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Abstract: This policy brief attempts to outline some of the main goals and 
challenges shaping energy policy in Hungary. After providing an overview of the 
Hungarian energy mix, it examines three strategic energy policy challenges in detail. 
These are Hungary’s dependence on (primarily Russian) energy imports, the role of 
nuclear energy in light of the Paks project, along with the impacts of climate change 
over the long-term. Finally, the brief looks at the specific security-related concerns 
raised by these dilemmas, ranging from the geopolitical dynamics of Central Europe 
to the emergence of new security concerns, such as the cyber security of critical 
energy infrastructure.

Összefoglalás: A jelen elemzés célja a magyar energiapolitikát érintő legfonto-
sabb célkitűzések és kihívások ismertetése. Először röviden bemutatja a magyar 
energiamix összetételének alakulását, majd három, a magyar energiastratégia 
szempontjából kulcsfontosságú kérdésre fókuszál: az energiafüggőségre (főként 
az orosz földgázimport kapcsán), az atomenergia jövőbeni szerepére, valamint 
a klímaváltozás által hosszú távon felvetett kihívásokra. Végezetül kitér a magyar 
energiastratégia biztonsági vetületeire is, legyen szó akár a közép-európai térség 
geopolitikai helyzetéről, akár olyan új típusú biztonsági fenyegetésekről, mint az 
energetikai infrastruktúra kibervédelme.

INTRODUCTION

Decisions about energy and climate policy are always shaped by myriad 
political, economic, societal, security-related and environmental concerns. 
The multi-faceted nature of energy policy is particularly apparent in the 

case of Central Europe, where the source of our energy imports, our ties to regional 
players and the role of Russia in the European energy mix are sensitive topics in 
domestic and foreign policy alike.

This analysis attempts to present a big-picture view of the most pressing 
energy-related issues in Hungarian decision-making of recent years. It does so by 
first providing an overview of Hungary’s energy mix, and then by exploring three 
fundamental strategic dilemmas of Hungarian energy policy, namely (1) energy 
import dependence, (2) the role of nuclear energy, along with (3) the effects of 
climate change. Finally, the policy brief will also touch upon the specific security 
implications of energy and climate developments in Hungary.1

1 This policy brief is loosely based on a presentation delivered at the Civil–Military Interaction 
seminar organized by NATO’s Multinational Corps North-East in Budapest on March 20, 2018.
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OVERVIEW OF HUNGARY’S ENERGY MIX

As a small, land-locked Central European country with relatively unsubstantial 
amounts of domestic energy sources, the options facing Hungarian energy 
policy are often limited by external factors. The lack of, say, large-scale inland 

fossil fuel reserves or access to the sea strengthen the role of regional cooperation 
in energy matters. Social constraints, such as demand for reliable and secure energy 
supply or the need to combat energy poverty, also shape the outlook.

Traditional thinking on energy policy tends to illustrate these different factors 
through the use of the so-called “energy trilemma”, a triangle where each corner 
represents a different strategic priority. This is also a useful tool to offer an overview 
of Hungary’s main energy policy goals.

Figure 1
Strategic Priorities of Energy Policy

The first strategic priority is supply security, meaning the ability of the government 
and/or the market to ensure adequate access to energy and its products (i.e. 
electricity) at any given moment in time. In the case of Central Europe, this of course 
ties in to the role of Russian crude oil and natural gas exports to the region, and 
the implications of potential Russian leverage over domestic politics and business. 
Achieving supply security can imply both the diversification of energy import routes 
(i.e. through the construction of new pipelines or a liquefied natural gas (LNG) 
terminal), or the diversification of the energy sources we use (i.e. a greater reliance 
on nuclear or renewable energy to the detriment of natural gas).

The second strategic priority presented by the “energy trilemma” is affordability. 
Competitive energy prices are important both to combat poverty on a social level as 
well as to support domestic economic growth. In the case of Hungary, social factors 
are high on the policy agenda, with around 15% of the population living below the 
poverty line. The Orbán government’s decision to cut household energy utility costs 
on several occasions since 2012–2013 is a major policy achievement in this regard.
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The third strategic priority is environmental sustainability, and correlates 
to the fight against climate change. Although this may seem a long-term and 
therefore perhaps less pressing concern, mitigating and adapting to the effects of 
anthropogenic global warming are fast emerging as fundamental global challenges. 
As a member of the European Union, Hungary is also bound by the EU’s ambitious 
climate regulations, which somewhat limits our room for maneuver in energy affairs.

The reason these three strategic priorities are presented as a triangle is because 
conventional wisdom holds that only two of the three goals can be simultaneously 
achieved. For instance, secure and environmentally sustainable forms of energy are 
always an option, but they tend to cost the most. On the other hand, greater use of 
certain heavily polluting energy sources (i.e. coal) may help ensure supply security 
and come at a cheap cost, but could cause serious environmental harm over the 
long run. The trilemma therefore refers to the trade-off between these different 
priorities.

The legal framework for Hungarian energy policy is the “National Energy Strategy 
2030” document, which was published by the Ministry of National Development in 
2012. In line with the energy trilemma outlined above, its three stated goals are 
guaranteeing supply security, improving the competitiveness of the Hungarian 
economy, along with a paradigm shift in energy use and efficiency for environmental 
benefits.

To translate all the above into specific figures, it is worthwhile to take a look at 
the composition of Hungary’s energy mix, as summarized below. The key takeaway 
in the case of total primary energy supply (TPES) is that is predominantly fossil-fuel 
based, with natural gas, crude oil and coal accounting for roughly two-thirds of the 
energy mix. However, if we look specifically at the role of different fuels in electricity 
generation, the fundamental role of nuclear power generation becomes clear.

Figure 2
Total Primary Energy Supply (TPES) in Hungary

http://2010-2014.kormany.hu/download/7/d7/70000/Hungarian Energy Strategy 2030.pdf
http://2010-2014.kormany.hu/download/7/d7/70000/Hungarian Energy Strategy 2030.pdf
https://www.iea.org/publications/freepublications/publication/EnergyPoliciesofIEACountriesHungary2017Review.pdf
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Figure 3
Fuel Shares in Hungarian Electricity Generation

STRATEGIC DILEMMAS OF
HUNGARIAN ENERGY POLICY

The following section aims to highlight three of the most topical issues of 
Hungarian energy policy, namely energy import dependence, the role of 
nuclear energy, and mitigation/adaptation vis-à-vis climate change. The logic 

behind the choice of these three specific questions was their political impact in both 
the domestic and foreign realms, as well as their long-term effects on the energy 
landscape in Central Europe.

EnErgy Import DEpEnDEncE

When speaking about energy politics in Central Europe, the topic of Russian 
energy imports is usually the first to come to mind. This highly sensitive 
issue became the center of attention particularly after the gas crises of 

2006 and 2009. The question of natural gas imports has always been more thorny 
than that of oil, since natural gas pipelines create linear dependencies, whereas 
the market for crude oil is much more global in nature. According to data from the 
International Energy Agency (IEA), Hungary imported approx. 8.6 billion cubic meters 
(bcm) of natural gas in 2016, of which 95% came from Russia based on a long-
term gas supply contract. (This in itself is not necessarily a problem, considering 
that Russia is generally seen as a fairly reliable supplier. Rather, the goal would be 
to ensure that Gazprom adheres to more flexible, market-based and transparent 
pricing towards its Central European customers.)

Despite these bleak figures on import dependence, much progress has been 
made in both Hungary and the wider region to combat import dependence. 

https://www.iea.org/publications/freepublications/publication/EnergyPoliciesofIEACountriesHungary2017Review.pdf
https://www.oxfordenergy.org/wpcms/wp-content/uploads/2010/11/NG27-TheRussoUkrainianGasDisputeofJanuary2009AComprehensiveAssessment-JonathanSternSimonPiraniKatjaYafimava-2009.pdf
https://www.iea.org/media/countries/Hungary.pdf
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Some of these changes are a result of structural shifts in the international energy 
landscape: decreasing global commodity prices and the growing prominence of 
liquefied natural gas (LNG) have weakened the monopolies of major exporters. 
In addition, the construction plans for the Nord Stream 2 pipeline, meant to carry 
Russian natural gas to Germany, also have significant implications for our region. 
Nord Stream 2 essentially circumvents Ukrainian gas transit routes, redrawing the 
geopolitical map of the region.

In fact, the announcement over Nord Stream 2 may be considered a turning point, 
insofar as it forced the countries of Central Europe to reassess their energy plans. 
As a result, several major regional integration projects have been launched over the 
past few years. Their main goal is to promote greater infrastructural and regulatory 
coordination among states, as well as to diversify energy imports. The growing 
importance of these regional platforms may be seen as a direct consequence of the 
failed mega-pipeline projects that dominated the headlines just a decade ago, such 
as Nabucco or South Stream, both of which have since been shelved. Regional 
cooperation formats such as the North-South Gas Corridor, the Three Seas Initiative 
or the Central and South Eastern Europe Energy Connectivity (CESEC) project can 
all be mentioned in this regard. Some specific measures and proposed projects 
also aiming to ease energy import dependence in Hungary include:

• Interconnectors: Construction of two-way gas interconnectors linking 
Hungary with the markets of several neighboring countries is underway or 
under negotiation, such as towards Slovakia and Romania.

• Krk LNG facility: The so-called Adria Project involves the construction of an 
LNG regasification terminal at Krk Island in Croatia, subsequently allowing 
for natural gas to be transmitted to Hungary and other regional states. This 
initiative has been on the table for many years now, without much success, 
and is often the victim of turbulent domestic politics in Croatia. Doubts also 
abound about the economic viability of such an endeavor. Nonetheless, the 
Adria Project enjoys strong support from the United States, potentially the 
main source of the natural gas imports reaching the Adriatic.

• ROHU Project: Natural gas from offshore fields in the Romanian section 
of the Black Sea could be exported to Hungary and Austria, and potentially 
even to Slovakia, Serbia and Ukraine. The final investment decision (FID) on 
the project has not yet been made, and will likely be delayed until early 2019. 
In that case, the pipeline would come online around 2022 at the earliest.

• Energy Union: The Energy Union is the European Commission’s framework 
plan for the integration of EU member states’ energy markets to ensure 
secure, affordable and environmentally sustainable energy for all its citizens. 
This includes a number of diverse measures ranging from regulatory steps 
and market integration to improving energy efficiency or investing in clean 
technologies. The creation of this truly liberalized regulatory environment is 
paramount to the success of any regional energy system integration effort.

https://ec.europa.eu/energy/en/topics/energy-strategy-and-energy-union/building-energy-union
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Apart from these political achievements, Hungary enjoys certain inherent 
geographic benefits as well. It is well equipped for underground natural gas storage, 
which can greatly increase supply security. Furthermore, its unique geographic 
location at the crossroads of the Visegrad 4 and the Western Balkans means it 
could play a role as a regional energy infrastructural hub.

rolE of nuclEar EnErgy

The second strategic dilemma of Hungarian energy policy over the past few 
years relates to nuclear energy. As was shown in the previous section, nuclear 
plays a key role in electricity generation. Hungary currently has one nuclear 

plant in operation, the Paks power plant located in south-central Hungary, near the 
Danube River. Its four VVER-440 blocks have been in use since the 1980s, and 
are nearing the end of their lifecycle. Debates over the ways to solve this problem 
have been ongoing for many years, and in 2009 the Hungarian Parliament passed 
a bipartisan decree on the need to build new blocks. In 2014, the Hungarian 
government signed an intergovernmental agreement with Russia on the expansion 
of Paks with two new blocks of a total capacity of 2,400 megawatts (MW). The 
project, undertaken by the Russian company Rosatom, would cost an estimated 
EUR 12.5 bn, of which 80% would be financed via Russian credit.

The news of the bilateral nuclear agreement unleashed a highly polarized 
debate in Hungarian domestic politics. The unfolding arguments often conflated 
the question of whether or not Hungary needs two new nuclear blocks in the first 
place, with the implications of Russian involvement in the project, which remains 
a politically sensitive issue to this day. The overwhelming majority of regulatory 
hurdles surrounding the project at the EU level have since been cleared. The most 
recent development has been the news that Austria and Luxembourg are suing 
the European Commission over its decision to allow the expansion of Paks; their 
argument is based on both environmental concerns as well as claims of illegal state 
aid. According to governmental announcements, construction at Paks is likely to 
begin in 2020, with optimistic forecasts suggesting operations may commence 
already in 2026/2027.

It is outside the remit of this policy brief to assess the domestic political debate 
over the Paks project, or to comment on the role of Russia within it. Nonetheless, 
the issue can still be worth examining from the perspective of energy policy. The 
main arguments in favor of the Paks expansion suggest the project will help reduce 
Hungary’s dependence on energy imports, thereby guaranteeing greater supply 
security. Nuclear energy is much more environmentally sound than the use of fossil 
fuels, and the generated electricity is expected to be relatively cheap in regional 
comparison. On the other hand, many have highlighted the potential dangers of 
undertaking such a complex project, ranging from its orbital costs, the threat of 
Russian technological lock-in, or worries surrounding nuclear safety. Furthermore, 
overcapacity in European electricity markets and the constantly decreasing prices 

http://www.bbc.com/news/world-europe-26072303
https://af.reuters.com/article/africaTech/idAFL5N1QN63E
https://af.reuters.com/article/africaTech/idAFL5N1QN63E
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of renewables mean that ambitious plans to potentially export electricity generated 
at Paks may not come to fruition. The chart below summarizes some of these pros 
and cons.

Figure 4
Industry Arguments in Favor or Against the Paks Expansion

Pros Cons
Security of supply Nuclear safety
Easing import dependence Capital costs
Carbon neutrality Technological lock-in

Cheap electricity Overcapacity of European electricity 
markets

Stability, predictability Falling cost of renewables
Lack of flexibility
Project management constraints
(i.e. delays, cost overruns, etc.)

clImatE changE

The third strategic issue in contemporary Hungarian energy policy is a 
more long-term risk in nature, and relates to efforts to mitigate or adapt 
to anthropogenic global warming. Our EU membership serves as the key 

framework for Hungary’s climate efforts. The EU is undoubtedly among the world’s 
most ambitious entities in the fight against climate change. The EU climate targets 
until 2030 include:

• a 40% reduction in greenhouse gas emissions (compared to 1990 levels);
• at least 27% of EU energy must be generated from renewable sources;
• energy efficiency must be increased by a minimum of 27%;
• 15% of electricity markets must be integrated.

Where does Hungary stand on this trajectory? The official Hungarian renewable 
energy target of 13% by 2020 has already been surpassed: the share of renewables 
in the Hungarian energy mix stood at approx. 14% in 2016. Nonetheless, this target 
remains far below the EU expectations, and the proportion of renewable sources 
has actually decreased slightly in the past few years. The chart below puts the share 
of renewable energy into context in comparison with other EU Member States.

https://ec.europa.eu/clima/policies/strategies/2030_en
http://www.portfolio.hu/en/energy/hungary-meets-2020-energy-target-despite-falling-share-of-renewables.35317.html
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Figure 5
The Share of Energy from Renewable Sources in EU Member States

(as % of gross final energy consumption)

Hungary is geographically well-endowed to benefit from the use of renewable 
sources, be that solar power, biomass or even geothermal energy. On the diplomatic 
front, it is very active within the United Nations climate framework, and was the first 
EU country to ratify the Paris Climate Agreement signed in 2015.

SECURITY CONCERNS

In Central Europe, energy issues are not just a question of economics or 
environmental sustainability; oftentimes they are closely interlinked with security 
considerations and high-stakes politics. This of course holds true for the case 

of Hungary as well. Some of these concerns have already been mentioned. Energy 
supply vulnerability and fears over dependence on Russian fossil fuel exports are 
always at the top of the agenda. Energy-related developments in our region are 
therefore often interlinked with the wider geopolitical dynamics shaping Central 
Europe.

Apart from these traditional security concerns, certain new security challenges 
have emerged over the past decade or so. The first of these relates to the cyber 

http://ec.europa.eu/eurostat/statistics-explained/index.php/Renewable_energy_statistics
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defense of critical energy infrastructure, which requires a completely different 
approach from that of physical security. The second, long-term security risk is that 
of climate change, and the potential social and economic implications that global 
warming may have on overall security in Hungary.

CONCLUSION

As the so-called energy trilemma detailed previously suggests, energy policy 
decision-making is a very complex process. The three strategic dilemmas 
examined in this policy brief (energy import dependence, the outlook for 

nuclear energy and the long-term fight against climate change) are just some 
of the myriad challenges shaping the future of the Hungarian energy mix. The 
fundamental security concern dominating policy-making in both Hungary and 
the wider Central European context remains the question of energy dependence. 
This issue will likely remain high on the political agenda over the medium term. 
Nonetheless, politicians and industry experts alike must also prepare for the new 
security challenges affecting the Hungarian energy sector in the following years, 
such as the need for decarbonization or effective protection against cyber attacks 
on critical infrastructure. All this means that Central European energy policy will 
presumably remain an exciting and vibrant policy field in the decades to come.


