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Budgetary Governance in Practice: Hungary 

Economic context 

The recent strong economic performance in Hungary is projected to continue in 2018, 

before softening somewhat in 2019. Investment remains a main driver with the resumed 

disbursement of EU structural funds and domestic and foreign firms responding to capacity 

constraints. Solid private consumption growth will be underpinned by continued strong real 

wage and employment increases. However, rising inflation is expected to harm cost 

competitiveness and increasingly constrain exports. 

Fiscal policy plans 

For the next years, Hungary’s budgetary priorities are to keep the deficit ratio permanently 

below 3% of GDP and reduce it further to reach the gradual reduction of public debt in line 

with domestic and EU fiscal rules. The government aims to achieve long-term 

sustainability through balanced economic growth, boosting employment and improving 

competitiveness and supporting families. 

 
  

A: Fiscal Balance and Public Debt B: Fiscal Policy Plans

C: Public Investment D: Expenditure by function (2016)

Source : OECD National Accounts Statistics (database).

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Note : The graph is referring to general government fiscal balance 

and general government gross debt as defined in the OECD 

National Accounts Statistics.

Note : The graph is referring to Fiscal Policy Plans that are 

implemented and/or officially announced as of November 2017 

and as indicated by the country. Actual results in graph A may 

differ as the Fiscal Policy Plans are prepared by the country 

beforehand and as the Debt and Balance Plan reported by the 

country are based on the country’s own definition. 

Source: OECD National Accounts Statistics (database); 

Eurostat Government finance statistics (database).

Source: 2018 OECD Fiscal Plans and Budgeting Framework 

Survey.

Note: The graph is referring to government investment as a 

percentage of GDP and as a share of total government 

expenditures.

Source:  OECD National Accounts Statistics (database); Eurostat 

Government finance statistics (database).
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Developments in budgetary governance  

Hungary has no official national performance framework in place. However, there is a 

centrally-determined framework for linking sectoral output objectives with national 

outcome goals, including the use of routine and standardised use of international 

benchmarks to assess performance across various areas. Furthermore, the national 

statistical authority - on its own initiative - presents a clear set of statistical indicators on 

national performance. 

In 2014, a reform of operational rules of the National Assembly aimed to improve the 

transparency of the budgetary approval process and to enhance predictability of budgetary 

planning. Additional reforms to enhance budget transparency, openness and accessibility 

were introduced in 2017.  

The Hungarian Fiscal Council provides analytical support to Parliamentarians with regards 

to budgetary issues. The council furthermore needs to give its consensus for the adoption 

of the budget bill before the final vote (“veto right”) to ensure its conformity with the 

constitutional debt rule. 

 

 
 

Central Budget Authority 

Ministry of Finance 

 

Weblink: www.kormany.hu/en/ministry-for-national-
economy 

Legal Framework 

Constitution includes foundational principles, roles and 
responsibilities of the Legislature and the Executive in the 
budget process as well as for audits by the SAI. Key 
aspects of the budget process (eg. MTEF, and legislative 
authorisation of spending) are furthermore specified by 
law. 

 
 

Budget coverage 

The executive’s budget proposal applies to the federal level of 
government. Counties are not allowed to levy taxes. Municipalities have 
limited revenue-raising power. SNG are responsible for their own 
financial management and must run balanced budgets. 

Budget cycle 

Budget circular April 

Pre-budget fiscal policy statement16 December 

Negotiations with line ministries Spring 

Executive budget proposal April 

Parliamentary vote on budget December17 

 Start of financial year   1 Jan. 

In-year budget execution reports monthly 

Mid-year implementation report  July 

 End of financial year   31 Dec. 

Year-end financial statement September 

Audited financial report  September 

Parliamentary accounting October 

 

 

 

 
16The EU-related Stability Programme Update (SPU) currently serves as the main pre-budget fiscal 

report. 

17 By law, Legislature must vote until December. In practice, the final parliamentary votes take place 

in June or July. 

http://www.kormany.hu/en/ministry-for-national-economy
http://www.kormany.hu/en/ministry-for-national-economy
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Hungary’s application of OECD budget principles “at a glance” 

 

1. Fiscal policy objectives The debt target lies at 50% of GDP. As long as state debt exceeds this threshold, the National 
Assembly may only adopt an Act on the central budget which provides for state debt reduction 
in proportion to the GDP. The budget deficit must be below the 3% of GDP. The Hungarian Fiscal 
Council has veto power to stop the final approval of the budget in case of serious breach of the 
debt reduction rule. 

2a. Strategic alignment  The Government promotes the alignment between the annual budgetary allocations and the medium-
term strategic plans, set out in government programme (December), and in the Convergence Programme 
and National Reform Programme.  

2b. MTEF  3-year rolling ceilings; legally-grounded overall public spending medium-term limits. Approval by Cabinet. 

3. Capital and infrastructure  Capital and current expenditure are submitted and considered in an integrated way. The budget requests 
funding for the entire cost of multi-year project up-front. Based on feasibility studies, capital expenditures 
are included in the budgeting process. 

4. Transparency and accessibility All core budget reports are publicly available; 8 of 9 ancillary reports, of which 7 are publicly available. A 
number of impact assessments are published, including on gender and environment. Citizen’s guides 
are available for several of the key budget documents. However, there is room to increased information 
on the Executive’s Budget Proposal, including a Citizen’s budget.  

5a. Parliamentary engagement Power to approve and amend the budget. A vote on the budget is however not considered a vote of 
confidence. 

5b. Inclusive public / civic debate Public meetings are held in Parliament. Formal hearings of key stakeholder and public roundtables. 
Budget-related consultation includes inputs from minority communities groups, and there are some 
opportunities for private consultations of civil society with the government and line ministries.  

6. Budget accounting and financial 
reporting 

The budget is prepared on both cash and accrual. The monthly financial report was reformed in 2017, 
providing more details in more a user-friendly format.  

7. Budget execution Single treasury fund is mandatory for all revenues and expenditures of central government, with no 
exceptions. In case of chapter-managed appropriations, line ministers can re-allocate funds within their 
own budget envelope, otherwise up to a certain limit. Supplementary budgets are produced and publically 
available. 

8a. Performance budgeting There is no national performance framework.  

8b. Evaluation and VFM There are legally binding requirements for ex ante evaluation of programmes that deemed important or 
sensitive. Spending reviews are an annual exercise. 

9. Fiscal risk and long-term 
sustainability 

The CBA produces long-term fiscal projections that span between 41 and 50 years and are 
updated every year. The long-term projections are specifically linked to the budgetary priorities 
for the improvement of demographic situation of the country.  Contingency funds are in place for 
unforeseen expenditure (e.g. natural disasters), for policy reserves and a counter-cyclical 
stabilisation fund. 

10. Quality assurance and audit The State Audit Office of Hungary has its legal basis for independence based in the constitution. Its 
responsibilities with regard to the year-end financial reporting include compliance control on public 
spending and audit of government financial report. However, it has a limited role in performance audit.  

Note: Rows in bold represent notable international practice.  




