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  How Do We Measure Economic Freedom? 
See page 477 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2011 data unless otherwise noted.
Data compiled as of September 2012.

Quick Facts
population: 10.0 million
gdp (ppp): $195.6 billion
1.7% growth in 2011
5-year compound annual growth –0.6%
$19,591 per capita
unemployment: 10.7%
inflation (cpi): 3.9%
fdi inflow: $4.7 billion
public debt: 80.4% OF GDP
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Hungary’s economic freedom score is 67.3, making its 
economy the 48th freest in the 2013 Index. Its score has 

increased by 0.2 point, with declines in property rights, labor 
freedom, and freedom from corruption counterbalanced by 
improvements in the control of public spending and invest-
ment freedom. Hungary is ranked 24th out of 43 countries in 
the Europe region, and its overall score is well above the world 
average.

Hungary’s economy, an open market with high-quality insti-
tutional infrastructure, benefits from a thriving private sector. 
Commercial law is well developed, with improvement needed 
only in judicial and administrative enforcement. Overall, the 
legal and regulatory frameworks sustain the rule of law and 
provide effective protection for property rights, although laws 
adopted under a new constitution in 2012 have led to a dispute 
with the European Union over judicial independence.

Despite cuts in flat income and corporate tax rates in 2011 to 
improve competitiveness, recent unpredictable and discrimi-
natory “crisis taxes” have undermined confidence in the over-
all tax regime. Short-term reforms aimed at reducing deficits 
were not structurally sound and prompted downgrades of 
sovereign debt to junk status. Responsible long-term budget 
reform is needed to address the deficit effectively and ensure 
sustainability.

backgRound: The center-right FIDESZ party won a par-
liamentary majority in April 2010, and Prime Minister Viktor 
Orbán inherited an economy burdened by heavy public and 
private-sector debt. The economy slowed in 2011 and con-
tracted 0.7 percent in the first quarter of 2012. Three major 
credit rating agencies have downgraded Hungarian debt to 
junk bond status amid doubts about the independence of 
Hungary’s central bank. The government has been seeking 
International Monetary Fund, European Union, and Euro-
pean Central Bank loans to mitigate market turmoil con-
nected with the eurozone financial crisis. Hungary joined the 
EU in 2004 but has not adopted the euro. Services account 
for almost two-thirds of the economy, but there is increased 
emphasis on improving tourism.

World Rank: 48  Regional Rank: 24
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THE TEN ECONOMIC FREEDOMS

Property rights are relatively well respected, and the threat of expropriation has been low. The 
legal framework continues to evolve, and a new constitution that took effect in January 2012 
may have eroded the independence of the judiciary. Despite efforts to eradicate corruption 
more effectively, concerns remain, particularly in the area of government procurement.

The regulatory regime generally allows dynamic and innovative business formation and oper-
ation. Launching a business takes four procedures and five days, and the minimum capital 
requirement has been reduced to less than 10 percent of the average level of annual income. 
Restrictions on work hours remain rigid, and the overall labor code lacks flexibility. Inflation 
has edged higher even as the economy has grown slowly.

Hungary maintains a common 1.6 percent average tariff with other members of the European 
Union, and the trade regime is competitive. The investment regime is relatively efficient, but 
bureaucratic red tape and deficient transparency impede the dynamic growth of investment. 
The growing financial sector is open to competition. The state has largely withdrawn from 
banking, and foreign investors participate freely in capital markets.

The income tax rate is a flat 16 percent, and the top corporate tax rate is 19 percent. Other taxes 
include a value-added tax (VAT) and a property tax. The overall tax burden equals 37.6 percent 
of total domestic income. Government spending has risen to a level equivalent to 48.4 percent 
of total domestic output. Public debt remains at about 80 percent of GDP. Borrowing costs have 
risen precipitously in light of perceived political and institutional risk.
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