ENLARGEMENT: THE NEW FACE OF THE EU

Hungary

Hungary-EU Relations

Hungary concluded the Europa Agreement with the European Communities in December 1991, with it entering into force on 1 February 1994. This Agreement covered trade-related issues, political dialogue, legal approximation and other areas of co-operation, including industry, environment, transport and customs and aims at progressively establishing a free-trade area between the EU and Hungary. 


In March 1994, Hungary was the first country of the region to formally apply for EU membership. At the Luxembourg European Council in December 1997 it was finally decided to launch the accession negotiations with six of the applicant countries, among them Hungary.

The negotiations with Hungary were launched on 30 March 1998. Since then, Hungary participated in eight meetings of the Accession Conference at ministerial level. In December 2000, the European Council in Nice endorsed a "roadmap" for the completion of the negotiations, including a calendar for dealing with all topics over three Presidencies from the beginning of 2001 to mid-2002. 

In the Regular Report of 9 October 2002, the Commission considered that Hungary along with nine other countries had fulfilled the economic and acquis criteria and would be ready for membership from the beginning of 2004. The European Council in Brussels on 24 and 25 October 2002 endorsed the recommendations of the Commission. The European Council in Copenhagen on 13 December 2002 eventually concluded the negotiations with the 10 countries mentioned above, incl. with Hungary. 

Progress of Hungary towards accession

	Year
	The European Commission states…

	July 1997
	…that, given the extent of the restructuring and modernisation efforts undertaken thus far by Hungary, there was every reason to expect that most sectors of Hungarian industry could in the medium term be competitive operators in the single market, in particular, in sectors receiving foreign direct investment (FDI).

	November 1998
	…that some progress had been made and, in particular, the competitiveness of Hungarian industry had improved as a result of cooperation with Community industry, the high level of investment, including foreign investment, and the adoption of Community provisions on standardisation and conformity assessment. However, the report stressed the need to continue with the restructuring of the steel industry. 

	November 1999
	…that considerable convergence between industrial policies in Hungary and in the European Union. Industrial restructuring was continuing although there had been delays in the steel industry. Foreign direct investment (FDI) was a significant factor in the expansion of this sector. A new strategy had been adopted to support the development of SMEs, and Hungary's participation in the third multiannual Community programme for SMEs (1997-2000) was producing good results.

	November 2000
	…that privatisation had been practically completed. Industrial restructuring had continued since the previous regular report. Foreign investment continued to play an important role.

	November 2001
	…that Hungary is continuing to make progress in the field of industrial policy and has encouraged innovative measures, the creation of networks and foreign investment. Industrial restructuring and privatisation has continued. For SMEs, the Hungarian strategy seeks to aid their development, consolidate their capital base, and help them gain access to innovation and foreign markets.


General evaluation of Enterprise policy

Hungarian industrial policy is very similar to the principles and objectives of EU industrial policy. It is based on maintaining a stable, open and competitive economic environment, which favours the profitability of private businesses.

To achieve the objectives of its industrial policy, Hungary has set up the Hungarian Development Bank, which is supported by the Hungarian Investment and Trade Promotion Agency.

Hungary has continued the restructuring of its industries. The inflow of foreign direct investment (FDI) has resulted in the transfer of technology and management know-how, the modernisation of production facilities and the intensification of other forms of cross-border cooperation. It is attempting to attract these investors to the east of the country in order to close the gap in development and thus reduce regional disparities.

Nevertheless, the restructuring process is slower for those Hungarian enterprises that do not benefit directly from FDI. It is important for Hungary now to seek to foster the local corporate sector. The large number of multinationals working in Hungary should encourage the development of a network of local supply businesses, but inter-industry linkages are not yet sufficiently developed. The policy implemented since 2001 should also help generate SME start-ups in areas other than Budapest and Pest County. Hungarian policy regarding small and medium-sized enterprises is largely in line with EU policy.

Needs to be improved…

· An examination needs to be conducted into whether Hungarian State aid is compatible with Community rules.

· Hungary needs to further reduce the legal and administrative burden on SMEs and improve their access to finance. 

· Coordination between and the visibility of, SME aid networks, needs to be improved. 

