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Compared to Germany’s Relations with  
the Ten New EU Member States
István Kőrösi

Economic relations between Hungary and Germany –  
a few historical milestones

Germany is Hungary’s biggest foreign trade, investment, technology and co-
operation partner. Germany was already Hungary’s major economic partner 
at the time of the political changes and has remained so ever since. Histori-

cally, regular and economically noteworthy Hungarian-German (Hungarian-Bavarian) 
relations go back to the era of St. Stephen of Hungary and his wife Giselle of Bavaria, 
and Henry II, Holy Roman Emperor. From the time of King Louis the Great there are 
documents and data proving that the main export destinations for Hungarian goods 
have always been Austria, North Italy and Bavaria. While Sigismund reigned as Holy 
Roman Emperor and King of Hungary the gold mines of Hungary produced eighty 
percent of Europe’s total gold output, and Hungary was the biggest exporter of gold 
in Europe. The profit from the gold exploited for export landed with the Fuggers, who 
were shrewd enough to rent the mines during the reign of Sigismund, and built their 
financial empire based on the proceeds from this deal. By abolishing internal customs 
duties and applying a mercantile economic policy, Maria Theresa managed to channel 
most Hungarian exports into the provinces under Habsburg rule, but Bavaria contin-
ued to be Hungary’s biggest partner beyond the borders of the empire. The economic 
boom after the Austro-Hungarian Compromise of 1867 boosted new German start-ups 
in Hungary and lead to a lasting expansion of trade between Hungary and Germany. 
After the collapse of the stock exchange and the banking crisis of 1873 in Vienna, trade 
relations suffered a significant setback, and later, in the 1890s, the volume of Hungar-
ian exports suffered due to a protracted agricultural crisis. Between the two world wars 
Hungary aimed to achieve a foreign trade surplus each year. In 1937, the last year of 
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peace, Hungary’s exports reached 588.6 million pengő, the currency of Hungary be-
tween the two world wars, while its imports amounted to 483.6 million pengő, which 
means that it closed the year with a 105 pengő trade surplus. The 1930s were gener-
ally characterised by exports exceeding imports by more than twenty percent. Most 
Hungarian grain, cattle and pig exports ended up in Germany. Hungary’s continued 
trade surplus was maintained partly to keep Germany’s political “goodwill”. During 
World War II the trade surplus of Hungary continued to grow as commercial exports 
expanded together with the delivery of war supplies. Mostly raw materials, grain and 
meat were exported.

The division of Europe and the establishment of the iron curtain after the war created 
an economic divide as well. Division of labour within Central Europe – thus Hungary’s 
role – was determined according to the interests of the Soviet Union in the framework 
of the COMECON, and the countries of the region were mostly tied to the Soviet Union 
in a radial structure, through bilateral agreements. Almost all trade cooperation and 
relations that evolved as a result of organic development in the past died off and in 
the 1950s and the early 1960s trade between east and west became almost nonexistent. 
From the end of the 1960s a slow growth process began, then in the 1970s the pace of 
growth started to accelerate (though the base value was of course rather low). As a 
result of disintegration the pace of technical and technological development in Cen-
tral and Eastern Europe fell behind that of Western Europe and convertible currency 
incomes grew very slowly. When modernisation began it became clear that Central 
and Eastern European countries are in great need of western technology and capital. 
Western Europe’s dependency on raw materials and food supplies from the “east”, 
on the other hand, decreased considerably due to the new division of labour created 
in the framework of European integration. Hungary and Czechoslovakia suffered the 
most as a result of disintegration; the advantages that the latter used to enjoy due to the 
division of industrial tasks turned into a disadvantage, and the country’s development 
slowed down. From the beginning of the 1970s Hungary and Poland tried to improve 
their economic situation by gradually opening up their economies. Czechoslovakia, on 
the other hand, closed itself up and chose to restrict imports rigidly and not to become 
indebted. 

In the 1960s the proportion of machines imported from capitalist countries to Hun-
gary was below ten percent, but by the 1970s this figure rose to 10-11 percent. Even 
back then, the biggest western supplier of machines and equipment was the Feder-
al Republic of Germany. Several fundamental problems of the Hungarian economy, 
however, persisted and even worsened. It is often underemphasised that over time 
Hungary’s technology imports from the west, including the FRG, decreased steadily, 
while the proportion of raw material imports kept increasing. Hungary spent a great 
deal more on imports to sustain its production than on imports linked to developing its 
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economy, i.e. on new technology. Furthermore, production added only very little ad-
ditional value to the input, which again had a very unfavourable effect. We must note, 
though, that all the three drawbacks mentioned above were even more pronounced in 
the other COMECON countries. 

With regard to Hungarian-German relations, an important tendency can be ob-
served: after the 1970s Hungary’s foreign trade grew faster than national income. The 
expansion of foreign trade with capitalist countries was more rapid than the expansion 
of trade in general, and trade between Hungary and the FRG grew at an even faster 
rate. This tendency continued for almost twenty years, until the change of regime. As 
a result of development in the 1980s foreign trade between Hungary and the FRG ex-
panded, while the share of the DRG decreased. By the second half of the 1980s the 
combined share of the FRG and the DRG – around 16-17 percent and 6-7 percent re-
spectively - reached the average between the two world wars, which shows that natural 
dynamics surfaced despite the political divide and other obstacles. 

An important asymmetry can also be noted in east-west relations: in the 1980s the 
FRG conducted 20-25 percent of all trade between east and west, and its share was 
growing fast, at the same time, however, the combined share of small COMECON 
countries came to only five-six percent. 

Economic relations of Germany with Central and Eastern 
Europe and Hungary after the change of regime

Due to its geographical location, geopolitical position, intensive economic, commercial 
and financial relations with the region, and political and security policy considerations, 
Germany has the most intensive relations with Central and Eastern Europe. Germa-
ny’s attitude and support were crucial for the accession of the new Member States to 
the European Union. After the political changes in Central and Eastern Europe and 
the reunification of Germany, Europe’s economy entered a new era. The most radical 
changes occurred in the development path of Central and Eastern European countries 
due to a complete transformation of their commercial relations, capital flow and mar-
ket environment and their reintegration into the European division of labour. Germany 
became the biggest economic, commercial and investment partner of all Central Euro-
pean countries (the only exception being imports into Slovakia, due to crude oil and 
natural gas imports from Russia and the Ukraine). 

The dual economic aim of reunified Germany was reinforced again: 1. to strengthen 
its embeddedness into the European Union and to maintain its role in decision-making, 
2. while also building and consolidating its economic clout in Central and Eastern Eu-
rope. 
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German reunification had a major impact on the balance of power within the EU, on 
Germany’s political and economic role, relationship with its partners and burden-shar-
ing capability, as well as on its role in world politics. Reunification increased Germa-
ny’s weight in Europe as well as in the international economic arena. However, it is also 
true that while the country benefited from a twenty percent increase in population, its 
per capita economic productivity became much worse. Economic problems and finan-
cial burdens increased after unification, and thus an increasing proportion of capital 
and commodities had to be directed from abroad to the new provinces. As unification 
entailed a huge burden and tied down much of the country’s financial resources, eco-
nomic policy was forced to manoeuvre in order to overcome the limitations imposed 
by this long period of slower growth. The German trade surplus decreased by almost 
110 billion marks between 1989 and 1991, and the 108 billion DM production surplus 
turned into a 33 billion DM deficit. In the 1990s Germany continued to achieve a signifi-
cant trade surplus vis-à-vis old EU Member States and former communist countries, in 
fact from 1994 the growth in German exports started to accelerate again. 

The political changes in Central and Eastern Europe and the reunification of Ger-
many radically changed the foreign economic relations of CEE countries, the direction 
and structure of their foreign trade as well as Germany’s commercial, economic, and 
investment activities in these countries. The German economic and currency union had 
a fundamental impact on Central and Eastern Europe. Trade between east German 
provinces and CEE countries collapsed, earlier cooperation and specialisation contracts 
lost their effect and the citizens of former COMECON countries were no longer em-
ployed in the eastern states. 

The difference in prices and wages between Germany and CEE countries increased 
the motivation of West German companies to enter Central and Eastern Europe, to use 
toll work and to build supplier relationships. Germany’s exports to the Visegrád coun-
tries grew dynamically from the early 1990s. At the same time the four Visegrád coun-
tries focused on Germany as the main destination for their own exports. For a while 
their efforts were so successful that Poland, Hungary and later the Czech Republic 
achieved the fastest growth as importers into Germany (besides China). The Visegrád 
countries tried to redirect their exports and sell their marketable goods in Germany 
instead of the COMECON market. In the years following the change of regime Hun-
gary’s efforts were the most successful. In this period many new companies were set 
up in the Visegrád countries, mostly using foreign capital. Gradually these companies 
became the main producers of exportable goods and began their exports to Germany, 
thus making up for the fall out caused by the crisis or collapse of large industrial firms.
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Development of Hungary’s commercial ties  
with Germany between 1990 and 2008 –  
in comparison with other CEE countries
In the 1990s economic ties between Hungary and Germany entered a new era. The 
transformation was caused, on one hand, by the change of regime in Hungary, which 
entailed a rapid shift to a market economy, the liberalisation of commerce and capital 
investments, and the geographic reorientation and structural transformation of foreign 
trade activities, and by Germany’s reunification, on the other hand, which lead to a 
new approach toward Central Europe. Central European countries began the work of 
rebuilding their relationships with Western Europe and their main economic partner, 
Germany. They were full of enthusiasm and high hopes, sometimes illusions, and they 
experienced many unexpected difficulties in the process. The strategies were fresh, un-
tested, and the details were often unelaborated. Hungary was the first country to take 
action to make up for the collapse of production in large industrial enterprises and 
the failure of the COMECON market. It was also the first to start the restructuring of 
foreign trade, achieving the most profound transformation in the early years after the 
political changes. Hungary was also the first country to rejoin the division of labour 
within the European integration. 

In 1990 Hungary’s exports to Germany amounted to 2294 million euros. Ten years 
later this figure amounted to five times the original amount, reaching 10 633 million 
euros in the year 2000. In 1990 the value of Hungary’s imports from Germany was 
3099 million euros, which means that Hungary had a trade deficit of 805 million euros. 
By the mid-1990s the deficit of Hungary decreased to just over sixty million euros, 
and finally in 1998, after thirty years of deficit, Hungary achieved a trade surplus on 
its trade with Germany. It is interesting to note that between 2000 and 2008 the time-
proportionate growth of Hungarian exports to Germany was almost equivalent to that 
of the previous decade, i.e. the value of Hungary’s exports to Germany increased by 
more than seven billion euros to reach 17 758 million euros in 2008 (see Tables 2 and 3).

Following the dissolution of Czechoslovakia in 1993 and after overcoming the initial 
difficulties of institution building, reorganisation and establishment of new organisation-
al structures, the Czech Republic and Slovakia also achieved dynamic growth in their 
foreign trade with Germany. Between 1995 and 2000 the increase in the value of exports 
to Germany was 238 percent in the Czech Republic, 213 percent in Slovakia, and 188 per-
cent in Poland. Hungary achieved the greatest increase, 300 percent, within the Visegrád 
Group. In the case of Hungary, the Czech Republic and Slovakia exports to Germany 
grew faster than imports, while the opposite was true in Poland. The small Baltic states 
also expanded their exports significantly, but because of their limited capacity for exports 
and the fast rise in demand for imported products, the growth in imports was faster.
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In the second half of the 1990s all Visegrád countries substantially increased the 
volume of their imports from Germany. Between 1995 and 2000 the increase was 212 
percent in the Czech Republic, 210 percent in Slovakia and 223 percent in Poland. Hun-
gary experienced the most rapid growth with a 287 percent rise in imports. In the Bal-
tic region, Lithuania and Estonia experienced the most rapid growth in imports from 
Germany. 

Dynamic trade relations between the Visegrád countries and Germany continued 
in the period after 2000, fuelled by industrial liberalisation implemented in the frame-
work of EU accession. By the end of 2001 the liberalisation process was completed, but 
dynamic trade relations continued. The performance of the Baltic states was more une-
ven. They continued their efforts to increase exports, but import needs still grew faster. 

Hungary’s share of Germany’s imports was 0.78 percent in 1990, 1.98 percent in 
2000 and 1.77 percent in 2008. Looking at the whole 18 year period we can say that 
Hungary increased its share significantly in this highly demanding market. The growth 
in German exports to Hungary as a ratio of total exports by Germany was even more 
dynamic: from 0.89 percent in 1990 the ratio increased to 1.72 percent in 2000 and 2.17 
percent in 2008. This is a good indication of the fact that German exporters upgraded 
Hungary as a potential market for their goods. 

In absolute value Germany’s biggest CEE partner is Poland, and in terms of per 
capita trade volume the Czech Republic leads and is followed by Hungary. The total 
weight of the four Visegrád countries as markets for German exports came to 4.62 per-
cent in 1995. This figure increased to 6.85 percent in 2000 and 9.49 percent in 2008. As 
suppliers the Visegrád countries carved out a 4.98 percent share of the German market 
in 1995, a 7.22 percent share in 2000 and a 9.92 percent share in 2008. The success of the 
Visegrád countries is evident not only in that they achieved vigorous growth in their 
exports to the German market, but in that their significance as suppliers is greater than 
their role as destination markets. 

The share of Hungary in German exports to the EU-27 kept increasing after the turn 
of the millennium too, as did the share of the whole Visegrád Group. Hungary’s share 
of German exports directed to the EU was 2.6 percent in 2001 and 2.8 percent in 2007. 
Between 2001 and 2007 the share of the Czech Republic grew from 3.7 percent to 4.2 
percent, the share of Slovakia rose from 1.0 percent to 1.4 percent, while Poland in-
creased its share of German exports from 3.7 percent to 5.8 percent. As regards Ger-
man imports from the EU-27 in this same period, Hungary’s share increased from 3.2 
percent to 3.5 percent, the Czech Republic’s share rose from 4.1 percent to 5.3 percent, 
Slovakia’s share changed from 1.2 percent to 1.8 percent, and Poland’s share grew from 
3.8 percent to 4.9 percent. The participation of the other new Member States in trade 
with Germany is below one percent, except for Romania, which absorbed 1.2 percent 
of German exports in 2007.
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Between 2000 and 2008 Germany enjoyed an above average increase in its exports to 
the EU-27, in fact the rise in its export volume was consistently higher than in the other 
big Member States, namely France, Great Britain and Italy (except for Great Britain in 
2005).

In this period the growth in Hungarian exports was impressive, with a double-digit 
growth rate until 2007. In some years the Czech Republic and Slovakia achieved even 
higher growth rates than Hungary.

Between 2000 and 2006 Germany’s imports grew consistently faster than the volume 
of imports into the EU-27 in general, but in 2007 this tendency was reversed. However, 
among the four big EU Member States, the German market achieved the fastest rela-
tive growth. Hungary’s imports from the EU rose dynamically in the period between 
2000 and 2008, but the growth rate usually stayed below that of exports, thus Hungary 
achieved a favourable foreign trade balance on its trade with the EU. In this period 
imports into Hungary generally grew faster than the average of the Visegrád countries. 
Some exceptions can be found, however; in 2005, for example, Slovakia expanded its 
imports faster than Hungary. The exports of the Baltic states and Romania expanded 
much more rapidly, but the initial value was much lower. The increase in the volume 
of imports generally exceeded the increase in exports. The foreign trade of the Viseg-
rád countries evolved in a much more balanced way; this is true of both imports and 
exports (Tables 6 and 7).

Traditional trade routes and relations that evolved based on history and geogra-
phy have a profound influence on the CEE countries’ trade with Germany. Histori-
cally the main destination for Hungarian exports was South Germany (Bavaria and 
Baden-Württemberg). The Czech Republic’s traditional partner is Saxony, while Po-
land’s trade relations are most intensive with the neighbouring east German states. 
In 2008 Bavaria absorbed 28.1 percent of Hungarian exports to Germany, and Baden-
Württemberg received 22.4 percent, which means that more than half of all exports 
to Germany ended up in these two states. The growth rate was also above average, 
thus the share of both states continued to expand (Table 11). North Rhine-Westphalia 
was the destination for a further 16.2 percent of exports to Germany, and 10.6 percent 
was directed to the state of Hessen. The four states together absorb more than three-
quarters of Hungarian exports to Germany. The share of Berlin and the east German 
states is relatively low, around one percent or lower, with the only exception of Saxony, 
which has a 2 percent share. Even if taken separately Bavaria and Baden-Württemberg 
would be at the top of the list of the most important destination markets for Hungarian 
exports, i.e. each of the two states separately absorb more goods than Romania, Italy, 
Austria, which are ranked 2-4 as export destinations. Hungary transports more goods 
to North Rhine-Westphalia than to Russia, and sells more to Hessen than to the United 
States of America. 
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Similar tendencies apply to Hungarian imports from Germany. The two biggest sup-
pliers are again Bavaria and Baden-Württemberg, but their share within Hungarian im-
ports from Hungary is slightly more moderate than their weight as destination markets. 
Twenty-six and a half percent of Hungarian import originates from Bavaria, and 14.5 
percent comes from Baden-Württemberg. The total weight of the two south German 
states is 41 percent. With its 15.5 percent share, North Rhine-Westphalia outperforms 
Baden-Württemberg as a supplier. The state of Hessen has a 5.1 percent share as a sup-
plier, which is about half of its share as a destination market. The share of Berlin and the 
East German states is surprisingly low. Berlin has a mere 0.6 percent share (see Table 
12). The geographical breakdown of foreign trade and investments is the result of many 
years of evolution in production and market relations. It is generally true that the shift 
in the geographical distribution of trade is slower than the pace of structural changes. 

Change in the product structure of trade between Hungary 
and Germany

The product mix of trade between Hungary and Germany underwent profound trans-
formation in the almost twenty years that elapsed since 1990. The changes reflect accu-
rately the transformation of Hungary’s production and export potential as well as the 
change in consumption patterns. The main drivers of change, however, are the input 
and the output of German companies operating in Hungary. Between 1990 and 2008 
Hungary’s production structure and export structure underwent a seventy percent 
change, i.e. seventy percent of goods currently produced and exported by Hungary 
did not even exist in 1990. This historically outstanding transformation is mostly – in 75 
percent of cases – the result investments and developments made in Hungary, but not 
with Hungarian capital. The growth in exports, the improvement of quality and the re-
finement of the product mix are all a consequence of new export opportunities created 
by foreign direct investment flowing into Hungary. The development was generated 
inside Hungary, but by foreign firms, or in this case, by German companies. 

The main product categories involved in trade with Germany changed fundamen-
tally in the period between 1990 and 2008. The transformation in the product mix was 
already significant in the first half of the 1990s, but the critical period of change came 
between 1995 and 2000 when German companies settling in Hungary started to in-
crease their production and exports. Many of the German processing and assembly 
plants operating in Hungary obtained and still obtain their manufacturing input from 
Germany, therefore, within this group of companies, imports and exports kept rising 
simultaneously, in fact the value of exports from Hungary exceeded the value of im-
ports because of the value added in Hungary. 
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The main tendencies of product mix changes of Hungarian exports to Germany after 
1990 are presented in Table 13. In 1990 almost twenty percent of Hungarian exports to 
Germany consisted of agricultural products, foodstuffs, beverages and tobacco. By the 
turn of the millennium this ratio shrank to 3.4 percent. In 1990 raw materials had a 44 
percent share and thus constituted the largest product category exported to Germany, but 
by 2000 their share was reduced to just below 13 percent. The ratio of processed products 
generally increased in the period between 1990 and 2008 (but because of the changes in the 
statistical classification of products the comparability of data is limited). We can state that 
in 2008 processed products made up more than 25 percent of Hungarian exports. The big-
gest changes clearly occurred in the product category of machines, equipment, transport 
vehicles, which constituted a modest share of slightly more than 12 percent of Hungarian 
exports to Germany in 1990. By 2000, however, the share of this product category rose to 
more than 70 percent. Their share in Hungarian exports to Germany continues to be high-
er than their weight in Hungarian imports from Germany, which is an extremely interest-
ing phenomenon. The explanation lies basically in the added value generated by German 
assembly plants. More than one-fourth of products exported by Hungary to Germany are 
produced by the automobile industry, with Audi being the biggest exporter. 

The change in the product mix of Hungarian imports from Germany after the po-
litical changes was dramatic too (see Table 14). It is a very striking and fundamental 
fact that even in 1990, instead of purchasing well-reputed German technology, Hun-
gary imported mostly raw materials from Germany, which represented 60 percent of 
imports. The value of imported raw materials was 2.5 times higher than the value of 
imported equipment. Processed products and manufactured consumer goods repre-
sented 11 percent of imports in 1990. The share of machines, equipment and transport 
vehicles was only 27 percent. The transformation of the import product mix started in 
the early 1990s too, but just like in the case of exports, fundamental changes only began 
in the second half of the decade. By the year 2000 a new product mix came into being, 
with the share of machines, equipment and transport vehicles rising above 60 percent 
of all Hungarian imports from Germany. Since then the share of this product category 
has been stable, and changes were characterised by shifts, quality improvements and 
modernisation within this group. By 2000 the share of processed products rose to 37 
percent and in the following years these products continued to represent about one-
third of imports. The once dominant share of raw materials dwindled to 0.7 percent by 
the beginning of the new millennium. 

The product mix of Hungarian imports from Germany between 2000 and 2008 do 
not show signs of further macro-level transformation, but the modernisation of the mi-
cro-structure is continuing and is extensive. The main product categories of machines 
and transport equipment made up sixty percent of Hungarian imports in 2008, while 
the share of processed products came to one-third of the total. It is interesting that 
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between 2000 and 2008 Hungarian food, beverage and tobacco imports from Germany 
have grown much faster than the other way round, in fact since 2005 the proportion of 
these products is much higher in Hungarian imports from Germany than in Hungarian 
exports to Germany (4.1 percent and 3.1 percent respectively, in 2008).

German direct investments in the Visegrád countries – 
motives and tendencies

By the end of the 1980s Germany became the top foreign trade and foreign direct invest-
ment partner of Hungary, and after the political changes, it extended its leading role to 
the other Visegrád countries too. Trade between Germany and the Visegrád countries 
accounted for more than half of the Visegrád Group’s trade with Western Europe in 
the 1990s, and almost half between 2000-2008. A characteristic feature of German FDI is 
that it is closely correlated with the geographical distribution and structure of exports, 
which proves that a key consideration for German investors is to ensure export markets 
and to expand sales opportunities. The focus on market-seeking is also evident in that 
between the mid-1990s and today more than sixty percent of German direct investment 
has flown into the service sector, and a growing proportion of investments has been 
carried out in the commercial sector, thus both these sectors have become important 
tools for promoting exports. The other key motive of foreign direct investments in the 
Visegrád countries, including Hungary, has been to decrease per unit domestic pro-
duction costs and to obtain cheaper inputs by purchasing supplies from the Visegrád 
countries, which have lower manufacturing costs. 

The business environment of the Visegrád countries was and still is increasingly attrac-
tive to German companies that want to relocate various stages of production, as the dif-
ferences in production costs guarantee long-term benefits to both parties. The difference 
in production costs is not only based on the difference in the level of wages, it also takes 
into account qualifications, research and development, infrastructure use and transport 
costs. By the second half of the 1990s the Visegrád countries’ share of German FDI export 
exceeded ten percent. In 1995 the Visegrád region became the main target of German 
FDI export growth, surpassing the growth rate of South East Asia. In the period between 
2000-2008 the Visegrád countries continued to be important destinations for German FDI 
export, but the crisis of 2008-2009 has drawn attention to some structural problems unre-
lated to the recession; issues that will have to be managed even after the end of the cur-
rent downturn and will modify previous trends. The high proportion of crisis sensitive 
sectors within investments (for example the automobile industry and some areas of the 
electronic industry) is a critical problem. The expansion of the domestic markets of the 
Visegrád countries will also be more differentiated and slower in several segments. 
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About 25 percent of companies established with German participation carry out in-
dustrial activities, and about two-thirds of them operate in various service and com-
mercial sectors. The main industrial sectors involved are the automobile, telecommuni-
cation, machine, electronics and chemical industries. The Czech Republic and Hungary 
had the highest share of foreign direct investments by Germany within the Visegrád 
Group. The biggest investment project in the Czech Republic involved the acquisition 
of Skoda by Volkswagen. In Hungary Deutsche Telekom participated in the privatisa-
tion of Matáv, Siemens invested in telecommunications, Audi established one of its 
most advanced engine production sites in Győr, and Allianz bought more than two-
thirds of Hungária Biztosító. 

Between 2000 and 2007 about twenty percent of all investments in Hungary was con-
ducted by foreign companies, the share of German capital climbing initially to almost 
thirty percent, and later decreasing to around or below 25 percent. 

The microeconomic effects of direct investments are just as important as macroeco-
nomic impacts. Improvements in the quality of the production structure, technology, 
and work flow are of primary importance, and involve the modernisation of the main 
micro-level elements of companies in the Visegrád countries, including Hungary. 

Impact of German FDI on the Hungarian economy

In the previous century Germany and German capital already played a dominant role 
in modernising Hungary, as Germany participated heavily in the industrialisation 
process and infrastructural investments of this period. After World War II there was a 
drastic setback in relations with Germany both in Hungary and in the other countries 
of the region, but by the beginning of the 1970s Germany’s economic presence started 
to grow stronger again. Trade relations were the first to pick up, but after the turning 
point at the end of the eighties direct investments also began. It is undoubtedly true 
that German direct investments play a key role in speeding up Hungary’s develop-
ment, modernising the country and helping its European integration. 

In 1972 Hungary made a historically interesting and unique decision to authorise 
the establishment of joint ventures with western companies. Pursuant to this decision 
Siemens, a German company, was the first to set up a joint venture in Hungary in 1974 
under the name of Sicontact. Many years ago, during the 1880s Siemens was already 
among the major investors. 

One year before the change of regime, in 1988, Hungary authorised the establish-
ment of 100 percent foreign-owned companies, which was a radical turning point 
and signalled Hungary’s desire and ambition to become reintegrated into the world 
economy. 
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At the end of the 1980s direct investments in Hungary were dominated by German 
(and Austrian) capital. By the end of 1989 Germany invested 37 million euros of FDI in 
Hungary. In 1990, however, almost sixty percent of invested capital came from America, 
and substantial amounts of capital flowed in from the Far East (mainly Japan and South 
Korea), while the share of German capital shrank below twenty percent. In 1992-1993 
and even more so in 1994 the relative position of German investors greatly improved, 
and by the end of 1994 almost 25 percent of FDI originated from Germany, making it 
the second largest foreign investor after the USA. Finally, after 1994, Germany and Ger-
man investors clearly seized the leading role in Hungarian investment projects. 

As regards capital flow, however, we must take into account the fact that in many 
cases multinational companies execute their investments through their subsidiaries, 
which often reside in another country. This is best illustrated by the example of Gen-
eral Motors – the biggest investor in Hungary before the privatisation deal of Matáv. 
GM arranged the investment through its German subsidiary, and yet in the statistical 
tables it is classified as US investment. A significant proportion of German investments 
in Hungary have also been carried out indirectly, through Austrian subsidiaries of Ger-
man mother companies. 

German direct investments grew dynamically in the 1990s and the period between 
2000-2006 due to both new investments and the reinvestment of profit generated here 
(see Table 15). Between 1990 and 1995 the amount of German capital brought to Hun-
gary grew from 136 million to 1771 million euros, and by 2000 it reached 7187 million 
euros. Between 2000 and 2005 the capital stock doubled again to reach 14 060 million 
euros, then with another 2.5 billion euro increase it reached 16 499 million euros.

German direct investments are focused in characteristic areas: road vehicle manufac-
turing leads with 28.6 percent of investments. Transport and telecommunications ab-
sorbed 17.1 percent of capital, while commerce accounted for 12.9 percent. The energy 
sector’s share of German capital is 10.5 percent, while 6.0 percent of capital operates 
in the banking and insurance sector. Electrical engineering and electronics represent 
4.4 percent of German investments, and 3.3 percent of capital flowed into the chemical 
industry. Machine industry, which used to be a classic area of investment, received a 
mere 2.1 percent of German FDI (Table 16). 

Looking at foreign direct investments by country we can see that according to the 
2008 figures 25 percent of FDI received by Hungary arrived from Germany, the share 
of Dutch companies (mainly multinational corporations) is 14 percent, and Austrian 
companies represent 13 percent. With a five percent share the US is the biggest non-
European direct investor in Hungary. 

Currently there are about eight thousand companies in Hungary that are partly or 
wholly owned by German firms, the biggest investors being: Audi Hungária – car, en-
gine manufacturing, R+D capacity; Daimler – car manufacturing; Siemens – telecom-
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munications; E.ON Kraftwerke – electricity production, energetics; RWE – electricity 
production, energetics; Bosch – assembly technology; LuK – vehicle parts. 

From a macroeconomic perspective foreign direct investments from Germany and 
elsewhere are important primarily due to their impacts on GDP growth, investment 
projects, balance of payments, employment and wages. When analysing the impact 
of direct investments on GDP we must examine separately the processes initiated by 
green-field investments and by the privatisation of state-owned enterprises. Capital 
influx linked to green-field investments has clearly contributed to mitigating the de-
cline in GDP. This effect was easy to discern from the fact that the setback in commerce, 
services and industries that have absorbed significant amounts of foreign direct invest-
ments was lower than average. Besides mitigating GDP loss, another favourable impact 
of capital influx was that it promoted structural change, as reflected by the increase in 
the relative weight of services and less capital-intensive processing sectors within the 
national economy.

Motives and marketing strategies of German direct 
investors

During the 1990s the main motives of German direct investors in Hungary were the 
following: 1. to promote and ensure sales through direct market presence; 2. to use 
Hungary as a spring-board” for expansion into Central and Eastern Europe; 3. to utilise 
the advantages of lower production cost; 4. to capitalise on the benefits of cooperating 
with a domestic producer; 5. to benefit from tax incentives; 6. to copy the successes of 
competitors; and 7. to benefit from investment incentives. Besides these motives, there 
were also other factors motivating investments (although their impact was smaller): 1. 
to circumvent strict German environmental regulations; 2. infrastructural reasons; 3. 
to lengthen the lifecycle of products; 4. to avoid import restrictions; and 5. to reduce 
transport costs. These factors usually did not operate alone, but exerted their combined 
influence to motivate German companies to invest in Hungary. Commercial companies 
and service providers were more motivated by market-seeking, manufacturing firms, 
on the other hand, were mainly attracted by lower per unit cost. Examining invest-
ments by ownership share, we can say that the main motives emphasised by hundred 
percent German-owned subsidiaries were market-seeking and strategic considerations 
linked to further expansion.

In Hungary 65 percent of companies set up using German direct investment are joint 
ventures, 26 percent are subsidiaries, and nine percent are representative offices. The 
ratio of fully-owned subsidiaries increased among up-and-running companies, as after 
having obtained the necessary operational and market experience, German companies 
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with majority stakes usually aimed to acquire 100 percent ownership or set up their own 
subsidiary. German investors were at first willing to accept joint ventures for the follow-
ing reasons: 1. risk limitation, risk sharing; 2. before 1990 there was no other alternative; 
3. advantages derived from traditional relationships; 4. the joint venture partner was at-
tractive; and 5. other company policy considerations. German investors summarised the 
main motives of increasingly preferring the establishment of subsidiaries as follows: 1. 
no interference by outsiders; 2. fast decision-making process; 3. bad experiences with 
previous joint venture partner; 4. easier to enforce independent corporate policy. Studies 
examining specific experiences of German direct investors often cite problems linked 
to the initial start-up. Certain problems arise in Germany right at the start, when the 
investment decision is made: 1. language problems of the company staff; 2. difficul-
ties in obtaining relevant information about Hungary, issues linked to sending German 
staff to Hungary; 3. financing problems; 4. resistance on the part of staff in Germany 
toward moving all or part of production to another country. It is noteworthy that the 
studies conducted in the past fifteen years repeatedly mention these same problems. We 
can conclude from this that interest in Hungary could be greatly enhanced by provid-
ing clear and useful information about specific production sectors, products, market 
segments. With the exception of a few senior managers and supervisory staff, German 
subsidiaries operating in Hungary are motivated – for cost reasons too – to use Hungar-
ian staff as much as possible, if they fulfil the expectations, and possess the technical 
and language skills required by the German party. Therefore investments could also be 
attracted more effectively by improving the human capital of Hungary through an ap-
propriate education-training policy. Insufficient supply of qualified labour, especially 
skilled workers, is a significant obstacle to attracting foreign investments. 

After solving the problems arising in the investor’s country of origin at the time of 
the investment decision, the investor faces problems again, this time in Hungary. Based 
on earlier studies, the most important obstacles are: 1. bureaucratic difficulties; 2. legal 
problems, uncertainties; 3. standard of management in Hungary; 4. quality of the labour 
market; 5. financing problems; 6. legal, administrative problems linked to acquiring 
ownership and long processing times; 7. social policy; and 8. environmental regula-
tions. Bureaucratic difficulties, uncertainties in the legal environment, frequent change 
in legal regulations make it difficult to plan ahead. Long-term predictability of the busi-
ness environment, building on solid ground and the ability to plan ahead are especially 
important to German investors, therefore if these are missing or inadequate, invest-
ments are severely hampered. The obstacles no. 3 and 4 mention inadequate quality of 
managers and employees in Hungary. These indicate that the quality of the Hungarian 
labour force is far less attractive than Hungarians usually think. Quality and reliabil-
ity of the workforce is one of the most important factors considered when choosing a 
company site, and its importance will continue to grow in future. Therefore education 
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policy is the most important policy for promoting investments and employment. With 
respect to financing and borrowing terms in Hungary, investors are most distressed 
by high interest rates and the lack of stable credit terms, which cause them to arrange 
financing through banks in their home country. Companies fully or partly in German 
ownership include parts manufacturers, companies performing toll work as well as 
complex industrial producers and service providers. The impact of these companies on 
the Hungarian business environment, microeconomy and macroeconomy varies. It is 
generally true that they exploit the difference in per unit costs between Germany and 
Hungary, including the difference in wages. The long-term basis for the cooperation is 
that the productivity lag of Hungary is smaller than the difference in wages between 
the two countries, which ensures Hungary’s lasting comparative advantage. For qual-
ity and reliability reasons, and because of stable, long-term supplier relationships most 
German companies will probably not move quickly to other countries with even lower 
wages, but will demand a sustainable and fundamentally stable economy and business 
environment. The parts manufactured here and the products of toll work are mostly 
exported to Germany, and constitute an important part of exports. The other group of 
companies set up with German direct investment is made up of firms whose primary 
aim is to sell in the Hungarian market, and to distribute to other members of the Viseg-
rád group and to the Balkans. 

Assessment and expectations of the Hungarian 
environment by German companies operating in Hungary

Besides playing a key role in Hungarian-German relations, the production, investment 
and trading activities of German companies operating in Hungary – because of their 
combined economic weight – greatly influence the status and outlook of the Hungar-
ian economy as a whole. The German-Hungarian Chamber of Industry and Commerce 
prepares a prosperity report every year based on a survey of its member companies. 
The report contains important assessments about the current situation, business play-
ers, and their expectations. Awareness of economic cycles in the course of the year 
helps in making short-term business decisions, but here I wish to focus on major long-
term correlations and trends.

The opinion of German companies about the economic situation in Hungary and the 
outlook for the economy reflects the actual deterioration of indicators in recent years. 
In 2008 fifty-seven percent of companies felt that the state of Hungarian economy and 
its outlook were bad. German companies are relatively more confident about their own 
situation and the outlook for their own company, but the ratio of “good” scores kept 
decreasing at a fast pace between 2005 and 2008 (the ratio of those who believed their 
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situation was good slumped from 47.2 percent to 36.2 percent, and the ratio of those 
confident about their outlook dropped from 43.0 percent to 37.1 percent). Between 
2005 and 2008 sixty to sixty-six percent of German companies experienced rising sales 
revenues. In this same period 36-37 percent of companies significantly increased their 
investments in Hungary, and 37-40 percent created more jobs. They believe that there 
was an unfavourable increase in total costs. As far as staff-related costs are concerned, 
in 2007 wages grew faster than total costs in 37 percent of German companies, but 
40 percent reported that the rate of increase in staff related costs was similar to that 
of costs in general. Pre-tax profit increased in almost half of the companies in recent 
years, but 27 percent reported a drop in profit in 2007. More than 42 percent of German 
companies reported increasing export revenue, one-third of them stated that export 
revenue remained the same, and about one out of four companies experienced a drop. 

Table 17 gives a summary of how the Hungarian investment environment is viewed, 
indicating the level of importance and satisfaction. The economy needs solid growth, 
or more specifically sustainable development, which in turn requires investments. On 
a macroeconomic level, new investments depend mainly on the quality of economic 
policy, and on a microeconomic level they are influenced by the business environment, 
production costs and sales expectations. 

From the perspective of German companies the most important elements of eco-
nomic policy are tax rates, legal certainty, operation of the tax system and fiscal ad-
ministration, predictability of economic policy and anti-corruption measures. They are 
least satisfied with tax rates, the tax system and tax administration, public administra-
tion, the predictability of economic policy and corruption. We can see that the level 
of dissatisfaction is greatest in the case of elements deemed to be most important. Be-
tween 2005 and 2008 satisfaction decreased with 11 out of the 12 examined factors, 
and improvement was only achieved in connection with the effect of EU membership. 
With respect to tax rates we must note an important, objective fact: the tax burden in 
Hungary is among the lowest in the world and in the EU, although it is also true that 
some neighbouring countries offer even lower tax rates, and that there is a strong ele-
ment of uncertainty due to the complexity of the Hungarian tax system and its frequent 
modifications. 

From the factors influencing the business environment companies are most con-
cerned about the payment discipline of companies, the tendencies of domestic demand 
and the quality of local suppliers. In the period between 2005 and 2008 payment disci-
pline deteriorated, the tendencies of domestic demand were unfavourable and dissat-
isfaction increased with respect to the availability of local suppliers. Opinion about the 
quality of local suppliers remained essentially unchanged. 

In the 21st century the quantity, quality and structure of human resources and the 
state of the labour market are becoming increasingly important factors. German com-
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panies consider labour market factors to be of key importance and expect their sig-
nificance to grow in future. At the top of the list of most important factors determin-
ing attractiveness we find expectations toward the labour market, i.e. the workforce. 
Labour market characteristics arranged in order of importance are: productivity, the 
motivation and qualification level of employees, then staff-related costs and the avail-
ability of qualified workers. German companies are least satisfied with changes in staff-
related costs, availability of qualified workers, labour law and qualification level of 
new entrants into the job market. It is worrying that between 2005 and 2008 satisfaction 
decreased most with respect to the motivation of employees, qualification levels, new 
entrants and the availability of qualified workers, in fact in some companies dissatisfac-
tion grew because of the lack of available semi-skilled labourers too. 

It is interesting and important to know how attractive various countries are as in-
vestment or productions sites for German companies (this is presented in Table 18). The 
attractiveness of countries has been extremely volatile in recent years, usually based 
on short-term considerations. Long-term, sustainable advantages are now being given 
more weight, which is why the aim should be to create and maintain these types of 
advantages. In 2008 Romania, the Czech Republic, Slovakia, Slovenia and Poland were 
the most attractive countries for German FDI. They were followed by Germany, ranked 
number 6. Among the new EU-10 Hungary ranks number 8, preceding Lithuania and 
Bulgaria. For many years Hungary used to be fourth on the list, according to the opin-
ion of companies, but since 2007 it is continuously and rapidly loosing its attractive-
ness. Despite this fact, the survey of 2008 shows that 73.1 percent of companies already 
in Hungary would not go back on their investment decision, which indicates the major-
ity of German companies are satisfied with their choice of location. However, we must 
not overlook the fact that this figure was 78.6 percent in 2005, therefore the 2008 value 
represents a 5.5 percent drop. 

The successful and sustainable operation of German FDI in Hungary proves that on 
average technical productivity of German companies operating in Hungary reaches 
and often exceeds ninety percent of productivity in Germany, which shows that the 
Hungarian microeconomic environment is highly adaptable. German FDI greatly con-
tributes to promoting technical development, to increasing the efficiency of resource al-
location and to modernising production structures. The main motivation and decision 
criterion for investments is of course net after-tax profit margin calculated in euros. In 
recent years the best companies operating in Hungary reached on average (until 2006-
2007) seven-eight percent net after-tax profit in euros, while net profit margins in Ger-
many (in the processing industry) were around 2-2.5 percent on average. If we manage 
– after the turbulence caused by the 2008-2009 crisis subsides – to normalise trade and 
investments and achieve the attractive profit margins of previous years, then the long-
term incentives for developing relations between the two countries can be restored. 
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Impact of EU accession on Hungary’s and the New EU-10’s 
trade relations with Germany 
The many effects of Hungary’s accession into the EU have been analysed by a number 
of studies from various aspects. This paper examines Hungarian and German eco-
nomic ties, in particular focusing on developments in Hungarian trade relations with 
Germany before and after the EU accession. There are also lessons to learn by looking 
at changes in foreign trade between Germany and the new entrants from Central and 
Eastern Europe. 

Hungarian exports to Germany were up by 26 percent in the period between 2000 
and 2004 and grew by 31 percent again between 2004 and 2008. Hungarian imports 
from Germany in the same periods rose by 24 percent and 37 percent respectively (see 
Table 19). In the four years preceding EU accession, the exports of all the four Visegrád 
Group members to Germany grew rapidly. The largest growth in exports was achieved 
by Slovakia whose exports to Germany grew by 115 percent. Export growth in Hunga-
ry, the Czech Republic and Poland ranged between 126 and 134 percent. It is important 
to note that the liberalisation of foreign trade of industrial products between associated 
countries and the EU was practically completed by the end of 2001 as a result of the 
implementation of the so-called Europe Agreements concluded by these parties that 
lifted all restrictions regarding the trade of industrial products. (Restrictions for agri-
cultural products became somewhat looser but remained in effect up until accession.) 
This fully liberalised trade of industrial products in place since the end of 2001 mostly 
explains why the entry of these countries into the EU in 2004 did not produce another 
breakthrough. The accession, however, gave significant momentum to the further de-
velopment of relations. This is especially apparent with respect to Germany, which is 
the main partner of the new EU-10. 

Between 2004 and 2008, the new EU Member States, except for Slovakia and Estonia, 
experienced a further acceleration of the growth in exports to Germany (and other 
countries) compared to the previous four-year period. Slovakia could not keep up the 
outstanding rate of growth achieved in earlier years, but exports continued to rise, 
only at a more moderate pace. The slowdown in pace in Estonia is much smaller than 
in Slovakia. The positive effects of EU membership with regard to exports to Germany 
were most fully utilized by the Czech Republic, then Poland, Slovenia and Hungary. 
Dynamic trade relations enjoyed in the previous period further improved. The growth 
rate of exports from Latvia and Lithuania has also risen. The figures of Romania and 
Bulgaria can be used as control data as they joined the EU only in 2007. Romania was 
able to maintain its former export growth dynamics in the period between 2004 and 
2008. Bulgaria’s rate of growth slowed down a little but nevertheless the exports of both 
of these Balkan states rose by nearly 150 percent almost simultaneously. 
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EU-membership injected further dynamism into imports from Germany. Three coun-
tries out of the Visegrád Group – Hungary, the Czech Republic and Poland – together 
with neighbouring Slovenia increased their imports from Germany faster than in the 
previous period. In Slovakia, import growth slowed down a little, but was still much 
higher than exports. Poland achieved outstandingly fast growth in imports, which rose 
by 214 percent between 2004 and 2008. Hungarian imports from Germany rose by 124 
percent between 2000 and 2004 and a further 137 percent between 2004 and 2008. Of the 
Baltic states, Estonia achieved the fastest growth almost doubling its imports between 
2004 and 2008. In the same period, Latvia also increased its imports at a faster pace than 
in the four years preceding EU accession but import dynamics fell a little in Lithuania. 
Between 2004 and 2008, Romanian imports to Germany grew at a faster pace than pre-
viously while Bulgaria’s growth rate was more moderate. 

All along the 1990s and between 2000 and 2007 too, Germany always had a foreign 
trade surplus, and maintained this surplus toward the EU-15 and later the new EU-10 
too. There were, however, several occasions in case of Slovakia and a few occasions 
with the Czech Republic, for example in 2000 and in 2007, when Germany had a trade 
deficit (see Table 9). 

Trade between Germany and Hungary has some peculiarities as most times both 
countries present a trade surplus for themselves. This is basically explained by the fact 
that a different result emerges depending on the calculation method, which can be 
based on country of origin and country of destination or on vendor and buyer coun-
try. A part of Hungarian exports to Germany is shipped to other countries by German 
multinational companies, which means those commodities are not used in Germany. 
Many multinational companies, on the other hand, finance most of their capital export 
to Hungary from German funds.

In 2005, Germany’s foreign trade surplus with the EU-27 amounted to 98 946 million 
euros, which was supplemented by a further surplus of 56 862 million euros achieved 
on their foreign trade outside the EU. In 2005, the year following EU accession, Ger-
many reported a foreign trade deficit of 902 million euros with Slovakia and also a defi-
cit of 171 million euros with Hungary. (2005 was a year when German and Hungarian 
statistics were in harmony, both presenting surplus on Hungary’s side.) 

In 2005, Germany had the largest surplus with Poland, Romania and the Czech Re-
public in the CEE. Germany’s trade surplus with Poland amounted to 5 453 million 
euros, with Romania it came to 2 002 million euros and with the Czech Republic the 
surplus reached 1 402 million euros. The German surplus with the other countries in 
the region ranged between 423 and 813 million euros. As mentioned above, Germany 
had a trade deficit with Hungary and Slovakia. In 2007, Germany’s foreign trade bal-
ance with Hungary was nearly even (with a German surplus of 2 million euros). In the 
same year, Germany had a trade deficit of 200 million euros with the Czech Republic 
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and 423 million euros with Slovakia. The largest German surplus was achieved on its 
trade with Poland; it totalled 11 942 million euros more than double the amount in 
2005. Romania’s and Bulgaria’s foreign trade deficit with Germany expanded dramati-
cally between 2005 and 2007; Romania’s deficit went up by more than 50 percent while 
Bulgaria’s rose by about 25 percent. All Baltic states had a foreign trade deficit with 
Germany ranging between 1.1 and 1.2 billion euros. 

Foreign trade figures between the new EU-10 and Germany highlight the signifi-
cance of Hungary’s foreign trade surplus with the EU-27. Between 2000 and 2007 Hun-
gary’s foreign trade balance showed a surplus every year with the EU-27 including 
Germany, France and Great Britain. Between 2005 and 2007, Hungary had foreign 
trade surplus with Italy as well. In 2007, Hungary reported a foreign trade surplus of 6 
518 million euros with the EU-27. Hungary’s surplus amounted to 1 050 million euros 
with Germany, 252 million euros with France, 1 379 million euros with Great Britain 
and 780 million euros with Italy (see Table 8). The surplus generated in trade between 
Hungary and the EU including Germany helps substantially to finance the trade deficit 
with other countries, especially Hungary’s energy suppliers and China. 

In the future, post-crisis Hungarian and German economic relations will have to 
concentrate on long-term factors that will help open a new era in trade, in FDI relations, 
in scientific as well as research and development co-operations. The microstructure of 
mutual trade must be constantly adjusted to meet new needs, Hungary’s infrastructure 
must be modernised and a forward-looking development strategy must be formulated. 
Top priority must be given to insuring the predictability of economic policy and to 
developing new, stable operational frameworks. The most crucial factors of progress, 
however, are the development of human capital, which includes the improvement of 
its quality, the harmonization of its supply structure with its demand structure, ration-
al investments into the transformation and development of the workforce potential, 
and the provision of the right environment, manageable costs and better profitability 
of employment by generating higher added value both for businesses and employees. 
Previously, the key priority was to create the general conditions of attracting capital, 
but now, in order to meet future challenges, a complex human resource strategy must 
be developed and implemented without delay. This will be absolutely necessary to be 
able to develop bilateral relations and to improve Hungary’s international competitive-
ness, which is an urgent priority. 
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Role of reunified Germany as an economic partner  
of CEE countries and Hungary  
within the enlarged European Union
The reunification of Germany had a critical influence on European integration, the bal-
ance of power within the Union, the political role of Germany, its relationship with its 
European partners, its trade policy, financial position, financial burden-sharing capaci-
ty, power and willingness, i.e. its role in international affairs in general. The other dom-
inant influence was the transformation that occurred as a result of the political changes 
in Central and Eastern Europe, the reintegration of these countries into Europe, and the 
fact that they rejoined the European division of labour and economic network. 

Reunification increased Germany’s weight in Europe as well as in the international 
economic arena. Germany’s population grew from 61 million to 81 million. While previ-
ously the four big EU Member States had similar population sizes, now the balance tipped 
heavily in Germany’s favour. The area of the former FRG increased by about 30 percent, 
which made Germany the third largest country within the EU in terms of size. Contrary to 
the 30 percent increase in population, the per capita economic productivity of the country 
became worse. The entry of east German states intensified tensions within Germany, ex-
acerbated its problems, increased its financing burdens, and meant that a substantial part 
of German capital, about 100 million euros per year, had to be redirected to the new states.

After the reunification of Germany and the political transformation of the CEE re-
gion, for political reasons as well as to satisfy important economic interests, Germany 
shifted its focus to the continuation of the integration process. The Economic and Mon-
etary Union was implemented based on the joint initiative of Germany and France. 
The EMU had favourable impacts on Germany through removing currency-related 
uncertainties and exchange rate fluctuation within the euro zone, eliminating export 
competitiveness disadvantages resulting from the constant increase of the value of the 
German mark. Germany was an enthusiastic and active promoter of the deepening of 
European integration, but tied it first and foremost to enforcing the direction of its own 
economic policy as much as possible. 

Germany is the main net contributor of the European Union. In exchange for its con-
tribution to the EU budget it aimed to enforce its own stabilisation objectives within the 
Union. Germany is willing to be a net contributor, because the indirect benefits of inte-
gration and the impact of market expansion have increased and still increase the export 
opportunities of the German industry. German reunification also had financial impacts 
on the EU, the most important of these being the impact on international interest rates, 
on capital flows and on monetary policy cooperation within the eurozone. 

Germany’s peaceful reunification created a fundamentally new situation in Europe 
and the world. West German or external forces would not have stood any chance of 
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putting an end to the division of Germany and Europe, as any clash at the dividing 
line of the two opposing political systems would have lead to a world war and an in-
ternational disaster. Reunification and the elimination of the split up of Europe was the 
consequence of those far-reaching changes that culminated in the collapse of the com-
munist regime in Central and Eastern Europe in 1989, a process lead by Hungary and 
Poland. (The international political constellation was extremely important, but we will 
not elaborate this aspect in this economic study). 

Germany and France found that they could join forces in developing and adopting 
the plan and concept of the European Union, albeit for different reasons, and each seek-
ing different benefits. Germany recognised and advocated the importance of the eastern 
enlargement of the European Union, and became one of the main promoters of enlarge-
ment for economic, political and strategic reasons. German economic policy carefully 
assessed the issues, conditions and costs of enlargement, and insisted throughout the 
negotiations that the enlargement of the Union toward Central and Eastern Europe 
should take place in an orderly, financially predictable way, with close supervision of 
additional expenditures – which is the way it happened. 

As a result of reunification, however, a discrepancy, a strong tension was created be-
tween Germany’s international political power and its economic load-bearing capacity. 
For a long time the economic strength of the Federal Republic of Germany exceeded 
its political influence within the European Union. After reunification this situation was 
reversed. The German economy had to and still has to face increasing burdens, not 
only because of rehabilitation efforts required by the former East German states, but 
also because of economic problems in western Germany, or rather Germany as a whole 
(structural problems of the industry, intensification of competitiveness problems, im-
possibility of the financing of key areas of the welfare system).

First in the years after reunification, then during the accession talks with CEE coun-
tries, then again during the current, 2008-2009 crisis serious consideration was given to 
what economic incentives, conditions are created by economic policies, strategies and 
real development, and what site-related conditions and competitiveness factors influ-
ence relations between Germany and Central and Eastern Europe. 

In Germany four main areas of substantial and increasing financial need were iden-
tified in the examined period: 1. rehabilitation of east German states; 2. financial con-
sequences of role in NATO; 3. deepening of the European integration, operation of 
the Economic and Monetary Union; and 4. eastern enlargement of the EU. All these 
required the transfer of substantial German funds. 

The need for fundamental changes in the structure of the economy, in the balance 
of payments and in interrelated production structures increased both in Germany and 
in CEE countries due to the financing requirements of the transformation and the im-
pacts of the current, 2008-2009 crisis. The German economy can only broaden its areas 
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of competitiveness if it manages to improve its per unit costs, and one of the ways of 
achieving this is to reduce the cost of production input through imports and supplies 
from Central and Eastern Europe. The drastic market shrinkage experienced after the 
2008-2009 crisis, however, hit these supplies more than average. 

According to the economic power structure of the EU, Germany is the most inter-
ested in the Central and Eastern European region, both for political and for economic 
reasons, and in the hierarchy of German foreign policy priorities, relations with this 
region come immediately after transatlantic relations and the European integration as 
a whole. In respect of relations between Germany and Central Europe the weight of 
the economies and the balance of power are asymmetrical. For Hungary and the new 
EU-10, accession to the EU in 2004 and participation in the integration meant that in 
addition to the stabilising effects of integration, they also benefited from a new momen-
tum for growth, technological advantages, integration into a larger market, the lifting 
of trade policy barriers to expanding foreign economic relations. It is true, though, 
that the liberalisation of trade in industrial products was practically already completed 
by both parties by the end of 2001 as a result of the implementation of the Europe 
Agreements. The accession of the Visegrád countries, including Hungary, increased 
the power of Berlin, because Germany was best placed to benefit from the opening up 
of the new markets. German exporters of capital profited the most from the impressive 
growth in foreign direct investments too. 

Resistance to toll work performed by the Visegrád countries and Hungary, to al-
lowing employment in Germany and to building assembly and fitting jobs increased 
within Germany. Both competitors affected by this process and German employee ad-
vocacy groups such as trade unions are increasingly opposed, especially in areas where 
unemployment rates have been low for a long time and future expectations were equal-
ly unfavourable. Measures that have an adverse effect on German jobs and the German 
labour market understandably meet growing resistance on the part of those concerned. 
It is important to take into account, however, that in addition to creating now jobs in 
Hungary, German FDI investments also contribute to preserving German jobs by im-
proving the per unit cost of production through supplies from the CEE and thus mak-
ing production in Germany more competitive. The growth in exports to the Visegrád 
Group, including Hungary, especially exports of technology and durable electronic 
consumer goods directly contribute to preserving several hundreds of thousands of 
jobs in Germany. 

With the reunification of Germany and the change of regime in Central and Eastern 
Europe, the division of Germany and Europe ended, but the fragmentation of Central 
and Eastern Europe remained, thus it was not possible on the part of economic players 
to unify Europe economically and to create organically developing regions that evolve 
through mutual economic relations (despite CEFTA and other initiatives).
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Germany is an “anchor” and development hub for all Visegrád countries, but it 
could not become the engine of growth, as it was hoped. The reasons for this lie partly 
in that the long-term growth rate of Germany was extremely slow (one of the slow-
est in Western Europe), and partly in that the structural development problems of the 
whole Central and Eastern European region have persisted and hindered the formation 
of regions, despite some extremely impressive growth rates that occurred in various 
countries from time to time. 

In the period that elapsed between now and the political transformation, Central 
Europe has not pulled and still does not pull Germany “eastwards” (this is not possible 
or desirable). It would be historically important, however, for Central Europe to regain 
its regional stability and to become an attractive partner as a centre of development 
within Europe. In this way the centre of Europe could function as an attractive zone of 
dynamism and stability, it could become Central Europe instead of Zwischen-Europa 
(in-between-Europe) and operate as a significant and high-standard economic zone of 
the European Union. 

Central European countries and Germany do not represent the same economic pow-
er. The relationship is asymmetrical as the dependence of CEE countries on Germany 
both economically and financially is much greater than the other way around. In the 
period that lasted from the collapse of the communist regimes until EU accession, dur-
ing the time of associated status and preparation for EU accession, from the perspective 
of commercial policy, asymmetry favoured Germany, i.e. Germany got rid of more cus-
toms duties and obstacles to trade faster, but it also derived more profit more quickly 
from the opening up of markets, therefore Germany enjoyed positive asymmetry in 
this respect, because in the marketplace the bargaining power and positions of small 
Central and Eastern European countries were weaker. 

For a long time the economic strength of Germany exceeded its political influence 
within the European Union and the world, but after reunification this situation was 
reversed. Germany’s economic and financial resources were mostly tied down due to 
the costs of reunification, the rehabilitation of east German states and their reintegra-
tion into the German economy as a whole (this entailed expenditures in the order of 
180-200 billion German marks per year, i.e. an annual spending of one hundred billion 
euros). This alone is several times more than the amount Germany contributes to the 
European Union or spends on investments in Central and Eastern Europe. Germany’s 
economic and financial strength and capacity are well characterised by the fact that 
during the 2008-2009 crisis it freed up seven hundred billion euros of funds to spend on 
crisis prevention and stabilisation, and this huge investment was implemented in the 
framework of around 150 rational, well-structured crisis management programmes. 

Germany’s top priorities with respect to international economic cooperation are to 
develop transatlantic relations, to operate and develop European integration, then to 
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develop FDI relations and cooperations with Central and Eastern Europe, the new EU-
10. (This is the order of these priorities, but relations with Russia, China and the Far 
East have not been included). In the case of Central and Eastern European countries 
and Hungary, however, the European Union, and its leading state, Germany, clearly 
come first in the hierarchy of important economic and economic policy relations. 

With respect to the system of relations within the EU it is important that “European 
integration ensured the emergence of a Europeanised German nation-state”,1 thus Ger-
many does not dominate or have supremacy over the economy of the region, but as the 
main commercial partner, investor, technology supplier, it is a key player contributing 
to the transformation of the economic structures. The building of Germany’s economic 
positions in Central and Eastern Europe did not only result in the large-scale integra-
tion of this region into the international division of labour, but it also helped these 
countries in rejoining the economy of EU. Restoring economic stability of Central Eu-
rope and launching a new high quality development phase after the crisis would help 
regenerate Central Europe, and would also promote German production and market 
expansion. Cooperation between small, relatively less developed countries has limited 
capacity for development, because these countries cannot stimulate each other’s econo-
mies or inject capital.2

Impacts of the 2008–2009 crisis and lessons  
from Germany’s crisis management 

The present study is not intended to analyse the short-term cyclical impacts of the crisis 
but it is important to review the effects of the crisis on Germany, Hungary’s key eco-
nomic partner. Hungary can clearly benefit from the experiences of Germany’s crisis 
management and learn lessons from the reactions of the German economic policy. 

The global financial crisis of 2008–2009 has severely affected Germany. The German 
crisis was primarily the result of the impacts of the American banking and financial crisis 
and subsequently the result of the global economic crisis triggered by the world’s finan-
cial problems. The German economy is completely and extremely reliant on the global 
economy. As the world’s largest exporter, it relies heavily on demand in export markets 
and is affected significantly by the economic cycles of the world’s key markets. This in-
ternational dependence has a massive and quick impact on Germany’s internal economic 
processes. The crisis that began in the autumn of 2008 offers undisputed evidence of both 
the global economic dependence of Germany’s economy and its increased vulnerability. 

The crisis has caused a downturn in all the main areas of the German economy. The 
“magic square” of the economy: economic growth, inflation, employment and the bal-
ance of payments equilibrium have all been hit by the crisis. 
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As a result of rising government spending, the current budget deficit is deteriorating 
along with the total debt to GDP ratio that climbed from an annual rate of 65.1 percent 
in 2007 to 69.6 percent in 2009 and is predicted to reach 72.3 percent in 2010, represent-
ing another leap from meeting the Maastricht criteria. 

In response to the first impacts of the financial and economic crisis of autumn 2008, 
Germany decided to define the key objectives and areas of crisis management. Germa-
ny’s anti-crisis economic strategy focused on three key issues: preventing slowdown in 
growth, solving financial market problems and mitigating the impacts of a decline in 
world markets prospects. As part of the Stability and Growth Pact of the EU, Germany 
developed and revised its own growth and stability pact. 

Key spending objectives defined in this pact: 
1. to support public investments;
2. to ensure credit availability in the economy;
3. to promote employment and training;
4. to reduce taxes and contributions; 
5. to ensure balanced and sustainable fiscal policy.

A ceiling for net public debt is proposed to be determined and laid down in law. An 
underlying principle for further reform in the taxation system is the promotion of in-
creased performance and the growth of economic players (individuals and businesses). 
Pro-family taxation is also planned to be given higher priority to benefit the cause of 
child and youth care. Other strategic objectives include the reform of the social security 
system that will equally insure adequate functioning, quality care and financing. Here, 
calculations analyse the feasibility of financial consolidation. A key area within stability 
is the issue of power supply. The main objectives of this area are economical operation, 
reliable service and the observation of environmental aspects. 

The promotion of R&D projects and the quick transformation of R&D results into 
innovations are defined as the key to sustained growth, employment and profitability. 
The architecture of the new global financial system should focus on the improvement 
of private savings and flow of private capital, risk management and liquidity man-
agement. The requirement to improve transparency assessments, stronger supervision 
of domestic financial markets and enhanced international crisis management are also 
emphasized. German strategic analyses suggest these objectives should be financed by 
national governments and banks. 

A positive fact from the corporate sector is that the total debt of businesses was lower 
than 30 percent of their revenues in 2008. On macroeconomic level, the number of work-
ers exceeded 40 million in the summer of 2008 hitting a new record. The number of 
workers paying social contribution was over 28 million at the time. (The rest was exempt 
from social contribution.) The problems arising as a result of the crisis that surveys urge 
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to tackle include liquidity squeeze, lost confidence and weakened solvency of business-
es and banks. Germany has established a special fund for financial market stabilization 
(Sonderfonds Finanzmarktstabilisierung) to manage the financial market crisis. 

Key areas defined to play a crucial role not only in crisis management but also in 
future oriented development include education, research and development, invention 
and implementation of new technologies and investment projects to establish a knowl-
edge based society. These are facilitated by:

1. the improvement of innovation capabilities, the development of so-called “tech-
nology strengths”, quicker and more effective approval and availability of patents 
and licences;

2. the development of the high-tech-strategy (both at federal and corporate level);
3. the promotion of freedom and independence of businesses; 
4. promotion of the development and penetration of information and communica-

tion technology;
5. assurance and enhancement of high quality within the education and training 

system. 

Germany is severely affected by the crisis due both to its strong ties with the United 
States and to its extensive dependence on the global market. The crisis primarily trig-
gered by external factors has serious internal impacts that affect all key areas of the 
German economy. Germany’s economy is strong but vulnerable due to the dominance 
of crisis-sensitive sectors (the car and the machine industry). Germany is also heavily 
export reliant and is strongly tied to other parts of the world financially. As a result of 
the crisis many realised that the measures to tackle a classic recession are not sufficient 
this time; the lasting solution is a stronger real economy and enhanced competitiveness. 

Germany has intended to implement its anti-crisis policy as development, structural 
and export policy from the very beginning. Until now, this objective has apparently not 
been achieved. Twenty-two percent of Germany’s GDP goes for export but this rate is 
much higher in future oriented sectors and in the traditional export industries (e.g. car 
industry). Four out of ten jobs in Germany depend on exports. Germany scored as the 
world’s largest exporter in 2008, outperforming even the United States. In 2008, Ger-
man exports were worth over 1000 billion euros. Germany is heavily reliant on inter-
national markets; these indicators demonstrate most visibly the effects of the crisis: in 
2009, exports are forecast to drop 8.3 percent in real terms while imports may be down 
by 5.2 percent. As Germany is the largest foreign trade partner of the Visegrád coun-
tries including Hungary, falling German foreign trade figures will undoubtedly have a 
severe impact on the region and Hungary. 

In principle, investments are supported by the fact that the equity ratio in German 
businesses reaches 65 percent but current unfavourable production profit prospects 
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and shrinking markets discourage investments, even in presence of incentive schemes 
and own assets. The German population has a high propensity to save that rose even 
higher in 2009 with the German public saving 16 to 18 percent of their gross income, 
which is truly exceptional. 

The public crisis management and stimulus packages for 2008 and 2009 transfer a 
total of over 700 billion euros making the German bailout programme the largest in the 
world exceeding that of the United States by far. (A total of 149 comprehensive, specific 
action plans have been developed in Germany.) 

Germany aimed to develop a crisis management plan that is free of unnecessary 
subsidies and restrictions but in practice the government was forced to radically raise 
public spending which will lead to a much higher budget deficit than the 3.6 percent 
planned for 2009. The two most important objectives of the German crisis management 
strategy are consolidation and sustainable development. 

Key factors in the future of economic relations between 
Hungary and Germany

The crisis of 2008–2009 clearly demonstrated the extreme vulnerability and structural 
weaknesses of Central and Eastern Europe and especially of Hungary. Hungary’s eco-
nomic structure is very vulnerable to economic cycles, the assembly industry has been 
harder hit than other sectors, demand for low skilled or unskilled workers has fallen or 
dried up fully (in certain areas). The crisis has severely affected Central European efforts 
to harmonize the level of economic progress and development with the rest of Europe. 

The crisis has also led to a significant drop in foreign trade activity between Germa-
ny and the CEE, especially between Germany and Hungary. Compared to the same pe-
riod in the previous year, Hungarian imports from Germany fell 34.2 percent between 
January and May 2009 while Hungarian export to Germany was down by 28.2 percent. 
The slowdown in trade between Germany and Hungary was above the average on both 
sides. Hungary’s total import shrank by 30.7 percent while our total export decreased 
by 26.5 percent in the same period (Hungarian Central Statistical Office, Statistical Re-
port, 6/2009). 

In order to insure a sustained convergence trend, long-term, consistent develop-
ment, training and job creation strategies need to be implemented instead of restric-
tion-caused downsizing. 

Labour costs in the CEE including Hungary remain low that is relative productiv-
ity is higher compared to labour and other related costs, which means foreign inves-
tors including German ones can benefit in absolute terms from employing Hungarian 
workers. Tax rates and other public charges are also significantly lower than those in 
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Western Europe including Germany and these costs represent only a tiny fraction of 
those in absolute terms. However, uncertainties in the economic policy and the unpre-
dictability of taxes and other charges discourage more and more investors. In absolute 
terms, wages and income have been much lower than wages and income in Western 
Europe in the last 8 years but the pace of growth in wages and income after 2002 sig-
nificantly exceeded the pace of growth in productivity in Hungary that created a very 
unfavourable tendency for businesses leading to a significant deterioration in the effi-
ciency of employment. German businesses have played a crucial role in employment in 
Hungary: between 2005 and 2008, they have employed an average of 300 000 Hungar-
ian workers per year. 

In post-crisis European economic co-operation, in the recovery of Central Europe 
and in future Hungarian-German relations, economic policies, strategies and the pros-
pects of real growth will be very important as these will define business conditions 
and competitiveness factors for investors. In order to insure the integration of Central 
Europe and Hungary into the post-crisis European economy with long-term prospects, 
structural development on micro level, replacement of outdated infrastructure and im-
proved conditions to promote the transformation of research and development results 
into innovation are primarily required. The crisis of 2008-2009 clearly demonstrated the 
presence and even the widening of an economic gap between the two parts of Europe, 
which must first be made somewhat narrower in order to resume the development of 
relations and to mitigate the impacts of the crisis.

In Western Europe, integration was the result of closely tied regions, production 
activity and markets (e.g. Benelux union). In Central and Eastern Europe, the involve-
ment in integration, the accession into the EU facilitated the emergence of regions, the 
gradual integration of Central Europe. The Visegrád Group still faces numerous eco-
nomic efforts to replace diversion with cohesion relying on convergence factors. The 
relations that have been formed in the last 20 years between Hungary and Germany, 
in foreign trade, in the corporate sector, in supplier relations and in working capital 
co-operations may be a good basis to build on in the future. To recover from the eco-
nomic crisis, both countries and the whole EU region will have to adopt new economic 
policies that will help open a new phase of long-term, sustainable and future oriented 
growth building on innovation and based on added value and human capital. 

Central and Eastern Europe including Hungary will have to remain attractive for in-
vestors, attractive for businesses to settle here. To be able to do so, more emphasis must 
be placed on human resource development, in particular on better quality in vocational 
training, on enhanced use and promotion of the research and development potential 
as well as on the improvement of innovation conditions. Certain areas of infrastructure 
have been declining in recent years, their repair and development should be treated as 
top priority. 
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Table 1

Economic potential of Hungary and Germany – key indicators
Hungary Germany

Population 1,000 10,056 82,262
pers./km2 108 231

Gross domestic product Bn EUR 102 2,424
EUR/capita 10,095 29,464

Employment*

Employees 1000 3,897 39,659
Unemployed 1000 312 3,609
Unemployment rate % 7.4% 8.%
Average monthly wage (gross) EUR/month 736  3,028**

Employees by economic sector 1000 2,760 40,295
Agriculture, forestry, game and fishery % 3.3% 2.1%
Industry % 27.0% 19.9%
Construction % 4.7% 5.6%
Commerce, hospitality, transport, Communication % 23.8% 24.9%
Finance, rela estate management, Corporate services % 10.9% 17.5%
Community and personal services % 30.4% 30.1%

Balance of payments
Bn EUR –5.1 184.2

% of the GDP –5.0% 7.6%
Balance of trade Bn EUR –0.3 198.6
Exports Bn EUR 68.5 969.0
Share of EU–27 % 78.8% 64.6%
Imports Bn EUR 68.8 770.4
Share of EU–27 % 69.6% 59.4%
Direct investment
FDI – inward flows Bn EUR 66.4 389.5***

FDI – outward flows Bn EUR 12.5 784.7***

Notes: 2007 data
* According to ILO methodology, yearly average
** Q4, only full-time employees excl. public sector
*** 31.12.2005

Source: CSO, Statistisches Bundesamt Deutschland, NBH, Bundesbank
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Table 2

Germany’s exports to the EU–10 (Million EUR)
1990 1995 2000 2002 2004 2005 2008*

Germany’s total exports 348,117 383,232 597,440 651,320 731,544 786,266 994,870
Hungary 3,099 3,593 10,299 11,185 12,816 13,646 17,617
Czech Republic … 6,043 12,797 16,010 17,766 19,161 27,801
Slovakia … 1,577 3,319 4,079 5,525 5,957 8,884
Poland 3,904 6,491 14,512 16,103 18,776 22,349 40,149
Slovenia … 1,604 2,277 2,380 2,692 2,976 4,370
Romania 1,339 1,311 2,501 3,280 4,397 5,317 8,752
Bulgaria 1,125 680 876 1,169 1,564 1,841 2,694
Estonia … 189 432 621 777 1,017 1,514
Latvia … 302 620 877 845 930 1,381
Lithuania … 393 915 1,324 1,484 1,539 2,373
* estimates

Source: Statistisches Bundesamt, Genesis-Online Datenbank, Wiesbaden, Sep. 2009

Table 3

Germany’s imports from the EU–10 (Million EUR)
1990 1995 2000 2002 2004 2005 2008*

Germany’s total omports 293,215 339,618 538,311 518,532 575,448 628,087 818,621
Hungary 2,294 3,533 10,633 12,154 13,412 14,209 17,758
Czech Republic … 5,413 12,877 16,240 16,493 17,680 28,331
Slovakia … 1,605 3,424 5,081 7,365 6,876 8,857
Poland 3,561 6,347 11,939 14,193 15,973 16,770 26,228
Slovenia … 1,858 2,595 2,612 2,395 2,504 3,789
Romania 779 1,100 2,105 2,456 3,159 3,483 4,786
Bulgaria 481 409 597 734 971 1,073 1,425
Estonia … 129 348 382 435 367 339
Latvia … 297 405 436 402 398 462
Lithuania … 312 608 704 741 735 1,212
* estimates

Source: Statistisches Bundesamt, Genesis-Online Datenbank, Wiesbaden, Sep. 2009



84 Foreign  Policy Review

István Kőrösi

 Table 4

Share of Germany’s exports to the EU–27 (%)
2001 2005 2007

EU–27 100.0 100.0 100.0
Hungary 2.6 2.7 2.8
Czech Republic 3.7 3.8 4.2
Slovakia 1.0 1.2 1.4
Poland 3.7 4.4 5.8
Slovenia 0.6 0.6 0.7
Romania 0.8 1.0 1.2
Bulgaria 0.3 0.4 0.4
Estonia 0.1 0.2 0.2
Latvia 0.3 0.3 0.4
Lithuania 0.2 0.2 0.3

 Source: External and intra-European trade. 
 Statistical Yearbook – Data 1958–2007, Eurostat, Brussels

Table 5

Share of Germany’s imports from the EU–27 (%)
2001 2005 2007

EU–27 100.0 100.0 100.0
Hungary 3.2 3.4 3.5
Czech Republic 4.1 4.4 5.3
Slovakia 1.2 1.7 1.8
Poland 3.8 4.2 4.9
Slovenia 0.7 0.6 0.7
Romania 0.6 0.8 0.9
Bulgaria 0.2 0.3 0.3
Estonia 0.1 0.1 0.1
Latvia 0.2 0.2 0.3
Lithuania 0.1 0.1 0.1

Source: External and intra-European trade. 
Statistical Yearbook – Data 1958–2007, Eurostat, Brussels
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Table 6

Annual growth of the volume of exports (%)
2000 2005 2007 2008

EU–27 12.5 5.9 5.0 1.5
Germany 13.5 7.7 7.5 2.7
France 12.4 3.1 2.6 –0.2
Great Britain 9.1 8.1 –4.1 0.1
Italy 11.9 1.1 4.6 –3.7
Hungary 22.0 11.3 16.4 4.8
Czech Republic 16.5 11.6 14.9 6.9
Poland 23.2 8.0 9.1 7.2
Slovakia 8.9 10.0 13.8 3.2
Slovenia 13.1 10.6 13.8 3.3
Estonia 27.7 20.9 0.0 –1.1
Latvia 9.5 17.7 4.3 11.3
Lithuania 11.3 20.2 10.0 –1.3
Romania 23.4 7.6 7.9 19.4
Bulgaria 16.6 8.5 5.2 2.9

Source: EU Economic Data. Pocketbook, 2009. No. 1, Eurostat, Brussel

Table 7

Annual growth of the volume of imports (%)
2000 2005 2007 2008

EU–27 11.5 6.2 5.2 1.5
Germany 10.2 6.5 5.0 4.2
France 14.9 5.9 5.4 0.8
Great Britain 8.9 7.0 –1.5 –0.6
Italy 9.8 2.1 3.8 –4.5
Hungary 20.3 7.0 13.4 4.7
Czech Republic 16.3 5.0 14.2 4.6
Poland 15.5 4.7 13.6 8.3
Slovakia 8.2 12.4 8.9 3.3
Slovenia 7.1 6.6 15.7 3.5
Estonia 27.3 17.5 4.2 –7.9
Latvia 4.8 16.4 11.6 10.0
Lithuania 3.1 11.8 14.7 –13.6
Romania 27.1 16.0 27.2 17.5
Bulgaria 18.6 13.1 9.9 4.9

Source: EU Economic Data. Pocketbook, 2009. No. 1., Eurostat, Brussel
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Table 8

Hungary’s external trade balance (Million EUR)
1998 2000 2005 2007

Intra-EU–27 600 2,501 3,537 6,518
Germany 1,044 2,471 470 1,050
France –333 81 41 252
Great Britain –51 148 1,220 1,379
Italy –556 –823 267 780
Austria –21 81 –685 –1,073
Finland –152 –298 58 –188
Sweden –84 –125 74 –177
Netherlands 389 891 –370 –981
Belgium –39 174 –107 –315
Ireland 127 –2 –93 70

Source: External and intra-European trade. 
Statistical Yearbook – Data 1958–2007, Eurostat, Brussels

Table 9

Germany’s external trade balance (Million EUR)
1998 2000 2005 2007

Intra-EU–27 33,480 46,481 98,946 126,577
Extra-EU27 30,991 12,649 56,862 67,682
France 6,485 15,570 24,855 27,010
Great Britain 12,994 12,430 20,607 27,637
Italy 3,546 9,603 17,827 19,601
Hungary 636 360 –171 2
Czech Republic 840 –68 1,402 –200
Poland 94 –80 –902 –423
Slovakia 4,044 2,714 5,453 11,942
Slovenia –88 –177 423 554
Romania 509 474 2,002 3,272
Bulgaria 207 303 809 1,063
Estonia 221 110 631 1,117
Latvia 257 224 507 1,251
Lithuania 442 340 813 1,198

Source: External and intra-European trade. 
Statistical Yearbook – Data 1958–2007, Eurostat, Brussels
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Table 10
Balance of payments compared to the GDP (%)

2000 2005 2007 2008
EU–27 … –0.8 –1.1 –2.0
Germany –1.7 5.1 7.9 6.6
France 1.2 –0.6 –1.0 –1.9
Great Britain –2.6 –2.6 –2.9 –1.6
Italy –0.5 –1.7 –2.4 –3.4
Hungary –8.4 –7.5 –6.4 –8.4
Czech Republic –4.8 –1.3 –3.2 –3.1
Poland –5.8 –1.2 –4.7 –5.5
Slovakia –3.5 –8.4 –5.7 –6.6
Slovenia –2.7 –1.7 –4.2 –5.5
Estonia –5.3 –10.0 –18.1 –9.2
Latvia –6.0 –7.1 –14.6 –11.6
Lithuania –4.8 –12.5 –22.5 –12.7
Romania –3.7 –8.6 –13.5 –12.2
Bulgaria –5.5 –12.4 –25.2 –25.3

Table 11

Hungary’s external trade with Germany by States [Hungarian exports]
2005 2008

Million EUR % Million EUR %
Baden-Württemberg 3,115 21.7% 3,977 22.4%
Bavaria 3,748 26.1% 4,991 28.1%
Berlin 121 0.8% 174 1.0%
Brandenburg 45 0.3% 93 0.5%
Bremen 83 0.6% 85 0.5%
Hamburg 327 2.3% 537 3.0%
Hessen 1,459 10.2% 1,889 10.6%
Mecklenburg-Western Pomerania. 6 0.0% 17 0.1%
Lower Saxony 1,154 8.0% 1,432 8.1%
North Rhine-Westphalia 2,875 20.1% 2,874 16.2%
Rhineland-Palatinate 244 1.7% 353 2.0%
Saarland 233 1.6% 309 1.7%
Saxony 321 2.2% 359 2.0%
Saxony-Anhalt 46 0.3% 65 0.4%
Schleswig-Holstein 131 0.9% 192 1.1%
Thuringia 104 0.7% 157 0.9%
Residue 321 2.2% 256 1.4%
Total 14,333 100.0% 17 760 100.0%

Source: EU Economic Data.  
Pocketbook, 2009. No. 1.,  
Eurostat, Brussel

Source:  
Statistisches 
Bundesamt,  
www.duihk.hu/
wirtschaft
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Table 12

Hungary’s external trade with Germany by states [Hungarian imports]
2005 2008

Million EUR % Million EUR %
Baden-Württemberg 1,758 12.9% 2,547 14.5%
Bavaria 3,909 28.8% 4,668 26.5%
Berlin 97 0.7% 108 0.6%
Brandenburg 133 1.0% 160 0.9%
Bremen 32 0.2% 62 0.4%
Hamburg 108 0.8% 186 1.1%
Hessen 579 4.3% 896 5.1%
Mecklenburg-Western Pomerania. 18 0.1% 28 0.2%
Lower Saxony 1,007 7.4% 1,138 6.5%
North Rhine-Westphalia 1,908 14.1% 2,722 15.5%
Rhineland-Palatinate 399 2.9% 572 3.2%
Saarland 128 0.9% 160 0.9%
Saxony 259 1.9% 400 2.3%
Saxony-Anhalt 178 1.3% 271 1.5%
Schleswig-Holstein 145 1.1% 256 1.5%
Thuringia 201 1.5% 253 1.4%
Residue 2,721 20.0% 3,189 18.1%
Total 13,580 100.0% 17,616 100.0%
Note: Residue is high in terms of both value and rate. Some of the Hungarian imports cannot be classified by states.

Source: Statistisches Bundesamt, www.duihk.hu/wirtschaft

Table 13

Hungary’s export to Germany by product categories (%)
1990 1995 2000 2005 2008

Food, beverages and tobacco 19.84 13.86 3.40 2.83 3.1
Crude materials 43.68* 42.79* 12.87 12.46 2.0
Energy products 2.92 1.43 0.72 0.87 2.7
Manufactured goods 21.22*** 27.93*** 23.24 23.92 25.5
Machinery and vehicles 12.34** 13.99** 71.35 71.13 66.7
* Crude materials, semi-finished products and parts
** + Other investment goods
*** Manufactured consumer goods

Source: External Trade Statistical Yearbooks, CSO, 1990, 1995, 2000, 2005 and CSO, 2008
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Table 14

Hungary’s import from Germany by product categories (%)
1990 1995 2000 2005 2008

Food, beverages and Tobacco 1.97 2.67 1.23 3.49 4.1
Crude materials 59.8* 45.94* 0.74 0.79 1.1
Energy products 0.00 0.00 0.27 1.73 2.1
Manufactured goods 11.19*** 25.70*** 36.93 32.82 32.9
Machinery and vehicles 26.90** 25.69** 60.81 61.17 59.8
* Crude materials, semi-finished products and parts
** + Other investment goods
*** Manufactured consumer goods

Source: External Trade Statistical Yearbooks, CSO, 1990, 1995, 2000, 2005 and CSO, 2008

Table 15
German FDI in Hungary (year-end value, million EUR)
1989 37
1990 136
1995 1,771
2000 7,187
2002 9,328
2004 12,255
2005 14,060
2006 16,499

Source: Bundesbank, www.duihk.hu/wirtschaft

Table 16
German FDI in Hungary by sector (%)

Vehicle manufacturing 28.6
Transport and telecommunications 17.1
Commerce 12.9
Energy and water management 10.5
Banks and insurance companies 6.0
Other manufacturing facilities 4.6
Electrotechnology, elektronics 4.4
Metal processing 3.7
Chemical industry 3.1
Real estate development and trading 3.0
Machine industry 2.1
Other 4.1

Source: Bundesbank, www.duihk.hu/wirtschaft
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Table 17

Evaluation of key investment factors by German companies operating in Hungary
Importance Satisfaction

1 = very important, 5 = not important 1 = very satisfied, 5 = not satisfied
2008 2008 2007 2006 2005

Economic policy environment
1 EU membership 1.89 2.52 2.58 2.72 …
2 Efficient public administration 1.86 3.77 3.68 3.62 3.58
3 Tax system, fiscal administration 1.58 3.96 3.73 3.52 3.63
4 Tax rates 1.49 4.22 3.88 3.52 3.65
5 Access to state and EU support 2.74 3.31 3.36 3.39 3.43
6 Infrastructure 1.96 2.93 2.83 3.11 3.03
7 Legal certainty 1.55 3.00 2.96 2.87 2.80
8 Transparency of public procurement 2.47 3.73 3.61 3.66 3.48
9 Predictability of economic policy 1.60 3.74 3.74 3.45 3.25
10 Research and development environment 2.73 3.17 3.03 3.15 3.07
11 Political stability 1.72 3.33 3.46 2.91 2.67
12 Fight against corruption and crime 1.82 3.72 3.73 3.55 3.60
Business environment
13 Availability of local suppliers 2.22 2.70 2.64 2.56 2.66
14 Quality of local suppliers 1.90 2.81 2.74 2.72 2.82
15 Payment discipline 1.55 3.37 3.13 3.25 3.26
16 Internal market (domestic demand) 1.83 3.08 2.92 2.81 2.77
17 Export demand in regional third markets 2.76 2.87 3.01 3.05 2.81
Labour market
18 Labour costs 1.58 3.42 3.20 2.89 3.00
19 Productivity of employees 1.52 2.82 2.71 2.88 2.88
20 Performance motivation of employees 1.52 2.79 2.67 2.74 2.70
21 Flexibility of labour regulations 1.95 3.24 3.13 3.22 3.24
22 Level of training of employees 1.57 2.75 2.70 2.67 2.64
23 Training – career starters 2.05 3.16 3.06 2.98 2.97
24 Availability of skilled workforce 1.70 3.35 3.25 3.11 3.14
25 Availability of semi-skilled workforce 2.87 2.91 2.94 2.66 2,85

Source: DUIHK Prosperity Survey, Yearbook 2007–2008, p. 255
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Table 18
How attractive are the following countries for German companies as prospective investment sites?

Average rating Rank
1 = very attractive, 6 = not attractive

2008 2008 2007 2006
Romania 2.29 1 5 11
Czech Republic 2.35 2 1 3
Slovakia 2.36 3 3 2
Slovenia 2.39 4 2 5
Poland 2.46 5 6 7
Germany 2.65 6 7 12
Estonia 2.74 7 11 6
Croatia 2.81 8 8 10
Latvia 2.89 9 9 8
China 2.92 10 10 1
Hungary 2.95 11 4 4
Lithuania 2.96 12 12 9
Bulgaria 3.12 13 14 13
Russia 3.16 14 13 14
Ukraine 3.56 15 15 15
Macedonia 4.05 16 16 –
Serbia 4.08 17 17 16
Montenegro 4.15 18 18 –
Bosnia-Herzegovina 4.50 19 19 –
Albania 4.83 20 20 –

Source: DUIHK Prosperity Survey, Yearbook 2007–2008, p 256

Table 19
Increase in EU–10 trade with Germany before and after EU accession 

(comparison of the 2000–2004 and the 2004–2008 periods)
Exports Imports

2000–2004 % 2004–2008 % 2000–2004 % 2004–2008 %
Hungary 126 131 124 137
Czech Republic 128 172 138 156
Slovakia 215 120 166 161
Poland 134 164 129 214
Slovenia 92 158 118 162
Romania 150 151 176 199
Bulgaria 163 147 179 172
Estonia 125 115 180 195
Latvia 99 115 136 163
Lithuania 122 164 162 160

Source: 
Statistisches 
Bundesamt, 
Genesis-Online 
Datenbank, 
Wiesbaden, Sept. 
2009 alapján, 
saját számítás
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