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  How Do We Measure Economic Freedom? 
See page 471 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2012 data unless otherwise noted.
Data compiled as of September 2013.

Quick Facts
Population: 10.0 million
GDP (PPP): $195.6 billion
–1.7% growth in 2012
5-year compound annual growth –1.0%
$19,638 per capita
Unemployment: 11.0%
Inflation (CPI): 5.7%
FDI Inflow: $13.5 billion
Public Debt: 79.0% of GDP
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Hungary’s economic freedom score is 67.0, making its 
economy the 51st freest in the 2014 Index. Its score has 

decreased by 0.3 point, with declines in property rights, the 
control of public spending, and monetary freedom outweigh-
ing improvements in freedom from corruption and fiscal 
freedom. Hungary is ranked 24th out of 43 countries in the 
Europe region, and its overall score is well above the world 
average and about the regional average.

Over the 20-year history of the Index, Hungary has advanced 
its economic freedom score by nearly 12 points. The overall 
score improvement has been broad-based, driven by advance-
ments in six of the 10 economic freedoms including double-
digit growth in scores for trade freedom, financial freedom, 
monetary freedom, fiscal freedom, and the management of 
public spending. For the past 15 years, Hungary has achieved 
the status of a “moderately free” economy.

The rule of law and consistent protection of private property 
have contributed to Hungary’s long-term competitiveness 
and growth. Steps have been taken to improve fiscal transpar-
ency, but further fiscal consolidation and better management 
of public finance remain critical to ensuring Hungary’s suc-
cessful transition to a freer market economy.

BACKGROUND: The center-right FIDESZ party won a two-
thirds parliamentary majority in April 2010 but got into 
trouble with the European Union and the Council of Europe 
because of government overcentralization, failure to address 
human rights problems, and racist rhetoric by the extreme 
nationalist Jobbik party. Prime Minister Viktor Orbán inher-
ited significant public and private-sector debt. Despite elec-
toral support, Orbán so far has achieved only limited success. 
He rejected a €15 billion International Monetary Fund bail-
out plan, avoiding an IMF austerity program, but has yet to 
address the debt problem. Growth remains anemic, and three 
major credit rating agencies have downgraded Hungarian 
debt to junk bond status amid doubts about the independence 
of Hungary’s central bank.
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THE TEN ECONOMIC FREEDOMS

Rampant collusion has been reported between the public sector and privileged private busi-
nesses. In December 2012, the constitution was amended to bar foreigners and non-farmer 
Hungarian citizens from buying farmland. The independence of the judiciary has come under 
scrutiny following the adoption of a reform package granting extensive judicial administrative 
powers to an agency whose leadership is elected by parliament.

Launching a business takes four procedures and five days, and the minimum capital required 
has been reduced to less than 10 percent of the level of average annual income. Restrictions on 
work hours remain rigid, and the overall labor code lacks flexibility. The state has reinserted 
itself into what had been one of the few fully privatized natural-gas industry sectors in Europe.

EU members have a low 1.1 percent average tariff rate and, in general, few non-tariff barriers 
to trade. In 2012, the government amended the constitution to prohibit people from selling 
their agricultural land to foreigners. The growing financial sector is open to competition, and 
the state has largely withdrawn from banking. Capital markets are relatively developed, and 
foreign investors participate freely.

The individual 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 is equal 
to 35.7 percent of gross domestic income. Government spending is 49.4 percent of gross domes-
tic income. The EU has excused Hungary from budget monitoring despite limited progress in 
controlling spending. Public debt is now about 80 percent of GDP.
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