®

Check for
updates

CHAPTER 5

Why Does Hungary Not Use the Euro?
The Reasons and Context Behind
Staying Out

Krisztina Arato, Boglarka Koller, and Anita Pelle

INTRODUCTION

In the following, we review one of the EU policies, the monetary union,
through the lens of Hungary’s 20-year membership in the EU. For the
time being, the country is not involved in this common policy area. When
Hungary signed the accession treaty, the presumption was that if the
country was to comply with the Maastricht Criteria, it would join the
Economic and Monetary Union, and the national currency, the forint,
would be replaced by the euro. However, the initial enthusiasm gradually
declined over time, and in 2024, 20 years after accession, the country has
neither a target date for joining the Eurozone nor a strategy for the
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introduction of the common currency. During these 20 years, the
Eurozone experienced several crises and underwent substantial changes.
In Hungary, although sometimes edging closer and other times moving
further away from meeting the convergence criteria during the past two
decades, there was no single moment when the political will to join the
Eurozone and the fulfilment of the convergence criteria both prevailed in
parallel. In the meantime, the majority of the Hungarian public has been
consistently pro-euro; that is, they would prefer to use the common cur-
rency of the European Union as their own currency.

So, what is the reason for Hungary staying out of the Eurozone? What
technical and political debates have arisen surrounding Eurozone acces-
sion over the past two decades of EU membership? In addition to eco-
nomic considerations, what other factors play a role in shaping the
respective positions of the government and the opposition? In our chap-
ter, we approach the issue from a political economy perspective in answer-
ing these questions. We review the regional circumstances and trends
shaping the possibility of Hungary’s Eurozone accession, the reasons why
some Central and Eastern European countries have joined and others have
not, and the consequences of the respective paths.

We also analyse the macroeconomic circumstances and monetary per-
spective of Hungary’s potential Eurozone accession. In the remainder of
the chapter, we look at the political conditions of introducing the euro in
Hungary. In this section, we evaluate the political debates over the past
two decades since Hungary joined the EU, the government positions on
introducing the common currency, and the image of Europe by successive
governments, various political camps, and the public at large. In our con-
clusions, we discuss the consequences of Hungary not having joined the
Eurozone while examining the potential future trajectories of the EU.
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THE FRAMEWORK OF A CRITICAL ANALYSIS

For the majority of the Central and Eastern European countries undergo-
ing a regime change around 1989-1991 (Kornai 1992), the post-socialist
transition went hand in hand with Europeanisation (Schimmelfennig
2001; Radaelli 2004; Borzel and Panke 2013; Wach 2015), implying that
these countries sought to comply with the requirements of EU member-
ship while also striving for conducting successful accession talks and even-
tually becoming EU members. Europeanisation, and then EU accession
and membership, also implied accession to the Eurozone from its launch
in 1999. For the new member states, pursuant to their accession treaties,
this is a contractual undertaking (although the accession treaties do not
include a specific target date). The right to stay out—an exemption that
the United Kingdom and Denmark received in the protocol attached to
the Maastricht Treaty—was not available for the new members anymore.

Nevertheless, the Europeanisation of the monetary policies of Central
and Eastern European post-socialist countries was not an easy process, and
even more importantly, it did not develop consistently across the region as
this was not primarily a question of economic rationality. We must high-
light four decisive elements of this process. First, the post-socialist transi-
tion required special monetary policy regimes for the simultaneous
realisation of economic convergence and stability. The devaluation of the
currencies—which was performed in the framework of introducing a mar-
ket economy and opening up to the global markets—and their gradual
convertibility (i.e., the possibility of exchanging them into other foreign
currencies) all occurred at the same time. The graduality of this process
was due to the desire to avoid a major crisis or shock, as the transition was
challenging enough in itself. The opening of capital markets had a major
impact on currency exchange rates, leading to a massive devaluation
impact (Mundell 1999) even as the accession process required decreasing
levels of inflation. In fact, the preparation for the Economic and Monetary
Union (EMU) and its introduction in the old EU member states had a
major inflation-decreasing impact that the Central and Eastern European
countries quickly imported, which contributed to their successful stabilisa-
tion at the end of the previous millennium (McKinnon 1999).

The second element was the adoption of the EU rules as the legal
framework for monetary policy. In this respect, establishing central bank
independence and introducing inflation targets in monetary policy were
among the accession criteria. In other words, these conditions had to be
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met in the process of preparing for EU membership. Moreover, as far as
these criteria were concerned, there was no possibility of any type of dero-
gation. Hungary satisfied this precondition by adopting the Central Bank
Act! becoming effective in July 2001 (European Commission 2001). This
was a vast achievement, especially considering that shortly before, during
the post-socialist transition, close cooperation between the government
and the central bank had been necessary in the interest of ensuring con-
tinuous stability. It was also in 2001 that the Hungarian National Bank
(Magyar Nemzeti Bank, MNB) published a study entitled The forint’s path
to the emwro, in which the central bank sketched a timeline for the introduc-
tion of the euro in Hungary. At the time, the expectation was that acces-
sion to the Eurozone could boost Hungary’s long-term growth through
various channels. At the same time, the study also referred to potential
drawbacks. Among the advantages, it stressed the growth surplus stem-
ming from declining real interest rates, the profits resulting from the elim-
ination of transaction costs, and the growth surplus generated by the
expansionary impact of the common currency on foreign trade. Among
the costs, the study counted the loss of autonomous monetary and
exchange rate policies, as well as of the seigniorage? revenues. The MNB
itself believed that the former were difficult to quantify, especially since as
a small country, Hungary was also facing costs and risks associated with
maintaining its own currency. On the whole, in 2001, the central bank
calculated that the long-term benefits of introducing the euro would
exceed the costs by some 0.3—-1% of GDP annually, and thus promoted the
country’s accession to the monetary union as soon as possible (MNB 2001).

Thirdly, as staying out was not an option for the new member states,
the expectation of the EU and the acceding countries, and even of the
financial and business sectors (G6tz and Jankowska 2021), was that within
a few years of EU accession, EMU membership would follow. With the
hindsight of 20 years, we know that for some of the new member states,
including Hungary, things did not shape up as expected by all parties
involved at the time. Despite the aforementioned economic and financial
dimensions, the introduction of the euro is not exclusively an economic
question. On the contrary, Bod et al. (2021) argue that it is a political
decision par excellence. The political decision-making is the fourth and

'Act LVIII of 2001 on the Hungarian National Bank.
2 Seigniorage: the revenue from the issue of the currency, “the chamber’s profit” (lucrum
camerae).
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decisive factor shaping the introduction of the euro. As a result of the loss
of an independent monetary policy—a concomitant of Eurozone acces-
sion—political decision-makers attributed the same importance to the
political and policy dimensions of this step as they did to the economic
consequences. The political strategies pursued by parties and govern-
ments, their election manifestoes and government programmes, as well as
their political statements, are thus of key importance in understanding
Eurozone accession (or the lack thereof). In the subsequent sections of
our chapter, we will also discuss how one of the most important political
actors, the voters, have viewed the issue of introducing the common cur-
rency over the past two decades.

TaE Economic AND MONETARY UNION AND THE CENTRAL
AND EASTERN EUROPEAN TRENDS: ARGUMENTS IN FAVOUR
OF JOINING AND STAYING OUT

Twenty years after our EU accession, we can see that the role of the
Economic and Monetary Union within the entire European construct has
changed substantially (Benczes 2020). The launch of the monetary union
coincided with the Eastern enlargement process: the European Central
Bank was established in 1998 as the legal successor to the European
Monetary Institute. Then, on 1 January 1999, the EMU was launched. At
the time, the euro was introduced as an account currency with 11 member
states. The cash transition occurred at the beginning of 2002, with the
club of members being augmented by Greece, and the Eurozone thus
having 12 member states.

The Global Financial Crisis of 2008 and the economic crisis in its
wake was the first—and thus far, most serious—shock that the EMU
experienced (Tabajdi and Végh 2021). Subsequently, the Eurozone went
through its own sovereign debt crisis starting in 2020, which partly
resulted from its own mistaken crisis management measures (Végh and
Kazar 2014). Although the EU and the Eurozone managed to overcome
the crisis period by 2014, we can nevertheless assert that the various
crisis management solutions and constructs (European economic gover-
nance, European Stability Mechanism, banking union) served the cur-
rency zone’s crisis resilience more than its long-term sustainability (Pelle
and Végh 2019).
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Among the new Central and Eastern European member states, Slovenia
strove most intensely to join the Eurozone. In mid-May 2004, at the first
session of the ECOFIN with 25 members, Slovenia was admitted to the
currency mechanism (ERM-II). According to the applicable Maastricht
criterion, aspiring member states’ currencies must participate in ERM for
at least 2 years. Thus, in the summer of 2006, a decision could be made
about the introduction of the euro in Slovenia (once the country had
complied with all the other convergence criteria as well), taking effect on
1 January 2007. Slovakia was the second new member state to join, its
accession to the Eurozone was decided in the summer of 2008 and sched-
uled to start on 1 January 2009. The already applicable fixed exchange
rate and the subsequent EMU membership facilitated Slovakia’s crisis
management substantially in autumn 2008, as well as in 2009 (Végh 2012).

Understandably, the series of the global and then Eurozone crises had
an impact on the relationship between the new Central and Eastern
European member states and the EMU. Nevertheless, this impact was
nowhere near uniform. (Araté et al. 2021) Indeed, while the Baltic states
concluded that belonging to a currency zone that comprises a major eco-
nomic bloc is the better option in crises, thus enduring years of painful
economic policies to fulfil the Maastricht criteria (some sooner than oth-
ers) and eventually joining the Eurozone (Feldman and Kuokstis 2021),
the Visegrad states, which were still using their own currencies, had the
opposite reaction to the events: their previously uneven enthusiasm for the
common currency weakened even further (Borowski 2021; Hoduldk and
Sychra 2021; Kovacs 2021). In the case of the Visegrad countries that
opted to stay out (Poland, Czechia, and Hungary), the underlying reasons
varied: while in Czechia, the argument for a real appreciation proved deci-
sive, in the case of Poland and Hungary, sovereignty—in the monetary
realm as well—was the key argument.?

After a fewyears that could be regarded as calm, in 2020, the COVID-19
pandemic and the related shutdowns and restrictions shook the economy
across the globe, including the EU and the Eurozone. Although poten-
tially surprising, in the worst moment of the recession and uncertainty, in
the summer of 2020, Croatia and Bulgaria applied for admittance to the
anteroom of the euro, the aforementioned ERM-II mechanism. ECOFIN
granted their request in July 2020 (Dorrucci et al. 2020). After the

3In Czechia, just like the government, the central bank has also been committed to pro-
moting competitiveness; the country even operates an influential Competitiveness Council.
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mandatory 2-year waiting period had passed, Croatia’s euro accession was
decided (Falagiarda and Gartner 2022), and hence the most recent new
EU member state, Hungary’s southern neighbour, began using the euro
as its official currency 10 years after its accession, on 1 January 2023 (and
simultancously joined the Schengen Area, too). Then, in June 2025, the
Eurogroup concluded that Bulgaria had met all the criteria for joining the
Eurozone (Council 2025).

Among the Central and Eastern European EU member states, Hungary,
Romania, Bulgaria, Czechia, and Poland still have not introduced the
euro. In other words, five out of the seven countries that are not part of
this common policy are from this region. Among these, Bulgaria and
Romania already have a target date and an implementation strategy, and
the former has already been admitted to the ERM-II, the monetary ante-
room to Eurozone accession, and by summer 2025, has fulfulled all the
criteria of accession.

CONVERGENCE OVER 20 YEARS—A COMPARATIVE
PERSPECTIVE ON HUNGARY’S EcoNnomic CaTtcH-Up
AND THE INTRODUCTION OF THE EURO

Economic convergence to the EU average (at the time) had been one of
the key promises of the EU accession. Around the accession, this was the
predominant issue in the relevant discourse, and calculations sought to
predict when it would take effect, projecting optimistic results (Mellar
2001; Adler et al. 2003). Looking at the data (Fig. 5.1), we can see that,
on the one hand, although the Visegrad countries did converge during the
time of their EU membership, they failed to catch up to the EU average,
while the trajectory of convergence differed between countries. Slovakia’s
dynamic convergence in 2004-2008 did not persist after their accession to
the currency zone, and that was due in part to the Eurozone crisis that
unfolded in 2010 (when the country was already its member). At the same
time, before and after the period that was decisively shaped by the global
financial and economic crisis and the subsequent Eurozone crisis, Czechia
was capable of convergence, expressed at current prices in euros. Although
it did so at a lower level, Poland followed a similar trajectory.* So what is
the situation with Hungary? Using the same method for calculating its

#It is important to note that the data shown for the comparison with the EU27 has not
been adjusted for purchasing power.
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Fig. 5.1 GDP per capita in the Visegrad countries, at current prices (EUR), as a
percentage of the EU27, 2004-2023. (Source: AMECO database)

trajectory, we observe stagnation, except for the last segment of the refer-
ence period. On the whole, we observed that the convergence trajectory
was not affected by Eurozone membership, neither positively nor
negatively.

Still, focusing exclusively on Czechia and Hungary, we cannot disre-
gard the role of the exchange rates. The two countries have pursued very
different monetary policies since their EU accession (Kiss and Mészaros
2019), and—partly because of that—the relationship of their currencies to
the euro evolved very differently (Fig. 5.2). The Hungarian forint was
valued at 250 to a euro in May 2004, at the time of Hungary’s EU acces-
sion, and then, following a period of exceptional appreciation,?® it experi-
enced a record level of depreciation during the Global Financial Cirisis,
reaching a new low of 316.5 forints in March 2009. After a correction, a
slow depreciation took place over time, with slight fluctuations. In the
autumn of 2024, the HUF-EUR exchange rate surpassed the 400 forints
to a euro.’

5The euro-forint exchange rate reached its historical low of 228.16 forints on 18 July
2008 (ECB 2023).

¢The euro-forint exchange rate reached its historical high of 430.65 forints on 13 October
2022 (ECB 2023).
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Fig. 5.2 The exchange rates of the Hungarian forint (top) and the Czech koruna
(below) between 4 January 1999 and 31 October 2024. (Source: ECB (2023))

By contrast, the Czech koruna stood at an exchange rate of around 32
to one euro at the time of EU accession, which was followed by a massive
(real) appreciation up to the time of the Global Financial Crisis. Starting
in 2010, the exchange rate fluctuated between 25 and 27 korunas to a
euro. The individual stages in its trajectory were shaped by the different
periods of the central bank’s monetary policy (Kiss and Mészaros 2019).
In the most recent period, starting in 2020, another stage of appreciation
commenced: in October 2024, the koruna exchange rate was around 25
to a euro. In other words, Czechia’s convergence (calculated in euros, as
shown above) was obviously supported by the appreciation of the koruna
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vis-a-vis the euro—which was due in part to the central bank’s monetary
policy—during the period following EU accession and between 2020
and 2023.

The decision to join a currency zone can influence the given country’s
trade integration into the economic zone using the common currency.
The EU’s statistical system features information about the volume of total
exports and the exports into the EU (that is, into other EU member
states), which can help determine what share of the given member state’s
trade is intra-EU commerce. This is how we capture the level of trade
integration in the case of the Visegrad countries (Fig. 5.3). The data show
that at the time of EU accession, these countries had already massively
integrated into the EU. Thus, viewed from this angle, they could have
introduced the common currency very early, as Slovakia indeed did. The
conditions for this real economic integration were primarily—though not
exclusively—laid by the German foreign direct investments starting to be
undertaken in the 1990s, which helped the Visegrad region emerge as an
organic part of the EU’s Central European manufacturing core (Antal6czy
and Sass 2002), and it has in fact retained this role after these countries
joined the EU (Pelle and Tabajdi 2023).
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Fig. 5.3 The Visegrad countries’ intra-EU exports as a share of their total
exports, %, 2004-2023. (Source: The authors’ calculations based on the AMECO
database)
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Indeed, as far as the relationship of the young Central European market
economies to the Eurozone is concerned, well-founded economic argu-
ments in favour of either early accession (Heinemann 1994; Remsperger
2001; Csajbok and Csermely 2002; Neményi and Oblath 2012) or the
wait-and-see approach (Bruha and Podpiera 2007; Gabrisch and Kimpfe
2013) could also be advanced. The arguments in favour of early euro
adoption stress the advantages of the common currency zone, especially in
the case of small and open economies that are strongly integrated into the
currency zone they would like to join (as is the case for all Central and
Eastern European countries, not only the Visegrad states, in terms of their
relationship with the Eurozone). The argument for staying out could refer
to the real appreciation of the value of the countries’ own currency as a
result of post-socialist convergence (we saw this, especially in the case of
the Czech koruna discussed above), which would be obviously impeded if
the countries were to join the currency mechanism (as one of the Maastricht
convergence criteria). On the other hand, most of the real appreciation
had already effectively occurred by the end of the 2010s, and by 2023,
Czechia’s GDP per capita had exceeded 80% of the EU average (calcu-
lated in euros at current prices), making it the most developed post-
socialist EU member state. Thus, staying out of the Eurozone is increasingly
less justifiable on the basis of strict economic rationality.

DiLEMMAS AND PARADOXES: POLITICAL NARRATIVES,
Poricy Action, AND PuBLIC OPINION
ON THE INTRODUCTION OF THE EURO IN HUNGARY

In addition to economic and financial considerations, the introduction of
the euro is also subject to political and policy factors. The political context
of the introduction of the common currency includes the vision of Europe
by political players, especially the parties in government. The parties and
political players that favour European integration, its deepening, and EU
membership in general, are obviously more supportive of introducing the
curo in a member state while EU-sceptic parties oppose the deepening of
European integration and stress national sovereignty. From a policy per-
spective, all countries that wish to join the Eurozone must first provide for
the independence of the central bank, enter the ERM-II mechanism, and
the government must make all necessary economic policy decisions to
ensure that the country complies with the convergence criteria. Thus, in
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addition to an appropriate fiscal and monetary environment, the introduc-
tion of the euro is also based on political commitment and policy strategy.

As we noted, the prevailing view at the time of EU accession was that
on account of its previous status as the best pupil in the class among new
member states, the introduction of the euro would obviously not lag far
behind. This presumption was also supported by the fact that the acces-
sion talks led by the first Orban government, which was in office between
1998 and 2002, designated 2007 as the date of Eurozone accession, while
its successor, the Medgyessy government (2002-2000) set 2008 as the
target (Kovacs 2021). However, after accession, a peculiar duality charac-
terised the status of being outside the Eurozone: while between 2004 and
2010, the political commitment was there, the policy performance was
lacking; between 2010 and 2020, the situation was precisely the opposite
(Kutasi and Nagy 2019). The data in Table 5.1 show that since 2004, the
Hungarian convergence data have not fulfilled the convergence criteria in
any year. The data were closest to the reference values between 2014 and
2018. Except for 2004, the level of public debt did not approach the refer-
ence value in any year. Still, it seems likely that if there had been a genuine
commitment to join the Eurozone, the European Commission and the
European Central Bank would have accepted the data because of the
declining trajectory. We can assume that they would have done so despite
the fact that when the European economic governance was launched in
2011, and in the period immediately following it, the norm with regard to
the Maastricht Criteria was strict adherence to the rules (Benczes and
Varadi 2011). Given the fiscal and inflation situation that occurred in the
wake of the COVID-19 pandemic in 2020, neither the political nor the
policy conditions were there for the introduction of the euro.

The year 2004 was not only the year of EU accession in Hungary but
also the year when the country replaced its prime minister. Following the
resignation of Péter Medgyessy, Ferenc Gyurcsany’s first cabinet took
office for the remaining half of the term of parliament until 2006. In the
government manifesto of the coalition of Socialists and Free Democrats
for the period from 2004 to 2006, 2010 was set as the date for introduc-
ing the euro in Hungary. The manifesto defined Hungary as an active and
supportive member of the European Union, and the government prom-
ised to exploit the advantages of EU membership, represent Hungarian
national interests in the European Union, and be actively involved in shap-
ing the future of Europe and the world (Government Manifesto 2004 ).
Although in the manifesto for the governmental term of 2006-2010, the
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Socialist/Free Democrat cabinet promised many economic policy reforms
(it was only revealed after the election that the budget deficit was much
higher than in the previously published data), including straightening the
fiscal situation and the introduction of the euro, the document no longer
included a target date for the latter. Despite the fact that the image of
Europe in the government manifesto was that of an increasingly unified
European Union, along with the rapid convergence of the new member
states and the admission into the EU of further countries in the region,
the introduction of the euro in Hungary was neither a priority for the
government—nor was it a realistic option (Government Manifesto 2000).
The Bajnai government, which was elected by parliament in 2009 for
managing the economic crisis for a year, saw the introduction of the com-
mon currency as the guarantor of financial security—it nevertheless
defined this as a medium-term goal and planned the establishment of a
National Euro Supervision Committee (Government Manifesto 2009).

In its 2006 election manifesto, the largest opposition party, Fidesz, had
promised to introduce the euro by 2010 (Fidesz 2006). In a 2008 confer-
ence held after the start of the financial /economic crisis, two politicians of
the leading opposition party at the time, Mihdly Varga and Jézsef Szijer,
both assessed that introducing the euro as soon as possible was in
Hungary’s best interest, and they emphasised that as a member of the
Eurozone, Hungary would be more stable even in a crisis situation
(MTT 2008).

Parallel to the political consensus that had emerged surrounding the
introduction of the euro both on the political left and the right in the
2000s, there were major policy debates around the issue. Rather than
focusing on fiscal discipline, successive governments (the first Orbin gov-
ernment after 2000, and then the Medgyessy and Gyurcsiny govern-
ments) concentrated on winning votes: Fidesz’s new housing subsidy
scheme, the Medgyessy government public sector pay rise, and the
Gyurcsany government’s VAT reduction upset the fiscal balance and mas-
sively increased Hungary’s public debt without triggering any structural
reforms on the part of the governments (Kovacs 2021). Nor did the infla-
tionary process in the 2000s allow for Hungary’s adoption of the common
currency (Neményi and Oblath 2012). Almost immediately after
Hungary’s accession to the EU, the Council of the European Union
launched an excessive deficit procedure against Hungary (European
Council 2004). Thus, Hungary increasingly slid further away from the
fulfilment of the convergence criteria upon which the introduction of the
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euro was contingent (see Table 5.1 )—despite its pledges submitted to the
Commission in its convergence programmes. Among the countries of the
Visegrad 4, the crisis of 2008 hit Hungary the hardest: the crisis manage-
ment measures of the Bajnai government—spending cuts (reduction of
social benefits, the abolition of the 13™ monthly pension, etc.) and the
measures aimed at increasing revenues (VAT and corporate tax rise, etc.)—
were successful in a fiscal sense, but they further eroded the re-election
prospects of the government and the political forces supporting it in par-
liament (Illés and Korosényi 2017). When the crisis hit, Fidesz urged
opposite types of measures, such as tax cuts (MTI 2008).

The coalition of Fidesz and the Christian Democratic People’s Party
(KDNP) won the critical 2010 election (Enyedi and Benoit 2011) with a
constitutional supermajority. They won the next three elections with
supermajorities as well. In the meantime, the opposition was characterised
by party splits and the emergence of new parties. Over the past decade and
a half, new parties were established and parties disappeared—both to the
left and to the right of Fidesz—but the opposition could not defeat Fidesz,
neither together nor in a coalition. Thus, the political debates surrounding
the introduction of the euro take place between a monolithic ruling coali-
tion with a two-thirds constitutional supermajority and a fragmented
opposition made up of numerous small parties (Araté and Koller 2019).
The identification of the Fidesz governments’ political ideas concerning
the euro is challenged by the fact that the Fidesz-KDNP coalition has not
issued an election or government manifesto since 2014, which could have
served as an official position statement on either the introduction of the
common currency or the decision to stay out of the monetary union.

The extraordinarily detailed (144 pages) Fidesz manifesto published
before the 2009 EP election harshly criticised the economic policy perfor-
mance of the Socialist-led governments and the growing gap from the
criteria for introducing the euro. The document identified the introduc-
tion of the euro as a target of Fidesz’s integration policies and called it a
vital issue for national self-esteem as well. Introducing the euro is also
important, the document argued, because as a member of the Eurogroup,
Hungary could be present when major common economic and financial
decisions are taken (Fidesz 2009). Fidesz’s manifesto for the 2010 parlia-
mentary election did not even mention the introduction of the euro, nor
does it appear in the subsequent government manifesto. In the spring of
2010—during the time of Hungary’s EU presidency—Minister of the
National Economy Gyorgy Matolcsy and Prime Minister Viktor Orbin
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both stated that Hungary would not join the Eurozone before 2020 (MTI
2011; Neményi and Oblath 2012). The new constitution adopted in the
spring of 2011 also stated that Hungary’s official currency is the forint—it
would take a constitutional supermajority in parliament to change that. In
a 2016 interview, the minister of economy, Mihaly Varga, praised the per-
formance of the Hungarian economy and the budget and did not rule out
that Hungary could join the Eurozone by the end of the decade (Szajlai
2016). Nor did Varga rule out the introduction of the euro in 2018, but
he said the time of introduction would be further down the road: “There
is no rush, we don’t have to hurry... Today, we are in a situation in which
we satisty all criteria. Similar to the Czechs and the Poles, we do not enter
the euro’s anteroom, which would be a precondition for fixing the
exchange rate 2 years before accession. This is a favourable position, it is
up to us when we take the next step. As long as we do not approach the
average economic performance of the countries that use the euro, or the
performance of the German economy, there is no need for us to push for
this. The Eurozone is in such a transformation anyway, we’re not even
sure what it is we would be joining” (Nagy 2018).

In an op-ed published in the Financial Times in 2019, Central Bank
President Gyorgy Matolcsy wrote that introducing the euro would be a
mistake since the fiscal foundations were lacking (Matolcsy 2019). In
another opinion article published 2 years later in the Hungarian daily
Muagyar Nemzet, he wrote that “everyone who adopted the euro is worse
off, and those who retained their national currency won out” (Matolcsy
2021). The message of the central bank president was thus that the
Eurozone is fundamentally a flawed construct and thus Hungary should
not introduce the common currency. Prime Minister Viktor Orban took a
similar stance at the government press conference in January 2019, argu-
ing that the Eurozone is not in a good enough state for Hungary to join.
Correspondingly, he also did not give a target date (Orbdn 2019). Thus,
the government’s narrative justified staying out with reference to the
structural deficiencies of the Eurozone.

However, in August 2021, at a celebration of the forint’s 75th anniver-
sary, Matolcsy said that Hungary wants to introduce the euro (Herman
2021). Around this time, the Hungarian National Bank issued a 12-point
declaration concerning the introduction of the euro, which reviewed the
conditions and circumstances governing the adoption of the common cur-
rency by Hungary in detail, but it did not discuss the aims (MNB 2021).
However, the latter would be especially interesting because based on the
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above, the central bank’s position took a 180-degree turn between 2019
and 2021. It is illustrative of the recent friction between the government
and the central bank (which is partly personal) that while the Minister of
the National Economy Marton Nagy, discussing the government’s posi-
tion about the introduction of the common currency in Hungary, said,
answering a question after a presentation—“What’s that?—Come on...
the Eurozone? Let’s forget about that!” (he argued that at the current
level of development, we can manage shocks better if we have an indepen-
dent monetary policy, cf. Herczeg 2022). National Bank President Gyorgy
Matolcsy said that we must definitely introduce the euro, but this would
only be possible after 2030. Interestingly, the minister of the national
economy also explained his diametrically opposed viewpoint by arguing
that we would have to wait before introducing the euro until Hungary
reaches 90% of the EU’s average level of development (Szab6 2023).

However, what is missing is more revealing than the contradictory
statements: there is no unequivocal and obvious commitment on the part
of the government to introduce the common currency, there is no target
date, nor do we know of any economic/financial programme that would
provide the framework for introducing the euro. All this meshes with the
general European policy and EU-related narrative of the Orban govern-
ment, which has been ruling Hungary with a two-thirds majority since
2010: Viktor Orban’s speech on 15 March 2011 (Orbdn 2011) was the
opening of a rhetoric that began to interpret the European Union—
“Brussels”—as Hungary’s opponent (Arat6 2014; Koller 2017). The
migration crisis that began in 2015 deepened Hungary’s estrangement
from the European Union (Bocskor 2018) as well as the EU’s criticisms
and measures concerning democracy and the rule of law in Hungary
(Halmai 2020; Gulacsi and Kerényi 2023). The government’s strategy
towards the EU in the 2010s, which involves a political and discursive
delegitimisation of the European Union (Szabé and Szabd 2022), is obvi-
ously ill suited for planning and implementing the euro in Hungary.

In the post-2010 period, the opposition criticised Fidesz’s image of
Europe and the ruling party’s ideas concerning the introduction of the
euro (better to say the lack thereof). The image of Europe of the parties
associated with the left and the liberal value system was based on stressing
support for EU membership and Hungary’s European character. In their
respective election manifestoes published for the elections in the 2010s
and after, as well as their comments in political debates, the Socialists
(MSZP), the Democratic Coalition (DK), which seceded from the latter
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in 2011, Egyiitt (Together, subsequently renamed Together-Dialogue for
Hungary (Egyiitt-PM)), Momentum, and Politics Can Be Different
(LMP) all urged the introduction of the euro. While in 2010, MSZP had
promised to introduce the common currency by 2014 (MSZP 2010), in
subsequent elections, the parties merely promised to join the currency
mechanism and comply with the convergence criteria as soon as possible.
In the case of these parties, the idea of introducing the euro is intertwined
with their vision of Europe, an image that supports the ideal of the EU
and fundamentally embraces its current organisation, calling only for
slight policy modifications in their EU strategies. Among these parties, the
Democratic Coalition is the most extreme in its pro-European stance, call-
ing for the creation of a federal Europe (Demokratikus Koalicié 2018).
Furthermore, the introduction of the curo is also intertwined with the
idea of belonging to the core of Europe (Momentum 2018, 2022). At the
right-wing of the political spectrum, in 2010, Jobbik urged the implemen-
tation of a “Europe of nations” strategy and the transformation of the EU
and (failing that) even held out the prospect of Hungary leaving the
European Union. In its 2014 manifesto, the party called the Lisbon Treaty
a wrong path, one that would allegedly lead to the creation of a European
superstate, an idea that the party rejected. As one would expect, the intro-
duction of the euro is wholly alien to Jobbik’s image of Europe, and this
was true even after the party’s centrist turn in the mid-2010s (Araté
2020). Although the party’s 2019 EP campaign booklet even contained
an appreciation for the EU’s founding fathers (Robert Schuman, for
example), it did not mention the introduction of the common currency
(Jobbik 2019). Jobbik’s earlier, extremely anti-EU stance was subse-
quently adopted by the Our Homeland Movement, which was founded in
2018, who are naturally also opposed to the idea of introducing the euro
in Hungary (Our Homeland 2022).

In terms of the relevant policy decisions, between 2010 and 2020, the
Orban governments treated the consolidation of the budget as a priority,
although not with a view towards the introduction of the euro. Although
they called their policies economically “unorthodox”, in reality, it included
orthodox and heterodox methods alike. Thus, they did not rescind key
measures of the Bajnai government that they had criticised in opposition,
such as the abolition of the 13™ monthly pension (which was only restored
in 2022), the revenue generation (increased VAT rates and other tax
hikes), nor the measures taken to cut spending (the cutbacks in education
and healthcare spending). At the same time, they also introduced
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economic policy measures that were novel in their approach (the nation-
alisation of the mandatory private pension fund contributions, the utility
price controls, the rescue package for people who had taken on foreign
currency-denominated loans, the curtailment of the central bank’s inde-
pendence, etc.) (Illés and Korosényi 2017). These measures contributed
to the achievement of a balanced budget, which was also facilitated by
transfers flowing in from the European Union and the depreciation in the
value of the forint, which had reached 30% by the middle of the decade.
As a result of the budget becoming balanced, in 2013, the Council
dropped the excessive deficit procedure, which had been ongoing since
Hungary’s accession (Council 2013). All these measures were indepen-
dent of the introduction of the euro—although the success in reducing
the budget deficit and the base interest rate, as well as the low-level of
inflation, all combined to help Hungary approach the convergence criteria
(see Table 5.1)—since no such plans were ever published. The govern-
ment’s communication framed the treatment of a balanced budget as a
priority to achieve national sovereignty (Bod 2014), while the govern-
ment policy towards the related sectors was characterised as financial
nationalism, which is opposed to the introduction of the euro (Sebék and
Simons 2022).

The COVID-19 crisis was followed by (among other things) the severe
and sustained crisis of the budget: the budget deficit and the public debt
are substantial, prices are rising both for producers and consumers, while
the forint’s exchange rate is at a historical low point (Fig. 5.2). This situa-
tion is also exacerbated by the crisis of confidence towards the Hungarian
government in connection with the Russian-Ukrainian war, which was
reflected in, among others, the freezing by the EU of the Recovery and
Resilience Facility (RRF) funds (Palécz 2022). Thus, in the first half of the
2020s, both the political will and the economic/financial policy prepared-
ness for the introduction of the euro are missing.

At the same time, the euro is much more than the common currency of
the European Union. In addition to the political and macroeconomic con-
siderations, belonging to the Eurozone also conveys a sense of unity, an
identity symbol (Koller 2021). For Hungarians, the common currency
also symbolises the European Union (Koller 2022). Twelve percent of the
population mentioned the euro as one of the three things that come to
mind for them when they hear the term European Union—the euro was
the sixth most-mentioned response (Bir6-Nagy et al. 2023).
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The actors in the political system, including the government and the
opposition, as well as the public, do not form their opinions about the
Eurozone based solely on material and utilitarian considerations but also
consider what they think about the European political system on the
whole, and ultimately about the European Union in general (Risse
etal. 1999).

Eurobarometer surveys show that support for EU membership and the
introduction of the euro has been consistently high in Hungary as well,
ever since 2004. Among the Central and Eastern European countries that
have not introduced the euro yet (Hungary, Romania, Poland, Czechia,
and Bulgaria), on the whole Hungarians have the second most positive
attitude towards the euro. In Hungary, 31% of the population is very
much, and 45% rather in favour of'it, while 5% very much against and 15%
rather against the idea. There are currently only two member states among
the Central and Eastern European countries, namely Romania and
Hungary, in which the majority is in favour of introducing the common
currency (77% and 76%). In Bulgaria, the population is divided, 49% is in
favour and 49% is against the idea of introducing the common currency.
In Czechia and Poland, the majority is against it (50% and 52%) (Flash
Eurobarometer 2024).

A 2024 study by Bir6-Nagy et al. looked at the attitudes of Hungarians
concerning the introduction of the euro. The survey showed that the 62%
of Hungarians (which is 5% less than in 2023) believe that it Hungary
complied with the convergence criteria, the euro should be introduced,
while 30% disagreed with that (Bir6-Nagy et al. 2024 ). In other words,
public support for the introduction of the euro is high. The same 2024
survey showed that those who favour introducing the euro are the major-
ity in every partisan group. Thus, this is an EU policy area on which there
is a national consensus in Hungary. This clearly highlights the policy direc-
tion Hungarians wish to follow: the introduction of the euro. Still, it is
important to note that there are differences between the supporters of
various parties when it comes to the introduction of the euro. While 55%
of Fidesz-KDNP voters agree that we should introduce the euro, 75% of
TISZA voters,” 74% of DK-MSZP-P, and 66% of Mi Hazink voters agreed

7TISZA Party was established in early 2024 and by the autumn of the same year reached
high popularity in opinion polls (Reuters 2024).
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(Bir6-Nagy et al. 2024). According to the 2024 Flash Eurobarometer
survey, 73% of Hungarians believe that in countries where people use the
euro, the introduction of the common currency has had a positive impact.
By contrast, 72% in Romania, 55% in Czechia, and 52% of Bulgarians and
a mere of 50% of the Polish agreed (Flash Eurobarometer 2024).

Despite the unrelenting support for the euro in Hungary, only 43% of
the public believe that its introduction could be realised within the next
decade, while 27% believe they will never use the euro as their currency,
and only 24% think that the euro will be introduced in the next 5 years
(Fig. 5.4). Thus, like the Czechs and the Poles, the majority of the
Hungarians do not anticipate that they will get the euro any time soon
(Flash Eurobarometer 2024 ). While in Bulgaria, which country is already
in the “entry room” of the Eurozone, 71% of the population foresees a
soon entry, likely to take effect in 2026.
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Fig. 5.4 Expected date of adoption of the euro in the Central and Eastern
European countries that have not yet adopted the euro, 2024. (Sowurce: Flash
Eurobarometer 2024)
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CONCLUSIONS AND FUTURE PERSPECTIVES

There may be no political actor or expert in Hungary or anywhere who
would have thought in 2004—when the country joined the EU—that
20 years later, Hungarians would still be using the forint, especially con-
sidering that the Eurozone has expanded to include 20 members, includ-
ing the Baltics and neighbouring countries such as Slovakia and Croatia.

Based on the comparative analyses of the region’s EU member states,
we have shown that the arguments in favour or against the introduction of
the euro cannot be unequivocally associated with economic factors as the
decision about monetary integration does not depend on the convergence
trajectory. Also, the states abstaining so far pursue very different currency
policies (i.e. we find countries with currency depreciation as well as cur-
rency appreciation among those who continue to use their national cur-
rencies). In addition, the real economic integration of CEE countries
using their national currencies is just as high as that of those who use the
euro. Furthermore, we can use economic theory arguments in favour of
EMU accession as well as against it: the former tends to emphasise inte-
gration into the single currency zone while the latter stresses the exploita-
tion of the opportunities stemming from the appreciation of the national
currency as a result of real economic convergence (Palankai, Benczes, and
Kollai 2022). The above shows that the history of the accession or non-
accession of the Central and Eastern countries into the Eurozone is char-
acterised by a diversity of economic arguments and counterarguments and
that we should not underestimate the importance of the political dimen-
sion. Defining the values of parties or governments is an issue of political
strategy, including the design of their political narratives, as well as the
setting of their fiscal policy priorities. Our chapter has shown that the
political strategy of the governments that ruled Hungary between 2004
and 2010 took a stance in favour of introducing the euro, but their fiscal
decisions precluded Hungary from satisfying the convergence criteria.
After they adopted a government narrative that treated the European
Union as an enemy, the Orban governments after 2010 did not aim to
introduce the euro. Although the Orban government’s fiscal nationalism
served its own political ends, until the outbreak of the COVID-19 pan-
demic, it pursued a fiscal policy that brought Hungary closer to fulfilling
the criteria for introducing the euro. In the 2020s, neither the political
will nor the policy conditions are there for introducing the euro.
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However, the European Union—as emerged clearly during the acces-
sion process—is an ever-changing political system that adapts continu-
ously to the external circumstances and the member states’ needs, but for
the countries that wish to join, it is a moving target (Araté and Koller
2023). The crises of the 2020s, especially the Russian-Ukrainian war in
the immediate vicinity of the European Union, fundamentally changed
the geopolitical situation in which the EU had previously operated, and
the rapid admission of Ukraine into the ranks of the candidate countries
renewed the previously frozen enlargement process (Anghel and Dzanki¢
2023). At the same time, the admission of new member states raises the
question of whether the EU’s current structure makes it capable of absorb-
ing over thirty countries with vastly different political /economic/social
systems or whether we can expect the spread of a differentiated model of
integration (Stubb 1996; De-Neve 2007; Dyson and Sepos 2010; Halmai
2019; Koller 2012, 2019). After the Macron-Scholz dialogue (Navracsics
2023) on transforming the European Union in September 2023, the
Franco-German draft proposal to the European Council suggested chang-
ing the traditional EU structures with the aim of such a differentiated
integration (Costa et al. 2023).

The target destination at the end of the transformation trajectory is a
European integration consisting of four concentric circles. The innermost
circle is an explicitly declared core Europe, made up of a coalition of the
willing, namely countries that are part of the Eurozone and are voluntarily
interested in deepening integration. The second circle is the current and
future EU, which is held together by its fundamental values laid down in
Article 2 of its Founding Treaty. The third circle consists of the associated
countries organised around the internal market as the main organising
force—even while the further deepening integration (“an ever deeper
union”) will not be a goal in this circle. At the same time, the fourth, out-
ermost circle, made up of the countries referred to as the EPC 2.0
(European Political Community), would de facto not even be a part of EU
integration. Instead, the plans say it would focus on geopolitical conver-
gence based on bilateral agreements with the EU. Anticipating the veto
resistance of individual member states, they also drafted a procedure for
the legal adoption of these plans, including six progressive options that
follow one another. Of these, the last option is that—if all the other
options have failed—the members would conclude new treaties to replace
the current EU founding treaty.
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Although the status of this draft is not clear yet (the European Union
has seen many reform plans throughout its history, and many of them
were not realised [see Arat6é and Koller 2023]), in any case, it is an indica-
tion of what direction the core counties’ thinking is going. For one, this
direction involves the fusion of the Eurozone and the core Europe—in
other words, the countries that stay out of the Eurozone will be left out of
the inner core. Second, it implies the growing importance of the rule of
law principle and compliance with the latter. With respect to democracy
and the rule of law, it is widely known that the multi-layered legal and
political dispute between the EU institutions and Hungary has been ongo-
ing for over a decade (see, for example, the studies by Gulacsi and Kerényi
2023 and Varju and Vérnay in this volume). If Hungary underperforms in
both the single currency and the rule of law, it is highly unlikely that it will
become a core member of the European Union. In fact, it may even be
marginalised. The potential stakes of Eurozone membership are, there-
fore, not only the introduction of the most important policies of the
European Union, but ultimately the country’s future status within Europe.
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