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FOCUSING on HUNGARY

Looking at Hungarian politics, one may undeniably sense the passing of 
time, i.e. the fact that the 2018 parliamentary election is less than a year 
ahead of us. The present issue of Focusing on Hungary features original 
analysis on matters that should be crucial to understanding what one 
may expect in the race to that point.

As it reveals from our latest surveys, the Hungarian political landscape 
shows no or hardly any change against the background of street 
demonstrations and heated debates over several issues. PM Orbán’s 
opposition did not manage to take advantage of the external help they 
keep getting from their European party families, top level EU bureaucrats 
and affiliated billionaires-sponsors, in their fight against Fidesz. There is 
no doubt that for them, the time factor represents a way greater pressure 
than for Fidesz: those presenting themselves as the sole potent challengers 
of the Prime Minister, must prove their capability to the anti-government 
voters within reasonable time. Otherwise they shall face massive erosion 
in popularity even before the election campaign actually takes place.

Meanwhile, PM Orbán and his government continued doing what they 
do best: resisting outside pressure and fighting back in the name of 
Hungary’s sovereignty. Answering a call to a public duel of words, the 
Prime Minister made a personal appearance in front of the plenary session 
of the European Parliament, where he not only dismissed claims by his 
political opponents but again made it incredibly hard for his critics to 
posturize him as the wild, anti-EU villain which the European left and 
liberals need so desperately.

With less noise and virtually no opposition, the government handed in 
the budget for 2018, which continues the policy of general tax cuts, family 
support programs, infrastructural investments while further reducing the 
country’s sovereign debt and (for many years now) keeping the yearly deficit 
way below the 3% Maastricht threshold. Finally, as we project both the 
2017 and 2018 growth figures to be around 4% while inflation kept under 
3%, the governing Fidesz party seems to enjoy favorable conditions in the 
year leading up to a potential 2018 re-election.

Dávid J. Szabó
Director for Foreign Affairs

FOREWORD

DEAR READER
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DOMESTIC POLITICS

NATIONAL CONSULTATION  
ON THE EXTENSION OF POWERS  
FROM BRUSSELS

GERDA BUNFORD 
RESEARCH FELLOW

„Earlier consultations received 500,000 to one million responses, while 
the current “Let’s Stop Brussels!” questionnaire has already received more 
than 1.1 million responses with almost two more weeks to go.” (Állítsuk 
meg Brüsszelt!). The consultation is concerned with the distribution of 
power between member states and the European Union regarding specific 
topics, including illegal immigration, taxation and state-regulated utility 
prices. The title of the questionnaire refers to the European Commission’s 
practice of withdrawing powers from its member states by “stealth”, 
meaning that with regards to the subjects dealt with in the consultation, 
Brussels is limiting national sovereignty while extending its own sphere 
of influence without the express permission of the individual nations.

Since 2010, the Orbán government has made use of national consultations 
on numerous occasions to involve citizens in government decisions and 
legislative work. In early 2011, voters were given the chance to make their 
opinion known on the Fundamental Law, then under preparation, before 
in May of the same year the “Social Consultation” saw the government 
seek the opinion of citizens on topics regarding the elderly, foreign 
currency loans, utility services and support for education. In May 2012, 
the “New National Consultation” dealt with political economic questions 
including taxes and employee contributions, corporations and utility 
companies, the minimum wage and pensions. In line with the domestic 
policy of the Orbán government, Hungarians who live outside of Hungary 
itself were also given the chance to take part in the consultation, with the 
government contacting them in 2013. In May 2015, there was a further 
questionnaire sent out regarding immigration and terrorism, before a few 
weeks later citizens were given an opportunity to voice their opinions 
regarding digital development and the internet. The government also 
sent information to voters regarding the results of the questionnaires.

Earlier consultations received 500,000 to one million responses, while 
the current “Let’s Stop Brussels!” questionnaire has already received 
more than 500,000 responses in less than a month since it began. The 
consultation has six questions in total, in part concerning sociopolitical 
issues and partly related to taxation and economics.

Since 2010, the Orbán 
government has made use 
of national consultations on 
numerous occasions to involve 
citizens in government decisions 
and legislative work.

The national consultation 
initiated by the Orbán 
Government on 31 March asks 
for the views of Hungarian 
citizens on the most important 
trends, decisions and plans in 
Hungarian and European politics.
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DOMESTIC POLITICS
NATIONAL CONSULTATION  
ON THE EXTENSION OF POWERS  
FROM BRUSSELS

The first question relates to legislation regarding the prices of utilities. 
In January 2013, the Orbán government began the process of reducing 
the utility costs of the Hungarian population. The European Commission 
is preparing regulation which would mean many questions regarding 
electricity services – such as price – would be transferred from individual 
countries to the competence of the European Union.

The second and third questions relate to illegal immigration and the 
growing wave of terrorism in Europe. The government is asking its citizens 
for their opinions on the suggestion from Brussels of forced settlement, 
the legal closure of borders and the activities of organizations supporting 
illegal immigrants.

The fourth point asks citizens to provide their opinions on a legislative 
amendment ensuring the transparency of foreign organizations working 
in Hungary. The civil law would require the mandatory registration of 
foreign NGOs active in Hungary, meaning they should disclose which 
country or international organization they are working for and with what 
purpose.

The fifth question is concerned with economic measures for job creation. 
The unemployment rate in Hungary is currently 4.5%, one of the lowest 
in the European Union. The sixth point is also related to the economy, 
with citizens asked about the importance of an independent national 
taxation policy, as the European Union considers Hungarian corporate 
tax and personal income tax rates to be too low.

The national consultation initiated by the Orbán Government on 31 
March asks for the views of Hungarian citizens on the most important 
trends, decisions and plans in Hungarian and European politics. Once 
the results of the consultation have been confirmed, the Hungarian 
Government will be able to present its position with a stronger, renewed 
mandate on the European stage.

Earlier consultations 
received 500,000 to one 
million responses, while the 
current “Let’s Stop Brussels!” 
questionnaire has already 
received more than 1.1 million 
responses with almost two more 
weeks to go.

The national consultation 
initiated by the Orbán 
Government on 31 March asks 
for the views of Hungarian 
citizens on the most important 
trends, decisions and plans in 
Hungarian and European politics.
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ÁDÁM STEFKOVICS 
SENIOR RESEARCH FELLOW

DOMESTIC POLITICS

MAJORITY CRITICAL OF  
GEORGE SOROS’S ORGANIZATIONS
Party preferences:  
Stable lead for governing party

JUDGMENT PASSED ON THE  
ORGANIZATIONS OF GEORGE SOROS

The question of the role of George Soros and the organizations linked 
to the billionaire has arisen on more than one occasion during the 
stormy political debates of recent weeks. The latest poll from Századvég 
Foundation explored public sentiments in relation to current events.

The research showed that the Hungarian population is strongly critical 
of both George Soros as an individual and of the businessman’s various 
organizations in Hungary. 58% of respondents had a negative opinion of 
George Soros, while more than half (53%) see the billionaire’s Hungarian 
organizations as damaging for Hungary (in the sample taken, 29% view 
his activities as beneficial). As earlier research has indicated, the issues 
surrounding the higher education law are very well known among the 
adult population, with 94% of respondents aware of the matter. The 
results also demonstrate that a large proportion of Hungarians (86%) 
are aware that George Soros founded and runs the Central European 
University (CEU). Regarding opinions on the amendment to the higher 
education law, more than half (61%) of respondents believe that the 
objective of the government was to clarify the operation of foreign 
universities in Hungary, while 30% believe that the main objective was 
to close down the CEU.

DO YOU THINK THAT THE ACTIVITIES OF GEORGE SOROS’S ORGANISATIONS 
 ARE GENERALLY BENEFICIAL OR HARMFUL TO HUNGARY? (%)

18

53

29Generally harmful

Generally beneficial

Don’t know/No response

1

The research showed that 
the Hungarian population is 
strongly critical of both George 
Soros as an individual and of 
the businessman’s various 
organizations in Hungary.

Source: Századvég Foundation
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DOMESTIC POLITICS
MAJORITY CRITICAL OF  
GEORGE SOROS’S ORGANIZATIONS
Party preferences: 
Stable lead for governing party

6

94

HAVE YOU HEARD ABOUT THE POLITICAL DEBATE AND PROTESTS  
REGARDING THE HIGHER EDUCATION LAW? (%)

No

Yes

9

30

61

The government  
expressly wished to  
close down the CEU

The government used legal 
means to clarify the status of 
foreign universities

Don’t know/no response

PARTY PREFERENCES –  
BALANCE OF POWER UNCHANGED

According to the Századvég Foundation’s March 2017 poll, the governing 
party retains a significant lead. The poll, taken last Sunday, found that 
33% of all voters would vote for Fidesz-KDNP. In second place was the 
Socialist Party at 11%, with Jobbik just behind at 10%. Support for DK 
stands at 5% of the population, with LMP at 4% and Együtt (Together) at 

2
Regarding opinions on the 
amendment to the higher 
education law, more than half 
(61%) of respondents believe 
that the objective of the 
government was to clarify the 
operation of foreign universities 
in Hungary, while 30% believe 
that the main objective was to 
close down the CEU.

SOME PEOPLE THINK THE GOVERNMENT AMENDED THE HIGHER 
EDUCATION LAW BECAUSE IT WANTS THE CEU CLOSED DOWN, WHILE 
OTHERS BELIEVE THAT THE AMENDMENT TO THE LAW IS A WAY  
TO CLARIFY THE LEGAL STATUS OF FOREIGN UNIVERSITIES.  
WHICH OF THE TWO DO YOU MOST AGREE WITH? (%)

3

Source: Századvég Foundation

Source: Századvég Foundation
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1%. 5% of respondents would vote for other parties, while there was a 
slight decrease in the number of undecided voters, which stands at 31%.

The voting preferences of decided voters also remain constant. Support for 
Fidesz-KDNP remains stable, with 48% stating that they would vote for this 
coalition. Of decided voters, 19% would vote for MSZP and 19% for Jobbik. 
5% of decided voters would vote for DK, and 4% for LMP. Support for Együtt 
stands at 1%, while support for other parties makes up the other 4%.

31%

5%

5%
1%

4% 10%

11%

33%

Fidesz-KDNP

MSZP

Jobbik

LMP

DK

Együtt

Other party

Undecided

Fidesz-KDNP

MSZP

Jobbik

LMP

DK

Együtt

Other party

4%
1%

4%

19%

19%

48%

5%

SUPPORT FOR PARTIES OF ALL VOTERS 
MARCH 2017

SUPPORT FOR PARTIES FOR DECIDED VOTERS
MARCH 2017

4

5

The voting preferences of 
decided voters also remain 
constant. Support for Fidesz-
KDNP remains stable, with 48% 
stating that they would vote for 
this coalition. Of decided voters, 
19% would vote for MSZP and 
19% for Jobbik

DOMESTIC POLITICS
MAJORITY CRITICAL OF  
GEORGE SOROS’S ORGANIZATIONS
Party preferences: 
Stable lead for governing party

Source: Századvég Foundation

Source: Századvég Foundation
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FOREIGN POLICY

THEATRE OF THE ABSURD IN BRUSSELS
The Latest Debate on Hungary  
in the European Parliament

“It is like when someone is accused of murder and convicted, while the 
victim of the alleged crime is alive and well. And pointing and shouting 
‘murderer’ at the convict himself,” said Prime Minister Viktor Orbán in the 
European Parliament on Wednesday, before MEPs debated some recent 
developments in Hungary. The absurd situation described by the Prime 
Minister refers to the fact that the existence of the Central European 
University in Budapest was never called into question, as the president of 
the university himself has admitted. Even more baseless is the charge that 
the amendment in question threatens academic freedom in Hungary. 
In fact, it only seeks to decrease the inequitable competitive advantage 
enjoyed by the CEU, namely the ability to issue an additional US diploma 
without conducting any activities in the United States of America. Not 
only is this practice unfair to all European universities, it would clearly 
be unlawful in numerous Western countries.

Unfortunately, the series of absurd scenes did not end here. For those 
that have no choice but to treat George Soros as a political rival due to his 
tendency to invest millions of euros every year in Hungarian opposition 
forces, it seemed like a confirmation of their worst fears when they saw 
one EU leader (Jean-Claude Juncker) extending a friendly invitation to the 
billionaire, who has been a vocal harbinger of the EU’s doom, and another 
(Frans Timmermans) literally repeating what the president of the Soros-
founded university has said. Indeed, the latest European Parliament 
debate can only be understood in the context of the philosophical and 
strategic opposition between the global influence of Soros and countries 
like Hungary in relation to migration and the future of the EU.

However, perhaps the most blatant example of prejudiced malevolence 
towards Hungary came from the socialist, liberal and green MEPs, who 
vehemently urged the EPP to kick the Hungarian governing party 
out. “This is an old communist trick”, said Viktor Orbán, suggesting 
to the EPP not even to consider this solution. The move is, of course, 
most understandable: the Christian democrats make up the largest 
and most influential party in Europe, it’s logical for their opponents 
to attempt to apply the ancient technique of ‘divide et impera’. In 
this context, the debate on Hungary was merely another episode of 

GERGELY BERZI 
SENIOR ANALYST

The latest European 
Parliament debate can only be 
understood in the context of 
the philosophical and strategic 
opposition between the global 
influence of Soros and countries 
like Hungary in relation to 
migration and the future of the EU.
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FOREIGN POLICY
THEATRE OF THE ABSURD IN BRUSSELS
The Latest Debate on Hungary 
in the European Parliament

partisan politics in the European Parliament, and had less to do with 
current issues than with long-term party interests. Business as usual, 
one might say.

The EPP’s most significant speaker of the day was clearly Manfred Weber, 
who made it perfectly clear that Viktor Orbán has never deviated from 
the path represented by the Christian democrats, and that by appearing 
personally, he once again demonstrated that he is always open to 
political debates, unlike many of his colleagues. There will always be 
differences within the EPP family, which is natural considering its vast 
size and diversity. But we have to see that Viktor Orbán and his party 
never resorted to harsh criticism regarding domestic policies or fellow 
members, not to mention openly urging their banishment. Furthermore, 
Hungary has always managed to find a solution that is in compliance 
with EU law and acceptable by all of our allies.

After all, if one ignores the political hysteria that seems to cloud 
everyone’s judgment on the legislation in question, it is quite obvious 
that we are looking at a simple legal problem, which can and will be 
resolved according to EU procedures, as always.

Nevertheless, the Prime Minister once again reaffirmed Hungary’s 
unequivocal commitment to the norms of the European Union, politely 
but firmly rejecting the siren song of Nigel Farage, who invited the 
country to join the Brexit Club. Such attempts will always fall flat in 
Hungary, where support for the EU is among the highest in Europe. It 
is quite easy to misunderstand the new ‘Let’s stop Brussels!’ campaign, 
which is not in the least an anti-EU message. It is merely an attempt to 
raise awareness of certain harmful proposals set forth by ‘Brussels’ – 
the faceless, unelected bureaucracy that has been working on a stealth 
transfer of competences in the past years. By contrast, Hungary believes 
that the key to a strong Europe means strong nation states rather than 
a strong super-nation. But enthusiasm remains high among Hungarians, 
perhaps because we never hesitate to express our distinct opinions and 
we are not afraid of disagreements. After all, Europe is and, hopefully, will 
remain a place where nations and peoples are allowed to have distinct 
opinions and pursue their own strategic visions.

Manfred Weber, the 
parliamentary group leader of 
EPP, made it perfectly clear that 
Viktor Orbán has never deviated 
from the path represented by 
the Christian democrats, and 
that by appearing personally, he 
once again demonstrated that 
he is always open to political 
debates, unlike many of his 
colleagues.

The new ‘Let’s stop Brussels!’ 
campaign is not in the least an 
anti-EU message, but merely an 
attempt to raise awareness of 
certain harmful proposals set 
forth by ‘Brussels’ – the faceless, 
unelected bureaucracy that 
has been working on a stealth 
transfer of competences in the 
past years.
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FOREIGN POLICY

THE UPCOMING NATO SUMMIT  
IN BRUSSELS 
President Trump’s First Trip  
to Europe

NORBERT LÁSZLÓ ÁROK 
RESEARCH FELLOW

1

In between the NATO summits the member states regularly gather up 
for meetings in the Belgian capital of Brussels. The meeting between the 
heads of state is unlikely to be marked by significant decisions, but will 
hold symbolic significance as the first visit of President Donald Trump 
following his inauguration.

It is clear that, over the course of the last two years, the member states 
have already set the course for the alliance. At the Wales and Warsaw 
summits, the two main objectives and strategic priorities were defined: 
greater emphasis on the defense of external borders and a more equitable 
share of the burden among member states. There is no question that the 
Russian annexation of Crimea has triggered a firm response on the part 
of the alliance. Within the framework of the Enhanced Forward Presence 
plan adopted in Warsaw, three battalion-sized battle groups were deployed 
to the three Baltic states and Poland. At the same time, the alliance has 
recognized that, in the past one and a half decades, it has externalized 
its defense, focusing on a wide range of missions in the Middle East and 
Central Asia. 2014 was a turning point, with the stated aim of internalizing 
the defense of the alliance in accordance with strategic necessities.

In line with this, the member states have already set the course for the 
alliance in terms of strategic priorities in the medium term. For this reason, 
no new “grand deal” is to be made during the meeting. What does give a 
special tone to the meeting, though, is the visit of President Donald Trump. 
The often blatant criticism of NATO during his presidential campaign has led 
to worried voices across Europe. It was no wonder that there were serious 
concerns raised during the visit of Defense Minister James Mattis – albeit 
also accompanied by a lot of hope from EU member states. Just like Mattis, 
Secretary of State Rex Tillerson later also highlighted the fact that the US is 
unequivocally devoted to the NATO. At the same time, the US undoubtedly 
expects a fairer share of the burden in terms of military spending. Indeed, 
this demand did not come out of the blue. The increase in military spending 
has long been on the agenda of the alliance and a consensual decision was 
made in Wales, meaning the American government asserts a legitimate 
claim in this regard. At the same time, given the geopolitical pretext, a 
clear cut American pledge to NATO was essential for the credibility of the 
alliance.

Although no new “grand deal” is 
to be made during the meeting, 
the visit of President Donald 
Trump will give a special tone to 
it, as his often blatant criticism 
of NATO during his presidential 
campaign has led to worried 
voices across Europe.

Since the very beginning, 
Hungary has eagerly participated 
in the fight against ISIS in Iraq 
and Syria on the invitation of the 
United States.
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As far as military spending is concerned, it is evident that the European 
member states have gradually and systematically decreased their military 
spending over the course of the past two decades. Meanwhile, they 
have been engaged in setting up so called “niche capacities” (such as the 
concept of Smart Defense), where they specialize in certain aspects of 
defense – ultimately resulting in plummeting military spending and military 
capabilities. At the same time, the latest report from SIPRI indicates a 
reverse tendency: European member states now appear eager to spend 
more on defense. Interestingly, Central and Eastern European states are the 
leaders in this regard, as their relative increase exceeds Western European 
spending, with the relative increase amounting to 2.4%. 

According to a statement by Secretary General Stoltenberg’s, the meeting 
will provide an opportunity to discuss the joint efforts of the alliance 
in the fight against terrorism. Currently, NATO is not directly involved in 
Iraq and Syria, as the fight against ISIS is conducted by a multinational 
coalition. Since the very beginning, Hungary has eagerly participated on the 
invitation of the United States. In 2015, the Hungarian national assembly 
adopted a law that pledged to maintain a contingent of 150 personnel in 
Iraq until December 2017. In March this year, the Hungarian Minister of 
Foreign Affairs took part in the annual conference of the coalition where 
he envisaged the extension of the mission in Erbil. In line with this, the 
corresponding draft legislation is already before the National Assembly. 
This would not only extend the mandate of the mission until 2019, but 
also increase number the personnel from 150 to 200.

European member states now 
appear eager to spend more on 
defense – interestingly, Central 
and Eastern European states 
are the leaders in this regard, as 
their relative increase exceeds 
Western European spending, 
with the relative increase 
amounting to 2.4%.

FOREIGN POLICY
THE UPCOMING NATO SUMMIT IN BRUSSELS 
President Trump’s First Trip to Europe
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The financially sustainable expansion of the Hungarian economy is set 
to continue in 2018, meaning that economic growth will come not from 
increases in state debt and loans from outside the national economy, but 
will instead be accompanied by progressive reductions in the national 
debt and foreign loans. 2018 will be the seventh consecutive year in 
which the Hungarian budget meets the Maastricht convergence criteria. 
This is a significant achievement; particularly given that at no point in the 
eight years following Hungary’s admission to the European Union in 2004 
did the country meet the target of reducing its national deficit to below 
3% of GDP. Since 2010, the structural changes made in terms of fiscal 
revenues and expenditure can be considered a genuine paradigm shift. 
The government reallocates approximately HUF 1 trillion annually to 
those living on wages and salaries, equivalent to 2.5-3% of GDP, through 
reductions in personal income tax and social security contributions, 
as well as increases in family tax benefits and workplace protection 
measures. The reallocated funds are drawn from special taxes imposed 
on companies operating under limited competitive conditions and which 
therefore generate deadweight losses top society, the reduction of 
interest paid on state debt and increases in employment.

ECONOMY

THE 2018 FISCAL SCHEME
A budget for those in work

LÁSZLÓ GYÖRGY PhD
CHIEF ECONOMIST

MARINETTA STAMLERNÉ  
MÁNDLI
RESEARCH FELLOW

DÁNIEL MOLNÁR
TRAINEE

GÁBOR REGŐS PhD
SENIOR RESEARCH FELLOW

 60,0

 65,0

 70,0

 75,0

 80,0

 85,0

 0,0

 1,0

 2,0

 3,0

 4,0

 5,0

 6,0

 7,0

 8,0

2010 2011 2012 2013 2014 2015 2016 2017 2018

Államháztartás hiánya (GDP %) Államháztartás adóssága (GDP %)General government deficit (% GDP) General government debt (% GDP)

Source: Eurostat

NOTE: THE 2017 AND 2018 FIGURES ARE PROJECTIONS, OTHERS ARE CONFIRMED.

MAASTRICHT DEFICIT AND PUBLIC DEBT (%) 1

* *

http://wwww.szazadveg.hu


wwww.szazadveg.hu

13

FOCUSING on HUNGARY

ECONOMY
THE 2018 FISCAL SCHEME
A budget for those in work

On 2 May, the Hungarian Government presented the 2018 annual budget 
plan, to be accepted by the National Assembly on 15 June. Next year’s 
tax package was also submitted along with the budget, and the analysis 
in this section is based on these two documents.

On the basis of the 2018 budget proposal, the general government deficit, 
calculated on the basis of the Maastricht criteria, will stand at 2.4% of 
GDP, while general government debt is expected to be 70.1% of GDP. 
Figure 2 provides a functional breakdown of the expenditure for 2018 
outlined in the budget plan at 2017 prices (to eliminate distorting 
factors) in comparison with expenditure in the current year. To make the 
calculations, the inflation forecast of 2.5% for 2017 from the Századvég 
Economic Research Institute was used.

The rise in spending on general public services, healthcare and education 
is largely driven by changes to the career path models used in the public 

Source: T/15381 bill, Századvég estimate

CHANGES IN MAJOR EXPENDITURE ITEMS FOR 2018 COMPARED  
TO 2017 IN REAL TERMS (HUF BILLION, BASED ON CONSOLIDATED DATA)
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Total (+3.7%)
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2

On the basis of the 2018 
budget proposal, the general 
government deficit, calculated 
on the basis of the Maastricht 
criteria, will stand at 2.4% of 
GDP, while general government 
debt is expected to be  
70.1% of GDP.
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sector. There will also be a continuation of wage increases applied to the 
career path models in the armed forces and police enforcement sectors, 
as well as a 15% increase in the salaries of employees of the National 
Tax and Customs Administration. Base salaries in the justice system, in 
higher education, and for researchers and teachers will be increased by 
5%. There will also be salary increases for workers in the healthcare sector 
and people working in areas of social services related to healthcare.

There are two significant measures behind the higher figure for economic 
affairs. The first is that the full amount of the 2014-2020 European Union 
spending cycle will be allocated in 2018, with 60% of the total to be 
used to increase employment and competitiveness. The renovation and 
expansion of the national public road network will also be continued. 
By 2022, 900 kilometers of new highways, roads and main roads will be 
built, with HUF 295 billion allocated for this purpose in 2018. The other 
measure is the development of the public services and infrastructure of 
the county capitals within the framework of the Modern Cities Program, 
with the objective of improving quality of life for residents and making 
cities more attractive to tourists. The sum allocated for this purpose in 
2018 is 150 billion forints.

Significant restructuring lies behind the 3% increase in real terms of 
the cost of social security and welfare services. Another important part 
of government policy is to provide people with work rather than aid, 
through skills development and training programs, and support for 
finding employment. There will be a HUF 100 billion reduction in the 
budget of the Start work program, as the government’s objective is to 
bring participants back into the primary labor market. There will be a 
continuation of the Workplace Protection Action Plan, which is beneficial 
in terms of the labor market and helps disadvantaged workers, which 
should reduce the burden on employers by HUF 100 billion in 2018, 
according to official estimates. The 2018 budget also provides funding 
to maintain the real value of pensions, as well as making payments into 
pension funds in line with economic growth. Pension contributions 
will increase by 7.8%, covering a 3% rise in pension payments, which 
translates into an annual average increase of HUF 44,000 for an individual 

ECONOMY
THE 2018 FISCAL SCHEME
A budget for those in work

The rise in spending on general 
public services, healthcare and 
education is largely driven by 
changes to the career path 
models used in the public sector.

There are two significant 
measures behind the higher 
figure for economic affairs: first, 
the full amount of the 2014-
2020 European Union spending 
cycle will be allocated in 2018, 
with 60% of the total to be used 
to increase employment and 
competitiveness; and second, 
the development of the public 
services and infrastructure of 
the county capitals within the 
framework of the Modern Cities 
Program, with the objective 
of improving quality of life for 
residents and making cities more 
attractive to tourists.
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pension. The government economic policy of providing support for 
families continues. There will be a graduated annual increase in family 
tax credits until 2019. Families with two or more children who received 
HUF 10,000 in 2015 per child will receive HUF 20,000 by 2019. In addition, 
the Family Home Creation Allowance will also continue, helping families 
with multiple children to purchase their own homes.

Taxes on employment

Taxes on comsumption

Taxes on economic entitles

Other taxes

INDIVIDUAL TAX REVENUES AS A PERCENTAGE OF GDP (%)

Source: T/15381 and T/15427 draft bills

NOTE: THE 2017 AND 2018 FIGURES ARE PROJECTIONS, OTHERS ARE CONFIRMED.

Figure 3 shows the structural distribution of tax revenues as a percentage 
of GDP. There has been a slight decrease in taxes on consumption since 
the rise in 2012, accompanied by a slight decline in the tax burden on 
employees. The structural breakdown and changes to the tax system at 
first glance appear contradictory. Looking at the aggregated data, it is 
apparent that the government has overseen a significant reduction in 
taxes over the past seven years, but tax revenues have either only seen 

3
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Looking at the aggregated 
data, it is apparent that the 
government has overseen a 
significant reduction in taxes 
over the past seven years, but 
tax revenues have either only 
seen a small drop, or none at all.
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a small drop, or none at all. Reducing tax burdens and fine-tuning the 
taxation system has been in progress since 2010, and the continuation 
of this is also evident in the 2018 tax package.

In 2018, there will be further targeted VAT cuts. Fish, restaurant food 
and internet services will all see a reduction in VAT to 5%.

In the interests of reducing administrative burdens and whitening the 
market, the contribution to healthcare taken from real estate rental will 
be eliminated, which until now affected any income over HUF 1 million. 
Following the 2017 reduction in the corporate tax rate, there will be a 
one percent reduction in the small business tax rate (KIVA) in 2018, to 
13%. In terms of corporate tax, the 10% notified tax threshold will be 
eliminated, as well as the condition for start-up companies to engage 
workers in research and development. Financial institutions will also be 
eligible for deductions from their special taxes when they support of 
spectator team sports, up to a threshold of 50%.

There will be a continuation of tax reductions to help increase employment. 
The social contribution tax rate for employers will decrease by 2% to 20% 
in 2018. Meanwhile, the employer can provide tax-free housing support 
for mobility purposes equivalent to 60 percent of the minimum wage 
during the first two years of employment, 40 per cent of the minimum 
wage during the second two years of employment and 20 per cent in 
the fifth year.

In order to reinforce the domestic beer brewery industry, the excise 
duty volume threshold for small-scale breweries will be increased from 
8,000 to 200,000 hectoliters, beneath which only half of the excise duty 
must be paid.
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Reducing tax burdens and fine-
tuning the taxation system has 
been in progress since 2010, and 
the continuation of this is also 
evident in the 2018 tax package.
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NEWS

APRIL HIGHLIGHTS AT SZÁZADVÉG

On April 18, Századvég had the honor to welcome Her Excellency Ksenija 
Škrilec, Ambassador of Slovenia in Budapest. During her meeting with 
Chairman Zsolt Barthel-Rúzsa and Director for Foreign Affairs Dávid J. 
Szabó, the sides discussed current issues regarding bilateral relations 
and the future of Europe.

On April 11, Századvég organized a conference entitled “The Migration 
Crisis and the Influence of Foreign-funded NGOs”. In his keynote address, 
Minister of Justice Dr. László Trócsányi stressed that the population’s 
composition must be a nation-state competence. György Bakondi, 
Chief Advisor to the Prime Minister on internal security, presented how 
illegal migration is organized and controlled by large networks of human 
trafficking. Századvég Research Director Balázs Orbán said that the nature 
of irregular migration has fundamentally changed, therefore we need to 
remove the catalysts within the legal systems, human trafficking, NGO 
activities and communication.

On April 27, the Migration Research Institute, founded by Századvég and 
the Mathias Corvinus Collegium, organized an international workshop 
entitled “The Causes, Perspectives and Tendencies of African Migration 
towards Europe”. Apart from distinguished Hungarian speakers, the 
event included lectures by Marie-Laurence Flahaux, Research Officer at 
the International Migration Institute in Oxford and the French Research 
Institute for Development in Marseille, Stefan Cibian, Academy Fellow 
at the Africa Programme of Chatham House in London, Nauja Kleist, 
Academic Coordinator and Senior Researcher at the Danish Institute for 
International Studies in Copenhagen, Elizabeth J. Rushing, Senior Strategic 
Advisor on Conflict at the Internal Displacement Monitoring Centre of the 
Norwegian Refugee Council in Geneva, and Cyprian Alexander Kozera, 
Researcher of the War Studies University in Warsaw.
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On April 27, Századvég hosted a delegation from The Indonesian National 
Resilience Institute (Lemhannas RI) led by Air Vice Marshal (Retired) Surya 
Dharma S.I.P. After exchanging short introductions regarding the two 
organizations, the sides discussed current issues related to Indonesia, 
Hungary and bilateral relations.

The monthly briefing of the diplomatic corps, co-organized by the 
Hungarian National Bank and Századvég Foundation, took place on 
April 26. Századvég Chief Economist László György gave a lecture about 
the Hungarian tax system, and the discontents and opportunities of 
international tax competition, Chief Consultant László Vértesy presented 
the latest findings of Századvég’s business cycle research, and Research 
Director Balázs Orbán talked about the organized nature of irregular 
migration.
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