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SUMMARY

The concept of the competitiveness of a
country’s economy is closely linked to the
labour market. The most obvious and
best known reason for this is that labour
productivity is a key factor in shaping
competitiveness. At the same time,
changes in competitiveness (for example
in branches) may induce considerable
labour  reallocation, job  destruction
and/or job creation, wage push or wage
increase, productivity changes, efc. The
history of the economic transformation in
the Central and Eastern European (CEE)
accession countries provides ample evi-
dence of this. The changes are reflected
in marked shifts not only in labour de-
mand, but on the supply side. Shifts in
the educational composition of the work-
force indicate response by the population
to changes in demand and in expecta-
tions of the future.

The employment fall in Hungary
(and most CEE countries) was accompa-
nied by a major shift, mainly out of ag-
riculture, but also from industry to ser-
vices. The trend continued. Agriculture’s
share of employment almost halved be-
tween 1992 and 2000 (from over 10 to
5-6 per cent). Industry’s share fell too,
but much less (from almost 30 to 27
per cent) over the same period. The gain
in employment was in the service sector,
whose share of employment rose from
54 to 60 per cent. Growth of industrial
production became significant as early as
1994, but employment was still declining
in the sector, so that labour productivity
increased to a marked extent.

Changes in the structure of em-
ployment in manufacturing show a major
reallocation of labour from collapsing
SOEs to newly established private (for-
eign or domestic) firms. This is also evi-
dent on a micro level, where data show,
even in the second half of the 1990s, an
intensive process of job destruction and
job creation behind stagnating (or just
slightly increasing) employment on a
macro level.

The productivity of the Hungarian
economy as a whole seems to have re-
covered very quickly from the recession
(including the severe downturn in output
in 1991, more than doubling in real
terms between 1992 and 1997. The re-
covery and improving efficiency were
undoubtedly due to a large extent to the
large inflow of foreign direct investment
(FDD, but in the 1992-2000 period,
productivity increased markedly in sec-
tors where employment declined. This
applies above all to agriculture, where
employment fell continuously and pro-
ductivity grew by more than 60 per cent
over that period. Productivity increased
even more (doubled) in industry, where
job losses were more moderate, and
output also steeply increased. The pro-
ductivity growth was a much smaller 14
per cent in services and even negative
(-5 per cent) in construction, the two
sectors recording an increase in employ-
ment from 1995 onwards, relative to the
1992 level.

Tensions of the labour market were
eased by foreign-owned firms, which
took an increasing share in employment.
Their outstanding role in improving
competitiveness and efficiency is apparent
in a number of performance indicators
that compare foreign and domestic firms
in general. Labour productivity (value
added per employee) in 2000, for in-
stance, in the foreign-owned non-financial
business sector was 2.6 times higher
than that of comparable Hungarian
companies, though wage costs were also
higher, at 19 times. The difference var-
ied strongly between sectors, of course,
from 15 (mining and quarrying) to 5.7
(transport and communications).

Although a 10-15-year period could
in principle be too short to show major
changes on the supply side, the data
demonstrated that the transition period is
an exception in this respect. Papers on
labour supply invariably concluded that
major changes had also occurred in the
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skill pattern, for two reasons. (i) Job de-
struction was concentrated on low-skilled
jobs during the early transition, when
net job destruction characterized the la-
bour market, so that unskilled workers
left the labour market on a massive
scale. (This was facilitated by some
measures, such as early retirement
schemes.) (i) Large-scale labour realloca-~
tions across industries meant there was a
major shift towards skill-intensive jobs,
partly due to the emerging more skill-
intensive industries, while returns to skill
in terms of earnings increased strongly
during the ftransition period. Foreign
capital again played a decisive role in
this respect. Its inflow brought major
demand for skilled labour. This demand
initially met inelastic supply, which ex-
plains the increasing skill premium in
earnings. Technological innovation also
contributed to skill premium through
foreign ownership. The data showed that
the increasing demand for skills arising
in the second half of the 1990s can be
attributed  increasingly to  skill-biased
technological changes, which can be re-
garded as a worldwide trend, not a spe-
cial feature of the transition.

The studies agree that corporate
labour-market behaviour in Hungary has
now become similar to that of developed
market economies; although wunsettled
tendencies can be observed in some re-
spects, especially in domestically owned
firms. Foreign-owned companies seem to
show more stable, less extreme behav-
iour. Unskilled Ilabour has the highest
elasticity for substitution.

Census data, presented in the pa-
per, confirm the main trend suggested
by the Labour Force Survey: a shift to-~
wards higher occupational groups. This
shift can be explained largely by major
sectoral changes. The sections of certain
sectors that expanded were mainly ones
where highly skilled jobs are dominant.
A good example is financial services
(NACE 9), whose employment share almost
doubled (from 1 per cent in 1990 to
over 18 per cent in 2001). Even in
1990, over 90 per cent of the section’s
employees were highly skilled (belonging
to the first four occupational groups, ie.
non-manual workers), and this structure
remained into the 21st century.

As with occupational groups, there
was a shift towards higher educational
attainment in the labour force associated
with the structural transformation -
mainly unskilled or low-skilled workers
left the labour market when the transi-
tion from a planned to a market econ-
omy began and mass unemployment
emerged. Educational attainment was also
raised by education policies of successive
governments since the early 1990s. Sec-
ondary schooling expanded and there
was a conscious policy of raising the
number of students in higher education.
Partly because of this and partly due to
spontaneous developments, the educational
attainment of the whole population im-
proved.

Comparing the labour-market posi-
tions of the employed and unemployed in
Hungary, a clear picture emerges, similar
to the one in other countries. People less
exposed to unemployment (or inactivity,
also relevant in the Hungarian context)
have highest qualifications. However, there
are problems with vocational education.
Men who have vocational schooling are in
a worse position than those who only
have primary schooling. The situation is
similar with women: it is not the Ileast
qualified who are most exposed to unem-
ployment, but those who have completed
only secondary school. It is also clear that
a high share of women with some kind
of qualification are also unemployed. (Al-
most a third of unemployed women have
secondary educational attainment and
many also have a further qualification.)
This calls attention to the need to improve
the vocational education system by adjust-
ing it to changing labour-market require-
ments.

Although  employees with  higher
qualifications (especially tertiary education)
can feel relatively secure on the labour
market, there are some signs that this
situation is changing. Higher education
has expanded rapidly and it is hotly de-
bated whether this will lead to over-
education and  higher  unemployment
among young graduates.



INTRODUCTION — THEORETI-
CAL CONSIDERATIONS

The concept of the competitiveness of a
country’s economy is closely linked not
only to trade performance, but to the
labour market. The most obvious and
best known reason for this is that labour
productivity is a key factor in shaping
competitiveness. But if competitiveness is
considered in a static way, it is ques-
tionable whether or to what extent the
labour market (using such traditional
macro-indicators as level of economic
activity, unemployment, employment, efc.)
could autonomously influence it. At the
same time, changes in competitiveness
(for example in branches) may induce
considerable labour reallocation, job de-~
struction and/or job creation, wage push
or wage increase, productivity changes,
efc. The history of the economic trans-
formation in the Central and Eastern
European (CEE) accession countries pro-
vides ample evidence of this.

Competitiveness as a concept can
appear in a variety of contexts, so that
confusion about it (as mentioned in
Anna Waziatek-Kubiak 2003) is under-
standable and it is measured in various
ways. The concept is mostly understood
in Hungary in terms of comparisons
across countries, for which measures of
international competitiveness are mainly
applied. The international cost competi-
tiveness of a product depends on domes-

Institute for World Economics of the Hungarian
Academy of Sciences, Budapest. The paper was
prepared for the 5th framework project ‘Changes
in industrial competitiveness as a factor of inte-
gration: identifying challenges of the enlarged
single European market’, Contract HPSE-CT-
2002-00148. The author is solely responsible for
the content of the paper, which does not repre-
sent the opinion of the Community. The Commu-~
nity is not responsible for any use that might be
made of data appearing therein.
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tic costs, including labour costs, nominal
exchange rate (Oblath and Richter 2002)
and the costs of main trading partners.
It is worth emphasizing the role of the
last. Competitiveness calls for more than
efficiency in the production process and
related costs, for it can be attained only
if the market values the product, as re-
flected in foreign-trade performance (ex-
ports and imports, market share). How-
ever, this component of competitiveness is
not considered in a paper that focuses
on the labour market.

Analytically, it seems useful to dis-
tinguish between the impacts of labour-
market and human-resource development
on competitiveness and the influence
changes in competitiveness have on the
labour market itself, including realloca-
tion of labour. For the former can be
measured quite easily with macroeco-~
nomic indicators, such as the relationship
between output and employment, or unit
labour costs — UCL, Ze. labour costs per
unit of output. The latter can be ana-
lysed in two aspects, using a macro and
a micro-level approach. The macro-level
aspects have been mentioned (reallocation
of labour by branches because of chang-
ing competitiveness). At the micro level,
it becomes important if competitiveness is
seen in a more dynamic way to analyse
corporate labour-market adjustment —
the extent to which labour on a corpo-
rate level can respond to competitive
pressures and how it can do so. Empiri-
cally, this can be done by measuring
wage clasticity, wage push associated
with unemployment in certain regions,
efe.

Changes in competitiveness are re-
flected in marked shifts not only in la-
bour demand, but on the supply side.
Shifts in the educational composition of
the workforce indicate response by the
population to changes in demand and in
expectations of the future.

This paper covers both the macro
and micro-level approaches. So it begins
by analysing the competitiveness of the
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economy over the transition period and
its impacts on the labour market. The
next section is mainly concerned with the
micro-economic approach, so that the
responsiveness of wages and employment
and the prospective consequences of that
are examined. The third section investi-
gates the impacts of competitiveness on
human-resource development. It examines
the issue in terms of two topics: shifts in
the main occupational groups by main
sectors, and changes in workforce edu-
cational attainment. The fourth section
deals with the impacts that qualifications
and educational level have on labour-
market position. Finally, some conclusions
are drawn.

Before exploring the big changes in
competitiveness, let us elucidate them
with some of the main macroeconomic
and labour-market trends in the econ-
omy in the last decade.

MAIN MACROECONOMIC
TRENDS AND THE LABOUR
MARKET IN THE 1990s

Hungary, like other CEE countries, un-
derwent deep economic recession after
the political changes: GDP fell by 18 per
cent between 1989 and 1993, accompa-
nied by sharp falls in output and in-
vestment. Declining output, leading to a
drastic fall in employment in the early
1990s, was caused by contraction of for-
eign and domestic demand and the col-
lapse of giant state-owned enterprises
(SOEs). The labour force shrank by over
L5 million between 1988 and 1997, and
unemployment rose rapidly in the early
1990s. Registered unemployed peaked in
early 1993 at 663,000, an unemployment
rate of 13.2 per cent. Although unem-
ployment fell again after 1993, as produc-
tion started to expand (Table D, it still
did not mean the labour-market imbal-

ances had eased to any great extent. The
ratio of the inactive to the population
continued to increase and employment fell
significantly, by over 200,000, even in
1994. Table 1 summarizes the trends in
the main macroeconomic indicators in the
1990s, showing that employment stagnated
up to 1998. However, the fall in unem-
ployment has continued. It now stands at
less than 260,000, bringing much lower
unemployment rates.

Table 1 and FKgure 1 show the
Hungarian economy has been growing
rapidly since 1997, producing annual
growth rates twice the EU average.

The favourable developments in the
economy in the late 1990s meant that the
labour-market indicators also showed signs
of improvement. Employment increased at
a moderate rate initially, by over 50,000,
and then more conspicuously, by more
than 110,000, although that still meant a
rise of only 3.1 per cent, as Table 1
shows. However, the recent rise in em-
ployment has yet to compensate for the
drop at the beginning of the transition
period. Employment is still well below its
pre-transition level and even that of 1992,
as Hgure 2 shows.

Despite clear recent improvement in
the labour market, Hungary’s labour-
force participation (an activity rate of
some 59 per cent) is less favourable
than that of most EU member-states and
lowest among the CEE countries. The em-
ployment rate, at 57 per cent, is still
over 7 percentage points below the EU
average.

CHANGES IN COMPETITIVENESS
AND THE LABOUR MARKET
ON A MACRO LEVEL

The employment fall in Hungary (and
most CEE countries) was accompanied by



a major shift, mainly out of agriculture,
but also from industry to services (7able
AZ in the Appendix). The trend contin-
ued. Agriculture’s share of employment
almost halved between 1992 and 2000
(from over 10 to 5-6 per cent). Indus-
try’s share fell too, but much less (from
almost 30 to 27 per cent) over the same
period. The gain in employment was in
the service sector, whose share of em-
ployment rose from 54 to 60 per cent.
Table 1 shows growth of industrial pro-
duction significant as early as 1994, but
employment was still declining in the sec-
tor, so that labour productivity increased
to a marked extent.

Changes in the structure of em-
ployment in manufacturing show a major
reallocation of labour' from collapsing
SOEs to newly established private (for-
eign or domestic) firms. This is also evi-
dent on a micro level, where data show,
even in the second half of the 1990s, an
intensive process of job destruction and
job creation behind stagnating (or just
slightly increasing) employment on a
macro level (Kérdsi and Suranyi 2002).

The productivity of the Hungarian
economy as a whole seems to have re-
covered very quickly from the recession
(including the severe downturn in output
in 1991, more than doubling in real
terms between 1992 and 1997 (Fazekas
2002). The recovery and improving effi-
ciency were undoubtedly due to a large
extent to the large inflow of foreign di-
rect investment (FDI), but in the 1992-
2000 period, productivity increased
markedly in sectors where employment
declined. This applies above all to agri-
culture, where employment fell continu-
ously and productivity grew by more
than 60 per cent over that period. Pro-
ductivity increased even more (doubled)
in industry, where job losses were more
moderate, and output also steeply in-
creased. The productivity growth was a
much smaller 14 per cent in services

' This is the sector where most of the labour
reallocation occurred.
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and even negative (-5 per cent) in con-
struction, the two sectors recording an
increase in employment from 1995 on-
wards, relative to the 1992 level (Oblath
and Richter 2002).

Tensions of the labour market were
eased by foreign-owned firms, which
took an increasing share in employmen’[.Z
Their outstanding role in improving
competitiveness and efficiency is apparent
in a number of performance indicators
that compare foreign and domestic firms
in general. Labour productivity (value
added per employee) in 2000, for in-
stance, in the foreign-owned non-financial
business sector was 2.6 times higher
than that of comparable Hungarian
companies, though wage costs were also
higher, at 19 times. The difference var-
ied strongly between sectors, of course,
from 15 (mining and quarrying) to 5.7
(transport and communications) (Fazekas
2002; Table A).

The large reallocation of labour
within manufacturing leads to the as-
sumption that the most changes occurred
there. It is therefore worth investigating
(at NACE two-digit level) the extent to
which the changes contributed to im-
provements in competitiveness. Foreign
firms dominate manufacturing in both
employment and sales. For example, 63
per cent of employment in foreign firms
was in the sector in 2000, whereas
manufacturing accounted for only 37
per cent of total employment (7able 2).
The respective shares of sales were 53
per cent and 36 per cent. Foreign com-
panies employed 47 per cent of the la-
bour force in manufacturing, as opposed
to 34 per cent in the economy as a
whole.

It is clear from Table 2 that two
industries — electrical and optical equip-
ment (DL) and transport equipment (DM)

* It continued to increase slightly, as did the

share of employment in 100 per cent foreign-~
owned firms: from 318 and 12.2 per cent re-
spectively in 1997 to 34.9 and 19.0 per cent
respectively in 2001 (Source: Employment Office,
Budapest, 2002.)
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— played an outstanding role,’ and in
them, unsurprisingly, foreign firms are
over-represented, employing 70.1 per
cent of the workforce in the former and
58.1 per cent in the latter. These indus-
tries are also important within the for-
eign-owned manufacturing sector, em-
ploying more than a third of its labour
force. As for trade performance with EU
countries, electrical and optical equip-
ment attained a trade surplus for the
first time in 1997, also the year when its
productivity rose above the average for
manufacturing. With fransport equip-
ment, trade surplus was attained a year
earlier. (In all other industries, the trade
surplus, where it exists, is much smaller
(eg food products, textiles, and wood
products). Those in trade deficit still suf-
fer structural weaknesses (chemicals, ma-
chinery and equipmen’[).4

Looking at exports to the EU 15 at
NACE 3-digit level, it is clear that within
transport equipment, motor vehicles had
the highest competitive gain in 1995-
2000 according to shift-and share analy-
sis by Oblath and Richter 2002. Table
A3 ranks the sub-sectors by their com-
petitive gains. Foreign companies have
been contributing about 75 per cent of
exports since the late 1990s, and so it is
not surprising to find foreign -capital
dominant in all the sub-sectors (NACE-3-
digit level). Although FDI accounted for
75.7 per cent of the paid-in capital in
motor vehicles, it exceeded 90 per cent
in most other winning sub-sectors. The
picture with the losers is less clear, but
even there, foreign capital plays a deci-
sive role. The losers tend to belong to
labour and energy-intensive sub-sectors
(eg food, textiles, refined petroleum,

® This echoes the findings of Landesmann 2000:
the highest productivity in 1991-8 was in these
industries in the Czech Republic, Hungary and
Poland (Wziatek-Kubiak 2003).

* The conclusions reached by Freudenberg and
Lemoine 1999 for 1993-6 remain valid. (They
showed similar developments in chemicals for the
Czech Republic and Slovakia, and in machinery
equipment for Poland. Quoted by Wziatek-Kubiak
2003.)

efc.), as Oblath and Richter 2002 con-
clude.

The shift and share analysis was
applied to the manufacturing exports to
the EU 15 by Hungary and by all the
ten candidate countries. This showed that
about two-thirds of the export increment
could be attributed to the competitive
component, Ze. competitive gains achieved
to the detriment of other exporters to
the EU 15. These findings appear in 7a-
ble A4 to be in line with those of Havlik
2000 for the CEE 3 (the Czech Republic,
Hungary and Poland) over the period
1993-7. The findings for the CEE 3 for
1995-2000, unlike those for 1989-92,
showed Hungary having competitive gains
playing the biggest role in export growth
to the EU 15 (78.2 per cent as opposed
to 59.4 per cent for Poland and 72.6
per cent for the Czech Republic).5

SOME MAIN FEATURES OF LA-
BOUR~MARKET ADJUSTMENT
ON THE MICRO LEVEL

Ample evidence has been provided so far
that changes in competitiveness are
accompanied by major transformation on
the labour market. It is also important
how the labour market reacts to these
changes — whether it is flexible enough
to improve competitiveness further.’ Al-
though labour-market flexibility, as a
concept, most often refers to smooth ad-
justment on the macro-level, in the fol-
lowing part of the paper those findings
will be briefly described, which are re-~
sults of analyses of changes on the mi-
cro-level.

® See Table A5 in Wziatek-Kubiak 2003, p. 33.

® Understandably, therefore, labour-market flexi-

bility features among the eight criteria for grad-
ing competitiveness (Global competitiveness report
1996, quoted by Wziatek-Kubiak 2003, p. 3).



From the point of view of competi-
tiveness, examining labour demand is of
special importance since it is related
closely to productive efficiency. Supply
side should not be ignored either, since
this can also effectively contribute to la-
bour adjustment. In Hungary, several
studies dealt with labour supply and
some analysed changes in corporate la-
bour demand as well.

Although a 10—-15-year period could
in principle be too short to show major
changes on the supply side, the data
demonstrated that the transition period is
an exception in this respect. Papers on
labour supply (Kertesi and Kollo 2001,
Kézdi 2002, Galasi 2004, efc) invariably
concluded that major changes had also
occurred in the skill pattern, for two
reasons. (i) Job destruction was concen-
trated on low-skilled jobs during the
early transition, when net job destruction
characterized the labour market, so that
unskilled workers left the labour market
on a massive scale. (This was facilitated
by some measures, such as early retire-
ment schemes.) (i) Large-scale labour
reallocations across industries (mentioned
before) meant there was a major shift
towards skill-intensive jobs, partly due to
the emerging more skill-intensive indus-
tries, while returns to skill in terms of
earnings increased strongly during the
transition period.” Foreign capital again
played a decisive role in this respect. Its
inflow brought major demand for skilled
labour. As Kézdi 2002 pointed out, this
demand initially met inelastic supply,
which explains the increasing skill pre-
mium in earnings.” Kézdi 2002 also
finds that technological innovation con-
tributed to skill premium through foreign
ownership. The data showed that the in-

" This was especially characteristic of young co-
horts (Kertesi and Kolld 2002.). They concluded
in another paper that young and educated work-
ers are paid increasing wages: ‘They are esti-
mated to yield higher productivity returns, espe-
cially in a modern environment.’

® This is confirmed by Galasi 2004, who found
similar developments for graduates up to the late
1990s.
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creasing demand for skills arising in the
second half of the 1990s can be attrib-
uted increasingly to skill-biased techno-
logical changes, which can be regarded
as a worldwide trend, not a special fea-
ture of the transition.

The studies agree that corporate
labour-market behaviour in Hungary has
now become similar to that of developed
market economies; although unsettled
tendencies can be observed in some re-
spects, especially in domestically owned
firms. Foreign-owned companies seem to
show more stable, less extreme behaviour
(Kérosi 2002). Kertesi and Kollé (2002)
found that unskilled labour has the high-
est elasticity for substitution.

In the next section, shifts in skill
pattern are presented in more detail,
with data by main sectors and branches.
The Labour Force Survey has data on
the employment pattern of occupational
groups by main sectors (agriculture, in-
dustry and services). However, the cen-
suses provide even more detailed data
according to the 15 NACE sections. So
data from both sources will be analysed.
The second part of the section examines
changes in educational attainment, based
mainly on the Labour Force Survey.

SHIFTS IN MAIN OCCUFPA-
TIONAL GROUPS BY MAIN
SECTORS AND SECTIONS

It has been mentioned that employment
underwent an adjustment process of
great importance in the years since the
transition from a planned to a market
economy began, whereby its structure is
has been transformed. This applies both
on a macro level — shifts in employment
pattern between the three major sectors
(agriculture, industry, services, for which
see in detail Foti 2003, for example) and
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perhaps still more among the 15 (NACE)
sections. Changes in occupational groups
within them can indicate well the major
adjustment processes that have taken
place there

Table 3 shows a shift towards oc-
cupations requiring higher qualifications.
Although the share of the first group
(legislators, senior officials and manag-~
ers) decreased slightly, the proportion of
the  professionals  increased,  mainly
through their rise in services (from 16.5
to 17.4 per cent).” The next occupational
group, which can also be considered
qualified, likewise gained share, while
occupational groups calling for lower
qualifications can be regarded as ‘losers’.
The share of clerks (simple non-manual
jobs) is declining, as are elementary oc-
cupations in each of the sectors.

Gender could also influence shifts
in occupational pattern, so that breaking
the figures down into male and female
gives a more detailed idea of events in
the 1990s in this respect. Table 2 shows
that the share of the first group
dropped mainly in agriculture, which is
in line with the overall decline of the
sector in that period. Although the pro-
portion fell slightly in industry as well, a
slight absolute increase of 3000 is ap-
parent (from 57,800 to 61,100 — 7ables
A5 and A46)."° This slight increase in in-~
dustry is presumably due mainly to ris-
ing numbers at plants and units within
the sector. For example, the number of
suppliers to multinationals was rising in
that period, as was the number of do-

mestic small and medium-sized enter-
prises (SMEs). Although the share of
professionals among males dropped

’ The number in the first occupational group fell
to a lesser extent (about 12,000) than the num-
ber in the second group increased (30,000). See
Tables I and II in the Appendix.

' As mentioned in the Introduction, employment
increased at the end of the 1990s. Although the
growth was smaller in 1999 than in the previous
year, it amounted to more than 50,000 and was
due to an employment increase in industry and
services, whereas in agriculture, there had been
a decline of over 20,000 (Tables A5 and Ao).

slightly, the absolute number stagnated
(182,700 in 1994 and 182,000 in 1999).
But in industry, the share of profession-
als increased, which meant over 6000
more professionals were employed in the
sector in 1999 than in 1994. It can be
assumed that this was again due to ex-
panding activity by companies in foreign
ownership. (Other research'’  revealed
that these employ more highly qualified
people than the average Hungarian firm
does, while FDI is playing a dominant
role in manufacturing.)

With women (7able 5), the changes
in occupational pattern by main sectors
differ slightly from those found with
men. For instance, the share of profes-
sionals increased in their case, and when
the sectors are examined, it turns out
that this comes from an increase in their
share in services and not in industry, as
with men. The share of female profes-
sionals also grew in agriculture, but
against a considerable fall in the total
number of female employees in the sec-
tor (from 92,400 to 65,800), so that
there was a decrease in absolute terms
(from 1900 to 1700), which robs it of
significance. Although the share of un-
skilled workers increased with women as
it did with men, there were some impor-
tant gender differences in the trends
with less qualified jobs. For example, the
share of craft workers and workers
stagnated with men, but decreased in the
case of women.

Overall, the general tendency to-
wards more qualified jobs is clearer with
women than with men. This applies spe-
cifically to the professionals group,
where women managed to increase their
share by 17 percentage points, while its
share among men dropped by 0.3 per-
centage points. However, men kept their
traditionally high share among craft
workers and workers, while that of
women decreased. Interestingly, machine
operators and assemblers increased their
share in general. Again, the importance

" See, for example, Foti 1996.



of FDI can provide at least part of the
explanation, as many assembly plants
were being set up in Hungary in that
period (1994-9), and it became an activ-
ity typical of foreign-owned companies. It
is highly questionable whether the in-
creasing share of this occupational group
could be seen as a sign of improvement
in competitiveness. But declining propor-
tions of clerks (office workers — in the
case of women, a fall of over 50,000)
clearly points to computerization and
technological upgrading making simple
office jobs redundant.

Information about shifts in occupa-~
tional groups by main sectors over the
last decade comes not only from the La-
bour Force Survey, but from census
data. These are not exposed to sample
errors, but cannot reflect changes within
the decade interval between censuses, so
that shifts cannot be linked to various
phases of economic development in the
1990s. However, they allow deeper
analysis of the NACE sections.

Census data confirm the main
trend suggested by the Labour Force
Survey: a shift towards higher occupa-
tional groups. Each of the first three oc-
cupational groups show an increase
(from 7.6 to 8.1, 8.6 to 12.3 and 10.8 to
14.7 per cent, respectively). This tendency
is so clear that even the decrease in the
fourth group (from 6.1 to 5.7 per cent)
could offset it. Overall, the share of
non-manual workers (first four groups)
increased from 33.1 to 40.8 per cent.
(The rise in the first three groups, 27.0
to 34.2 per cent, was even more pro-
nounced.) This shift can be explained
largely by major sectoral changes. The
main features of this structural trans-
formation (a shift from agriculture and
from industry to services, see, for exam-
ple, Foti 2003) are well known, but it is
worth pointing out the order of magni-
tude in some cases. For example, the
number of employees in mining (NACE
section 2) stands at less than 10 per
cent of its previous level, falling from
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91,925 jobs to 7992 (see Tables A3 and
A4).

Furthermore, the sections of certain
sectors that expanded were mainly ones
where highly skilled jobs are dominant.
A good example is financial services
(NACE 9), whose employment share almost
doubled (from 1 per cent in 1990 to
over 18 per cent in 2001). Even in
1990, over 90 per cent of the section’s
employees were highly skilled (belonging
to the first four occupational groups, Ze.
non-manual workers), and this structure
remained into the 21st century.

Tables 6 and 7 show that the oc-
cupational pattern changed markedly in
agriculture, due partly to spontaneous
developments, but also to changes in sta-
tistical czti:egoriza’[ion.12 Employees in non-
agricultural workshops belonging to ag-
ricultural cooperatives under the planned
economy were counted as working in
agriculture, which accounts for the high
number and share of craftsmen and
workers (occupational group 7). After
the early 1990s, however, they were in-
cluded in the statistics under manufac-
turing.

The same tables show the share of
the first occupational group (legislators
and managers) increased in manufactur-
ing (NACE 3) construction (NACE 5), and
hotels and restaurants (NACE 7), while in
wholesale trade and repair (NACE 6) it
rose very slightly. These branches consist
mainly of small firms, as more detailed
data (with two-digit occupational groups)
confirm."”

" This gives grounds for caution with direct

data comparisons for agriculture in 1990 and
2001

¥ The more detailed categories distinguish be-

tween managers of bigger and smaller organiza-~
tions. If these LFS data for 1994 and 1999 are
compared, the tendency towards a growing
number and share of such managers occurs pre-~
cisely in the branches mentioned. See CSO, 2003,
Occupational Structure, 1994-1999.
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CHANGES IN THE EDUCA-
TIONAL ATTAINMENT OF THE
WORKFORCE

As with occupational groups, there was
a shift towards higher educational at-
tainment in the labour force associated
with the structural transformation -
mainly unskilled or low-skilled workers
left the labour market when the transi-
tion from a planned to a market econ-
omy began and mass unemployment
emerged. Educational attainment was also
raised by education policies of successive
governments since the early 1990s. Sec-
ondary schooling expanded and there
was a conscious policy of raising the
number of students in higher education. "
(Their number more than doubled be-~
tween 1989 and 2000, from 72,000 to
171,000.) Partly because of this and partly
due to spontaneous developments, the
educational attainment of the whole popu-~
lation improved.

Table 8 shows an expansion mainly
in primary and secondary schooling, al-
though the share of those with a tertiary
educational attainment also increased. (The
shares were also influenced by demo-

. 15
graphic developments.™)

With the educational attainment of
the labour force, there is an even clearer
shift towards higher education. Census
data were also indicative in this regard.
The share of employees with a tertiary

" The aim was to avert and prevent youth un-~
employment by reducing the labour supply, while
improving the ability of the labour force to adjust
easily to changing demand.

1 Hungary’s population is ageing, like that of

most European countries. The shares in Table 8
reflect a relatively high proportion of elderly
people, whose educational attainment is Ilower
than that of their juniors. Thus the population
shows lower attainment than the labour force.

education rose from 12.6 per cent in
1990 to 18.3 per cent in 2001, while the
number who had completed a secondary
education rose from 24.8 to 32.5+ per
cent in the same period. (This involved a
rise in absolute numbers for both
groups16 at a time when total employment
fell) Labour Force data show that the
shift towards tertiary educational attain-
ment was an ongoing process in the
1990s (Table 9).

It can be seen that the number of
employees with a tertiary education was
rising almost continually, and the same
applied to secondary attainment (complet-
ing secondary, vocational or  post-
secondary studies). The number of em-
ployees with an educational attainment of
gimnazium (academically oriented secon-
dary school) or primary school fell, how-
ever. It may seem surprising that the
number completing vocational school in-
creased in a period general believed in
Hungary to have brought adverse struc-
tural changes for this kind of school.
However, the increase is not great and
there are problems with vocational train-
ing. Managers of multinationals in Hun-
gary, for example, complain of a shortage
of skilled workers. These problems are
not reflected by the statistics.

Unsurprisingly, the census data on
educational attainment (census) confirm
the findings mentioned already when oc-
cupational pattern by NACE sections was
examined. Between 1990 and 2001, it was
in financial services (NACE 9) where the
absolute number of employees with terti-
ary education increased to a considerable
extent (from 7340 to 21,290), and the
number of those who completed secondary
school also rose, but more moderately
(from 31,218 to 41,478). Meanwhile the
number of employees with an educational
attainment of primary school or less
dropped from about 5000 to 3000, a
fact that shows an upgrading process oc-
curring in the section. Less pronounced,

 From 554,835 to 675,825 for the first group
and 1,122,532 to 1,197,601 for the second.



but similar developments can be seen in
real estate and business activities (NACE
10). The number of employees doubled in
the same period (42,058 to 85,077), but
total employment almost doubled as well
(153,175 to 279,138), and the number of
those with primary school or less did not
fall, so that the increase in the share of
employees with a fertiary education was
smaller. (Tables 4 and 5 show the share
of service workers and other salesmen —
occupational group 5 — increased consid-
erably, from 8 to 23 per cent.)

THE IMPACTS OF QUALIFICA-
TIONS AND EDUCATIONAL
ATTAINMENT ON LABOUR~

MARKET POSITION

Comparing the labour-market positions of
the employed and unemployed in Hun-
gary, a clear picture emerges, similar to
the one in other countries. People less ex-
posed to unemployment (or inactivity, also
relevant in the Hungarian context) have
highest qualifications. 7able 10 shows a
very low share of these among the unem-
ployed. However, there are problems with
vocational education, as mentioned before.
(Apprentice school is a special type of
vocational training, so that its numbers
and shares can be added to vocational
schools.) Men who have vocational school-
ing are in a worse position than those
who only have primary schooling. The
situation is similar with women: it is not
the least qualified who are most exposed
to unemployment, but those who have
completed only secondary school. It is also
clear that a high share of women with
some kind of qualification are also unem-
ployed. (Almost a third of unemployed
women have secondary educational at-
tainment and many also have a further
qualification.) This calls attention to the
need to improve the vocational education
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system by adjusting it to changing labour-
market requirements.

Although  employees with  higher
qualifications (especially tertiary education)
can feel relatively secure on the labour
market, there are some signs that this
situation is changing. Higher education
has expanded rapidly and it is hotly de-
bated whether this will lead to over-
education and  higher  unemployment
among young graduates. An anecdotal
evidence suggests they find jobs with
much more difficulty than they did, espe-
cially the beginning of the transition pe-
riod, when their chances on the labour
market looked much better.

CONCLUSIONS

The paper demonstrated that foreign
capital has played a decisive role in im-
proving competitiveness and in restruc-
turing the economy in general. The im-
portance of foreign investment is also
clear in terms of employment. Although
inactivity is still very high in Hungary,
even compared with other CEE countries,
FDI has certainly helped to ease tension
on the labour market. Its key role in
creating jobs in the corporate sector is
especially obvious: 80 per cent of the net
increase of corporate jobs can be found
within  the foreign-enterprise  sector
(Fazekas 2003).

Rapid devaluation of obsolete skills
and increasing return to education might
have also helped improve competitiveness
although these processes reinforced mu-
tually each other (similar developments
can be observed in other CEE-countries
as well). Skill-biased technological devel-
opment, introduced mainly by foreign
enterprises, may have played also an im-
portant role for the country to reach the
present position. It seems, however, that
the inflow of foreign capital has slowed
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recently. It remains to be seen whether
the current level of competitiveness could
be sustained in the future.

It has been shown that the economic
transformation had precipitated major
shifts, since the early 1990s, in sectoral
structure and in occupational groups and
the educational pattern of the Ilabour
force. These undoubtedly point in one di-
rection, towards modernization of the
economy. But it is still questionable
whether or to what extent the develop-
ments can improve competitiveness fur-~
ther, in the future. The changes so far
have obviously been influenced by strong
competitive pressures, mainly from EU
member-states, including such major trad-
ing partners as Germany, Austria and
Italy, as well as from the world economy.

It was pointed out, however, that
the changes related primarily to structural
changes. For example, the shift towards
higher occupational groups and higher
educational attainment could be regarded
as a sign of sectoral shifts rather than of
competitive pressures as such. These sec-
toral shifts can be attributed in many
cases more to transitions from a planned
to a market economy, than to improving
competitiveness. For example, expansion of
financial services, a prerequisite for devel-
oping a market economy, in itself led to
greater demand for highly skilled labour,
while obsolete industries with many un-
skilled employees were collapsing at the
same time. Thus the significant shifts in
occupations and educational attainment
that occurred during the decade of tran-
sition are the result of specific circum-
stances of transformation, rather than im-
provement of competitiveness as such.
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Table 1
Major macroeconomic indicators, 1990-2003, % change over previous year

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
Real GDP growth -3.5 ~11.9 -3.1 -0.6 2.9 1.5 1.3 4.6 4.9 4.4 5.2 3.8 3.5 3.0
Private consumption 3.6 -5.9 0.0 1.9 -0.2 ~7.1 -3.4 1.7 4.9 4.6 5.0 5.9 9.3
Fixed capital investment ~7.1 ~10.4 ~2.6 2.0 12.5 ~4.3 6.7 9.2 13.3 5.9 7.7 3.1 1.9 9.2
Exports of goods & services -5.3 -13.9 2.1 ~10.1 13.7 13.4 7.4 26.4 16.7 13.1 21.8 9.1 5.9' 9.1
Imports of goods & services -4.3 -6.1 0.2 12.6 5.7 -0.7 5.7 24.6 22.8 12.3 211 6.3 5.1 10.1
Consumer price inflation (average) 289 35.0 23.0 22.5 18.8 282 23.6 18.3 14.3 10.0 9.8 9.2 5.3 4.7
Net real wages 3.7 7.0 ~14 -3.9 5.2 ~12.2 -5.0 4.9 3.6 2.5 15 6.4 13.6 9.2
Annual average unemployment (%)* 1.5 6.8 9.3 11.3 10.2 9.5 9.2 8.7 7.8 7.0 6.4 5.7 5.8 5.9
Growth of employment (per cent) - - - -2.3 -2.0 -1.9 -0.8 -0.1 14 3.1 1.0 0.3 0.1 1.3
Growth of industrial production (%) ~ ~ -9.7 4.0 9.6 4.6 3.4 11.1 12.5 10.7 18.1 4.0 2.8 6.4

* From 1992 onwards: Labour Force Survey data (ILO-criteria).
Calculated in a new way and so not comparable. With previous years.

Source: CSO.



Figure 1
Annual real GDP growth between 1990 and 2001

and unemployment (right-hand scale), 1990-2001
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Table 2
Breakdown of total employment and foreign-company employment by branches of manufactur-
ing (NACE-ID), unit labour costs (ULC) compared to Austria in 2000, and relative productivity
gains of branches, 1993-2000

Employment share ULC (2000, Relative gains*
Branches of manufacturing . PPP96 for GDP, | in percentage
Code (NACE-TI) In ((E/O)tal Among ,fore(‘gr)‘ Austria 1999 = | points (1993
b companies (% 100) 2000)
D Manufacturing 37.1 63.1 185 15.4"
DA Food products, beverages, to- 5.7 8.7 29.0 ~7.9
bacco
DB Textiles and textile products 4.9 6.5 39.8 ~7.7
DC Leather and leather products 1.1 2.0 65.6 -8.4
DD Wood and wood products 1.1 0.9 38.2 ~6.9
DE Pulp, paper & paper prod.; 1.9 1.9 25.8 -2.4
publishing & printing
DF Coke, petroleum products & 77.2 -9.9
nuclear fuel 12.3 16.6
DG Chemicals, chemical products & 32.6 -10.8
man-made fibres
DH Rubber and plastic products 16 2.7 20.9 -5.9
DI Other non-metallic mineral 1.5 2.6 26.1 -5.3
products
DJ Basic metals and fabricated 3.8 3.8 214 -2.0
metal products
DK Machinery and equipment n.e.c. 2.9 4.7 29.7 ~2.9
DL Electrical and optical equipment 7.0 17.9 9.7 18.9
DM  Transport equipment 1.9 3.9 11.8 16.2
DN Manufacturing n.e.c. 14 1.3 36.6 ~6.4

* Average annual change, % of total manufacturing. ' Average annual change of individual branches
compared to that of total manufacturing (eg. DA (93-00) - D (93-00) = relative gain DA).
Source: WIIW Industrial Database (Oblath and Richter 2002).



The employment pattern of various occupational groups by main economic sectors

Table 3

(%, 1994-1999)

19

Occupational groups 11;%?0““1%;969 19513121du3tg99 199SZMC§:;99 1994T Ot3111999
Legislators, senior officials and managers| 5.6 4.6 6.3 5.9 7.7 7.3 7.0 6.6
Professionals 2.4 1.9 3.7 3.8 16.5 17.4 11.0 11.6
Technicians and associates. Professionals 3.6 2.8 7.6 8.3 16.5 18.0 12.4 13.5
Clerks 6.1 4.0 6.5 4.5 10.2 8.6 8.6 6.9
Service workers & other sales workers 2.4 1.9 2.7 24 224 25.2 14.0 15.6
Skilled agricultural and forestry workers | 37.2  48.2 0.3 0.1 0.3 0.3 3.6 3.7
Craftsmen and related workers 15.3 12.1 49.7 504 8.8 7.5 23.1 22.7
Machine operators & assemblers 16.6 15.0 15.6 17.7 6.7 7.1 10.6 113
Elementary occupations (unskilled) 10.7 9.5 7.6 6.9 10.9 8.6 9.8 8.1
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Source: CSO, Budapest (Labour Force Survey)

Table 4
The employment of various occupational groups by main economic sectors, for males
(1994-9)
Occupational groups 13§flicuhlgg9 19321@“%99 199SZMC?;99 1994T Ot3%999
Legislators, senior officials & managers 6.6 5.0 7.2 7.0 10.1 9.4 8.5 7.9
Professionals 2.6 1.7 3.6 4.0 15.4 14.8 9.2 8.9
Technicians & associates, professionals 2.9 2.2 5.9 6.5 1.7 12.2 8.3 8.8
Clerks 0.4 0.3 0.9 0.4 2.1 1.5 14 0.9
Service workers & other sales workers 1.3 1.2 2.2 2.0 212 248 11.2 12.8
Skilled agricultural and forestry workers 35.6  46.6 0.3 0.1 0.5 0.6 4.6 5.0
Craft workers and workers 18.7 149 57.8 583 17.1 15.3 336 335
Machine operators & assemblers 219 19.1 15.0 15.1 14.2 15.4 15.4 15.7
Elementary occupations (unskilled workers) | 10.1 9.0 7.1 6.6 7.7 6.0 7.8 6.6
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: CSO, Budapest (Labour Force Survey)
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Table 5
Female employment pattern of various occupational groups by main economic sectors
(1994-1999)

Occupational groups Iggiicultllg;:g 193411@“399 199SZMCTS99 1994;F Otai999
Legislators, senior officials and managers 3.2 3.3 4.5 3.5 5.7 5.6 5.3 5.0
Professionals 2.1 2.5 4.0 3.4 17.4 19.6 13.1 14.8
Technicians & associates, professionals 5.3 4.8 10.8 120 204 226 17.1 19.3
Clerks 20.4 15.5 16.9 13.0 17.0 14.3 17.1 14.0
Service workers & other sales workers 5.3 3.9 3.4 3.3 234 255 17.3 19.1
Skilled agricultural and forestry workers 414 534 0.2 0.1 0.2 0.1 2.4 2.2
Craft workers and workers 6.8 3.3 349 343 2.0 1.3 10.7 9.6
Machine operators & assemblers 3.4 2.5 le.c 229 0.6 0.4 4.8 6.1
Elementary occupations (unskilled workers) | 12.3 10.8 8.7 7.6 13.4 10.6 12.1 9.9
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Source: CSO, Budapest (Labour Force Survey).
Table 6
Employment pattern by occupational groups and NACE sections, from census data
(1990, %)
i ; Total
NACE sections : ZOccu%atlonai groué)s (oréier as7 in Tegble 5)9 ~
Agriculture, hunting, forestry, efc. 7.1 27 38 41 22 241 233 188 14.0 100.0
Mining & quarrying 69 34 67 43 11 0.1 550 137 &7 100.0
Manufacturing 65 44 84 60 15 0.2 444 189 9.6 100.0
Electricity, gas, water supply, efc. 75 49 109 79 43 03 335 20.3 10.5 100.0
Construction 74 28 56 44 07 0.3 581 82 124 100.0
Wholesale, trade & repair 109 46 99 102 344 04 181 48 6.7 100.0
Hotels and restaurants 98 34 68 47 525 02 49 18 159 100.0
Transport, storage & communication 69 30 126 73 111 0.2 218 278 94 100.0
Financial intermediation 13.8 113 429 248 06 0.0 12 09 45 100.0
Real estate, renting & business active. | 10.9 20.7 19.2 99 85 0.6 165 3.7 10.1 100.0
Public administration & defence 68 78 157 55 08 03 52 35 84 45.9]|100.0
Education 72 531 111 28 19 02 30 10 19.7 100.0
Health and social work 62 145 353 47 154 04 7.1 36 128 100.0
Other services 80 15.8 117 58 1.0 13 126 6.0 217 100.0
Total 76 86 108 61 86 40 271 130 115 2.5|100.0

* Armed forces

Source: CSO, Budapest, Census, 6.21, pp. 79-80.
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Employment pattern based on occupational groups and NACE sections, from census data

(%)

Occupational groups (order as in Table 5)

NACE sections Total
1[2[3[4[5[6[7[8[9[0*

Agriculture, hunting, forestry, efc. 66 19 33 38 18 50.2 114 125 86 ~ 100.0
Mining & quarrying 88 38 92 44 22 0.2 416 239 6.0 ~ 100.0
Manufacturing 73 43 99 34 24 05 426 241 5.5 ~ 100.0
Electricity, gas, water supply, efc. 9.1 60 157 79 90 0.2 3L1 169 4.0 - 100.0
Construction 103 34 51 32 18 0.1 6L2 62 87 ~ 100.0
Wholesale, trade & repair 10.6 4.7 103 6.9 464 03 143 38 27 ~ 100.0
Hotels and restaurants 05 15 60 21 651 03 25 09 112 - 100.0
Transport, storage & communication 75 39 152 73 165 0.1 124 328 4.4 - 100.0
Financial intermediation 13.8 15.1 525 4.8 14 0.0 05 03 15 ~ 100.0
Real estate, renting & business active. | 9.5 19.7 19.2 120 230 0.5 56 27 7.7 - 100.0
Public administration & defence 7.2 114 244 88 7.2 0.7 40 25 88 24.9 100.0
Education 51 60.3 85 27 80 03 28 08 115 - 100.0
Health and social work 53 19.3 458 52 64 04 39 31 106 ~ 100.0
Other services 89 210 137 57 284 11 65 4.7 10.0 - 100.0
Total 81 123 147 57 158 3.1 20.2 1.3 6.9 19 100.0

* Armed forces Source: CSO, Budapest, Census 7 Employment, p. 36.

Table 8

Shares of those with primary, secondary and tertiary educational schooling

in the relevant sections of the population

(%)

Shares of those with

primary education

secondary education

tertiary education

attainment within the population

15 years and above

18 years and above

25 years and above

1990 78.1
1996 85.2
2001 38.2

29.2
34.7
38.2

10.1
12.1
12.3

Census data for 1990 and 2001, microcensus for 1996.

Sources: Eletmindség és egészség (Quality of life and health). Budapest: CSO,

yearbook of CSO, Budapest, 2002.

2002. Yor 2001: Statistical
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Table 9
Numbers of employees by highest educational attainment
(thousands)
Period Primary Vocational Gimnazium Othegaﬁ}efom Tertiary Total
1994 930.5 1091.60 407.3 720.8 542.3 3692.50
1995 857.2 1094.50 407.5 704.6 559.0 3622.80
1996 814.6 1099.10 412.2 693.5 585.7 3605.10
1997 805.2 1119.60 454.3 685.7 545.5 3610.30
1998 800.5 1128.90 419.3 7315 594.5 3674.70
1999 7010 1211.90 308.5 943.9 626.2 3791.50
2000 665.8 1237.80 329.9 935.2 660.4 3829.10
2001 660.7 1269.60 326.3 923.1 664.8 3844.50
Source: CSO, Budapest, Labour Force Survey.
Table 10
Employed® and unemployed persons by educational attainment and by sex
(200D
. : Employed Unemployed
1
Fducational attainment No. (000s) | Sharc (9 | No. (000s) |  Share %
Male and female
Less than 8 grades of primary 26.1 0.7 6.5 2.8
Primary 634.6 16.5 76.0 32.0
Of which: with qualification 46.5 1.2 1.9 0.8
Vocational school 1228.1 31.9 83.4 35.8
Apprentice school 41.5 1.1 3.2 1.4
Secondary school with G.C.E. 1249.4 32.5 54.2 23.3
Of which: with qualification 923.1 24.0 39.2 16.8
College 394.8 10.3 7.0 3.0
University 270.0 7.0 2.6 1.1
Total 3844.5 100.0 232.9 100.0
Male
Less than 8 grades of primary 16.2 0.8 4.1 2.9
Primary 316.2 14.9 48.4 33.9
Of which: with qualification 24.0 11 0.9 0.6
Vocational school 892.7 42.2 60.3 42.3
Apprentice school 9.9 0.5 0.9 0.6
Secondary school with G.C.E. 550.9 26.0 24.9 17.4
Of which: with qualification 446.7 211 20.3 14.2
College 164.5 7.8 2.6 1.8
University 165.2 7.8 1.5 1.1
Total 2115.6 100.0 142.7 100.0
Female
Less than 8 grades of primary 9.9 0.6 2.4 2.7
Primary 3184 184 27.6 30.6
Of which: with qualification 22.5 1.3 1.0 1.1
Vocational school 335.4 194 23.1 25.6
Apprentice school 31.6 1.8 2.3 2.5
Secondary school with G.C.E. 698.5 40.4 29.3 32.5
Of which: with qualification 476.4 27.6 18.9 210
College 230.3 13.3 4.4 4.9
University 104.8 6.1 1.1 1.2
Total 1728.9 100.0 90.2 100.0

* Excluding armed forces
Source: CSO, Budapest, Labour Force Survey.
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Table A1
Wage and productivity indicators of Hungarian firms

by branches and ownership, 2000, HUF 000s

Gross wage/employee Sales/employee Value added/employee
Branches Foreign | Domes~ | F/D | Foreign | Domes- | F/D | Foreign | Domes~ | F/D
firms |tic firms| (%) firms [tic firms| (%) firms [tic firms| (%)
Agriculture, forestry
o 992 800 124 13331 6370 209 3871 1515 255
and fishing
Mining and quarrying| 1611 1601 101 13673 9329 147 6203 4167 149
Food production 1673 835 200 22512 10573 213 6211 1883 330
Textile industry 844 550 154 5492 2557 215 1911 1004 190
Wood production 1663 801 208 21253 8243 258 6381 21480 257
Chemical industry 2009 981 205 27339 8851 309 7494 2526 279
Machine 1364 1088 125 26804 7836 342 6014 2533 237
Other manufacturing 1139 602 189 9994 5527 181 2664 1377 193
Electricity 2025 1618 125 33328 17456 191 8480 5043 168
Construction 1104 860 128 13836 10221 135 3788 2275 166
Hotels and restaurants| 1099 592 186 6428 4074 158 3798 1854 205
Commerce 1809 687 263 53522 21156 253 7630 2553 299
Transport and
L 2740 1202 228 32449 6570 494 16043 2828 567
Communication
Real estate 2190 930 236 19489 9156 213 10147 3677 276
Education 1681 1020 165 9067 5974 152 4411 3302 134
Health services 1457 632 230 10494 3373 311 4885 2100 233
Other services 1449 848 171 18844 8105 233 11875 4763 _ 249
Total 1647 888 185 27038 10494 258 6855 2604 263

Nofe: Foreign firms = competitive-sector firms with a foreign ownership stake of over 10 per cent of
equity. Domestic firms = competitive-sector firms with a foreign ownership stake of less than 10 per
cent of equity. Firms in financial services are excluded. Source: CSO-IE FDI Data Base. (Fazekas 2002.)

Table A2

Changes in employment and output shares,

1992-2000, % and percentage points

Employment Output
Shares at current : :
Shares . 8 Changes in Changes in
CI;ahrﬁgi*m prices shares at shares at 1992
1992 2000 1992 2000 current prices* prices*
Agriculture 11.3% 6.5% -4.7 7.2% 4.2% -3.0 ~2.2
Industry 29.7%  26.8% -3.0 27.3%  28.7% 14 8.7
Construction 5.3% 7.0% 16 5.9% 4.6% -1.2 -0.5
Services 53.7%  59.7% 6.0 59.6%  62.4% 2.8 -4.4
Total 100.0%  100.0% ~ 100.0% 100.0% ~ ~

* Percentage points. Source: Calculations based on CSO (Oblath and Richter 2002).
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Table A3
Winner and loser industries’ exports to the EU 15, 1995-2000

Competitive

. Exports, Average gain, Mar.ket
NACE 1 2000, EcU | annual 1995 |share in the
Rev. 1 m’n change, % | 2000, ECU kU 15,
’ ) 2000, %
mn

30 greatest winners
Motor vehicles 341 3844.5 37.4 2607.7 11.01
Office machinery and computers 300 2313.3 88.6 2165.6 3.25
N, radio and recording apparatus 323 1850.0 45.5 1420.0 8.12
N and radio transmitters, apparatus for 302 747 5 126.0 725.3 3.04
line telephony
Parts and accessories for motor vehicles 343 896.1 39.9 643.5 6.21
Elect'romc valves and tubes, other elec- 321 398.7 57 1 3319 0.85
tronic comp.
Electrical equipment n. e. c. 316 706.1 23.2 307.2 5.26
E;i(l:glcw distribution and control appa-~ 312 465.5 30.6 283.4 5.27
Basic chemicals 241 805.5 12.3 214.1 2.34
Inst_ruments'foy measuring, checking, 332 237 5 476 187.3 150
testing, navigating
?lectrlc motors, generators and trans- 311 419.2 223 182.5 4.38
ormers
Isolated wire and cable 313 268.5 36.5 180.6 7.12
Other general purpose machinery 292 291.1 29.6 168.9 2.02
Domestic appliances n. e. c. 297 373.4 22.0 166.4 6.96
Rubber products 251 254.5 25.4 139.1 4.02
Furniture 361 338.9 19.4 117.5 3.26
Lighting equipment and electric lamps 315 377.6 16.7 111.0 10.65
Other special purpose machinery 295 273.7 18.6 103.4 171
Plastic products 252 247.9 17.8 90.4 2.21
Railway locomotives and tolling stock 352 84.0 58.0 70.3 6.95
Opt}cal instruments and photographic 334 36.5 489 68.4 L10
equipment
Machmery for production, use of me- 291 242.3 5.1 673 135
chanical power
Articles of paper and paperboard 212 92.4 37.9 65.7 4.26
Pulp, paper and paperboard 211 84.6 27.2 54.5 0.74
Other fabricated metal products 287 221.0 12.7 46.9 2.40
Basic precious and non-ferrous metals 274 484.2 7.6 44.1 1.25
Knitted and crocheted articles 177 1411 16.7 43.2 193
Other textiles 175 62.7 28.2 40.0 1.68
Cutlery, tools and general hardware 286 78.1 19.2 31.7 1.30
10 greafest losers
Publishing 221 20.0 0.6 -4.8 0.71
Coke oven products 231 9.0 -5.1 -5.3 1.10
Tanning and dressing of leather 191 210 -2.4 -8.0 0.81
Tubes 272 47.1 1.6 -8.5 2.57
Builders' carpentry and joinery 203 50.9 3.3 ~-8.5 3.21
Refined petroleum and nuclear fuel 232 271.0 8.5 ~13.7 1.33
Games and toys 365 34.1 0.8 -13.8 0.46
Other food products 158 26.2 -10.6 -23.7 0.67
Made-up textile articles 174 80.1 1.8 -27.3 1.66
Other wearing apparel and accessories 182 855.0 4.9 ~69.3 2.10
Basic iron and steel, ferro-alloys (ECSC) 271 265.3 0.2 -88.1 2.61
Total 20978.1 24.2 10857.6 2.63

Source: WIIW Industrial Database. (Oblath and Richter 2002).



Table A4

CEE 10 manufacturing exports to the EU 15: results of ‘shift-and-share’ analysis

Exports

Shift-and-share analysis

Contribution of components to the in-

(ECU million) iﬁ?g:; (ECU million) crease in exports (in per cent)*
1995 | 1996 | 1997 | 1998 | 2000 | 1995-2000 (Mﬁﬁgfr;rg“ih) gopgiohﬁgoﬁ) (Cf)onrfl‘og‘égffe‘;;) Component 1|{Component 2|Component 3
Bulgaria 1678.33 1594.8 1940.2 20950 2910.6| 1232.3 773.4 1744 639.5 62.8 14.2 51,9
Crech Rep. | 83181 91058 10989.1 138989 20575.8| 12257.7|  3833.2 -469.5 8894.0 313 3.8 72.6
Hungary 70887 82159 11007.1 13790.6 20978.1| 13889.4|  3266.7 234.9 10857.6 23.5 17 78,2
Poland 108915 109924 127719 14763.4 21686.3| 107948|  5019.1 634.3 6410.0 46.5 5.9 59,4
Romania 3263.8 3483.6 4297.0 49907 7395.2| 4131L4|  1504.0 -186.9 2814.8 36.4 45 68,1
Slovak Rep. | 2977.9 3297.1 38459 5230.2 67615| 3783.6|  1372.3 7L 2582.5 36.3 45 68,3
Slovenia 4182.8 42082 45960 51316 60718| 1889.0|  1927.5 1410 102.4 102.0 7.5 5,4
Estonia 780.0  979.3 1337.0 1537.6 28919 | 21119 359.4 49.5 1802.0 17.0 2.3 85,3
Latvia 8683 967.5 11060 1160.4 1630.5|  762.2 400.1 -39.0 399.9 52.5 5.1 52,5
Lithuania 904.4 10284 12388 1334.2 2065.9| 11615 416.8 73.6 818.3 35.9 6.3 70,5
Total 40953.8 438780 53129.2 63932.4 92967.6| 52013.8| 188725 21741 35320.9 36.3 42 67,9

*The sum of the components may differ from 100 due to rounding. Source: Eurostat COMEXT database and WIIW calculations (Oblath and Richter 2002).
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Table A5

Employees® by major occupational groups, main sectors and gender, thousands, 1994
(Labour Force Survey data)

Main occupational groups Agriculture | Industry Services Total
Males
1. Legislators, senior officials and managers 15.4 57.8 96.6 169.8
2. Professionals 6.1 28.6 148.0 182.7
3. Technicians and associate professionals 6.9 46.9 112.6 166.3
4. Clerks 1.0 7.3 19.8 28.2
5. Service workers and shop and market sales workers 2.9 17.9 203.4 224.2
6. Skilled agricultural and forestry workers 83.7 2.5 4.7 90.8
7. Craft and related workers 44.0 462.4 164.6 6710
8. Plant and machine operators and assemblers 51.4 120.2 136.3 307.9
9. Elementary occupations 23.7 56.7 74.3 154.7
Total 235.1 800.2 960.4 1995.8
Females
1. Legislators, senior officials and managers 2.9 19.8 66.7 89.5
2. Professionals 1.9 17.4 202.8 222.1
3. Technicians and associate professionals 4.9 46.9 238.7 290.5
4. Clerks 18.8 73.5 198.1 290.5
5. Service workers and shop and market sales workers 4.9 14.9 273.6 293.3
6. Skilled agricultural and forestry workers 38.3 1.0 2.1 414
7. Craft and related workers 6.3 152.3 23.2 181.8
8. Plant and machine operators and assemblers 3.1 72.2 6.6 819
9. Elementary occupations 11.3 37.8 156.8 206.0
Total 924 456.0 1168.6 1697.0
Together (both sexes)
1. Legislators, senior officials and managers 18.4 77.6 163.3 259.3
2. Professionals 8.0 46.0 350.8 404.8
3. Technicians and associate professionals 1.7 93.8 351.3 456.8
4. Clerks 19.9 80.9 218.0 318.7
5. Service workers and shop and market sales workers 7.8 32.8 477.0 517.6
6. Skilled agricultural and forestry workers 121.9 3.5 6.8 132.3
7. Craft and related workers 50.3 614.7 187.8 852.8
8. Plant and machine operators and assemblers 54.5 192.4 142.9 389.8
9. Elementary occupations 35.1 94.6 231.1 360.7
Grand fotal 5327.5 1236.2 2129.0 3692.8

* Excluding armed forces.



Table A6

Employees® by major occupational groups, main sectors and gender, 1999, thousands
(Labour Force Survey data)
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Main occupational groups Agriculture | Industry Services Total
Males
1. Legislators, senior officials and managers 10.2 611 911 162.4
2. Professionals 3.5 34.8 143.7 182.0
3. Technicians and associate professionals 4.6 56.3 118.8 179.7
4. Clerks 0.5 3.6 14.9 19.0
5. Service workers and shop and market sales workers 2.5 17.1 241.9 261.6
6. Skilled agricultural and forestry workers 95.2 1.1 6.1 102.4
7. Craft and related workers 30.5 506.4 148.8 685.7
8. Plant and machine operators and assemblers 39.0 131.2 150.4 320.5
9. Elementary occupations 18.5 57.5 58.5 134.4
Total 204.5 869.0 974.2 2047.7
Females
1. Legislators, senior officials and managers 2.2 15.1 67.8 85.1
2. Professionals 1.7 14.6 236.4 252.6
3. Technicians and associate professionals 3.1 511 273.3 327.5
4. Clerks 10.2 55.3 172.8 238.3
5. Service workers and shop and market sales workers 2.6 14.2 308.0 324.8
6. Skilled agricultural and forestry workers 35.2 04 1.5 37.0
7. Craft and related workers 2.2 146.2 15.4 163.7
8. Plant and machine operators and assemblers 1.6 97.6 5.2 104.4
9. Elementary occupations 7.1 32.2 128.6 167.9
Total 65.8 426.6 1208.9 17013
Together (both sexes)
1. Legislators, senior officials and managers 12.3 76.2 158.9 247.5
2. Professionals 5.2 49.4 380.1 434.6
3. Technicians and associate professionals 7.7 107.4 392.1 507.2
4. Clerks 10.7 58.9 187.7 257.3
5. Service workers and shop and market sales workers 5.1 312 550.0 586.3
6. Skilled agricultural and forestry workers 130.4 1.5 7.6 139.4
7. Craft and related workers 32.7 652.6 164.1 849.4
8. Plant and machine operators and assemblers 40.6 228.7 155.5 424.9
9. Elementary occupations 25.6 89.7 187.0 302.3
Grand ftotal 270.3 1295.6 21831 53749.0

* Excluding armed forces.
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Table A7
Employees by NACE sections and occupational groups, 1990
(census data)
Total Occupational groups
1. 2. 3. 4. | . 6. | 7. 8. 9. 0.
1. Agriculture, hunting, forestry and fishing 699258 49835 18817 26276 28324 15138 168654 162733 131533 97948
2. Mining and quarrying 91925 6320 3118 6120 3973 1021 128 50603 12630 8012
3. Manufacturing 1194168 77408 52557 100531 72213 17824 2846 530610 225610 114569
4. Electricity, gas, steam and water supply 110932 8274 5471 12050 8747 4742 368 37176 22505 11599
5. Construction 315814 23485 8907 17674 14020 2311 831 183480 25863 39243
6. Wholesale and retail trade, repairing 465156 50771 21450 46094 47385 160212 1635 84258 22166 31185
7. Hotels and restaurants 107698 10506 3688 7357 5050 56531 268 5303 1906 17089
8. Transport, storage and communication 398343 27391 12031 50071 29009 44279 656 87015 110636 37255
9. Financial intermediation 45524 6291 5158 19551 11284 258 7 538 389 2048
10. Real estate, renting and business activities 163175 16685 31702 29467 15160 12966 898 25245 5652 15400
11. Public administration and defence, com-
pulsory social security 250998 17142 19554 39429 13689 1958 853 13120 8849 21154 115250
12. Education 273635 19781 145173 30308 7725 5234 583 8159 2712 53960
13. Health and social work 235575 14639 34114 83093 11119 36340 994 16673 8414 30189
14. Other services 182771 14688 28959 21431 10523 31065 2298 23119 11045 39643 ..
15, Total 4524972 543216 390699 489452 278221 589819 181019 1228032 589910 519294 115250

CLRXRNPUAB PN

Legislators, senior officials and managers.
Professionals

Technicians and associate professionals
Clerks

Service workers and shop and market sales workers

Skilled agricultural and forestry workers
Craft and related workers

Plant and machine operators and assemblers
Elementary occupations

Armed forces



Table A8
Employees by NACE sections and occupational groups, 2001
(census data)
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Total Occupational groups
1 2. [ 3. 4. | 5. | . | 7. | s 9. 0.
1. Agriculture, hunting, forestry and fishing 203106 13325 3874 6750 7717 3565 101936 23097 25415 17427 ~
2. Mining and quarrying 7992 702 305 732 352 172 12 3321 1913 483 ~
3. Manufacturing 896869 65300 38647 88713 30472 21904 4108 382159 216065 49501 ~
4. Electricity, gas, steam and water supply 71374 6494 4294 11232 5672 6453 119 22194 12069 2847 -
5. Construction 236380 24235 8113 12018 7669 4240 278 144590 14561 20676 ~
6. Wholesale and retail trade, repairing 520677 55425 24346 53380 35828 24180 1602 74704 19577 13975 -
7. Hotels and restaurants 133953 14068 1960 8002 2784 87151 384 3351 1184 15069 ~
8. Transport, storage and communication 288938 21600 11198 43863 21108 47811 238 35696 94850 12574 ~
9. Financial intermediation 69678 9639 10530 36571 10311 994 14 349 239 1031 -
10. Real estate, renting and business activities 279138 26609 55092 53596 33565 64310 1451 15519 7404 21592 -
11. Public administration and defence, com-
pulsory social security 279789 20281 32008 68348 24657 20175 1875 11068 7060 24691 69626
12. Education 309512 15847 186599 26219 8367 24861 893 8649 2568 35509 ~
13. Health and social work 241636 12816 46689 110739 12482 15473 959 9374 7552 25552 -
14. Other services 151227 13422 31782 20737 8609 42960 1650 9853 7079 15135 -
15, Total 3690269 299763 455437 540900 209593 581909 115519 7453924 417536 256062 69626

OCLOXRN®U R WD~

Legislators, senior officials and managers
Professionals

Technicians and associate professionals
Clerks

Service workers and shop and market sales workers

Skilled agricultural and forestry workers
Craft and related workers

Plant and machine operators and assemblers

Elementary occupations
Armed forces



30

able A9
Persons employed in industry, both sexes, thousands

PelA,B| ¢ | D E F G | H I ] K L | M| N [0Q]| Total
riod
1994 (327.6 39.2 888.8 108.3 201.0 467.4 110.6 314.5 729 1256 320.2 3386 239.0 197.8| 37515
1995|295.1 34.0 850.2 96.6 217.3 459.9 1le.c 319.6 82.2 130.c 3181 3354 2314 191.8| 36788
1996(302.4 32.8 850.8 88.8 217.7 486.9 114.1 3212 833 1282 306.6 319.6 225.6 170.1| 3648.1
1997 (287.8 27.2 864.1 97.4 219.2 496.8 120.9 310.0 833 146.3 293.8 296.9 232.1 170.5| 3646.3
1998 (278.8 25.7 912.1 96.5 230.0 472.2 1216 3019 818 163.0 294.3 305.5 237.8 176.5| 3697.7
1999 (2704 24.4 9289 &89.8 253.0 517.5 133.2 3083 &80.9 183.9 3019 306.9 239.2 173.2| 38115
2000(251.7 19.2 9313 80.1 267.8 540.9 133.3 3118 83.7 204.6 299.0 317.8 2417 166.2| 3849.1
2001(239.4 13.0 955.8 79.5 272.7 5484 143.0 310.9 789 219.6 289.6 309.8 234.9 164.0| 3859.5
A, B Agriculture I  Transport, storage

C  Mining and quarrying J  Financial intermediation

D  Manufacturing K  Real estate, renting

E  Electricity, gas, steam L Public administration defence

F  Construction M Education

G  Trade and repairing N  Health and social work

H  Hotels and restaurants 0O-Q  Other services

Table A10
Persons employed by major occupation groups (ISCO-88), both sexes, thousands
Period | 1 2. 3. 4. 5. 6. 7. 9. 0. kUW Total
nown

1994 | 240.8 383.3 4486 3189 517.0 132.4 852.3 390.1 359.9 108.2 - 37515
1995 | 212.8 396.4 4610 291.0 524.8 129.7 828.7 392.4 338.8 102.9 0.3 3678.8
1996 | 215.2 408.8 447.8 273.1 544.3 139.6 807.7 400.4 319.2 914 0.6 3648.1
1997 | 220.0 403.3 466.2 254.5 5554 1419 815.8 403.1 305.9 794 0.8 3646.3
1998 | 220.7 424.8 492.2 255.1 5549 139.5 837.5 400.7 309.1 615 1.7 3697.7
1999 | 2475 434.6 507.2 257.3 586.4 139.4 849.4 4249 302.3 616 0.9 3811.5
2000 | 265.4 450.0 509.5 2613 585.1 133.6 8414 440.4 297.6 64.8 0.0 3849.1
2001 | 260.2 450.8 514.1 257.4 600.5 133.0 838.3 460.9 287.7 56.6 3859.5

O ® N @1 A=

Legislators, senior officials and managers
Professionals

Technicians and associate professionals
Clerks

Service workers and shop and market
sales workers

Skilled agricultural and forestry workers
Craft and related workers

Plant and machine operators and assem-
blers

Elementary occupations

Armed forces



Table A1l
Unemployment rate by educational attainment

Basic vocational

Period (Less thaf:lgm-fyPrima ry) (Vocation?ihgogpprenﬁce ?éic:rlgr?l?; gsir}:gfll)l (\S’;ﬂf rqlslz(iiofii?gn) Tertiary education
1994 16.3 12.7 7.9 7.7 3.1
1995 15.9 12.3 7.4 6.8 3.0
1996 15.7 11.7 7.7 6.9 2.7
1997 15.1 10.0 6.3 5.6 1.8
1998 13.2 8.7 6.8 5.3 1.9
1999 12.5 8.1 6.3 4.8 14
2000 11.3 7.6 5.8 4.5 1.6
2001 11.1 6.4 4.4 4.1 1.4
2002 117 6.2 4.5 4.1 1.9
Table A12
Unemployment rate by NACE sections
Agricul~ Mining Manufac- | Electricity, | Construc- |Trade and Hotels Transport. Ifinancial Real cs- Pub}ic . Health Other
Tre and quar- turing |gas, steamn tion repairing and res- storage interme- | tate, rent- admin., | Education |and social services
rying taurants diation ing defence work
1994 13.0 18.3 11.5 5.2 17.7 9.6 14.4 7.2 3.8 8.3 3.8 2.4 3.6 5.5
1995 12.2 12.8 11.2 6.8 le.6 8.9 12.0 6.6 3.5 6.3 4.9 3.2 4.1 6.6
1996 10.6 89 10.5 6.0 15.1 8.3 12.5 6.9 4.1 6.8 6.1 3.7 3.4 8.3
1997 8.5 12.3 9.2 5.4 12.1 6.6 10.7 5.1 3.1 4.3 6.4 3.0 3.1 3.8
1998 7.3 9.8 7.4 4.6 10.5 6.8 8.6 4.2 44 5.2 5.9 2.4 3.8 5.6
1999 6.3 9.6 6.9 4.7 8.5 5.6 7.5 4.3 3.9 4.7 6.0 2.6 2.8 4.6
2000 5.0 12.3 6.3 4.1 7.6 5.1 7.8 3.3 4.2 3.7 5.6 1.5 2.7 5.4
2001 5.5 116 5.5 3.2 6.9 44 7.0 3.0 3.7 3.3 5.6 12 2.4 5.4
2002 4.8 7.5 5.6 3.0 7.0 4.7 7.4 2.5 2.7 3.7 6.0 2.1 2.1 5.5
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Unemployment by occupational groups

Table A13

. - Service . . Plant and
Leg.lslators:, Techn1c1ar1§ workers and Skilled agri- Craft and machine
senior offi~ . and associ~ cultural and Elementary Armed
. Professionals Clerks shop and related operators . Unknown
cials and ate Profes-~ K I forestry K d occupations forces
managers sionals market sales| 00 workers and assem-
workers blers

1994 4.1 2.5 5.6 8.9 8.6 10.4 11.8 11.3 15.3 0.7 ~
1995 3.6 2.2 5.3 7.6 8.6 11.0 116 9.9 16.0 1.1 100.0
1996 2.7 2.1 5.7 6.9 8.6 9.5 11.0 9.1 17.2 15 99.9
1997 2.6 15 3.5 6.2 7.0 9.0 9.6 8.7 15.1 L7 99.9
1998 1.8 1.5 3.7 6.9 5.6 6.8 7.9 7.4 14.0 1.0 99.7
1999 16 15 3.2 5.6 5.6 6.5 7.2 6.6 13.0 0.8 99.8
2000 1.5 0.8 3.1 3.8 5.7 4.9 6.6 5.7 12.2 0.8 ~
2001 18 0.9 2.4 3.1 5.0 5.7 5.8 5.3 12.1 0.4 0.0
2002 1.8 L1 2.4 3.4 5.0 5.1 5.5 5.7 12.6 0.5






