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Abstract: In the first part the main factors of the transition period (such as GDP, industrial
growth, structural changes in the economy, energy prices, energy consumption, energy
efficiency etc.) are studied. The second part focuses on the governmental policies that have
tried to keep under control the changes. The last part shows the result of the policies, the
mitigation of the emissions.

From 1989-90, the political-economic transition period (the way from centrally planned
economy to market economy) has had a strong influence on many factors influencing the
emissions such as GDP, industrial growth, structural changes in the economy, energy prices,
energy consumption, energy efficiency etc.

In the following we would like to present the evolution and impacts of these factors and how
governmental programmes and measures influenced them in order to mitigate the emissions.

1. Introduction: The economic landscape

Before the start of the political-economical changes (1989-90) in Hungary, energy
consumption was characterised by two main factors: the importance of the energy intensive
branches and the very low, heavily subsidised energy prices. These factors – and of course the
relatively low GDP - caused the energy intensity to be 3-4 times higher in Hungary than in the
EU.

In the first years of the transition period (1990-3) the heavy industries (iron, steel, aluminium,
chemical) collapsed and the very strong ties with the former COMECON countries - mainly
with the Russian market - were cut. The consequences were dramatic: GDP decreased by 15
% (see Table 1). At the same time the country saw a sudden decline in energy demand, from
1350 PJ to 1050 PJ (-23 %).

Table 1. Hungary’s GDP from 1989 to 2000

Year 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

% 100 96,50 85,02 82,38 81,89 84,26 85,53 86,64 90,62 95,24 99,91 105,1

%
change

-3,50 -11,90 -3,10 -0,60 2,90 1,50 1,30 4,60 5,10 4,90 5,2

Source: Hungarian Central Statistical Office (HCSO)
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Due to the investment friendly economic environment, a large-scale privatisation programme
started in the manufacturing sector in the first half of the nineties. Foreign investors – mainly
such international giants as General Motors, General Electric, IBM, Sony, Nokia, Siemens,
Philips, Thompson, VW etc. - started to build up export oriented, low energy intensity
branches.

Privatisation began in the energy sector early. The Competition Law and the 1994 Electricity
and Gas Acts  brought Hungary’s energy market closer in line with EU directives. Since late
1995, when large stakes in the gas and electricity companies were sold off to foreign investors
(e.g. RWE, Bayernwerk, Gas de France, Electricité de France, Tractebel, Powergen, AES,
Italgas, VEW-Ruhr etc.), Hungary can now claim that it has privatised its energy sector, and
advanced down the road of private ownership and the free market.

Hungary’s progress in the transition to a market economy has been considerable.

Some important indicators about the progress:

• Private sector share of GDP, mid-1998: 80 %;
• Substantial progress on price liberalisation;
• Membership in WTO and OECD;
• about 60 % of the GDP generated by totally foreign owned companies;
• about 80 % of export generated by totally foreign owned companies (more than ?  o f

the export goes to EU).

All these important steps have had a positive influence on the economy. The GDP reached its
lowest point in 1993 and since then there has been an accelerating increase of GDP. (See
Table 1.) In the 1st and 2nd quarters of 2000 the GDP increased by over 6 %.

Simultaneously inflation has substantially diminished (but is still stubbornly high) from 28.2
% (1995) to 9.8 %  (2000) (See Table 2.) and foreign direct investment is about $24bn, the
highest per capita value in Central-Eastern Europe. The unemployment rate is about 7 % in
Hungary.

Table 2. Inflation in Hungary

Inflation %
Year Actual data from the Central Statistical Office
1995 28.2
1996 23.6
1997 18.3
1998 14.3
1999 10.0
2000 9.8

The collapse of heavy industries, the structural changes in industry, the introduction of market
prices for oil and coal products and cost based prices for piped energy commodities have had
an important stabilising effect. The total primary energy supply (TPES) has been stable (about
1040 PJ)  for the last 8 years and has alternated only according to the weather conditions.
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As a consequence of the stable energy consumption and the rapidly growing economy, energy
intensity (= energy consumption / GDP) has considerably decreased in Hungary see (Figure
1). The GDP and the energy consumption have been decoupling for the last years.

Industrial growth: Following the loss of Eastern markets, the industry started developing in
1992. Average industrial growth was 3,9 %/year from 1991 to 1998, a relatively high figure
taking into account the fact that this period includes a year of recession. Since 1998 the
industrial production has increased by over 10 %. This fast growth slowed down only in
summer 2001, due to the slowing EU economies.

Industrial growth ultimately proved to be the motor of the economic growth.

The driving force behind industrial growth is foreign investments: besides the
privatisation of state assets, substantial green field investments were made in the examined
period.

Table 3. Industrial growth in Hungary
(% of the previous year)

%/year
1992 1993 1994 1995 1996 1997 1998 1999 2000

Industry -5,3 1,5 5,8 3,8 6,7 10,2 7,7 12* 12*
*preliminary data

Table 4. Evolution of GDP, industrial value added and private consumption

HUF ’91 Billion
1991 1992 1993 1994 1995 1996 1997 1998

GDP
at market price 2498 2421 2407 2478 2515 2548 2665 2796
Industrial gross
value added 790 747 759 803 850 864 952 1025
Private
consumption
of households

1746 1746 1779 1776 1650 1588 1613 1688

Fig.1. Evolution of GDP and energy consumption 
between 1993-2000 in Hungary
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Despite the fast growing GDP, the private consumption of the households stagnates and is
still below the 1989 level while the GDP is already by 5 % over the 1989 level.

2. Trends of energy consumption

As it was already mentioned the total primary energy supply (TPES) has been stable (about
1040 PJ)  for the last 8 years and has alternated only according to the weather conditions.

Between 1990 and 1998, the final consumption of energy fell by 19,5 %, from 822,0 PJ to
661,3 PJ, which is an annual average reduction of 2,4 %.
Due to the collapse of the large “socialist” industry, energy consumption went down by 16,9
% until 1992, and then remained stagnant from 1993 to 1995 (684-690 PJ). Final consumption
slightly grew in 19961, only to be followed by a moderate reduction from 1997 to 2000. (The
latest data show that this trend goes on till today.)

Table 5. Final energy consumption in Hungary

PJ

1990 1991 1992 1993 1994 1995 1996 1997 1998
822,0 783,3 683,4 690,4 678,8 684,2 704,9 670,0 661,3

                                                
1 Due to the extra cold winter

Figure 2. Macro-economic development in Hungary
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Figure 3. Final energy consumption between 1990-98

These changes in the energy mix and in the energy consumption as well as investment for
improving many energy technologies have led to considerable positive results in the
environment and the outdoor air.

3. Governmental policies and measures

During all these hard years the Hungarian governments tried to direct the changes, diminish
the damages and maximise the advantages.

The most important policies and measures were such as:
• integration into the world trade (75 % of the export goes into EU now)
• privatisation (mainly EU and US investors)
• support of the structural changes in the industry (
• abolishment of subsidies for energy commodity prices

Furthermore:
• establishment of energy efficiency information centres
• set up of energy efficiency funds (grants and soft loans)
• approval of Energy Saving plans by the parliament

Actions in the energy sector: The Energy Saving Plans I. and II.

The government recognised the importance of the energy efficiency and in 1993 worked out
an Energy Saving Plan that was later approved by the parliament. An Implementation Plan
was worked out 2 years later and in 1999 the government elaborated a National Energy
Saving and Energy Efficiency Action Programme and the „Business Model of the Energy
Sector”.

All the three governmental documents (the Plan, the Programme and the Business Model)
emphasised the importance of the improvement of the energy efficiency. A great number of
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actions were introduced, starting from the awareness of energy use, energy conscious
behaviour to different soft loans, labelling schemes, measurement of energy consumption in
buildings (in case of district heating etc.), new efficient lighting etc. A new modernisation
programme – the so-called Szechenyi2 Plan – started in 1999. One of the most important parts
of the new plan deals with energy saving and awareness. For this objective HUF1.8bn is
available in 2001 (1 USD = ~ 280 HUF).

4. The results of the policies and measures

Due to the changes described previously, the energy consumption has been stable for the last
8 years while the GDP increased by 28 % (see Figure 1).

The structural changes in the economy are considerable (see Fig. 4). The energy consumption
of the most polluting sectors (industry and households) decreased. The tertiary sector
(producing the highest value added) increased its energy use.

Figure 4. Final energy use of the main sectors in 1990 (1) and 1998 (2)
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The consequences of all changes are clear. The economy has been increasing, producing more
and more goods (or VA) with relatively less energy use. The energy intensity of the country is
decreasing. Even the household sector was able to diminish its energy use as a consequence of
the energy efficiency policy as well as the not subsidised energy prices. (The household
energy price index increased twice as much as the general consumer price index.)

Now the key indicators of the Hungarian CO2 emissions will be shown, based on IEA data:

                                                
2 a 19th century reformer
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Table 6. Key indicators of the Hungarian CO2 emissions from fuel combustion

1990 1995 1997 1998
CO2/TPES (t CO2 per toe) 2.37 2.32 2.30 2.27
CO2/GDP (kg CO2 per ’90 USD) 1.89 1.83 1.73 1.62
CO2/GDP (kg CO2 per ’90 USD PPP) 0.94 0.90 0.86 0.80
CO2/Population (t CO2 per capita) 6.53 5.67 5.73 5.68

All indicators show a considerable decrease in the examined period (1990-98).

According to the statistics of the Hungarian Ministry of Environment, the evolution of the two
other main pollutants is as follows:
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Fig. 6. Emissions of air pollutants 
 –emissions of nitrogen oxides–
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The emissions of CO2 as well as of sulphur dioxides have continuously diminished since the
beginning of the transition period.


