
The indebtedness and crisis management of Hungarian 
municipalities in an international context
András Bethlendi and Csaba Lentner

The study seeks to place the indebtedness and crisis management of Hungarian munic-
ipalities in an international context. Specific factors in Hungary have also contributed 
to the evolution of subnational fiscal crises. The municipalities had practically built 
a carry-trade position using foreign currency borrowing. Significant ill- considered 
central development subsidies have undermined local fiscal stability. Along with 
extraordinary fiscal support, Hungarian subnational fiscal consolidation also involved 
novel techniques. Central financial assistance was accompanied by a strengthening of 
central fiscal control in Hungary, in line with international experience.

Manufacturing and innovation – lessons for Hungarian  
industry policy 
Tamás Vasvári, Danka Sándor and Zsuzsanna Hauck 

Divorcing innovation from production may bring a loss of innovative potential and 
a decline in manufacturing capacities like industrial commons. Yet the benefits of 
outsourcing activities may gain more value-added tasks, while boosting produc-
tion. Growing experience in manufacturing brings not only productivity growth, 
but an ability to improve innovation capabilities. This fits the evolutionist approach 
of innovation, which unlike the mainstream emphasis on R & D, focuses on learn-
ing and interaction in innovation performance. The paper views the Hungarian 
economy from the angle of production and innovation. It advocates an economic 
policy that focuses on spillover effects of production alongside the increase of R & 
D expenditure, as these are low relative to the economy’s size. For the weight of iso-
lated foreign-owned firms is high in manufacturing and in corporate R & D, while 
the absorption capacity of domestic suppliers and corporate players is low: some 
sectors have hardly a domestic player, while most lack privately owned national 
champions of a size and technology level enabling them to benefit from the positive 
effects. Boosting the spillover effects of production calls for encouraging invest-
ments in industries with major domestic players, although competition is also a pre-
requisite for developing innovation capacities, so that state owned or near-state 
owned companies cannot fill this gap. 
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Urban mobility, public goods and sustainability
Tamás Fleischer

While harnessing new technological potentials of transport and mobilizing all 
reserves in changing regulatory approaches and influencing social expectations, 
it is essential to create sustainable urban transport. This study surveys the public-
goods features of urban public spaces. Based on two criteria, exclusion and hin-
drance/obstruction, the authors distinguish four domains: private goods, pure 
public goods, finite stock commons, and conditional access (or club) goods. If the 
hindrance criterion is treated as a continuous scale proportional to density of use, 
a distinction can be made between the point defining carrying capacity (the limit 
for long-term sustainable operation) and the point defining maximum yield. This 
model provides a frame for guiding unsustainable urban public space use in a sus-
tainable direction, where we can evaluate demand-side management approaches or 
the options to increase the carrying capacity. The closing section sketches the con-
ditions in which electric and self-driving vehicles, the most discussed new transport 
technology innovations, can promote the desired policy measures. The expected 
sustainability benefits can come only from a service inserted into an organized, 
integrated urban transport system.

Modelling the proportion of renewable energy with an outlook  
up to 2020
Tamás Tóth and Ferenc Kulin

Hungary as a member of the EU has committed itself to covering a proportion of 
its future energy consumption from renewable energy resources. The Renewable 
Energy Directive, which defines such member-state obligations, has prescribed 
that Hungary must cover 13% of its energy consumption from renewable energy 
sources by 2020. The study brief ly presents the goals of the renewable energy 
policy, which is part of the Community’s climate policy and its related statistical 
monitoring activity, showing the conditionality and results of the model, which 
serves as a prediction of the share of the renewable energy (RES) up to 2020. The 
model examines possible implementation in the various fields of energy con-
sumption (electricity, cooling and heating, transport) and the collected values 
of the most determinant variables. The results indicate that Hungary’s RES has 
moved favourably in recent years, the chance of meeting the target value by 2020 
can be seen as dubious. The value is affected largely by expected climate change 
and consequent changes in energy consumption for heating and in the propor-
tion of energy carriers used for heating. Apart from covering the results of the 
model, the study mentions brief ly some potential measures to back attainment 
of the target value and possibilities for f lexibility arrangements between specific 
countries stipulated in the Directive.



A b s t r A c t s  o f  t h e  A r t i c l e s 1123

Some thoughts on the negative effects of development aid  
in terms of P. T. Bauer’s Intellectual Legacy
Szabolcs Pásztor 

The paper aims at an overview of the intellectual legacy of the Hungarian-born P. T. 
Bauer, who championed the liberal market order in development economics at a time 
when the prevailing consensus was for central planning and foreign aid. At first his 
ideas seemed heterodox, but in the late 1970s he was seen as a mainstream economist. 
His legacy has been polemic and not well-recognized but an overview points to the 
fact that he was right in a number of cases. He foresaw the harmful effects of central 
planning in development economics. So remembering him and his ideas is important 
not just because he was far-sighted but because he was the loudest Hungarian-born 
critic of development aid.


