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  How Do We Measure Economic Freedom? 
See page 475 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2013 data unless otherwise noted.
Data compiled as of September 2014.

Quick Facts
Population: 9.9 million
GDP (PPP): $198.2 billion
1.1% growth in 2013
5-year compound annual growth –1.0%
$20,065 per capita
Unemployment: 10.5%
Inflation (CPI): 1.7%
FDI Inflow: $3.1 billion
Public Debt: 79.2% of GDP
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Hungary’s economic freedom score is 66.8, making its econ-
omy the 54th freest in the 2015 Index. Its score is down 

by 0.2 point from last year, with declines in property rights, 
business freedom, fiscal freedom, and the control of public 
spending outweighing improvements in monetary freedom, 
labor freedom, and freedom from corruption. Hungary is 
ranked 25th out of 43 countries in the Europe region, and its 
overall score is above the world average but below the region-
al average.

Hungary’s economic freedom peaked in 2013, and declines in 
the past two years, particularly in property rights and busi-
ness freedom, have raised questions about the momentum for 
further reform.

Hungary’s longer-term economic transition to an open mar-
ket economy has been highlighted by improvements in the 
trade and investment regimes. The business environment is 
relatively encouraging to entrepreneurship and risk-taking, 
and capital markets are developed and open to foreign invest-
ment. Concerns about the rule of law have been increasing 
over the past few years, and the government has been strug-
gling with a burgeoning budget and foreign currency debt.

BACKGROUND: Hungary has been a member of NATO since 
1999 and a member of the European Union since 2004. The 
April 2014 parliamentary election was held in accordance 
with a new constitution, which went into force in January 
2012. The center-right Fidesz–Hungarian Civic Alliance won 
the majority of seats, and Prime Minister Viktor Orbán, who 
has been in office since May 2010, formed a new government. 
Despite achieving broad electoral support, Orbán so far has 
achieved only limited economic success. Hungary exited from 
recession in early 2013, but with only a modest recovery. The 
low-skilled labor supply greatly exceeds demand, generating 
high unemployment. Hard currency indebtedness remains a 
key vulnerability.
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THE TEN ECONOMIC FREEDOMS

Hungary ranked low among EU members in Transparency International’s 2013 Corruption 
Perceptions Index, partly because government watchdog institutions are weak and headed by 
party loyalists. Corruption has long been rampant in public procurement and state aid; in 2014, 
it was estimated that firms routinely pay bribes of up to 20 percent of a project’s value. Recent 
reforms have undermined the independence of the judiciary.

The entrepreneurial framework is relatively transparent and efficient. Starting a business 
takes four procedures and five days on average, but licensing can be time-consuming. The labor 
market lacks flexibility, but the non-salary cost of employment is not high in comparison to 
other countries in the region. Hungary will receive nearly €2 billion in agricultural subsidies 
from the EU between 2014 and 2020.

EU members have a 1.0 percent average tariff rate. Although some non-tariff barriers exist, the 
EU is relatively open to external trade. Foreign and domestic investors are generally treated 
equally under Hungarian law. The financial sector is dominated by banks, many of which are 
foreign-owned. The banking sector remains plagued by low profitability and uncertainty. Since 
2010, commercial banks have suffered from higher taxes.

Hungary’s individual income tax rate is a flat 16 percent, and its top corporate tax rate is 19 
percent. Other taxes include a value-added tax and a property tax. Total tax revenues equal 
38.9 percent of domestic output. Government expenditures are equivalent to 49.7 percent of 
domestic income, and public debt equals 79 percent of gross domestic product.
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