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Hungary before the elections: assessing foreign policy achievements
By Márton Ugrósdy

Introduction
The foreign policy of Hungary has been
extensively covered in various press outlets
ever since the second government of Prime
Minister Viktor Orbán took power in 2010.
Regardless of international criticism, foreign
policy was instrumental in getting the
Hungarian economy back on its feet after the
2009 collapse by expanding trade ties and
attracting new foreign investments to provide
jobs for hundreds of thousands of Hungarians.
The ‘Hungary First’ approach naturally
provoked criticism, especially as some major
foreign companies’ interests were hurt in the
reorganization of the Hungarian economy, and
sweeping legislative changes were tearing
apart old networks, business lobbies and
interest groups.
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In the following article, a short overview of
Hungarian foreign policy based on numbers
will be presented. Arguing that it is rather
trade and investment and not high-level visits
or European Parliament hearings that drive
Hungarian foreign policy, we will show how
the international priorities of Hungary has
changed since 2010.

The economic argument
One of the major changes after the third Orbán
government was inaugurated in 2014 was the
renaming of the Ministry for Foreign Affairs to
Ministry for Foreign Affairs and Trade, and at
the same time centralizing foreign trade
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infrastructure to promote Hungarian exports,
attract foreign direct investment to provide
jobs for Hungarians, and boost the
performance of the Hungarian economy.

Looking at the major trading
partners, Germany emerges as
the most important destination,
followed by some other Central
European countries. In 2017,
26.4 percent of Hungarian
imports came from, and 27.2
percent of Hungarian exports
went to Germany.

The change sparked criticisms from
old-fashioned career diplomats, but four years
after these changes the numbers justify the
decision of the government. If we look at trade
statistics, there has been a steady growth of
foreign trade, partly because of the favorable
conditions on the world market, but also
because the business and investor-friendly
policies of the Hungarian government which
put special emphasis on deepening existing,
and opening new relationships based on the
Hungarian economic interest. As a result,
Hungarian exports and imports have been
consistently breaking previous records in the
last four years.

Chart 1: Hungarian foreign trade in goods by region
(Data: Central Statistics Of�ice of Hungary)
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Not surprisingly, most of Hungarian exports go
to, and imports come from the European Union.
Hungary has integrated into the economic
structures of the EU with great success, and the
country has especially close relations with
Germany, and some of the neighboring
countries.

Looking at the major trading partners,
Germany emerges as the most important
destination, followed by some other Central
European countries. In 2017, 26.4 percent of
Hungarian imports came from, and 27.2
percent of Hungarian exports went to Germany,
even though a signi�icant part of this is
intra-company trade, mostly in the automotive
sector. All the other partners come with values

a magnitude less than the all-important
Germany, as Romania, which holds the second
place as the top destination for Hungarian
exports account for 5.15 percent, Italy for 5.1
percent and Austria for 4.83 percent. The
Visegrád countries rank 5th (Slovakia), 7th
(Czech Republic) and 8th (Poland). The share
of the Visegrád countries also highlight the
infrastructural challenges Central Europe is
facing, as the 40 million Polish market weighs
less in Hungarian exports than the 5
million-strong Slovakia. Croatia is the 19th
most important export destination for
Hungarian goods, accounting for 1.5 percent of
the total volume.

Chart 2: trade in goods with the top ten export destinations of Hungary
(Data: Central Statistics Of�ice of Hungary)
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Hungary’s position in the EU
Despite the bad press the country has been
receiving about its relationship with the EU,
Hungary remains committed to European
integration, and the most visible sign of that is
the support Budapest is providing to the
European integration of the neighboring
countries, especially on the Western Balkans.
The EU is still popular with the Hungarian
electorate, and neither of the major parties with
a representation in the Parliament are
advocating an exit. As for the relationship of the
Hungarian government and the European
Commission and the Parliament, tensions
sometimes do emerge. All disagreements are
dealt with in the framework of the EU Treaties,
dialogue between Budapest and Brussels is
constant and ongoing. The most visible case of
disagreement was the Hungarian position on
migration and mandatory resettlement quotas.
The Hungarian government used all legal means
to object the decision of the European Council
on the issue, but at the end it accepted the ruling
the European Court of Justice. This shows that
Hungary does play by the rules, even if Budapest
talks about changing the rules sometimes.

Regardless
the
Hungarian
government’s reputation as
EU-sceptic, on many issues
Hungary stands for closer
European cooperation. The four
freedoms, the pillars of the EU are
of unquestionable importance to
Budapest.
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Regardless the Hungarian government’s
reputation as EU-sceptic, on many issues
Hungary stands for closer European
cooperation. The four freedoms, the pillars of
the EU are of unquestionable importance to
Budapest. In common defense the commitment
in shown by Hungary’s participation in PESCO,
signed last November. Hungary has been
pushing for more coordination in the protection
of the EU’s external borders and together with
other V4 countries provided �inancial
assistance to reinforce the Libyan coastguard,
which is instrumental to control illegal
migration along the Mediterranean route, and
thereby easing pressure on Italy and the EU.
The Hungarian government emerged as one of
the polar points in the debate on the future of
the EU. The current government stands for a
strong Europe of strong Member States and
claims that the workings of both the
Commission and the Parliament should be
based on the already existing acquis, and
especially the Lisbon Treaty. As the Juncker
Commission started to move towards high
politics, the Hungarian government reacted
similarly and now considers the EU as a
domestic political issue. Hence it is not a
surprise that Brussels was featured
prominently in many advertisement campaigns
and became an integral ingredient in the
domestic political debate too. Budapest
considers multi-speed Europe an already
existing reality and participation in closer
integration projects will be decided upon
whether they support the national interest, and
if they do, Budapest might take a more
mainstream course in some policy areas.
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The Visegrád Cooperation
The Visegrád Four, which was announced dead
many times is now alive and kicking once again.
Hungary, which holds the rotating presidency
of the regional grouping from July 1, 2017 to
June 30, 2018 puts special emphasis on raising
– or rather maintaining – the visibility of the V4
in Brussels and beyond. The enlargement of the
V4 is not on the agenda at all, but the V4+
format, which is the most �lexible way to engage
outside partners has been used frequently by
the Hungarian government to attract high-level
visitors to Budapest for various summits. After
hosting President Sisi of Egypt and Prime
Minister Netanyahu of Israel already in July
2017, many partners came to Hungary to meet
the V4, the latest ones being the foreign
ministers of Central Asia, and the Minister of
Foreign Affairs of Australia. On lower levels, the
V4+ format is also used, for example there have
been meetings between the V4 and Benelux
policy planners, as well as the MFA Political
Directors of the V4 and the USA. Civil society
contacts, expert dialogues and even concerts
are paving the way for further cooperation on
the people-to-people level as well.

The coordination of the V4 on
various EU issues is constant
and ongoing. On issues where
there is common interest, the
four countries join forces. The
V4 is primarily an example of
intra-EU coalition building.
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Substantially, the coordination of the V4 on
various EU issues is constant and ongoing. On
issues where there is common interest, the four
countries join forces. The V4 is primarily an
example of intra-EU coalition building, as the
voting rules in the European Council is
changing in the favor of the larger Member
States. Flexible coalitions will be the way to go
for smaller MSs, and the V4 can offer a model of
cooperation for other stakeholders as well.
Relations with the great powers
Even though no ink has been spared to describe
the relationship of Hungary with the Unites
States, Russia and China in the last couple of
years, these ‘great powers’ are not so important
to Hungary as trade partners as the press
coverage would suggest. Trade has been mostly
expanding with both China and the US, while
trade with Russia has been obviously suffering
from the sanctions and countersanctions
enacted after the illegal annexation of Crimea
and the outbreak of the war in Eastern Ukraine.
High-pro�ile visits (or the lack of them) are
keeping journalists and commentators busy,
but, it is mostly the economic relationship that
really counts.
United States

The Hungarian-American relationship can be
broken down into three main categories:
military, economic and political relations.
Military cooperation has always been excellent:
ever since Hungary joined NATO in 1999.
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Furthermore, Hungary does punch above its
weight when it comes to participation in
international peacekeeping missions, as
Budapest aims to maintain a 1,000-soldier
strong presence in foreign missions, from
Bosnia through Kosovo to Iraq, Afghanistan and
the Central African Republic. The cooperation
between the Ohio National Guard and
Hungarian Armed Forces in the framework of
the State Partnership Program has been strong
and enduring for decades. Hungary has pledged
to raise its defense spending to 2 percent of GDP
by 2016, as required by the 2014 Wales
Commitments. Hungarian troops have been
training in the Baltic States as part of the V4
Battle Group displaying solidarity and
reinforcing NATO’s Eastern Flank. Hungary has
been part of the Baltic Air Policing mission,
which was the �irst foreign deployment of the
Hungarian Air Force since the end of WWII.
These commitments and tangible results clearly
show the reliability of Hungary as a NATO ally,
and this is appreciated by the US government.

The political relationship was
marked with volatility in the last
few years. The current expectation
from the Hungarian government’s
side is that the ideological
approach of the previous
administration will be replaced by
pragmatic cooperation under the
current one.
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As for economic relations, the US is the
second largest foreign investor in Hungary,
American companies are providing jobs for
over 100,000 people in the country. Trade has
been growing constantly, and even though
imports from the US despite of the continuous
growths of the last four years are the smallest
from the three big players, Hungarian exports
to the US are larger than the ones going to
China and Russia. The United States ranks
11th in the list of the largest export markets
of Hungary.
The political relationship was marked with
volatility in the last few years. The current
expectation
from
the
Hungarian
government’s side is that the ideological
approach of the previous administration will
be replaced by pragmatic cooperation under
the current one. Bilateral relations have been
picking up steam recently, and there is good
hope that on some substantial questions, like
the stabilization of the Western Balkans or
resolving issues with Ukraine, the United
States might play a more active role in the
future, which can augment Hungarian efforts
in these regions.
Russian Federation

The image of Hungary’s relationship with
Russia became hostage to the stiffening
Western approach vis-á-vis Moscow after the
illegal annexation of the Crimea and the
outbreak of the war in Eastern Ukraine.
Budapest was often depicted as a ‘Trojan
Horse’ of Russian President Vladimir Putin
and his regime to discredit Hungarian
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arguments and interests for domestic political
reasons, marginalize Hungarian interests in
the EU, and some neighboring countries also
used this opportunity depict Hungary as an
unreliable NATO ally to promote their own
position within the Alliance. The Hungarian
government made clear that the sanctions
against Russia are hurting the Hungarian
economy (and as Chart 3 shows both exports
and imports were decreasing steadily before a
rebound in 2017), but it never questioned
NATO solidarity on the Eastern Flank, and
always voted to maintain the sanctions in the
European Council.

The aggressive moves of Russia
against Ukraine and the ensuing
Western reactions made the whole
contract look very unfortunate.
The European Commission raised
concerns whether the Paks
enlargement is in line with
European regulations, but all of
the questions were resolved.

The bilateral relationship rests upon energy
dependence. In natural gas, Russia is still
almost a monopoly supplier, even though
Hungary – with EU assistance – invested
heavily in interconnecting infrastructure.
New pipelines and reverse �low capacities
were built to connect Hungary to Slovakia
(new pipeline), Ukraine (reverse), Romania
(new pipeline), Serbia (reverse) and Croatia
as well. Developments in the regional LNG
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market and the discovery of natural gas
supplies in Romanian offshore �ields put
Hungary in a better position to cash in on
recent investments and seek new alternatives
to Russian pipeline gas. Another question is
the future of the Paks Nuclear Power Plant,
which was originally built using Soviet
technology in the 1980s, and it is currently
producing 40 percent of electricity consumed
in the country. As the VVER-440 reactors are
approaching the end of their lifecycle,
replacement had to be found to prevent
electricity shortages and underpin energy
security. A decision was made by the

Hungarian Parliament in 2009 to prolong the
operational life of Paks, and in late 2013
(before the Crimea annexation) a deal was
reached with Russia that it will build new
reactors to keep Paks running into the 2050s
and possibly beyond. However, the aggressive
moves of Russia against Ukraine and the
ensuing Western reactions made the whole
contract look very unfortunate. The
European Commission raised concerns
whether the Paks enlargement is in line with
European regulations, but all of the questions
were resolved and most recently, Western
companies (most notably Siemens and
General Electric) got involved in the building
process, and as a result Western criticism
decreased as well.
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Chart 3: trade in goods with the “great powers”
(Data: Central Statistics Of�ice of Hungary)

People’s Republic of China
China is clearly the most important Asian
trading partner of Hungary, even though we
have been running a large trade de�icit for
decades. Trade with China has been expanding
steadily in the last four years, largely surpassing
our bilateral trade with both Japan and South
Korea, the second and third most important
partner from Asia. Looking at imports, China is
clearly the most important trading partner out
of the three big players, but when it comes to
exports, the United States is still the largest
partner, with China catching up quickly.
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All Central European countries
are competing to be the
terminus of the Belt and Road
Initiative, and the Chinese tell
everyone that they will be it, but
apart from this, Central Europe
will not be featured high on the
Chinese agenda.
Political efforts from Beijing to court Central
European states are channeled through the
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16+1 initiative, which held its last summit in
Budapest in November 2017. Plans are being
drafted to modernize the Belgrade-Budapest
railway line, which could be used to ship
products from the Chinese-owned port of
Piraeus in Greece to Germany and Western
European markets through the Balkans to cut
delivery times. China continues to invest in
Hungary, even though their commitment is still
lower than those of Japan and South Korea. The
relationship between Budapest and Beijing is
based – like the one of Budapest and Moscow –
on economic interest, without any political
sympathies. Unlike in the case of the United
States, where Hungary is tied to Washington by
institutional ties (NATO membership); and
Russia, where Hungary is at the moment still
dependent on natural gas supplies coming
from the East; no such binding factor is
connecting Hungary to China on such a scale.
Obviously, all Central European countries are
competing to be the terminus of the Belt and
Road Initiative, and the Chinese tell everyone
that they will be it, but apart from this, Central
Europe will not be featured high on the Chinese
agenda as Beijing is mostly focused on its
immediate neighborhood and on securing its
trading infrastructure to lucrative Western
markets. Central Europe just happens to be in
the way between.
Conclusions
Domestic political considerations aside, the
Hungarian government made signi�icant
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efforts to boost trade and exports and attract
foreign direct investment to grow the job
market and increase tax revenues. The
business-friendly approach, which is also
visible in the low corporate tax rate, low
income tax and a one-stop-shop administrative
support mechanism for prospective investors
made exports grow steadily to record levels
after 2014, and even before that.

In the political arena, Hungary may appear as a
more in�luential player in the EU than its
economic weight might justify, but the
Hungarian position which wants to see
stronger Member States is not unique within
the EU. Despite the liberal-federalist criticism,
Hungary is not EU-sceptic in many policy areas,
most notably common defense, the
enhancement of the Single Market, common
border protection and JHA, as well as the
Digital Single market or ENP. In some other
cases, where the national interest is not in
closer European cooperation, obviously
Budapest is not so enthusiastic about pooling
even more sovereignty. The Hungarian position
may have been a bit louder in the last few years,
but substantially, it is not so much different
from the other countries which are not
supporting the federalist ideas of some
European leaders.
Europe dominates Hungarian foreign trade as
more than 80 percent of Hungarian exports go
to the European Union. This piece of data also
shows why any rumor about a Hungarian exit
from the EU is nonsense. Budapest made
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efforts to diversify the geographical focus of its
trade relationships, and in some dimensions,
most notably in the case of China these efforts
were rewarded with tangible results. In some
other relations, and especially in the case of
Russia numbers are not so encouraging, but
this is because of the sanctions and the
counter-sanctions. Overall, as displayed in
Chart 1, we have seen record-breaking years in
Hungarian foreign trade.

Márton Ugrósdy is the deputy director for
strategy at the Institute for Foreign Affairs and
Trade in Budapest.
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represent an of�icial position of the Institute for
Development and International Relations or of
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