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HUNGARY

BACKGROUND: Once part of the Austro–Hungarian Empire, Hungary fell under Communist rule following 
World War II and became fully independent in 1990 with the collapse of the Soviet Union. Hungary has 
been a member of NATO since 1999 and a member of the EU since 2004. In the 2014 parliamentary elec-
tion, the center-right Fidesz-Hungarian Civic Alliance won the majority of seats, and Prime Minister Viktor 
Orbán, in office since 2010, was able to form a new government. Economic growth is supported both by 
exports and by domestic demand. Hungary’s construction industry is thriving, and unemployment is low. 
The Orbán government has taken a more nationalist and populist approach to economic management that 
sets Hungary somewhat apart from its neighbors.

H ungary’s economic freedom score is 66.7, making its economy the 
55th freest in the 2018 Index. Its overall score has increased by 0.9 

point, with improvements in judicial effectiveness, investment freedom, 
and labor freedom outpacing lower scores for the government integrity, 
property rights, and business freedom indicators. Hungary is ranked 
26th among 44 countries in the Europe region, and its overall score is 
below the regional average and above the world average.

Hungary made important reforms to transition from a centrally planned 
to a market-driven economy, but the government has become more 
interventionist in recent years. Principal policy objectives include sus-
taining economic growth and holding down utility prices while manag-
ing the budget deficit and public debt to avoid renewed European Union 
sanctions. The government has indicated that it plans to use sectoral 
taxes and an increased role for the state to pursue these goals.

NOTABLE SUCCESSES:
Monetary Stability and 

Open Markets

CONCERNS:
Government Spending and Rule 

of Law

OVERALL SCORE CHANGE 
SINCE 2014:

–0.3

POPULATION: 
9.8 million

GDP (PPP): 
$270.3 billion
2.0% growth in 2016
5-year compound 
annual growth 1.9%
$27,482 per capita

UNEMPLOYMENT: 
5.2%

INFLATION (CPI): 
0.4%

FDI INFLOW: 
–$5,313.6 million

PUBLIC DEBT: 
74.2% of GDP
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70.080.086.991.668.761.8

82.429.478.636.457.157.6

(No change)(+5.0)(–0.1)(–0.1)(+4.3)(–2.2)

(+3.1)(+4.1)(–0.7)(–5.1)(+5.3)(–2.5)

Hungary maintains a reliable land registry, and 
secured interests in property, both moveable and 
real, are recognized and enforced. Judicial inde-
pendence remains under threat. Cronyism and 
corruption are serious concerns, as illustrated by 
the difficulties experienced by business owners who 
have fallen out of favor with the government and 
the failure to investigate corruption by high-level 
government officials.

The personal income tax rate is a flat 15 percent. 
The top corporate tax rate is 19 percent. The overall 
tax burden equals 39.4 percent of total domestic 
income. Over the past three years, government 
spending has amounted to 48.5 percent of total 
output (GDP), and budget deficits have averaged 
2.0 percent of GDP. Public debt is equivalent to 74.2 
percent of GDP.

The government favors national and govern-
ment-linked companies in certain industries. Some 
sectors face shortages of skilled employees. Inflex-
ible labor regulations make adjustments difficult. 
The market sets most prices, but the government 
administers prices on tobacco and pharmaceuticals, 
surcharges in the state-run mobile payment system, 
and fees related to district heating systems, tele-
communications, and electric companies.

Trade is extremely important to Hungary’s economy; 
the combined value of exports and imports equals 
175 percent of GDP. The average applied tariff rate 
is 1.6 percent. Nontariff barriers impede some trade. 
In general, government policies do not significantly 
interfere with foreign investment. The growing 
financial sector is open to competition, but banks 
have been negatively affected by special taxes and 
other regulatory changes in recent years.
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