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Number of Internet 

subscriptions more than 

doubled in last   2 years

only 18 % of households 

have some type of Internet 

connection

Relatively low Internet penetration but high 
growth rate

1. Main Internet trends

Numbers and Types of Internet Subscriptions in Hungary, 1999-2004 H1

0

100 000

200 000

300 000

400 000

500 000

600 000

700 000

800 000

1999 2000 2001 2002 2003 2004 H1

Other

Leased line

Cable modem

DSL

Dial up

Source: Central Statistical Office



www.ihm.hu

Dynamic broadband development

2. Broadband penetration

ADSL and cable modem subscriptions, 1999-2004 H1
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is eleven times 

higher than in

2001
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3. Broadband Coverage

Increasing broadband coverage 
but underserved rural households and SMEs

Source: National Broadband Strategy
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Broadband coverage 

is around 80 % in urban 

and suburban areas, 

but under 30 % in rural 

territories
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4. Broadband SWOT

S W O T  A n a ly s i s  
S tr e n g th s   W e a k n e s s e s   
•  d y n a m ic  b r o a d b a n d  m a r k e t   
•  w id e  ra n g e  o f  b ro a d b a n d  te c h n o lo g i e s  

a v a i la b le ,   
•  m a jo r  in v e s tm e n ts ,  f i e r c e  c o m p e t i t io n  o n  

th e  d a ta  t r a n s m is s io n  m a rk e t ,   
•  h ig h  C A T V  p e n e t ra t io n ,   
•  h ig h  m o b ile  p e n e t r a t io n ,   
•  c a p a c i t y  s u rp lu s  in  b a c k b o n e  n e tw o rk  
 

•  h o m e  In te rn e t  u s e  a n d  p e n e t ra t io n  lo w  in  
in te rn a t io n a l  c o m p a r i s o n ,   

•  l a c k  o f  in te re s t  in  th e  In te r n e t ,  n e g a t iv e  
a t t i tu d e ,  d ig i ta l  i l l i t e r a c y  a l l  h in d e r  
d e v e lo p m e n t ,   

•  e x p e n s iv e  b r o a d b a n d  m o n th ly  f e e s  
( c o m p a r e d  in te r n a t io n a ly  a n d  to  in c o m e  
le v e ls ) ,  

•  p r o b le m s  w i th  c a p a c i t y  o f  d i s t r ib u t io n  
a n d  la s t  m i le  n e tw o rk s  

•  h ig h  p ro p o r t io n  o f  p o p u la t io n  l iv in g  in  
r u ra l  a r e a s ,   

•  s c a rc e  b ro a d b a n d  c o n te n t  s u p p ly  ( s lo w  
d e v e lo p m e n t  o f  e - g o v e rn m e n t  
a p p l ic a t io n s )  

T h r e a ts   O p p o r tu n i t ie s   
•  C o n s ta n t l y  lo w  In te r n e t  p e n e t ra t io n  a n d  

u s a g e ,  g r a d u a l l y  s a tu r a t in g  r e s id e n t ia l  
b ro a d b a n d  m a r k e t ,   

•  d e c re a s in g  w i l l i n g n e s s  o f  s e r v ic e  p r o v id e r s  to  
m a k e  in v e s tm e n t s  a n d  c a r ry  o u t  d e p lo y m e n ts ,   

•  c o n t in u in g  r e g io n a l  d i f f e r e n c e s ,  w id e n in g  
d ig i ta l  g a p ,   

•  in c r e a s in g  b a c k w a rd n e s s  c o m p a re d  to  
o th e r  E U  m e m b e r  s t a te s   

 
 

•  a s  a  r e s u l t  o f  “ n e tw o r k  e f f e c t” ,  c u r r e n t  
d y n a m is m  o n  th e  In te rn e t  m a rk e t   f u r th e r  
a c c e le r a t e s ,   

•  H u n g a r y  c a n  c a p i ta l i s e  o n  th e  
“ a d v a n ta g e s  o f  l a te c o m e r s ” :  th e  p e r io d  o f  
d ia l -u p  d o m in a n c e  w il l  s h o r te n  
s ig n i f ic a n t l y ,   

•  a s  a  r e s u l t  o f  m a rk e t  d y n a m is m , th e  
n e tw o rk  e f fe c t  a n d  a c t iv e  
c o m m u n ic a t io n s  th e  “ a p a th y ”  to w a rd s  th e  
In te r n e t  w i l l  d i s a p p e a r ,   

•  im p ro v in g  l i f e  s ta n d a rd s ,  s t r e n g th e n in g  
s o c ia l  c o h e s io n ,  in c re a s in g  
c o m p e t i t iv e n e s s ,   

•  In c re a s in g  p e n e t r a t io n  s t im u la te  
b r o a d b a n d  c o n te n t  d e v e lo p m e n t  
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5. Targeted Internet market 
scenario

Initial phase  Extensive phase  Intensive phase  
EUROPEAN UNION  
Until 1999 2000-2001 From 2002 
Relatively low Internet 
penetration (below 15-20 
percent), moderate growth. 
Market is dominated by 
modem and ISDN accesses. 

As a result of the network 
effect, Internet penetration 
accelerates for a period of 
1.5-2 years. In certain 
countries, Internet penetration 
increases to two-four times its 
initial level, to 35-64 percent. 
Demand for broadband 
connections increases. 

Compared to the year 2001, 
Internet penetration significantly 
slows down. Proportion of 
broadband accesses gradually 
increases. 

HUNGARY  
Until 2003 2004-2006 From 2006 
In international comparison, 
Internet penetration is low 
(10-15 percent) but growth 
accelerates. Starting from a 
low base, the number of 
broadband access 
connections increases fast.   

As a result of the network 
effect, the number of Internet 
subscriptions grows 
significantly, up to over 30 
percent (optimum). Owing to 
the delay in development, at 
least every third subscriber 
may have a broadband 
connection even during the 
acceleration phase.  

Growth of Internet penetration 
continues but slows down, 
proportion of broadband 
subscriptions further increases.  

 

Accelerating growth of Internet penetration 

with high broadband proportion
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6. Expected increase of 
broadband coverage

Rapidly increasing coverage but half of rural areas 

would be without broadband access even in 2006
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Expected changes in broadband residential coverage until 2006
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7. Means and fields of 
broadband strategy

Identifying and eliminating constrains of broadband 
development

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

 

ACCESS 
 
- accessible 
network 
infrastructure 
 
- affordable end-
user equipment 
 
- affordable 
broadband 
Internet service 

MOTIVATION 
 
- consciousness-
raising about the 
advantages and 
positive effects 
of broadband 
electronic 
communication 

CONTENT 
 
- attractive 
content offering 
(e-
administration,  
e-healthcare,  
e-environment, 
National Digital 
Archives,  
e-business, other 
attractive state 
and market 
based content 
development) 

SECURITY 
 
Create security 
conditions for 
broadband 
transactions  
(copyright 
protection, data 
protection, anti-
virus protection, 
electronic 
signatures, 
protection of 
minors, spam-
filtering, etc.) 
 

EDUCATION 
 
- obtaining the 
digital literacy 
required to use 
information 
and 
communication 
equipment 
- support 
education of 
info-
communication 
experts 

MARKET 
MECHANISMS 

REGULATION 
(Electronic Comm. 
Act and other 
items of 
legislation) 

FISCAL, PUBLIC 
POLICY MEANS 

(orientation, 
coordination, setting 
examples, funding) 

 

HORIZONTAL PRIORITIES (INNOVATION, EQUAL OPPORTUNITIES) 
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8. Broadband strategy
commitments

Broadband coverage for the residential and business sectors  
• make affordable broadband services available to over 80 percent of the country’s 

population by the year 2006  
• make affordable broadband services available to over 90 percent of SMEs by the year 

2006  
Broadband community access points in each municipality  

• finalise the conditions of operation, the base infrastructure and the operating 
organisation required for the use of community access points (eHungary points) in 2004  

• 2004 broadband eHungary points by 1 May 2004  
• 4000 broadband eHungary points by the end of 2006  

Broadband access in the public sector  
• survey the broadband coverage and service needs of Hungary’s public institutions: by 

the end of 2004 the country’s small regions and towns will have been surveyed and 
categorised. In the course of this exercise we will identify the institutions where state 
resources and support are needed to create a state-of-the-art broadband infrastructure. 

• commissioning of 7300 new endpoints in public institutions by the end of Q3 of 2005. 
• by the end of 2006, all elementary and secondary schools will have broadband 

connections. 
• at least 50 percent of municipality local governments will have broadband connections 

by 2006  
• further dynamic broadband network deployment will be implemented in institutes of 

higher education and research in 2004-2006.  
 

Focus on residential coverage, PIAP, and public sector connections



www.ihm.hu

9. Regulation to foster 
broadband access

New communication act came into force in 2004

Main goals of the Electronic
Communications Act

• Intensify competition between
technologies and service providers
•Create transparency on the telecom and
Internet markets
•Offer real choice to customers
•Protect consumers against service 
providers
•Establish harmony with EU principles
and expectations
•Accelerate Internet spreading
•Establish the National Communications
Authority

Besides improving the general 
conditions of market competition, a key 
achievement of the Electronic 
Communications Act in broadband 
developments is that – in  accordance 
with EU Directive no. 2002/19/EC 
(“Access Directive”) – it orders the 
cost-based unbundling of local loops 
(twisted subscriber pairs). 
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10.Tax allowances to increase
broadband coverage and penetration

Tax concession for broadband infrastructure development
The construction of broadband infrastructures is supported by granting a 50 

percent profit tax concession (Article 22/B of the Company and Dividend Tax Act; 

Act 81 of 1996). 

Tax refund for end user equipment
Maximum HUF 60 thousand (EUR 240) income tax refunds is available to people

in the lower income bands purchasing information and communication equipment.

Employee PC Program
Employer-to-employee equipment and Internet service transfers are supported as

follows: 

• Businesses may write off the costs of purchased, rented or leased IT equipment in two 
years after 2003;

• Employers have to pay neither personal income tax nor social security contributions after 
the costs of computers and Internet access provided for employees in their homes and may transfer 
ownership of PCs after two years to employees without paying any tax or contribution;

• The costs of computers and Internet access provided for employees for home use can be 
written off in one amount

Supported broadband infrastructure
development and end user equipment
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11. Demand aggregation for
broadband

The “Közháló” (“Public Net”) program

The “Közháló” (“Public Net”) program, 
launched for considerations related to demand 
aggregation and being a priority program in the 
broadband infrastructure development. The 
program gives preference to the connection of 
endpoints of the following types:

“Sulinet” endpoints: schools, student hostels, 
institutes of vocational education;

tender winners (local governments, community 
access)

eHungary points (installation of at least one 
public community access point in small towns 
and villages, offering the same portfolio of basic 
services, with development possibilities);

culture houses, hospitals.

“Közháló” endpoints planned to be installed in 2004-2006 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Ministry of IT and Communications  
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12. First support program for broadband
development

Support of the installation of the broadband infrastructure and the launch of services in 

Hungarian towns with less business attraction” (program code: “IHM-HHÁT-2-2003”)

Providing a fund of HUF 900 
million, granting financial resources to 
over 30 bidders in support of the 
implementation of broadband 
infrastructures representing a combined 
value of over HUF 2 billion in more than 
400 towns.

Distribution of winners of HHÁT-2 Broadband infrastrucutre development call by technology 

 number of project proposals funds provided (HUF) 

ADSL 4 265 253 000 

CTV 15 265 542 000 

WIFI 16 369 248 000 

Total 35 900 043 000 
 



www.ihm.hu

Priority 4.4 of the Economic Competitiveness Operational Programme (GVOP) , 
funded from EU Structural Funds and the Hungarian state budget, devotes HUF 
10.48 billion to supporting broadband infrastructure development in poorly 
developed regions. 

4.4.1  component of the program is a „Support of Construction of Broadband 
Networks by Small and Medium Size Enterprises in Poorly Developed Regions”. 
Projects are to increase broadband Internet penetration in small towns and 
villages (i.e. those with a population of less than 15,000), currently being poorly 
covered with broadband infrastructures and less attractive to businesses. 

4.4.2 component of the program is to be launched in 2005 and will offer financial 
assistance to municipalities (i.e. the beneficiaries would be local governments) of 
rural and remote areas with lacking broadband infrastructure

13. EU co-financing in broadband
infrastructure development

HUF 10.48 billion (EUR 42 million) for investments in  
broadband infrastructure projects in rural and remote areas
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Sere Péter

peter.sere@ihm.gov.hu

Thank You for your attention.


