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As a direct result of political, economic and social
transformation experienced in Central and Eastern
Europe in the early 1990s, over the past decade and a
half the phenomenon of international migration — which
in the decades of the dictatorial state regimes was either
strictly regulated or banned — has once again become
commonplace. After the political system change, the
opening of Hungary’s borders completely transformed
the processes of migration. From being a source country
for migration Hungary has become partially a transit
country and to a certain extent a host country too,
mainly for the ethnic Hungarians from the neighbouring
countries. In line with this process another situation has
been developed: an increasing number of people settling
and living in Hungary consider that their national iden-
tity is not tied, or not only tied to a Hungarian identity.
Non-Hungarian, or not exclusively Hungarian-identity
individuals settling in Hungary are not only increasing
the thirteen officially acknowledged minority communi-
ties numerically, but they also display far greater minor-
ity solidarity than their fellow minorities who have been
long established in the country. The vast majority main-
tain their minority tongue as their native language,
unlike the minorities born and brought up in Hungary
who, on the whole, only describe themselves as belong-
ing to a particular minority on a subjective basis (na-
tionality or cultural ties). The former groups bring with
them cultural and behavioural models which may even
differentiate them from their fellow minorities. Based on
the results of the 2001 Census, our case study aims to
analyse the characteristics of those minority people who
were born abroad.

KEYWORDS:
Minority.
Identity.
Migration.
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4 AGNES TOTH — JANOS VEKAS

As a direct result of political, economic and social transformation experienced
in the countries of Central and Eastern Europe in the early 1990s, over the past dec-
ade and a half several phenomena have once again become commonplace, which
were either strictly regulated or banned altogether in the decades of the totalitarian
state regimes. Migration is such a phenomenon. The communist regimes, in a bid to
monitor every area of life (including national consciousness and social mobilization)
and to guarantee the impermeability of borders to all, tightly controlled movement,
restricted international migration and politicised patterns of behaviour linked to for-
eigners. The borders within Central and Eastern Europe became the primary means
of limiting regional movement, of shutting the door on the free entry and exit of peo-
ple.

Up until 1990, Hungarian society only glimpsed the phenomenon of international
migration through reports of those (for example illegal migrants) who had quit the
country without official authorization. The state’s refusal to countenance (and its
ideological approach to) migration restricted its acceptance as a natural concomitant
of social, economic and political transformation (7oth—Turai [2004]).1

During these decades, as so often in history, the partitioning and restrictive func-
tion of borders was defended not only in regional, geographical terms but also cul-
turally and intellectually. Once again the principle of “quius regio, eius religio” was
asserted, that is to say, the state exercising authority over a specific geographical
area, endeavoured to impose its exclusive legitimacy in the political and economic
sphere and also spiritually.

After the change of the political system, the opening of Hungary’s borders trans-
formed completely the processes of migration. From being a source country for mi-
gration, Hungary has become, in part, a transit country and to a certain extent a re-
ceiver country too. At the same time, although a considerable proportion of settlers
in Hungary are ethnic Hungarians from beyond the border, they are by no means the
only ones seeking a new life in Hungary. This makes an examination of the regional
aspect of the “border concept” and national identity highly topical.

Citizenship is an expressly legal category: it regulates the legal relationship be-
tween the individual and the given state, that is, it brings the individual into the circle
of those who — through birth or later manifestation of their own will — fall directly

" TOTH, P. P. — TURAL, T. [2004]: A magyar lakossag kiilfoldiekhez vald viszonyardl sz616 szakirodalom
Osszefoglalasa. (Summary of Literature on the Relation of the Hungarian Population to Foreigners.) In: Toth, P.
P. (ed.): Kiilfoldiekkel vagy idegenekkel. A KSH Népességtudomanyi Kutatointézetének Kutatasi jelentései 76.
(With Foreigners or Strangers. Research Reports No. 76. of the HCSO Demographic Research Institute.) Bu-
dapest.
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under the state’s legal authority. Persons holding citizenship bear certain responsi-
bilities towards the state, and, at the same time are entitled to its protection.

However, ever fewer individuals are subject to the sole legal jurisdiction of a sin-
gle state, while every state finds it has legal relationships with an increasing number
of people holding different citizenships. If an individual travels to a country of which
he/she is not a citizen, his/her responsibilities towards his/her “own” country remain,
while, however, he/she is bound by numerous provisions of the country of residence,
even when he/she does not hold citizenship of that country. Thus, citizenship is not
the only form of legal relationship between the state and the individual, and at the
same time, the individual may be a citizen of more than one state. Even so, it is im-
perative to examine the question of national-ethnic identity differentiated from that
of the system of citizenship. Here we do not mean independent of the system of citi-
zenship, but naturally we are not talking of a causal relationship either. Every na-
tional culture can be viewed as the unique grouping of historically-shaped identity
patterns in which elements and models of “high culture” and everyday, traditional
culture are apparent at one and the same time. In this respect too, modern societies
are pluralistic, in that they offer the individual several different (albeit equally valid
and legitimate) patterns for the manifestation of identity.’

One of the fundamental conditions for the preservation of any community is a
sense of solidarity. If an individual joins a community, then this only has any sense if
the individual participates in creating the community’s values, contributes to its ad-
vancement and, on this basis, earns the natural right to share in the created values
and to enjoy the cooperation of the community (thereby providing the individual
with an element of security). Furthermore, in the name of social solidarity, it is only
natural for the majority nationality of a given state to lend its backing to the minori-
ties in preserving their spiritual and cultural values and in their efforts to advance.

Any intelligently managed state will conduct a thorough investigation to discover
those areas in which it has a legal right to intervene in the private life of its citizens.
It is not wise for the state to attempt to exploit national-ethnic characteristics for the
homogenisation of its subjects, interpreting these characteristics as declarations of
loyalty.

Mobility is a precondition of dynamic development, bringing in turn multicultur-
alism and diversity. It is thus necessary to establish specific systems of institutions to
regulate the internal relations of both the state and the national-ethnic collectivity,
and it is primarily the state’s duty to ensure that these institutional systems are able
to operate smoothly together.

An increasing number of people living in Hungary consider that their national
identity is not tied, or not exclusively tied to a Hungarian identity. Non-Hungarian,

2 PATAKL F. [2001]: Elettorténet és identitds. (Life History and Identity.) Osiris Kiadé. Budapest.

HUNGARIAN STATISTICAL REVIEW, SPECIAL NUMBER 13



6 AGNES TOTH — JANOS VEKAS

or not exclusively Hungarian-identity individuals settling in Hungary are not only in-
creasing minority communities in Hungary numerically, but they also display far
greater minority solidarity than their fellow minorities who have been long estab-
lished in Hungary. The vast majority maintain their minority tongue as their native
language, unlike the minorities born and brought up in Hungary who, on the whole,
only describe themselves as belonging to a particular minority on a subjective basis
(nationality or cultural ties). The former groups bring with them cultural and behav-
ioural models which may even differentiate them from their fellow minority nation-
alities established in Hungary.

This situation developed in just a single decade after the change of the political
system; in other words, measured in historical terms within a remarkably short pe-
riod. Due to the impermeability of the borders, the restrictive migratory policy im-
posed throughout the bloc, as well as the smothering of the nationality question in
earlier years, statistically speaking Hungary had a negligible number of non-
Hungarian citizens living within its borders, while the number of those settling in
Hungary was similarly insignificant. At the time of the 1960 Population Census, the
number of individuals with non-Hungarian citizenship was so small that census pub-
lications did not present data related to citizenship, and the following three censuses
did not even include questions on this subject. However, the 2001 Population Census
indicated that at the time there were more than 110 000 people living in Hungary
who, as concerns their citizenship, did not consider themselves affiliated to Hungary
or exclusively to Hungary. The census also recorded 35 000 individuals belonging to
national and ethnic minorities living in Hungary who were not born in Hungary.

So where is this change leading Hungary? Is the rapid growth of migration good
or useful for the country? At the same time, what changes have to be made to meet
the challenges?

1. Population census methodology

The population census conducted in Hungary in 2001 represents a highly valuable
source of information for an investigation into the character of national identity.3 We
coupled the long list of objective characteristics concerned with the living conditions
of those questioned to the subjective and non-obligatory responses to questions on

3 The source of data used in our analysis concerning the 2001 Census, unless otherwise specified, is the
electronic database of the Hungarian Central Statistical Office. For the sources of the previous censuses see
KSH [2003]: 2001. évi népszamlaldas. 6. Teriileti adatok. (2001 Population Census. Regional Data. No. 6.) Bu-
dapest. CD Annex.
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national and ethnic affiliation in this “public opinion survey” conducted on sample of
unprecedented proportions (10 million individuals, the entire population of Hun-
gary).

In earlier population censuses the response to national affiliation was on an ei-
ther-or basis: one could give only a single response to each question. In the frame-
work of the state political instrumentalization of the concept of nation this, as it hap-
pens, was most expedient. The insistence on belonging to the nation state as a gesture
of patriotism tended rather to complicate than to ease the formation of social-political
behaviour recognizing the multicultural national and ethnic identity.

The revised methodology employed in the 2001 Census opened the door to an
exploration of all dimensions of national and ethnic identity.

In addition to the two usual questions (nationality and native language) directly
related to national and ethnic identity, further two questions — inquiring about cul-
tural affiliation and the language spoken with family and friends — were built into the
questionnaire in order to refine the approach. The picture was enhanced by questions
on command of languages and (to differing degrees depending on nationality) reli-
gious denomination.

What’s more, three responses could be given to each of the questions on national
identity. Thus, in theory, it was possible for someone to record affiliation to a possi-
ble twelve nationality-linguistic communities.

It is important to note that there was no obligation to reply to the four questions
mentioned formerly and the question on religious affiliation, while the reply for the
question of language skills was obligatory. (See Table 1.)

In the end, there were 18 potential response combinations for the nature of the
given national attachment (leaving implicitly out the 00 and 05 combinations), and
208 combinations for any two given affiliations, right up to several thousand poten-
tial variations for various minority affiliations.

In fact, the results revealed the realistic boundaries: national identity is a multi-
layered, fluid category but despite the wealth of its elements, it can basically be
clearly delineated up until the point that it is not confused with state political means
— and here we are talking about genocide, resettlement, restrictions on use of lan-
guage and those procedures which are not malicious (and frequently not even con-
scious) deriving from a monolingual state administrative procedure.

Of the 10 198 315 individuals registered in the census 9 627 778 gave a valid re-
sponse to the question on national affiliation while the total number of replies was
9 746 186. Every hundredth person making an answer gave a multiple response, a
significant majority of which referred to the Hungarian affiliation of national minori-
ties. Of those who gave more than one answer to the question on national affiliation,
a total of 463 did not include Hungarian in their responses (441 gave two responses,
22 three responses).

HUNGARIAN STATISTICAL REVIEW, SPECIAL NUMBER 13
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Table 1
The potential response combinations
. . Cultural Native Language Spoken L
Code| Nationality affiliation | language | spoke‘n language Description
in family
00 - - - - - No affiliation
01 X - - - - Only nationality
02 - X - - - Only cultural affiliation
03 - - X - - Only native language
04 - - - X - Only language spoken in family
05 - - - - X Only spoken language
06 X X - - - Nationality and cultural affiliation
07 X - X — - Nationality and native language
08 X - - X - Nationality and language spoken in family
09 X - - - X Nationality and spoken language
10 X - X X - Nationality, native language and language spoken in family
11 X X X - - Nationality, cultural affiliation and native language
12 X X - X - Nationality, cultural affiliation and language spoken in family
13 X X - - X Nationality, cultural affiliation and spoken language
14 X X X X - Nationality, cultural affiliation, native language and language spoken in family
15 - X X - - Cultural affiliation and native language
16 - X - X - Cultural affiliation and language spoken in family
17 - X - X Cultural affiliation and spoken language
18 - X — Cultural affiliation, native language and language spoken in family
19 - - - Native language and language spoken in family

So in practice multiple affiliation is dual, one element of which is Hungarian. The
95 individuals describing Serbian and Croatian dual national affiliation are rare ex-
ceptions, interpretable for historical reasons. The proportions were similar in the
three other questions. At the same time, by its very nature, when we speak about dual
identity we are not being particularly precise: a person has one identity which is var-
ied, complex and sustained from as yet not fully defined sources.

In the 2001 Population Census around 442 000 respondents declared an affiliation
to one of the 13 minorities specified in the Act LXXVII of 1993 on the Rights of Na-
tional and Ethnic Minorities (Minorities Act) in at least one of the four questions re-
garding identity. Around a half of those declaring a minority affiliation were Roma,
one quarter German, and the remaining quarter one of the other 11 specified minorities.

Some of these individuals with minority affiliation are exclusively Hungarian
citizens, others do not have Hungarian citizenship, but quite a considerable number
hold dual citizenship. One common characteristic is that they have an established
abode in Hungary.

HUNGARIAN STATISTICAL REVIEW, SPECIAL NUMBER 13
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Our examination focused on people coming to Hungary from abroad with the in-
tention of establishing themselves here but who at the same time considered it impor-
tant to indicate their minority affiliation in the census. We compared their character-
istics with, on the one hand, national data and, on the other hand, the averages of the
total number of the given minority.

2. Individuals with minority affiliation born abroad

Hungary’s population has been in continual decline since the early 1980s. Earlier
censuses (with the exception of the 1949 Census) showed continuous growth in the
population, although the rate of growth began to taper off in the 1970s. The country
registered its peak population in 1981.

There are two reasons for the fact that Hungary’s population has fallen by
more than 500 000 since 1980. One is the (negative) level of natural reproduction.
While the number of live births in Hungary between 1980 and 2001 was around
2.5 million, the number of deaths was more than 3 million. The annual average
number of births between 1990 and 1992 was 125 000 and between 1993 and
1995 115 000, yet this figure did not even reach 100 000 in the second half of the
decade. Due to the low level of reproduction and high mortality rate, Hungary
now ranks among the countries with the least favourable demographic outlooks in
Europe.

The other factor is the migration difference. Between 1980 and 1989 around
200 000 more individuals left the country than were registered as settling here. After
the change of the political system, this proportion swung the other way: nearly
200 000 more people arrived in Hungary than left to start a new life abroad. If over
the past decade the migration differential had continued the trend established be-
tween 1980 and 1989, today the population of the country would not be half a mil-
lion fewer but close on a million fewer than in 1980. 18 percent of the positive mi-
gration balance of nearly 200 000 is made up of the 35 104 individuals with minority
affiliation not born in Hungary.

The proportion of this group within the individual minority communities living in
Hungary is extremely variable. In this respect Ruthenians born abroad are already in
a majority: of the over 2 000 Ruthenians registered in the census 55 percent were not
born within the borders of Hungary. Furthermore, the relevant proportion of Ukraini-
ans and Romanians is just a fraction under 50 percent, while the 932 Roma registered
in the census as being of foreign birth represent less than half of one percent of those
declaring Roma affiliation.

HUNGARIAN STATISTICAL REVIEW, SPECIAL NUMBER 13
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Fewer than 10 percent of Slovaks, Slovenes and Croatians were born outside
Hungary, and the proportion is similar for Germans (although we need to be cautious
about the latter). It is true that the 9 756 Germans born abroad represent just 8.11
percent of the German minority living in Hungary, but in proportional terms they
constitute more than one quarter of all persons with minority affiliation born in a for-
eign country, and in straight numerical terms there are 2 500 more Germans born
abroad than the next most populous group, Romanians. (See Table 2.)

Table 2

The number and proportion of minority persons born abroad, 2001

Proportion of minority PTOPQmOH of certain
persons born abroad to agll:;;:g ggstg?; 2?;11_
Minority Total Minority person born | the total r}umber of the ber of minority persons
abroad minority born abroad
Percent

Bulgarian 2316 977 42.18 2.78
Roma 205 720 932 0.45 2.65
Greek 6619 1290 19.49 3.67
Croatian 25730 2 050 7.97 5.84
Polish 5144 2162 42.03 6.16
German 120 344 9756 8.11 27.79
Armenian 1165 366 31.42 1.04
Romanian 14 781 7 286 49.29 20.76
Ruthenian 2079 1142 54.93 3.25
Serbian 7 350 2 808 38.20 8.00
Slovak 39 266 2360 6.01 6.72
Slovene 4832 307 6.35 0.87
Ukrainian 7 393 3668 49.61 10.45
Total 442739 35104 7.93 100.00

Individuals declaring German (9 756 persons: 28 percent) and Romanian (7 286
persons: 21 percent) affiliation represent more than 48 percent of the national-ethnic
groups and born abroad.

Individuals born outside Hungary originate from a total of 99 countries. More
than 100 persons of foreign birth with minority affiliation arrived from 16 countries,
respectively. They represent 97 percent of those born abroad. Most came from Ro-
mania (9 675) followed by those born in Germany (5 520). (See Table 3.)
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Table 3
The minority persons born abroad by the country of origin, 2001
Minority
County Elg| g 8| g 2|28 2|=]¢8| s
21 2| 8| E| 2| & E| £l 5] 2| 2| E| &
2 S S E|E| 2% 2| &z

Romania 11 552 62 54 22| 1274 109 7134 69 51 214 31 92| 9675
Germany 3 25 13 24 33| 5342 6 6 8 18 16 12 14| 5520
Federal Republic of Yugoslavia 10 105 18 894 9 780 2 21 20( 2492 57 37 21| 4466
Ukraine 7 48 13 11 41 130 10 33| 412 9 93 8| 3131| 3946
Slovakia 6 103 19 21 20 417 18 19 5| 1801 60 35| 2528
Poland 4 3 8 7( 1973 83 1 2 2 9 12 6 2110
Croatia 2 10 2 847 3 164 2 2 122 8 10 3 1175
Greece 4 3 985 2 1 6 4 1 5 1 2 1014
Russia 8 6 10 4 23 76 31 17 517 7 11 11 276 997
Bulgaria 897 3 9 3 1 13 2 1 3 3 3 1 2 941
Austria 8 5 37 3 838 1 9 12 3 4 6 926
Switzerland 1 222 1 1 225
Czech Republic 1 8 4 1 5 68 2 1 3 2 100 8 4 207
Bosnia Herzegovina 2 1 104 13 46 2 3 171
Armenia 1 141 2 1 1 146
Slovenia 1 3 9 1 12 1 8 2 89 126
Us 9 7 13 2 34 3 4 1 5 7 7 4 96
Cyprus 86 1 87
France 4 2 1 3 38 1 1 12 1 1 64
Kazakhstan 2 1 2 1 28 1 22 57
Belorussia 1 3 5 1 23 1 8 42
Turkey 9 1 7 12 7 1 1 1 39
Great Britain 6 2 20 1 1 1 5 1 1 38
Italy 2 2 3 4 18 1 1 2 1 34
Netherland 3 3 25 31
Belgium 2 1 1 19 3 26
Moldova 1 14 3 8 26
Sweden 5 1 11 2 1 20
Georgia 1 7 6 5 19
Australia 6 9 1 16
Canada 3 3 1 7 1 1 16
Macedonia 1 4 1 2 1 6 1 16
Uzbekistan 1 1 5 2 7 16
Albania 2 9 1 2 14
Syria 1 4 4 1 1 2 13
Azerbaijan 2 1 12
Egypt 3 1 5 2 1 12
Denmark 2 7 2 11
India 3 6 1 1 11
Kirgizstan 2 8 1 11
Israel 2 2 3 1 1 1 10
Other 58 countries 7 12 11 4 9 89 13 10 9 5 8 6 11 194
Total 977|932 1290 2050| 2162 9756 366| 7286( 1142 2808| 2360| 307| 3668|35104
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Close on three-quarters of individuals declaring a minority affiliation and born
abroad arrived from countries in which the language of their nationality is in official
use, and where the entire spiritual and cultural system of institutions was at their dis-
posal in their own tongue. 98 percent of persons with Romanian affiliation, born abroad
came from Romania, 91 and 92 percent of Bulgarians and Poles came from Bulgaria
and Poland, respectively. 89 percent of Serbs and 85 percent of Ukrainians came from
Federal Republic of Yugoslavia and the Ukraine, in the order given. However, just 29
percent of Slovenes born abroad actually left Slovenia to start a new life in Hungary.

Nearly two-thirds of individuals with German affiliation, born abroad were born
in Germany, Austria or Switzerland. In their case, two other countries also had a sig-
nificant proportion: Romania (1 274) and Yugoslavia (780). (See Table 3.)

The 2001 Population Census shows that over 2 000 persons with minority affilia-
tion born abroad came to Hungary from Romania, Germany, the Federal Republic of
Yugoslavia, the Ukraine, Slovakia and Poland, respectively. We shall now examine
these characteristics in more detail.

27 percent of persons with minority affiliation born abroad (9 675) came from
Romania. The census indicates that nearly three-quarters describe themselves as hav-
ing Romanian affiliation, and 13 percent German affiliation. The 552 individuals
with Roma affiliation born in Romania represent 60 percent of Roma who live in
Hungary but were born abroad.

Among those with minority affiliation, born in Germany are just a few who — in
the population census — did not declare German affiliation. The 5 520 individuals
born in Germany constitute 15.72 percent of minorities born abroad. Among them
5 342 (97%) declared German affiliation in all the census questions. These individu-
als represent 4.44 percent of the German minority living in Hungary.

2.1. Gender segmentation

At no time in the past century has there been such an imbalance in the proportion
of men and women in Hungary as was revealed in the 2001 Census. For every 100
men there were more than 110 women.

At the turn of the 19™ and 20™ centuries, the ratio of men to women was roughly in
balance. From then on the proportion of women in the population has gradually
climbed. In the 1949 Population Census taken after the Second World War this ratio
stood at 100:108 (naturally as a consequence of the fighting). The imbalance gradually
smoothed out in the 1960s and 1970s before deteriorating once again from the 1980s.

The greater ratio of women to men in the population is fundamentally related to
an increase in life expectancy: the average for women in Hungary has risen to a
greater extent than that of men.

HUNGARIAN STATISTICAL REVIEW, SPECIAL NUMBER 13
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Looking at individuals with minority affiliation, born abroad, it is evident that
this disproportion is even greater: of the 35 000 individuals polled 20 000 were
women, that is to say, to every 100 men there were 133 women. At the same time
there were significant differences within the minorities themselves. While the pro-
portion of women in the Ruthenian and Polish minorities is well over double that of
men, among the Serbian community there are not even 80 women to every 100 men.
In the latter case, it is clear that the war has played a part in this development since
many men left Serbia in order to avoid military service. However, men are also in the
majority among Armenians, Croatians, Greeks and Bulgarians born abroad, and the
proportion among Romanians is more favourable than the national average too. (See
Table 4.)

Table 4

The minority persons born abroad by gender, 2001

Minority Man Woman Total Nur?:eiggfnvlve(;men
Bulgarian 491 486 977 98.98
Roma 430 502 932 116.74
Greek 651 639 1290 98.16
Croatian 1039 1011 2050 97.31
Polish 662 1500 2162 226.59
German 4056 5700 9756 140.53
Armenian 189 177 366 93.65
Romanian 3554 3732 7286 105.01
Ruthenian 339 803 1142 236.87
Serbian 1562 1246 2808 79.77
Slovak 778 1582 2 360 203.34
Slovene 117 190 307 162.39
Ukrainian 1217 2451 3668 201.40

Total 15085 20019 35104 132.71

2.2. Age structure

Over the past century, the average age of the population in Hungary has increased
by 12 years. In 1900 the average age was not quite 27 years, and the 2001 Census in-
dicated it had increased to over 39. The average lifespan of both women and men has
risen, although the rate of increase is somewhat faster for women. In 1870 men en-

HUNGARIAN STATISTICAL REVIEW, SPECIAL NUMBER 13



14 AGNES TOTH — JANOS VEKAS

joyed longer lifespan, by the turn of the century there was a balance between men
and women, and today women live on average four years longer than men.

This positive trend is, however, offset by the population’s unfavourable age com-
position: due to a continual decline in the number of births, every age group under 39
years shows a continuing downward tendency.

The age composition of Hungary’s minorities is even worse than the national av-
erage. The proportion of children among every minority group (with the exception of
Roma) is lower than that of the total population: barely half the national average.

At the same time the proportion of the elderly among the largest minorities —
again excluding the Roma — is higher. One-fifth of the population of Hungary is
aged 60 or over, while more than one-third of the Slovak minority falls into this
category.

It is apparent that age compositions are more favourable among those minorities
with higher proportions of individuals born outside the country. This is natural be-
cause generally speaking only the most physically active individuals of working age
are prepared to take on the challenges that come with a move to a new country and a
new life. The age composition of groups by citizenship status of the census popula-
tion living in Hungary shows it very clearly.

As already mentioned, more than 110 000 individuals whose citizenship is not
Hungarian, or not solely Hungarian, have an established abode in Hungary.

Among individuals with Hungarian and another citizenship (persons with dual or
multiple citizenship), there are considerably more children and somewhat fewer eld-
erly than the national average. In the group of individuals with foreign citizenship,
the proportion of children is fewer than and that of the elderly is just half the national
average. In their instance the percentage of those aged between 15-39 years, that is
the most productive age group, exceeds 55 percent.

So, the age composition of immigrants tends to rejuvenate the average age of the
total population of Hungary, although this does not solely concern individuals with
minority affiliation. Their characteristics are better than the averages of certain mi-
norities living in Hungary, but minority averages are considerably worse than the av-
erage Hungarian value.

On the one hand, looking at the average for all individuals with minority affilia-
tion born abroad, the proportion of children is only one-third of the very poor na-
tional average. On the other hand, the proportion of the elderly is one percent higher
than the national average. The real bonus can be seen in the relatively high propor-
tion of young adults, over 50 percent in the case of Romanians, Serbians and
Ukrainians. Furthermore, it is apparent that the proportion of the 15-59-year-olds,
that is, individuals of working age, is only considerably lower than the national aver-
age among the Greeks, and 18-21 percent higher among Romanians, Poles and
Ukrainians. (See Table 5.)
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Table 5
The number of minority persons born abroad by age group, 2001
Age group (years)
Minority Total
0-14 15-39 40-59 60-X

Bulgarian 31 270 366 310 977
Roma 117 454 237 124 932
Greek 24 345 272 649 1290
Croatian 131 781 548 590 2050
Polish 60 599 1214 289 2162
German 609 2 808 3578 2761 9756
Armenian 31 147 100 88 366
Romanian 364 4380 1764 778 7286
Ruthenian 58 448 386 250 1142
Serbian 211 1 466 677 454 2 808
Slovak 72 801 762 725 2 360
Slovene 9 106 85 107 307
Ukrainian 223 1862 1125 458 3668

Total 1940 14 467 11114 7583 35104

If we compare the age compositions of individuals declaring minority affiliation
born abroad with the proportion of all minorities, then we can state that the age charac-
teristics of the minorities are most likely to be improved by immigrant minorities in
that they represent a higher proportion of individuals of working age. (See Table 6.)

Table 6

The proportion of the age groups of all minority persons and minority persons born abroad, 2001

(percent)
Age group (years)
Denomination

0-14 15-39 40-59 60-X 15-59
National 16.62 35.05 27.92 20.41 62.97
Averages Minority total 20.70 36.86 25.42 17.02 62.28
Born abroad 5.53 41.21 31.66 21.60 72.87
. Born abroad 3.17 27.64 37.46 31.73 65.10

Bulgarian
Total 9.33 34.07 34.93 21.68 69.00
Born abroad 12.55 48.71 25.43 13.30 74.14

Roma

Total 34.52 43.43 17.35 4.70 60.78

Continued on the next page.
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Continuation.

Age group (years)
Denomination
0-14 15-39 40-59 60-X 15-59
Born abroad 1.86 26.74 21.09 50.31 47.83
Greek
Total 7.55 46.03 30.02 16.39 76.05
. Born abroad 6.39 38.10 26.73 28.78 64.83
Croatian
Total 9.16 29.18 33.30 28.36 62.48
. Born abroad 2.78 27.71 56.15 13.37 83.86
Polish
Total 9.49 32.81 43.45 14.25 76.26
Born abroad 6.24 28.78 36.67 28.30 65.46
German
Total 8.54 29.95 32.85 28.66 62.80
. Born abroad 8.47 40.16 27.32 24.04 67.49
Armenian
Total 8.33 39.06 32.70 1991 71.76
. Born abroad 5.00 60.12 24.21 10.68 84.33
Romanian
Total 8.03 43.54 27.85 20.57 71.40
. Born abroad 5.08 39.23 33.80 21.89 73.03
Ruthenian
Total 8.32 37.71 34.44 19.53 72.15
. Born abroad 7.51 52.21 24.11 16.17 76.32
Serbian
Total 8.65 39.86 29.37 22.11 69.24
Born abroad 3.05 33.94 32.29 30.72 66.23
Slovak
Total 9.13 24.49 31.68 34.70 56.17
Born abroad 2.93 34.53 27.69 34.85 62.21
Slovene
Total 8.07 28.48 34.11 29.35 62.58
Born abroad 6.08 50.76 30.67 12.49 81.43
Ukrainian Total 10.13 42.80 30.70 1637 73.50
2.3. Fertility

Fertility is constantly declining in Hungary. In 1970 there were 178 live births to
every 100 women aged 15 or over, while this figure was only 153 in the 2001 Cen-
sus. Since 1970 the number and proportion of women aged 15 or over bearing four or
more children have been in continual decline, and the proportion of those bearing
two children is ever greater.

Women with minority affiliation aged 15 or over have on average 1.93 live births,
considerably above the average for the entire country (1.53). However, the fertility of
the majority of minority communities is lower than the national average. Women
with Roma affiliation (constituting around a half of all minorities in Hungary) are an
exception: 262 live births to every 100 Roma women aged 15 or over; moreover,
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only in their case does this proportion exceed the level necessary to guarantee the
simple reproduction of the population of Hungary. Fertility indicators for the Slo-
vaks, Slovenes and Croatians are also above the national average. There are 187 live
births to every 100 Slovene women aged 15 or over, 170 to every 100 Slovak women
and 163 for Croatian women.

The ratio of Slovene women bearing three children (15.28) as well as four or
more children (9.43) far exceeds the national average. In the case of Slovaks, a fertil-
ity indicator higher than the national average is largely due to the higher ratio of
women bearing three children (13.21). Croatian fertility indicators show slight
above-average ratios for women bearing two (40.73) and three children (11.78).

The fertility of women with minority affiliation born abroad — as opposed to the
average of all women with minority affiliation — lags behind that of the national av-
erage. The primary explanation for this is the extremely low proportion of immi-
grants with Roma affiliation: in the 2001 Population Census, of those born abroad a
total of 932 individuals declared Roma affiliation (see Table 5), and among them the
number of women aged 15 or over was 443. At the time the census was held nearly a
quarter of these women were childless.

However, the fertility of women with Roma affiliation who had given birth was
significantly above the national average even for those women born abroad (see Ta-
ble 7), although it should be noted that it was somewhat lower than the fertility rate
for Roma women born in Hungary.

Table 7
The number of live births to hundred minority women
and to hundred minority women born abroad and aged 15 and over, 2001
Minority Number of live births N}me_er of live births to 100 Difference
to 100 women minority women born abroad
Bulgarian 131.34 139.66 8.31
Roma 262.39 230.47 -31.92
Greek 107.79 148.89 41.10
Croatian 163.79 149.89 -13.89
Polish 137.28 158.25 20.97
German 149.85 155.95 6.10
Armenian 125.81 137.20 11.38
Romanian 151.56 127.45 —24.12
Ruthenian 151.37 146.04 -5.32
Serbian 124.98 114.52 -10.45
Slovak 170.55 161.71 -8.83
Slovene 187.89 148.65 -39.24
Ukrainian 135.52 126.77 -8.75
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To sum up, Greek and Polish female immigrants increase their respective minor-
ity fertility rates to the greatest extent, but Armenian, Bulgarian and German women
also positively influence fertility amongst their respective minority communities. At
the same time, the fertility of other minorities — Ruthenians, Romanians, Serbians,
Armenians and Ukrainians — with a high proportion of individuals born abroad, and
the age composition of which lowers the average age of the minority, is, as we have
seen, not only below the national average but in fact below the fertility indicator for
the given minority itself.

2.4. Marital status

Over virtually the entire century there has been a continual increase in the propor-
tion of widows and divorcées among women aged 15 or over living in Hungary.
From the 1980s the number of unmarried women has also grown year on year, and
the rate of decline in the proportion of marriages has gradually increased.

This adverse trend is even more conspicuous among men: nearly a third of men
aged 15 or over is single, and the proportion of marriages has been plummeting ever
since the 1980s.

The proportion of married women in most minority communities is — by given
age group — greater than that of the average of the entire population. The instances
where it is lower are among the Armenian, Bulgarian, Greek, Roma, Serb and Slovak
minorities where the differences are offset by the higher-than-average proportion of
unmarried women and divorcées.

This trend is all the more conspicuous among individuals born abroad. Taken
against a national average of 49.38 percent, almost 70 percent of women with Polish
affiliation born abroad and aged 15 or over are married, and the figure is over 60
percent for Ruthenian women. (See Table 8.)

Thus, it is possible to conclude that a far greater proportion of women aged 15 or
over born abroad are married than is found in both the population as a whole and the
totality of individuals with minority affiliation living in Hungary. Their proportion of
spinsters is 3.5 percent lower than that of the population as a whole and nearly 8 per-
cent lower than the totality of individuals with minority affiliation.

The far higher proportion of marriages is not reflected in the fertility indicators of
women born abroad, and indeed in some minority communities these indicators fall
below the national average. We should not forget, however, that the vast majority of
individuals with minority affiliation born abroad had only settled in Hungary in the
months/years prior to the census, and as such they were still adjusting to their new
life. For instance, more than 20 percent of Romanian affiliated individuals born
abroad had no registered abode in Hungary one year prior to the 2001 Census Day.
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Table 8

The number of minority women born abroad and aged 15 or over by marital status, 2001

Marital status
Minority Total
Spinster Married woman Widow Divorcee

Bulgarian 61 246 99 63 469
Roma 124 216 65 38 443
Greek 127 286 153 64 630
Croatian 192 461 244 47 944
Polish 147 1013 128 185 1473
German 809 3058 977 541 5385
Armenian 34 82 31 17 164
Romanian 828 2 044 312 361 3545
Ruthenian 93 466 104 108 771
Serbian 366 547 145 85 1143
Slovak 239 817 347 138 1541
Slovene 32 92 49 12 185
Ukrainian 465 1362 236 279 2342
Total 3517 10 690 2890 1938 19 035

2.5. Social and economic situation

When examining the living conditions of individuals with minority affiliation, only
in the case of the Roma minority we can speak of a disadvantaged state, although here
we are speaking of a multiple disadvantaged position. However, the proportion of the
Roma born abroad is minimal, amounting to less than half of one percent.

In this section of our analysis we also included minorities not specified in the Mi-
norities Act, thus Chinese, Africans, Arabs, Jews and those speaking Hebrew as their
native language, in order to illustrate their remarkable performance from the point of
view of social-economic situation and productivity.

With regard to economic activity, the highest rates of employment were recorded
among native speakers of Chinese, Arabic and Polish, while the proportion of unem-
ployment — excluding the Roma community — was not far off the approximately
four-percent national average. However, among Germans the rate of unemployment
was just 1.77 percent, and a mere 8 of the 2 414 Chinese registered in the 2001 Cen-
sus were jobless (0.33%).

Africans, Arabs and Hebrew-speakers had the highest proportions of groups with
a tertiary education qualification, while with regard to holding a minimum secondary
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school certificate, those speaking Hebrew and Polish as their native languages came
out top. Among minorities with a generally older age composition, the proportion of
those having completed secondary school was somewhat under the 50-percent aver-
age, but — again not taking into account the Roma minority — the lowest proportion
was 41 percent (Slovenes).

Turning to work activity, the highest proportion of managers was found among
those with Hebrew or an African or Arabic language as their native tongue, although
the Armenians, Ruthenians, Bulgarians and Serbians were not far behind in this re-
spect. Greeks and Poles were over-represented in other intellectual activities, while
the Chinese were unrivalled in the service sector. In this respect too the proportions
of the Roma are truly problematic, and the characteristics of Slovenes and Romani-
ans also give cause for concern.

2.6. Regional distribution

Minorities settled in Hungary live in a relatively scattered pattern right across the
country. Their combined total exceeds 10 percent of the total population in only one
county, Baranya. At the same time, there are individuals with minority affiliation liv-
ing in every county in the country, but in not one county does the distribution of the
total number of minorities concentrated into one area exceed 10 percent, with the ex-
ception of the capital where they make up 12 percent of the population. However, as
we shall see, this is mainly the result of those born abroad.

Turning to minorities born in Hungary, in totality their proportion only exceeds
10 percent in two counties and Budapest: 12 percent of all minorities live in Borsod-
Abatj-Zemplén County, 10 percent in Budapest, and 10 percent in Pest County.

41 percent of individuals with minority affiliation born abroad live in Central
Hungary (Budapest and Pest County). The others are spread thinly across the coun-
try, barely attaining 4—6 percent in the other counties.

At the same time, there are counties in which minorities born abroad represent a
significant proportion of the given minority. As we have already seen, on a national
level Ruthenians born abroad represent a majority of their community, and the Ro-
manians are not far behind this. Moreover, there are only two counties in which the
number of Ruthenians born in Hungary outweighs those born abroad.

The situation is similar with the Romanians. Only in two counties on the border
with Romania, Békés and Hajdu-Bihar, do the Romanians born in Hungary exceed
the number of Romanians born abroad. There are other regions and counties in Hun-
gary where the minorities born abroad form a majority among the given minority.
This is the case with those with Bulgarian affiliation in Csongrad and Heves coun-
ties, and Armenians in Békés and Szabolcs-Szatmar counties. Croatians and Serbians
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born abroad are also not averse to settling elsewhere in the country other than in the
counties of the southern border. The relatively large number of Serbians settled in
Gyor-Moson-Sopron, Somogy, Hajdi-Bihar, Vas and Szabolcs-Szatmar counties
were probably drawn there by the promise of new jobs, and the same is true of Croa-
tians born abroad who form a majority within the Croatian affiliated communities in
Békés and Hajdu-Bihar counties. Ukrainians born abroad are also willing to settle in
counties other than in the east of the country: they form the majority in communities
with Ukrainian affiliation in Budapest, Fejér, Heves and Veszprém counties. Besides
Nograd, Poles born abroad represent majorities in their communities in counties rep-
resenting the two “ends” of the country, Szabolcs-Szatmar-Bereg and Vas.

2.7. Characteristics of identity

As the poet Dezsé Kosztoldanyi once wrote, the secret chambers which were once
to be found in medieval fortresses no longer exist, but secret places still lie buried in
our souls. In fact, a significant proportion of elements related to an individual’s self-
identity lie hidden in these “secret chambers” of the soul. Personality development
may be fundamentally shaped by a childhood memory, something one has read, or
indeed by tragedy experienced within the family or in the fate of one’s nation. And
while national-ethnic consciousness in all its shades and variations is just one of
countless personality traits which, given the appropriate social and historical envi-
ronment, can be adapted more or less successfully to the other personality traits, in
crisis situations this identity may actually act as a springboard for collective action.

Four hundred in-depth interviews, let alone four questions in the population cen-
sus, would still not be sufficient to provide accurate orientation in the complexity
that is personality. Of course, this is not the role of the census.

Data gathered by the census does not provide us with answers to what an individ-
ual is like but rather how they describe themselves, what they consider important and
what they are prepared to reveal to public scrutiny about their identity. However, if
we are to interpret national-ethnic affiliation as a constitutional category (and this is
the only possible route towards reconciliation of national-ethnic questions) then it is
essential to know an individual’s standpoint and manifestation of will. No one is
able, and in the final analysis no one has the right, to categorize others according to
national affiliation, native language or religion.

In this respect the 2001 Population Census provides a far more detailed picture of
the national-ethnic identity of the population.

Of course, such data should be interpreted bearing in mind the conditions under
which they were collected: it is obvious that results will differ if the legal conse-
quences of declaration are different.
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Over and above this, one can assume that a sizeable proportion of those ques-
tioned, and in all likelihood a good number of those asking the questions, did not in-
terpret certain categories uniformly. For instance, we cannot know precisely what
any one individual understands by the term “nation”, nor can we know where he/she
draws the line between national belonging and cultural affiliation. We will come
back to these questions later.

However, of one thing we can be certain: those who registered minority affiliation in
the census make up the core group of individuals for whom national-ethnic identity is an
important category, which they consider worth recording and are willing to declare.

The census questionnaire allowed 15 possible answers to the four questions on
identity. Questions could be supplemented with other components such as command
of languages or religion, a factor of critical importance among certain minorities. Re-
sponses to these questions provide us with a more detailed picture of the methods
and levels of expression of the identity of the individual.

However, within the bounds of the four census questions related to identity we
are able to differentiate the following elements of the identity of the given national-
ethnic community:

1. Compactness of identity declaration — the proportion of those declaring them-
selves as belonging to a given minority in all questions related to national-ethnic
identity varied enormously from minority to minority. These individuals represent
the core of the given identity community, and around them are others who describe
themselves as belonging to the given minority from selective aspects.

2. The dominant identity category — two of the four questions on identity allowed
some level of objective valorisation. The language a person first learnt, namely
his/her native language, is a matter of fact. It is also possible to be objective about
which language is spoken in the family. The other two questions, however, demand
completely subjective responses: the individual has to decide which nationality
he/she “feels himself/herself” belonging to, and which nationality cultural values and
traditions he/she “feels an affiliation for”.

In every one of the minority groups in Hungary there were more who fell into the
range of individuals with minority affiliation based on a subjective response (namely
on the strength of their nationality or cultural affiliation) than those who were included
in this category from an aspect classifiable as objective, such as native language or the
language spoken within the family and with friends. Broadly speaking, one can inter-
pret this situation as coming about because the minorities were subject to intense as-
similation in the past decades or centuries, while a declaration of their current minority
affiliation is a sign of a reawakening awareness of national-ethnic identity.

However, the dominance of individual identity categories signalling the “affilia-
tion compass” differs according to minorities. This allows us to draw conclusions
about individual minority groups and their possible future.
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3. Affiliation compass — as already mentioned, even three responses could be
given to each question concerning identity. However, the number of persons giving
three responses was statistically insignificant, while among those giving two re-
sponses, the overwhelming majority gave Hungarian as one of their responses. The
proportion of these individuals within the minority differed considerably depending
on the minority in question.

4. No response — more than 628 000 refused to give a response to the census
question on cultural affiliation. 541 000 did not wish to respond to the question on
native language. The insecurity surrounding minority identity is evident in the pro-
portion of those who declared certain of the minority languages as their native lan-
guage and refused to answer the other three questions on identity.

Our particular interest in this study was to examine how the formerly mentioned
identity characteristics of individuals with minority affiliation born in Hungary and
those born abroad differ.

As has already been mentioned, using data collected during the population cen-
sus, we selected the identity-related responses of those who described having affilia-
tion to one of the specified minorities in at least one of their responses to the four
identity-related questions. It should be noted, however, that this affiliation differed
both in intensity and character from minority to minority.

The most characteristic indicator was the proportion of those declaring an at-
tachment to a given minority in responses to all four identity-related questions. In
completing all four questions, these individuals most deliberately declared their link-
age to a given minority. Their proportion was highest amongst Ukrainians (42%),
Slovenes (40%) and Croatians (over one-third).

At the other end of the scale, the proportion of Slovaks and Armenians giving this
response combination did not even top 15 percent. In both cases this was due to the
low ratio of those declaring the respective language as their native language. While
around 25 percent of Armenians declared Armenian as their native language, about
the same as those using Armenian when with family and friends, far more individu-
als with Slovak minority affiliation (nearly 16 percent more) said they used the Slo-
vak language among family and friends than declared it as their native language.

The proportion of Germans giving four responses to identity-related questions
was similarly low: barely more than 15 percent. Here, too, native language (28%)
was to “blame” for the low proportion.

The situation of Roma is very specific also in this respect: although only 18 per-
cent completed all four identity categories, more than 92 percent of individuals with
Roma affiliation declared their Roma nationality in the census, the highest proportion
of all the specified minorities.

Let us now look at the “compactness” by identity characteristics of individuals
born abroad. It was immediately apparent that in the case of most specified minori-
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ties, the proportion of individuals born abroad who described themselves as having
affiliation to their minority in all four identity categories was far higher. The highest
proportion was seen among Greeks (over 61 percent), while amongst Poles it ex-
ceeded 50 percent and for Bulgarians the figure was close on 50 percent.

Comparison of the two data shows that the difference is most conspicuous for
Greeks: 39 percent. The Germans came next, with a difference of over 26 percent.
These two minorities are finding that their fellows arriving from abroad to settle in
Hungary represent considerable “identity reinforcement” potential. It is interesting
to observe that in the case of the so-called “compact”, more reclusive ethnic commu-
nities such as the Croatians and primarily Slovenes, a smaller proportion of those
born abroad declared an attachment to the given minority in all categories, their na-
tive language proportion was lower, and they were primarily analysed through their
use of language when with family and friends.

One can quickly establish that the proportion of response combinations was
higher among those with minority affiliation born abroad who signalled one clear,
unequivocal identity. For instance, the proportion declaring a native language was
higher than among individuals born in Hungary (with the exception of Romanians
and Slovenes). The preservation and use of the native language is one of the firmest
foundations for national-ethnic identification of the individual.

For a more detailed examination of the question of multiple affiliation, we took
the example of those with Romanian affiliation.

If we compare the number of response combinations regarding Romanian and
Hungarian affiliation, only 26 percent of those questioned and born abroad declared
Romanian affiliation in all four questions on national-ethnic identity, while 46.6 per-
cent declared they belonged to the Hungarian people on the basis of nationality and
cultural affiliation, native language and the language spoken within the family.

How can we rank these 7 286 individuals for Romanian and Hungarian affiliation
according to level of affiliation given in census responses? On what basis would it be
possible to determine that one is “more Romanian”, the other is “more Hungarian?

A comparison of amalgamated response combinations by identity category shows
that overall the group with Romanian affiliation born abroad is more strongly affili-
ated to the Hungarian people than to the Romanians: just 29.15 percent of individuals
with Romanian as their native language gave Hungarian as their native language too,
while over a half of those describing themselves as having Romanian nationality sig-
nalled their Hungarian nationality at the same time.

Using a similar method to compare the data of Ukrainians, we see that the picture
here is unambiguous: almost 90 percent gave only one native language, Ukrainian,
and nearly three-quarters declared themselves to be of Ukrainian nationality only.
Two-thirds of their number designated Ukrainian as the only language spoken within
the family.
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In contrast, not quite 10 percent of Slovaks said that they only speak Slovakian
with friends and in the family; fewer than 32 percent were not prepared to state that
they felt themselves to be exclusively Slovak nationality. (See Table 9.)

Table 9

The proportion of persons giving only one response to each identity category

within the minority communities, 2001

(percent)
Identity category
Minority Nati . . . Language spoken
ationality Cultural affiliation Native language in family
Bulgarian 56.63 39.87 82.53 24.06
Roma 70.21 66.18 62.51 43.51
Greek 54.60 40.41 72.72 29.58
Croatian 61.85 50.82 85.65 24.54
Polish 53.71 35.65 79.69 16.85
German 52.73 42.23 73.82 14.21
Armenian 52.58 40.07 80.61 48.67
Romanian 60.09 45.97 83.11 19.98
Ruthenian 60.56 46.67 81.58 29.96
Serbian 69.10 48.59 82.08 27.83
Slovak 31.78 27.70 52.70 9.76
Slovene 57.92 53.11 84.65 41.15
Ukrainian 74.14 70.47 89.25 65.63

One of the most exciting questions concerning national-ethnic identity is the way
in which (and to what level) it would be expressed if behind it there were no bla-
tant/subtle national-state or state-national homogenisation pressure.

So when we see that a relatively high proportion of minorities living in Hungary
also indicated an affiliation to the Hungarian people, inevitably we must ask our-
selves to what level they would consider it important to signal their Hungarian asso-
ciations if, for instance, they lived in their mother country and were asked to make a
declaration about their national-ethnic affiliation there.

We have no way of even conditionally answering this question. However, we can
examine what sort (and level) of minority affiliation individuals with an established
abode in Hungary but originating from abroad brought with themselves.

Of the four census questions on identity, the one on national affiliation is the
“most ideological”. When answering this, most will have had some thoughts of pa-
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triotism and loyalty in the back of the mind. By examining how individuals with mi-
nority affiliation born abroad answered the question on nationality, we see that the
Poles, Greeks and Bulgarians were most inclined to answer the national affiliation
question with a single response, that is, they only registered their own minority. (See
Table 10.)

Table 10

The distribution of responses of minority persons born abroad to the question of nationality, 2001

(percent)
Response to the question of nationality
Minority
Only minority Hungarian and minority Only Hungarian No response
Bulgarian 55.07 24.36 14.94 1.84
Roma 40.99 12.02 30.69 2.68
Greek 55.50 23.10 13.26 0.85
Croatian 33.67 12.52 39.33 1.66
Polish 57.83 25.02 11.52 1.52
German 41.84 16.00 30.60 3.16
Armenian 53.28 15.30 20.49 3.28
Romanian 29.67 19.01 45.96 2.32
Ruthenian 42.56 12.61 28.55 3.15
Serbian 32.00 9.11 44.39 3.49
Slovak 25.13 17.46 50.30 1.65
Slovene 24.68 11.36 32.79 2.27
Ukrainian 46.42 15.68 29.57 231

By contrast, over 50 percent of individuals with Slovak affiliation gave only
Hungarian as their response to the question on nationality. This proportion was 44—
46 percent for the Serbs and Romanians.

So who are these people? Is there any legal title under which we can call them
“Hungarians living beyond the border”? Unquestionably, a considerable proportion
are of Hungarian origin, have moved to Hungary and live in mixed marriages, and
have been ranked in the census statistics as minority affiliated on the basis of the
language spoken within the family, or have felt it necessary to signal as cultural af-
filiation the relationship to the majority nation of the former homeland. The lesson
from this is that when moving from one country to another the individual brings
his/her identity across the border too; we will only be able to get some true bearing
on the intricacies of questions surrounding identity if we make it understood that this
is a highly complex process.
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Finally, let us mention a few words on the issue of response refusals. We have
seen that 5—6 percent of the population did not give any response to questions con-
cerning identity.

In Hungary there are 828 020 persons living in households in which at least one
member has minority affiliation. Roughly speaking, around a half of these indi-
viduals are — based on census responses — “pure Hungarian”, namely, they de-
scribed themselves as solely Hungarian in every question related to minority af-
filiation. In this group the proportion of those refusing to respond in the case of all
four questions was far lower than the national average. Among individuals with
minority affiliation born abroad, the proportion of those refusing to respond to the
question on nationality was even lower: with no minority it even reached 3.5 per-
cent. Personal contacts and the everyday experience of living in a mixed national-
ity community mean that people learn how to handle questions arising from diver-
sity of national-ethnic identity in a natural way so that they do not become taboos
and that their significance is neither greater nor lesser than it is required to guaran-
tee social harmony.

3. Conclusions

When examining migratory processes, and particularly when speaking of the mi-
gration of Hungarians living beyond the border to Hungary, the point is often raised
that increasing numbers of these people are “quitting their land of birth” — thereby
“threatening the viability of the remaining Hungarian communities” — because of the
unfavourable living conditions they experience there. An investigation of their exis-
tential situation and living conditions undoubtedly requires a far more thorough,
methodological analysis; however, this was not a focal element of our paper. We
concentrated instead on the effect of migration on ethno-demographic processes, tak-
ing into consideration the evidence that Hungary will only be able to support Hun-
garians living beyond the border and encourage common intellectual and cultural
progress if the country steps on to a path of long-term, dynamic development. From
this point of view, the country itself is dependent on immigrants, whether Hungarian
or non-Hungarian.

Rapid economic growth is a fundamental condition of social-economic structural
transformation (and development that attends it) in the coming decades because this
is the only way to broaden the room for manoeuvre essential for structural change.
Some of the key resources for economic growth include “human capital”, labour
force and human creativity.
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It is worth highlighting three factors that have a bearing on this (from the aspect
of our research): population decline, disparities in regional development, and poten-
tial ethnic conflict.

The following means may be employed in order to counterbalance or minimize
the long-term processes of depopulation:

1. Policies aimed at boosting the birth rate may prove an incentive to have chil-
dren. This requires change in our economic, social and cultural models plus a sensi-
tive approach at several different levels; however, there will be no spectacular results
in the short-term.

2. Optimal utilization of domestic resources requires specific regional planning,
competing labour and capital and greater internal mobility; support for training and
retraining programmes.

3. The influx of external resources (encouraging both foreign investments and
immigration) requires a whole series of complex social measures.

In the course of our research we only dealt with those listed factors and aspects
that have demographic and primarily ethno-demographic relations.

Demographic processes have a fundamental impact on the structure of society,
the system of social institutions, cultural mentality and a society’s level of civiliza-
tion. The interrelation has a reactive effect, but this is far slower in asserting itself
and is at a much lower intensity.

Ethno-demographic processes may, at the same time, represent an additional
source of conflict. It is common knowledge that the social dynamic increases when —
with a rising birth rate — the proportional share of young jobseekers grows in society.
However, if this “critical mass” is made up of a national-ethnic group which can be
clearly differentiated from the majority, this may be the source of tension. And vice
versa: ageing can at the same time represent a root cause of social inertia.

The relationship between demographic trends and economic growth, although
somewhat indirect, is still apparent: population decline is just as much a restraining
factor on the economy as lack of capital. In this instance, as elsewhere, ethno-
demographic interrelations reveal themselves in a far more complex and subtle form:
the increasing pace of growth provides greater room for manoeuvre for social and
economic structural transformation and paves the way towards the levelling of social
disparities. However, the individual’s ability to occupy a new position in the vertical
social hierarchy is in large part determined by the professional (and the correspond-
ing regional, horizontal) mobility of the different national and ethnic groups. The
source of conflict here is when an individual has to sacrifice his identity for the sake
of mobility, or when group characteristics per se restrict an individual’s mobility.

The goal, therefore, is the establishment of a social system of institutions and re-
lations in which integration does not equate to assimilation. In other words, in a sys-
tem in which members of different national and ethnic groups can integrate them-
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selves in the processes of social and economic development, in which they can repre-
sent the resources of modernization and in the interests of which they can change
jobs or move home, and yet in which they are free to express their own and unique
national-ethnic identities.

A more in-depth study of the relationship between identity and migration would
be useful.

As a consequence of Hungary’s EU accession negotiations, the country’s periph-
eral location has also given it a mediatory role. On the one hand Hungary will con-
tinue to be a transit stop for migrants set on reaching the more developed countries of
Western Europe, and on the other hand, it will be increasingly viewed as a target
country. In the meantime, we have to take into account the fact that as the country
gradually develops, multilingualism and multiculturalism will become ever more ap-
parent in society. Whereas today the country is searching for the most appropriate
social-economic-legal solutions for inter-ethnic relations (bearing in mind its rela-
tively limited number of national minorities), this can be seen as a sort of “experi-
mental model” in preparing for future challenges. However, in the case of the Roma
ethnic minority, this challenge is already upon us.

Therefore, it is important to investigate which legal and institutional solutions
best meet the endeavours of the minorities for self-realization and self governance
when an ever smaller proportion of their number live in traditional, “closed” settle-
ments scattered over a wide area.

Looking at minority rights and taking basic human rights as our starting point, it is
also questionable how long the distinction between “domestic” and “foreign” minorities
can be sustained given the considerable levels of immigration into the country.

Finally, it is important to resolve how we can maintain a balance between rights
and responsibilities in the case of (state-endorsed, constitutional) entitlements de-
rived from declarations made by avowal (by subjective declaration).

To sum up: of individuals with minority affiliation coming to Hungary from
abroad with the aim of settling permanently in the country and tying their fate to that
of the nation, one might say, with heavy irony, that “we have more to gain than
lose”. Given the majority of them, their demographic characteristics are positive,
they are economically active, they are appropriately qualified, they speak foreign
languages and they can more easily adjust to the demands of modernization.

At the same time, they have stronger national-ethnic identity than individuals
with minority affiliation born in Hungary, and they have every intention of preserv-
ing it. Thus, if it is agreed that one of the prerequisites of development in Hungary is
immigration, the constitutional conditions have to be created permitting assertion of
immigrants’ national-ethnic identity and their realization has to be constantly moni-
tored. This represents a new challenge for Hungarian society, but coming up with the
right answers to challenges forms the basis of advancement at any stage in history.
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As Arnold J. Toynbee writes in respect of the development of civilizations, a histori-
cal challenge is akin to striking sparks out of a stone. One has to judge exactly the
right force to obtain the spark, but not so much that it smashes the stone.

It is to be hoped that an ever smaller fraction of Hungarian society views Hun-
garians coming from Transylvania, Hungarian and non-Hungarian nationalities arriv-
ing from Slovakia (now Slovak EU citizens), and indeed Germans returning to the
land of their ancestors from Germany, as threats.
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It is a global trend that new arrivals prefer to settle down in urban areas. This ar-
ticle verifies these regularities with regard to Hungary and its capital. As far as popu-
lation forecast is concerned, it is important to map the current tendencies and their
impact on the autochthon population structure. The present paper is based on inter
alia 2001 Census data and expresses the need for a local migration strategy.

1. Geographical location

Hungary, as a result of its geopolitical situation, plays an intermediary role in
world-wide migration. Since it is a destination mainly for the population of the Car-
pathian Basin, it can be mainly characterized by short-distance international move-
ments. Owing to the country’s 2007 accession to the Schengen area (to the territory
of free movement of individuals), the process of migration has a new system of con-
ditions (Van Geenhuizen—Ratti [2001]). However, it would be too early to sum up the
expected consequences and trends of this new state of affairs (Gellérné Lukdcs
[2008]).

As it was already mentioned, the neighbouring countries account for an out-
standing proportion of incoming migrants, which is associated with cross border lin-
guistic and cultural relations. Since the regime change, cross border mobility,
through its rejuvenating and other effects and by increasing human capital, has
played a major role in shaping the size and composition of the population of Hungary
(Hansen [1977]). We also experience that foreigners tend to choose to live near one
another, which can be interpreted as an advantage of human resources on the one
hand and as a disadvantage of spatial concentration on the other. As a result, the ef-
fects that are generated by international migration are brought to another territorial
level. This more detailed process traceable with soft indicators makes it possible to
reach other conclusions (Egedy et al. [2009]).

Incoming migrants show two regularities by what destination they choose from
the global options: /. an enhanced interest in metropolitan spaces, 2. settling down at
the border of a neighbouring country which is their country of origin. The first re-
flects that the urban space provides more employment opportunities and sometimes,
especially in the case of diasporas, there is a relational network created by earlier
migrants (Papademetriou [2006], Massey—Taylor [2004]). It is also true for Hungary
where Budapest and its agglomeration account for 60—70 percent of incoming mi-
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grants and the mass location of foreign residents shifted towards the capital city
(Rédei—Kincses [2008]). As for the second regularity, the rest of migrants (about 30—
40 percent) resettled near the border area of their sending country.

It was observed in many countries that cities with a multicultural background en-
joy a greater global economic and social independence. As a result of the decline of
industry and its transformation into service, management and decision-making activi-
ties, mostly highly qualified people (with international experience) are needed by cit-
ies considered as strategic sites to make decisions and to operate institutes. Conse-
quently, there is a decreasing resistance against marginal groups, and the cities,
through highly qualified people, have an opportunity to make a better international
image. Therefore, in order to develop a more desirable future, a key issue for them is
to facilitate the successful integration of migrants, and city governments need addi-
tional funding to handle any multicultural tensions deriving from possible misman-
agement. http://www.migrationinformation.org/Feature/display.cfm?ID=167

With an increase in the number of highly qualified people, new horizons open up
as a result of their relational capital. Nowadays, most cities of the world are dealing
with international migration as a most accessible “outsourcing”, in a way of neither
offensive nor restrictive, but rather keen to create a hosting social and economic en-
vironment. In most cases, one can talk about not a reactive but a so-called proactive
political practice with sometimes a recruiting nature. It is of no question at all, a
proactive policy is better than a reactive one.

Immigrants need everything; therefore they generate an increase in consumption, af-
fect the real estate market and stimulate the given neighbourhood. The streetscape, the
traffic, the shops and their goods on sale are all being adjusted to the demand of the lo-
cals, and beyond a point, instead of social exclusion, homogenisation occurs. It may be
connected to cultural economic recovery, which is a new asset to enhance the attraction
of urban spaces. http://www.migrationinformation.org/Feature/display.cfm?ID=57

While men are required in the so-called 3D (dirty, demanding and dangerous)
jobs, in cities there is always a greater need for female labour force (for nurses,
babysitters, household helps, etc.) to be employed in family natured jobs (demanding
less language competence from foreign women). Activities like the mentioned ones
are mainly connected to the shadow economy, and it is even more characteristic in
the case of foreigners. The members of this group usually less consciously choose a
new place to live, often migration networks (former migrants) help them to find the
ways to settle down. All this represents not only a single effect of feminization, but
also an indirect influence on the increase of fertility. However, among the foreigners
in Budapest, we still recorded a male surplus; though it seems that this could reverse
within a short time.

International migrants decide on their own, based on the relevant pull and push fac-
tors, where to settle down as a resident (Rédei [2005]). In this way, they play an active
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role in changing the demographic and economic structure of the given geographical
space. Migration is a visible form of several socioeconomic fields. That is to say, in
many cases, it may be connected to the potential differences existing in the spatial
structure. It is a paradox situation that cities with their aging population are the strate-
gic poles of the economic space; thus, they increasingly need foreigners as an external
resource. As presumed, migrants are motivated to settle down in cities, where there is a
more free and favourable environment and more opportunities to find work, to start a
business, or to establish relations with earlier migrants. According to surveys on the
hundred largest cities of the US, the number of international migrants increased by
54.8 percent in the last decade. Out of this, suburban areas accounted for 63.7, city cen-
tres for 21.7 percent and city peripheries for the rest. In the one third of the analysed
hundred cities, inner areas showed no population growth as a result of migration.
(http://www.migrationinformation.org/Feature/display.cfm?ID=567)

Table 1

Foreign citizens staying in Hungary, 1995-2009

a E;:E;ry) Hungary Budapest Share(]()):rtc};en::)apital
1995 138 101 46 712 33.8
1996 139 954 48 719 34.8
1997 142 506 55422 38.9
1998 148 263 60 432 40.8
1999 150 245 62 362 41.5
2000 153 125 64 865 42.4
2001* 110 028 39 200 35.6
2002 116 429 43 857 37.7
2003 115 888 43216 37.3
2004 130 109 48 682 374
2005 142 153 54 251 382
2006 154 430 66 025 42.8
2007 166 030 69 918 42.1
2008 174 697 74 344 42.6
2009 184 358 79 994 43.4

* Methodology has changed.
Source: HCSO database.

In Europe, the proportion of foreign-born people is over 25 percent in the popula-
tion of four cities (London, Amsterdam, Brussels and Frankfurt). Here, migrants
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usually settle down in the central areas, except for those cases, where a ruling family
or international organizations preserved the historical milieu and no slumming oc-
curred, and thus, real estate prices in city centres remained high. In the 1980s, it be-
came typical that migrants took the place of residents who had moved to suburban
areas. Foreigners moved to the outskirts only if the deteriorating housing conditions
provided a place for them to live there.

Foreign nationals show an interest to live also in Hungary, especially in Buda-
pest. The capital attracts nearly half of the foreigners. (See Table 1.)

In sum, studying international experience, we can come to the conclusion that in-
ternational migration may generate benefits especially in the case of purposeful and
proactive local management aligned with geographical space based assets. National
regulation aims at the reinforcement of controlling principles and the settlement is
that place where migrants live and the former efforts are realized successfully/not
successfully. For this reason, it is essential for a hosting city/region to support or
hinder migration through its regional objectives. Developments launched and taxes
paid by foreigners are of importance to the locals. For example in Hungary, the ma-
jority of foreign direct investment is made in Budapest and its surroundings (Fazekas
[2005]). At county level, Budapest accounts for the highest share of taxes paid by
foreigners. From all (750 thousand) tax-payers 32 thousand are foreigners (4.5 per-
cent) (Redei—Kincses [2008], Kincses [2008]).

2. Subsidiarity of migration

In the practice of strategy, it is expedient to make decisions on migration issues
where they take effects, implementing a kind of subsidiarity in this way. Most of the
major host countries orient the spatial choice of migration by establishing an interac-
tive relationship with the potential migrants and by disseminating information to
them on the goals set out by the regional development plans. In this way, they are
able to break down, through regional preferences and resources, centrally supported
integration and skills by the need of certain places and families. Realizing this fact,
the host countries are trying to manage the process of migration to gain benefits and
to enrich the economy with new intellectual and biological resources (Rédei [2005]).

National laws regulate the integration of migrants. Yet, the success of migration
only partly derives from the act of crossing the border. Entering into a country is
only an opportunity to achieve desires to be pursued by this movement. The real in-
tegration process takes place in a given geographical place, where the migrant’s
skills and adaptation capability are tested and he/she starts to discover the local op-
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portunities. At the levels of regions and urban settlements, receptiveness is of crucial
importance in whether the migration will result in a surplus or a loss. It may have
such aspects that call forth a successful position for both the migrant and the given
region. Instead of the earlier zero-amount migration, a shift is being observed in the
field of immigration into the direction of a so-called win-win situation.
http://www.imiscoe.org/research/clusters/c9.html

What does it all mean? This orientation is forcing the hosting area, for example a
city, to map up the demands in an ongoing and characteristic way and to disseminate
the relevant information to migrants, as well as to contribute, through consultation, to
the identification of interests of both parties and to the reduction of tensions.

By migration not only the migrants’ capabilities, skills, but also their culture and
values are being transmitted. From this point of view, it is noticeable how countries
of origin distribute migrants. For example in Budapest, the proportion of those who
arrived from the Asian, African and the American continents grew, which affirms the
increasing share of distant cultures.

It is important to select migrants by age not only for demographic reasons, but
because migrants in younger age

— are characterized by rapid innovative adaptability;

— pay taxes and contributions in the destination country and thus,
generate revenues for the given country;

— especially the highly qualified ones mean human capital imports;

— increase not only the number of population but also that of other
events (marriages, births, etc.).

Nevertheless, those migrants who are in a less favourable situation than the inhabi-
tants of the given country may account for a significant social burden and may disturb
the locals and in this way may have a damaging effect on the “climate” of integration.

Besides migration of the youth, the increase of elderly migration is also experi-
enced owing to which the services provided — as new aspects for the real estate mar-
ket — in the given area play a major role during the process of selection ({llés [2006],
lllés—Kincses [2008]).

All this implies the fact that a one-sided approach to migration does not facilitate
but actually hinders the success of the process.

The challenges of a multi-cultural society can be felt especially in a big city.
Partly the neighbourhoods, partly the changes, like the appearance of Chinese, Ara-
bic, Latin, Turkish or Jewish quarters in the cityscape shape its daily life and activity.
As we see in the world, the metropolises were the first and steadiest proponents to
establish a local regulation. But what do they regulate? How many people should be
let in as a proportion of the local population? What kind of professions is supposed
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to be hosted? What measures should be introduced to facilitate settling down and in-
tegration? What is the local population’s attitude towards foreigners and vica versa?
How do they accept each other?

Of course, there are not only positive but also negative examples in history, when
ethnical colourfulness triggered conflicts and crisis. It is a fact that multiculturalism
became an essential urban asset, and for the municipal government one of the chal-
lenges is to determine how to integrate newcomers and enhance development. Most
of the countries are being dependent on foreigners and use them as an external re-
source. In certain cases this led to new urban, regional “rules” in street and
neighbourhood life, in shopping malls or even in football pitches that are different
from the national regulations.

A new trend is the increase in moving to study. Since the majority of foreign stu-
dents prefer to live in an urban environment, the process of “studentification” is be-
came an essential force in shaping the urban structure and milieu as well as in creat-
ing relational capital. University campuses play a major role in the process of strate-
gic development. All of these have impact on the local economy, the real estate mar-
ket and on the expansion of services and workplaces. In Budapest two typical trends
can be observed: /. university facilities become new centres in the outskirts; or 2.
they do not constitute integrated parts of the surrounding urban area. Students’ cus-
toms and lifestyle differ from those of the locals, which could be a constructive proc-
ess but could also result in ghettoization. In many cases former military facilities
were transformed in line with their new functions to meet the demands of mass edu-
cation. These complexes were built in the urban outskirts, but as a result of the ongo-
ing urban expansion, nowadays they frequently hamper the organic development
(Rédei [2009]).

3. National overview

In Hungary, the number of the resident population has been decreasing since the
1970s. Therefore, only international migration may mitigate the population loss in the
foreseeable future (Hablicsek [2003]). International migration has a direct impact on
the size of the population as a whole and an indirect effect on the number of the youth.

Since the regime change, the country has had a surplus in international migration,
that is, more foreigners arrive in Hungary than those who leave it. There is a positive
migration balance of 10-20 thousand people annually, along with a natural loss of
30-40 thousand persons. On 1 January 2009, 184 358 foreign citizens were on an ex-
tended stay in the country, accounting for 1.84 percent of the resident population.
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(See Table 2.) That is to say, out of one hundred people who live in Hungary today,
nearly two are foreigners. Compared with other countries, this is a low value, but it is
a “novel” process for the Hungarians. In the eight-year period after the turn of the
millennium, the proportion of foreigners increased by 70 percent nationally.

Table 2
Foreign citizens in Hungary, 2001-2009
Resident population Foreign citizens staying in Budapest
Year
(1 January) as a percentage of total
person f
population
2001 10200 298 110 028 1.08
2002 10 174 853 116 429 1.14
2003 10 142 362 115 888 1.14
2004 10 116 742 130 109 1.29
2005 10 097 549 142 153 1.41
2006 10 076 581 154 430 1.53
2007 10 066 158 166 030 1.65
2008 10 045 401 174 697 1.74
2009 10 030 975 184 358 1.84

Source: HCSO database.

As we see, foreigners replace an increasing proportion of the domestic popula-
tion, and they tend to cluster around certain areas where they create distinctive
spaces reflecting their customs and demography. At present, this process has relation
to the increase in the number of foreign citizens, but the decreasing trend in the num-
ber of resident population calls forth an accelerated change of their proportion. This
also results in a strengthening of the socioeconomic and demographic impacts of mi-
gration. In Hungary, stronger influence may be forecasted since migrants from dis-
tant countries are expected.

As it was mentioned previously, the countries of the Carpathian Basin (Austria,
Slovakia, the Ukraine, Romania, Serbia-Montenegro, Croatia and Slovenia) play a
determining role in the ongoing growth of the population. However, the number of
those arriving from other countries is also increasing rapidly. Most of the people
come from Romania, the Ukraine and from Serbia-Montenegro. In addition to these
groups, a significant number of EU1S5 citizens (mainly Austrians and Germans) live
in Hungary. (See Table 3.) However, the national impacts are significantly surpassed
by the regional ones, especially in the case of micro-regions and settlements.
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Table 3
Foreign citizens staying in Hungary by citizenship (1 January)
Country 2001 2002 2003 2004 2005 2006 2007 2008
Austria 694 785 750 780 544 1 494 2225 2571
France 511 601 711 765 330 1316 1506 1481
Netherlands 324 346 373 415 236 666 1096 1201
United Kingdom 624 700 872 963 440 1451 1911 2107
Germany 7493 7676 7100 7393 6908 | 10504 | 15037 | 14436
Italy 542 563 545 551 404 777 1020 1207
EUI15 11723 | 121181 | 11629 | 12143 9714 | 18357 | 25394 | 25490
Croatia 917 931 800 902 837 778 813 852
Romania 41561 | 44977 | 47281 | 55676 | 67529 | 66183 | 66951 | 65836
Serbia 12664 | 11975 | 11693 | 12367 | 13643 | 12111 | 12638 | 17186
Slovakia 1576 2213 1536 2472 1225 3597 4276 4944
Slovenia 82 88 65 81 34 79 115 133
Ukraine 8947 9 835 9853 | 13096 | 13933 | 15337 | 15866 | 17289
Neighbouring countries* 66441 | 70804 | 71978 | 85374 | 97745 | 99579 |102884 |108 811
Russia 1893 2048 1794 2244 2 642 2759 2 760 2787
Poland 2279 2227 1945 2 196 2178 2 364 2 681 2 645
Turkey 455 544 469 557 615 756 886 1120
Other European countries | 11 100 | 10621 | 11 165 9181 9911 8214 8447 7 863
Europe 93197 | 97640 | 98230 |110915 | 122261 130535 |140 827 | 146 145
Asia 12603 | 14401 | 13480 | 14715 | 15121 | 18543 | 19733 | 22356
America 2 488 2557 2434 2535 2 667 2989 3075 3557
Africa 1233 1318 1281 1455 1556 1 800 1783 1913
Other and unknown 507 513 463 489 548 563 612 726
Total (110028 (116429 (115888 |130109 |142 153 154430 (166 030 |174 697

* Including Austria.
Source: HCSO database.

4. Regional overview

In 2001, Budapest accounted for 17 percent of the resident population, cities with
county authority for 20, other towns for 27 percent and villages for 36 percent. By
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2008, the proportion of those living in towns increased to 31 percent, while that of
village population decreased to 32 percent. The first two categories showed no sig-
nificant changes. It is an interesting question whether the foreigners follow this pat-
tern in their distribution or not. (See Tables 4 and 5.)

Table 4

Foreign citizens staying in Hungary by territorial distribution, 1 January 2001

(percent)

Country Budapest Citya:lvti}:l;r(i:g/unty Other town Village Total
Austria 31.56 17.87 18.30 32.28 100.0
EUI15 36.07 19.37 19.96 24.60 100.0
Romania 30.91 18.02 21.86 29.21 100.0
Serbia 16.54 45.34 18.53 19.59 100.0
Croatia 16.58 21.81 38.71 22.90 100.0
Slovenia 34.15 31.71 17.07 17.07 100.0
Slovakia 28.93 35.41 22.34 13.32 100.0
Ukraine 19.06 22.89 29.29 28.76 100.0
Europe 29.71 2291 22.05 25.32 100.0
Asia 73.96 15.12 6.69 4.23 100.0
America 52.33 25.48 11.33 10.85 100.0
Africa 51.99 27.90 11.44 8.68 100.0

Total 35.63 22.12 19.89 22.36 100.0

Source: HCSO database.

In the case of foreigners, Budapest was strongly overrepresented in line with in-
ternational trends, that is, capital cities are primary target areas for migration. It is
especially true for those arriving from outside the European Continent (77 percent
of Asians live in the capital city and a further 13 percent of them in cities with
county authority). When all towns are taken into account, the proportion of work-
ing-age people is even larger while in villages the share of pensioners is signifi-
cant.

In the past seven years, as a result of the fact that Hungary became a member of
the Schengen area, Budapest attracted more and more foreigners, while their propor-
tion decreased in cities with county authority and in villages. In the case of smaller
towns only the percentages by citizenship have changed. The number of persons
from the EU15 and from non-European countries increased.
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Table 5

Foreign citizens staying in Hungary by territorial distribution, 1 January 2008

(percent)

Country Budapest Cityazltil:l;r&i::);mty Other town Village Total
Austria 17.19 14.62 21.00 47.18 100.0
EUI15 31.35 14.15 20.48 34.01 100.0
Romania 40.61 12.04 22.95 24.40 100.0
Serbia 22.67 38.29 21.49 17.55 100.0
Croatia 19.95 19.60 41.90 18.54 100.0
Slovakia 34.95 19.36 23.93 21.76 100.0
Ukraine 36.11 17.80 22.30 23.79 100.0
Europe 36.71 16.92 22.21 24.15 100.0
Asia 77.43 13.41 6.45 2.71 100.0
America 55.74 17.91 11.05 15.30 100.0
Africa 57.90 24.58 11.40 6.12 100.0

Total 42.56 16.54 19.82 21.09 100.0

Source: HCSO database.

According to the territorial analysis, six areas show above-average values: the
surroundings of Lake Balaton, Budapest, Pest County and the micro-regions along
the Ukrainian, Romanian and Serbian-Montenegrin borders (Kincses [2009]). If the
spatial distribution of foreigners is analyzed at the level of micro-regions, concentra-
tion can be observed. As it was mentioned, Budapest and, to a growing extent, the
surrounding micro-regions are the main central areas for the foreign population. In
2001, these areas accounted for 52 percent of foreigners against 62 percent in 2008.
(See Figure 1.)

Those arriving from the EU15 prefer the western part of the country, mainly
Gyo6r-Moson-Sopron and Somogy counties in addition to Budapest and its agglom-
eration. Romanian citizens mainly choose three areas where they live in significant
numbers, namely the area along the Romanian border, the capital and Western Hun-
gary. Serbians and Montenegrins live in a wedge-like cluster area stretching from
Budapest to the common border. Slovaks are concentrated in the region of Northern
Hungary and around Budapest, while Ukrainians prefer, besides the capital, the mi-
cro-regions near their country of origin.

In sum, the place of settlement of EU1S citizens is determined by the reason of
their arrival. Urban areas are mostly popular with working-age foreigners, while eld-
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erly migrants (coming for example from Germany) usually choose places near ther-
mal baths or at Lake Balaton. The Dutch prefer rural locations, African and Asian
people urban areas and the Irish normally reside in the capital.

Figure 1. The proportion of foreigners per hundred residents

(percent)
1 January 2001 1 January 2008

For those who arrived from a neighbouring country, Budapest and Pest County
are the most attractive destinations in addition to those micro-regions, which are lo-
cated near their country of origin. Micro-regions along the Romanian, Ukrainian and
the Serbian borders play an outstanding role in this respect.

Here should be mentioned the foreign nationals born in Hungary. On a yearly ba-
sis, around 2 000 non-Hungarian children are born in the country according to
HCSO statistics.

5. The analysis of foreigners by age

In terms of age, foreigners who live in Hungary significantly differ from the
Hungarian citizens, which results in a considerable increase in the ratio of younger
age groups as well as an easier adaptation. The major part of foreigners is in the age
group of 15-64 years. (See Figure 2.) In 2008, the average age of non-citizens, in
spite of their rapid aging, was 6.2 years less than that of the resident population.
However, foreign and “non-foreign” people show different ageing rates.

In Budapest, the average age of the resident population increased from 41.9 to
42.6 years between 1 January 2001 and 1 January 2008, while the foreigners showed
a sharper change (from 35.2 to 36.4 years) over this period. This fact may relate to
increasing elderly migration (Z//és [2002]). However, the faster rise in the average
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age of the migrant population exerts much smaller influence on Budapest where
younger, working-age people continue to arrive.

Figure 2. The distribution of Hungarian and foreign citizens living in Budapest by age, 1 January 2001-2008
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In Hungary, a decrease in fertility and an increase in life expectancy account for a
decline in expenses of child rearing and for growth in that of the care of elderly people.
In the case of the resident population, the dependency ratio of children decreased from
0.24 of 1 January 2001 to 0.22 of 1 January 2008, while that of old people increased
from 0.22 to 0.23. (This also shows the aging of the domestic population.) The total
dependency ratio lessened from 0.46 to 0.45: one hundred people aged 15-64 years
supported 22 children aged 0—14 years and 23 old people aged 65—X years in 2008.

In the case of foreigners, the national and micro-regional data significantly differ
from those of the resident population. For them, the national dependency ratio of
children decreased from 0.11 to 0.10 over the analyzed seven years, while that of old
people increased from 0.08 to 0.11. Thus, hundred active foreigners supported ten
children aged 0—14 years and eleven elderly people aged 65 or older, which are, in an
economic sense, much better data than those of the domestic population. Out of the
foreigners, Austrians account for the highest dependency ratio (0.38) as a result of a
large proportion of elderly people in this group. The percentage of people from the
EU1S is similar (0.32), and that of the dwellers arrived from the American continent
is 0.25 owing also to the high share of the older generation. Slovaks (0.08), Slovenes
(0.11), Romanians (0.18) and Ukrainians (0.19) had the lowest dependency rates. It
is important to note that very good ratios are shown also by Africans (0.11) and
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Asians (0.20). In all micro-regions, the foreigners account for a lower child depend-
ency ratio than that of the total population. The foreigners exert the strongest nega-
tive influence on the former ratio in the wedge-shaped area situated from Budapest to
the Serbian border and in the surroundings of Lake Balaton, which depends, on the
one hand, on age distribution and, on the other hand, on volume effects.

In terms of the total dependency ratio, the area that stretches from Budapest to the
Serbian border and the territory along the eastern border (just those regions where
most migrants live) show a significant improvement due to foreign migrants, while
aliens made it worse in the area of Lake Balaton (in consequence of the high propor-
tion of the elderly).

In sum, the following statements can be made:

Owing partly to the population loss of Hungary and partly to the increase in the
number of migrants, foreigners and within this, foreign nationals from the neighbour-
ing countries have an ever-increasing influence. So, over seven years (2001-2008),
the proportion of non-Hungarian nationals increased from 1.08 to 1.74 percent,
showing a 60 percent growth.

In terms of territorial distribution, Budapest and its agglomeration account for a
major part of foreigners, while the micro-regions along the borders and the surround-
ings of Lake Balaton for a smaller proportion. Budapest, where the majority of non-
European citizens live, plays a central role and is able to recruit highly qualified
workforce from greater distances. The vicinity of Lake Balaton is a destination more
characteristic for the citizens of the EU15 countries; while the micro-regions along
the borders are only local destinations.

Against many other so-called large host countries (for example the US, the
United Kingdom, Italy, Spain, Australia, etc.), those foreign citizens choose to live in
Hungary, whose education level is similar to or better than the average level of the
Hungarian population (human capital accrual) and who belong mainly to the Hungar-
ian minority, so their integration is easier. The proportion of active-age people and
taxpayers is also higher among foreign citizens.

Foreigners, as a result of their increasing number and demographic characteristics
differing from those of the resident population, generate not only human but also
economic added value and have a significantly positive influence on the regional so-
cioeconomic processes in the areas preferred by them.

6. Budapest at district level

On 1 January 2009, 79 994 foreigners lived in Budapest. In another approach, the
role that the capital plays as a migration destination is underlined by the fact that in
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the beginning of 2009, 4.67 foreigners lived per hundred inhabitants there (the same
indicator was 1.84 at national level). Naturally, this ratio is not evenly distributed in
the city as shown by Figures 3 and 4. The 2™, 12", 5™ 6™ 7 8™ 10" 13", 14™ and
the 11™ districts are the most preferred ones. Naturally, the foreign nationals, accord-
ing to their nationality, show different patterns in where they live.

Figure 3. The number of foreigners in Budapest by district, 1 January 2008
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Figure 4. The proportion of foreigners per hundred residents in Budapest by district, 1 January 2008
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In 2008, in the 2™ district, EU15 citizens (32 percent of foreigners living in this
part of the capital) and Asians (23%) predominated, and many Americans lived there
too (6%). Romanians accounted for only 16 percent, which was less than half of their
Budapest-wide average of 41 percent. The 12™ and 5" districts showed similar ratios,
in the former district the proportion of people from the EU15 was 34, from Asia 14,
from America 9, from Romania 18 and from the Ukraine 5 percent, in the latter dis-
trict the respective figures were 28, 18, 5, 16 and 12 percent. In the 6" district, the
share of foreigners from the EU15 (19%) and from the American continent (4%) was
still relatively high, but Asians (21%), Romanians (25%), Serbians and Montene-
grins, as well as Ukrainians (7 and 7 percent) accounted for a larger proportion.
There was an even greater shift in the 7™ district (10 percent for EU15 citizens, 19
percent for Asians, 35 percent for Romanians and 8 percent for Serbian-
Montenegrins or Ukrainians). In the 8™ district, the Asians gave 36, the Romanians
38, the Ukrainians 7 percent, while the respective figures of the 10™ district was 53
percent (!) for Asians, 27 percent for Romanians and 7 percent for Ukrainians. The
latter was the only district in the capital where Asians accounted for a majority of
foreigners due to the market operating there, which influenced them in choosing a
place to live.

The ratios of 2001 were highly similar to the distribution of 2008. It is noticeable
that the proportion of Asians in the 8" district decreased from 43 to 36 percent dur-
ing the examined period but there were, besides, no significant changes in the citi-
zenship structure of the districts. It is especially interesting because a rehabilitation
programme was carried out in the slum area of the 8" district, which may be associ-
ated with the experienced change.

On the whole, foreigners living in Budapest show a varied picture by citizenship,
much different than in other parts of the country. Citizens of 158 countries live there.
This city accounts for 58 percent of Africans, 77 percent of Asians, 56 percent of
Americans residing in Hungary. The more distant the country of origin is, the more
probable that the capital will be the primary destination. 36 percent of those arriving
from the neighbouring countries (41 percent of the incoming Romanians, 36 percent
of the Ukrainians, 23 percent of the Serbian-Montenegrins, 35 percent of Slovaks, 47
percent of Slovenes, 20 percent of Croats and 17 percent of Austrians) live in Buda-
pest. The capital has a remarkable number of dwellers originating from the EU15,
Slovakia, Turkey, China, Vietnam, Serbia and Montenegro, the Ukraine, Italy and
Syria. However, nominally, Romania has the highest proportion (with 37 thousand
people). In terms of the intra-Budapest international migration balance, foreigners
show a volume increase in all districts as shown by Table 6.

This analysis confirms that those districts have the highest rates of increase where
there were many foreigners in the previous period. It justifies the network character-
istics of migration: foreigners move to that place where they have better options to be
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integrated and the home prices are lower. Several research projects on migration
came to the conclusion that the migrational relationships are determining and the es-
tablished migration patterns have overriding importance.

Table 6
The growth rate of the number of foreign residents in Budapest by district
(previous year=100 percent)

District 2002 2003 2004 2005 2006 2007 2008 2002-2008
L. 110.94 103.95 96.93 109.34 138.29 106.37 106.09 190.74
1I. 110.78 106.21 105.47 92.99 145.78 112.73 108.35 205.46
1. 108.84 95.91 143.63 87.16 107.05 104.21 100.76 146.89
Iv. 121.46 97.27 117.65 115.76 101.08 107.55 100.73 176.20
V. 109.92 93.69 90.36 127.85 153.60 104.59 108.47 207.32
VL 107.99 98.20 94.56 120.24 139.08 109.99 106.78 196.94
VIL 115.19 94.49 87.97 135.10 127.72 110.28 108.11 196.98
VIIL 119.47 93.59 102.66 125.80 128.29 105.61 105.75 206.88
IX. 103.50 98.62 99.81 128.07 126.04 106.43 107.78 188.65
X. 121.59 99.07 105.21 130.76 120.55 103.75 108.87 225.66
XI. 102.31 97.71 172.00 67.44 126.85 106.90 104.75 164.73
XII. 106.37 98.98 93.03 108.43 140.14 111.40 106.32 176.27
XIII. 114.93 100.75 93.12 141.43 122.63 96.76 109.39 197.93
XIV. 110.33 96.10 144.33 87.03 115.51 107.05 110.00 181.15
XV. 114.87 97.89 97.43 139.62 109.99 105.44 105.01 186.27
XVIL 117.16 100.92 101.36 136.38 110.22 103.79 105.16 196.63
XVIL 111.10 99.30 106.91 137.73 112.60 101.79 102.07 190.06
XVIIL 103.03 99.47 99.19 138.02 110.74 103.90 103.45 166.99
XIX. 118.05 99.63 100.45 130.42 112.12 103.75 103.03 184.66
XX. 105.52 101.31 118.34 121.81 105.18 107.36 106.91 186.01
XXI. 114.29 100.63 99.82 137.33 109.72 109.28 106.30 200.93
XXII. 108.61 102.21 100.81 127.28 115.81 104.00 105.08 180.28
XXIII. 206.20 102.26 149.63 122.36 160.44 110.14 115.68 789.15

Source: HCSO database.

In Hungary, the significant domestic migration deficit decreased continuously,
most dynamically in the last 4-5 years with the consequence that in 2007, Budapest,
as a whole, showed a surplus! However, domestic migration towards the capital does
not increase considerably. It confirms the significant role of international migration
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in substituting domestic migration, which is also underpinned by the results of popu-
lation forecasts required to formulate development plans.

The open and crossable borders enhance international migration. The population
forecast that was prepared at the end of the last year — as part of the Budapest trans-
port plan, breaking down data by the territorial units of the master plan — indicates
the likelihood of a smaller increase in the number of immigrants until 2036 as a
probable scenario, within which Budapest will have a 70 percent share. As a result,
in the next 30 years, 240 thousand foreign nationals are needed to offset the natural
loss resulting from the aging of the population of Budapest and from suburbaniza-
tion. The envisaged size of the population is 1.7 million heads for 2036 including a
foreign population accounting for 17 percent. Major factors in the change of the
number of foreign nationals are that who will try to get citizenship and what the legal
frameworks of implementing this endeavour will be like.

There is no decrease in international migration and in its diversity, which makes
it necessary for the city management to perform strategic functions in the formerly
mentioned areas with the purpose of generating added value in the capital city.
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Since the end of the 1980s, Hungary has experienced a growth in the number of
enterprises, unprecedented in its history. However, the impetus of the rapid increase
broke in the middle of the 1990s as a consequence of, inter alia, foreseeable satura-
tion, and then self-correction as well as market-based selection of enterprises started.
In other words, a clarification process began as a result of which only active enter-
prises having stabile market position “stay alive”. The rapid changes were followed
by slower transformation processes, in which — instead of volume increase — re-
placement of enterprises, structural changes and shifting of positions can be wit-
nessed. These processes are also underpinned by the improved total effectiveness of
enterprises.

1. The way that led from the centralized system
to the “country of micro enterprises”

Of the Eastern European countries, Hungary was all but unique in that the mixed
economy’s political conditions had been established by the end of 1987, under which
the self-dependent state corporate-cooperative sphere, the “socialist sector” could be
organically complemented with the private sector. This concept was also embodied
in legislation: in the course of 1988—1989, a new tax system was introduced; essen-
tial laws were made on liquidation, commercial enterprises, the transformation of en-
terprises, corporations and cooperatives, as well as on foreign investments. As a
combined effect of the established legislative framework, the political changes and
the unfolding economic processes, a rapid transformation started in the organiza-
tional structure of the economy following 1990-91. The Law of Business Associa-
tions, which entered into force on 1 January 1989, became a platform to processes
proved to be irreversible in the composition of economic stakeholders. The fact that
the economic regime change preceded the political regime change by two years, ret-
rospectively, is of inestimable importance to the future.

In 198990, a number of laws/regulations were elaborated in business legislation,
which opened up a road towards a multi-sector economy as well as were suitable,
ahead of the political changes or in line with them, to ensure a return for the Hungar-
ian economy to the Western European capitalist way. At the end of 1989 and at the
beginning of 1990, overall deregulation was implemented in the legal system: the
administrative barriers to the market economy were removed and economic legisla-
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tion provided a new foundation for the Hungarian economy. The establishment of the
complete economic legal system was of longer duration than the first election term
(Antall-Boross Government (1990-1994)) and it ended in 1995-1996. The adoption
of the essential laws of the Hungarian market economy was an advantage for the
country in the course of EU accession and legal harmonization.

The right to privatise was in the centre of the economic regime change: the coun-
try turned from a structure based on the absolute superiority of socialist state prop-
erty to a system resting on the dominance of private property. Hungary as the earliest
of the former socialist countries started the privatization process in 1989. The Law of
Business Associations served as its legislative basis. The first stage of privatisation
(“spontaneous privatisation”) roughly lasted for a three-quarter year period and it af-
fected a maximum of two percent of the state sector.

Later, spontaneous privatisation was replaced by state-managed compulsory pri-
vatisation. Ordered by the acts of 1992, 99 percent of the state-owned companies
were compulsorily transformed into joint-stock companies (90%) or limited liability
companies. The legal form of state-owned companies ceased to exist; its place was
taken over by the trading company form of state companies. Mass privatisation, the
market-based sale of state property was implemented in 1995-97 under the Privatisa-
tion Law.

The national wealth, which had been nearly completely nationalized after 1945,
became privately owned over a decade and half, that is, historically during a very
short period. Privatisation played a determining role in the establishment and revivi-
fication of the market economy: while the proportion of state property exceeded 85
percent at the beginning of the process, nearly four-fifths of the Hungarian economy
was in private hands in the middle of the first decade of the 21st century.

The pillars of the economic organizational structure of the one-party system, the
state-owned companies and the cooperatives were transformed, privatised, dissolved,
or they ceased to exist. Between 1989 and 1994, the number of state-owned compa-
nies decreased to one-fifth—one-fourth, their total turnover of HUF 3 117 billion, at
current prices, lessened to HUF 230 billion. Meanwhile, the number of limited liabil-
ity companies increased 175-fold, their total turnover 45-fold, the number of joint-
stock companies 11-fold, their total turnover twenty-fold, and the number of other
enterprises 62-fold and their total turnover seventy-fold. The number of cooperatives
grew by 80 percent, but their total turnover, at current prices, decreased by a third.

At the end of these processes (by 1995), a new property, economic organizational
structure came into existence, which showed smaller changes in its internal propor-
tions until 2000 and no significant changes later. Thus, in its main lines, this struc-
ture meant the new Hungarian economy.

Between 1985 and 1991, with respect to their number, medium-sized enterprises
with a statistical staff of 50—1 000 formed the largest volume. They were followed by
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large enterprises; the micro and small enterprises constituted only a tiny proportion.
The actual structural change took place between 1992 and 1994: the number of en-
terprises with 1-9 employees increased eighty-fold, that of enterprises with “0” per-
son forty-fold, with 10-19 employees fourteen-fold, while the number of enterprises
with 50-299 persons grew only 1.7-fold from 1991 to 1994. The number of enter-
prises employing 300—1 000 persons decreased by nearly forty percent and that of
even larger ones by forty-five percent. By the middle of the decade, the centralized
structure of large companies completely disintegrated, and, as for the number of en-
terprises, Hungary became the country of micro and small enterprises.

However, in general, not an increase at different rates but as a whole, an ongoing
decrease was the common feature of the structural changes observed in different di-
mensions, which aggravated the necessary transformation. Around at the end of the
mid-third of the 1990s, the outcome of stronger recession and slower development
reached that threshold, where the result of the structural transformation became posi-
tive. In any case, it seems quite certain that the great structural changes, with regard
to property relations, economic branches, legal forms, the emergence of new enter-
prises and the legal, regulatory background (except for the areas of the state budget
and welfare), have got near to a dynamic resting point: no transformation similar to
the scale of the past half decade should be anticipated, ceteris paribus.

Figure 1. Expansion of the enterprise sector
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1.1. The role of working capital in the transformation

Foreign direct investments (FDIs) played an outstanding role in the transforma-
tion of the property and enterprise structure of Hungary.

Concerning foreign capital investments, the Hungarian economy was in a more fa-
vourable position than its counterparts in the 1980s. This is partly rooted in subjective,
partly in objective reasons. Of the subjective factors, the traditional historical relations,
the relative openness and small size of the country, as well as its better-than-average
reputation resulting from its reform efforts may be mentioned. Of the objective ele-
ments, its regional location and the level of its economic, legal and financial infrastruc-
ture shall be referred to. In a combined way, these aspects became stronger at the end
of the 1980s as a result of the successful international role of the country. Therefore, in
the first half of the 1990s, Hungary attracted nearly a third — 31.4 percent — of all for-
eign direct investments of the Central and East European region.

Table 1
The inflows of foreign direct investments into the successor states of the former socialist bloc
(USD million)
Year
Country

1994 1995 1990-95
Hungary 1146 4 400 11200
Poland 1875 2500 7 148
Czech Republic 878 2 500 5 666
Slovakia 187 200 775
Slovenia 87 150 501
Albania 53 75 205
Bulgaria 105 150 412
Romania 340 400 933
Other Balkan countries 120 100 300

Former socialist countries without the successor states
of the Soviet Union 479 lo47s 21140
Baltic states 430 400 1280
Russia 1000 2 000 4 400
Ukraine 91 113 574
Other countries of the Commonwealth of Independent States 640 800 2300
Total 6 952 13788 35694

Source: Magyar Hirlap [1996]: Novekvé kiilfoldi tékebefektetés Kelet-Eurdpaban, Magyarorszag az élen.
(Increasing Foreign Direct Investment in Central Europe, Hungary at the Head of It.) 26 March. p. 11.
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Until 2001, Hungary, as for both privatisation and green field investments, was a
prime target area in the region for western investors. Foreign direct investments
amounted to USD 56.9 billion up to the end of March 2006."

According to an UNCTAD report’, in terms of FDI stock, Hungary became the
third with a total of USD 97 billion behind Poland (USD 142 billion) and the Czech
Republic (USD 101 billion) in the Central and South-East European region in 2000.
The combined share of these countries was 72 percent in 2000 and 57 percent in
2007. In the period of 20002007, on average, the stock of foreign direct investments
flowing into this region increased five-and-a-half-fold, while that of the three coun-
tries 4.3-fold. This outlined tendency is likely to continue, especially Romania, Croa-
tia and Bulgaria may be the preferred target areas in the near future.

In Hungary, FDI amounted to a total of nearly EUR 62 billion in 2006 and to an
estimated total of EUR 66 billion in 2007.}

Figure 2. The stock of foreign direct investments in Hungary
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* Data of 2007 is estimated.
Source: Database of the National Bank of Hungary.

" BELYO, P. — SCHMUCK, O. [2009]: Vallalkozasok Magyarorszagon 1992-2008. (Enterprises in Hungary
1992-2008.) ECOSTAT KSKI. Budapest. Working Paper. p. 103.

2 HVG [2008]: UNCTAD jelentés. Tkebearamlas Kozép-Eurdpaba: bronzérmesek vagyunk. /UNCTAD
Report. Capital Inflow into Central Europe: We Have a Bronze Medal/ 25 September.
http://hvg.hu/velemeny/20080925 toebearamlas unctad valsag.aspx

* NATIONAL BANK OF HUNGARY [2007]: Statistics on Direct Capital Investment, Hungary, 1995-2005.
Budapest. http://www.mnb.hu/engine.aspx?page=mnbhu_statisztikai kiadvanyok.
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In the first half of the 1990s, privatisation investments played a significant role in
the first wave of foreign direct investments. Between 1991 and 1997, EUR 4.6 billion
was invested in the context of privatisation (half of that in 1995). Of these, the privati-
sation of MATAV, the gas suppliers and the power stations accounted for the highest
revenues. Significant privatisation events of the 2000s were the privatisation of the
Postabank in 2003 and that of the Budapest Airport and Antenna Hungaria in 2005.

Out of sales items, the volume of stocks and other shares were of outstanding im-
portance in 1995 and 2005: it was a two-year period of major privatisation revenues.
2003 was the only year when, though both capital investments and withdrawals
reached outstanding values, on the whole, capital withdrawal took place. (Note that
there was a strong speculative attack against the Hungarian forint in that year.) Cur-
rently, reinvested incomes account for a considerable amount, but their share — simi-
larly to other items — is rather fluctuating concerning foreign direct investments.

In the post-1998 period®, the main investor countries had/has a steady share, the
amount of capital invested by single main partners increased in a quite similar geo-
graphical structure.

Traditionally, Hungary has strong economic relations with Germany. German
firms have investments in most sections of the economy. The share and dynamics of
their investments are the highest among foreign investors, their stock has more than
doubled since 1998 and approximated EUR 13 billion in 2005. Foreign direct in-
vestments from the Netherlands have showed the highest increase in share and
growth rate. Austrian companies, as a result of vicinity and historical traditions, are
also important economic partners of the Hungarian enterprises. FDIs from Austria
amounted to a total of EUR 5.2 billion in 2005. FDI stock from France (EUR 2.1 bil-
lion) and Luxemburg (EUR 1.6 billion) is also of significant value.

Manufacturing accounted for 40 percent of foreign direct investments. Within
that, the capital investment stock of the vehicle manufacturing sector continued to
grow most dynamically: it increased nearly six-fold between 1998 and 2005, reach-
ing the value of EUR 4.9 billion. This was followed by the manufacture of electrical
equipment and instruments and appliances for measuring, testing and navigation,
where the stock of investments raised more than three-fold and exceeded EUR 4.1
billion in the observed period. The manufacture of chemicals and chemical products
showed a similar outstanding growth (in total four-fold increase in capital investment
during the formerly mentioned seven years).

The volume of investments in service activities, both in 2004 and 2005, were in
excess of manufacturing investments. There was a rise in the dynamics of single sec-
tor branches, especially in business support service activities and in the areas of trade
and telecommunications.

4 Data of branches and countries are available from 1998.
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When analyzing capital flows in a national and sector breakdown, larger-scale
changes can be observed over the years: individual transactions may completely alter
what proportion a country or a branch has. Accordingly, different countries and sec-
tors may have dominance in certain years. In 2005, for example, the EUR 2.8 billion
share of the United Kingdom and the majority of the share of “Activities of holding
companies” (EUR 2.1 billion) within “Real estate and business activities” derived
from the privatisation of the Budapest Airport, and in the fields of transport, storage
and telecommunications, a part of investments linked to the privatisation of Antenna
Hungéria.

1.2. The transformation of the enterprise sphere:
growth and structural change

Regarding the number of enterprises (both sole proprietorships and partnerships),
the post-1989 economic transition ended in 1995-1997. In these years, the rate of the
previous structural change — that could be mainly characterized by the number and
composition of economic stakeholders — slowed down considerably and the “revolu-
tionary” changes ended. A new order came into existence for enterprises and legal
forms, and this new economic structure continued to develop in a stage of the inter-
nal evolution of newly emerging and, as a result of market competition, disappearing
enterprises.

The dynamics of the changes of the 1990s are well shown by the fact that there
was a nearly three-fold increase in the number of enterprises in six years (between
1989/90 and 1995/96), and with the replacement of the centralized organizational
structure, Hungary became the country of small enterprises by the turn of the millen-
nium, regarding international data, we may say to an excessive degree.

At the end of 1989, 360 thousand enterprises and 31 thousand other (non-profit)
organizations operated in Hungary. Although sole proprietorships (320 thousand) ac-
counted for the majority of enterprises, the number of enterprises without legal entity
(mainly economic associations) was also significant (24 thousand). Cooperatives
(7 500) and limited liability companies (4 500) formed the majority of some 15 thou-
sand enterprises with legal entity. However, the rate of centralization is shown by the
fact that the number of state companies that accounted for the major share of output
and operated the largest part of fixed assets was only 2 400.

The number of registered enterprises reached a high of 1 053 thousand in 1995; in
conjunction with them, altogether 1 115 thousand economic organizations were reg-
istered in Hungary. Later, the number of sole proprietorships decreased as a result of
which, at the end of 1997, the number of registered enterprises were under 1 million
(998 thousand) and that of registered economic organizations decreased to 1 067
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thousand. Of enterprises, sole proprietorships decreased from 791 to 660 thousand,
while limited partnerships increased from 107 to 140 thousand. After 1997, the num-
ber of sole proprietorships grew slightly and it settled around the level of 20 000
from 2000 onwards. Since 2001, the dynamic rise in the quantity of joint enterprises
has come to an end and was tending to stabilise around the level of three hundred
thousand. Despite the significant total decrease — which could be interpreted as a
kind of self-correction or clarification — and taking into account that the number of
families in Hungary is nearly 3 million, it can be stated that, on the average, every
third family took part in some kind of individual enterprises. Although it is true that a
part of these enterprises was only virtual with respect to market presence: only 70
percent of the registered sole proprietorships (only 62 percent of them in 1996) and
85 percent of the limited partnerships were actually active at the end of 1997. Never-
theless, one may say that in a historical context with singular rapidity, the significant
part of the Hungarian society became entrepreneurs by the second part of the decade
whether out of compulsion or based on real economic assets offered by the market,
or founded on loopholes of market regulations.

At the beginning of the transition, from 1992/1993 to 1997, the headcount of
large enterprises decreased by more than ten percent (nearly three hundred thousand
people) owing to the privatisation as well as to the liquidation and division of a part
of large enterprises. Then it increased along with the number of enterprises and by
2006 approximated the value of 1992.

At the end of 1997, enterprises with legal entity, whose structure was also charac-
terized by a large-scale transformation, gave the majority of output against a numeri-
cal preponderance of sole proprietorships and limited partnerships. The number of
partnerships increased around eight-fold between 1989 and 1997. Within this, the
number of cooperatives hardly changed (7 546 cooperatives were registered in 1989
and 8 330 in 1997), but the number of limited liability companies increased 23-fold
and that of joint-stock companies more than ten-fold (from 307 to 3 929). Limited li-
ability companies accounted for 90 percent of partnerships in 1997. 85-90 percent of
the registered limited liability companies and joint-stock companies were active; but
it was the case for only slightly more than half of the cooperatives.

In the middle of the 1990s, the several-year-long processes changed significantly,
which was expressed by the increasing trend of the number of enterprises and by the
changed proportion of active registered enterprises. This latter factually meant that
self-clarification started in the middle of the decade after the pace of the initial enter-
prise boom ran down: the permanently non-active enterprises continued to phase out
from the marketplace, so the real market stakeholders accounted for an ever increas-
ing proportion.

The explosive growth in the number of enterprises that was a characteristic of the
beginning of the 1990s came to an end around 1994-95. As its first sign, there was
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no growth practically in the number of registered sole proprietorships in 1995, then,
in 1996 their figure decreased by 45 thousand and in 1997 by a further 86 thousand.
At the same time, the rate of increase in the number of partnerships also declined
considerably and it was supplemented with an organizational change by which the
number of enterprises with legal entity (mainly limited liability companies) became
close to that of enterprises without legal entity (essentially limited partnerships).

The increase in the ratio of active to registered enterprises was another well-
perceivable change of the middle of the 1990s, mainly among enterprises without le-
gal entity. It could be considered completely normal that at the beginning of the dec-
ade, in connection with the economy-wide transformation, a number of enterprises
were established under constraint or to exploit legal rules without real economic
base, which — as a result of the changes in rules — became not viable to operate and
even their formal operation generated an ongoing loss. In this sense, one can identify
it as self-correction of an uncontrolled, run-away process, as a kind of self-
clarification. The ongoing slight improvement came to an end around 2002-2003,
the trend turned into a decreasing direction and there was an increase in the ratio of
non-active to registered enterprises.

While the overall slow increase in the active/registered ratio could be regarded posi-
tive, its rates and absolute values are not so. In total, enterprises accounted for an average
active/registered ratio value of 59 percent in 2006, that is, more than two-fifths of enter-
prises had neither employee, nor revenue. 72 percent of the registered enterprises with le-
gal entity and 63 percent of the registered enterprises without legal entity were active. At
the same time, nearly half (47%) of the sole proprietorships, which accounted for the
largest proportion, did not operate. Of enterprises with legal entity, around eighty percent
of the joint-stock companies were active; but the relevant value of limited liability com-
panies was similar to that of limited partnerships, which have no legal entity (73 and 71
percent, respectively). According to a HCSO report, enterprises with “0” person had the
lowest proportion of active enterprises (only 17 600 in 2006).

1.3. The transformation of legal forms

The centralized economic structure — which had operated as a system specific ele-
ment during the previous period — loosened in the 1980s, then, at last, it was disinte-
grated and permanently transformed between 1989 and 1995. The transformation of
companies was mainly about the division and disintegration of joint-stock companies
and the establishment of limited liability companies. Between 1995 and 2000, the com-
panies, in terms of their headcount, net revenues, etc. became statistically unidentifiable.

In the period of the transition, new enterprises with legal entity were mainly es-
tablished as limited liability companies, while nearly all enterprises without legal
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entity as limited partnerships. Joint-stock companies (that replaced state compa-
nies) demonstrate the characteristics of large enterprises in terms of their operation
and management, but limited liability companies show a varied picture: on the one
hand they are similar to large enterprises; on the other hand the features of small-
and medium-sized enterprises may be identified in them. Micro and small enter-
prises, which are mainly family enterprises, account for a part of the limited liabil-
ity companies and for nearly the total of the other legal forms (overwhelmingly
limited partnerships). Though, as a result of their small size, the proportion of other
enterprises in sales, assets and tax revenues is only some percent, their role is
highly significant in employment: a slowly increasing part of the total average sta-
tistical headcount reported by the enterprises of the database was employed by
them (14 percent (altogether 296 thousand persons) in 2007). Likewise, 43 thou-
sand enterprises with “0” person (self employed persons) operated in Hungary, to-
gether with which the number of employees could be significantly above 350 thou-
sand.

The structural change of limited liability companies — namely a shift from smaller
enterprises to larger ones, which was showed by an increase in the performance of
exports — is reflected by the changes in both total and export turnover. This sector
accounted for 56 percent of export sales in 1995 and for nearly three-fourths of them
in 2000. As its reverse side, joint-stock companies, cooperatives and other legal
forms (limited partnerships) fell back in production of sales revenue.

Among forms of management, which also reflect partly the size of enterprises,
there is a characteristic difference between fixed and current assets: joint-stock com-
panies comprising rather larger companies have significantly larger share of fixed as-
sets than that of current assets. However, limited liability companies, limited partner-
ships and cooperatives account for a larger share of current assets.

Similarly to assets, there are also typical dissimilarities among different legal
forms concerning liabilities: the involvement of external resources features limited
liability companies and limited partnerships, while own resources are of primary im-
portance at joint-stock companies and cooperatives.

1.4. The size of enterprises, the degree of organizational decentralization

A natural corollary to the hierarchical economic organization is the concentration
of assets, labour, inputs and outputs, whose “carriers” were formerly the state com-
panies. In 1989, this legal form had more than four-fifths of fixed assets and more
than two-thirds of employees. In the subsequent two years, a significant part of these
companies was transformed into joint-stock companies and a smaller part of them
into limited liability companies. At that time, the other ideological pillar of the pre-
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vious system, the cooperatives showed only a smaller decrease, primarily in the
number of employees.

The significant fall in the asset concentration of enterprises is indicated by the
stock of fixed assets per enterprise as well as by the number of employed persons per
enterprise. The change was extremely rapid: the average asset value and headcount
was HUF 206 million and 222 persons in 1989 against the respective values of HUF
76 million and 60 persons of 1991 owing to the growth in the number of enterprises
without legal entity. Nevertheless, the average asset values of corporations and lim-
ited liability companies remained nearly unchanged, while those of joint-stock com-
panies significantly increased. The radical decrease in the number of employees took
place primarily at corporations, secondarily at cooperatives.

Between 1992 and 2007, the number of partnerships increased three-fold, their
GDP output at current prices grew ten-fold, but the number of persons employed by
them slightly decreased. Consequently, concerning employee numbers, the size of an
average enterprise lessened from 21 persons to its third.

As for partnerships, the average balance sheet total per enterprise at current prices
increased 6.3-fold, while the number of enterprises following the “foundation boom”
increased by only seventy percent, which resulted in a 3.7-fold growth in the asset
value per enterprise. Of assets, the value of current assets per enterprise indicated the
most rapid increase.

Of fixed assets per partnership, “Plant and Machinery” rose most quickly (2.6-fold),
but there was no considerable difference among single types: average “Tangible assets”
per enterprise increased 2.56-fold, “Land and buildings™ 2.45-fold.

The reduction in the average enterprise size experienced in the first half of the 1990s
continued at a lower rate. It is apparent in the changes of the average wealth/reserves on
the resources side: between 1995 and 2007 the called up share capital per enterprise
grew by only 27 percent, which is a significant decrease in real terms. Lagging behind
the 3.7-fold increase of assets, the rise of average capital and reserves per enterprise was
three-fold. These two show a growth of the average indebtedness of enterprises and that
of the average size of their short- and long-term liabilities.

2. The characteristic differences of enterprises
by domestic and foreign owners

Between 1995 and 2007, the number of those enterprises, which were included in
the database and filed a corporate tax return, grew by 70 percent. While the propor-
tion of wholly domestic-owned enterprises increased by six percentage points during
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this period, there was no change in that of the wholly foreign-owned ones. Thus, the
numerical proportion of enterprises with mixed ownership significantly decreased,
and “other associated enterprises” (0—25 percent foreign share in the founders’ as-
sets) essentially disappeared.” So enterprises became polarised: they are either
wholly domestic- or wholly foreign-owned enterprises, the proportion of “mixed”
types is negligible.

As for the average statistical staff reported by enterprises, other proportions are
typical compared with the previous ones: the wholly domestic-owned enterprises ac-
counted for around three-fourths of the total number of employees in the observed
twelve years. The number of employees of other associated enterprises and partner-
ships showed a 75 percent decrease, while the proportion of persons employed by
subsidiary companies and wholly foreign-owned enterprises significantly grew, one
out of every four employees — a total of 360 thousand persons — was employed by
these enterprises in 2007. Thus, polarisation in employment increased too: foreign
subsidiaries and wholly domestic-owned enterprises accounted for nearly the total of
the headcount in 1:3 ratio.

Compared to the previous ones, the structure of capital and reserves differ in
every detail: the proportion of wholly domestic-owned enterprises decreased by one-
third over the observed twelve years and did not reach the half (40%) of the total
capital and reserves at the end of the period. Together with the other associated en-
terprises, it accounted for a value of only 44 percent. The combined proportion of
wholly foreign-owned enterprises as well as subsidiary companies was 54 percent of
capital and reserves, thus, foreign subsidiaries representing seven percent of all en-
terprises had the majority of capital and reserves and together with the associated en-
terprises a combined total of 58 percent.

In 1995 and 2000, the ownership ratios showed essentially the same values for
called up share capital as for capital and reserves. However, there was a significant
deviation in 2007: the share of wholly domestic-owned enterprises decreased at

* Distinctly from the practice of HCSO, the content of the categories used in analyzing foreign and
domestic enterprises were determined according to the Act C. of 2000 on Accounting. Its Section 3; Subsection
2 sets out definitions based on the size of ownership shares, naturally irrespective of the owner’s nationality.
Starting from and slightly breaking down these definitions, hereinafter the following concepts are used: 1.
Wholly domestic-owned enterprise: the proportion of foreign called up share capital is zero percent. 2. Other
associated enterprise: the proportion of foreign called up share capital is higher than zero percent, but smaller
than twenty percent. 3. Associated enterprise: the proportion of foreign called up share capital is higher than or
equal to twenty percent, but it is lower than or equal to fifty percent. 4. Subsidiary company: the proportion of
foreign called up share capital is higher than fifty, but lower than one hundred percent. 5. Wholly foreign-owned
enterprise: the proportion of foreign called up share capital is one hundred percent.

The referred Act does not use the first and last categories, they were created according to the previously
specified aspects of this study. Our analysis shows that the separation of associated enterprises, subsidiary com-
panies and wholly foreign-owned enterprises is of negligible importance, the economy is polarizing at the two
ends named as “wholly”.
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half the rate as that of capital and reserves, that is, domestic owners had exactly the
half of the total called up share capital, while solely foreign owners and their sub-
sidiaries possessed 45 percent. It should be noted that associated enterprises played
a much greater role in terms of capital and reserves and called up share capital than
in terms of the number of enterprises or the number of employees in 1995. By the
middle—end of the period, the significance of these enterprises became marginal;
they became wholly foreign-owned presumably in the course of privatisation or
with buyouts.

The original source of asset accumulation is the retained earnings/consolidated
profit remaining after paying tax and disbursing capital income (dividends), which is
indicated by an increase of other reserves in the course of years. Therefore, its
growth depends on two factors: how much profit the enterprise has after taxes and
how much dividend is paid and assets are accumulated.

In 1997, both majority-domestic- and majority-foreign-owned enterprises ac-
counted for half of the retained earnings/consolidated profit shown that was modified
to 40:60 by 2000 and to 43:57 by 2007. At the same time, the ratios regarding major-
ity-foreign-owned enterprises changed significantly: the share of wholly foreign-
owned enterprises was three-times higher than that of subsidiaries in 2000, but these
ratios were clearly reversed by 2007.

Profit or loss is the sum of incomes minus costs, expenses, tax liabilities and
dividends. Total turnover (net sales) is the aggregate of domestic and export turn-
over. Domestic turnover of majority-domestic-owned and majority-foreign-owned
enterprises was modified from the 3:1 rate of 1995 to the 2:1 rate of 2000, that is to
say, exports played a significantly larger role in changes of the revenues of enter-
prises. (In the following years, there was no change in the latter ratio.)

An average 40-50 percent of dividends are paid to foreign companies, 30-35 per-
cent to domestic private entities and around 20 percent to domestic companies. The
share of foreign private individuals (excluding some years when dividends were paid
in an order of hundred billions) on average was very small compared with that of the
others.

In 1995, there was hardly any identifiable difference between wholly domestic-
owned and wholly foreign-owned companies in terms of the composition by the
number of employees: respectively 91 and 89 percent operated with 0—10 persons
and 99 percent of them with maximum 300 persons. The number of domestic enter-
prises employing over 1 000 persons was 106, while a total of a dozen such enter-
prises were in foreign ownership.

In 2007, there were larger and more essential differences: the wholly domestic-
owned enterprises showed no change by size, but among wholly foreign-owned
companies, the number of enterprises with more than fifty employees increased sig-
nificantly. The number of domestic-owned enterprises with over one thousand per-
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sons decreased to 63, while that of foreign-owned ones grew nearly four-fold to 47.
It is clear from the foregoing that foreign-owned enterprises (that are subject to cor-
poration tax in Hungary) have a more evenly balanced structure by enterprise size
than wholly domestic-owned enterprises.

Table 2 shows the number of employees and GDP output of all enterprises and
those of the foreign-owned ones (foreign-owned enterprises and subsidiaries to-
gether) by complex size categories.

Table 2
Enterprises in Hungary by enterprise size, 2006

Denomination Number of em- Proportion GD? ) Proportion

ployees (percent) (HUF million) (percent)
Large enterprises 814 509 34.7 6 287 809 50.6
— of this, foreign-owned 364 284 65.1 4302 057 67.5
Medium enterprises 485721 20.7 2299 695 18.5
— of this, foreign-owned 117 329 21.0 1014 366 15.9
Small enterprises 519076 22.1 1918 403 15.4
— of this, foreign-owned 51502 9.2 461 162 7.2
Micro enterprises 526 886 22.5 1926 687 15.5
— of this, foreign-owned 26 553 4.7 597 462 9.4
Total 2346 192 100.0 12 432 593 100.0
— of this foreign-owned 559 668 100.0 6 375 047 100.0

Source: ECOSTAT database.

These data clearly indicates a close link between enterprise size and foreign own-
ership: foreign ownership is especially typical of bigger enterprises. Furthermore, in
the referred year, the foreign-owned enterprises and subsidiaries accounted for a
fourth of the employees of all undertakings and for half of their GDP. Thus, the GDP
per employee figure of foreign-owned enterprises was two-times higher than that of
all enterprises.

3. The degree of export concentration in Hungary

Between 1995 and 2007, there were significant changes in the distribution of ex-
port turnover. In the middle of the 1990s, the majority-foreign-owned enterprises
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gave nearly half, the wholly foreign-owned ones 28 percent, while subsidiary com-
panies 18 percent of it. As a result of a dynamic increase in the export turnover of
majority-foreign-owned enterprises and a moderate growth in that of domestic-
owned ones, wholly foreign-owned enterprises accounted for 59 percent of total sales
in 2000, meanwhile subsidiary companies that showed only a slight decrease for 16
percent. In 2007 the same share of wholly foreign-owned enterprises approximated
two-thirds and that of subsidiary companies exceeded one-eighths, so the majority-
foreign-owned enterprises gave more than three-fourths of the total of export reve-
nues, that is to say, seventy-five out of every one hundred forint. Figure 3 shows the
changes in export revenues.

Figure 3. The export turnover of enterprises by ownership
(HUF billion)
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Source: ECOSTAT database.

One of the peculiarities of the Hungarian export performance is that the foreign-
owned companies account for an overwhelming majority of the sales of partnerships.
Another characteristic is the high level of organizational concentration. According to
an EU research, in the manufacturing industry of Hungary, the top one percent of the
exporting companies gives 77 percent of total export sales. The rate of concentration
in Germany, which holds the second place, is less than sixty percent, while that of
other observed countries is less than fifty percent. In Hungary, the top ten percent of

HUNGARIAN STATISTICAL REVIEW, SPECIAL NUMBER 13



66 PAL BELYO — OTTO SCHMUCK
companies account for almost the total share (96%), the same value is below 90 per-
cent in other countries.’ (See Figure 4.)

Figure 4. The share of exports of top exporters, total manufacturing, 2003
(percent)

100

90 ~

80
70
60 4
50 A

20 4
10 4+

0 T T T T T T
Germany  France UK Italy Hungary  Belgium  Norway

O Top one E Top five M Top ten

Source: MAYER, T. — OTTAVIANO, G [2007]: The Happy Few: New Facts on the Internationalisation of
European Firms. CEPR Policy Insight No 15. Brussels.

The formerly referred analysis identified interactions between openness and export
activity at the level of firms for 14 countries in the European Union. It showed that:

— the size of a country seems to be negatively related to its export
participation rate (EPR). Germany, France, UK, Italy and Spain have
an EPR in the range of 60-75 percent, Sweden, Denmark, Ireland,
Belgium, Austria, and Slovenia in that of 70-90 percent. For the EU as
a whole, the (weighted) export participation rate is 70 percent.

— for the export intensity rate the pattern is similar. The previous
five large EU-countries have export intensity rates of about 30 percent.
In the smaller countries an average firm of the database exports about
50 percent of its production.

¢ COMMISSION OF THE EUROPEAN COMMUNITIES [2008]: Commission Staff Working Document. Accompa-
nying Document to the Communication from the Commission on the European Competitiveness Report 2008.
SEC(2008) 2853. Brussels. pp. 38-39.
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These results are consistent with the fact that large economies are less open.
Firms in small countries have to export or import to benefit from large markets. The
outcomes seem to suggest that higher openness in small countries can be explained
by more exporting firms (higher extensive margin) and by higher export intensity
(intensive margin). The investigations also found evidence that the extensive margin
(number of firms exporting) is more important than the intensive margin (average
exports per firm). (See Footnote 6.)

Although Hungary belongs to the group of small and open EU countries, it does
not correspond to the others with respect to extensive and intensive margins: among
the 14 economies analyzed, Hungary had the third lowest EPR (48 percent) in 2007
after the UK and Norway, meanwhile EPR of Sweden, Slovenia and Belgium was
83, 81 and 80 percent, respectively. (See Footnote 6.)

Finally, it is necessary to highlight a very important conclusion of the referred
working document on the relation between innovation efforts and export behaviour:
the empirical analysis of firms shows a significant and sizeable innovation premium
— exporters have five times more sales of new or improved products than non-
exporters. (See Appendix.)

Figure 5. The proportion of export turnover to total turnover, 1995-2007
(percent)
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Source: ECOSTAT database.

Analysing the ECOSTAT database, we are able to outline the level of concentra-
tion in Hungarian exports not only for manufacturing but for a wider sphere (for the
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total sector of corporate ventures). For 2007 the database included 328 243 enter-
prises without those belonging to the “J” (financial) branch. The covered undertak-
ings accounted for a total turnover of HUF 62 913 billion, from which HUF 17 609
billion derived from exports (28 percent). Export turnover per total turnover showed
an increasing trend over the last fifteen years with an around two-fold increase in the
average rate. The output of the wholly domestic-owned enterprises didn’t change,
while the production of the foreign-owned ones increased from 29 to 50 percent.
(See Figure 5.)

Out of 328 243 enterprises, only 24 700 (7.5%) generated revenues from export
activity. Against this low rate, they employed 953.5 thousand (44%) of a total of
2 170 thousand employees of enterprises. In 2007, exporters accounted for 41 per-
cent of the total capital stock and for 55 percent of total owners’ equity (capital stock
plus retained earnings).

Table 3
The concentration of the Hungarian export activity
Denomination Numberof | Employee | it | yover | equiy | cquiy
enterprises | (thousand) | 5 yittion) | (HUF billion)| (HUF billion) |(HUF billion)
TOP 10 10 41 6 149 7 857 3543 317
Share from exporters (percent) 0.04 43 349 18.8 234 8.4
TOP 25 25 70 8351 10 649 4673 555
Share from exporters (percent) 0.10 7.4 47.4 25.5 30.8 14.6
TOP 50 50 164 9910 13 003 5400 644
Share from exporters (percent) 0.20 17,2 56.3 31.2 35.6 17.0
TOP 100 100 133 11444 15 891 6213 923
Share from exporters (percent) 0.41 139 65.0 38.1 40.9 24.4
Exporters together 24701 954 17 609 41726 15173 3788
Share from all (percent) 7.5 439 100.0 92.1 54.8 40.6
All together 328 243 2170 17 609 45304 27 699 9321

Source: ECOSTAT database.

Data of Table 4 show that the top 10—-100 exporters’ share from stockholder’s eq-
uity is much larger than from owner’s equity. The same is also true — although to a
lesser extent — for all exporters, which underlines the fact that exporters have a sub-
stantially better ability to accumulate capital than non-exporters do.

*
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In summary, examining enterprises subject to corporation tax by owners, the fol-
lowing conclusions can be drawn.

Until 2000, the changes were of great importance, the structural transformations
were significant. Then the internal structure seemed “to settle down” and currently,
no changes of a scale similar to that of the past period may be anticipated.

Micro and small enterprises account for an overwhelming proportion of enter-
prises, which is not due to organic development. Foreign-owned enterprises that are
subject to corporation tax in Hungary show a more evenly balanced micro, small,
medium and large enterprise structure by enterprise size than the wholly domestic-
owned enterprises.

The wholly foreign-owned enterprises play a primary role especially in the larger
enterprise categories (of over one thousand persons).

Domestic- and foreign-owned enterprises have become polarised: as time went by
both wholly domestic-owned and wholly foreign-owned enterprises gained a greater
importance, while the proportion of mixed enterprises — that had been established
based on the foreign partner’s (frequently a relative’s) contribution in kind and the
Hungarian partner’s labour force at the beginning of the period (following 1989), in
the era of “garage capitalism” — decreased.

Domestic- and foreign-owned enterprises show characteristic differences in their
ability to accumulate capital as well as in their opportunities and endeavours. For-
eign-owned companies represent much greater power in reinvesting profit after tax
than the domestic-owned ones, so an ever increasing proportion of wealth accumu-
lated in this way is concentrated in the hands of foreign owners. This process has
both bright and dark sides: the foreigners’ capital accumulation on the one hand in-
creases national wealth and enhances the owners’ attachment to the country; on the
other hand it increases the risk since a possible withdrawal of foreign capital is ac-
companied by ever-increasing wealth and labour movements. The domestic micro-,
small- and medium-sized enterprises — whose significant part was established under
constraint without entrepreneurial experiences in the period of “garage capitalism”
and suffered from the lack of capital — practically used up their profits and had no re-
sources to accumulate capital, so they were not able to move up into higher catego-
ries. This partly resulted from the high level of taxes and contributions, which cre-
ated extraordinary capital recovery requirements for enterprises.

Foreign-owned enterprises and subsidiaries increased their role in Hungarian exports
to the greatest extent; thus, in this respect, the country’s economy became absolutely
dependent on the performance of these multinational companies in the analyzed enter-
prise population. Consequently, in a combined way, the Hungarian export performance
finally showed two main characteristics: the foreign-owned companies generated an
overwhelming part of the export revenues of enterprises, which was accompanied by an
outstandingly high degree of organizational concentration in a European context.
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In the observed period, the wholly foreign-owned enterprises were a driving force
concerning GDP output, so at the end of the period, the domestic and foreign-owned
enterprises both produced half of the GDP of those ventures involved into the analysis.

Polarisation by domestic and foreign owners as well as the fact that foreign-
owned enterprises account for an increasing share in Hungarian exports have a det-
rimental influence on the domestic competitiveness of small and medium enterprises.
Owing to the low-level participation of these latter in exports, there is no ,,learning-
by-exporting” effect’, reduction of X-inefficiency® or export market stimulated inno-
vation and productivity.

Appendix

The “Observatory of European SMEs” survey (The Gallup Organization [2007]) contains in-
formation on the percent of sales generated by new or significantly improved products or services
for each firm. This percentage can be used as an indicator of the firm's innovation efforts, which is
run against export variables: an export dummy (whether or not the firm exports) and an export in-
tensity dummy (ratio of exports to total sales). Using the export dummy, the results show that ex-
porters are more innovative and have five times more sales of new or improved products. When
export intensity is used, the innovation premium is even higher. The additional empirical analysis
also showed that the innovation indicator is positively related to the proportion of imported inputs.

Export innovation premium (OLS regressions)

2005 2006

Denomination

Export dummy

Export intensity

Export dummy

Export intensity

Export variable (B) 5.43%** 10.75%%* 5.28%** 8.4 ***
(0.77) (1.42) (0.78) (1.53)
Observations 3,617 3,613 3,69 3,69

Note. Constant term and control variables (country, sector and size class) were not reported. Standard er-
rors in brackets: * significant at 10 percent; ** significant at 5 percent; *** significant at 1 percent.
Source: The Gallup Organization [2007]: Observatory of European SMEs. Technical and Evaluation Re-

port.

Flash  Eurobarometer

196.

http://ec.europa.eu/enterprise/enterprise_policy/analysis/doc/2007/04

_technical report.pdf; Commission of the European Communities [2008]: Commission Staff Working Docu-
ment. Accompanying Document to the Communication from the Commission on the European Competitiveness
Report 2008. SEC(2008) 2853. Brussels. pp. 42—43.

7 Learning-by-exporting effect: firms participating in foreign markets are exposed to the best-practice tech-
nology and receive knowledge and information about processes and products.
§ X-inefficiency: the difference between efficient behaviour of firms assumed or implied by economic the-
ory and their observed behaviour in practice.
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In the present paper two important factors of the
business survey activity are examined: the behaviour
of responding companies and the need of end-users. In
order to learn more about these two topics, two special
surveys were conducted. The first one was carried out
among non-responding firms, while the other ad-hoc
survey gave a picture on the opinion and the needs of
the consumers of survey figures. The authors focus on
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Business surveys have been conducted in the economically developed part of
the world for decades. In the East-Central European region, this method of informa-
tion collection was adopted in the early 1990s. In Hungary, business surveys are
popular among economists using primary research methods. The GKI Economic Re-
search Company (hereinafter GKI) has been carrying out monthly surveys in the
manufacturing industry, retail trade and the construction sector since 1996 and in the
service sector since 1998. As well as GKI, several other institutes conduct this type
of survey, such as Ecostat Government Institute for Strategic Research of Economy
and Society, Kopint-Tarki Institute for Economic Research Ltd. and Hungarian
Chamber of Commerce and Industry.

The essence of this method is that company managers are regularly approached to
complete short questionnaires that can be filled out easily, without the mediation of an
interviewer (whether in person or via telephone). The questions usually do not pertain to
quantified information, but an evaluation of current and expected situations. The as-
sessments and expectations are measured on a scale with three grades (managers may
evaluate the level of inventories as high, average or low compared to the normal sea-
son). The non-quantified answers given to the questions can be transformed into quanti-
fied results. The responses received can be summarised easily and quickly, and any un-
realistic answers from individual companies do not cause much harm, in contrast to the
official collection of statistical figures. Following the arrival of responses, survey results
can be published within a short period of time." From the averages of the responses
given to the questions, business confidence indices can be produced. They are suitable
for compressing the sentiment of producers or service providers into single numbers.

In the field of business surveys, two distinct schools have emerged. The first school
regards purchasing practices and their changes among industrial companies as the fac-
tor characterising the business cycle most adequately. Consequently, the representa-
tives of this approach visit the purchasing managers of companies with their question-
naires, and the purchasing manager indices are compiled from their responses. This
method is mainly popular in the US but it has become accepted in Europe as well (for
example it is used by the Hungarian Association of Logistics, Purchase and Inventory).
The second school focuses on the responses of executive managers of companies. Its
surveys contain questions to evaluate the general state of the business and the perspec-
tives of production (service), sales, inventories, employment, etc. This research method
is generally used in Western Europe, and also in the transition countries of Central and

"1t is important to note that GKI publishes its industrial confidence index two months before the official
figures of the Hungarian Central Statistical Office are released.
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Eastern Europe. In the EU member states, industrial surveys have the most significant
traditions, although surveys have been conducted in the construction, retail trade and
service sectors as well for several decades. These EU-commissioned surveys are co-
ordinated by the Directorate General for Economic and Monetary Affairs of the Euro-
pean Commission. GKI is the Hungarian participant of this project.

Business survey activity has two important social aspects: it needs responses from
the companies to compute the survey results and these figures must be logical and un-
derstandable to their readership, to the end-users. In this paper — on the basis of ad-hoc
surveys — the most relevant features of the “input” and “output” sides are examined.

Since responding to business surveys is not compulsory in Hungary, their conduct
is impossible without the participation of a representative sample of companies.
When this occurs, researchers are unable to evaluate the responses properly. There-
fore it is very important to review respondent behaviour from time to time, and for
this reason, GKI also conducted a special survey to explore the respondents’ inten-
tions, motivations and behaviour patterns as was mentioned before.

In recent years, the number of economic information sources and the quantity of pub-
lished information has increased throughout the world, including in Hungary. “Consum-
ers” of economic information can now choose from a great variety. It is also possible to
obtain a great range of empirical results using different methods. In that situation, what
can we say about the end-users? Are business survey results really important to them? If
one day we ceased publishing the results, would anyone take notice?” In order to get in-
formation about end-user habits and practices, GKI undertook a second ad-hoc survey
with the aim of reviewing the opportunities for achieving better synchronicity between
survey makers and the “consumers” of survey results. This included an online survey
among participant companies of business surveys, organised interviews with representa-
tives of governmental bodies and professional public, and also a media observation. On
the basis of these surveys and interviews, the present study describes the opinions and at-
titudes of various end-user groups concerning Hungarian and international survey results.

1. Respondents and non-respondents

GKI approaches 5 200 companies (1 300 firms per sector) with legal status.’ The
basic forms of surveys are questionnaires, which are sent to the firms by post. In

? These worrying questions have occurred to other people, too. The European Commission has ordered an
external evaluation of the Joint Harmonised EU Programme of Business and Consumer Surveys. In addition to
other issues, the resulting evaluation focused on the social effects of surveying and the needs of end-users. In
2007, the OECD conducted a special survey on the dissemination practices of member states.

* The detailed description of survey activities in Europe can be found on the next homepage:
http://ec.europa.eu/economy_finance/db_indicators/surveys9179_en.htm
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2006, the possibility of online responding was offered as well. Since then a special
area on the homepage of GKI can be reached to respond to business survey question-
naires.* On the basis of the average of 2001-2007, the response rate is the highest in
the industrial sector (23—27 percent) and the lowest in the service and construction
sectors (1622 percent). These rates are significantly lower than the average of the
EU (about 70 percent) and that of most European countries.” The Hungarian figures
are similar to the response rates experienced in Greece. The low propensity to re-
spond is in line with the Hungarian “habits”. Other institutes conducting business
surveys in Hungary have to face the same low response rate as well.

The responses received from business surveys are sufficiently representative in
sectoral and regional terms, that is to say, the sectoral and the regional structure of
the Hungarian economy does not differ significantly from the proportions of the
sample. Nevertheless, this is not true for the size structure: small companies are less
willing to provide information about themselves (so, they are generally underrepre-
sented) than medium-sized and larger ones. As regards validity of research results, it
is not necessarily negative since medium-sized and large companies are key in most
segments of the Hungarian economy. The homogeneity of response samples is satis-
factory also in terms of both company size and sectoral structure. This means that the
internal structure of the samples shows a high degree of stability and therefore, when
interpreting the results, it is not necessary to pay attention to effects related to
changes in the sample structure. (The subdivisions of the corporate sector are more
heterogeneous. In this field the requirements of the European Union are not too
stringent; more emphasis is laid on stability than on representativeness. This ap-
proach is justified by the diversity of member states in terms of their economic struc-
ture, economic development level and size.)

An ad-hoc survey was conducted in order to explore the main features of respon-
dents. The aims of this special survey were to learn more about responding behaviour
and to obtain information on the background of non-response. From about 1 000
non-respondents of the industry and service surveys, 150-150 firms were approached
by phone interviews. The random selection of the interviewees was ensured. The re-
sponse rate of the survey was about 70 percent, as a result of the implemented
method. Naturally, there are “hard core” non-respondents who refuse all invitations
to data collection. It is very difficult to get any information about this group, and
thus, the ad-hoc survey was not capable of learning more about them either. Never-
theless, on the basis of the results of phone interviews, it may be concluded that they
consist of a relatively small number of managers. (See the figures of the “never” row
in Table 2.)

* However, integrating modern IT tools into the process has not increased the propensity to respond.
* In most European countries, responding to government-sponsored business surveys is compulsory. This is
not the case in Hungary.
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Table 1
Position of respondents
(percent)
Number of employees Industrial Service Total
Position of the respondent N:228
20 21-50 51-250 251- companies
Executive 83 70 55 61 76 65 70
Production, sales manager - 3 8 4 5 1 3
Other middle manager 17 19 26 35 16 28 22
Employee — 5 11 — 2 5 4
Whoever has enough time - 3 - - 1 1
Total 100 100 100 100 100 100 100

As Table 1 shows, it is mostly an executive who takes part in the business ten-
dency surveys within the company. This refers to a high reliability level of the an-
swers, even if we take into account that the respondents sometimes reflect the com-
pany’s “official” position in their answers rather than giving their personal opinions.

Table 2
Breakdown of respondents by the frequency to answer the questionnaire
(percent)
Number of employees Industrial | Service
Frequency to answer the questionnaire Total
-20 21-50 | 51-250 251- companies

Usually 62 57 53 65 44 68 56
Sometimes 36 35 32 35 43 27 35
Never 2 8 15 - 13 5 9
Total 100 100 100 100 100 100 100

According to our ad-hoc survey, the presumed response ratio is much higher in
services than in industry and slightly higher in small and large companies than in
medium ones. Furthermore, the response ratio increases from West to East within the
country. In light of the actual response rate, small service companies state that they
answer the questionnaire more frequently than they actually do.

There are many explanations why companies did not answer postal or online
questionnaires. Losing the questionnaire, forgetting to answer and considering ques-
tions as relating to confidential information are reasons that randomly appear in the
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sample and they usually do not have a substantial impact on the final statements of
the survey. Other reasons for non-response can bias the results (sometimes ex-
tremely). For example, such situations occur when dominant companies in a sector
hide their intentions, or when companies in an unfavourable business situation are
afraid of losing their reputation by answering our questions, even though potential

respondents are assured of the confidentiality of their answers.

In the telephone interview we also asked about the possible causes of occasional
non-responses. The results are depicted in Figure 1.

Figure 1. Share of respondents by the possible causes of occasional non-response

(percent)
Lack of time
Absence of the usual
respondent
The stated questions
cover confidental areas
Too many surveys to
respond to all
Business problems
0 20 40 60 80 100
Table 3
Share of respondents by the possible causes of occasional non-response*
(percent)
Number of employees Industrial | Service
Cause of non-response Total**
-20 21-50 | 51-250 251- companies

Lack of time 92 92 95 81 90 84 87
Absence of the usual respondent 15 8 14 12 25 11 18
The stated questions cover confidential areas 4 17 14 - 15 22 18
Too many surveys to respond to all 12 17 14 25 16 16 16
Business problems 4 8 9 - 7 6 6

* It was possible to give more answers, so the sum of the frequencies can exceed 100.
** Total numbers contain answers of firms with unknown employment figures.
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The most common cause of non-response is the lack of time, which is thought to
modify the results only to a small extent (companies with business problems are few
in number). However, nearly one-fifth of the companies refuse to responding be-
cause of the problem of confidentiality. Fortunately larger companies do trust GKI,
but this only reduces and not eliminates the risks. As the data in Table 3 shows, there
are no large companies that refuse to answer referring to confidentiality.

2. Dissemination process of business survey results

Before presenting the most important results of ad-hoc surveys conducted among
end-users, it is useful to show the most relevant features of GKI’s dissemination ac-
tivity. The following four primary dissemination channels are employed.

1. Monthly reports on sectoral expectations. These are 8—10-page reports containing
a detailed description of the prospects of the various economic sectors (industry, con-
struction industry, retail trade and the service sector). They include a short summary,
the description of survey characteristics, detailed survey data, descriptive interpretation
of the results and (if appropriate) statistical information on the particular sector. The
reports include forecasts produced by the GKI on some key economic indicators (for
example GDP-generation, the output of various sectors, inflation, exchange rates, etc.).
The reports are also sent to survey participants (respondents) and to subscribers.

2. Press releases. Two separate press releases are disseminated, one on the results
of the consumer survey and one regarding the GKI economic sentiment index and its
components (consumer and business confidence indices). These are 3—4-page docu-
ments containing charts and data. The sentiment index also includes our prognosis
for the various industries. These releases are available on the GKI website and sent
directly to subscribers of our newsletter (subscription is free of charge). GKI press
releases are regularly published by the Hungarian News Agency Corporation (MTI)
too. The agency usually adds it own comments to the findings. These reports tend to
be shorter than the original GKI press release, focusing on certain parts of the docu-
ment. The MTI reports become the basis of many other pieces of online news ap-
pearing primarily on news sites.

3. Based on the survey results, GKI analysts make regular statements to the me-
dia, especially on radio and in the printed and online business press. In these inter-
views, they try to help the public to understand the survey results and to give an in-
ternational overview.

4. The GKI website contains a “Business cycle research” section where we pub-
lish the detailed database of business and consumer surveys, including both season-
ally adjusted and unadjusted data. It also includes an analysis of the methodological
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aspects of the research that is primarily destined for analysts. This type of publication
is updated on a periodic basis.

3. Evaluations and overviews of end-users

In order to obtain information on the real needs and attitudes of end-users in
Hungary, we conducted a further ad-hoc research. Table 4 summarises the main tar-
get groups of our business tendency surveys and the methods employed.

Table 4

Ad-hoc research in the circle of end users

Target group Method
Participant companies of business surveys Postal questionnaires, online survey
Governmental bodies Personal interviews
Media Media observation
Professional public Online survey and personal interviews

The most important topics of the survey are as follows.

Do end-users get our messages?

Are they interested in the survey results?

Are the dissemination channels effective?

What is the opinion of end-users concerning survey result reports?
What are their suggestions and recommendations?

In the next four subsections, we present the most interesting experiences of this
investigation.
3.1. Responding businesses

In order to examine the attitudes and opinions of businesses (concerning the dis-
semination of survey results), some additional questions were added to the question-

naire sent to regular respondents of our monthly business tendency surveys. The
company’s partners will automatically receive the report once they have returned our
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monthly questionnaire, so it is assumed they are familiar with these reports. Their
opinion is obviously important, as the quality of our reports can affect their willing-
ness to respond. 785 completed responses were received under this survey. The sam-
ple consists of industrial companies (31%) retail trade companies (25%), construc-
tion companies (23%) and businesses operating in the service sector (21%).

Figure 2. Information sources used by companies and their informativeness
(Percent of respondents)

Business press G—

Monthly survey reports of GKI ]

Reports of sectoral associatons, alliances

Hungarian Central Statistical Office data
Professional literature
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Let us first examine the importance, for respondent businesses, of business survey
results amid “a sea of information”. Of the respondents, 44 percent reported that the
GKI’s monthly business tendency surveys (BTS) provided them with regular indus-
try-based information. On the one hand, it means that their majority do not treat our
results as a source of information. On the other hand, however, it certainly shows
that almost half of the firms do. Comparing this rate to that of the other sources
quoted, they are only preceded by one other source in terms of relevance for individ-
ual businesses: 69 percent of respondents reported that they use the business press as
a regular source of information. The press can obviously provide more detailed,
broader and more diversified information on a great many subjects. Under such cir-
cumstances, the 44-percent rating appears to be a relatively good result, especially as
85 percent of the respondents reported that at least one of their employees regularly
viewed these reports. The third and fourth most important information sources are
the reports of trade associations and alliances and the Hungarian Central Statistical
Office.
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Table 5
Information sources used by companies on a regular basis
(Percent of respondents)
Less than 20| 21-50 51-250 | 251-1000 M"lrgot(])‘a“
Information source
employees
Business press 58 72 74 90 88
GKI monthly reports about sectoral expectations | 46 | 46 | 40 | 36 | 12
Reports of sectoral associations, alliances | 33 | 32 | 28 | 41 | 50
HCSO data | 25 | 20 | 30 | st | ss
Professional literature | 27 | 25 | 31 | 49 | 25
Professional conferences, workshops | 22 | 28 | 26 | 44 | 10
Reports and analysis from the Central Bank | 13 | 19 | 29 | 23 | 37
Average number of sources used ‘ 2,2 ‘ 2,5 ‘ 2,6 ‘ 33 ‘ 3,1

Based on the facts discussed formerly, it is concluded that the business survey re-
sults of GKI are considered useful by our regular respondents. Behind the total rates,
there are significant differences among sectors and size groups (based on employee
number). As Table 5 shows, small and medium-sized enterprises find GKI business
survey reports more useful than big companies do. Members of the latter group view
the business press, statistical data, industry and central bank reports, as well as trade
literature to be more relevant for their purposes than business survey reports. This
should not come as a surprise though, as large companies tend to operate in broader
markets than smaller ones. Businesses with a staff of over 1 000 generally have spe-
cialised departments for information collection and analysis. At the same time, small
and medium enterprises have fewer human resources, so they tend to use fewer and
“easier” information sources. Fifteen percent of businesses with less than 20 employ-
ees consider our reports as the single most informative source of information, as op-
posed to businesses of over 1 000 employees, none of which indicated the same. One
fifth of businesses specializing in construction treat GKI reports as their most infor-
mative source of information. The equivalent rate is 7 percent for both the industrial
and retail sectors, while 12 percent of all service-geared businesses rated the GKI as
their top choice for information.

The picture differs again as far as the informative nature of the various data
sources is concerned. While the GKI’s sector-based monthly survey reports lag be-
hind the business press and the reports of sectoral associations and alliances in terms
of informativeness, businesses use GKI-information more often than studies pub-
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lished by other organisations and institutes. Next, we examined the utilisation of sur-
vey reports by the responding companies. In order to analyse this, they were first
asked about the number of their employees following the survey reports on a regular
basis. It was found that while in most cases (72%) at least two employees read our
studies with some regularity, more than four persons were reported by 7 percent of
respondents. A higher number of readers are reported in particular by companies of
over 250 employees (the average value of the sample is close to 5). The monthly re-
ports issued by GKI tend to be read mostly by senior (84%) and mid-level managers
(38%).

Respondents were also asked to rate the GKI business surveys on a scale of 1
(poorest) to 5 (best) for clarity, relevance and novelty. There were significant differ-
ences in the judgement of these factors. We received the best average rating (4.4) for
clarity. According to our respondents, the surveys are highly understandable: 92 per-
cent of businesses consider that they are good or excellent from that respect. Our re-
ports on industry tend to be slightly less intelligible, however. That is probably be-
cause most industrial sectors are considered in these reports so industry reports are
lengthier compared to those on other economic sectors.

Finally, we asked our respondents about the extent to which their personal expec-
tations are similar to the expectation summaries published in monthly survey reports.
Of them, 91 percent responded that the published results are, on the whole, similar to
their own expectations. The ratings of construction-industry businesses exceeded the
average: 95 percent of them reported that the results are, in most cases at least, simi-
lar to their own expectations. It was found that the larger the company, the less it
would find BTS results a true indicator of their own perceptions.

3.2. Government bodies

In Hungary, two main government organisations responsible for the various as-
pects of economic policy are the Central Bank and the Hungarian Ministry of Fi-
nance. Both are regular users of the results of GKI’s business surveys. In order to ex-
amine their opinion and attitudes vis-a-vis the dissemination of survey results, we in-
terviewed the representatives of these institutions. Our main experiences are set out
in the following.

At the Central Bank, the business and consumer survey results from GKI are read
on a regular basis. This institution provides financial support to our research. At the
Central Bank, our dataset is not adopted for regular (modelling) calculations but is
taken into account for various purposes. Survey results are used as a tool to obtain in-
formation on business cycles, and they are normally downloaded from the website
and/or directly ordered from GKI.
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The survey indicators from GKI are regularly featured in two central bank publi-
cations available at the Central Bank website:

Each month, the Central Bank publishes a “Chart-pack” on recent
economic and financial market trends, which is a sort of economic re-
view. These publications regularly show the re-weighted version of the
consumer confidence index.’

The quarterly “Report on Inflation” series contain consumer and
sectoral business confidence indices. In addition, the Central Bank also
publishes data concerning capacity-utilisation in the industrial sector.

The Central Bank regularly takes into account and issues the business climate in-
dices of IFO (Institute of Economic Research, Germany) and the European Union
(European Commission — Euro Area Business Climate Indicator (EABCI)).

Experts of the Central Bank are generally satisfied with the dissemination process
(accessibility, actuality and the method of dissemination) as well as with the content
of GKI analyses, which are mostly reported to live up to their requirements.

Analysts at the Ministry of Finance regularly follow the GKI results with atten-
tion. GKI survey results appear each quarter in the Quarterly Monitoring Report of
the Ministry. The reports include a description and even a graph on the evaluation of
the Hungarian and European Union indices. Experts in the Ministry of Finance use
GKI’s business and consumer results because they find them one of the most reliable
ones available in Hungary, they excel in assessing the prospects and attitudes of busi-
nesses and Hungarian consumers. However, the organization cannot rely on GKI re-
ports alone. While they consider our construction-industry analyses to be the most
useful one, they point out that the indices pertaining to other sectors are only appro-
priate for the assessment of the current situation rather than for future forecasts.
Apart from the confidence indices, they use and publish the limits-to-production fac-
tors in the construction industry.

Strengths of the survey include up-to-dateness and its relatively long historic data
series, two aspects clearly quite important for analysts. Among the drawbacks, they
mention the relatively low rate of response compared to the IFO surveys. While the
analysts receive the results mostly through the web, rather than directly from the GKI
site, they download international data series from the European Commission website.
In addition to the Hungarian IFO survey results, EU aggregate data series are nor-
mally also analysed at the Hungarian Ministry of Finance. The main information
sources used for economic forecasting include the Hungarian Central Statistical Of-

¢ The re-weighted consumer confidence index takes into account GKI survey sub-indices of the highest
correlation with the time series of household consumption expenditure. For more details see Vadas [2001].
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fice, the Central Bank, the Hungarian and international literature, and finally the Eu-
rostat and the OECD. The latter two are considered to be the most reliable sources
according to the answers.

In Hungary only a small group of analysts are deeply interested in the data se-
ries concerning economic expectations. These experts, however, are familiar with
the survey results and methodology, regardless of the dissemination process.
Anyone wishing to increase the popularity of the surveys in Hungary therefore
faces a challenge. Further improvements in terms of online dissemination were
suggested, and up-to-date and international data would be welcome on the GKI’s
homepage.

3.3. Media

Although the GKI has its “own” distribution channels (e-mail newsletters and re-
ports sent to respondents), it is obvious that without the help of the media, the dis-
semination process of survey results cannot be really effective. While the media
represents a great potential, it can certainly cause problems, too.

Its first and most important requirement is accuracy. Besides, we have taken into
consideration other aspects in the publication of the BTS results in order to reach a
wider audience. The interest factor and the clarity of information are also key ele-
ments in this process. However, accuracy and interest sometimes get into conflict.
This will typically occur in the following situations.

Changes in trends are often too small or are within the margin of error. Unchang-
ing trends are less interesting to the media and are less likely to attract readers’ atten-
tion.

Monthly fluctuation sometimes contradicts long-term average trends. When
communicating the results, one has to decide whether a change in trends is a real
turning point or just temporary.

There is a strong demand for publishing regional data for the regional press. Re-
sults, however, are inaccurate at that level of Hungary due to the small sample. De-
spite the existence of considerable demand, we gave up publishing regional data
concerning the consumption confidence index after a few years.

Some of the studies emphasise advantageous or disadvantageous trends based on
their authors’ political views rather than on the basis of objective economic proc-
esses.

In the GKI publications of business and consumer survey results, new trends are
often highlighted in the headline (for example the index has reached a record peak
for the year; however, it is still below the value of two years ago) in order to attract
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more media interest. Within the main body of the text, however, every effort is made
to provide balanced information and put the data into context.

Table 6

Hungarian business and consumer survey results in the Hungarian media by source organisation
(Percent of respondents)

Source Written Media Radio and TV
GKI (Business and Consumer Tendency Survey)* 56 46
GfK (Hungary Consumer Tendency Surveys)* 21 15
KOPINT-TARKI (Business Tendency Survey)** 5 18
Ecostat (Business Tendency Survey)*** 18 21
Total 100 100

* Monthly data.

** Quarterly data for industry, construction industry and retail trade.
*** Limited survey.

Source: Observer—GKI analyses.

As it was mentioned formerly, GKI press releases are also regularly carried by
MTL

Two major economic dailies are published currently in Hungary. Both regularly
bring out Hungarian business and consumer results. The articles include descriptions
focusing on the novelty of the trends. Most of them lack any graphs yet they some-
times show the long-term trends of the GKI confidence index. Major Hungarian
weekly economic magazines do not publish the survey results due to their short-lived
interest. The reports are sometimes also picked up by the general daily press. In the
latter case, the content and length of the articles tend to depend primarily on their
relative interest compared to concurrent political or economic events.

In general, it can be concluded that the media in Hungary is interested in the
evaluation of companies’ and consumers’ expectations. While they often publish the
results, their interest span tends to be rather short-lived. Journalists do not care about
the methodology, deeper analyses or the understanding of the whole procedure. In
the nineties, when the GKI started the research, we published several studies about
the methodology. Today, experts are familiar with the survey activity of the Euro-
pean Commission and the methodological background, which is not true of journal-
ists.

Some international survey results are also published by the Hungarian press. That
is not surprising, Hungary is a relatively small country with an open economy and
thus, international trends need to be closely observed.
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The composite indices most frequently cited by the Hungarian media focus on the
US economy. The reason is quite obvious, the US is the world’s largest single econ-
omy. Since the outbreak of the sub-prime mortgage crisis, the media has paid more
attention to American data than before. The IFO and ZEW (Centre for European
Economic Research) indices are also popular in the Hungarian press, forasmuch as
Germany is the country’s most important trade partner. Remarkably, however, the
business climate index of the European Union rarely makes it to the news.

Table 7

Publication of foreign composite indices in the Hungarian media, 2007
(Percent of respondents)

Denomination Printed Media| Radio, TV
Germany — IFO 20 13
Germany — ZEW 19 1
USA 30 29
European Union (EABCI) 2 14
Other 29 43
Total 100 100

Source: Observer—GKI analyses.

3.4. Professional public

It has been mentioned formerly that we also tested the trade public through a spe-
cial questionnaire (sent by e-mail attached to our regular newsletter) as well as inter-
views with expert analysts. This sub-section is a summary of the most important
findings revealed by the combination of the two methods.

Nearly all respondents (91%) are interested in receiving the monthly reports from
GKI about business and consumer expectations: 33 and 58 percent, respectively, of
our professional customers pay regular or occasional attention to these reports. While
this may seem rather self-evident, being subscribers to our e-mail newsletter, the lat-
ter is not true of the majority of the interviewed experts who still tend to pay atten-
tion to this type of information.

Our messages get across to the professional public through different channels.
The most important one is our e-mail newsletter (92 percent of respondents receive
information in this way), the Internet is the second most important channel. A major-
ity of respondents view the GKI website (or other sites carrying business news), ei-
ther on a regular or occasional basis (24 and 40 percent respectively). Printed busi-
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ness dailies and radio/television were reported by 25 and 23 percent, in the order
given. Those who pay attention to business and consumer survey results on an occa-
sional basis only reported sourcing information from the electronic media (radio and
television) and the printed press with significantly higher frequency than those who
regularly follow our reports with attention.

Our ad-hoc surveys results reveal that members of the professional public are, in
general, better informed than the participants of our monthly surveys. Respondents in
our business surveys obtain information regularly from 2.5 sources, that is to say the
“average respondent” has reported paying attention to two or three types of informa-
tion sources. The equivalent average value among representatives of the professional
public is almost four.

Almost all members of the latter group regularly read the business press (Internet
or printed). The relevant rate among the responding businesses is 69 percent. How-
ever, there is a bigger difference between these two groups as far as the use of statis-
tical data is concerned: 30 percent of the survey participants use that source of in-
formation, while the equivalent rate among the representatives of the professional
public is 62 percent. A noteworthy correlation exists between the use of statistical
and that of survey data: users of survey data also tend to follow statistical informa-
tion with closer attention than those who do not use survey data.

For the professional public, the forecasts and other studies of GKI are slightly
more popular than reports only containing survey results. The dissemination of sur-
vey results is one of the most important activities of GKI, obviously not the only
one. According to the responses to our ad-hoc survey, this is acknowledged by the
professional public. So, let us summarize the results: for our regular business re-
spondents, GKI’s monthly survey reports are the second on the list of the most im-
portant information sources, whereas they are only fourth on the lists of profes-
sional respondents.

As far as the information value of our survey reports is concerned, there is no rea-
son to be dissatisfied. The professional public seems to have passed a fairly favour-
able judgement. Representatives of this group view our survey result reports as their
third most informative source of information. This opinion is not far from that of our
regular business respondents.

Similarly to the responding businesses, subscribers to our newsletter were also
asked to rate our surveys on a scale of 1 (poorest) to 5 (best) with regard to clarity,
information value and novelty in general. The results are very similar to the summa-
rised ratings of regular business respondents. The clarity of monthly reports received
the best rating: the average mark is 4.3, with some marked differences among the
factors. We received lower ratings for the novelty and relevance of information fac-
tors. Here, the average marks were 3.9 and 4.0 respectively. These latter evaluations
were better than the ratings given by regular business respondents.
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Figure 3. Information sources used by the professional public on a regular basis and their informativeness
(Percent of respondents)
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Figure 4. The composite indices of geographical units paid attention to by professional public
(Percent of respondents)
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Comparing the data in Table 7 and Figure 4 you can evaluate the “supply” and
“demand” of foreign composite indices. The US ranks first in both lists. There is,
however, a significant difference as far as the European Union is concerned. In spite
of the sporadic appearance of the EABCI in the news carried by the Hungarian me-
dia, it is found highly relevant by representatives of the trade public. The indices per-
taining to Germany and the surrounding countries are also regarded as interesting to
Hungarian experts and analysts.
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4. Conclusions

In our paper two important factors of business survey activity were examined: the
behaviour of responding companies and the need of end-users. In order to learn more
about these two topics two special surveys were conducted. The first one was carried
out among non-responding firms. Its most important consequence is that majority of
Hungarian companies do not have any fundamental rejection of business surveys, the
rate of “hard core” non-respond can be estimated nine percent. Sixteen percent of
companies have concerns about the confidentiality of the survey. The other ad-hoc
survey has given a picture about the opinion and the needs of consumers of survey
figures. In Hungary, there are strong competitors to GKI on the survey market, all
fighting for the attention of end-users. This situation is typical not only of Hungary,
as “Business Climate Indicators are less frequently used at the national level, because
they face strong competition from alternative products (EC [2006] pp. 36-37.)”. The
various end-user groups have significantly different requirements. The media are af-
ter “big news” and reports in the press are often superficial. The trade public needs
more detailed data and international comparisons. Survey reports are more relevant
for small and medium-sized firms than for big companies.
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In our conception, the constructions of poverty, relative deprivation and social
exclusion in a society constitute a multivariate structural equations system of latent
variables. The endogenous variables in this hypothetical latent causality structure can
be considered also exogenous in other equations of the path diagram. (See Figure 1.)
The paper suggests a way to estimate and test hypothetical relations among these
constructions with no need to split the society into “the poor” and “the non-poor”
clusters by a strict poverty line. Obviously, the meaning of the latent constructions is
given by their measured manifest variables, which can also be distinguished either
endogenous or exogenous.

1. Conception

The initial conceptual model is described in Figure 1. Considering the path dia-
gram, boxes identify manifest variables, while ovals show latent variables.

{

I_Income

Figure 1. Initial multiple indicator multiple cause model

!

I_Property | | I_Quality of Living |

"

1_Capabilities

Settlement Sex Childcare Dependant

Household | Age || Single parent
benefit

members with
disabilities

Note. The arrow @ stands for a residual latent variable pointing to its own latent variable, and it is
termed EPSILON# in Table 1. The arrow @ marks a set of residual latent variables corresponding to their
own manifest variables but they are not included in Table 1. Manifest variables without a residual variable are
obviously exogenous.
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An arrow between two variables represents a regression coefficient. The main
goal is to estimate and then test these parameters. Especially, a manifest variable ex-
plained by a latent variable is termed “indicator”. An “I " type box with an arrow
pointing to it indicates a set of indicators corresponding to the latent variable con-
nected with. Some indicators are allowed to belong to several I boxes. Furthermore,
each endogenous variable has an error (residual) variable represented by a single ar-
row pointing to it.

Considering the latent part of the model, we define the following constructions.
Firstly, the endogenous variables are:

1. Poverty: the household is living in poverty (for example at the
bottom of the income scale);

2. Deprivation: the household is deprived of several goods there-
fore its members may feel poor compared to the richer ones;

3. Exclusion: the household is excluded from certain socio-
economic functioning.

The only exogenous latent variable is:

4. Family: the family background behind the household (for exam-
ple the extent to which the household is supported by the whole fam-

ily).

Secondly, regarding the manifest variables, the exogenous variables (with their
scale in a square bracket) are:

1. Settlement [capital, large city, city, village]: the type (level) of
the settlement where the household lives;

2. Sex [male, female]: the gender of the head of the household;

3. Childcare benefit [yes, no]: whether the head of the household
receives a childcare benefit (allowance);

4. Dependant(s) [0, 1, 2 or more]: the number of dependants
younger than 25 in the household;

5. Household member(s) with disabilities [yes, no]: whether there
is a permanently sick person in the household;

6. Age [20, 25, 30, 35, 40, 45, 50, 55, 60, 65, 70, 75]: the age class
of the head of the household as defined by the lower bounds;

7. Single parent [yes, no]: single parent with a child or children.
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Finally, the considered endogenous manifest indicators (grouped by their con-
tents) are as follows (as mentioned earlier, “I " stands for “Indicator Set”):

8.1 Income variables:
a) Income per capita: annual per capita income (thousand
HUF);

9. 1 Property variables:
a) Flat HUF: the value of the flat assessed by the head (million
HUF);
b) Flat2 [yes, no]: whether a member of the household owns a
second flat;

10.1 _Quality of living variables:
a) Running water [yes, no]: whether there is running water in
the household;
b) Flat problems: the number of several types of defects ex-
perienced in the flat;
¢) Durables: the number of durables in the household;
d) Environment: qualities of the environment surrounding the
flat;
e) Car_HUF: the value of the car of the household assessed by
the head (million HUF);
f) Car_Km: the annual performance of the car of the household
(thousand kilometres);
g) Public health: the number of household members eligible for
public health service treatment/benefits;

11.1 Capability variables:
a) Education [1, 2,...,13]: the educational attainment of the
head of the household (for example 1 means uncompleted ele-
mentary school, while 13 is for PhD degree);
b) Unemployed household member(s) [0, 1, 2, 3 or more]: the
number of unemployed persons in the household;
¢) Default: The number of the types of earlier unpaid bills;
d) Retired household member(s): The number of pensioners in
the household.

Based on the data of 3 571 Hungarian households of 2003, the corresponding pa-
rameter estimation results (coefficients, standard errors, t-statistics and their prob-
ability significance values) are included in Table 1. According to these results, the
insignificant relations — at 10 percent significance level — are as follows.
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Table 1
Parameter estimation results
Parameter Coefficient |Standard Error t Probability
Structural part of the model
(POVERTY)-1->(DEPRIVATION) —-15.441 0.034 —452.015 0.000
(POVERTY)-2->(EXCLUSION) —0.866 0.036 —23.870 0.000
(DEPRIVATION)-3->(POVERTY) 1.493 0.073 20.442 0.000
(FAMILY)-4->(POVERTY) -0.071 0.044 -1.622 0.105
(EPSILONI1)-5-(EPSILON1) 1.244 0.213 5.847 0.000
(EPSILON2)-6-(EPSILON2) 258.943 0.000
(EPSILON3)-7-(EPSILON3) 0.249 0.062 3.995 0.000
Exogenous manifest part of the model
[Settlement]-8->(POVERTY) -0.331 0.040 -8.290 0.000
[Settlement]-9->(EXCLUSION) 0.034 0.015 2.360 0.018
[Sex]-10->(POVERTY) 0.098 0.068 1.451 0.147
[Childcare benefit]-11->(POVERTY) 0.013 0.070 0.182 0.855
[Childcare benefit]-12->(EXCLUSION) 0.026 0.029 0.910 0.363
[Dependants]-13->(POVERTY) 0.107 0.026 4.033 0.000
[Household member(s) with disabilities]-14->(POVERTY) 0.005 0.061 0.079 0.937
[Age of the head of the household]-15->(POVERTY) -0.018 0.011 -1.624 0.104
[Single parent]-16->(POVERTY) 0.297 0.131 2.261 0.024
Indicator manifest part of the model
(POVERTY)-17->[Running water] —-0.079 0.001 -76.911 0.000
(POVERTY)-18->[Default] 0.022 0.012 1.888 0.059
(POVERTY)-19->[Flat problems] —2.088 0.152 -13.778 0.000
(POVERTY)-20->[Unemployed household member(s)] —0.642 0.093 —6.890 0.000
(POVERTY)-21->[Retired household member(s)] -0.012 0.010 —1.185 0.236
(POVERTY)-22->[Income per capita] 40.312 6.842 5.892 0.000
(DEPRIVATION)-23->[Durables] 0.237 0.071 3.337 0.001
(DEPRIVATION)-24->[Car_HUF] —339.757 25.721 —13.209 0.000
(DEPRIVATION)-25->[Flat HUF] 1.430 0.139 10.293 0.000
(DEPRIVATION)-26->[Flat2] —0.086 0.016 —-5.496 0.000
(DEPRIVATION)-27->[Environment] 0.273 0.021 13.147 0.000
(DEPRIVATION)-28->[Unemployed household member(s)] 0.208 0.023 8.898 0.000
(DEPRIVATION)-29->[Education] —2.830 0.141 —20.094 0.000
(EXCLUSION)-30->[Car_Km] -0.286 0.182 -1.575 0.115
(EXCLUSION)-31->[Public Health] —0.006 0.004 —-1.590 0.112
(EXCLUSION)-32->[Unemployed household member(s)] -0.592 0.089 —6.623 0.000
(EXCLUSION)-33->[Education] -2.167 0.148 —-14.658 0.000
(FAMILY)-34->[Flat2] 0.615 0.008 80.979 0.000
(FAMILY)-35->[Education] -0.140 0.077 —-1.805 0.071

Note: The “-#- wire between two EPSILON# variables indicates covariance, or variance when computed

as a self-covariance.
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In the structural latent part.
1. “Poverty” regressed on “Family background”,

In the exogenous manifest part:

2. “Poverty” regressed on “Sex”’;

3. “Poverty” regressed on “Childcare benefit”;

4. “Poverty” regressed on “Household member(s) with disabilities”;
5. “Poverty” regressed on “Age of the head of the household”;

6. “Exclusion” regressed on “Childcare benefit”;

In the indicator manifest part:

1. “Retired household member(s)” regressed on “Poverty”;
2. “Car_Km” regressed on “Exclusion”;
3. “Public Health” regressed on “Exclusion”.

Based on the model, the following conclusions were drawn from the structural la-
tent part: /. if someone is poor, then he/she is consequently deprived and vice versa;
2. if someone is poor, then he/she accordingly excluded; 3. the family background
does not have impact on the poverty status of the household;

from the exogenous manifest part: 4. the poverty level is not influenced by the
sex and age of the head of the household or childcare benefit assistance or the exis-
tence of a sick person in the household; 5. the settlement type, the number of de-
pendants younger than 25 years in the household and the single-parent household
structure affect the poverty level; 6. unlike childcare benefit assistance, the type of
the settlement determines the level of exclusion;

from the indicator manifest part: 7. retirement is not an indicator of the poverty
level; 8. annual performance and 9. eligibility for public health service do not pro-
vide an indication of the exclusion level.

2. A methodological overview
of the asymptotically distribution free estimator

Due to the fact that the socio-economic measurement variables are rarely distrib-
uted normally, a brief overview of the so-called asymptotically distribution free es-
timator methodology of Structural Equation Models (SEMs) applied previously is
given as follows.
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2.1. The structural equations path model

Collecting all the variables considered in the vector v, the structural equations
path model (SEPATH) takes the form

Y. B, By 0 Y. G Gpu X
V=1Yu |=|Bur Bar O|X|¥y |[+|Guy Guz X[ M} Y
X
X, 0 0 0| |x,| |, 0 t
or briefly we get
v=Bv+ Gx 12/
from which the reduced form is as follows:
v=(1-B)"Gx, /31

where y and x are vectors of endogenous and exogenous variables respectively, L
and M subscripts indicate latent and manifest variables respectively, I is the identity
matrix, and finally, B and G are corresponding matrices of structural coefficients to
be estimated. The number of manifest variables is p.

Because the estimation procedure is based on fitting the distinct sample covari-
ances among the manifest variables as a function of the parameters to be estimated,
extraction of the manifest variables included in the vector m, — as a function of the
exogenous variables only — is necessary. Firstly, the filtering step is

l,
m,=[0,, 1,,]x| ' |=Dv, 14/
—,—D P
where D is a dummy-type filter matrix, and finally, with the substitution of v,

m=D(I-B)  Gx. /5/

2.2. Parameter estimation and identification

Now, using some covariance algebra, the covariance matrix C,, ,, of the manifest
variables of order (p,p) can be expressed as a function of the coefficient matrices and
the covariance matrix C,, of the exogenous variables:
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m,m

C,.=(p(1-B)"6)c, (GT(I—B)_IT DTj, /6!

where 7 means transposed.
A single covariance between variables j and ¢ can now be derived from the model
by a nonlinear f;, function as follows:

Cov(m;.m,)=f;,(B.G,Cov), (j.t)=12...p(p+1)/2 /7

or

Cov(m;,m, )= f;,(6,.0,,...6, ), 8/

where the vector 9:(91,92,...,9q) contains the free parameters to be estimated

based on nonlinear equations p(p+ 1)/ 2 in number. Hence the degree of freedom
of the SEPATH model is
p ( p+ l)

df =222 g, /9/
if 5 q-r

where r is the number of the endogeneous latent variables.

2.3. Asymptotically distribution free estimator

The so-called quadratic form fitting function to be minimized with respect to 0 to
yield 0 is

F=(s—o(0)) W(s—o(0)) - min, /10/

where s is a vector of order p(p+1)/2 consisting of the distinct (non-duplicated) ele-
ments of the sample covariance matrix S of order (p,p), 6(9) is the corresponding

same order vector of the hypothetical covariances based on the model, and finally W
is a positive definite weight matrix of order (p(p+1)/2, p(p+1)/2).

The optimal weight matrix — based on sample size N — is the sampling-
distribution inverse covariance matrix of s denoted by (C, ! where the covariance

between two sample covariances follows from

1
N -1

N -1
Cov(sjk,s,t):csj,csk, +0,0y +TKjk,, 11/
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with the kurtosis measure
K e = O jur —(ij(s,, +0 ;0 +Gjt($kl) /12/
based on the forth-order product moment defined as
ijlt=E(xj_l"lj)(xk_Hk)(xl_ul)(xz_ut): /13/

where p; stands for the population mean of the variable x;, £ means expected value

and J, k, [, t are for indices of manifest variables.
Apparently, in the large sample case, the elements of the asymptotic weight ma-
trix are given as

Wikar = O jir — 9 O - /14/

Specially, assuming that all the variables have a common k=0 . /362 —1 degree

Jiii /A
of kurtosis, we obtain the so-called elliptical estimator with forth-order moment of
S i =(K+1)(ij6h +6,04 +6j,c5k,). /15/
Finally, writing the fitting function in the alternative form of

F:%tr{([S—S]V_l)Z}—)min, /16/

(Bollen [1989]), where #r is for trace, the so-called generalized least squares (GLS)
estimator is used when the positive definite weight matrix V of order (p,p) is the
sample covariance matrix S itself, and the iteratively reweighted GLS is applied

when the weight matrix is the fitted covariance matrix S= E(é) updated in each

successive iterative step based on the latest parameter estimation 0.

2.4. Evaluating goodness-of-fit: Model selection
The model evaluating process means testing the distance between
1. the target (currently estimated) model and the so-called null

model by the independence test (where the null model is defined with
no latent variables at all);
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2. the target (currently estimated) model and the so-called saturated
model with a perfect fit by the goodness-of-fit test; and

3. the currently estimated target model and another candidate target
model with more or less parameters by the nested models test.

Figure 2. Goodness-of-fit of nested models

Target model
null-distribution

4 Null model
null-distribution

Degree of freedom in relation with the
saturated model: df = p(p+1)/2-q-r

Goodness-of-Fit tail propability
® >
® ®

Chi’ =
(N-DF

v

Saturated model Independence test

Note. The null distribution assumes that the null hypothesis is true.
The details characterizing the initial target model are:

1. The sample size: N =3571;

2. The number of manifest variables: p =21, the number of
endogenous latent variables: » = 3;

3. The number of freely estimated parameters: g = 56;

4. The goodness-of-fit Chi-square value of the null model:

Chi2 = 37577.82 with df =20*21 /2 =210;

5. The converged value of the objective function: F = 5;

6. The goodness-of-fit Chi-square value of the currently estimated
target model: GF_Chi2 = 17850 with df = 231-56-3 = 172 and tail
probability = 0.000.

7. The goodness-of-fit heuristic measures are presented in Table 2.

(For the meaning of these measures see Bollen [1989] or Hajdu [2003].)
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Based on the small (0.000) tail probability, on the one hand, the distance from the
saturated model is significant (due to the large sample size) hence indicating a poor
fit. On the other hand, the values of the heuristic measures included in Table 2 show
a considerable initial goodness-of-fit to be improved by a refined more complex
model. (For instance, the Bentler comparative fit index measures a 52.69 percentage
distance from the null model relative to the distance between the null and saturated

(i.e. the two extreme) models.)

Table 2

Heuristic goodness-of-fit indices

Index name

Index formula

Population non-centrality index *

Steiger—Lind root mean square error *
McDonald non-centrality index

Population gamma index

Adjusted population gamma index

2 .
Ner =2 =% _ 49504
N-1

RMSE = imax{NCl, 0} =0.1697
daf
MDNI = exp{~0.5max (NCI,0)} = 0.0841

r=—2~ -0679%
2NCI +p

r,=1-22D 103621
2df

Joreskog—Sorbom GFI

Adjusted Joreskog—Sorbom

GFI =1—27F =0.5240

,r([sgfl ]2)

AGFI =1-PPHD (1 Grry— 03621
2df

Akaike information criterion *

Schwarz’s Bayesian criterion *

Browne—Cudeck cross validation index *

AC=F+-24_ _50314
N-1

gIn(N)

SC=F+ =5.1283

_ 2

CV=F+ =5.0316
N

Bentler—Bonett, Tucker—-Lewis non-normed fit index

Bentler comparative fit index

Bollen’s Rho

.,
NNFI,, = —%%:0.4224
t Ab b

2
BCFI,, =1- =Y _ 5269
Xy —dfs

-2
by =1- YL 4200
a1

* The indices indicated by an asterisk select the preferred model at their minimized values.
Note. Sample size = N; p = the number of manifest variables; g = the number of free parameters. Subscrip-
tion ¢ indicates the target (more complex) model and b stands for the baseline null model; F = y*(N-1) is the

converged value of the “fitting function”.
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3. An extended model

A hypothetical extended and modified candidate model is suggested in Figure 3.

Figure 3. The extended hypothetical structural model

m Property

Relative
deprivation w
Region Settlement Sex Ethnical @ Disabilities Age
type group
&= 1 Fam | | 1 Dis

./

The list of the latent variables is as follows. Firstly, the endogenous variables de-
fined are: /. Poverty; 2. Relative deprivation; 3. Social exclusion; 4. Labour; 5. Prop-
erty; 6. Income; 7. Consumption; §. Environment; 9. Capabilities; /0. Relations.

Secondly, the exogenous variables are: //. Family; /2. Disabilities.

Thirdly, the exogenous manifest variables considered are: /3. Region; /4. Settle-
ment type; /5. Sex of the head of the household; /6. Ethnical group; /7. Age group
of the head of the household.
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Finally, the endogenous manifest indicators (all of them can consist of several
items, and note that “Poverty”, “Deprivation” and “Exclusion” have no direct indica-
tors) are: /8. Indicators of income level (I Inc); /9. Indicators of properties (I_Pro);
20. Indicators of capabilities (I_Cap); 2/. Indicators of relations (I_Rel); 22. Indica-
tors of labour (I_Lab); 23. Indicators of consumption (I_Con); 24. Indicators of the
environment (I_Env); 25. Indicators of the family background (I Fam); 26. Indica-
tors of being disabled (I_Dis).

The hypothesis behind this model — among other candidates — can be computed and
tested based on the model selection methodology described previously. These compu-
tations are not presented in this paper, they shall be subject of further investigation.

4. Conclusions

The paper suggests a new way of testing relationships among the constructions of
poverty, deprivation and social exclusion with no need to split the society into “the
poor” and “the non-poor”. Hence, these latent dimensions can be measured based on
several socio-economic variables using a multivariate approach. The paper gives an
initial latent structure model and then suggests a refined version of it. In addition, in
order to select among competing models, a brief overview of goodness-of-fit meth-
odology of SEMs with the parameter estimation method behind it is also presented.

References

BOLLEN, K. A. [1989]: Structural Equations with Latent Variables. Wiley. New York.

ELTETO, O. — Havasl, E. [2006]: Poverty in Hungary with Special Reference to Child Poverty.
Hungarian Statistical Review. Vol. 84. Special No. 10. pp. 3—17.

HAIDU, O. [2003]: A kovariancia-struktura modellek illeszkedésvizsgalata. Statisztikai Szemle. Vol.
81. No. 5-6. pp. 442-465.

MONOSTORI, J. [2002]: Social Relationships of the Poor. Hungarian Statistical Review. Vol. 80.
Special No. 7. pp. 18-44.

HUNGARIAN STATISTICAL REVIEW, SPECIAL NUMBER 13



Metainformation System
of the Hungarian Central Statistical Office

Gizella Baracza

Chief Professional Advisor
HCSO

E-mail: Baracza.L ajosne@ksh.hu

Zsofia Ercsey

Head of Section
HCSO

E-mail: Ercsey.Zsofia@ksh.hu

Csaba Abry

Councillor
HCSO

E-mail: Abry.Csaba@ksh.hu

The article gives detailed information on the
metainformation system of the HCSO. It presents the
history from the beginning up to the latest improve-
ments. A separate chapter of the paper provides an in-
ternational overview.

KEYWORDS:

Statistical methodology.
Development program.
Database.

HUNGARIAN STATISTICAL REVIEW, SPECIAL NUMBER 13



104 GIZELLA BARACZA — ZSOFIA ERCSEY — CSABA ABRY

The first chapter gives information on the definition of metadata. The second
chapter covers the history of the metainformation system of the Hungarian Central
Statistical Office (HCSO) and the various stages of the system improvement from the
beginning until today. The third chapter presents the main subsystems of the metada-
tabase, while the fourth chapter provides an international overview. The fifth chapter
includes the results of the latest development available on the website of HCSO.

1. The role of metadata in statistics

Metadata are data on data. They adequately describe, determine data. Therefore,
wherever we are engaged in data handling, we have to produce metadata as well.
Thisis especially the case for compiling statistics.

If we say that the value of industrial production decreased by 3.2 percent, we can
find two metadata beside the statistical one: the denomination for describing the con-
tent (change of industrial production) and the unit of measure (percent).

However, these are not yet satisfactory for the right explanation of data. In order to
make data vauable for users, we have to add more metadata. For example the following:

—the time period of data (for example May of xxxx. year);

— the reference time period to which we compared the examined
period (for example the same time period of the previous year);

—the definition of “Production value” as a concept;

— the definition of “Industry” or those classes of NACE Rev.2,,
which belong to the “Industry” branch;

— the scope of observation (statistical units) (for example economic
units employing more than 5 persons);

— the type of the survey (full scope or based on a representative
sample);

—in case of applying a representative sample, we have to add the
method of estimation;

— the method of imputation for non-response;

—the calculation method of indices;

— the application of seasonal adjustment;

—the punctuality of data.
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There are several more metadata, which we could add to the previous list, these
were just some examples. The more metadata we add to a statistical data, the more
certain we become that the user does not misunderstand the statistical data and
he/she analysesit well.

Statistical data without adequate metadata are barely understood. The scope of
metadata added to data depends on the type of users or on the aim of data usage. A
person of the general public is not interested in the method of calculation if he/she
wants to know for example the rate of inflation. But economists, researchers or ana-
lysers highly need metadata on the methodology used and the quality aspects of sta-
tistical data.

Metadata can fulfil severa regquirements. Among these, the most important oneis
to give users information on the content and quality of data or on the method of data
production. Hence, there are metadata, which support, document the work of persons
engaged in data processing.

The automation and integration of statistical data production requires more and
more parameters for operation. These are also metadata, and in such cases we can
talk about metadata-driven processes.

If we describe data and processes in the same way in every statistical domain, the
whole statistical system becomes more uniform and integrated. Standardization is
brought to the fore also at the international level, especially in case of data transmis-
sion. The need for including standardised metadata in data transmissions arose long
time ago in order to understand data better. As a solution, the statistical data and
metadata exchange (SDMX) standard was established with the sponsorship of seven
international organisations.

The knowledge of planning and handling metadata should be a part of statistical
knowledge. Information that is necessary for the practice of statistics as a science and
as aprofession can be systematized as follows (Pukli-Végvari [2004]):

—information on general statitics;

— gpecia information of statistical domains;

— information on planning, maintaining, improving the statistical
information system.

The metadata system is a sub-system of the statistical information system. It cov-
ers the databases of metadata, as well as the activities and I T tools necessary for han-
dling them.

The internationa statistical organisations have recognised the importance of
metadata, thus their work programmes always contain relevant issues. A major mile-
stone was the establishment of the METIS Group as an international research forum
of the subject. It was founded by the UN Statistics Division and the Economic
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Commission for Europe. The forum made it possible to exchange experiences asso-
ciated with statistical work. The main aim of the research was to work out guidelines
on models concerning statistical data and metadata (UN [1995]).

At the European level, the most important forum for metadata is the META
Working Group, which coordinates the work of national statistical institutes in the
subject of the metainformation system.

2. History of the meta-information system improvement
at the HCSO

The Hungarian Central Statistical Office recognised the importance of metadata
in the 1970s. Although the available resources and the intensity of improvement
changed, thisissueis constantly on its agenda.

The direction and degree of development depended on several issues. Among
them, the most important ones are:

— support from the top management;

— condition of the IT background;

— importance of different sub-processes within statistical data pro-
duction.

The history of the metainformation system improvement of the HCSO can be di-
vided into the stages to be stated next.

2.1. “Heroic times”, establishing the bases

In the 1970s, special focus was placed on researching the integration of informa-
tion systems in the working groups of international organisations and in the HCSO as
well. The centre of research was the Computing Research Centre in Bratidava,
which was supported by the UN. The research objective was to plan and to introduce
the integrated statistical information system (1SIS), and the annual seminar on ISIS
served as a forum for analysing the results. Although metadata-related researches
were led by Swedish experts, Polish, Czechosovakian and Hungarian specialists also
played asignificant rolein thisfield.

The top management of the HCSO established a separate organisational unit for
the improvement of the statistical information system. At that time the current data-
base management systems did not exist. In 1974, the HCSO procured the MARK |V
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file management system, which could describe data irrespective of the programme
and thus, it served as a base for the development of the database. This system was
called STAR (Statistical Database System).

Thereupon the production database structure was finalised, to which metadata de-
scribing the statistical data content for users had to be connected. Metadata were also
stored in MARK 1V files. For the realisation of the system, an IBM mainframe and a
batch process were available.

The types of metadata connected to the database were the following: 1. Hierarchy
of statistical domains and files; 2. Measures (including observed and aggregated
variables) with their unit of measurement, periodicity, reference period and informa-
tion on comparability; 3. Nomenclatures (classifications); 4. Nomenclature items; 5.
Variety of nomenclatures, which is the subset of elements; 6. Nomenclatures deter-
mining the level of aggregation; 7. Cross-references between nomenclature items; 8.
Statistical concepts.

Concerning the content, the foundation of the present metadatabase was laid
down at that time. While the most important metadata types were already available,
upload caused a problem. In order to integrate other domains or fields into the sys-
tem, their structure had to be planned. This caused a restructuring of the system, re-
quiring great effort from statisticians and I T experts. Therefore, the expansion of the
system was very slow.

The connection between the database and metadata was ensured by the naming
convention for identifiers.

As the technical conditions did not allow the on-line availability of data, the de-
scription of metadata was disseminated through white papers (MARK 1V had an ex-
cellent text processing solution). The following catalogues were compiled:

— Measure catalogue: variables stored in the database and aggre-
gated measures,

— Catalogue of nomenclatures and classifications:. list of the items
of nomenclatures, classifications and nomenclature varieties;

— Dissemination catalogue: denomination of measures and classifi-
cations associated with keywords;

— List of the definitions of statistical concepts. definitions of the
most important concepts.

As this catalogue system was in close connection with STAR databases, it was
known as “STAR catalogues’” among users. Later, it was supplemented with further
catalogues, such as the catalogue of data collections and publications and a catalogue
of statistical questionnaires with cell identifiers. The whole system composed the so-
called “ Data documentation system” (Baracza [1980]).
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2.2. SOLAR, the first metadata-driven system in the HCSO

In the beginning of the 1980s, a need arose for developing interactive accessibil-
ity of the data of the database for users so that they could make aggregation on data
after choosing the right metadata. This demand was met by the statistical online data
query system (SOLAR) (Gyorki—Papp [1985]). By this time the IBM mainframe be-
came available from terminals.

To redise the system, new metadata were required. The most important one
among them was the group of those measures that could be processed together. A
cardinal item of the system was the data vocabulary, which contained the description
of the system for users and for the software as well (Gyorki [1980]).

The software was metadata driven with respect to dissemination and operation
with data, furthermore, there was an opportunity for automation in case of data up-
load.

The system was finalised after a long in-house development phase; the users
started to use it and gave positive feedback on its functionality. Although it didn’t
become widespread, a great deal of experience was gained on metadata needed to
develop a metadata-driven system and on the functionality required from such a
complex system.

2.3. The introduction of the database management system
and the spread of PC clients

In the beginning of the 1990s, there was an opportunity for the HCSO to renew
its IT system with HP Unix operation system, ORACLE database management sys-
tem and PC clients. The main task of this time period was migration of data and pro-
gramme systems. Asthe MARK 1V files and the files containing metadata were rela-
tional, they could be easily migrated to the ORACLE database but for queries and
maintenance new applications had to be devel oped.

Instead of migrating SOLAR, the HCSO wanted to choose another system, which
covered more existing software items. As the development of this system was carried
out with third generation tools, it was difficult to follow the software/hardware con-
ditions and there was not enough capacity for the development.

2.4. Methodological documentations

The terminology of several statistical domains was compiled in the 1970s and
1980s and was disseminated on white papers. This serial aso included the folders of
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the most important statistical classifications. In a few domains, summary leaflets on
statistical methods were published too. The denominations of the serials were:

— Statistical Concepts;
— Statistical Nomenclatures;
— Statistical Methodological Papers.

In 1995, the top management of the HCSO established a Methodological Work-
ing Group to elaborate the so-called basic documentation of statistical domains. Asa
result, the methodological “assets’ of the HCSO was surveyed, and a HCSO presi-
dentia order entered into force on the planning of statistical data collections in 1997.
This work has laid down the foundation for the compilation of the methodological
documentation of the subsequent statistical domains.

2.5. Methodological description in publications

M ethodol ogical descriptions have been provided to the tables in the HCSO publi-
cations since the 1980s, and on the HCSO website, data have been published in
STADAT system since the middle of 1990s. Data are available for users in ready-
made tables supplemented with methodological descriptions, which contain the most
important concepts of the given statistical domain.

2.6. The support of the statistical data production with metadata

This subchapter provides information on the subsystems of the metainformation
system concerning statistical data production.

Data collections, data providers

The recording system of data collections was developed within the framework of
the metainformation system. The data collections of the statistical service are in-
cluded in the National Statistical Data Collecting Programme for the compilation of
which the HCSO is responsible. (Besides, it also contains data collections enacted by
other ingtitutions.)

The records of economic units as data providers are covered by the Business
Register. Their attributes and the corresponding attribute values are described by the
sub-system “Nomenclatures’ of the metasystem.

Cross-references between data collections and data providers are recorded by the
system of survey control (GESA). This controls the dispatch of questionnaires, re-

HUNGARIAN STATISTICAL REVIEW, SPECIAL NUMBER 13



110 GIZELLA BARACZA — ZSOFIA ERCSEY — CSABA ABRY

cords data capture, encodes the reasons for late responses or non-responses. In order
to operate GESA, new metadata were needed for the accurate description of ques-
tionnaires, instructions and supplements and for the determination of the scope of
data providers, etc. (Gyorki [1996]).

All three mentioned types of objects partly existed even in MARK V. The usage
of more and more metadata made the systems more complex during transition to
ORACLE.

Data preparation

At the end of the 1990s, there was a need for uniform handling of data prepara-
tion (data entry and editing). In order to manage this problem, a system called ADEL
was established. The related metadata provides logical and physical description of
guestionnaires, their correspondence and the definitions of check rules.

Electronic data collection

Since 2005, more and more data collections have been using the electronic data
collection system of the HCSO, in which registered users get their own list of ques-
tionnaires to be completed. During the fill-in process, the system makes an auto-
mated validation, and thus, the supplied data are automatically loaded into the ADEL
system. The database loading and impersonating part of the system is metadata
driven. From 2008 onwards, the completed questionnaires received by e-mail are
aso loaded into the database on the basis of the questionnaire cells-measures, no-
menclatures-database cells relation.

Data processing

The standardisation of data processing and the establishment of the metadata-
driven data processing system (Uniform Data Processing System) are still in plan-
ning phase.

2.7. Data warehouse, dissemination database

A multi-dimensiona database management system was procured by the HCSO
(ORACLE Express and later Hyperion) at the end of the 1990s. Although external
experts were needed for its realisation, the principles and plans to make the system
metadata driven were compiled by HCSO experts.

The system covers two main parts: 1. A data warehouse for the internal users of
the HCSO; 2. A dissemination database for external users.
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The data warehouse stores the prepared and documented statistical data and
makes them available for interactive use. According to their needs, users may com-
pile tables, graphs, mapsin a dynamic way.

The dissemination database is such a part of the data warehouse that does not
cover confidential dataand is available via the internet.

For the following purposes, the data warehouse needed more metadata besides
the ones it had used: 1. the determination of data request is based on metadata
(measures, dimensions, etc.); 2. there are metadata for the right interpretation of data
(definitions of measures and concepts; from 2009 the complete methodological
documentation of the statistical domains); 3. the maintenance of data is metadata
driven.

The dissemination database is available on the HCSO website both in English and
Hungarian from the middle of 2004.

2.8. Completion of subsystem “Concepts”

The need for completing the statistical concepts has a long history in the HCSO.
The IT background had got ready for the maintenance of concepts but the enormous
job of uploading the approved, bilingual notions of all statistical domains was only
carried out in the time period between 2005 and 2008.

The subsystem “Concepts’ is complete by now. It includes approximately two
thousand concepts, which have definitions, cross-references, sources, etc. For further
improvement of this subsystem, “supervision” is performed, that is to say, consis-
tency and cross-references between the concepts of different statistical domains are
checked by methodologica supervisors. The supervision is carried out within a cer-
tain statistical domain and also between different statistical domains.

2.9. Completion of subsystem “Nomenclatures, classifications”

In the metadatabase of the HCSO, there are hundreds of nomenclatures both for
the data collection phase and for data processing, information. Within the framework
of the 2007—2009 development, different classifications were selected for inclusion
on the website. They were mainly international classifications (for example NACE,
ISCO, COICOP, COFOG, etc.). All the prioritised classifications were loaded into
the metadatabase, if it has not already been done. For giving adequate information to
users, a short description on these classifications (on their content, legal base, struc-
ture, history, applications, etc.) was prepared. Currently, there are twenty-four classi-
fications on the HCSO website.
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2.10. The methodological documentation
of statistical domains on the website

The 2005 HCSO strategy contained the task of supplementing the metainforma-
tion system with a new subsystem, which sets down the methodological background
of statistical domains. Thus, supplementing the existing system with new metadata, it
was established as an integrated part of the metainformation system. It is available
from September 2008 both in Hungarian and English on the website of the HCSO
(www.ksh.hu/Data/M etainformation). The new sub-system informs users of the con-
tent, legal base, concepts, classifications, data sources, methods, dissemination
forms, etc. of acertain statistical domain.

After studying the websites of other statistical institutions and international stan-
dards, the methodological documentation schema for every statistical domain was
finalised as follows:

— Short description;

— Concepts;

— Classifications,

— Methodology of data production;
— Data quality;

— Data sources.

The detailed schema can be found in Annex 1 (www.ksh.hu/statszemle). During
the development phase, methodological documents were compiled for approximately
hundred statistical domains. This was followed by a revision procedure covering the
following stages: 1. Methodological reading, which was carried out by erudite ex-
perts of the HCSO according to general methodological and quality rules. 2. External
user reading, that is, revision of metadata on the website, from a common, external
user’s point of view. This phase was performed by the experts of the concerned min-
istries, professional organisations and universities. 3. Linguistic reading done by
HCSO experts specialised for this work. They ensured the clarity, grammatical cor-
rectness and uniform use of words.

HCSO publications always included chapters for methodology, but they varied
from one statistical domain to another. Therefore, the new methodological documen-
tation has the following advantages:

— methodological descriptions became uniform;

— there are more available metadata (new chapters embrace short
descriptions, methodology, quality);

— these documentations are more detailed and cover the changes
through time;
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— the documentations are available for everyone on the website of
the HCSO.
3. Main subsystems of the metainformation system

The Hungarian metainformation system is integrated which is well illustrated by
Figure 1. In this chapter its main subsystems are presented.

Figurel. Main subsystems of the metainformation system

Hierarchy of statistical

/ domains and fields
Data sources [
Metainformation Metadata of the
on statistical domains data warehouse
Data collections
Administrative
Sources Concepts Measures
Datatransfers / Metadata
between of the production
statistics | database
Lega base | Nomencla-
tures
r—-—-=-=-=-=-=========-% 1
1 1
Metadata _ Metadata o_f data i Metadata of data !
of data collection preparation ! processing !
1 1
1 1

Note. The box with broken lines refers to further improvement plans.

3.1. The hierarchy of statistical domains and fields
The “Hierarchy of statistical domains and fields” is the systemic grouping of sta-

tistics by content. Its structure is composed of three levels. The first level includes 6,
the second 32 and the third 95 domains and fields.
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The hierarchy puts statistical domains into a system, for example:

— Social statistics
— Employment, labour force, earning
— Socia stratification, living conditions
— Households, families
—Housing and public utilities
— Health care, etc.

An example for the general fields:

— Methodology, metainformation system
— Statistical production process and methodology
— Survey design
— Data collection arrangement, etc.

The “Hierarchy of statistical domains and fields’ is the principa rule for the sys-
tem. Both statistical and metadata (concepts, statistical domains, data sources, etc.) can
be searched with the help of this structure. (See Annex 2. www.ksh.hu/statszemle)

3.2. Subsystem “Concepts”

Asit was mentioned previoudy, the subsystem “Concepts” contains definitions, their
validity periods and sources as well as cross-references between concepts. For example:

Mother tongue

Definition: Mother tongue is the living language which one learns
in childhood (as first language), in which he/she generally speaks with
the family members and which one declares to be his’her mother
tongue, free of any influence and true to reality. The mother tongue of
dumb and infants unable to speak is the language in which their closest
relatives regularly speak.

Source of definition: HCSO

Related term: Language spoken besides one's mother tongue

Related term: Nationality

3.3. Subsystem “Nomenclatures, classifications”

The subsystem “Nomenclatures, classifications” contains the identifier, the de-
nomination and, if it is necessary, the definition of classification items.
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For example:
COICOP — Classification of Individual Consumption by Purpose

01 Food and non-alcohalic beverages
011 Food
0111 Bread and cereals (ND)
0112 Meat (ND)
0113 Fish and seafood (ND)
0114 Milk, cheese and eggs (ND)
0115 QOilsand fats (ND), etc.

Subsets can be selected from nomenclature items which are caled “Varieties of
nomenclature”. There is also an opportunity to make correspondence tables between
nomenclatures.

For example: a part of the correspondence table between NACE Rev.1. and
NACE Rev 2.

NACE Rev.2: NACE Rev 1.1:

0111 Growing of cereals (except rice), leguminous  |0111 Growing of cereals and other crops n.e.c.*
crops and oil seeds

0112 Growing of rice 0111 Growing of cereals and other crops n.e.c.
0113 Growing of vegetables and melons, roots and 0111 Growing of cereals and other crops n.e.c.
tubers

0112 Growing of vegetables, ornamental plants
0114 Growing of sugar cane 0111 Growing of cereals and other crops n.e.c.
0115 Growing of tobacco 0111 Growing of cereals and other crops n.e.c.

* n.e.c. stands for not elsewhere classified.

3.4. Subsystem “Measures”

The subsystem “Measures” cover variables, attributes used in data collections and
aggregated measures (for example: amount of total harvested production (ton), size
of harvested arable land (hectare), average yield of arable crops (kg/ha), etc.)

An important piece of information on a measure is the level of aggregation,
which is described by the nomenclature (for example territoria units, group of arable
crops, legal forms of enterprises, etc.).
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The category “Variety of measure” is used for expressing the different aggrega-
tion levels of a certain measure. But further definitions and explanations can be also
added.

Measures have a central role in the metainformation system. As the system stores
the cross-references of measures, the following information can be found out:

— What statistical concepts do we need to know in order to under-
stand a measure?

— Which data collection contains that certain measure?

— Which data cube in the data warehouse contains the measure? etc.

3.5. Subsystem “Legal base”

The subsystem “Legal base” is arecord for legal rules, handbooks, recommenda-
tions, etc. on which statistical work is based. The enactor can be either a Hungarian
or an international organisation. The register contains the denomination and type
(act, regulation, etc.) of the legal base and (if available) the accessibility.

For example: Commission Regulation (EC) No 912/2004 of 29 April 2004 im-
plementing Council Regulation (EEC) No 3924/91 on the establishment of a Com-
munity survey of industrial production (Text with EEA relevance)

In the metainformation system, the legal base can be attached to a statistical do-
main, a data source or a classification.

3.6. Subsystem “Data sources”

The subsystem “Data sources” covers the main sources of statistics: data collec-
tions and administrative data sources as well as data transfers between statistical do-
mains.

An example for metadata on data collection is as follows:

Consumer price survey, 2008
Enactor: Hungarian Central Statistical Office

Legal status: Compulsory data collection
Change of data collection: Unmodified data collection
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Frequency of data collection: Monthly

Scope of data providers: Designated shops, repair shops, market-
places, etc.

Deadline of arrival: 27"-29" of the reference month

Mode of data collection: Representative data collection

Mode of implementing data collection: By enumerators

The next example is for metadata on administrative data sources:

Address register of the Central Office for Administrative and Electronic Public
Services (datafor the international migration statistics), 2008

Organisation supplying the data: Central Office for Administrative
and Electronic Public Services

Frequency of data receipt: Twice ayear

Content of data receipt: Data of foreigners having address in Hun-
gary, data of emigrating and returning Hungarians. name, mother's
name, sex, date of birth, place of birth, citizenship, date of changing
citizenship, marital status, legal title of registration, reason and date of
getting into the register

Besides this, the records of administrative data sources cover data on the avail-
ability of experts for the given administrative data.

Since, instead of external sources, other statistical domains are the major source of
statistics, it is necessary to record data transfers between them. The description con-
tains the measures, aggregation level and periodicity of datatransfer. For example:

The final expenditure of GDP

Datatransfer from Dwelling construction and cessation

Serial No.: 1

Denomination of transferred data: Size and number of flats

Content of transferred data: Number of flats, dwelling construction
by constructor groups

Freguency of datatransfer: Quarterly

3.7. Subsystem “Metainformation on statistical domains”

The subsystem “Metainformation on statistical domains” is the newest devel op-
ment in the metainformation system. It covers textual information on statistical do-
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mains on the one hand and cross-references between the metai nformation subsystems
on the other. The text description comprises of three main parts:

— Short description;
— Data production methods,
— Data quality.

The short description covers the following: responsible department; responsible
person; purpose and content of the given statistical domain; classifications used; data
sources; forms of dissemination; timeliness, revision policy and practice; history of
the statistical domain.

The “data production methods” part includes the following headings. popula
tion, sampling frame; sampling; data capture and data editing methods; imputation;
data processing, estimation, calculation and compilation; methodological publica-
tion(s).

Main issues of data quality are: relevance; accuracy; comparability, coherence
(comparahility between geographical areas (with other countries, within the country);
comparability over time; coherence with other statistics); quality report.

The subsystem “Metainformation on statistical domains” connects the other sub-
systems of the metasystem to the statistical domains asit is shown in Figure 2.

Figure 2. Connection between statistical domains and other subsystems

Data sources _
Publication
Data collections Statistical domain P
< > Short description ~ Data warehouse
Methodol ogy
Administrative Quality \
data sources A q
STADAT
Data transfer between
statistical domains
Y
Concepts Legal base Classifications
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These connections make it possible to search easily the concepts, classifications,
legal bases and data sources of a given statistical domain.

There is alink from publications to the statistical domains. The button “Meth-
odology” navigates the user to the subsystem “Metainformation on statistical do-
mains’.

3.8. Subsystem “Data warehouse”

As the most important part of subsystem “Data warehouse”, the data cube covers
data which can be processed together. Besides denomination, there is information on
the reference period and reference observation unitsin its description.

The dimensions of the data cube are described by the nomenclatures of the
metasystem. One dimension may contain several nomenclatures. A hierarchy
can be built from the items of dimensions and its levels can be denominated.
There are measures in a certain dimension of the data cube. Their descriptions
are included in the subsystem “Measures’ of the metainformation system. For
example:

— Data cube: Vocational education;
— Reference units: Institutes of initial education;
— Reference period: 2005—2008;
— Dimensions. Time period, type of education, field of training in
initial education;
— Measures of the cube:
— Number of studentsin vocational education (heads;
— Number of female students in vocational education (heads);
— Number of students passed vocational exam (heads).

This data cube belongs to the statistical domain “Formal education”. Clicking the
button “Methodology”, the whole documentation can be read.

3.9. Metadata of the production database

Metadata of the production database connects the description of concepts, classi-
fications and measures to the tables of the production database. According to the
naming convention, the columns of the tables have measure identifiers and their rows
have nomenclature identifiers. That is how the columns of the tables navigate the us-
ers to the concerning documentation.
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3.10. Grouping the metadata of the production database

Metadata of the production database can be divided into three groups. Metadata
of the “Data collection arrangement” phase embraces information on data collec-
tions, questionnaires, instructions, supplements; on the scope of data providers so
that an algorithm can be designed to send questionnaires out and to control data cap-
ture; on the organisation and employees of the HCSO; on work flow parameters.

Metadata of “Data preparation” include the cells of questionnaires by their
physical location; the cross-references between cells of questionnaires and measures,
nomenclatures as well as database cdlls; and the check rules.

The planning of the “Data processing” subsystem along with that of its metadata
is currently underway.

4. Relevant international standards and the practice
of other statistical institutes

This chapter provides information on the international standards as well as on the
metainformation system of other statistical institutions and compares the latter with
that of the HCSO.

4.1. International standards

Adequacy to internationa standards has become more and more important for
Hungary since its EU accession. To this end, the Eurostat and the HCSO compared
the metainformation systems of the European national statistical institutes (NSIs).

Since every NSI wants to meet its own users' requirements in the establishment
of its metainformation system, the purpose of these comparisons was not the ranking
of NSIs. The aim was always a mapping of best practices.

Among the formerly mentioned standards, the most important ones are SDMX
and the Euro-SDMX Metadata Structure (ESMS) because these are the standards
which ensure the comparability of different metainformation systems and thereby,
the comparability of statistical data.

Structured data and metadata exchange

The abbreviation SDMX means structured data and metadata exchange, but it is ac-
tualy more than that. Besides the standardisation of the IT background for the statisti-
cal data and metadata exchange, it standardises the recommended content and concepts
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of the metainformation systems as well as statistical data processing. The most impor-
tant white paper of the SDMX standard is the Content Oriented Guidelines, which con-
tains the formerly mentioned elements. This standard was established by seven interna-
tional organisations (Bank of International Settlements, European Central Bank, Euro-
stat, International Monetary Fund, Organisation for Economic Co-operation and De-
velopment, United Nations, World Bank). Adequacy to the SDMX standard can hardly
be stated since its application is not compulsory. The reason for thisis that although the
standard was established for the whole world, it is unlikely to prescribe for al the NSIs
to restructure their whole statistical system accordingly. However, it is advisable to in-
troduce SDMX into the whole statistical data processing if there is no “traditiona”
metainformation system at aNSl. Besides, the NSIs are required to map their system to
the SDMX standard for ensuring international comparability.

For further information on the SDMX standard please visit www.sdmx.org

homepage.

Euro-SDMX Metadata Structure

The establishment of the standard ESMS was induced by the 2008 version of
SDMX. It is actualy the European version of SDMX (but it does not contain all con-
cepts used in that). This standard focuses on the specia requirements of the EU and
as aresult, ensures the comparability of different metainformation systems and statis-
tical data. Its concepts are published in an EU Recommendation (EU [2009]).

4.2. The practice of other statistical institutes

This subchapter is based on the case studies presented at the 2009 METIS Working
Group Meseting. As further sources, persona experiences and the analysis of a Eurostat
survey were used. This latter was based on a questionnaire on the actual condition of
the metainformation systems of different European NSlIs and on the analysis of NSI
websites containing large amount of metadata. The survey was carried out in 2008, and
its results were published in June 2009. The analysis of results was interpreted at the
2009 META Working Group Meeting in Luxembourg. The questionnaire was sent to
31 countries and it contained severa questions on the metainformation system. (See
Annex 3 www.ksh.hu/statszemle) Based on the analysis, the next statements can be
made for all the countries.

The following criteria are highly met:

— Clarity and completeness of documentation;
— Dissemination media;

HUNGARIAN STATISTICAL REVIEW, SPECIAL NUMBER 13



122 GIZELLA BARACZA — ZSOFIA ERCSEY — CSABA ABRY

— Types of metadata;

— Available file formats;

— Metadata concepts for data;

— Metadata concepts for methodology;
— Metadata concepts for quality.

Figure 3. The number of NSIs by compliance level

1 3 5 7 9 11 131517 19 21 23 25 27 29 31

1. Accessibility to metadata information

2. Clarity and completeness of documentation

3. Available languages

4. Dissemination media

5. Types of metadata

6. Volume of metadata

7. Standard structures and templates

8. Available file formats

9. Organisation of metadatain standard databases

10. Update policy

11. Quality checks on metadata to be published

12. Cross-references between metadata

13. Link between data and metadata

14. Existing arrangements for metadata exchange and sharing
with international organisations

15. Existing plans and projects for improving the situation

16. Identification of good metadata practices and examples

17. Metadata concepts for data

18. Metadata concepts for methodol ogy

19. Metadata concepts for quality

H Nonresponses  Compliance level: ElLow [DAverage [JHigh
Source: Document of Meta Working Group, 2009. Eurostat. Luxembourg.

The following criteria are met on average:

— Accessibility to metadata information;
— Available languages,
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—Volume of metadata;

— Organization of metadata in standard databases,

— Update palicy;

— Quality checks on metadata to be published;

— Cross references between metadata;

— Link between data and metadata;

— Existing plans and projects for improving the situation;
— Identification of good metadata practices and examples.

The following criteria are poorly met:

— Standard structures and templates,
— Information on existing arrangements for metadata exchange and
sharing with international organisations.

A more detailed introduction of Norway, Portugal, Canada and New-Zeaand is
given next.

The structure of the metainformation system

In Norway, the metadata need of the statistical data processing system isfilled by
several sub-systems. They are the following:

— Datadok for archiving;

—Vardok for variables and their definitions;

— Stabas for standard classifications;

— Meta website for making the Norwegian system visible for exter-
nal users;

— A database for data preparation;

— Metadata for researchers;

— A sub-system of statistical methodological documentation;

— StatBank, which is similar to the dissemination database of the
HCSO;

— Metadb containing historical data on socia security and national
education.

In Portugal, the metadata need of the integrated statistical data processing system
isalso satisfied by several sub-systems. (See Figure 4.)
Its sub-systems are as follows:

— Concepts;
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— Classifications;
— Statistical sources, which cover methodological documentations,
variables, and — in the future — the metadata of administrative data.

Figure 4. The structure of the metainformation system of Statistics Portugal

Thesaurus

Statistical

Variables Concepts
sources

1

Classifications

J I J

Dissemination Production systems Data warehouse
systems

Source: METIS session document, 2009.

The reason for choosing Canada and New-Zealand for the analysis is the fact that
the systems of these countries contain elements, which became part of the SDMX
standard. The statistical data processing model of New-Zealand was the role model
for the generic statistical business process model (GSBPM) in SMDX. It isauniform
model used throughout the world. Statistics Canada has made the New-Zealand-
model-based GSBPM complete by adding two further sub-processes: “Archiving”
and “Evaluation”. Although these systems could be analysed in several ways, we
emphasize only their organisational issues and structure, as the most cardinal ones.
(See Figures5 and 6.)

Asit is shown in Figure 4 and just like in the formerly mentioned countries, the
metadata need of the statistical data processing is met by several sub-systems. In the
figure, for better understanding, the connections between the sub-systems are not il-
lustrated. However, in redlity, these sub-systems are connected to each other forming
an integrated metainformation system.

Statistics Canada currently uses a metainformation system called IMDB (Inte-
grated Metadatabase), which is handling metadata for data preparation and dissemi-
nation. (See Figure 6.) The metadata need of other statistical data sub-processes are
satisfied by several additional metadatabases. Statistics Canada is working on a sys-
tem for managing metadata through the whole statistical data processing.
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Figure 5. The structure of the metainformation system of Statistics New-Zealand
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Source: METIS session document, 2009.

In the HCSO, the structure of the metainformation system (see Figure 1) contains
the results of the latest improvement, which aimed at improving the metainformation
system of the ingtitute.
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Figure 6. The role of IMDB at Statistics Canada
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Source: METIS session document, 2009.

It is rather difficult to compare the metainformation systems of different coun-
tries. There is a great deal in their content that is similar. It is clear that the aim of
every NS is to make metadata suitable for describing more phases of the statistical
data processing than it is done today in order to establish an integrated system.

Organisational issues

In the HCSO, the responsibility, concerning the metainformation system, is shared.
The subject-matter departments are responsible for the metadata of those statistical do-
mains, which they are in charge of. The IT Department is having control over the IT
background. The Statistical Research and Methodology Department is responsible for
working out the methodology, drawing up and enforcing the common rules and for
checking quality. The Dissemination Department is accountable for disseminating
metadata in different publications. The responsibilities are clear and distinct as recorded
in the Establishment and Operation Rules. Since responsibilities and tasks are shared in
the HCSO, there are four persons engaged in the methodological and IT background of
the metainformation system. Besides, approximately fifty persons working at the sub-
ject-matter departments are responsible for maintaining metadata of subject-matter sta-
tistics. The advantage of the Hungarian structure is that by applying common rules, the
specia needs of subject-matter statistics can be taken into consideration.

There are severa solutions for placing a metainformation system within an or-
ganisation. Some organisations apply a centralised (for example Statistics Portugal),
others a decentralised method (for example Statistics Finland), and of course, there

HUNGARIAN STATISTICAL REVIEW, SPECIAL NUMBER 13



METAINFORMATION SYSTEM 127

are also cases for mixed applications (Statistics Norway, Statistics Canada, Statistics
New-Zealand, HCSO). Every NSI chooses the most favourable solution for itself ac-
cording to itstraditions.

5. Metainformation system developments on the HCSO website

The meta-website displaying metadata fills an old gap. In its planning phase, meta-
websites of other national statistical ingtitutes (their content, functionality, etc.) were
taken into account. We considered only those models exemplary, which showed an in-
tegrated system. The strength of the solution chosen by the HCSO isthat it is database-
based; therefore cross-references between subsystems and objects can be stored. As a
result, users have an option for the navigation between objects on the website.

The number of metadata available on the meta-website, 2009

Denomination Number
Definition of concepts 1996
Classifications 24
Item definitions of classifications 22339
Statistical domains 104
Of which:
Statistical domains including concepts, classifications, legal base, respondents 104
Statistical domains including also short descriptions 77
Statistical domains including also methodology and quality 61
Further metadata:
Data collection as a data source 247
Administrative data as a data source 98
Legal base with alink to the statistical domain 144

The core of the system can be summarized as follows: metadata can be achieved by
users either using the link between data and metadata or starting from the root menu.

The first case means that there isa“Methodology” button next to the statistical data,
which navigates the users to the corresponding metadata (methodol ogical document).

In the second case, users can have information on the statistical domains
(their concepts, classifications, data sources, efc.) irrespective of the statistical
data. (For further information, please visit the website of the HCSO
(http://portal .ksh.hu/pls/ksh/ksh_web.meta.main?p_lang=HU)).

HUNGARIAN STATISTICAL REVIEW, SPECIAL NUMBER 13



128 BARACZA—ERCSEY—ABRY: METAINFORMATION SYSTEM

Metadata are updated daily on the webserver owing to which the users can have
up-to-date information on the statistical domains.

In the previous year, the “Metainformation” website had an average of 1 650
Hungarian and 250 English speaking visitors per month. Visitors may send their re-
marks via e-mail address (meta@ksh.hu) to the subject-matter statisticians and to the
developers of the metainformation system to support the further improvements.
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The rapid social and economic “upheaval” brought on by the opening up of mar-
kets and their globalisation has compelled companies to focus on how they can adapt to
these new changes. The changes have affected the conditions of employment on the one
hand and the corporate structure on the other. A key element in this process of adapta-
tion is the management of human resources. Human resources are no longer considered
to be simply a means of production, but an organic part of management since they play
a crucial role in the long term competitiveness of companies. This being so, companies
pay special attention to the skills and competences of new recruits and make a point of
further developing their existing expertise on the job. What employers seek in new re-
cruits differs considerably from what the expectations were more than a decade ago.
Earlier the emphasis was solely on professional knowledge. Though it is important
nowadays too, employees should also demonstrate knowledge of languages, be com-
puter literate, efficient, persevering, results oriented, and be able to communicate effec-
tively, work in teams, have integrity, creativity, and be prepared to take on board new
developments in their line of work. It is necessary to note that in many cases the final
decision is, however, not based on the existence of the formerly mentioned skills, but on
the so-called “soft skills” that are difficult to measure (Bazerman—Neale [1992], Belbin
[1997], Gyorgyi [2007]). In sum, when recruiting new employees, companies seek vari-
ous types of personalities (Belbin [1997]) and often find themselves in a quandary when
trying to decide which of the candidates would be the right person for the job. Which
way the scales tip depends, to a large extent, on whether the candidates /. are able to
present a positive image of themselves, 2. have the skills the employer is looking for,
and 3. are able to present these skills in a way that will catch the potential employer’s at-
tention.

For institutions of higher education in Hungary, the formerly described develop-
ments pose a considerable challenge. If they want their graduates to succeed in life,
they need to tailor their programmes to comply with the demands of employers. At
the same time, however, they are bound by the academic standards prescribed by the
National Accreditation Board. The need to incorporate skills development into the
curriculum is further highlighted by the criticism levelled by employers against
higher education, contending it does not equip students with skills and competences
that could be put into practice as soon as they start work. This view is borne out by a
recent study (HVG [2008]), which gives information on all educational programmes
in Hungary. The study claims it is still not clear to what extent institutions of higher
education take into consideration the requirements of the job market when designing
their programmes. It would seem the institutions and the job market operate inde-
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pendently of each other. At a time, when colleges/universities are competing fiercely
for students, those stand a good chance of actually recruiting them that offer not only
professional knowledge but also training in skills and competences. The findings of
the study show the majority of graduates are likely to start work in small or medium
size enterprises (SME), and will be working on projects their SME tenders for, so it
is of considerable importance that they be able to join in the work immediately.

Consequently, institutions, if not on their own accord, may be compelled to pay
more attention to the requirements of the job market because once students realise
what employers want from them, they will, with all certainty, try to persuade their
institutions to follow suit. It is anticipated that students will be in a unique position to
experience at first hand what skills and competences they need to have in order to
operate efficiently in the world of work, since in the course of their studies they are
expected to keep moving to and fro between the institution and the job market. Based
on the experiences gained in the job market, students will take a more active part in
designing their own study programme to be able to live up to the expectations of the
job market (HV'G [2008]).

In keeping with the formerly described trends, the Budapest Business School
(BBS) has introduced a new curriculum design ensuring that students are provided
with a solid theoretical foundation parallel to developing the competences they will
need not only during the course of their studies but also when entering the world of
business (for example business writing, presentation skills, meetings skills, negotia-
tion skills, study skills, business research, assertiveness, stress handling, etc.) (Boda—
Kerekes [2002]). As a second step, BBS introduced the Student-Enterprise Pro-
gramme (SEP) four years ago in order to promote the integration of the knowledge
learnt in the classroom into the real world.

This study reports on the examination of students’ opinions regarding the use of
skills and competences in real life projects. We contrast this with the opinion of the
company mentors on their perceptions of the extent to which students can use their
theoretical knowledge and expertise. This experiment shows the efforts we at BBS
have been making to bring institutions of higher education and employers closer to
each other. We think our Student-Enterprise Programme does just this since it is
based on the close collaboration of the institution and the companies where most of
our students find employment after graduation.

1. The Student-Enterprise Programme

The SEP has been running at BBS for four years at undergraduate level. The pro-
gramme involves groups of students working on projects provided by various com-
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panies such as Coca-Cola, PriceWaterhouseCoopers, UPC, Asea Brown Boveri
(ABB), Millward Brown Hungary, Palace Cinemas, IBM, etc. While working on
these projects, the students learn how to work on their own and in teams. Parallel to
experiencing the problems presented by working in teams, they acquire first-hand
knowledge of the culture of business. Since many of the companies participating in
the project are multinational, students can improve their written and oral communica-
tion skills in a foreign language which is English. The projects provided by the com-
panies are real, not doctored or taken out of books. The students act as consultants
reporting directly to the client companies and their work is directed by managers act-
ing as company mentors. Four tutors acting as faculty mentors also facilitate their
work.

Having worked on the projects throughout the semester, at the end, the students
are expected to have developed a good working relationship with their company
mentor. The project also helps them gain an insight into an organisation with poten-
tial for placement and employment and learn how real organisations are structured
and operate. They also acquire the skill to manage themselves successfully in busi-
ness culture. It is important to give students the opportunity to learn and hone these
skills, thereby giving them a competitive advantage following their graduation from
BBS.

2. Methodology

The aim of the investigation was to find out, as a first step, what students’ percep-
tion of the programme was, whether they became familiar with the internal structure
and operations of companies and they really found it useful in helping them put the
theoretical knowledge gained in the classroom into practice and in developing a
range of skills and competences that can later on be useful for them in the world of
work. This study reports only the results of the analysis of the responses given to the
questionnaire focusing on these points. The examination of whether, as a result of
working on these projects, certain abilities are actually developed, would constitute a
part of another investigation.

In the semester under investigation, the number of students was 27 because this is
an optional subject and the number of students registering may change from semester
to semester. Since the sample of students was small, we decided to use a question-
naire which would enable us to get a reasonable amount of information fairly quickly.
(See Appendix.) We expected the responses to give us a good overview of students’
attitude towards the programme and their opinion about the extent to which they
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could use various skills and competences. If, during the analysis of the data, certain
points were to arise that needed further study, they could be explored later on by
conducting in-depth interviews with the students.

The questionnaire consisted mainly of closed questions and was divided into four
sections:

— general information relating to interest in and relevance of the
project;

— skills and competences needed to complete the task (they were
chosen on the basis of the results of a survey among employers);

— evaluation of own performance during the project;

— comments on any aspects of the programme.

The participants had to evaluate the statements on a scale of five where 1 stood
for the lowest value and 5 for the highest. The rest of the points on the scale repre-
sented various degrees of the students’ positive or negative attitude. When analysing
the responses, we looked at the frequency of each value. Since the sample was small,
when showing the results of the analysis in a bar chart, the values 5 and 4 were rated
as high and the values 3, 2 and 1 as low. This mode of presenting the results of the
analysis let us pinpoint the potentially problematic areas which can later be investi-
gated.

The students were given the questionnaires by the programme assistant before the
conclusion of the course and were asked to return the filled questionnaires when they
came to the programme office to have their mark recorded in their academic lecture
book. Since the submission of the questionnaire was linked to an official assessment
event, the return rate was high. The questionnaires were anonymous, though students
could give their name if they wished to do so.

In order to check how valid and realistic our assumptions are concerning stu-
dents’ ability to apply theory to practice, to get an insight of business culture and to
use the knowledge gained to help them succeed in the world of work, three questions
were posted on the e-learning web-site used by the participants. The return rate of
this questionnaire, which gave us useful information in improving the programme,
was also high. Students were also asked to give an overall rating of the programme
and to add comments if they wished to do so.

A similar questionnaire consisting of the first two parts of the one administered to
the students was given to the company mentors to fill in. Our aim was to get the
company mentors’ opinion on the students’ performance during the time they were
working together. It is thought that the comparison of responses would enable us to
see how realistically the students assessed their ability to use various skills and com-
petences.
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2.1. The participants

Participants included 27 third-year business students who took part in the SEP in
Academic Year 2008/09. The students taking part in the programme were on the full-
time BSc International Business, BSc Finance and Accounting and BSc Commerce
and Marketing Programmes. By the third year, students have studied economics, sta-
tistics, finance, accounting, marketing, management, and business law. The SEP is a
designated option on all the programmes run by BBS.

The programme is advertised to third-year students because we believe this learn-
ing experience will lend more credence to their studies. The students work in teams
of five or eight on one of the projects submitted by the companies, and the company
mentors assess the performance of the groups.

2.2. The projects

The projects tend to vary from semester to semester, but most of them require the
students to do some kind of research either by administering questionnaires, inter-
viewing people, or simply by studying relevant documents. More specifically, the
projects for the 2008 autumn semester required the teams to

— conduct research in order to measure brand equity (and its com-
ponents) of selected accounting firms in Hungary from the perspective
of Hungarian students;

— carry out a market research for the Hungarian market regarding a
new ABB product related to Energy Management Studies;

— analyse Palace Cinemas customer web usage in respect of market,
progress and dynamics. A strategy for Hungary should be recommended
in order to maximise usage and increase admissions to cinemas;

— conduct research to measure the effects of the construction of
Metro4 on the real estate market (both commercial and residential);

— prepare an overview of the market by examining the market posi-
tion and main consumer strategies of the key OTC (over the counter)
players in Hungary after the pharmacy liberalisation.

3. Results

The first section of the questionnaire was aimed at finding out how interested the
students were in the project, how relevant they thought the tasks were, and whether,
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in the course of their work, they managed to gain any practical insights (for example,
if they were able to apply theory to practice).

The overall majority of the respondents said the project was interesting and
highly relevant. However, in the case of practical insight, only a little more than half
of the participants (56%) were of the opinion that the project enabled them to apply
theory to practice.

Figure 1. Students’ perception of interest, task relevance and insight gained
(percent)
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Figure 2. Company mentors’ perception of interest, task relevance and insight gained
(percent)
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The company mentors’ assessment corresponds to that of the students; according
to them the students are interested and the task is thought to be relevant to them. As
for practical insight, the majority think that students do not demonstrate this skill
while working on the project.
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The second section of the questionnaire was directed at finding out which of the
skills and competences listed were needed in order to complete the task. They were
taken from the questionnaire used by the Dutch Avans Hogeschool’s International
School [2003] to evaluate students after having completed their placement.

Figure 3 shows the overall majority of students assessed the projects as requiring
them to use planning and organising skills, to be quality oriented and to pay attention
to deadlines. However, relatively high percentage of students, 41 and 44 percent re-
spectively, were of the opinion that they were not expected to be results oriented and
to use their initiative. Furthermore, a little more than a quarter of students (34 and 30
percent respectively) thought the projects did not require them to be market and cus-
tomer oriented. Surprisingly, a little more than a quarter of the students said they felt
there was little scope to work independently.

Figure 3. Students’ perception of the skills and competences needed
(percent)
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In many respects the company mentors’ evaluation corresponded to that of the
students.

Similarly to the students, the company mentors saw their team as having and be-
ing able to use planning and organising skills. The same applies to quality orientation
and keeping deadlines. In the case of results orientation, the company mentors as-
sessed students as being focussed and striving for a final solution, whereas students
think this is not the case. The majority of company mentors assessed students as be-
ing customer oriented, though there were some (20%) who said students would need
to pay more attention to customer needs. They were divided in their assessment of
the students’ marketing orientation, ability to work independently and to use their
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initiative in solving the problem. A relatively high number (nearly 40 percent) said
they did not observe students demonstrating these skills.

Figure 4. Company mentors’ perception of the skills and competences needed
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Figure 5. Students’ perception of their personal performance
(percent)
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The third section asked participants to evaluate their personal performance in
terms of reliability, sociability, ability to accept criticism and work in teams. The ma-
jority of students said they were reliable throughout the project, were good at accept-
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ing criticism both from the client and from group members, got on well both with the
client and with their fellows, and did not find it difficult to work in teams.

As regards their language skills, the majority said they had no problems with ei-
ther written or spoken English, though a little below a quarter of the students admit-
ted to having problems with producing a piece of written work in English.

Figure 6. Students’ perception of their language skills
(percent)
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Figure 7. Company mentors’ perception of students’ performance
(percent)
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Looking at the company mentors’ evaluation of the students’ performance, we
can see that the company mentors were unanimous in saying that the students reacted
to criticism well.

This is not quite the case as regards reliability, teamwork and sociability. In these
instances, nearly a quarter of the company mentors stated that in some situations stu-
dents should be more reliable, should work better in teams and be more sociable.

As regards language skills, company mentors said they detected no problems ei-
ther with the students’ written work, or with their oral performance.

In response to the questions on applying theoretical knowledge in practice while
working on the project, learning about the real culture of a business organisation and
using this knowledge to succeed in the world of business, the majority of the students
(85%) said they could apply the theoretical knowledge learnt in the classroom when
working on the project.

As regards learning about the culture of a business organisation, participants
(67%) who said that the project did not help them in this respect outnumbered the
ones who were of the opinion that it did. The responses to the question on increasing
one’s confidence in succeeding in the real culture of business also showed that the
majority of students, albeit a small majority (55%), think that working on the project
will not help them succeed in business life.

Many of the educatees also commented on the programme. However, some of
them were divided on how many tutorials would be necessary during the semester.
On the whole, more students said they would like to have tutorials at regular inter-
vals. The participants were also divided on how much explanation was necessary for
them to understand what the client wanted them to do. (These comments indicate that
they had problems with understanding what the objective of the project was.) They
were satisfied with the background materials given, though some of them said more
materials would have been welcome. As regards team work, the educatees said it was
more difficult to work in team than they imagined. They especially commented on
how challenging it was for them to get the whole group together for a meeting. This
really needed planning and organising skill on their part. All in all, the majority of
students (89%) liked the programme. They said they learnt many things about them-
selves and about working with other people.

4. Discussion of the data and conclusions

The participants’ responses, to a certain extent, bear out our views that the Stu-
dent-Enterprise Programme is interesting, relevant and requires students to draw on a
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wide range of skills and competences. Contrary to expectations, it does not really
provide them the opportunity to put theory into practice, nor does it give them an in-
sight into the culture of a company, or help them too much in learning how to suc-
ceed in the real culture of a business. Nevertheless, a case can be made for the need
to include such programmes in the curriculum of business students.

First of all, there is a requisite for students to work on real-life projects, since in
the classroom it is impossible to give them the experience they can acquire when
working on projects for a company together with an employee of the particular busi-
ness. The advantage of working on real-life projects is that in the process the partici-
pants do manage to gain some practical insight if the project is well chosen and the
client is ready to take the students seriously and involve them, not only in the data
collection process, but also in the decision making. If the task is merely to collect
data without doing any analysis, drawing conclusions and making recommendations,
there will be very little practical insight gained and, quite justly, participants may
think that the result was not worth the effort.

Another reason why we should persist with such a programme is because it is rather
difficult to reproduce real-life projects in the classroom since the case studies or projects
taken from literature are usually doctored to present a given problem situation. Since
these problems are, to a certain extent, artificial, the decisions made will not affect the
lives of participants (Luoma [2004]), so quite often, due to lack of interest or insufficient
preparation, students opt for totally unrealistic solutions. They do not appreciate the se-
riousness of the consequences of irresponsible decisions. Indeed, what they are actually
doing is trying to emulate the decisions they think people in the given situation would
make, however, this may have very little to do with the decisions made in real life. In
other words, the participants are playing out beliefs about roles they have never actually
played in real life, thus it must realistically be expected that there may be discrepancies
between working in the classroom and working for a company (Kasper—Dahl [1991]).
So if the development of practical insight is our focus, in school we could get students to
work on problems and projects taken from a context they know well, such as their life at
the Business School. The decisions they make when working on such a project could af-
fect their lives, since the recommendations, resulting from these decisions could be
taken on board by the institution’s management. By involving students in, for instance,
improving the learning support services provided, or organising extra-curricular activi-
ties and other events, will make them feel committed to the project since it is undertaken
for their benefit. Thus, it can be expected they will show more interest and initiative in
finding the most acceptable solution. This would give them hands-on experience in de-
cision-making and a chance to gain practical insight into how problematic issues within
the institution can be resolved.

Projects embedded in contexts more familiar to the students would also help them
get an idea of what market and customer orientation mean in real life. They would not

HUNGARIAN STATISTICAL REVIEW, SPECIAL NUMBER 13



STUDENTS’ PERCEPTION OF THE DEVELOPMENT OF SKILLS 141

have to try and imagine how people in a given situation would act and the kinds of de-
cisions they would make, since in the Business School context the students themselves
are the customers in the market place where the services of educational institutions are
sold. They know what they want and can well imagine how they would best like to get
it. In this manner, it would be possible to convey to them how important it is to have a
feeling for the market and know as precisely as possible what the customer wants. This
cannot be learnt from books; one has to learn through experience, combining the
knowledge of facts with a considerable amount of empathy.

With regard to how much independent work the projects require, the partici-
pants said they thought solving the problem did not demanded too much independ-
ent work. The reason for some students thinking this could be that the project was
not challenging enough or that the company mentor was too dominant and did not
give them a wide berth. What we can see at work here is the consequence of the
traditional attitude to learning, that is to say the teacher or the company mentor is
solely responsible for learning and the participants are acting merely as passive re-
cipients of the knowledge disseminated by the teacher. Unfortunately, it is still the
case today that many students are satisfied with this role, since they are not con-
cerned with learning for the sake of knowledge, only for grades and to pass exami-
nations. This attitude is the straightforward consequence of the tutors’ role in the
teaching-learning process, namely, that she/he is the one who determines the stu-
dents’ objectives mostly on the basis of a prescribed syllabus, she/he selects the
materials thought to be relevant to the students’ needs and interests, decides on the
classroom procedures, allocates the time to be spent on each topic or language item
and finally, evaluates and assesses the students’ progress and decides on the reme-
dial work, if necessary. Thus, there is no call for the educatees to work independ-
ently and to use their initiative since knowledge is handed to them on a plate. The
teacher’s intentions may be well-meaning, but the end product is that although in-
structors seem to devote a considerable amount of time and energy to make learn-
ing successful, these efforts are not always reflected by the results, consequently,
many teachers complain of passive, disinterested, as well as uncooperative students.
As is the case, such students benefit very little from the learning experience inside
the classroom. However, if instructors recognise that “learning is something which
can only be done by a learner, not something which can be done to or for ... [him]”
(Riley [1982] p. 61.), then this would bring about a change in their attitude to the
teaching-learning process.

Although the majority of the students understood what was required of them,
there were some who thought that the explanations were too detailed and this served
to confuse them. This indicates the need to hold tutorials at regular intervals so that
the participants can freely discuss what it is they do not understand. At these tutorials
they could discuss issues concerning the theory underpinning the problem they are
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working on. They may be more ready to show their incomprehension to their tutors
than to the company mentor on whom they would like to make a good impression,
since at the end of the project they may be offered a placement position or a job at
the company. Additionally, the tutors may be better equipped to explain problematic
issues to the students than a busy company mentor.

The results of the investigation helped us to pinpoint certain problematic areas in
the development of the competencies of students studying for a business degree. A
further analysis of these areas can give ideas as to what could be focussed on in the
classroom by way of preparation before a placement takes place, and also highlights
what company mentors could be doing to maximise usefulness of work placements
not only for the participants, but also for the company.

A point in favour of the Student-Enterprise Programme becoming an integral part
of the curriculum of business students is that by working for a company under the
guidance of a company mentor and being accountable to this person, participants are
forced to take the work seriously, to strive to produce results and quality work, since
it may happen that their future employment is at stake here. For this to be so, it needs
to be emphasised to the company mentor how essential it is to treat the students as
they would real employees because only then they will be compelled to take working
on the project seriously.

Appendix
STUDENT ASSESSMENT FORM

We would like to get your feedback on how useful you found the Student-Enterprise Pro-
gramme in developing your competences. The results of the survey and any additional comments
you may make will be used to improve the programme. The information given will be handled con-
fidentially, but it is up to you to decide whether or not you give your name.

Thank you for taking the time to fill in the assessment form.

Dr. Katalin Kollath
Course Tutor
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Student name:

Company name:

143

(low)

(high)

Interest in the project

Overall relevance of task

Practical insight gained

The completion of the task required

planning

organising

quality orientation

results orientation

market orientation (feeling for the market)

customer orientation

particular attention to deadlines

independent work

initiative

Evaluation of personal performance

My reliability throughout the project

My acceptance of criticism throughout the project

Ability to work in a team

My sociability (relations with the management
and fellow students) throughout the project

Difficulty with written communication

Difficulty with oral communication

Overall assessment of the extent to which the project facilitated the acquisition of competences:

Additional comments — Here we would like you to comment on

— the frequency of tutorials (that is would you like more tutorials at regular in-

tervals);

— the need to get more skills focussed training while working on the project;
— the need to be given more materials which explain the theoretical back-

ground of the projects;

— the need to be given more materials giving advice on the application of vari-

ous skills;

— the extent to which you learnt about the culture of real businesses;
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— the extent to which your confidence about succeeding in the real culture of
business has increased.

(If you feel you can express yourself better in Hungarian, please feel free to write the addi-
tional comments in that language):

Signature: Date :
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