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EU FUNDS BOOST  
LOCAL ECONOMY, ATTRACT FDI
Hungary has unquestionably been a beneficiary of membership of the 
European Union in many ways. Beyond enabling its citizens to move 
freely in the EU28 — as well as to work and live there — the country 
has called down a spectacular amount of funding. This has not only 
boosted the local economy, but also helped attract other foreign direct 
investment (FDI), experts tell the Budapest Business Journal.

By Christian Keszthelyi 

The current 2014-2020 EU funding cycle is expected to be much 
stronger than the previous one was . Up to 2020, Hungary 
has development funds worth HUF 12 trillion at its disposal, 
Nándor Csepreghy, Parliamentary State Secretary of the Prime 
Minister’s Office told the Business Development Committee of 
Parliament in June .  

Per capita, that breaks down to approximately HUF 712,000 forints 
for every Hungarian citizen by the end of the cycle, compared to HUF 
650,000 in the 2007-13 program, he added . Csepreghy noted that the 
government aims to use 60% of the allocation for developing the 
economy in order to establish a development policy that serves the 
interests of the players in the local economy .  

The state secretary, using what could hardly be termed as 
unexpected rhetoric, criticized the earlier socialist government for 
its low usage of grants in the initial period of the previous cycle .

Csepreghy pointed out that while in the previous period initially HUF 
7 .1 tln-worth of proposals were launched, after Fidesz came to 
power in 2010, the current government had boosted that to HUF 9 .312 
tln during the same cycle . In terms of actual awards, the socialists 
had disbursed HUF 2 .943 tln, a figure the current government raised 
to HUF 5 .689 tln during the same fiscal cycle .  

Compared to other Visegrad Four countries, Hungary did 
outstandingly well in terms of grant usage . In the previous 
funding cycle, Poland used 72 .2% of the total allocation placed 
at its disposal, Slovakia was only marginally better at 73 .6%, 
while Czech Republic scored better still at 82% . Hungary used 
104% of the available grants .  

MANIFOLD BENEFIT 
“Being part of the EU obviously results in favorable effects 
on Hungarian growth via many channels, including enhanced 
trade-integration and higher FDI . However, the exact impact 
on the latter cannot be precisely estimated,” the European 
Commission’s Representation in Hungary said in answer to a 
Budapest Business Journal question .

Still, funds allocated to Hungary by the European Union are seen as 
contributing to the FDI of the country as well . “Hungary benefits from 
the EU membership in multiple levels,” Barbara Koncz, director at 
PwC Hungary’s Tax and Legal Services, tells the BBJ .  

“Foreign direct investments improve the general standards 
of technology as investors implement the same (or a similar) 
type of business operation as it operates in a foreign country . 
Therefore, the EU also supports these projects by providing 
direct funds to subsidize regional convergence,” Koncz says, 
highlighting that the competitiveness of the country increased 
dramatically throughout the past ten years . 

Additionally, in the 2014-20 funding cycle, Hungary has been 
doing well, once again . “In the implementation progress Hungary 
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performs outstandingly, as 67,2% of the budget has been allocated 
to the selected projects (EUR 19 .9 billion) and 7 .2% has been already 
spent (EUR 2 .1 bln),” she says, citing statistics made public by the 
European Commission .  

Hungary will benefit from EUR 25 bln of European structural and 
investment funds (ESIF) over the 2014-20 period, the EC’s Hungarian 
representation says . In the previous cycle, total support from the 
European Regional Development Fund (ERDF) and the Cohesion 
Fund amounted to EUR 21 bln, the EC adds .

“For the sake of clarity, we note that this latter amount (i .e . EUR 21 
bln) only includes ERDF and Cohesion funding, whereas the EUR 
25 billion for the 2014-2020 period includes also financing from 
the ESF (European Social Fund), Youth Employment Guarantee 
Fund, EAFRD (Agricultural Fund) and EMFF (European Maritime 
and Fisheries Fund) in addition to ERDF and the Cohesion Fund,” 
the EC’s Representation in Hungary told the BBJ via email . 

UNCERTAIN NEXT CYCLE 
Hungary, like all the EU states in the region, should certainly make 
the most of the funds available in this cycle, as nobody knows with 
any great certainty what the future will bring .

“After 2020, a new programming period will begin in 2021  
with a new budget and new regulations . Various news comes 
out regarding the new framework, but actually it is not  
decided yet what is going to happen . It is not predictable  
how Brexit and advancing regional development will influence 
the budget,” Koncz notes .

However, it seems unlikely the money tap 
will be turned off altogether . Koncz tells the 
BBJ that “as far as subsidies are concerned, 
we have to distinguish between EU — or 
partially EU — funded and government 
funded subsidies .” She adds that with the 
next cycle starting 2021, it is probable that 
high added value projects (R&D) will still be 
subsidized, so EU funds could still boost the 
Hungarian economy further in the future . 

Koncz sees a probability of cash subsidies 
being replaced by other financing tools such 
as interest-free loans or venture capital funds 
that large enterprises would tap to fuel FDI .  

“The majority of large enterprises investing 
in Hungary are requesting VIP cash subsidies 
decided and funded by the Hungarian 
government,” Koncz says .

“The conditions applicable to these 
subsidies depend on the regional 
aid map reflecting the volume of the 
underdevelopment in each region . The 
conditions, and maximum thresholds are 
going to change, but there is limited risk 
that it will be 0% in Hungary everywhere . 
Thus, large enterprises will still be 
attracted to invest in Hungary, but will 
probably have to count with stronger 
commitments and lower intensity rates,” 
she concludes . 

“Being part of the EU obviously 
results in favorable effects on 
Hungarian growth via many 

channels, including enhanced 
trade-integration and higher FDI. 
However, the exact impact on 
the latter cannot be precisely 

estimated.”
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