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Introductory remarks

Among the many changes after the Lisbon Treaty, the Treaty on the Functioning of 
the European Union determined (in Article 312) the regulatory means to ensure 
the orderly development of future expenditures through its common budget 

under the new name of the Multiannual Financial Framework (MFF). It was introduced 
in the treaty as the budgetary instrument for the definition of resources and commitments 
necessary to attain agreed EU objectives and policies at least for five years. The first draft 
for the contents of this novel kind of framework was tabled by the European Commission 
on 29 June 2011 as the official proposal for the composition and aims of the common purse 
for the next 7 years (2014–2020) following the current budgetary cycle. It was submitted 
to set off the debate within the Council and the European Parliament. The procedure 
of intense discussion and heavy bargaining is expected to last a long time, with several 
rounds of “battles” before it can come to conclusion by way of an all-embracing agreement 
by the end of 2012.

At the first formal phase of the long way needed to reach that requisite political 
consensus, the national governments of EU Member States need to formulate their 
preliminary positions and comprehensive approaches to the principles, main features and 
priorities of the concept outlined by the European Commission. After the presentation 
of general positions and focuses of interests from national perspectives, the debate is 
going to move into further details through several later rounds of protracted budgetary 
negotiations. In the complex multilevel and multidimensional space of national interests 
and institutional aspirations, the process advances from the level of various working 
groups through the desks of COREPER to Council meetings, which will culminate in an 
EU summit at the final stage of decisions.

During the opening phase, the principal features and general preferences are discussed 
that reveal the divisions and contesting expectations as the ground for the formation 
of coalitions among Member States. The major preliminary issues concern the aims, 
resources and structural allocation of financial means. With regard to these central and 
initial questions of the shaping the contours of the MFF, the Hungarian government can 
be expected to engage in the unfolding budgetary debate from the following positions 
concerning the general aspects and some major policy areas of particular interest to the 
country.
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General consIderatIons of the mff

Aims, Means and Principles

On the basis of official and public reactions to the Commission’s vision of the 
forthcoming EU budget, the Hungarian government generally endorses the 
overall principles of the MFF proposal, which stresses simplified implementation, 

conditionality and enhanced reliance on innovative uses and forms of financial means. 
On a closer look, Hungarian support for conditionality is more limited, with particular 
reservations maintained for the so-called “structural conditionality” attaching the 
availability of future EU budgetary resources to economic aims announced in national 
economic reform packages.

With regard to the reliance on innovative or adaptive financial tools, these are not 
expected to supplant community resources, but rather play an additional role in the 
implementation of common policies. Hungary can be expected to enlist its support for the 
more extensive use of these budgetary means if it will not result in the effective reduction 
of the comprehensive financial blanket to cover the costs of these policies within and 
outside the Union in the given financial period.

In the evaluation of the overall sum planned in the MFF for the years between 2014 
and 2020, Hungary continues to represent the view that the multi-year EU budget should 
be determined and driven by the agreed policy objectives. The Hungarian government 
considers the proposed aggregate amount to be the realistic and necessary minimal 
number under the foreseeable conditions of national budgetary restrictions and the 
demands of financial crisis management. With regard to the current level of expenditures 
and foreseeable needs of sustained redistribution to stimulate growth and development, 
it is perceived that any sizeable trimming of the planned budget would undermine the 
financial feasibility of many common policies.

In terms of the temporal dimension of the MFF, Hungary deems the time frame of 
7 years appropriate and sufficiently long to determine and accomplish medium-term 
development objectives at a national level in accordance with the common priorities 
and policies of the entire Union financed through the allocation of resources from its 
budget. On the back of the experience of two previous budgetary periods of the same 
length, the familiar rhythm of financial cycles is expected to be helpful in planning and 
implementation at a national level.

Although the proposed composition and structure of the MFF is generally regarded 
as agreeable, the Hungarian government objects to the absence of a separate subchapter 
for the resources assigned to cohesion policy. A firm place and clear dedication of these 
resources to the enhancement of internal EU economic and social cohesion is seen as the 
structural guarantee of the inclusion and preservation of necessary means in the budget 
of the Union for sustained efforts at the reduction of inequalities within and between 
Member States.
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With regard to the applied method and results of GNI and GDP prognoses underlying 
the calculations of the budget proposal, the Hungarian government disagrees with the 
conclusions outlined by the European Commission for the 2014–2020 period and is going 
to seek the clarification of the reasons for divergent economic forecasts.

Resources and Rebates

In the light of suggested alterations, Hungary continues to support the preservation of 
traditional own resources (TOR) as genuine sources of income collected by the Union 
with important symbolic value as the benefit of one of the first truly common policies, 

which reduces, even if only to a limited degree, national contributions to the central EU 
budget. Novel means for the generation of further own resources cannot receive Hungarian 
support – and most probably the same applies to other Member States – before a detailed 
discussion of any proposal to this effect.

The Hungarian government has indicated that it will stand behind the initiative to 
eliminate the VAT-based component from the range of resources. In its evaluation, the 
administration of the VAT-related budgetary contribution is too complicated and costly 
in comparison to its added value and weight on the resources side. Hungary favours the 
removal of the VAT element from the accumulation of financial intakes with a view to 
expected benefits of reduced administrative burdens on national budgets and improved 
transparency of EU incomes.

In line with these considerations, the Hungarian government will not endorse the 
possible introduction of VAT at the level of the European Union (“EU VAT”) if its 
collection and control can be predicted to result in additional administrative expenses for 
Member States. Apart from the administrative and financial consequences, the Hungarian 
government is going to oppose the adoption of EU VAT that may actually or potentially 
curtail national competences in taxation even if the new EU-wide tax could partly 
substitute for, and thereby decrease, the amount of national contributions and ameliorate 
the net positions of Member States.

The budget proposal from the Commission recommends the introduction of another 
possible new solution to collect revenue at the level of the EU in the form of financial 
transaction tax (FTT). It is envisaged that this will complement the existing range of 
the Union’s own resources. The concept offered in the MFF on this additional source 
for boosting the EU budget has been elaborated in the recent legislative proposal of the 
Commission that draws up the scope, envisaged impact and normative contours of this 
option. Even before its discussion in the Council, it is predicted that this will be received 
favourably by most Member States if the FTT can deliver the presumable benefit of 
diminished national contributions to the MFF and generate a reliable resource of its own 
for the Union as a whole. Similarly to other members, Hungary will not take a definitive 
stance on the proposed instrument to impose the FTT without the examination of its impact 
on Hungarian financial positions and contributions to the EU budget. Nevertheless, the 
underlying principle of the initiative – equitable and assured contribution of the financial 
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sector to the costs of economic recovery and macroeconomic stabilisation – certainly 
enjoys the full support of the Hungarian government, as already demonstrated by its own 
practice.

Hungary concurs with several EU Member States in expressing the view that the 
system of rebates needs a thorough overhaul. The current complex mechanism of national 
rebates to various Member States markedly blurs the transparency of the resource side of 
the common EU budget and raises divisive issues of fairness in the redistributive process 
within the Union. Fundamentally, Hungary does not wish to foster any form of rebates but 
accepts that realistically it will not disappear. A new simplified and unified system with 
lump-sum rebates would already offer an improved and more agreeable version.

some major Issues of contentIon In PolIcy areas
of sPecIfIc ImPortance for hunGary

Economic and Social Cohesion

It has been made clear by official comments of the Hungarian government that it regrets 
to find that the MFF proposal clearly identifies cohesion policy as a potential slice of 
the budget from where resources can be shifted to other chapters and purposes. The 

proposal from the European Commission suggests financing other policy objectives and 
possibly additional tasks at the expense of means to be dedicated to structural development 
within Member States. The envisaged shift among policy aims is perceived by Hungary 
to have a detrimental effect on financial tools to be spent on the implementation of 
convergence objectives. Any rearrangement that significantly alters the proportion and 
weight of resources assigned to the development of convergence regions will certainly not 
be agreeable for Hungary.

Another point of contention with regard to the financial tools for cohesion policy can be 
expected to emerge in the proposed radically lower maximum extent or level (“capping”) of 
allocated resources for Member States. Beyond the objection to its reduction as a matter of 
principle, the calculation and determination of a new limitation (capping) defined in terms 
of a given percentage (2.5%) of GNI is particularly unfavourable for Hungary, because the 
GNI of the country has lagged behind the GDP indicator in recent years. As contained in 
the MFF proposal, the prospect of this sort of new ceiling on allocation appears plainly to 
be in conflict with significant Hungarian interests and is therefore deemed unacceptable 
for this reason.

Within the remit of proposed changes in cohesion policy, Hungary also opposes 
the idea that future available resources should be disbursed only on a limited number 
of priorities laid down in the EU2020 Strategy. In areas qualified as “competitiveness 
regions” in the classification of regions for the purposes of EU structural funds, it is quite 
likely to mean that almost all applicable financial means of cohesion policy ought to be 
used for the priorities determined by the European Commission and not by the Hungarian 
national authorities.
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In concordance with many other Member States, the foreseeable Hungarian position 
will not endorse the proposed separation of 5% of the cohesion budget of each Member 
State in a designated reserve fund (“performance reserve”) for later reallocation among 
members in the light of the results of their mid-term performance evaluation. Without an 
agreed methodology and appropriate capacity to carry out the related tasks, the European 
Commission cannot be expected to produce objective evaluations, only assessments on 
the basis of national absorption performances. The Hungarian government will probably 
remain rather reluctant to accept the linkage of cohesion policy resources to other policy 
aims and programmes without direct correlation between their implementation and their 
achievements.

European Infrastructure Development

The establishment of the proposed new infrastructure development fund (Connecting 
Europe Facility) will probably generate serious debate among Member States. In 
line with its previous responses to similar ideas, Hungary declines the creation 

of a separate reservoir of resources for this kind of purpose. The formation of a new 
fund is considered by Hungary to be an indication of undesirable tendencies towards 
“sectoralization” which, in this case, could undermine the consistency and implementation 
of more comprehensive aims and regional development programmes of cohesion policy. 
The detachment of infrastructure development programmes and projects from cohesion 
policy would fundamentally alter the conditions of access to the resources contained in 
the fund. Although several details remain to be seen, Hungary is wary of the separation of 
the proposed fund for two reasons: its resources are not directly allocated and the share of 
available resources from the fund for co-financing will be lower than those possibly made 
available through cohesion funds.

Common Agricultural Policy

Reinforcing its sustained position, Hungary strongly opposes the reduction in the 
overall amount of the Common Agricultural Policy (CAP) in the new multiannual 
budget framework. As one of the main beneficiaries, Hungary regards the 

preservation of agricultural payments as a clear priority in the composition and allocation 
of the next EU budget. Consequently, the envisaged decrease in the real value of CAP 
payments contravenes this aspiration and emerges as one of the outstanding central issues 
for Hungary in the coming complex negotiations about the final shape and content of the 
MFF.

The Hungarian government has also been consistent in its position with regard to 
the contentious practice of direct payments as one of the main instruments of the CAP. 
It lays strong and sustained emphasis on the preservation of the size and value of this 



component within the CAP chapter of the next EU budget as well. The most important 
proposed change to the straightforward transfer of financial means to farmers would come 
with the proposed introduction of “environmental conditionality” into the system of direct 
payments. Despite the respectable intentions underlying the proposed greening of CAP, 
it may have the effect of making access to budgetary resources more complicated and 
more costly. Mindful of this undesirable possibility, Hungary can only be convinced to 
stand by the transformation of the current vehicle of direct support for farmers into a 
more environmentally friendly and climate-oriented policy instrument as long as it will 
not give rise to more bureaucratic procedures, and it will reflect the reconciliation of 
ecological and economic interests of the population living off the land with those of the 
broader public.

concludInG observatIon

The Hungarian government takes a deliberative position on the issues perceived as 
the most relevant to crucial Hungarian interests. Its overall approach can be best 
characterised as reformist on certain issues, but conscious and cautious about the 

consequences of budgetary reforms in practice. The most important preferences concern 
the preservation of the level of EU resources for Hungary and sustained national influence 
over their use. Similarly to the general attitude of most Member States, endorsement of 
innovative solutions and changes in the MFF can be expected from Budapest as long as 
the predictable costs and consequences of such reforms for the Hungarian net position and 
governmental discretion remain at an acceptable level.
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