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Act CXXV of 2018 on Government Administration (hereinafter: Kit.) brought about a paradigm
shift in Hungarian public service law. It has facilitated significant public law deregulation and
decentralisation. Although it deliberately dismantled the former career ladder, it has been slow to
set up new career paths in its place. Employers have been entrusted with the task of re-regulating
their personnel-related activities. Thus, the main criticism of the law is levelled at what it omits.
The transformation of the career framework ought to take place in a spirit which is consistent with
the legislative objectives of the Kit. To this end, the practice of Anglo-Saxon countries is most worth
taking into consideration, so we examined in detail the approaches taken by these countries to
manage the risks posed by decentralisation. On the basis of this survey, we have drafted a public
service HRM development framework of a longer-term nature which ensures the success of the
process. Thus, bodies can benefit from the flexibility resulting from the recent decentralisation and
deregulation while also being prepared to manage the related risks. Both these results will ensure
high organisational efficiency.
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INTRODUCTION

Act CXXV of 2018 on Government Administration (hereinafter: Kit.) has brought about
a paradigm shift in Hungarian public service law.? It has allowed significant public law
deregulation and decentralisation of personnel (in terms of regulations and competence). It has
terminated the career-based system - abolishing seniority, classification and merit-based
promotion - but it has not established a new personnel system in its place. In accordance
with international trends, it would have seemed logical for the legislator to replace the career-
based system with a job-scope-based personnel system but it opted not to take that road.
Itignored the job-scope-based system to such extent that the Kit. does not even use the term
“job scope”.® At the same time, however, position is the basis of all its pragmatic elements.
Job scope is the smallest building block of an organisation, so a lack of job scope reduces the
efficiency of organisational functioning.

Kit.isin factan unfinished law. Although it has consciously dismantled the existing career
system, it has been slow to set up a new personnel system in its place. For the lack of anything
better, employers were entrusted with the re-regulation of their personnel activities. Thus,
the main criticism which can be levelled at the law concerns what was left out of it.

Deficient legislation is creating a civil service landscape in which local status rules
with different content are being drawn up by different bodies, legal guarantees are being
weakened and, at the same time, the power of employers is being strengthened. As a result,
the disadvantages of the transformed system will be experienced first and foremost, while
only a few of its benefits in terms of greater flexibility and rapid adaptability will be noticeable.
Without modification, the law is likely to be counterproductive and therefore its original
objectives will not be achieved. To avoid this, the transformation process started by the Kit.
must be completed in a spirit that is consistent with the legislative objectives of the Kit.

THE PARADIGM SHIFT OF THE KIT.

The main aim of the paradigm shift of the Kit. was to abolish the career-based model in
public service in Hungary, and to bring about far-reaching public law deregulation and
regulatory decentralisation.* It ended legislative level regulation in several areas and referred
the necessary decisions and the creation of rules to the employer’s competence. Regarding its
specific pragmatic elements, this has led to the following more substantial changes.

2 Inour study, civil service law is governed by Act XXIII of 1992 on the Legal Status of Civil Servants (Ktv.), as well
as the legal status laws that will replace them later, and their implementing legislation.

> Itappears in the Kit. just between the rules of its extension to a new governmental administrative body (Section
1/A), the rules of the change of legal relationship (Section 114), and the transitional provisions (such as Section 283).

*  For an organisational legal approach to decentralisation, see e.g. HEGYEsT 2024: 1456-1457.
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a) Due to deregulation and decentralisation, the regulation competence of employers has
increased, which allows for local characteristics. In their public service policy, the government
administration bodies have created internal rules on nine subject areas (including the procedure
for the establishment, amendment, termination and dissolution of government employment
relationship; the prohibition of co-employment and conflicts of interest for government officials;
and working time, rest time and leave).® In the changed legal environment, organisations are
developing their own human resource management (hereinafter: HRM) processes (such as for
recruitment, selection, promotion, remuneration, appraisal, development, etc.) autonomously.
This is not only an opportunity, but also a constraint, since in the absence of the previous
legal standards, human resource management would remain unregulated.

The policy is one of self-regulation on the part of the employer, which generates rights
and duties. By accepting an appointment, the provisions of the public service policy are
incorporated “automatically” into the content of the legal relationship between the employer
and the government official, hence it is important that the policy meets the requirements
of good faith and fair dealing and that guarantees of these are provided. In labour law, an
internal policy “(like GTC) can be considered ‘unfair’ if it causes disproportionate harm
to the employee(s)”.*

b) Decentralisation leads to different rules being established for each body. However,
deregulation and decentralisation are not values in themselves but merely opportunities to
increase organisational performance through greater flexibility. To achieve this improvement,
human resource management should be adapted to the changed regulatory paradigm.

The old paradigm centred around rules of law that regulated the status of government
officials and the conditions of their employment, i.e. certain HRM processes were developed
by organisations within a single legal framework, with the main management expectation
regarding the activities of personnel being the implementation of the legal provisions while
taking employer measures in accordance with the law. In contrast, the new paradigm is
based on applying the relations of the competitive sphere of the market. The human resource
management of organisations is expected to fall within the general framework established by
thelegal standards, but specific individual rules are defined by internal regulations — guidelines
- or by an organisation’s own code of conduct.” In terms of their legal effect, these can also
be held accountable, and an employee may even be dismissed for violating them, or a legal
dispute may be initiated against the employer. However, internal regulations lack stability
and predictability since the employer can change them at any time. If a certain stability and
predictability does exist, this is due to the fact that it is in the interest of both the employee
and the employer to maintain employment in the long term. This is, nevertheless, not a legal
but an economic constraint, which is not applicable in public administration.

5 Section 19 of Government Decree 88/2019 (IV. 23.).
¢ GYULAVARI-KUN 2013: 15.
Kiss 2019a: 19.
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The main disadvantage of a decentralised regulatory system is that it lacks a unified
government personnel policy, as each body independently formulates its own policies on
recruitment and selection, remuneration, development, etc. Planning of manpower needs is
also done by each body independently. The absence of a centralised personnel policy makes
it impossible to prevent the system from becoming atomised. Thus, so-called economies of
scale cannot be converted into efficiency gains.

Drawing comparisons in the international arena, it can be seen that countries following
the Anglo-Saxon model (i.e. the approach typically taken in English-speaking countries) also
face similar problems, thus it is worth examining public service regulation in these countries
in detail to identify system-specific solutions to these problems. We do not hide the fact that
our intention is to learn from these examples to complete the system left unfinished by the
Kit., with the proviso that solutions which were developed in different social, political, public
administration environments cannot, naturally, be adopted uncritically or automatically.
At the same time, it should not be overlooked either that the objectives of Kit. in many ways
resemble those of the Anglo-Saxon model.

REGULATION PRINCIPLES OF PUBLIC SERVICE IN “ANGLO-SAXON”
COUNTRIES

In the countries which followed what we will refer to as the Anglo-Saxon model the disadvantages
of decentralised functioning became apparent early on, including the prevalence of favouritism
in public administration, unfair and disproportionate remuneration and strong organisational
fragmentation. The followers of this model therefore not only shared characteristics, but
also experienced similar problems.® In order to address these individual problems, various
proposals were made and government measures were taken. The following section will
examine how such measures were intended to redress dysfunctions and to what extent they
were compatible with the principles of the system.

a) It should be emphasised that in the Anglo-Saxon model, HRM processes (recruitment
and selection, employee replacement policy, career management, performance appraisal,
remuneration and incentives) form a single, integrated system based on job evaluation and
competency management (the Civil Service Competency Framework).?

Traditionally, political neutrality and the primacy of merit have been of great significance
in the selection of British civil servants. In order to eliminate favouritism, the Civil Service
Commission was set up in 1854 as an independent body, one of the main tasks of which was
the selection of civil servants on the basis of open competition examinations.!® Today its
role is to define the principles of the procedures for governing the selection of civil servants,

8 Hazar12019:77.
®  PAKSI-PETRO 2020: 270-301; PAKSI-PETRG 2023: 9-32.
10 HazaFr12019: 77.
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and to govern the operation of the selection system." In 2018 the Civil Service Commission
formulated the rules of the selection process which were published as guidelines governing
all ministries and agencies."

The members of the Public Service Commission are called Civil Service Commissioners
who are appointed by the monarch on the reccommendation of the Minister of Public Service
(i.e. the Prime Minister). Public service commissioners must meet a number of requirements.
These requirements are defined in the Code of Practice for Staff. The regulation imbues the
previously mentioned four core values (integrity, fairness, objectivity and impartiality)
with special content. At the same time, the regulations regulate the accountability and
responsibility issues of the Commission, according to which the Minister of Public Service is
ultimately responsible for the independent and efficient operation of the Commission before
the Parliament. Members are subject to conflict-of-interest rules, and the rules also address
the requirements of integrity and transparency.” The Anglo-Saxon understanding of the
importance of selection has been aptly characterised by Lajos Lérincz, as the belief that “an
unprepared or ill-prepared civil servant is unable to handle even simple matters, he needs
constant help, his mistakes also delay the work of others”.**

The crucial role of selection is also shown by the fact that it is directly regulated by law and
involves a legal relationship.”” The law defines the principles of selection, among other matters.'®
Pursuant to the provisions of law, selection shall be based on merits and shall take place on the
basis of fair and open competition.”” The guidelines of the Commission stipulate that merit
means that the candidate appointed to a position must meet the published requirements, be
able to perform accordingly in the role , and be the best among the applicants.’® According
to the principle of fairness, the selection procedure must be unbiased, objective, impartial
and consistent.”” Open competition entails the public advertising of the vacancy on the basis
of equal rights, in the framework of which the information necessary to fill the vacancy and
the requirements of the tender procedure must be disclosed.

The individual public administration bodies are responsible for developing and managing
their selection procedures. The procedures may differ from each other in accordance with the
characteristics of the specific vacancy to be filled and if necessary, they must differ significantly.
However, common principles and procedural rules should be followed in all cases. Complying
with the common rules and assessing the suitability of the candidates is the responsibility

1 GYORGY 2019.

Civil Service Commission 2018.

Civil Service Commission 2010.

4 LériNcz 2010: 379.

See Constitutional Reform and Governance Act 2010.

See Constitutional Reform and Governance Act, Section 10-11.
Civil Service Commission 2018: Point 3.

18 Civil Service Commission 2018: Point 4.

Civil Service Commission 2018: Point 5.

Civil Service Commission 2018: Point 6.
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of the individual selection panels.” A selection panel consists of at least two persons, and is
headed by a civil servant or, in the selection of the highest level civil servants, by one of the
civil service commissioners.” The panel must ensure the impartial (objective and unbiased)
assessment of the candidates (i.e. his/her compliance with the conditions of the tender), and
the panel must make a decision on the selection of the most suitable candidate.? The members
of the panel must comply with the rules of conflict of interest,** which also strengthen the
requirement of impartiality.

In the recruitment process, public administration bodies must publish all relevant information
on the nature and level of the position to be filled, the conditions of employment, the selection
procedure to be followed and the details of remuneration.?* The bodies must apply the same
procedure to all applicants (unless particular life circumstances require a different procedure).
The invitation for applications must be published on a platform and for a period of time that
ensures equal access for all applicants.?

During the selection process the candidates must be assessed on the basis of their merits, and
their personal (friendly, family) contacts must not influence the decision-making.”” Candidates
must comply with the requirements of integrity, fairness, objectivity and impartiality laid
down in the Civil Service Code.?®

The selection procedure is not limited exclusively to the examination of the facts, and usually
also involves competitive examinations. The competition may last several days. In the written
part, candidates are expected to analyse statistical tables and draw up advice on how to solve
a government problem. In the oral part, the candidates have to demonstrate their skills in
verbal expression to the required level.”

Taking all the facts into account, the selection panel ranks the candidates on the basis of their
merits, then according to this it may propose the appointment of the first-ranked candidate.

b) As mentioned earlier, there have been a number of problems and injustices in the public
administration salary system. Before reviewing these problems and the responses that have
been proposed to them, a brief description of the system of remuneration is necessary.

Due to the particularities of the British civil service system, as indicated above, i.e. the fact
that there are not always sources of law that precisely regulate certain aspects of the public
service relationship, there are likewise no detailed statutory rules on the salary system.*
The Civil Service Management Code summarises the most important framework rules, the

2L Civil Service Commission 2018: Points 7-8.

Civil Service Commission 2018: Points 9-10.
Civil Service Commission 2018: Point 11.
Civil Service Commission 2018: Point 12.
Civil Service Commission 2018: Point 16.
Civil Service Commission 2018: Points 17-19.
Civil Service Commission 2018: Point 27.

2 Civil Service Commission 2018: Point 28.

»  GYORGY 2019.

% GYORGY 2019.
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detailed elaboration of which is delegated to the individual public administration bodies.*
The Management Code discusses the most important rules under the heading “pay and
allowances”. The Code calls on organisations to publish their own regulations, typically in
the form of a Handbook, and to make them available to all civil servants.*? It is an important
guarantee rule, although the Cabinet Office supervises the drafting and content etc. of the
employer-level rules.”® At the same time, while the organisations are drafting the regulation,
the opinion of the Cabinet Office and pre-existing best practices must be taken into account.**

Regarding the establishment of pay systems, the Management Code defines the following
principles: while creating its own pay system, each public administration body must comply
with the requirement to make rational use of public funds, while exercising appropriate
financial control, maintaining the flexibility of the remuneration system, and must ensure that
there is a close and effective relationship between the performance of civil servants and their
remuneration.” If a body makes major changes to its pay system, the rules of the latter are to
be sent to the Cabinet Office, which must conduct a restructuring business case.*®

To avoid unjustified income disparities between particular bodies, jobs and civil servants,
directives and guidelines are applied for protection. The provisions on equal remuneration
of the Equal Opportunities Commission have to be complied with, which are set out in the
Code of Practice on Equal Pay of the Commission.” The individual bodies are obliged to
maintain continuous communication regarding their pay system with the cabinet Office
and to provide all the relevant data.*

Moreover, the pay system is in a sense also connected to the promotion system. The order of
promotion can also be shaped by the bodies. Only general provisions are laid down for them
in the Management Code.* For example, it stipulates that in connection with promotion and
mobility, the employer’s decision can only be based on the merits of the civil servant. Special
attention should be paid to the suitability of the civil servant to carry out the duties altered in
this way. It is also a guiding rule for promotion and mobility that when bodies are designing
and developing such schemes, they should follow the rules laid down by the Cabinet Office and
act on what has been said in the consultations. The Management Code also requires bodies to
have a staft handbook on promotion and mobility. A further requirement is that promotion
must take place in line with the selection principles. Experience shows that instead of pay
tables, pay ranges and pay bands are used with minimum and maximum levels.* In central

' PAksI-PETRG 2020: 281.

32 PAKsI-PETRO 2020: 282. Cf. Civil Service Management Code, Introduction, Point 5.

3 PAksI-PETRO 2020: 282. Cf. Introduction 7.

**  PAksI-PETRG 2020: 283.

% Cf. Civil Service Management Code, 7 Pay and allowances - 7.1 Remuneration of Staff - Conditions 7.1.2
points a-d.

Civil Service Management Code, 7 Pay and allowances - 7.1 Remuneration of Staff - Conditions 7.1.3.
Civil Service Management Code, 7 Pay and allowances — 7.1 Remuneration of Staff - Conditions 7.1.4.
% Civil Service Management Code, 7 Pay and allowances — 7.1 Remuneration of Staff - Conditions 7.1.5.
¥ See Civil Service Management Code, 6.4 Promotion and Lateral Transfers.

0 PaksI-PETRO 2020: 284.
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public administration, five different classifications are most commonly used, within which
several job scopes can be distinguished.” Remuneration usually takes into consideration
the classification system, so in higher categories and in the job scopes within them the pay
is correspondingly higher.*?

It might be no coincidence that the Code of Practice on Equal Pay contains important
guarantee rules to promote equal opportunities. As already mentioned, in many cases guidelines
and handbooks help to ensure that the rules comply with the legal requirements. Will Hutton’s
report of 2011, which made various proposals on how public administration bodies could
develop a more just remuneration system, can be seen as one such handbook or guideline.

One of the highlights of the report is a proposal to create a so-called Fair Pay Code. According
to Hutton, a fair pay system must meet three overarching requirements. Firstly, it should consist
of fair and appropriate levels of pay; secondly, when determining salary, employers should
establish and follow fair procedures; and thirdly, it should ensure that the requirements of
accountability and transparency are met.

The first requirement means that the pay of a senior civil servant must proportionately reflect
the contribution of his work to meeting the organisational objectives. The pay should be inline
with the characteristics (importance and difficulty) of the post held and the performance of the
civil servant. The Code sets out a number of criteria to accurately assess the characteristics of a
position. The document includes complexity, which can be assessed in terms of participation in
decision-making, the degree of cooperation and interaction involved and the complexity of the
task performed. It also mentions the impact of the role on specific resources (such as financial
and human resources) and on society (such as public services). Tasks and competences such as
decision-making powers, the degree of autonomy in decision-making, and the organisational
level of the provision of tasks play an important role. Finally, it addresses the skills and
competences of the manager and the knowledge required to perform his tasks. In the context
of job performance, the Code states that managers’ salaries must reflect their individual
performance. The performance-related elements of managers’ salaries should be clearly
linked to performance, based on the long-term objectives and core functions of the bodies
they are employed by. All managers must reach a certain level of performance to be eligible
for the full salary. If a manager’s performance exceeds the required standard, they may be
granted an additional bonus calculated as a percentage of their basic salary. Seniority should
be taken into account when differentiating the level of performance-related pay. A variable
pay system for managers should be based on thorough performance appraisals.

The second requirement is for pay to be set within a stable framework of criteria, and that
decisions on pay grades be based on factual assessment rather than subjective criteria. The
pay must be in harmony with the role of the body within public administration and the extent
of the pay differential between the senior-level and lower-level officials has to be taken into

4 Grade Structures of the Civil Service. Institute for Government.

2 GYORGY 2019.
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account. Accordingly, each body should have a formal promotion and pay system that provides
predictability for its officials working at all levels of the organisation.

The point of the third requirement is that salaries must also be transparent for citizens.
Although Hutton describes these requirements with regard to senior-level staff, in our
opinion several partial requirements of these could also be applied equally to the employment
relationships of the lower-level staff.**

¢) Performance appraisals are used to assess the performance of civil servants. A comparative
study by EUPAN listed the pragmatic elements that can be linked to performance appraisal.**
The research examined in detail four of the most frequently encountered elements in
performance appraisals: career development, legal instruments linked to poor performance,
development, training and remuneration. An interesting question is whether individual
Member States prefer to apply these separately or in combination. As it transpires, ten
Member States combine the legal instrument under examination with all the areas mentioned.
The research shows that in post-/job-based systems it is not common practice to link appraisal
to career progression (which is somewhat logical, since in these public service systems there is
no real classical notion of career progression). However, it is also interesting to note — although
it may seem to follow logically - that in career-based systems it is not common practice to
link appraisal to remuneration.

Where appraisal is the basis for promotion, it is worth noting that in most cases it is not
taken into account exclusively, but it is one element alongside other factors based upon the
merits of the civil servant, which together determine the conditions for progression through
the promotion grades.

With regard to poor performance, a large majority of Member States simply apply some
form of dismissal or termination of employment in case of poor performance (although the
research highlights that the experience of Member States is that in most cases employers
do not choose this method of dismissing poorly performing staff). There are also Member
States where (disciplinary) sanctions follow poor performance. It is very rare, according to
the research, for the focus to be on improvement rather than punishment.*

Interestingly, the research barely addresses the relationship between performance appraisals
and development in the Member States surveyed, which certainly suggests that there is a
generalised lack of focus on individual development in European public service systems
at present, although the research has underlined its importance. All that emerges from the
authors’ study is which Member States use the assessment results for the development of
civil servants and which Member States identify (for development purposes) the strengths
and weaknesses of civil servants’ performance. Concerning the former, a large majority of

4 Hutton Review of Fair Pay in the Public Sector 2011: 85-92.
“  STARONOVA 2017.
4 Ireland is an example to follow on this issue. See Guidelines for the Management of Underperformance.
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responding Member States use the information from the evaluation in some way to plan
training, while regarding the latter, the response was roughly halfin favour and halfagainst.

However, the research shows that more and more Member States are applying performance-
related pay systems. The study investigates the ways in which the two legal instruments are
linked. These can be direct links with salary, in the form of a performance-related salary
component or a salary increase (cumulative in nature; variable according to merit; leading
to progression between steps or a lump sum) or indirect (leading to progression between
promotion/grading steps). In rare cases, not only positive but also negative salary changes
can occur in the practice of some Member States (in addition to the Hungarian civil service,
nine other Member States use the result of a performance assessment to change salaries
in a “punitive” way). Various approaches have been taken to setting the level of bonus or
performance-related payin the civil services of the different Member States. Bonuses of up to
10 percent of basic salary can be awarded in six of the seventeen Member States responding,
bonuses of up to 20 percent in three of them, up to 50 percent in four countries and even
bonuses of up to 100 percent (!) in five states.

Of course, as with any comparison, it is difficult to compare the systems exactly. For example,
some rules on bonuses cover all employees and some cover only a narrower range of positions.
The research also highlights that when analysing the Member States, there are great disparities
when it comes to who is responsible for setting the performance-related pay component.
In some cases, this is subject to some form of supervisory or higher management control, but
it is not uncommon for the appraising manager (who is the immediate superior and usually
also the exerciser of the employer’s authority) to set the amount. According to the research,
a pay-for-performance arrangement entails both fiscal risks (i.e. there may not be enough
money in the public purse to pay higher salaries) and the danger that performance may become
a subordinate factor, with bonuses or pay elements set in this way becoming a permanent
part of the salary/base salary, thus losing their motivational and incentive role over time.*¢

d) No matter which of the legal institutions and systems outlined above is taken as a basis, it
is clear that, in addition to principle-level regulation, a major role is assigned to the various
commissions and independent central advisory bodies. Their function is primarily to smooth
out the differences arising from decentralisation, to provide a form of coordination, to ensure
transparency between the various administrative bodies and to promote uniform jurisprudence
in accordance with statutory rules. These are not only the characteristics of the civil service in
Britain, butare also found in other public service systems following the Anglo-Saxon model.
For example, an institution similar to the British Civil Service Commission was established
in the United States of America to abolish the political spoils system. In Australia and New
Zealand, similar institutions were also set up (1902, 1912). Canada also followed this pattern,
with the establishment of the Canadian Civil Service Commission in 1908.* However, it is

“  The authors cite Bulgaria and Slovakia as examples.
Y Hazar12019:76.
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not only in the Anglo-Saxon legal and administrative culture that such institutions are to
be found. An example is the Slovak Civil Service Act, which regulates the status of the Civil
Service Council* (and not the Civil Service Office!). The status of the Council is defined by
the Slovak legislator as an autonomous administrative body with independent, coordinating
and controlling functions and powers. The Council is therefore not an operational executive
agency, but a supervisory authority established to ensure uniformity in the practice of the
law, to enforce the principles of the civil service and to enforce the standards of the Code of
Ethics for Civil Servants.*

MISSING ELEMENTS IN THE SYSTEM INTRODUCED BY KIT.

a) From the practice in the Anglo-Saxon countries, selection and remuneration were highlighted,
as these two pragmatic elements play a key role in HRM processes. In addition, it is precisely
in these two processes that the regulation deficiencies of Kit. are most evident. Before going
into these two processes in detail, it should be emphasised that one of the major deficiencies
of the law is that these areas (i.e. recruitment and selection, employee replacement policy,
career management, performance appraisal, remuneration and incentives) are not treated as
asingle integrated system based on job scope evaluation and competence management. The
law’s failure to do so is mainly because, as noted above, it does not define the concept of job
scope and, with that, job scope competences. This is the basis of all HRM processes, without
which no integrated system can be developed.

b) Regarding selection conditions, the Kit merely states that — apart from the general statutory
requirements — the person exercising the employer’s right shall determine the professional
conditions for filling the position and to this end he shall take into account the provisions of the
government decree.*® The regulation adds that the requirements of a post must be determined
on the basis of the professional composition of the government administration body, the
nature of the tasks to be performed by the post holder and in the light of the situation of the
local labour market in such a way as to ensure the professional and efficient performance of
the tasks to be performed.*!

The employer is free to decide on their method of selection. A restricted or competitive
procedure may be applied. In the case of an open recruitment procedure, an appointment
may only be made to a person who applied for the publicly advertised position and who met
the conditions originally stipulated.” The process of establishing a government employment

4 Act No. 55/2017 Coll. on the Civil Service, Article 12.
¥ OECD 2015:113.

% Kit. Section 58 (2)-(3).

51 Section 20 of Government Decree 88/2019 (IV. 23.).
52 Kit. Section 83 (1).
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relationship and the rules of the selection procedure — within the government administration
body - must be laid down in the public service regulations.*

The above legislation shows that the bodies have been authorised to determine the selection
criteria and the selection process. However, it is not possible to define selection criteria in
the absence of job scope descriptions. Indeed, if there are no job-scope-specific professional
criteria, selection cannot be based on merits, fairness and competition either.

In order to meet the above triple requirement system, it is also necessary to define, centrally, the
essential conditions for a merit-based, fair and competitive selection. For example, it would be
important to define uniformly which selection methods and techniques satisfy the requirement
that the selection process be professionally credible.>* The individual processes must, in
turn, be designed to ensure that the principles of equal opportunities, non-discrimination,
professional achievement, fairness and performance are properly enforced.

Although, on the basis of the legislation currently in force, it is also possible for the Personnel
Centre to carry out a fair selection procedure at the request of the bodies,* this separates the
process from the bodies on the one hand, and on the other hand it means that the bodies are
not bound by the results of the procedure.*® This rule fundamentally calls into question the
credibility of a procedure thus conducted, as a person may be appointed who is not the most
suitable on the basis of the results of the procedure.

¢) The salary determination rules of Kit. raise concerns in several areas. As already mentioned,
Kit. dismantled the former fixed rules on classification, promotion and remuneration, and
granted wide-ranging authorisation to employers instead. The dismantling of some elements of
the career system in itselfis not objectionable, as several examples can be found internationally
of uniform, fixed career rules being replaced by differentiated remuneration, with the new
principles mostly being based on job scope competences and performance requirements. The
Anglo-Saxon model already described is also characterised by such an approach. The worry is
that statutory rules have been dismantled, only to be replaced by ad hoc employer’s decisions
that carry the inherent risk of arbitrary “discretion”.

Determining salaries is along process and it has several pitfalls. First of all, the Government,
upon the minister’s proposal in a resolution, defines the posts belonging to the basic staff.””
Neither the law, nor the related government decree defines the criteria for the preparation of
this classification, nor the conditions for the decision itself.*® Thus, the classification structure
of the posts is left to the discretion of the employer. The classification categories determine
the salary bands to be applied for each post.* This is what actually makes post classification

% Section 19 point a) of Government Decree 88/2019 (IV. 23.).

5 For instance: HAZAFI-KAJTAR 2021: 255-256.

5 Section 12-24 of Government Decree 716/2021 (XII. 20.).

%6 Section 21 (1) of Government Decree 716/2021 (XII. 20.).

57 Kit. Section 51 (1)-(3).

% The Kit. lists the professional conditions for filling the position as an example [Section 58 (2)]. Government
Decree 88/2019 (VI. 23.) lists the content elements of the minister’s proposal [Section 3 (2)].

% Kit. Section 134 (1).
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crucial. The classification of posts has a significant impact on individual salaries, as the salary
band belonging to each category cannot be exceeded. In other words, the classification of
posts draws a distinction between government officials, but this distinction is not related to
the nature, quality or quantity of the work performed, the working conditions of the post
holder, the necessary qualifications, physical or mental effort required, or the staft member’s
experience and level of responsibility, nor does it take into account labour market conditions.
The situation would be different if posts, or rather job scopes, had to be classified with regard
to the task to be performed and the qualifications and competences required to fill them.
Currently, however, the employer has to make a decision on these when the Government has
already made a decision on determining the basic number of staff and the classification of posts.

Following the decision of the Government, the professional criteria for filling the posts
shall be defined. To this end, the professional composition of the government administration
body, the nature of the tasks to be performed and the local labour market must be taken into
account and it shall be ensured that the tasks to be performed in the post are carried out
professionally and efficiently.* This provision is quite difficult to interpret for law enforcers
since it has logical and content-related flaws. It is not clear what kind of relationships the
legislator envisaged between professional composition, the local labour market situation and
professional requirements. When enforcing the law, law enforcers are obliged to apply their
discretion with regard to certain content elements of the provision.®* For example, they must
deduce creatively how the professional composition of the body and the local labour market
situation are related to the professional requirements of a job. Basically, they need to ascertain
what the legislator might have had in mind when he defined these aspects. For example, if
there is a shortage of a particular professional qualification among an organisation’s staftand
the local labour market also has a shortage of them, it is necessary to determine what other
qualifications could be used as substitutes.

A further issue arises as to what qualifications can be considered by the employer to be
equivalent to each other, so they can serve as alternatives. This basically leads to a situation
where employers can shape and change professional requirements at their own discretion -
even without any rational reasons. In essence, there is only one limit on the arbitrariness of
decisions: the employer’s common sense. If this is lacking, the legal regulations may even
“include” the condition that a high school diploma is required for the highest management
positions, while several university degrees may be necessary for the lowest-level positions. This
would obviously not be a rational decision, but it would not conflict with the law. Moreover,
it could lead to unjustified differences not only between organisations but also within them.

Having designed the classification structure of the posts, the employer must then determine
the individual salaries within the salary bands belonging to the classification categories. The
only exception to this rule is when a position held by a permanently absent government official
is filled on the basis of a fixed-term legal relationship. In this case a salary in the salary band

0 Cf. ActI0f 2012 on the Labour Code Section 12 (3).
61 Section 20 of Government Decree 88/2019 (IV. 23.).
02 KANTAs 2001.
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for a classification category that is one lower or one higher than the classification category
of the post can also be paid.*

However, this provision also raises serious concerns, as it violates the prohibition of
discrimination. It discriminates against both permanently absent government officials,
and government officials appointed for a fixed term to replace them. In effect, it makes
an unjustified distinction between government officials doing the same job on the sole
ground of whether they have a fixed-term or indefinite appointment. Under Act CXXV
0f 2003 on Equal Treatment and the Promotion of Equal Opportunities (“the Equal
Treatment Act”), direct discrimination is constituted by a provision which results in a
person or group being treated less favourably than another person or group in a comparable
situation is, has been or would be treated because his/her actual or perceived employment
relationship is fixed term.**

The exerciser of the employer’s authority shall determine the salary of a government official
on the basis of their professional abilities, qualifications, practice and performance.® This
provision has logical and content-related flaws, similarly to the definition of professional
criteria for filling the posts. The regulation lacks any explanation of how professional skills,
qualifications, practice and performance assessment shall be taken into account and what
procedures should be followed when determining salaries.

On the basis of regulatory principles of the Anglo-Saxon model, this deficiency can be
redressed. A fair salary system is one that establishes fair and adequate salary grades, where
the employer follows a fair procedure while determining the salary, and where accountability
and transparency prevail. Due to deficient regulation, the Kit. does not meet any of these
conditions. The amount of salary is fair and adequate if it reflects the proportionate contribution
of the job scope to the organisational objectives, the characteristics of the position filled (size
and weighting), and individual work performance. Fair procedure means that the salary is
determined in a stable framework criteria system, and any decision on salary is based on
factual rather than subjective criteria. Finally, accountability and transparency are achieved
when the system is both transparent and understandable by citizens.

d) Knowing how government officials feel about seniority, legal guarantees, flexibility and
their labour market preferences is important for the planning of the salary system. A recent
study we conducted looked at these issues, among other related matters.* We sought to answer

6 Kit. Section 134 (1a).

¢ The Equal Treatment Act Section 8, point r).

6 Kit. Section 65 (3).

% The Ministry of the Interior and the Ministry of Public Administration and Regional Development invited the
Ludovika University of Public Service to conduct a study on the ageing challenges of public administration and
to present the results of the research at the European Public Administration Network (EUPAN) working group
meeting and the Director General’s meeting. A questionnaire was prepared in cooperation with experts from
the Ministry of the Interior, asking government officials and managers working in government administration
about their views on public administration, career, values, labour market preferences etc. Statistical data from
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the question: does seniority continue to exist in a latent way in the bodies covered by the Kit.
in terms of remuneration and “grading”?

One of the most significant changes introduced by the Kit. is the abolition of seniority-based
grading and salary. At the same time, the Hungarian civil service has been stronglylinked to a
seniority-based career system, following the Prussian-Austrian model since the 19 century.
We were therefore curious to see to what extent the culture of the Hungarian civil service is
characterised by the need for financial recognition of experience associated with seniority.
To this end, we examined whether a correlation between age and salaries could be detected.

As only the salary data for ministries were available, the analysis was carried out only of
ministries. The individuals included in the sample were those who were employed in government
service, worked full-time, had a tertiary education and spoke at least one foreign language.

The correlation was also examined overall by ministry and by classification category (Table 1).

Table 1: Correlation by ministries

Correlation
Total 0.21101876
Ministries Correlation
Ministry of Agriculture 0.237234478
Ministry of the Interior 0.259531766
Ministry of Energy 0.206311117
Ministry of Construction and Transport 0.194280174
Ministry of European Union Affairs 0.361338988
Ministry of Defence 0.410810965
Ministry of Justice 0.284424507
Ministry of Public Administration and Regional Development 0.227295059
Ministry of Culture and Innovation 0.193437586
Ministry of Foreign Affairs and Trade 0.108446016
Cabinet Office of the Prime Minister 0.154050194
Prime Minister’s Office 0.386821497
Ministry for National Economy 0.302157038
Ministry of Finance 0.326154131

Source: the calculations of the authors based on KSZDR data

the Government Personnel Decision Support System (KSZDR) were used to understand the characteristics of
government administration and to show the interrelationships between them.
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Table 2: Correlation by classification categories

Classification category Correlation
Head of Department 0.026251852
Chief Government Adviser 0.165550139
Government Adviser -0.168078639
Head of Unit 0.047355637
Chief Senior Government Adviser 0.10624099

Senior Government Adviser 0.139425081

Source: the calculations of the authors based on KSZDR data

The average results for the ministries show that there is a stable but weak link between salaries
and the ages of government officials. When looking at ministries individually, the results are
more nuanced. For the Ministry of Defence, the correlation is medium and the relationship
is significant. This may be related to the fact that promotion according to military rank is
strongly embedded in the organisational culture, and its effect extends even to “civilian”
staff. At the same time, the results of the other ‘uniformed’ ministry, the Ministry of the
Interior, are barely above average, i.e. the ‘rank approach’ has no impact at all on the status
of government officials. This is probably due to the fact that the Ministry of the Interior is not
a purely law enforcement ministry but also has significant ‘civilian’ policy areas in its tasks
and responsibilities. The correlation is significantly above average for the Prime Minister’s
Office and for the Ministry of European Union Affairs.

Overall, it can be concluded that the ministries on average show a stable but weak correlation,
i.e. thereisadiscerniblelink between age and salaries, but it haslittle influence on the size of
salaries. This does not exclude the possibility that in some ministries the correlation is much
clearer and more decisive. This could also lead to the conclusion that the Kit. has not only
formally abolished seniority in a few years, but has also significantly reduced its impact in
the organisational culture, except in one or two portfolios where the link between age and
remuneration is more strongly present. At the same time, the pre-Kit. legislation did not rigidly
address seniority-based promotion and remuneration, but made salary more flexible through
salary supplements, allowances, basic salary compensation, and title awards. In essence, the
need for differentiation has been evident since the early 1990s. This means that for decades
the organisational culture has been open to differentiation based on employer discretion, to
reduce the rigidity that comes from strictly observing seniority. However, it seems — and this
is confirmed by the results of our questionnaire survey - that the pendulum has swung too
far the other way with the entry into force of the Kit. and the resulting abolition of seniority,
and that the demand for a career guaranteed by the law is growing among staff.

Within the classification categories the relationship is weak, and indeed it is almost negligible.
This means that when employers set salaries across the bands, they are essentially ignoring age.

We asked respondents what they thought about some of the features of public administration
and how true they thought they were. Answers were given on a scale of 1 to 6, where 1 meant
that the respondents agreed ‘not at all”’ and 6 when they agreed ‘totally’. The highest scores
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In your opinion, how well do the following statements describe public administration? (%)

(1: not at all typical - 6: very typical)

4.1 4.0

3.6

The administration The administration Public administration Working in public Good professionals Work in public
is for the citizens is fast and flexible is cost-effective administration work in the administration
is interesting and varied administration is stable and predictable
M Central government administration Territorial government administration
B Ministries [ Government administration

Figure I: Opinions on public administration I
Source: EUPAN survey data

In your opinion, how well do the following statements describe public administration? (%)
(1: not at all typical - 6: very typical)

34
3.0
2.6
22
The public administration Public administration Career prospects in public There are opportunities
is highly respected in society staff are well paid administrations are predictable for learning and development
in public administration
B Central government administration Territorial government administration
B Ministries [0 Government administration

Figure 2: Opinions on public administration 11
Source: EUPAN survey data

were given to the characteristics related to professionalism. The respondents largely agreed
with the assertion that “Public administration is for citizens”, with a result of 4.1, while “Good
professionals work in public administration” scored 4, and “Work in public administration
is stable and predictable” had an average score of 3.8. Also scoring above the medium was
the professionalism-related statement that “Work in public administration is interesting and
varied” (Figure 1).

The lowest ratings were given to statements connected to the material and social prestige
of public administration employees (Figure 2).
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In your opinion, how well do the following statements describe public administration? (%)
(1: not at all typical - 6: very typical)

3.6

33 34

33 3.3

3.1

The public administration Public administration Career prospects in public There are opportunities
is highly respected in society staff are well paid administrations are predictable for learning and development
in public administration

[ Boomer (1946-1964) GenerationY (1981-1995)
B Generation X (1965-1980) B Generation Z (1996-)

Figure 3: Opinions on public administration ITI
Source: EUPAN survey data

While there was no significant difference in the values of positive opinions between the
different types of bodies, the “severity” of negative opinions varies greatly between the central
and territorial levels. While in the county government offices, the speed and cost-effectiveness
of public administration are rated significantly more favourably than at the central level, the
social and material remuneration of public administration is rated much lower in provincial
offices. This difference is due to the fact that speed, flexibility and cost-effectiveness are mainly
measured in the context of the public services®” provided to citizens at the local (territorial)
level. Atthe same time, the lower average salaries in county government offices may lead them
to perceive the social and material prestige at the central level as less favourable.

Data by age group also reveal other correlations. Respondents born between 1946 and 1964
(so-called baby boomers) rated the stability and predictability of public administration and
predictable career prospects lowest. This is probably due to the fact that as the oldest age group
they have experienced the most organisational restructuring, downsizing and existential
vulnerability. However, Generation Z is the most positive about these same characteristics,
which is understandable as they have the least first-hand experience and therefore tend to
form their opinions based on hearsay information (Figure 3).

¢ See IVAN 2023: 76-81.
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In your opinion, how well do the following statements describe public administration? (%)
(1: not at all typical - 6: very typical)

43 44
4.1 40 4.0

36 36 35 35
3.1 31 31 32

41 40 441 40 42

The administration The administration Public administration Working Good professionals work Work
is for the citizens is fast and flexible is cost-effective in public administration in the administration ~ in public administration
is interesting and varied is stable and predictable
B Boomer (1946-1964) Generation Y (1981-1995)
B Generation X (1965-1980) B Generation Z (1996-)

Figure 4: Opinions on public administration IV
Source: EUPAN survey data

e) Labour costs account for the largest share of public administration operating costs, so
increasing the headcount entails a significant budgetary burden, and conversely, reducing
the staffing level can release considerable budgetary sources to support economic growth.
This would imply that the optimum headcount for the civil service is an issue which can be
approached rationally. However, in practice this is not the case. The optimum headcount
of the public service is decided much more by considering political criteria than as a result
of rational headcount management. It depends to a much greater degree on what needs
governments have and what role the state is expected to play in providing public services.
The original question should therefore not be about determining the optimal number of staff,
but rather about influencing it in the optimal direction.®

Recognising the headcount problem, the Kit. introduced a position-based, fixed system
of headcount management. This means that the Government has direct control over the
staffing levels of public administration bodies. Only the Government is authorised to decide
to increase the number of positions in the public service sector or to change the classification
of positions. At this point the decentralisation advocated by the Kit. therefore fails. This raises
the question of whether the efficiency-enhancing effect of decentralised personnel activities
can be achieved within a centralised headcount management framework. Whatever the
answer may be, itis certain that effective headcount management cannot be achieved without
long-term workforce planning. At present, there is no strategic workforce planning in the
Hungarian public administration.

% HAZAFI-SZEKER 2021: 1340.
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THE PUBLIC SERVICE HRM DEVELOPMENT FRAMEWORK

a) The deficiencies described above must be redressed, otherwise the law becomes really
counterproductive, and the objectives that were set originally will not be achieved. However,
it has to be emphasised that redressing deficiencies cannot be limited to legislation. On the
contrary, legislation is merely a means to an end, whose content is given by well-defined
personnel developments, the elaboration and implementation of which can only take place
over a period of several years. The means for this programmed development is the Framework
for the Development of HRM in the Public Service (hereinafter: Framework).

The Framework aims to provide HRM development services that will lead to the development
of a competitive, professional staff with a sufficient headcount and proper composition and
a personnel system that can be managed effectively in the government administration.
The Framework will ensure that the increased flexibility resulting from the recent processes of
decentralisation and deregulation is exploited by departments and that greater organisational
efficiency is achieved. The Framework ensures that the bodies take advantage of the greater
flexibility offered by the recent decentralisation and deregulation and thereby achieve greater
organisational efficiency.

b) The internal regulation of the HRM processes missing from the system and the uniform
requirements should be defined by so-called soft regulation tools. The HRM Excellence Model
(hereinafter: Excellence Model), which is based on the principles of quality management
systems and which describes the general operating model of a single integrated system of
HRM processes, serves this aim well. By using it, the efficiency and effectiveness of personnel
activities are increased and the organisation is made more transparent, with clear lines
of responsibilities and well-defined powers. The Excellence Model is process-oriented
and therefore allows for improvement. Its application ensures both flexible design of local
processes and the uniform enforcement of quality requirements. If it is complemented with
an accreditation system, it allows processes to be monitored and excellence to be certified
for citizens as users of public services.

The Excellence Model is in fact a quality assurance standard that aims to provide a framework
for the optimal design and continuous improvement of HRM processes based on quality
standards. The quality requirements defined during the HRM processes ensure that the
personnel system which is decentralised to the individual bodies is nevertheless designed and
continuously improved on the basis of uniform government demands. The Excellence Model
also provides the basis for the benchmarking of national and international personnel practices.

The introduction of the Excellence Model can be made mandatory, but it can also be optional
with the use of incentives, such as the Excellence Award. Qualification also requires the
existence of an independent accreditation organisation, whose members are appointed and
dismissed by the Minister responsible for public service personnel policy. Counselling and
training are needed to prepare for certification. The conditions for the latter can be provided
by the Ludovika University of Public Service.
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¢) The basis of HRM in the public service sector is strategic planning, which requires that the
public bodies (or the government) have the data and information necessary to make personnel
policy decisions. Strategic workforce planning is the basis for modelling the demographic
(headcount and age composition) evolution of staff and its impact, as well as assessing the
possibilities of outsourcing (PPP, contracting out, etc.), supporting vertical and horizontal
staff mobility (i.e. temporary employment other than fixed appointments), and for exploring
efficiencyreserves (e.g. e-public service opportunities, new technologies, work opportunities, etc.).

The Government Decision Support System for Personnel (hereinafter: KSZDR) provides a data
asset that can be used to support the development of long-term personnel policy strategies in
an efficient and comprehensive manner. Moreover, it not only can provide statistical data for
governmental personnel decision-making, but it can also support governmental administration
bodies in the design, reorganisation and development of their own organisations. The system
not only provides answers to the reasons why certain HRM processes have occurred in the
past, but also predicts the future consequences of specific decisions. All these functions are
intended to supply scientific, research and methodological solutions that are otherwise not
available in government administration bodies.

d) To enable rational government decisions to be taken on public service (public service
personnel policy), it would be advisable to establish a Public Service Council working alongside
the Government which would have the right to counsel, deliver opinions, make proposals
and coordinate activities. Its members, on the proposal of the minister responsible for public
service personnel policy, would be appointed by the Prime Minister from among the most
acclaimed and knowledgeable theoretical experts and practitioners in public service. The
Council would, inter alia
— deliver its opinion on draftlegislation affecting the public administration and its staff:
analyse the enactment of legislation and draw up proposals for improving the legislation
— develop professional and methodological recommendations for the selection,
qualification (assessment), training and upskilling of employees working in public
service
— on the basis of the KSZDR, analyse and evaluate the development of the headcount
of public bodies, the required qualifications and salary relationships, and provide the
reasons for such changes

It is worth noting finally that the Ktv. provided for a council of similar legal standing, but it
was never established. The time has come to redress this deficiency.
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https://www.legislation.gov.uk/ukpga/2010/25/contents
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https://www.equalityhumanrights.com/sites/default/files/equalpaycode.pdf
https://circulars.gov.ie/pdf/circular/per/2016/24.pdf
https://circulars.gov.ie/pdf/circular/per/2016/24.pdf
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