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Author’s preface

This study has been commissioned by the European Training Foundation. Its aim is to analyse
developments in the Hungarian vocational education system over the past ten years, describe
achievements and outline future possibilities and potential.

The study is intended to inform international and domestic fora and professionals on the
relationship between vocational education and training and the labour market, the progress
achieved and the challenges facing vocational education and training in Hungary.

The European Training Foundation has also commissioned similar comprehensive studies in the -
other partner countries. All of these follow the structure drawn up by the Foundation. The use of a
uniform structure for the study has enabled international comparability and the identification of
common problems and results. It is proposed, therefore, that those who would like to have a more
comprehensive view of the vocational education and training and labour policies and structures in
Central and Eastern European countries should review all of these studies.

Each of the studies, including the Hungarian study, has been prepared by the relevant National
Observatory. In Hungary, the National Observatory operates within the National Institute of
Vocational Education, which is by far the most important institution dealing with vocational
education and training. Further information pertaining to the material presented in this study may
be obtained from the Hungarian National Observatory, the e-mail address of which is
obscrvat@nive.hu. -

This study was prepared in the autumn of 1999 and during the first weeks of 2000. During this
period, Hungary got over most of the “acquis screening” phase of the accession negotiations with
the European Union. The education and vocational education and training chapter has been closed,
on an interim basis, for a year and a half and the education system has been classified as suitable for
a future Member State.

The National Development Plan was prepared while the study was being carried out. However, the
official drafts of that Plan had not been finalised, so their contents could not be incorporated into the
study. Nevertheless, numerous elements that will probably be included in the National
Development Plan have been integrated into the various chapters.

During the period covered by the study, there were four particularly lmportant developments in the
area of education and training:

m the modernisation of the qualification structure;

w the introduction of a comprehensive quality assurance system in the education and training
sector;

® the increased integration of disadvantaged groups; and

a the development of the theme of the transparency of vocational qualifications to support the free
movement of labour.

Each of the four themes has been described and e¢laborated in detail in the relevant chapters.
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The year 2000 is the last year of the period of economic and political reforms. Privatisation has been
practically completed and state ownership has shrunk to the percentage considered acceptable in
Western European countries. The rate of unemployment has declined to below the European Union
average. The economy has been integrated into the western system to a very considerable extent, as
was indicated by the modest effect of the Russian crisis on the growth of the economy of Hungary,
which was about twice as high as the European Union average. Inflation used to be one of the most
severe problems but by 1999 it had declined to 10%, while the rate forecast for 2000 is between 7%
and 8%.

The 1999 Country Report on Hungary, prepared by the European Union, stated that most of the
accession criteria had been met. Nevertheless, the report drew attention to shortfalls in the areas of

" environmental protection and the social integration of the Romany minority. The latter has serious
implications for education and training as well as for other sectors. Therefore, the study deals with
this area in a little more detail and also provides some historical perspective. A Phare programme is
expected to be launched to improve the level of schooling among the Romany population, which
numbers about 500,000 and is about 5% of the population of Hungary.

Hungary Is celebrating the 1000 anniversary of the establishment of the Hungarian state, at a time
when one of its traditional public administration units ~ the county system - is undergoing
significant transformation. The primary reason for this change is accession to the European Union.
In terms of inhabitants, the sizes of the counties in Hungary fall below the 1.5-2 million required for
a European Union NUTS 2 region. The process commenced in 1995 with the creation of the

. legislative background. After much debate, what is emerging is a system which would have new
territorial units, based on ‘statistical regions’ and comprising about three counties each, interposed
between the county and national levels of government. This process of decentralisation will,
undoubtedly, be one of the most important tasks that Hungary will have to deal with in the next few
years.

It is in this context that the need for technical expertise and expert advice to support human resource
development at a regional level emerges. This will be a priority area of future activity for the
Hungarian National Observatory. '

In mary respects, 1 January 2000 is an important turning point. On the one hand, a seven-year
programme, Phare 2000, will be launched. At the same time, two other preaccession programmes,
1SPA and SAPARD, will get underway and will have European Union support. The Leonardo da
Vinci programme, which has given the most support to vocational education and training to date,
will also commence its second phase in the year 2000.

The elements outlined above all go to show that, while the accession process has progressed
significantly, Hungary will have a lot of opportunities and room for further development and a
significant level of resources to take advantage of them.

The area of vocational education and training has been developing quite successfully over recent
years and there are no major problems or obstacles. However, the level of teachers’ earnings is a
major problem in the education system at thc moment. The problem is especially serious for
vocational teachers, as is evidenced by the large numbers of teachers leaving the profession. This
trend may eventually lead to a substantial decline in the standards of education. The problem of low
pay is not confined to teachers, but is characteristic of the whole of the civil service sector. The
solution to it, therefore, is not within the compctence of the Ministry of Education. However, since
the problem cannot be regarded as a technical/ professional issue, this study does not go beyond
establishing the facts on the matter.
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Executive summary

The transition to a tnodern market economy was successfully accomplished during the past decade.
The restructuring of the vocational education system was an intrinsic part of this process. The
dramatic decrease in in-company training in the early 1990s Hungary resulted in a further
strengthening of the theoretical character of vocational education. With few exceptions, central and
local training programmes leading to vocational qualifications recognised by the state and the
practical component of professional examinations have a theoretical orientation. The establishment
of a balance between the thecretical and practical components of vocational education, in accordance with the
needs of the labour market is a priority task for the coming years.

One of the positive side effects of the socio-economic transition was the emergence of the complex
idea of human resources development. The transition process was successful within the school-based
education system. However, in the field of adult education outside the school-based education
system, vocational education and training in Hungary is faced with significant challenges. The
Hungarian economy requires a highly qualified and flexible labour force, able to develop new skills
and competencies in line with changing needs. To achieve this however, a continuing vocational
training system, which enst zes continuing education and training opportunities through the support
of short-course programmes tailored to individual needs which build on existing knowledge, must
be created. The other important area in human resources development is the increased integration of
disadvantaged groups into vocational education and training. The Hungarian vocational education
and training system may have concentrated on sc.ae groups to the relative neglect of others. The
future development of the system should concentrate on the gevelopment of education forms
facilitating the labour market integration of the "lusers’ in the transition process, that is, people in their
50s and other people disadvantaged in the labour varket. It should also’ensure equal opportunities in
access to education and training for people living in remote rural areas. The development of open and
distance lcarning is one very effective way of achieving this.

In Hungary, there is a legal and institutional background providing for the active involvement of the
social partners in the development of vocational education and training. However, taking the
development of the qualification structure as an example, it must be said that most of the nearly 1,000
vocational qualifications recognisud by the state have been included in the National Register of
Vocational Qualifications, not on the proposal of the social partners, but on that of the relevant
ministry. This undesirable situation could be changed by improved discussion between vocational
education policy-makers and the social partners and by establishing more effective information systems.
Taking the initiative is, of course, a governmental responsibility, but there is a need for more
seminars of an informative nature and for more research projects. There is an additional need to

" nominate experts or a group of experts in the field whv would be responsible for keeping in touch
with companies, professional organisations and schools in the relevant area. Initiatives like these
c~uld facilitate and support the modernisation work of the National Register of Vocational
Qualifications.

The restructuring of the register of qualifications recognised by the state, the National Register of
Vocational Qualifications, is currently in process. It seems reasonable to suppose that the kinds of
initiatives mentioned above will contribute to the development of the register in the different
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occupational areas. The process, however, cannot be completed without the development of the
institutional system.

In the context of Hungary’s accession to the European Union, the international transparency of
qualifications becomes an area of considerable importance. Since this cannot be achieved from one
moment to the next, preparations must begin immediately, starting with the development of
appropriate information systems, which must be established within the institutional structures and
caver both certificates and the content of training prograimmes, As far as student mobility is concerned, the
implementation of the legal requirements of the “European Pathway” is a must.

The completion of all these tasks would contribute, not only to Hungary's accession to the European
Union but, also, to harmonious social and economic progress within the country.
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1. Political and socio-economic
background

1.1 Economic development

1.1.1 General trends
(see the detailed tables in Annex 1)

Hungary experimented with market-type reforms much earlier than other socialist countries. The
“new economic mechanism”, introduced during the late 1960s and speeded up during the 1980s, led
to substantial progress in establishing a basic legal and institutional framework for a market
economy. Following the installation of a democratically elected government in 1990, the reform
process accelerated. The rapid expansion of private enterprises and the creation of joint ventures
pushed up the private sector share of gross domestic product to over 70%. It now employs more
than half of the labour force.

Despite these positive trends, Hungary fell into a deep recession in the first years of the transition
process and gross domestic product contracted by 17% between 1990 and 1993. Following the
“transitional recession”, growth and performance remained poor because the recovery was initiated
in conditions of severe external imbalances and the initial stabilisation programme was aborted. The
current deficit amounted to almost 10% of gross domestic product in 1993 and 19%4 and that was
primarily due to fiscal imbalances of the same order of magnitude. This level of deficit was
particularly worrying because it occurred against the backdrop of an already high level of external
debt.

In March 1995, the government began to address these imbalances with a rtrong emergency
stabilisation programme combined with accelerated structural reforms. The economic package was
aimed at putting the economy on a sustainable path of low-inflationary growth. Wage policy in the
public sector was tlghtened and budgetary measures were taken to reverse the deterioration of the
fiscal balance.

The stabilisation package was successfully implemented. The budgetary deficit fell from 8.4% of
gross domestic product in 1994 to about 3.5% in 1996. This adjustment was brought about by an
impressive reduction in public expenditure, from 61% of gross domestic product in 1994 to 50% in
1996, In 1997, the general interest payments on accumulated foreign exchange losses of the National
Bank of Hungary were consolidated. This measure increased the deficit to 4.8% of gross domestic
product.

The restraint on wages was cqually significant, as is evidenced by the decline in real net wages by
12% in 1995 and 5% in 1996. This decline in wages, which was coupled with an increase in
productivity, resulted in sharp gains in external compctitiveness.

The macroeconomic situation improved significantly as a result of the adjustment programme.
Growth in gross domestic product remained slow in 1995 and 1996, because of a contraction in
aggregate demand following fiscal tightening, but reached 4.4% in 1997 and even faster rates werce
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expected for 1998 and 1999. Hungary had a population of 10.2 million with a GNP of USD 4430 ger
person in 1997. The inflation rate declined from 28% in 1995 to 18% in 1997 and 15% in 1998. The
registered unemployment rate has fallén below 10% of the labour force. .

The external balance situation also improved significantly. The deficit in the current balance of
payments was reduced from 9.4% of gross domestic product in 1994 to 2.2% in 1997. Moreover, the
strengthening of the current balance of payments was accompanied by a significant inflow of
foreign direct investment, most of which was due to the privatisation of major state assets. Net
foreign direct investment reached the extraordinary level of 10% of gross domestic product in 1995
(USD 4.4 billion) and 4.0 and 3.4% of gross domestic product in 1996 and 1997 respectively. The
reduction of the current balance of payment deficit to levels below net foreign direct investment for
three consecutive years resulted in a significant decline in net external debt ratios - from 46% of
gross domestic product in 1994 to 25% in 1997.

Since 1995, Hungary has made substantial progress in its economic transformation by accelerating
its privatisation efforts, restructuring enterprises and implementing reforms in the financial sector
and in the public finances. The privatisation programme for enterprises was virtually completed by
the end of 1997. The major commercial banks were successfully privatised and their management
was improved. There were significant improvements in the legal and regulatory framework of the
financial sector and the government’s public finance management also improved.

The government has expressed its intentions to continue the fiscal consolidation process and the
implementation of structural reforms in the public sector.!

Chart1.1  Gross domestic product and the inflation rate 19¢1-1999

2T 25 |—m— GDPinECU
" 20 | —e— Inflation rate

1993 1994 1995 1996 1997 1998 1999

1991 1992

Following a decline in the first quarter of 1999, economic growth recovered and has increased in
every quarter since then. This process was actompanied by a stabilisation of the external balance
and by declining unemployment. '

Despite the recovery, the rate of economic growth was not as high as in 1998. Gross dom .ic
product was 3.9% higher in the first three quarters of 1999 than in the corresponding period of the
preceding year. The current growth rate of the Hungarian economy is rapid by international
standards, priccs and exchange rates are reasonably stable and the perception of Hungary in the
eyes of the investors is considered good.

1 World Bank Country Report 1998
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The rate of inflation declined even faster than planned over an approximate six-month period
~ around the turn of 1998/1999. This trend, however, slowed down in the second quarter of 1999 and
then turned around. The average annual price change, however, is still closer to the lower limit of
the expected 10-11% annual inflation rate.

The different sectors of the national economy developed at varying rates duric,, the first nine
months of the year. The industry sector made a major contribution to sustaining er.onomic growthat
a relatively high level despite deteriorating external trade conditions and, indeed, contributed to the
upswing in those conditions towards the end of the year. The added value of construction increased
faster than the average for all sectors, while the net output of agriculture continued to diminish.
Growth in the service sector was slower than the overall rate of growth in the national economy.
Within the service sector there still is a clear difference, in terms of growth rates, between services
directly assoclated with production and ‘non-commercial’ services. While the added value in the
first group (e.g. commerce, transport, and communication) generally grew vigorously, in the second
group (e.g. education and health), it fell short of the average.

The final state of the economy is expected to end up close to the lower limits of the range of growth
that was forecast originally. The interim processes have made it abundantly clear that the growth
rate, the balance of payments and the development of prices depend, to a great extent, on the
international environment and on the efficiency with which Hungary adapts to that environment.

Even if trends in external trade become more favourable, significantly higher economic growth in
Hungary can be realistically expected only if the following conditions are fulfilled.

® It is essential that macroeconomic policy instruments be used to maintain a favourable balance of
payments and to continue the trend towards price stability. This would require allowing
businesses sufficient flexibility to cope with fluctuations in international growth. At the same
time, there should be decreased régulation and stricter control of public expenditure. Wherever it
can have a material influence, government policy on wages and prices should be consistently and
modestly determined in line with economic circumstances. These are the fundamental bases on
which it is possible and necessary to create and implement an active and prudent monetary
policy. i '

m It is also necessary that competitive medium-sized Hungarian enterprises prosper alongside the
strongest companies with strong equity positions in the driving sectors of the economy. To
achieve this, however, the structural problems of the economy, which are still significant, must be
resolved within the limits set by the requirements of balanced growth and should become really
strategic issues of economic policy.

The prospects of sustained growth in Hungary are much better today than at any time since the
country’s transition to a market economy began.

1.1.2 Privatisation

The economic policy of the first post-communist government in 1990 pursued three main goals
simultaneously: privatisation, further liberalisation and stabilisation. Privatisation was intended to
be relatively quick and based on the sale of state-owned companies on market terms. There were
three phases in the privatisation process:

m 1991-1992, the sale of state-owned enterprises to foreign strategic investors;
m 1992-1994, the sale of state-owned enterprises to domestic investors; and

® 1994-the present, the sale of public utility and telecommunication companies to foreign firms.
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In the first phase, enterprises which were, for the most part prosperous, were sold to foreign
investors, often to multinationals which wanted to establish themselves in the Hungarian market or
to find strategic positions to enter the Eastern European market. The foreign buyers were often
attracted by the low labour costs. In the second phase, smaller state-owned companies were sold to
Hungarian investors. The government also supported workers’ share ownership with preferential
loans. In the third phase, the public utility companies, which were often state monopolies, were sold
to big foreign firms.

At the beginning of 1990, there were 1,860 state-owned enterprises. In August 1998, there were 228
companies with state ownership. The book value of the property portfolio of the State Property
Holding Company was HUF 601 billion (approximately USD 2.74 billion). Almost the half of this
(HUF 277.5), is still to be sold. -

1.2 Regional development | :

In Hungary, there are nineteen counties plus the capital, Budapest. For the purposes of this study, it
is better to talk about regions rather than counties, organising adjoining counties into the following
seven regions: .

RL: Central Hungary: Budapest and Pest county.

R2: Central Transdanubia: Fejér, Komirom-Esztergom and Veszprém counties.
R3: Wéstem Transdanubia: Gydr-Sopron-Moson, Vas and Zala counties.

R4: Southern Transdanubia: Baranya, Smogy and Tolna counties.

RS: Northern Hungary: Borsod-Abatj-Zemplén, Heves and Négrad counties.

R6: Northern Great Plain: (central part of Eastern Hungary): Hajd G-Bihar, Szabolcs-Szatmar-Bereg
and Jasz-Nagykun-Szolnok counties. .

R7: Southern Great Plain: (southern part of Eastern Hungary): Bécs-Kiskun, Békeés and
Csongrad counties.

Chart 1.2 Sectoral employment shares by region 1998
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Within the framework of accession to the European Union, it is obvious that particular action
programmes could be carried out only through harmonised regional policy. Human resource
development plays an increasingly significant role in regional development policy. Several projects
have been implemented in this field. The populationofa “ European Union NUTS 2 region” is1.5 -2
million people. There are different types of regions:

® aplanning-statistical region is made up of several adjoining counties, and is a continuous planning
and statistical regional unit;

® a development region is made up of one county or several counties, or the admlmstratwe areas they
cover, which form a regional unit from a social, economic or environmental point of view;

m a special region is made up of one county or several counties, or the administrative areas they
cover, which form a regional unit from a social, economic or environmental point of view and
whose development is considered significant from the national viewpoint or to advance other
objectives determince: by law (e.g., the capital agglomeration, a special tourist area, a nature
reserve, or a cross-border or other unique area).

The 1996/ XXI Act takes into consideration European Union regional policy and general European
Union principles.

The European dimensions of the Act are:

m promotion of the incorporation of Hungary into European Union regional policy in the
framework of international co-operation;

m utilisation of the mutual advantages of regional co-operation;

m promotion of the harmonised development of cross-border regions, with special regard to the
disadvantaged cross-border regions; and

m the provision of assistance for regional development activities that further European integration
and innovation.

The Act establishes the following executive institutions.
¥ The National Regional Development Council

The Council participates in the implementation of regional development and rural
development-related government activities and makes decision on issues arising from Act.

» Local Government Regional Development Associations

According to the Act, the Boards of Representatives of local government authorities are entitled to
establish a legally-based regional development association in order to harmonise the
development of the different parts of the region, to create common regional development
programmes and to provide common funding for the support of development projects.

$-The County Regional Development Council

The Council is charged with harmonising the development policies of the government with those -
of local governments, their regional development associations and the economic organisations
operating in the county.

»>The Regional Development Council

The County Regional Development Councils are entitled to establish regional development
councils in order to implement cert~in cross-county regional development activities.

U
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The Act establishes two Regional Development Councils: the Budapest Agglomeration
Development Council; and the Balaton Development Council.

These will take part in the formulation of regional development pulicy, in the preparation of
regional plans and other common regional development activities.

In the future, these councils shall be expected to be responsible for the human resource and
political elements of regional development activities.

The retraining of employees in institutions which are active in rural development was given
particular attention in 1999. The new government's programme focused on rural development and
it was in this context that the Government established the Ministry of Agriculture and Rural
Development.

Other regional development plans are designed to ensure that Hungary achieves the desired level of
decentralisation by the turn of the millennium. Among the most essential elements in these plans is
the relocation of R&D activity to areas other than Budapest. Within the framework of this
programme, innovation centres should be set up across the whole country. These centres should
possess appropriate production and intellectual skills and be inter-linked so that they are able to
promote economic growth, restructuring and the renewal of rural areas and towns. They should also
promote social development in a number of areas and could adopt a conscious development policy.

To prepare for accession to the European Union, the Government has set up an Integration Strategy
Committee with the aim of analysing the present situation and addressing the tasks ahead.

The Secretary of State for Integration has set up over forty European Integration Interdepartmental

.Committees. Their tasks are to scrutinise legislation and prepare for legal harmonisation and for the

incorporation and adoption of the “ acquis communitaire”.

Vocational education and training features highly in the work of several working committees - free
movement of labour, youth training, sport and mutual recognition of qualifications.

1.3 Demography

(see the detailed tables in Annex 2)

In line with the general European trend, the tota! population of Hungary is gradually declining,
Although the current population is 10.044 million, forecasts are that, within the space of 2-3 years, it
will fall to below 10 million. Since 1997, there has been a continuous annual fall of 0.4% in the total
population. In the case of men, the rate of decrease was 0.5% in 1999 compared to the preceding year
while, in the case of women, it was 0.4%. Data over the last 10 years show that, within the total
population, the number of men has reduced by 3%, while that of women has increased by 3% so that,
in 1999, men represented 47.7%, and women 52.3%, of the population.
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Chart 1.3  Number of the population (10 Million=0)

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

Looking at the distribution of the population by age group, we found that the number of people in
the 0-14 age group fell by 385,900 over the period 1990 to 1999, while that of the 15-29 age group
increased by 226,000. While a clear decline can be observed in the number of births over the past 20
years, the mortality rate remained almost unchanged. This is indicative of the overall ageing of the
total population. -

In 1999, the-population of Budapest was 1,94 million or 18.2% of the total population. A comparison
with 1990 data shows that the proportion of the population living in the capital city fell by 1.2% over
the last decade.

There has been no significant change in the proportion of the population living in cities in the last 10
years, although there has been a slight increase in the rural population. In 1999, the share of those
living in cities was 45.3% (and had been in and around that level for the previous decade) while the
share of the rural population was 36.5%, which represents a 1.4% increase compared to 1990.

According to the last census (1990), 98.5% of the population in Hungary is of Hungarian nationality.
The second largest ethnic group is the Romany population with 0.5%, and the German-speaking
group at 0.4% are also a quite significant segment of the population. A smaller number of Serbs,
Croats, Slovenians, Romanians and Slovaks are also present.

The population density was 108.5 persons per km? in 1999. Along with the continuous reduction of
the population, the population density of the country also declined over the past decade.

1.4 Social protection

 (see the detailed tables in Annex 3)

Sacial security policy is linked to the labour market in several ways. The usual complaint of the
employers is that the contribution burden on wages and salaries in Hungary is too high. Obviously,
a decrease in these rates would give an incentive to more job creation. However, there has been a
high deficit in social security expenditure in recent years, so there is not a lot of scope {or decreasing
the revenues collected in the form of social security contributions.

The Heolth Insurance Funds were “re-nationalised” in 1998 and, from 1999 on, social sccurity and
other tax revenues will be collected together to increase the efficiency of the process. The
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government claims that this package of measures will allow thein to decrease soclal security
contribution rates and simultaneously maintain or even increase the level of revenues. Social
insurance contributions cannot finance total expenditure on pensions, sickness benefits and health
care and that is why there is a social security deficit. Eventually, the whole health care system will
have to be reformed.

With regard to the pension system, two extremely important changes were introduced in recent
years. The retirement age, which used to be 55 years of age for women and 60 for men, has been
raised to 62 for both genders. This change increased the labour supply and has had a clear negative
impact on the unemployment rate. On the other hand, increasing life expectancy and financial
considerations were strong arguments in favour of this plan. The State social security system would
not be able to operate if the retircment ages remained as they were. The other important change was
the introduction of a three-pillar pension system which consists of the traditional state-run
pay-as-you-go system, compulsory private pension insurance and voluntary private pension
schemes. This system has been operating quite successfully since 1997. However, it puts an extra
burden on public expenditure, because, as some of the new contributions are going to private
pension funds, the state has to pay pensions to current pensioners from less resources.

As in most European countries, the ageing of the population represents an increasing burden on
public social expenditure. The dependence ratio started to increase before the transition, but this
increase has accelerated dramatically in recent years: by 1995, for every employed person, we had
0.748 pensioners. The main reason, however, was not the ageing of the population, since the ratio of
the old (aged 60 or more) to those of working age (aged between 20 and 59) did not change
significantly, mainly because of low life expectancy. It was the result, rather, of lower rates of
participation in the labour force and the increasing number of carly retirements. While, in 1985, 93%
of pensioners were people of retirement age (men over 60 and women over 55), in 1995, at least 30%
of pensioners were below pension age: they either utilise some carly retirement scheme or retired
because of poor health. The latter was also acommon way out of the labour force for people who had
few prospects on the labour market.

1.4.1 Tax policy

The situation is somewhat similar with regard to tax policy. Personal income tax rates are rather
high in Hungary. This has several negative impacts such as less job creation and a smaller labour
supply (in the legitimate sector). It also provides incentives for tax evasion. However, the budgetary
situation of the country still does not allow for a significant decrease in tax revenues. Therefore, the
objective of the government is to increase the efficiency of the tax-collecting process. For this
purpose, as a first step, in 1999, a tax police was established to investigate tax evasion cases. The
most significant trend in the composition of tax revenues is a shift from corporate taxation towards
personal income and value-added taxcs. At the same time, the share of tax revenues in gross
domestic product was reduced from 33.9% in 1988 to 20.6% in 1997,

From the point of view of the labour market, personal income tax is the most important type of
taxation. Personal income tax was introduced in 1988 and, since then, several changes have been
introduced into the system. One of the most important changes was the reduction of the tax
brackets. However, these did not correspond to the rate of inflation so that average taxation rates
increased from 14.43% to 22.6% in 1996. The other changes were designed to simplify the system and
to eliminate allowances which could be used for tax evasion.

Finally, we have to mention that payroll taxes are very high in Hungary so that there is a large gap
between gross payments by the firm and net recelpts by employees. For instance, In 1996, if an
employee received HUF 100 as earnings from the firm, the employer was obliged to transfer HUF
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47.5 as payroll taxes (social security contribution and unemployment insurance contribution) and
the average employce had to pay HUF 34.1 personal income tax (the average tax rate is 22.6%) and
an individual social security contribution (11.5%). Therefore, the employee received only 44.7%
(HHUF 65.9) of (he total wage cost of the firm (147.5 HUF). This extremely high rate of payroll taxation
clearly gives an incentive to black employment and tax evasion.

In general, the high level of payroll taxation (personal income taxes and social sccurity
contributions) has many discouraging impacts on the Hungarian economy. The most important arc
the lower level of job creation and higher incentives for involvement in the black cconomy. Recently,
a flat-rate health care contribution has also been introduced, which makes the hiring of low-skilled
workers and beginners particularly expensive for employers. However, there is pressure from the
central budget to keep tax and social security revenues at current levels, because the ageing of the
population requires increasing social expenditure,

1.5 The labour market

1.5.1 General trends in employment
(see the detailed lables in Annex 4)

The most crucial problem in the Hungarian labour market is the low labour force participation ratc,
which means that the employed population has to finance a rather large inactive population. This is
possible only with high redistribution, hence high taxation and social security contributions.
However, this increases labour costs and leads to a decrcase in investment, job creation and
economic growth. From the social point of view, citizens outside the labour force receive cither
pensions or some type of social income, both of which indicate that they are located at the lower end
of the income scale. Therefore, low labour force participation also implies a higher incidence of
poverty. A third negative consequence of the low labour force participation is that pcople who are
driven out of the labour market may look for jobs in the black cconomy.

Chart 1.4  Employment and unemployment 1992-1598
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A solution to this problem would require a complex package of:

® providing incentives to job creation by lowering payroll taxation;
® improving the programmes.targating the long-term unemployed;
s channelling black cconomy activities into the legal sphere; and

i regional development policy measures.

The breakdown of employment by gender follows the general trend. Although there are more
women than men within the relcvant age groups, more men than women are employed. In the first
half of the 1990s, the proportion of employed women began to decease gradually. This trend was
reversed in 1998, when the share of women in the labour market reached alevel of 44.8%. In the case
of men, an inverse trend can be observed. In the 1990s, there was a continuous increase up to 1997
and, in 1998, a slight reduction occurred which left the level at 55.2%. Gender imbalance in
participation rates is related to the temporary inactivity of women staying at home for child care
purposes and the lower retirement age of women. Only a small number of the retired women were
willing to pursue furthcer employment.

In terms of age, 70% of the employed belonged to the 25-54 age group. Until 1998, there was a
continuous reduction in the employment rate for all age groups but, from 1998 on, a gradual
increase can be observed. The only exceptions are the 15-24 age group, where the increase was
already evident in 1997, and the 40-59 age group, where therc was no increase in the number of
employed, even in 1998, The fall-off in the participation rates of the age groups over 55 has caused
material shortages in the employment field. The proportion of the employed from age groups who
arc over the employment age is less than 0.5% of the age groups in question.

In terms of the three main sectors in the economy, the proportion of the employed in agriculture has
: declined significantly. In 1992, 11.3% of all the employed worked in agriculture. By 1998, this has
i decreased to 7.5%. There was also a trend towards a decrease in the proportion employed in the
industrial sector throughout the 1990s, with the exception of 1994, From 1998, however, a slight increase
can be observed. This is due, mostly, to the new jobs created in the sector by the continuous inflow of
foreign direct investment. Cutrently, 34.2%of all employed persons work in the industrial sector. There
was a gradual increase in the proportion employed in the service sector from 1992, but this was reversed
in 1998 when the proportion fell, by 0.7%, from the 59% share registered in the preceding year.

Chart 1.5  Employment by sector, 1998
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Although foreign dircct investment still favours, mainly, the Transdanubian region, many firms
have decided to set up in the most disadvantaged regions. In 1998, ten out of 24 large, new

- national investments were launched in regions to the East of the Danube and five of these were
located in tne Northern Hungary region. The rate of employment continued to be the highest in
Central Hungary and in the Central and Western Transdanubian regions where the rate varies from
50.3% to 54.5%. In 1998, the lowest employment rates were registered in Northern Hungary (40.1%)
and the Northern Great Plain (41.6%). :

1.5.2 Demand and supply on the labour market

{tis a well known fact that the difference between the supply and demand of labour depends on the
specific demands of the cconomy and the availability of corresponding skills in the labour market.
Mecting the labour demands of companies requires intensive involvement by the labour offices.
Labour market analysts report that hiring via advertiscments and competitive applications
increased to some extent, but most enterprises use the services of the state labour centres to find new
employees. Most jobs are still found on the basis of personal connections and other information,
such as adverlisements. Some placements ar * made through private labour centres.

The increase in registered demand can be attributed to the stabilisation of the cconomy and the
emergence of new skill requirements. The number of reported vacancies has been increasing for
years but, even so, they offer jobs only to 10-12% of the unemployed. Most of the demand is for
skilled people. Some 86-89% of all demand is for blue-collar workers. Naturally, the demand for
labour tends to vary considerably between counties and regions.

1.5.3 General trends in unemployment

By 1998, the factors that had hitherto caused the increase in unemployment, such as mass
redundancies due to bankruptcies and liquidations, had come to an end and the restructuring of
companics was, largely, completed. The new uncmployed were, typically, workers who were laid
off by firms that were sensitive to cconomic recession. The licks between the world marhet and
Hungary became more visible, in terms both of strategic redundancies by large international firms
and of the Increased use of labour-saving technology. According to the International Labour
Organisation measurement system, the unemployment rate declined continuously, by a total of
124,700 persons, between 1992 and 1998, when the rate of unemployment was 7.5%.

With the exception of the over 60 age group, the unemployment rate of women was lower in every
age group than that of men. From 1994 on, the proportion of women in the unemployed 15-59 age
group gradually decreased, while an increase in the proportion of women in the unemployed 60-74
age group was already evident in 1998. The lower rate of uncmployment among women is closely
related to their lower labour force participation rate and also to the fact that they do not have the
option of part-time work, which would probably encourage them to return to the labour market.

There is an inverse relationship between unemployment rates and age. The youngest, Le., the 15-19,
age group has the highest uncmployment rate. This is due, mainly, to the fact that the nuinber of
people in this age group who are not yet participants in the labour market is extremely high. The
situation is similar {n the 20-24 age group. In this age group the unemployment rate is only about
half that of the 15-19 years old age group but is, nevertheless, well above the average rate. The two
age groups made up 13.3% of the unemployed in 1998.
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Chart 1.6  The unemployment rate by age group, 1992-1998
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In general, demand on the labour market tends to be for the more skilled. Most of the unemployed
are people with low skills; three-quarters have completed a maximum of 8 years of primary school
or vocational school. Unemployment among those who have some vocational schooling, which had
been on the increase, began to decrease in 1997. Since 1993, there has been a clear reduction in
unemployment among young people graduating from a vocational training institute, a vocational
secondary school or a general secondary school. In 1998, the rate of unemployment for this group
was 11.7%. The trends among those graduating from vocational training institutes, vocational |
secondary schools or general secondary schools are quite similar. The rate of unemployment was, of
course, lowest among graduates from higher education institutions. This was 1.9% in 1998. The
general trend towards a decrease in unemployment, which started in 1993, can also be observed for
this segment of the population.

Among the unemployed, the proportion of those who had been employed in the agriculture and
industry sectors decreased, while the number of people laid off in the service sector was increased.
In terms of absolute numbers, unemployment was reduced in all three key sectors of the national
economy: by 31.6% in agriculture, 15.2% in industry and 6.9% in the services sector.

There are marked regional variations in unemployment in the Hungarian labour market. The
highest rates of unemployment are in the northern and north-eastern parts of the country while in

. the capital and in the Northern- and Western-Transdanubian regions, the labour market situation is
considerably better. The level of unemployment has decreased in all regions but the gap between the
unemployment rates of the best and the worst regions has increased.
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Chart 1.7 The unemployment rate by region

B Unemployment rate by region

Most of the long-term or permanently unemployed do not have the skills required by employers. If
employers believe they can get better skilled people via the labour offices, they are prepared to go
through the labour offices process rather than hire those with lesser.skills who may be immediately
available. Since 1998, the time spent on looking for employment has decreased along with the
reduction in unemployment. :

The proportion of people finding jobs within six months of becoming unemployed decreased
continuously from 1992 until 1997. It increased slightly in 1997 and decreased again slightly in 1998.
A similar phenomenon occurred among those finding jobs in the period between 6 and 12 months
after becoming unemployed. The increase in this category started in1997 and co ntinued in 1998. The
unemployment rate of those who have been seeking jobs for over a year increased up to 1997 and
then decreased slightly. Nevertheless, people in this category still make up more than half of those
seeking jobs. '

1.5.4 Youth unemployment

The level of unemployment among young people has not improved despite a continuous reduction
in the birth rate, economic growth and the special programmes introduced over the years. The youth
unemployment rate is double of that of older workers. However, with the fall in the overall rate of
unemployment in Hungary, the rate of unemployment among young people has also decreased
since 1994. Over threc-quarters of the young unemployed are at the start of their careers. The
number of the young unemployed is reduced by the fact that some 10% of them go back into the
education system, 4-5% of the young men join the army and about the same percentage of young
women become mothers.

Graduates from universities or colleges have the best cnance of employment but those graduating
from vocational or general secondary schools also have a good chance. About half of the young
people who have vocational skills, sume 30% of those with 8 grades of primary education and only
about 20% of those with less than 8 grades of primary school find jobs.

1.5.5 Wages

The economic changes of recent years have had a powerful effect on wages and income. The most
significant characteristics of the wage structure in Hungary and of the way it has evolved during the
transition period are: declining real, net wages and rising inequality. '
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The relatively high level of real wages of the previous regime were not sustainable in the transition
period. Net real wages fell steadily between 1989 and 1993, though gross earnings were, in fact,
rather stable before 1994. In 1994, for the first time since the transition, there was an increase in real
wages. However, this was due more to the forthcoming elections than to an improvement in the
economic situation. Moreover, the “election budget” of 1994 led the country to a financial crisis
which was followed by restrictive budgetary and monetary measures. The effect of these measures
can be seen in the sharp decline in wages over 1995 and 1996. Since 1996, real wages have been
increasing again, this time on the basis of steady economic growth. In 1998, real net earnings grew
by 3.6%.

The 1990s were also characterised by increasing wage differentials, based on various factors such as
occupation, sector and branch of the economy, region, gender and education background.

First, there was an increase in the difference between the wages of blue- and white-collar workers.
This increase was greater in the private sector, where these differences were already marked.

Differences in income among the different branches of the economy also increased in the past year.

Typically, income grew most in the best-paying branches such as financial services, real estate and
the chemical industry.

Recently, the government has adopted a rather restrictive policy on wage increases in the public
sector and the wage gap between the private and public sectors has increased significantly,
especially in those professions requiring higher skills. Similar patterns can be observed in the
education and public administration sectors. The result is a “brain drain” from the public sector.
Some institutions, where competition for staff is very high, e.g., ministries and the National Bank,
are using different téchniques, such as bonuses etc., to retain their employees and to compensate
them for their loyalty.

The regional differences in wages are not very significant, although wages in Budapest, the
metropolitan area and the more developed western part of the country are higher than average.

There are significant differences in the wages of men and women. In 1996, women earned an
average of 21.2% less than men.

The wages of employees with low-level vocational training increased by about 12% but the position
compared to employees with 8 grades of schooling or less did not change.

On the other hand, the wage gain of éecondary school graduates increased from 14% to 18-22%,
while the most significant increase of all was in the wages of those with a higher education degree,
which rose from 36 to 55-60%.

156 Employment policy

The initial period of the transition (1989-1992) was characterised by the adoption of active
employment policy instruments. However, by 1993, the pressure on unemployment policy doubled
both because of the increase in the number of unemployed and because of the decrease in financial
resources. As a result, employers’ and employees’ contributions were gradually increased and, at
the same time, unemployment banefits became less generous. Active measures were given much
less emphasis both because of financial constraints and because the general public was rather
sceptical about their impact. However, the decline in the number of unemployed and the problem of
long-term unemployment again shifted the focus of labour market policy towards active measures.
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Table 1.1 Expenditure on active and passive employment measures, 1992-1997,
as a percentage of gross domestic product

g2 i b oA AR 1992 | 1993 | 1994 ' 1995_L 1996 | 1997
Public employment service and administration (a) 0.15 0.15 015 | 013 _(.)-.11 0.13
Labour market training (b) 0.15 023 0.19 0.13 0.08 0.08
Subsidised employment () 0.31 0.28 0.27 0.17 0.18 0.23
Unemployment compensation (d) 215 2,02 107| 072 060} G46
Early retirement (€) _ 005| 011 015| 019 o016| 017
Total 281 279 1.83 1.35 113 1.07
Of which

Active measures (a<) 061| 066| 061| 043 037 04
Passive mcasures (d-¢) 221 | 213| 122| o092 o7 | o6
1.5.6.1 Passive labour market measures

The three most important passive instruments are: unemployment benefit, income support and
early retirement. While the system of unemployment benefit is more related to eamnings (through
insurance), the latter two measures are parts of the social assistance scheme.

Unemployment benefit

Unemployment benefit:

m is payable for a maximum of one year;

& is generally at the level of 65% of previous earnings; and

N is payable at minimum and maximum levels which are connected to the level of the minimum old
age pension.

The unemployed person is entitled to this benefit if s/he:
® is not entitled to a pension;
w is cdpable of, and available for, work;

m co-operates with the labour centre, i.e., visits the centre within given time limits and accepts the
job offers provided by the centre;

® has made a contribution to the Labour Market Fund for at least 360 days during the last 4 years;
and

m is not offered a suitable job by the labour centre

Unemployment benefit has been becoming gradually less generous. In 1993-94, the entitlement
period became one year instead of two years. On the other hand, the unemployed are again entitled
to the benefit after 180 certified days of work.
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Income support

Long-term unemployment is an increasingly serious problem in Hungary. The long-term
unemployed, after exhausting their entitlement to unemployment benefit, may receive income -
support, which is below the minimum unemployment benefit level for two years, depending on
level of income. Twenty-five percent of this support is financed by the local government and 75% by
the Labour Market Fund. It is important to emphasise that this measure is available only for the
long-term unemployed and also differs from general social assistance in that it is financed, mainly,
by the Labour Market Fund.

Early retirement

By 1998, 180,000 unemployed people went into early retirement. This was an attractive possibility
because it provided a reasonably high income to the unemployed who, partly because of their age,
had only a small chance of finding a decent job. Since then, however, the retirement age has been
changed and some disincentives to early retirement have been introduced. Since 1998, early
retirement has been replaced by pre-retirement unemployment benefit, which amounts to the same
as income support and can be seen as a continuation of income support for the unemployed for a
maximum of five years before their retirement age. '

1.5.6.2 Aclive labour inarket measures

The allocation of 90% of the financial resources for active measures is decided at county level. This
means that there are significant differences across the counties. Counties with high unemployment
allocate most of their resources to wage subsidies, public relief and public work programmes while,

in counties where the demand for labour is reasonably high, there is more emphasis on (mainly
preventive) training.

Job search

Job search assistance is provided by the local labour centres but the unemployed are not really
mobile and are concentrated in regions where not many vacancies are registered and where there
are not many new jobs for people with low levels of education. This assistance has, therefore, only a
limited impact on the reduction of unemployment.

Training and retraining

Training is financed by the local labour centres. In most cases, it is also organised and carried out at
these centres. However, the regional retraining centres and other public and private institutions are
increasingly involved in organising and implementing training programmes.

In the last few years, 4-8% of the registered unemployed took part in retraining programmes. This
amounts to about one-quarter of the all those who participated in active programmes. The
proportion of participants in preventive training is quite small; each year it was below 10%.

Job creation

The most important form of subsidised job creation is the support given to employers to employ the
unemployed. This covers from 50 to 100% of the employee’s earnings for a maximum of one year
and the employer has to maintain the employment for at least twice the length of the subsidised
period. Another form of support for job creation is the support given to unemployed people to start
their own businesses.

Other schemes exist to give direct support to the creation of new jobs and, especially, to support
firms to mair -ain their workforce in areas where unemployment is already high. This support can
take the form of a wage subsidy or the taking over of responsibility for paying social security
contributions. :
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There are two kinds of direct job creation by the State. The first is public relief work, which is
organised by local governments and for which 70-80% of the labour costs are covered by active
labour policy instruments, In recent years, this has become the most widely used active measure.

The second is a relatively new type of initiative in direct job creation: public works. This involves
centrally organised projects, which are compatible with some national objective and require
considerable manpower. The biggest project launched so far is the national programme of planting
new forests and rehabilitating existing ones. Anti-flood projects are another example of public
works which employ a large number of the unemployed.

Industrial policy

Probably the most efficient way of creating employment is an industrial policy which favours new
establishments. There are two rather successful models of this policy in operation in Hungary. One
is support for “green-field” (typically foreign) investment, mostly in the form of tax reductions.
However, this kind of investment activity has a very uneven regional spread and is concentrated

‘around Budapest and the north-western part of the country. The second industrial policy which
supports job creation, or rather job maintenance, is the incentives, mainly in the form of preferential

loans, provided to the management of state-owned small and medium-sized enterprises to privatise
their firms. Although itis claimed that state property was sold out attoo low a price, we believe that,
in many cases, this was the only way that these companies could survive.

Job creation is a complex area and policy measures to encourage should include:
m providing incentives to job creation by lowering payroll taxation;

® improving programmes targeting the long-term unemployed;

& channelling black economy activities back into the legitimate sphere; and

m regional development policy.
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2. Modernisation of vocational
education and training

2.1 Organisation of education and training

211 Type of education and training institutions in Hungary
There are four levels of education in Hungary.

B> Primary school caters for children from the age of six,

B General secondary education leads to one of the following certificates:

* four-year grammar school General Certificate of Secondary Education (leaving certificate);
s six-year grammar school General Certificate of Secondary Education; or
* cight-year grammar school General Certificate of Secondary Education.

$>Secondary Vocational Education and Training leads to the following certificates:

e a Vocational School Certificate, which is issued by vocational schools;
* an apprenticeship school Skilled Worker Certificate;

s a secondary vocational school General Certificate of Secondary Education and Skilled Worker
Certificate and/or Technician Certificate; and

o a Skilled Worker Certificate from a post-secondary vocational programme
$>Higher education leads to:

¢ a College Diploma; or
* a University Degree.

Table 2.1 Education institutions

Education institution I 199091 ! 1997/98
Ki;\dergartens : 4,718 4,682
Primary schools . 3586 3,750
Vocational schools e 109 189
Apprenticeship schools 308 1 359
Secondary schools 727 989

Source:  The Hungarian Statistics Yearbook, 1997

2 These schools still exist but, since 1998, new courses have not been offered.
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Present situation (1999) of the Hungarian education system

Chart 2.1
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2.1.2 Institutional system
(sce the detailed tables in Annex 5)

. Education in primary school and in secondary grammar school are the two most important areas of
'public education. The conditions governing these areas of education are laid down in the 1993 Act
on Public Education and its amendments. Education in primary school and in secondary grammar
school are inter-linked in a number of ways in Hungary. In the traditional structure, elementary
school is comprised of eight grades and is attended by children between 6 and 14 years of age.
Secondary grammar school education is for children between the ages of 14 and 18 and is divided
into four grades. It is also possible to complete primary and secondary school education in other
structures, such as the 6+6 or 4+8 systems. Primary schools, which provide the institutional setting
for compulsory education from the age of six, are to be found throughout the whole of Hungary.
Compulsory education, which is being extended from 6-16 years of age to 6-18 years of age for those
who enter the system after the adoption of the new regulation, is provided free of charge to all
citizens of Hungary. This means that a school providing primary education cannot refuse to admit a
child who is resident in its catchment area for any reason. The transfer from primary to secondary
grammar school is encouraged by a number of decrees and programmes. Education policy pays
particular attention to providing equal opportunities for those living in ‘backward’ areas.

The key objective of secondary grammar education is preparation for further education in a
university or college. Secondary grammar school is completed with a final, matriculation
examination for the General Certificate of Secondary Education (leaving certificate), which is a basic
prerequisite for entry into higher education.

Students holding the General Certificate of Secondary Education, having successfully passed the
entrance examination, may take up studies in higher education institutions. Students who have not
succeeded in passing the entrance examination, however, may continue their studies in other
schools. In recent years, a number of options have been provided for such young people in
vocational education, including two-year training courses leading to a technician’s certificate and
other forms of post-secondary education.

The Ministry of Education pays particular attention to providing equal opportunities, with regard to
access to university or college education, for young people living in remote areas. Such young people are
accommodated in student hostels. Furthermore, there is a specific state subsidy available to secondary
grammar schools that try to foster the development of talented students by organising special classes
with specifically developed curricula, with a view to enabling students from small municipalities to
compete with their contemporaries from favourable backgrounds in terms of access to good schools.
This is part of the ‘Arany Jinos Talent Fostering Programme’, which was launched in 1999 by the
Ministry of Education. The long-term goal of the programme is “to support the development of a highly
qualified, creative rural intelligentsia willing to improve their own living environment”.

Some 10% of secondary grammar schools in Hungary are launching special catching-up classes in
2000 for a total of 600 students.

One development, which constitutes an important step towards the modernisation of public

education, was the creation of the National Basic Curriculum. The current endeavours of the

Ministry of Education take account of economic and social development and of
i technical/ professional recommendations based on international practice, particularly practices
i ' adopted in the European Union. Substantial efforts are, therefore, being made to develop
framework curricula. The development of framework curricula'is dominated by the followmg
principles and objectives:

" m to ensure uniformity of content and substance in education and training;
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m to ensure widespread access;
@ to maintain the technical and professional autonomy of schools;
& to ensure comparability of performance; and
mto apply traditional and up-to-date pedagogical principles and valucs,

It should be noted that the Ministry of Education considers that the agreement of education
professionals is a vital prerequisite for the introduction of framework curricula. To this end, some
2,500 questionnaires on the current proposal were sent to teaching staff and school directors (56%
and over 30% of the questionnaires, respectively) and to professional organisations. The preparation
of the framework curricula is due to be completed by the end of 2000, following final discussions on
the proposal.

Vocational education is part of a uniform system and is organically integrated with other areas of
public education. Compared to other branches of the education system, vocational education had to
cope with the largest workload in the context of the development of the market economy. The
history of the 1990s was one of endemic transformation of the system, of necessity, rather thanon the
basis of systematic reform. It is, indeed, difficult to refer to the “reform of training” in a situation
where the entire economic structure of a country was being transformed in a way that resulted in a
dramatic contraction of the traditional system of relations between the two sectors. The problems of
the early 1990s, however, also showed up the inherent innovative capacity of the Hungarian system
of vocational education. The events, experiences, actions and measures of those years culminated in
the creation of a financing and legislative framework which also provided a suitable basis for the
satisfaction of real requirements so that the sector had stabilised by the second half of the decade.

The institutional system has, of course, also been influenced by the changes. The institutions
involved in vocational education in Hungary today are:

‘= secondary vocational schools; _

] aéprenticeship schools, which have admitted no new students since 1998;
® vocational schools;

m special vocational schools;

w labour development and training centres; and

® commercial organisations.

A total of almost 1,200 schools provide vocational training in Hungary. Responsibility for these
schools and for their maintenance is borne by local governments, churches, legal entities etc.

There is a general shift in emphasis from training which leads to lower vocational qualifications
towards those which provide higher qualifications. This process started back in the eighties, with
the introduction of the technicians’ level, and accelerated during the 1990s. Paradoxically, while
almost three-quarters of all students complete their studies at one vocational education and training
institutions or another, the secondary grammar schaool has the highest status of all secondary schools
in the opinion of the public. The secondary vocational school was probably introduced to resolve
this contradiction. This school normally offers a four-year course for students from 14 to 18 years of
age. On the completion of their studies, students are awarded a General Certificate of Secondary
Education (a matriculation examination certificate), which enables them to apply for admission to
any higher education institution, as well as a certificate of vocational qualification.
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As a general principle, there is no practical training during the first two years of vocational
education (until students reach their 16t year), but practical training related to vocational
orientation may be provided. This can be carried out in vocational secondary schools but not in the
three-year apprenticeship schools, which is why a new law to reorganise this part of the system is
being introduced. Since 1998, schools can provide training only on the basis of a National Register of
Vocational Qualifications and vocational education can start at the 9 or 10** year of schooling. This
means that the type of apprenticeship training, which was hitherto available, will be phased out
over the next few years,

For a number of occupations, the fifth grade, which leads, in most cases, to a techniclan’s
qualification, is an integral part of training in the vocational secondary school. There are quite a
number of vocational qualifications, e.g., for mechanical/electronic technician, that require five
years of training, on the completion of which students are granted technicians’ diplomas.

In international technical literature, vocational training after secondary education/training is referred to
as post-secondary training. Courses offered by higher education institutiuns, which aim to provide
students with diplomas that are not included in traditional training programmes, fall into this
category of training, as do courses organised by institutions of higher education which allow
students to acquire vocational qualifications below the university degree level. Courses to provide
students with vocational qualifications which are organised by secondary schools, business
organisations and chambers are also regarded as post-secondary training.

Courses to provide students with traditional uriiversity degrees, including post-graduate degrees,
MA, Ph.D. etc,, do not qualify as post-secondary training, Neither do preparatory and pre-training
courses that do not lead to the acquisition of qualifications.

The area of post-secondary training is covered in Hungary by the Accredited Higher Education in
Schools system (Akkreditalt Iskolai Rendszerii Felséfokt Szakképzés (AIFSZ)). This is a relatively
new form of training, the legislative framework of which is laid down in Government Decree No
4571997 (111.12),

The AIFSZ “enables holders of General Certificate of Sccondary Education to acquire state
recognised vocational qualifications through two-year training programmes inline with the current
requirements of the labour market and, by imputing the acquired transfer credits, provides those
who complete such training with an opportunity to enter h. her education aimed at acquiring a
college or university degree”.

AIFSZ vocational qualifications are at the 5.B. ISCED level and are included in the National
Vocational Qualifications Register, i.e., they are vocational qualifications which are recognised by
the State. The courses are focused on practical training and are, in general, of two years duration.
They can be provided by higher education institutions and vocational secondary schools that
conclude agreements with them. A vocational secondary school cannot launch an AIFSZ training
course on its own. The various parts of the course have credit points, which the higher education
institution that has concluded an agreement with the vocational secondary school organising the
training is obliged to recognise if a student, who has completed the post-secondary course, goes on
to study in that higher education institution. The training has a modular structure and includes
modules on basic education, mandatory vocational modules and optional modules. The
development of the AIFSZ courses was assisted in Hungary by the Phare programme. It is also
regarded as a positive achievement, however, that many courses include AIFSZ materials that have
been developed without support from Phare.
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2.1.3 Qualification structure

It is not possible to describe the system of vocational education in Hungary without touching on the
contents and structure of the National Register of Vocational Qualifications (Orszdgos Képzési Jegyzék,
OK]).

The legal background was established by Decree No 7/1993 (XI1.30), which was issued by the
Minister for Education in agreement with the line ministries (see the detailed tables in Annex 6) in
charge of the various vocational qualifications and which has been amended several times since. The
general rules and procedures governing vocational qualification examinations, a system which is
closely co-ordinated with the system of education and training, is regulated by Decree No 10/1993
(X11.30), which has also been modified scveral times, -

The register is issued by the minister in charge of vocational training - until 1998, the Minister for
Labour and, since then, the Minister for Education - each year or as required by current changes.

The first version of the register was compiled in 1993 on the basis of a tripartite agrcement in
professional / occupational committees comprised of representatives of employers, employees and
government organs. Since its completion, proposals on how the register should be maintained, i.e.,
through the addition, modification or deletion of vocational qualifications, have been put forward
by a number of bodies. This task is currently carried out by the Qualification Subcommittee of the
National Council of Vocational Qualifications (Orszagos Szakképzési Tandcs, OSZT). The addition -
of vocational qualifications to the register is proposed by the line ministry in charge of vocational
qualifications. Such proposals are discussed by the Qualification Subcommittce and then the
Council makes its own proposal which is submitted for approval to the Minister for Education. The

. work associated with the preparation of the decisions of the Qualification Subcommittec is carried

out by representatives of the social partners (organisations of employers and employecs), chambers
of industry, line ministries and local governments.

The National Vocational Qualification Register organises state-recognised vocational qualifications
and specifies their key characteristics.

The typical jobs that can be performed by holders of qualifications are listed in the Uniform.
Classification System of Occupations, (the abbreviation in Hungarian is FEOR). The Uniform
Classification System of Occupations is put together and published by the Central Statistics Office.
This classification allows the distribution of the workforce into different occupations to be
monitored. The list currently in use was published in 1994. In addition to classifying occupations,
the National Register of Vocational Qualifications provides the Uniform Classification System of
Occupations identification code for each occupation. If the appropriate data on employment and the
economy are available, then the National Register of Vocational Qualifications and the Uniform
Classification System of Occupations make it possible to assess the extent to which the structure of
vocational qualifications is in line with the requirements of the economy.

The fundamental structure of the National Register of Vocational Qualifications is prescribed in the

_Act on Vocational Education and Training, according to which the Register should include

information on:

» the level of vocational qualifications;

m the organisation of training:

w the duration of training;

@ the relative weight given to theoretical and practical training; and

® requirement for entry into training.
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To ensure international comparability of the training levéls and the arcas covered, the International
Standard Classification of Education, ISCED, was adapted to the Hungarian system and conditions
in 1996.

Amnual data from the lists and a comparison of these with data and conclusions from previous years
are an imporlant source of information on the develupment of vocational education.

The latest version of the list of occupations, which covers a total of 951 vocational qualifications, was
issued in 1999. The list has been issued since 1993 almost cvery year. The number of vocational
qualifications included in the different years is shown in Table 2.2. ‘ '

Table 2.2 The number of qualifications included in the
National Register of Vocational Qualifications

. , Number of “
Year of issuc . vocational qualifications
- R
- 1993 Bl
o o
.1.99?. "
2000 932

Based on the National Register of Vocational Qualifications, the line ministries in_charge of
vocational training issued the technical/ professional and examination requirements for vocational
qualifications. This was followed by the development of a standard, central curriculum for cach
vocational qualification covered by the school system, Since 1998, training provided in the school
system must lead to the acquisition of qualifications listed in the National Register of Vocational
Qualifications.

2.1.3.1 The introduction of the National Register of Vocational Qualifications

It was not possible to launch training for new qualifications immediately after the publication of the
first National Register of Vocational Qualifications, as the technical/professional and examination
requirements for cach qualification, based on a single, uniform set of criteria, had first to be
developed. This was completed by most of the line ministries by 1995, when vocational training
bascd on the National Register of Vocational Qualifications was launched in the school system.

The development of central curricula, on the basis of agreed requirements for the different
occupations, was an essential prerequisite for the launching of vocational training in the school
system. These curricula were developed betwecn 1996 and 1998 so that some training institutions
were able to launch training based on the National Register of Vocational Qualifications even before
the statutory date for the mandatory introduction of the new system, 1 September 1998.

The system provides for the svoply of a skilled and qualified workforce whose qualifications are
based on new requirements, wnich are decided, not on an ad foc basis, but in the context of a well
thought out and well grounded process, supported by the necessary documentation.
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Programmes based on the National Register of Vocational Qualifications are to be launched even in
the area of post-secondary education (Accredited Higher Education in Schools, AIFSZ). Because of

' the specific features of the system, training proposed for this sector will have to go through two
procedures before it is launchea: the programme must be approved through the accreditation
process; and the process of introducing the qualification to which the training leads into the
National Register of Vocational Qualifications must be initiated. The training programme must be
submitted to, and approved by, the Hungarian Accreditation Committee and the applicant must
contact the ministry in charge of the given area, with a view to having the qualification included in
the National Register of Vocational Qualifications. The ministry will, at the same time, also issue a
position statement on the possibility of issuing technical/professional and examination
requirements.

The procedure for launching a programme can be started once the accreditation process is complete.
Any higher education institution and any secondary school, which concludes an agreement with a
higher education institution and can provide the necessary training conditions and requisites, can
initiate the process. ‘ :

2.2 Main features of the vocational education and
training system
2.2.1 General characteristics

The degree to which it satisfies the expectations of the labour market is regarded by experts as the
most important factor to be considered in assessing the training system or, more specifically, the
vocational training systcm of a country. Although there is no doubt that this is one of the most
essential aspects, assessing a system on the basis of this criterion alone would lead to a substantial
narrowing of the role of vocational training in the life of society. General education continues to be
the primary purpose of vocational training in the school system. This is evident if one takes into
account the fact that secondary school is the institution attended by young people during the years
of transition from childhood to adulthood. Vocational training in the school system continues to
focus on the student or the apprentice. Table 2.2 looks at the distribution among the different
education institutions of young people whose education had to be provided for even during the
changing political and economic environment of the 1990s. The table also shows the contribution of
the various churches and private organisations to education in this period.
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Table'2.3 Full-time students

Institution 1992/93 | 199394 | 1994/95 | 1995/96 | 1996/97 ' 1997/98

Kindergarten 393,238 | 397153 | 396,184 | 399339 | 394327 | 383,486
m church 1,539 2,013 2,650 3,290 3,947 4,236
m private 964 1,794 4,951 5573 | 5,986 5,905
Primary school 1,044,164 | 1,000,941 985,291 974,806 965,998 963,997
& church 11,260 19,449 23,315 28,695 32,690 37,044
m private 2,500 | 2507 3,299 4,126 6,353 6,718
Grammar school 136,729 138,198 140,341 140,884 140,867 141,402
a church 8,9_05 10,992 13,277 13,892 15,520 16,704
m private 1,125 1,512 2,110 2,192 2,276 2,704
Vocational secondary school 186,225 192,388 196,965 208,415 220,528 227,243
a church 901 933 897 1,365 1,633 2,442
8 private 1,278 3134 5,404 8,383 10,202 11,395
Apprenticeship school 188570 | 174187 | 163330 | 154,294 | 143846 | 132,637
a® church 147 21 152 514 597 628
m private 952 1,006 1547 1,886 ‘ 3,001 3,155
Vocational school 23,257 24,672 2421 18,305 14,561 11,274
a church 27 295 1,095 576 587 662
m private 1,107 1,099 1,044 1,136 764 1,392
'Spccial disabled education 39,873 40,940 41,696 42,629 43,101 43,552
8 church | 105 145 185 , 213 150 177
# private 264 457 484 591 575 669

Source: Education-vocational training 1988-1997

Data sources: National Programn;c Jfor Statistical Data Collection, carried out on the basis of a Government Regulation,
in accordance with the Act on Statistics.

It is clear that the number of children completing primary school and entering the secondary
education system has been declining every year. This is in line with the general decline in the
population. It is especially important to 1.ui» that, in 1997/1998, the number of students in secondary
grammar schools, 141,000, was about one-third of the total number of young people in the
secondary vocational education system. This means most secondary education takes place in
institutions other than secondary grammar schools.

222 Training institutions

Over the last decade, the distribution of students also changed substantially in terms of the type of
" vocational training institution they attended and the areas in which they undertook training. Table
2.3 shows the distribution of students by type of schoo!l and by vocational area.
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Table 24  Number of school-leaving students
by type of school and vocational area

Type of school 1990/91 Ii 1998/99

Vocational secondary school leading to GCSE .
Industrial, technical T 12800 2
Agricultural 2450 | 2786
Economic ' s747| 8788
Commerce, catering 2,153 4421
Health 3,020 2,979
Other 2,531 2,709
Ton: L A

Vocational school leading to a vocational qualification

Typist, stenographer training schools 2,083 475
Medical vocational school 1,292 240
Other vocational school 0 3,280
Total: ' 3,375 3,995 -
- Apprenticeship school
Industry, construction 39,630 27,763
Agriculture 2,232 1,868
Commerce 6,636 5,672
Other ) 3,060 3,568
Total: 51,558 38,871

It should be noted, that the percentages attending apprenticeship schools and vocational secondary
schools has been reversed almost completely, at the expense of the former. The main difference
between the two types of schools is that those completing vocational secondary school take a general
examination of secondary education as well as a vocational examination. At the level of society as a
whole, this means that the number of young people finishing secondary education with a higher
level of general education has been growing.

On the one hand, those completing vocational secondary schools will have more relevant and flexible
skills in the labour market than those completing apprenticeship schools. This means, among other
things, that these students will find it easier to enter the various forms of training offered by the
system of adult training. In addition, their established technical/professional and personal
competencies will enable them to find good employment opportunities based on their existing
qualifications.

On the other hand, they have an opportunity to continue their studies at university or college. The
consequences of this have been observed in the higher education system as well, with the number of
students in higher education inslitutions increasing from 199,000 in 1996 to 258,000 in 1998.
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Chart2.2  Students in different school types, 1990/91 and 1998/99
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Chart2.3  Distribution of those completing vocational secondary scl ool,
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Chart 2.4  Distribution of those completing apprenticeship schools,
by vocational area
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Furthermore, it should be stated that, as an institution, vocational secondary schools have provided a good
solution to the societal requirement of providing opportunities to acquire higher levels of education.

The shift towards forms of schooling that provide a higher level of education is a welcome
development, but the importance of the integration of young people who are not so talented or those
who are disadvantaged from various perspectives should not be disregarded either. The increase in
the dropout rate, which has accompanied the rise in standards in the content of vocational
education, is presented in Annex 73.

The figures also clearly show how the substantial growth in the number of young people passing the
general examination of secondary education has been distributed among the various major areas of
study. The number of secondary school students in industrial, technical, economic and
commerce/ catering schools has increased significantly, while those in vocational secondary schools
offering agriculture- and health-related qualifications have declined substantially.

The vocational structure has been transformed fundamentally by the move towards the provision of
qualifications included in the National Register of Vocational Qualifications. The largest numbers
used to be in typewriting/stenography and medical vocational schools but these have declined very
dramatically while the number of students in other, primarily information technology-related,
vocational schools has increased significantly.

The biggest structural change has been in the area of skilled worker training, i.e., apprenticeship
schools. There has been a shift in the overall proportion of students taking skilled worker
examinations but the change in the relative proportions of students in the different occupational
groups is even more dramatic.

Chart2.5  Distribution of those completing vocational school, by vocational area
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“The changes that tcok place in the Hungarian system of vocational education and training have,
therefore, had to meet social requirements as well as the demands of the labour market. The
category of social requirements is made up of two subcategories:

u the desire of parents and students to acquire the highest possible standard of qualifications; and

u the need to ensure thatschools reflect and provide for changing preferences in occupational areas,
which, in tumn, are a reflection of the changes brought about by the restructuring of the economy.

3 Those who drop out of school before they acquire a qualification generally fall into a disadvantaged social group and
will, therefore, be dealt with in the section on equality of opporturity.
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The transformation of the political, economic and social set-up in Hungary entailed a demand for
new legislative regulation of education and training and the adoption of a raft of statutes on
education in 1993 brought about a radical change in the legal foundations of vocational education
and training.

1993 saw the entry into force of:

m the Act on Public Education;

m the Act on Vocational Education and Training;

m the Act on Adult Education.’

In 1994, the Act on Chambers was passed.

Each of these acts has been amended several times since.

The Act on Public Education covers education and training in schools, including kindergarten and
student hostels, along with other related activities. .

The Act on Vocational Education and Training, which was adopted as a separate law, covers all
forms of training aimed it providing vocational qualifications, with the exception of training which
falls into the higher edu:cation sector and training which leads to official qualifications, but which is
provided outside the school system, in the transport, communications and waste management
sectors. The provisions of the Act are ‘directed at enabling people to acquire the
technical/professional knowledge necessary to perform high standard work, rehabilitating
disadvantaged people and those with reduced working capabilities and promoting employment
and business creation.

The system of financing vocational education and training has also been changed.

223 Responsibility for the provision of training

There are now three major sources of fimincing for vocational education and training:
m state funding; .

m local governmental funding; and

m the Vocational Training Fund, which is comprised of the contributions paid to vocational training
by business organisations.

In budget policy, education and training in and outside the school system have been completely
separated. The financing of education and training in the school system is regulated by education
policy, while labour market training is regulated by employment policy.

The institutional system has also undergone substantial change. In addition to apprenticeship
schools and vocational secondary schools providing traditional education and training in the school
system, a network of regional labour development and training centres has been established, with -
the aid of a World Bank loan, to satisfy training requirements on the labour market. The network,
which is comprised of nine institutions in eight regions, is capable of providing training and
retraining for adults in up-to-date conditions and circumstances, throughout the entire country.

A novel feature in education and training is that, since 1993, it has been possible to have vocational
education and training institutions run, not only by local governments, but by churches,
individuals, foundations, other legal entities and businesses as well.
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The Act on Local Government also contains provisions on the regulation of the maintenance of
schools. Under this act, county authorities and the local government of Budapest are given certain
responsibilities relating to secondary scheols and vocational schools and are obliged to draw up
plans on their activities in this area.

In is, however, the Act on Vocational Education and Training that lays down the overall framework
for the operation of the vocational education and training system, both inside and outside the school
system,

The regulation of vocational education and training in the school system is also covered by the Act
on Public Education. Adults and young people can participate equally in this system. It is possible to
enter the system for training young people up to the age of 23.

Up to a given age limit, training in the school system is provided free of charge and ocational
education and training is free up to the acquisition of two vocational qualifications. Training in the
school system is subsidised by the State. Such training may be introduced only if a central
curriculum for the vocational qualification in question is available. Vocational education and
training must follow these centrally issued curricula, which schools use as a foundations for
preparing their education and training programmes. '

Training outside the school system may be undertaken only after the age of compulsory education,
which is now being changed from 16 to 18 years of age for students entering the system.

The requirements for state-recognised qualifications are the same for qualifications obtained inside
and outside the school system. :

While the key function of education and training in the school system continues to be to provide
initial vocational qualifications for young people in state-recognised occupations, the primary gu..l
of training activities outside the school system is to train and retrain people in the economically
active age groups.

This difference between the primary goals of the two main areas of training does not, however,
imply any kind of exclusivity. Vocational schools continue to play their traditional role in the
continuing vocational training of adults, while commercial training organisations are increasingly
involved in providing first jobs for young people who leave the school system without having
acquired a vocational qualification.

It follows from the above that the two systems of education and training need to be coordinated and,
this has been provided for by the relevant regulations. A good example of this coordination is the
1993 ministerial decree on the introduction of the National Register of Vocational Qualifications,
which imposes a uniform set of requirements that must be met for the issuing of all state-recognised
vocational qualifications. However, if a given'vocational qualification can be acquired in the school
system, the education and training provided must follow a central programme and curriculum. The
new regulation also lays down that, where qualifications for occupations (or groups of occupations),
may be acquired in both systems, the contents of curricula, as well as qualification requirements,
should be coordinated.

The exclusion of young people is a global phenomenon. It has increased substantially in recent years
and has become one of the major problems of contemporary society. Having recognised this
problem, Hungary has launched a number of initiatives to counteract it, the most important of
which are the development of education and the improvement of chances of employment.

Unemployment is a problem, which used to exist only in latent form but which has emerged in
Hungary in the wake of changes in the political and economic system. Unemployment has been
especially hard on disadvantaged groups and has given rise to the need to provide special
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arrangements for this target group, alongside the modernisation of public education and vocational
training. A number of alternative training programmes have been prepared for young people from
disadvantaged or multiply disadvantaged groups who drop out of the public edi- ition system,
including measures to help them catch up with their peers, vocational guidance and programmes to
help motivation and the development of leaming skills.

Equality of opportunity is another relevant problem area. It is very important that each citizen be
given equal opportunities throughout his or her lifetime. Young people with disabilities, however,
do not really have such equal opportunities. The government aims to address this situation by
promoting the rehabilitation of young people with disabilities, primarily through vocational
education and training so that the lack of skills does not exclude them from the labour market etc.

2.2.4 Access to training and provision of equal opportunities

In the years to come, an increase in the participation of people from disadvantaged groups in
training will be an important area of development in the labour market, especially with regard to:

m the Romany population;
M persons with disabilities; and

m persons with low levels of education.

2241 The Romany population

Data on dropout rates for Romany students show that there has been a certain improvement in
recent years, although the differences between the Romany and other segments of the population
are substantial. The level of inequality of opportunity has reduced from threefold to double during
the last 15 years. The proportion of Romany children who completed the eight classes of primary
school has increased by more than 10% in the period being examined. However, even at the
beginning of the 1990s, the situation was that, of a given generation of first year students, more
children drop out of primary school than successfully complete it. |

Among the general populatios:, the decline in the number of students in apprenticeship schools is
mirrored by an almost identical increase in the number of students in secondary school. In the case
of Romany children, the situation is completely different in that the proportion of chjldren enrolled
in secondary schools is also declining, With regard to dropout figures from apprenticeship schools,
the situation deteriorated in the eighties as well. The dropout rates of both Romany and other
children are now increasing again, which indicates a deterioration either in apprenticeship schools
as a type of education or in the quality of students accepted in these schools. However, in the case of
Romany children, the decline in numbers is proportionately greater.

2242 People with disabilities

The tendency to integrate handicapped students into the general system of education has increased in
Hungary. The Act on Public Education, which is currently in force, does not have any provisions as to
whether handicapped children should be educated in special institutions or along with other students.

Institutions providing training and education for handicapped children and students must fulfil a
double function:

8 they must prepare their students to meet the requirement: pecified for all Hungarian échools;
and :
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m they also must provide renidential care and rehabilitation facilities during teaching and
education.

The distribution of people with disabilities is as follows:

m disabled persons, 40%; |

m mentally retarded, 19%;

® people with impaired éyesight, 18%; and

u other deficiencies, 20%.

In the current school year, children with disabilities are distributed in different education
institutions as follows:

= 1,191 children are in kindergarten;

® 36,547 attend primary schools; and '

m 5,363 attend special schools in which they are prepared for work.

In addition, there were:

® 4,607 handicapped children in special schools;

® 756 in schools preparing mentally disabled young people with medium deficiencies for work; and

® 564 handicapped pupils in secondary institutions (secondary grammar schools, secondary
technical schools and vocational institutions).

There are some 200 special pedagogical institutions in the country and 469 primary schools operate a
section or a special class for children with disabilities.

2.24.3 Persons with low levels of education

The level of education can increase the level of wages by from 10 to 60%.

Table 2.5  Value of school qualifications* in Hungary, %**

Qualification Relative value of Marginal rate of return
i - . the qualification in (value of a completed
eae ) terms of increase in class at different school
earnings (%)*** H levels)****
Completed primary school (8 classes) 12.64 -
Completed apprenticeship school (8+3 classes) 19.69 235
Completed secondary school (8+4 rlasses) . 3217 4.88
Completed studies at higher education
(12+4 classes) 58.96 6.70

*Regression parameters are related to hourly wages. The impact of gender, age, residential address, local unemployment rate,
industrial sector, and Romany or other ethnic group oriﬂ: has been excluded, ’

** Data calculated on the basis of the September-November wave of ELAR recruitment in 1993

*%+ Compared to the reference category which has been omitted from the equation (less than 8 classcs of primary school), the value
of which is considered zcro,

ves (3i-0 i-1)/(si-si-1), where § is the regression parameter of the lype of sdwol and the number of all completed classes; i is the
given, and (i-1) is the school on the next lowest level. .
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. Table 2.5 shows that compared ‘o those who have completed from 0 to7 grades of primary school:
@ those who have completed the 8 grades of primary school earn 13% mcre;
u those who have finished apprenticeship school camn 20% more;
a those who have finished secondary school earn 30% more; and
a those who have completed higher education earn 60% more.

The same can also be seen in the marginal rates of return: in the case of one completed class, the
higher the level of school, the more the completion of one class is worth on the labour market.

" The chances of employment or unemployment are not independent of school qualifications and the
level of attainment achieved impacts on the chances of employment,

Table2.6  Unemployment rate by educational attainment 1992-1998 (%)

|
Incomplete Completed App :,erntice ci?;?;: :r Co'llege or !
vor | prmy | Pty oo | iz | el - T
| school school '
1992 175 139 116 7 2.7 1 99
1993 274 164 143 89 3.0 121
1994 ] 54 3 15.6 127 78 31 109
' 1995 : 26.2 ' 15.3 ' 1%.3 | N .7.1 3.0 103
19;6 315 14.6 115 7.2 2.7 B 10.0
1997 310 14.2 _ __1 0.9“ L 59 1. 18 _ 88
1998* 29.2 17 | 831 59 19 76
. The sample of the Labour Force Survey (LFS) has becn broadened since 1998, so data arc not fully comparable with
1 77.'23 :);‘iz‘:!{ Cr:fxuf’rfl 8&!:13:9:85 Office publications, the figures for total employment are not correct when analysed by

educational attainment. Since the problem is not cxplained, we have to use these figures without fully understanding
thent, Thus, the total uncmploynent rates did not coincide unth the correct o*cs. .

Source. Central Statistics Office, Labour Force Survcy

Table 2.6 shows that compared to those with higher cducation the risk of unemployment is
approximately 2.5 times as high for those who have completed secondary school, approximately 4
times as high for those who have completed vocational secondary school and approximately 6 times
as high for those who have comleted only eight classes of primary school. The equivalent figure for
those who have not completed any level of schooling is extremely high (on average 15 times higher
than for those with higher education).
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Chart 2.6  In Hungary post-secondary education programmes have
developed in the various areas of studies
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The disadvantages which arise from the inadequacies of the schocl system, the socio-cultural
situation of families and the underdevelopment of disadvantaged regions have become inore pronounced
as a result of the change in the political system.

Current statistics show that disadvantaged young people with a low level of education make up
25-27% of the school population in different school years. Most of those who drop out do so from
apprenticeship schools.

225 Post-secondary education

It is important to provide talented young people participating in training with opportunities to
expand their vocational skills. The Accredited Higher Education in Schools programme (Akkreditalt
Iskolai Rendszeni fels6fokt Szakképzés (AIFSZ), which is directed at post-secondary education and
was launched in 1998, provides new opportunities in this area.

Although there is little information available as yet on the results of this programme, the
accreditation procedures make it possible to identify the vocational areas where this form of training
may become a significant factor.

For the most part, post-secondary education is conducted in higher education institutions. The
experience so far is that students do not consider the qualification they acquired on the completion
of post-secondary education as their ‘final qualification’, Rather, they hope to improve their chances
of admission to higher education by completing such courses. They see further advantages in the
possibility of the recognition of their ‘credits’ in university training later on.

2.2.6 Practical training

One of the key tasks of vocational education and training is to provide practical skills associated
with occupational knowledge. The technical/professional and examination requirements of
vocational qualifications show that training may be pursued on both theoretical and practical levels.

One of the most important areas of vocational education and training is the work experience which
may be gained through practical training. This, however, necessitates considerable material
resources, part of which used to be provided by the training workshops of large enterprises.
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The need to transform the provision of practical training was underlined by the decline in the number
of training places available: among the workshops providing practical training for apprenticeshin
schools, the number of training shops in companies, outside the school system, dropped by about 50%
between 1990 and 1998, as a result of the economic transformation and privatisation.

This necessitated the establishment of new training workshops in schools, the number and capacity
of which increased by about 100% between 1990 and 1998.

Table 2.7  The number of practical training units
in vocational education and training, 1990/91-1997/98

.| sop1 | 9192 | 9293 | 93/94 | 94/95 | 95/96 | 96/97 | 9798 97/;3 9}?3

RS - 2091
in sch‘ot‘J.I-s | " 17,885 | 22,827 | 28,375 | 32,269 | 35,085 | 36,962 | 37,170 | 36,779 205.6
Incompanies | 52,338 | 46,710 | 40,607 | 35,237 32,349 | 29,045 | 26,807 | 25,685 491 i
Total 70,223 | 69,537 ‘68,982 67,506 | 67434 | 66,007 | 63,977 | 62,464 89.0

Source: Vocational Education and Training (Szakképzés és gazdasdg), 1997, Ministry of Education

Table 2.8  Distribution of practical training units
in vocational education and training 1990/91-1997/98

e

Distribution of pr'actic'al training units in vocational education
and training, in school/outside school, 1990/91 - 1997/98, %_

199091 | 199192 | 1992793 | 199394 | 1994/95 | 1995796 | 199697 | 199708

In the school system 2547 3283 4113 47.80 52.03 56.00 58.10 58.88

Qutside the school
system 7453 6717 58.87 52.20 47.97 44.00 41.90 41.12
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Chart 2.7  Distribution of practical training units
in vocational education and training 1990/91-1997/98
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This change lead to the evolution of a form of vocational education and training that is widespread
internationally but that is, at the same time, in line with Hungarian traditions, i.e., a form of training
in which companics and schools together contribute to the training of young people.

In the process of transformation, relevance to the cconomy was one of dominant factors in the
development of apprenticeship and vocational schools. The schools provide vocational training for
16 year olds who have already completed their obligatory education. In vocational schools and
apprenticeship schools, training is focused on practical training.

The main point of thi. system is that the State undertakes to provide the requisites for theoretical
vocational training. Practical training is a task for business organisations (companies, private
employers, entrepreneurs, non-governmental organisations, co-operatives, artisans, traders ctc.).
This creates a new situation in terms of the legal status of schools, students and business
organisations. Accordingly, a system of trainee contracts for vocational training has evolved to cover
cases where the practical training is provided by a company. As in the German and the Austrian
systems, when a student is admitted to a school under the trainee contract system, the legal
relationship required for the acquisition of the vocational qualification is estzolished between the
student and the business organisation where the practical training will be provided.

The implementation of this kind of practical training has shown the nced for achvity orientation and
for theoretical training based on work cxperience.

It is clear from the above that, in accordance with international practices, responsibility for
vocational education in Hungary is not the same as for other areas of the public education system.
The fundamental reason for this is that vocational education and training is particularly
practice-intensive and cannot be provided exclusively by the State i.c,, the training institutions.

In the area of education and training in the school system, the State, i.e., the schools, are in charge of
the theoretical aspects of vocational education and of the general theoretical subjects. Practical
training, however, is part of the responsibilities of business organisations.

Of course, this does not mean that there is no practical training in schools or that every business
organisation is obliged to maintain a training workshop. In fact, business organisations may
discharge their practical training obligations in various ways:

m by payment of 1.5% of their gross wage costs to the Vocational Training Fund;

m by direct contribution to a vocational school, the amount of which shall be equal to the amount
payable to the Vocational Training Fund; and

m by the provision of practical training for students.

The various forms of financial contribution shall be dealt with, in more detail, in the section on the
financing of vocational education and training.

Let us review the obligations undertaken by business organisations when previding practical
training units for students. :

The establishment of practical training units and the admission of students of schools is regulated by
co-operation agreements concluded by the business organisation and the school concerned. This
legal relationship is established in 90% of cases.

Furthermore, companies may conclude student contracts in order to boost their own supply of
labour. According to data supplied by the chambers, the proportion of trainee contracts is about 10%
of all contracts and this arrangetnent is most frequent in the case of traditional trades (bakers, joiners
and car mechanics) and in the case of vocations with a short supply of labour (the information
technology area).
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An agreement concluded between a company and a school must specify, among other things, the
benefits to be provided to students, labour protection provisions, accident protection, fire protection
ete., and the conditions for the admission and employment of trainees. The most critical nspect of
co-operation agreements is, usually, the designation of a person to bein charge of training. Chart 2.8,
below, shows the distribution of instructors, in terms of qualifications, at the practical training units
registered by the Chamber of Commerce and Industry. '

Companies are also required to.provide the tangible requisites for training, as well as
documentatior on the progress of training, which is comprised, typically, of the following items:

m labour, accident and fire protection logs;

m trainee work logs;

u technical/professional and examination requirements; and
= training programmes etc.

Despite these tight regulations, the number of practical traininé units established in companies has
almost doubled over the past five years. In 1998 alone, the growth amounted to 15%.

Chart 2.8  Length of time practical training units registered by the Hungarian
Chamber of Commerce and Industry have been admitting trainees

For 1 year

For over 10 years
2%

For 2-5 years
47%

For 6-9 ycars
15%

Along with the increase in the number of training units, the number of trainee contracts has also
been increasing. In the economically more advariced regions of Hungary, for instance, their number
almost doubled in 1998 relative to 1997. This may also have a positive influence on the integration of
career starters into the labour market.

Clearly, the maintenance of practical training units is a relatively complex task. The maintenance of
appropriate quality standards necessitates the establishment of a quality control system. This task is
performed by the chambers of economy. In Hungary, there were three chambers of commerce in
1999 and each of them carried out inspections in its own area. The Chamber of Commerce and
Industry had to check the conditions under which practical training was provided in the largest
number of occupations, a total of 387.

The committee of inspections by the chambers is comprised of one representative of the chamber

concerncd, onc representative of the school and one representative of the company maintaining the
practical training, unit. '
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Their responsibility is to control the organisation of production training programmes and the
conditions under which training takes place during the school year and in the summer, on the basis
of documents supplied earlier.

22.7 Transparency, equivalency and permeability of vocational
education and training provision

In Hungary, the question of the international recognition of vocational qualifications has been
developing in concert with the development of European Union legislation, though it is also
associated with the requirement of the free movement of labour in Hungary. Quite understandably,
before the system changed, there was no point in discussing the effects of the recognition or
non-recognition of qualifications on the movement of persons, as restrictions were built into the
political framework and was part of everyday social reality.

When the system changed, the legal regulations restricting the movement of Hungarian citizens
were eliminated. Today, the international mobility of citizens of Central and Eastern European
countries is restricted much more by the readiness or, rather, the unwillingness, of countries with
higher living standards to let them enter their labour markets.

As far as Hungary's accession to the European Union is concerned, the question of the free
movement of labour is often treated as something of a taboo subject, both in the European Union
and in Hungary. '

The key concern of the European Union is the potential flooding of its labour markets by highly
trained and cheap labour while, in Hungary, the discussion of the theme is more or less avoided
because of a justified concern that a restriction on the free moveinent of labour may be introduced in
the final version of the accession agreement as an interim derogatior enforced by the European
Union, which would further compromise Hungary’s competitiveness.

This, perhaps somewhat pessimistic introduction, should not lead to the conclusion that the
question of the equivalence of vocational qualifications should not, or need not, be discussed. At the
same time, it should be pointed out that developments in this area should be assessed, not from the
viewooint of the mobility of labour, but more as a point of reference which could indicate the
directions the development of vocational education and training in Hungary should take in order to
turn it into an active participant in the development of the market economy which has evolved in
Hungary over the past 10 years.

It should be noted that this issue is also closely associated with questions of the transparency and
permeability of the vocational education and training system, which are of immediate concern to
each participant in vocational education and training, including parents and students/trainees.

The theme of mutual recognition of vocational qualifications in the European Union has gradually
evolved from the objective of official recognition towards the creation of transparency based on the
operation of information systems.

This process is now underway in Hungary as well.

| 228 Teachers in vocational education and training
(more detailed information on teachers is to be found in Annex 8) A

In the final analysis, however, the efficiency and success of education and training depends on the
work carried out in classrooms and practical training units and the person working there, the
Instructor or teacher - the pedagogue -, is in a position of considerable responsibility.
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In the 1996/1997 and 1997/1998 school years, there was a total of 25,552 and 25,470 teachers at work
in Hungary. The student/ teacher ratios in the various types of schools in 1997 are presented in the

Table 2.9.
Table2.9  Student/teacher ratios
Number of l Number of ‘ Student/
sl teachers students teacher
Total education o 148,988 1671811} 112
Primary school (ISCED 1-2) 89177 1,001,106 . 11.2
Upper secondary education (ISCED 3) 40,095 517,816 129
Upper secondary education, General 13,451 141,402 105
(secondary grammar school) :
Upper secondary education, Vocational 26,644 376414 141
(secondary vocational school, apprenticeship
school, vocational school) .
Higher education | 19,716 152,889 78

Source: Hungarian Statistics Yearbook 1997
Datn on disabled students are included

Strangely enough, the highest ratio is to be found in vocational education and training despite the
fact that this is the most pracrice-intensive form of education and is where the greatest amount of
intensive training is carried out. This unfavourable situation is a result of the low prestige of the
occupation of teacher, which is the lowest category among intellectual professions, and of other
factors to be detailed below.

Teachers teaching theoretical subjects in vocational education and. training are required to hold
higher education degrees in the subjects concerned. In technical areas, this means a degree in
engineering, in the economic areas, a degree in economics and similar qualifications in other
vocational areas. Obviously, teachers of vocational subjects have qualifications that would enable
them to get jobs in the productive sector which would provide them with a position in the labour
market that is substantially different from that of teachers of general subjects. In addition to
vocational qualifications, teachers are also required to have appropriate teaching qualifications,
which can be acquired through full-time or post-graduate correspondence courses in a number of
higher education institutions. According to the legal regulation introduced in 1993, theoretical
subjects in vocational secondary schools can be taught only by teachers who have university
degrees, while practical subjects can be taught by teachers who have college degrees. In
apprenticeship schools, a college degree was the minimum requirement for the teaching of
theoretical subjects and appropriate specialised instructors’ qualifications were required for trainers
of practical subjects. All teachers and trainers are also required to have appropriate teaching
qualifications. The law provided a period of grace for the acquisition of the necessary qualifications.

To understand the background to the legislation, it should be noted that the early years of the
decade were marred by a severe economic recession in Hungary and a large number of highly
trained professionals transferred from industry, where jobs were terminated by the thousand, to
take up teaching activities.
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By 1999, however, it became clear that it would not be possible to enforce the law as the trend
described above was reversed. With the recovery of the economy, vocational teachers/trainers with
qualifications and knowledge accepted by the business sector left teaching for the productive sector,
which offers much better wages and where economists, engineers and information technology
experts can earn 3-5 times, 4-6 times and 6-8 times more, respectively, than in teaching. Education
policy was virtually powerless to reverse the process. The reason for. this is that teachers’ wages are
determined by the wage agreements applied to civil servants and so school principals, as employers,
have no means at their disposal to keep abreast of trends in the labour market.

The developments described above led directly to a loosening of the tight regulations that were
introduced in 1993. The amendments introduced in 1999 lowered by one degree in general the
vocational qualifications required by teachers of vocational subjects in Hungary. The effects of this
regulation are highly questionable. On the one hand, it was a disappointment to those teachers who
had acquired the academic qualifications during the past five years, as required by the earlier rules.
On the other hand, the regulation could lead to a decline in professional standards. Teachers’
salaries will need to be reorganised in the near future and some statements on the part of
government indicate that it intends to do this. There is little chance, however, of teachers’ salaries
_ coming anywhere near the earnings of professionals in the business sector.

The 1996 Act did, however, entail significant changes in the system of continuing training for
teachers. It provides that a total of 3% of the education budget each year (HUF 3.5 billion in 1999) is
to be used for continuing training for teachers. The law also stipulates that each teacher has to take
120 nours of further training every seven years. Otherwise his or her employment can be terminated
at the discretion of the school principal. These continuing training requirements may be met only by
completing accredited courses; the post-graduate training courses launched by colleges and
universities all qualify as such. In 1997, the government set up a separate institution for
accreditation. This form of support, however, covers only promotion within the teaching profession
as only training that is closely related to the work of a given teacher may be subsidised from this
fund. Other training efforts are financed by the teachers themselves.

By the end of 1999, a total of 1,853 different types of accredited courses in further training for
teachers had been registered.

2.3 Adaptation of vocational education and training
to labour market and socio-economic change

2.3.1 Vocational education and training and Hungary’s accession to
the European Union

The accession negotiations were launched in 1998 and, following the opening round in March,
Hungary entered two more ministerial rounds. As a result of these negotiations, a total of eight
chapters (research and development, education and training, small and medium-sized enterprises,
statistics, industry policy, telecommunication, fishing and consumer protection) had been
concluded on a temporary basis.
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Excerpts from the European Union report of October 1999

“ ACCESSION CRITERIA
POLITICAL CRITERIA”

“ As has been stated in the previous country report, the institutions guaranteeing democracy and the
rule of law have been firmly established in Hungary.

Although there are no severe problems in the situation of minorities, the Hungarian authorities still
need to pay special attention to the human rights of members of the Romany minority (which is
estimated to be between 400,000 and 600,000). The Romany people are still subject to negative
discrimination and prejudice in a wide range of areas in their daily life. They are subject to negative
discrimination in education and training, employment, public institutions and the public services.
The government has adopted a revised medium-term action plan to improve the living conditions of
the Romany people. The ministries concerned are required to specify the amounts to be allocated for
the programme as a separate item in their budgets.”

#CAPABILITY OF UNDERTAKING COMMITMENTS ENTAILED BY MEMBERSHIP,
INNOVATION"

“The requirements to be met for the acquisition of various professional and vocational diplomas
(degrees) are, generally, in line with Community regulations. In 1999, a total of 3,150 students in
various Member States of the European Union with the aid of Erasmus scholarships and 2,256
Hungarian young people participated in the programme ‘Young People for Europe’. In 1998, 435
Hungarians participated in exchange programmes organised under the Leonardo programme.”

The priorities of vocational training policy

In the preceding chapter, detailed information has been presented on the structure and institution of
the Hungarian vocational education and training system, the number and distribution of students
and teachers as well as the structure of occupations. In addition, a number of aspects of the political,
social and economic systems were examined. A general picture on the processes witnessed so far
and the direction of development following on from those processes has been presented. Several
particular aspects that are not integrally related to other chapters have also been outlined.

23.2 General aspects*

Economic mechanisms and the management of vocational education and training were
fundamentally different back in the late 1980s to what they are now. The exclusive role of the State
dominated, not only economic conditions and performance levels, but also the whole area of
vocational education and training. This is especially true in respect of vocational training in the
school system - an area, which was relegated to the backyard of the general education system and
was, at the same time, always referred to in terms of slogans and ideological prescriptions - and of
adult training, which was handled at the level of particular interests and arrangements. The
transition to a market economy - though the changes are far from complete - has fundamentally
transformed all our lives, along with education as a whole. This is particularly true of vocational
education and training which has changed in terms of training structure and content. In adult
training, the growth of the number of students and trainees has been higher than in any other
period. This is also true of education in primary schools and can be attributed to changes in school
structures resulting in debates on content and in early selection.

4 Drawing on The Market Economy and Vocational Educ.ah'on and Training (Placgazdasag és Szakképzés), o study by D:
Andras Benedcek :
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Between 1990 and 1993, the structure of employment and recruitment was transformed -
dramatically. This resulted in a crisis in the practical training component of vocational education
and training in the school system. The crisis lasted several years and was resolved only in the middle
of the 1990s by the introduction of non-interest bearing loans and restructuring to support the
purchase of training workshops. From a narrower, pedagogical point of view, the drop in the
number of practical training places caused some disruption in schools, especially apprenticeship
schools. From the point of view of transition to the market economy, however, the real problem was
the extremely fast reduction of the number of employees and the relatively rapid transformation of
the economic structure (often referred to as ‘rationalisation’).

The ‘challenge’ that changes in the economic system change bosed to the Hungarian vorkforce was
whether their expertise, education and capacity to learn in the broader sense of the t2rm would be
sufficient to meet the new requirements of the market economy. '

The period between 1994 and 1996 saw the introduction of new statutes on the system of vocational
education and training and the regulation of the implementing procedures. These statutes
introduced the National Register of Vocational Qualifications, re-organised vocational examinations
and transformed the benefit system into an operable -cheme that matched the needs. of the economy.

In Hungary, the development of human resources, which is one of the priorities of zovernment, is
directed at improving the efficiency of the knowledge that is acquired throughout the education
system and at ensuring that it is suitable for ongoing modernisation. This reflects the recognition
that, more than ever before, the competitiveness of. the economy is determined by knowledge and
qualifications.

The extremely rapid changes in the labour market demand a flexible education system where
transferability between the various fields of education and training is fully guaranteed. Thus, it is
important to have an integrated government policy on vocational education and training as well as
an integral connection between the system of public education and that of higher education.

Vocational education and training which is removed from and is not responsive to the requirements of
the labour market can lead to a whole series of problems with regard to the employment of young
people and can even generate unemployment, which is contrary to its basic purpose. Training mistakes
are rather expensive to correct so it is important that the training system offers training prograrnmes
which are adjusted to the requirements of the labour market. Such programmes should not only enable
everyone ‘to successfully acquire a basic vocation qualification; they should ensure flexibility by
providing retraining for those who need it as well as providing support in finding employment. In
school, young people should acquire skills that will enable them to cope with the failures that they are
likely to encounter throughout their active lifetimes. They can do this if they learn to adapt themselves to
the possibilities that exist and never to act as if their studies are finished for ever. :

Between 1990 and 1996, the Hungarian system of vocational education and training got over the
crisis in practical training caused by the closure of large enterprises. Financed, partly, by central
funds and, partly, by non-interest bearing loans from the Vocational Training Fund, hundreds of
training workshops were transferred to schools. Meanwhile, the law on contributions to vocational
training and the Vocational Training Fund were also modified. This enabled social partners,
employees, employers and the chambers to participate more in decision-making, at both macro-,
and micro-levels.

After 1997, following the successful crisis management effort, new priorities came to the fore,
including;:

® the expansion of adult training into a complex concept of human resource development;

@ the increased integration of disadvantaged groups;
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" m the elaboration and introduction of comprehensive quality assurance systems;

® the application of new technologies in vocational education and training;
m the development and strengthening of vocational orientation programmes;
m the reconstruction of the occupational structure;'

s the development of vocational education and training research, and

s the strengthening of the European dimension in Hungarian vocational education and training by
means of increasing transparency and developing equivalence.

2.3.3 Special aspects

In this section, the following areas, which are key tasks for years to come, shall be explored in more
detail:

u key pillars in the international transparency and equivalence of Hungarian vocational education
and training;

m the transition from school to working life;
m key objectives in the development of the qualification structure; and
w lessons and experiences drawn from open and distance learning and their future potential in
Hungary.
2331 Key pillars in the international transparency and equivalence of vocational
educatiotni and training in Hungary '

In the period immediately after the system changed, when some Western European countries were
more willing to work in partnership, negotiations for equivalency agreements were launched with
Germany and Austria. Although negotiations with Germany did not result in an official agreement,

‘nevertheless, they were a forerunner of, and laid down foundations for, the dominant areas of

co-operation in the second half of the 1990s. Equivalence agreements were concluded with Austria
in respect of 19 vocational qualifications, some of which were new vocational qualifications
developed in co-operation by two parties to the agreement.

In the second half of the 1990s, as a response to the international situation, the aim of vocational .
education and training policy was focused on increasing the transparency of the Hungarian
vocational education and training system.

In my opinion, the comparability of vocational education and training systems and of vocational
qualifications rest on the three basic pillars.

Pillar1 Transparency of the qualification structure

The National Register of Vocational Qualifications, which was introduced in 1993, provides a good
foundation for developing the transparency of the entire vocational education and training system
from the point of view of the structure of occupations. The categorisation of the levels of the
state-recognised qualifications, which are listed in the Register according to the ISCED structure,

. was completed by 1996. This provided for easy comparability of the different levels of vocational

qualifications. The National Register of Vocational Qualifications has been continuously
modernised and updated since its introduction. The way the Register is being developed continues
to strengthen the elements that promote both transparency and permeability.
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The development of the Register was given quite an impetus by the urgent requirement to develop
central programmes and curricula. This was necessitated by the fact that training based on the
National Register of Vocational Qualifications had to be introduced in schools throughout the
education system from September 1998 and Decree No 7/1993 (XI1.30) of the Ministry of Education
stipulated that: '

‘Students may be admitted to vocational training schools for training for vocational
qualifications included in the National Register of Vocational Qualifications if the
central programmes (curricula) for the prescribed vocational subjects have been issued
and the training materials required for theoretical training are available.’

The peak period in the development of central programmes was between 1996 and 1998, which
coincided with one of the most intensive periods of international activity calling for the
! establishment of transparency in vocational qualifications.

Understandably, therefore, the guidelines for the development of central curricula also promoted
transparency and permeability in the structure of occupations. These guidelines provide a
comprehensive view of the structure of occupations in Hungary because they are the foundation on
which the central curricula are built.

Modularity

The modularising of the Hungarian structure of vocations has not been completed though the
modular structure to be established within a given vocational qualification has been worked out.
Within this, joint modules on basic subject areas have been developed for a number of occupational

groups.

There are also modules that may be used in several different groups of occupations. However, the
elements necessary for the development of specialist knowledge have yet to be identified and
organised into a modular structure in a way that facilitates the rapid updating of curriculum
content.

Modularity will promote the international transparency of vocational qualifications most efficiently
if it is possible to identify the modules that are most similar, in terms of content or the vocational
sub-qualifications they lead to, in the countries involved. The level of knowledge that is provided by
a vocational qualification is especially important in this regard.

The principle of competency

In the new curricula and programmes, the emphasis is on the overall practical and theoretical
knowledge the participant is expected to have at the end of the course, rather than on subjects or
theme gioups. For those who are not experts on education - and most employers fall into this
category -, this emphasis on competencies may, perhaps, be the most informative, as competencies
describe the vocational and personal capabilities of the individual and make it easier to identify the
jobs/ positions for which a prospective employee may be most suitable.

A competency-based approach to the international comparison of vocational qualifications may be
useful even when the vocational education and training systems of the countries being compared
are fundamentally different. This may be the case if countries that do not have state-recognised
vocational -qualifications have to be compared or if the practical expertise of a migrant is to be
recognised instead of his/her vocational qualification, as is laid down by the European Union
Directive No 42/99.
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Length of training

The numbsers of training hours for different courses have been established by the National Register
of Vocational Qualifications, along with the proportion of training time to be devoted to theoretical
and practical training. The specifications laid down in the Register allow for the possibility of
scheduling in the organisation of training (e.g., weekly or cyclical organisation) and the timetables
that are drawn up on the basis of these specifications can take into account the specific situation of
the particular school. The provision of information on how training, particularly practical training,
is organised is a key element in the promotion of the transparency of training systems on an
international level. .

Pillar 2 The question of transparency from the point of view of the institution concerned

The second important requirement for international comparison is an institutional system that is
based on a stable and transparent system of relationships.

The term ‘institutional system’ covers the tasks and competencies of the following organisations:
= public education organisations (ministries);

= training institutions;

m organisations of social partners;

B professional organisations;

m chambers; and

a institutions involved in research, development and service provision.

If the issue of the recognition of qualifications is approached from the viewpoint of the international
mobility of labour, the roles undertaken by the social partners, especially business organisations, in
the provision of training acquire particular importance. :

This is particularly true for practical training, especially for occupations that require a high level of
technological knowledge. The authentic certification of experience gained while in the employment
of a company that uses high standard technologies in a specific area may provide a better and more
reliable foundation for a migrant job seeker than a diploma that proves that s/he has a
state-recognised qualification in the same area.

The roles undertaken by business organisations in providing support to vocational training leading
to state-recognised vocational qualification are specified by Act LXXVII of 1996. The law stipulates
that the business organisations specified in the law are obliged to allocate 1.1%-1.5% of their gross
wage costs to the support of vocational education and training. Businesses may discharge their
training obligation either by paying the contribution or by organising practical training for students
from vocational training schools. '

The law provides a good foundation for the closer integration of school and work and, thence, for
the transfer of more up-to-date practical knowledge.

In addition to the snapshot of vocational education and training in the school system presented
above, an assessment of the Hungarian institutional system should include a more detailed
examination of the adult training system.

. The current institutional system is not at all suitable as a base refercnce for the development of adult
training since training for adults is provided on a profit-oriented basis, meaning that it is delivered
by commercial entities whose cycle of establishment, closing down or transformation is a lot shorter
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than that of schools. This situation was improved by Decree No 45/1999 (previously 2/1997. ML
(1.22.)) of the Ministry of Education which obliges organisations providing adult training to register
and to acquire certificates for the pursuance of their activity. At present, there are approximately
1,500 registered training organisations in the country. Over half of these are business corporations.

Pillar 3 Transparency from the point of view of consistent and high quality standards of
training

The organisation of examinations in an objective way is one of the key indicators of consistency in
the quality of vocational education and training. In Hungary, the same vocational examination
requirements are applied in adult training and in vocational education and training in the school
system. The standard and appropriateness of a given cxamination is determined by an examination
board, whose members are appointed by the ministry in charge of the vocational qualification or by
the institution designated by that ministry, by the economic chambers, by the institution organising
the examination and by the training unit. The examinations consist of a written, theoretical
component, based on a question paper which is issued centrally and treated confidentially, and oral
and practical components to be taken before the panel. This system provides a sufficient guarantee
that successful candidates have sufficient knowledge of the curriculum, as laid down in the
vocational examination requirements, irrespective of the training institution or its geographical
location. '

Furthermore, there are very substantial ongoing efforts in Hungary in the area of quality assurance
in education and training. These include the establishment, in 1999, of the National Public Education
and Examination Centre and its regional offices. The COMENIUS 2000 Quality Assurance
Programme, the programme office of which has been set up in the Ministry of Education, is also
being implemented.

In 1999, on the basis of a proposal by the National Vocational Education Council and a decision of
the Minister for Education, the National Vocational Education Institute was assigned the task,
supported by a substantial fund, of developing a quality assurance system for vocational education
and training in the school system and for adult training.

With the support of the European Training Foundation, Hungary has joined some European
programmes on the development of information systems promoting the transparency of vocational
qualifications. )

IRL 95/3485 EUROCERT: A programme aimned at helping employers to understand certificates and
diploinas

The EUROCERT project was preceded by two other projects.
» The European Study Module, under the PETRA programme 1993-94

The conclusion from this project was that, in order to create a system of recognition of
qualifications, standards need to be developed in co-operation with training programme
developers, employers and organisations in charge of examinations.

One of the main obstacles to the mutual recognition of qualifications is the lack of a uniform
language to describe the vocational education and training systems of the Member States.

5 Mutual recognition of vocational qualifications 1994-95

In conjunction with this project, a glossary of common terms used to describe the contents of
qualifications in the area of the economic/commercial sector was prepared.
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Based on the results of these two -projects, EUROCERT has identified and defined a system of .
qualification terms that is applicable in three sectors - economics/commerce, information
technology, and travel/tourism ~ in the partner countries.

The project has resulted in the creation of an insert, which uses the common lerminology to describe
the qualification, to be included in qualification certificates.

In order to improve the quality of information provision, the participating countries prepare
descriptions of their vocational education and training systems and of a number of selected
qualifications. This information is intended for publication on the Internet, primarily to provide
improved information for employers. '

The Hungarian National Observatory, representing Hungary, has joined the project, with the
support of the European Training Foundation and the Ministry of Education.

NL 953441 NETREF; Network of national reference structures pertaining to vocational
qualifications ' .

NETREF is probably one of the most promising projects in the area of developing and applying a
methodology to promote transparency. The project is headed and coordinated by the Dutch COLO
and, with the exception of Sweden, each Member State is represented by a key organisation. The
programme is particularly interesting for Hungary because, since March 1998, the country has been
participating in the programme, through the Hungarian National Observatory, as the only
non-European Union Member State. :

The key objective of the NETREF project is to develop a new decentralised approach to the
transparency of vocational qualifications. The participating countries will establish a national
reference structure. Together, these reference structures will constitute an international network that
will enable all questions pertaining to qualifications, certificates and diplomas obtained in another
Member State to be answered and understood. :

An innovative working method will be elaborated aimed at the following:

a developing a transnational exchange of information on education.and vocational education and
training systems and vocational qualifications; and

m promoting the understanding of information on vocational qualifications obtained in another
Member State.

The general logic of the project is to establish optimal information flows between local, national and
transnational levels so that persons asking for information about the value of a given qualificationin
the host country can be given fast and reliable information.

In close coordination with the NETREF project, an ‘appraisal and analysing’ project, NATNET
(F95/3742), will also be implemented. This project is developing a conceptual framework for an
efficient method which can be applied by NETREF partners as well.

2.3.3.2 Transition from school to working life

(see the detailed tables in Annex 9)

Registered unemployed school-leavers

Among the registered unemployed, young persons at the beginning of their career is still a very
significant group. As a result of the amendments to the Employment Act of 1 July 1996, which were
designed to improve the labour market position of these young people, the use of active
employment policy instruments is now favoured and the passive grant system has been abolished.
In addition to the earlier labour market instruments, which could also be used by young people at
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the beginning of their career, new types of subsidy specifically for young people have been
developed and introduced and certain services, projects and programmes have been made available
to them at labour centres and their sub-offices.

When the law was amended, the definition of the term ‘unemployed young people at the beginning of

" their career’ was also changed. In the carlier definition, only those young people who had obtained their
secondary or higher qualifications not earlier than 18 months before were included. According to the
new definition, the category of people at the beginning of their career has been extended and now
includes those young people with 8 classes of primary school or less. Currently, unemployed people at
the beginning of their career are people who are under 25 years of age (or 30, in the case of those with
higher education). This raising of the age limit means that an unemployed person ma’* remain in the
category of people at the beginning of their career providing that s/he has not béen employed for 360
days, which is the minimum employment period entitling people to benefits, or more.

Number of registered unemployed school leavers

Unemployed school leavers are a very special group among the registered unemployed. Their
number has been fluctuating for years. At the end of the school year, the number of unemployed
people at the beginning of their career usually increases rapidly and then decreases. Part of the
decrease Is due to participation in special programmes and active employment instruments
promoting employment and part to the fact that a significant portion of young people leave the
labour market temporarily either to study, to undertake military service or to benefit from the
child-raising subsidy. '

In the last five years, the number of unemployed people at the beginning of their career was lowest
in May-June of each year and highest in August and September. Like all the registered unemployed,
the highest number of people at the beginning of their career was registered in 1993. Their number
reached a peak in September, when 76,800 unemployed people at the beginning of their career were
included in the end of month registration in the labour centres. The maximum number of people
unemployed at the beginning of their career was lower in the following years and has declined
gradually for the past five years. The largest decrease took place in 1996, when the largest number of
unemployed school leavers was just over four-fifth the maximum figure for the previous year. In
1999, the pace of decline slowed down and the maximum number of people who were unemployed
at the beginning of their career declined to a much lesser extent, i.e., by only 4.2% compared to the
highest figure of the previous year. [n 1998, the difference between the current year maximum figure
and the maximum figure of the previous year also showed a very significant decline of 20% and the
maximum number within the year was less than 40,000.

. Education levels of unemployed school leavers

Since 1 July 1996, young people who have finished 8 classes of primary school or less are registered
as unemployed people at the beginning of their career provided that they meet the other criteria for
inclusion in this category. Previously, young people with low levels of education were not included.
On the closing date in December 1996, 15.5% of the unemployed people at the beginning of their
career had only primary school education. One year later, their ratio had incrcased by
approximately 7%. Thus, in 1997, more than one-fifth of the people unemployed at the beginning of
their career were young people with a low level of schooling and without specific training. By the
end of 1998, their ratio increased further and exceeded 25% of the total number of people
unemployed at the beginning of their carcer.

At the same time, between 1995 and 1998, the proportion of young people without specific genel;al
secondary qu:.ifications also declined. Compared to the peak figure in 1995, their ratio declined by
73% in the distribution of the young unemployed, based on school qualifications but excluding
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those whose highest qualification was primary education. At the end of 1995, almost one-third of
those who had finished secondary grammar school were classified as people who were unemployed
at the beginning of their career. By the end of 1998, this ratio dropped by just over 10%. The rate of
unemployment among people at the beginning of their career varies considerably according lo
school qualifications. In general, the proportion of people who are unemployed at the beginning of
their career is lowest in the groups with the lowest school qualifications. At the end of 1998, among
the registered unemployed whose school qualifications were less than 8 classes of primary school,
only 3.2% were people who were registered as unemployed at the beginning of their career, while,
among those who finished the 8 classes of primary school, it was 4.4% and among those who
finished vocational secondary school, it was 6%. These ratios are much higher among people with
higher education qualifications. At the end of the period, the average figure was 6.7%.

From a different perspective, we can see that, among the registered unemployed, more than40% are
people with only 8 classes of primary school or less, while among those unemployed at the
beginning of their career, those with similar qualifications represent a total of 25%. This also
indicates that people classified as unemployed at the beginning of their career are usually from
groups with higher school qualifications and, on average, they have higher qualifications than those
who are not at the beginning of their career.

Since the law was amended, the proportion of people with higher education among the registered
unemployed at the beginning of their career has increased significantly. Comparative data show
that this category nearly doubled during the period following July 1996. No such changes could be
found among those who were not classified as being at the beginning of their career. It can be
assumed that this increase is related to the change in the definition of people at the beginning of their
career and the extension of the age limits that change entailed. At the end of 1998, the proportion of
people with higher education was 5.3% of registered unemployed people at the beginning of their
career but it falls to only 4% if those with low school qualifications are taken into account.

Table 210  Number of registered school-leaver unemnployed
by educational attainment in 1997

Eciucational a&ainment ’ _'__l!lfrch__ 1 June | September Decex':'.\'l_;ér |
Completed primary school or less 9179 7,979 8321 9,382“
Completed apprenticeship school or 16,054 12,085 15,813 15,071
vocational school
Completed secondary vocational school or 9,039 7,334 13,092 9,541
technical school _ :

Completed secondary grammar school 6,214 4,778 8,145 6,174
Completed college, university 1,519 1,051 2,857 © 1,784
Total 42,005 33,227 48,228 41,952

Source: Monthly Reports, National Labour and Methodological Centre
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Chart 2.9  The distribution of registered unemployed and registered unemployed
school leavers in 1997 (on the basis of the monthly averages of March, June, Sept, Dec)*
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*Data concern those who have been registered in labour eentres

Chart 210  Distribution of registered unemployed school leavers
and young people leaving the school systemn
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The left cylinder shows the distribution of unemployed school leavers. We have calculated the
percentages from the number of school leavers unemployed in each month, taking the total numbers as
100 percent. Then we took the average of the percentages for six months (July-December) in each row,
i.e., for the different school types. The distribution of unemployed school leavers we got from this
calculation is indicated in the left cylinder. Since data between July and December are taken into
account, the cylinder shows those unemployed school leavers, who did not find employment in the six
months after finishing school in June or who stayed less than six months in their first place of work.

2333 The key objectives of the development of the qualification structure
Resuits of the revision of the National Register of Vocational Qualifications

Based on the input criteria, the distribution of occupations shows (with a defined maximun) that the
number of vocations that have secondary education as a prerequisite has increased, which, in turn,
indicates an increase in the demand for more highly qualified labour. Changes in the numbers of
vocational qualifications that require pre-qualifications acquired In the school system are shown in
Table 2.11.
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Table 2.11.  Number of qualifications depending on
pre-qualifications acqmred in the school system

Pre-qualification
Years Nopre-  Elementary | Secondary High : Total
qualification : schof)l‘ ) . -schogl schqol - |
. 1993. - - - - 955
o 1995 27 426 ) 435 | 8 896
——-1;;: o "“.__‘_ 47 412 463 | 11 93
----.—;;9—7—""_ h 49 413 472 9 943
o 1998 | 9 413 479 9 950
1999 43 407 492 9 951

The total number of vocational qualifications that may be acquired in the school system increased by

5-6% in the period between 1996 and 1999. The figures in Table 2.12 also show that, in most cases, the
duration of training is 2 years.

Table 2.12  Training periods laid down in the
National Register of Vocational Qualifications

- et Number of courses o
Yeus ) 1 i ' | '

*| 0Syr  1yr 15y 2ys 28y 3yrs 35y Total
1996 57 176 18 335 9 53 2 650
1997 56 173 16 349 10 . 53 2 659
1998 56 173 16| 356 10 53 2 666
- 1999 57 174 16 366 __10 55 2 680
% 8 26 2 54 2 8 0 100

There are not many training courses that last for an odd number of terms (0.5, 1.5, 2.5 or 3.5 years) in
Hungary.

The list includes the theoretical and practical training requirements of the given vocational
qualifications,

The required percentage of practical training within the training period is determined by coment
and varies from between 18 and 85 %.

Moderisation of the National Register of Vocational Qualifications

The changes that took place after 1993 necessitated a revision of the National Register of Vocational
Qualifications. This was carried out in 1998 and the key outcomes are summarised below.

u The number of vocational qualifications listed in the National Register of Vocational

Qualifications is always high. There are over one thousand vocational qualifications and this does
not improve transparency.
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m A number of vocational qualifications cannot be acquired, or can only be partly acquired, through
lifelong learning. This is because training for many of the most widely sought after qualifications
is provided in the school system and because training for second, third or further vocational
qualifications tends to be based on the assumption that the trainees have already acquired a
certain body of knowledge. :

m Itis difficult to separate vocational qualifications which are aimed at providing further training or
retraining from basic qualifications that have similar requirements. It is also difficult to establish a
hierarchy of vocational qualifications.

a The revision of the Register does not resolve the vocational education problems of disadvantaged
groups.
@ Because of the large number of vocational qualifications, it is difficult to update the contents of '

vocational education and qualifications. Requirements are not homogeneous in terms of contents
and structure,

On the basis of the experience accumulated over the period since 1993 and from the 1998 revision,
the tasks necessary to modernise the structure of vocational qualifications were identified in 1999
and a government decision on the updating of the National Register of Vocational Qualifications
was made.

The analysis of the experience drawn from education and employment in recent years, the
conclusions reached and the lessons learnt all indicate that efforts to develop and modernise the
Register in the forthcoming period should be focused on the issues of substance and content, if they
are to lead to quality improvements. The goals of modernisation may be outlined as follows:

® to develop a structure of occupations that meets the requiremerits and expectations of the national
economy of Hungary, that is in line with Hungary’s national characteristics and traditions, whose
vocational qualifications are adjusted to those of European Union Member States thereby
facilitating the task of ensuring the transparency of vocational qualifications before and after
Hungary’s accession to the European Union; :

m to create a vocational education system that constitutes a coherent system of public education,
vocational education and higher education, that enables the development of labour, tradesmen
and professionals who can quickly and creatively adapt themselves to the changing economic and
labour market conditions by acquiring broad-based vocational qualifications and meets the
requirements of individuals who want to participate in lifelong learning processes; and

m to develop and apply a method for the development and recognition of vocational qualifications
that is based on a wide soclal consensus, on the competency of those in charge of the planning and
implementation of vocational education and on a precise and fast system of procedures.

The National Institute of Vocational Eciucation is working on modernisation on the basis of these
goals. '

Changed ronditions in the continuing development of the National Register of Vocational
Qualifications

As was mentioned above, a number of line ministrics have their ‘own vocational qualifications’. The
line ministries are in charge of developing the contents of these vocational qualifications, while the
Ministry of Education is responsible for producing the entire National Register of Vocational
Qualifications. This is quite a complicated system and has decelerated the werk of the
modernisation of the National Register of Vocational Qualifications. However, a significant
structural change took place on 1 January 2000, when responsibility for some 460 occupations and
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vocational qualifications was transferred to the Ministry of Education from_ the Ministry of
Economic Affairs, which had charge of a large number of line ministry qualifications until the end of
1999. The result of this is that about half of all vocational qualifications are now the responsibility of
the Ministry of Education, which will help to accelerate the development of the structure and
content of the entire register.

2334 Lessons and experiences drawn from open and distance learning and their
future potential in Hungary

The essence of open vocational training is that the material to be learned by participants is contained

in different; high standard, information media - printed documents, audio and video cassettes,

computer memory units, floppy disks and CDs - and is issued, along with the instructions on how

toacquire and check the prescribed knowledge, withoutany substantial constraints of time or space.

Materials used in distance training can also be accessed through different kinds of networks. Over -
recent years, the methods used in open training and learning have diversified and the training

methods falling into this category are being extended to include increasingly diverse means of

acquiring knowledge.

The combination and interaction of traditional training elements (scientific and practical knowledge
and the application thereof, pedagogical values, cultural contents and background) with industrial
types of activities (assessment of demand, resource allocation, working according to plans,
economic operations, team work, organised work, quality control, marketing, management and
impact assessment) are an important feature of open training. If a wide range of people are given
access to up-to-date information technology, these methods can lead to greater equality of
opportunity in leamning and, on the social level, can facilitate the participation in efficient vocational
education and training of a much larger segment of society than is the case today.

The demand for participation in open vocational education and training, which is expressed very
clearly in professional publicity recently, also sheds new light on tele-teaching. The improvement of
vocational mobility among those already present in the labour market and the spread of
tele-working, which is suitable for resolving problems of geographical distances, are giving rise toa
more urgent demand for tele-teaching. The education system is slow to respond to this demand and
its inertla in this regard is counter to its own best interests.

For some time now, tele-teaching has been included in our initiatives as a particular expansion of the
traditional education and training system or as an enhancement of the new training possibilities for
adults. Because of the conservative attitudes of institutions and the scarcity of available resources,
the introduction of this form of education could not achieve a breakthrough on its own. Now, the
situation seems to be radically changing. Changes in the labour market and the development of the
information society require and enable much closer coordination between tele-teaching and
traditional methods than ever before. Since 1998, as part of the vocational education and training
policy of the day, new training programmes, with network options, were started. These have
provided adults with more flexible possibilities for education and training and have been
accompanied by the necessary institutional development measures.

Chart 2.11, which shows the various social groups using this up-to-date method, is based on the
programmes implemented in 1998 and 1995, and gives an indication of the integration possibilities
of tele-teaching and learning. :

Itis clear from the data that open training should be approached from a variety of perspectives. In
addition to the goal of the continued development of the occupational structure, developments from
the perspective uf the institutional system and of the target population are also to be consicered.
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On the basis of the results from 1998 and 1999, the institutional arrangements' which were used to
expand the programme are expected to be extended even further.

Chart 211  Target groups on the basc of 184 projects

None The given vocation
Continued training system 19%
o ‘
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General public L ST 6%
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Source: ST vocational education and training (Tanuhninyok a nyitott saakképzésrél), 3/1 page 182.
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3. Human resources development

3.1 Continuing training

3.1.1 General trends
(see the detailed tables in Annex 10)

The national and regional development policies take into consideration the fact that, all over the-

_ world, human resource development has a major influence on competitiveness. A good example is
provided by European Union policy for the first years of the 21 century, which aims at the
achievement of a ‘Europe of knowledge’, an idea which is directly related to current thinking on
lifelong learning,.

In Hungary, at the moment, the legislative framework has already been changed and it is very
important that the financing system is also changed to reflect the increasingly. differentiated
activities of vocational training institutions and changes in the supply of programmes. Such changes
would allow for the involvement of the employer and the enforcement of economic interests. At the
same time, it would provide citizens with the opportunity to acquire their first vocational
qualifications, followed by continuing training and retraining and would make lifelong learning a

general practice.

If Hungary intends to meet the challenge, which all developed countries have to face, we will have
to significantly increase the amount of time adults spend in basic vocational training. On a
longer-term basis, we will have to provide training opportunities, with financial and legal
guarantees, for people who are already at work. Another task to be completed and resolved on a
short-term basis is to change the financing system of vocational training, particularly the vocational
training contribution system, in order to encourage the provision of human resource development
programmes and the activities of economic organisations.

Human resource development includes both in-school and non-school vocational training. The
previous chapter dealt with training provided in schools. In this chapter, we are going to look at the
characteristics of continuing training in Hungary.

Vocational training outside the school system is vocational training for adults who have already
completed their school education. This training does not take place on the basis of centrally
prescribed programmes or curricula. Vocational training outside the school system may be aimed at
the acquisition of national vocational qualifications, in which case the training requirements are
identical to the requirements used in the school system. Vocational training outside the school I
system can also be specific training for particular jobs. This can lead to a certificate, but not to a
state-recognised certificate or qualification.

The curriculum, i.e., the subject matter and duration, of any training course outside the school
system is decided by the organisation providing the training. The 1aajority of employers are
engaged in economic activities, while approximately one-fifth of employees perform public tasks or
services.
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Training inside and outside the school system are similar, in that both must meet the requirements
of the labour market, but there are also differences between them because the basic tasks of the two
sets of institutions are different.

One area that should be mentioned is training for vocational qualifications, which are not
acknowledged by the State. This is clearly a legitimate area of training activity and it can even
happen that, in a certain region or at a certain workplace, specific vocational qualifications must be
acquired. ‘

From a legal point of view, lack of recognition by the State merely means that the training
organisation undertakes full responsibility for the content of vocational training courses.

3111 Definition of vocational training outside the school system
}>Basic vocational training, which is the foundation of vocational training

Basic training provides participants with the opportunity to learn about the basic and main work

processes of several different trades, e.g., the paper industry, the leather industry, metalwork etc,,
and also to try out the work involved so that the participants can chose the trade, subject and skills
which are most suitable for them. :

P> Training leading to official qualifications recognised by the State (Hungarian abbreviation: OK])

This is training that is required for filling certain jobs, performing activities and taking up a
specific occupation and can lead to the acquisition of vocational qualifications listed in the
National Register of Vocational Qualifications.

$>Training not leading to National Register of Vocational Qualifications vocational
qualifications but required for jobs and employment

This is training for the acquisition of skills and knowledge required for a specific job, occupation,
employment or activity.

$> Further vocational training

This is training, as a result of which additional professional knowledge and skills are acquired in
order to perform professional activities at a higher level. Training preparing participants for
master examinations also fall into this category.

}>Specilal needs trﬁning for people in a disadvantaged situation or with impaired working
abilities -

This includes all kinds of training, designed to help disadvantaged people to use their vocational
qualifications, to improve their chances of finding employment and to help them find a job.

$ Training to promote employment and enterprise

This category includes all kinds of training which improve the employment chances of the
participants and help them find work through the development of personality and communication
skills, job-finding techniques and basic enterprise theory. These elements are usually added on to
specific training aimed at the acquisition of a particular vocational qualification.

B Training for jobe in transport, telecommunications and the water management authority
» Other
This category includes language training and various kinds of further training,
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The following training activities are not usually classified as training outside the school system:

. w post-graduate training organised by higher education institutions, aimed, for example, at

acquiring a second diploma;

® university and high school (college) preparatory training which does not lead to a specific
qualification;

® training in accident prevention, first aid and other regular training sessions to update certain
skills and knowledge in particular trades;

® professional conferences, consultations and other events not held for education purposes; and

m training courses and examinations to prepare participants for the basic and special examinations
in economics.

During the last ten years, the most dynamic part of the education system has been special training
outside the school system. The approval of the Vocational Education Act in 1993 made the structure
of the vocational training system, and its specific features, clear. It is typical of the system that the
market impacts on the way it operates. This is reflected both in financing and in levels of
participation. A smaller percentage of funding comes from public expenditure, the behaviour of
participants is also influenced by the market and most of the training organisations are, themselves,
market participants. This also means that the economy has a direct, significant impact on this sector.
The requirements of the economy have encouraged the institutional system and the participants in
training to be flexible and to adjust easily to using different sources of finance.

A new element in training outside the school system, which also illustrates the market mechanism
very well, is a provision of the Act on Vocational Training which lays down that a training
institution must enter into a training contract with participants. The Act also specifies the elements
that must be included in this contract, though additional elements can also be included. The contract
establishes a legal relationship, based on civil law, between equal parties, i.e., training is established
as a joint intention and is based on co-operation. One could say that the participant is the client and
the training institution is the supplier. The training contract should contain provisions on:

m the qualifications and the skills and knowledge to be acquired;

m the method of training;

m the organisation of the examination;

m the place, term and schedule of the training;

m the consequences of any negligence on the part of the participants or the training institution; and
u the training fee and the method of payment.

The clients, who pay the fees, need not necessarily be the ones actually participating in training. The
contracts assure that the training process can be controlled and regulated through the payment of
the service fee. The fact that the participants and the payer of the training fee may be different, i.e.,
that the paity paying the training fee can be the labour centre or the employer, can lead to several
problems. For example, clients and participants can differ in their assessment of the usefulness of the
training. The objectives of the participants can also be different than those of the financier but the
supplier will definitely meet the requirements of the client. If the difference in objectives is
significant, it will have an impact on the efficiency, the effectiveness and, ultimately, the quality of
the training. The introduction of the training contract has significantly improved the transparency of
vocational training outside the school system, provides legal security for the parties participating in
the training and also fulfils certain consumer protection functions.
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3.1.2 The institutional sysiem

The institutional system that has developed for vocational training outside the school system for the
last ten years or so has three basic elements and this is reflected in the Decree of the Minister for
Education No 45/1999 (previous was 2/1997. ML (1.22.)) on the terms and conditions for the
commencement and continuation of vocational training.

Up to 31 March 1998, 1,024 institutions received a certificate, which allowed them to engage in
vocational training. Of these institutions, 37% are organisations supported by public funds, which
means, for the most part, schools, higher education institutions and state-owned institutions but also
regional human resource development and training centres. Non-profit institutions, i.e., foundations,
associations and companies operating for the benefits of the public represent 12.4%, while
commercial organisations, Le., various types of companies, partnerships, limited liability companies
and shareholding companies, represent 50.6%.

This breakdown according to type of organisation is very important because different regulations
govern the different types of organisation. Organisations supported by public funds receive local
government and/ or state funding for their basic functions, the amount of which varies. In general,
however, it does not cover total expenditure and the organisations are obliged to generate their own
revenues. This they can do through their core activities, which are obviously education and training,
or through various business activities, These two types of activity must be distinguished very clearly
in their books and records because the revenues generated from the core activities of the institutions
are regulated by the Finance Act, which regulates the economic activities of the institutions.

The regulations on business activities are identical to those governing the activities of business
organisations. Two features must be outlined here. The first is the fact that organisations supported
by public funds, with the exception of regional human resource development and training centres,
engage in vocational training outside the school system as a supplementary activity. This is
especially true of schools. Revenues generated from these activities represent additional funding for
their operation and financing. We should also note that several local governments which run schools
take part of these revenues and/or they take them into consideration when the next budget is being
planned, ie., they are calculated into the revenue base. Schools do not consider training outside the
school system as a core activity but they take it on for business considerations. The guaranteed
transfers they receive gives them their security, but they are often very low. Even so, they are
enough to cover certain expenditure occurred in the provision of training outside the school system
in advance.

The State budget supports the core activity of the training centres, which is the provision of
vocational training outside the school system. However, the support they receive does not cover
their operating expenditure or even the training expenses so that they have to generate income from
their core activity as well.

Foundations, associations, or companies that operate as non-profit organisations participate in
training as suppliers performing specific tasks. Their economic activities are governed by the
provisions of the Non-profit Act and other regulations on economic organisations. Companies
established for the benefit of the public can apply for the legal status of a non-profit company and be
reclassified as a non-profit organisation. Public foundations can also be non-profit organisations if
they apply for that status and meet the legal requirements i.e, if they are engaged in non-profit
activities, one of which, according to the law, is training and education, and are engaged in business
activities only to perform and achieve their non-profit objectives. The other condition is that they do
not distribute their profits but use them for the achievement of their non-profit objectives.
Non-profit organisations are entitled to the benefits specified by law but, in addition to the rules
specified above, the regulations ensure the transparency of their economic activities: the level and
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source of subsidies to them must be published in the press and information on any benefits provided
by non-profit organisations should be made available to anybody who wants it.

Contmercial organisations (partnerships, limited liability companies and shareholding companies)
conduct their economic activities using their equity and revenues. Their operations are governed,
primarily, by the provisions of the Act on Economic Associations and the current tax regulations.
They try to generate their revenues from the training market. The training market, as has been
mentioned before, operates like other sectors of the economy and it is defined by the demand and
supply ratios. However, at the moment, the training market is still a ‘quasi-market’: the largest client
is the State itself though the portfolio of orders coming from the private sector is also increasing
gradually.

. The activities and conduct of the three market participants described above are influenced by legal
regulations. Education and training is a heavily regulated area and, therefore, the flexibility of
training suppliers and ability to adjust to specific requirements is limited. This is specially true for
those types of training, which are paid for from state funds.

3121 Main types of training institutions
The main types of training institutions are:

m legal entities engaged in vocational training as a core or supplementary activity (state-owned
' companies, trusts, other state-owned economic organisations, organisations supported from state
funds, legally based co-operatives, associations, joint venture companies, limited liability
companies, shareholding companies, non-profit organisations, associations, public agencies,
companies established by certain legal entities, subsidiaries and foundations);

m business organisations without a legal entity (limited partnerships, unlimited partnerships); and

8 private contractors.

3.1.3 Participants in training

The users of the continuing training services, i.e,, students, pupils and participants, can be classified
into two large groups according to their status under the employment law: employers/employees
and unemployed. ' .

Currently, state funds can be used to support the training of unemployed people and people
threatened with unemployment. Employers who are obliged to pay mandatory vocational training
contributions can spend some of these to train their own employees and/or to support their
training,

If the students are classified on the basis of who finances their training, we can distinguish between

three groups: those whose training is financed by the employer; those who pay their own tuition fee
and those whose training is supported by the labour centre.
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"Chart31  Number of people involved in vocational training outside the school
system classified according to who paid the tuition fees in the first half of 1998

Employer '
1% Labotllg ?(‘,!enue

Individual < - _ .
16% r R : g, VET contr.

Source: National Statistical Data Collection Programme data supply

The National Statistical Data Collection Programme data for the first half of 1998 do not show what
the most frequent source of finance is because the people providing the data indicated other sources
in 51% of all cases (most probably because they did not want to reveal who the financier was).
However, the reported data do show that a high percentage of training is financed by the county
labour centres and by individual trainees.

- 314 Funds

The most important feature in the financing of vocational training Zor adults outside the school
system is that direct state, i.e., budgetary, funds are not involved. Part of the funding required for
the training comes from the budge, but the source of the funds is not the state budget but an extra
budgetary fund.

This means that adult training is supported by public expenditure but the distribution of funds for
this purpose follows a different mechanism. The Labour Market Fund is an extra-budgetary state
fund, which is managed by the Minister for Social and Family Affairs, The right of disposal over the
fund is shared between the Minister and the steering committee of the Labour Market Fund
(Hungarian abbreviation: MAT), which is a tripartite organisation made up of representatives of
employees, employers and the government. The steering committee makes autonomous decisions
on the allocation of the resources of the Labour Market Fund, the allocation of the Employment
Fund to centralised and decentralised bodies, the introduction of employment and training
programmes ctc.

As was indicated before, there are three other sources of finance in the training market:
m the employer,

m the individual, and

n the county labour centre.

Recently, several foundations have been established for the purpose of financing training and for
contributing to the training of people from disadvantaged groups.
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The county labour centres can provide support for the training of the registered unemployed and of
those employees whose jobs are at risk and who are threatened with redundancy. The award of the
subsidy and the actual amount paid is at the discretion of the labour centre, The decision can be
influenced by-the provisions of the Decree of the Minister for Education No 6/1996 (VIL. 16) on
employment promotion support and by support provided by the Labour Market Fund to manage
the crisis in employment. :

In general, the labour centre provides 80 to 100% of the cost of training and the outstanding amount
is covered by the individual. The decree specified above has a regulatory impact on training
expenditure, since the appenclix of the statutory regulation details the expenditure that can be taken
into account for the purpose of reimbursing expenses and this has an influence on the level of the
training subsidy. On the basis of the decree, the maximum level of eligible expenditure, expressed in
HUF per person, per hour and per area of study, (classified on the basis of the National Register of
Vocational Qualifications), was published in an official announcement. These cost limits assisted the
activities of the labour centres: in accordance with the provisions of Section (2) Article 3 of the decree
referred to above, a list of vocational training institutions has to be created each year in which, if
other terms and cor."itions are met, all institutions, whose training proposal and offer do not exceed
the standard costs, have to be included. However, it was found that the offers made by the
institutions are, generally, close-to the maximum and/or the individual norm per one hour of
training can be reduced as the training period increased, which allows the institution to make an
offer which falls below the maximum cost limit.

The datzbase used to determine maximum costs was the National Statistical Data Collection
Programme database, which clearly indicates the average market price of the various vocational
training courses. There was, of course, a need for weighted average figures but the standard
normative costs were based on real, current costs.

315 = Data on vocational training outside the school system

At the moment, data on vocational training outside the school system can be collected from two
sources. Data on vocational training outside the school system (courses) are included in the national
statistics database collected by a labour organisation within the framework of the National Statistical
Data Collection Programme (Hungarian abbreviation: OSAP). On the basis of the Act on Vocational
Training, a ministerial decree requires institutions engaged in vocational training outside the school
system to be registered and this registration is currently managed by the same labour organisation.

There are, therefore, two separate types of information. The National Statistical Data Collection
Programme data, in principle, contains the most important data on every training course that has
started and ended in a given period, while the official register of training institutions contains the
most important data on each training institution engaged in vocational training outside the school
system. The official register of training institutions outside the school system contains data on all
registered institutions of this kind, while the statistical data on training courses contains information
only on those institutions and courses which were active at a given point in time. ’

The data on vocational‘training courses outside the school system are collected by those responsible
for vocational training within the framework of the National Statistics Data Collection Programme,
on the basis of the provisions of Act LXXVI of 1993 (on vocational training).

On the basis of the provisions of the Act on Vocational Training, the institutions engaged in
vocational training outside the school system give the data on each training course started and
completed by them to their county labour centre, using a national standard reporting form.

These data are collected all over the country and analysed once every six months or once a year.
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Within the framework for the collation of statistics data, the data on vocational training courses
outside the school system were processed for the first time in 1995 and have been collected every
year since. Each year, data on approximately 4,000 vocational training course and approximately
100,000 participants have been regularly included in the statistics.

The volume of these data increased by 27% during the first six months of 1998.

Since 1 January 1998, in accordance with the provisions of the Decree of the Minister for Education
No 45/1999 (previously 2/1997. ML (1.22.)), only institutions registered by the relevant authority
engaged in vocational training outside the school system. The registration is carried out by the
county labour centres. The national and county lists of training institutions are included in a
separate chapter “Officially registered institutions providing vocational training outside the school
system” in the official register.

Within the statistics system, training suppliers are defined as those who are engaged in training,
either on their own initiative or on assignment, and have an official institutional registration number
assigned to training institutions engaged in vocational training outside the school system.

Any employer who has more than 10 employees, as defined by the Employment Law, is obliged to
report on any training conducted by him/herself that falls within the scope of the Act on Vocational
Training. If the employer assigns an external institution to provide training for his own employees,
the institution engaged in the training is also obliged to submit a report.

3.1.6 Main characteristics of vocational training outside the school
system :

In 1998, a total of 5,363 training courses, in which a total of 103,675 people took part, were reported
to the county labour centres. The ratio of people benefiting from support on the basis of the
provisions of the Employment Act was 36% (37,374 persons). '

Of the reported courses, 75% were aimed at the acquisition of vocational qualifications
.acknowledged by the State (National Register of Vocational Qualifications) and 78% of participants
in these courses completed their training.

Chart 3.2  Training courses outside the school system, 1998
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In the statistics system, two identifiers are used to analyse vocational training. One is the code the
training course is given in the National Register of Vocational Qualifications (OK]J) and the other one
is the code in the Uniform Classification System of Occupations (Hungarian abbreviation: FEOR).
These identifiers can also be used, with some exceptions, for vocational training, which is not listed
in the National Register of Vocational Qualifications. The code in the Uniform Classification System
of Occupations indicates the job which is most typically taken up by those who have completed the
training course in question. The National Register of Vocational Qualifications codes indicate,
among other things, training conditions and other requirements for acquiring the specific
qualification, though they also provide a basis for analysing the content of training courses.

Chart 3.3  Training courses by sector
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According to data from the Uniform Classification System of Occupations (FEOR), the most popular
training courses in 1998, compared to previous years, included courses for:

m technical occupations;

m economic, banking and other administrative work;
m trade and catering positions;

m machine operators;

® non-material services;

m health care occupations; and

® jobs in the iron and metal industry.

The number of participants who enrolled on these courses represented 79% of the total participants.
The remaining 21% were spread among the remaining 31 Uniform Classification System of
QOccupations groups.

In 1998, a total of 43% of the vocational training courses outside the school system were aimed at the
acquisition of secondary education qualifications and 46% were aimed at primary-level
qualifications.
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3.1.6.1 Breakdown of the institutions engaged in vocational training outside the
school system

Of the institutions engaged in vocational training outside the school system and reporting their data
in the first half of 1998, 45% were legally constituted private companies, 33% were organisations
supported by public funds or their agencies and 8% were non-profit organisations, The core activity
of 78% of the total was the provision of training services in different sectors of the economy. ‘

Chart 3.4  Types of organisations engaged in vocational education
and training outside the school system
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Institutions engaged in vocational training outside the school system

On the basis of the provisions of the Dzcree of the Minister for Education No 45/1999 (previously
2/1997. ML (1.22.)), the Budapest and county labour centres registered a total of 1461 institutions
engaged vocational training ouiside the school system up to 31 December 1998. These institutions
registered a total of 9,012 training courses. (Specific qualifications can be acquired in several training
institutions too.)

Twenty-five percent of the institutions engaged in vocational training outside the school system and
included in the official Hungarian register are situated in Budapest, and 68.5% in the counties.

The registration records provide information on the areas of activity the organisations are engaged
in and on the type of organisation they are.
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31.6.2 Areas of activity of institutions engaged in vocational training outside the
school system

Chart3.5  Areas of activity of institutions engaged in
vocational training outside the school system
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Of the institutions included in the official records of the authorities, 75% are engaged in training as
the core activity. -

Of the institutions whose engagement in vocational training outside the school system is their core
activity, 58% are specialised in adult and other training activities and are public education and

higher education institutions.
3.1.6.3 Types of organisation engaged in vocational training outside the school
system

The breakdown of institutions engaged in vocational training and included in the official records of
the labour centres into different types of organisation is shown in the Chart 3.6.

Chart 3.6  Breakdown of the institutions engaged in
vocational training outside the school system
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Chart3.7  Areas of vocational training covered by the
9,012 special training courses in the 1,461 registered institutions
engaged in vocational training outside the school system
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To summarise, the provision of training outside the school system is dominated by courses in
industrial/ technical, economic, commerce and tourism subjects.

3.1.7 Quick Start programmes

The ‘Quick Start’ programmes are irregular forms of training, from both a methodological and a
financial point of view. Their aim is to use training to satisfy the staff needs of employers. They are
financed by the central Employment Fund, the county labour centres (the decentralised
Employment Fund) and the employers’ contributions. The three sources of funding represent the
three parties in whose interest i' °s to have the training carried out and their involvement is designed
to ensure maximum co-operatiu,1 in its implementation. In 1998, a central programme was launched
to provide training for approximately 2,500 persons. The programme was allocated HUF 50 million
central support, which was supplemented by HUF 50-50 million provided by the local labour centre
and the employers.

3.1.8 Continuing vocational training financed by enterprises

Vocational training contributions, which is one of the three sources of financing for vocational
training, comes from payments by enterprises. The total contribution is 1.5% of the labour costs in
each company. The amount of vocational training contributions paid by entrepreneurs and
companies was HUF 25,061 million in 1997. Enterprises are allowed to use part of their
contributions, or 0.2% of their labour costs, for training for their own employees. In June 1999, the
Parliament agreed to raise that amount from 0.2% to 0.5%. The total amount of vocational training
contributions spent on company (in-service) training in 1997, was HUF 7,275 million. In general,
enterprises spend about 2-2.5% of their labour costs on such training. However, companies that are
in the phase of expansion or are in strategic sectors, spend much higher proportions of their labour
costs on in-service training. For example, ABN-AMRO spent 5% of its total labour costs on in-service
training in 1997.
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3.1.8.1 Continuing vocational training organised by enterprises for their employees

The provision of in-service training for employees is a characteristic of large enterprises in the
industrial production sector. Associations of enterprises in the same sector also come together to
organise vocational training. The Bank Association, which is an institution for training bankers, cai
be mentioned as an example. These types of training do not always lead to state-recognised
qualifications for participants, but qualifications which are often required by enterprises/employers
in different professions, (banks in this case) can be obtained.

Internally and externally organised training at enterprises

In the Hungarian system, small and medium-sized enterprises mostly provide training by engaging
external providers (schools or training centres) whereas, large enterprises carry out their own
internal training, Large enterprises usually rent premises and equipment from schools or training
centres but they organise all the other aspects of the training themselves. Both trainers and
participants are employees and the syllabus is drawn up inside the enterprise (e.g., the Ford factory
in Székesfehérvar). ~

Number of employed who have received training in a given year

Table3.1  Total number of employed
who participated in training in 1998

1998
Number of employed who have received training 250,000

Source:  Ministry of Education and Ministry of Svcial and Family Affairs

Table 3.1, which shows the total number of the employed taking part in training outside the school
system in 1998, includes those participating in language training and in non-vocational training.
Since, in Hungary, employers are not obliged to provide a comprehensive report on the training and
education of their employees, this figure is an estimate, calculated by experts from the Ministry of
Education and the Ministry of Social and Family Affairs on the basis of the availeble data and the
financial reporting system on all training carried out in the framework of active employment
measures.

In Hungary, there is also preventive training aimed at protecting the employed who are at risk of
becoming unemployed. Table 3.2 provides data on the numbers of employed taking part in
preventive training financed by the Labour Market Fund.

In addition, there is preventive training financed by the enterprises. There are no data available on
this kind of training, Some collective agreements in enterprises cover preventive training for the
employed, in case of company restructuring or closure.

_Table3.2  DParticipation in preventive training, 1993-98

1993 ! 1994 1995 l 1996 l 1997 l 1998

Numbe- of employed participating 3,024 4,632 4,676 5,280 4509 | 4122
in preventive training

! Source: National Labour and Methodological Cenlire, Snapsliot of the Labvur market

6 LEST COPY AVAILABLE
v 84

IToxt Provided by ERI

Q
ERIC.c oy s



National Observatory Country Report

Table 3.3  Number and percentage of unemployed participating in vocational training

1994 1995 1996 1997 ! 1998

Number of unemployed participating in 89,295 66,506 66,700 71,484 75482
vocational training '
Number of unemployed participating in labour 49 43 3.8 4.3 49

market training as a percentage of the yearly
average number of registered unemployed

Source: National Labour Methodological Centre. The fable has been calculated by the Statistics Analysis and Information
Department of the National Labour Methodological Centre

Table 3.4  Employment situation of unemployed
after vocational training

1998

Employéd as a percentage of unemployed 3 months 47.7%
after finishing labour market training

Source:  National Labour and Methodological Centre . \

An examination of the situation of the unemployed after participating in labour market training was
of essential importance in the beginning of the 1990s, when well-trained and talented, as well as
unskilled, people, lost their jobs as a result of the economic and political transformation of Hungary.
Since 1994-1995, however, the unemployed seem to be part of a core group whose situation is not, in
general, improved by training. '

In the present system, the labour centres, which have been set up in every county seat and in the
capital, continually observe the demand and structure of the labour market and prepare calculations
and forecasts on occupations that are likely to be in demand by employers in the short and long
term.

On the basis of these calculations, the labour centres identify the priority groups of occupations in
their regions. The centres support training only in the occupations that fall into these priority
groups. As a result, the unemployed participating in training supported by the labour centres,
acquire skills that meet labour market requirements and are able to find jobs. In addition, the labour
centres carry out career orientation tests for participants to examine their skills and ability to work in
a given occupation, If a person is deemed not suitable for the occupation in question, the labour
centres suggest training in another area. This procedure helps the unemployed to find an occupz .n
that is suited to his/her skills and personality.

Two types of training are available for the unemployed in labour centres:
occupational training; and

general training to supplement participants’ education with additional subjects such as languages,
informatics etc. '
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- 3.1.9 Support to small and medium-sized enterprises in terms of

training and advice’
3.1.9.1 Training

Support to small and medium-sized enterprises in the area of training has been provided from the
European Union through the Phare Small and Medium-sized Enterprises and Private Sector
Development Programmes since 1991. The programmes are managed by the Hungarian Foundation
for Enterprise Prozotion (HFEP) and its national network of business support agencies (Local
Enterprise Agencies ~ LEAs).

The training programmes have, in most cases, covered the following topics:
m marketing; '

® general business management;

m small business portfolio management;

m training of small business consultants;

B loan appraisal and credit management;

W corporate governance;

u networking; and

m programming and organisation.

Training on basic entrepreneurship is provided through Local Enterprise Agencies whose object is
to transmit information on changes in the legal-economic environment and to organise short,
professional seminars. The Local Enterprise Agencies survey demands, review specific local
requirements, draw up detailed curricula and select trainers through tenders, as well as providing
their own professional trainers.

Further training topics include:
® how to start a business;

® communication;

= foreign trade;

= marketing;

& financial issues;

® customer service;

m training for sales representatives;

m business languages (English and German);
u business planuing; and

@ study tours

§ Source: Demands of Small and Medium-sized Enterprises in the Ficld of Education and Consultancy, Research papers
of the Hungarian Foundation for Enterprise Promotion
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$3.1.9.2 Training for special target groups (farmers, adininistrators, truck drivers,

media managers etc.)

According to a recent survey on training and consultancy' needs, small and medium-sized
enterprises tend to participate in the following types of training or extension programmes:

m professional courses (e.g, in tourism or languages, with a certificate or diploma at the end);
m optimal choice of regulatory system;

® computer courses;

m finance, loans, credits, available suppart schemes frou commercial banks;

® business ethics;

m foreign trade; and

m special short courses in taxation and social security changes.

The training support to small and medium-sized enterprises can be considered fairly developed
though there is a need to continue with specialised courses.

3.1.9.3 Advisory services

Advisory service support to small and medium-sized enterprises has been provided by the
European Unjon through the Phare Small and Medium-sized Enterprises and Private Sector
Development Programmes since 1991. The programmes are managed by the Hungarian Foundation
for Enterprise Promotion and its national network of business support agencies (Local Enterprise
Agencies - LEAs).

Bilateral donors, such as the German government, and the Hungarian government have also
provided considerable support for the management of supported advisory services to small and
medium-sized enterprises. There are, in effect, two types of consultancy and advisory services:

m basic level (client service) consultancy; and
m higher level (specialised) consultancy.

Start-up support for micro, small and medium-sized enterprises are provided through both types of
consulting services. Basic level consultancy provides basic financial, legal, marketing and other
information connected with the launch of a new enterprise as well as information on financing and
training opportunities. This type of consultancy is provided by Local Enterprise Agencies,
chambers, business organisations and Euro Info Centres. Specialised consultancy services are
available from Business Innovation Centres and private consultants.

Clients with specialised queries may be referred to special advisers. The client service consultancy is
usually free of charge or has a low fee. Specialised, high-level consultancy is provided at market
prices. Supported schemes, however, exist with bilateral and government aids. The Hungarian
Foundation for Enterprise Promotion works in association with sume 250 independent consultants
and, with this arrangement, has provided some 6,000 consultations since 1990.

The advisory and consultancy support to small and medium-sized enterprises can be considered
fairly advanced though small and medium-sized enterprises must be provided with continuous
financial support to utilise the specfal services which are provided at market prices.
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3.1.10 Trends on offer and the demand of management training courses for
companies

The Hungarian National Observatory has carried out a survey in this specific field, with a view to
identifying trends rather than presenting simple facts and figures. The research was primarily -
aimed at companies in the public service, the pharmacology, finance, heavy industry, agricultural -
processing and car imports sectors and the electronics industry. All data that appears below are
based on information supplied by companies that were interviewed on the basis of questionnaires.
The companies’ names are replaced by the sectors they belong to.

* Responses received from both the companies and the relevant higher education organisations,
indicate that the demand for the training of companies, enterprises and managers meets or slightly
surpasses the supply and offer in this field.

In Hungary, almost all companies employing 50 to 5,000 employees organise training. The training
is carried out either within the enterprise or with the assistance of training institutes, ie.,
universities, colleges, business schools and other companies, selected by the company itself. Our
research indicates that all such training is financed by the company.

The supply of management training courses for companies is quite developed. Most companies
train their managers within the enterprise and several firms have their own education institutions or
departments. Companies with more than a thousand employees tend to organise and to coordinate
the work and activity related to training within their own organisations. The same goes for
analysing and determining the needs of both the enterprise and its managers for well trained and
up-to date business experts. The organisers of the training programmes harmonise the curricula and
details of the training course with daily requirements in the fields in question. All aspects of the
training are financed by the companies. The percentage of wages spent on training ranges from 0.4%
to 6.5%. All in all, it can be concluded that the large companies and enterprises have established
quite efficient fusther training methods and spend sufficient sums on business education.

The table below shows the percentage of wage costs spent on training per year in the following
fields. It clearly indicates that while a relatively low wage cost percentage is spent on training in the
traditional agricultural and processing industries, those large compariies that are either in the phase
of expansion (e.g., electronic production) or represent strategic areas (e.g., financial sector including
bank and insurance), spend outstanding percentages on further training.

Table3.5  Percentage of wage costs spent on training

% of the wage
Company sector cost spent on
o em ebie . . . . uaining

Agiculiual processing Industry | oa%
Electronic production ' 5.76%
Heavy industry 2-3%
Chemical industry . 1.6%
Financial sector e ~6.5%
Public service sector ~ 1.5 -2%

Source:  Based on the resulls of our research
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There are two types of training courses, i.e, training within the company carried out by company
personnel and training carried out with the help of universities, colleges, business and training
schools, employed as subcontractors or training providers. The use of these two types of training is
shown in Table 2.18. :

’

Table3.6  Provision of training in-house and by outside providers

e
* Compryscan | TmpEI | T e
Agricultural production 30% ) 70%
Electronic production 95% 5%
Heavy industry 50% . 50%
Pliarmaceutical industry - 10% 90%.
Financial sector 85% 15%
Public service sector 0% 100%
Bank sector a 40% 60%
Car imports | - © 80% 20%
Chemical industry 60% 40%

Source: Based on the results of our research

The average duration of training for managers also varies. Most courses cover a curriculum which
requires 20-120 classes per year. The duration of training for managers is often 20% less than for
other employecs.

Table 3.7  Duration of training for mahagers

Sector 5 Length ;‘
Banking 3.5 days/year
Insurance 543 days
Electronic production industry 18 days/persons
Agticultural production industry 7.5 days/year
Heavy industry ' 5 days/year
Chemical industry . 5 days/year
Car imports ) 5 days/year

S.arce:  Based on the results of our rescarch
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3.2 Training for managers and administrators

3.2.1 Legislative background, general terms and conditions
(Master in Business Administration)

The requirements for further training, i.e., specialisation leading to a second diploma, are laid down
in the February 1999 Decree of the Minister for Education. This decree also regulates the Master in
Business Administration (MBA) degree. According to the decree, the course fora MBA should last:

m for at least one year, in the case of day courses; and
u for two years, in the case of evening or correspondence courses.
In no case can the course be less than 800 hours.

Training can be carried out through a foreign language or in both Hungarian and a foreign
language. In addition to the final examination, students must take a language examination in the
given language. If these terms and conditions are met, the accredited MBA course can lead to
specialist qualifications which are officially recognised in Hungary, e.g., university economist
specialist in business administration or business administration manager.

Until the beginning of 2000, only state universities and institutions that were officially recognised as
issuing certificates and offering MBA courses were accredited. In the case of the latter, the courses
were launched even before the training requirements were published and this automatically
resulted in official recognition.

Diplomas received at non-accredited MBA courses can be recognised by going through particula~
procedures.

3211 Acknowledgement by the labour market

It is mainly multinational companies who look for managers with MBA certificates. For the majority
of Hungarian companies, this diploma does not represent a major advantage and it is not yet a
condition for employment.

In the case of the employees, the company typically takes over the payment of the tuition fee, in part
orin full, and may even offer study leave to cover the time spent on consultations or examinations.

The majority of persons with a MBA diploma have a secure position on the labour market. For
example, on the basis of the records kept by one of the private companies who run MBA training,
two-thirds of the students that finished the course six years ago were employed at a higher position
immediately after the acquisition of the MBA diploma and their salaries increased by 45% in the first
year.

3.21.2 Motivations for students enrolling for MBA training
Higher salaries and faster career development

In the largest telecommunications company in Hungary, tuition fees of employees on the MBA
course is paid by the company and participants who successfully complete the course are
automatically promoted. In a major Hungarian pharmaceutical company, every employee with a
MBA degree is empioyed as a manager. However, in several information and telecommunications
companies, employees with a MBA degree do not always obtain fast promotion.




IToxt Provided by ERI

Q ‘ .
C ted by [IIya.EDRS

National Observatory Country Report

Updating knowledge »
Many applicants start their MBA studies in order to refresh their knowledge in their respective field.
Employment expectations

Managers with a MBA degree demand high salaries, which many companies in Hungary cannot
afford. Smaller companies do not specifically acknowledge the MBA degree. Hungarian employers
sometimes consider managers with this degree to be over-trained and, in extreme cases, managers
may not even disclose the fact that they have a MBA degree. :
3213 Training institutions and characteristics of the training

In Hungary, MBA training is provided by state universities and private schools.

The number of applicants is rapidly increasing every year. According to the data collected from the

~ training institutions, in 1999, nearly 1,500 students were take_n on by the ten training institutions

involved, compared to approximately 900 in 1998

However, the dropout rate from MBA training is high. For example, of the initial 140 students
starting the first year at Janus Pannonius University of Sciences in Pécs JPTE), only 50 reached the
last semester in 1999 and only 30 managed to get their diploma.

The training institutions issue:
® a Certificate in Management (CM) to their students after the completion of one year, and
s a Diploma in Management Studies (DMS) certificate after two years.

Most of the private schools are not accredited. They usually do not have their own teachers and tend
to depend on invited lecturers. Very often, the students come together only for practical training and
learn everything else individually at home using electronic textbooks, tapes and videotapes. If there
is a need, they can contact their tutors through the Internet and it is possible to take most of the
examinations in ‘virtual classrooms’.

The MBA courses in state universities are more similar to traditional university courses and there is
more emphasis on theoretical components. At the same time, the reputation of this training is
increased by the fact the universities are involved in providing it. The universities have organised
group consultations to apply theory to practice and to test the skills of the students, but there is some
doubt aboitt the efficiency of these exercises.

The private schools offer periods of study abroad, of varying duration, and provide opportunities
for the students to gain different kinds of experience. At state universities, most of the students have
to organise these types of activity for themselves. In many cases, this does make a really significant
difference because the students can organise different experience in Hungary, but the experience
abroad is very often useful when looking for a job.

Sometimes the tuition fee paid at state universities is only a fraction of the amount paid to private
schools. The cheapest Hungarian tuition fee payable at state universities is about one-tenth of the
amount students are requested to pay in the most expensive Hungarian private company.

The private institutions providing management training do not make significant efforts to have their
MBA training recognised by the State.
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Some institutions simply refer to the fact that students do not have recognition. Others hope that
accession to the European Union will take place in a few years’ time and will automatically bring
them official recognition, since almost all of them organise their training in co-operation with a
Western European university. :

In many cases, the private companies believe that state recognition is not as important as the quality
of the training they provide, which is usually guaranteed by their foreign parent institutions. A
further factor in their reluctance to look for formal recognition is that, while higher education
institutions only have to have the specialisation recognised, private companies have first to go
through a long complicated and expensive procedure to raise their school to the status of a
university or high school.

Another reason is that private schools, on the basis of contracts concluded with American or
Wes ern European universities, issue ‘imported’ diplomas, which meet the curriculum and training
requirements of the parent institutions. If they were to change their courses to Hungarian
requirements for accreditation, they would also need to gain the approval of their foreign partner
institutions. '

Most of the institutions that provide management training are not registered as schools but as
companies and it is on this basis that they engage in training activities.
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4. Research on the labour market and
vocational education and training

(see the list of research studies in Annex 11)

4.1 Overall situation of research

In Hungary, the status of research activity and of researchers is lower than it was before the
transformation, though, even during that period, it was not high. Although they are experts in their
fields, researchers earn a very low income and often have to struggle just to live. Research
institutions, many of which were previously under the aegis of the Hungarian Academy of Sciences,
have been closing down one after another over the past decade. During the 1990s, the role of the
institutions of higher learning in research grew in importance. On one occasion during the past
decade, there was a budget year when public expenditure on research and development dropped to
0.75% of gross domestic product.

This situation is damaging for research institutions dealing with areas related to vocational training
and labour issues. '

4.2 Institutional chaiiges

Prior to the transformation of the political/economic system, the National Pedagogy Institute
(Orszagos Pedagogiai Intézet) was the largest research institute in the area of education. It was made
up of several organisation units:

®m the National Institute of Vocational Education (Nemzeti Szakképzési Intézet);
= the National Institute for Public Education (Orsz4gos Kozoktatasi Intézet); and
i the Education Research Institute (Oktatds Kutato Intézet).

Research into vocational training was one of the tasks of the National Institute of Vocational
Education, which has a small research staff of 2-3 persons and which had also dealt with the contents
of vocational training, although these activities were not included in its name.

It is a welcome development that, when the Deed of Foundation of the National Institute of
Vocational Education was modified on 21 December 1999, the tasks of research and
rescarch-management were explicitly included in its brief. This means that, in 2000, we again have
an institution responsible for research into vocational training in Hungary.

The situation is much worse in the field of labour research. On 1 January 2000, the Labour Research
Institute (Munkatigyi Kutaté Intézet), which used to be controlled by the Ministry of Labour until
1998 when control was transferred to the Ministry of Social and Family Affairs, was closed down
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and its tasks transferred to the National Labour and Methodological Centre (Orszdgos Munkaugyi
Médszertani Kozj-ontba). .

Government policy also supports the advancement of research and development and high level
negotiations are currently underway between the representatives of competent ministries and the
Hungarian Academy of Sciences. '

In the period just after the transformation of the political/economic system, the National Technical
Development Committee (Orszagos Miszaki Fejleszi¢si Bizottsag = OMFB) was a key institution
supporting research. Up to the end of 1999, the Committee was controlled by the Ministry of
Economy but then it was transferred to the supervision of the Ministry of Education. It is not yet
possible to assess the consequences of that decision. However, recent statements by the Minister for
Education on the subject of support to research would lead us to expect that a major innovation
centre in the area of education will soon be established.

4.3 Priorities in vocational education and training
related research

The Ministry of Education has not yet issued a formal document on priorities in the area of research
in vocational training, but various statements and background reports provide a comparatively
consistent picture of what research can be expected over the next 2-3 years.

The best summary was presented by the Minister for Education, Zoltdn Pokorni, at the NSZI
* conference on research in vocational training in early December 1999.

On that basis of that statement, the following target areas can be identified:

a integration, through vocational training, of socially disadvantaged groups;

@ the development of suitability tests, linked to the National Register of Vocational Qualifications;
s the integration into the labour market of young people at the start of their careers;

u the adaptation of new training methods;

® the role of vocational orientation training in vocational training; and

m the effect of the quality assurance system on the training system.

The minister specifically emphasised the importance of programmes analysing the integration,
through vocational training, of socially disadvantaged groups. '
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4.4 List of institutes involved in vocational education
and training-related research

Kand6 Kalman Technical College, 1084 Bp. Tavaszmezd u. 15-17

e

Technical University of Budapest I’edagogmal Department, 1111 Bp. Mﬁcgyctcm rkp 3.

National Institute of Education, 1051 Bp. Dorottya u. 8

o ampmey

National Institute of Vocational Educanon, 1087 Bp. Bcrzscnyl u. 6.

- .. LR T LT e e

Expanzié Human Consultancy Ltd,

Kaleudoszkép Ltd.,
National Labour rand Mcthodolngxcnl Centre,

 maman .
- e em. e pempmemwm

Education Research Institute,

- wnamanes BT I 4 o P STl L e N T TR T N S L i Ly A T e L Y
IHungarian Academy ot Scicnce- Centre tor Regional Research, 7621 Pécs, Papnoveldeu 22, Tel: 3672
212-755/Fax: 36 72 210-340

M b AL 7T W 3N

ELTE Research Institute for Sociology
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Hunganan Acadcmy of Suence. Research Institute for bouology

Py St v . . o m—en e

University of Economuc Sc:cncm

Jannus Pannonius Unu u'my of SCIcht.s. Imuwtc fur Aduil Educanon and HRD. '.'633 Pc-cs Smmo
Kovics )dnos u. 1/b Tel: 36 72 51444/ Fax: 36 72 251- 100

.- P

[ SIS

Semmclwels Medlcal Umvcrsity, lnsututc for Bchav:oural Sciences, 1085 Bp. Ullsi it 78/a

Agncultural Vacational Training Institute, 1223 Bp. Park u.2. Tel:36-1226-8309 Fax 36-1-226-8225

Vocahonal and Furthcr Trammg lnstitulc for Health Care

g Y e Tt et s ST s . V. met

Hunganan Foundatmn tor Enterpnse Promotion, 1003 Bp. Bajza u. 31

Public Foundation for Open and Distance Leaming, 1061 Bp Paulay Edc u. 45. Tel: 36 1 343-5938, 343-5939

[ pe— -

o o —————— o ot — =

National Coordinating Unit tor thc Leonardo da Vines Programme, 1143 Bp. Id u. 2. Tel. 00 36 1 3130012/
Fax: 00 36 1 343-0164

TEMPUS Pubhc Foundahon, 1143 Bp 1da u. 2. Tel; 00 36 1 343-0012/ Fax: 00 36 1 343-0164
Research Institute for World Economy, 1122 Bp. Kall6 csperes u. 15. Tel: 319-9383/ Fax: 319-9385

SEED Foundation, 1024 Bp. Rémer Fl6ris u. 22-24 Tel/Fax: 212-2179, 3164987

REST COPY AVALARLE 83




National Obscrvatory Country Report

4.5 The role of the Hungarian National Observatory
in research on vocational training and on labour

: In 2000, the Hungarian Mational Observatory will be in a favourable position in the area of research

' because the role played in the field of research by its umbrella institution, the Hungarian Vocational
Training Institute, has been reinforced. The intention of the vocational training administration is
that, in the future, the Observatory will be the organisation entrusted with the coordination of
international research programmes in the area of vocational training.

During the recent past, the Observatory also carried outa number of research-type programmes. In
1999, there were two developments, which were also supported by the European Training
Foundation, which are worth mentioning. :

5 An international seminar was held on 12 February 1999 in Budapest as the closing event of the
programme “Social partnership in the area of vocational training - the development of a trade
organisation”. The participants in the seminar adopted a set of conclusions in which a number
of points were made.

* The Conference established that the number of trades listed by the Hungarian National
Register of Vocational Qualifications was larger than in any of the other participating countries.
The participants agreed that most of the proposals on the development of skills and training
programmes came from the government side. On that basis, the Conference thought that it
would serve the interests of both sides if Hungarian actors were made aware of reconciliation
mechanisms, which had been used successfully in the European Union, to encouraged
employers and employees to take initiatives in this regard. This task would fall within the
professional competence of the Hungarian National Observatory, which could exploit the .
possibilities offered by information technology to prepare and distribute foreign case studies

. and organise relevant training courses.

e The Conference established that the partners have a joint interest in the development of
training standards, the inclusion of which in the Hungarian skills structure would greatly help
the mutual recognition of Hungarian and foreign qualifications and their transparency. The
Conference agreed that, with European Training Foundation assistance, the Hungarian
National Observatory has sufficient domestic and international connections to carry out this
task through targeted projects.

* Local training programmes often do not reflect the requirements of the labour market of the
region. In most cases, schools accept the recommendations of the central programmes instead
of developing their own tailor-made training programmes. The Conference established that it is
in the joint interest of the partners to cooperate in the development and implementation of the
school training programmes and in related tasks such as the development of textbooks and
teaching aids, drawing up recommendations and the further training of teachers, including
trainers engaged in practical training in companies. The partners, however, may require the
help of a consulting organisation, which, on the basis of its international experience and
knowledge, can help in the development of dialogue and in the execution of development
projec.

e The Conference established, that, as far as training is concerned, the least amount of
information is available about courses organised within the company, which are intended to
improve the knowledge of the staff but which do not lead to a state certificate in some skill.
Nevertheless, it can be argued that the content of courses of this kind are best fitted to labour
market requirements and it is important, from the point of view of employment policy, to
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gather and distribute information about them. The collection, processing and distribution of
these data would be in the interests of the government, employees and employers alike. Thus,
the Conference believes that activities of the Hungarian National Observatory in this area
deserves support.

$>The programme “The International and National Transparency of Vocations” was executed
with the support of the European Training Foundation through the participation of the
Hungarian National Observatory in the EURONETREF and EUROCERT programmes. A
comprehensive study on this topic was published in Hungarian by the Observatory and an
international conference, held o the 21 February 2000, discussed the study.
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5.  Responsible bodies

5.1 Participants, roles and links

Responsibility for vocational education and training is shared among several ministries and
important key bodies. In 1998, following the national elections and the launch of the new
government programme, significant changes took place with regard to the vocational education and
training responsibilities of the different ministries. The activities of the former Ministry of Labour
are distributed to three minstries, the Ministry of Education, the Ministry of Social and Family
Affairs and the Ministry of Economic Affairs. The other key bodies continue to play the same role as
before in the vocational education and training system. .

Vocational training is very much an area where a lot of co-operation takes place and there are many
parties involved in it, from both the State and from industry.

Since 1990, the Ministry of Labour and, since 1998, the Ministry of Education have the tasks of '
co-ordination on behalf of the government. Other ministries also have significant tasks, as have the
economic chambers since 1995. Since 1990, the local authorities have the task of managing schools.

The main tasks of the Minister for Education include:

m the issuance of general regulations on vocational training;

[} efﬂcieht coordination; and

m the provision of educational documentation needed for the operation of vocational training in
schools, including the development of the central programmes and curricula.

The 14 other ministries are responsible for the issuance of vocational and examination requirements
and for the operahon of examination committees.

As from 1 January 2000, the Minister for Education is responsible for all the vocational training that
previously fell under the competence of the Ministry of Economy. Thus, the Ministry of Education
now has responsibility for the coordination for over half (545) of the total number of skills for which
training is provided. The responsibility of the Ministry of Economy in vocational training has been
transformed accordingly but the procedure to bring about these changes has as yet not been finally
completed.

5.2 Managing institutions

At present, the Hungarian vocational education and training system is under the control of the
different ministries and key bodies at national, regional and local levels.
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5.2.1 The Ministry of Education
The Ministry of Education is responsible for:
. m the development of vocational training;
®m the supervision of school-based vocational training;
® the development of adult training; and
m the Vocational Training Fund.

The activities of the ministry are managed by the Deputy Secretary of the State and, in addition, two
officials from the Office of the Prime Minister-assist the Minister for Education in the field of
vocational training.

Within the Ministry of Bducation, there are four depa-tments involved in the area of vocational
training:
8 the departiment in the Secretariat of the deputy Secretary of State which is responsible for coordination and

whose main activities are the preparation of work plans, the organisation and planning of
meetings and participation in the preparation of announcements and publications;

u the financial management department supervises and coordinates the distribution of financial
sources for the development of vocational training;

u the department of vocational training which coordinates the development of vocational training,
follows developments in the legal svstem closely, supervises the improvement of textbooks,
approves examination topics in professional examinations, cultivates international contacts and
takes part in the European Union accession process; and

u the department of adult training which is involved in drawing up the Act on Adult Training,
supports developments in this field and focuses attention on the process of adult training.

The departments of vocational training and of adult training are jointly responsible for the
coordination and implementation of the World Bank Programme. -

Within the Ministry of Education, two other Deputy Secretaries of State are responsible for general
and higher education. From a professional viewpoint, this means that three Deputy Secretaries of
State coordinate changes in this area in Hungary.

Of the two remaining Deputy Secretaries of State working in the Ministry of Education, one is
responsible for international relations and the other for economic affairs.

5.2.2 The Ministry of Social and Family Affairs

The Ministry of Social and Family Affairs is responsible for the coordination of labour force training,
with particular regard to labour market activities related to unemployment, and social problems.

In addition to managing these activities, the Deputy Secretary of the State supervises the network of
Regional Labour Development and Training Centres (RLDTC) and the institutional system of
Labour Centres, :
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52.3 The Ministry of Economic Affairs

The Ministry ¢f Economic Affairs is responsible for implementing active employment policy, for
cstablishing what is required in the field of employment and for developing targets, the means and
the Institutional system nccessary to achieve it. '

524  TheMinistry of Interior Affairs

The Ministry of Internal Affairs is responsible for state assistance to education and school-based
vocational training. The section of the budget earmarked for education and vocational training, up
to the award of the first vocational qualification, is disbursed to local authorities and, through them,
to the managers of kindergartens, primary and secondary schools, including apprentice schools, and
vocational secondary schools.

52.5 Local authorities

Local governments play a major role in managing general education. They take decisions on issues
of modernisation, reorganisation, finance, closure, foundation etc. Local authorities appoint school
directors, approve the establishment of schools and Iocal teaching programmes and assess the
effectiveness of schools. '

5.2.6 The National Vocational Training Council

The National Vocational Training Council (NVTC) was established by the National Vocational
Training Act, which was last modified in 1995. This national body is responsible for preparing
decisions about vocational training and for providing professional opinions on the duties connected
to the management of vocational training.

5.2.7 The National Economic Chambérs

The National Economic Chambers, Industry and Trade, Agriculture and Crafts, were set up by Act
XVI/1994 and began operations on 1 January 1995. The 1995 amendment to the Act on Vocational
Training (LXXXIV/1995) defined the duties of the economic chambers in relation to vocational
training, These include the supervision of work placements, in order that the training provided in
different places is homogeneous in quality and that it comresponds to the needs of the whole
economy and not just the narrow interests of the undertaking providing the training. The economic
chambers can also decide the qualifications for which master-level training and master
examinations can be organised. They are entitled to participate in vocational examination
committees and are required to be involved in putting forward proposals on vocational training and
in preparatory activities for their implementaticn on national and regional levels.

5.2.8 The Hungarian Vocational Training Society

The Hungarian Vocational Training Society was established as an independent professional and
social body in 1989. Among its main objectives are support and tnonitoring of vocational education
and tr-ining development.
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5.3 Executive institutions

5.3.1 The National Institute of Vocational Education
' The sphere of activity of the National Institute of Vocational Education includes:
® curriculum development;
® continuous development of the National Register of Vocational Qualifications;
® preparation of the National Register of Vocation.l Qualifications for publication;
m preparation of the core curricula;
m organisation and coordination of research; and
» curriculum development for the disabled. .
The National Institute of Vocational Education provides the following services:
w further training of teachers;
® management of the training centre in Eszlergom;
m support and coordination of labour market training programmes;
]

information and information technology services;

a library;

publication of books and two periodicals (“Szakoktatds”,"Szakképzés”); and

running the examination centre of the Ministry of Education.
The International activities of the National Institute of Vocational Education include:

® preparation and implementation of bilateral and multilateral programmes; and

» management of the Hungarian National Observatory Project.

5.3.2 Other institutes attached to the Ministry of Education

The National Institute of Vocational Education is supervised by the Deputy Secretary of State for
vocational training. It is one of four institutes attached to the Ministry of Education. The remaining
threc are:

" m the National Institute of General Education;
u the Education Research Institute; and
a the National Office of General Education Service.

All of these are supervised by the Deputy Secretary of Statc for general education. With the
exception of the National Institute of Vocational Education, significant reorganisation is expected
inside all these institutes in the future.

5.3.3 The Vocational Training Institute of Agriculture

The Vocational Training Institute of Agriculture is under the control of the Ministry of Agriculture
and Rural Development. It develops activities and provides services in this sector.

%0
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53.4 The Vocational and Further Training Iustitute for Health Care

The Vocational and Further Training Institute for [calth Care is run by the Ministry of Health Care.
It develops activities and further training programmes in this sector. .

5.3.5 The Foundation for Open Vocational Training

The Foundation for Open Vocational Training started operations at the beginning of 1998. Part of the
1997 Vocational Training Fund was set aside for the establishment of the Foundation. The operation
of the Foundation is supervised by a board of trustees and its activity include the creation of distance
education programmes, the development of curricula and the promotion of equal training
opportunities for those living in less developed or underdeveloped regions.

5.3.6 The Regional Labour Development and Training Centres

The Regional Labour Development and Training Centres (RLDTC) are run by the Ministry of Social
and Family Affairs. They hold intensive, flexible, customised courses for adults in the county
employment centres, or as required by companies and entrepreneurs. In addition, they provide
guidance and counselling for small and medium-sized enterprises and continuously upgrade their
training programmes and materials.

53.7 Vocational schools

The principal function of vocational schools (secondary schools which provide skills training and
vocational secondary schools) is to provide training via the school system. [n addition to their basic
activities, the schools organise training and further training programmes for adults. In association
with institutes for higher education, preparations have commenced for the provision of accredited
higher vocational training in these schools.

5.3.8 Universities and colleges

Universities and colleges will organise accredited higher vocational training in association with
secondary vocational schools, since it is principally the latter that have the facilities for practical
training that the universities lack (i.e. workshops and experienced instructors). Agricultural
universities and colleges will also have to cooperatc in the ficld of practical training, to provide the
most suitable facilities for students.

5.3.9 Private training institutions

Private training institutions, such as church schools and commercial organisations and enterprises,
also carry out training courses.

5.3.10 The National Centre for the Appraisal of Public Education and
of Exammat:ons

The objective of the amendment to the Act on Public Education was to raise the quality of public
cducation and to guarantee standards in it.

This is to be achieved in three ways:

u by supplementing the regulatiuns on content by the development of framework curricula;
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m by increasing the State’s role in financing; and
m by cstablishing a national valuation and quality assurance system.

The National Centre for the Appraisal of Puhlic Education and of Examinations (Orszdgos
Kozoktatasi Ertekeld és Viespakozpont (Orszagos Kozoktatési Ertckels ¢s Vizsgaktzpont = OKEV)
is an institation which was sct up, by thc amendment, to help achieve these aims.

The tasks of the Centre are:

m at the request of the various actors involved in public education, to carry out surveys on the quality
of education at national, regional, county, Budapest, scttlement and institutional levels, to develop
guidclines, outline current tasks, evaluate performance and process the results of the surveys;

B to introduce the national system of quality assurance, having first <arriud out the necessary
preparatory work and prepared and tested a tender procedure;

® to organisc the development of baccalaurcate and basic culture examinations, to ensure that thcsc
and other, non-school, examinations arc properly carried out;

m fo coordinate and manage the work of experts in public education and of chairpersons of
examination committecs;

a to collect and process statistics clata on public education;

_ m to help produce development plans and public education measures; and

& o reporis on its aperation in publications and annual statements to the minister in charge and to
the public.

The examination centre operates a central office wuh limited staff and with the co-operation of seven
regional offices.

5.4 The social partners in vocational training

The new structure in vocational training has been cstablishied on a tripartite basis (governinent,
employers and employecs). 1993 saw the establishment of the National Training Council (Orszdgos
Képzési Tandcs = OKT), which was given responsibility for discussing all training issues and
formulating a position on them.

The amendment to the Act on Vocational Training, which was approved on 10 October 1995,
established the National Vocational Training Council (Orszdgos Szakképzési TanAcs)

The Act stipulated who the members of the Council should be and identified the tasks it should
carry out.

The Council operates as a national board preparing professional decisions, making comments-and
submitting proposals on issued related to vocational training. Representatives of employers,
employees, the cconomic chambers, schools managers and the ministries responsible for vocational
training all participate in jts work.

The memtbers of the Council are chosen by the Minister for Education.
The National Vocational Training Council:

m makes comments and takes position on matters affecting the development of the vocational
training system;

T 9

107




Naltanal Qbservatory of Hungary

® makes comments on draft legislative proposals affecting vocational training;

@ makes comments on the range of skills which can be obtained and submits proposals on the
introduction of new skills;

» submits proposals un trade requirements, training materials, the developmeni of new procedures
and the provision of financial resources;

m cvaluates the performance of vocational training and counselling, the use of teaching aterials
and professional requirements; and

m carries out an annual survey on the experience of new graduates of vocational training schools in
finding jobs, with particular regard to uncmployment, and subinits recommendations on the
institutions responsible for the facilities providing vocational training,

Since its establishment, the National Vocational Training Council has been meeling almost every
month. Its annual work plan deals with current-issues in vocational training.

5.5 Key issues in relation to management

The development of vocational training depends not only on the distribution of financial resources
but also on the legislative framework within which it operates. Since its establishment, the National
Vacational Training Council has been engaged in the preparation of several acts, decrees and other
documents on the control and management of vocationa! education and training. The following
deserve special mention: :

® the long-term devclopment programme for vocational training, which was approved by the
Government by Resolution No 2015/1996. (1. 24.);

x comments on the draft joint decree of the MaM and the MKM an funds for vocational

examination fees and the fees to be paid to the examiners, which decree was promulgated as
Decree No 5/1996. (V1. 4.);

n comments on the draft amendment to 10/1993. (XIL 30.) MUM on the general rules and
procedures governing vocational examinations;

8 a draft amendment to Decree No 9/1997. (iV. 28.) on contributions to vocational training and on
the subsidy for its development;

w the discussion of the Bill on the modemisation of the system of contributions to vocational training and
the system for subsidising its developiment, which was adopted by Parliament on 22 October 1996;

w the draft decree on the requirements for initial and continuing vocational training, which decree was
promulgated as Decree of the Minister for Education No 45/1999 (previously 2/1997. ML (1.22.));

& contributions to the government decree on the accreditation of high level vocational training.
which was issued as Decree No 45/1997. (1Il. 12.);

u the delineation of Vocational Training Council tasks arising from the transformation of the schoul
structure;

w the draft decree on the organisation of contributions to vocational training, the disbursement of
the subsidy for development and the regulations on reclaiming refunds; and

@ the registration of new skills in the National Vocational Qualification Register and proposals on
the issue of high level vocational training in accredi:ed schools.
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6. Legislation

(see the list of acts in Annex 12)

6.1 Present situation and further requirements

Between 1948 and 1993, vocational training was governed by the Education Act. The preamble of
Act LXXVI/1993 on Vocational Training states that: :

m aflexible and differentiated vocational education and training system, consistent with changes in
society, the requirements of the national economy and labour market demands and capable of
contributing to economic development, should be developed in the Republic of Hungary; and

# in accordance with the right to study laid down in the Constitution and the right to work, there
should be guaranteed provision of a first vocational qualification and this should mean that all
citizens are given the opportunity to obtain the professional knowledge necessary for equal access
to employment.

There were also decrees issued to introduce and implement the Act on Vocational Training. The
National Vocational Qualification Register, the publication of which is provided for by the Act, is
modified and improved annually. Until the elections of May 1998, the Minister for Labour published
the new National Register of Vocational Qualifications every year in a decree. When the new
government came into power, the Ministry of Labour ceased to exist and the task of publishing the
National Register of Vocational Qualifications passed to the Minister for Education as the central
manager and coordinator .. vocational training (Government Decree No 162/1998 1X.30). In 199,
the International Standard Classification of Education (ISCED) levels were applied, for the first time,
in Hungary. The system is still in operation and provides for the inclusion of accredited higher
vocational training qualifications.

The legal framework adapts rapidly to changes in economic life and laws and decrees are under
continuous review. :

There are two main problems in the area of vocational training law.

@ Vocational examination requirements are the means of regulating output from the vocational
education and training system and must meet the needs of the labour market. However,
modification of the National Register of Vocational Qualifications has taken longer than expected.
Because of the large number of occupations on the Register, central programmes are taking longer
to develop and this delays the introduction of the new courses in vocational education and
training institutes and schools.

B Teachers’ salarics, which are linked to the public service scales, are low and, as a result, teachers take
on second and third jobs and are simply too tired to adapt to changes in the vocational education and
training system and to apply every innovation and improvement in their schools. The State or the
local authorities must provide better working conditions for teachers. Otherwise, the whole
development programme could fail as teachers who can find work outside the public sector will leave
to escape impoverishment and the quality of the education and training system will suffer.
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6.1.1 Legislative processes and co-ordination with other policy areas

Act XXI111/1988 on the Vocational Training Fund and Contributions to Vocational Training, which
was amended last in December 1996, is the second pillar of the Hungarian vocational education and
training system and deals with financial aspects of the system. Act LXXV1I/1996 on Contributions to
Vocational Training and Development of Vocational Training is also of relevance heres. This Act was
last amended by Act LXXXVI/1998, which transfers all rights and responsibilities regarding
contributions to the Vocational Training Fund part of the Labour Market Fund from the Ministry of
Labour to the Ministry of Education

The establishment and operation of the economic chambers are governed by Act XVI/1994. This
legislation set up three new chambers, as well as the Hungarian Employers’ Association. Act
LXXXIV/1995 modified the Vocational Training Act and set up the National Vocational Training
Council. Clause 9 of that Act specifies that:

m the National Vocational Training Council is a national body, made up of representatives of
employers, employees, the economic chambers, school managers and the ministries responsible
for vocational education and training, which prepares decisions and makes comments and
proposals on vocational education and training policy; and

M members are appointed for a period of three ears after consultation with organisations on the Council.

In addition to the Acts on Vocational Training and General Education Acts, it is important to
mention Act IV/1991 on Employment Assistance and Unemployment Benefit. This Act has been
amended several times and the current version was voted by the Parliament on 22 December 1998.
The decrees which introduced and implemented the provisions of the Act are:

m Minister for Labour Decree No 6/1996. (VII. 16.) on financial assistance for employment and on
subsidies from the Labour Market Fund for managing employment crises, which was modified
last in March 1998;

® Minister for Labour Decree No 8/1996. (XII. 18.) on the management and use of the Labour
Market Fund, which was modified last in January 1998; and

a Minister for Labour Decree No 9/1996. (XII. 20.) on the institutional structure of the labour market, the
spheres of responsibility of each constituent body in that structure and other issues of organisation,
which was modified last by Decree No 4/1998 (XI1.16.) of the Ministry of Social and Family Affairs.

All these new decrees and amendments to existing laws required major efforts and were achieved
through continuous co-operation with the social partners. In drawing up the legislation, changes in
finance had to be borne in mind. Furthermore, all new laws have to be harmonised with European
Union law, in preparation for accession. :

In the education sphere, equal opportunities can be regarded as implemented in Hungary, as there is
no discrimination against women in schools or training. International studies on teaching show that
there is no significant difference between the achievement of boys and girls. Moreover, the ratio of
girls to boys in grammar schools is 2:1, though this ratio is reversed in institutions that offer skills
training and is equal in vocational secondary schools. More women than men acquire university
degrees or college diplomas. In terms of employment, over half those employed in light industry,
trade, catering and services are women.

Health and safety at work regulations are included in Act No XCI11/1993 on Safety at Work. There
have been four amendments to this Act, the last of which, CII/1997, came into force in November
1997. Deficiencies in the legislation were covered by Act No LXXV/1996 on the Inspection of
Employment, which was amended last by Government Decree No 69/1996, in May 1996.

6  For more information on finance, sce Chapler 7
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7. Financing of vocational education
‘and training

Table 7.1  Public expenditure on vocational education and training
as a % of total public expenditure

Expenditure in 1997 | HUF million
Expenditure on education? ‘ - 365,609.00
Expenditure on vocational education and training . ' 69,133.60
Total public expenditure 2,703,051.00
Expenditure on education as % of total public , 13.53
expenditure ' :
Expenditure on vocational education and training as % 2.56
of total public expenditure
Expenditure on education as % of GDP 4.28
Expenditure on vocational education and training as % 0.81
of GDP

Sources: Central Statistics Office, Education and Training, 1988-1997
Vocational Training Review, 1998
Central Statistics Office, Statistics Yearbook, 1997

In addition to state budgetary expenditure, there are other funds which provide resources for
vocational training. Vocational training contributions, which amounted to HUF 25,061 million in
1997, have, for years, been one of the major sources of finance for school-based vocational training.
These contributions come from:

8 the Vocational Training Fund (HUF 7,918.4 million in 1997),
a direct support to schools (HUF 9,867.6 million in 1997) and
m training in enterprises (HUF 7,275.0 million in 1997).

7 IJata concern public expenditure
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Table 7.2 Public expenditure on training and the total public expenditure
on active and passive labour market policies
_ : .
HUF million 1996 | 1997 1998

Expenditure on training b 3,12260 7,145.00 7,368.00
Total active employment measures 16,844.20 27,266.30 28,885.60
Expenditure on training as a percentage of expenditure 18.54 26.20 25.51
on active employment meéasures

Total passive employment measures 53,314.80 55,806.40 64,122.40
Total (active and passive) labour market measures 70,159.00 83,072.70 93,008.00
Expenditure on training as a percentage of expenditure 445 8.60 7.92
on active and passive employment measures

Source: Labour Market Department of the Ministry of Social and Family Affairs

The data would indicate that expenditure on training has doubled but it should be noted that, since
1997, expenditure on training includes supplementary expenditure related to training. This
supplementary expenditure amounts to about 30% of total expenditure on training.

Supplementary expenditure related to supporied training includes:
m wage compensation support for the unemployed;

w wage supplement support for the employed; and

m other expenditure (travel, accommodation, meals ctc).

7.1 Financing the development of vocational training

and reconciling different interests

In Hungary’s preparation for accession to the European Union, issues related to the system of
vocational training are very important. The analysis of issues related to education began as soon as
negotiations started, Vocational training was of particular concern as the European Union regards
other areas of education as national matters.

7.1.1  Financing the technical development of vocational training
The Skilled Workers Training Fund

In recent decades, the subsidy system, which is related to the system of contributions to vocational
training, started with Government Resolution No 2013/1971 (IV. 28) and has had a fundamental
effect on the way the development of vocational training is financed. The Resolution provided for
the sharing of the costs of vocational training between the state, on the one hand, and co-operatives
and companies, on the other. The justification for the introduction of the system of contributions to
vocational training was that, though the actors in the economy needed trained labour, they had not
contributed to the costs of training and development. In an economic structure based, mainly, on
state companies, it was reasonable for the state to cover the costs of the development of vocational
training. During the early 1980s, however, with the growth of the co-operative and private sectors, it
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was proposed that the costs of the development of vocational training should be shared by the
different actors in the economy.

The first fund for the development of vocitional training, the Vocational Training Fund, was
established by a joint decree of the Ministry of Labour and the Ministry of Finance, Decree No
2/1992. (1.8.). In the last few years, the essentially unique institutional structure established for ¢ ¢
development of vocational training has undergone significant changes in form and content. This as
involved not only legal modifications but also a change in the name of the contribution and of the
fund.

This, of course, does not mean that several different funds have been available for the development
of vocational training. There has been just one fund whose name has been changed repeatedly to
conform with changes in legislative regulations. Thus, the Fund for the Training of Skilled Workers
became, first, the Vocational Training Fund and, then, the Vocational Training Fund section of the
Labour Market Fund. For the sake of simplicity and clarity, the fund will be referred to 1;om now on
as the Vocational Training Fund. :

Table 7.3  Changes in the name of the funds available to support
vocational training and the Acts that introduced these changes

Name : Reference

Contribution to the Training of Skilled Workers - | Joint decree 2/1972. (1. 8.) MUM-PM
the Skilled Workers' Training Fund

Contribution to Vocational Training - Act XXI1L of 1988 on Contributions to Vocational
the Vocational Training Fund Training and on the Vocational Training Fund
Contribution to Vocational Training - Act IV of 1991, as amended by Act CXXIV of 1995

part of the Labour Market Fund

71.2 The Act on Contributions to Vocational Training and on the
Subsidy to the Development of Vocational Training

Animportant milestone in the sequence of changes occurred in 1988, when regulation by decree was
replaced by regulation by legislation, i.e., Act XXIII of 1988 on Contributions to Vocational Training
and on the Skilled Workers Training Fund. The Act was passed by the Hungarian National
Assembly on 22 December 1987 and came into effect on 01 January 1988. The Act has been amended
four times, because requirements arising from the transformation of the political and economic
system had to be met. Although it was passed in the year before this transformation began, the Act
contained very progressive elements which contributed a great deal to developments in the 1990s.

The Act made contributions to vocational training mandatory for certain employers of skilled
workers, though the contributors were given considerable autonomy in deciding how their
obligations were to be met. The law made it possible for active participants in the economy to play a
direct part in the provision of vocational training and laid down that those who did not directly
participate had to make a financial contribution.
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7.2 Contributing to vocational training

In every case, the rate of contribution was set, initially at 1.5% of the payroll (1.0% for those in the
agriculture sector) but the basis for calculating the contribution has been changed continually in the
different amendments to the Act. As from 1 January 2001, companies operating in the agricultural
sector will also have to pay a contribution of 1.5%. Until that time, the payment obligation of those
engaged in agriculture will increase annually by 0.1%.

Table 74  The structure of the contribution to vocational training 1991-1998 (HUF “000)

Year Con.txibutiox} _ Training by ‘ Vocational | Direct subsidy
to vocational training companies | Training Fund | to schools
1991 9,366 4,940 2,077 | 2,349
1992 10,365 5,700 1,977 2,688
998§ Lo s 6100 a0 | 3

R  new|  sem 2,256 4
1995 ]'__ ) 14,999 5900 | 2,745 6,354

w6 | 19,146 6580 327 | 8,960
1997 | 25,060 7,275 8,013 9,867

Chart 7.1  The structure of the contribution to vocational training 1991-97
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The way the Vocational Training Fund, which is formed from contributions to vocational training,

operates is very different from the way other, separate funds operate.

This is particularly true with regard to the payment of contributions. In other, separate state funds,
contributors are give no choice in how to meet their payment obligations. Generally, the contributor
is required to pay a fixed sum into a separate account. In the case of vocativnal training, however,
the contrit ation can take various forms:

B a co-operation agreement with a school, concluded on the basis of the provisions of the Act on
Vocational Training, to provide practical training, or a contract with students, concluded on
similar basis, specifying the practical training to be provided;
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m a co-operation agreement to provide a development grant of up to 75% of the gross contribution
to a vocational school in order to improve the conditions of vocational training, which grant can be
listed as “other expenditure” in the accounts;

u the provision of training for the contributor’s own workers, in a form that is recognised by the
State, on the basis of a training or education contract, to a maximum cost of 0.2 percentage points
of the mandatory contribution;

u the joint organisation of practical training in one facility by several companies that have
contribution obligations;

m an agreement between two companies to have one provide practical training and the other cover
the costs to the extent specified in the appendix to the Act; and

@ payment into a special account managed by the State tax authority.

In the period after the transformation of the political/economic system, many state enterprises
stopped vocational training because of economic difficulties. In principle, this should have increased
the level of contributions but, during the early 1990s, unemployment increased dramatically and
many enterprises that used to provide vocational training went bankrupt or were closed down.

Rapid changes in the economic environment and the declining capacity of companies to contribute
made it very difficult to foresee what the incomes of the fund would be and to plan expenditure.
That was especially true when economic growth started and unemployment started to fall. In the
past few years, there has been a significant increase in the volume of payments into the Vocational
Training Fund.

Table 7.5  Expected and actual revenue of the Vocational Training Fund, 1996 - 1998
Revenues
Year ~ Name =
. . Expgctcd (HUF "000) ] Actual (HUF ‘000)
o ;3—9—6- . Co‘r.\h'ibuti.(;n'to voca;ional training 3,260,000 ‘ 3,107,400
Repayment of loan 100,000 71,600
Other revenue (interest) 233,000 98,400
| Total 3,533,000 3,277,000
1997 Contributiori to vocational training 3,000,000 7,918,400
Repaymentofloan 10801 3000
Total ] 3100000 | 8013400
1993 Contribution to vocational training 4,000,000 7,800,000
Repaymentofloan _ N R 100,000 20,000
Total 4,100,000 7,820,000
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Chart72  Expected and actual revenue of the Vocational Training Fund 1996-1998
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There were several reasons for the increase in the revenue of the Vocational Training Fund.

m The economic growth of recent years has lead to a significant increase in the rate of employment.
With the increase in the number of employed persons, there has been a parallel increase in the
volume of wages/salaries and, consequently, in the level of contribution obligations.

B As aresult of economic growth, salaries have grown faster than inflation and this has resulted in
an increase in the real value of contributions.

@ Between the late 1980s and the end of 1995, there were no proper procedures in place to check
reclaims and exemnptions. These were introduced with the establishment of the Labour Market
Fund. A further step to redress this situation was the establishment, within the Ministry of
Education, of the Department of Subsidies to Vocational Training which was given responsibility
for this area.

= Contributors are obliged to make advance payments half way through each year. The fact that
payment have to be made more than once a year means that the sums due on each occasion are
smaller lower and this makes payment easier.

® The fact that the contribution is to be paid into an account managed by the state tax authority and
that the contribution to vocational training is listed separately on the company’s tax declaration
makes the obligation clear and unambiguous and this reduces the possibility of evasion.

721 Subsidies granted in decentralised form

Some of the resources available for the development of vocational training are distributed in a
decentralised form. The ratio of such resources to total funds has been growing continuously. The
rationale behind the increase in decentralised funding is that people involved in decision-makingon a
local or county level are much more aware of what the issues are and what areas should be supported.
The experience of decentralisation has been quite positive in recent years. In order to ensure that
decentralised activities are in line with national objectives, and with due regard to the opinion of the
National Council of Vocational Qualifications, the minister sets out central guidelines. Keeping these
in mind, the counties divide the funds they receive autonomously. In view of their special position
they can supplement the central guidelines with their own considerations of what meets local
requirements. During the last few years, the central guideline included the following main priorities:

W to encourage the establishment of structures for school-type training, in line with to local
resources and requirements;
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to support proposals aimed at the development of the institutional system linking schools and the
economy;

to support technical and technology developments with the help of which providers are enabled
to deliver training suited to the local labour market;

to support flexible trade programmes and establish favourable, objective conditions for those who
would serve the local labour demand;

to support tenders aimed at improving the tools for training in information technology;

to develop the facilities of training organisations already engaged in providing training in trade
and economics and to new training bodies of this type if so required;

to ensure favourable objcctive training conditions through the supply of instruments and
equipment that reflect and use the latest technology;

to provide subsidies to training facilities for young people from disadvantaged social groups;

to develop the objective conditions for the vocational training of disabled young people,
including people with dyslexia;

to support the completion of projects which had already been launched;

to support small enterprises ~ employing a staff of less than ten persons - by providing practical
training on the basis of contacts with students; '

to provide grants to encourage schools delivering training in occupations that are no longer found
valuable on the labour market to change their structure;

to establish the technical conditions needed to follow the World Bank model, for vocational
training schools which intend to follow this route;

to establish the conditions needed to provide basic training in groups of vocations;

on the basis of an agreement concluded with local authorities, to modernise and extend the
training capacity of the centres providing practical training for the students;

to ensure that the agricultural machinery provided for state-owned land and is made available for

practical training;

to develop, from an ecological point of view, the assets of places providing practical training,
either within institutions engaged in vocational training or separately from them; and

to complete projects which started with the support of an earlier programme.

7.3 Ideas in relation to the contribution to vocational

training and to the development of the Vocational
Training Fund

One of the current ideas on the development of vocational training is to establish a supporting
institution similar to the Vocational Training Fund. Since its establishment, the Vocational Training
Fund has been continuously developing. A major feature of that development is the growing range

‘of objectives that are considered eligible for support. It should be remembered that, when the Fund

was started, its objective was limited to developing the assets needed for practical vocational training.
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Nowadays, the Fund supports all types of specialised training and their development. A.s in former
years, the objectives of the Fund continue to be a subject of discussion. Some of the ideas that arc put
forward for the development of the Fund are listed below. :

u The projects should help small and large companics, that is the direct actors in the economy, o
provide training for increasing numbers.

 Those providing training to have their costs recovered to the greatest possible extent and funding
procedures should recognise differences in the specific costs of different given industries.

 The legislative environment should change in-a way that would increase discipl'ne in the
payment of contributions and the control of the utilisation of the Fund.

& In June 1999, the 0.2% ratio which could be used for training provided by the contributor was
increased to 0.5%. The objective of the development of human resources could be served if this
money could also be used -~ in a controlled way - for training in non-National Register of
Vocational Qualifications subjects.

a It should also be possible to support training also in training attached to industrial enterpriscs.

n In addition to developing the technical conditions for training, the system should also provide
better support to facilities offering training in theory.

a Development activities related to accession to the European Union should receive greater support
than before. :

n The system should also support training and related activities in universities and colleges.

The government programme, which was published in the summer of 1998, declared that the
independence of the Vocational Training Fund should be restored. The partners in the reconciliation
discussions on vocational training have been in dispute for years on issues pertaining to their own
interests. There is, however, consensus in one matter: the Vocational Training Fund must be
retained.
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- 8. Bilateral and multilateral donors’
| contribution to vocational education and
training reform

8.1 World Bank Project: “Youth Training Project
Hungary"” -

The main purpose of the project is to help secondary school students and young adults in the
transition from study to work and in their cfforts lo find a job and, consequently, lo help reduce
unemployment. The project has two subprojects (components).

Component “A: Post-secondary job-orientated training
Managed by the Ministry of Education, Adult Training Division

The subproject assists in the vocational training of young people after their secondary cducation. In
addition, it helps young people to enter the labour market and aims at aligning the training projects
with the needs of the lacal labour market. The subproject also aims to improve the opportunities
avatlable to those school-leavers who are above the compulsory school age, i.c., who have finished
class 10 or arc above 16 ycars of age.

Component “B: Secondary vocational orientation
Managed by the Ministry of Education, Vocational Education Division

The purpose of the subproject it to increase the number of vocational sccondary schools which
follow the general subject and trade-oriented curricula worked out in the framework of the World
Bank-financed project “Human resource development” and in the course of the relevant European
Union Phare project. It also at modernising vocational training in line with applicable European
Union standards and atimproving the educational materials used in vocational secondary schools.
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Table 81  World Bank project data and financing

Project data and financing —]
Project value ‘ USD 60.1 1 dlion
Start of project H January 1998

End of project 31 December 2000

Prajoct financing 60% World Bank loan

PEM 62.9 million

40% locul contribulion

state budget (HUF 3,300 million)

vocational training fund (HUF 1,500 million)

8.2 Results of the Leonardo Da Vinci Programme
in Hungary (1995-1999)

Hungary was the first of the associated members of the European Union to join the Leonardo da
Vinci Programme as full member. This it did on 1 September 1997,

In conformity to the practice in other European Union action programmes, IHungary has been
paying the mandatory national contribution, the “entry licket” for the participation in the
programme, to the European Union. In the first phase of the progranime, the sum of contribution
was ECU 2,654,000 annually; half of which was paid from national funds and half from the Phare
fund.

Hungary was unique among the assaciated countries in that, alrcady in 1996 and prior to its official
enlry into the programme, the government supported the participation of Flungarian institutions in
the programme. A subsidy from the Labour Market Fund madc it possible for a total of 23 partner
institutions to join foreign Leonardo programmes. '

In the first phaéc of the Leonardo da Vinci programme, 1 ingary could use 90-95% of its national
framework programme on projects of suitable quality.

The outs'anding quality of the Hungarian applications gre.«tly contributed to the fact that our results
were not different from those of Members States of similar size.

In the catcgory of pilot projects (centralised projects), Hungarian vocational training institutions
could already apply, as project leaders, to the national office in early 1997. The successful projects
became eligible for subsidy on 1 September 1997. The main applicant institutions concluded
contracts with the European Commission and launched their projects in December 1997.

In November 1997, applications could be submitted, for the first time, for out-placement or
exchange, i.c., decentralised, projects. :

8.2.1 Pilot and outplacement / exchange projects

The main objective of pilot projects is to develop intellectual products which could contribute to the
vocational training systems of both Hungary and the European Union Member States.
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The pilot applications submitted so far fully reflect the objective of the programme and its aim too
voordinale training with the ecanomy. Applicants included, in addition to vocational schools and
institutions of 1 ‘wher learning, chambers, local authorities and even private firms.

Participants in Lin out-placement/exchange projects include the seon lary schouls, institutions. of
adult training, colleges and universitics.

822 The results of the past three years of the programme

I lungarian applicants have shown great interest in the programme, as can be seen in the rapidly
growing nuinber of applications. In 1997, 49 applications w-re submitted. That number grew to 118
in 1998 and to 129, or over twice the original number, in 1999,

Chart 81  Applications to the Leonardo da Vinci programme 1997-1999
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In 1997, only 23 applications were submitted for out-placement /exchange projects. This increased
to 53 in 1998 and, in 1999, there were 77 applications or almost three times the number submitted in
the first year.

In the category of pilot projects, the increase was greatest in the first two ycars. The number of
applications submitted in 1997 was 26 and was 65, that is over twice the number of the first ycar in
1998. The number dropped to 52 in the latest round of applications, in 1999, which indicates that
fewer institutions undertook to write projects with multiplier effects, as was specified in the
instructions received from Brussels.

The ratio between the number of applicants from Budapest and the countryside shows how the
country is covered. Although one fifth of the vocational training institutions in Hungary arc situated
in Budapoest, the statistics during these three years do not always reflect that ratio.

In 1997, 70% of the applications came from Budapest, 30% (rom the countryside. The ratio in 1998
was about 60:40%, with the greater share coming from the countryside and, in 1999, the ratio was
close to 50:50%. '
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Chart 8.2  Number of programies
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It can be observed that, in pilot projects where a Hungarian institution is the main applicant, the
partners are, mostly, from France and Germany, which is an indication of the traditionally good
relationship between Hungary and those two countries. Statistics also show, however, that
Hungary's links are being extended primarily to the north and to smaller countries which, reflects
the urge to find joint solutions to problems which are similar in partner regions.

In the Hungarian out-placement/exchange programmes, Germany enjoys a special place. An
average of 20-22 projects annually are linked with Germany, which reflects the strength of
Hungarian-German professional links as well as long-standing mutual professional and cultural
interests arising from geographical vicinity. After Germany, the most popular partner countries in
lHungary are Finland, Holland, the United Kingdom and France.

As regards the industries represented by the projects, one can see that the main empbhasis is on areas
which are of special importance for the Hungarian economy: agriculture (approximately 10-12
projects per year), economics (8-10 projects per year) and engineering (8 projects per year). . ourism,
the building industry and health care are also among the favoured subjects (6-8 project per year).

8.3 Phare programmes in vocational education

The Phare programme has been providing assistance since 1990 in conformity with the priorities set
by the Interdepartmental Committee of the Hungarian Government.

In Hungary, a Minister without Portfolio coordinates the Phare grants, together with the
Grant-Coordination Secretariat supporting his work.

During the period 1991 to 1993, the National Institute of Vocational Education carried out a Phave
programme called” Reform of the Vocational Education and Training system”. The European Union
provided support 1.5 million ECU for the programme that was put to use of in the following three
areas: '

s cstablishing up-to-date technology in the National Institute of Vocational Education (setting up
an information centre, modernising the telephone exchange, installing a local computer network
and creating databases);
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m selting up a trainer network operating in foreign languages (establishing language laboratorics in
Budapest, Debrecen, Pécs, Szolnok, Szombathely and a interactive language laboratory in the
further education centre of the National Institute of Vocational Education in Esztergom); and

m professional study-tour for subject teachers (200 secondary school teachers participated in the
programme during which they examined vocational education and training systems in two
European Union member countries).

The next programme supported by Phare was called “Employment and Social Development”. The
programme was implemented between 1993 and 1996 and had a budget of 20 million ECU. Two
sub-programmes had a vocational training element:

® the "Juvenile Vocational Training Programme” which, in turn, had four subprojects and was
carried out from 1994 to 1997, with the support of 11.45 million ECU; and

® within the framework of the “Secondary Vocational Education” subproject (1993), 21 secondary
vocational schools, selected by the Ministry of Labour, adopted the World Bank Programme.

The goal of the project, “Extension of Secondary Vocationa! Education”, was to promote the
modernisation of secondary vocational education and the effective use of financial sources.
Twenty-three schools participated in the project.

The aim of the subprojects “Transformation of Apprentice Schools” and “Expansion of the
Transformation of Apprentice Schools” was to transform these schools to match the changed
demand of the labour market and to widen their profiles in the area of secondary vocational
education and training.

To further the vocational training of social disadvantaged young people, 19 vocational schools,
specialised secondary schools, regional retraining centres and foundations participated in the
programme. Their participation covered the following areas:

m obtaining machines and equipment;

m providing further training facilities for teachers and vocational trainers participating in the
programme; '

® providing financial support for training in higher education organising social-pedagogic and
psychological training; and

® establishing partnerships with the Member Slates of the European Union.

Between 1995-1999, 425 million ECU will be spent on Phare programmes to prepare for accession to
the European Union.

The main priorities of the programme are:

up to 30% of the support is to be spent on developing democrati~ institutions and strengthening
public administration, so that they are able to introduce the acquis communitaire, and meeting the
economic and political criteria for accession to the European Union; and

up to 70% is to be spent on financing capital projects for modernising enterprises and infrastructure
in order to meet European Union requirements.
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8.3.1 Current programmes coordinated by the Phare Programme
Office of the Ministry of Education

Current programmes coordinated by the Phare Programme Office of the Ministry of Education
include:

1994-1998 “Strengthening the relationship between education and the economy” Phare Programme
HU-94.05; and '

1998- “Supporting the social adaptation of young people from deprived backgrounds, especially
young people of Romany background “ Phare Programme HU-99.04-01

“Strengthening relationship between education and the economy"

The Phare programme HU 94 05, entitled “Strengtheniny; relationship between education and the
economy” was established, on the basis of national priorities set by the Hungarian education
administration, with the objective of providing support to training, to the development of curricula
and to the transformation of the structurc of training. The ECU 8 million provided for the
programme have been usefully spent, according to the expert who supervised the programme.
Thanks to the work of several thousand experts over some four years, not only were plans
completed but specific activities were started, agreements were made among various institutions,
curricula and teaching materials were developed, links were established and maintained, further
training forms were developed and new experimental courses were launched

In accordance with its title and original objectives, the Phare Programme invited applications in four
major areas, or sub-programmes, in 1995.

Co-operation between higher education and the econonty

This area covers the formation of new types of relationship between higher education and the
economy, sandwich courscs, the development of further training programmes organised at
companies and the launching of these training courses

Making higher education more versatile

This 1s concerned with the establishment of an accredited system of vocational training at the higher
level and the start of training at this level.

The development of distance learning
The area covered was the preparation of teaching materials for distance learning.
Secondary level training for young peopie from socially disadvantaged groups

The areas covered included the development of special vocational training and pedagogy
programmes and different kinds of support to specialised schools teaching/training young people
from socially disadvantaged groups.

84  Bilateral and multilateral funding for vocational
education and training reform

Through a bilateral treaty, Hungary has initiated vocational education and training co-operation
programmes with several countries. The implementation of the programmes is coordinated by the
National Institute of Vocational Education. Until 1999, the National Institute of Vocational
Education worked on the programmes listed below.
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The German-Hungarian co-operation programine
In the framework of the programme the partners are decided to concentrate on two fields:
i developing of a qualification in logistics in Hungary; and

a developing ways of ensuring the more effective spread of ICT (Information and Communication
Techniques), which deals with technical and economic area.

The partner institute was the German institute for vocational training, Bundesinstitut fur
Berufsbildung (BIBB.)

The Flemish-Hungarian co-operation programmne

The project started in February 1998, with the goal of introducing the up-to-date knowledge of
domatics systems (EIB-European Installation Bus) in secondary education. At the end of 1999, the
first European Installation Bus examination centre was éstablished in the National Institute of
Vocational Education.

The partner institute was the Flemish institute, Vlaamse Dienst voor Arbeidsbemiddeling en
Beroepsopleiding (VDAB).

The Swiss-Hungarias co-operation government programne
This consists of several subprojects, two of which are particularly interesting.
High-technology project - '

Within the framework of this project, the partners established the network of 6 regional technology
centres and held retraining courses for teachers in them. The centres are equipped by high tech
robots, CNC machines and CAD/CAM systems.

EFQM project

The project aims at involving 30 vocational training institutes in a self-evaluation system. The
project includes two rounds for participants ~ the first rotind for odd criteria and the second for even
criteria, Self-evaluation of even criteria were finished in 1999. In addition, the National Institute of
Vocational Education is considering establishing a Managers’ Club in 1999, with the participation of
the managers of the institutes taking part in the self-evaluation process.

The UK-Hungarian co-operation programme

The National Institute of Vocational Education has been co-operating for several years with
Trowbridge College in England in a programme named “Vocational Training to Acquire
Competence in Particular Fields in the Wood Industry and the Garment Trade”.

The Dutch-Hungarian co-operation programine

The Dutch government provides support to a programme “Equivalence of Vocational Training”
between the years 1998-2000, through the Bureau CROSS government agency. The National
Institute of Vocational Education is the Hungarian coordinator of the programme.

The Frenich - Hungarian co-operation programme

The National Institute of Vocational Education has been co-operating with the AFPA (Association
pour la formation professionelle des adultes, Paris) since 1996. Within the framework of the
programme, “Individual Training in the Ficld of Catering and Tourism”, the National Institute of
Vocational Education carries out the adaptation of methodologies and trains trainers.

m
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Other programmes of the National Institute of Vocational Education

The National Institute of Vocational Education is continually trying to extend its international
relations through the development of multilateral programmes.

The Central and Eastern European Vocational Education and Training Club was established in

Esztergom in 1995. At the end of that year, the first meeting of the Club was held in Prague, on the

topics of vocational education and training schemes and vocational qualification databases.

Participating countries gave lectures, which were published by the National Institute of Vocational

Education with the financial assistance of the German BIBB and the European Training Foundation.
: In subsequent years, participants discussed post-secondary training and issues relating to the
| development of teaching materials. In 1998, the meeting on the topic of further training was held in
Slovenia.

8.5 The Hungarian National Observatory

At the end of 1995, the European Training Foundation signed a contract with Hungary, the first
among the partner countries, on the coordination of the Observatory Programme. The Nationa!
Observatory provides information to the European Training Foundation on the Hungarian
vocational education and training system and the National Institute of Vecational Education
disseminates information from the European Training Foundation to players in the Hungarian
vocational education and training system. A Correspondence Network, in which the ministries, the
social partners, professional bodies, teacher training institutes, the Hungarian Vocational Training
Society, ESHA - Hungary, the As:~.iation of Adult Training Enterprises and the National Institute
of Vocational Education have one delegation each, assists the two-way flow of information. The
members of the Correspondence Network took part in a Staff Development Programme in 1996 with
the support of Phare, part of which involved a study-tour to become familiar with vocational
education and training in the European Union Member States. At present, the members of the
Advisory Body of the National Observatory are the members of the Correspondence Network.

In 1998-99, the National Observatory, with the help of the European Training Foundation, joined the
EURONETREF programme. It is the only participant institute from outside the European Union
Member States. The programme was already in its second phase by that time. With the help of the
five countries that participated in the first phase of the programme, and which had more experience,
the 1998 work plan of the ”A group” was drawn up. '

The A group, of which Hungary is a member, started to set up a national reference system, with the
assistance of B group members. To enhance effectiveness, a mentor was appointed for each country.
Germany was chosen as a mentor for Hungary.

In addition, the National Observatory worked on studies in the following areas.

Teacher and Trainer Training

The National Observatory prepared a pre-study on this topic, from the point of view required by the
Foundation, and evaluated it with the help of experts. We published the final study and organised
the third international conference on syllabus development. ’

Continuing Vocational Training

The Nationa] Observatory set up a team of experts to prepare the study, evaluated the pre-study ina
two-stage process and, f ally, published the study.
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Relationship between vocational training and regional development

The National Observatory determined the target areas to be included, with the help of experts from

the European Training Foundation, and then selected experts in the chosen target areas. We

evaluated the study, with the help of a foreign expert, and took this evaluation into account in the

- final report. We presented the study to the Czech, Slovenian and Polish conferences organised on
this subject and started arrangements to hold a similar conference in Hungary.

Other areas

The National Observatory are also working on a study on the role of social partners, analysing
accre dited higher vocational training, continuously producing statistical data for the European
Training Foundation system (Key Indicators) and sending experts to various international events.

The National Observatory took part in the examination of the equiunlence of qualifications and the
transparency of qualifications in European Union Member States.

m
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9. Constraints, challenges and
further needs

It is well known that the development of the labour market is a fundamental element in the creation
of a modern civil society and economy. The development of human resources, in the light of social -
and economic demands and potential, is a central consideration for the institutions of the modern
market economy. Vocational training is, therefore, of vital importance for the future.

Vocational training is a bridge which leads the age group approaching adulthood from the
education system into the world of work. For this reason, efforts have to be made to improve
vocational training through medium- and long-term programmes.

9.1 Medium-term programme to modernise vocational
training -
9.1.1 Modernisation of the National Register of Vocational Qualifications

The modernisation and rationalisation of vocational training should take into consideration the
demands of effectiveness and of the economy as well as international trends and national
characteristics. The tasks involved include:

m modifying the content and structure of the National Register of Vocational Qualifications, and
organising qualifications into a comprehensive system;

m preparing a schedule for professional and examination demands and for the modular
restructuring of central programmes, in line with the directions and the terms of accession
established by the EU, on the basis of the results of National Register of Vocational Qualifications
monitoring, and as a means of enforcing and validating the principle of the modularity;

m preparing a schedule for the scientific analysis of the vocational training system, e.g., analysis of
fields of activity and labour market prognosis; and

m developing textbooks and school equipment, in line with the principle of modularity.

9.1.2 Quality assurance
The development of quality assurance involves:

m setting up a methodological project on assuring the quality of vocational training, with a view to -
improving the efficiency of vocational training;

B establishing and promoting the work of a regional network dealing with quality assurancc;
m providing technical support for introducing quality assurance in education institutions; and

m analysing operational experiences of the quality assurance system.
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9.1.3 Adult training

The development of adult training involves:

n finding a comprehensive solution to the development and implementation of adult training and
ensuring that the system of adult training is underpinned by appropriate legislation;

m participating in drawing up and implementing a law on adult training;

_m promoting the introduction of Open and Distance Learning models as a tool of lifelong learning;
and

m developing the training of trainers in the field of vocational training and of those involved in the
management and control of vocational training.

1

9.14 Examinations
Developments envisaged include:

m developing a system of examinations to assess competencies, in co-operation with training
institutions and institutions of higher education that provide professional services in this area;
and

m assisting the chambers and the private sector to play a more effective role in the field of vocational
training. '
9.1.5 Equal opportunities

This includes:

@ improving the opportunities open to disadvantaged persons and assisting them to participate in
the labour market;

m participating in measures to ensure equal opportunities for persons with disabilities on the labour
market;

m ensuring the preparation and elaboration of a complex programme to improve the prospects of
young disabled persons;

m ensuring the adoption of further programmes for people with disabilities; and

m improving the provision of special training and rehabilitation for persons with disabilities.

9.1.6 Information services
Proposed developments in this area include:

m the establishmen: and operation of a comprehensive vocational training information system for
international partners, schools, those involved in adult training, National Register of Vocational
Qualifications users, those involved in career guidance and researchers; :

m a survey of existing data and databases; and

m ensuring links between the information system and other national and international database
systems.
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9.1.7 The European Union context
Within the context of the European Union, the proposed developments include:

| @ deepening bilateral international relations (twinning programmes), establishing co-operative
programmes and projects and promoting the mutual recognition of equivalent vocational
qualifications in order to increase competitiveness;

& research on vocational training in the context of the accession to the European Union;

m developing a framework to determine necessary legal and professional requirements for
accession; and

m implementing projects that deal with
* equivalence and transparency,

the links between labour market and training,
* continuing training,

* the regional dimensions of vocational training and
* the role of social partners in the development of vocati: nal training.

9.2 The long-terin development programme

The long-term development programme has several dimensions.

The first is an increase in the relative proportion of the qualified workforce. On the basis of his/her
own skills and abilities, everybody should be able to obtain a qualification that gives him/her
competitive opportunities on the labour market.

A second is the achievement and maintenance of international competitiveness in professional
knowledge. This will require the continual, substantial renewal and modernisation of the training
system and of methods to observe and forecast the skill requirements of the economy.

The basic vocational knowledge and skills should be provided within the school system, while
specialised knowledge and skills should be acquired, increasingly, through participation in labour
market training and the economy.

As far as financing by the State is concerned, in addition to the ability to perform certain functions
competently, the cost effectiveness and rationalisation of training should also be taken into
consideration.

In the area of adult training, a system for the continual training of the employed should be set up in
addition to current arrangements for training the unemployed. :

The statistics and information system should be aligned to international and European classification
systems.
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Annex 1 - Economic development

Gross domestic product per capita in ECU, 1991-1998

boeor 1992 | 1993 1994 1995 ! 199 1997 1998

o rmetbm e - cim -

Year

GDP 2613 | 2788 | 3207 | 3,409| 3a7e | ass | s | 41

Source: Hungarian Statistics Yearbook 1998

Econoinic development in Hungary, 1989-1998

Indicesot GDP  Growthof - Inflation . Unemploy-- Yearly Yearly Growth
GDP growth . lndustﬂal. rate ment change in change in ; of gross
(1989= ! (%) !productionj (%) ! vrate® |numberofi labour real
100%) (%) - |employed: pmduchvnly‘; camings
o) (°_/') L)
1989 100.0 50 17.2 - - - 03
1990 96.5 35 9.3 289 - -1 - 57
1991 | 85.0 119 -183 | 350 - == 70
1992 824 <31 1 9.7 23.0 9.8 L - - 1.4
— e 2oy ) L L2 T L T
1993 81.8 06 i 40 225 119 i -6.3 6.1 39
It ROt WPttt SUUSU O Aol SUccs.o ML Zem 22
1994 84.1 29 ! 9.6 18.8 10.7 201 50 72
1995 85.4 1.5 4.6 28.2 10.2 -1.9 35 122
ke IR i) ULt BVURURL:\lr 00 SN oot SUREO vl B sl S ol Do
1996 86.5 _____}_.?__ L __;’_5.4. ] “_-2&6_‘_‘____ 99 0.8 2.1 5.0
1997 90.3 44 1.1 18.3 8.7 01 4.5 4.9
1998 - 949 s.1 12.82 14.3 7.8% 1.9 3.1 36

Unemployment rate has been caleulated emcc 1992, according to the International Labour Organisation definitions,
Jor the 15-74 age group.

Auverage for the 1+ and 3 quarters of 1998

Aterage for January-November 1998.

The sample of the Labour Force Survey has heen broadened since 1998, so data are not fully comparable with earlicr
survey results.

Gross domestic product per employee
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Sources: Hungarian National Bank, Central Stalistics Office.
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Structural changes in the economy, 1989-1998, (yearly changes in %)

| Industrial l Employmcnt l Labour ' Agricultural | Employment : Labour
production " inindustry* productmty production . in agriculture | productivity
1989 BT o REN TR -
i
1990 9.3 - = 4.6 - -
1991 183 - - 81 - -
1992 ] "7 ot .'“’5.. e -
103 | a0 7| oasal 79 240 212
o | sel Azl wal 04| e} 63
s | ae| w2l 81 27| 99 140
s | 4 o7 arl o al o asio e
L2 UL %) U 5| . 05, . .osl M
1998 12,81 43 | 81 532 | 04 | 57

1 Average for January-November 1998,

2 Average for January-lunc 1998,

3 The sample of the Labuur Force Survey hns been broadened sin 1998, su atn ave uot fully compurahle with carler
survey  resulls,

4 Grass domestic product per employee

Swurves: Hungarian National Banh, Central Statisties Office.

Distribution of foreign investinents by tnain branches, 1996-1997 (%)
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) | Distribution of foreign investments
Main branches i :
) 1996 19497

Agriculture, hunting, forestry and fishing E 12 09
Mining and quarrying ! 1.2 1
Manufacturing ; 392 g 39.2
_E_I.C_Cl_l-‘lc_li.\’ gas, steam and water supply | 143 ¢ 137
Construction | e 25
Wholesale and retail ts tradc ! 129_ | 128
Hotclsand restaurants | 25 ! 25
Transport, storage, post alxq_lg[ccommunncnlloxw . 88 | - N
Financial services R LI 105
Real cstate, renting and busmcss acuvmm 74 i;.S
Bduaton e e e g
Public hcalth and social work _!r_ R ot _“ . o —6._1*‘
Other community, social and personal scrvice activities | 0.5 i —’_;).';
Total 100.0 100.0

Souree: Contral Statistics Office 1999, Forcign working capital in Hungary 1936-1997
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Investments by main branches, 3" quarter 1999

| HUF ! Vol.ume indices, same
Million period of the previous
! e d, Year=1000
A;;lc-l:it:;,;un.ﬂ.n; forestry and fishing ) 17,783 ' 86.6
Mining and quarrying 21691 127.8
Monutocturing | 1erom 105.6
Flectricity, pas, steam and water s‘upply o 43,697 | 107.1
Construction CoL oes R
Wholcsale and retail trade e} BT 1076
Hotelsand restaurants N < R 126.3
Transport, storage, post qp_gl telecommunications 119,009 | 1138
Financialservices | .. 2 . 928
Real estale, e renting and business actlvmcs i 1 _se142 4 _ 18
Public administration, defence, compulsory social insurance 21,25 | T L
Education 13917 , 107.2
Publichealthandsocalwork | oweml o w0
Other community, ¢ social and personal wrvxcg_.xc_m_npc | 28764 | y2.8
| Total 601,995 104.2

Source: Central Statistics Office database

Distribution of capital investments by countries 1992-1997 (%)

Country 1092 01993 | 1o 1995 o199 ' 1997
Germany 15| ﬂz.;; 222 46| DB| 18
UnitedStates | 124 210 | M3 160 17-'| 154
The Netherlands Bo| 56| ma| w05, 95| us
Austria Lo Bma) o osk) 191G 159 WS 109
GreatBritain T T P D T B L
Fance = 51| 48} 51} 81l 78 5.7
waly sl s ez s i aa
Belgium o292 2] 31 26d 29
sworand | 3| 20| ael asl ] e
Japan 26| 264 15| 13| 16 15
Other 12.1 87 | 111 100 n2! 1wz

Source: Central Stalistics Office 1999, Foreign working ¢  «lal in Hungary 1996-1997
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Countries investing the largest amount of capital by region, 1997 (%)

ited | | ¢ |
Region Germany LSJ?:::: Austria Netherlands BG;:‘ aln i France Total

Central Hungary 55.8 70.0 623 68.9 488 4.6 629
Central 42 135 6.1 16.3 13 36 7.8
Transdanubia

Western 124 25 20.5 5.7 15.0 15.9 9.6
Transdanubia

Southern 7.7 0.2 4.8 04 36 0.6 31
Transdanubia

Northerm Hungary 10.7 8.5 24 19 26.1 4.3 7.2
Northern Great 6.2 2.7 1.8 26 1.5 2.0 45
Plain .
-Southern Great 3.0 2.6 2.1 4.2 37 29.0 49
Plain

Source: Crutral Statistics Office 1999, Forcign workin,, capital in Hungary 1996-1997

Number of enterprises by scale of enterprise 1992-1997

Type of enterprise 192 | 1993 | 1994 | 1995 | 199 . 1997
Enterprises with 0 employees 46,666 43,241 56,687 60,583 69,296 72,514
Enterprises with 1-10 employees 46,656 71,404 97,286 | 111,549 130,804 | 130,985
Micrao-enterprises (total) 83,322 114,645 153,973_ 172,132 200,100 203,;9. -
Small enterprises 10,199 11,739 _.1_2,914 12,941 13,152 |
Medium-sized enterprises 4,580 4,567 4521 | © 424 4,153 T
Large enterpriscs 213 213 263 320 361
Other 2,120 2,226 2,543 3,053 3,644
Total 110,434 133,390 174,214 192,690 221410 224,812—

Source: Central Statistics Office Gl database

Number of private entrepreneurs by type of employees 1992-1997

Full-time Part-time .
employecs employees Pensioners Total
SN L AL LoV M. .- . o
1992 275,659 255,396 75144 606,199
_ 1993 305,820 296,427 86.590 688,837
1994 347,065 328,772 102,143 777,980
1995 o 363,087 323,652 104,579 791,318
1996 259835 153570 | 47045 | 460150
1997 276,718 132,007 56,323 465,049

Source: Central Slatistics Office Yearbook 1994, 1995; Central Statistics Office Monthly Reports January 1998
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Average earnings, 1989-1998

Gross | Indices of ! Net earnings ! Indices of net | Indices of reali Exchange rate
earnings per | gross earnings|  per capita earnings net earnings | (HUF/USD)
capita ! (previous ,  (HUE) (previous (previous .
(HUF) _, year=100%) yearr100%) | years100%) . ...
1989 10,571 1179 8,165 116.9 9.7 59.10
1990 13,446 1286 10,108 1217 94.4 63.20
1991 17,934 1300 12,948 125.5 93.0 74.81
1992 22,294 125.1 15628 | 1213 98.6 79.00
1993 27,173 1219 18,397 117.7 96.1 92.03
1994 33,309 1249 23,049 125.3 107.2 105.13
1995+ 38,900 1168 25,891 -112.6 878 125.€9
1996 46,837 1204 30,544 1174 95.0 152.57
1997 57,270 123 38,145 124.1 1049 186.75
1998 67,764 1183 45,162 1184 103.6 21761
Since 1995, for organisations +ith a staff of at least 10 and publicly funded institutions, regardless of staff size.
1 November 1998.
Source: Central Statistics Office.
Average wages of employees* by region, 1997
.| Avesage monthly | Average monthly Average ' Average
"L \ gross earnings net carnings 81053 earnings net eamings
__Region (HUF) ) a8 % of the a3 % of the
. average .Avetage |
R1: Central [ lung.a;y 72,771 46442 | 127.1 1218
R2: Central Transdanbia | 56,141 37,570 98.0 985
R3: Western Transdanubia 53,138 35,992 928 944
R4: Southern Transdanubia 50,654 34,655 88.4 N . _9_0_.9~ ]
R5: Northern Hungary | 50189 | 34,368 7.6 90.1
Ré: Northern Great Plain ‘ 47,523 32,937 83.0 863
R7: Southern Great Plain 49,134 33,793 85.8 88.6
Outside the country border 33,199 4,25 | 58.0 636

Data on enterpriscs with more than 20 employees and publicly financed institutions, regardiess of staff size.

Source: Central Statistics Office.
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Average monthly net earnings of employees, February 1999

. Average Average l Nominal ; Nominal wage
earnings, earnings, wage growth, | growth relative
(HUF/person)* | relativeta %) to average
natic aal growth (%)
average (%)
Agriculture, hunting, forestry, 32,058 77 7.7 747
fishing _
Mining and quarying 50,857 1138 13.9 134.9
Manufacturing 43,942 98.3 9.8 95.1
Of which:
15-16 food 42,342 94.7 9.6 932
17-19 textiles and clothing 30,577 68.4 89 865
23-25 chemical products 61,867 138.4 15.9 1544
29-35 machinery 48,408 108.3 108 1048
Electricity, gas, steam and water 54,650 122.2 9.3 90.3
supply
Industry total 45,069 1008 96 93.2 |
Construction 33,609 75.2 9.1 883
Trade 40,397 90.4 85 825
Hotels and restaurants 32,330 72.3 14.0 1359
Transport, storage and 49,039 109.7 10.2 99.1
communications
Financial services 93,733 209.7 124 120.4
Real estate, renting and business 50,724 1135 169 1641
activities
Public administration and defence 49,901 116.6 9.7 9.1
Education 45,490 101.8 181 175.7
Health 37138 83.1 81 78.6
Other services 42,014 94.2 9.4 91.3
National economy, total . 44,689 100.0 103 100.0
Of which:
Non-public 44,646 99.9 94 913
Public 44,765 100.2 119 115.6

Data on enlerprises cmplovir;g more than & (before 1999, at least 10) persons and all publicly financed organisations.
Indexes concern comparable data.

Source: Central Statistics Office
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National Observatory of Hungary
Minimum wage, average wage and subsistence minimurn, 1989-1998

! ! !
1989 | 1990 | 1991 | 1992 ; 1993 | 1994 | 1995 . 1996 | 1997 | 1998

Gross minimum | 3,658 | 5017 | 6700 { 8000 | 8917 | 10375 | 12,062 | 14,308 | 17,000 | 19,500
wage
(HUF/month)

Net minimum 3294 | 4515 | 5989 | 7122 | 7,847 | 9,178 | 10,671 12,376 | 15,045 | 17,259
wage
(HUF/month) L -

Gross minimum | 346 | 373 | 374 359 | 328 | 312 310 305, 297 | 288
wage as a % of
gross average

wage

Net minimum 403 4.7 46.3 45.6 42.7 399 412 40.9 394
wageas a % of
net average
wage

Subsistence 4059 | 5349 | 7,147 | 8162 {11,183 | 9.785 | 11,915 | 14,083 17189 *
minimum '
(HUF/month)

~N

Gross minimum | 901 | 938 | 937 | 980, 79.7 | 1060 | 101.2 | 1016 | 989 *
wageasa % of
subsistence
minimum

Net minimum 81.2 844 83.8 827 70.2 938 89.6 879 875 ¢
wage as a % of
subsistence

minimum : '

The data concerning subsistence minimum refer to families with two adults of wc':rking age and fwo children.
The Central Statistics Office modified the methodology of counting the subsistence mininum wage from 1994, but they
also published data calculated on the basis of the former methodology until 1994.

Surce: Ministry of Labour (1998 and International Labour Organisation ( 1997)
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Annex 2 - Population

Total population (1 January) 1990-1999
Yearly ! « Yearly I Yearly
Total changeof ' Male | changein Female  change

Year | population l total i population male population | in female

| (thousand) | population * (thousand) | population | (thousand) | population

(%) (%) (%)
1990 10,375 - 4,984.9 - 5,389.9 -
1991 10,355 0.2 4,972.2 0.3 53827 -01
1992 10,337 0.2 4,960.5 -0.2 5376.7 -01
1993 _ 10,310 03 49434 -03 5,366.8 -0.2
1994 10,277 0.3 49229 -0.4 5,354.0 -0.2
1995 10,246 -03 4,903.7 -0.4 5,342.0 0.2
1996 10,212 <03 4,883.9 0.4 53284 03
1997 10,174 -04 4,863.3 —_9_1 5311.2 03
1998 '10,’\3_5 -04 48419 -0.4 5,293.5 -0_.3.
1999+ 10,092 -0.4 4,818 0.5 5,274 04
- Preliminary data l
Source: Central Statistics Office
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Population of working age 15-74 (1 January) 1990-1998

Yearly ' Yearly Yearly
Voo | Total G PESOL npate | PEEEOT | Remale | TR
(thousand) population i (thousand) population (thousand) population
(%) (%) (%)
;9:3-(;"— - 6,284.5 - 3,1073 - 3,177.2 -
1991* 6,317.6 - 05 3,1255 0.6 3,192.1 05
1992 77289 - 3,7238 - 4,005.1 -
1993 7,763.3 0.4 37371 0.4 4,026.2 0.5
1994 7,779.6 0.2 37317 -01 41,0479 0.5
1995 7,819.7 0.5 3,747.0 04 4,0727 0.6
1996 7,808.0 0.1 3,733.0 04 4,0750 01
) 1997 7,800.0 0.1 3,7403 02 4,059.7 0.4
1998 7,753.9 0.6 3,719.5 -0.6 4,0344 0.6
15-60 :
1 3rd quarter of 1998
Source: Central Statistics Office
Density of population, 1990-1999
Year Density of population
o . (1sq. km) L
i 1990 1115
1991 1113
1992 1111
1993 1108
1994 110.5
1995 1101
1996 109.8
1998 108.9
1999 108.5
Source: Hungarian Demographic Yearbook 1998
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Population by age groups 1995-1999 (thousand)

Year o4 | 1529 | 2039 | as9 | 060 | 70-
e | 18699 22943 13776 | 27175 1,058.3 928.0
199 1,836.5 23144 1317.6 2,758.7 1,040.2 945.0
1997 1,802.0 2,3239 1,276.8 27920 10227 957.1
1998 17717 2314.0 1,267.1 2,804.6 1,010.8 967.2
1999 1,744.6 2,291.8 1,269.7 2,808.0 998.4 979.1
. Source: Hungarian Statistics Yearbook 1998
Population in towns and villages 1995-1999
vear | Budapest i 83:; l Villgges ! Budapest i 8 :‘:: i Villages
: . .thousands o e
- 1995 1,930.0 4,639.9 - 3,675.8 188 453 359
1996 .1,906.8 4,6271 3,678.8 18.7 453 36.0
1997 1,886.2 46124 3,675.8 18.5 453 361
1998 1,861.4 45924 3,681.6 184 453 36.3
1999 1,8388 © 45709 3,682.1 18.2 453 36.5
Source: Hungarian Statistics Yearbook 1998
Population by nationality 1990
Nationality ! Number ' %
ﬂ;xx:;-a-rian ) T . ) ;0,142072. - 98.5
German 30,824 04
Slovakian 10,459 O.T
Rumanian 10,740 0.1
Croatian 13,570 0.2
Serbian 2,905 0.0
Slovenian 1,930 0.0
Romany 142,683 0.5
Other 19,640 02
Source: Hungarian Statistics Yearbook 1998
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Annex 3 - Social security

Development of the Hungarian Pension System

1960 | 1985 | 1990 - 1995
Ratio of pensioners to employed (%) 358 408 46.1 748
Ratio of pensioners to pension-aged population (%) 83 93 105 130
Ratio of persons aged 60+ to those aged 20-59 (%) 306 - 359 36.0
Ratio of average pension to average wage (%) 55.5 56.2 66.1 61.0
Implicit contribution rate* 19.8 29 304 43.6*

Calculated proportion of average (net) wages necessary to finance the pensions system.
+ 1994

Source; Palacios and Rocha (1998) and Csaba and Semjén (1998)

Sacial expenditure and revenue, 1989-1995, (% of GDP)

1989 | 1990 | 1991 | 1992 | 1993 | 1994 | 1995
e o eaeo o —. ... Cpenditure

.P;ensions L 9.0 9.7 10.2 104 103 10.8 —;9 .
Sickness benefits ' 15 14 14 13 14 13 11
Family benefits* 44 46 45 39 37 3.2 24
Unemployment benefits _ - - 08 22 2.2 1.5 1.6
Social assistance (locat) - - - 05 08 0.7 0.5
Other cash benefits 04 04 0.4 04 0.6 0.5 0.4
Total cash bencfits 154 16.2 17.3 188 19.0 17.9 16.0
Active employment measures - - 03 06 0.6 0.6 04
Health care and social benefits in kind 5.1 58 6.6 71 72 74 6.6
Consumption and housing subsidies 7.9 68 54 41 3.0 2.6 2.7
Tax soctal benefits 03| 03| os| o3| o2{ o2
Total social expenditure 2861 2911 " 302) 308 300 28.6 5.7

- Revenues L .

"S'ocial Insurance contributions 17.0 16.3 15.7 153 14.8 . “.—.1:'.!.7
Other revenues 121 138 150 147 | 138 12.0

* Family supplement, maternity allowance, and maternity benefit

Suurce: Ministry of Labour (1998)
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Main tax revenues

198€ | 1989 | 1990 | 1991 | 1992 i 1993 | 1994 1995 ; 1996 | 1997
HUFOWmillion
’l:-¢>tal ;;‘a\jor' taxes 4881 529 | 606 | 643 | 732 | 903} 1,052 | 1,383 | 1,553 | 1,649
GDP 1440 | 1,723 | 2,089 [ 2498 | 2943 | 3,548 | 4,365 | 5500 | 6,745 | 8,020
... SweesfGDPCN

Major taxes T 1 39| 307 290 | 257 ] 249 25.5_1 41| 252 | 230 | 206
Value-added tax 8.5 78 70 6.0 6.0 8.1 7.7 77 77 7.6
Personal income tax 43 55 6.1 74| 70| 73 7.0 70 71 6.1
Consumption tax 6.1 55 52 5.5 57| 42 38 38 3.5 S5
Customs fees and duties 24 26 25 25 34| 36 35 4.6 33 20
Corporate tax 6.1 54| 45 31 221 16 1.7} 17 12} 12
Extraordinary payments 65 38 38 1.3 07 0.7 04 0.5 0.2 0.2

Source: Védmasi-Nagy ﬁl al. (1998)

Changes in the Personal Income Tax (PIT) Burden (HUF/year if not otherwise stated)

|
. Average } Minimum Upper limit| Highest !Lower limit: Average
Year gross wage® of zero% | PITrate | of highest - PIT rate
wage ‘g tax bracket (%) | tax rate (%)
1988 107,616 36,000 48,000 60 800,001 14.43
1989 126,852 44,400 55,000 56 600,001 14.37
48,000
1990 161,352 57,600 55,000 50 500,001 16.11
67,200
69,600
1991, 215,208 84,000 55,000 40 500,001 18.13
1992 267,528 96,000 100,000 40 500,001 17.97
1993 326,076 108,000 100,000 40 500,001 19.25
194 407,268 126,000 110,000 4 550,001 18.06
1995 466,800 146,400 110,000 |- “ 550,001 2145
_199% 562,044 174,000 + 48 900,001 2259
1997 671,640 204,000 + 42 1,100,001 20.91
* In 1989 and in 1990 the minimum wage changed during the year.
+ The zero tax bracket was eliminated after 1596,
Source: Vdmosi-Nagy at al. (1998}
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Annex 4 - Labour market

Employment in Hungary (15-74 years), 1992-1998

! 1 ] ’

Total I Yearly ' Female Yearly Female Male Yearly ' Male
employed® | change in | employed* | change in | shareof |employed®} changein | share of
(thousand) | number of | (thousand) | numberof | total (thousand) | numberof| total

employed female employ- . male employ-
(%) employed | ment employed | ment
J I )
1992 4,082.7 - 1.864.5 ~ 457 2,218.2 - 54.3
1993 38273 -6.3 1,750.0 6.1 457 2,077.3 4.4 54.3
1994 3,751.5 -20 1,696.5 -3.0 452 2,055.0 -11 54.8
1995 3,678.8 -1.9 1,629.2 4.0 43 2,049.6 -03 55.7
1996 3,648.1 08 1 16110 -11 4“2 2,037.1 -0.6 558
1997 3,646.3 -01 1,602.0 0.6 €9 2,0443 0.4 56.1
1998%2|  3,697.7 14 1,656.0 34 4.8 2,0417 -01 55.2
* Excluding persons being on child care lenve and including conscripts.
1 The sample of the Labour Force Survey (LFS) has been broadened since 1998, so data are not fully comparable with

earlier survey results, Using the old sample we would obtain slightly higher figures (around 20,000 persons).
2 3 quarter 1998

Source: Central Statistics Office, Labour Force Survey.

Employment rates in Hungary by age group 1992-1998, selected years (%)

: ‘ 1992 1994 I 1996 | 1997 | 19981
Age':
B [T W M T W M T W M T W M T W M

PRy t—

15-74| 528 | 46.6 | 59.6 4.8.2 419 (551 | 46,7 [ 39.6 | 54.5 | 46.7 | 39.5 546.‘[-;9 411 | 553
1559 624 | 56.5 | 68.5 | 58.0 | 519 | 64.2 | 56.6 | 49.3 | 64.1 | 565 | 49.2 | 64.0 I57.7 511 | 644
1524]373 1336 | 40.7 | 329 | 295 | 361 | 304 [25.2 | 354 | 314 | 26.2 | 36.2 | 352 | 305 | 39.6
25-39| 758 | 68.1 {833 | 723 | 637 | 80.8 | 70.5 | 59.5 | 814 | 70.2 | 58.6 | 81.7 | 71.3 | 60.8 | B1.5
4059 658 1596 | 72.6 | 61.5 | 554 | 68.1 | 61.6 | 554 {683 | 61.4 | 553 | 68.2 | 61.1 | 55.7 | 67.0
6074] 98| 75(130} 60| 42| 84 ] 44| 32| 60| 39| 28| 55| 40| 25| 60

* Excluding persons on child care leave and including conscripls,
1 The sample of the Labour Force Survey (LFS) has been broadened since 1998, so data are not fully comparable with
earlier survey results. 3¢ quarter 1998 .

Source: Central Statistics Office, Labour Force Survey.
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Employment rates by major sector in Hungary, 1992-1998, (%)

' Agriculture Industry Services Non-employment
| Total | Female Male | Tutal {Temale: Male } Total Female) Male _ Total Female: Male
1992 6(-] ";.6" ) “8.5 “18.5 1331 241 283 | 29.7| 270 472 | 534 40..4,
1993| 45 26 66| 161 | 16| 221 | 287 | 293} 269 | 507 | 565 | 4.4
19941 42 23 63 159 | 108 21 ; 281 | 288§ 273 | 518 | 581 | 49 |
1995 3.8 19 591 153 99 | z12| 279 | 282 | 276 | 530 600 | 453
1996 39| 18 611 152 99| 210 | 276 | 278 | 274 | 533! 604 455
1997 3.7 18| 58| 155 99| 216 | 276 | 278 | 273 | 533 | 605 ] 454
199 37| 18| 58| 162| 104| 26| 279| 289 269 521| 89| 47
* Excluding persons on child care leave and including conscripts. '
1 gﬁ.‘:'ffm :Lt:ul,.z’bo;': ::ﬁef"{;:é' (LFS) has been broadened since 1998, so data arc not fully comparable with
Source: Central Statistics Office, Labour Force Survey.
Structural changes in employment of women 1992-1998, (%)
Employment Female Employment |  Female Employment Female
- share of employment shareof | employment share of employment
agriculture® share in industry* share in. | services® share in
agriculture industry” | | services®
1992 11.3 31.2 %A o 373 o 536 54.2
1993 9.1 296 327 36.0 58.2 - 54.0_
1994 8.7 284 30| 3524 583 | 534
_19% | 8.0 259 326 337 59.4 52.6
- 199% 8.3 2.0 326 340 59.1 52.6
1997 79 250 331 331 59.0 52.6
1998 78 247 339 333 583 53.8

-

-

carlier survey results, 34 quarter 1998

Source: Central Statistics Office, Labour Force Survey.
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Number of employed by sector 1992-1998, both sexes (thousand)

| 1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998+
Agicutwre | 4601 3497 | 3076 | 2951 3024 2878 2889
Mining and quarrying — 527 | 422 392| 340| 328 272 | 248
Manufacturing 1,053.5 | 937.8 888.8 850.2 850.8 864.1 %02.5
Electricity, gas, stcam and water supply | 108.0 | 1051 | 1083 ; 96.6 _ 888 | 974 94.6
Construction - 216.8 207.1 201.0 217.3 3_117 219.2 237.9
Total industry 1431 | 12922 [1,2373 | 11981 |1,190.1 | 1,207.9 | 1,259.8
Trade 1 480.4 _ _469.5 467.4 459.9 486.9 496.8 472.6
Hotels and restaurants _ 1156 | 1104 | 1106 | 1166 | 1141 | 1209 | 1220
Transport, storage 364 | 33631 3145 319.6 | 3212} 3100 | 3041
Financial intermediation 68.7 72,6 72.9 82.2 83.3 833 825
Real cstate, renting 1403 | 1376 | 1256 | 130.6 | 1282 | 1463 | 1647
Public administration and defence | 2937 | 2995 | 3202 | 3181 | 3066 | 2938 | 303.6
Education : 3118 | 3428 _338.6 3354 319.6 296.9 3015 )
Healthandsocialwork | 263 | 2416 | 2390 | 2314 | 2256 1 2321 | 2390
Otherservices 1984 | 1754 | 1978 | 1918 | 1701 | 1705 | 1773
Total services . 2,191.6 g,_l 35.7 2,186.6 | 2,185.6 | 2,155.6 | 2,150.6 2;1 67.3
Total | 40827 | 38273 3,751.5 | 3,678.8 | 3,648.1 | 3,646.3 | 3,7163

The sample of the Labour Force Survey (LFS) has been brondened since 1998, so dala are not fully comparable with
carlicr survey results. 31 quarter of 1998,

Source: Central Statistics Office, Labour Force Survey.

Employment by region 1992-1998, (tlxa:téand)

Region 1992 ' 1993 | 1994 | 1995 | 1996 | 1997 | 1998
R1: Central Hungary _ 12771 ) 1,284 | 11770 | 1,1721 | 11 364 | 11281} 11351
R2: Central Transdanubia 424 421.3 415.5 4074 406.8 4129 430.6
R3: Western Transdanubia 419.7 407.9 406.4 3977 | 4032 406.4 4129
R4: Southern Transdanubia 3970 3645 | 360.6 334.7 3425 3385 | 3473
R5: Northern Hungary 462.1 4328 315.6 402.2 399.3 397.8 3953
Ré6: Northern Great Plain 5411 495.8 487.2 474.7 4735 | 4684 4780
R7: Southern Great Plain 5434 496.6 489.2 490.1 486.4 494.2 494.1
Total 40828 | 38273 ) 3c515} 3,6789 ) 36481 | 36463 | 36933

1 The sample of the Labour Force Survey (LFS) has been broadened since 1998, so data are not fully compatible with

carlier survey results, 3 quarter 1998.

Source: Central Statistics Office. Labour Force Survey.
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Employed persons by educational attainment 1992-1998 (thousand)

Yeor | Incomplete | Completed ; Apprentice or | Grammar ot Callegé or : - Totalt
primary _ prin-ary vocational ather university ;
education education schoul sccondary degree
o school L l
1992 4211 10294 | 1,078.1 1,192.2 5839 | 40257
w93 | 79| . ses| o4  1wss | se5| 37703
ow | w3l sm2| el 11 s13 | 3605
1995 477 809.5 1,0945 121 1 5590 |  3p28
1996 42.6 TR0 | 1,126.9 1,105.7 585.7 3,605.1
1997 M3 709 11196 | 11400 | 545.5 3,6103
1998* 311 7814 11335 1,156.1 591.2 3,693.3
¢ The sample of the Labour Force Survey (LFS} las been broadened since 1.998, so data arc nol fully compatible with
last survey results, Q3 1998. :
1 In the official Central Statistics Office publications, thesc figures do not coincide with the snumber of total employed.
Since Hie difference is not explained, we have to use these figures without fully understanding them.
‘Source: Central Statistics Office, Labour Force Survey
Labour force participation rate of the working age (15-74) populatios
: by age group, 1992-1998, both sexes (%)
e | 1519 | 28 | 2529 | s0d0 | s0st | 55 |07 | 15
Jer B0 ..lkq‘__"?_-‘f'_ _. 866 87| 43| 103} %86
1993 | 208) 685 760} 89 M4 %9, 79 560
1954 91| 61y 77| 828y TS| | T4l R Y
w95 | wes| ea| mol mal sl w2l s3] wma
1996 153 _613 724 81.0 76.2 22| 46| 5_1:5_!
1997 142 | 597 | N9} 794 RCE -2 4.2- B “51.2-
1998* 15.6 61.1 73.0 79.3 74.5 26.1 44 51.8
* 3+ quarter of 1998.
Source: Central Stahstics Office, Lalour Force Surtxy.
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National Observatory of Hungary

Numnber of vacancies and number of unemployed by region, 1998*

Region Number of vac;ncies (ﬂl:l o‘:::’:c;)o(i;l‘jgczii’il:i); ie:n)
R; Conwal Hungory R L 673
R2: Central Transdanubla SRR - Y. o
R3:WesternTransdanubia | 44 267
Ré: Southern Transdanubia L
Rs:NothemMungary & . . .. ..82_ 541
R7: Southern Great Plain . 638, %2
Total 54,774 302.8
. Number of vacancies: 1 November 1998, number of unemployed, Q3 1998 survey,

Sources: National Lakour Centre, Central Statistics Qffice, Labour Force Survey

Structural imbalances by region, July 1998, (ratio of unemployed to vacancies)

Regi Skilled | Semi- lUmldlleJ [Tatal mue} White | Toul

. shdlled | | collar | collar |
?{-1. E«:r-\—t;alelé_a_:y 2.4. 44 --f’G E _ a3 13.2 1.1
Rz Central Tra‘nsc_i_mubia ‘ 36 38 12.61 | 4.3. -112 ) 50
R3: chzcm Tft_xn?dein_tib_ia 7.9‘ 5.0 128 70 21.3 8.2
R4 Southern Transdanubla 26:6 ‘ 13;1- i 21.1 19.5 21.6 i 198
135: Northern Hungary 1 ‘11.6 70 13 ._ 9.9 %0.4 10.7
R6: Nﬂem GrcuatnPlairL_ 14 6.7 R 9.’_5 . :).0 16.7 .9.7
R7: Solx_thcrn Great I.’lam N 13-7_ 1 55 1 114 78 135 8.5
Total 6.7 5.7 100 6.9 155 77

Source:  National Labour Centre
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Unemployment in Hungary, 1990-1998

Number of Number of registered Unemployment rate : Unemployment rate
- Y unemployed 1 unemployed 2 (ILO definition) (%) ' (registered) (%)
i €ar | (thousand) (ILO (thousand)
definition) R
1990 - 79.5 - 14
1991 - 406.1 - 74
1992 437.7 663.0 9.8 123
1993 . 5181 632.1 119. < 121
199 485 5196 107 104
1995 410.6 495.9 . 10.2 104
1996 3993 477.5 9.9 105
1997 3675 464.0 ' 8.7 104
1998* 313.0 3924 + 75 88+
* The sample of the Labour Force Survey (LFS) has been broadened since 1998, so data are not fully comparable with
earlier survey results.
+ November 1998
Sources: ! Centra! Statistics Office, Labour Force Survey, 2 National Labour Centre
Unemployment rate by age group 1992-1998, selected years (%)
‘ 1992 - 1994 1996 1997 19981
Age '

]T-w;MIT:w M:T ! W M.T W M:T W M

PR

1574 | 98| 87! 107] 107| 94| 11.8| 99| 88| 107| 87| 78 95| 75| 67 8.2

el o - _-.-W-__.

1559 | 100| 89| 109{ 107{ 93| 119| 100| 89| 108| 88| 78| 96 75) 66| 82

1524 | 175] 151] 193] 194| 166 21.5| 18.0} 164| 190| 159| 145| 169 133} 11.6 145

2539 99| 91| 106} 105| 97| 11.0{ 98{ 93} 103| 85} 79| 90| 74 69| 738

405 | 731 65| 8o| 78| 64| 90| 75| 66| 83| 66} 57| 74 55] 49| 61

0741 42| 49| 40| 105! 149] 71 54| 79| 34} 62] 77| 51} 93 10.3] 86

* 3¢ quarter 1998.
Source; Central Statistics Office, Labour Force Survey.
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National Observatory of Hungary

Unemployment by region 3 quarter 1998

Region Number of unemployed Unemployment rate
(thousand) (%)

R1: Central Hungary | 673 5.6
R2: Central Transdanubia . 305 6.6
R3: Western Transdanubia 267 ‘ 6.1
R4: Southern Transdanubia 1. 340 o 89
R5: Northern Hungary 541 120
R6: Northern Great Plain o 56.0 105
R7: Southern Great Plain 4.2 65
Total 302.8 76

Source: Central Statistics Office, Labour Force Survcy

Vacancies by .regian, July 1998

. - Region Skilled ‘Skm:;i; Unskilled To::ill::ue ! :Vohul:: I To:t_n.l_'_.
R1: Central Hungary 7800 3,824 1,955 13,579 - 1,246 14,825
R2; Central Transdanubia 3,891 3,004 559 7454 745 8199
R3: Western Transdanubia 1211 1,564 367 3,142 285 3427
R4: Southern Transdanubia 640 859 527 2,026 366 2,392
R5: Northern Hungary 2,801 2,550 1,812 ‘ 7163 . 64 7,797
R6: Northern Great Plain 2875 3,417 2,187 8,479 834 9,313
R7: Southern Great Plain 2,468 2,541 1,029 6.038 881 6,919
Total 2686 | 17759 | 8436 | 47881 | 4991 | 5287

Source: National Labour Centre
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Unemployed persons by length of job search as a percentage df the total unemployed

Year 0-6 months 7-12 months 12+ months

B 1992+ 51 280 : 21.0
1993 374 27.4 . 352
1994 B4 234 432

. 1995 27.3 . 21 50.6
1996 ‘ 5.1 205 544
1997 ' 27.3 213 514
1998 27 51 499

* Q3198

Source: Central Statistics Office, Labour Force Survey

Expenditure on active and passive employment measures, 1994-1998, Billion HUF

1995 | 1995 | 199 | 1997 ' 1998 | 19980

Passive measures 524 490 514 549 576 64,1
Income support ) - - 9.6 ) 200 20.3 211
Active measures _ _?0.9 284 306 46.3 58.9 6_1-:;
Employment service 6.4 71 ___7.3_ L __8._7_ ) _10.1 10,0
lnve.stment in employment - - -1 23 23 1,3
services

Public works council - - 0.5 34 52 5.0
Total expenditure 83.3 774 91.6 121.2 136.8 146,6
Proportion of active 371 36.7 334 38.2 43.1 41,9
measures

A vy o

Source: Ministry of Labour (1998)

LW BEST GOPY AVAILABLE
153

Q ..
ed by DynEDRS

IToxt Provided by ERI




National Observatory of Hungary

Expenditure on active and passive employment measures 1992-1997, (% of GDP)

| - 192 | 199 | 100s | 1995 | 1996 ' 1007
Public employment service 0.15 ‘ 0.15 0.15 013 onn}| . 013
and administration (a)

Labour market training (b) 0.15 0.23 0.19 013 | . 008 0.08
Subsidised employment (c) 0.31 0.28 0.27 0.17 0.18 0.23
Unemployment - 215 202 1.07 0.72 0.60 046
'l compensation (d)
Early retirement () 0.05 0.11 0.15 0.19 0.16 017
Tgtil e 281 2.7'9 1.83 o 135 113 1.07
Of wluch ' T
Active measures (a-c) 0.61 0.66 0.61 0.43 0.37 0;4_
Passive measures (d-e) 221 213 1.2 0.92 0.76 063
Percentage of the registered unemployed covered by the unemployment benefit system,
1990-1997 '
. Covered by Coverage -

Period Unex;\g::fyi?ent mc:::asi p‘;{) rt | C;Er(,etr?ge -t
December 1990 77.6 J - 77.6
December 1931 76.8 ‘ . 76.8
December 1992 n.g | 6.2 78.1
December 1993 | 517 24 : 741
December 1994 36.9 398 76.7
December 1995 40.1 389 79.0
December 1996 29.2 43 735
March 1997 300 428 732
June 1997 300 | 449 749
December 1997 294 419 ' 74

Source; Boeri-Pulay (1998)
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Annex 5 - Vocational education
and training

Hungarian schools by type of school

1997/1998

Schools® Number [Percentage of non-state schools

Total number of schools (Primary schools, Secondary 6,055
grammar schools, Secondary vocational schools, Skilled
worker training schools, Typing and shorthand vocational
schools, Health vocational schools, Other vocational
schools, Special institutions for handicapped students,
Colleges and Universities)

7.9
Total number of non-state institutions (Primary schools, . 478
Secondary grammar schools, Secondary vocational
schools, Skilled worker training schools, Typing and
shorthand vocational schools, Health vocational schools,
Other vocational schools, Special institutions for
handicapped students, Colleges and Universities)®

Total number of vocational schools (Secondary vocational 1,244
schools, Skilled worker training schools, Typing and
shorthand vocational schools, Health vocational schools
and Other vocational schools)

Number of non state vocational education and training 102
institutions (Secondary Vocational schools, Skilled worker
training schools, Typing and shorthand vocational schoals,
Health vocational schools and Other vocaticnal schools)

Total number of full-time students in schools 1,666,551

Number of full-time students in non-state institutions 99,096
(Primary schools, Secondary grammar schools, Secondary
vacational schools, Sikilled worker training schools, Typing
and shorthand vocr.tional schools, Health vocational
schools, Other vocational schools, Special institutions for
handicapped students, Colleges, Universities)!

59

Source: Statistics publication of the Ministry for Education, Statistics Report 1997/38 Ministry of Education,
Statistics Department, Hungarian Statistics Yearbook 1997, Stalistics on gencral education, Ministry of Education

8  Wecannot provide the number of educational institutions, only the number of educational/training places, e.g., the
multi-profile institutions (primary schools, secondary grammar schools, secondary vocational schools, skilled worker
training school ctc.) count as two or more institutions.

9 As we have no definition of private institutions from the European Training Foundation, we have provided the
number of non-state institutions maintained by churches, foundations and other bodies.

10  Wehave data only on the number of students enrolled in non-state/private schoals. Other dala on thesa institutions
are not available.
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National Observatory of Hungary

Annex 6 - Qualification structure

Number and distribution of students in education institutions at secondary level
1990-1997
Secondary l Secondary I Apprenticeship | Vocational Total Total in
_ grammar i vecational schools schools vocational
schools schools education -

‘ and training

1990/91 123,427 168,445 209,371 15,484 516,727 393,300
1991/92 130,378 178973 204,655 21,058 535,064 404,686
1992/93 136,729 186,225 188,570 28,186 539,710 402,981
1993/94 138,198 192,388 | 174,187 30,411 535,184 396,986
1994/95 140,352 196,965 163,330 | 27,967 528,614 388,262
1995/96 140,884 208,415 154,294 25,725 529,318 388434
1996/97 140,867 220,528 143,846 19,924 525,165 384,298
1997/98 +141,402 +227,243 <132,637 -11,274 512,556 -371,154
1990/91 2.9 326 405 3.0 100.0 76.2
1991/92 244 334 382 39 100.0 75.6
1992/93 253 M5 349 52 100.0 747
1993/9%4 258 359 325 5.7 100.0 742
1994/95 26.6 373 309 53 100.0 734
1995/96 26.6 394 291 49 100.0 734
1996/97 26.8 420 274 38 100.0 732
1997/98 +27.6 +44.3 -25.9 <22 100.0 724

‘ Data on handicapped studenis are not included
Source: Statistical data of the Ministry of Education
o 17 2EST COPY AVAILABLE
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Training places

Annex 7
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National Observatory Country Report

Number and percentage of students enrolled in vocational schools who receive training
in workshops and in enterprises

Number of students in training places
y N in large -in sm.all enterpris?s :
ear in school out of school and with unclaggified ;
- enterprises entrepreneurs ' TOTAL
Workshops Work placements .
NUMBER OF STUDENTS ‘ )
1980/81 20,804 48,833 27495 56,964 154,096
1985/86 25,702 75,908 34,848 39,932 | 176,39
1990/91 33,300 83225 40,216 ) 52,630 209,371
1991/92 40,040 69,506 33,923 L 61,186 204,655
1992/93 - 46,337 52,178 28,099 61,956 188,570
1993/94 52,593 42,028 | . 20,804 58,762 174,187
1994/95 55,902 33,725 l9A7i 54,232 163,330
1995/96 L _—58.330 27,721 . 16915 51,328 154,294
1996/97 58,826 27,669 9,606 L 47,745 143,846
1997/98 58,253 22,875 9,610 41,899 } '!32,637
blSTRlBUTION OF STUDENTS (%)

1980/81 13.5 317 178 ' 37.0 100.0
1985/86 14.6 430 198 226 100.0
1990/91 159 398 19.2 ?_5.1 100.0

W/ | 196 0|  1s| 299 1000
__1933_/33“ ) . 2‘4:6 ‘ 277 149 L _3?.9 100.0
1993/94 30.2 L 241_ L _}}19._~ ) | 337 1000
1994/95 342 20.6 119 | 3_3_.2 __100.0
1995/96 378 18.0 " 110 333 1000
1996/97 40.9 19.2 6.7 33.2 100.0
1997/98 439 173 72 316 100.0

Source: Statistical data of the Ministry of Education
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National Observatory of Hungary

Number and distribution of training places in secondary grammar schoo!. .
secondary vocational schools, and apprenticeship schools

Type of school
Training places Secondary grammmar Apprenticeship Upper secondary
schools and secnndary schools education institutions
vacational schools :
Out of school (in enterprises) 0 ' 25,685 25,685
Percentage in enterprises (%) 0.0 411 249
In school 40,784 36,779 77,563
Percentage in school (%) 100.0 589 75,1
Total 40,784 S 62,464 103,248

Source: Statistics Report 1997/98, Statistics department of the Ministry of Education
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Annex 8 - Teacher training

Relevant information about teacher training in Hungary

Vocational teacher training is aimed at training teachers to provide vecational teaching in the
institutions providing vocational training in the Hungarian school system, i.e., in the vocational
training institutions operating in the technical, economic, agricultural and health sectors, and to
deliver training outside the school system, in line with their specialised qualifications. The goal of
the training is to give teachers, who already have a high standard of theoretical and practical

knowledge suitable for further development, a broad-based psychological, pedagogical and general

education, including a basic knowledge of information technology, labour rights and children’s
rights. The aim is to produce teachers who are capable:

a of applying their professional qualifications to a teaching situation;

m of getting to know the students, respecting them, developing their personalities and directing
their work outside the school in an individualised way; and

m of using efficient pedagogical methods and techniques.

Such teachers need to have the basic knowledge required for family, vocational and educational
counselling. They must be mature, autonomous and creative. They should be capable of constantly
revising and refurbishing their knowledge and skills and of identifying with, and transmitting, basic
human and social values. '

The structure of vocational teacher training

The current structure? of vocational teacher training developed in the early seventies. Vocational
tcachers are trained on two levels - university and college - and in four sectors - technical,
economic, agriculture and health.

12 The position of vocational teacher training in higher education. In a higher education institution, a diploma
attesting to, and defining the level of the qualification, as well as the professional qualification itself, may be obtained
inbasic training and specialised further training, For basic training, the training provides college- or university-level
qualifications. Institutions of higher cducation provide general and specialised further training, based on
university-level basic, doctorate and master training. General further training is aimed at expanding exlsting
knowledge, while specialised further training concludes with the issuing of a diploma which is a specialised
qualification, different from basic training. Teacher training, which involves more than 30% of all full-time students,
ruters to all basic training branches in higher education where higher and specialised teaching qualifications can be
acquired. The types of training are: kindergarten lcacher training, elementary school teacher training, higher than
clementary teacher training and special teacher training. Teacher training reflects the fundamental division of the
training system into general teacher tralning (for public education) and specialised vocational teacher training.
Vocational teachers are prepared, not only to teach in the vocational school system, i.e., in vocational and secondary
vocational schools, but alsc ‘o participate in vocational training outside the school system., Teacher training is carricd
outatcollege and atuniversity level. Theareas of specialisation are the {liberal) arts, sciences, arts, physical education,
technical education, economics, agriculture, health and teaching for the handicapped and special education.
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The structure of vocational teacher training is summarised in the following table.

The structure of vocational teacher training

: Technical branch  Economic branch | Agriculture branch | Health
i ' Type of training
University level Teacher Teacher Teacher _
College level Teacher Teacher Teacher Vocational trainer
Vocational trainer | Vocational trainer® | Vocational trainer™

Vocational teacher training comprises college-level vocational trainer Iraining as well, Skilled workers with secondary

(matriculation) exantination and practical vocational experience may reccive vocational traner training to prepare them '
Jfor practical vocational training.

I the areas of commerce and catering

Institutions involved in vocational teacher training

Vocational teacher training and vocational trainer training in Hungary is a decentralised system,

based on an extensive network. It follows the sccondary school system and covers the sectors shown
in the following table.
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The provision of vocational teacher/trainer training in Hungary

1i2falals|6f{7]8]s

Engincering X x| x

' |
V{1 25}

X

Power industry

Information technology

Chemical industry

Architecture, construction industry

M I X X [ 11X
x
x
X
x
x

Transport

B e

Agriculture

Food industry X

Environment protection X

P -

Commerce X

Catering

Economics X

Health

7.
8.
9.

S S o A

Technical University of Budapest,
Budapest University of Economics,
Banki Donat Technical College,
Kand6 Kélmén Technical College,
Janus Pannonius University of Arts, Pollack Mihdly College Faculty,
Széchenyi Istvan Technical College,
University of Miskolc, Dunatjvéros College Faculty,
University of Agricultural Sclences, Godollo,
University of Sopron,

10. College of Commerce and Catering.

The table also includes the Hajnal Imre University of Medical Sciences (11) where college-level
vocational trainer training has been launched.

Basic statistics on vocational teacher training

At present, training in one or more branches of teacher training is provided in most higher education

institutions, 53 out of a total of 90 institutions, and 17 of them offer vocational trainer training.

Data on vocational teacher training is, however, difficult to establish from the available statistics.
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Data on student teachers and full-time students

- o o———

1993/1994 ! 1994/1995 ! 1995/19%6 : 1996/1997
;';;\.l:\:lmbc._-r of teachers AR ”18,998} 1939
Total number of full-time students -~} 103713 | - 116370 | 129541 | “"“.‘P.
‘ Ofwhich: e |
full-time student tcachers | 38660 I 407% 45,890 ; 46211
full-time stuiignt-v?caﬁonal traincrs_ _ 2,523* 2,729* 1 ‘1,600"'.[ 1,432""“.

The total number of students participating in training, correspondence course and female students in

teacher training :

Total number of students 133,956 154,660 179,565 | 199,032

{full-time, evening and correspondence) i

— —— R I bt ints atmee R L ILREE PRP NN -t srapes wm .._v.—-’—---- . ee S cw—

Correspondence students in teacher 16,246 20,537 17,601 | 17,822

training I

Female students in teacher training . 22,738 27,967 32,868 | 32,601
’ ]

(full-time, evening and correspondence)

. The number of corrcopondence students parlicipating in 1996/97 was 1,814***

’ only technical universitics and arts universities which also provide teacher trainin
anly technical colleges and universities participating in vocational training {mumﬁ'd Sfigure)
only the institutions listed in the vocational teacher training list without the BME and the MKE
inrludiug the Zrinyi Miklds University for National Defence and the Miskole University but excluding Budapest
University of Economics, the College of Commerce and Calcring and Pannon Source: Higher Education Statistics
information University of Agricultural Sciences.
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. Nationa! Obscrvatory of Hungary

Annex 9 - Career starters

Number of registered unemployed school-leavers and registered unemployed by
educational attainment in May, 1999 '
Educational Number of registered Number of registered
attainment unemployed school-leavers unemployed by
by educational attainment educational attainment

Completed primary school or less - -7,651 167,123
Completed apprenticeship school or 8,146 146,130
vocational school
Completed secondary vocational school 5,221 51,585
or technical school
Completed secondary grammar school ' © 3,108 31,714
Completed college or university 782 9,714
Total 24,908 406,265

Source: Monthly Report, May 1999, National Labour M: :hodological Centre
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National Observatory of Hungary

School-leaver unemployed by education level and counties 0 May 1999)

Completed Completed | Completed | Completed ! Completed i Total
‘primary | apprenticeship | secondary secondary : college,
' school school or vocational grammar university
Cou.&ties or less vocational school or school '
L : school technical :
st school l
Budapest 23 1B 2 155 76 834
Baranya 401 374 193 128 341 1130
Bécs-Kiskun 304 415 250 150 360 1,155
Békés 287 | M5 272 172 310 | 11,070
Borsod-Abadj- 1,142 1,494 689 1. 420 88 3833
Zemplén
Csongrad 290 257 264 144 36 . 991
Fejér 305 272 255 123 a1 996
Gyér-Sopron- 94 109 | 106 |. 64 26 399
Moson
Hajda-Bihar 795 740 363 283 65 | 2246
Heves 244 233 206 9% 37 814
Koméarom- 272 272 263 138 31 976
Esztergom
Nograd 302 242 21 121 19 915
Pest 27 361 329 169 44 1,174
Somogy 294 335 245 112 23 1,009
Szabolcs- 1,250 1316 473 407 73 3,559
Szatmér-Bereg
Jész-Nagykun- 448 520 275 134 37 1414
Szolnok
Tolna 342 289 216 105 27 979
Vas : 97 99 89 46 2 351
Veszprém 183 233 166 112 20 714
Zala 57. 101 105 31 1|
Total 7651 | 8146 5221 3,108 782 | 24,908
Source; Monthly Report May 1999, National Labour Methedological Cenire
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The most popular subjects for which training is offered

1998
Training ' Enrolment
Uniform Classification System of Occupations . courses
designation { v
! Num.ber " Number %

Techméaq;;;;s;);s . - - 1,200 22,139 2
Economic and bank administrators 817 19,637 19
Commercial and catering professions 964 18,462 18
Operators of other non-movable machines 358 7114 7
Professions related to non-material services . 314 6,133 6
Healthcare professions : 181 5,206 5
Professions in the iron and metal industry 193 2816 3
Administrators of jurisdiction, life and property security 13 2,356 2
Professions in the construction industry 130 1,681

Professions related to social and labour market services 76 1,669 2
Other, non-listed professions 1,017 16,462 16
1998 Total 5363 | - 103,675 100

Source: Onsme basis of statistical data ordered (No 1664, 1665) within the framework of National Programme for Data Collection
(OSAP).
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Annex 11 - Research programmes |

Feasibility study of strategic plans on local, regional and national level, Restructuring the
qualification structure, National Institute of Vocational Education

Role of the social partners in the decision-making and elaboration phase of vocational education and
 training planning, National Institute of Vocational Education

Curriculum Development, Feasibility study, National Institute of Vocational Education
Labour Market Forecasts (shcrt- and medium-term), National Institute of Vocational Education

Feasibility study of modules developed in the field of computer sciences, National Institute of
Vocational Education -

Research on the mutual impact of different programmes launched in the school-based education
system, with a view to identifying overlaps in different qualifications, National Institute of
Vocational Education

Comparative analyses of vocational education and training systems in European Union Member
States, National Institute of Vocational Education

Structural and content overview of the National Register of Qualifications, National Institute of
Vocational Education )

Accessibility of vocational education and training from different aspects (gender, age, educational
attainment, qualifications and regional and local conditions), National Institute of Vocational
Education

Development of an effective system to measure efficiency in the field of vocational education and
training, National Institute of Vocational Education

Work experience as training strategy, University of London, National Institute of Vocational
Education
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Carrier orientation, Kandé Kalman Technical College
Project education, Kand6é K4lm4n Technical College, Teacher Training Department
International master training, Kand6 Kalmén Technical College '

Systematics of public education, School management, Technical University of Budapest Pedagogical
Department

Development of professional teacher training, Technical University of Budapest Pedagogical
Department

Staff development in technical teacher training, Technical University of Budapest Pedagogical
Department : .

Education and integration, National Institute of Education

Vocational training of disadvantaged students, National Institute of Education
Continuing vocational training in Hungary, National Institute of Education
Training outside the school system, National Institute of Education

Longitudinal research of students learning entrepreneurial skills, National Institute of Vocational
Education

Vocational education and training deinands of employers and the economy, National Institute of
Vocational Education

Retraining as a tool of employment policy, National Institute of Vocational Education
Analyses of the situation in the field of practical training, National Institute of Vocational Education

Impact of the change in the qualification structure on schools, ‘National Institute of Vocational
Education :

Elaboration of the background to vocational training for managers, Curriculum development,
~ Kand6 Kalman Technical College

An effective engineering education programme, Kand6 Kélmén Technical College

International master training - Pilot project with the Netherlands, Hungary and Russia, Kand6
K4lman Technical College

Development of professional education, 1976-1990, Kand6 Kalman Technical College
Development of the contribution of municipalities to public education, Ministry of Labour
Cost of vocational training and normative state financing, Expanzié Human Consultancy Ltd

Library of documentation related to professional education of the Hungarian Chambers of
Commerce and Industry, Ministry of Labour '
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Analysis of the database prepared within the framework of the govemment-programme for the
revision of public education, Ministry of Labour -

Analysis of the forecast and simulation model of secondary vocational training, with particular
regard to participation in school-based vocational training, Ministry of Labour

Employment and social development, Technical University of Budapest Pedagogical Department
Strengthening of educational and economic relations, Technical University of Budapest Pedagogical

- Department

Development of national vocational training, European Training Foundation, Technical University
of Budapest Pedagogical Department

Vocational training and privatisation, Technical University of Budapest Pedagogical Department
Methodology of distance learning, Technical University of Budapest Pedagogical Department
Renewal of professional teacher training, Technical University of Budapest Pedagogical Department

Staff development of technical :acher training, Technical University of Budapest Pedagogical
Department

Integration of work and learning, European Training Foundation, National Institute of Education

Labour demand and vocational education and training policy of the Austrian-Hungarian Joint
Ventures, National Institute of Education

Vocational education and training - Conflicts and solutions on the local level, National Institute of
Education

Employers on labour demand and vocational education and training, National Institute of
Education :

Professional education for young people who have an inefficient or purely formal primary
education, National Institute of Education

Institutional system of vocational education and training from its initiation to the present, National
Institute of Vocational Education

Research on the development of the education structure during the transitional period, National
Institute of Vocational Education '

Training profiles in secondary vocational education and training in view of higher education
profiles and the expected demands of the labour market, National Institute of Vocational Education

The changing structure of vocational education and training, National Institute of Vocational
Education

Overview of teaching entrepreneurial skills and the integration of these skills into the curricula of
the institutions, National Institute of Vocational Education

Interest of schools in the development of a qualification structure, National Institute of Vocational
Education

Important factors in carrier orientation ~ student responsibility, National Institute of Vocational
Education

Expectations of the 14-18 age group concerning vocational education and training - Evaluation of
training efficiency. National Institute of Vocational Education
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Curriculum development in the Regional Labour Development and Training Centres, National
Institute of Vocational Education

Feasibility study on professional training materials (books), National Institute of Vocational
Education '

Development of local curricula in schools, National Institute of Vocational Education

Interest of school managers in the development of the qualification structure, National Institute of
Vocational Education
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Annex 12 - Key legislation on
vocational training

48/1999. (XII. 26)) OM decree

Decree 48/1999, (XIL 26.) OM of the Minister for Education on the conditions of the settlement of the '
costs of those who are obliged to contribute to vocational training and who fulfil this obligation by
providing vocational training to their own staff and on the rules of the settlement

47/1999. (XIL 25.) OM decree

Decree 47/1999. (XI1. 25.) OM of the Minister for Education on the modification of decree “17/ 1999,
(IV. 2.) OM on the execution of Act LXXVII of 1936 on contributions to vocational training and the
subsidy to the development of vocational training :

Act of LXIL. 1999 :
Act LXIL of 1999 on the modification of Act LXXVII 1996 on contributions to vocational training and
on the subsidy to the development of vocational training

Decree 17/1999. (IV. 2) OM

17/1999. (IV. 2.) OM Decree on the execution of Act LXXVII of 1996 on vocational training and on
the subsidy to the development of vocational training

Decree 45/1997. (111.12.) on high level vocational training '

Government Decree on the accredited, high level, school-type vocational training

Contribution to vocational training

Act LXXVII of 1996 on contributions to vocational training and on the subsidy to the development of
vocational training

Act on vocational training
Act LXXVI of 1993 on vocational training

Examination of skills

Decree 10/1993. (XIL. 30) mom on the general rules and procedural system for vocational
examinations

Benefits to skilled persons

Joint decree 9/1993. (XIL. 30.) mom-MKM on the benefits to be provided to students participating in
* school-type vocational training courses
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Significant legislation related to contributions to vocational training:
Government resolution 2013/1971 (IV.28.)

Joint decree 2/1972. 1. 8. mom PM

Resolution by the Council of Ministers No 41/1985. (X. 5.)
22/1986. (V1. 20.) MT decree

28/1988, (XII. 31) MM-PM decree

Act IX of 1988. § 13, (2) a)-b)

Act XXIII of 1988. on cont:ibutions to vocational training and on the vocational training fund
Act CIX of 1990 § 8.

Act XCI of 1990.

ActClllof 1990 § 1., §. 2. and § 3.

Act LXVIII of 1990

Act CII of 1990, § 9.

Act XVIII of 1991,

Act XCI of 1991, § 75.

Act LXXXVI of 1991, §2. section (1), subsections a) - f)
Act LXXVI of 1993 on vocational training

Act XVI of 1994.

Act LXXXIV of 1995

Act CIX of 1993, § 1§ (1), (2),3.§ 7 and § 8. §-.

Act CXII of 1996, § 38.

Act LXXII of 1995, § 26.

Act LXXXIV of 1995

Act CXXIV of 1995 § 22, § 23, § 24 and § 27. (2).

Act LXXVII of 1996 on contributions to vocational training and the subsidy to the development of
vocational training.
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