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BEATA CSIMA'
Management in the organisation of the prison service
Gazdalkodas a buintetés-végrehajtas szervezetben
Abstract

Studying the management of the prison service is possible only if one considers
both the circumstances of the system and the challenges of our changing envi-
ronment. The expectations of the society concerning employment, the changes in
legislation, international attention all affect its operation. The aim is to provide
work opportunities for as many as possible detainees in the prison service, while
maintaining its effective management.

Keywords: management, penitentiary, central supply, effectiveness
Absztrakt

Biintetés-végrehajtas gazdalkodasanak vizsgalata a rendszer adoftsagai, vala-
mint valtozo kérnyezetiik kihivasainak egydittes figyelembevételével lehetséges. A
foglalkoztatassal kapcsolatos tarsadalmi elvarasok, jogszabalyvaltozasok,
nemzetkézi figyelem, mind-mind hatassal vannak a miikédésre. Cél, hogy ered-
ményes gazdalkodast folytatva a leheté legtébb fogvatartott részére biztositsanak
munkalehetdséget a blintetés-végrehajtasban.

Kulcsszavak: gazdalkodas, blintetés-végrehajtas, allami partnerség, ered-
ményesség

The aim of my study is to analyse the management of the prison service from different
points of view. Changes in legislation — which concern a career model for the staff of the
prison service, duties regarding the expectations to increase detainee activity and the in-
creasing of prison capacity due to overcrowdedness — all affected management. | pay spe-
cial attention to the central supply system set up in 2011, as it has undoubtedly become a
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decisive factor in the functioning of the companies. In the course of my studying the man-
agement, | also analyse vertical indicators.

PRISON SERVICE MANAGEMENT

Institutions and institutes of the prison service organisation do budgetary management,
while the companies responsible for the mandatory employment of the detainees operate in
a business environment characterised by market opportunities and challenges.

The 2016 Yearbook of the prison service characterises its management as follows: the
central supply organisation was balanced and operated effectively and in accordance with
governmental objectives. The employment requirements set out in the Law Enforcement
Code of 2013 had been fulfilled by 2016, since “our aim is to give a useful work to all de-
tainees and to make them contribute to their own maintenance costs and maintain and
improve their work skills. 2

KEY FACTORS OF THE MANAGEMENT

Revenue and expenditure appropriations for the annual management of the prison service
are defined by the actual act on the budget. | have summed up the appropriations of the
last three years in the following table.

Appropriations for the prison service in the central budget (million HUF)

2015 2016 2017
Revenue 2,715.6 2,715.6 2,715.6
Aid 54,200.0 56.622.7 n.a.
Operating expenses
Staff costs 27,148.9 28,453.7 40,047.9
contributions payable by employ-
ers and social contribution tax 6,152.2 6,437.0 9,567.4
Material expenses 18,644.5 17,460.9 20,089.5
cash allowance to detainees 2.7 2.7 2.7
other operating expenses 2.0 2.0 2.0
Accumulation expenditure
investments 4,694.6 6,711.3 22,746.5
renovations 157.7 157.7 157.7
other accumulation expenditure 113.0 113.0 113.0

1 Table 1, source: made by the author on the basis of the actual act on the budget

2 Zsolt Kristof Varkonyi (editor in chief): Prison Service Yearbook 2016., NHHPS, Budapest, 2017, p 6
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Revenue appropriations do not show any significant difference over the years, one can,
however, detect two significant trends in the expenditure appropriations. On the one hand,
the new Service Status Act—Act XLII of 2015 on the Service Status of Professional Mem-
bers of Law Enforcement Agencies—was adopted in 2015, and it describes both the career
model and the steps of wage development. By virtue of the legislative changes, persons
holding a professional service status got an average wage increase of 30% in the first year,
then they had an additional increase of 5% in each subsequent year. One can see this in
the budget, in the expenditure appropriations, in the lines of staff expenditure and those of
the contributions payable by the employer and the social contribution tax.

The other significant increase over the years can be seen in accumulation expenditure,
which is a clear sign of the “prison building” concept. Overcrowdedness is till a real issue of
the functioning and management of the prison service. The number of detainees in increas-
ing, while the infrastructure is remaining the same. The March 2015 ruling of the European
Court of Human Rights (hereinafter referred to as ECHR) declared overcorwdedness in
Hungarian prison service institutes to be a systemic problem, and found that lodging in
overcrowded cells violates the prohibition of inhumane and humiliating treatment.

Against this background, the ECHR ruled several times in condemnation of the prison
service, awarding significant damages. One of the responses Hungary has given to the
emerging challenge is the prison capacity expansion programme, which made the invest-
ment expenditure appropriation to increase by more than three times from 2016 to 2017.

COMPANIES ESTABLISHED FOR THE MANDATORY EMPLOYMENT OF DETAINEES

Companies established for the employment of the detainees (hereinafter referred to as
companies) received special attention in the last few years: firstly, due to the achievement
of detainee reintegration goals, secondly, because of the expectations to increase the
number of active detainees, thirdly, because of the central supply system.

The document about the reasoning for each chapter of the draft act on the 2017 budget
reads:

“As means to exercising the punitive power of the state and for the purposes of achiev-
ing full employment, the the role played by the prison service in the continuous increasing
of detainee activity, operating and extending the internal supply system is increasing, be-
sides its functions in crime prevention and ensuring public order”

The system of central supply has created some kind of stability for the companies since
they have achieved a predictable and plannable order book. The companies pursue their

3 Overcrowdednesshttp://helsinki.hu/tulzsufoltsag-a-bv-intezetekben downloaded: on 14.05.2015,

08:30 AM
* Draft Act No. T/10377. on the 2017 Central Budget of Hungary
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activities on a market basis while the number of detainees they employ is increasing, their
priority is however to ensure profitability all the time.

The companies are in 100 percent state ownership and have been operating as a com-
pany group since February 2015. The owner of the companies is Bv. Holding Kft, while the
other eleven companies operate as affiliated companies.

| have applied the following capital structure indicator to assess the financial status of
the companies: share of liabilities (%)=liabilities/total liabilities.

| study the share of liabilities within the total liabilities, where an optimal or critical value
cannot be clearly set, but assessing the increase of this indicator should not ignore the fact
that it might be due to some sort of a dependency on external funding, if this increase in the
share goes on for long. You can see the data of 11 companies in the following (the Bv.
Holding Kft., which was established in 2015, is not within the scope of the study).

Share of liabilities at companies the profile of which
is typically industrial
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1. Diagram 1, source: made by the author on the balance sheet report

As determining factors, the inherited profiles affect the present operation as well, therefore |
have split my figures into two parts. The diagram above shows the companies with an
industrial profile, while the figures below represent data of companies with a rather agricul-
tural profile.

The amplitude shown in the diagram above is very typical of the companies, the share
of liability is almost 50% in many of the cases, which indicates significant external funding.
In order to combat difficulties related to liquidity, many of the companies have taken a
mortgage-backed overdraft facility which they renew each year. Sopronkéhida Kift., which
had the lowest indicator value of 8.35% in 2013, had, for instance, an overdraft facility limit
of 45 million HUF.
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Share of liabilities at companies the profile of which
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2. Diagram 2, source: made by the author on the balance sheet report

As for the companies with an agricultural profile, it can be said that the value of this indica-
tor was typically lower over the four years the study covered, and this can be explained
with the fact that their activities receive considerable amounts of state aid. Development
aids do not appear either the indicators or in the earnings of the companies as they are
accrued. For this reason, it is only the operating grants — such as area payments, animal
subsidies or milk production subsidies — that induce any improvement in the earnings.

OTHER FACTORS AFFECTING THE MANAGEMENT

The management is clearly affected by the migration crisis, in the handling of which almost
the entire organisation of the prison service, but especially the companies, played a role.
According to the expectations of the government and the owners, this uses a lot of capaci-
ties and resources. The companies played an active role in setting up, repairing and the
further development of the temporary border closure, and this affected profitability as well:
net sales were 3,589 million HUF higher than planned, direct sales costs were 2,486 million
HUF higher than planned, thus the gross earnings increased by 7,44 million HUF .°

SUMMARY, VISION

It may be concluded that the inherited profiles determine the management but the central
supply system offers new opportunities to every company. The decades-long changes in
the operations of the companies established for the mandatory employment of detainees—
or rather the changes driven by the executive branch of power—created an efficient and
effective system. Effectiveness of the system is determined by the number of orders gen-

% Zsolt Kristof Varkonyi (editor in chief): Prison Service Yearbook 2016., NHHPS, Budapest, 2017, p 43
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erated by the central supply, the disclosed needs result in a plannable, predictable opera-
tion with state guarantee.

BIBLIOGRAPHY

Varkonyi Zsolt Kristof (fészerk): Blintetés-végrehajtas évkonyv 2016., BVOP, Budapest, 2017

2. dr. Pucsek Jozsef: Pénzigyi és szamviteli kontrolling, Budapest Gazdasagi Féiskola, Budapest,
2011

3. Deék Ferenc (szerk.) A blintetés-végrehajtasi szervezet kdzponti ellatasi tevékenysége. In: Régo-
ta foglalkoztat, Duna-mix Kft Vac, 2014

4. Csima Beata: Allami partnerség: a rendvédelem és kdzszféra szilkséglet kielégitése a biintetés-
végrehajtasi szervezet altal. In: Hadtudomanyi Szemle, VIII. évf. 1. szam. 294-300., 2015

5. 2015. évi XLII. térvény a rendvédelmi feladatokat ellatd szervek hivatasos allomanyanak szolga-

lati jogviszonyardl,

T/10377. szamu torvényjavaslat Magyarorszag 2017. évi kdzponti koltségvetésérdl,

2016. évi XC. torvény a 2017. évi kdzponti koltségvetésrol,

2015. évi C. torvény a 2016. évi kdzponti koltségvetésrdl,

2014. évi C. torvény a 2015. évi kdzponti koltségvetésrdl,

Tulzsufoltsag http://helsinki.hu/tulzsufoltsag-a-bv-intezetekben letdltve: 2015.05.14. 8:30

Gazdalkodo6 tarsasagok mérleg és eredmény kimutatasai 2012-2015 évek

TP eNoO

= O

481


http://helsinki.hu/tulzsufoltsag-a-bv-intezetekben

