A Leader's Gamble in Hungary

by Judy Dempsey

BERLIN — Over the coming months, European leaders will have several occasions to meet Prime Minister Viktor Orban of Hungary.  As president of the European Council until the end of June, Mr. Orban will have every opportnity to explain his policies for the European Union and his country, where his conservative Fidesz party won a landslide victory last April.

So far, Mr. Orban has mostly antagonized his European partners. They have questioned his policy concerning the media, which, among other things, imposes a ban on using “hate language” with regard to individuals, nations, communities, minorities and religious denominations. Publishers will be fined for persistent violations of the regulations.

His critics, including several E.U. leaders and the left-leaning opposition in Hungary, say the law gives the government an instrument to muzzle its opponents, which Mr. Orban denies.

They also say that Mr. Orban’s economic policies, which include new taxes on turnover for certain sectors of the economy, will deter foreign investors. As the E.U. president, “Hungary naturally has a special responsibility for the image of the European Union as a whole,” said Chancellor Angela Merkel of Germany.

What an unfortunate start to Hungary’s first E.U. presidency. Right now, Hungary’s citizens should be basking in the glow of being at the helm of Europe. But they are not. Instead, politics, already fractious under the previous socialist government, has become even more polarized. 
Fidesz, which grew out of the democratic opposition movement of the late 1980s, became last year one of the few political parties among the former Communist countries that was swept into power. With its two-thirds majority in Parliament, it can easily pass laws and change the Constitution. This has given Fidesz a free hand to radically change Hungarian politics. 
“The intriguing fact is that Fidesz has a very big majority, but politics is very polarized,” said Istvan Hegedus, chairman of the Hungarian Europe Society, an independent research organization specializing in strengthening democracy throughout Eastern and Central Europe.

“The opposition, which was trounced during the elections, is almost nonexistent, and civil society here in Hungary is weak,” Mr. Hegedus added. “Yet inside the political elites, there is deep polarization because of the past, but also because of Orban’s style of leadership, which his critics say is authoritarian.

The big question is whether Orban can overcome this polarization in a way that could lead to something really new in Hungary.”

All over Eastern Europe, politics since 1990 has been fractious. In Hungary, however, things have gone much further. “One of the main reasons was corruption,” said Istvan Gyarmati, president of the International Center for Democratic Transition, a nonprofit organization based in Budapest. But corruption is common in several other post-Communist countries. In that sense, Hungary is not unique.

What makes Hungarian politics different from that of other countries in the region is the persistent social tensions that have led to xenophobia, anti-Semitism and violent attacks on the Roma community. Added to these are the fundamentally different ideologies between Fidesz, which places much store on an increased role for the state, and the left-leaning parties, which advocate much more laissez-faire policies, effectively a reversal of roles.

“You have the technocrats who support Fidesz, and then you have writers and journalists who dislike the state having more powers and who are suspicious of nationalism,” Mr. Gyarmati said. Indeed, the tensions inside the elite are so great that relationships and families are being broken apart. “If Mr. Orban can turn around the economy, then maybe he can consolidate the society and bring it together,” Mr. Gyarmati said.

Mr. Orban’s ambition is to “turn Hungary into a competitive, secure and successful country of the 21st century,” he recently told the Kalman Szell Foundation, an independent research group in Budapest. 
It was a revealing speech. For the first time in several years, a leader from a Central European country that was hit severely by the global financial downturn of 2008-9 presented a radically different way of dealing with globalization.

Even though Hungary is an export-driven economy that is dependent on globalization, Mr. Orban believes his country should not be beholden to international financial organizations or foreign investors. Indeed, he believes it is time that the state, not the private sector or unregulated markets, take center stage.

“The role of the state will increase in value, and the liberal utopia, the legend of a self-regulated market replacing the state, will lose its value,” he said at the Kalman Szell Foundation.

Mr. Orban has already ruffled feathers at the International Monetary Fund, which last year set tough austerity conditions for Hungary in return for financial assistance. Mr. Orban rejected this medicine. He has said he does not want Hungary to be saddled with permanent debts. Nor does he want Hungarians to be told to save and scrimp again.

“We have to break away from the policy of indebtedness and austerity, even if hordes of analysts are waiting desperately for us to announce the austerity measures,” he said. “Austerity policy does not lead anywhere. If it did, we would not be where we are now,” he added, referring to the bouts of austerity measures introduced over the past eight years by the former Socialist government.

To fill the holes in the budget deficit without introducing more austerity measures, Mr. Orban has imposed higher taxes on the energy, telecommunications, banking and retail sectors, which are dominated by German and Austrian companies.

He has dismantled the public-private pension scheme. Compulsory payments to the private pension pillar will be transferred to a new state-owned Pension Reform Fund, which will lead to the nationalization of the majority of pension funds.

Mr. Orban is doing all of this in the hope of forging a new social consensus within Hungary. The risks are considerable as he antagonizes international financial institutions and European leaders whom he needs to assist Hungary financially. “If he can turn around the economy, then he has a chance of consolidating the society,” Mr. Gyarmati said. “It is a big gamble.”
