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The present economic situation in Hungary and the impact of the financial-economic crisis on our sectors (ferro-metallurgy, machine industry)

Zoltán Hódi
I. The situation of macroeconomy and industry
1. Macroeconomy
Growth of GDP in 2008
	
	I.
quarter
	II.
quarter
	III.
quarter
	IV.
quarter
	I-IV. 
quarters

	Growth of GDP  (%)
	101,1
	101,9
	100,7
	97,9
	100,3


The data clearly show that after an increase in the Ist and IInd quarters of the year the GDP decreased by more than 2 % in the IVth quarter as a result of  of the global – financial – crisis. On annual level it is an increase of 0.3 %, which practically means stagnation. (The predicted growth of GDP was 2.5 %)
Originally, the government forecast a 1 % fall of GDP for 2009, however, at present they predict a decrease of 1.5 %. According to the forecast of certain economic research institutes a decrease of 2.5-3 % of GDP can be expected.
State budget deficit
The approved budget was calculated in accordance with a consequent implementation of the convergence program. It was expected that the deficit of state budget would be reduced further,  to 2.6% of GDP, and the inflation would not be higher than 4.5 %. (as opposed to an inflation rate of 6.1 % in 2008.)
As a result of the financial and real economic crisis, now a 2.9% deficit (in proportion to GDP) and an inlation rate (as a result of the fall of demand) well below 4.5% are expected. As for employment, the main aim at present is to protect workplaces and to reduce/minimalise layoffs 

In order to be able to finance the state budget – foreseeing the worsening possibilities of obtaining credits – the government applied for a loan of 25 billion Euros from the World Bank and the European Commission. This helped avoid bankruptcy of state.
.
Monetary policy: the Hungarian National Bank (MNB) raised the basic interest rate drastically to 10.5 %. Later it was decreased to 9.5 %, but all these measures did not prove to be sufficient to stop the considerable fluctuation of exchange rate. (240-309 HUF / Euro) 

2. Industrial production
After an increase of 6-7% during the previous years, in 2008 the production fell by 1.1% compared with 2007.
In December 2008 – compared with the same period of the previuos year – the production fell back by 23.3%. The ratio of export is 52 % in the total industry, and in the processing industry it is 66 %.
Industrial export decreased gradually, on annual level by 0.8 %  and  in December  2008 by 22 % - as opposed to an increase of 15.9 % in December 2007.
Within the industry the major exporters’ production for export fell back in December 2008 : in electric engine and instrument production  by 27.1 %, in vehicle production by 31.7 %

Along with a fall back in export, domestic sales also decreased, in November and December by 10-11%, on annual level by 2 % .
II. Macroeconomic employment
1. Until the end of October 2008 employment data did not show any significant changes. As an impact of the crisis the number of companies preparing to lay off workers increased.
Data provided by the Central Statistics Office (KSH) for October-November 2008:
· 3,881,000 employed and 337,800 unemployed. These data mean a decrease of employment rate to 56.7 % (-0.4 %) and an increase of unemployment rate to 8 % (+0.3%) compared with the same period of the previuos year.

.
In the 2nd and 4th quarters of 2008 there was a change in the data concerning mass layoffs. (See chart) While in the 1st and 2nd quarters we can see a decrease, in the 3rd and 4th quarters an increase.
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New data will be published in March by the Central Statistics Office. The situation in January and February can be represented by the data of the National Office for Employment and Social Affairs:

· the number of laid off people will increase (it can reach a number of 25.000 by the end of January)

· In the processing industry (especially in the vehicle and electronics industry) companies apply different methods to adapt to the situation: downtime, sending workers on holiday, reduced working time, laying off retired employees and hired workers or those with a work conract for a fixed period of time. If all this measures do not prove to be sufficient, companies lay off other, full-time employees. 

· According to the forecast of EUROSTADT (an economic research institute) this year about a 100.000 employees  will be made redundant. 24.000 of these are employees in  the vehicle and machine industry.

2. Data of companies employing more than 5 people (Jan-Dec 2008)
	
	Blue collar
	White collar
	Total

	
	persons
	%
	persons
	%
	persons
	%

	Metal stock industry
	68 300
	106,3
	17 160
	106,5
	85 400
	106,8

	Machine industry
	203 200
	100,7
	61 300
	103,7
	264 500
	101,4

	Industry
	56 770
	100,0
	17 900
	100,9
	74 700
	100,2

	Competitive sector
	1 251 800
	99,5
	701 400
	103,8
	1 953 200
	101,0

	Public sector 
	186 700
	97,0
	535 300
	96,3
	727 000
	96,4

	National economy
	1 483 900
	99,6
	1 278 700
	100,7
	2 762 600
	100,1


Source: KSH
3. Data concerning employment in the competence area of VASAS (subsectors)
Headcount data – November 2008
	
	Blue collar
	Blue collar

change in %
	White collar
	White collar
change in %
	Total number
	Total change in %

	TEÁOR
	
	
	
	
	
	

	METAL STOCK, METAL PROCESSING
	932,98
	100.3
	16,178
	106.1
	79,476
	101.5

	27 – METAL STOCK
	16,490
	102.1
	5,239
	104.7
	21,729
	102.7

	28 – METAL PROCESSING
	46,808
	99.7
	10,939
	106.8
	57,747
	101.0

	
	
	
	
	
	
	

	MACHINERY
	44,932
	94.0
	13,518
	97.5
	58,450
	94.8

	29 – MACHINERY
	44,932
	94.0
	13,518
	97.5
	58,450
	94.8

	
	
	
	
	
	
	

	ELECTRIC ENGINES, INSTRUMENTS
	93,594
	97.5
	31,270
	103.5
	124,864
	99.0

	30 – COMPUTERS, OFFICE EQUIPMENT
	5,337
	83.1
	3,343
	91.9
	8,680
	86.3

	31 – ELECTRIC MACHINES
	46,358
	95.7
	11,261
	101.2
	57,619
	96.7

	32 – COMMUNICATION ENGINEERING
	23,661
	102.8
	12,173
	107.7
	44,834
	104.0

	33 – INSTRUMENTS
	9,238
	99.5
	4,493
	108.2
	13,731
	102.2

	
	
	
	
	
	
	

	VEHICLE PRODUCTION
	50,781
	101.2
	13,858
	106.8
	64,639
	102.3

	34 – ROAD VEHICLES 
	42,245
	95.7
	10,905
	102.2
	53,150
	97.0

	35 – OTHER VEHICLES
	8,536
	140.0
	2,853
	128.1
	11,489
	136.8


Source: KSH
4. Wages in 2008
Average gross wages
	
	Blue collar
	White collar
	Total

	Metal stock industry
	106.5
	102.8
	105.1

	Machine industry
	104.1
	106.4
	105.5

	Industry
	105.7
	107.3
	106.5

	Competitive sector
	106.5
	108.2
	108.4

	Public sector
	108.2
	106.0
	106.2

	National economy
	106.7
	107.5
	107.5


Source: KSH
Net wages and real wages
	
	Blue collar
	White collar
	Total

	
	Net
	Real
	Net
	Real
	Net
	Real

	Metal stock industry
	105.2
	99.1
	103.0
	97.1
	104.5
	98.5

	Machine industry
	104.6
	98.5
	105.6
	99.5
	105.3
	99.2

	Industry
	105.4
	99.3
	106.5
	100.4
	105.9
	99.8

	Competitive sector
	105.7
	99.6
	107.5
	101.3
	107.4
	101.2

	Public sector
	107.6
	101.4
	105.7
	99.6
	105.9
	99.8

	National economy
	105.9
	99.8
	107.0
	100.8
	106.8
	100.7


Source: KSH

Inflation: 6.1%
III. Employment in the competence area of VASAS (ferro-metallurgy, machine industry)

In certain competence areas of VASAS the impacts of the financial crisis could be felt in Oct-Nov-Dec 2008: the accelerating decrease of export and orders as well as the worsening conditions of obtaining current assets loans resulted more and more problems in employment and management.
The crisis affected first of all the component manufacturer – supplier – companies of big vehicle manufacturing firms (OPEL, AUDI) as well as companies in the electronics-communication engineering- and instrument manufacturing sector. In 2009 the crisis made its influence felt in the ferro-metallurgy sector, too. 
As for the regions, at the beginning the most affected areas were West and North Transdanubia. Nowadays the impacts of the crisis can be felt in all regions: the production is reduced, people are laid off but at the same time there are measures aiming at the protection of workplaces.

In the majority of companies the management had substantive consultations with the works councils and trade unions (before applying any measures concerning lay offs and the number of shifts). The measures taken were regulated by amending the collective agreement or by reaching an agreement between the parties.
In most cases the first response to the crisis was to apply downtime or to send employees on holiday, paralelly hired workers were laid off.

After this employees with fixed term contracts were made redundant (either by lay offs or not prolonging the work contracts).
If these measures were not sufficient, full time employees and employees with contracts for an indefinite time were laid off. Paralel with this, working time and the number of shifts were reduced (from 4 shifts to 3 or 2).
The measures mentioned above were introduced for a period of 3-6 months supposing that if the economic conditions change, companies will decide whether to prolong these measures or cease them.

In general, we can say that employers in cooperation with the trade unions made a joint effort to protect and save as many workplaces as possible (and to survive the crisis).

Summary of data and the applied measures (from 1st November 2008 to 1st December 2009)
· 57 companies made 6,380 employees redundant (mass lay offs)

· 36 companies laid off 9,381 hired workers
To protect workplaces:
· the number of shifts (from 4 to 3 or from 3 to 2) was reduced by 46 companies, which affects 27,061 people
· 38 companies applied downtime (for different periods of time, from 1-2 days to 1-2 weeks) affecting 27,266 people. The pay for downtime was calculated according to the collective agreement (or the amendment of the CA) or the Labour Code

· 38 companies sent  altogether 33,358 people on holiday
· In January and February a lot of companies have reduced working time, althogether 36 companies with 27,953 people

· DUNAFERR Zrt. must be mentioned, where investments were suspended and a wage and social agreement  - CA – was signed, which says:
· the regulations concerning compensation for overtime, on-call time, employment with reduced working time and redirection are suspended from 1st Dec. 2008  to 31st May 2009 (the regulations of the Labour Code are applied )
· the time of payrise was postponed until 1st July 2009. Wages will be increased by the rate of inflation + 1.05%

· Christmas wages were modified

· Christmas wages under 140,000 HUF were paid

· people with wages over 140,00 HUF were paid 140,000 HUF (until 10th Dec. 2008) The difference will be paid between 1st July 2009 and 31st October 2009.
· the pay of performance incentives were posponed until 31st Oct. 2009

· the rate of food vouchers were reduced to zero, the employer’s contribution to cooked meals was increased to 100 % 

· until 30th June 2009 loans for flats, the employer’s contribution to voluntary  pension funds were suspended, the employer’s contribution to health funds was reduced, and the pay of premium rewarded for loyalty to the company was postponed by 3 months.
These measures resulted a reduction of 400,000 HUF/person for the employees of DUNAFERR Zrt. In return, however, no employee will be made redundant (8,000 employees altogether)

We do not know about closing down any companies or plants. However, as a result of the crisis 1 company was liquidated, which practically means the loss of 650 workplaces.
There are positive examples, too. 4 companies (IBM Székesfehérvár: 500 people, DELCO REMY: 150 people, Grundfos Tatabánya: 25 people, Transzelektro: 50 people) will increase their headcount by althogether about 1,000 new employees.
