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ABSTRACT

Relevance. The new coronavirus pandemic (COVID-19) has brought major
changes to everyday life and economy in 2020. The impacts of the pandemic are
still difficult to measure and interpret. This paper analyses the key socio-eco-
nomic factors that shaped the course of the pandemic and its regional effects in
Hungary. Research objective. The aim of this paper is to provide a secondary
data-based analysis of regional disparities in Hungary as well as the implica-
tions of the coronavirus pandemic and the related policy responses. Data and
methodology. The analysis consisted of the three stages: first, we processed the
official epidemiologic data related to the coronavirus pandemic and the territo-
rial patterns of infections as well as the data on the socio-economic impacts of
the lockdown (on retail trade, employment, tourism, local governments’ reve-
nues, etc.). Second, we collected the data related to the socio-economic effects of
the pandemic and revealed the territorial impacts of the crisis. Finally, we eva-
luated the government’s measures and interventions introduced in the first wave
of the pandemic in terms of their efficiency. Results Our results demonstrate
that while the epicentre of the pandemic was the capital city and its surrounding
area, the socio-economic impacts of containment measures implemented by the
Hungarian government were felt across the whole country. In some areas, the
lockdown measures could have been unreasonably tight as no reasonable justifi-
cation for these restrictions was provided. Therefore, territorial monitoring and
development of regionally differentiated policies are the main tasks in prepara-
tion for further waves of the pandemic. In our opinion, it is necessary to devise
an action plan that would regulate the protocols of prevention and protection
in connection with the regional focal points (hospitals, nursing homes, schools,
etc.) and their immediate surroundings. Conclusions. Although territorial as-
pects have been taken into account by the government in their efforts to contain
the pandemic in Hungary, they have been given significantly less attention in
terms of socio-economic support. Thus, as the article makes clear, it is important
to devise and implement regionally differentiated policies of containment as well
as socio-economic protection measures.
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AHHOTAIIUA

AxryanmpHocTh. HoBas manpmemus koponasupyca (COVID-19) Brecna ce-
pbe3Hble 3MEHEHNA B IIOBCEHEBHYIO )KM3Hb 1 9KOHOMUKY B 2020 ropy. Bos-
JeICTBYME MaHIEMUM TIO-IIPEXHEMY TPYJHO M3MEPUTb U MHTEPIPETUPOBATD.
B pmanHOI cTarbe aHaNMSUPYIOTCA KIIOYEBblE COLMATbHO-SKOHOMMUYECKIE
¢daxTOopbl, KOTOpBIle CHOPMUPOBAIY TedeHNe IAHEMUN 1 ee PeriMoHajbHbIe
nocnencteuA B Bearpun. Ienb uccnenosanus. Llenb sT0oro JoKkymeHnra — mpe-
MOCTAaBUTh BTOPMYHDIN aHA/IN3 PETMOHA/IbHBIX PAa3/IN4Mii B BeHrpun Ha OCHO-
Be JJaHHDBIX, a TAaK)Ke TMOCIeACTBUI MaHeMuy KOPOHABUPYCAa U COOTBETCTBY-
IOLMX OTBETHBIX MEp NpaBUTENbCTBA. [JaHHbIe M MeTOAbI. AHANIN3 COCTOAN
U3 Tpex 3TAIOB: BO-IEPBHIX, Mbl 00paboTany opuIaabHbIe SMN/IEMIOIOTH-
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YecKue aHHble, CBA3aHHbIe C IaHeMuUell KOPOHABUPYCA U TEPPUTOPHATbHBI-
MU CTPYKTypaMy MHQEKUMT, a TakKe JaHHbIe O COIMaIbHO-9KOHOMUYECKUX
HOCTIEICTBUAX OTPAaHNYeHNIT (HAa PO3HIYHYIO TOPTOBIIIO, 3aHATOCTD, TYPU3M,
JI0XOZbI OPTAHOB MECTHOTO CAMOYIIPAB/IEHNS 1 T.I.). BO-BTOpBIX, MBI cOOpam
[AHHbIE O COLMATbHO-9KOHOMUYECKUX ITOCTeCTBISIX MaHgeMUN ¥ BbIBUIN
TeppUTOpUAaIbHbIE OCIENCTBUS Kpusnca. HakoHel|, Mbl OIleHU/IN MePBI BMe-
IIaTe/IbCTBA MPABUTE/IBCTBA, BBEJEHHbIE B XOJfie IEPBOII BOMHBI HAHIEMUM,
¢ Touky 3peuus ux sapdexrusHocTn. Pesynprarer. Hamm pesynbraTsl moka-
3bIBAIOT, YTO, XOTS SMMULEHTPOM IaH/eMuu OblIa CTONNIA U ee OKPECTHOCTH,
COLMANbHO-9KOHOMIYECKE MOCTENCTBUs OTPAHMYNUTENbHBIX Mep, BBeeH-
HBIX NIPaBUTENbCTBOM BeHIpuim, OLIyIamuch IO BCeli CTpaHe. B HeKOTOpBIX
paifoHax Mepsl M3OMALMY MOITIN ObITh HEONPABAAHHO JKeCTKUMM, IIOCKOTIbKY
He ObIIO IIPefOCTaBIeHO Pa3yMHOr0 OOOCHOBAHM /I 9TUX OTPaHMYEHMIL.
CreoBaTeNbHO, TEPPUTOPUATIBHBI MOHUTOPUHT U pa3paboTKa pernoHaib-
HO AnddepeHIMPOBAHHON TOMUTUKY SIBISIOTCS OCHOBHBIMM 3a/jadaMi IIpU
MOfITOTOBKE K HOBBIM BOJHaM IaHfgeMun. [1o HaureMy MHEHHUIO, HEOOXOAIMO
paspaborarb IUIaH IefiCTBUIL, KOTOPBII peryupoBas 6b! IpouIaKTUKY U 3a-
IIUTY B KOOPAMHALMY C PerMOHANbHBIMM LeHTpamy (6ONbHULIAMM, LOMaMM
IpecTapesbiX, WIKOMIAMI 1 T.A.) ¥ UX HEIOCPE[CTBEHHBIM OKpyXKeHVeM. BpI-
BOJBL. XOTsI TEPPUTOPUATbHBIE ACIIEKThI ObI/IV TIPUHSTH BO BHUMAaHIE IIPaBM-
TENbCTBOM B YCIIMSAX 110 CIEP>KMBAHMUIO MTAHJeMUN B BeHrpum, UM yemnsinoch
3HAYUTE/bHO MEHbIlle BHMAHUS C TOYKY 3PEHMsI COLMATbHO-9KOHOMMYECKOII
noppep>kkn. Takum 06pasoM, Kak MOSICHSAETCS B CTaThe, BAXKHO pas3paboTaTh
U peanu3oBath guUPPepeHIPOBAHHYIO 10 PErroHaM OTPAHIYNTEIbHYIO II0-
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JINTUKY, a TAK)KE MEPDL COIIMaIbHO-9KOHOMUYECKO 3aIUThHI.

Introduction

Assessment of the short-, medium- and long-
term effects of the new COVID-19 pandemic in
2020 and its territorial implications is a challen-
ging task. The social and economic impacts of the
pandemic are so profound and complex that it is
difficult to predict what dramatic consequences
they will lead to in the future. The efforts to curb
the spread of the coronavirus gave rise to a num-
ber of solutions aimed at reducing the frequency
of personal interactions such as remote working
schemes and remote learning. Although such
solutions are not new, the pace of their adoption
and interiorization is remarkable (Lennert, 2020).
At the same time there is a pressing demand for
efficient policy interventions and the elaboration
of novel solutions (Gombos et al., 2020). More
in-depth interdisciplinary research is required to
gain a better understanding of how the pandemic
and the ensuing economic crisis are reshaping the
spatial patterns of territorial inequalities, affecting
territorial processes and contributing to the emer-
gence of unprecedented territorial inequalities. It
is also important to assess the demand for terri-
torially sensitive interventions and policies aimed
at containing the pandemic and mitigating its so-
cio-economic impacts.

The primary aim of the study is to provide an
overview of the 2020 COVID-19 pandemic, its
various socio-economic impacts and territorial
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implications by focusing on the case of Hungary.
The two main objectives constituted the frame-
work for our analysis:

Objective 1: Assessment of socio-economic
effects that occurred during the first wave of the
new coronavirus pandemic (early March - end of
July 2020). We sought to describe the main cha-
racteristics of the crisis triggered by the pandemic
(e.g. the impact of COVID-19 on individuals and
businesses).

Objective 2: Assessment of policy respon-
ses to mitigate these socio-economic effects. The
analysis covers national measures and policies
for social and economic protection aimed at con-
taining the pandemic and countering its regional
effects.

The scope of the paper — based on Objec-
tive 1 — is too broad, yet it may provide compre-
hensive information on the socio-economic ef-
fects of the pandemic in Hungary. Nonetheless,
the paper does not intend to review the full spec-
trum of socio-economic implications, narrowing
the focus to economic effects instead. The multi-
dimensional evaluation of effects — based on Ob-
jective 2 — was conducted with a crucial emphasis
on policy responses. The emphasis was on evalu-
ating the territorial adequacy of economy protec-
tion measures and other policy interventions and
their capacity to tackle territorially differentiated
socio-economic implications.
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Data and Methods

The paper is mostly descriptive, because its
methodology is built on secondary data-based
analysis, literature review and content analysis.
The data were taken from official sources such as
the Hungarian Central Statistical Office, korona-
virus.gov.hu. The logical structure of the analyses
was as follows: first, we processed the epidemio-
logic data related to the coronavirus pandemic
and the territorial patterns of infections. Second,
we collected the data related to the socio-eco-
nomic effects of the pandemic and revealed the
territorial impacts of the crisis.

Finally, we evaluated the government’s sec-
toral measures and interventions introduced in
the first wave of the pandemic in terms of their
efficiency.

The limitations of the study stem from the lack
of detailed socio-economic territorial data, which
is why we decided to provide a general overview
of the situation.

The research results may be used by poli-
cy-makers to prepare for the second wave of the
pandemic and to devise measures for mitigating
adverse impacts.

The Main Features of the First Wave
of the New Coronavirus Pandemic
in Hungary

The COVID-19 pandemic started in the Chi-
nese city of Wuhan in December 2019. After the
first case was detected, the virus spread worldwide
within a few months, leading to the declaration
of a pandemic by the World Health Organization
(WHO) on 11% March 2020. The first two new

Cases
9000

coronavirus cases were detected in Hungary on
4™ March 2020, and on 11* March, after which
the government declared an epidemic emergency
in the country until 18" June. By 31 July 2020, a
total number of 4,505 confirmed cases had been
registered in the country with the number of
596 total deaths, 556 active cases, and 3,353 re-
covered (Figure 1). Overall, 34% of active infected
cases, 60% of the deceased and 45% of recovered
patients were residents of the capital city (Buda-
pest) in the first phase of pandemic. The mortality
rate from the new coronavirus had reached 13.2%
of the total infection rate by the end of July. People
over 65 accounted for 80% of the deaths.

Examining the daily evolution of COVID-19
cases, five distinct phases can be identified during
the first wave based on the pace of the spread
of the epidemic in Hungary (Uzzoli, 2020) (Fi-
gure 2):

1. Phase of isolated cases (04/03/2020 -
20/03/2020): in this period, the total number of
cases remained below 100, the daily number of
new cases in the first two weeks remained below
10 and later it oscillated between 10 to 15. As of
21** March 2020, the total number of infected peo-
ple in the country had reached 103, and the daily
number of new cases had shown a steady increase.

2. Phase of group incidences (21/03/2020 -
09/04/2020): during this period, the average daily
increase in the number of cases was 45. The lo-
west daily number of new cases was recorded on
6™ April 2020 (11 persons), while the highest was
registered on 9™ April 2020 (85 people). By the
end of this period, the total number of cases had
exceeded 900.
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Figure 1. Morbidity and mortality data of COVID-19 in Hungary (04/03/2020 - 31/07/2020)
Source: Official Information Website of Coronavirus Pandemic in Hungary http://abouthungary.hu/
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3. Phase of a rising number of group inciden-
ces (10/04/2020 - 23/04/2020): during this peri-
od, the spread of the epidemic accelerated. The to-
tal number of cases exceeded 2,000, and the daily
number of new cases frequently exceeded 100.
The daily number of new cases was increasingly
affected by the spread of the infection in institu-
tional hotbeds (nursing homes).

4. Phase of a declining number of group
incidences (24/04/2020 - 13/06/2020): during
this period, the daily number of confirmed
cases dropped below 100 and showed a steady
decline.

Cases

5. Phase of a stagnant number of isolated
cases (from 14/06/2020): in this period, the daily
number of new cases generally remained below
10, similarly to the initial phase of the epidemic.
A slight increase was detected in the daily num-
ber of new cases between 16™ and 19 July, which,
however, was linked to a regional or institutional
hotspot and was easy to isolate.

The county-level distribution of new cases
in Hungary shows that the levels above average
were characteristic of the capital city (Budapest)
and Pest and Fejér counties and points to an east-
west divide within the country (Figure 3). If we
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Figure 2. Daily number of new cases in Hungary (04/03/2020 - 31/07/2020)

Source: Official Information Website of Coronavirus

Pandemic in Hungary http://abouthungary.hu/
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Figure 3. All confirmed cases in the counties of Hungary (case per 100,000 inhabitants)

(04/03/2020 - 31/07/2020)
Source: Official Information Website of Coronavirus Pandemic in Hungary http://abouthungary.hu/
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look at the total number of infected persons per
100,000 inhabitants during the first wave of the
epidemic, we shall see that the eastern half of
Hungary (except for Csongrad-Csanad county)
was less affected and had a lower number of new
cases. From the end of April 2020, besides Bu-
dapest and Pest county, an increasing number of
new infected cases was detected predominantly
in the western counties (Fejér, Komarom-Eszter-
gom, Veszprém, Zala), and from the beginning of
July, the daily number of new infections was on
the rise in the eastern part of the country, in Bor-
sod-Abatj-Zemplén and Csongrad-Csanad and
Hajdu-Bihar counties, respectively. If we look at
the spatial diffusion of the pandemic in the first
half of 2020, we can see territorial (Budapest,
Pest county) and institutional (hospitals, nursing
homes) hotspots (Kemenesi et al., 2020).

The short-term health consequences of the
new coronavirus pandemic included the gro-
wing demand for the hospitalisation of infected
patients: as the number of such patients grew, so
did the risks of overburdening the health care
system and the risks of the country facing capac-
ity shortages. In the medium to long term, a rise
in the number of cases of non-communicable
diseases can also be expected, since for a while
non-coronavirus infected patients were denied
access to health care services on various grounds

(e.g. suspension of screening and the treatment
of chronic patients), which may lead to deteri-
oration of their health or to a rise in avoidable
deaths (Kovacs and Uzzoli, 2020). Social distan-
cing during the epidemic may cause, among
other things, a deterioration in people’s men-
tal health (Grinhut and Bodor, 2020). The new
coronavirus pandemic is likely to shape territo-
rial disparities of health inequalities in Hungary
in the future, leading to their intensification and
the emergence of new types of inequalities.

Major Social and Economic Effects
of the Pandemic in Hungary

The pandemic fundamentally transformed
everyday life and engendered novel social phe-
nomena that are likely to persist in the long run.
The restrictions led people to self-quarantine,
switch to remote working or learning schemes.
This, in turn, resulted in revalorisation of digital
achievements and contributed to the importance
of broadband internet access in various spheres
(e.g. shopping, managing finances, entertain-
ment) (Kerényi and Miiller, 2019). However, a
crucial problem in the domestic context is that
despite the availability of digital platforms, they
cannot be accessed everywhere and by everyone
(Figure 4). In several cases, people are facing such
problems as the lack of internet access or neces-
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Figure 4. Wired internet subscriptions in Hungarian homesteads, % (2018)
Source: Koos, 2020, p. 176
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sary equipment or competence to use it (Kovacs,
2020a). According to Hermann, who used the
2017 national data, roughly one-fifth of elementa-
ry school students are unable to participate in di-
gital education because their family has no inter-
net access or computer (Hermann, 2020).

Areas (rural, peripheral villages, home-
steads) and social groups (low pension, impove-
rished, unemployed groups) most vulnerable to
digital exclusion are also those subject to oth-
er socio-economic factors contributing to their
slow growth (Koos, 2020). In addition to the di-
gitalisation of supply, consumer attitudes on the
demand side also need to be taken into account.
Daily life has largely been moved to online plat-
forms, with about a third of the population tran-
sitioning to e-administration (post office, tele-
phone customer service, applications, customer
portal, internet banking) and cashless payment
practices where possible. Most of these trends
imply persistent changes. In the financial sector,
this change is twofold: the use of previously avai-
lable digital products has increased significantly,
and, to a lesser extent, new financial products
have also appeared in non-personal electronic
versions (kpmg.hu).

As in other parts of the world, digital ser-
vices facilitating the minimization of personal
encounters have gained increasing momentum
in Hungary, highlighting the crucial role of the
pandemic in the reduction of the country’s digi-
tal gap. Within a few months, a two-decade gap
was eliminated in various areas thanks to the
use of digital services on a routine basis (for in-
stance, for purchasing a bus ticket or making an
appointment) by growing segments of the popu-
lation. At the same time, there are significant
territorial differences as in more economical-
ly advantaged, predominantly urban areas (the
agglomeration of the capital city, county seats
and their catchment areas), the majority of the
population encountered no major difficulties in
the digital transition with ICT tools and internet
access widely available as well as the competence
to use them. In contrast, in less developed, rural
areas, particularly those belonging to external
and internal peripheries, broad layers of society
struggling to cope with the absence of general
public and private services were unable to access
digital services prioritized by the epidemic.

It should be noted that the coronavirus pan-
demic had far-reaching consequences for the pri-
vate lives of individuals and the national econo-

R-ECONOMY 4

my as a whole. While the health and health care
effects of the epidemic remained moderate (re-
garding the number of infected cases) in the first
half of 2020, the economic impacts were much
more severe. Drastic measures to contain the
epidemic were implemented globally (curfew, re-
striction of border traffic). Initially affecting pri-
ority sectors (e.g. trade, hospitality, tourism), the
economic slump affected - to a greater or lesser
extent —all sectors and areas of the economy. The
economy, after experiencing an upward trend in
the first quarter, plunged into a significant down-
turn of 13.5 percent in the second quarter. The
first signs of economic downturn were observed
in the supply chain, due to the loss of Chinese
suppliers, which put Hungarian manufacturing
firms in a difficult situation. The negative effects
were particularly visible in the manufacturing
of vehicles and components and the manufactu-
ring of electronic equipment, while the share of
the import of medical devices increased. Subse-
quently, the closure of borders with neighbou-
ring countries had negative repercussions on the
labour market and tourism as well (Hajdu and
Racz, 2020).

Epidemiological measures implemented in
mid-March resulted in a sharp decline in the per-
formance of the services sector. In April 2020, the
value of retail sales showed an average decrease of
10% compared to the previous year, with variable
impacts across the country (Figure 5): in various
western and several eastern districts a modest ex-
pansion was observed (KSH, 2020a).

By April 2020, international tourism had
practically ceased to exist (passenger traffic at
Budapest Airport dropping to 2%) accompanied
by a significant reduction in domestic traffic. The
decline in tourism traffic affected each segment of
tourism and hospitality, hitting particularly hard
tourist destinations (Figure 6). The decline also af-
fected local governments through the reduction in
local tax revenues (KSH, 2020b; Kovacs, 2020b).
The adverse effects were felt by employees in the
sectors of tourism and hospitality: one-fifth (18%)
of individual entrepreneurs, predominantly loca-
ted in priority tourist destinations (Budapest, Lake
Balaton) decided to suspend their operations.

In the case of agricultural firms, producers
with a higher mobility, a well-established custo-
mer base and online presence displayed the great-
est resilience to the crisis (Benedek et al., 2020).

In the rapidly changing labour market, be-
tween the fourth quarter of 2019 and the first
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quarter of 2020, the number of vacancies signifi-
cantly decreased (KSH, 2020c).

The pandemic has had a negative impact on
the financial markets of Hungary and Visegrad
countries. It has affected the market participants’
perception of the future price movement in finan-
cial markets (Czech et al., 2020).

Deteriorating economic performance had
considerable implications for the labour de-

mand, resulting in rising unemployment rates
after several years of a steady decline. Looking at
the general trend of increasing unemployment,
we focused on two different aspects. Firstly, we
examined the increase in the unemployment
rate according to the legal status of settlements
and our results show that this rate increased sig-
nificantly in all categories, from small villages to
the capital city. Secondly, we classified the set-
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Figure 5. Volume index of retail trade by county in Hungary (April 2020)
Source: Hungarian Central Statistical Office, 2020
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tlements, dividing them into four groups accor-
ding to the Government Decree 105/2015". This
document classifies all settlements depending on
their social-economic status (demography, hous-
ing and living conditions, local economy, unem-
ployment, infrastructure, and environment) and
distinguishes the following types:

— beneficiary settlements from the socio-eco-
nomic and infrastructural point of view, that is,
the settlements that are disadvantaged in terms of
all socio-economic factors;

- settlements with significant unemployment;

— non-beneficiary settlements, that is, the set-
tlements with good local conditions (Table 1).

The increase in the unemployment rate was
not uniform, with highest rates recorded in
backward, typically peripheral settlements (at-
taining 13.7% through an increase of 2.5 per-
centage points), while prosperous settlements
experienced a more moderate rise (a mere 0.84
percentage point rise was registered in Budapest
between February and May 2020). The results are
somewhat more nuanced if we consider the fact
that people losing their livelihood do not register
as unemployed in every case since the unemploy-
ment benefit, which may not exceed € 460 gross
per month, can be accessed for up to 90 days and
only by those claimants who had been employed
for at least 12 months over the previous 3 years.
Potential beneficiaries in a more favourable po-
sition tended to prefer economic inactivity in
the short term, hoping that their situation would
soon be resolved.

! Government Decree 105/2015. about the classification
and the conditions for classification of the beneficiary settle-
ments.  https://net.jogtar.hu/jogszabaly?docid=a1500105.kor
(Download: 20. May 2020) (In Hungarian)

The pandemic generated some - rather tem-
porary — favourable effects as well: quarantine
orders led to diminished work-related vehicle
use, ameliorating, in the short run, air quality in
the capital and larger cities (Farkas and Kovacs,
2020; Varju et al., 2020). Many people switched
to bicycle use, encouraged by the expansion of
bike lanes in the capital. The role of parks and
public spaces was somewhat upgraded under the
curfew as urban residents used these spaces for
their recreational leisure activities (Jona, 2020).

To sum up, the COVID-19 pandemic had a
major impact on the system of health care, engen-
dering a plethora of novel social phenomena, and
triggering, in the meantime, a significant decline
or transformation of many economic sectors.

Policy Responses to the New
Coronavirus Pandemic and its Effects:
Regional Dimension

Governments are required to design new, in-
novative instruments to counter the socio-eco-
nomic impacts of the new coronavirus induced
crisis. Due to the diverse territorial impacts of the
epidemic, there is some degree of uncertainty on
whether territorially sensitive measures should
feature among policy responses, and to what ex-
tent territorial aspects should be incorporated
into these interventions.

The declaration of epidemiological emergen-
cy and the introduction of restrictive measures
affected the entire territory of Hungary between
11* March and 18" June 2020. On 10" April 2020,
at the beginning of the Easter holiday period,
municipalities were authorized to close various
parts of their respective settlements (during the
holiday, on weekends). Various territorially sen-

Table 1

Registered unemployed persons as percentage of the working-age population, according to the legal
and beneficiary status of settlements in Hungary, % (February 2020 - May 2020)

February 2020 | March 2020 | April 2020 |May 2020
Capital city 1.41 1.39 1.75 2.25
Cities with county rights 3.32 3.58 4.55 5.23
Cities 4.21 4.69 5.64 6.12
Villages 5.53 6.28 6.96 7.37
}I)B(e)?riﬁgfia:/riz Viettlements from the socio-economic and infrastructural 7 80 3.73 9.46 9.7
Settlements with significant unemployment 7.71 8.90 9.62 10.05
Benefctaryselementsfrom he oo conomicandnfasvcurd | g9 i s | s
Non - beneficiary settlements 3.15 341 4.20 4.74
Hungary 3.98 4.35 5.12 5.62

Source: National Employment Service, 2020.
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sitive protection measures were implemented in
the hotspots of the epidemic (e.g. compulsory
mask-wearing on public transport and in stores
in Budapest). The restrictions started to be lifted
gradually on 4" May 2020, through the so-called
sliding mode control displaying a marked terri-
torial approach. Basically, it implied a relaxation
of restrictions in less infected areas of the pro-
vince, while in Budapest and Pest county, par-
tial restrictions remained in force for two more
weeks, and precautionary measures were strongly
encouraged across the entire country.

Overall, the restrictive and mitigating mea-
sures designed to tackle the COVID-19 emergen-
cy had diverse territorial implications during the
first wave of the pandemic in Hungary in the first
half of 2020. In addition to granting settlements
more room to manoeuvre in their containment
efforts, the location of territorial focal points was
also taken into account (in the capital city-coun-
tryside context), and the role of geographical iso-
lation was emphasised in preventing group infec-
tions. If the relaxation of restrictions leads to a
growing number of social interactions and, there-
fore, more confirmed cases, the government may
return tighter restrictions nationally or regionally
(e.g. in specific counties). This anticipates the cy-
clicality and spatially heterogeneous distribution
(infected areas, focal points) of restrictions (exit
ban, home karate, home school, etc.) in 2020. In
the first phase of the struggle against the pande-
mic, Hungary managed to avoid mass infections
and morbidity, but due to the permanent immi-
nence of the pandemic threat, the state of epide-
miological preparedness will remain in force over
the second half of 2020.

In the spring of 2020, the Hungarian go-
vernment introduced two rounds of measures to
counter the effects of the economic crisis triggered
by the pandemic. Anti-epidemic measures were
based on a spatially blind approach and targeted
various sectors or economic actors. At the first
stage, the government announced a moratorium
on loan payments from 18" March 2020 exten-
ding to 31% December 2020 and provided various
benefits for struggling economic actors in diffe-
rent service sectors (e.g. passenger transport, tou-
rism, hospitality or media services). In the most
affected sectors, social security contributions were
deferred for employers, while the rate of health
care contributions was lowered. The most affec-
ted SMEs were exempt from the small business
tax for 3 months.

R-ECONOMY 4

On 6™ April 2020, additional economic mea-
sures were announced, financed by the newly cre-
ated Economy Protection Fund. The focal points
of these new measures are as follows:

— liquidity improvement (interest-subsidized
and guaranteed credit facilities);

— job protection (short-time work program);

— job creation (wage subsidy and support for
investments);

— support for priority sectors (tourism, agri-
culture, construction);

- and enhancing export competitiveness
(support for investments).

The government also introduced measures to
ensure that jobs are safeguarded such as wage sub-
sidies paid to workers who were put on shortened
work hours.

Since these are new measures, the only avai-
lable information on their territorial aspects that
we have covers a short-term period. According
to government reports, the sectors of manufac-
turing, tourism and hospitality, trade, vehicle
repair, transportation and warehousing were
overrepresented among the wage support clai-
mants. The majority of support applications were
submitted by firms located in the capital city and
Pest, Fejér, Gyér-Moson-Sopron, Veszprém and
Bacs-Kiskun counties.

Regarding the rest of the measures, the lack
of public information on the sectoral, territorial
and size details of claimants poses an obstacle to
their evaluation in terms of utility and selectivi-
ty. Basically, despite the wide range of sectors and
economic actors affected by the two-phase imple-
mentation of the economy protection action plan,
it represented the country as an integral unit and
did not apply a territorially sensitive approach in
the identification of individual actions and policy
interventions.

The indirect territorial impacts of govern-
ment interventions were enforced through de-
cisions affecting local governments. On 6™ April
2020, a special decree was issued on the modifi-
cation of the central budget related to the epide-
miological state of emergency and the creation of
three new funds - the Anti-Epidemic Fund, the
Economy Protection Fund and the EU Pande-
mic Recovery Fund (Government Decree
92/2020). Additionally, the government decided
that these funds should be operated under the
principle of burden sharing, entailing the with-
drawal of 50% of support for parties, the intro-
duction of a special tax in the banking sector, the
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re-allocation of various retail taxes and the impo-
sition of severe cuts in local government funding.

The legislative measures placed local govern-
ments under the dual pressure stemming from
their coordinating role in the organisation of lo-
cal anti-epidemic efforts, and sharply declining
revenues under the principle of burden-sharing
(Kovacs, 2020b):

— the tourist tax was suspended until the end
of 2020, however, the decline in tourism would
have implied substantial revenue losses for settle-
ments in any case (Figure 6);

— 40% of the motor vehicle tax retained by lo-
cal governments was channelled to the anti-epi-
demic fund (Figure 7);

— parking and public space use fees were tem-
porarily waived;

— due to the economic downturn and reduced
entrepreneurial solvency, a significant drop is an-
ticipated in revenues from business taxes due in
2020 and realized by 2021.

Revenue losses from measures to counter the
negative effects of the pandemic may put local
governments in a difficult situation, particularly in

lagging areas with an unfavourable demographic
structure (Warner, Aldag and Kim, 2020). This re-
quires the government to elaborate new strategies
and scenarios. Maher, Hoang and Hindery (2020)
show that local authorities will first and foremost
cut back on their discretionary spending, resche-
dule their maintenance and capital expenditures,
reduce employee hours, and freeze their rental
payments. On the contrary, they are less likely to
implement tax and fee increases, layofts, and sus-
pend the provision of various services.

Local governments continue to play a key
role in dealing with the effects of the pandemic:
in the short run through containment efforts and
provision of supply for those in need, and in the
long run, through making decisions to counter
the negative impacts (Baranyai, Barsi and Narai,
2020).

Economic protection measures implemented
under the epidemiological state of emergency in
Hungary in the first half of 2020, while lacking an
explicit territorial approach, point to the impli-
cit presence of territorial perspectives in the fight
against the epidemic. If the epidemic necessitates
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Figure 7. Volume of motor vehicle tax payments by settlements, 2017 (EUR)
Source: Kovacs, 2020b. p. 191
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further measures in the future, such measures can
be conceived within institutional, local, or region-
al frameworks as well. For instance, out-of-class-
room learning would not be imposed in every
school, only in cases justified by epidemiological
considerations.

Government measures are criticised for
draining away a massive amount of financial
resources from municipalities, while simulta-
neously transferring tasks and financing related
to the prevention and containment of the epi-
demic (social services, preventive measures). In
the meantime, municipalities were authorised
to implement restrictive measures for a limit-
ed period (on weekends over a month). In the
event of a new wave of the epidemic, this type of
disinvestment will have to be more sensitive to
spatial factors, to retain the resources in highly
infected areas.

Conclusion

The global crisis caused by the COVID-19
pandemic has wide-ranging impacts across all
economic sectors and social strata (Nicola et al.,
2020), which will be felt in the upcoming years
(Baldwin and Weder di Mauro, 2020). Not only
must decision-makers take unprecedented steps
to address the host of problems associated with
the pandemic, but all of us have to change our
behaviour in unexpected ways to prevent similar
outbreaks in the future (UNDP, 2020).

Thus, the purpose of the paper is to provide
a snapshot of Hungary recovering from the first
wave of the pandemic, describing the govern-
ment measures and their territorial implications.
Overall, although the epicentre of the new coro-
navirus pandemic was the capital city and its
surrounding area, its socio-economic impacts
were felt across the entire country. While the
government took into consideration the territo-
rial aspects when devising measures for control
and containment of the coronavirus pandemic in
Hungary, they put considerably less emphasis on
these aspects when dealing with the socio-eco-
nomic consequences of the pandemic. Territo-
rial monitoring and development of regional-
ly differentiated policies are the main tasks in
preparation for further waves of the pandemic.
In addition, there is a need for more extensive
economic protection measures to counter its ad-
verse effects. If the crisis exacerbates territorial
disparities, the government may have to devise
measures to provide extra resources and support
to lagging areas.

The most important principle of protec-
tion and prevention is the multi-national and
multi-sectorial cooperation between all stake-
holders, including governments, health profes-
sionals, media, non-governmental organizations,
communities, and individuals and between the
international agencies and national governments
(Evans, 2020).
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