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Abstract

The Covid19 pandemic shocked the labour market in 2020. The effect differed across
employment statuses and sectors. In our study, we analysed the impact on the development of
the number of self-employed in four selected economic branches. We examined the number of
individuals reallocating across sectors and employment statuses. To measure the influence of
the pandemic, we contrasted data from the last year without Covid19 (2019) to data from 2020.
We found evidence on the impact of the pandemic on the development of self-employed in
Hungary. Sole proprietors reacted to the effects of Covidl9 and the associated pandemic
measures. We observed reallocation across employment statuses and sectors. However, the
observed changes in the dynamics were insignificant in cross-sector reallocation across the two

periods.
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1. Introduction

The development of the labour market is influenced by many trends and factors. However, an
unforeseen event has disrupted the market in the recent years. In 2020, a new coronavirus
disease has spread around the world leading to a global crisis. The World Health Organization
declared Covid-19 as a pandemic on the 11th of March. Policymakers around the world have
introduced containment measures to limit the transmission of the virus. The Covid-19 and the
imposed pandemic measures harmed the global economy causing a decrease in economic
performance. The pandemic and the associated restrictive measures also shocked the labour
market, affecting the lives of both employees and self-employed. The impact varied across
economic sectors. Some sectors were hit hard by the closures and restrictions of business



activities caused by the pandemic. Governments tried to mitigate the negative impacts by
introducing supportive schemes. On the other hand, some sectors could benefit from trends
accelerated by the challenges due to the Covid19 pandemic, such as digitalization and remote

working.

The Covid-19 pandemic hit Hungary in two waves in 2020. The first wave of Covid-19 reached
Hungary at the beginning of March 2020. The Hungarian Government declared a state of
emergency on the 11th of March. Restrictive measures were introduced in March and April,
including closing borders, limiting opening hours of stores, providing special shopping hours
for senior citizens, imposing curfew restrictions, and close-down for restaurants. Restrictive
measures were eased and lifted in May and June and finally, the state of emergency was
terminated on 18 June. The second wave of the Covid-19 pandemic reached the country in the
fall of 2020 when infections surged again. On 4 November 2020, the Hungarian Government
re-announced the state of emergency. Containment measures were re-introduced in November
and December, such as restricted opening hours of shops, limited curfew, and close-down for
restaurants. During the two waves of Covid19, many had to suspend or reduce their economic

activity.

The number of sole proprietors is significant in Hungary, although their contribution to GDP is
less significant. Their numbers are particularly high in some economic sections of the national
economy, such as professional, scientific and technical activities; construction; wholesale and
retail trade, repair of motor vehicles and motorcycles; and other service activities. The impact
of Covid19 and the associated restrictive measures affected sole proprietors differently across
economic sectors. Some sole proprietors, such as those working in the accommodation and food
service activities economic section, clearly suffered during this period. Others, for example,
self-employed people in the transportation and storage economic section experienced positive
effects too.

We chose the following four economic branches to analyse: transportation and storage,
accommodation and food service activities, IT and other information services, and human
health services. Our findings are based on the change in the number of self-employed and
employees and their dynamics across sectors between the years 2018, 2019, and 2020. Data
sources in our analysis are the Statistical Business Register (SBR) and Institutional Labour Data
based on the Social Security Contribution Report of the National Tax Authority. We expect
reallocation in the labour market, both across sectors and between the forms of employment.
Covid19 and the pandemic measures hit hard sectors accommodation and food service
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activities, and human health services, while the effect was not as bad or even beneficial in
sectors transportation and storage, and IT and other information services. Based on these four
economic branches, we examined to what extent entrepreneurship has become an alternative
livelihood for those who lost their job or had to work reduced hours. Have those who worked
as employees in the accommodation and food service activities sector become self-employed,
or have they also become sole proprietors in parallel with their employee statuses? Which
economic branches did they choose? Are the increased number of self-employed in the sectors
of transportation and storage, and IT and other information services related to this dynamic (e.g.
did waiters become couriers)? If not, who chose to be sole proprietors in these sectors? The
pandemic also placed a heavy burden on public health care, which led to backlogs of services
and growing waiting lists. Due to the increased demand for private health care, has the number
of self-employed increased in the human health services sector? Based on the answers to these
questions, we can decide whether the Hungarian labour market, particularly sole proprietors

reacted flexibly to the effects of Covid19 and imposed pandemic measures.

We proceed as follows. First, based on existing studies, we discuss the impacts of the pandemic
and restrictive measures on labour market, with particular regard to self-employed in section 2.
We then discuss data in section 3. Section 4 offers our main results of the development of self-
employed in selected economic branches in Hungary before and during Covid19. We draw

conclusions in Section 5. Finally, section 6 gives a short summary.

2. Literature review

There is a large number of studies that documented the impact of Covid19 and the associated
restrictive measures on labour market. International Labour Organization released the first
edition of their ILO monitor that focused exclusively on the impact of the pandemic on the
labour market in March 2020 (ILO, 2020). In the study, ILO predicted a serious negative impact
on the global labour market, but they underestimated the influence. According to ILO (2021),
the global labour income declined by 8.3%. The global unemployment rate increased by 1.1
percentage points to 6.5%, while the labour force participation rate decreased by 2.2 percentage
points to 58.7% in 2020. Based on the results, they argued that the losses in global employment
“translated into rising inactivity rather than unemployment” (ILO, 2020 p. 11). However, they
noted that unemployment rose more than inactivity in the United States, which was due to the

differences in the use of job retention schemes. As Gros and Ounnas (2021) discussed,
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European Union countries used short-term work schemes to prevent workers from losing their
jobs, and this is the main reason behind the difference in the development of the unemployment
rate in the US and EU. This kind of government support — which was used in Hungary too —

could have a reducing effect on labour market reallocation.

Considering social protection schemes, Battista (2020) discussed that governments had to
introduce new protective measures to mitigate the Covid19 impact on sole proprietors because
self-employed workers in EU countries are less protected than employees due to their special
situations (i.e. lower level of social protection). Similarly, Adams-Prassl et al. (2020) found that
workers in alternative work arrangements, such as self-employed, were more likely to
experience job and earning losses. In Hungary, self-employed, similar to employees, are
provided with statutory access to all insurance-based schemes, that is, sickness, unemployment
and accident at work, and occupational injuries benefits (Spasova — Wilkens, 2018). Even if
sole proprietors are well insured in some countries, they lost so much income that governments
had to introduce supportive programs (e.g. tax deferrals and exemptions, one-off cash transfers,
etc.), and even so, several self-employed people could not cover their living expenses (Battista,
2020).

The impact of Covid19 and pandemic measures on self-employed is well documented in many
countries. Several papers focused on differential effects by individual characteristics, such as
gender, parental status, education, or income level. Based on early results, Fairlie (2020) found
that the number of self-employed dropped from February to April 2020 in the US. Fairlie (2020)
also examined differences in the effect of the pandemic across gender and races and found that
female self-employed, and those belonging to racial minorities were hit harder. Kalenkoski —
Pabilonia (2020) considered differential effects by couple status and parental status besides
gender. Graeber — Kritikos — Seebauer (2021) analysed the influence of lockdowns on female
self-employed in Germany, and pointed out that “self-employed women work
disproportionately often in industries that are more severely affected by the COVID-19
pandemic than men” (Graeber — Kritikos — Seebauer, 2021 p.1171). By examining Canadian
labour data during Covid19, Beland — Fakorede — Mikola (2020) found that the increase in
unemployment and decrease in labour force participation and actual hours worked were more
severe among female, immigrants, and less-educated sole proprietors. Based on early results of
the influence of Covid19 on self-employed in the United Kingdom, Blundell — Machin (2020)
argued that the negative effects were more serious among women, lower-income, older and

single people.



Sectoral differences in the effect of the pandemic and restrictive measures on self-employed
were also documented. Blundell — Machin — Ventura (2020) found that more than a quarter of
sole proprietors who find work through applications (also known as gig workers), such as food
and parcel delivery and private-hire drivers (i.e. those belonging to the transportation and
storage economic section) worked more in 2020 August compared to the same month of the
previous year. This growth is related to the increase in demand for their services due to the
growth in online shopping and distance keeping. According to Apouey et al. (2020), some gig
workers expected increasing income due to growing demand. However, they found that only a
small proportion of gig workers reported an increase in income, for one-third of the workers it
remained the same, and the majority reported a decrease. Reuschke — Henley — Daniel (2020)
discussed that self-employed were hit less in sectors of education; human health and social
work; public administration; and advanced sector services. The latter group comprises sectors
of administrative and support services; information and communication; professional, scientific
and technical services; and financial, insurance and real estate services, where sole proprietors
could easily switch to home office. Self-employed workers belonging to this group could
maintain, or even increase their earnings. On the other hand, self-employed in the sectors of art
and entertainment; manufacturing; construction; transport and storage; and other services were
the most severely affected. According to Block et al. (2020), self-employed working industries
like tourism, restaurants, and events suffered the most severe hit, while those in manufacturing,
trade, health and social care, education, professional services, information and communication
were less affected. In Hungary, Toth — Kélman — Podr (2021) found that the total number of
self-employed decreased in the second quarter of 2020. The greatest drop was in manufacturing;
industry (except construction); wholesale and retail trade, transport, accommodation, and food
service activities economic section. An increase in the number of self-employed was observed

in agriculture, forestry, and fishing; and construction sections.

Some papers documented reallocation in the labour market due to Covid19 lockdowns. Anayi
et al. (2021) argues that job reallocation across industries doubled compared to the pre-Covid19
average in the UK and US. According to Barrero et al. (2021, p. 5.), “relative employment
growth trends shifted towards industries with a high capacity of employees to work from
home”. They found that the leisure and hospitality industry suffered the hardest hit during
Covid19, followed by the construction, and real estate and rental industries. The greatest
employment growth rate was in the information industry, while it was also positive in education,

professional and business services, nondurable manufacturing, and finance and insurance.



Carrillo-Tudela et al. (2021) discusses that the target sectors of job searchers in the UK were
those that could grow during the pandemic. The increased net mobility across industries
suggests that workers left badly hit sectors to join better-performing sectors. However, gross
mobility decreased, suggesting a reduced willingness to switch sectors during Covid19. “The
decrease in gross mobility then suggests that many individuals decided not to reallocate during
the pandemic, perhaps waiting for the recovery to change careers and/or due to the effects of
the Job Retention Scheme, which kept a significant part of the employment population in their
jobs.” (Carrillo-Tudela et al, 2021 p. 26.). They found accommodation and food as the hardest
hit industry, followed by wholesale, and manufacturing. The greatest increase in employment
was in the industry of public administration, while it was also positive in the group of IT,
finance, professional, scientific, and technical services industry, as well as in natural resources,
and education industries. Konya — Krekd (2021) analysed data on employees in Hungary and
found that there was reallocation in the labour market. The greatest loss in the number of
employees was in wholesale and retail trade, and food services activities and they observed the

greatest increase in the number of highly qualified executives and software developers.

Based on the literature, Covid19 and the associated restriction measures shocked the labour
market, which was more severe for sole proprietors than employees. The effect on self-
employed differs by individual characteristics, such as gender, parental status, income, and
education level, and also differs by sector. The fact that some sectors were hit harder than others
suggests that there was a labour market reallocation during Covid19. However, governmental
support that aimed to mitigate the negative impact of the pandemic had a reducing effect on
reallocation too. In our paper, we study if the development in the number of self-employment
in Hungary suggests a labour market reallocation, and if so, then how significant is the

reallocation.

3. Data

We used Statistical Business Register (SBR) and Institutional Labour Data based on the Social
Security Contribution Report of the National Tax Authority to analyse the impact of the
Covid19 pandemic and restriction measures on the Hungarian labour market, particularly on
self-employed. The former data source contains daily updated information on the legal form,

status, and regional data of all organizations with tax numbers in Hungary. The latter data



source consists of two data collection: one is the social security contribution of employees
reported by employers (report *08), other is the social security contribution of self-employed
reported by themselves (report *58). A significant proportion of self-employed are not obliged
to fill out report *58 as they are not paying social security contributions separately, instead, they
pay the Fixed-Rate Tax of Low Tax-Bracket Enterprises and on Small Business Tax (Hungarian
abbreviation: KATA). Therefore, we had to correct data on self-employed by including KATA
payers. The social security contribution database consists of individual data, where individuals
could appear several times if they have several simultaneous employment statuses, therefore,
we aggregated these entries on individual level. Although we know that it results in information
loss, we only kept one entry for every individual. This step was necessary, so we could allocate
every individual to an economic branch. The best approach would have been to keep that form
of employment that results in the greatest amount of income for an individual, however, we
have no such information on KATA payers, which is a very significant group among self-
employed. There was no good solution for this issue, we decided to keep those statuses that
belong to service sectors.

We examined the data for 2020, as it was the year when Covid19 spread all over the world. We
also looked at the data for 2019, so we could compare 2020 with a year that was not influenced
by the pandemic. In the case of SBR, we have the latest data on self-employed for all of the
years. As for the other data source, we have monthly data, where if individuals appeared in any
month of a particular year, then we included them in our study. We took into account the most

recent data regarding their economic activity for all years.

In our study, we analysed sole proprietors classified by economic activities aggregated
into 38 branches (A38 of NACE). Our focus was on four NACE branches that we expected to
be most affected by the Covid19 pandemic. Undoubtedly, Accommodation and food service
activities (branch I in A38 level of NACE) belongs to the worst affected sectors. We also
examined Transportation and storage (branch H) and IT and other information services (branch
JC) sectors, which might be positively influenced by Covid19. Lastly, we took a look at the
Human health services (branch QA) sector that had an important role during the pandemic.



4. Results

If Covid19 and the pandemic measures have affected sole proprietors, then it must be reflected
in their numbers. This section consists of four subsections. First, we analysed the development
of self-employed workers and their cross-sector movement in subsection 4.1. Then we
examined the development in reallocation from employee status to self-employed in subsection
4.2. In subsection 4.3, we looked at the change in the number of people who gave up their
simultaneous employment statuses to fully pursue their self-employed careers. Lastly, we
examined the development in the number of those individuals, who decided to start a self-

employed career parallel to their employee statuses in subsection 4.4.
4.1 Development of self-employed and cross-sector movement

Firstly, we examined the development of the number of self-employed in the four selected
economic branches. The headcounts increased in almost all four sectors, except accommodation
and food service activities in 2020. However, we can not draw any conclusions without
comparing the results to the dynamics of a pre-Covid19 year. The growth was greater in sectors
of IT and other information services and human health services in 2019. The increase in the
number of sole proprietors accelerated only in the transportation and storage sector. The number
of self-employed in accommodation and food services remained at the same level in both
periods. Among the four selected sectors, the transportation and storage was the most, while
the accommodation and food services was the least populated economic branches in 2018. Both
sectors maintained their positions throughout the two periods. The gap in the number of sole
proprietors between the economic branches widened as their number stagnated in the
accommodation and food services and grew at an increasing rate in the transportation and
storage sector. We can conclude that Covid19 and the imposed restrictive measures slowed
down the growth in the number of self-employed in sectors of IT and other information services
and human health services. On the other hand, it accelerated the increase in the transportation

and storage economic branch.

We looked at the development in the net and the gross mobility by examining the dynamics in
the number of sole proprietors who entered or left the selected economic branches. Net mobility
decreased in every sector except transportation and storage from 2019 to 2020. At the same
time, gross mobility increased in every branch. Net and gross mobility are shown in Figure 1
and Figure 2.
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Mobility in the number of self-employed increased in economic branches that are below the 45-

degree line, while there was a decrease in sectors, which are above the line.

Figure 2: Gross mobility in selected sectors
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Gross mobility increased in every economic branch, despite fewer individuals became self-
employed in the selected sectors in 2020, except for transportation and storage. The increase in
the number of new entrants to the transportation and storage sector was close to 50%. The
number of individuals who left the sectors increased in all four cases. The number of people
who left accommodation and food service activities was greater than the number of people
entering the sector, therefore, resulting in negative net growth in the number of self-employed.

The number of sole proprietors who entered or left the selected sectors is presented in Table 1.

We also examined cross-sector movement, though, the number of self-employed entering the
chosen sectors by leaving another or leaving the selected sectors and joining another was less
significant in both Covid19-affected and pre-Covid19 years. Therefore, most of the entrants
were not in self-employed status a year earlier, while most of those who left the selected sectors
also stopped being sole proprietors. The results are given in Table 1.

Table 1: The number of people who left or joined selected sectors
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Number of people left:

Period Movement Trasp. Accomm. IT  H. health
From 2018 Total 1,652 2,391 1,283 1,171

to 2019 Of which: to another sector* 184 545 111 196
From 2019 Total 2,427 2,925 2,142 1,638

to 2020 Of which: to another sector* 232 628 139 202

Number of people entered:

Period Movement Trasp. Accomm. IT H. health
From 2018 Total 4,593 2,776 5,131 3,262

to 2019 | Of which: from another sector**| 331 335 375 335
From 2019 Total 6,708 2,698 4,637 2,895

to 2020 | Of which: from another sector**| 403 354 420 382

Notes: *The rest of the total left self-employed status (e.g. by termination without legal

successor). **The rest of the total had no self-employment status before (e.g. worked as an

employee)

Source: own elaboration

Only a few hundred self-employed switched sectors in the examined periods. The largest

proportion of those who changed economic branch was in accommodation and food service

activities, where more than 20% left the sector to become sole proprietors in another. The

absolute value of percentage points change of self-employed leaving to or coming from another

sector between the two periods was small, from one to four percentage points.

The proportion of cross-sector movement remained at the same level from 2019 to 2020. The

results are presented in figure 3.

Figure 3: Change in the proportion of cross-sector movement in the total reallocation (sum of

all selected sectors)
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Although the number of cross-sector reallocating self-employed is small, we looked at their
movement. The largest number of sole proprietors, who switched to sectors IT and other
information services or human health services came from real estate activities. Economic
branches of transportation and storage and accommodation and food service activities were the
most popular among self-employed from agriculture, forestry and fishing sector, followed by
those from wholesale and retail trade, repair of motor vehicles and motorcycles sector in both
periods. Among those, who switched from sectors of accommodation and food service activities
and transportation and storage the most popular destinations were administrative and support
service activities and wholesale and retail trade, repair of motor vehicles and motorcycles. From
human health services, the largest number of self-employed moved to the other services sector
in both periods. We could not observe a notable change in the dynamic of cross-sector
reallocation in the selected economic activities between the two periods.

4.2 Reallocation from employee status to self-employed

We can find additional information if we include the status of employee in our analysis and
look at the dynamics among employment statuses and economic branches. However, SBR does
not include data on employees, therefore, we turned to our second data source. At this point,
we have to note that the number of self-employed in the two data sources is not the same, they
differ.

First, we examined the number of employees who decided to leave their job and became self-
employed in one of the four selected economic branches. Therefore, we could see how self-
employed has become an alternative way of living. However, we found that only a few hundred
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people decided to switch employment statuses. The most popular sector among new self-
employed was transportation and storage, with almost 500 new entrants in both periods. The
greatest proportion of employees who decided to switch to self-employed status left
accommodation and food service activities economic branch, that is, 570 people in the Covid19-
free period and near 500 in the first year of the pandemic. Similarly, a decline can be observed
in the other three sectors too, hence, Covid19 and the imposed restriction measures reduced the
willingness to switch from employee to self-employed status. Not just the number of people
who left their jobs from the selected sectors and became self-employed in one of the economic
branches decreased, but also the number of those, who left their employee status from one of
the sectors to become sole proprietors in the selected branches. The results are given in Table
2.

Table 2: Number of reallocating people to/from selected economic branches

Number of people left employee status from selected
sectors to become self-employed

Period Trasp. Accomm. IT H. health
From 2018 to 2019 | 294 570 254 134
From 2019 to 2020 210 499 175 97

Number of people became self-employed in selected
sectors by leaving employee status

Period Trasp. Accomm. IT H. health
From 2018 to 2019 470 308 397 147
From 2019 to 2020 498 230 395 103

Source: own elaboration.

The only sector, where the number of new entrants did not decrease is transportation and
storage. In IT and other information services, it stayed at the same level. Employees saw the
opportunity in switching to self-employed in these economic branches, while they found the

other two sectors less attractive than in the pre-Covid19 year.

Although, the proportion of cross-sector reallocation in the total movement is high, it represents
a small number of people. The majority of new self-employed in selected economic branches
switched both employment statuses and sectors in 2019 and 2020. The proportion of people

who shifted across sectors increased from 2019 to 2020, as shown in figure 4.

Figure 4: Change in the proportion of cross-sector movement in the total reallocation (sum of
all selected sectors; from employee status to self-employed)
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The largest number of those, who switched sectors, moved to the chosen branches from the
public administration and defence, compulsory social security sector in 2019. This statement
remained valid in accommodation and food service activities and human health services during
the first year of Covid19. However, the largest amount of new sole proprietors in transportation
and storage shifted from administrative and support service activities economic branch,
followed by public administration and defence, compulsory social security; wholesale and retail
trade, repair of motor vehicles and motorcycles; and accommodation and food service activities.
Hence, the increased number of new self-employed in transportation and storage in 2020 was
due to the new entrants from other economic branches. It means that some employees from
different sectors saw the opportunity in becoming sole proprietors in transportation and storage
sector. In the case of IT and other information services, the greatest number of people switched
from being employees from administrative and support service activities, which means

increased popularity of the sector among them.
4.3 From parallel employment statuses to self-employed

People can be employees and self-employed at the same time. Therefore, we look at the change
in the number of people, who had simultaneous employment statuses but decided to fully pursue
a self-employed career. Among workers, who had parallel employment statuses, but decided to
leave their employers and remain sole proprietors, the most popular sector was IT and other
information activities, followed by transportation and storage, human health services, and
accommodation and food services. Similarly, the greatest number of those who remained only
self-employed had parallel employment statuses in IT and other information activities, followed

by the other sectors in the same order as before. The results are given in Table 3.
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Table 3: Number of people reallocating from parallel employment statuses to self-employed

from/to selected sectors

Number of people remained only self-employed by giving
up parallel employment statuses from selected sectors

Period Trasp. Accomm. IT H. health
From 2018 to 2019 | 1,465 962 1,473 976
From 2019 to 2020 | 1,622 944 1,788 1,137

Number of people became only self-employed in selected

sectors by giving up parallel employment statuses
Period Trasp. Accomm. IT H. health
From 2018 to 2019 | 1,520 904 1,552 962
From 2019 to 2020 | 1,681 848 1,908 1,157

Source: own elaboration

The number of people reallocating increased in all sectors except accommodation and food
service activities. Fewer people with simultaneous employment statuses from accommodation
and food service activities economic branch decided to remain only self-employed during
Covid19 than a year earlier. In addition, fewer people decided to remain only sole proprietors
in accommodation and food service activities, who had parallel employment statuses. The
reason for the latter could be that fewer people thought that they could make a living as only
sole proprietors in this particular economic branch. The former indicates that fewer people with
simultaneous employment statuses in accommodation and food service activities thought that

they could get along if they resign from their job.

Cross-sector movement is insignificant in this case, most of the people who gave up their
parallel employment statuses to fully pursue self-employed careers remained in the same

sectors. The results are presented for both periods in figure 5.

Figure 5: Change in the proportion of cross-sector movement in the total reallocation (sum of

all selected sectors; from simultaneous employment statuses to self-employed)
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Less than 10% changed sector, except in the case of accommodation and food service activities,

where this ratio is a few percentage points higher.
4.4 From employee to simultaneous employment statuses

We examined the change in the number of people who decided to become self-employed
parallel to their employee status. In 2019, the greatest number of employees who embarked on
self-employed careers simultaneously to their jobs was in human health services, followed by
transportation and storage, accommodation and food service activities, and IT and other
information services. This order changes for 2020 as follows: accommodation and food service
activities, transportation and storage, human health services, and IT and other information
services. The order of those who were employees in a sector but decided to also embark on a
self-employed career in the selected branches changed too. The greatest number of reallocations
was in human health services, followed by transportation and storage, 1T and other information
services, and accommodation and food service activities in the pre-Covid19 year. In this order,
the first and the second sectors switched places during the first year of the pandemic. The results

are presented in Table 4.

Table 4: Number of people reallocating from employee to simultaneous employment statuses
from/to selected sectors
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Number of people who were only employees in selected
sectors, but started parallel self-employed status
Period Trasp. Accomm. IT H. health
From 2018 to 2019| 3,892 3,017 2,622 4,720
From 2019 to 2020| 2,398 3,249 1,592 2,242

Number of people who were only employees, but
started parallel self-employed status in selected sectors
Period Trasp. Accomm. IT H. health
From 2018 to 2019| 3,555 1,905 3,244 5,241
From 2019 to 2020| 3,517 1,617 2,110 2,616

Source: own elaboration

The number of employees from the human health services sector, who became sole proprietors
as well more than halved from the pre-pandemic year to the Covid19-affected year. A similar
decrease was observed among those employees who decided to pursue parallel employment
statuses in the human health services sector. Therefore, Covid19 and the associated restriction
had a significant negative effect on the intention of employees to embark on a self-employed
career in or from the human health services sector. We also examined the development in the
number of individuals who had simultaneous employment statuses in human health services,
and we found increasing numbers, hence, although the pandemic decreased the intention of
people to become employees and self-employed simultaneously in human health services, it

could not stop the growth in their numbers.

The only sector where more employees decided to become also self-employed during Covid19
was accommodation and food service activities. As many employees in this sector could not
work due to the pandemic measures, they saw an opportunity in starting a self-employed career.
The supportive programs of the government helped employers to keep their employees, hence,
those working in accommodation and food service activities as employees could retain their
jobs. Although their working hours dropped to zero, they received — a reduced amount of —
salary thanks to the support of the government. By embarking on self-employed careers, they

could make up for the lost part of their salary.

The number of employees who simultaneously started a self-employed career in transportation
and storage remained almost the same in the two periods. The greatest number of them stayed
in the same sector in both periods. Among those who reallocated between economic branches
the largest number came from the sector of wholesale and retail trade, repair of motor vehicles

and motorcycles, followed by administrative and support services, and public administration
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and defence, compulsory social security in the pre-Covid19 year. In 2020, there was a change
in cross-sector movement, the greatest number of people came from accommodation and food
service activities, and their number tripled compared to the previous period. Similarly, the
greatest number of employees in accommodation and food service activities who also became
self-employed and also switched between sectors went to the transportation and storage
economic branch in 2020. The willingness to reallocate across sectors increased during Covid19
as shown in figure 6. We looked at the development in the number of individuals who were
employees in accommodation and food service activities and self-employed in transportation
and storage simultaneously, and we found that their numbers doubled, reaching 500 people in
2020.

Figure 6: Change in the proportion of cross-sector movement in the total reallocation (sum of

all selected sectors, from employee to simultaneous employment statuses)

2019 2020
43.7% 45.0%
56.3% 55.0%
m Same sector = Cross-sector m Same sector m Cross-sector

Source: own elaboration

5. Conclusions

Covid19 and the imposed restriction measures shocked the global economy and the labour
market. Reuschke — Henley — Daniel (2020), and several other studies pointed out that self-
employed workers were hit particularly by the effect of the pandemic. The influence of Covid19
on self-employed was documented in several countries. The differences in the impact was
observed across genders, races, different parental statuses, education and income levels, and
sectors. Some economic branches were severely hit, while others could even grow during the
pandemic.
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Self-employed in accommodation and food service activities, for example, was among the most
affected sector in Germany (Block et al., 2020) and Hungary, too (T6th — K&lman — Po6r, 2021).
Different impacts were observed on sole proprietors in the transportation and storage sector, for
example, a negative effect was observed in France (Apouey et al., 2020), while Blundell —
Machin — Ventura (2020) documented a partially positive impact in the UK. Both IT and other
information services and human health services belong to the less hit sectors in Germany (Block
et al., 2020), and in the UK (Reuschke — Henley — Daniel, 2020).

We examined the development of self-employed in four selected economic branches during
Covid19 in Hungary. Our two data sources were Statistical Business Register and Institutional
Labour Data based on the Social Security Contribution Report of the National Tax Authority.
The former database contains every self-employed in contrast to the latter. However, to examine

the movement between employment statuses, we also needed the latter database.

We found that Covidl9 and the associated pandemic measures had an influence on the
development of self-employed in Hungary and led to a moderate reallocation in the labour
market. The gross mobility slightly increased in every sector except transportation and storage,
where the growth was much more significant. It means that sole proprietors were more willing
to enter or quit the labour market as self-employed or to reallocate between sectors. In the
selected four economic branches, the willingness to reallocate between sectors increased, which
is in contrast to the findings of Carrillo-Tudela (2021) et al. that documented a general decline
in the willingness in the UK. However, the results showed that employment reallocations across
sectors accounted for only a small proportion of total reallocation, in line with the findings of
Barrero — Bloom — Davis (2020).

The impact of Covid19 was the most significant in the transportation and storage sector, where
the growth in the number of new self-employed increased from the pre-Covid19 year to the first
year of the pandemic. The reason behind the growth is that many people stayed at home and
many switched to home office for safety, which boosted online shopping and food ordering,
and — as Blundell — Machin — Ventura (2020, p. 4.) remarked — “wages were good and workers
were prepared to take the risks.”. The other sector, where we expected a similarly positive
effect, due to the recent trend of digitalization and their advantage of the ability to easily shift
to home office was the IT and other information services. However, the growth in the number
of new self-employed slowed down in the sector in the first year of the pandemic. The growth
in the number of sole proprietors in human health services decreased, too. The movements in
the four chosen sectors are given in figure 7.
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Figure 7: Number of self-employed entered or left the selected economic branches
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Since only a minor part of the movement in self-employed can be attributed to cross-sector
mobility, we, therefore, examined some specific cases of reallocation between forms of
employment. We looked at the number of transitions from employee status to self-employed in
selected sectors, which can indicate how much being a sole proprietor has become an alternative

way of living. The change in reallocation between the two periods are shown in figure 8.

Figure 8: Number of people who left employee status from the selected sectors to become self-
employed regardless the sector of destination (left); number of people who became self-
employed in the selected sectors by changing form of employment regardless the sector of

origin (right)
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Source: own elaboration
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We found that less number of employees left selected sectors to become self-employed in 2020
compared to 2019. However, we observed a growth in the number of those new sole proprietors
in the transportation and storage sector who were employees a year before in 2020. In the case
of IT and other information services, the number of newcomers remained at the same level
between the two periods. The willingness to shift from employee status to self-employed
generally decreased in the four selected sectors, except for the cases when someone left their
job to become sole proprietor in transportation and storage or IT and other information services.
As discussed earlier, these sectors were in a more favourable position (digitalization, home
office, increasing demand). We also looked at cross-sector movement, but we found

insignificant numbers.

The development in the number of workers who gave up their simultaneous employment
statuses to remain only self-employed is also a good indicator of how the perception of being

sole proprietors evolved. The development of the numbers are given in figure 9.

Figure 9: Number of people who left simultaneous employment statuses from the selected
sectors to remain only self-employed regardless the sector of destination (left); number of
people who remained only self-employed in the selected sectors by giving up simultaneous

employment statuses regardless the sector of origin (right)
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We mostly found increasing numbers during the first year of Covid19 compared to the pre-
Covid19 period. The results indicate that the willingness among employees to change their
employment statuses and prosper as a sole proprietor was greater among those who already had
a self-employed status. The economic branch where the number of reallocators decreased in
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2020 was accommodation and food service activities, which confirms that it was the most

negatively affected sector among the selected fours.

The results show that individuals who were only employees before Covid19 were less likely to
take up a self-employed status instead of or simultaneously to their existing employee status in
2020. The change in the number of people taking up self-employed status parallel to their

employee status is presented in figure 10.

Figure 10: Number of people who were only employees in the selected sectors, but took up
self-employed status as well regardless the sector of destination (left); number of people who
embarked on self-employed career parallel to their employee status in the selected sectors

regardless the sector of origin (right)
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Source: own elaboration

The only sector where there was an increase in the number of employees who simultaneously
became self-employed as well, was accommodation and food service activities. Those who
worked in the accommodation and food service activities sector rather became self-employed
parallel to their employee status, than switching to only sole proprietorship. Their most
favoured cross-sector destination was transportation and storage, therefore, they significantly
contributed to the increase in the number of self-employed in this economic branch. On the
other hand, just a few tens of them take up sole proprietorship and reallocated to IT and other
information services sector, which might be due to the fact, that IT requires specific knowledge
that just a few of them possesses. The most significant drop in the willingness to embark on a
self-employed career simultaneous to employee status was in the sector of human health

services. Despite that, the number of people working in public and private health care increased
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in the first year of the pandemic, still, we expected a much greater growth based on the increased

demand for private health care during Covid19.
6. Summary

Covid19 and the imposed restriction measures influenced the development of self-employed in
Hungary. The effect was mostly negative, but for some sectors, the impact was less negative or
even positive. The pandemic induced reallocation in the labour market, however, mostly
between employment statuses, while the movement across sectors was insignificant in many
cases. We conclude that the Hungarian labour market, particularly sole proprietors reacted to
the effects of Covid19 and the associated pandemic measures, however, this reallocation was

less flexible than we expected.

We acknowledge the limitations of our study. First, we lost information on workers who had
two or more simultaneous employment statuses when we took into account only one of their
statuses, so we could match them to sectors. This limitation made it harder to interpret
reallocations when simultaneous employment statuses was considered. Second, we cannot draw
general conclusions on the development of self-employed in Hungary based on our limited
information on four selected sectors. Third, the impact of the pandemic extended beyond 2020,
as it was just the first year of Covid19, hence, we observed only the initial effect of the

pandemic.

As for future research direction, we would like to include data on the year 2021, so we could
see how the labour force, particularly self-employed developed as they had time to adjust to the
new circumstances. We plan to map the income of KATA-payers and incorporate other sectors
in our research, hence providing a bigger and more accurate picture of the development of self-

employed in Hungary.
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