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SOLIDAR’s National Strategy Group (NSG)
in Hungary has reported deteriorations in
both working and living conditions, which are
resulting in a rise in poverty and inequalities.
Recent amendments to the labour code are
weakening collective bargaining and social-di-
alogue structures. Amidst labour authorities’
decreasing administrative capacity, a reduc-
tion in employers’ contributions to social se-
curity from 27% to 17.5% and the outbreak
of Covid-19, the NSG indicated that workers
have become more vulnerable to labour mal-
practices and that their access to welfare has
been reduced. Access to the labour market
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is uneven; social-protection expenditure has
been reduced; and essential services face
significant labour shortages. As a result, the
NSG is concerned that access to welfare will
become two-tiered, further limiting the quality
of support provided to the most vulnerable. As
a result, reductions in poverty and social exclu-
sion have stalled, leaving 25% of households
in Hungary below decent living standards.
Furthermore, the obstruction of civic space is
calling into question the freedoms of associ-
ation, peaceful assembly and speech, and is
favouring organisations with pro-government
stances.
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Before the Covid-19 outbreak, Hungary’s
economy was predicted to continue its annu-
al 4% GDP growth.” Yet, ever since the intro-
duction of the flat labour income tax of 15%
in 2016,8 the country has seen the European
Union’s sharpest decrease in tax-to-GDP ratio,
which is currently 37.6%.° The National Strat-
egy Group (NSG), led by Progressive Hunga-
ry Foundation, has reported that this has had
a negative impact on available expenditure,
especially for social protection, which is cur-
rently 28.8% of the total budget.'® Within this
context, employers’ contributions to social se-
curity have been further reduced, from 27% to
17.5% in 2019, shifting the burden of contri-
bution onto employees. Given that the share
of indirect taxes, especially on consumption,
is already above the EU average, at 49.4% of
total tax revenue,'? taxation dynamics contin-
ue to put pressure on low-income earners. The
tax cuts planned for 2020 will further limit the
possibility for social mobility, as shown by the
NSG.

No particular measures tackling income in-
equality in Hungary were introduced in the
year preceding the pandemic. Even though the
income quintile share ratio has plateaued at
4.3," the rate has remained below the EU-27°
and OECD average'® since 2016. The Gini in-
dex currently stands at 30.6,'” which the NSG
considers an improvement. Nevertheless, the
NSG still raises concerns about the fact that
the wealthiest 10% still own nearly 50% of the
wealth in Hungary,'® while the poorest 50% col-
lectively own 8.9%.1°

At the start of 2020, the employment rate
in Hungary stood above the EU average at
75.3%,%° and unemployment remained at its
lowest since 2010, at 3.4%.2" Nevertheless,
participation in the labour market has not been
equal, and social and regional inequalities per-
sist. The Roma community, people with disabil-
ities and women with care responsibilities have
higher-than-average unemployment rates,?
and the controversial Public Works Scheme,
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the main employment programme, has failed
to tackle this.2® Only Western Transdanubia,
Central Transdanubia and Central Hungary
have unemployment rates under the national
average, and Northern Great Plain and South-
ern Transdanubia have rates above 5%.2* Fur-
thermore, the current employment rates do not
consider the shrinking workforce or the rising
labour shortages in 2019, especially in the ed-
ucation, health and services sectors.?

Progress towards gender equality remains
slow, and persistent gaps are reported by the
NSG. Hungary currently ranks second-to-last
in the EU in the Gender Equality Index, with a
low performance in ensuring equal access to
political, economic and social power and in
work-life balance.?® After the loss of specific
constitutional provisions in the 2011 constitu-
tion, the NSG is particularly concerned about
the lack of targeted measures to bridge the
growing gender pay gap, currently 11.2%,*
and about the lack of political willingness of
Prime Minister Orban himself to address this
inequality.?® According to the NSG, political ac-
tion is directed at encouraging women to have
more children and strengthening family units.
This has been pursued via tax benefits and
housing support such as loans. Nevertheless,
positive developments have been seen in la-
bour-market inclusion through improvements
in access to early childhood education, by in-
creasing the number of available nursery plac-
es from 48,000 to 70,000.° The extension of
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paternity leave to five days, with the option to
extend it to two months,* along with reinforce-
ment of grandparent care benefits,®' are seen
by the NSG as measures contributing to the
abovementioned goal.

As a result of a negative feelings in society and
opposition from the Fidesz government, the
NSG notes the cessation of all funding oppor-
tunities and programme initiatives intended to
increase the inclusion of migrants and asylum
seekers. The Hungarian government abolished
integration contracts in 2016 and since 2018
has introduced constitutional amendments al-
lowing it to refuse to offer international protec-
tion to people entering via a transit country con-
sidered safe.® Despite regulatory provisions
ensuring equal treatment, the NSG reports that
asylum seekers and migrants continue to face
significant challenges in accessing essential
services such as health and employment.

Educational attainment in Hungary is leading
to higher employment rates, as reported by the
NSG. The latest OECD report, Education at a
Glance,* shows that people aged 25 to 64 with
at least a secondary education have an em-
ployment rate of 84%. Even if there is no real
difference in this regard between those without
tertiary education and those with a bachelor’s
degree, a doctoral-level education elevates
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employment prospects: doctorate holders
have an employment rate of 96% in Hungary,
above the OECD average of 92%.3*

Nevertheless, the labour market's demand for
high-skilled workers clashes with the low level
of enrolment in tertiary education. The share of
tertiary education attainment amongst people
aged 30 to 34 is 33.4%, lower than the OECD
and EU averages.® Gender disparities can be
seen too: 83% of women graduates aged 34 to
44 were employed, 15 percentage points be-
low the rate for their male counterparts.® This
is despite 37% of women aged between 25
and 34 completing university studies, in com-
parison to only 25% of men.%”

The NSG also reports low performance in vo-
cational training, with only 20% of first-time
graduates opting for this secondary-level ed-
ucation option, below the EU and OEDC av-
erages.® This might be due to the lower em-
ployment rate of young vocational-training
graduates — 23 percentage points below that
of people who have graduated from general
secondary education. The new government’s
Vocational Education and Training 4.0 strategy
is expected to tackle this issue.

Improvement in early-years education par-
ticipation has seen a significant rise in recent
years thanks to the development of infrastruc-
ture. The enrolment rate for three-year-olds has
reached 99%, but participation of those be-
tween the ages of three and five has dropped
to 86%.% Shortages in funding per child in ear-
ly-years education are another concern raised
by the NSG with regards to the quality of this
service.

GOOD PRACTICE

In the Brussels-Capital Region, the The
EU-funded Biztos Kezdet Gyerekhaz
(Safe Start Childhouse) programme pro-
vides support for vulnerable children in
struggling regions to assure individual
children’s development and make it eas-
ier for parents to work. The programme
adapts its holistic service to local needs
in order to provide adequate child wel-
fare. It allows schools to develop bot-
tom-up initiatives to contribute to the pro-
gramme.

Severe shortcomings that might affect the im-
pact education has on social mobility are also
reported. The latest PISA report demonstrated
that underachievement in basic skills in Hun-
gary is amongst the highest in the EU. Partici-
pation in secondary education is 85%, and the
early leaving rate, currently 11.8%,* does not
seem to be improving. It disproportionally af-
fects Roma communities and disadvantaged
learners. In light of this situation, the NSG is
concerned by the shortage of teachers and
their low salaries, which have not been correct-
ed since 2013 and further dropped in 2019 rela-
tive to average pay in the country.*' Compound-
ing this shortage has been a lack of digital
infrastructure to provide e-learning during the
confinement. The NSG reported that as many
as 750,000 students in the past three months
could not take part in online education via digi-
tal equipment at home.*?
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Despite a rise in the minimum wage to HUF
149,000,* roughly EUR 487,* working condi-
tions in Hungary have taken a turn for the worse
following the changes to the Labour Code and
the impact of the so-called “slave law”, accord-
ing to the NSG. The new act allows employers
to delay payment for overtime work for up to
three years. They can do this unilaterally, with-
out the need to consult or receive the approval
of trade unions,* which have already been hit
hard by the loss of the right to collective bar-
gaining.*® Unions have carried out a wave of
protests and are continuing to call for revision
of the new labour code. Amongst other topics,
they want to extend social dialogue forums to
cover a wider set of topics of interest to em-
ployees. They are demanding adequate wag-
es. And they want a reintroduction of support
for disadvantaged and disabled workers.*’

The NSG specifically highlights working con-
ditions in the education and health sector and
points to the frustration expressed in a wave
of mobilisations throughout 2019. Vocational
training teachers are, as of the end of 2019, ex-
cluded from the public employee system. This
development creates uncertainties over rights
and benefits,*® which the NSG doubts will be
addressed through the wage compensation
measures the government has promised. Sim-
ilar concerns were raised for the healthcare and
social-service sectors, yet their strike action
was limited by obligations to cover minimum
services.®

43 Ministry of Finance (2018) Minimum wage to increase to HUF 149,000 next year htt

Amongst the most pressing issues, the NSG
included the vulnerability of employers even
before the outbreak of Covid-19. Precarious-
ness in Hungary is greatly influenced by the
reduction of employers’ contributions to social
security, the decreasing capacity for inspection
by the Hungarian administration, and the reli-
ance on short-term contracts.® In the context
of a reported one in two workers affected by la-
bour rights violations, undeclared work affects
almost 15% of the adult population. It is con-
centrated among young people and social mi-
norities, as well as in certain sectors: the con-
struction sector accounts for 8% of total cases,
trade for 10% and hospitality for 13%.°"

With the outbreak of Covid-19 and the activa-
tion of the preventive measures in March 2020,
Hungary is expected to experience a 7% re-
duction in GDP in 2020. Reacting to this signif-
icant socio-economic impact, the government
mobilised HUF 208.6 billion through cancella-
tions of tax and social security contributions
from certain sectors and businesses.* To pro-
tect the loss of wages, the government intro-
duced a scheme through which it would fund
up to 70% of a worker’s lost wages over three
months. Yet the NSG reports that this measure
contrasts with the loss of protection of labour
standards, as it reports that the Labour Code
has been partially derogated and a planned
cut to employer social security contributions
has been brought forward.
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As a result of the economic crisis, unemploy-
ment has risen from 3.6 % at the start of 2020
to 4.8%.% The NSG indicates that 68,000
unemployed people have been surviving on

The National Strategy Group (NSG) considers
the ongoing poverty in Hungary as a pressing
issue for 2020, as it is expected to worsen with
the loss of income due to the socio-economic
crisis caused by the Covid-19 pandemic. Even
though living conditions have been slowly im-
proving since 2013, the decrease in the rate
of people at risk of poverty or social exclusion
(AROPE) has slowed since 2018 to the current
18.9% % . Based on Policy Agenda’s estima-
tions that a monthly, or EUR 284, is required
for an individual to have a modest standard
of living, 25% of households in Hungary are
situated below this threshold.®”. The NSG fur-
ther indicates that the rate of severe material
deprivation at 8.7%,% above the EU average,
is still worrying and disproportionally affects
households with more children, single parents
and the Roma community. Furthermore, pov-
erty continues to be territorially concentrated
in South Transdanubia, North Great Plain and
North Hungary, with AROPE rates at around

minimum social benefits and around 152,300
have not been receiving any kind of financial
support.5* %

25%.%° This situation was expected to be tack-
led by a 2019 programme focusing on the 300
least-developed municipalities.®® Improve-
ments in living conditions have been compro-
mised by the continuous reduction of social ex-
penditure since 2013, to 46.7% of Hungary’s
GDPS' In addition, the impact of social trans-
fers before the pandemic outbreak had drasti-
cally decreased since 2018.% These transfers,
a majority of which are linked to family bene-
fits, currently reduce poverty by 38.5%, com-
pared with 48.8% in 2018.%% In this context, a
lack of targeted measures for in-work poverty®*
leaves the 8.4%5° affected by in-work poverty
more vulnerable. Furthermore, calculating the
minimum adequate level of social protection
remains challenging in the eyes of the NSG
due to a lack of statistical provisions from the
National Statistical Office. As reported by the
NSG, independent organisations must then
rely on estimates for their calculations, compli-
cating the issuing of policy recommendations.
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The NSG expects the impact on living condi-
tions of Hungary’s National Energy and Cli-
mate Plan (NECP) to be limited, as energy
poverty is not part of its agenda. Low-income
households continue to dedicate a minimum
of 16% of their disposable income to energy
costs,®® and 6.1% of the population are un-
able to keep their homes adequately warm.®”
The NECP superficially references the need to
assist these vulnerable households,®® yet pro-
vides no indications on how this will be done.
Furthermore, the NSG denounces the lack of
support for the modernisation of the energy
infrastructure of residential buildings, as fund-
ing for renewable energy infrastructure such
as solar energy panels is only provided to cor-
porations.®® As a result, the NSG reports that
low-income households will continue to burn
waste and wood grave consequences for both
their health and the environment. Yet, some
quality-of-life improvements are expected from
this transition plan, especially thanks to invest-
ment in sustainable transport options, targets
for air pollution reduction and the improvement
of waste-management systems.”

Despite Hungary ranking as an upper-mid-
dle performer in terms of self-reported unmet
medical needs,”" the NSG reports significant
barriers for low-income households, asy-
lum seekers and Roma to access affordable,
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quality healthcare. With health expenditure
amounting to 4.7% of GDP,”2 the state health-
care system is increasingly dependent on out-
of-pocket expenditure, which currently makes
up 26.9% of the total.” As the public system is
the only healthcare option for the above-men-
tioned vulnerable groups, the NSG considers
that co-payment effectively excludes them
from coverage and increases the risk of a
two-tier system where health performance is
determined by individual financial capacity,
gender and educational level. This situation
is further worsened by the growing number of
nurses and doctors who emigrate to seek em-
ployment with better working conditions.” The
resulting labour shortage in healthcare leaves
the provision of primary care in a critical condi-
tion. There are strong regional disparities, giv-
en the fact that poor counties such as Tolna,
Békeés and Nograd report higher rates for a giv-
en population of unfilled positions for general
practitioners than the rest of the country.”

The Covid-19 pandemic has placed an addi-
tional pressure on the healthcare system. The
NSG reported that primary care unrelated to
Covid-19 was effectively halted and critically-ill
patients who were not at risk of Covid were sent
home to free up a minimum of 68,000 hospital
beds for Covid-patients. Human Rights Watch
denounced the government’s decision, as it
impeded the constant care that some of the
patients needed and it did not take into account
the concerns of healthcare professionals.”
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Hungary’s recent economic growth has not
led to an improvement in access to afford-
able quality housing, as signalled by the NSG.
Prompted by a rise in wages, government
subsidies, foreign investment and specula-
tion, housing prices are increasing by 7.7%
per year, especially in Budapest, where the
house-price-to-income ratio is much higher
than elsewhere.”” Without an accessible public
housing system, affordable quality housing is
out of the question for the many people over-
burdened by such increases in prices. One in
three households in Hungary spend more than
40% of their monthly income on housing costs
and between 2 million and 3 million people
are experiencing housing poverty to varying
degrees.” Vulnerability to this rise in hous-
ing costs is higher in the private rental sector,
where a lack of adequate regulation further
exposes such households to housing precar-
iousness. Furthermore, 7.5% of Hungarians
are living in inadequate housing,”® and 79% of

existing real estate does not fully follow tech-
nical and energy standards.® The severity of
the problem of inadequate housing is higher
in rural areas far from essential services and
employment opportunities.®' Given this situa-
tion, the NSG denounces a lack of adequate
housing support, as the existing scheme not
only favours the middle class, but also encour-
ages only ownership of newly built units.2 This
leaves little support for housing renovation
and excludes any support for renting.®

In addition, 2019 estimations show that around
2,300 people are living rough in public spaces,
and 6,268 are living in homeless hostels, with
the most common reason the lack of afford-
able social housing.®* Despite the recent crim-
inalisation of homelessness, Hungary lacks
specific measures to tackle this issue, as can
be seen from the drafting of the wider inclusion
strategy.?® The NSG points out the absence of
sufficient means and the overreliance on po-
licing to combat homelessness, as well as the
inadequacy of existing welfare benefits to pro-
vide access to affordable housing.
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Civic space in Hungary, considered as ob-
structed by CIVICUS,® continues to shrink.
The country was categorised by Freedom
House as partly free for the second year in a
row.®” The National Strategy Group signals that
official and informal developments concerning
civic space are calling into question the free-
doms of association, peaceful assembly and
speech.

The government is continuing its hostile rhet-
oric towards civil-rights and refugee-support
organisations, which the NSG believes is cre-
ating an environment of fear towards any civic
space activity outside the traditionally accept-
ed areas.®® Veronika Mora, director of Okotar
and a prominent figure in the Hungarian civic
organisation sector, denounced the psycho-
logical threats to the freedom of association
and how they are limiting the organic develop-
ment of civic space.®® Furthermore, the 2017
law requiring NGOs to publish information on
foreign donors was recently found to breach
EU law, as the European Court of Justice ruled
that it established differential treatment for na-
tional and foreign NGOs.%°

The recent restriction on freedom of peaceful
assembly follows state-of-emergency mea-
sures banning physical demonstrations to con-
tain the spread of Covid-19. During confine-
ment, protestors could only make use of online
spaces.®’ Nevertheless, additional legislation
prior to the pandemic had already provided
the police force with new powers to disperse

protests, limiting freedom of assembly.®2

The NSG reports a significant deterioration in
freedom of speech as a result of the govern-
ment’s continuing side-lining of critical voices
and its favourable treatment of pro-govern-
ment media. In a recent fact-finding mission,
the Council of Europe found that media were
being concentrated around the Central-Euro-
pean Press and Media Foundation (KEMSA)
and that media were increasingly cooperating
with the government. This was seen as a long-
term threat to freedom of speech, discouraging
open criticism of the government. With parlia-
mentary approval of rule by decree during the
state of emergency, the Fidesz government
criminalised the spread of fake news about the
pandemic, an act that is now punishable by up
to five years in prison. Yet critics believe this is
an additional attempt to censor independent
media analysis of the government’s manage-
ment of the crisis.®® The most recent case of
erosion of media freedom was the dismissal
of the Szabolcs Dull, who has been critical of
the government, after a change in the manage-
ment of the media outlet.%

As for social dialogue in Hungary, the NSG
considers that the participation of civil society
organisations (CSOs) remains limited since
the 2010 reorganisation of the social dialogue
structures. Péterné Boros, President of the
Trade Union of Hungarian Civil Servants, Civ-
il Servants and Public Service Workers, points
out that CSOs are forced to either participate in
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the weakened system or abandon all negotia-
tion structures.®® The NSG considers the 2018
minimum wage negotiations as an example
of such a deterioration, as consultations were
halted after a first round, and the contribution of

The 2020 European Semester Country-specif-
ic Recommendations for Hungary focus on ad-
dressing the social and economic impact of the
Covid-19 pandemic. In doing this, the Europe-
an Commission showed the need to address
systemic shortcomings in healthcare, educa-
tion and access to social services. The picture
painted by the Commission closely resembles
that drawn up by the National Strategy Group,
and it responds to the NSG’s concerns regard-
ing two-tier social protection systems and the
increase in regional disparities.

Amongst other points made under the recom-
mendations, directing additional investment
towards preventive and primary care, digital
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CSOs was limited to the final decision taken in
2019.% To address this concern, the NSG calls
for an end to the domination of pro-government
organisations in these structures and for the
restoration of trust in each of the social partners.

infrastructure, and the adequacy of social aid
will help build up the resilience of Hungary’s
social protection system, which the NSG has
indicated is necessary. To address concerns
over civil society, the Commission points out
the need to reinstate effective social dialogue
and limit extraordinary measures to those that
are strictly necessary. Even so, these should
not address constraints on freedom of associ-
ation, peaceful assembly and speech. Despite
the understandable focus on the Covid-19 im-
pact, the recommendations fall short in not suf-
ficiently addressing persisting income inequali-
ties, deteriorating working and living conditions
and the need to further develop just transition
and energy-poverty alleviation plans.
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SOLIDAR’s Social Rights Monitor 2020 has been developed in the framework of
the Together for Social Europe programme co-funded by the EU Programme for
Employment and Social Innovation (EaSl). It provides an insight into the state of
social rights in 17 European countries. The Monitor assesses the state of social
Europe in terms of equality of opportunities, fair working conditions, social
protection, inclusion and civic space based on the observations of Civil Society

Organisations working on the ground in combination with statistical data and
scientific findings. It does so on the basis of observations of National Strategy
Groups set up in each of these countries by a SOLIDAR member or partner.

The 2020 Monitor also analyses to what extent these aspects are reflected in the
Country Specific Recommendations of the European Semester process towards a
socially sustainable recovery after the Covid-19 crisis.
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