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Economic downturn context of FR

Evolution of GDP (%)
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Public sector expenditures by functions (2007, 

in % of GDP)
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Deficit of state budget (in % of GDP)
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Average statistic staff of budgetary organizations
(Central Statistical Authority, in 1000 heads)

Period Public sector in all

2003. December 812,1

2004. December 804,1

2005. December 789,5

2006. December 764,1

2007. December 715,6

2008. December 712,5

2009. October* 770,0

* Because of change in methodology



Income centralisation and redistribution rate (% of GDP) 
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Income centralisation 42,2 42,7 44,8 46,2 46,1 44,0 42,7
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The Government Decree 2118/2006. (VI. 30.)

1) Content: bundle of decision of governmental action (225 for 
implementation and 86 for investigation) affecting almost 
the whole center governmental institution system

2) Before the worldwide crisis, but it was still crisis in Hungary

The orientation of measures:

a) among central budgetary institutions:

- liquidation in case of unreasonable task performance,

- changing the size of institutions to achieve or at least to 
converge economy of scale,



- territorial concentration:

= horizontal concentration (union of networks belong to a 
certain ministry at county level),

= regionalization within institutional networks independently 
or combined with horizontal concentration,

- union of financial apparatus and/or professional and 
supporting functions and/or physical supplying 
organizations,

- transformation into private sector-kind organization.

b) among non-budgetary institutions:

- outsourcing, marketization, transformation into private 
sector-kind organization when the ability to acquire own 
resources gives its reasons,

- privatization, windup of loss-maker companies.



1. Primary considerations for FR

a) Efficiency, cost-cutting considerations within institutions 
and also across the whole central government

d) Remedy perceived sector inefficiencies, also: ignoring 
overlapping

Mainly in the public administration (e.g. in financial 
administration) and to a smaller extent in connection 
with public services

No ideological consideration, at least not part of a political 
campaign or PR action



2. Level of political support for FR

1) After the 2006 election, without hesitation

2) With the „permission” of the prime minister

3) Very rapidly, not waiting till the resistance from 
all kind of interest groups

4) Carried out in the Ministry of Finance with 
cooperation with the Prime Minister’s Office

5) Utilized mainly the knowledge in the Ministry of 
Finance went back for a couple of years



3. FR scale, terms

1) All sectors under the control of the government 
have been involved

2) Most importantly: in the field of finance, 
agriculture, public security

3) The subordinated agency level were entirely 
involved

4) It was a unique action, thus cannot be repeated



4. FA coverage and comprehensiveness

Review of

b) all functions,

e) staff allocation,

g) decision-making system and the scope of 
authority.

The save came from the cut of the number of 
mainly physical and administrative workers, 
where overlapping existed



5. FR methodology

The decisions were based almost totally on 
preliminary findings and „historical” knowledge.

However, review of relevant documents and 
interviewing of decision-makers and experts also 
influenced the final version of the „package”.

Expanded use of tools was not applied because of 
rapidness.



6. FR findings and results

1) All kind of results existed, because of it was a bundle.

2) Cannot speak about findings because the decisions were 
based on previous knowledge plus hypotheses.

Most apparent results were to decrease of

b) overlap of functions and mandates among institutions 
(e.g. Tax Authority),

c) absence or irrelevant positioning in functions,

d) internal inefficiencies – within institutions (e.g. ministries). 



Results in numbers 

Save in

1) human resource: 20 thousand of people (approx. 10% of 
relevant group)

2) expenses:  200 million EURs (approx. 2% of relevant 
institutional expenses)

The number of central budgetary institutions:

1991 1996 1999 2004 2006 2007 2008 2009 2010

1516 1343 1156 909 823 611 576 556 540



7. Impact and sustainability of FR

1) Almost all kind of impacts existed, because of it was a 
bundle, mainly

a) improved functioning or provision of public services,

b) reduced costs, better targeting of services,

e) improvement of infrastructure accross sectors and also in 
many institutions.

2) However, some functions were redelegated to state actors 
(instead of the opposite process)

3) New functions was mainly the centralization of provision 
towards budgetary institutions
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