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SUMMARY

An important step is ensuring that regulations do not necessarily reduce market openness is to build the
“efficient regulation” principles into the domestic regulatory process for social and economic regulations,
as well as for administrative practices. “Market openness” here refers to the ability of foreign suppliers to
complete in a national market without encountering discriminatory or excessively burden-some or
restrictive conditions. These principles, which have been described in the 1997 OECD Report on
Regulatory Reform and developed further in the Trade Committee, are:

•  transparency and openness of decision making;

•  non-discrimination;

•  avoidance of unnecessary trade restrictiveness;

•  use of internationally harmonised measures;

•  recognition of equivalence of other countries’ regulatory measures;

•  application of competition principles.

They have been identified by trade policy makers as key to market-oriented, trade and investment friendly
regulation. They reflect the basic principles underpinning the multilateral trading system, concerning
which many countries have undertaken certain obligations in the WTO and other contexts. The intention in
the OECD Country Reviews of Regulatory Reform is not to judge the extent to which any country may
have undertaken and lived up to international commitments relating directly or indirectly to these
principles but rather to assess whether and how domestic instruments, producers and practices give effect
to the principles and successfully contribute to market openness and competition. When we are talking
about these instruments, then we have to think over the possibilities laying in the independent sectoral
regulators, because these institutions can be the basic elements or guarantees of the identified principles.

In Hungary, we are trying to follow the way given by the OECD’s Regulatory Reviews’ recommendations.
In this way we built up several sectoral regulatory institutions with a relative independence from the
different powers. As you will see, the Hungarian Competition Office and all the other sectoral regulators
are functioning with national competence and their independence from political changes is assured by a
doubled appointing system, where the nomination and the appointment are separated.

After 10 years of determined reform, Hungary has largely completed an historic social, political and
economic transition. By end–1999, the transitional challenges of building up basic legal and policy
frameworks consistent with market democracy had been largely met. An indicator of the change is that, by
the end of 1998, the private sector generated 85% of GDP (one of the highest shares in the OECD),
compared to 16% in 1989. Convergence within the EU and achievement of OECD best practices still
represent daunting tasks. However, in most respects, Hungary has entered the mainstream of OECD
countries with respect to the challenges it faces in establishing quality regulatory regimes supporting good
government and long-term economic growth.

Together, structural and governance reforms and macroeconomic stabilisation have generated significant
economic benefits. Since 1996, economic growth has been rapid, unemployment has fallen steadily,
exports have boomed and shifted into higher value-added sectors. Due to increased supply-side flexibility,
rapid growth has, to date, not engendered a substantial loss of competitiveness.
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Now, after this everywhere heard opening part, let me talk about the real task or - I can say rather -
challenge of mine: the Hungarian experiences in the field of sectoral regulators.

The competition policy was part of a larger context of pro-market decisions in privatisation, industrial
policy, and market openness that contributed to a consistent policy environment for competition.
Hungary’s law now closely follows that of the EU, the competition authority has also stressed consumer
protection to build market confidence. Horizontal restraints are receiving increasing attention, as are
mergers. Hungary ranks high among OECD countries in its approach to vertical agreements, and abuse of
dominance. These are our results in this field, but we know that there are a lot more to do, because we have
some lag in opening up monopolised sectors to competition and turning enforcement attention to horizontal
issues.

We all know about the lack of the mentioned reforms and the Hungarian Government has the intention to
advance towards a sufficient institutional basis for sectoral regulators. That is for the future, but now,
ladies and gentlemen, let me present you the present situation.

Increasingly, Hungary’s problems look like those of the rest of Europe, and its policy goal is no longer to
establish a market economy, but to bring its market’s performance into the line with its neighbours and
peers. A frequently expressed concern has been that Hungary has adopted good laws but that
implementation has been less satisfactory. To some extent, because of weaknesses in sanctions and
investigate processes, that criticism might have applied to competition policy as well as other policies.
Improving implementation is obviously an important task, now that the principal laws and institutions are
well established. Much remains to be done in order to approximate the complete acquis communautaire,
but the competition policy elements are substantially in place.

Hungary is working to expand the use of market principles in formerly monopolised or regulated services.
The sectors that remain subject to regulation or monopoly in Hungary are the same as those in
neighbouring countries: telecoms, electric power, gas and different branches of transport. The next major
task, now that the market economy is firmly established, is to bring these sectors in. European institutions
provide some guidance and impetus, to the extent that the EU is also undertaking reforms in these sectors.
But the EU`s directives and the models of neighbouring countries, although useful, will not be as important
to achieving reform as convincing Hungarian businesses and consumers that they will benefit from more
competitive market.

Hungary’s regulatory system is incorporating competition principles. Commitment to competitive, market
methods in other parts of the government is more or less uneven, and oversight mechanism to improve the
quality of regulation, such as regulatory impact analysis, are still not enough appropriate.

The Competition Act contains no sectoral exceptions. Other acts of Parliament have conferred partial
exemptions or special rules for some individual sectors. In some cases, these rules supplement, rather than
replace, those of the Competition Act. In energy, communications, and transport, special rules concerning
competition issues are enforced by specialised regulators. In all three areas, policies are moving toward
open, competitive markets, but as in many other member countries, this program is clearest in telecoms. In
several sectors, entry and hence competition are controlled by public tender. Activities that must, by law,
be done by the state and local authorities or through public corporation or concession tender include
pharmaceuticals, postal service, telecoms, managing broadcast frequencies, railways, mining, gas supply,
and electric power. Concession terms may run from five to 35 years and may be subject to specific price-
setting provisions. A prime example is the eight-year concession monopoly in telecoms granted to
MATAV in 1993, as an incentive to attract investment.
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In designing the relationship between the general competition law and sectoral rules that affect
competition, price and entry raise difficult issues. For service obligations and operations, neutrally-applied
sectoral rules could affect competitive conditions but would not necessarily lead to conflict with general
competition rules. Sectoral rules that control entry often do raise issues under the competition law, though.
Price too affects competitive conditions directly, but the Hungarian Competitive Office (HCO) has not
sought a formal role in regulating monopolists‘ responsibilities, including defining the respective roles of
the HCO and sectoral regulators over analysis, advice, and decisions concerning issues entry, price, and
operation. Principles for separating the responsibilities of ministries and independent regulatory offices
were set out in a 1999 government decision. The intention is that decision-making authority over tariffs,
for electric power and telecoms services, for example, would be assigned to the independent sectoral
regulators.

First of all let me tell you some words about the Competition Act and in connection with the act the
Hungarian Competition Office, which is the main institution among the institutions dealing with sectoral
regulators in Hungary. Just after this overview I would like to present you the different areas of sectoral
regulators, with special attention to the energy and telecoms sector.

The basic provisions of Hungarian competition law are laid down in Act LVII of 1996 on the Prohibition
of Unfair and Restrictive Market Practices (the Competition Act) last amended by Act CXXXVIII of 2000.
Based on the Competition Act some Government regulations contain provisions on the exemption of
certain groups of restrictive agreements. The Hungarian Competition Act covers both competition
restricting practices (antitrust law) and unfair market practices of undertakings. The most important issues
dealt with include the followings:

•  unfair market practices;

•  unfair manipulation of consumer choice;

•  anti-competitive agreements of undertakings (both horizontal and vertical);

•  abuse of dominant position;

•  merger control.

In the same way the Competition Act which deals with the institutional framework of the implementation
of competition law, thus with the Hungarian Competition Office (HCO) and its duties and procedures. The
Competition Act covers also unfair competition, the related problems belong however to the competence of
the courts rather than of the HCO.

As far as unfair manipulation of consumer’s choice is concerned it is important that as against the general
rules of consumer protection law the Competition Act condemns only those groups of deceptions and
unfair manipulations which may distort competition. It is the task of other public authorities to proceed
under other relevant legislation against deceptive but not competition distorting practices.

The legal framework is basically the same in respect of both horizontal and vertical agreements restricting
competition. These agreements are prohibited and null and void, unless they fall within one of the
exceptions set out in the Competition Act. Exemptions can be granted by block exemption regulations and
individually. Individual exemptions must be applied for to the Office. Hardcore cartels (as e.g. price fixing
agreements between competitors) are however never subject of exceptions nor are they likely to be
exempted.
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Merger control is based on an obligatory preliminary authorization system. To prevent mergers threatening
unjustified competition concentrations involving undertakings with turnovers above the thresholds laid
down in the Competition Act require an authorization of the HCO to come into effect.

The Hungarian Competition Office (HCO) is a public, budgetary institution of national competence.
Responsibilities of supervision of competition defined in the Competition Act and in the Act on Price
Setting are performed by HCO.

The Office is headed by a President, whose work is assisted with two Vice Presidents. The President and
the two Vice Presidents are nominated by the Prime Minister and appointed by the President of the
Republic for a period of six years (this is more than the Parliamentary period, it means that the Office is
relatively independent from the political changes and this independence is also issuing from the principles
of the separation of powers).

HCO is responsible to the Parliament. The President of the Office is obliged to submit a report on the
activities of the HCO annually, and also presents a report to the Parliamentary Committee upon request.
The Office is located in Budapest, it has no regional offices. In January 2001 the number of staff was 111.

Agricultural sectors

Hungary’s system for setting agricultural reference prices is based on nation-wide product councils,
combining producers, processors, and traders. Changing the prices or terms requires a consensus of the
three interests. The Agricultural Market Law provides that prices and production limits set by agreements
in these product councils may be exempted from the Competition Act’s prohibition of restrictive
agreements. The exemption depends on a finding by the minister of agriculture, that the economic
advantages of applying indicative prices and quantity restrictions exceed the disadvantages from restricting
competition. Although the minister is to take the provisions of the Competition Act into account, the
standard that the minister of agriculture actually applies is more general loose standard may differ from
how the Hungarian Competition Office would apply the Competition Act’s more specific criteria.

Banking and insurance

A sectoral regulator was responsible for competition policy in banking until 1994, but now responsibility
has been assigned to the Hungarian Competition Office. Although no particular competition problem is
notable in the sector, some concerns are reported that banking services cost more than would be expected
in a competitive market. In insurance, competition policy guided the process of privatisation. The industry
was a duopoly in the late 1980s, and each firm had exclusive rights in some lines. When these firms were
privatised, access was also opened to other firms, and firms were permitted to offer new lines and types of
insurance. Several foreign insurance firms entered, and the former duopolists lost market share. One type
of premium, for obligatory third-party liability insurance, is still controlled, but controls will be phased out
the next three years.

Hungarian Financial Supervisory Authority (HFSA)

With effect from 1 April 2000, the Parliament established the Hungarian Financial Supervisory Authority
(HFSA) with the Act CXXIV. of 1999. HFSA is the general legal successor of the Hungarian Banking and
Capital Market Supervision, the State Insurance Supervision and the State Pension Fund Supervision. The
Supervisory Authority is a legal entity and operates as an independent budgetary agency.
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The newly established Hungarian Financial Supervisory Authority, as the single statutory body for
financial services industry in Hungary exercises statutory powers under the Act CXII of 1996 on Credit
Institutions and Financial Enterprises, Act CXI of 1996 on the Offering of Securities, Investment Services
and the Stock Exchange, Act XCVI of 1995 on Insurance Institutions and Insurance Activities and Act
XCVI of 1993 on Voluntary Mutual Benefit Funds (and certain other legislation).

The objectives of the enlarged Supervisory Authority are to promote the smooth operation of the money
and capital markets, to protect the interests of clients of financial institutions, to enhance transparency of
markets and the maintenance of fair and regulated market competition through the permanent surveillance
of the prudent operation of organisations and entities engaged in financial services, supplementary
financial services, clearing house activities, investment and fund management activities, commodity
exchange transactions, insurance and insurance broker activities, insurance consulting, mutual insurance
funds, private pension funds, public warehouses, venture capital companies, investment funds, investment
fund management companies, exchanges and their members (hereinafter together: financial institutions).

In pursuit of these objectives in all financial sectors, the HFSA:

•  authorises all financial businesses, firms and individuals operating in these sectors;

•  keeps the records required by law and controls the information system operated at the
financial institutions-,investment service providers-, issuers-, the exchanges and the clearing
house, at insurance firms and pension funds as well;

•  regularly monitors and evaluates compliance with the laws and regulations governing the
financial services industry;

•  examines, analyses and evaluates the prudent operation of financial institutions, the business
activities of investment service providers and those of insurance brokers and pension funds;

•  investigates, where appropriate, suspected business malpractice in its sphere of competence
and takes enforcement actions;

•  comments on statutory instruments under preparation concerning the financial and capital
markets, the insurance and pension fund sector and submits proposals for the adoption of
such statutory instruments;

•  assists the operation of the National Deposit Insurance Fund, the Investor Protection Fund.

The Supervisory Authority is managed by the president who has one deputy. The president of the
Authority is appointed by the Parliament upon the Prime Minister’s proposal. The president exercises the
employer’s rights, controls the economic activities of the Authority, represents the agency and performs all
the tasks which are referred to his scope of competence by the legal regulations. He attends the government
meetings with a consultative right when issues are discussed that are related to the scope of activity of the
Supervision. The deputy president is appointed by the Prime Minister upon the proposal of the Minister of
Finance. The Authority is constituted of directorates, departments and divisions.

Road transport (buses and trucks)

For inter-city buses, entry and prices for service within Hungary are controlled, but there is competition in
international service. The former bus monopoly was split into regional firms in 1989, and entry was free
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from 1989 to 1991. When the state-owned firms went bankrupt, some of the unemployed operators set up
as independents. The resulting competition was evidently though to be excessive, for in 1991 regulation
was re-imposed, providing for concessions or for direct provision of service by municipalities. The
government sets caps on fares. The HCO called for an authorisation system, rather than a concession
system, but the ministry did not agree. The HCO advanced the same arguments concerning international
passenger transport, where they succeeded. Thus, private firms offer international scheduled transport.

The inter-city trucking business has been substantially liberalised over the last 10 years, and many small
firms now participate. The international trucking company, Hungarocamion, was privatised. But the
national industry is still dominated by state-owned and subsidised trucking services. Legislation being
prepared to harmonised Hungary’s law on public transportation with EU requirements will be an occasion
to complete the economic deregulation of inter-city trucking and bus services.

Railroads

Hungary moved early toward opening its rail system, but the process has stalled. Legislation requires
accounting separation between track infrastructure and rail operations. A joint decree of the Ministry of
Transport and Finance in 1996 separated tracks from operations and removed non-essential activities into
separate corporations to be privatised. In theory, access to the tracks must be granted to any domestic
operating railway. A similar obligation applies for non-domestic operating railways, either under
international agreements or from reciprocal treatment. Concession tenders may be invited for operation,
but as of 1998 the minister had not taken advantage of this possibility. Scheduled local and long-distance
passenger transport services are defined as public utility activities. Passenger tariffs are regulated, by fixing
maximum prices. Freight tariffs were set to be liberalised in 1998.

Despite the promising framework, little has been done to introduce competition in this sector. The only
investment in infrastructure has been in the Vienna-Budapest line. Inefficient branch lines have not been
shut down. Rates for track access have not yet been set, a decree is not expected until late 2001. A
regulatory authority responsible for allocation of track capacity is to be set up by 2002. The HCO
participates in the ministry’s preparation of the necessary regulation.

We also have to mention the General Inspectorate for Transport (GIT), which is the central organ of the
administrative authorities relating to road, railway and shipping transport, with power all over the country.
The GIT is under the supervision of the Ministry for Transport and Water Management. During the
administrative proceeding the GIT decides on first level, but also judges on second level the legal remedy
against the decisions of its 19 county inspectorates and respectively the Capital Inspectorate (county
transport authorities). These regional authorities operate under the GIT’s technical leadership.

The following professional departments satisfies the GIT’s administrative tasks of transport:

•  Superintendence for road-vehicles Hungary;

•  Superintendence for shipping Hungary;

•  Superintendence for public roads Hungary;

•  Railway inspectorate of Hungary;

•  Superintendence for training and examination;

•  Institute for professional fitness of drivers.
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Energy

Since August 1994, the electric power sector has been governed by the Hungarian Energy Office (HEO),
which is controlled by the Ministry of Economic Affairs. The HCO argued for regulating this sector
through an independent agency, rather than a ministry and the Parliament agreed. The Energy Office has
responsibilities and power over issues with competitive significance, including entry, conduct and exit, and
over consumer protection issues too. The Ministry of Economic Affairs retains decision-making powers
over price and entry until now. But, a new Electricity Act will be accepted by the Parliament next month,
in which, following the OECD’s recommendations the Energy Office gets larger responsibility for
regulating transmissions and distribution tariffs and access conditions, licensing of new plants, and tariffs
for final consumers. The law permits direct retail sales to certain large customers, and industrial plants that
generate their own power may sell the excess into the grid, as many municipal heating plants. For these
purposes, the law allows, but does not compel, an owner to permit other firms access to its facilities.
Although prices are to be set with competition policy concepts in mind, the minister has all the
responsibility, and the competition law itself does not apply. The sectoral law defines transmission and
supply as natural monopolies requiring state authorisation, which entails exclusive rights and supply
obligations for the areas covered.

Despite the overlay of sectoral regulation, the Competition Act applies in the electricity sector to the extent
it is not implicitly displaced by other regulation. Suppliers have brought complaints about abuse of
dominance, and the HCO has examined and approved several mergers involving power stations and a
mine. For a merger in electric power, district heating, or gas, two authorisations are needed, so either the
HCO and the sectoral regulator could reject it. So far there have been no disagreement about mergers
between HCO and the sectoral regulator.

Natural gas

The natural gas industry is still a monopoly, and prospects for competition are not strong. Hungarian Oil
and Natural Gas Corporation (MOL) is the only producer, importer, and wholesaler, and it owns and
operates the only high-pressure pipelines as well as storage facilities. It also sells at retail to large-scale
users. The six local distribution companies were privatised in 1996, and most of them are now controlled
by private investors. Because licenses assigned customers to firms (including to MOL), there is no
competition among the distribution companies, or with MOL, for service to those inherited customers.
There is some limited competition for new customers and to municipalities that had not previously been
served. But competition requires physical connection, since there is an obligation for MOL or for a
distribution company to provide pipeline access to third parties (MOL is required to provide access for
third parties to ship gas produced in Hungary, but no one has discovered gas in Hungary other than what
MOL is already producing). Rates are set directly by the government. The scope for application of
competition law is narrow.

The 1994 Electricity Act (Act XLVIII of 6 April 1994 on the Production, Transportation and Distribution
of Electric Power) defines the general regulatory framework for generation, transmission, and supply of
electricity. According to this general framework, the Hungarian power system is supposed to fulfill the
following criteria:

•  Its ownership is impartial. This is supposed to promote non-discriminatory behaviour towards all types
of customers and other suppliers. It takes into account and helps represent customers` interests.

•  It is controlled through legislation and regulation by public authorities.
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•  It serves consumers safely and at minimum cost.

•  It covers its production costs, including the cost of necessary and warranted investment and efficient
operation. Its prices include a rate of profit that is sustainable in the long term and allows sufficient
investment.

•  Operation and decommissioning of its plants are environmentally safe.

•  It gives preference to renewable energies via a compulsory purchasing scheme for renewables.

The two main instruments of regulatory oversight provided for the Electricity Act are, firstly, licenses for
power plant construction, generation, supply, etc., and secondly, ongoing regulation in the form of price
regulation and regulatory resolutions. The Minister of Economic Affairs determines end user prices via
Ministerial Decrees. Decisions about the construction of new power plants are made by the Minister of
Economic Affairs, the Cabinet or the Parliament, depending on the size of the plant. The minister can also
influence the structure of the industry and major capital transactions under rights conferred by the “golden
shares” the government holds in all power companies.

The Hungarian Energy Office was established in August 1994 under Act XLI of 1994 on Natural Gas
Supply and Act XLVIII of 1994 on the Production, Transmission and Supply of Electricity. It is the
regulatory authority for both electricity and natural gas in Hungary. It has the following core duties:

•  licensing of electricity generation, transmission, distribution and supply;

•  licensing of gas transportation, distribution and supply;

•  participating in and supervising the tendering process for new electricity generating capacity and
issuing the respective licenses after approval by the minister, the government and the Parliament;

•  supervising wholesale and retail prices, and especially preparing the minister’s price setting for gas
customers and electricity consumers in the general public electricity system (smaller-scale customers);

•  ensuring consumer protection, adequate customer service, and reliability.

The Hungarian Energy Office is a government body with nation wide authority and responsibilities
regarding the regulation of the grid-bound industries. It is supervised by the government though the
Minister of Economic Affairs. The minister appoints the President, the Vice Presidents, and the Director of
Administration for an indefinite term of office. The minister exercises the right of employer with respect to
them.

The responsibilities of the Office are the followings:

Licensing:
•  issuing establishment and operational licenses;
•  approving codes;
•  specifying service standards for licenses;
•  controlling and supervising licenses;
•  approving changes in ownership structures;
•  approving restriction order lists.
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Price regulation:
•  developing pricing and price application rules;
•  preparing price determination and price regulation decrees;
•  evaluating price revision applications.

Consumer protection:
•  regulation;
•  investigating complaints, taking necessary measures;
•  operating the Energy Interest Representing Board;
•  approving business regulations.

Energy conservation:
•  taking part in the development and coordination of energy conservation programs;
•  evaluation of applications.

Energy information:
•  processing information and analysis;
•  providing information (publications).

Results:

•  the developed regulatory system permitted the privatisation of energy companies;

•  the operation of the companies was undisturbed, the majority of them, in the meantime, became
profitable;

•  despite all its problems, the price regulation system has basically met the requirements;

•  the supervision of conforming to the requirements stated in the issued licenses is being carried out
continuous;

•  the regular analyses of breakdowns, the measurement and assessment of consumer satisfaction, and the
introduction of guaranteed services and service indices led to the increase in the standard of supply;

•  many complaints were dealt with by immediate investigation uncovering many deficiencies, the
necessary measures have been taken.

Telecommunications

The development of communications and the reform of regulatory framework have been simultaneous
processes in Hungary. In the years of the centrally planned economy, similarly to the majority of the
European countries, the regulatory functions and the service provisions were not separated. In rather
stagnant environment this model worked fairly well. The dynamics of the market economy, however
required the reshaping of the Hungarian telecommunications sector.
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During the first two phases of telecommunications development (1990 to 1993 and 1994 to 1997), when
the establishment of the national digital network infrastructure and the intensive quantitative enhancement
of telephone services were targeted, a technical type of regulation was required with an authority
responsible primarily for a wider scope of technical licensing and supervision.

In the third and fourth phases (1997 to 2000 and 2001 to…), when the strategic focus has been shifted
towards the diversification of business communications, advanced telecommunications and information
services, a market based regulation is increasingly needed to replace detailed technical regulations, with a
main emphasis on rules which ensure the fairness of free competition. Recently we are going to formulate
EU conform legislation environment by a new unified Act on Communications.

In the past few years new laws were drafted and passed by the Hungarian Parliament providing the legal
framework for the creation of a liberalised market environment. Just a list of the relevant acts, dealing a
little bit more with the first and second ones:

Act on Concessions (Act XVI of 1991)

The Act XVI of 1991 on Concessions declares that one of the possible ways of efficient operating of state
property is the transfer of this right to appropriate companies under concession agreements. In the field of
telecommunications these operations cover the following services:

•  public telephone service;

•  public mobile radiotelephone services;

•  nation-wide public paging services;

•  national and regional distribution and broadcasting of public radio and television programs.

Act on Telecommunications (Act LXXII of 1992)

According to the Act LXXII of 1992 on Telecommunications (in force from July 1993) the responsibilities
of the state are, in alia, as follows:

•  development of a national telecommunications policy and the creation of conditions necessary or its
implementation;

•  control over the telecommunications market, harmonisation of concession agreements, assurance of
non-discrimination for new entrants and regulation of the activities of incumbents;

•  provision of public telecommunications services for the handicapped;

•  exercising ownership rights over telecommunications property owned by the state;

•  fulfillment of authority duties in telecommunications;

•  economic, technical regulation and legislation aimed at ensuring the technical and traffic integrity of
national telecommunications network;
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•  supervision over telecommunications service providers and network operators;

•  taking the necessary actions if the concession agreement is terminated for some unforeseen
circumstances before the expiration of the concession period and in case of a breach of the agreement
by a concession company.

The Act grouped telecommunications services into two categories:

(a) concession-bound services, listed in the Act on Concessions, where the actual number and scope of
concessions to be issued are defined by the ministry;

(b) competitive services, all other service, where licenses are granted by the unified authorities for the
non-concession service providers.

The Act on Telecommunications was amended in 1997 and in 1999, aiming at the harmonisation with the
relating acts and the further approaching towards the competitive sector.

Act on Frequency Management (Act LXII of 1993)

Act on Radio and Television (Act No. I of 1996)

Act on Postal Services (Act XLV of 1992)

Advisory councils and boards have been established by the Acts to promote the fulfillment of their
objectives, making the minister responsible for requesting the standpoint of these bodies. There are five
advisory councils established by the Telecommunications Act and Media Act for supporting the
development of the telecommunications, broadcasting and informatics sector. The followings:

Telecommunications Conciliatory Forum

Telecommunications Engineering Qualifications Committee

National Body for Radio and Television

The National Body for Radio and Television was established in conformity with the Act on Radio and
Television, as a legal entity under the supervision of the Parliament. Its members are elected for four years
by the members of the Parliament by a majority vote. The chairman of the Body is designated jointly by
the Prime Minister and the President of the Republic of Hungary.

This body ensures the independence of the program suppliers, safeguards the freedom of the press, whose
basic principles are laid down in the Constitution of Hungary. Its aim is to promote and safeguard the
freedom of expression by encouraging new program suppliers to enter into the market, and by dismantling
the existing information monopolies and by preventing the creation of the new ones. The Body has set up a
Complaints Committee with a five-year mandate for dealing with complaints in relation to violation of the
principles of impartiality of information.
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National Council for Communications and Informatics

Conciliatory Forum for Informatics

Governmental Frequency Management Agency

In order to ensure the implementation of the governmental decrees on licensing and supervising wireline
telecommunications facilities, separate departments were established within the regional directorates of the
Hungarian Post (PTT) in 1982. When the CPE (Customer Premises’ Equipment) market was liberalised in
1988, the task for licensing the connection of equipment to the network was also added. These departments
of the regional directorates became a part of the Postal and telecommunications Inspectorate established in
1990. At the same time the Frequency Management Institute was also established and the functions
concerning frequency related questions were detached from the Hungarian PTT.

In1993, as a consequence of the new Telecommunications Act, a governmental decree was issued, inter
alia, on the establishment of an integrated communications organisation for authority matters (No.
142/1993 (X.13.)), and in compliance with this, the General Inspectorate of Communications was formed
by merging the two authorities. In 1995, the name was changed to Communication Authority, which name
better conveys its activities and functions.

Communication Authority

The supervision of the communications sector had been the responsibility off the Ministry of Transport,
Communications and Water Management up to 1 June 2000. The government has qualified the
establishment of the information society as a direct governmental task. The powers relating to
communications and information technology were transferred from the ministry to the government
Commissioner’s Office for ICT, an organisation established within the Prime Minister’s Office. The
Government Commissioner for ICT was appointed as of 1 June 2000 by Government Resolution No.
1045/2000 (V.31.). From that time on the branch control over the Communication Authority has been
exercised by the minister heading the Prime Minister’s Office with the involvement of the Office for ICT.
The President of the Office is appointed by the minister at the proposal of National Council for
Communications and Informatics.

The scope of activities of the Communications Authority is regulated in detail by Government Decree No.
232/1997 (XII.12.). The rights and obligations of the Authority in the field of communications (including
telecommunications, broadcasting and postal services as well as frequency management) fall into three
categories:

•  licensing and supervisory activity;

•  regulatory activity;

•  provision of technical and information support to the basic activity.

With authorisation under the law, the Authority controls compliance with the concession agreements. The
Authority operates as a first and second instance authority regarding specific matters of communications,
thus its decision may only be challenged in court.



14

The Authority has an important role also in the law preparation and price regulatory activities of
communications governance. It provides expert support to the Office for ICT, based on the economic
analysis of ICT demands and the market and submission proposals regarding issues of communications
policy and communications and information regulation.

The Authority also takes part in the fulfillment of the communications related tasks of the National
Accreditation Body and in the fulfillment of tasks associated with certain communications security related
issues.

As a regulatory authority – within the framework of the effective law – the Communications Authority
manages scarce telecommunications resources, prepares system regulations to ensure technical and traffic
integrity of the national telecommunications networks, as well as market regulations to set the rules for
new entrants and promotes fair competition among service providers. Regulatory issues include the
followings:

•  the integrity of telecommunications networks;

•  quality assurance;

•  standardisation;

•  frequency management;

•  numbering and addressing;

•  info-communications security;

•  postal regulation;

•  economic and legal regulations;

•  market monitoring.

The Communications Authority has full jurisdiction and nation-wide competence in licensing
telecommunications equipment, networks and non-concession services. It is also responsible for quality
control of the networks and supervises the proper usage of the telecommunications facilities. So the among
authoritative activities the Authority is dealing with the followings:

•  licensing and supervision;

•  regional inspection;

•  complaints and appeals.

The regulatory and licensing activities are supported by intensive measuring and international activities
and aided by an enhanced internal informatics system and economic background. The task and activities of
these support activities are simply the followings:

•  measurement;

•  international cooperation;

•  management support.


