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RELATIONSHIP BETWEEN INTERNAL AND EXTERNAL PRICES 

The following statement on internal and external prices in Hungary is being 
circulated to the members of the Working Party at the request of the Hungarian 
delegation. 

The relationship between internal and external prices is one of the most 
important features of the present Hungarian economic system. This is not only due 
to the great share of foreign trade in national income, but also to the economic 
policy which aims at utilizing resources freed as a result of transition from an 
extensive method of development to an intensive one. Accordingly, economic policy is 
designed to orientate the enterprises to the competitive conditions of a normalized 
international trade. The establishment of the relation between internal and external 
prices is achieved by means of the following instruments : 

(a) foreign trade price multipliers 
(b) the customs tariff 
(c) turnover taxation system, and 
(d) State price control and price policy. 

Hungary has no convertible currency. For the purpose of export and import, a 
price multiplier has been fixed for the rouble and the dollar. The foreign trade 
price multiplier expresses the costs in the Hungarian currency - Forint - of the 
dollar and rouble respectively. The calculation of the multipliers has been made on 
the basis of average costs, taking into consideration a longer period of time. 

In Hungary the same turnover tax is paid on both domestic and imported goods. 
Turnover tax is not levied on investment goods or materials used for production. 

The price policy pursued by the Government aims to further economic development. 
At the same time, it also serves to ensure the relative stability of the consumer 
price level. This explains why fixed and maximum prices are applied primarily to 
consumer goods. The prices of investment goods are, in general, free. For materials 
used in production, the prices of only a few basic materials are fixed by the Government. 

The internal prices of the imported goods are free. The price of such goods is 
composed of the purchase price, converted into Hungarian currency by the foreign trade 
price multiplier, the customs duty and the profit margin of the enterprises. 

The Government, in its price policy, has to take into consideration conditions 
of home and foreign markets and can modify the fixed and maximum prices accordingly. 
It intends to lessen the sphere of administrative price control, and also to take 
into account, to a greater extent, international price conditions. 


