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Abstract: In the present research we deal with the questions of what responses, solutions,
and practices Hungarian organisations used to mitigate the impact of the pandemic and the
changes caused by it, with particular attention to the area of Human Resource
Management. Do they typically view the current crisis as a problem or an opportunity?
This study has been divided into two papers. In this article, the authors review the
international and Hungarian literature to reveal the most important negative and positive
effects and aspects of epidemics from the theoretical as well as the practical aspect.
The findings support that the typical measures and solutions of previous crises in history
are partially or fully recurring. However, the current crisis has a very peculiar
characteristic: the application of lockdowns. After the description of the general
international context based on literature, we develop empirical hypotheses and describe the
methodology of the conducted countrywide questionnaire survey. The survey results and
the conclusions of the analysis are presented in a second article. In our opinion, the
pandemic has reminded us of the extraordinary degree of interconnectedness of the world.
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Thus, studies from individual countries — such as Hungary — and regions can provide
important local insights in finding global solutions

Keywords: COVID-19; pandemic; crisis; human resource management,; home office

1 Introduction

The COVID-19 pandemic had drastic consequences for the entire society. It can
be generally stated that the poor and vulnerable people in the world [1, 2], as well
as those who are more exposed (young people, migrants, and the elderly) have
become even more so [3, 4]. For the purpose of stopping the spread of the virus,
the governments of numerous countries in the world ordered unprecedented
intervention, which in most cases resulted in the lockdowns of entire regions and
countries [5, 6, 7]. The suspension of economic activities had serious
consequences for employment [8, 9] and the income of employees as well as the
revenue of companies. Drastic changes became necessary on every level of
society to protect health and security [10]. Companies could not stay out of the
pressure of this fast reaction either, they had to retain their most important
resource, human capital. It represented a particularly great challenge how to assist
their employees to adapt and overcome the changes that occurred in workplaces
and social life. For example, how to create a home office without violating the
interests of either the employer or the employee? How can the separation between
work and private life be ensured [11, 12]? In the present research, we deal with the
questions of what responses, solutions, and practices organisations used against
the appearance of the pandemic and the changes caused by it, in general, and with
particular attention to the area of Human Resource Management (HRM). Did they
view the current crisis as a problem, challenge, or possibly as an opportunity?
The results and conclusions of our work are contained in our second article.
According to Budhwar and Cumming [13], the COVID-19 crisis has drawn
attention to the importance of an international perspective. As we wrote earlier, in
their opinion, the pandemic reminded us of the extraordinary degree of
interconnectedness of the world. Thus, studies from individual countries and
regions can provide important local insights, e.g. in relation to the organizational
HRM management of the epidemic, they can also help us find global solutions
[14].

As we presented in the abstract, the main contributions of the first part of our
study are the empirical hypotheses derived from literature analysis, and the
description of the methodology for testing these hypotheses. The results will be
reported and the conclusions will be discussed in the second article.
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2 Literature Review

In human resource management, which was considered one of the most
problematic areas of the management of East-Central-European companies in the
first decade after the transition [15, 16, 17], “by the beginning of the new
millennium, considerable positive changes had occurred at Hungarian
companies” [18]. In Hungary the total number of employees is 4.5 million, and
13.33% [19] of them are employed by multinational companies that settled in the
country, where the modern HRM principles and methods of parent companies
were quickly adopted by Hungarian companies into their everyday work [20].
Because of rising market competition, an increasing number of Hungarian
(domestically) owned organisations apply innovative HR knowledge and
professionals with this type of knowledge [21]. Initially, the expert supporters of
the development that commenced in the area of human resource management were
large — also international — HR consultancy companies, which were later joined by
more and more Hungarian consultancy companies [22]. Nowadays, in the Bologna
system bachelor’s and master’s degree programmes, an increasing number of
colleges and universities offer high-quality HRM programmes. Before the
breakout of the coronavirus epidemic, in Hungary — similar to other Eastern-
European countries [23, 24, 25, 26] — substantial workforce shortage developed in
certain sectors [27], which to a certain degree ‘was alleviated’ during the
epidemic. But during the second wave, the first signs of the previous situation
started to show. By today the rate of employment has reached and exceeded the
70% level [28].

First wave: On March 11, 2020, the Hungarian government declared a state of
emergency for the entire territory of the country. The repayment of principal and
interest rate was suspended until the end of the year 2020. In the sectors with
serious problems (tourism, hospitality, entertainment, gambling, film, performing
arts, event management, and sports); by 30 June, employers were released from
the obligation to pay public charges [29]. According to analysts, the first wave of
the pandemic affected the Hungarian labour market more severely than it appears
from official statistics [28, 30], partially, for instance because workhour
reductions are not indicated in the data and partially because of ‘waiting it out’
and informal solutions that are characteristic of both sides [31].

Second wave: From September 2020, the reintroduction of emergency measures
and more rigorous mask wearing obligations occurred. The government extended
the credit moratorium for 6 months. Administrative burdens were further reduced,
from the second half of 2020 the tax office prepared a draft VAT return for each
company. Business support program for enterprises: up to half a million forints
per job seeker was introduced. Employment is picking up again, and the wage
support programs established in the economic protection action plan still protected
for more than a quarter of the total number of 280,000 beneficiaries. From
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November, the attendance regulations for mass events as well as the rules for
wearing a mask were tightened again.

The effect of the COVID-19 pandemic caused broad and great challenges to
employees, organisations, communities, nations as well as the entire world [32].
During previous economic crises the lockdown mode had never been applied [33].
However, the world did know its effects in connection with the Nipah virus
epidemic in Vietnam, which was more dangerous than COVID [34]. The currently
applied methods, government intervention methods, and multilateral solutions
greatly differ from the crisis management measures applied in 2008 [35]. Unlike
previous crises [36, 37], coronavirus led to a recession, not because of
overproduction or loss of confidence, it rather endangered human resources that
represent the foundation for the growth of modern economies [38, 39, 40, 41, 42].
With this, the protection of human resources and an increase in their significance
gained new momentum. The study by [43] points out that during an economic
downturn, those who are still employed may experience workplace uncertainty
caused by reductions in salary and work hours, deteriorating physical and mental
health, long forced vacations, and challenging conditions.

Worldwide COVID-19 has a yet unpredictable effect on social and economic
actors, and here the questions of work organisation during the global crisis (and
after it) can be identified as a serious research trend. Specifically, it is a shared
interest of employers and employees to achieve undisturbed business processes
during the pandemic, for the employers to continually employ the employees who
thus receive their salary, to avoid mass layoffs and downsizing [44]. The legal-
political reactions [45, 46], restrictive measures, and limitations of mobility
introduced as a consequence of the pandemic considerably transformed the HR
practices generally applied in the labour market. The majority of organisations
took the following important measures as a response: stopped business travel,
company events, provided disinfectants and masks at workplaces, furthermore
permitted or ordered work-from-home and flexible work performance [47].
During decision making processes management had to consider two important
issues: 1) Which things are the most important to employees, and along with this
2) What is important for HR?

From the aspect of companies one of the greatest problems was retaining liquidity
and within that particularly paying salaries. Despite this fact, more than half of all
companies considered it extraordinarily important to retain their pre-pandemic
headcount, either by work organisation or workhour and pay reductions, or by
remote work, and in the worst-case scenario by forced unpaid vacations instead of
layoffs [48]. Based on [49], the social distancing effect of the pandemic weighs
more heavily on working women, the elderly, and immigrants. The loss of jobs
and the reduction of income can have an effect, particularly on temporary workers
and those with lower qualifications [50].
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From the aspect of employees, the most important factor is the loss of income or
the fear of it. Financial troubles among the population of all member states
worsened, and a loss of income was felt by over 30% of respondents in 21
member states, in other countries people were more concerned about being forced
to spend savings [51]. The crisis intensified inequalities (e.g. jobs, salaries, and
workplace opportunities), especially in the case of young people and less qualified
employees [37, 50].

The other challenge was creating a balance between work and private life.
Researchers discovered a number of challenges in connection with this (e.g.
increased stress, loneliness, increased overtime at home, merging of worktime and
private life, etc.) [52, 53]. Although according to the latest forecasts, instead of the
creation of a work-private life balance, integrated well-being design is emerging.
According to the experts of [54], these two areas of life can only function well if
they are integrated. During the pandemic, we have witnessed phenomena such as
the development of social isolation, segregation, uncertainty, and sense of fear.
In this situation, organisations must be more flexible and innovative in unexpected
HR related issues that affect employees. The coronavirus has forced organisations
to introduce new and radical methods in the areca of work performance, these
processes had started earlier, but the pandemic greatly accelerated them [S5].
According to the above-mentioned research by [54], the future of work is
influenced by three factors that are closely related to each other. The first is the
type of work, as a result of increasing automation certain job positions are
eliminated or transformed and in parallel with this new ones are created.
The second is the issue of the workforce: who will perform the work? New
combined talent models and diverse workforce-stocks are established. The third
factor is the site of work performance, the experience of the past year and a half
definitely established the basis for the long-term application of flexible work
strategies.

The COVID-19 pandemic moved millions of employees from offices to their
homes worldwide, for the purpose of isolating themselves. During the quarantine a
considerable number of articles were published in the press about the difficulties
of remote work, and the suggestions of business consultants regarding how to
organise work and cooperation [56, 57], through the recommendations of HR
consultants regarding how to maintain the productivity of employees [58, 59], to
comments by psychologist regarding the balance of work and private life in a
situation where work and private life go on simultaneously without leaving home
[60]. At the same time, it is important to emphasise that the pandemic-related
advice and suggestions of experts and consultants were based on the knowledge
that had been accumulated before the pandemic.

Based on [61], employees are more concerned about their financial security, and
personal and family health than the financial situation and possible instability of
their employers, thus the HR strategy must consider the concerns of employees.
According to Hungarian research experience [62], the greatest challenge to
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employers is effective internal communication, informing, and maintaining
contact. This is followed by the difficulty of workforce retention, the
introduction/operation of a home office and remote work, as well as compliance
with health protection and hygiene regulations. Critical points are maintaining
motivation, wage management, panic management, and the development of digital
processes. In the future, they must strive to develop strategies where practical
application contributes to balancing the relationship between the workforce and
the changed labour market conditions, and it is necessary to facilitate the
development of effective learning methods by utilising the opportunities provided
by digital transformation. The above train of thought was supplemented by [63];
the engine of organisational development and HR are creativity and innovation,
which human resource possesses as human capital, thus its role is expected to
grow exponentially in the near future. By [64], despite the current era of
innovation and automation, the human factor is irreplaceable.

As it can be seen from the above, the coronavirus epidemic also plays a significant
role in the HR activities of organisations. According to [65], the biggest challenge
for HR professionals is how to contribute to the survival of companies in this
challenging situation. In order to adapt to rapidly changing market needs, they
need to incorporate the tools of agile methods into their operations. Indeed, the
restrictive measures and mobility restrictions implemented as a result of the
pandemic have significantly transformed HR practices that have become
commonplace in the labour market.

The state supplements the role of HR with social and economic assistance
measures — including fiscal incentives and the expansion of social safety nets —
which are essential to prevent the further rippling of the effects of the pandemic
[66]. Of course, money is required to solve the economic problems caused by the
pandemic, but that should not be invested into production, it rather should be spent
on the protection and development of human capital. It is not a coincidence that
government-level measures primarily serve the protection of health and jobs [67,
68]. On the company level, these same measures are in the range of tasks of HR.
So far, Hungarian experts have processed the experiences of the pandemic’s first
and second wave. Broad-ranging company-level surveys were conducted about
the issue during the spring and autumn waves as well [69]. Based on the research
reports it can be stated that on top of the usual measures new solutions also
appeared, moreover were given central roles, which HR professionals expressly
adapted to the pandemic as the root cause.
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3 Hypotheses

We would like to contribute to the above-introduced literature in the area of HR
crisis management by testing the following two hypotheses empirically. The first
one is derived from the findings of [70, 71]:

H1: The typically occurring crisis management measures [70] in the area of HRM
caused by the effects of the pandemic are primarily related to headcount
management/workforce requirements (hiring freeze, downsizing, downsizing of
temporary staff, reducing labour requirements by automation/technical solutions
and the innovative handling of work hours like reduction of working hours,
enabling/directing home offices, elaboration/re-planning of replacement plans)
[71].

Our second hypothesis is built on the previous research by [72, 73, 74, 75, 76, 55]:

H2: In the sample, the most frequently applied HR crisis management measures
are correlated with the organisation’s revenue and headcount: Enabling/directing
home offices [72], New occupational health and safety measures [73], hiring
freeze and downsizing are considerably more frequent at larger companies than at
smaller ones [75, 76]. We supplemented the hypothesis H2 with sub-hypotheses.

H2a: In the sample, the most frequently applied HR crisis management
measures are correlated with the organisation’s two main indicators: revenue
and headcount.

H2b: Enabling/directing home offices, new occupational health and safety
measures, and reducing the risks of the pandemic HR crisis management
measures [55] are correlated with the organisation’s two main indicators:
revenue and headcount [74].

H2c: The “No task™ attitude is mainly typical at organisations that are smaller
according to revenue and headcount.

4 Material and Methodology

We tested our above-specified hypotheses on the databases of the first two phases
of our Covid-19 HR research. The research team was established with the joint
effort of the professors of 14 Hungarian universities and 1 Slovakian university.
The nationwide online survey started at the beginning of May 2020, a few months
after the first European infections caused by COVID-19. To examine the topic, we
conducted benchmark-type research, which allows us to monitor and compare the
changes in the selected indicators over time. Such studies are typically run
regularly (monthly, quarterly, annually) and evaluate how the experiences with a
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particular issue change over time [77, 78]. In the emergency caused by the
pandemic, employers had to face daily changes, an uncertain, unpredictable
situation. Benchmarking allows us to track the progress of the changes and
revisions, therefore we conducted our research several times in a relatively short
period, so that the changes in HR solutions during the coronavirus crisis could be
monitored.

1) The first phase of the data collection was conducted between 12 June and
31 July 2020 with a questionnaire survey, where the number of
respondent organisations was 508.

2) The second phase of data collection was conducted between 1 August
and 15 November 2020 by an online questionnaire survey, where we
received 1,041 useful responses from various organisations.

The survey is fundamentally ex-post [79] type, thus it examined the effect of the
crisis caused by Covid-19 on the human resource management practices in the
Hungarian company/institutional sector based on opinions and factual data related
to the surveyed time period. Figure 1 describes the research model in connection

with the hypothesis.
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Figure 1

Research concept

The results of the two phases of the research are not directly comparable, since the
range of respondents did not remain unchanged, thus in the present study we
analyse them separately.

Figure 2 summarises the distribution of respondents according to the form of
ownership. In the two phases, a considerable portion of the respondents were
Hungarian private organisations (58.7% and 46.9%, respectively) and
approximately one-quarter of them were in foreign or mixed ownership.
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Figure 2
Distribution of respondents according to form of ownership during the first and second phase

We conducted the examination of organisation size based on two aspects,
employee headcount and revenue (according to the practice of the [80], among
others). For the interpretation of the below-presented data and results, we describe
some Hungarian data as a basis for comparison.

1-9 people b8 6%

Above 2000 people | l!l% 13.6%
501-2000 people * 059, 14.0°
251-500 people 8-18;{% o,
50-250 people w 18,52”} 6%
10-49 people w 8,32“/105%
17.5%
1%

The organisation did not employ
anyone 6.7%

0

o 5% 10% 15% 20% 25% 30% 35%

2

Phase 2. mPhase 1.

Figure 3
Distribution of respondents according to headcount during the first and second phase
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Based on the 2019 data of [19], regarding the number of enterprises, the
overwhelming majority (91.4%) have an employee headcount of 1-10 people.
3.8% of all enterprises have an employee headcount of 10-49 people. Employee
headcount of 50-249 people is at 0.6% of companies, and over 250 people at
0.1%, while at 4% of registered companies, there are no employees at all. In 2020,
in Hungary, the number of budgetary organisations and organisations managed
according to budgetary rules was around 12,800, which is 0.7% of registered
business organisations [81]. Based on employee headcount, the highest percentage
of respondents (in the first phase 72.1%, in the second phase 63.6%) were in the
SME category (Figure 3).

Another widely applied indicator in categorising organisation size (see [80])
describes samples according to revenue (Figure 4). Based on KSH data, in 2019
the average revenue of business organisations was around HUF 141.6 million
[19]. From among the respondents in the first phase, 37.4% fell in the category
under this revenue, while in the second phase 32.4%, thus the proportion of
respondents with lower-than-average revenue decreased by 5% in the sample.
The proportion of respondents with higher than the national average revenue was
45.5% at the first data collection, and it rose to 50.9% by the second phase (i.e. by

5.4%).
\ \ ,
over 100 billion HUF 10,2090
6.90%
7.80%
* 7.60%

25,1 — 120 billion HUF

2,51 — 25 billionHUF
ﬁ 19,60'3,:’
501 million HUF —2.5 billion HUF i 17,80%
ﬁ 11.4h%
101 —500 million HUF »
* 17.10%

10,400

51 — 100 million HUF
*‘ 9.80%
under 50 million HUF o
%z?, 0%

Phase 2.  ®Phase 1.

Figure 4
Distribution of respondents according to revenue during the first and second phase
* 1 EUR =351.1 HUF [80]

The same questionnaire was used during both phases of the survey (in original
language: http:/limesurvey.szie.hu/index.php/44678?lang=hu; the authors will
provide the English translation electronically) and the questions highlighted for
the present study (“Annual budget/revenue in 20197, “Average number of
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employees in 2019, “Please indicate if your firm practiced the following crisis
management HR measures for your organisation”) were unchanged. The applied
questionnaire were discussed with academic experts and then with practicing HR
executives to ensure understanding and validity. The instrument was finalized
after several rounds of tryout and correction.

We have conducted the following statistical methods to test our hypotheses.

We conduct the examination of the H1 hypothesis by the analysis of frequencies
and relative frequencies of respones to questions about the use of 19 HR crisis
management measures in both waves (separately).

We inspect the H2 hypothesis through its sub-hypotheses. For the examination of
the H2a, H2b, and H2c hypotheses — since revenue (I12), headcount (I3), and the
question related to HR measures (I4) can be coded as sequential variables —, the
analyses were performed with Spearman’s rank correlation (which does not
require ratio-scale variables or normality). The examination tests if there is a
correlation between size variables (headcount or revenue) and the use of the 19
HR crisis management measures. The analyses were performed with pairwise
method, thus the sample size differ by the tested variable-pairs. Samples from the
two surveys are examined separately.

In the first round we examine the correlations between the HR measure and the
revenue variable as well as the headcount variable, then to examine H2a we
checked if among the measures showing a significant correlation, there are some
that were found to be the most typical at the examination of HI, for the
examination of H2b we checked the significance of the “Enabling/directing home
offices”, “New occupational health and safety measures”, and “Reducing the risks
of the pandemic through training” questions, while for H2c we inspected if there
is a correlation between the “No tasks” measure and the revenue variable as well
as the headcount variable, and if yes, whether the coefficient is negative.

We also analysed the H2c¢ sub-hypotheses with the chi-square test (by calculating
Cramér’s V). For this we transformed the four-value “No task™ variable into three
dummy variables:

—  No task at all: its value is 1 if the respondent somewhat or more agreed
that there is no task, otherwise 0.

—  Medium level no task: if the respondent intermediately or more agreed
that there is no task, otherwise 0.

—  Very much no task: if the respondent strongly agreed that there is no task,
otherwise 0.

In this way, we can determine if we can find a significant divergence between
each headcount and revenue category as well as combined categories (e.g. we can
create two headcount categories of 0-49 people and over 50 people). The Results
chapter — in the second part of our paper — describes the formation of categories
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because that is based on the preceding survey results, thus it would be early to
show them here.

As it was mentioned above since the two samples are structured differently, and
there may be overlaps between respondents, they are always analysed separately.
This is otherwise also justified by the time that passed between the data collection
and the different pandemic situations.

5 Summary of the First Part

In the presented part of our study, we have reviewd the literature background of
the possible negative and positive effects and aspects of the COVID-19 pandemic
on HRM practice. As the main output of this paper, based on this literture analysis
we have drawn two empirical hypotheses and described the methodology to test
them.

The presentation and discussion of the empirical results are presented in the
second part of this study, which is titled “Characteristics of Crisis Management
Measures in the HR Area during the Pandemic in Hungary — Reflected in a
Nationwide Empirical Research”. In that article, we report the results of testing
the hypotheses, we draw our conclusions and discuss limitations of our research,
as well as possible future research directions.
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