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The parable of “cheap” shoes
Let us imagine that the government takes a decision to support the popula-
tion in acquiring their shoes; therefore 80 per cent of the price of all purchased 
shoes is covered by the state. Buyers are elated because they can buy their 
shoes quite inexpensively. As a result, more and more shoes are being sold; 
people start to replace their shoes every week, throwing away the old ones. 

Shoe repair shops are closing down one after the other, and the shoemak-
ers working there become unemployed, for it is no longer worthwhile to have 
even the smallest defect mended. The shoes thrown out create huge waste 
piles, and the costs of their transportation and disposal keep growing stead-
ily. Due to increased demand, the price of raw leather soars, hiking up shoe 
prices, too. This, in turn, forces the state to increase its subsidies. Although the 
cattle and pig industries become more lucrative, the animal stock so swelled 
up causes severe environmental damage. Owing to the need for additional 
quantities of animal feed, less arable land remains for the purpose of growing 
other crops; thus even food prices begin to rise.  

The state, committed to its earlier decision, must somehow provide the re-
quired fi nancial resources for the ever increasing shoe subsidies. Therefore, it 
raises personal income tax and social security contribution rates, and cuts its 
spending on education, healthcare and public transport. 

Poorer social groups are compelled to use up all their money just to cover 
their basic daily necessities (food, housing and utility costs, etc.), and so they 
do not have the possibility to buy more shoes than they did before the intro-
duction of subsidies. On the other hand, the rich do purchase dozens of shoes 
every month so that they can go out in a new pair of shoes almost every day. 
Consequently, most of the state subsidy just serves to further enrich those who 
are well-to-do anyway, while the situation of the poor is gradually deteriorat-
ing, since it is they who are the worst affl  icted by the degrading standard and 
higher prices of public services (education, healthcare, public transport, etc.).1 
All this leads to serious social tensions, which are followed by the strengthen-
ing of extremist movements.

.
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W H E N  D O  P R I C E S  T E L L 

T H E  T R U T H ?

In the economy, when the state grants subsidies for certain 
products or services, it usually generates much more harm 
than by not providing any support at all. In fact, state-aided 
products and services cost the country much more than the 
ones not subsidized by the state. (Public tasks are an excep-
tion.2) However, purchasers will not notice this because 
the price of the product or service tells them a lie. Price tags 
show people how cheap they can do the shopping, but they 
conceal the fact that the price of this “cheapness” will 
have to be paid many times over in the form of increased 
taxes and the functional disorders of society. 

Thus, if we want to have a well-functioning economy, 
prices must tell the truth. The prices of goods and services 
must refl ect the true costs of their production and distribution.3

H O W  M U C H  D O E S 

P O L L U T E D  A I R  C O S T ?

State subsidies can have both direct forms (i.e. when 
the state effects payments from the budget) and indirect 
forms. Tax exemptions are an example of indirect subsi-
dies. Another type of subsidy is the case when the state 
does not make polluters pay for the environmental and 
other damages they cause, because then the costs have to 
be borne by the society as a whole.4

Fairly good international methodologies have already 
been elaborated for the determination of the costs of en-
vironmental pollution. For instance, we know what per-
centage of the population will fall ill as a consequence 
of a given concentration of specifi c air pollutants; what 
extent of healthcare service provision they will need; how 
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many working days they will lose, and so on. All these 
harms and losses can also be expressed in pecuniary form. 
Moreover, scientists have calculated how much money 
the polluters should pay in order for the European Union 
to achieve a 20 per cent reduction of its global climate 
change inducing carbon dioxide emission by 2020 (a re-
duction offi cially announced by the EU).

Determination of the actual costs is, of course, not an 
easy task – and the more so because in many cases these 
costs are continuously changing. If, for example, we do 
not begin to cut back the greenhouse gas emissions that 
cause climate change, then this task will cost us much 
more money at a later time.

Already today, what we know about the costs of environ-
mental pollution is suffi cient to have such costs paid by the 
polluters. This would correspond to the principle of the gen-
eral and proportionate sharing of public charges, which is 
also set forth in the Constitution of the Republic of Hungary. 

IN WHAT RESPECT ARE HU MANS 

DIFFERENT FROM THE REINDEER?

Saint Matthew Island in the Bering Sea had once been cov-
ered by a ten-centimeter thick layer of reindeer lichen, but 
up until 1944 not a single reindeer had lived there. In that 
year, a herd of 29 animals was settled on the island. As feed 
was abundant, the reindeer population could rapidly grow. 
In 1957, already 1350 animals lived on the area, and by 
1963 the reindeer stock swelled to 6000. By that time the 
reindeer completely consumed the lichen on the island. The 
once plentiful source of nutrition was fully used up; thus, the 
harsh winter of 1963-1964 easily killed off the entire herd.

The reindeer were not able to forecast the consequences 
of their actions; and even if they had been able to predict 
subsequent impacts, it is unlikely that they could have done 
anything to avoid their extinction. Humankind, however, is 
capable of forecasting the conditions that will prevail if its 
current production and consumption practice is continued. 
On the other hand, we also have the means to implement a 
change of direction in order to safeguard present and future 
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remind us of the reindeer herd 
that had once lived there5
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generations. However, the key question is whether humanity 
will in effect make use of the means available to it or not.

Our most important preventative method is to provide con-
tinuous feedback: politicians, offi cials, entrepreneurs and 
ordinary citizens (i.e. everyone) should be faced, preferably 
instantly, with the social, economic and environmental conse-
quences of all their actions. Accordingly, they should also be 
immediately made aware of whether their current actions 
facilitate sustainability or, on the contrary, they just bring 
us closer to the occurrence of a catastrophe. Such signals 
can be given in various ways: by providing information, by 
imposing and enforcing administrative rules, and also by 
means of money. In this booklet, the importance of the lat-
ter means is highlighted. 

Money infl uences decisively what types and quantities 
of goods or services will be chosen and purchased by en-
terprises and citizens. If a product or service is inexpensive, 
larger quantities will be purchased; if it costs a lot, then less 
of it will be bought. This holds true for all goods. (But, ob-
viously, not to the same extent: there are certain types of 
goods in the case of which even a relatively modest price 
increase can bring about a signifi cant drop in demand, 
whereas in other cases substantially higher prices are re-
quired in order to lower demand perceptibly.) 

If the state provides funds for a specifi c purpose, then the 
project concerned is usually implemented; if it takes away fi -
nancial resources, then the activities affected will not take 
place, or they will only be carried out in a much smaller scale 
and with many more diffi culties. If the state grants subsidies to 
environmentally harmful activities, pollution will increase; if it 
drains away funds from such activities (or renders them more 
expensive by imposing taxes upon them), then pollution will 
be reduced. If, over and above the foregoing, the state also 
allocates extra fi nancial resources to environmentally friend-
ly activities, then it will improve the state of the environment 
even more (or, at least, mitigate its degradation). 

Prices can primarily be infl uenced by the state through 
taxes and subsidies. If, for example, the state imposes 
a tax upon seriously environment-polluting activities, 
whereby it makes the polluters reimburse the costs of the 
damage they cause, then the prices of such activities will 
rise, and demand for them will fall.

If the state grants subsi-

dies to environmentally 
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The Raubach–Selters railway line 
before and after its renewal. As 
a consequence of the introduc-
tion of road charges for trucks in 
Germany, it became worthwhile 
renovating even a formerly aban-
doned railway line.6
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A juggernaut of 40 

tonnes causes as much 

damage to the road 

surface as one hundred 

thousand passenger cars. 

Cover page of a 1990 issue 
of the British scientifi c jour-
nal “New Scientist”.

WHO PAYS THE COSTS OF ROAD 

FREIGHT TRANSPORTATION?

A renowned Dutch research institute has recently calcu-
lated that the operators of trucks in the European Union pay 
taxes and charges pertaining to their vehicles in a total annual 
amount of some EUR 50 billion. This sum practically covers 
the construction and maintenance costs of the infrastructure 
used by heavy trucks. However, in addition to that, trucks also 
cause environmental and health damage in an annual value of 
EUR 90 billion, which is not paid for at all by truck operators.7 
Projecting these data to Hungary, the annual value of such 
uncovered damage comes to HUF 450 billion.8

If we take a closer look at the details of the calculations 
mentioned, we can see that the operators of heavy trucks (ve-
hicles over a permitted total weight of 12 tonnes) not only do 
not pay for the environmental damage they cause, but they do 
not even pay for the costs of the infrastructure they use. It is 
because these heavy goods vehicles require much more strongly 
constructed roads than other vehicles, and they destroy the 
roads much sooner than smaller motor vehicles. A juggernaut of 
40 tonnes causes as much damage to the road surface as 100,000 
passenger cars. This fact has long been known and recognized 
by experts. Dr. Ervin Nemesdy university professor, Academic 
Doctor of Technical Sciences, published his book titled Struc-
ture of Roads and Motorways in Budapest in 1971, which, even 
today, is still used by transport specialists as a standard work. In 
this book he describes the fi ndings of comprehensive investiga-
tions carried out in the United States of America, which con-
cluded that the damage caused to roads is proportionate to the 
fi fth power of the axle load of vehicles. From this research result, 
Professor Nemesdy drew the following conclusion: “It is not only 
the interests of the road freight transportation companies that 
should be taken into consideration, but also the condition of 
the national road network and the ensuing unfavorable changes 
in the useful life of road surfaces. The latter may cause such 
damage to the country’s road network the value of which is by 
an order of magnitude larger than the annual profi ts realized by 
transportation companies. (...) All these reasons make it indis-
pensable that heavy trucks with large axle weights should bear 
very high additional road charges and extra transportation taxes.” 
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However, even that is not all: the roads destroyed by 
heavy trucks in turn cause huge damage to other vehicles. 
According to World Bank calculations, on a road with 
moderate traffi c volume damage that could be repaired 
for 1 dollar will exact extra costs of 3.4 to 6.1 dollars 
annually of vehicle owners driving on that road. As is well-
known, in Hungary the maintenance of public roads is 
much below the necessary standard.9

Another irrational and extremely unfair preference is that 
most of the laws and statutes applicable to heavy trucks are 
very lax rules; and often even the enforcement of these leni-
ent rules is inadequate or missing. This allows the regular 
and serious violation of relevant legal regulations: truck driv-
ers habitually exceed the speed and weight limits, and truck 
operators fail to carry out the required maintenance work. Il-
legal acts are of such frequency and extent that according to 
an estimate made by Austrian and German transport experts, 
in the old member states of the European Union road carri-
ers would have to raise the prices of their services by 50 per 
cent on average if they observed the applicable regulations. 
In the new member states, including Hungary, the situation 
is considerably worse than that.10 

Within road freight transportation, black and gray 
economies represent a much larger portion than in most 
other economic sectors. This can also be regarded as a 
substantial subsidy granted to road haulage, the more so 
because within its most important rival subsector (the 
railways), the black economy only plays a negligible part 
(and even then the existing black economy practices rath-
er affl ict the railways negatively). It can by no means be 
considered a fair competition in which one of the market 
players does pay all taxes and charges, whereas the other 
one mostly evades such payment obligations.

Hungarian road carriers are granted signifi cant prefer-
ences that no other sectors enjoy. For instance, truck drivers 
can gain access to “fuel savings” free of any taxes and social 
security contributions, i.e. they can legally dodge the pay-
ment of most public charges. It is true that while earlier they 
were allowed to do so without any upper limit, as from 2010 
they can “only” book savings up to a monthly amount of HUF 
100,000. Concerning this “restriction”, György Wáberer, 
President of the Hungarian Road Transport Association re-

The roads destroyed by 

heavy trucks will in turn 

cause huge damage to 

other vehicles.

In recent years, local resi-
dents have held demonstra-
tions in many Hungarian 
locations, demanding that 
the massive heavy truck traf-
fi c should be stopped and 
the damage caused should 
be eliminated.
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cently commented: „…if, however, we multiply this amount 
by the number of offi cially employed Hungarian truck drivers, 
and we calculate the total amount of funds that remained 
with the freight transportation companies and with the truck 
drivers as a result of the partial retention of tax exemption, 
then we reach a sum many times the HUF 4.5 billion sub-
sidy that last year the Hungarian government undertook to 
grant. (...) As compared to other economic sectors, our line 
of activity obtained much more subsidies last year …”11

Foreign road carriers obtain even more subsidies from 
Hungary. These hauliers are mostly just passing through 
the country and are virtually not paying any charges; while 
they are using (and destroying) Hungarian roads and they 
are polluting our environment.

WHAT CAN BE THE SOLUTION?

One of the most important measures to be taken is the 
introduction of a distance-based road charge upon heavy 
trucks. Such road charges should be paid on all types and 
categories of roads (similarly to the Swiss model), since 
heavy trucks are causing substantial damage everywhere. 
As a matter of fact, the damage is usually much greater on 
secondary roads and within settlements than, for instance, 
on motorways. It is also an important consideration that 
if road charges are only introduced on motorways, then 
some of the trucks will rather use lower category roads (i.e. 
they opt for causing more damage), as has been shown by 
both Hungarian and foreign experience. 

As a fi rst step it is advisable to only impose road charges 
upon heavy trucks with a permitted total weight of 12 tonnes 
and above because such vehicles cause the most severe 
damage, and they perform a type of freight transportation 
that can in many cases be relatively easily diverted to rail.

It is important that the rate of the road charge should also 
depend on the motor vehicle’s weight and pollutant emission. 

There are no technical obstacles hindering the quick intro-
duction of road charges in Hungary. Every truck (with a few 
exceptions set forth by relevant regulations) is equipped 
with a tachograph, which shows the time and the distance 
driven by the vehicle. The vehicle’s permitted total weight 

There are no technical 

obstacles hindering the 

quick introduction of 

road charges in Hungary.

In Switzerland, road charges 
were introduced for heavy trucks 
in 2001, and their rate was 
substantially raised in 2005. 
Thanks to that, truck traffi c even 
in 2005 only reached the level 
experienced in the year 1998. 
If road charges had not been 
introduced, traffi c volumes in 
2005 would have been, as fore-
casted, 70 per cent higher than 
in 1998! Switzerland has been 
one of the most competitive 
countries in the world for many 
years now, whose status has not 
been altered by the introduction 
of road charges.12
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and pollutant-emitting characteristics are specifi ed by the 
manufacturer. Thus, it is easy to calculate and control the 
payable amount. Data of the trucks going abroad and arriv-
ing from abroad can be recorded at the Hungarian border, 
and truck drivers can pay the charge on the spot. In the 
case of vehicles which only travel within Hungary, it would 
be enough to control the trucks’ data by random testing 
(transport authorities are already doing that today). If the 
applicable charges are not properly paid (say, monthly or 
semi-annually), very severe penalties should be infl icted13. 
In the future, more up-to-date methods and an electronic 
road charge payment system may also be used, but their in-
troduction is time-consuming and entails substantial costs.

WILL ROAD CARRIERS GO BANKRUPT?

One of the most often repeated arguments against distance-
based road charges is that they would make it impossible 
for road freight transportation companies to carry on their 
activities. In a market economy, however, this cannot be a 
meaningful argument, since it is the very essence of market 
economy that competitive enterprises prosper, while the un-
competitive ones go bankrupt. It would certainly not contrib-
ute to the country’s economic development if we continued 
with the practice prevailing in Hungary prior to the change 
of regime (1990), when lots of unviable companies were 
subsidized lavishly and thoughtlessly by the state.

By granting subsidies to road carriers, the state takes 
away resources from other economic activities – and, in 
point of fact, usually from economic activities in which 
this state intervention leads to the elimination of much 
more jobs than the number of new jobs created in the 
road haulage sector. This is so because road freight trans-
portation is not a labour-intensive but a capital-intensive 
activity. Moreover, it is also an extremely import-intensive 
economic activity, since both the trucks themselves and 
their fuel must be imported from abroad. Once again, this 
drains away fi nancial resources from Hungarian jobs. Fur-
thermore, large-scale and intensive transportation activi-
ties lead to the globalization of production, and thus to 
the irrational utilization of local labor force.

By granting subsidies to 

road carriers, the state 

takes away resources 

from other economic 

activities.

In Switzerland, two-thirds of the 
revenues generated from the road 
charges levied on heavy trucks 
is used by the government for 
railway development. The remain-
ing one-third is provided to the 
local governments (cantons), and 
they spend these funds at their 
discretion on various transport 
investment projects (e.g. on road 
renovation, public transport or 
bicycle paths).
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In recent years road carriers have been continuously 
complaining that they were going to go bankrupt. Subse-
quently, however, it has always turned out that they were 
just crying wolf without any sound reason. 

Since 2001, there has been no other economic sector 
in Hungary that registered a higher growth rate than road 
freight transportation.

W I L L  P R I C E S  R I S E ?

Another frequently heard argument against road charges 
is that they would increase transportation costs, which, 
in turn, would bring about a rise in consumer prices. 
In reality, just the opposite is true! It is not the trans-
portation costs that are going to rise but rather just the 
amount paid by road carriers. There is a huge difference 
between these two things. Already today, we (all of us) 
pay for the costs of road transportation anyway. We pay 
taxes so that roads can be constructed, maintained and 
renovated for the heavy trucks. We pay the costs of the 
pollution-induced health damage. We pay the costs of 
lots of irrational transportation to and fro. We pay the 
price of numerous (otherwise competitive) enterpris-
es going bankrupt because the state uses the money 
charged them to fund the subsidization of road transpor-
tation. We also pay for the subsidization of the railways 
as they become uncompetitive as a consequence of the 
state grants provided to road freight transportation.

The revenues collected from road charges can be used 
for purposes that will reduce costs and/or improve serv-
ices (e.g. for the purpose of lowering the rates of social 
security contributions, or improving public transport).

It is true that road carriers will partly or entirely shift 
the road charges upon the entities who order the trans-
ports. But even so, what happens is that those will pay 
who benefi t from the transportation of goods, instead of 
relegating the costs involved to society as a whole. There-
fore, some road carriers will obviously be compelled to 
raise their prices, but at the level of the society as a whole, 
the costs will diminish – as we have illustrated above with 
the imaginary example of shoes. 

As a result of road 

charges, the number of 

irrational transport runs 
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Changes in freight transporta-
tion performance in Hungary 
between 1980 and 2007, by 

transport modes15
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ARE RAILWAYS UNABLE TO TAKE 

OVER FREIGHT TRANSPORTATION 

FROM ROAD HAULAGE?

One tonne of goods can be transported by rail with the use 
of only one fourth as much land and one tenth as much 
energy as by road, causing only one tenth as much air pol-
lution, one hundredth as many accidents and much less 
noise. Therefore freight transportation should be diverted 
back to railways to as great an extent as possible. This 
necessity is recognized by all; however, many argue that 
if tolls are introduced, then the railways will be unable to 
take over transports from road. On the whole, this is true, 
since only a part of all goods transports would be diverted 
to railways. However, already this would bring about con-
siderable benefi ts for the national economy and the envi-
ronment. The further development of the Ro-La system 
in Hungary would be a positive consequence of a road 
charge. It would be of at least equal importance that the 
number of irrational trips would be reduced (and thanks to 
that, substantial additional savings could be achieved on 
the level of the national economy). Concerning this, lots 
of specifi c examples could be cited, but we will just men-
tion one of them here. Today, in the Hungarian food stores 
we can buy Belgian carrots, which are offered at the same 
or even lower price than Hungarian carrots. The Belgian 
carrots are transported by heavy trucks over a distance 
of 1500 kilometres!16 Does this really improve Hungary’s 
competitiveness? Will this create more Hungarian jobs??? 
In Germany, already upon the announcement of the in-
troduction of road charges (and also as a result of the 
repeated raising of fuel taxes at rates that exceeded the 
infl ation rate), the proportion of empty road trips dropped 
by 22 percent between 2000 and 2005, i.e. from 25 per 
cent to only 19 per cent! 17 (Road charges were intro-
duced in 2005 on the German motorways, and their rates 
were signifi cantly raised in 2009.) Yet, one could have 
thought it impossible to further improve the high German 
level of being organized. As regards Hungary, the share of 
empty trips was still 25.8 per cent in 2008.18.

In Hungary, Ro-La system (the 
transportation of trucks by rail) be-
gan in 1992, and in 1998 its vol-

ume already exceeded one hun-
dred thousand trucks. Upon most 
of the trucks registered in non-EU 

states, signifi cant sums of road 
charges (in recent years already 

HUF 60,000 each time) had to be 
paid (and actually even today have 
to be paid) if such trucks traverse 
Hungary by using its public roads. 
Therefore, it has been worthwhile 
for them to make use of Ro-La. At 

the time of Hungary’s accession 
to the European Union, in 2004, 

this toll ceased to be applicable to 
the trucks of Slovakia, Poland and 
the other new EU member states. 
Since 2004, Ro-La transportation 
has mostly been used by Bulgar-
ian and Romanian trucks. Then, 

on 1st January 2007, Bulgaria and 
Romania also joined the Europe-

an Union, which gave rise to an al-
most total collapse of Hungarian 

Ro-La transport.15
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W H O  W I L L  B E  T H E  L O S E R S ?

If we do not introduce distance-based road charges for heavy 
trucks, then all of Hungary will be continually losing money, 
to the tune of several hundred billion forints each year. If the 
charges are introduced, the state would collect road charge 
revenues of at least HUF 100 billion annually, a large part 
of which would be paid by foreign entities. Beyond that, 
the savings arising from prevented environmental, health 
and other damage would make up considerable additional 
sums. Substantial supplementary benefi ts (and state tax rev-
enues) would be generated thanks to Hungary’s increasingly 
modernized economic structure, restrained squandering, re-
duced energy imports and improved overall employment rate.

A study commissioned by the European Commission 
revealed that public welfare in Hungary could be improved 
by more than HUF 1000 billion annually, if the costs of the 
environmental and health damage caused by road trans-
port would be made payable by transport participants in 
the form of appropriate taxes and charges, and the extra 
tax revenues so generated would be used for the purpose 
of easing the taxes and social security contributions im-
posed on live labour. Such an augmentation accounting 
for 4 per cent of Hungary’s gross domestic product could 
be achieved thanks to the mitigation of environmental and 
health damage, and owing to the fact that prices would be 
much less distorted, and so economic players would make 
far more rational decisions than they are doing today.19

Even though in the short run, road carriers gain by the 
hidden subsidies they receive, over a longer period of time 
they will be the greatest losers because current price condi-
tions are just reinforcing their false belief that they can con-
tinue doing everything as they did before. Indeed, numerous 
factors (e.g. climate change; depletion of the Earth’s petro-
leum stock and the ensuing surge of oil prices) indicate that 
this state of affairs cannot be maintained any longer. The 
introduction of distance-based road charges and the well an-
nounced gradual raising of rates will enable road freight trans-
portation companies to progressively adapt to the new situation. 
In the absence of such adaptation, the upcoming inevitable 
changes will catch them unprepared, and most of them will 
suffer the same fate as the reindeer on Saint Matthew Island.

The proportion of empty trucks 
running in Germany (per cent)

Due to the absence of 

road charges, Hungary 

loses hundreds of billions 

of forints each year.
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W H AT  D O  P E O P L E  S AY ?

According to data gained from public opinion polls, the 
overwhelming majority of Hungarians believe that heavy 
trucks seriously damage the environment and the roads, 
and people are also convinced that the operators of such 
vehicles do not pay for the damage caused. Therefore, the 
majority of the Hungarian population is in favour of imposing 
substantial road charges upon heavy trucks.

Already in 2007, Hungarian Automobile Club, in a 
declaration20 issued jointly with Clean Air Action Group, 
urged the introduction of distance-based road charges for 
trucks. In the same year, Clean Air Action Group signed 
another joint declaration  with the Hungarian Road Trans-
port Association, in which the latter organization also 
agreed to the introduction of distance-based road charges. 
This did not happen without a good reason. In the journal 
of the Hungarian Road Transport Association, one inter-
national road transportation entrepreneur said: “It makes 
me utterly indignant that in Austria and Germany I have 
to pay the road charges right away, in a value of around 
EUR 70 to 100. In contrast, when foreign road carriers 
drive to Hungary, they can travel within the country any 
distance they want during 24 hours; no one is interested 
at all in making them pay for that. Can you call this the 
equal sharing of burdens?”

Results of the public opinion poll 
conducted by Szonda Ipsos in 
200623
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R E F E R E N C E S

1 To justify the state subsidization of 

certain products and services, it is 

often argued that thereby even poorer 

social groups can have access to such 

products and services. However, prac-

tical experience has proved that the 

main benefi ciaries of such subsidies 

are fi rst and foremost the well-to-do 

social groups. Therefore, other solu-

tions must be applied in order to aid 

the poor. For instance, by paying higher 

family allowances or old-age pensions; 

and, not least, by providing them (all 

age-groups) with excellent education!

2 The state must subsidize public serv-

ices and the performance of public 

tasks. Naturally, it would not be per-

missible that, for instance, the police 

only investigate a burglary case if the 

aggrieved party pays for it. Again, it is 

not acceptable that children who come 

from poorer families do not receive 

education or healthcare provisions. 

Obviously, public services, too, must 

be operated effi ciently and economi-

cally, which necessitates that we know 

exactly the costs of such services. 

3 In some exceptional cases, for well-

defi ned and socially important purposes, 

it is acceptable that the state grants 

support to certain economic activities; 

however, as soon as they attain their 

set specifi c goal, the subsidies must 

be abolished. In general, such subsi-

dies are necessary and justifi ed when a 

mistake was made earlier by a country, 

and that mistake now has to be rectifi ed. 

For example, in the past few decades, in 

Hungary (as well), houses had been 

constructed in a way that disregarded 

the criteria of environmental protection 

and energy effi ciency. Today, this mis-

take has to be corrected (with special 

regard to climate protection), which 

can hardly be achieved without state 

subsidies. However, even in such cases, 

the grants should not be provided to 

specifi c companies but rather to the 

users (in the above-mentioned example, 

to the building proprietors concerned), 

who will scan the market and select the 

entrepreneur to carry out the work.

4 The Organization for Economic Coopera-

tion and Development (OECD), of which 

Hungary is a member, has expounded in 

numerous studies that any unpaid envi-

ronmental damage must be regarded as 

a state subsidy. A study commissioned 

by the European Commission and 

prepared by an international research 

group also holds a similar position in 

this matter. See: http://www.ieep.eu/

whatsnew/newsitem.php?item=229 

5 Source: www.weatherwise.org/Ar-
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