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Brief description of the governance structure withchanges in 2006

Hungary has three levels of government: Centrakgawent, 19 counties and the capital Budapest,
and municipalities. Hungary is a Parliamentary Ripu and its legislative body — a unicameral
parliament (National Assembly) — consists of 386ners elected for four years.

Executive power is formally held by the Presidehth®e Republic, who is the Head of State. The
government is headed by the Prime Minister. TheiBeat is elected by a two-thirds majority vote by
the National Assembly for five years. The Presideas limited policy-making power, and effective
executive power is exercised by the governmentyhiich the Prime Minister plays a key role. The
National Assembly elects the Prime Minister upgor@posal from the President of the Republic, on
the basis of the principle of parliamentary majgriand approves the government programme. The
Prime Minister nominates the ministers of the gowsgnt, who are formally appointed by the
President after approval by the relevant committdelse National Assembly.

Public administration functions are performed by tiypes of institutions: Local or regional offices
representing and directed by the central governnaerat local governments directed by locally elected
bodies. According to 1989 amendments to the Catistit, the local governments are independent.
Local governments have an elected representatigig &od an executive entity, the Mayor’'s Office.
The Mayor’'s Office executes both local administratitasks (for which it is responsible to the
representative body) and state administrative téfsksvhich it is responsible to the state authesit
Local governments are legal entities that have ifudlependence in local matters including the
adoption of local legislation and administrationfiobncial resources. Their income base is gengrate
through local taxes and central government fundihgeneric and specific nature. At thaeal level
Hungary has 3,145 local governments operating iodl@ities and Budapest.

The new government that came into power in June 2@0(after a general election in April) has
announced both significant budgetary restrictioos the public sector in order to reduce public
spending, and an increase in taxes for both cizerd businesses. Despite the fact that Hungary is
now experiencing greater economic stability higlidet deficits and requirements for entry into the
Euro zone are forcing the government to introduceaity measures

At the central level the new government structure from June 2006 hdacesl the number of
ministries leaving a current number at 11 (instehg@revious 15); the number of ministers has also
been reduced, and some minister positions withortglios have been abolished.

Some leading posts in the public administrationehalso suffered basic changes. The posts of the
political state secretary (deputy minister) wadaegd with the post of the senior state secrethgy,
highest post in the public administration, thattloé permanent state secretary was abolished, while
former deputy state secretaries responsible focifipalomains were replaced by state secretaries.
This change implies that administrations of ouristites in the future will be directed from poliic
level.

I. The strategic approach towards e-Government

During the 16-year history of the Republic of Hunygao profound reform of the central government
administration took place. In its June 2006 polggatement, the new Hungarian government



announced that it will take up the challenge ofemgive and profound public sector reforms. E-
Government development in Hungary has primarilynbddven by political priorities. Like most
developed countries, Hungary has seen e-governdexaiopment as a part of a larger political and
strategic view on developing an Information Society a digital economy to enable the country to
compete globally. For Hungary, the main politicalver for most policy areas has been Hungary’s
political priority goal: Integration into the leadj market economies in Europe and globally. With EU
membership and the accession process as a nagjoalalHungary has focused on European “quick-
wins” within the e-government policy area, suchaligning policies, laws and governance structures
to European Union demands.

There are severahportant e-government-related changesn the new central government structure
from June 2006:

» The established in 2002 Ministry of Informatics a@dmmunications (IHM) has been
abolished, and its tasks, mainly related to thea arethe Information Society, with the
exception of those relating to e-public administrat have been transferred to the Ministry
of Economy and Transport. Its tasks in connectioa-government have been transferred to
the Prime Minister's Office where they will be medywith the E-Government Centre
(EGC) and form a neWentre for Electronic Public Servicesto be formally established by
1 January 2007 (EKK has previously been in chafdheocountry’s E-Government Strategy
reported in our last year's country report for 8adzburg conference).

» The Central Data Processing, Registration and iele€@ffice, which used to be an agency
under the Ministry of Interior, will also be mergedo the new Centre for Electronic Public
Services (EKK).

* A Government Commissioner responsible for the ITvettspments in the Public
Administration has been in charge to manage tliggemization process. As a governmental
CIlO, he is reporting to the Minister of the Priménidter's Office and presides over both the
Inter-Departmental Conciliatory Committee for Gavaent Information Technology and E-
Government Operative Committee having been operdtia the previous government cycle
as well.

» The Ministry of Interior's tasks have been transddrto two other ministries: most tasks
have been transferred to the Ministry of Local Gawgent and Territorial Development
established by the new government, while the isguaw enforcement has been transferred
to the Ministry of Justice and Law Enforcement.

» To achieve a more cost-efficient and transpareatofipublic funds, the government intends
to centralise certain administrative functions daénttal government such as public
procurement, tendering, bookkeeping, payroll fuoreti ICT, customer service, human
resources management, travel and protocol functianshared service centre will be
established to operate these generic administriskes across ministries.

[I. The OECD study

At the request of our previous Government, the OECENducting a peer review of e-government in the
Hungarian public sector. The overarching objectofake review, as agreed with the Government, are:

 To apply the OECD’s e-government analysis framewswkas to provide Hungary with a
report on its e-government strategies and solutieitk a focus on how they contribute now,
and could contribute in the future, to its good gmance objectives in the information age.



» Through reviewing e-government in Hungary, to fartdevelop the OECD’s e-government
analysis framework, and obtain knowledge and in&drom that will enable robust cross-
country comparisons of e-government in countriegigpating in OECD Peer Reviews
(previously Norway, Denmark, Mexico and Nederlahdrkey lately) .

The analytical framework for the review is based@mBCD publicationsThe e-Government Imperative
(2003) ande-Government for Better Government (2005). E-Government is examined in the contepublic
governance reform and modernisation.

In May this year the OECD provided the Preliminkigdings of the Study, which served two purposes.
First, it is focusing on areas where conclusiong beadrawn that could lead to proposals for adiioour
Government. Second, it highlights/identifies aspefte-government development which require more in
depth analysis and, given their particular relegaawoss OECD countries, could benefit from mateded
discussion among OECD e-government officials. ot discusses e-government under the following
major headings: country profile, challenges, lestipy implementation, collaboration, and outputd an
outcomes.

The full review, to be completed in August 2006l wirther develop the observations presented @ th
Preliminary Findings, provide additional evidermed make proposals for action for the government.

The main findings are introduced as follows:

Major progress in e-government began later in Hungary than in many other OECD countries. One of the
priorities in the Hungarian Information Society Srategy policy adopted by Government in November 2003
was to create a modern and efficient public administration. The implementation of this policy has been at the
core of the E-Government Srategy and Programme. Hungary has made significant progress in terms of
setting up a proper technical and legal infradructure and providing better services to citizens and
businesses. To achieve the drategic goals of good governance, further progress is needed. This can be
achieved by developing further integration of e-government services through increased interoperability with
an emphasis on user take-up, public sector modernisation, and realisng e-government benefits and making
e-government pay-off.

V. The latest results

1. The interim evaluation of the 2005 realisatiorf the Program Plan and the E-
Government Strategy ( described in our last ye&suntry Report )

For the sake of a multilayer continuous (rollingdy strategic planning of e-government based on
the principles laid down in the E-Government Sggtand taking into account the most important
tasks of the coming period, a yearly interim mamp process took place. The last 2005 interim
monitoring, based on the competencies, indicatbresuilts and effects, revised the realisation of
the Program Plan and proposed a modification ofett@overnment Strategy. The Strategy was
investigated in the light of i2010 document, th@@sernment working paper for 2010 of the EU,

and the IDABC program as well, and in compliancth&public expectations corrective steps were
planned with special regard to the objectives cisegrin the national development strategy
documents.

The interim evaluation of the 2005 realisationhaf Program Plan and the E-Government Strategy
was accomplished in January 2006. The evaluatinforeed the right direction determined by the
E-Government Strategy: the necessity of creatianiified infrastructure, the single window like
realisation of the Client Gate, the identificat&ystem making possible the use electronics services
and finally realisation with a systematic approa€hvarious elements of the Central Electronic
Service System (both the Client Gate an the CeByrsiem were first mentioned in the last year's



report). The strategic planning for the period 22060 will be based on th2010 E-Government
Action Plan accepted by the European Union in A48/06.

2. Regulatory Activity

In order to create a service-providing state, Effity manage budgetary resources
and to comply with the requirements of operatingaaSuropean Union Member State, the
Government has issued a Government Decree on trdigation of government information
technology and relevant procedures. According eodbcree, government institutions are to
perform their ICT activities as coordinated by Gevernment Commissioner (in the CIO
role), who has theght to consentto andexpress his opiniorregarding the government ICT
strategy, the annual government ICT investments apdrating budget of concerned
organizations, and the modifications thereof, dad eeviews related implementation.

The Electronic Government Centre (EGC) played dimting and active role in the
codification activity aimed at the elimination oéghl barriers to electronic government. It
participated in the preparation of 13 legal maleaa an independent author, and of 13 furthel lega
materials as a joint co-author during its term.

The evaluation of E-Government Strategy 2005 aedettperiences gained during the
practical implementation of e-government show tbatthe purposes of furtheegulation ane-
administration (e-public service) adhat takes European legal harmonisation requirtsriato
account should be passed, which is to be drawnithpparticular attention to the directions of the
public administration modernisation strategy. le theantime, the law must also promote the
improvement of the internal efficiency of the paldidministration (public service) sector. In the
course of this, special attention must be paidufparting interoperability-based data exchanges
and to satisfying the conditions of quality servicehich—as a consequence of the
service-providing state approach—is focused omtsljevhile full protection of personal data must
also be ensured. Provision of electronic servicesvell as the obligatory use of the Central
Electronic Service Systerservices must be promoted both in respect of pwaiministration
bodies and the civii servants concerned. Authdidita and representation-related
cross-authentication via the Client Gateway mushade obligatory for the electronic management
of all administrative matters. Authentication regaoients for the electronic management of official
matters must be simplified and made uniform, aedatithentication of civil servants with rights to
issue official copies of documents must be enswittdrespect to that role.

3. Latest developments of the Central ElectroBiervice System (CESS)

Since our last year’s report several important ldgweents took place concerning the elements of
the CESS, comprising the Electronic Government Baok (EGB), the Government Portal, the
Client Gate and the Government Customer InformaZientre.

« Electronic Government Backbone

» In the second half of 2005 tkecond (redundant) network centrewvent into use
and in parallel with it the Border Defence Systemwviging the Internet access
became more powerful. Enlargement of the capadityackbone sections was
finished with the migration to the new technoloBYyDM). As a result a 6 Gps
bandwidth was reached country-wide, which is priogidsufficient capacity for
development IT services in the middle run.

» A modern, high performand@ewall system was put into operation securing an
operation without breakdown.

» According to a Government Decree, in 2004 a comyletlosed MPLS VPN
network was implemented on the EGB infrastructumajch enabled the 9



institutions concernedo manage classified EU documentsThe classified

documents are encrypted and decrypted using arypdioor tool that was

developed for foreign affairs purposes and wasdesind authorised by the
National Cryptography Authority.

The document database is set up and maintainedhebylinistry of Foreign

Affairs, and the network suitable for forwardin@ssified information (HSNet)
was implemented—using the EGB—by the Electronicégawent Centre of the
Prime Minister's Office. In the second half of 200t HSNet network was
supplied with further end-nodes.

> In order to achieve better use of EGB’'s ICT infrasture, additional
government institutions are connected to it on agoing basis. Currently,
there are 130 institutions connected to EGB in Budzest, which number
practically includes the majority of central andtimaal institutions. The
connection of the systems of the national instingiwas started and by May
2006 already 58,000 users were using the EGBNG@inatitutional sites

According to a Government Decree, all (currentlyowb 1,100)
government institutional sites will be connectedhi® EGBN by the end of 2006.
In addition, there are about 100 state (non-goventaf) institutional sites, which
are already connected to the EGBN.

» Theintegration of data and voice transmissions over i EGBN started at
the end of 2005. The complete central call rousgstem, which can control
calls using the original 'A' number, was implement€he system is in the
testing phase now. The monitoring and “voice msyistems—the latter being
able to forward voice messages—required by law, ehalso been
implemented. Using VolP through the EGB allows itntibns to achieve
significant savings since calls with both endpoinithin the EGB domain are
free of charge, and those ending outside—butdsithestic phone calls—can
only be charged as local calls.

» The Call-In system of EGB allows managing staff rhem and ICT system
administrators of government institutiotes access the network from their
homes or when working remotely using a modem connection. This system
allows those that have appropriate authorizatioradoess their workplace
mailboxes, the Internet and the services requioedsystem operation. This
system has about 450 users at present. Sincepduadtical reasons, there is
growing demand for mobile access, the preparafiensnplementing mobile
access to the EGB have been started.

 Government Portal

The number of public service-related reference amdrmation search
services increased from three (real property, com@and vehicle search) services in
2003 to 264 by 31 May 2006. The Collection of Efifex Legal Regulations

service, which has been available since Decemb@b 2nd offers access to
effective legal regulations through simple seanmirge functions for those interested,
has a large number of visitors.

Currently, there are 33 government organizatiomsgigating in the provision
of services. Besides them, the services of 26 EJarosations and 8 public service
companies can also be accessed through the Govarritoetal. In May 2006 the
services of the Government Portal were used mare 3hmillion times.

The central administration provides electronic administration interface
available on the Government Portal through the rtli€ateway, which has an
authentication function, to manage—an ever incrgasiumber of—administrative
matters electronically. The most important of thésdahe provision of electronic



access to the 20 basic services (27 in Hungaryifggek by the European Union,
which cover about 80% of the total number of adstiative matters. Apart from
those, a further 400 administration-related matterdd be managed electronically (at
different levels of electronic management) in M&p@.

The fact that appointments are also made via thernat saves time
considerably. This option was available on the Gowvent Portal in respect of every
Document Bureau in May 2006. Besides that, one laanch the management of
nearly 80 types of administrative matters in theual document bureau and make
appointments with regard to 86 different types ofument bureau matters in May
2006.

The Government Portal allows enhanced communicatetween public
administration, politics and citizens, and alsoithplementation of electronic democracy.
As part of that, regularly held online forums, wheavell-known public figures answer
guestions asked by the citizens have been verylgopthe forum service of the
Government Portal—by identifying contributors bgitmame—provides a new, direct and
modern way of expressing one’s opinion in a dentioceand well-founded manner. The
newsletter of the ‘magyarorszag.hu’ governmentgbastsent to about 40,000 users every
day.

The Government Portal (www.magyarorszag.hu) werduigh its first major
modification in 2003. It was migrated to an openoyse platform, received an
up-to-date appearance and was focused on serviegsion. Based on experiences
gained from everyday operation, the portal wasmsttacted in October 2004, and the
components facilitating the management of citizeaffairs were given emphasis in
terms of both form and content. The experienceseghduring the one year operation
of the Client Gateway and the increasing numbeele€tronically managed public
administration related matters made another stralctweconstruction of the
Government Portal necessary in July 2006, which guén more emphasis on its
service providing character

* The Client Gateway

The Client Gateway system, which has been in operation since 1 2605,
made it possible—with the most stringent adhereéoaata protection regulationge-
launch or even manage administrative (official) maers electronically requiring
authentication of the client. The number of electronically managed matters, whic
can be launched from or accessed through the GoesrinPortal via the use of the
Client Gateway has increased significantly duehmitmplementation of Act CXL of
2004 on the General Rules of Administrative Offi®aocedures and Services (Ket.),
which entered into force on 1 November 2005. By ¢nd of May 2006 more than
100,000 citizens had registered in document buréausnable themselves to use
electronic services via the Client Gateway (theiaa number on 19 June was
135,679).

Currently, the system provides access to the taxcamtribution declaration
related services of the Hungarian State Tax Auth@dAPEH), the document bureau
services of the Ministry of Interior and the adretritive services related to company
registration and the statutory register. The deweknts have been implemented in
relation to electronically accessing the most feuly used 27 public services via the
Government Portal, and ensuring access to therepérty registry through the Client
Gateway is also underway.

Although the first application of user authentioativia the Client Gateway
was the management of tax and document bureau rejattee number of other
electronically manageable matters is continuoustywvgng. In 2006 it was already



possible to submit higher education applicationm®mrelectronically and a number of
OEP (National Health Fund) services were also alkikbl Municipalities have also

started to connect to the Client Gateway usingdrt PSEC VPNSs, or connecting
directly to the EGB, thus ensuring electronic reepof local level requests and data
supply. The detailed rules for the technical speaiions of connecting to Client

gateway services are set forth in a Recommendatibrihe Interdepartmental

Conciliatory Committee for Government ICT (KIETB).

+ Government Customer Information Centre (KUK)

The Government Customer Information CenfkdJK) was established to
ensure the completion of certain tasks laid dowAdhCXL. Citizens can access this
call centre 24-hours a day by dialling the tollefreumber 189 from Hungary, or +36-
1-371-9300 from abroad, or by sending an e-mall@@@ugyfelvonal.hu. The goal of
KUK is to orient citizens and enterprises in therld@f public administration matters
in the spirit of equal opportunities. In line withat, KUK—in cooperation with the
Government Portal—strives to provide overall andfgssional information to
Hungarian citizens, organizations and to foreigr{gr€English, German and French)
as well.

Its knowledge base is founded on the effectiveustat and the case
descriptions based on them, which is continuousipddeveloped using a self-study
method relying on the questions received. Its sesvinclude making appointments,
which means that KUK administrators request an mpmpent for the client from the
appropriate public administrative (or public seegjidnstitution already completely
aware of the professional issue, which needs tesdleed. The Client Line is a
significant step forward in terms of inter-institirtal cooperation, because call centre
staff can forward calls directly to the staff memsbef the competent bureau.

KUK played an important role in receiving reporisoat bird flu cases and
forwarding them to the competent animal health miggdions, and also in answering
guestions related to the individual tax and couotidm declaration system based on
monthly data supply. They also received a sigmificaumber of questions in connection
with the baby bonds, applications to institutiofishigher education and student cards.
KUK already received more than 130,000 calls in K266.

As a result of the open, negotiated public procergnprocedure, KUK was
established and will be operated until May 2008wigsourcing.

4. Services on the Central Electronic Service 8yst

e The ‘HUsz (20) online’ Project

In relation to the eEurope 2002 Action Plan, theopean Committee issued an
announcement about electronic (online) accesett2hmost demanded public administrative
services”. The e-Government 2005 Electronic Goveminstrategy and Program Plan, laid
down three basic task systems to promote electgaviernment:

» A physical infrastructure allowing reliable electio® government operation must be

implemented.

» A uniform application and connection system (e-Gowent public utility) must be
provided for citizens, which enable them to renyotebnage their everyday matters
through a standard logical and security systena, jateviding efficient support for
these tasks.



» The basic e-government services related to theopEU2005 Action Plan must be
implemented by 31 December2005.

To have the 20 services operate at the requiked, Iseveral public utility-type

developments had to be completed in 2005, the impsirtant of which include following:

» Setting up a Client Gateway on the Government Porta

» Design and setting up of the background systertiseahstitutions concerned in terms
of the implementation of the 20 services and mbhked systems suitable to provide
those services via the Client Gateway,

» Provide access to case descriptions and downl@adahs related to service use
through the Government Portal or the specializetésys,

» Ensuring the technical conditions necessary for #lectronic payment of
administrative charges and fees (development taifl & the near future).

As a result of the efficient cooperation of the @&nment Operative Committee
(EKOB), the Government accepted a Government Demnethe current e-government
tasks for the modernization of public administraiio May 2005, which specified the four-
grade scale developed by the European Union taiaeathe level of specific electronic
public services, and the priorities applying to thplementation of electronic public
services. Furthermore, the resolution orderedrimteimentation of the listed 27 electronic
public services at the electronic service levaheefin the appendix to the resolution, at the
responsibility of those identified therein and untlee coordination of the Government
Commissioner for Government Information Technolagg the Creation of the Service-
Providing State by 31 December 2005.

At its 8 December 2005 meeting, the e-Governmener@ipe Committee
(EKOB) unanimously approved the EGC report on tegopmance of the 27 services.
Based on all this, we can establish that the 20 plitbservices (27 in Hungary), which
are the most demanded in the European electronic dmin have been implemented in
an electronic form)—at the levels required to be dgeved by 31 December 2005—and
have been connected to the www.magyarorszag.hu Gamment Portal interface. With
that achievement, the degree of the aggregateageneht of the “EU 20 services”, which
started from 46% as surveyed on 15 October 20@&ad exceeded the 80% performance
level on 15 October 2005, which means that, wigam to these indexes, by the end of
2005 Hungary reached a leading position in thenandie of EU Member States.

* Tax and Contribution Registration System Based on Mnthly Data Supply

With its Resolution, the Government authorizedEfextronic Government Centre of the
Prime Minister's Office to take the measures nergs® implement the tasks—especially to
ensure the conditions necessary for the realizafi@hectronic individual tax and contribution
declarations based on monthly data supply—includete provisions and falling within its
scope of authority.

In addition, in order to achieve that, to procueevises and the technical devices
(servers, storage equipment, active and passiwveorietools, firewalls and other products
needed for bandwidth extension) required for thelémentation of a system managing
contribution declarations and, in general, theiptcé electronic messages sent by the clients to
the authorities, by the authorities to the cliemtsl by the authorities to each other, for the
extension of the Client Gateway and GovernmentaPadpacities, to perform software
development, programming and system integratiokstaend to create a client relationship
system.

To provide means for the forwarding, receipt, se¢emporary storage (guaranteeing
proper data security with the content being adolesshly by the sender and the addressee) of
bi-directional messages encrypted as necessarngotifegmation thereof supplied with the
accessories, which meet the requirements setifotfie relevant statutes, the use of the service



ensuring that messages reach their respective sadde and the operation of the client
relationship system required for the above.

The above task was completed by employing a teghswtution also applicable in the
case of other electronic administration types dgaliith a similarly large volume of data.
Operation is ensured through using temporary storegpacity established within the
technologically restructured Central Electronicvi&er Provision System, the capacity of which
has been increased. As a result of using new tkadcelectronic services were established
through the central system, using uniform logicttmn same infrastructure, by dampening the
load peaks, and in a cost-efficient manner. Datarite is ensured by the application of the
‘double envelope’ solution. This solution proved e successful: It received more than
500,000 declarations in the first month without aigyificant problems.

e Virtual Document Bureau (XR)

The Internet Public Administration Service Provisigystem (XR) is a remarkable step
forward towards the implementation of electronienamistration managed via the Internet.
Legal and technical requirements of electronic adtnation have only been met in part, since
the implementation and use of electronic signatagebasic requirement—is only in its initial
phase in Hungary. Therefore, XR is a system sait@blimited purposes, expressly only under
the circumstances offered by present legal andiadropportunities, which allowaunching
the administration of specific matters electronically andmaking appointments with
document bureausas the first step in public administration.

Launching the administration of matters is possibider the following circumstances
Administration related to address changes and add@ds (7 different types of matters),
Administration related to private entrepreneur sgRidifferent types of matters),
Register-related administration (6 different typésnatters),

Driver’s licence administration,

Vehicle accompanying sheet administration,

Related to the administration of parking permitstfe disabled,

Vehicle administration matters (27 different typésnatters).

Apart from the types of administration listed aboa citizen can alsmake appointments
with the document bureau for matters related tio glzssports or personal ID cards.

5. Some e-Government projects with horizontal seop

The Electronic Government Centre (EGC) had alsdrituted to the development of some
e-Government projects with horizontal scope. Amadhngm it is to mention the Unified
Digital Radio Telecommunication SystefBR), the Governmental Electronic Document
Handling System KEIR) and Electronic Law Preparation SystesRreLEX).

The EGC was also responsible for co-ordinating anashitoring the implementation of the
government decree on unification of governmentdd-gites in Hungary, and was together with
others in the process of establishing a governhérftamation security centre as well as a
knowledge centre for best practices. The EGC ésitlol a software competence centre as well to
encourage Hungarian agenciesi® open source software (OSS).



