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Executive Summary
The present study addresses some issues in energy policy in Hungary that are significant also for environmental protection, and some recommendations are formulated.
Without attempting to be comprehensive, we also focus on fields beyond energy
policy – which, in our opinion, is interpreted too narrowly. The following topics are
addressed:
QQ Hungary’s national interest would be to maintain relatively low energy consumption per capita while improving the employment-to-population ratio and
reducing social differences. To achieve this, it would be necessary to give preference to energy saving structures in every sector, and define regulations and
economic methods accordingly.
QQ A close observation of structural problems is considered important, which, although outside the scope of energy strategy, do limit the scope for action of
energy policy. In the development of public services, transport and commercial
infrastructure and urban development, for instance, energy aspects are not
considered adequately. This results in inescapable paths that limit the possibilities and structural reforms of the energy system.
QQ EU sectoral policy materials focus more on products instead of systems and
complex effects. This is true both for building operation and for transport. We
find the sectoral approach problematic.
QQ In the spirit of “energy intensive” economic policy, investments producing low
added value and energy intensive products receive considerable overt and covert subsidy. Green budget reform is not sufficiently emphasised and its possibilities are not utilised. It should be declared that the time for state subsidy for
fossil energy resources is over.
QQ It would be worthwhile to develop a post-growth scenario with the parameters
of a changed lifestyle, as well as a “Green Energy 2050” scenario.
QQ In the case of the National Energy Efficiency Action Plan there is no feedback
as to which measures contributed to reaching its targets and which proved
ineffective. We emphasise the necessity for flexibility in planning due to the
uncertainties.
QQ The energy field is also characterised by information asymmetry. The inadequate (technical) preparation of investments is a general problem. Cost-benefit analyses, the preparation of alternative solutions, and feedback should
be financed appropriately. A strategy valid until 2020 should be developed for
vocational training, higher education, supplying local governments and other
institutions with experts and for the information of the public.
QQ There is scant knowledge about Hungary’s building stock, and building renovations are tracked insufficiently. Separate action plans should be prepared for
the different building groups (public buildings, monuments, folk architecture).
The maintenance system of blocks of flats and institutions should be reconsid-
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ered in order to catch up efficiently with about 60 years’ backlog in building
maintenance.
QQ The expectations concerning the capacity of certain renewable energy sources
are exaggerated. The competing consumption forms in total exceed the amount
of biomass that Hungary can sustainably produce. The preparation of a plan
“B” for agrofuels would be necessary in case the EU accepts the less optimistic
environmental consequences and reduces its targets.
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Introduction
The present study was prepared in a transition period when sectoral policy discussions in Hungary have not yet come to a conclusion.
The first half of 2011 was characterised by almost unprecedented activity in the
field of energy policy in Hungary. Between February and June at least one prestigious
panel discussion, conference, or workshop discussion per week took place in Budapest. At the same time, important documents are being prepared, the most important ones being the national energy strategy and the energy efficiency and renewable
energy action plans. However, unified and reliable data collection is still lacking and
as a result, the tracking of planned measures is not yet solved. The strategic documents and action plans in preparation often contain only traces of operational thinking, deadlines, responsibility, and traceability.
Hungary’s energy resources are poorer than the EU’s average. Eighty percent of
the natural gas and ninety percent of the petroleum demand is covered by import.
The nuclear power plant at Paks covers almost 40% of Hungary’s power demands.
The general public is less opposed to the presence of nuclear power plants than in
most European countries. However, the catastrophe of the Fukushima nuclear power
plant and the significant cost overruns of the new nuclear power plants may lead to a
re-evaluation of energy priorities. In accordance with the EU’s common energy policy,
the Hungarian energy policy aims at the development of regional cooperation. Beside
gas storage capacities, it aims at the diversification of import and plans the establishment of new, regional gas and electricity transport capacities. The continuation
of power plant development (that has slowed down in recent decades) is a matter of
urgency, too, as there are several outdated, low efficiency power plants in Hungary.
We are convinced that the most practical route for Hungary to take would be to improve energy efficiency and aim at energy savings in every field.
This study addresses some issues in energy policy that are also significant for environmental protection, and some recommendations are formulated. This short study
does not attempt to be comprehensive. It does, however, focus on fields beyond
energy efficiency – interpreted too narrowly in our opinion - which, therefore, practically fall on a no-man’s land, without belonging to any sector. A sustainable development strategy could handle these issues; however, such a strategy has not yet been
accepted. We consider this material – although admittedly not of uniform strength
in its construction – a valuable input to the development of a sustainable energetic
structure.
The first section of the study evaluates EU developments, the second one tries to
raise issues for the National Energy Strategy in preparation. The third section focuses
on the National Energy Efficiency Action Plan, this being currently the most important
document on energy saving. Similarly to the previous ones, it also outlines topics that
were left out in our opinion and formulates recommendations.
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I. The Prospects of Energy saving in the European Union
I.1. The Political Situation

The EU’s political developments in the recent past do not present an unambiguous
picture. Although energetic concepts abounded in 2010, little real progress was made.
Two important documents were published in March 2011: the Energy Efficiency Plan
(EEP)1 and “A Roadmap for Moving to a Low Carbon Economy”2. According to the latter, lowering energy consumption by 20% until 2020 is important in order to attain
a minimum of 80% reduction of greenhouse gas emission until 2050. According to
present forecasts, the EU will only be able to attain half of the energy saving target
until 2020. This is due to insufficient regulation on policy level, poor implementation, and lack of tracking and sanctions. The economic power relations that greatly
influence the governments’ policies and the present system of taxes and subsidies
that work against energy saving are rarely mentioned3. The “Energy Strategy 2020”
named energy efficiency as its main climate and energy objective – due at least partly to the economic crisis – however, it did not suggest solutions, nor did it make the
2020 energy efficiency target binding. According to present forecasts, the energy efficiency targets will not be met4. The EEP’s impact assessment forecasts a 9% reduction of energy use until 2020 instead of 20%5. In the coming years, the EU will wait
and see if the measures brought by member states will be sufficient to meet the 20%
reduction. It is indicative of the weakness of political will that half a year ago, the
period of grace would have expired in 2013, but in May it was extended until 20146.
Higher officials of the European Commission tend to support strict energy saving measures in their declarations. In January 2011, the President of the European
Commission, Barroso himself highlighted the fact that we are behind with meeting
the 20% energy saving target, and the same statement can often be heard from EU
Energy Commissioner Oettinger. The Energy Commissioner’s standpoint is not clear,
however: he fears “de-industrialisation” in case the EU undertakes too great climate
protection measures without similar commitment from the competitors7. Energy
saving also features prominently in “Roadmap 2050. Practical Guide to a Prosperous, Low-Carbon Europe”. Nevertheless, the main decision-making body, the Council
1

COM(2011) 109/4: “European Commission Energy Efficiency Plan”, March 2011

2

COM (2011) 112/4: Commission disclosure: “A Roadmap for Moving to a Low Carbon Economy”,
March 2011

3

It is suggestive that the total volume of the European Energy Efficiency Fund, launched by EEEF on
1st July 2011 to support energy efficiency – EUR 265 million – is lower than the recent EIB credit
for the establishment of a coal plant in Slovakia. http://www.eib.org/about/press/2011/2011-098european-energy-efficiency-fund-eeef-launched.htm?lang=en

4

“Energy Savings 2020”, Ecofys/Fraunhofer, September 2010

5

SEC (2011) 277: “Commission Impact Assessment of the EEP”, March 2011
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of Europe still has a very conservative approach8 to energy efficiency and energy
saving, especially concerning binding targets. It seems that member states have a
deep-rooted opposition to binding national targets. On the one hand, they fear possible restrictions, and on the other, they are not willing to take responsibility for a
target when it is not clear how it should be met. The method of dividing the obligations between member states is still uncertain and there are no unified measurement
methods either. Some member states are seriously concerned about the reduction of
tax revenues if less energy is sold.
Financing the necessary infrastructure developments is – especially but not exclusively in Central and Eastern Europe – an important and pending question. Several
countries consider it indispensable to use EU budgetary sources, while some old and
big member states disagree.
The European Parliament as co-legislator has a formal role in the development
of the new regulation. (We would like to remind of the fact that the EP voted for
the binding 20% target in December 20109.) Theoretically the EP can influence the
Council’s decisions, and it should use this possibility; however, it is the Council’s
decisions10 that are authoritative. The important arguments used for convincing the
Council – energy security and the creation of workplaces – have so far proved insufficient.
Unfortunately, political reality suggests that the time has not yet come to set
binding targets. This also keeps individual countries from setting themselves more
ambitious energy saving targets on their own accord. The misconception that energy
saving slows down the economy and the necessary expenditures impair competitiveness is strong and widespread, although the example of Denmark or Germany proves
just the opposite. The Germans wish to strengthen their economy by the continuous
development and international sale of high technology in the fields of environment
protection and energy efficiency.
It seems that currently the EU is not really committed to climate protection, and
that the strong industry lobbies and differing national interests override environmental protection intentions. Political strength is insufficient both for making the energy
saving target of 20% binding and for a greater reduction of greenhouse gases. The
3x20% does not follow from one another: in case of a 20% energy saving, emissions would automatically drop by 25% compared to the 1990 level11. At the same
time, according to Connie Hedegaard Climate Action Commissioner, a 30% reduction
in greenhouse gas emissions would not pose such high additional costs for the EU
as calculated previously12. Nevertheless, the European Parliament voting on 5th July
8

http://www.levego.hu/hirek/2011/02/ingunket_gatyankat_az_energiara

9

http://www.levego.hu/hirek/2010/12/dontott_az_europai_parlament_a_20_szazalek_energiamegtakaritasrol

10 http://www.levego.hu/hirek/2011/02/kimarad_az_energiahatekonysag_a_mai_csucstalalkozon
11 http://www.euractiv.com/en/climate-environment/eu-low-carbon-roadmap-aims-25-cuts-2020news-502197
12 http://www.euractiv.com/en/sustainability/30-emission-reduction-cost-macroeconomic-effectspost-kyoto-climate-policy-2020/article-139559
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2010 shows well how serious climate action intentions come to nothing13. The developed, old member states with high energy consumption are interested in projects
outside the country, in mostly third world countries and unit purchases (CDM) being
counted against their emission obligation. The differences in costs of internal only
reductions and reductions without restrictions could amount e.g. in the Netherlands
an order of magnitude as measured in GDP percentage.

I.2. Critical Notes on EU Sectoral Policies and Directives
EU law directly regulates the energy efficiency of buildings, transport, appliances and
cars. These constitute 90% of Europe’s energy consumption. The EU prescribes requirements and certificates for buildings (Energy Performance of Buildings Directive),
and sets the target aiming at nearly zero emission houses. In the case of appliances
and devices it also prescribes manufacturing aspects (Eco-design), and uses information as a means to steer consumers to more efficient appliances (Energy Labelling Directives). These directives are frameworks. The exact targets, deadlines and
monitoring systems are national responsibility, due to differing climate, technical and
other characteristics.
In the transport sector, carbon dioxide emissions of cars are regulated and the
labelling of pneumatic tyres is introduced. On a more general level, the Energy Services Directive is concerned with national saving targets and action plans. The improvement of energy production and generation efficiency is achieved indirectly via
the emissions trading system and certain directives (Emissions Trading Scheme, Directive on Renewable Energy Sources, Directive on Industrial Emissions).
Some critical notes on the EU directives concerning energy saving and energy efficiency:
1) Policy and regulation are prepared by the European Commission, who focus more
on products instead of systems and complex effects.
QQ Building Operation: energy consumption linked to building operation depends on the building’s technical characteristics and its usage – the technical
culture, the building’s environment and the relevant utilities. The EU directive
has serious requirements concerning buildings – structures and building engineering systems – but unfortunately they mostly only apply to new and public
buildings. We agree with the directive making it the individual countries’ responsibility to work out the details, as climatic conditions and the composition
of the building stock differ widely. However, this gives countries the opportunity
to delay the introduction of some points of the directive, and to skip setting
13

According to advance information, the majority was in favour of the 20% greenhouse gas emission
reduction being raised to 30%, as this would make meeting the 80-95% global target by 2050 more
likely. However, the proposal was so diluted meanwhile, partly due to the big heavy-industry (e.g.
steel manufacturing) interest groups and partly to the united standpoint of Poland (who had just
taken over the EU Presidency) that finally it was rejected by a vote of 258 in favour to 347 against,
with 63 abstentions. Naturally, great differences in national interests also played an important role
in this result.
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specific targets. At the classification of buildings, the environment is not taken
into account (green spaces, panelling, terrain, settlement structure, etc). No
reference is made to the energy consumption of the infrastructure and generally to the settlement’s energy requirements. It is left to the member states
to decide whether they wish to concern themselves with these questions, although these typically offer very good energy saving possibilities.
QQ Transport14: The EU prescribes norms for car emissions, but it does not adequately sanction non-performance. Part of the fuel (currently 10%) should
come from alternative and renewable sources. Unfortunately, this also includes
agrofuels, although it is now evident that first generation agrofuels can be
harmful both from a social and from an environmental point of view. On the
other hand, there are no targets and regulations in order to increase the ratio
of public transport and to reduce transportation, especially road transportation.
2) Dominance of ’Business as Usual’, and insufficient financial motivation:
The EU has no common system of taxation. In most member states, labour is
heavily taxed, while the ‘sanctions’ for activities posing an environmental burden,
wasting natural resources, and endangering people’s health are typically low. This is
especially true for new member states. Moreover, common market – the free movement of products, enterprises and capital – has absolute priority. True competition
has been practically distorted from the beginning, due to historical and other reasons.
Aspects of local interests, workplace creation or solidarity are difficult to enforce. The
dominance of financially strong companies and richer old member states tends to
prevail against climate and other sustainability aims.
It is important to mention that until 2030 the actual structure and extent of energy consumption will mostly be determined by the regulation system, the amount
of subsidies, and political aims, and much less by the availability (exhaustion) and
price of fossil fuels.
QQ Products, appliances: The labelling of appliances (Ecolabel) is a compromise
between manufacturers and the energy saving objective. Long grace periods,
and leaving the less effective products on the market essentially serve the
manufacturers’ and dealers’ interests. Due to the relatively low incomes in
Hungary, the fact that the price of a more efficient product would be returned
within reasonable time is often in vain, if the start-up capital is missing and
credit is relatively expensive. The EU does not ban outdated, energy-guzzling
appliances. There is no obligatory life cycle analysis, there are no regulations
on packaging and the minimisation of transport distances. All this results in
precedence of the free-market principle and of guarantees for foreign investors over social or climate aspects. It would be good to achieve a ban from the
market for at least the weakest performing products.
QQ Sectoral approach: Energy does not figure prominently in the fields of regional development, infrastructure development and industry policy. Generally,
the integration of environmental aspects into the different sectors is insufficient.
14
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Due to the pressure to create workplaces urgently, the necessity to reform the
economic structure is generally ignored. Thus, investment activities producing low
added value and energy-intensive products (e.g. cement factory, pneumatic tyre factory, building material manufacturing) still receive significant subsidies.
Although agriculture is responsible for 10% of the EU’s total greenhouse gas emission, the EU’s agricultural policy does not contain a clear climate strategy, nor a strategy to adapt to climate change.
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II. Energy Policy Principles: Comments on the
National Energy Strategy in Preparation
The concept paper of the National Energy Strategy, together with its strategic environmental and economic impact assessments was completed at the end of May 2011,
and the strategy is expected to be presented to the Parliament in autumn 2011. The
final document will be an important step in Hungarian energy policy that has only
been patched up now and again for a long time. The strategy rests on three pillars:
QQ Energy supply security;
QQ Competitiveness;
QQ Sustainability.
These pillars are undoubtedly important elements of Hungarian energy policy, and
the strategy discusses them in appropriate depth. There are several details we would
like to question; however, this is outside the scope of the present study15. Instead,
we would like to raise some issues that we find important as a basis of energy policy
principles, but which are not discussed to the necessary extent.
Before starting with this, some principles and strategic goals we would like to
stress:
QQ We welcome the emphasis on regionalism in the strategy (e.g. the development of storage and control capacities together with neighbouring countries).
QQ Decentralisation is also prioritised, especially concerning the generation and
consumption of renewable energy.
QQ In line with the trend in recent years, the necessity to reduce primary energy
consumption is increasingly stressed in Hungarian energy policy.

II.1. The Risks of “Energy Intensive” Economic Policy
Hungary is not rich in energy sources. We cannot be competitive with an energy intensive economic structure. In recent decades, separation of the growth of GDP from
that of energy consumption has been done, but the continuation will be more difficult.
A great structural change has taken place after the political transformation, and now
less attention is given to the further structural changes. The development of market
prices is a positive one; however, there are still a number of overt or covert subsidies
that give false signals to the market. The facts that technological innovation is scarce
and the social prestige of technical training is low present a serious problem.

15 We would like to shortly indicate a few instances of superficiality in the use of terminology. ‘Energy
saving’ and ‘energy efficiency’ are not the same (the former might not use energy at all, while
the latter “only” uses it more efficiently). Instead of ‘carbon’, ‘carbon dioxide’ should be used (the
problem is not with carbon but with carbon dioxide as a greenhouse gas). Instead of ‘biofuel’, the
term ‘agrofuel’ should be used (the stress is not on chemical-free production, which is what makes
a product ‘bio’). Instead of ‘shaping consciousness’, the term ‘awareness raising’ should be used, as
the aim is to change approaches, attitudes.

12
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In our opinion, it would be important to follow an economic policy that stimulates
production with higher added value and continuous innovation, and achieves all this
with energy efficiency. Certain energy intensive activities have to be abandoned in
the medium term, and this has to be taken into account when encouraging the investments of foreign capital. Hopefully external costs will increasingly be built in the price
of energy. At the moment, foreign investments receive significant overt and covert
subsidies, even if they produce energy intensive products with low added value (e.g.
manufacturing pneumatic tyres in Dunaújváros, cement factory in Királyegyháza).
Every overt or covert subsidy or tax (e.g. low-level land protection fee, low mining fee) should be examined from the aspect of whether it motivates economizing,
energy efficient investments with higher added value, and innovation.
Although the structural problems of economy are outside the scope of energy
strategy, they do limit energy policy’s scope for action. Measured on purchasingpower parity, Hungarian economy needs relatively much energy for generating one
GDP unit. This results partly from the weight of energy intensive production and service branches, partly from production with low added value, and partly – especially in
the case of small and medium-sized enterprises, infrastructure networks and public
utilities - from lower efficiency. Therefore the chosen economic policy does matter,
especially for the energy consumption aspect.
Let us review why energy consumption could decrease:
QQ Energy consumption drops with the reduction of the economy’s activity. The
present economic crisis is an example of that.
QQ The reform of the tax and subsidy system and an economic environment supporting labour and innovation instead of overtly and covertly subsidising energy is essential for the reduction of energy consumption.
QQ Increased efficiency can reduce energy consumption, even if some of the savings resulting from increased efficiency are lost due to increased consumption
and/or production (rebound effect). Efficiency might be enhanced by technology change, innovation, or the increase of product efficiency.
QQ The energy conscious reform of various production, logistic and other structures is rarely mentioned. The reason behind this is that a much stronger political will is necessary for reforms encompassing several sectors.
QQ One of the most efficient methods is the elimination of information deficit, the
change of consumer habits, environmental education, and the improvement of
the country’s general technical culture.
The economic successes of Germany and Denmark demonstrate very well that
beside regulation, the state’s most important task in the field of economy is research
and development and the continuous, direct and indirect promotion of innovation.
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II.1.1. Economic Incentives and the Green Budget Reform
Pricing policy is one the most decisive factors in energy consumption in the long run.
Realistic energy prices that serve sustainable development can only be developed
within an overall public budget reform. Otherwise, energy prices that have recently
risen above inflation, will lead to increasing social tensions, energy poverty, deterioration in quality, and market distortions. As a means of creating a “green” system of
taxation and subsidies, member states should move away from labour taxes towards
taxing activities with inefficient energy use and causing environmental burden (Environmental Fiscal Reform).
The energy sector is one of the most subsidised ones everywhere in the world.
The economy of developed countries and in fact the consumer society itself is based
on cheap energy. According to several experts,16 there are various overt and covert
subsidies in the energy sector that put a strain on the budget and impede climate and
other energy policy objectives. Moreover, they distort competition and work against
innovation.
Energy source prices in Hungary are generally at EU average, or in some cases –
especially the price of electricity – somewhat higher. At the same time, both energy
taxes and input costs (production, land, labour) are lower. Therefore, electricity bills
are a great expense for Hungarian households that have a lower income than the EU
average, although both profit and implicit subsidy are higher in the energy sector.
We suggest a complete review of energy subsidies and taxes and a reconsideration of current energy prices and subsidies, based on the energy strategy’s objectives.
Subsidising fossil fuel has been a recurring issue for decades. In our opinion, it
should be declared that the time for state subsidy for fossil energy resources is over.
This is emphasised in almost every EU material on the subject (the phasing out of
harmful energy subsidies; the necessity for heavier taxing of fossil fuels). IEA WEO
scenarios calculate with the elimination of these subsidies by 2020 (in the OECD and
in the whole world).
It is important to state that energy prices should not be distorted with social justification. This obviously supports the higher consumption of the social strata with
higher income, which is unreasonable in every respect. However, the gradual elimination of subsidies can only take place as part of a medium and long term structural
reform strategy involving the entire energy palette.
The subsidy of renewables and innovative technologies puts an increasing strain
on the budget. We do not consider it advisable to subsidize non fossil fuels, i.e. renewables, or at the most temporarily, to balance out the existing market distortions
and overly high risks of innovation.
In the long run, the way to steer consumers towards an energy use that is more
favourable from the energy policy’s aspect is having users pay the real price for energy, and by internalising external costs.

16 Kiss, K. ed. “Tiltandó támogatások” L’Harmattan Publisher, Budapest, 2006.
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II.1.2. The Financing of Energy Producing Capacities is Largely Influenced by the
Flexibility of the Chosen Investments
The strategy in preparation does not include the cost implications of the different infrastructure investments. Apart from that, other effects should also be examined to
arrive at an unbiased decision. For instance, financing arrangements. In our opinion,
Hungarian small investors should also be given opportunities and guarantees and
the establishments in communal (e.g. cooperative) ownership should be increased,
especially in rural areas, with respect to the use of renewables.
The question might arise whether at the moment reliable long term planning is
possible. To decide this, it is worthwhile to examine the payback period figures of
renewable energy investments (USD/MW). These change practically year by year,
and not only in Hungary, but everywhere in the world. In addition, it is also difficult
to forecast the demand, if for no other reason, then because of the forecasted electrification of transport. This question, however, will not be decided in Hungary, it will
only carry over to Hungary.
The situation of the global climate regime adds yet another uncertainty factor.
Unfortunately it seems that climate talks have come to a halt, the post-Kyoto era
is not visible, and the future CO2 price is unknown. There is an order of magnitude
difference between the social cost and the market price (EUA) of CO2. This is not
surprising, considering how difficult it is to estimate the future damages of climate
change17. We can only hope that a suitably high CO2 will facilitate energy efficiency
and climate protection.
In several countries, a significant part of electricity has been generated in nuclear
power plants. It is usually mentioned in favour of nuclear power plants that they generate electricity without emitting carbon dioxide. The extension of the operational life
span of older nuclear plants seemed an obvious solution in several countries in the
transition period to renewable and alternative energy sources. However, the earthquake in Japan and the significant cost overruns of new nuclear plants might even
question the extension of their operational life span. Building a new nuclear plant
is an inflexible investment in several respects. Resources must be safely available.
Due to the long transit time and operational life span, the (potentially significant)
technology changes achieved in the meantime cannot be utilised. High capacity and
continuous production make regulation difficult. A green energy programme without
the utilisation of nuclear energy and the emission of carbon dioxide could be carried
out gradually, and this could theoretically lead to complete energy independence and
the replacement of fossil energy. The technical, financial and timing aspects of such
a programme should also be examined. (The German government reacted with such
a scenario to the Japanese nuclear catastrophe).

17 About the social cost of climate change (Social Cost of Carbon) see among others: Stern report,
FUND model, PAGE model, IPCC, VAHAVA, EEA, OECD, Paul Watkiss, Tom Downing, Richard Tol,
Martin Weitzman, David Pearce, etc.
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II.2. Assumptions Concerning Visions of the Future
Below we will sketch the outlines of a future that is not built on smaller or bigger
amendments to the present state of affairs.
Hungary is the 26th of the EU member states in energy consumption per capita
(the 27th is Poland). This does not primarily result from the efficient use of energy
but from great differences in lifestyle and income. One third of the country lives in
poverty, another third of the population uses energy with moderation although with
low efficiency, and only the upper third leads a lifestyle similar to the wasteful energy
use of developed countries.
Hungary’s national interest would be to maintain the relatively low energy consumption per capita while reducing social differences. To achieve this, it would be
necessary to give preference to energy saving structures in every sector, and define
regulations and economic methods accordingly.
We would like to note that the absolute restriction of consumption and contamination (ecological footprint) seems utopian at the moment; however, with the growth of
the world’s population and the development of third world countries this is likely to
take place at some point in the future.
The energy strategy in preparation outlines six scenarios for the generation of
electricity. In general terms, we agree with them. It is welcome news that alternatives have been worked out at least for this field. However, beside the six alternatives
Hungary’s “Green energy 2050” programme is missing. Moreover, electricity production is only a part of energy policy. Two significant parts were not included. One is
total primary energy consumption in a differently founded society (change of lifestyle,
post-growth), and the other is transport.
Further scenarios are suggested for post-growth, transport and a perfectly green
energy conception:
QQ

QQ

Post-growth scenario with the parameters of a changed lifestyle within
a framework where economic growth is a thing of the past and enrichment has stopped. This has to specify the framework for a high quality
production structure that uses materials and energy economically;
Alternative transport scenario, including not only electrification (which
might result in efficiency improvement, as electric cars need half or one
third of the energy that traditional ones do) but also incorporates aspects such as the reduction of mobility and transportation demands, locality, etc.

QQ

“Green energy 2050” programme for Hungary. Similar programmes have been
developed in several EU countries, e.g. in Denmark or Great Britain.

16
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II.3. The Uncertainty of Using Biomass
Biomass will be the most significant one of Hungary’s renewable energy sources for
decades to come, unless there is significant technical development concerning other
renewables18. Biomass plays an important part in the energy strategy. In our opinion,
however, this should be harmonised with the rural development strategy in preparation.
QQ The fact should also be considered that several fields lay a claim to biomass:
QQ Food production
QQ Ecosystem (including the preservation of soil status)
QQ Energy use
QQ Chemical industry (biopolymers)
QQ Building industry
These competing uses in total exceed the amount of biomass that Hungary can
sustainably produce. For this reason, in our opinion the planned use of biomass does
not have solid foundations. The review of subsidies and the consistent and transparent enforcement of national economy and social objectives would be essential in this
field as well.
It has to be noted that using biomass for household heating might result in increased air pollution if it is burned in inadequate heating apparatuses.
EU regulations on agrofuels are under increasing criticism.19 20 In the case of agrofuels the question arises whether the foundations are sound. Are we prepared for the
case if the environmental benefits of agrofuels prove to be lower than so far expected? There is an increasing number of scientific material indicating that this is so. Do
we have a plan “B” for the case that the EU reduces its objectives (10% renewables
in transport until 2020, including agrofuels), and sets more reasonable targets and
means to reduce oil import?
Biomass usage has not been harmonised with the rural development strategy
either – the latter prioritises food production. At the same time, we agree with the
following government plans:
QQ Agrofuel production will not be subsidised on public expense;
QQ Tax benefits on agrofuels will be stopped;
QQ Agrofuel export will not be subsidised.

18 According to the First ESPON 2013 Scientific Report December 2010 Hungary has average potentials for the use of solar energy. At the moment harnessing Hungary’s geothermal energy capacities
presents difficulties, and our potential for using wind energy is not outstanding either.
19 Although biofuels presently replace only 1 or 2% of the global fossil fuel consumption, this industrial
branch used more than 10% of the world’s maize and sugar-cane production, and 7 to 8% of its
vegetable oil production in the 2007/2008 fiscal year.
20 http://www.levego.hu/hirek/2010/11/az_eu_biouzemanyag_tervei_tarsadalmi_es_kornyezeti_karokhoz_vezetnek
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II.4. Energy Policy of the Fields Outside the Energy Sector
The energy consumption of the individual sectors influences the achievability of the
energy strategy’s targets. To handle this structural problem, the definition of international and national reference values in the different fields and the analysis of the differences would be necessary. This would highlight the necessary structural reforms,
and thus structural restrictions on energy consumption could perhaps be avoided.
Below is a short overview of some of these fields.

II.4.1. Transport, Commerce
After the political transformation, transport developed in an unsustainable direction.
Road transport advanced and still receives several overt and covert subsidies. Public
road development mostly affected clearways. The mileage-based toll system still has
not been introduced. Funds for railway development and minor road connections in
the subregions of Hungary have been disproportionately lower. The ratio of public
transport and railway transportation – which are more favourable both from an environmental and from an energy saving aspect – has been reduced constantly. It is
true that at the time of the political transformation, the density of Hungary’s railway
network was somewhat above the European average, and the public road network
somewhat below. The clearway network that has since then been developed, however, did not bring the desired result, the convergence of peripheral regions and the
creation of workplaces in depression areas. The ill-advised development of public
roads, instead of bringing cohesion, increased the strong member states’ and the
central areas’ advantage and resulted in a structure that is disadvantageous both for
the environment and energy efficiency.
Local products are at a disadvantage in the market compared to the commercial
networks of big multinational companies. Energy efficiency, transport and environment are not adequately considered at the development of commercial networks
and settlement supplies. This could be improved primarily by the internalisation of
external costs. The practice of supplying “just in time” – that spread at the end of the
last century – and the big central store-houses and distribution systems significantly
reduced storage, stockpiling and purchase costs for the production and commercial
networks, but these costs are still borne by the society.

II.4.2. Climate Conscious Regions and Settlements
Climate and energy conscious settlement development has great energy saving potential. Polycentrism, traffic calming (reduction), the creation of pedestrian zones,
and good quality public transport can reduce the demand for motorised transport.
The external costs and per-unit costs of greenfield investments are high. Adaptation
to extreme weather would be much easier with urban management based on cli-
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mate research. Thus the buildings’ cooling requirements could be reduced – it is well
known that cooling is more energy intensive than heating.
The tasks concerning energy supply should be exactly specified among local governments’ and subregions’ tasks.
Public services also constitute an important part of energy policy’s scope for action. Social and economic policies aim at providing nearly the same services for every
EU citizen and enterprise. These general political objectives were integrated in regional cohesion and development policies and a regional approach to public services
was prepared. However, energy efficiency and affordability are secondary aspects at
tenders. Investors and operators are interested in the establishment of systems suitable for large, urban territories, whereas in more sparsely populated rural areas local,
decentralised, environment-friendly, occasionally labour-intensive solutions would be
more favourable.
Hungary is generally considered to be abundant in water. Therefore, water saving
technologies are not widespread, in spite of high canal dues (and low real incomes).
The water consumption of towns and network maintenance are important for the energy saving aspect.
One typical example of structural problems is communal sewage treatment. In the
last few decades the sewage infrastructure developed in several places uses an unreasonably high amount of energy. This determines energy consumption for decades
to come. (Infrastructure developed for densely populated, urban areas is not efficient
in more sparsely populated areas. There was no research on the social and economic
effects of high operation costs in rural areas. Thus, high fees due to unsuitable technology are paid by the population.)
EU development funds were spent on regional landfills, thus increasing transport
distances and the waste of secondary raw material. The practice of selective waste
collection only spreads slowly. Integrated waste treatment could primarily save raw
material, while prevention saves raw material and therefore energy.

II.4.3. The Building Sector
Energy consumption for building construction and operation accounts for approximately one third of the total energy consumption. Therefore, the description of the
desired building stock quality in Hungary in the medium and long term should appear
not only in the sector’s programme and in energy efficiency action plans, but also in
the general energy policy as well.
There is practically no exact quality and quantity database on Hungary’s building
stock, hardly any pilot projects were implemented, and there is no methodology for
the comparability of renovations. The only detailed research made in Hungary was
on the conversion of a housing block in Dunaújváros into a passive house (Solanova).
Energy efficiency potentials are based on uncertain estimates. The first and most
urgent action should be to assess Hungary’s building stock from an energy efficiency
perspective.
www.levego.hu
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Separate programmes and action plans should be prepared for the different building groups:
QQ This should begin with auditing public buildings and keeping a record of the
data. Public buildings have to comply with regulations in the building energy
directives two years before other buildings. This is explained among others
with their awareness raising role. The creation of a pilot project network for
the spreading of information and the facilitation of professional training and
innovation would be necessary. From a national economy perspective, it would
be practical to define an energy efficiency minimum for every public building,
independently of EU expectations, and a schedule for renovations to be completed until 2018, based on the assessment.
QQ In the case of monuments, there are several restrictions on renovations. There
are innovative solutions in this field, e.g. the use of heat-pumps. Spreading
knowledge of successful solutions would serve the interests of the community.
QQ The development of district heating in historical districts, i.e. increasing the
number of consumers would increase the competitiveness of district heating
as opposed to heating per flat, and would provide a solution to several restrictions in the case of old buildings (e.g. chimneys). It is rarely considered that
district heating might result in the local improvement of air quality (e.g. in the
capital’s inner districts), and that fuel change is easier (principally in smaller
rural settlements).
QQ Rural (vernacular) architecture fitting the landscape and using local material is
almost extinct in Hungary. The problem, that Hungarian building material regulations adopted general EU directives that only apply to the newest products
mainly produced by international companies, has not been solved in ten years.
Nevertheless, some straw-built and adobe houses have very positive practical
feedback. Both economy (e.g. tourism) and culture would urgently need a programme for improving the situation of energy saving buildings in the traditional
vernacular architecture style.
QQ It has to be noted that the ill-advised privatisation of flats following the political transformation had a very negative effect on building renovation. Only a
complete review of the building operation system (condominium management)
and of the system for calling-to-tender in building renovation could improve
the state of Hungarian flats which are often in a striking state of neglect with
bad energetic properties.
Building material production is generally energy intensive. Due to low mining fees
and the missing road pricing, there are several multinational companies in Hungary,
producing building material also for export. Our building material management is
wasteful: in the lack of a motivating landfill tax, and due to the mild regulations on
building demolition and the opening of new mines, only less than half of the building
waste is utilised. In Germany and Denmark this ratio exceeds 80%.
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It is a further problem that building energy efficiency directives and the certificates based on them only apply to building structures and engineering installations.
The regulation practically ignores other effects (shading, terrain, vegetation, and microclimate). Significant energy savings could be attained by the revision of the building and urban management regulations, taking into account environmental factors.

II.5. Administrative Measures and Sources
In our opinion, supplementary administrative measures and funds are indispensable
for the improvement in the currently low efficiency of investments. Some fields concerned are listed below:
QQ Investment preparation, the development of alternative (technical) solutions,
cost estimates, and cost-benefit analyses should be financed appropriately;
QQ The development of unified methods, obligatory data collection, data processing, tracking of changes in energy use and related fields (e.g. auditing and taking stock of public buildings, number of workforce in certain fields) is essential;
QQ Professional standards have to be ensured (strengthening of Hungarian designer groups, further education, assuring energeticist positions, appropriate
acknowledgement of engineering work among the costs, strengthening of secondary and higher technical education);
QQ A unified specification and monitoring of local governments’ and subregions’
tasks concerning energy supply is necessary.
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III. Recommendations for the Review of the National
Energy Efficiency Action Plan
Hungary has one of the lowest energy consumption per capita in the European Union.
The price of electricity is higher than the EU average. But this poses a problem for the
population, as incomes measured on purchasing-power parity reach about one third
to one fifth of those in the old member states, and on the other hand, it is also higher
for production, which impairs Hungary’s competitiveness.
Considering environment protection aspects, we do not consider the reduction of
energy prices to be the solution. Much rather, the solution would be the creation of
an economic environment where high energy prices mean a significant income for
the budget which enables the state to lower taxes on labour, improve education and
health service, and promote research and development to achieve more efficient energy use.
The relatively low energy consumption per capita should be maintained while
improving the employment-to-population ratio and reducing social differences. To
achieve this, the transformation of the economy’s structure would be necessary. Although the most energy intensive heavy-industry factories and plants were closed
down after the political transformation, economy was not sufficiently transformed in
the direction of high added value, less material and energy intensive production. This
is shown by the amount of primary energy needed for generating one GDP unit, as
compared to other EU member states.
The deadline for the review of the First National Energy Efficiency Action Plan was
the end of June 2011. As most of our comments on the Energy Efficiency Action Plan
are also valid for other action plans and strategies (most of the shortcomings being
common to them all), it might be useful to outline them in this study as well.
We supplement the 2011 spring version of the Energy Efficiency Action Plan with
the following:
1. There is no feedback about which measures contributed to reaching
its targets and which proved ineffective until now.
An inventory should be made of indirect and direct measures for energy saving
(regulations in different sectors, tenders, efficiency of direct and soft subsidies, efforts made for awareness raisings). To what extent have targets been reached so far?
Changes could be based on such data. Which measures brought the desired results,
and why?
Possible measures could be ranked based on cost-benefit analyses encompassing
the entire society.
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2. The effect of the taxation system on energy efficiency and energy
saving has not been studied.
25% VAT and high taxes on salaries facilitate illegal employment and payment
without invoicing. If there is no invoice, the entrepreneur cannot be called to account
for the defects of the work done, there is no guarantee. The entrepreneurs are not
obligated to employ qualified labour force and to ensure first-rate quality.
International experience shows that environment protection taxes (e.g. land protection contribution, mining fee, landfill tax, mileage-based toll system) improve energy efficiency.
3. Tender results have not always been studied to see if the contracted
cost and benefit ratio and energy saving targets have been reached.
In the case of tenders, the adherence to accountancy rules and absorption potential were stressed above all. Technical preparation was often inadequate. No comparable alternatives and preliminary cost estimates were prepared.
The issues with the public procurement procedure are well known. Regulation
amendments are being prepared now to correct these. These will have to include
detailed rules for green public procurement.
Data reporting on energy saving per tender as well as the check of the data’s verity has to be ensured (Energy Centre).
4. Not every (sub)sector is mentioned whose energy saving potential
could facilitate reaching the set targets. Energy saving as a priority
does not figure in the regulations.
Some of these sectors are:
QQ Sewage treatment;
QQ Transport infrastructure;
QQ Solid waste treatment;
QQ Building waste recycling;
QQ Drinking water saving (grey water, rainwater, groundwater);
QQ Urban management and development regulations (settlement microclimate);
QQ Agriculture;
QQ Commerce;
QQ Air pollution;
QQ Full transposition of directives EPB21D and (EPBD recast).
21 Drawing up the details of the Energy Performance of Buildings Directive (EPBD) is national responsibility. There are, however, EU content elements whose transposition was delayed without conflicting
national interest (e.g. display of the energy certification in public buildings).
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5. To what extent have energy providers and distributors (equipment,
building material, etc.) participated in awareness raising, and spreading up-to-date knowledge about energy saving?
Energy providers and trade partners (distributors of equipment, building material,
etc.) have hardly been involved in awareness raising. The only exceptions are a few
district heating providers. Energy providers have not participated in financing at all.
Adverse interests (i.e. reduction in energy consumption is against their interests)
have to be suspended. There are good examples to this (e.g. California).
6. R & D and the spreading of technical information were not satisfactory in the past era. This was one of the reasons for low efficiency
building renovations in some cases.
Development of a pilot project network of buildings – consisting mainly of public
buildings of differing functions, sizes and technical solutions;
1. Compilation of typical intersections, alternatives and mechanical engineering
solutions with draft budget and recommended target prices;
2. Reference values for individual functions under given technical conditions (e.g.
one hospital bed, one pupil, sewage water, etc);
3. Model interior lightings (offices, homes, etc.);
4. Public lighting solutions;
5. New, low consumption (25 kWh/m2, year) buildings for different rural and urban environments;
6. Urban climate research;
7. The tasks, powers and adequate financing of the Hungarian Energy
Office, the Building Quality Control Institute, the Hungarian Authority
for Consumer Protection and the Energy Centre should be defined.
The privatisation of the energy sector, the liberalisation, etc. would demand an exact
regulation of the personnel and financial supplies and the tasks (responsibilities) of
the above institutions.
If the Energy Centre is to be given an important role as planned, it has to be
strengthened significantly.
8. The local government act only contains general guidelines on the
local governments’ energy management.
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The local governments’ tasks concerning energy management should be defined
in a consolidated framework, also the size should be defined, over which an energeticist has to be employed. Even small settlements should be obligated to employ an
energeticist, e.g. a subregion energeticist for more than one settlement. The necessary knowledge to be expected of an energeticist also has to be determined.
9. In the transport sector, similarly to other EU countries, the temporary energy saving is only due to the economic crisis.
There is no numerical data on intervention alternatives in the transport sector
(e.g. increase of the public transport’s ratio, quicker introduction of toll motorways,
replacement of buses, promotion of railway transportation, traffic reduction).
10. The examination of the efficiency of direct subsidies would be necessary.
The Electricity Saving Households Programme of the Energy Efficiency Action Plan
would directly subsidize the purchase of electrical equipment, fluorescent lamps, etc.
In our opinion, this is not the adequate method for solving the price question. There
are more efficient and cost effective ways to achieve energy savings than this programme.
11. The possibilities of price policy have to be better utilised.
It is a general economic rule that prices define the demand. This is also valid for
energy, and for every product and service that uses energy. Therefore, in our opinion:
QQ
QQ

QQ

Energy prices have to be consistently separated from welfare policies.
The distribution of cheaper, but low efficiency and low quality products should
be banned. Such products have to be supplanted by way of labelling and even
by regulation.
People with low income should be enabled to use up-to-date equipment and
appliances via innovative solutions (leasing, joint usage, e.g. launderettes, or
household rooms in a block of flats). (This is a widespread solution in other
member countries.)

12. The setup of a national mentor network to ensure cost-benefit
analysis, preparation and quality control.
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We suggest a reduction in direct subsidies awarded for construction in the private
sphere. Instead, priority should be given to preferential loans, tax reductions (VAT,
income tax), and, most importantly, assistance within the framework of a national
non-profit mentor network for the preparation, the selection of the best technical/
financial solution and the best contractor. The advisory activity of the network should
be financed jointly by the budget, the renovator (population, local government, etc.),
the enterprises and the energy providers.
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