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Foreign direct investment plays a decisive role in international factor movements. To attract as 

much as possible FDI inflows is of a predominant importance for emerging market economies. As far as 
transition economies are concerned, a real race for FDI is taking place among them. It is interesting to 
see, that their capacities to attract FDI are not depending on their macroeconomic performance but 
much more on their general economic policy and especially their privatization policies and practices. 

Since privatization plays a decisive role in FDI inflows of the transition economies - and privatization 
is such a type of acquisition when the seller is the state, Dunning's well-known eclectic investment 
theory becomes manifest in a special manner. Hungary has always been in the vanguard of FDI inflows 
of the Central European transition economies but its position has changed vis a vis the other countries 
of the region - especially compared to Poland and the Czech Republic. The research question is, what 
is the determinant factor of attracting FDI and how Hungary's position has changed from this point of 
view. 

The paper describes three phases of FDI inflows in Hungary: 
An early phase occurred in 1988-1992, which was based upon Hungary's early legal and regulatory 

advantages: till the end of fiscal 1992 about USD 5 billion FDI were attracted which was by far the largest 
amount of FDI inflows among the Central and Eastern-European transition economies. 

In the second phase of FDI inflows, between 1993-1998, Hungary's inward FDI attraction was 
characterized by the dominance of privatization - since in Hungary about 70 percent of privatization 
incomes were generated by foreign investors. 

Since 1999 Hungarian FDI entered the third phase, that can be described as a period which is no 
more dominated by privatization but it is characterized by the hopefully close date of the country's EU 
accession. 
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Some theoretical considerations 
Some modernization theories have viewed for quite a long time FDI as a main engine of capital 

formation, market enlargement and the diffusion of knowledge which all lead to a significant 
development of many Third World countries. (See for example Lewis, 1948, Rostow, I960 and Apter, 
1965). Other theories, namely the dependency school and the World System doctrines (See for example: 
Frank, 1967, Galtung, 1971 and Wallerstein, 1974) theory took international capital movements, and 
namely FDI flows as the major tool of the neo-colonial system of asymmetric dependency, therefore, 
an international phenomenon of increasing poverty. 

In the 1980s and 1990s a "pro FDI" assessment became widely accepted - parallely with the spread 
and dominance of the neoliberal mainstream economics. (Lall, 1995) The shift towards a globalization 
of market-based liberal economic policies became overwhelming, consequently governments in the 
developing world considers foreign direct investment, that is, the activity of transnational corporations 
as the most effective way of capital accumulation, technology transfer as well as the increase of exports. 

As far as the Central- (and Eastern-)European transition is concerned, in its early phase the so-called 
"Washington Consensus" played a decisive theoretical/ideological role in the establishment of the 
macroeconomic and economic policy framework in the development "From Plan to Market" (World 
Bank, 1997). In the framework of the "Washington Consensus" FDI inflows are playing a crucial and 
decisive role in restructuring of the outdated industrial structures, corporate governance and management 
methods {Sachs, 1994, Aslund, 1995). Although left-Keynesian criticisms (see for example Andor-
Summers, 1998) have been formulated concerning the fact that profits made by foreign investors are 
much greater than the host countries' advantages of direct capital imports, foreign direct investment 
are most welcome in practically every Central- and Eastern European transition economies. Really 
hostile behavior against FDI are formulated only by - extreme right and extreme left - populist political 
forces. 

The Central European context of the Hungarian 
FDI attractiveness 
The above mentioned economic theories about foreign direct investment flows were mostly based 

upon the fact, that in terms of world trade, the growth in foreign direct investment has been almost 
unbroken for four decades. Following stagnation between 1989 and 1991, the increase in foreign 
direct investment exceeded the expansion of both world production and world trade throughout the 
1990s as a whole. In 1998, despite the crises in southeast Asia and Russia and the uncertainties in Latin 
America, foreign direct investment increased dynamically to approach USD 650 billion. According to 
preliminary statistics there was no change in this trend in 1999, with total annual foreign direct investment 
approaching USD 800 billion. The 1990s were dominated by a wave of company buy-outs and company 
mergers - a tendency in fact so consistent that it can scarcely be called a "wave". The majority of foreign 
direct investment - between two-thirds and three-quarters of total foreign direct investment exports -
are traditionally realized among developed countries. Furthermore, as a result of the recent economic 
crisis, the developing countries' share fell in 1998 to 25.8 percent, the lowest level for a quarter of a 
century. In 1999, however, investors' confidence in the developing markets began to return, but it is 
likely that developing countries will return only very slowly to the 1996-7 figure of 37 percent of the 
total inflow of foreign direct investment. 

In fiscal 2000 the total amount of FDI inflows was equal to 1,271 billions of dollars (while the FDI 
outflows amounted 1,150 billions of dollars), so that the FDI inward stocks achieved 6,134 billions of 
dollars (while the outward FDI stocks became equal to 5,976 billions of dollars). In the year 2000, the 
value of cross border mergers and acquisitions was 1,144 billions of dollars - which is equal to exactly 
90 percent of the total FDI outflows. The value of foreign direct investment outflows in fiscal 2000 was 
about 18 percent of the yearly total exports of goods and non-factor services.(WIR 2001 p. 10.) 

The most significant change in the 1990s was the fact that the transforming economies of Central 
and Eastern Europe managed to "put itself onto the map" in terms of the international flow of foreign 
direct investment. Although the share of the region in terms of total foreign direct investment inflows 
is still fairly modest - 3 5 to 4 percent between 1994 and 1997, and since then less than 3 percent - it 
can be hoped that, with the integration of these countries into the world economy, these levels will 
rise dynamically, even in the medium term. As far as capital exports are concerned, the transforming 
economies of Central and Eastern Europe realize less than 0.5 percent of the total foreign direct capital 



investments in the world economy. Although it can justifiably be supposed that a very limited number 
of ma jo r na t iona l co rpo ra t i ons in the region will be able to embark on the pa th towards 
transnationalization following the successful privatization process, it seems clear that this region, even 
in the long term, will play a role in the world economy predominantly as a net capital importer. 

In Central and Eastern Europe the wave of company buy-outs was mainly realized through 
privatization. The most frequent form of company merger is for two foreign-owned daughter companies 
to be merged in the given transforming economy following the merger of the mother companies. 

As regards the attraction of foreign direct investment into the transforming economies of Central 
and Eastern Europe, the growth in 1998 was only 6 percent, while portfolio investments dramatically 
fell due to the Asian and Russian crises and, above all, the collapse of the Russian financial system. 
However, total foreign direct investment of slightly less than USD 24 billion mean that, relatively, the 
region's capacity to attract foreign capital significantly decreased in 1998. Almost two-thirds of the USD 
24 billion total - that is, USD 16.5 billion - flowed into the ten associate members of the European 
Union. When analyzing the ten EU associate member states' capacity to attract capital, the years 1995 
and 1998 can be regarded as particularly significant. In 1995 foreign direct investment inflow by the ten 
EU associate member states in the region doubled compared to the average over the previous years. 
Ninety percent of this sudden growth was realized in two countries - Hungary and Poland. In the case 
of Hungary, privatization revenues represented the largest proportion of the extremely high foreign 
direct investment inflow totaling USD 4.65 billion. Following a comprehensive rescheduling of debts, 
1995 was the first year that Poland - the largest country in the region with a population of almost 40 
million, and the only country with geo-strategic significance for Western Europe - became open to 
investors. Compared to the 1995 peak, the years 1996 and 1997 saw a certain decline; however, the 
capacity of these two countries to attract capital remained significantly more dynamic than in previous 
periods. Bearing in mind the fact that privatization in Hungary was apparently almost complete by late 
1997 and that macroeconomic growth in Poland was likely to see a significant acceleration, it seemed 
that a new phase had begun in terms of the region's ability to attract foreign direct investment. According 
to widely accepted expert analysis, among the transforming economies of Central and Eastern Europe 
Poland has finally taken the position due to it as a result of its geographical location, its extensive 
domestic markets, and its highly qualified and enterprise-oriented workforce. However, the figures for 
1998-99 show that Poland has not been able to increase its performance in terms of attracting capital as 
might have been expected after 1996-97. 

The "spurt" in Czech foreign direct investment inflow in 1998-99 can be seen as an interesting new 
development. Up until 1997, and especially before 1995, it had been unclear why so little foreign direct 
investment was flowing into the Czech Republic; today it is just as difficult to tell what lies behind the 
improved 1998-99 performance. In 1998-99, significant restructuring within the region shook Hungary's 
previously unchallenged leading position. Firstly, Poland's capacity to attract capital increased significantly 
and appeared to stabilize, following levels of USD 4 to 5 billion in 1996-97 and, since 1998 at almost USD 
7 billion annual capital imports. The Czech Republic's capacity to attract capital also rose significantly in 
1998-99 compared to the modest performance of previous years: the country that was regarded as the "star 
pupil" of the region attracted between USD 650 and 900 million in 1993-94, and levels barely exceeded 
USD 1.4 billion in 1996-97. (The figure only rose to USD 2.5 billion following Skoda-related investments.) 
In recent years, Czech capacity to attract foreign direct investment seems to have stabilized at around something 
more than USD 4 billion. An analysis of the statistics for foreign direct investment inflow into Central 
Europe (that is, CEFTA countries) during the past ten years leads inevitably to the basic conclusion that there 
is no correlation between the given country's macroeconomic performance - that is, economic growth, balance 
of payments and budget deficit - and its ability to attract foreign direct investment. Even in absolute terms, 
Hungary attracted by far the largest amount of foreign direct investment compared to its regional competitors 
up to 1995-96, when the country's macroeconomic performance was perhaps the worst in the region. 



Table 1 
Foreign direct investment inflow in Central and Eastern Europe end-of-year balance, USD million 

Country 

CzediRep. 72 595 2889 3,423 4,547 7,350 8,572 9,234 13,457 17,552 21,095 

Slovakia 453 762 1,066 1,361 1,558 1,888 2,817 4,892 

Hungry 5® 2,107 3,435 5,585 7,095 11,926 14,668 15,882 18,255 19,299 19,863 

RJari 1,125 2,840 4,715 8,374 12,872 17,780 24,780 26,475 36,475 

Romania 40 117 211 552 971 1,234 2,449 4,480 5,441 6,439 

Slovaab - - 954 1,325 1,760 2,052 2,285 2,863 2,684 2,865 

GentmlEurcpe - - 13,255 18,444 30,476 39525 46,739 61^43 7i268 91,629 

A h n b - 20 78 131 201 291 339 384 425 517 

Bulgaria 4 60 101 141 247 337 446 951 1,352 2,403 3,404 

Croatia 13 109 222 324 857 1,344 2,217 4,028 4,927 

tlimiuln ., Macedonia - 26 33 44 60 177 210 380 

SeastEwope 539 1,176 1,866 2,872 5,143 8,610 7,066 9,228 

FonnerUSSR 187 3,105 5360 9,833 15,865 26,824 34&1 

Baltic Slates - 836 1,369 1,884 2,662 3,461 5,022 6,299 7,255 

Estonia • 419 696 955 1,026 1,148 1,822 2,441 2,840 

labia - 163 394 577 936 1,272 1,575 1,795 2,081 

iMmnifl - 254 279 352 700 1,041 1,625 2,063 2,334 

CIS (Europe) 170 1,613 2,434 4,799 7,894 15,032 18,191 24331 

Russb - 1,211 1,851 3,867 6,346 12,589 14,772 16,541 19,245 

CEEurope 16,W 24,980 42,175 58,262 78,706 104m 108,575 132,443 

Source: Foreign Direct Investment in Central and East European Countries and the Former Soviet Union. 

WIIW-WIFO DATABASE (Vienna) 1999/258/172196. S e p t e m b e r 1999 a n d WIR 2 0 0 1 p . 305 . 



During the same period the Czech Republic scarcely attracted any foreign direct investment, in spite of 
the fact that the Klaus government was at the time the favorite of the entire Western world - although this 
favoritism was based on a misunderstanding, investors might believed what they heard on a daily basis from 
their governments and their media. Nevertheless, the amount of Czech foreign direct investment inflow 
rose rapidly in 1998 and remained at the same high level in 1999 once it had become obvious that "the 
emperor had no clothes" and that the Czech national economy was struggling with serious macro- and 
microeconomic problems. Also difficult to understand is why, especially following the extremely successful 
year 1995, Poland's popularity decreased in the very years when the country produced economic growth of 
6 to 7 percent and when the growth of the region's largest market exceeded even these high levels. A really 
accurate answer will doubtless only emerge with time. However, an approximate idea is probably to be 
found in the investment strategy of certain major international corporations. In any case, it remains puzzling 
that macroeconomic performance and the country's image were much less attractive to foreign investors 
than might have been expected. At the same time, the effect of a given government's economic policy might 
be found to be more significant than supposed - perhaps because in the main it determines the economy's 
liberalization and the regulative environment. 

In consequence of all the above mentioned facts and figures, till the end of the year 2000 about USD 
91.6 billion of FDI stocks have been accumulated in Central Europe, approximately USD 7,2 billion FDI 
have flown into the Baltic States. Taking into consideration FDI in the former USSR, about USD 132 
billion FDI have flown into Central- and Eastern-Europe: this amount does represent no more than 2 
percent of the total FDI inward stock in the whole world economy. (WIR 2001, pp. 10 and 305) 

FDI inflows in Hungary: a real success story of the transition 

Table 2 
Foreign direct investment inflow in Hungary (USD million, 1972 -1999 ) 

In cash Privatization income Investment in kind Total 

1972-1989 387 783 1,170 
1990 311 20 589 900 

1991 1,459 435 155 1,614 

1992 1,471 492 170 1,641 

1993 2,339 1,163 142 2,481 

1994 1,147 103 173 1,320 

1995 4,453 3,370 185 4,570 

1996 1,983 618 57 2,040 

1997 2,085 1,827 22 2,107 

1998 1,935 485 11 1,946 

1999 1,651 295 6 1,657 

2000 1,600 0 0* 1,600 

2001** 822 0 0 822 

1972-1988 17,570 8,814 2,222 19,789 
1 9 7 2 - 2 0 0 0 20,821 8,814 2,222 23,046 

1972-2001 21,643 8,814 2,222 23,868 

Source: Ministry of Economic Affairs (IKIM-NGKM), Hungarian National Bank, 
State Privatization and Holding Company (APV Rt.). 

* According to APV, in fiscal 2000 this figure was equal to about USD 280,000 - which is 0 while 
rounded to millions. 

** Preliminary figures issued by the National Bank of Hungary (www. mnb.hu/fizetesi merlegek/2001. 
December) 



In Hungary, foreign direct investment inflow has always been a key issue from several points of view: 

• FDI was the basic way to have real owners and a state of the art corporate governance 
• FDI, that is foreign-owned companies played a key role in the (re in tegrat ion of the whole national 

economy into the world economy as well as the Hungarian corporate sector into the global corporate 
networks 

• management know-hows, that is modern corporate managing, organizational and marketing skills 
and experiences 

• Statistics provide unquestionable evidences that/7/)/ was the engine of the geographical reorientation 
of Hungarian exports: through FDI the Hungarian economy transformed half of its exports from 
the eastern markets to the western ones in a very short period of time 

• FDI played a decisive role meeting Hungary's heavy debt repayment obligations-, at the moment of 
the change of regime, Hungary had about USD 14 billion net foreign debt which was an enormous 
amount compared to the then USD 12 billion worth yearly exports. In fiscal 2000, Hungary's USD 
7 billion foreign debt could be compared to about USD 27 billion of exports - and more than 80 
percent of the Hungarian exports were realized by foreign-owned companies 

• One can not underestimate the importance of FDI in f inancing budgetary deficit-, since privatization 
incomes were used practically totally for financing debt, the USD 8,4 billion hard currency 
privatization incomes decreased substantially interest burdens financed through the budget. 

• As a conclusion, we can esteem that important FDI inflows have fastened very much the shiftfrom 
plan to market, that is the transformation of the former command economy into a modem social 
market economy. 

* * * 

In terms of foreign direct investment inflow, the past decade has been an undeniable success story in 
Hungary: prior to the stabilization of 1995-96, this was probably the only success story in the Hungarian 
economy. 

It is a success story in the quantitative sense, since out of all the countries of the region the highest 
level of foreign direct investment flowed into Hungary - per person, as a percentage of the GDP, and 
compared to domestic fixed capital formation. During the 1990s, foreign direct investment significantly 
mitigated the economic decline. Hungary's share of the total direct foreign investment in the world 
economy has been permanently - over the past decade - at least double Hungary's share in world trade 
(0.8 to 1 percent compared to 0.3 percent). 

Hungary's FDI import performance was especially attractive in the early nineties: in the early period 
of transition, Hungary had had an initial advantage over its regional 'competitors' as it is clear from 
Table 3. 

It is also a success story in terms of quality. The significant transformation of the geographical 
orientation of foreign trade transactions in an incredibly short period of two to three years, technical 
developments; the rapid development of the corporate economy; and the general promotion of marke-
ting attitudes - in short, the rapid and successful corporate transformation that has taken place - would 
have been unthinkable without the appearance and activity of foreign capital. Hungary's export 
performance has undeniably had, and continues to have, a favorable impact on the trade balance. At the 
same time, it provides a primary source for financing the current account balance of payments deficit. 
The branch distribution of Hungarian foreign direct investment inflow is particularly favorable: the 
processing industry, and within this sector the machine industry, attracted/attracts the most foreign 
direct investment in Hungary. At the same time, the p ropor t ion of investments in services -
telecommunications, financial services, transportation, trade and real estate development - is also 
extremely high compared with elsewhere in the region. 



Table 3 
FDI inflows in selexcted transition countries, 1992-1999 

1992-1995 1996-1999 
Country USD millions Percentage of GDP USD millions Percentage of GDP 

Central 
Southern 
Europe and 21,091 0.5 50,558 3.3 
the Baltics 

Czech Republic 4,821 2.9 10,104 4.6 

Estonia 647 3,9 1,050 5.2 

Hungary 9,399 5.7 6,979 3.8 

Poland 2,540 0.6 17,096 2.9 

CIS 8,272 1.0 22,001 2.5 

Russia 3,965 0.3 8,412 0.7 

Source: TRANSITION newsletter. January-February 2002p. 14. 

Locational advantages of Hungary 
Hungary's early advantages over its regional competitors in terms of FDI attractiveness was due to 

several different factors, such as: 
• Early establishment of the legal and regulatory environment adequate to a modern market economy 

(In fact, the basic legal and regulatory reforms had been established prior to the change of regime, 
as early as in 1987-88.) 

• Early liberalization of both commodity, service and capital inflows - even without a fully convertible 
currency (full convertibility has been established only as of March 1, 1996 but the Hungarian 
currency - the forint - was made step-by-step convertible for foreign investors since 1987) 

• Important tax allowances were provided to foreign investors since 1988 
• Hungary has a fortunate geographical position in Central-Europe - on the one hand, the country 

is historically in a transit position between North and South as well as East and West, on the other 
hand, Hungary is geographically close to some very important potential investors, such as Germany, 
Austria, Italy 

• At the time of the change of regime Hungary had, at least in regional comparisons, relatively high 
standards of entrepreneurial spirit - which was, certainly due to the relative corporate independence 
introduced in the fremawork of the so-called "new economic mechanism" in 1968 

• In the framework of the legal and regulatory reforms in 1987-88, relatively early reforms of 
financial intermediation was also taken place: a two-tier banking system was established as early 
as in 1987, foreign banks and insurance companies were authorized to set up their affiliate 
companies since 1988. 



Three phases of FDI inflows in Hungary 
In Hungary, three distinct phases can be distinguished in terms of FDI-inflows (see figures in table 2 

and regional comparisons of table 3): 
1.) An early phase occurred in 1988-1992-. based upon Hungary's above described early advantages, 

till the end of fiscal 1992 about USD 5 billion FDI were attracted which was by far the largest amount of 
foreign capital attracted by one single central and/or Eastern-European country. Early investors were 
fairly differents from the ones in the successive phases. 

Those who had well known the Hungarian market (former foreign trade partners or/and traditional 
investors from and of the region) who set up joint ventures in order to penetrate to the Hungarian 
market. 

A lot of early market takeovers were also taken place in retail trade, in the production of consumer 
goods - including food processing, as well as in some services (insurance industry, for example), 

Some, in fact very few but very important foreign companies which can be taken as extremely early 
strategic investors also made important investments in Hungary in the late 1980s and in the first years of 
the 1990s (see for example the very first car plant set up by Suzuki and the takeover of Tungsram by GE 
Lighting Europe as early as in 1989), 

Extra-EU (North American and Asian) "bastion builders", wanting to establish a stronghold took the 
opportunity to invest in such a low wage country which seemed to be an adequate market place and 
production basis for getting access to the EU markets. 

It is interesting to see, that Hungary's capital attractiveness was so spectacular, at least in regional 
comparisons, when certainly Hungary had the worst macroeconomic performance. 

2.) In the second phase of FDI inflows, between 1993-1998, Hungary's inward FDI attraction was 
characterized by the dominance of privatization. 

The Hungarian privatization was always based upon market methods: in Hungary there was no 
voucher privatization or any other kind of free of charge asset provisions. In Hungary, even preferential 
privatization methods, such as compensation vouchers, existence credit facility, start-up credit facility, 
privatization leasing, etc, all could have been used exclusively on the market (as a bid) and must have 
compete with bids in cash. With a very few exceptions (mostly in case of medium-sized state-owned 
companies), when foreigners were excluded, Hungarian must have compete with foreigners - and this 
letters always had a much stronger capital position. That is why foreigners dominated the Hungarian 
privatization process: not less than 71 percent of total FDI inflows was carried out by foreign onvestors! 
(See Table 4) 

Figures of Table 2 and 4 show clearly that USD 7,956.3 million out of USD 8,814 million, that is about 
90 percent of 'privatization FDI' was actually realized between 1993-98. 

Yearly differences can be easily explained: while 1991 and 1992 were 'normal' years of the early 
phase of the privatization, fiscal 1993 was marked by a breakthrough - especially because of the first step 
of the privatization oiMatav (while having sold 35 percent of the equities with the totality of management 
rights), the Hungarian national telecommunication company, and this single transaction represented 
USD 1,163 million alone (it was equal to 68,8% to the total FDI inflow of that year). The extremely poor 
performance in 1994 was due to the then macroeconomic crisis as well as to the uncertainties related to 
the second free Parliamentary elections. In 1995, the newly elected socialist-liberal coalition government 
made great efforts for the macro-economic stabilization as well as to decrease dramatically the country's 
foreign debts - the privatization of public utilities and energy providers was unique in that time. It was 
the real breakthrough both in the Hungarian macro-economic situation and in the history of the Hungarian 
privatization. The privatization performance of 1996 was quiet good but not outstanding. The USD 
1,827 million privatization FDI in 1997 meant another peak: this time several successful stock exchange 
introduction generated a new exceptional privatization income, which was based, in this year too - as in 
every year between 1991-1998 - on privatization FDI. In 1998 and 1999 privatization "slowed down" and 
was prematurely stopped by the new right-wing government elected in 1998. 



Table 4 
Privatization revenues of the State Privatization Companies 
1990-2000, HUF billion 

Sales and asset 
f management 

1 9 9 0 0 . 6 7 

1 9 9 1 3 0 . 4 3 

1 9 9 2 6 6 . 9 1 

1993 164.50 

1994 148.87 

1995 471.93 

1996 162 63 

1997 340.61 

1998 104.80 

1999 114.95 

2000 21.13 

Total: 1,628.2 

0 6 7 

30.3 5 

65.90 

133.63 

46.3 6 

437.80 

119.46 

317.70 

98.70 

99.23 

19.83 

1,369.6 

Of which, hard ^ 
currency 

0.53 

24.61 

40.98 

110.67 

10.95 

411.48 

92.73 

208.60 

38.62 

70.00 

0.00 

970.6 

79 

81 

62 

83 

25 

77 

66 

39 

71 

71 

Source: APVRt. (State Privatisation and Holding Co.), the author's own calculations. 

2.) Since 1999 Hungarian FDI entered the third phase, that can be described as a period between 
privatization andEUaccession. As it is obvious (see, for example Table 2 and 4) privatization has ceased 
to be the main source of Hungarian FDI inflows. Therefore, on the one hand, then yearly FDI inflows 
decreased significantly, on the other hand, nowadays, inward FDI is fueled mostly by the multiplier 
effects of earlier investment and reinvested profits. In 2002 it is more obvious as any time earlier, that in 
Hungary "investment breeds investment." (Csaki-Sass-Szalavetz, 1996) 

A couple of years ago one could easily be optimistic, having said that the end of the Hungarian 
privatization would be so close to the country's accession into the European Union, that the to process 
would almost coincide, therefore, the relatively high level of foreign direct investment would "easily" 
finance Hungary's current account deficit. (Csaki, 19971b) Nowadays, such illusions have been definitely 
lost: although fanuary 1, 2004 can be taken (in an optimistic view) as the official date of Hungary's EU 
accession, this nearly perspective has obviously not attracted too much new FDI into Hungary. 

The place and role of foreign-owned companies 
in the Hungarian economy 
The role played by foreign-owned companies in the Hungarian economy is well illustrated by various 

statistics drawn from the balance figures and tax declarations of partly or entirely foreign-owned joint 
enterprises. These figures are taken from the publicly accessible data of APEH (Tax and Financial Control 
Administration), the Central Statistical Office, and the Court of Registration. The following figures are 
taken from (Csaki-Pitti, 2000) and have been updated by data for fiscal 2000 issued by the National Tax 
Authority. 



Foreign ownership exceeds the national average of 46.7 percent in industry (it is especially high in 
the food industry and in the production of machine and car components, it is relatively high in other 
services (especially real estate services), in trade and in financial services. However, foreign ownership 
is below average in agriculture, in the construction industry, in transportation, and in other services 
(excluding real estate). 

There is a clear tendency for fore ign capital investors to aim to achieve complete, or at least majority, 
ownership: minority foreign ownership is becoming more and more the exception that proves the rule. 
It is no surprise, therefore, that 86 percent of the total capital of partly or entirely foreign-owned 
companies is in the hands of foreign owners. 

The marked concentration of foreign direct investment inflow in certain areas of the country is a 
commonly recognized problem: the image of the "two Hungaries" divided by the Danube is confirmed by 
an analysis of the targets of foreign direct investment inflow (in terms of region or county). (Pitti, 1997 
and Hamar, 1999) 

In 1999, out of the 25,244 registered partly or entirely foreign-owned companies, 59.5 percent 
(14,520 companies) opera ted in central Hungary, 11.4 percent (2,886 companies) in Western 
Transdanubia, and 6.6 percent (1,681 companies) in central Transdanubia. The combined share of the 
three regions out of the total number of foreign-owned companies was therefore 77.5 percent.^ The 
concentration is even higher with respect to registered capital, with 65.5 percent (HUF 2,017 billion) of 
the HUF 3,078 billion total registered capital of foreign-owned companies having been concentrated in 
central Hungary, 6 percent (HUF 186 billion) in central Transdanubia, and 9 percent (HUF 278.5 billion) 
in Western Transdanubia. Altogether this represented 81.5 percent (HUF 2,481.5 billion) of the total. 

Nevertheless, it would be wrong to overemphasize the negative impact of the regional distribution and 
concentration of foreign direct investment inflow. Foreign direct investors follow the logical principle 
of, on the one hand, obtaining through privatization the best Hungarian companies, and, on the other 
hand, establishing themselves "in the place o f ' those former socialist large corporations that went bankrupt 
in the whirlwind of the change of system - or, more exactly, in the transformation crisis - and after the 
collapse of COMECON. In the unparalleled wave of liquidations in 1992-93, a one-off opportunity 
opened up for a mass of "brownfield" investments: new production equipment, which was often dismantled 
and moved from another plant, could be set up in existing industrial buildings that had a suitable 
infrastructure, and operated by the skilled labor force that had formerly worked in those locations. 
Audi's first plant in Gyor and Opel's investment in Szentgotthard were typical of such moves - both 
started their operations in the former Raba works usingformer Raba employees. 

Investment motivations are not always clear, although Dunning already classical eclectic paradigm 
can be used fairly effectively. (Szanyi, 2001 p. 27.) Because the pretty large overlap between market 
seeker privatization FDI and foreign greenfield investment based upon the same investment motivation, 
even a new category emerged in describing and analyzing FDI inflows into the Central and Eastern 
European transition economies. Mayer and Estrin (Mayer - Estrin, 2001) speak about brownfield entry 
mode as a special case of acquisition, in which the resources transferred by the investor dominate over 
those provided by the acquired firm. In this case, the investor do take over a company in an emerging 
market in order to get market access, to have an important market share through acquisition - but the 
investor will replace all production facilities with its own, therefore, investor will take over, at the end 
of the say, the real estate (that is the workshops and office buildings) and the labor. Earlier, we used the 
same term of "brownfield investment" (Csaki-Sass-Szalavetz, 1996) to describe those cases when, in 
Hungary foreign investors bought a workshop building and recruited labor from a large state owned 
company with the same motivation pointed out by Meyer and Estrin. (Mayer - Estrin, 2001) Even special 
industrial parks had been established in Hungary on the basis of the real estate assets of a former state 
owned company this real estate linked with the relatively highly skilled labor force attracted quiet a 
large amount of foreign capital: characteristic examples of this type of capital attraction could have been 
distinguished in Gyor (using the greater part of the real estate of Raba Works) and in Szekesfehervar, 
based on the real estates of the former state owned electronic giant, Videoton. 

The regional characteristics of the establishment of foreign capital simply reflect the process whereby the 
foreign foreign direct investment that began to flow into the country in 1998 were almost entirely unaffected 
by any economic-political influence. More exactly, in spite of the inevitable impact of the general economic 
political liberalization and, what is more, the obvious role it played in turning the country into a popular 
investment target, it was unable to influence the inflow of capital in terms of either sector or region. The 
situation - a change of system in politics and a transformation crisis in the economy - is easy to explain and 
to understand. With hindsight it can also be explained that, in the interests of the acceleration and 
irreversibility of the economic change of system, the Antall, Boross, and Horn governments deliberately 
followedjDunning's "non-interventionistscenario". (Dunning, 1993p- 565)) 



In 1997-2000 the economic characteristics of companies with foreign interest moved in parallel with 
those of the national economy, although the rate of increase in performance was significantly more 
rapid in this sphere. The increase in net sales revenues was about 40 percent, within which the already 
high export sales showed an approximately 55 percent increase. It is particularly interesting that 88 
percent of the total export increase was provided by foreign-owned companies. 

It is increasingly important for the future of the Hungarian economy to watch the changes in trend in 
the gross domestic product (added value). The way the ownership-related characteristics of these behave 
is especially interesting. 

The figures given in Table 5 suggest that the market results of companies with foreign interest represent 
a significantforce in the country's economic performance. This drivingforce could be bigger if the domestic 
enterprises acting as suppliers were better able to meet the requirements of the joint ventures (in relation 
to deadlines, production capacity, quality, market prices, etc.). The optimum exploitation of this capacity 
is temporarily hindered by the fact that domestic companies, due to their lack of capital, are unable to 
keep pace with the development of companies with foreign interest. 

The net turnover of all firms operating under company-tax regulations, at current prices, more than 
doubled from HUF 11.8 trillion in 1995 to HUF 27.7 trillion in 1999. Contributions to this average 
current-price increase in turnover of 38- 40 per cent a year came from almost all segments of the 
economy, although the rates of growth ranged between 15 and 70 per cent. The main contributions to 
the growth in absolute value were made by industry (including manufacturing), trade, transport and 
telecommunications, and other services. Rates of growth considerably above average occurred in financial 
services, industry, and transport and telecommunications. 

A marked correlation of business results with ownership attributes and stronger concentration can be 
discerned. Aggregate indicators suggest that the turnover index (at current prices) of firms in majority 
domestic ownership almost doubled over the period, while that of firms in majority foreign ownership 
more than tripled. The former just managed to keep ahead of inflation while the later managed a 
substantial measure of real growth. Deeper analysis shows that a declining number of big companies are 
capable of determining the overall performance of the economy to an increasing extent. 

Firms with foreign ownership perform much better than the national average, but industry-level analyses 
also reveal hectic movements over time and by industries. Upward trends in turnover can be seen in 
financial services (53.2 per cent), o ther services (46.5 per cent) , agriculture (43.6 per cent), 
telecommunications, and the industrial categories (including industrial activity in customs-free zones). 

The figures for 1995-2000 show that the change in added value 'follows' the change in net turnover, 
where ownership-related attributes can be seen. The aggregate added-value performance of domestic 
business associations rose by 32-3 per cent between 1995 and 1997 and 34-5 per cent between 1997 and 
1999. Over the same periods, firms with foreign ownership showed an increase of 48-50 per cent in the 
first period (the first two years of an economic stabilization program) and 36-7 per cent in the second. 

The difference of performance can also be shown in another way. The per capita value added in 
1999 averaged HUF 4.3 million in firms in majority foreign ownership and only HUF 1.6 million in firms 
wholly in domestic ownership. 

The performance of companies with foreign interest is increasing more rapidly than average, and their 
financial policies are stricter. This, along with the benefits provided by the Hungarian state, means that 
they perform better. This can be measured by the growth in the enterprises' net worth. Their operating 
ratios are more favorable than the average for Hungarian enterprises, and due partly to this and partly 
to their economic background, they have a greater impact on the Hungarian economy than their actual 
ownership share. Besides the direct impact, companies with foreign interest play an important indirect 
role through their commissioning of domestic companies, which significantly influences the Hungarian 
economy's market opportunities. 



Table 5 
Characteristics of the economic activity of companies with foreign interest 
and their proportion within the Hungarian economy, percentages 

1994 1995 19 96 1997 1998 l l f P ^ 2000 

Number of companies 11,2 12,8 10,9 10,6 9,2 9,8 9.2 

Staff 24,4 25,8 26,8 28,4 27,8 29,2 28.8 

Net turnover 38,3 63,3 43,2 47,8 48,9 51,7 52.2 

Out oft exports 58,8 63,3 69,4 74,0 77,2 82,0 82.8 

Domestic sales 35,3 37,6 38,8 41,7 41,6 43,3 43.2 

Gross value added 39,4 45,0 47,4 49,6 52,1 52,4 •bin 

Total costs and fees 38,7 42,3 44,0 47,9 48,2 51,3 51.7 

Out of: materials 41,5 44,3 48,4 55,3 57,0 61,8 63.9 

Wages 32,8 35,7 39,9 41,3 42,7 44,6 43.8 

Social security - - - 42,9 44,3 47,5 47.9 

Amortization 49,1 51,5 50,5 53,5 53,7 56,9 57.1 

Investment 81,5 80,2 79,1 75,2 84,6 88,2 67.5 

Pretax profits 41,5 43,2 53,7 57,1 60,1 52,4 57.4 

Pre tax losses -36,1 -41,8 -42,2 -43,9 -49,4 -53,1 -54.5 

Tax in book value 48,8 43,6 53,7 7 6,4 61,0 62,4 63.5 

Tax allowances 27,8 92,5 95,6 96,0 95,5 96,4 92.6 

Corporate tax paid 26,8 36,2 39,0 44,9 45,7 49,1 45.8 

After tax profits 46,5 44,4 56,2 59,2 63,1 63,9 60.1 

After tax losses -36,1 -41,7 -40,1 -42,6 -52,5 -52,9 -54.5 

Dividend paid 64,3 60,7 69,4 73,7 69,2 61,5 64.7 

Revenues in the balance 36,1 40,1 57,1 59,1 60,5 64,9 65.6 

Subscribed capital 38,7 40,5 45,2 46,9 46,6 58,0 54.7 
Out of: foreign 59,6 65,9 70,6 75,3 80,0 85,7 85.2 

Total equity capital 38,1 41,5 .45,8 48,8 50,6 57,8 56.2 

Share of the increase 
of equity capital 70,2 69,7 78,5 64,1 62,2 78,7 105.2 

Source: Csaki, 2000lb and the author's own calculations forfiscal2000. 



Comparing firms in total or majority foreign ownership with domestic firms (the figures in brackets), 
the following could have been observed in fiscal 2000: 

1. The average net turnover per foreign firm was HUF 656.608 million (HUF 61.237 million). 
2. The value of exports per firm reached euro 969,064 (euro 108,534). According to the preliminary 

figures for fiscal 2001, the per firm value of foreign-owned companies was equal to euro 1,078,866 
compared to euro 120,750 per domestic firm. 

3. The GDP figure per firm was HUF 121.291 million (HUF 11.143 million) and the GDP figure per 
employee HUF 5.072 million (HUF 1.844 million). 

4. Although foreign firms receive 92.6 per cent of the tax concessions provided in the economy, the 
tax paid per foreign firm was HUF 8.666 million (HUF 0.108 million), since the pre-tax profit per firm 
averaged HUF 43.639 million (HUF 0.796 million). 

Higher pay: The more efficient and profitable business activity of firms with foreign ownership is 
also reflected in higher pay to their employees. The average pay level of wholly foreign-owned firms 
stands at 126.9 per cent of the overall pay level in the corporate sphere. In wholly foreign-owned firms 
employing 51- 1000 persons, the pay level is over 30 per cent higher than average. Here the branch 
structure is interesting. Firms in total or majority foreign ownership pay particularly well in transport, 
warehousing, postal services and telecommunications, where they exceed the branch average by 52 per 
cent and the corporate-sphere average by 80 per cent. Firms in total and majority foreign ownership 
also pay much more than average in chemicals, commercial services and trade. Foreign-owned firms do 
not typically employ unregistered labour (or if they do, they conceal the fact well). Furthermore, they 
pay most of their tax and social-security obligations promptly. 

Table 6 

Budgetary contribution by the foreign owned companies. Billion forints 

S i l l g i i - l f ^ ' * ' "i 

I . Corporate tax (18%) 35,3 50,0 70,2 93,3 102,8 

2. Local tax (1-1.5%, net turnover) 40,1 56,3 93,0 98,0 101,0 

3. Social security" (33%, wages) 149,0 208,0 228,2 252,7 288,3 

4. Employers' contribution b 

(3%, wages) 10,4 16,5 19,5 23,1 26,1 

5. Training Fund (1,5%, wages) 5,2 8,3 9,8 11,6 13,0 

6. Contribution to the 
"Rehabilitation fund" 
(HUF 25,500 per employee) 131 14,0 14.9 15.2 15.9 

7. Employees' Fund0 (1,5%, wages) 5,2 8,3 9,8 11,6 13,0 

8. Social Security contribution 
(11%, wages) 41,0 63,2 71,7 84,2 96,1 

9. Personal income tax 0 99,8 166,2 195,6 214,8 254,2 

Total 399.1 590.8 712.7 804.5 910.4 

Notices. 
1. It is important to understand, that item 1-5 are paid into the budget by the employers 

and the other ones are paid by the employees of the foreign owned companies. 
2. The above figures can be taken as lower limits, since they are calculated on the averages and 

not on the separate data. 
a 40% in 1996, 38% in 1997, 35% in 1998 and 33% since 1999. 
b Fund for unemployment benefits - contribution of the employers. 
c Fund for unemployment benefits - contribution of the employees. 



The aggregate relations of business associations with public finance have changed favorably in recent 
years. There has been a steady decline in the value of the budget subsidies applied for (and received). 
Meanwhile the direct and indirect payments into the budget have risen fast, against stable levels of 
taxation. The public-finance relations of firms with foreign ownership present a mixed picture. They do 
not receive direct subsidies, but they remain the recipients of 92.6 per cent of the tax concessions. Their 
contribution to tax revenues is rising. GKI Economic Research Co. estimates that 45.8 per cent of the 
corporate taxes (HUF 102.8 billion out of HUF 224.4 billion) was paid in fiscal 2000 by firms in majority 
foreign ownership. Foreign-owned firms paid in the same fiscal year about HUF 101 billion of local 
taxes. The increasing employment that they provide and the higher-than-average earnings of their 
employees mean that they paid a total of HUF 288.3 billion into the social security budget in fiscal 2000. 
Foreign owned companies have a further fiscal obligation: they paid in fiscal 2000 HUF 39.1 billion into 
the 'Employers' Contribution ("Solidarity") (that is unemployment risk) fund' and their employees paid 
about HUF 254.2 billion of personal income tax and were contributed about HUF 117.8 billion into the 
social security funds and paid a further HUF 13 billion into the 'Employers' Contribution ("Solidarity") 
Fund (that if for covering the that is unemployment risk, since 'Employers Contribution Fund and 
'Employers' Contribution Fund' adds up). Employers are paying 1.5 percent of the wages into the 
'Professional Training Fund and contribute with HUF 25,500 per employee to the "Rehabilitation Fund' 
which partly covers the costs of the employment of handicapped people. These items (102.8 + 101.0 + 
288.3 + 39.1 + 15.9 + 13 0 + 96.1 + 254.2) in fiscal year 2000 added up to a total contribution of 
foreign-owned companies and their employees' to the public-finance system of HUF 910.4 billion.. (See 
table 6) 

Although statistics speak for themselves, it is still worthwhile summarizing the main points in relation 
to the operations in Hungary of companies with foreign interest: 

• In every area of the ever more globalized world the role of foreign capital is increasing, 
and Hungary cannot be an exception to this rule. 

• The change of ownership structure has become dramatic; while state ownership decreases, foreign 
ownership is steadily increasing. 

• The improvement in Hungarian enterprises' ability to accumulate has not been able to keep up 
with the increasing volume of foreign capital, and if no change for the better takes place there 
may be a further fall in the percentage of domestic ownership. 

• The appearance of foreign investors initially mitigated the degree of economic recession, and 
later on it played an active role in setting the economy on a new track towards development. 

• The sensitivity of companies with foreign interest to costs and incomes (and, along with this, their 
management efficiency) is much keener than that of domestic enterprises. 

• The profits of companies with foreign interest — apart from the outstandingly high level of 
repatriation in 1998 of profits earned in 1997 — justifiably remain in Hungary and are used mostly 
for extending the resources of the economy (which will naturally have an impact on future changes 
in ownership relations). 

• Companies with foreign interest have not so far changed their practice with respect to the 
distribution of dividends and stakes in proportion to their performance. Bearing in mind that an 
ever-increasing number of enterprises belonging in this category are being launched on the stock 
exchange and that the stock market price is influenced by, among other things, the distribution of 
dividends, an increased willingness to pay dividends can be expected. 

According to certain assessments (Hunya-Stankovsky, 1999) "in the more developed CEE countries, 
and especially in Hungary, the motivation of the new FDIs has shifted from market takeovers to export-
oriented, efficiency-oriented investments". In our opinion this process started much earlier in Hungary 
and was reflected in the complex multiplier effects of FDIs. (Csaki-Sass-Szalavetz, 1996) 

1. It is frequently the case that smaller companies will only take risks abroad, especially in an entirely 
unfamiliar market, if large corporations known to them have already made investments there. 

The first investors, paradoxically, inspire their major competitors to invest as well. fCoca Cola might 
soon be followed by Pepsi Cola, UTC Otis by Schindler, Scholler by Eskimo (that is, UNILEVER), or vice 
versa.,) 

2. Major investors very soon attract their regular subcontractors and service providers, f The French 
banks are ready to accompany their domestic clients to Hungary", was the reply given by Dominique 
Chatillon, the president of the French Bankers' Association, when asked why French banks are not more 
active in Hungary. The answer is clear. The French banks' daughter companies limit their activities 



almost exclusively to serving their domestic clients in Hungary. One of the few exceptions is BNP-
Dresdner, which, employing a type of cooperation with which it experimented first in Hungary (involving, 
for instance, the financing of bus maker IKARUSZ's exports to Russia), has created joint daughter banks 
in several CEE countries 

3. The majority of profits from successful investments are reinvested in the country in which the 
profits were made. 

4. Successful operations - resulting from Hungary's favorable (from several points of view) geographical 
location and the related transportation opportunities - may inspire investors to establish regional or 
sub-regional production, services, and/or logistic centers. (This was how Opel Hungary Ltd. was 
transformed into Opel Southeast Europe and became a regional dealer in nine countries. Similarly, 
Ericsson's software development center became the regional development base for twenty-nine south, 
east, and southeast European countries.^ 

The consequence of the combined "multiplier effects" (he re we are naturally not taking into consideration 
the multiplier effects of foreign-owned companies spreading company organizational, business ethical, 
technical, organizational, and marketing methods at the level of the national economy) is that "investment 
breeds investmentThe greatest accolade for the Hungarian economy is the fact that earlier investments 
have created further investments, producing greater added value, with foreign investors integrating 
their Hungarian daughter companies more closely into their global network. General Electric's more 
and more recent developments fGE represents a special example, since besides the USD 800 million 
invested by GE Lightings Europe in Tungsram, of which about USD 300 million was the cost of the 
acquisition, GE Aircraft Engines has invested USD 15 million in Veresegyhaza; GE Power Systems has 
put USD 27 million into another greenfield investment in Ozd; and GE Medical Systems has recently 
acquired a majority stake in MEDICOR Rontgen Ltd. As is well known, GE Capital has been the main 
owner of Budapest Bank since 1995, thus five out of the thirteen divisions of GE are already present in 
Hungary.,); Audi's engine assembly plant producing 6 percent domestic added value, as well as their DM 
700 million major factory assembling two types of car; the realization of the production in Hungary of 
increasingly large and complex computer units by IBM, which has become the largest Hungarian processing 
industry exporter; foreign telecommunications companies investing hundreds of millions of dollars in 
Hungary every year, Philips, TDK, Sony, Temic, Siemens, etc., which are putting into operation new 
processing industry plants almost every year - all of these illustrate that whoever has once invested in 
Hungary will carry on investing, will reinvest profits made in Hungary, and will, in addition, realize new 
investments. This short list of companies also clearly reflects the fact that multinationals have made an 
increasing number of strategic investments in Hungary since 1995-96, which undoubtedly indicates a 
new era of foreign direct investment inflow in Hungary. 

* * * 

Hungary has successfully come through the first two quantitative and qualitative phase of the inflow 
of foreign direct investment. Today, foreign direct investment does not flow into Hungary in relation to 
market takeovers. As a result of the multiplier effects of earlier investments, and now that investors have 
become familiar with the opportunities that exist in the running of Hungarian enterprises and companies, 
the time has come to make investments that increase efficiency and realize strategic goals. (To use the 
categories o fDunn ing s well-known eclectic investment theory.) This can be achieved partly by reinvesting 
profits produced in Hungary, and partly by directing additional resources to the country. 

The quantitative decrease over the past two years is, at the same time, a warning sign. The "dream", 
in which the completion of the privatization process coincided with the official declaration of Hungary's 
membership of the EU, has not come true. Despite this, efforts to finance the current account balance of 
payments deficit using the inflow of foreign direct investment cannot be given up. Maintaining the 
country's capacities for attracting capital must remain one of the fundamental aims of economic policy. 
The positive image that is painted by international comparisons must not obscure the fundamental tasks 
that lie ahead for the national economy. Keeping up Hungary's ability to attract capital should also be an 
integral aspect of the country's accession to the EU - the conclusions are obvious. 

If, so far, the Hungarian national economy - for constantly changing reasons - has been able to attract 
foreign investors without any serious state activity, in the second phase of foreign direct investment 
inflow it will be essential to carry out goal-oriented state and government activities. However, individual 
benefits are not primarily what is needed here. 

It is a professional commonplace - which, on the basis of the experience of developing countries 
has been included in every handbook for decades - that tax benefits will not attract foreign direct 



investment into a country into which capital would otherwise not flow. It is also a fact that in the 
predominantly working-capital importing countries investment support offered to foreign investors has 
been inflated to such an extent that offering such benefits has become almost "compulsory". Investors 
can easily blackmail the government of the target country, claiming that "We are negotiating in three 
countries and have received ten years' exemption from corporate income tax from the governments of 
the other two...". The case of BMW is a good example: they openly declared that if they did not get the 
required tax benefits from the British government - within the EU! - they would relocate their production 
capacities to Hungary. It is hard to tell to what extent such threats can be taken seriously - that is, to what 
extent Hungary will have to be prepared to take such enormous investments - and it is even harder to 
decide what concessions could or should be made to gain such investments... 

In terms of individual concessions - on the basis of international experience - it is more sensible to 
provide support that is related to the real estate required for the investment, such as providing public 
utilities or infrastructure (e.g. service roads). 

In the future, further foreign direct investment should be attracted by the development of the 
educational and vocational training systems, and by the development of infrastructure, especially 
transportation infrastructure, so making the country truly accessible. From this point of view it is extremely 
important to enlarge the country's motorway network as quickly as possible, regardless of how realistic 
the government's recent objectives might be and regardless of the less than encouraging achievements 
in this area so far. It should not be forgotten, however, that the railroads still represent the weakest link 
in the transportation infrastructure "chain". Not to mention the failure to exploit the full capacities of 
water transportation on the Danube Only on such a basis can investment-supporting projects be built, 
aimed at the attraction of well-defined groups of investors to specific regions of Hungary. 

* * * 

Foreign direct investment in Hungary have really played a crucial role in the Hungarian transition 
process have made developmentfrom command economy to market economy fast and effective. 

On the macro-economic level, FDI have played a decisive role in Hungary's integration into the world 
economy, have generated dramatic changes in Hungary's export structure (both in terms of geographical 
orientation and industrial composition), created a practically fully synchronized business cycle with the 
European Union - while Hungary's growth performance is continuously 2 percentage points higher 
than that of the EU. 

On the micro-economic (corporate) level FDI have created real owners and, therefore, promoted the 
development of state of the art management, organizational and marketing skills, have made international 
technical and quality standards spread throughout the whole national economy. 

The main achievement of massive FDI inflows have been the promotion of the guaranty of EU-
conformity as well as the implementation of EU-standards in every sphere of the Hungarian national 
economy. By this way,foreign direct investment played a central role in the preparation of the Hungarian 
economy to the accession into the European Union, that is to achieve the country's first and foremost 
political and economic ambition. 
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