19

Coordination Practices in Hungary: The Case of Szél
Kalman Working Group
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Introduction
The newly elected Orban cabinet that entered ifftoecfollowing the landslide election victory in&§ 2010

found itself caught in a situation requiring de@g &nstant structural changes to the public housels Figure
19.1 shows, the long-term negative trend of theafibalance trespassed, as a consequence of thiagfiscal
and economic crisis of 2008, the threshold of snatality. The two action plans announced in thistfmonths
of the new administration contained only some stemrh fire alarm measures. A direr problem waseadhg
systemic and longer-term changes, particularlyhenetxpenditure side, within the very short timerfea
available and at less than prohibitive politicastso Such measures were devised only by the Saétdh Plan

(SKP) announced in March 2011 (Government of Hupgén1).

Figure 19.1Public debt and budget deficit in Hungary, 2001-12
Source: EUROSTAT.

The SKP included 26 goals ranging from re-desigmifigoad range of social benefits to reshuffling th
public transport system and to decreasing the nuwfiddPs from 386 to 200 from the next electioneT3KP
itself contained only a very brief description oéasures, all of which required, however, closeataltation
between a broad range of central government ackbesgoal of the Széll Kalman Working Group (SKW@&)s
to coordinate the complex task of implementing$hé>. This case description reviews the contextctre

elements, the process and the results of this gwirdn arrangement.

Since documentary evidence, systematic and publiahalysis and assessment of the Working
Group’s operation were very scarce, the chaptetlynbsilds on in-depth interviews with key informanvho
participated in the process. In addition, basicgseof legislation and published and unpublishadc:gonent

reports/documents served as the empirical basteatesearch.



Country and policy field background

Hungary is a unitary, parliamentary republic. Thengarian administrative structure comprises thegels:
central, territorial (county) and local level. Tbentral government system is divided into ministiaad various
agencies, many of the latter having field officegdunty or even lower (local) administrative levahd
employing a significant share of civil servantsisivariety of middle-tier administrative organizats, together
with the elected, county self-governments and theéministrations, constitutes the middle tier olbjp
administration. At the lowest level, Hungary’s temnry is divided into more than 3,000 locally eledt

municipal self-governments and 200 centrally suisen; administrative districts, from 2013 onwards.

The Széll Kalman Working Group could best be urtdeisin the context of two key contextual factors
extending far beyond the scope of the SKWG. Tha filas the continuation and the deepening of Hualfiand
economic crisis that created a severe need fordiadgemergency management. The second is assbuitle
the tectonic shift in the Hungarian political systenvhich occurred after the 2010 defeat of the &istiLiberal
coalition and the landslide victory that resultaciparliamentary supermajority of the Centre-REgRIESZ-
KNDP coalition! This shift in politics resulted in a swift and flamental institutional and constitutional
redesign of political and administrative institutso The observed features of the emerging system ar
characterized in international political scien¢erkture, varyingly, as illiberal (Bankuti et &012), autocratic
(Scheppele, 2013) or — from a narrower, adminis&gioint of view — strongly centralizing (Korn&012;

Hajnal and Kovacs 2013).

The SKWG can be seen as an innovation, inducetidopéeds of budgetary crisis management, in
central governmental coordination. Therefore, itdsessary to briefly review the developments tibait place

in the field of inter- and intra-ministry coordiiat in the preceding two decades.

In the period between 1990 and the present, maregemcentral government was characterized by
recurring and increasingly successful attemptsrahgthening hierarchical coordination. In thisqess four

important milestones can be identified.

The first milestone occurred in December 1990 withsetting up of an administrative consultation
process among the ministries. At the top was a@euncil of Permanent State Secretaries, which was
composed of ministries’ highest ranking adminisbebfficials. Until 2006, the Council met once pegek to

discuss and possibly approve any items on the ageiha next Cabinet Meeting.



The second milestone was the Orban’s first Calsr998 reform of the Prime Minister’s Office
(PMO). This involved a definitive strengtheningtbé PMQ'’s authority over ministries. The core chamg@s
the creation of a structure mirroring the ministtyucture within the PMO, whereby each mirror dépant was
entitled to examine/filter/reject initiatives corgifrom the respective ministry before it could tethe

Cabinet’s agenda.

The third milestone was a set of closely interedlaneasures introduced in early 2006. By and large,
these measures were labelled as the ‘strengthehipgjitical governance’. Changes comprised thditibo of
the position of permanent state secretaries anddbeesponding Council and replacing it with engar, but
more explicitly political framework that includedmong others, several politically appointed staetxetaries

and deputy state secretaries from each ministry.

Finally in 2010, Orban’s second Cabinet abandohe®006 innovations. Instead, the pre-2006
arrangements of Permanent State Secretaries wereaduced. This step was probably motivated tgy th
degradation of ministries’ internal managementaystwhich had ensued as a consequence of the 2006
elimination of the clearer bureaucratic structangped by permanent state secretaries. The statdadiee-
introducing a clearer separation between politics @dministration played, in the view of the braactentext of
the government’s administrative policy charactatibg an almost unlimited strife to enhance politaantrol

and politicization, no role (Hajnal and Csédg 2014).

Thus, most governmental efforts at improving coeation were limited to a narrow set of measures
focusing entirely on the strengthening of the PM@isits equivalent) control over ministries. Otliestruments
often appearing in countries of Western/Northermopa or North America — such as non-bureaucratic
coordination mechanisms and horizontal coordinagisangements (Bouckaert et al., 2010; 6 2003; Tisom

et al., 1991/1998) — were almost entirely absent.

Whatever the role and power of the political centtne normal process of policy coordination in caint
government — both before and after 2010 — was cegof a series of events involving administrative
consultations between ministries, with social pengrand the broader public, and the approval orifioation
by the Council of Permanent State Secretaries. @roisedure was less apt for the rapid implementaifo
decisions made in a top-down style, particularthdy involved several ministerial/sectoral stakdbs with

high stakes and/or politically highly controverdisdues.



The Széll Kalman Working Group

Background and initiation

The SKP — the centrepiece of the government atisteenagement program — was elaborated in the Mynié
National Economy in early 2011. The SKP was a noyg of policy document in Hungarian governmental
practice in that it attempted to specify, explaid gustify quite a broad scope and grievous selsterity
measures in a popular, easily accessible andgailitiopenly combative way (involving a possiblexinaum of

shifting blame to previous governments).

From a substantive perspective, the SKP containgdaoconcise, usually one-sentence description of
measures to be initiated. The detailed contenat-ish the specific way in which the budget cuthiea given field
should be achieved — was to be elaborated in api@ade of the decision-making process, necessavitywing
the collaboration of several ministries and miyistepartments. Note that the actual monitoringhef t
implementation of these measures, let alone thatarory of the effects of the measures, was entiablsent

from the SKP concept.

The various items on the SKP agenda were concégedadnd formulated as an adoption of legal
measures rather than actually doing or achievimgyh For example, the reformulated old age pensystem
did not appear in the SKP as a set of institutenms procedures operating in a specific way andgartcular
effect. Instead, it assumed that ‘By December 8122we codify the legal measures necessary foopleeation

of the new old age pension system.’
The most important expenditure reduction measurédsecSKP included the following:

« Revision of the disability benefit system (disailbenefits amounted to more than 2 per cent
of the GDP in 2008, which is by European comparexeeptionally high).

* Revision of the early retirement system (earlyregtient schemes were in place in a number of
professions, including police and firemen forcex) acentivizing the return of early retirees
into the job market.

e Restructuring of large public transport corporasi¢the Hungarian Rail and the Budapest
Public Transport Corporation).

« Centralization of public education and decreasirgupper end of compulsory school age
from 18 to 15 years.

« Restructuring of the higher education, includingdical decrease in funding to universities.

« Restructuring/decreasing social security supparirfedications.

e Constraining credit taking by local self-governngent

< Onthe revenue front, the priority was an introchrcof a new electronic road toll system.



In order to complete the SKP, in March 2011, theifet called the SKWG into existence, as a temorar
arrangement. The first meeting of the SKWG was heldipril 2011, and its operations lasted until grel of
2011 when the SKP was determined to be successfuyilemented. There was no formal ‘last meeting’ or

closure of the SKWG.

In regard to the stated goals of the SKWG, it isri@sting (especially in the Hungarian context
characterized by a strongly legalistic thinkingptaserve that the SKWG lacked any formal legal enithtion
or statute. It was established through a Cabingisibe and a set of decisions from the ministethefMinistry
of Public Administration and Justice (hereinaftePAJ: the successor of PMO and the most central and
powerful ministry). These decisions were not oégal nature; therefore, they were not accessiblthéopresent

research.

The structure of the SKWG
The SKWG involved a two-tier framework. On the tegel one found the SKWG itself, headed by the bt

of MPAJ and consisting of Permanent State Secestémom each ministry, a selected set of stateetmoes and
deputy state secretaries, and the representative @abinet Office. At the lower tier of the stiwre there were
about 16 Expert Working Groups (EWGS). These weteip early on in the process by a decision froen th
Minister of MPAJ. Each of the groups was led bieast one high-level representative of the affeatistry

(ministries) and usually on the state secretargllev

On the basis of the Cabinet and MPAJ Minister'sglens, the technical details of the SKWG were
specified by the Deputy State Secretariat for Rubdiministration Strategy. The SKWG arrangement
extensively involved both political and adminisivattechnical elements. Non-governmental or corfgosactor
actors appeared only marginally. One of thesegatasions was, for example, when pharmaceuticapaaias

were involved in the work of the EWG working on uedhg the health insurance budget for medicines.

The legislative measures for implementing the itefrthe SKP were to be elaborated in the EWGs and
finally approved by the high-level SKWG. The efigeness and fast operation of the lower-level EWM@s to
be ensured by high-level (deputy state secretasyade secretary level) representation of all irtgrar
governmental stakeholders, which enabled instarisid@-making. Most of the tasks requiring subsgnt
technical expertise such as problem analysis, ifiteatton and evaluation of alternatives, elabaratof the

actual outputs in the form of proposed measuref$/drgulations were done at this lower tier.



There were open conflicts in the working groupbath levels. If the conflict could not be resohau
the lower level then the issue was postponed th#ihext week’s meeting. In the meantime, additisolutions
or compromises were investigated. If this did rves the issue then the head of the high-level SKpv@posed
a solution. If this still did not lead to a consess Cabinet decision was requested. The frequeotiguch
conflicts are reflected by the fact that at least third of the issues were decided by the Cablih@ivever,

according to participants’ views even this raticswd@emed to be a relative success.

The entire system of the SKWG was built upon exgs8tructures and resources. This meant that no
new units were set up and no new personnel weee fir this purpose. The administrative tasks wea@aged

by an existing unit within the MPAJ, the Deputyt8t&ecretariat for Public Administration Strategy.

Information and communication technology also pthga important role in the SKWG framework. A
centralized online platform for planning, schedglimonitoring and reporting on the activities ofriliag

groups, and sharing and reviewing of working docutigvas utilized.

The operation of the SKWG

When looking at how and where important decisiam$ng) the implementation of the SKP were made, oag
differentiate between two key elements: decidingualthe financial target numbers that were to eesed,

and elaborating and codifying the ways in whiclsthéiscal targets were to be achieved.

In regard to the first component, key budgetaryrigg of the SKP — notably kept confidential
throughout the process — were devised by the MingdtNational Economy’s administrative apparatod a
finally approved by the Cabinet Office within thePMJ. This was a similar practice to that of thevjmes, pre-

2010 pattern.

The second stage of the process took place witieirsKWG. This involved the following steps. The
EWGs first prepared their work plans. These wees thpproved by the high-level SKWG. Then, actuakwo
within the EWGs commenced, with the groups repgriieekly to the high-level working group. At thedeof
the work, the results were submitted to the higlellevorking group. These were either acceptedrevision
was requested. If accepted, the proposal was aéné tso-called ‘fast-track administrative congdidt® and
then to the Council of Permanent State Secretdfiali.these stages were successfully passed,ttieeproposal

was added to the Cabinet Meeting’s agenda.

In a case of rejection, the material was referracktio the relevant EWG's desk. In sum, the working

method seems to imply an asymmetric two-way intesacwhereby the main route of interaction is thpwn



(i.e. the implementation of the measures of the JSK& there are significant bottom-up elementmprily in

relation to the elaboration of ways and detailthefforeseen decisions or legal measures to bemmited.

While the processes at the higher level of the SKW&ee strongly regulated, the lower (EWG) level
processes were largely ad hoc and informal, oftgredding on the leadership of the given EWG. Rpdits
on this level were relatively free to express tloein, possibly dissenting, viewpoints. Moreovemttary to the
high-level working group, some extent of freedoonirtop-down control existed in such matters agimyi

members to, and participating in, the EWGs.

The pattern of decision-making in the SKWG thusilexéd important differences from the ‘normal’
mode of administrative consultation described earlince the specific measures translating theithdal
items of the SKP into tangible pieces of legislatmeasures were constructed by the EWGS, the myinist
departments in charge of the given issue did ndiggaate in the decision-making process at alttfr@rmore,

they were only informed about the very decisiorpest.

In addition to the high-level, political decisiorakers, EWGs had participation from a handful of
usually high-quality policy experts. The adminisitra apparatuses and experts of the affected messivere,
however, largely excluded from the EWGs’ operatidansequently, the expertise and information paeeskby

the ‘old’ line ministry apparatuses were omitteanfrthe entire decision-making process.

On the basis of available information it seems thitrather closed mode of operation was chosen
because it ensured the availability of — at leasiome extent — vital policy knowledge and inforiorat More
importantly, on the other hand, it also minimized humber and scope of those closely involved. Was
expected to help avoid unnecessary political dogtminimizing the risk of leaking information on ljmy

alternatives under consideration, and their sesensequences, out to the broader public.

Main impacts and effects

There is little systematic evidence available anithpacts and effects of the SKWG. In terms of eatihg the
SKWG by the success of its key policy goal (thdetation of austerity measures and the actual aebaig of
the budget, as a result of those measures), onddshote that the task was difficult and the plahn®rk

schedule extremely tight.

According to plans, 11 subgroups (expert workingugis) of the SKWG were expected to elaborate the
required legal measures by 1 July 2011, but only & them succeedéBy the end of the year, only four more

subgroups were able to complete their task. Notanbge improvements were achieved in such weightas



as the restructuring of the railways corporatiod dre electronic road toll system (the latter waly o
implemented as late as Summer 2013). The costgaviasures elaborated by the SKWG in 2011 were
supposed to generate savings from financial yea? 2id according to the Cabinet’s prepared fordoasine
year later, 83 per cent of the 550 billion HUF eation was going to be achieved (Government of ldung
2012). Although the actual budgetary effect of §@ (and the subsequent SKP 2.0, launched earB)261
difficult to assess, overall a significant rebaiagoof the current account has been achieved indesgping the

deficit below 3 per cent for two consecutive years.

In the summer of 2013, the European Commissionesudga the excessive deficit procedure against
Hungary. Soon thereafter, the country repaid th@daused from the IMF/EU standby arrangement. iy
picture was yet still darkened by the significaax burdens having appeared in a variety of impoanonomic
sectors, while possibly having a significant negatffect on the following growth and the investtgeriod. In
the second quarter of 2013 the public debt rateeler, still exceeded 80 per cent of the GDP, winels

identical to the case at the beginning of the &laatycle.

Analysing the SKWG arrangement from the perspeciiieansparency, the picture is definitely less
than ideal. All internal processes and documentg wenfidential throughout the entire process. it
conflicts nor preliminary ideas were publicly citated. This rather closed, secretive and low-trarespcy
operation triggered strong criticisms by the oéisiand experts excluded from the process andrtwtige can

be seen as inferior to the one employed by theigus\cabinet immediately after the outbreak of2888 crisis.

Yet another key difference between earlier modeteofsion-making on the one hand, and the SKWG
mode of operation on the other, relates to theptaiged by the seasoned, sector-specific appastutiat is,
units in line ministries and central agencies sdimated to, and working in close cooperation withrh. An
illustrative example of such sectoral apparatusag loe the higher education sector comprising tleti@&efor
Higher Education Policy within the Ministry of Natial Resources and the subordinated Agency for ditunc
The decreasing role of these units — and the baratsuworking in them — can best be understoodsimnaewhat

broader temporal and functional perspective.

Already since the early 2000s, a general tendehdgareasing involvement of ministry apparatuses in
policy formulation began to occur. Instead, keyigotecisions were increasingly drafted by entisash as
experts and think tanks rather than the aforemeeti@pparatuses. However, once elaborated, thegegats

were subject to open debate and deliberation, woless along the lines of the traditional admnaiste



consultation process described earlier. Consequendliticians/decision makers met already reldtive
consensual policy proposal agreements. This enshatdhe decisions made were accepted and pedcasve
legitimate by the affected ministry apparatuses-aimdportantly — significantly decreased the rigladopting

unfounded and, thus, unfeasible decisions.

However, the trend of diminishing the involvemehsectoral apparatuses in policy formulation
seriously accelerated in the post-2010 era whelstnjrunits were given ready-made decisions, alyead
elaborated to substantial detail. As such, the gimgrlocus of decision-making in the SKWG operation
reinforced and accelerated a broader trend of and@ecreasing role of influence played by the seedo
bureaucracy in policy formulation. This may cargrieus dangers, as not only the quality of decisisn
substantially threatened by the exclusion of ttexhnical expertise, but a lack of politicians’ idance in
bureaucracy leads to low morale and a mass exddagerienced, high-quality civil servants who afeen

replaced by politically loyal, but technically inobpetent employees.

Lessons learned and policy implications

On the basis of the evidence presented earlien@yeconclude that a SKWG-type committee may be a
functional instrument of coordination under pregstircumstances and conditions of crisis management
However, some possible limitations and problemateel to the particular manner in which the SKWG se&ts

up and operated may be also identified.

First, the entire operation of the SKWG was oridritavards producing (draft) legal measures as its
output. A consideration of implementation, with ridsource planning, logistical and practical aspdet alone
monitoring of processes and outputs/outcomes, redagntirely absent from the practice. This featirie
policy process is, however, quite characteristidtie entire Hungarian policy style, and is higtistrimental to

its effectiveness.

Second, transparency and participation of socstrs in the decision-making was kept at a
practically non-existent level. Moreover, the inggand information of line bureaucratic apparatusenained
almost entirely unutilized, too. These featuresosisty threatened the quality as well as the legitly of the

decisions made.

Whether and how these two aspects could have beerporated in the SKWG setup remains
uncertain. In particular, the lack of transpareang participation seems to have been a delibetratiegy to

minimize political opposition and political costhard or otherwise unfavourable decisions. Inrseethe



SKWG can be seen as a specific manifestation odader ambition of political leadership to change basic
character of decision-making and policy coordimatiased on the traditional model of administrative
consultation (see also Sarkdzy 2012). Other monmaeent, and possibly more destructive, instrumensslve
these problems include the widespread practicritidting key governmental legislative changes bgaealing
them as bills of individual MPs, thereby allowidgetgovernment to avoid the lengthy administrative a
societal consultation processes and implementdgglhtive changes overnight, sometimes in thealitteense
of the word. A spectacular example of this is tegh changes to the Civil Service Law put throudéva

weeks after the inauguration of the new Cabin&ummer 2010.

It may nevertheless be possible to improve futl@&/&-like arrangements by incorporating more
transparency and — administrative as well as salcigparticipation, and more in-depth follow-up on

implementation and performance in their operation.
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