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Executive summary 

Regarding the institutions and the Economic and 

Monetary Union (EMU), we can identify some more general 

fields of great importance for Hungary over the last ten 

years. During the examination of these issues, it is 

somewhat difficult to present the EU-level impact in 

pursuing these goals as they have been primarily in the 

interests of Hungary. The same difficulties should be 

mentioned when identifying the allies of Hungary, as the 

success in these fields did not require the existence of any 

ally; the fulfillment of criteria required only the struggle of 

Hungary. However, the detailed description of these issues 

shall enable us to understand the interests of Hungary and 

the main driving forces behind them, and the possibilities 

and efforts for interest representation of EU countries of 

similar size to Hungary.  

It is possible to identify the top priorities of Hungary, 

which have been, respectively: the adoption of euro, the 

exit from the excessive deficit procedure (EDP) and the 

successful management of economic decision-making 

during the Hungarian EU Presidency in 2011. As a 

supplementary issue, I also examine the general interests 

of Hungary, regarding the whole institutional integration 

process, related primarily to the Lisbon Treaty. When 

examining this list of priorities, Hungary has been in the 

position of a “policy taker”, rather than a “policy shaper”. In 

the following I will claim that Hungary should have been an 

“eminent student” in implementing macroeconomic 

measures as this behavior would have supported the 

convergence process of the country. The EU Presidency 

constitutes an exception as Hungary became a “policy 

shaper” for a definite period. 

Not adopting the euro so far can be considered as a 

failure for several reasons. Firstly, prior to the economic 

crisis, the introduction of the common currency in Hungary 

                                                      

1 This statement can be considered true relating to the first half of 
the examined decade. However, governments after 2010 revised 
their opinion.  
2 Even though „the sooner the better” opinion in Hungary has 
greatly changed due to the Eurozone crisis.  

was a goal that both the economists and the political elite 

supported.1 Secondly, related to this attitude, adopting the 

euro was regarded as highly beneficial from an economic 

aspect.2 I will argue that the failure to join the Eurozone has 

deprived Hungary of a wide range of economic benefits, 

which were ignored for short and medium-term political-

economic interests, whilst the clear disadvantages – 

primarily the loss of autonomous monetary policy – of the 

adoption did not play a significant role. 

Hungary managed to exit from EDP in 2013 which can 

be considered as a clear success. The procedure was in 

effect since Hungary’s accession to EU, and was closed in 

summer 2013. The exit was an important interest of 

Hungary for several reasons. First of all, the requirement of 

a balanced budget serves as a key element of a strong 

macroeconomic background in itself, thus it can be 

considered as a long-term interest of Hungary. Secondly, 

the country was able to avoid losing access to EU funds due 

to the sanction possible within the framework of EDP. It is 

also important to note that the exit from EDP enabled the 

Hungarian government to gain room for implementing its 

policies, and the opinion of financial market participants 

(investors, credit rating agencies etc.) on Hungary could 

improve, thus reducing the country’s risk premium.3  

The third EMU-issue is the successful management of 

the Hungarian Presidency in 2011, and the acceptance of 

the Six Pack, which can be considered as an important step 

towards a closer coordination of economic policies, namely 

the fiscal union. Hungary presented its commitment to the 

deepening of economic integration and the capability for the 

successful execution of tasks related to hosting EU 

Presidency. During the Presidency, Hungary was able to 

position itself as a “policy shaper”. 

Hungary has been interested in a deep and extensive 

integration, thus it supported the Constitutional Treaty4, 

and after the failure thereof, the Lisbon Treaty, which also 

3 This aspect is of major importance for a country with a significant 
level of public debt. 
4 Hungary was the first country (beside Lithuania) which transposed 
the Constitutional Treaty into its legislation. The Future 
Constitutional Treaty (2005) 
http://ec.europa.eu/public_opinion/archives/ebs/ebs_214_en.pdf   

http://ec.europa.eu/public_opinion/archives/ebs/ebs_214_en.pdf
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aimed at, and in the end, brought a higher level of 

integration. The efficient operation of the EU and its 

institutions is a key interest of Hungary in respect to its EU 

membership.5 The outcome of the Lisbon Treaty is rather 

positive from a Hungarian point of view; for example the 

preservation of the idea of ‘one country, one commissioner’, 

or the EU Charter of Fundamental Rights, which became 

legally binding when the Lisbon Treaty entered into force, 

could be also mentioned.  

 

 

Introduction: The first ten years of 

Hungary in the European Union 

Hungary accessed the European Union on 1 May 2004 

along with nine other countries. European integration was 

a key objective of all Hungarian governments from the 

1990s. The widespread consensus and commitment 

regarding the EU membership enabled the successful 

negotiations with the EU institutions, which were also 

fostered by an open attitude of the member states towards 

the enlargement of the Union. By joining NATO in 1999 and 

the EU in 2004, Hungary gave a clear evidence of its 

commitment to Euro-Atlantic integration. Hungarian citizens 

also supported EU accession, which was reflected in the 

result of the referendum held in 2003. 6  Hungary has 

benefited from the membership over the last ten years, 

mainly in the aspect of financial funds aiming for the 

development and convergence of the Hungarian economy. 

 

                                                      

5 Tibor Palánkai: European Union – Reforms – Hungarian interests. 
What kind of European Union would we like? Society and Economy 
31 (2009)  
http://unipub.lib.uni-corvinus.hu/145/1/se_2009_p93.pdf  
6 The supporting votes overwhelmed those of refusing Hungarian 
EU accession (83.76 and 16.24 % respectively), though the turnout 
could be considered as low-medium (45.62 % of total population 
eligible to vote). Legal result of the referendum on 12 April 2003 
http://valasztas.hu/nepszav03/outroot/en/10_0.html 
7  Latvia introduced the euro 1 January 2014.  The last joining 
country was Lithuania, which adopted the common currency on 1 
January 2015 and became the 19th member of the Eurozone. 

Euro adoption: the missed chance 
As for the common currency, the euro has been 

adopted by 18 countries so far.7 By joining the EU itself, 

each country undertakes the obligation to introduce the 

common currency, though the deadline is not specified in 

any treaties.8 Besides economic considerations and benefits 

– in particular the completion of the single market and 

enabling the improvement of competitiveness of the 

participating economies – the euro has been a political 

project of the whole integration process. Though the crisis 

underlined the anomalies and difficulties of the common 

currency, most of the benefits of the EMU institutions and 

mechanisms, which were previously expected by the 

candidate countries, of membership prevailed. As euro 

adoption is generally obligatory and beneficiary from 

economic point of view in the long-term, for the EU member 

states, the main question is the timing. Though it is true, 

that the dominant pre-crisis “the sooner the better” 

approach has been replaced by a much more cautious one, 

at least in the V3 countries (the Czech Republic, Hungary 

and Poland). This is reflected in the fact that none of the 

countries have set an introduction date so far.9  

There are numerous advantages in the adoption of the 

euro. As the Hungarian economy is closely connected to EU 

markets, its business cycles follow those of the Eurozone, 

thus external shocks have the same or very similar effects 

as in the case of the Eurozone. The issue of adoption was 

in the focus of interest of economists, thus the first detailed 

analysis, which was prepared in 2002, already presented 

quantified benefits (decrease in the transaction costs and 

real interest rates, expansion of intra Community trade).10 

Though more than ten years have passed since the 

publication of the paper, the advantages probably persist. 

8 The United Kingdom and Denmark secured themselves an opt-
out, whilst Sweden purposely avoids the entry into ERM II, which 
is an obligatory criterion of euro introduction. All the new member 
states are obliged to introduce the common currency in the future. 
9  European Commission: Economic and financial affairs  
http://ec.europa.eu/economy_finance/euro/adoption/who_can_joi
n/index_en.htm 
10 Attila Csajbók – Ágnes Csermely ed. (2002) Adopting the euro in 
Hungary: expected costs, benefits and timing. 
http://www.mnb.hu/Root/Dokumentumtar/ENMNB/Kiadvanyok/m
nben_muhelytanulmanyok/mnben_ocassional_24/op2002_24.pdf  
 

http://unipub.lib.uni-corvinus.hu/145/1/se_2009_p93.pdf
http://valasztas.hu/nepszav03/outroot/en/10_0.html
http://ec.europa.eu/economy_finance/euro/adoption/who_can_join/index_en.htm
http://ec.europa.eu/economy_finance/euro/adoption/who_can_join/index_en.htm
http://www.mnb.hu/Root/Dokumentumtar/ENMNB/Kiadvanyok/mnben_muhelytanulmanyok/mnben_ocassional_24/op2002_24.pdf
http://www.mnb.hu/Root/Dokumentumtar/ENMNB/Kiadvanyok/mnben_muhelytanulmanyok/mnben_ocassional_24/op2002_24.pdf
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It is possible to mention here the liquidation of risks 

resulting from the high volatility of exchange rate, which 

caused major problems in the recent years due to the high 

level of Hungarian private and government debt 

denominated in foreign currency. A part of the problem 

related to the high level of foreign currency indebtedness of 

the Hungarian households would be resolved with the 

introduction of euro. Maybe the strongest reasons for the 

adoption of the euro are stability and convergence, which 

can be ensured by the fulfilment of the Maastricht criteria. 

The sustainable decrease in government debt, the growing 

economy, the low and predictable inflation, interest rates 

and stable exchange rate are of major importance both for 

Hungary and for the Eurozone. Whilst the main 

disadvantage of euro adoption, namely the loss of 

autonomous monetary policy, seems to be compensable 

and exceeded by the gains mentioned above.11  

The introduction of the euro shall be preceded by the 

fulfilment of the Maastricht criteria. Though, after the crisis 

the requirements have become stricter, which is reflected in 

the requirements of the extended Stability and Growth Pact 

(SGP), as well as in the Euro Plus Pact. Hungary failed to 

meet the criteria from the very beginning, though it 

committed itself to the early adoption of the euro even 

before the date of its EU accession. The criteria includes the 

following indicators:12 

 Price stability 

 Government budgetary position (deficit and 

government debt) 

 Exchange rates 

 Long-term interest rates. 

 

                                                      

11  Judit Neményi – Gábor Oblath (2012): Az euró hazai 
bevezetésének újragondolása. MTA KRTK, MT-DP – 2012/14. 
http://econ.core.hu/file/download/mtdp/MTDP1214.pdf  
12 Glossary: Convergence criteria 
http://epp.eurostat.ec.europa.eu/statistics_explained/index.php/G
lossary:Convergence_criteria  
13 Járai: euró 2006-07-ben. Portfolio (2001) 
http://www.portfolio.hu/gazdasag/jarai_euro_2006-07-
ben.16830.html  

Regarding the criteria however, Hungary did not 

present a convincing performance: after its EU accession, it 

struggled with excessively high budget deficit, high annual 

inflation and long-term interest rates. As a result of this 

“fiscal alcoholism” before the global economic crisis, which 

was aimed at boosting economic growth, the government 

debt also rose rapidly, and as this process took place in an 

environment characterized by high Hungarian forint interest 

rates and profusion of ample global liquidity, the result was 

a significant indebtedness in foreign currency.  

The political elite shared the considerations and 

enthusiasm of the economists regarding the importance of 

introducing the euro. One of the first official opinions on the 

euro issue was that of Zsigmond Járai, the president of the 

National Bank of Hungary (MNB) between 2001 and 2007. 

Járai considered the adoption of the euro as a long-term 

strategic interest of Hungary, and envisioned 2006-2007 as 

the soonest relevant target date thereof.13 After 2002, the 

social-liberal Medgyessy government also committed to the 

rapid convergence and the fulfilment of the Maastricht 

criteria. In 2003 the prime minister forecasted 2008 as an 

introduction date.14 Before the outbreak of the global crisis, 

the left-wing governments continuously emphasized the 

importance of adopting the euro as soon as possible, though 

the possibility and policy commitment reduced to a 

minimum. This process can be traced in the reports on the 

issues related to the European Union membership of 

Hungary and the situation of European integration 

(prepared by the government). The documents on 2004 and 

2005 contained the target date, but since 2006, any 

mention of target dates disappeared.15 

The actual commitment of the political elite and 

government is reflected in the fact that the National 

Changeover Plan was last updated in 2009.16 As already 

14 For the evolution of target dates, see: Origo (2009) Az euróval 
együtt távolodik a céldátuma is 
http://www.origo.hu/archivum/20090304-euro-bevezetes-
celdatum-ermii-gyurcsany-ferenc-veres-janos-ekb-laszlo.html  
15 For the reports see the page of the Hungarian Parliament: 
 http://www.parlament.hu/hu/iromanyok1  
16  Fifteenth Report on the practical preparations for the future 
enlargement of the euro area.  Commission staff working 
document, {COM(2014) 706 final} 

http://econ.core.hu/file/download/mtdp/MTDP1214.pdf
http://epp.eurostat.ec.europa.eu/statistics_explained/index.php/Glossary:Convergence_criteria
http://epp.eurostat.ec.europa.eu/statistics_explained/index.php/Glossary:Convergence_criteria
http://www.portfolio.hu/gazdasag/jarai_euro_2006-07-ben.16830.html
http://www.portfolio.hu/gazdasag/jarai_euro_2006-07-ben.16830.html
http://www.origo.hu/archivum/20090304-euro-bevezetes-celdatum-ermii-gyurcsany-ferenc-veres-janos-ekb-laszlo.html
http://www.origo.hu/archivum/20090304-euro-bevezetes-celdatum-ermii-gyurcsany-ferenc-veres-janos-ekb-laszlo.html
http://www.parlament.hu/hu/iromanyok1
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mentioned, the crisis has resulted in a much more cautious 

attitude towards euro adoption both on the side of the 

candidate countries and the Eurozone members. The 

commitment of the right-wing Orbán government seems to 

be weaker than that of the preceding left-wing governments, 

though the special caution is understandable in the light of 

the prolonged crisis of the Eurozone. It is also worth 

mentioning that Eurozone membership is accompanied by 

significant costs and responsibility as a result of the crisis.17 

For example, Slovenia of all members of the European 

Union in 2012 has contributed the highest share of its GDP 

to the European Stability Mechanism (ESM) (972 million 

euro, 2.8% of Slovenia’s GDP).18 

It is important to note that the EU is largely interested 

in the stabilization of the Eurozone, and in the establishment 

of a basis for sustainable economic growth. Thus it is not 

surprising, that the idea of easing the Maastricht criteria 

which arose during the economic crisis has not been 

followed by any actual measures. It is also important to 

remember that the Eurozone crisis, which mainly originated 

from the peripheral countries, was fostered by the 

macroeconomic imbalances of the economies of some 

member countries. Prior to joining the Eurozone – after the 

fulfilment of the Maastricht criteria – the national currency 

of the candidate country undergoes an appreciation driven 

by the enthusiasm of market participants, which can be later 

easily followed by disastrous consequences. 

It is worth having a brief look at the case of Slovakia, 

which introduced the euro in the middle of the crisis. 

Slovakia can be considered the most open economy in the 

region: between 2000 and 2013 its export- and import-to-

GDP ratios averaged to 80.7 and 82.4% respectively. The 

Slovak economy is deeply integrated into the Western 

markets, and Germany is its most important trade partner, 

thus euro adoption seemed to be quite logical. In the 2000s 

Slovakia established fiscal stability, avoided the risks related 

                                                      

http://ec.europa.eu/economy_finance/pdf/2014/fifteenth_report_
on_the_practical_preparations_annex_en.pdf  
17 Though the case was complex, the voting on providing funds for 
the European Financial Stability Facility (EFSF) and the related 
political situation resulted the resignation of the Slovak prime 
minister Radicova 2011. 

to extensive credit expansion and successfully controlled 

inflation. After fulfilling the Maastricht criteria, Slovakia 

joined the Eurozone in 2009 when the crisis reached its peak. 

The economic decline resulted in a high deficit, which 

highlighted the fragile fiscal position of the country, 

however, the crisis also helped to control the inflation and 

wage increase, which are typical difficulties for a Eurozone 

newcomer. The Hungarian economy shows major 

similarities to the Slovak, and the potential challenges when 

entering the Eurozone can be handled with adequate 

economic policy measures. 

 

Exit from EDP: a success story 
The Stability and Growth Pact comprises a preventive 

and a corrective arm: the latter is embodied by the 

Excessive Deficit Procedure. The SGP obligates the EU 

members to keep their deficit under 3% of the GDP. The 

economic crisis has showed the risks and negative 

consequences of internal imbalances, and also highlighted 

the “policy failures and deficiencies in – among other things 

– fiscal policy coordination”.19 Thus it is understandable, 

that the EU had to make strong efforts in order to deepen 

integration in the field of economic cooperation and 

coordination at EU-level. Besides other measures, the Six 

Pack also strengthened the SGP in many ways. Regarding 

EDP, the level of public debt ratio has become as important 

as the annual budget deficit. According to the new rules of 

SGP, the level of debt shall be kept under the threshold of 

60% of the GDP (or gradually diminish towards it), 

otherwise the excessive deficit procedure will be launched 

against the country. The enhanced enforcement was also 

the focus of reforms, thus the Eurozone members have to 

face fines of up to 0.5% of their GDP if they fail to fulfill the 

requirements of SGP.20 

18  Friedlnews: Slovenia: Highest Contribution of GDP to ESM. 
http://www.friedlnews.com/article/slovenia-highest-contribution-
of-gdp-to-esm  
19 The Stability and Growth Pact – Crisis and Reform. ECB, 2011:7 
http://www.ecb.europa.eu/pub/pdf/scpops/ecbocp129.pdf  
20  A short guide to the new EU fiscal governance. European 
Commission. 

http://ec.europa.eu/economy_finance/pdf/2014/fifteenth_report_on_the_practical_preparations_annex_en.pdf
http://ec.europa.eu/economy_finance/pdf/2014/fifteenth_report_on_the_practical_preparations_annex_en.pdf
http://www.ecb.europa.eu/pub/pdf/scpops/ecbocp129.pdf
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Hungary failed to meet the criteria of the balanced and 

sustainable government financial position, thus it was under 

EDP from the date of its EU accession. It is however not 

unusual since most of the EU member countries have 

experienced EDP.21 But the permanent procedure against a 

country sends a negative message and contributes to a 

deteriorating market outlook of the concerned country. This 

can be mentioned as a major consequence of being under 

EDP for a long period, but Hungary was also interested in 

closing the procedure to ensure its full access to the 

Cohesion Fund. In February 2012, the European 

Commission proposed the partial suspension of the 

Cohesion Fund for the failure to address the excessive 

deficit. 22  However, following the announcement of new 

measures by the Hungarian government, the Council 

decided to lift the suspension, though it has left the EDP 

against Hungary opened.23 It has been a key interest of 

Hungary to ensure its access to EU funds, as the 

development of Hungarian economy is highly dependent on 

them. 

As previously mentioned, meeting the SGP criteria is 

important to ensure macroeconomic stability and 

                                                      

http://ec.europa.eu/economy_finance/articles/governance/2012-
03-14_six_pack_en.htm 
21 Currently 11 countries are under the excessive deficit procedure. 
The corrective arm. European Commission 
http://ec.europa.eu/economy_finance/economic_governance/sgp/
corrective_arm/index_en.htm  

sustainable economic growth, but it also contributes to the 

improvement of market participants’ opinion on Hungary. A 

country, which presents commitment to sound public 

finances, can count on strengthening trust from the side of 

international investors, rating agencies and of course the EU 

institutions. In the case of Hungary, which failed to present 

its commitment, the failure led to a loss of reputation which 

indirectly resulted in both the decrease in market trust 

towards the country and in the room for autonomous policy 

making. 

The new government elected in 2010 quickly 

committed itself to reduce the deficit. The Orbán 

government also announced a fight against the large 

government debt, reaching more than 80% of the 

Hungarian GDP, which is the highest ratio in the region.  

The government implemented measures aiming to 

change the tax structure, which resulted in a growing 

emphasis on the taxation of consumption, simultaneously 

reducing the tax burden on incomes. A system of special 

taxes levied on certain sectors of the economy was also 

introduced, which helped to reduce the deficit.24 Another 

22 The suspension affected EUR 495 billion, which represented 29% 
of the total funds of 2013. European Commission, Press Release. 
http://europa.eu/rapid/press-release_IP-12-161_en.htm  
23  Hungary: Council lifts cohesion fund suspension. 
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdat
a/en/ecofin/131129.pdf  
24  The sectors involved were: bank, telecommunications, retail, 
energy. 

 

Chart 1: Government deficit (left scale) and gross debt (right scale) of Hungary (% of GDP) 

Source: Eurostat, HCSO. Note: all data are based on ESA95 methodology 

*Hungary reached a 4.3% sufficit in 2011of GDP between countries. 
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http://ec.europa.eu/economy_finance/articles/governance/2012-03-14_six_pack_en.htm
http://ec.europa.eu/economy_finance/articles/governance/2012-03-14_six_pack_en.htm
http://ec.europa.eu/economy_finance/economic_governance/sgp/corrective_arm/index_en.htm
http://ec.europa.eu/economy_finance/economic_governance/sgp/corrective_arm/index_en.htm
http://europa.eu/rapid/press-release_IP-12-161_en.htm
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ecofin/131129.pdf
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ecofin/131129.pdf
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major measure was the nationalization of the assets of 

private pension funds in 2011, which resulted in a budget 

surplus never experienced before. 25  As a result of the 

government’s efforts, the European Commission proposed 

the suspension of EDP against Hungary in May 2013. 

The European Council approved the proposal, thus the 

procedure against Hungary closed in June.26 Officials of the 

Orbán government have been also emphasizing the 

importance of disciplined fiscal policy since the positive 

decision of the Council, and continue to keep annual 

government deficit low, in accordance with the Maastricht 

criterion. The most important consequence of the exit of 

Hungary from EDP was probably the improvement of 

market perception and prospects of the Hungarian economy. 

The EU is interested in the disciplined economic policy 

of its member states, which shall preserve their fiscal 

balance. It is important to note that the strict obligations 

can be more effectively enforced in the case of the Eurozone 

members (due to possible major fines), but each EU country 

shall consider the fulfilment of SGP obligations as their most 

important self-interest. 

 

Successful crisis management during the 

Hungarian Presidency 
The integration process has many aspects, but closer 

economic cooperation and the improvement of its 

institutions are of major importance, which was highlighted 

after the outbreak of the financial crisis. The elaboration of 

the Six Pack under the Hungarian Presidency in the first half 

of 2011 (and later the acceptance thereof by the ECOFIN) 

can be deemed a great success and seen as an evidence of 

Hungary’s commitment to strengthening the EU. The 

Presidency also provided the occasion for Hungary to act as 

a “policy shaper”.27 

                                                      

25 This step also reduced the government debt. 
26  Council closes excessive deficit procedures for Italy, Latvia, 
Lithuania, Hungary and Romania. Press release: 
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdat
a/en/ecofin/137561.pdf  
 

The questions related to the future of euro – and in a 

broader sense to the whole EMU – have been in the 

limelight since the outbreak of the crisis, and the desire for 

closer coordination of economic policies has also appeared 

with great strength, mainly on the side of the EU institutions. 

In this field, significant progress has been made in recent 

years: for example the developments of the Fiscal Compact, 

the Euro Plus Pact or the European Stability Mechanism 

(ESM) can be mentioned here. 

As the highly open economy of Hungary is closely 

connected to the internal market of the European Union, it 

was strongly hit by the Eurozone debt crisis through the 

narrowing export channel and the negative change in 

market sentiment (increase in risk aversion). Thus Hungary 

was strongly interested in accepting the measures aiming 

at successful crisis management by the EU and 

strengthening the effectiveness of these mechanisms. The 

acceptance of Six Pack was a long-term interest of Hungary. 

The Presidency also offered a great opportunity for Hungary 

to present its commitment towards the future of European 

integration and the capacity required for the administration 

of such a major project. The successful management of the 

Presidency can be considered rather important as the 

relationship between Budapest and Brussels has been 

conflictual in some cases since 2010. Considering the 

prevailing conditions and circumstances in 2011 (e.g. the 

Eurozone crisis, Arab Spring), the Hungarian Presidency can 

be deemed successful, as a wide range of issues was 

resolved during its term: for example concluding the 

accession negotiations with Croatia, the elaboration of Six 

Pack (which was later approved by the ECOFIN), or we 

could mention the managing of the first European Semester. 

The Presidency successfully closed 103 legislative and non-

legislative dossiers overtaken from its predecessor. 28 

27 The officials and experts of the Ministry for National Economy 
(NGM) played a significant role in the elaboration of the Six Pack. 
http://eu.kormany.hu/ecofin-11-11-09  
28  Enikő Győri: After the Presidency and in Times of Crisis – 
A Glance into Europe’s Future from Budapest. Foreign Policy 
Review (2011) 

http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ecofin/137561.pdf
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ecofin/137561.pdf
http://eu.kormany.hu/ecofin-11-11-09
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The international opinion on the Hungarian Presidency was 

positive, though the domestic opposition criticized it.29 

 

Hungary’s interests in the institutional 

reform of the European Union 
Hungary has been a committed supporter of the 

European integration process since its accession. A slight 

difference can be observed between the approach of left 

and right-wing governments: the former envisaged a more 

federalist type of integration, and in many cases built their 

policies and political communication around the importance 

of being Europeans and regarded the EU as an identity 

formation factor. However, each government – irrespective 

of its political side – committed itself to the support of the 

most significant measures aiming at the deepening and 

widening of integration. Therefore, the Lisbon Treaty – 

which was a step forward towards closer integration in its 

all aspects – was supported by the whole Hungarian political 

elite.30 

For smaller EU member states – like Hungary – it is of 

major importance to act as a driving force of the integration 

process, as countries of this size are vulnerable and have 

limited power and capacity to represent their interests in the 

European Union. However, this attitude assumes 

dependency in both political and economic aspects, which 

result in an asymmetric relationship between the concerned 

small member and the EU itself. Thus it is not surprising 

that the dependent position of these countries results in 

moderate interest representation potential and the 

desperate need for cooperation, accepting the mainstream 

                                                      

http://eu.kormany.hu/admin/download/4/9b/30000/Foreign_Polic
y_Review_2011_01_After_the_Presidency_and_.pdf  
29 Positive opinions on the Hungarian Presidency: Brit nagykövet: 
"jogosan kapott jó osztályzatokat" az EU-elnökség. HVG (2011) 
http://hvg.hu/vilag/20110701_jogosan_kapott_jo_osztalyzatokat_
elnokseg  
A német külügyminiszter gratulált Magyarországnak. HVG (2011) 
http://hvg.hu/vilag/20110629_guido_westerwelle_unios_elnokseg  
For the critics of former minister of foreign affairs see: Balázs Péter: 
megkönnyebbülés a magyar uniós elnökség vége. HVG (2011) 
http://hvg.hu/vilag/20110627_balazs_peter_magyar_unios_elnoks
eg  
30  We could mention the elimination of pillar structure or the 
growing power and importance of the European Parliament. 

opinion and seeking allies within the group of “big 

players”.31 

Recognizing this, Hungary has been a committed 

supporter of the deepening of integration. As mentioned 

before, the attitude of left and right-wing governments has 

differed, but the Lisbon Treaty as a whole was endorsed by 

a wide consensus among the Hungarian political elite. An 

interesting example for exception was the question of the 

Charter of Fundamental Rights. It is memorable that the 

Czech Republic reached an opt-out related to the Charter, 

as the Czech president argued that it might be applied to 

the Beneš Decrees. The Bajnai government emphasized 

that the Charter is very important for Hungary, but should 

be applied retroactively.32 The Czechs received the opt-out, 

thus they finally ratified the Lisbon Treaty, which could 

come into force on 1 December 2009. The Fidesz – as the 

major opposition party at that time – heavily criticized the 

Czech opt-out.33 The Czech example presents two relevant 

conclusions. First, in major cases – such as the Lisbon 

Treaty – a smaller member state has some bargaining 

power. Second, the possibility for interest representation 

remains possible in the area of rather symbolic issues. 

It can be stated that Hungary had rather limited power 

to influence the overall development of EU institutions in 

the last ten years. This conclusion can be partly explained 

by the fact that Hungary is a new member of the EU, thus 

the minor importance and the related lower level of power 

31  Petr Drulák: Reinventing Europe: Czech lessons for small 
countries (2012) 
http://www.ecfr.eu/article/reinventing_europe_czech_lessons_for
_small_countries  
32 Accepting this important aspect in the final resolution of the 
Charter issue, Slovakia finally accepted the Charter. Slovakia also 
shared the opinion of the Czechs. See: Az EU teljesítette a csehek 
igényét. Kitekintő (2009) 
http://kitekinto.hu/europa/2009/10/30/az_eu_teljesitette_a_csehe
k_igenyet/#.VIlm8ntSIkM  
33 Győri a cseh elnöknek tett uniós engedményt bírálta. 
www.fidesz.hu (2009) 
http://www.fidesz.hu/hirek/2009-11-12/gy337ri-a-cseh-elnoknek-
tett-unios-engedmenyt-biralta/  

http://eu.kormany.hu/admin/download/4/9b/30000/Foreign_Policy_Review_2011_01_After_the_Presidency_and_.pdf
http://eu.kormany.hu/admin/download/4/9b/30000/Foreign_Policy_Review_2011_01_After_the_Presidency_and_.pdf
http://hvg.hu/vilag/20110701_jogosan_kapott_jo_osztalyzatokat_elnokseg
http://hvg.hu/vilag/20110701_jogosan_kapott_jo_osztalyzatokat_elnokseg
http://hvg.hu/vilag/20110629_guido_westerwelle_unios_elnokseg
http://hvg.hu/vilag/20110627_balazs_peter_magyar_unios_elnokseg
http://hvg.hu/vilag/20110627_balazs_peter_magyar_unios_elnokseg
http://www.ecfr.eu/article/reinventing_europe_czech_lessons_for_small_countries
http://www.ecfr.eu/article/reinventing_europe_czech_lessons_for_small_countries
http://kitekinto.hu/europa/2009/10/30/az_eu_teljesitette_a_csehek_igenyet/#.VIlm8ntSIkM
http://kitekinto.hu/europa/2009/10/30/az_eu_teljesitette_a_csehek_igenyet/#.VIlm8ntSIkM
http://www.fidesz.hu/
http://www.fidesz.hu/hirek/2009-11-12/gy337ri-a-cseh-elnoknek-tett-unios-engedmenyt-biralta/
http://www.fidesz.hu/hirek/2009-11-12/gy337ri-a-cseh-elnoknek-tett-unios-engedmenyt-biralta/
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can be deemed natural. 34  The evaluation of the new 

arrangement of institutions introduced by the Lisbon Treaty 

from Hungarian point of view is not an easy issue, but some 

cautious conclusions can be made, including, but not limited 

to: 

 The new double majority system applied in the 

Council of the European Union reduces the 

formal relative interest representation power of 

Hungary, which forces the country to seek allies, 

primarily among the big member states; this loss 

of power may worsen in the long-term due to 

Hungary’s demographic trend 35  and EU 

enlargement; 

 The appreciating role of the European Parliament 

(EP) may present a good opportunity for the 

Hungarian MPs to join in the policy decision 

making process with real content and stakes; 

during this process the need for seeking allies 

within the arena of EP, both formally and 

informally, arises; 

 The unchanged number of commissioners in the 

European Commission is advantageous for the 

smaller and medium-sized EU members, 

including Hungary. 

 

 

 

The next ten years of Hungary in the 

European Union – Prospects 

Regarding the institutions and EMU, the whole 

integration process will face major challenges in the 

forthcoming years. The financial and economic crisis 

revealed the structural weaknesses of EU institutions, which 

reinforced both the desire for nation-state based solutions 

                                                      

34 This can be partly explained by the fact that the EU officials of 
the new member states are unknown to those of the old member 
states, as common working experience is not available in the first 
several years of the EU membership of the new members. 

and for closer cooperation and integration at the same time. 

The future prospects of the European Union will largely 

depend on the success of gaining economic competitiveness 

and of the establishment of financial stability, both serving 

as a basis for sustainable growth. The first measures have 

been implemented in the field of fiscal policy – mainly in 

surveillance and coordination, primarily within the Eurozone 

countries – and continuation of this process is expected for 

the future. Angela Merkel, Chancellor of Germany – the 

most powerful political and economic player of the EU – 

already urged the launch of an EU treaty convention in 2012, 

with the purpose of creating the treaty base for a closer 

economic cooperation of the member states. Though this 

initiative failed, Germany could hardly give up its plans, thus 

the issue of concluding amendments to the treaty will 

probably emerge in the next years. It is an open question 

whether there will be political will and consensus to do so, 

or the reform of EMU will be continued on 

intergovernmental basis. Another challenge will be the case 

of the UK: Prime Minister David Cameron previously 

announced a referendum on the EU membership of the 

country for 2017. The outcome of the British developments 

will have significant effect on the future of the whole 

integration process. Due to the result of the prolonged 

economic crisis of the Eurozone (and the EU itself) 

euroscepticism has significantly strengthened throughout 

Europe, which can be clearly seen in the result of EP 

elections in 2014. The growing dissatisfaction among EU 

citizens – reinforced by political parties for domestic political 

purposes – can make it much more difficult to tackle the 

present and possible future challenges. 

What prospects does the abovementioned situation 

promise for Hungary? As identified above, deepening and 

widening European integration is the primary interest of 

Hungary. The country is interested in a strong EU that is 

able to address the economic problems, and of course, it is 

not only a question of economic issues: integration and the 

35  Bálint Ódor: The impacts of the introduction of the double 
majority in the Council of the European Union. Theses of Ph.D. 
dissertation (2013)  
http://phd.lib.uni-corvinus.hu/712/2/Odor_Balint_ten.pdf  
 
 

http://phd.lib.uni-corvinus.hu/712/2/Odor_Balint_ten.pdf
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EU themselves present important values. Since 2010, the 

right-wing governments had some conflicts with Brussels, 

though maintained their commitment to the European 

Union and Hungary continued to fulfill its obligations as 

a member state. Beside these substantial issues, the Orbán 

governments used the arising conflicts to demonstrate 

Hungary’s economic and political sovereignty in their 

domestic political communication and to interpret the 

behavior of the government as a “war of independence”.36 

But there is no sign that any Hungarian government would 

considerably question the primary interest of the country, 

namely being a committed member state to the survival and 

strengthening of the European Union.37 

Regarding the key issues described above, the 

adoption of the euro is not on the agenda currently. As 

mentioned before, Hungary is interested in meeting the 

Maastricht criteria. The reformed EMU includes more 

powerful measures to ensure the financial stability of EU 

member states, though meeting the requirements will be 

pursued by the countries due to the external pressure. On 

the one hand, waiting to see the developments of the 

Eurozone and EMU is a legitimate point of view for the 

countries outside the Eurozone, on the other hand not 

paying attention to meeting the requirements is not only 

accompanied by negative consequences, but can be 

considered as a serious mistake. Hungarian Prime Minister 

Viktor Orbán said in 2013 that Hungary will adopt the 

common currency if its level of development reaches 90% 

of that of the Eurozone.38 Regarding the relevant data, this 

statement pushes the Hungarian Eurozone membership far 

into the future.39 The commitment to the adoption of the 

euro is somewhat challenged by the desire of Hungarian 

governments to weaken the forint in order to help the 

competitiveness of export, which in turn may contribute to 

the growth of GDP. After the resolution of the foreign 

                                                      

36 This political rhetoric was criticized in the international media. 
See e.g. Hungary: Orbán wasteland. 
http://www.theguardian.com/commentisfree/2013/jul/14/hungary
-viktor-orban-wasteland-leader  
37 The only relevant party with strong eurosceptic point of view is 
Jobbik, being part of the parliamentary opposition since 2010. 
38 Orbán Japánban: évtizedek kérdése az euró bevezetése. HVG 
(2013) 

currency indebtedness of the households, the government 

may feel temptation to the indirect weakening of the forint. 

The effects of this theoretical step cannot be clearly 

foreseen. 

Joining the Eurozone – besides the clear economic 

advantages – may be beneficial for Hungary, because the 

Eurogroup and other relevant institutions (e.g. European 

Central Bank) will probably play a decisive role in the further 

development of EMU institutions. Membership of this “club” 

enables the participants to represent their interest more 

effectively than those outside it. However, if the non-euro 

countries decide to adopt the common currency – in 

accordance with their obligations to do so originating from 

the accession –, they have to take meeting the criteria 

seriously and handle it as an issue of strategic importance. 

The EU will not take any steps to ease the criteria, as the 

experience of the crisis shows that even if a member state 

fulfils the criteria once, it can prove to be insufficient later. 

Nevertheless, a candidate country shall recognize that 

meeting the criteria is a long-term task, requiring real 

commitment and permanent macroeconomic stability. It is 

important to note that Hungary currently meets some of the 

requirements (government deficit, inflation, long-term 

interest rates), but the sustainability of these temporary 

results is surrounded by uncertainty. 

Reaching a low level of inflation – a Maastricht 

criterion – has not been a success story in Hungary after 

the transition to market economy due to internal (e.g. the 

frequent increases in indirect tax rates) and external (e.g. 

depreciating of the forint) factors. As a result of the 

administrative regulation of utility prices, the average 

inflation rate was 1.7% in 2013, and is expected to reach 

an even lower level in 2014. The inflation target of the 

National Bank of Hungary (MNB) is currently 3%, which will 

http://hvg.hu/gazdasag/20131121_Orban_Japanban_evtizedek_k
erdese_az_euro/  
39  Based on model calculations, this process can take more 
decades: Gábor Oblath: Hány év múlva? – A konvergencia 
természetéről és időigényéről. KSH (2013) Statisztikai Szemle 
91/10. 
http://www.ksh.hu/statszemle_archive/2013/2013_10/2013_10_9
25.pdf  
 

http://www.theguardian.com/commentisfree/2013/jul/14/hungary-viktor-orban-wasteland-leader
http://www.theguardian.com/commentisfree/2013/jul/14/hungary-viktor-orban-wasteland-leader
http://hvg.hu/gazdasag/20131121_Orban_Japanban_evtizedek_kerdese_az_euro/
http://hvg.hu/gazdasag/20131121_Orban_Japanban_evtizedek_kerdese_az_euro/
http://www.ksh.hu/statszemle_archive/2013/2013_10/2013_10_925.pdf
http://www.ksh.hu/statszemle_archive/2013/2013_10/2013_10_925.pdf
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be reached in 2016 according to its forecasts.40 It is an 

important interest of Hungary to successfully manage the 

inflation expectations. 

The exit from EDP may prove to be a durable result, 

as the advantages thereof are very convincing and meet the 

short and long-term interests of Hungary, as recognized by 

the Orbán government. It seems to be committed to 

meeting the criteria of the Stability and Growth Pact, and 

the strengthening macroeconomic background and growth 

prospects of Hungary will make this commitment easier to 

keep. However, being out of the excessive deficit procedure 

is a state which requires continuous attention from the 

government. Meeting the requirement of the permanent 

reduction of government debt ratio will be a real challenge, 

which was confirmed by the officials of the European 

Commission. 41  Besides the balanced government budget 

(more precisely the primary balance), in Hungary the 

exchange rate also plays a significant role in the debt-to-

GDP ratio, as approximately 40% of the total debt is 

denominated in foreign currency. The government has 

some room to adjust the level of the debt, as the 

Government Debt Management Agency continued its 

borrowing activity successfully in the recent years.42 

 

 

Concluding remarks 

Regarding the institutions and EMU, Hungary faced 

limited interest representation potential in the last ten years, 

partly due to the fact that it was a new EU member state. 

Thus evaluating the performance of the country is not an 

easy task. In general we can conclude that countries of the 

                                                      

40  MNB applies an inflation targeting system since 2001. The 
inflation in Hungary has been higher than the average ratio of the 
countries in the region since the beginning of the country’s 
transition to market economy, which explains the (relatively high) 
3% target level set by MNB. In recent times, the level of inflation 
remained low, mainly due to the cuts of the price of public utilities 
and the moderate domestic demand, as a protracted consequence 
of the economic crisis. 
41 The European Commission referred to the possible re-opening of 
EDP against Hungary due to endangered future level of debt. EU 

same or similar size as Hungary can pursue their goals by 

being highly committed to the integration process. It is also 

important to understand that being successful – by which I 

mean presenting a convincing performance – is much more 

of a self-interest of Hungary than that of Brussels, and shall 

enable the country to ensure effective self-interest 

representation potential and bargaining power. The latter is 

very important in the changing institutional framework of 

the whole EU and EMU, and seeking allies to pursue national 

goals is inevitable. Hungary can become an active player in 

the decision making of the EMU in the future if it presents 

its commitment to joining the Eurozone and successfully 

fulfils the referring requirements. 

The performance of Hungary in the European Union 

presents a mixed picture. Not adopting the euro – as a result 

of the lack of commitment and political will – prior to the 

crisis deprived Hungary of some important advantages. 

Joining the Eurozone would be beneficiary primarily for the 

fulfilment of the Maastricht criteria, which is an important 

self-interest for Hungary besides the hereinabove 

mentioned advantages of belonging to the Eurozone 

countries.  

The exit from the excessive deficit procedure can be 

considered a success as Hungary could ensure its access to 

EU funds, and presented commitment to the balanced 

budget. The suspension of the procedure also had positive 

effects regarding the market opinion on Hungary, which is 

of high importance for a country with high openness of 

economy and indebtedness, thus heavily depending on 

external financing. The further sustainment of the internal 

and external balance requires commitment from the 

Hungarian governments. The issue on government debt 

reduction is connected to that of the government budget, 

but its sensitivity to the changes in exchange rate results in 

Balance of Payments Assistance to Hungary – Fifth review under 
post-programme surveillance. 30 September 2014 
http://ec.europa.eu/economy_finance/assistance_eu_ms/docume
nts/hu_efc_note_5th_pps_mission_en.pdf  
42  The quantitative easing of the American Fed and the loose 
monetary policy implemented by the ECB proved to be quite 
supporting through the decrease of the general level of interest 
rates. 

http://ec.europa.eu/economy_finance/assistance_eu_ms/documents/hu_efc_note_5th_pps_mission_en.pdf
http://ec.europa.eu/economy_finance/assistance_eu_ms/documents/hu_efc_note_5th_pps_mission_en.pdf
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a major challenge. Sustainably stable economic growth can 

help Hungary resolve the issue of further debt reduction. 

The successful management of the EU Presidency 

presented the commitment of Hungary to the EU through 

reaching decisions in issues of key importance, and enabled 

it to act as a “policy shaper”. Regarding EMU, accepting the 

Six Pack can be considered an important step towards the 

common economic governance. It is also important to 

remember that the content of these measures is the long-

term interest of each member state. 

Interviewed persons: 

 Csaba László, former minister of finance (2002-2004) 

 András Hajdú, former administrative state secretary of 

foreign affairs (2002-2005) 

 Zoltán Pogátsa, professor (Faculty of Economics, 

University of Western Hungary)

 


