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The fall political season has begun, the last before the 2018 national 
elections, so we have just six short months to go. This year has brought 
no significant changes to the ranking of political parties, with little or no 
change in support for the various political groups. The governing parties 
have kept a steady lead in the polls for more than ten years, while the 
opposition parties have been unable to establish any significant increase 
in support, despite their aggressive communication offensives. 

So what kind of campaign shall we expect? A results-based campaign 
is expected from Fidesz, with Hungary being one of Europe’s most 
stable countries in economic, political and social terms. Over the last 
four years, the government has been able to significantly increase 
its room for maneuver in Hungary, forming a solid basis for Fidesz’s 
potential reelection. The basis for this greater political scope of action 
comes from the growing economy, the results of which have also been 
acknowledged by international ratings agencies. Alongside economic 
success, another likely theme of the Fidesz campaign is the outcome 
achieved by its migration policy as the immigration issue continues to 
define the European political agenda.

On the other hand, no strong campaign themes have yet emerged from 
the opposition. They are divided. Jobbik is stagnating, while MSZP lost 
its candidate for Prime Minister with the resignation of László Botka. The 
opposition parties are in a tight spot: if the situation hasn’t changed by 
December, they will hardly be able to turn it around in the first three 
months of 2018.

Tamás Lánczi
Director of the Centre for Political Analysis
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DOMESTIC POLITICS

STRONGER GOVERNING PARTIES,  
FEWER UNDECIDED VOTERS
Comparing present party  
preferences with September 2013

ÁDÁM STEFKOVICS
SENIOR RESEARCH FELLOW

The campaign for the 2018 parliamentary elections in Hungary has begun. 
Estimating the balance of power between political parties is becoming 
increasingly important. This is especially crucial for the opposition parties 
since, just like in 2014, the political debates and potential deals in the 
opposition camp are mainly centered around a possible left-wing pact, 
and about whether it would be worth it for the individual parties to 
cooperate. Nevertheless, the hope for a leftist coalition seemed to fade 
after the recent resignation of the Socialists’ (MSZP) candidate for Prime 
Minister László Botka. Still, at this phase in the campaign it is worth 
taking a look at the previous election period and comparing present 
party preferences with the power relations during the 2014 campaign.

There are three important differences when comparing the situation in 
September 2013 with the present political climate. First, the governing 
parties, Fidesz-KDNP, are stronger now among the entire population 
than they were in 2013: in September of that year they stood at 28 
percent, while they are polling at 34 percent support today. Conversely, 
the opposition is in a weaker general position now than it was at the 
beginning of the 2014 election campaign. MSZP’s support has dropped 
from 13 percent to 10 percent in the last four years, while the Together 
2014-PM parties also lost a number of voters (3 percent). While Jobbik 
has been able to maintain its position (9 percent), support for LMP and 
DK is higher than it was in 2013. If we add together the total support of 
the left-wing parties that formed a coalition in 2014, we find that a similar 
pact in 2017 would receive fewer votes than the one in 2013 (2013: 19 
percent, 2017: 15 percent). Another significant difference between the 
two periods is that there are more voters in 2017 supporting other parties 
(7 percent). The third important distinction concerns undecided voters: 
the rate of those who do not have a clear party preference (or are not 
willing to reveal it) is far lower in the present campaign period than it 
was in 2013. The rate of undecided voters dropped from 42 percent in 
the fall of 2013 to 30 percent today. General experience suggests that 
among the undecided there are more potential voters for the opposition 
than for the governing parties, Consequently, fewer undecided voters 
results in a more confident advantage for Fidesz-KDNP now than during 
the 2014 elections.

There are three important 
differences when comparing 
the situation in September 
2013 with the present political 
climate. First, the governing 
parties, Fidesz-KDNP, are 
stronger now among the entire 
population. Second, there are 
more voters in 2017 supporting 
other parties. Third, the rate of 
undecided voters is far lower 
than it was in 2013.
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In sum, these three major differences that we’ve observed in comparing 
the present situation with the previous campaign period show that the 
position of the governing parties is stronger than four years ago. This 
means that Fidesz–KDNP would have a very good chance of winning 
if the parliamentary elections were held this Sunday. The remaining 
6–7 months of the campaign will shed light on how the present party 
preferences might change.

PARTY PREFERENCES AMONG THE ENTIRE POPULATION  
SEPTEMBER 2013 / SEPTEMBER 2017 (%) 1

Source: Századvég Foundation
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FOREIGN POLICY

GEORGE SOROS’S  
GRAND PLAN

GERGELY ERDŐS
INTERNATIONAL ANALYST

The migrant crisis and its management has been one of the hottest topics 
in Europe for more than two years now. Early on, in September 2015, 
Hungarian Prime Minister Viktor Orbán worked out a six-point plan for 
handling the crisis, which was then presented to the European Council. 
The recommendations included the separation of refugees and economic 
migrants before they enter the Schengen Zone, an EU-wide designation 
of safe countries, and the creation of “worldwide quotas” (involving the 
entire world on a voluntary basis in the resolution of the refugee crisis). 
Liberal thinkers couldn’t help but voice their opinions on the initiative, 
and a few days later the American billionaire George Soros put forward 
his own plan, stating in clear terms what kind of future he envisages for 
Europe and the Hungarians.

Despite the fact that the Hungarian left-wing was categorically denying the 
existence of an action plan, Soros himself published it in September 2015 
on the Project Syndicate website under the title Rebuilding the Asylum 
System. The recommendations included the European Union accepting 
at least one million asylum seekers annually and providing a total of EUR 
15,000 per asylum seeker for each of their first two years to cover the 
costs incurred. Soros also urged the creation of an Asylum and Migration 
Agency (as it was not possible to coordinate properly the activities of the 
individual member states), the establishment of global standards and the 
mobilization of NGOs, church organizations and companies to help with 
the relocations. The influence of this businessman is demonstrable in 
that many EU and member state decisions and recommendations bear 
the hallmarks of his personal and liberal world view. The fact that Soros 
has also held personal meetings – closed to the public, of course – with 
high-level European decision makers raises further questions. 

In April of this year, the President of the European Commission Jean-
Claude Juncker received Soros in his office with the kind of solemn respect 
usually reserved for heads of state. What exactly was said during the 
meeting remains a secret to this day, as do the purposes of Soros’s visit. 
The spokesperson for the head of the Commission stated that there were 
no surprises in the head-to-head meeting, since the two have known 
each other for 20 years and are good friends. The question is, why does 

Despite the fact that the 
Hungarian left-wing was 
categorically denying the 
existence of an action plan, 
Soros himself published it in 
September 2015 on the Project 
Syndicate website under the title 
Rebuilding the Asylum System.

http://www.szazadveg.hu
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https://www.neweurope.eu/article/juncker-meets-soros-ceu-ukraine-brexit/
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https://www.project-syndicate.org/commentary/rebuilding-refugee-asylum-system-by-george-soros-2015-09


www.szazadveg.hu

6

FOCUSING on HUNGARY

the President of the European Commission receive his ‘friends’ during 
working hours and honor them with formal protocol?

The mysterious meetings did not end there. As well as Juncker, Soros also 
met with Frans Timmermans, the First Vice-President of the European 
Commission, and Commissioners Vera Jourova and Jyrki Katainen. 
Jourova is the European Commissioner for Justice, while Katainen is 
the Commissioner for Jobs, Growth, Investment and Competitiveness. 
This was not Vera Jourova’s last meeting with Soros, as she proudly 
posted pictures of herself with the businessman on Twitter in early 
September with the following comment: “We spoke about the situation 
of fundamental rights in Europe.” This lady’s name may already be familiar 
to the informed reader as the EU officer who praised the demonstrations 
regarding the Soros-backed CEU. 

Once again on Twitter, the EU Commissioner for European Neighborhood 
Policy and Enlargement Negotiations, Johannes Hahn, reported a meeting 
with the American billionaire, writing “Always good to meet George  
Soros to discuss our joint efforts to boost reforms and open societies in 
the Western Balkans and Eastern Europe.” 

These meetings raise more questions than they answer. Soros is an 
unelected businessman, with no form of political office and no mandate 
from European citizens. Yet he is officially received by members of the 
European Commission, the European Union’s highest decision-making 
body, and these members carry out meetings with him behind closed 
doors which the public are only made aware of via Twitter, while the 
substance of the discussions are not disclosed at all. Is the future of 
Europe to be worked out in these and similar meetings, taking place in 
cigar smoke-filled rooms cloaked in secrecy? One cannot help but pointing 
out that, by allowing a secretive and non-transparent atmosphere to arise 
around the above meetings, the European Commission itself contributes 
largely to the public controversy about Mr. Soros.

Of the concrete decisions taken we must highlight the decision in Brussels 
to impose quotas, which determines the process for the forced distribution 
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Soros is an unelected 
businessman, with no form of 
political office and no mandate 
from European citizens. Yet he is 
officially received by members 
of the European Commission, 
and these members carry out 
meetings with him behind closed 
doors while the substance of the 
discussions are not disclosed at 
all.
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of asylum seekers. In many ways, this decision by the Commission can 
be interpreted as a form of lobbying for the plan outlined above. As 
the philosopher Ervin Nagy put it: the biggest problem with a quota is 
that once it exists, it can be increased. While the current plan calls for 
the forced relocation of 120,000 migrants, which already represents a 
hike from the original “voluntary“ number of 40,000, there will be no 
principle left to prevent the compulsory settlement of a significantly 
larger number of people. 

It is also worth remembering the German Chancellor Angela Merkel’s 
refugee policy. When she opened up the Germany’s borders, willingly  
or not, she became one of the executors of the Soros plan. Her position  
has not changed over time, with Merkel proudly admitting in her candidacy 
before the elections that she would let in hundreds of thousands of 
immigrants today, just as she did two years ago. Her challenger, the 
Social Democrat Martin Schulz, may not have agreed, yet there is no 
clear opposition between them on the migrant issue, which left Germany 
with a choice between two pro-immigration parties on 24 September. 

Emmanuel Macron – sharing the platform with Merkel – has stated 
on several occasions that refugees must be accepted. The new French 
Prime Minister argues that the Central European countries do not respect 
“shared European values”, and would be happy to impose sanctions on 
Hungary – among others – for daring to go against mainstream thought in 
Brussels. With Macron, we hear the usual platitudes: calling on European 
solidarity and the founding principles of the European Union to accuse 
the four Visegrád of “betrayal”. Furthermore, the President believes that 
the time has come for Europe to move to the “next stage of globalization” 
in which, of course, EU organizations will gain more extensive powers 
than they enjoy in the present day.

The departing Social Democrat Austrian Chancellor, Christian Kern, 
recommends punishing Hungary and Poland for their position on the 
migrant issue by withdrawing EU funding. Kern is outraged that the 
two countries have “completely withdrawn” from the quota process 
and thinks that the solution is either to wait until the conservative 
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governments are changed, or withdraw subsidies and reallocate them 
to states that are willing to accommodate asylum seekers. As Heinz-
Christian Strache, the head of the Freedom Party, aptly pointed out: while 
the Hungarian Prime Minister was building fences to protect his people, 
at the same time the Austrian leadership wanted to build a concrete wall 
around government buildings to protect themselves – referring to one 
of the plans of the government in Vienna.

The following conclusions can be drawn with regards to the policy of 
Brussels and the Western European leaders mentioned above. One is 
that they are willing to use all the tools available to bring the extensive 
migrant resettlement program to a successful conclusion. They do not 
hold back from using various vague terms (solidarity, founding principles, 
etc.) and threats in order to force the governments of nations who 
think differently to bend to their will. As a result – in view of the fierce 
opposition of the countries opposing forced relocation – they want 
to further reduce the sovereignty of member states, handing greater 
power to shared institutions. In turn, they have deliberately ignored 
the opinion of European citizens. It has been made apparent through 
the Századvég Foundation Project 28 study, among others, that more 
than three quarters of European citizens of a voting age are concerned 
with the number of illegal immigrants. Do voters have such a misguided 
view of the situation, or is there a certain amount of sense behind this 
opinion? And is the real objective of politicians to carry out the will of 
the European people or the will of businessmen of dubious backgrounds 
and intentions?

Despite the pressure from Brussels, the Hungarian Government seems 
dedicated to continue to effectively protect its borders – which are 
also the borders of the EU – and safeguard the safety of the Hungarian 
population. As for Mr. Soros’s plan, a national consultation is currently 
being carried out to ensure popular awareness and taking into account 
what Hungary’s people think about these issues. At the end of the day 
it is them, and them only, who have the right to decide, with which 
(non-EU) mass populations they are willing to live together under the 
one roof that we call Hungary and that is our home.

FOREIGN POLICY
GEORGE SOROS’S  
GRAND PLAN
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EDINA OSZTROVSZKY
INTERNATIONAL ANALYST

FOREIGN POLICY

THE GERMAN FEDERAL 
PARLIAMENTARY ELECTION
Is the German party system in crisis?

The results of the 24 September German federal parliamentary election 
clearly show that the party system that has prevailed in Germany since 
1949 is in crisis. Instead of the 36-37 percent expected, the CDU/CSU 
party alliance received 33 percent, its second-worst result since 1949. 
In Bavaria, the CSU lost more than 10 percentage points, down to 38.8 
percent compared to 49.3 percent in 2013, the worst result in the history 
of the party. The SPD suffered a historic defeat with its result of 20.5 
percent.

In line with the expectations of the last few weeks, Alternative for 
Germany (AfD), with its 12.6 percent result, will be the third strongest 
party in parliament. For the party – which was formed in 2013 – getting 
into parliament is of historic significance: since the end of the Second 
World War, there has not been an example of a party to the right of CDU/
CSU entering the Bundestag. The three other small parties also finished 
with positive results compared to their achievements in 2013: the Free 
Democratic Party (FDP) received 10.7 percent, the Left party (Linke) 9.2 
percent, and the Greens (Grüne) received 8.9 percent. 

Following the announcement of the results, Chancellor Merkel consoled 
her voters by saying her party had won the election, it remained the 
strongest party and, thanks to the voters, had received a mandate to form 
a government. It is important to point out, however, that compared to 
the results of four years ago, the CDU/CSU party alliance lost the greatest 
proportion of its voters, sliding 8.5 percent. Based on the results, it can 
be said that the voters were disappointed in all three of the governing 
parties, and were ‘punishing’ them with their defections.

The result of the German election visibly fits into the tendency that has 
been observable since 2016: one after another, the anti-establishment 
parties are achieving the best results in their histories while the French 
and German mainstream parties have not performed so poorly since 
the Second World War.

The result of the German 
election visibly fits into the 
tendency that has been 
observable since 2016: one after 
another, the anti-establishment 
parties are achieving the 
best results in their histories 
while the French and German 
mainstream parties have not 
performed so poorly since the 
Second World War.
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Is the German party system in crisis?

MIGRATION IS PRIMARY CAUSE FOR  
THE LOSS OF CONFIDENCE

After the results were announced, Angela Merkel declared that AfD 
would pose a great challenge to German politics. The chancellor added 
that detailed analysis of the causes of AfD’s success would have to be 
carried out, and that the CDU/CSU party alliance, by continuing its good 
policies, would have to win back voters from AfD. At the same time, 
several public opinion polls confirm that the drop in popularity of the 
governing parties can be explained by their handling of the refugee and 
migration crises as taboo issues, and by the declining sense of safety in 
the population. 

The chancellor’s statements about Europe not allowing itself to be 
intimidated, which followed consecutive terrorist attacks perpetrated by 
Islamist extremists, certainly did not seem credible to the German voters. 
This conclusion is supported by the representative surveys published 
after the elections by the German public opinion pollster Infratest dimap. 
The public opinion poll on Merkel’s refugee policy clearly shows that 
it was the improper handling of the problem by CDU/CSU that caused 
the parties to fall to their historic low; 55 percent of respondents were 
not satisfied with how the chancellor was handling the problem of 
immigration. This fact is further supported by Századvég Foundation’s 
EU-wide public opinion poll, Project 28, conducted between 10 April and 
31 May 2017. According to the survey, 57 percent of Germans consider 
the problem of the flow of illegal immigrants ‘very worrying’, while 28 
percent consider it ‘rather worrying’.

The series of terrorist attacks committed by Islamists in recent years 
shows that illegal immigration and terrorism are closely linked. The 
Project 28 survey clearly illustrates that, within the European Union, 
German citizens in particular consider it likely that a terrorist attack 
resembling those in Paris, Brussels or Berlin will happen in their country.

Several public opinion polls 
confirm that the drop in the 
popularity of the CDU/CSU 
alliance can be explained by 
their handling of the refugee and 
migration crises as taboo issues, 
and by the declining sense of 
safety in the population.
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HOW SERIOUS A PROBLEM DO YOU BELIEVE IT IS THAT ILLEGAL 
IMMIGRANTS ARE COMING INTO YOUR COUNTRY? 1

Source: Századvég Foundation, Project 28 survey
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HOW LIKELY DO YOU EXPECT THAT A TERRORIST ATTACK LIKE  
WHAT HAPPENED IN PARIS, IN BRUSSELS OR IN BERLIN COULD  
HAPPEN IN YOUR COUNTRY?

2
Source: Századvég Foundation, Project 28 survey
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The Infratest dimap survey mentioned above shows that 980,000 of 
CDU/CSU’s previous voter base and 470,000 of earlier Social Democrat 
voters voted for AfD this year. Additionally, of those that stayed home 
during the 2013 elections, some 1.2 million chose AfD. With respect to 
AfD’s voter base, it is important to highlight that the party is the most 
popular in the five Eastern states that joined the republic after the fall 
of the Berlin Wall. Among these states, Saxony stands out, where the 
party finished in first place with 27 percent of the vote. The Minister 
Presidents of that state and of Saxony-Anhalt stated not long after the 
elections that the direction of CDU must be changed in response to the 
strengthening of AfD.

ANGELA MERKEL IS IN A DIFFICULT SITUATION

The assembly of the next German government is still an open question. 
One reason is that the SPD is reportedly unwilling to enter into a 
coalition with the chancellor, but this refusal is still far from certain. 
Furthermore, an unfavorable situation has arisen for the chancellor 
whereby the cumulative performance of the FDP and CDU/CSU is not 
sufficient for the formation of a coalition. If the Social Democrats really 
do not take advantage of the opportunity for a coalition, the CDU/CSU 
alliance will have to enter into a coalition with the Greens and the FDP 
in order to avoid formation of a minority government. Those two small 
parties are not shying away from coalition negotiations, but they are 
attaching conditions to them. In the case of the Greens, these primarily 
involve climate protection, security policy and differences with the CSU 
concerning agricultural issues, while for the FDP they concern the refugee 
question and the creation of a two-speed Europe. It should be added 
that the Greens support the reunification of refugee families, which is 
contrary to the positions of the FDP and CSU. What is more, the CSU 
would initiate an annual quota on how many refugees Germany could 
accept. This could cause conflicts similar to earlier issues between the 
CSU and CDU that might make negotiations more difficult. Because of 
the 2018 state elections in Bavaria, it will be of particular importance 
for the CSU that favorable agreements are reached during the course of 
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Is the German party system in crisis?

negotiations. Given that a campaign is already underway in Germany due 
to the 15 October state elections in Lower Saxony, the future composition 
of the federal government is unlikely to be decided soon. 

THE STABILITY OF GERMANY IS OF PRIMARY  
INTEREST FOR HUNGARY

Angela Merkel’s victory is the most favorable possible result from 
Hungary’s perspective given that her party, like Fidesz, is a member of 
the European People’s Party and is the greatest guarantee for political 
and economic stability. Germany is one of Hungary’s most significant 
economic and political allies, which is why a stable German government 
is of primary interest for Hungary. Hungarian and German economic 
policies resemble one another in many ways: both countries are in the 
vanguard of prudent fiscal management, and Hungary, unlike many 
Mediterranean countries, has made many sacrifices since 2010 to put 
its finances in order. Yet, the question of the handling of the migration 
crisis has led to tensions between the two countries. A drawn-out debate 
over the quota-based distribution of migrants can be expected. The 
Hungarian government’s position is that this solution is unrealistic and 
dangerous, and also harms the country’s sovereignty. Instead, efforts 
must be made to defend the EU’s external borders and solve problems 
locally, where they occur. Hungary made a significant contribution to 
stemming the flow of migrants and protecting the population of the 
European Union by building a fence on its southern border.

Angela Merkel’s victory is the 
most favorable possible result 
from Hungary’s perspective 
given that her party, like Fidesz, 
is a member of the European 
People’s Party and is the greatest 
guarantee for political and 
economic stability.
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FOREIGN POLICY

WHO WILL STOP KIEV?

ZSÓFIA AGÁRDY 
INTERNATIONAL ANALYST

Ukraine has recently enacted a new piece of education legislation which 
will not only make it impossible for Hungarian minorities to receive 
schooling in their native language, but will also badly affect the economic, 
cultural and religious development of the whole region. How is it possible 
in the 21st century that an EU-candidate country could contradict basic 
European principles with the consent of the European Union?

As a consequence of the Treaty of Trianon which concluded World War I. 
a significant part of the Hungarian population lives outside the territory 
of Hungary, putting them at the mercy of the political will and good 
intentions of other nations. Therefore, in the fight for the legitimate 
rights of ethnic Hungarian minorities, the international organizations 
and agreements which aim to protect minority rights are of great 
importance to Hungary. Respecting the rights of persons belonging to 
minority communities is not only one of the European Union’s declared 
values, but it is also in the national interest of Hungarians. Since 2011, the 
Hungarian Fundamental Law has stipulated that protecting the rights of 
the ethnic Hungarian communities living outside the territory of Hungary 
is the duty of the State.

In the beginning of the 1990s, after the collapse of communist rule and 
the end of national oppression, Hungarians believed that a new era was 
coming to our continent in which people could preserve their national 
identities and freely speak in their mother tongues and cultivate their 
own cultures. Unfortunately, our hopes proved to be illusions since, after 
our accession to the European Union, many decisions were adopted 
against Hungarian ethnic minorities living in neighboring countries; for 
example, Romanian intentions to close down a school in Marosvásárhely 
which is attended mainly by Hungarian students.

The new amendment to the Ukrainian Education Act, signed by Ukrainian 
President Petro Poroshenko, is a brutal assimilation effort against the 
150,000 Transcarpathian Hungarians which is unprecedented since the 
regime change of the early ‘90s. According to the new law, following 
a three year transition period, education in minority languages will 
be restricted to kindergartens and primary schools while secondary 

Ukraine has recently enacted 
a new piece of education 
legislation which will not only 
make it impossible for Hungarian 
minorities to receive schooling 
in their native language, but 
will also badly affect the 
economic, cultural and religious 
development of the whole 
region. 
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school and higher education courses will be held solely in the Ukrainian 
language. Although the amendment aims to serve the nation-building 
attempts of the multi-ethnic Ukraine, and is undoubtedly directed against 
the country’s Russian community, the new education law is a “stab in 
Hungary’s back”, as Hungary’s Minister of Foreign Affairs and Trade Péter 
Szijjártó put it so well Since the creation of the independent Ukraine 
in 1991, Hungary has always been among the few supporters of the 
Ukrainian nation state. We were among the first countries to legally 
recognize the independence of Ukraine, and soon thereafter a Ukrainian-
Hungarian basic bilateral treaty was signed to improve relations between 
the neighboring countries.

The adoption of the new education law deeply hurt Hungary, as it stood 
by Ukraine in a very difficult period after the Russian invasion of Eastern 
Ukraine and also provided significant assistance in various ways including 
medical treatment of wounded soldiers, holiday camps for 2,600 war-
affected children, hundreds of full state scholarships for university 
students, and the donation of HUF 600 million (EUR 1.95 million) in 
humanitarian aid consisting of medicines, vaccinations and food. In 
addition, the Hungarian state is providing a USD 50 million stimulus 
package for Ukrainian economic operators in the period 2016-18, as well 
as a EUR 50 million tied aid credit line for infrastructure development 
in Ukraine. On the diplomatic level, Hungary was the loudest advocate 
for granting Ukraine visa-free status, and among the first EU members 
to ratify Ukraine’s Association Agreement. By supplying gas through 
a reserve pipeline to Ukraine, Hungary contributed immensely to 
decreasing Ukraine’s energy dependence on Russia. Although Hungary is 
often presented and demonized in the Western media as Russia’s friend, 
it has always voted to maintain the European Union’s sanctions against 
Russia in spite of its economic interests, and fully supported preserving 
the territorial integrity of Ukraine.

As the education law is clearly in violation of Ukraine’s international 
commitments, specifically Article 8 of the European Charter for Regional 
or Minority Languages and Article 13 and 14 of the Framework Convention 
for the Protection of National Minorities, the Hungarian government 
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stated that it would raise the subject and challenge it in every European 
forum, as well as at the UN and the OSCE. Hungary is not alone in 
this fight: along with the foreign ministers of Romania, Bulgaria and 
Greece, Hungary sent out a joint letter to prominent persons expressing 
deep concern regarding the education law. Previously, 37 MEPs from 
Bulgaria, Poland, Slovakia and Hungary signed an open letter addressed 
to the president of Ukraine urging him to scrap the new law. Romanian 
President Klaus Iohannis cancelled a planned visit to Ukraine in October 
in protest of the law. However, despite the wave of international protest, 
the European Union has remained silent about this unprecedented level 
of legal regression.

The right to receive an education in one’s mother tongue is a civil right 
and a European value, and its violation is outrageous for a country 
which is striving for closer ties with the EU and wishes to become an EU 
member state. Two other bills currently before Kiev’s Parliament are also 
alarming: a citizenship bill that would seriously sanction dual nationality, 
and a language bill which would restrict the use of minority languages in 
everyday life. Hungarians feel deeply disappointed about these actions by 
the Ukrainian government, and the Hungarian government will continue 
to reject the adopted law and fight for the withdrawal of the language 
and citizenship bills until Ukraine restores the rule of law and returns to 
the democratic European path.
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LÁSZLÓ GYÖRGY PHD 
CHIEF ECONOMIST

ECONOMY

NEW TAX STRUCTURE  
IN HUNGARY
Policy tools for increasing wage share

Though standard economic theory holds that wage share (or labor share 
as a ratio of GDP) remains constant, this assumption has been refuted in 
recent decades. The growing disparity between productivity and wages 
and wage share – which in neoliberal logic was essentially constant – is a 
global problem, with wage share as a proportion of overall income falling 
by 6-7% in the USA since the 1970s. The example of the United States 
is far from unique: in the majority of countries around the world, wage 
share has fallen in the last three decades. Between 1985 and 2014, 15 
countries measured in the European Union saw a similar 6-7% fall in wage 
share, while a 3-4% fall was also observed on a global level. Hungarian 
workers have seen one of the biggest losses in terms of wage share since 
1970. Between 1970 and 2010, the net wage share in Hungary fell from 
53% to 22%. Though there has been an increase in wage share in recent 
years in Hungary, between 1995 and 2015 the wage share of the Visegrád 
countries as a whole showed a negative trend: with a 3.5% drop, the 
2015 average wage share of 46% was 10 percentage points lower than 
the EU and Eurozone average (Table 1).

WAGE SHARE (1960-2018) (%) 1
Source: Ameco (ALCD0), forecast for 2018

Data for the Visegrád Countries is available in the database dating from the 1990s
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Hungarian workers have seen 
one of the biggest losses in 
terms of wage share since 1970. 
Between 1970 and 2010, the net 
wage share in Hungary fell from 
53% to 22%.
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ECONOMY
NEW TAX STRUCTURE  
IN HUNGARY
Policy tools for increasing wage share

This is why not only Central European but also Western economists are 
increasingly asking themselves why labor’s share of national income 
is lower than in the past and why it is lower in our region than further 
west. The fall in wage share began in the 1980s, and most analysis has 
emphasized the role played by the globalization of finance and trade, with 
the noticeable resurgence of globalization observed in recent decades 
bolstering the market power of capital owners. Through their growing 
dominance of the financial economy, powerful economic interests have 
forced reductions in their tax burdens alongside cuts to the workplace 
institutions intended to safeguard the interests of workers, while at the 
same time multinational companies are easily able to avoid their tax 
liabilities by making use of the tax avoidance industry.

NET WAGE SHARE IN HUNGARY (%) 2
Source: Own calculations based on the Hungarian Central Statistical Office (‘KSH’) and Eurostat statistics

Note: The definition of net wage share shown: monthly real GDP per capita and the monthly net real wage per capita 
at 2010 prices. The adjusted version also takes into account the effect of family tax credits.
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All of this was especially true of Hungary. With the loss of domestic 
ownership through privatization toward foreign investors, paying four 
to five times as much interest on public debt as a proportion of GDP in 
comparison to other countries in the region, and the disappearance of 
30% of jobs, workers in the Hungarian economy had to carry a heavier 
burden than the workers of neighboring countries. With its large reserves 
of labor, the necessity to attract and retain jobs forced down the cost of 
labor, i.e. the wage share, as a proportion of GDP.

After 2010, Hungarian economic policy recognized this global problem. 
Hungary has begun gradually moving toward a more balanced labor 
and capital share: the net wage share (the net share of wages of total 
produced income) grew by 6.15 percentage points between 2010 and 
2016, successfully reversing a trend which had remained consistent for 
several decades (Table 2).

But what were the tools used to redistribute this income? From 2010 
onwards, special taxes and active job market policies, and then increasing 
minimum wages have forced the wage share to rise. These special taxes 
were allocated by imposing burdens on financial transactions, the sale 
of tobacco products, the telecommunications sector, advertising, retail, 
utilities and insurance. Because of the tax-optimization techniques of 
global companies, the Hungarian government taxed these companies not 
on profits but on the basis of sector-dependent revenue (e.g. for retail 
chains), total assets (banks), expansion of infrastructure (utility services).

For the Hungarian economic policy, the reversal of the downward 
trend was made possible through the reallocation of revenues from 
capital income to wage income. Special taxes imposed on oligopolies 
and monopolies and companies that have made large gains in previous 
decades, as well as the savings made on the interest payments of public 
debt, have enabled the creation of public employment programs, an 
increase in family tax credits and a 15% flat rate personal income tax. In 
total, the government has been able to use HUF one trillion annually to 
strengthen the middle class, equivalent to 2.8% of GDP in 2016 (Table 3).

ECONOMY
NEW TAX STRUCTURE  
IN HUNGARY
Policy tools for increasing wage share

After 2010, Hungary has begun 
gradually moving toward a 
more balanced labor and capital 
share: the net wage share (the 
net share of wages of total 
produced income) grew by 6.15 
percentage points between 2010 
and 2016.
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ADDITIONAL INCOME TO MIDDLE CLASS FAMILIES IN HUNGARY  
(UPPER) AND THE FINANCIAL SOURCES FOR THIS (LOWER)  
AS A PERCENTAGE OF GDP

3
Source: Own calculations based on budgetary data
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Between 2010 and 2016, 12% economic growth in real terms has meant 
a net 23% increase in wages in real terms with family tax allowances 
accounted for, while the minimum wage has risen 26% in real terms 
with family tax credits not taken into account. As a consequence of this 
paradigm change in economic policy strategy in Hungary, 2018 will be 
the first year since the fall of Socialism that the Hungarian minimum 
wage has reached the minimum subsistence level.

Contrary to some popular misconceptions, the income redistribution did 
not mean reallocation from the poorest 80% of employees to the richest 
20% of the population, but rather from the globally rich to the Hungarian 
middle class and families undertaking children. The flat personal income 
tax rate and family tax allowances are intended to support families with 
children or planning to have children in the future. This reallocation 
also means that those capital owners who gained financially from the 
handling of the 2008 crisis in Hungary and the period leading up to the 
crisis also carry their share of the burden, rather than workers carrying 
the can at a long-term loss to the government.

In a global economic environment where large companies are able to 
shift their profits to tax havens, the debate about a flat-rate or multi-
rate personal income tax dispute is secondary – an argument about the 
distribution of an ever smaller cake. Instead, the real question is about 
how we can recreate a balance between capital and wage share, as well 
as the tax burdens levied on capital and wages. The current situation 
not only troubles our sense of justice, it is also not favorable in the long 
term to capital owners neither. Consumers can have a catalyzing effect 
on demand in the economy, but if they do not receive a high enough 
income, they are unable to create consumer demand. In other words, 
Henry Ford’s dream cannot be realized: the line workers in the factory 
buying the cars that they produce. For most of economic history, the 
phrase ‘insufficient demand’ was considered heresy, yet today it has 
reemerged. Capital must start accepting its share of the public burden 
once more.
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NEWS

SEPTEMBER HIGHLIGHTS  
AT SZÁZADVÉG

A week prior to the federal elections in Germany, a Századvég delegation, 
consisting of Director for Foreign Affairs Dávid J. Szabó, Campaign 
Specialist Szemere Maurer and International Analyst Edina Osztrovszky, 
embarked on a four-day campaign observation trip to Bavaria, organized 
by the Budapest based Robert Schuman Institute. 

In the final days of the German election season, a Foundation delegation 
led by Chairman Zsolt Barthel-Rúzsa travelled to Berlin, where they 
attended meetings to discuss the possible European and foreign policy 
implications of the new government and gained first-hand field experience 
during the crucial end stage of the campaign.

On 23 September Chairman Zsolt Barthel-Rúzsa, Campaign Specialist 
Szemere Maurer and DFA Dávid J. Szabó attended the campaign kick-off 
event of the Austrian People’s Party (ÖVP) in Vienna, featuring a speech 
by chairman and top candidate of the party Sebastian Kurz. 

Chairman Barthel-Rúzsa and DFA Szabó attended the annual Bled Strategic 
Forum, one of the main international conferences in the Central and 
Eastern European region organized by the Government of the Republic 
of Slovenia on 4-5 September.

Chairman Barthel-Rúzsa and DFA Szabó was in Brussels on 26-28 
September, where they had meetings in the European Parliament, 
and presented the results of Századvég’s Project28 research to MEPs 
and diplomats stationed in Brussels. DFA Szabó also participated in 
the Steering Committee meeting of the European Network of Political 
Foundations.
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On 19 September, Századvég hosted a delegation from the Chinese 
Academy of Macroeconomic Research, the only national think tank 
involved in research and consultancy in the field of macroeconomic 
theory and policy-making. The sides discussed the future of Chinese-
Hungarian economic relations, with a special focus on the “One Belt, 
One Road” and the “16+1” initiatives.

In cooperation with the Hungarian National Bank, we organized the latest 
monthly briefing for the diplomatic corps stationed in Hungary on 27 
September. First, Senior Research Fellow László Vértesy presented the 
latest results of our business cycle research. Then Senior Research Fellow 
Miklós Gyorgyovich analysed the economic vision of the Hungarian 
society. Finally, Bianka Speidl, Senior Researcher of the Migration 
Research Institute, gave a presentation titled “Fear and Neglect: Middle 
Eastern Christians on the Verge of Extinction”.

As an institutional patron, Századvég Foundation was preparing for the 
CYBERSEC 2017 conference organized by Poland’s Kosciuszko Institute 
on 9-10 October. We are proud to support our Polish partners for the 
second consecutive year in their mission to raise awareness and foster 
the development of a Europe-wide cybsersecurity system.
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