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Abstract: Labour market policy includes active and passive labour market programmes, aiming to solve different problems. Active labour 
market programmes assist the unemployed to find jobs and thus return to the labour market. Passive labour market programmes assist the un-
employed by providing various kinds of aid, easing social tensions. Public work can be considered to be an active labour market programme, 
assisting people who receive social care with income based on public beneficial work. Consequently, public work is justified by some on the 
basis that it is purported to have some kind of moral foundation, as well as because it supposedly shows results within a short time. Yet, the 
rationale behind using public work programmes to fight unemployment is contested. Detractors see them as being rather costly, questioning 
their success and arguing that their overall results are uncertain, especially in the long run. In short, there are in fact pros and cons to us-
ing public work, with opinions being rather divisive. This study summarises these pros and cons, analysing the relevant international and 
Hungarian literatures in the context of active labour market programmes.
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INTRODUCTION

The transition period from the centralised redistributive 
economic system to the market economy between 1989-1991 
in the Central and Eastern European countries (post-socialist 
countries) has been accompanied by a deep crisis which 
lasted until the autumn of 1993. This recession was much 
more complex than those common for the declining phase 
of the economic cycles of capitalist systems, since it cannot 
be considered as a result of overproduction. It more likely 
can be traced back to the structural change in the political 
and economic systems. After the transition period, the full 
employment of socialist ideology, which had existing for 
decades, ceased in each country. This change was one of the 
greatest challenges to the introduction of the market economy. 
The new structure of employment in these countries was 
less than ideal for the new economic mechanisms, and this 
disparity has led to the permanent lack of job opportunities 
in these countries ever since. Considerable differences have 
appeared among regions after the massive disappearance 
of jobs, e.g. in the mining industry. Because the state no 

longer guaranteed full employment by law, labour demand 
considerably decreased, exacerbating unemployment further, 
as the labour market underwent the inevitable restructuring 
throughout the 1990s and beyond. Active labour market 
programmes were introduced to manage the balance deficit 
in the labour market (Csehné et al., 2009).

SPECIALTIES OF ACTIVE LABOUR MARKET 
PROGRAMMES 

The OECD defines active labour market programmes as 
follows: These programmes include all social expenditure 
(other than education) which is aimed at the improvement of 
the beneficiaries’ prospect of finding gainful employment or 
to otherwise increase their earnings capacity. Active labour 
market programmes help increasing the labour market 
flexibility during economic changes. The aim of active 
labour market programmes (labour market services and aids 
promoting employment) is to help the unemployed return to 
employment as fast as possible. Expenditures (% of GDP) 
in active labour market programmes of OECD countries 
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show considerable differences (Figure 1). The more than 2 
percentage of GDP in Denmark has been followed by the other 
Scandinavian countries (1-1.5 percentage of GDP), while the 
United States, Japan, and the Balkan countries (0.1 percentage 
of GDP) can be found among those countries investing the 
least. Hungary, with its 0.8 percentage of GDP, can be found 
in the first third.       

Figure 1: Public expenditure in active (ALMP) and passive (PLMP) 
labour market programmes in OECD countries in 2016 (GDP %)

Source: OECD (2016), own editing

Regarding the participant stocks in active labour market 
programmes (Figure 2), Luxemburg and Spain are the leaders 
(more than 8 percent of the labour benefits the programmes), 
while Hungary (5.5 percent), together with Portugal and 
Sweden, can be found in the first third.  

Figure 2: Participant stocks in labour market programmes in OECD 
countries by category, 2016 (%) 

Source: OECD (2016), own editing

Within the active labour market programmes,  in 2016, 
Hungary (0.52 as a percentage of GDP)  is the leader in spending 
on direct job creating public work programmes, followed by Ireland 
(0.27 as a percentage of GDP), Bulgaria (0,15 as a percentage of 
GDP) and France (0.14 as a percentage of GDP). The expenditures 
of Slovenia, Lithuania, Latvia are relatively high (0.07-0.14 as a 
percentage of GDP). Significant public work programmes are 
operating in these countries, as well as in Greece. 

Based on international experiences, among the active 
labour market programmes, the more personalised and 
targeted programmes have more chance to access real results 
(Martin - Grubb, 2001; Crépon - Van den Berg, 2016). While 
personal counselling, assistance in job-search, job placement, 
income subsidisation (roughly in this order) can be effective, 
public work programmes could be unsuccessful regarding 
further employment and salary. The effectiveness of training 
programmes is variable although they are rather expensive 
(Brown – Koettl, 2015; McKenzie, 2017; Schmidt et al., 2017). 
After analysing the active measures of the big labour market 
reform in the 1990s, in Sweden, it has been revealed that 
job creating programmes can be effective, as they precisely 
imitate the situation of real employment (Heikkilä et al., 2002; 
Albæk et al. 2014).

Assessment of the effectiveness of active labour market 
programmes was carried out first in 1992-1993 in Hungary, 
within the ILO Japan Programme (Godfrey–Lázár–O’Leary, 
1993). Since that time, the monitoring system developed for 
this purpose has been measuring the cumulated effects of 
completed labour market programmes. Generally, it can be 
stated that people receiving active support earlier more likely 
become members of the supported group again in the second 
half of the observed period than those belonging to the control 
group (Csoba - Nagy, 2011).

SPECIALITIES OF PUBLIC WORK 
PROGRAMMES 

Of the active labour market programmes, public work 
is one of the oldest programmes and the second most active 
programme affecting the most people on the Hungarian 
labour market. Public work has always appeared in Central 
and Eastern Europe since 1990, whenever economic and 
employment structures have undergone new changes, because 
the balance between the labour market demand and supply 
was broken, generating income shortage and thus necessitating 
central intervention.     

From an ideological point of view, public work can be 
found in the intersection of two trends. On the basis of the 
classical approach, it can be considered to be a measure of social 
policy. From a neoconservative or neoliberal point of view, it 
is considered to be something akin to being a criminal policy, 
since through such programmes, the state forces individuals 
to adopt a mandated way of life (Szabó, 2013). 

Several examples prove that large government and council 
level investments have been carried out by public work. In 
these cases, public work is not considered as a labour market 
programme, but as a way through which a certain state or 
community goal can be reached, although it is functioning as 
a labour market measure, as well. The American New Deal 
programme was a response to the Great Depression between 
1929-1933. As a result of the Great Depression, masses of 
people became unemployed, thus the aim of the programme 
was to provide these unemployed people with jobs and 
thereby rebooting economic development. The state generated 
supplementary demand and tried to lower the depth of crisis 
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through infrastructural investments, thus providing the private 
sphere, companies and employees with income (Smith, 2006).

Public work is a forced labour programme set by the state 
in the 2000s in Europe. A person who is not able to find a 
job after receiving unemployment benefits can receive a lower 
sum as a benefit and has to accept the job offered by the state 
(Csoba, 2010). Only 10 percent of people participating in public 
work programmes return back to the legal labour market, while 
this ratio is two times higher among those not attending such 
programmes. A job requires a regular way of life; the days 
spent with work are really important in preserving intellectual 
and physical abilities, although it is doubtful whether constraint 
can neutralize positive outputs (Szabó, 2013).

The concept of workfare can be found behind public work 
programmes. There are hot professional debates whether 
public work is primarily a “constraint and work test” or a 
kind of corridor to labour market.        

 One of the aims of workfare programmes  is to respond 
to labour market changes through “active” labour market 
programmes targeting unemployed people receiving social 
benefits. Basically, these programmes include measures on the 
demand-side (job creation, income subsidisation) and on the 
supply-side (supporting flexibility and the mobility of labour 
force) at the same time, in order to reduce unemployment 
(French, British, American examples). In some countries, 
this measure is more frequently applied for those who have 
more difficulties with finding a job. For them, some parts 
of the programme (Danish, Dutch, British, Californian 
programme) ensure the potential of “education and training” 
or “social activation”. Moreover, the Danish, Dutch, British 
and American programmes involve “case management” as 
well, in order to fit the programme to the client. Out of 
these four programmes, the Danish activation strategy puts 
more emphasis on long run strategy and human resource 
development, while mostly the American programmes focus 
on the earliest labour market participation (Besley - Coate, 
1992; Eardley et al., 1996; Grover - Stewart, 1999; Brown – 
Koettl, 2015; Murgai et al., 2015).

Workfare measures focus on reducing the number of benefit 
recipients in two ways. First, they “select” and exclude those 
who are working (and receive the benefit unlawfully), or 
those who are not seeking for a job at all (although it is the 
prerequisite to be benefit eligible). Through the filtering effect 
of the programme, the requirements attract only the really 
needy people, keep away wealthier ones, thus consequently can 
reduce state administrative expenditures. If the requirements 
cause such inconveniences (frequent visits to labour centres, 
compulsory work or even training, etc.) that can lead to the 
earliest leaving from unemployment status or avoiding having 
to accept benefits; and the work requested to be done is 
considerably to be more than eligible people generally would 
work without intervention, the deterrent effect of the programme 
will prevail (Kálmán, 2015). Furthermore, they force people to 
such situations where they can improve their human capital and 
their chance to get a job. “Workfare” involves such programmes 
and approaches which are built on the different combinations 
of these two mechanisms (Heikkilä et al., 2002). 

In developed countries, mainly as a response to a certain 
short term economic crisis, are such programmes applied 
or - in cases of high unemployment and typically for a short 
time period - lead the unemployed back to the labour market. 
In developing countries, they are concentrated in the most 
disadvantageous settlements, and therefore are already 
a kind of selection. Also, the offered public work wages 
are generally lower than the market wages of poor people. 
Public work programmes provide only few breakout options 
for cumulatively disadvantaged people (Wulfgramm, 2014; 
Zieliński, 2015; Douarin - Mickiewicz, 2017).

Public work is increasingly applied in developing countries 
in poverty reduction as a transition to guaranteed employment, 
or even self-employment, like in Argentina, Ethiopia and 
India (Adimassu et al., 2015; Shah – Steinberg, 2015; Ismail, 
2016; Rosas - Sabarwal, 2016; Mourelo - Escudero, 2017). 
The Indian “National Rural Employment Guarantee Act” 
(NREGA) (later renamed as the „Mahatma Gandhi National 
Rural Employment Guarantee Act” (MGNREGA)) provides 
at least 100 days of wage employment in a financial year 
to every household whose adult members volunteer to do 
unskilled manual work instead of the unemployment benefit 
of the Western model. The Mahatma Gandhi National Rural 
Employment Guarantee Scheme (MGNREGS) programme 
affecting 54 million households contributed to the reduction 
of poverty also by indirectly since in those places where 
many people were affected, agricultural wages increased. 
Argentina (Programa Intensivo; Trabao, Programa Trabajar; 
Programa Jefes de Hogar) has been affected since its severe 
economic situation (1992), where agricultural enterprise 
development programmes were supported (e.g. irrigation 
systems development) or there were examples for direct 
agricultural production through community gardens, as well. 
Irrigation system development was carried out in small farms 
lead by a clearly defined social group – needy women – in 
Ethiopia (Ronconi et al., 2006; Ravi - Engler, 2015). Public 
work programmes are facing similar problems both on a 
national (Hungary) and international level. 

Based on a quick European analysis, it can be stated that 
the volume of public work is outstanding in Europe. Public 
employment was regulated by the Act IV of 1991 after the 
transition period in Hungary. In the Act, public employment 
appeared as the synonym of unemployment, a compulsive 
solution to temporarily ensure the labour market reintegration 
of unemployed, helping those people who are not able to find 
job beyond their own fault. There were two declared functions 
of public employment: firstly, the so-called work test, meaning 
that if someone refused public employment, the individual 
was consequently excluded from being registered as being 
unemployed, secondly providing participants with normal, 
not subsidised jobs (Galasi – Nagy, 2008).

The work carried out within the framework of public 
employment intended to develop the social, health prevention, 
educational, cultural, law and order and transport situation 
of settlements. Public employment provides social insurance, 
eligibility to old-age pension and job search service and 
ensures access and re-access to the primary labour market. 
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Public employer can be: local government, budgetary body, 
church, civil association, social cooperative. 

The system of public employment has been changed several 
times after 1990 in Hungary. The following institutions 
existed: public benefit employment between 1987-2010, 
public work programmes between 1996-2010, public aimed 
work between 1999-2010. There was a considerable change 
in 2011, since the different forms of public employment 
created after the transition period has been replaced by 
the “uniform system of public employment” (Szabó, 2013; 
Bördős, 2015). In the heart of these changes, the “work 
instead of aid” concept can be found. Since that time, 
the public benefit employment, public work programmes 
and public aimed work are not existing, they have been 
replaced by the uniform system of public employment since 
1 September 2011 (Bankó, 2015).

The Hungarian public employment programmes serve 
three goals: social, employment and political. The social 
goal is to provide long term unemployed people with higher 
income. The employment goal is to improve the work abilities 
of participants and hereby leading them back to the primary 
labour market. It was not a secret goal to reduce illegal work, 
i.e. employing individuals without reporting them to the 
requisite authorities and therefore avoiding payment of social 
contributions or taxes after income. The political goal was 
to provide support locally and to ease local social tensions.  

An average of 30,000-40,000 people were involved in 
any form of public employment between 1996 and 2006 in 
Hungary. This number has increased to 60,000-100,000 
since 2009, and has exceeded 130,000 in 2013. The envisaged 
numbers are 190,000 in 2018, 170,000 in 2019 and 150,000 
in 2020 (Figure 3). These figures can be considered high, 
even in international comparison (http://kozfoglalkoztatas.
kormany.hu/).

Figure 3: Number of unemployed and participants of public work 

programme 
Source: NFSZ, own editing

In the current system, monthly an average of 200-
220,000 and yearly an average of 355,000 public employees 
are involved in the programme. The distribution of affected 

people is rather unequal, considering the regional distribution 
of unemployment (the higher the unemployment, the more 
people are involved in public employment) (Cseh Papp, 
Csapóné Riskó, 2014).

Regarding the diversity of employers we can find mainly 
non-profit, construction work and clerical organisations. 
“NMI Művelődési Intézet Nonprofit Közhasznú Kft” (non-
profit) was the largest national public employer in 2017 with 
2589 public employees, followed by “Magyar Református 
Szeretetszolgálat” (church) (1959) and “Magyar Közút 
Nonprofit Zrt.” (road construction) (1928 people). They were 
followed by various regional water management authorities 
(1200-1700 public employees), “Országos Széchenyi 
Könyvtár” (public library) (1140) and “Magyar Államvasutak 
Zrt.” (Hungarian railways) (1060). Local governments were 
also common on the list of public employers.        

The most common positions are the following: conveyor, 
gardener, cleaner, street-sweeper, garbage picker, agricultural 
auxiliary worker, office assistant and document manager. 
The latter positions require higher qualifications and are 
available for graduates.

Regarding the branches of the economy, the number of 
public employees is highly overrepresented in agriculture 
(26605). It is a promising tendency that in the previous 2-3 
years, the number of public employment programmes built 
on local specialities has remarkably increased (14248), with 
the second highest number of public employees working in 
the maintenance of local roads (9834) and in inland water 
management (7257).

The goal of the government in 2018 was to reduce the 
monthly average maximum number of public employees 
to 150,000 by 2020. It is a change that people under the 
of 25 and with qualifications can only be involved in the 
programme if the labour mediation initiation of the authority 
failed three times because of the employer or the authority 

cannot provide a proper job within a three 
month period. The government tries to 
provide income to those youth who are under 
the age 25 and thereby exclude them from 
the public employment programme with 
jobs offered within the framework of the 
“Ifjúsági Garancia Program” (Guaranteeing 
Youth Programme), financed by the 
European Union. The figures prove that by 
2017, the number of youth under the age of 
25 has decreased to 19,000 in the public 
employment programme which is less by 
6,000 in comparison with the previous year. 
It is a further goal that starting from June 
2018, no one should be a public employee for 
more than 1 year within a three year time 
period, except in cases in which the private 

sector does not offer the individual a proper job. It is not 
easy to escape from the public employment programme, 
since it is not allowed to search for jobs when involved. The 
new government decision makes it possible to cover the job-
search related expenses of public employees (Márk, 2017).
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RESULTS AND DISCUSSION

The available efficiency tests evenly prove that public 
employment programmes are the best in testing the 
willingness to work and the compulsory nature of the 
programme here is the most characteristic among all the 
active labour market programmes.  

Analysing the efficiency of the public employment 
programme in Hungary (Aladi - Kulinyi, 2014), the so-called 
“deadweight-loss” has been revealed, meaning that one part 
of the participants could have found a job independently 
from the intervention. It means that the programme 
supported those unemployed people as well who did not 
really need it. On the other hand, the substitution effect 
is also present, which means that the subsidised positions 
and employees shrink other non-subsidised positions and 
employees (Csehné, 2007, 2018). Most positions produce 
low added value, and participation reduces the motivation 
and ability of the involved people to find jobs. Additionally, 
these programmes proved to be expensive and increase aid-
dependency.

A national survey (Cseres-Gergely – Molnár, 2014) 
revealed that while other active labour market programmes 
(education, financial support) encouraged entry to the open 
labour market, the public employment programme kept 
the new clients inside the programme. Long involvement 
in public employment is undoubtedly negatively related to 
entering the open labour market and positively to remaining 
outside of it. Thus, if someone is already involved in a 
public employment programme, his chance to leave it is 
bigger if his binding to the programme is looser. Most 
people are obstructed from searching for a job and from 
other income generating activities. The results of efficiency 
surveys revealed that the expenses of public employment 
reduce the application of active labour market programmes 
and the chance to get stuck is particularly high (Frey, 2007; 
Galasi – Nagy, 2008). 

Among the positive effects, some experts mention the 
following: these programmes can provide participants 
with at least some temporary means of economic survival; 
they can contribute to the realisation of other development 
programmes; they can reduce poverty and inequality; 
they are suitable to activate disadvantaged groups, whose 
primary labour market integration seems to be impossible; 
they are suitable to overcome the challenges of structural 
unemployment and to ease the effects of economic crises. 

Most employment opportunities are often provided by 
public employment programmes in rural areas (László, 2016; 
Koós, 2016; Váradi, 2016).  Employment capacity of the 
primary labour market is extremely limited or is even missing 
in peripheral areas. Formal job opportunities disappeared 
in gipsy villages in the peripheral areas of the country, 
where the income of people living here depends entirely on 
family support, social transfers and public employment, in 
addition to the casual job opportunities which arise more 
by accident than by plan (Csoba, 2017; Virág, 2017). At the 
same time, there is not any other employment or “getting 

used to working” alternative for long term unemployed 
people (Risak – Kovacs, 2017). Additional arguments in 
favour of public employment programmes include their wage 
increasing effect, their social cohesion strengthening effect 
and their ability to provide up to date work experience.     

Public employment originally was an active labour 
market programme ensuring temporary employment, but 
by now, it has become a job opportunity for almost all job 
seekers. Consequently, several new, subsidised positions 
requiring no special expertise have been created mainly in 
the agricultural sector in rural areas. Participation in the 
agricultural programme provides lower wages than the actual 
legal minimum wage, but these jobs are assured and have 
thus become one of the alternatives to seasonal work and 
having to resort to commuting (Uszkai, 2014; Koós, 2016; 
Kovacs, 2018).

SUMMARY

Active labour market programmes are effective only 
in those cases when, focusing on a certain problem, they 
provide reasonable and complex solutions. The Hungarian 
public employment programme is unique in Europe 
regarding the expenditures and the number of participants. 
It is the most important programme of employment policy 
after 2010, thus analysing its short and long term effects 
is an important task. Based on the efficiency test, national 
public employment programmes could not reduce long term 
unemployment. Public employment created a so-called 
second market, which can hamper economic development 
programmes. This inefficiency is in line with international 
experience and previous research findings concerning 
national public employment programmes. Experts agree 
that the most important goal is to avoid “getting stuck” in 
public employment. Unemployment and the resultant social 
exclusion is one of the greatest challenges of the 21st century. 
This is why it is important to rethink the concept of work 
and to develop new regulations.              
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