inviable because they cannottfiedmarket gap, where they
could place their special, unique, good qualitydoicis or services. It is partly
caused by the lack of uniqueness of the productgyality problems or insuffi-
cient marketing expertise, but most often by the laf the necessary working
capital. The support programmes do not deal wiglselthings either, especially
not with ensuring expertise and working capitakafthe investment period.
They do not consider the fact that selling smatlatdocal products requires
special expertise, but especially in these regibese are not enough people
having this kind of expertise, or people who wistapply their expertise in the
non-profit, community sector.

10) Utilization of local resources and maintenan€ghe projects going on are

hindered by the fact that in the target regiongtirally everything is missing
that would be necessary for launching an enterpfiisere is no capital, but
there is no technological and marketing expertigepremises or technology
suitable for the purpose, either. Inviting exteremalerprises that could remedy
this situation could be a solution, but it wouldsdtve the danger of losing
control over local resources thus making local peaefenceless. The other
possibility could be to ensure the missing factarsincubator houses’ and
following the launched business activity from a fpesional aspect for a
while. The implementation of this idea is madeth# more difficult by the
fact that in the Hungarian support practice of ecoy village level incubator
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houses are not accepted and the professional serwénnot be provided eco-
nomically within a village, it needs at least a roicegional network.

11) Although every inflicted micro-region has gdieir governmental, local

governmental or even economic and civil participawho are interested in
improving the rate of employment and within it allting long-term unem-
ployment they can hardly ever co-operate. The ‘mafegional round table’
started in Zala county or any other initiativeghed kind have not appeared yet
in the examined region. The multilateral dialogudjch was a result of the
‘Rapid Response’ programme, broke off after thegmmme was over.

6.4 Proposals for developing strategies to alleviaiong-term

1

2

~

3

~

4

~

unemployment

Objectives and priorities of employment poli@vk to be reconsidered. A start-
ing point is the fact that GDP per capita as ancatdr of the economic devel-
opment of the country depends on the productivityabour force utilization
and the rate of employment. Increasing the formighout the latter does not
lead to the improvement of the indicator. The otijes of employment policy
should therefore be: 1. Increasing the productieftjabour force utilization, 2.
Employing the most possible people. These objegtivgo include the priorities
accepted and applied in the countries of the E@nopnion (these priorities are
also known and have been declared in Hungary,Hayt have hardly been im-
plemented or just with a low degree of efficiensygh as improvement of em-
ployability and a diverse and successful developgroémrentrepreneurial skills,
adaptability and equality of opportunity.

One of the most important sources of the impmeet and reserves of employ-
ment rate may be crowds of people having a lowdaloarket value, which in-
creases the demand for the increase in the dedredugation and for low-
wage, often part-time and other atypical jobs.

Due to the long-run importance of knowledge-dameccessful sectors of econ-
omy strengthening economic sectors that contritwthe development of the

suitable economic climate and environment and ntiadse capable of receiving

such successful branches, too, may play an impopiamn in the improvement

of productivity from the point of view of both sleand long-term objectives.

Encouraging unemployed people to enter the laboarket again has to be
aimed at in such background branches.

As a consequence of all these ideas, supponohlas granted to interventions
which serve both objectives at the same time, amidlwfocus on achieving one



objective without decreasing the chances to achikgeother objective. They
can be as follows:

— making labour markets more dynamic,

— upgrading labour force,

— extension of employment.

5) The EU-conform principles of employment policgshto be implemented in
practice, too. The most important of them is cotingche created jobs to mar-
ketable, maintainable activities.

6) Among local employment initiatives the one aigit ensuring the conditions
of marketability has to be emphasized. Therefoee dbality of the product,
technology, working capital and suitable managesidlls should play an im-
portant part.

7) A good means to provide external help to matkbty is to support incubator
houses of rural areas, when the usual incubatitivitgds done by a well-quali-
fied management on premises in several villages.

8) When settling the legal and financial statuscofmunity enterprises which
play a key-role in local employment projects, theliaracteristics have to be
taken into consideration. Lower wage-like expenseemployees and easier
ways of claiming a refund of the general turnower may increase their role in
employment.

9) The ‘micro-regional round table’ may contribute efficient communications
between the parties involved in solving local egpient problems, the choice
of the means based on concensus, the well-qualffiegect management and
the development of crisis-handling programmes ektied on the basis of obvi-
ous conceptions of regional development.

10) The national and regional methodological lodaivelopment has to be
strengthened by supporting existing initiativese3d bases can help local ini-
tiatives by training, information, professional oselling or even by lending
experts for a certain period of time.
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