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Why is it Necessary for Hungary to join the European Public Prosecutor’s Office?
Some Empirical Evidence and Considerations”
Istvan Janos Toth (SGH Warsaw School of Economics, CRCB)

1. Stricter controls can raise both the objective and perceived probability of detection—and thereby deter corrupt behavior.

The potential offenders feel more likely to be caught.

2. Hungary's situation is unique: (i) Hungary is not an EPPO member; (ii) the risk of corruption associated with EU funds is
high (Fig.1); (iii) the value and proportion of EU funds is also high (Fig. 2). Strengthening the control of EU subsidies spending
is a pay-off, as the benefits for EU taxpayers would outweigh the associated costs.

3. OLAF audits and the European Commission’s anti-corruption measures have contributed to a decline of corruption risk
in EU-funded procurement (Fig. 3). At the same time, however, political favoritism has intensified, with key actors within the
Orban regime securing an increasingly large proportion of EU subsidies (Fig. 4-6).

Fig. 1: Corruption Risk and Share of Contract Value with High Corruption Risk by Country, 2007-2023.

Fig. 2: Value and Share of EU-funded Contracts in Total Public Procurement by Country, 2007-2023
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Fig. 3: The OLAF Investigations and the Evolution of Corruption Risk in EU-funded Contracts in Hungary, 2010-2023 Fig. 4: Share of Cantract Value Won by Companies Affiiated with the TOP4 Actors in Hungary, 2005-2023.
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Fig. 5: The Bid Suecess Ratio for EU-funded Contracts by Peried and Type of Companies in Hungary, 2005-2023. Fig. 6: The Odds of Winning and the Average Contract Value in EU-funded Contracts, 2011-2023.
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Notes: CRCB's own calculation based on on the Hungarian Public Procurement Authority's data; with framework agreements;

Bid Success Ratio (BSR) of a Company(i) = Number of Contracts Won by Company(i) / Number of Bids Submitted
by Company(i); 0SBSR<1; black lines: 95%Cl; the list of the TO13 actors can be found at https://www.creb eu/?p=3704;
Wilcoxan-Mann-Whitney test for period 2005-2010: z= 0 0

Wilcoxan-Mann—Whitney test for period 2011-202
N(period[2005-2010])=532; N(period[2011-2023])=

In of Average Contract Value (EUR million)

® Companies affiliated with the TOP13 actors of Orbén's Kleptocracy
©  Other companies

Notes: CRCB's own calculation based on the Hungarian Public Procurement Authority's data; with framework aggrements;
only for companies with more than 6 bids. Based on data from 1,947 companies that, between 2008 and 2023, won either
the largest number or the highest value of public procurement contracts in a given year. These companies won 75% of the
total value of all public procurement contracts and 77% of the total value of EU-funded contracts between 2005 and 2023.
Odds of Winning of a Company(i) = [Number of Contracts Won by Company(i)+1] / [Number of Bids Lost by Company(i)+1];
OW=>0; the list of the TOP13 actors can be found at https://www.crcb.eu/?p=3704; N=1

*: Donations from Hungarian citizens and companies support the CRCB's research.
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