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Skill markets in a learning
society: transformation and
vocational reforms in Hungary
Pal Tamas, Hungarian Academy of Science, Budapest, Hungary

Discussions on ‘the knowledge economy’ have proliferated in recent years and are
tightly linked to policy prescriptions, management strategies and fundamental
changes in work, education and leisure. By putting new slants on academic debates
about the character of knowledge, labour and learning, many actors in this
discourse believed that they could suggest progressive practical reforms based on
sound theoretical foundations.

This paper attempts to raise a number of questions on some of the theoretical
underpinnings. The main thesis is that the increased intensity of knowledge
pervading labour and production in modern sectors of transformation economies
could possibly change the nature of employment relationships, leading to
increased national variability in control of the labour process and the firm. This
could be encouraged through policy intervention and would lead to an evolving
skill system characterising national forms of capitalism emerging in the region.

1. The framework: knowledge markets and
territories

A focus on the learning economy of the new central and eastern European
countries (CEECs), in contrast to those investigations that addressed the
structural limits to learning, raised the possibility of a learning economy
creating contextual conditions of endogenous development.

Different national institutional frameworks support different forms of
economic activity. Coordinated market economies have a competitive
advantage in diversified quality production. Uncoordinated market
economies, in comparison, are most competitive in sectors based on radical
innovative activities (Soskice, 1999). Coordinated systems are connected
with the post-Fordist development path based on competitive advantage
(Porter, 1990). Uncoordinated economies combine this with comparative



advantage based upon neo-Fordist developments. The tendencies in the
latter depend upon the technological parameters of the particular market
sector.

The best performances from coordinated economies are found in
diversified quality production of relatively complex goods. In contrast, the
most successful uncoordinated economies perform best utilising the
knowledge generated from national innovation systems.

Judged from this perspective, the Hungarian economy, actively reformed
in the 1990s, represents a polarised mixed case. There is still a significant
concentration on labour intensive low tech industries, yet there are also
numerous ‘A-’level high tech industries.

The, on average, low level of skills of workers in the labour intensive low
tech industries creates aggregated structural problems for this part of the
Hungarian economy, particularly when exposed to global competition from
countries in regions with even lower costs (e.g. south east Europe). The
changing commitment of the firms to their expressed and latent needs - not
only but primarily in the low technologies - also influences the professional
involvement of employees. Without commitment from the enterprise (or the
organisation in general) to the individual, a reciprocal commitment of the
individual to its organisational environment cannot be expected (Lazonick,
1994).

The institutional competitive advantage of semi-coordinated market
economies, like the central and eastern European ones, seems to be
founded on the upgrading of existing technological trajectories in
manufacturing industries (Asheim, 2000) characterised by interactive
innovation models.

In this respect it is important to remember (Freeman and Perez, 1988) that
knowledge diffusion very strongly depends on the socio-institutional
framework. The learning and absorbing capacity of the respective society, the
configuration of social capital in the national innovation system and the
proximate access to high quality educational facilities are becoming crucial
for economic performance.

With regard to ‘configurations of development’, it is necessary to determine
whether basic factors (population mobility, information infrastructure,
technology transfer patterns, etc.) help produce an autocentric development
trajectory, or build negative combinations which generate different forms of
‘blocked development’.

In the Hungarian and CEEC case two groups of factors contributed
decisively to the re-industrialisation and rapid economic development during
the 1990s: socio-structural factors (‘socialist market’ reforms of the late
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1960s and a relatively even stratified distribution of knowledge) and politico-
institutional factors (mobilising effects of political transformation, identification
of professionals as intelligentsia, well-constructed ‘exit’ strategies for labour
conflicts, etc.). Despite early attempts in the transformation to discredit
egalitarianism - identifying it with socialism - some social and psychological
structures remained relatively egalitarian. That is a new aspect for this
particular European area, though some comparative studies have already
underlined the importance of a sort of egalitarianism for the Scandinavian
economic development success story (Berend and Ranki, 1982). This
primacy meant that cooperation became a more central dynamic force of
transformation in the 1990s rather than competition driven by external
factors.

The new knowledge-based central and eastern European economies are
Soskice (1999)-type coordinated market economies. But these structures
could also be easily interpreted as ‘learning economies’ (Lundvall, 1996).
However, the transition from Fordism to post-Fordism in this part of Europe
is not complete and perhaps, because of some parallel neo-Fordist
tendencies, will not be completed in the immediate future. Despite this,
according to a new theoretical understanding, innovation in this system is an
interactive learning process, embedded both socially and geographically
(Lundvall, 1992). This means that institutional and socio-cultural structures,
and the skill structures they encompass, should be viewed as necessary
prerequisites for countries and regions to be competitive in a post-Fordist
economy (Asheim, 2000).

In this sense, strategic parts of the learning process are localised and
related to the historical trajectories of a country, or of regions. Such territorial
‘context-conditions’ (Dosi, 1988), or ‘territorialisation’ (Storper, 1997) are
related to moments of competitive advantage. The country-specific skill and
motivation structures could, together with the related institutional
configurations and organisational innovations, contribute to the formation of
learning regions (Asheim, 1996). Developments in a number of central and
eastern European regions (like Western Hungary, Malopolska in Poland, the
Bratislava Region in Slovakia) support this institutionalist thesis very strongly.
The learning region - including the actors in vocational and professional
training – is, in this perspective, a developmental coalition.

The formal infrastructure of training institutions, or more exactly the
personal networks created among their trainees, can significantly contribute
to the creation of trust in the region, though there is a need for other forms of
trust and trust creation if this is to function properly. Following Sabel (1992)
we could speak here about a sort of ‘studied trust’ promoted by the training
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networks. Naturally, we will be unable to preserve a reasonable degree of
trust without a minimum of social cohesion, and skills represent an important
means from this point of view.

We could operate here with a concept of social capital as a structural
property of larger groups (Woolcock, 1998) underlining that not all cultural
settings automatically represent it. But there is still an open question: how
fragmented are the obligations, expectations and norms governing the
behaviour of individuals in a post-socialist society in this respect?

With regard to the Hungarian or other central and eastern European
economies, the concept of ‘learning regions’ could be used in two different
ways. The first approach emphasises the role played by collective learning
and cooperation in territorial clusters and networks in order to promote the
local (national) firms in the global learning economy. The second approach
conceptualises learning regions as territorially based development coalitions
with intra- and interfirm learning organisations (Asheim, 2000).

2. Skills supply and vocational training in
transition

Since the early 1990s, the CEECs moving to democratic market economies
have faced radical socio-economic change. In all countries the number of
workers employed in industry was reduced. The reduction in the labour
market in Hungary was more substantial than in the other countries of the
region.

Dividing the industries of the transition economies according to the Neven-
scheme into five clusters (1) by the capital and skill intensity of labour (Kaitila,
2001, p. 21-22) results in a detailed map of skill intensity in the region. The
comparative advantage of countries revealed in this way reflects the quality
of labour employed by the specific industries. The peculiarities of skill needs
in Hungarian enterprises can then be interpreted using Kaitila’s (2001) data
referring to the broader central and eastern European context.

We see that in 1998 Category 4 (relatively capital-intensive industries but
with low skill-intensity of labour) emerges as the most important cluster in the
region. The share of that category varies between 24% in Romania and 73%
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in Latvia (not in Table 1) with the 40% of Hungary in between. Combining
categories 3 and 4, the low-skills intensive industries emerge as dominant
parts of the national economy representing 58% in Hungary. Category 1 is
quite pronounced for this country as well. Regarding the comparative
advantage of this economy, Category 2 is also important. Category 3, with
low intensity in skills and capital, has experienced a significant decline since
1993 (Table 1). The country has moved significantly towards a model with
increased skill-intensity in its comparative advantage (at the same time
adding to its capital intensity, but this is not a major point for our arguments
in this paper).

Table 1.  Industrial dynamics in central European transition
economies, 1998, 1993-98 (%)

Category 1 Category 2 Category 3 Category 4 Category 5 Category 3-4

1998

Hungary 25.3 15.5 18.1 39.9 1.2 58.0

Czech Republic 5.2 19.2 14.7 58.7 2.2 73.4

Poland 6.9 8.1 33.0 45.4 6.6 78.4

Romania 1.6 6.2 66.9 24.4 0.9 91.3

Slovakia 6.5 10.9 19.5 60.4 2.7 79.9

1993-1998

Hungary 15.9 3.0 –20.8 6.1 –4.1 –14.7

Czech Republic –2.1 7.3 –12.3 10.8 –3.7 –1.5

Poland 1.3 2.0 –8.8 7.6 –2.1 –1.2

Romania –1.3 2.9 –2.6 2.7 –1.7 0.0

Slovakia –1.0 3.8 –14.1 17.2 –5.9 3.1

NB:  Category 1: high-tech and human capital intensive industries; category 2: human capital intensive with little
physical capital; category 3: labour intensive with relatively little physical capital; category 4: both labour and
capital intensive industries; category 5: food-processing industries.

Source: Kaitila, 2001, p. 23.

Starting from the last wave of modernisation, lasting from the 1960s until
the1970s, countries of the region have witnessed an increase of labour
market participants obtaining secondary and higher educational
qualifications. The changes in Hungary in comparison with countries in other
regions, especially in south-eastern Europe, are not very positive in this



respect (Table 2). However, 76% of the age group 30-39 years obtained at
least upper secondary level in 1998 compared with the EU average of 65.8%
in 1999 (ETF, Key indicators, 2001, p. 4). During the 1996-1998 period the
educational attainment level in the 25-29 category did not change
significantly in CEECs.

Table 2.  Educational attainment of the population by age groups,
central European countries 1998 (%)

Level of 
education Hungary Czech Republic Poland Slovakia Romania

Age 50-59 30-39 50-59 30-39 50-59 30-39 50-59 30-39 50-59 30-39

ISCED 3 33 62 71 78 25 37 59 79 28 73

ISCED 5-7 13 14 9 12 10 10 8 10 16 12

At least
ISCED 3

46 76 80 90 35 47 67 89 44 85

ISCED 3 - upper secondary education; ISCED 5-7 – higher education.
Source: ETF. Key indicators, 2001, p. 4.

The CEEC average participation rate for vocational training by14-16 year-
olds in the 1990s (varying between 40-70%) was significantly higher than the
EU average (22% in 1996) due to the fact that in central and eastern Europe
15-16 years is the most common age for entering the vocational education
system. The Hungarian data in that respect are in line with the median of this
region.

3. State-socialist prehistories: a debate about
skills

A certain kind of skills discussion was already taking place in Hungary in the
1980s. The problem of skills mismatches was at the core of emerging
debates on the (in)efficiency of the existing (at that time) state socialist order.
The skills problem is - in different (in)direct forms – also present today, a
major focus being the overeducation of the population in comparison to the
actual needs of industry. In the former regime local skill supply was mainly
judged as of high quality. Critics analysing the demand-supply imbalance of
that time were usually critical not just of the supply structure but also of the
rigid demand side which underestimated the human talent and skills of the
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available labour force. This led to general criticism of the governance of the
late command economy.

The debate was concentrated on the underutilisation of higher
professional and technical skills, the absence, or unequal presence, of
managerial skills and the unsatisfactory development of foreign language
and other cross-cultural communication skills. The oversupply - or more
exactly the perception of it - can be understood in hindsight as positive, as a
resource for future growth and development of society after radical reform.
The reform proposals of the late 1980s, examining the importance of skills
held by individuals, usually considered the relationships between skills and
outcomes at the national level. Systematic studies of the problem were very
rare, almost nonexistent, and if they were done, typically did not indicate
which particular skills could be most productive, or would be after the
reforms. Very few studies attempted to evaluate the effect of specific skills,
such as those of technologists in engineering industries, economists and
lawyers in company management in the planned economy, or changes in
skills of female workers and their career strategies.

The traditional skills demand approaches of the former state socialist years
are still present. However, rigid manpower planning had disappeared, and
there is no longer faith in the accuracy of forecasts about the volume of new
entries to a given occupation. However, the ministries (of education and
labour) - determining the needs of the national economy - continued to control
enrolment into and graduation from educational institutions. Until the 1980s,
internal power plays in schools and colleges focused on officially forecast
student numbers in the departmental profile. Existing departments in higher
education - partly as a result of this situation - were subdivided into
departments with their own ‘speciality’ (a degree profile of its own on
graduation from the school), and those which were forced to survive without it.

Low skills vocational training policies, due to the more moderate or less
expressed symbolic value of training, were less directly performed, but were
guided by school interests almost as strongly as in higher education. The
‘school – industrial ministry – national educational administration’ triangle of
interests in establishing new programmes was usually guided behind the
scenes, or at least influenced by the interest of the educational institution.

The major theme for educational policy debates of that time was not the
skill supply problem (no-one really believed in the existence of a significant
skill demand on the part of the national economy) but the simultaneous
unilinearity and multi-linearity of the educational system, both on entry to
traditional vocational training for school leavers and inside higher educational
institutions.
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The system, developed from the 1950s until the 1960s, was multi-linear at
the starting points of vocational training and unilinear in its philosophy in higher
education. The reforms tried to integrate, but also differentiate, the system -
referring to existing skill profiles, but not seriously measuring them. They tried
to incorporate vocational training institutions into the ‘normal’ secondary
educational level. Vocational-secondary schools, already established in the
1970s, in principle offered graduation examinations preparing for college
entrance examinations in combination with the traditional vocational training.
The over-ambitious goals regarding quality were never reached by those
schools. So, debates about the possible compromises leading to better-suited
skills packages continued into the 1990s. However, those ideological motives
underlying temporary attempts in some socialist countries, like the former GDR
or Romania, to accommodate the vocational moment in different forms in an
integrated secondary system were not present in Hungary. The traditional skills
transmitted by vocational schools were not at all identified by serious experts
influencing the policies on ‘working class’ life experiences, incorporating some
higher ideological meaning for the prospective pupils. The debates about the
vocational dimension of the system, in this case, were just pragmatic.

From the late 1980s we observed a new trend, with changes of the wage
inequality driven by changes in the supply and demand for skills. But it is still
hard to argue that the reduction of wage inequality was a result of the rapid
rise in the supply of skills in the 1980s (as measured by educational
attainment) while the subsequent rise of wage inequality in the 1990s was due
to a new demand structure for skills (as measured by the industrial structure
and occupational shifts). Some theories try to explain the change using
political-environmental arguments (transformation returns the country to the
traditional, ‘pre-communist’ international division of labour, etc). Of those
theories using non-political elements two are advanced more frequently (e.g.
Berman et al., 1994; Wood, 1994). One holds that skill-biased technological
change and especially the arrival of multinational corporations in the 1990s
increased the demand for skilled personnel. According to the alternative
explanation, increased international trade, with the opening the of central and
eastern European economies, destroyed manufacturing potential for low-
skilled industrial goods in different sectors (like food processing or clothing
industry) which increased the demand for unskilled workers, generating the
main force behind the rise of wage inequality. The skills supply-demand ratio
could be characterised by the qualifications-wage relationship of the 1990s.
While normally the level of education can increase wage level substantially,
the data show that in this general stratification perspective the labour market
was not too sensitive to qualifications (see Table 3).
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Table 3.  Differences in relative wages by educational level of employees
in the Hungarian competitive and budget sectors 1998 
(average of the national economy = 100%)

4. Hungarian vocational training strategies

Vocational training in Hungary was adapted to the structural transformation
of the 1990s by relatively small and diverse steps, rather than on the basis of
systematic reform. Training institutions reacted to changes in the national
economy restructuring the labour market, employment strategies, the
emerging new ownership structure and the transferred management styles
and philosophies. After a few years of uncertainty the sector had stabilised by
the second half of the 1990s.

In institutions of vocational education (secondary vocational schools,
apprenticeship schools, other general and special vocational schools, labour
development centres and commercial training units) there was a general shift
in emphasis from forms which lead to lower qualifications towards those
which provide higher ones (Köpeczi-Bocz, 2000, p. 22). Since 1998,
vocational training can start at the ninth or tenth year of schooling and the
previous form of apprenticeship is set to disappear in the near future. For a
number of occupations with more complex skill structures, e.g., for
electronics technicians, an additional 13th school year is an integral part of
secondary vocational training.

In 1997, the government launched a new form of practical post-secondary
training course, mainly of two years duration, integrated as AIFSZ programs
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Educational Competitive Public
level sectors sectors

8-years primary school 68.7 53.1

Vocational school 80.9 63.9

Secondary vocational 107.6 79.8

Secondary grammar 107.6 81.2

Technician 134.3 102.0

College 209.5 103.7

University 304.9 156.5

Total 104.9 90.0

Source:  KSH: A KSH Jelenti, 1999, p. 7.



(Accredited Higher Education in Schools). In 1993 the Ministry of Education
reached an agreement with those sectoral ministries in charge of various
vocational qualifications about a national register of vocational qualifications
and the procedures governing related examinations. Both the register and
the rules have been amended and modified several times since (Köpeczi-
Bocz, 2000, p. 24). The original register in 1993 was compiled in tripartite
committees of employers, employees (unions) and government
representatives. Its modification is now in the hands of a special
subcommittee of the OSZT, the National Council of Vocational Qualifications.
The social partners, chambers of industry and the state administration also
take part in the preparation of its decisions. The National Vocational
Qualification Register organises state-recognised qualifications in this area
(including such parameters as organisation and duration of training,
requirements for entry and suggestions on the theoretical and practical parts
of it). The structure of the skills supply in a quantitative sense, therefore, is
fixed by the register.

The number of qualifications included is changing continuously but the
modifications are not too significant. (2) During the mid-1990s a new
unification of the system took place based on the requirements of the
Register with the mandatory introduction of a new central curriculum from 1
September, 1998. In most cases, the duration of training is two years. The
pre-qualification level of the programmes has not changed to any significant
degree during this period. In 1996 a total of 47 of the qualifications did not
require pre-qualifications; in 1999 this figure was 43. Elementary school pre-
qualifications were required in 1996 for 412, and 407 qualifications in 1999.
Secondary and higher degrees were pre-requisite for 463 and 11
qualifications respectively in 1996, and 492 and 9 in 1999 (Köpeczi-Bocz,
2000, p. 53).

At the same time, as a result of the economic transformation and
privatisation, the total number of practical training places/enrolments (in
apprenticeship schools, in companies, outside the school system) fell
dramatically, by about 50% between 1990 and 1998 (Table 4). Vocational
training was, to a certain degree, integrated into general public education
(e.g. its supervision was transferred from branch ministries to the educational
administration, a special fund was created). Nevertheless, with the exception
of short-time retraining programmes, responsible actors in the business
sector and economic policy makers generally lost interest in the vocational
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training problem. The general feeling among the business elite seemed to be
that if a government body was interested in the coordination and
maintenance of the system, it should be left solely in charge. As long as the
system functioned more or less according to its basic mandate, the new
business elite was ready to use it as a service (believing that the transfer of
obligatory fees as a percentage of their gross wage costs to the Vocational
Training Fund (VTF) was already paying for it). The VTF transfer now
amounts to approximately one third of enterprise contributions to vocational
training. During the 1990s, the total value of local training by companies
slightly decreased, allowing for inflation, but direct subsidies to schools
increased substantially, mainly as a result of donation of equipment.

Table 4.  Hungarian vocational training: structural changes 
1990/91 - 1997/98

Training
Enrolment numbers Enrolment (%)

1990/91 1997/98 1990/91 1997/98

Heavy industry 79 975 44 015 38.2 33.2

Light industry 40 787 23 075 19.5 17.4

Trade 25 679 17 324 12.3 13.1

Construction 23 753 13 945 11.3 10.5

Agriculture, food processing 18 586 12 028 8.9 9.1

Catering 10 287 12 022 4.9 9.0

Transport, other services 10 304 10 228 4.9 7.7

Total 209 371 132 637 100.0 100.0

Source: Benedek, 1999.

In the last four to five years significant improvements have taken place,
adding different open vocational and professional training forms to the
existing system. Up to March 1998, 1024 organisations received a state
certificate, allowing them to engage in vocational training. Of these, 37% are
supported by publicly funded schools, colleges, state-owned training centres,
12.4% by non-profit institutions, and 50.5% are represented by commercial
firms. Some 75% of the institutions listed in the official records of the
authorities are engaged in training as their core activity.

The National Statistical Data Collection Programme recorded that, in
1998, 16% of the people involved in this form of training were funded by their
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own resources (i.e. paid tuition fees). Fees were paid by employers for 11%,
the Labour Centre for 18% and by the VET contracts in 4% of the cases. A
total of 51% of the answers indicated other sources (which means that, in
most cases, they did not want to answer at all).

At present, it is difficult to name the main motives for the reforms: the need
to put in place internationally widespread forms of training, or the
disinterestedness of the new business elites in non-core activities in their
enterprises. In more general terms, the socialist enterprises before 1989, in
addition to their primary production functions, played important roles in
training, welfare and recreation. As much as they could without disturbing the
social peace inside the factories, the new owners tried to abolish a good part
of those non-primary production related services. Vocational training was
affected by that tendency as well. However the number of training units,
especially in the economically more advanced regions, started to grow again
in the late 1990s. The maintenance of their quality standards is carried out by
the chambers of trade or industry.

During the reforms of the vocational training systems in 1999, compulsory
schooling was increased to 18 years for new entrants. In the new scheme,
vocational specialisation takes place after 16 years, so the old apprenticeship
system will gradually disappear.

A National Evaluation and Examinations Centre, together with a network
of regional offices, was set up in 1999 to provide quality control of vocational
training.

The initial system continues to move away from one offering mainly basic
vocational training to a structure providing intermediate and higher vocational
education. The characteristics of this are later specialisation, combination of
a curriculum leading to upper secondary school examination with traditional
vocational training, and development of post secondary technical education
programmes.

The regulations from 2000 increased the employer’s contribution to the
Vocational Training Fund to 0.5% of the 1.5% levy (up from 0.2%) which the
companies can retain to train their own employees.

Since 1999 a Register of National Vocational Qualifications has provided
a standard for all vocational training inside and outside of the public
education system. An Adult Education Act is under preparation.

The whole education sector is influenced by the basic fact that, with the
general decline of the population, the number of children entering secondary
education has been declining every year. In 1997-1998 one third of young
people in secondary schools attended ‘uni-prep’ grammar schools and two-
thirds secondary vocational schools. However, the older-type apprenticeship
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schools during the 1990s remained important parts of the training system.
While the number of school-leaving students in vocational secondary schools
was growing (despite the decreasing number of students in the whole
educational system) from 28 701 in 1991/92 to 43 930 in 1998/99, the
relevant numbers for apprenticeship institutions were 51 558 and 38 871 in
the same years. A significant proportion of those attending the vocational
higher education continued their studies in the college system, with the
number of students starting to increase rapidly in the late 1990s (e.g. from
199 000 in 1996 to 258 000 in 1998). While the number of students in
industrial, technical, economic and commerce schools increased
significantly, it declined substantially in the agriculture and health-related
fields (Köpeczi-Bocz, 2000, p. 30).

The skill sets of the Romany groups - the largest ethnic minority in
Hungary, representing 5-7% of the entire population - is different from that
presented by the average population. The dropout rates for Romany students
show a certain improvement in recent years. However, even in the early
1990s, of a given generation of first year pupils more children dropped out of
primary school than successfully completed it. The proportion of Romany
children enrolled in secondary schools during the 1990s was declining, in a
period in which among the general population the number of students in the
secondary school is increasing significantly.

Table 5 shows the changing qualification structures of employed and
unemployed people. Compared to those with higher education, the risk of
unemployment is approximately 2.5 times as high for those who have
completed education at secondary grammar or other school, four times for
those with vocational secondary school degrees and six times as high for
those who only completed primary school (Köpeczi-Bocz, 2000, p. 35).

Among the registered unemployed, more than 40% had attended to only
eight classes of primary school or less, while among those unemployed at the
beginning of their career, lower qualifications represented a total of 25%. This
indicated that the strategies among the registered unemployed were, to a
certain degree, different between generations. In 1998, those registered as
unemployed at the beginning of their career included 3.2% whose school
qualifications were less than eight school years; 4.4% who finished primary
school; 6% who finished vocational school; and 6.7% from the group with
higher educational degrees (Köpeczi-Bocz, 2000, p. 51).

In 1997, 16.3% of young people leaving school had completed college, or
university degrees, though, in the same year, so had 5.3% of registered
unemployed school leavers. An opposite trend could be observed with other
qualification levels, with 11.7% of school leavers completing grammar, and
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20.5% vocational secondary schools. However, at this time 16% of the first,
and 23.6% of the second qualification groups were registered among the
school-leaving unemployed.

Table 5.  Employed and unemployed persons by educational
attainment, Hungary 1992-98 (%)

Uncompleted Completed Apprentice Grammar or College 
Total Year primary primary or vocational other  second. or university Total

(1 000)school school school school degree

Employed persons

1992 3.5 25.6 26.8 29.6 14.5 100.0 4 025.7

1995 1.3 22.3 30.2 30.7 15.4 100.0 3 622.8

1998 0.8 21.2 30.7 31.3 16.0 100.0 3 693.3

Unemployed persons

1992 6.8 37.4 31.8 20.4 3.6 100.0 444.2

1995 4.1 34.9 36.7 20.3 4.1 100.0 416.5

1998 4.2 34.2 33.7 23.9 3.9 100.0 302.8

Unemployment rates

1992 17.5 13.9 11.6 7.1 2.7 9.9 –

1995 26.2 15.2 12.3 7.1 3.0 10.3 –

1998 29.2 11.7 8.3 5.9 1.9 7.6 –

Source: CSO LFS.

5. Special skill markets

The special skills most appreciated in the labour market are managerial,
computer related, and foreign languages. During the 1990s a market was
emerging for special training courses on these subjects, both inside and
outside of the general educational programmes.

Most larger companies, and practically all multinational high tech
manufacturers, retrain their managers within the enterprise; major firms have
their own educational departments. According to a survey, the percentage of
wages spent on training varies from 0.4% to 6.5%: the agricultural processing
industry spends 0.4%; the public service sector spends 1.5-2%; the chemical
industry 1.6%; and heavy industry 2-3%. As the most serious spenders, the
electronics industry and the financial sector are worthy of mention.
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The relationship between in-house training and those courses offered by
external providers varies in different branches. In addition to the
technological and management traditions of the sectors, the position of local
providers and their special arrangements with leaders of human
management services inside enterprises are the most important factors
explaining the local organisational differences in training. The differences are
not segregated along high-tech/low-tech lines. In the most important
Hungarian technology-intensive sectors, e.g. electronics, the majority of
programmes are provided in-house. In contrast, the pharmaceutical
industry’s programmes are carried out by external providers. In the car import
industry they are usually in-house but in the agricultural sector they are
largely supplied by external providers.

International surveys of student achievements could be also used as
important maps of skills in the student population. Data generated in the 1995
IEA TIMSS survey show ambivalent results for Hungary (Table 6).
Mathematical and science skills were measured among fourth grade pupils
and school leavers. While in this international comparison Hungarian results
are good among the youngest groups, they are well below the international
average for the school leavers. In this study the mathematical achievements
of the school leavers were rated 14th and science achievement 18th place
among 21 nations. Results from the younger classes were much better: the
fourth grade pupils were 14th from 25 and in the Eighth grade 9th out of 41
nations.

Table 6.  Mathematical skills measured in the TIMSS survey
comparative data, scores measured in the distance from the
international average, 1995

Country 3. grade 4. grade 7. grade 8. grade school leavers

Hungary 6 19 18 24 –17

Czech Republic 27 38 29 51 –34

USA 10 16 –8 –13 –39

Iceland –60 –55 –25 –26 34

Norway –49 –27 –23 –10 28

New Zealand –30 –30 –12 –5 22

Slovenia 18 23 14 28 12

Austria 17 30 25 26 18

Canada –1 3 10 14 19

Netherlands 23 48 32 28 60

Source: Vári, 1998.
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6. Future prospects for the system

There are no available comprehensive studies about the future skill needs of
industry or sub-sectors in the country. However, interested policy makers can
consult qualitative statements projecting selected international trends
expected in given industrial or economic sectors into the local conditions. The
only comprehensive vision of the market is the Educational and human
capital chapter of the National Technology Foresight exercise in 2000. (4) The
results of a Delphi expert survey (3) on national human capital prospects
provided in the framework of this programme would be particularly relevant
in the context of our investigations. Major factors influencing the condition of
the Hungarian education system are presented in Table 7.

Table 7.  Factors influencing the actual situation in Hungarian
education. Delphi expert evaluation, 2000 (% of all
nominations)

Systems-Impacts of

General lifestyle – 33.0 27.5 26.9 27.7

Vocational training 37.7 34.6 36.5 35.9 36.6

Public education 38.9 36.8 33.8 34.1 34.4

Higher Education 36.0 35.6 34.8 35.2 34.6

Total 37.8 35.4 34.1 33.8 34.4

The following ten items are seen as the most probable positive events
expected to influence the quality of human capital (also represented by the
skill structure); the supposed year of realisation is given in brackets:
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and creativity

Practical
utilisation of
innovations

Production,
service quality

level

Regulation,
administration
quality level

Quality level 
in Hungary, total

(3)  The programme was provided by the State Committee for Technological Change (later Ministry of
Education) in 1997-2000. The Working Group for Education Policy was coordinated by Andras
Semjen. The author was a member of the Steering Committee of the entire National Foresight
programme, publishing the synthesis country report.

(4)  Some 206 experts took part in the first round of this survey; there were 151 in the second. The
participants were asked to select events or turning points in trends with the highest probability from
a larger list, evaluate them as positive or negative and judge the intensity of their social, economic,
regulatory-administrative (political) and environmental impacts. The experts represented the private
sector, the research establishment and the governmental machinery.
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(a)  More than 90% of school leavers (including those from the higher
education sector) should complete some kind of vocational and
professional training (2015);

(b)  communication skills in two foreign languages would be part of high
school final examinations (2013);

(c)  the fundamental equivalence of European vocational and professional
degrees is basically accepted (2012);

(d)  due to EU accession, resources available for human capital development
are doubled in the country (2015);

(e)  the proportion of registered unemployed in Hungary will be permanently
under 5% (2013);

(f)  at least 80% of the 18-19 years old pass high school final examinations
(spending 12 years in the education system) (2014);

(g)  rich multimedia online environments are available in each school (2021);
(h)  participation in different continuos educational and training forms is

broadly accepted in the society (2014);
(i)  the proportion of GDP spent for higher education is at least 1.5% (2013);
(j)  at least 83% of the potentially employable labour force is actually

employed (2014).
Between 3-9% of the experts believe that these conditions are not

achievable at all in Hungary. The limiting factors mentioned most frequently
as seriously affecting the realisation of these prospects are: population
structure; lifestyle; public education impedes social and moral development;
plus, in vocational and professional training, economic aspects (resource
scarcity). Market limitations are at their highest in vocational training. Political
regulation, popular viewpoints and a ‘low distribution-redistribution profile’
make solutions based on lifestyle modification especially problematic. A
shortage of existing skills is the most serious limitation on developments in
the public school system. Technological (and R&D) factors (their absence or
non-satisfactory level) more often govern vocational training and labour
market adaptation (Table 8 and 9).
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Table 8.  Most probable changes in the Hungarian system of vocational
education. Delphi factor evaluation, 2000 (nominations, %)

90% of school leavers with 
vocational training

– – 40.5 41.7 38.6

2 foreign languages in high 
school final examinations

– – 36.5 38.6 37.7

European equivalence 
of vocational degrees – – 44.0 43.8 40.0

2x larger resources in 
human capital development – – 36.8 37.0 36.5
due to EU membership

Registered unemployed 
below 5%

– 37.3 40.0 37.7 38.2

80% of the 18-19 year olds 
with High School diplomas

– – 41.2 43.8 40.2

Multimedia demonstration, 
on-line in each school 36.6 34.7 34.2 38.4 36.0

Continuous education 
broadly accepted

– – 40.0 38.6 37.7

1,5% of the GDP used 
for higher education

– – 29.1 29.5 32.6

Min 83% of adult labour 
potential is used – 35.5 38.4 36.8 37.1
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Table 9.  Assessment of expected impacts for the vocational education
system in Hungary. Delphi survey, 2000 (nominations, %)

Events-impacts Economic Social Environmental Total
impact impact impact impact

90% of school leavers with vocational training 91.1 93.5 73.4 93.1

2 foreign languages in high school 
final examinations 91.8 92.5 67.5 93.0

European equivalence of vocational degrees 90.2 91.2 - 91.8

2x larger resources in human capital 
development due to EU membership

91.4 88.9 71.3 91.3

Registered unemployed below 5% 88.3 91.3 61.4 91.0

80% of the 18-19 year olds with 
High School diplomas

87.8 91.5 78.3 90.8

Multimedia demonstration, 
on-line in each school 89.0 90.3 75.0 90.8

Continuous education broadly accepted 88.5 90.7 70.6 90.8

1.5% of the GDP used for higher education 86.7 90.5 70.7 89.9

Min 83% of adult labour potential is used 87.0 89.5 56.8 89.6

The overwhelming majority of the experts in the survey believe that
changes in this area should be based first of all on local (national) research
or development. The proportion of those who believe that ‘ready-made’
packages could be obtained from the international market or transferred
easily en bloc to Hungary is negligible, although in the higher education
group the acceptance of the possibility of licence or know-how utilisation is
higher.

The Foresight exercise compares five possible future scenarios for the
system: knowledge intensive combining of private and public sources; state-
dominated human capital development; human capital development based
on private resources; a ‘dinosaur model’ of human resources (continued
structural underdevelopment); and a ‘future-oriented satellite’ situation
(significant overeducation of workers waiting for a better future without paying
to much attention to the actual situation). The research group compares all
five with regard to knowledge intensity, freedom of action, equality of options,
social integration, the division between state and the private actors and
accessibility of resources. It ultimately states a preference for the first
scenario.

282



7. Conclusions

Visions of an overeducated, or overtrained, labour force easily available in
the labour market are prevalent in the country as myths and still alive in public
opinion but industrial policy concepts are no longer dominated by them.
Decision-makers, both in the education and economic policy generally
consider that the skill demand landscape is becoming more fragmented and
rapidly changing. Therefore, the space for local actions and solutions to
upgrade skill structures in the last five to six years has expanded significantly.
This does not mean that the educational bureaucracy has disappeared, but
its former competences in important areas have been transformed.

The appearance or modernisation of high-tech sectors (especially when
represented by local divisions of multinationals) in countries like Hungary
does not automatically lead to mass upgrading of the labour force. Most skill-
intensive jobs in high tech manufacturing facilities are highly specialised and
not easily transferable to other industries. At the same time, we can observe
emerging islands of excellence, especially in information and communication
technologies, in joint projects of multinational businesses and local
educational institutions (a well-known reference point in Hungary are the
cooperative efforts of the Ericsson company with the Budapest Technical
University in upgrading advanced training facilities).

In the education market there is a significant demand from the population
for more training or, more exactly, for more qualification certificates. That
growing pressure for more diplomas and degrees (from foreign language
certificates to PhDs) is well understood as a political message by the
educational bureaucracy and is becoming - together with the particular
interests of the administrative elites - the major motivational force behind
reform. At present, industrial interests for the most part are of secondary
importance.

Reforms of vocational education in the country are still dominated by
ambitions relating to skills supply side regulation. This does not mean that in
some sectors, e.g. information technologies, revealed demand for industrial
skills would be absent.

This case study indicates the importance of skills, as bottom-up building
elements of the learning economy, or ‘learning region’. The ambitious,
upwardly mobile, modernising population, upgrading its own skills, is an
increasingly important element in industrial siting decisions of new central
and eastern European capitalism.
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