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The Transition in Economy in Central-Europe, In Hungary

In Central Europe in the 1990’s, the region experienced a socio-economic transformation, the effects of which will still be significantly felt in the years to come.

The change in political system was preceded in Hungary by a long period of economic reform. The situation in Hungary was different from those of other Central and Eastern European (CEE) countries because of more than two decades of economic reform that had preceded the changes of the regime. The farm sector, especially the agricultural producers' co‑operatives, was the main focus (or "experimental field") of the reforms dating back to the middle of the 1960s. The reforms changed the relationship between the economic organisations and the state administration and increased the autonomous decision‑making of enterprises and co‑operatives. 

The privatisation process in Hungary began at the beginning of the 1980s with the second wave of economic reforms. The state permitted, and even encouraged the existence and operation of private entrepreneurs as well as of a variety of small private economic entities. The 1981 Law on Small Co-operatives, Special Work Teams, Contractual Arrangements, and Working Partnerships (Law No. XIV of 1981) increased the array of accepted legal forms of business organisations. Legislation concerning private business activities became much more liberal, which resulted in a rapid growth of the new private sector. In this early period of the privatisation process, some state and co-operative assets were privatised: they were transformed into private economic entities or "bought out" at very low prices by the management.

The years between 1988 and 1990 were very important for the transition of the Hungarian economy towards a market economy. Regulations on „company law and „foreign investment law” and „transformation law” played important roles in this transition process and allowed the state enterprises to split into smaller entities and transform into private companies.
 

The Role of Agriculture and the Effects of Socio-economic Transformation

One of the sectors most affected by the changes of the 1990’s was the agricultural one. For example in Hungary agriculture as a percentage of GDP in 1989 surpassed 20%, during this period it declined radically. It should be added that this decline in percentage took place at a time when, in each of the Central-European countries, there were significant declines in overall production. The tendency of the change was for a significant drop in the period following transformation, followed by a slight increase which has still not equaled production levels of the last of the cold war years, 1989. Here, Poland can be considered an exception, in that its socio-economic and agricultural changes began in the beginning of the 1980’s, when it experienced the same drop in production. In this way, Poland’s agriculture did not follow the path of other regional economies

The most significant aspect of the transformation was the change in ownership. Nowadays it is characterized in the countries evaluated that after privatisation and reprivatisation most of agricultural land came to private hand, and high number of producers work on small farms, most of them couldn’t play there part well in crop production.

In the present and in the future small- and medium-sized producers gained a role in agricultural production in a system based on private property. For the countries evaluated it’s a great challenge of the future to establish such farm structure with the help of which they could be a real factor of economy and agriculture in Europe. To this it is necessary to develop agri-financing systems.

Given that in the majority of EU member states in the last ten years, a tendency toward concentration of farming has been growing stronger, this can be expected to manifest itself in the evaluated countries as well.

As the transformation of agriculture has not yet concluded, there are many tasks to organise agriculture, to keep agriculture’s role in the economy.

It was characteristic of these countries that in the period preceding the change in systems, with the exception of the Polish and Romanian economies, despite seemingly acceptable levels of economic production, each country was in reality faced with serious economic hardships. In each country in the region, to varying but consistently significant degrees, agriculture represents a major employer and producer, accounting for a weighty share of GDP. In certain countries (among them, Hungary) the percentage of agricultural exports surpassed GDP-share levels of that even of non-COMECON
 countries.

Economic Changes During the Transition Period

The transition in Hungary was accompanied by marked declines in output and income, increasing inflation and financial unbalances and expanding unemployment. 

During the last decade the conventional socialist planned economy was transformed into a market economy in Hungary; causing significant social changes. Due to these changes the country continues to face a lot of challenges. The most important changes were the decrease of GDP, the increase of unemployment rate and the relatively high yearly inflation rate especially between 1987-1997. At the end of nineties, the state budget deficit has decreased, mainly because of the strict economic and political arrangements taken by the government in 1996. Unfortunately, due to these arrangements the state support level for the agricultural sector was reduced again.

Table I. Economic indicators in Hungary during the transition period
Year
Unemploy​ment rate, %
Yearly inflation rate, % 
HUF/ US$
State budget deficit, %
Real GDP growth, %

1989
0.3
17.0
59.10
0.2
0.7

1990
0.5
28.9
63.20
0.3
-3.5

1991
2.2
35.0
74.81
3.0
-11.9

1992
9.0
23.0
79.00
7.2
-3.1

1993
15.1
22.5
92.03
6.6
-0.6

1994
15.2
18.8
105.13
8.4
2.9

1995
12.7
28.2
125.69
6.4
1.5

1996
12.0
23.6
152.57
3.0
1.3

1997
11.7
18.3
186.75
4.8
4.6

1998
11.1
14.3
214.45
4.7
5.1

1998/1989, %
...
667.4
362.8
...
96.3

Source: Hungarian Statistical Yearbooks.

The agriculture and the horticulture always played important roles in Hungarian economic life. To emphasize the role of agriculture it is necessary to mention, that the share of the branches of agricultural industry - agriculture, food industry, sylviculture – in GDP was more than 20% in the 80’s. This rate has decreased in recent years. The share was 14.2% in 1991, 11.6% in 1995 and 8.2% in 1998, respective. The decrease of the share of agricultural industry occurred as the GDP value of the whole country decreased. The share of agriculture in GDP in the EU countries is 2.5% and shows a declining tendency - just like in the United States.

In comparison to countries, with developed economy, agriculture in Hungary still has a high employment rate. The rate of the employees of agriculture and sylviculture was 10.1% in 1993. (Including the employees of food industry this rate was 14.5%). At the same time, the rate was 5.7% in the EU. These facts describe well the present situation of the country and the role of this sector (Table II.).

According to these data, we concluded that this sector has a very important role in the economy of Hungary as in the other Central-European countries. Additionally agriculture plays an important role in the development of the countryside and in the prevention of the out migration.

Agriculture was one of the most important sectors of the Hungarian national economy in the seventies and eighties. Profits produced by agriculture had been transferred away from this sector from the eighties. Due to this process the money required for research, development and improvement of agricultural technology had been scarce. In comparison to countries with developed economy, the Producer Subsidy Equivalent in Hungary was much more lower than in the EU countries or in the U.S.A.

Between the 1987-1989 period and 1995, overall agricultural output declined by about 29 percent, with most of that decline taking place in 1993. Since then, however, production has stagnated. Some recovery can be observed in the case of plant production since the low point of 1993, but the performance of animal husbandry is practically at the level of 1993. Hungary’s livestock sector declined drastically in the early years of the transition. Inventories of all species declined by 30 to 50 percent between 1990 and 1995. Pig numbers have begun picking up in 1996 and 1998. Within the poultry sector, chicken numbers have been flat but there has been an increase in turkeys. Generally the results in plant production did not suffer such high decrease, but in horticulture the decrease of production was high enough, especially in fruit production. The production in vegetables kept its former position, due to the fact that more than half of the vegetables were produced on household farming plots before the transition.

table II. area and average yield of different plant in Hungary.


Average of years 1986-90 
1998


Area
Average yield
Area
Average yield


1,000 hectares
ton/hectare
1,000 hectares
ton/hectare

Cereals
2812
4.97
2835
4.59

- winter wheat
1272
4.88
1182
4.14

- barley
260
4.18
369
3.54

- corn
1106
5.63
1023
5.95

Sugar beet
118
38.40
80
41.96

Sunflower
367
2.03
427
1.68

Canola
53
1.93
52
1.4

Soybean
44
1.77
24
2.09

Potato
45
17.74
53
18.85

Seed pea
114
2.52
54
2.43

Corn for silage
281
20.74
145
26.00

Fodder plants
72
9.94
21
9.10

Alfalfa hay
301
5.24
221
5.09

Vegetables
106

109


Fruits
96 

96


Grapevine
143 

99
6.58

Source: Central Statistical Office, Hungary, 1985-1999.

The percentage of agricultural products in the total export was 10.5 percent in 1998. The balance of agricultural export-import was positive in 1998, where exports exceeded imports by HUF 314.7 billion (US$1.5 billion). This means that even with lower production, Hungary has maintained its position as a net agricultural exporter, since domestic demand fell at least as much as production. The largest exports in terms of value are livestock products (mainly pork and poultry), vegetable and fruit and cereals production. Hungary also exports live pigs and cattle, and other exports include dairy products and eggs, sugar and honey and sunflower seed. The largest category of agricultural imports is foodstuffs (protein) for animals. One of Hungary’s main problem that the former markets structure disappeared (with the collapse of Council for Mutual Economic Assistance), the successor states are insolvent. All participants of producing and processing must meet the EU and developed countries’ quality requirements.

As everywhere in the developed countries, agriculture is more than one sector of the economy. It has an important role in the development of the countryside and in the prevention of the out migration. To keep its role in these activities agriculture needs governmental subsidies.

The PSE shows there has been no budgetary resources for the agricultural transformation (Chart 1.). The farm sector paid a high price for the stabilization of the economy. The process towards stabilization in Hungary has been drastic, painful but successful.

Chart 1: Producer Subsidy Equivalent of EU countries, U.S.A. and Hungary (in %)
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Source: Laczó, F. The Impact of Structural Adjustment Programs on Family Farms in Central and Eastern Europe. Budapest, 20-23, January, 2000. 

Some Characteristic features of Hungary

Hungary’s position is unique in Central-Europe. However, it must be emphasized that Hungary differed from other countries of the region: The following sections try to describe it.

As a result of the socio-economic transformation, Hungary has changed its farm structure and size. Before transformation, employment of an American-style (based on large-sizes and the use of highly productive machinery) cooperative system and state farming system, supplemented by home production, produced impressive results. In the areas of production and yields, Hungary achieved great successes in the 1980’s (Table II.). Efficiency was characteristic of the system, which for many years was the major bread-winner for the national economy.

The transformation of production collectives concomitant with privatization by re-compensation and the returning of agricultural land and machinery to private hands began in the early 1990’s. From the once close to 1350 production collectives and 130 state farms liquidated and divided between private owners, there arose a structure of small farm ownership that is mainly involved in cash-crop production. Besides these should be included those termed as “forced farmers,” who, having lost employment but gained land, turned to farming as a livelihood. It means, that after the political change, the former owners who had retained their titles were able to get their land back directly, unless it was no longer available as agricultural land, in which case they could receive a comparable parcel.
[image: image1.png]



Regarding the enterprise restructuring, the state farms and other state enterprises were converted to shareholding companies, and their shares were offered for sale. Co-operative farms had to transform either into a shareholding company or into a co-operative in accordance with the new co-operative law, which stated that members had the right to re-elect the management and to withdraw assets for a short period (members did not even know about this possibility).

Table III. The number of officially recorded operating agricultural businesses in Hungary

Farm type
1995
1996

Incorp. agri-enterprises
3378
4008

   -Ltd liability Cooperative
3185
3805

   -Joint-Stock Company
179
191

Collective
1965
1930

Misc. incorp. enterprises
389
663

Collective to be liquid.
33
29

Total incorp. businesses
5675
6630

Unincorp. businesses
2274
2876

   - joint ventures
91
103

   - security ventures
2183
2773

Misc. unincorp. businesses
2
3

Suspended company forms
136
130

Total unincorp. businesses
2412
3009

Total coop. enterprises
8177
9639

Various businesses
18,288
22,682

Total businesses
26,465
32,231

Total agri-prod. (1998 data)


950,000

Source: Central Statistical Office, Hungary, 1995-1996.

After 1989, the large-scale farm structure disappeared. The fields and the means of production were privatized either through the compensation or privatization programs. The number of producers increased (Table III). This process caused uncertainty recording ownership and prevented farmers from thinking and planning in advance.

After the privatisation 3,500,000 land owners were registered in 1994. At the same time the population of the country was 10,100,000. Close to 1,500,000 people dealt with some kind of agricultural production. This high number includes also people who cultivated their own gardens around the house and the hobby-gardeners that do not contribute (statistically) to the production and measured by the GDP. So-called “farm-sized households” declined significantly with the transformation, while the amount of land used by them increased greatly (cultivated land by some 33%). As a result of privatization, some 95% of land came into private hands. The old and new owners rent out either their inherited lands or part of their lands to transformed collectives, farm businesses or the small but growing number of family farms.

Unfortunately as a result of these processes described above, the average size of fields is very small (Table IV.). In 1993 it was 15.1 ha, while in 1998 it was 18.7 ha. In fruit production the subdivided private plots are typically 0.8 hectare per owner. The size of most plots does not reach the minimum needed to ensure a suitable sustenance for the whole family. This is one of the reasons why most of the new owners do not cultivate their fields. Also they do not have enough capital, adequate knowledge and sufficient time to successfully produce fruits or vegetables.

Table IV. Farm size distribution, 1998

Farm size

(hectares)
Total cultivated

land, 1000 ha
Total cultivated

land,
%

< 0.2 
147
1,8

0.2-1.0 
324
4,0

1-10 
1 779
22,1

10-50 
1285
16,0

50-100 
427
5,3

100-200
450
5,6

200-500 
161
2,0

500-1 000 
337
4,2

1 000-2 000 
752
9,3

> 2 000 
2 381
29,6

Source: Calculation by Report on the Situation of Agriculture in 1998. Ministry of Agriculture and Regional Development, Budapest, 1999
The transformation of the agricultural sector and ownership transfer took a couple of years. Unfortunately, these processes have not been finished yet. Because of this delays previous owners are not interested in production any more, and while new owners still are not interested either in the application of the up-to-date technologies, cultivation, or in planting new orchards. The modernization of technologies and modification of variety structure have not occurred.

During the last decade, the input and output prices have been moved away, the ratio between prices of agricultural and industrial products have became great. It is one of the reasons why agriculture has low profitability and it caused many difficulties in the sector (Table V.).

In spite of these facts, it is expected that a growth in the number of family farms will be seen, as will a strengthening of their role in cash-crop production in Hungary in the near future. The institutional support system for farming is now in the developmental stage, but cannot at present completely fulfil its role, and the agricultural institutional system itself is being pressed to develop. Hungarian farm structure will also depend in the future on a more receptive legal climate to land sales, which is not now a reality in Hungarian agriculture (farm businesses and foreigners cannot at present purchase land in agricultural use, and private persons cannot own more than 300 ha).

Table V. The tendency of inputs’ and outputs’ parity

Year
Input price index
Output price index
Parity


%
%
%

1990
145.5
128.5
113.3

1991
192.9
127.3
151.5

1992
208.3
138.3
150.7

1993
250.0
163.8
152.6

1994
295.2
204.6
144.2

1995
365.1
260.1
140.4

1996
511.8
334.0
153.2

1997
589.0
378.9
155.4

1998
624.4
395.0
158.1

Source: Central Statistical Office, Hungary, 1985-1999.

In the Hungarian agriculture and horticulture there will be a great task to establish those farms, which will be able to meet the EU requirements both in the field of production, profitability, and in using high level of technology. It is necessary to establish viable crop producer farms, and it’s useful to determine their minimum-size needed to ensure a suitable sustenance for a whole family. The data in table VI. show what great difference is between Hungary and the EU countries.
It must be emphasized the followings: 

· Hungarian agricultural is characterized by economic difficulties, in which the lack of capital and resources is characteristic. The domestic consumption closely correlates with the standard of living. Because of income redistribution and competition, the domestic per capita consumption of agricultural products has decreased significantly during the last decade.

· The size of the area suitable for agricultural cultivation is 54.1%. The 7-8% of the total cultivated area is under horticultural crops, i.e. vegetables like tomato, onion, fruits like apple, peach and so on (350-400 000 hectares).

· Hungary has suitable agro-ecological conditions for production of the temperate zone fruits. The combination of Continental, Mediterranean and Atlantic climates, the duration of solar radiation (1800-2200 hours), the good soils and the southern exposure of the mountain slopes enable the production of excellent quality and great tasting fruits. Due to these favorable environmental conditions more than 20 temperate fruit species can be produced in Hungary.

· As the country is located between the 45.7 – 48.5 degrees of northern latitude, it has a temperate, mainly dry and continental climate. These climatic conditions allow the production of a wide variety plant species. These are comparative advantages.

Table VI. The minimum needed available size of agricultural enterprises in EU countries and in Hungary

Country
Value of property (approximately)
The minimum needed size to profitability



Land
Minimum needed value of property


USD/hectare
Hectare
Thousand USD

Germany
81,850
25
2,046

Netherlands
87,200
20
1,744

Belgium1
49,000
25
1,225

Italy
46,800
20
936

Denmark
36,250
20
725

England
18,700
20
374

France
14,700
25
368

Ireland
17,400
20
348

Spain2
28,600
10
286

Greece2
34,900
8
279

Finland
10,050
25
251

Portugal
20,000
5
100

Hungary
4,650
25
116

Source: Kovács, J. – Romány, P.: The migration of agricultural population during the EU accession. Hungarian Academy of Sciences. Department of Agricultural Sciences. Budapest, 1999. 42 p.

· The role of agriculture in the country’s employment rate is high and will keep it in the next future as well, regarding the development of country side and the prevention of out migration.

· Agriculture always had political aspects in Hungary, the politics focused on question of land, ownership and land use. It is said, that “everybody is expert of agriculture” in Hungary. It is connected with the fact more than 1.500.000 people (approximately 15% of habitants) deal with some kind of agricultural production.

Before the economic and social changes the large-scale farming was the typical way of farming in Hungary. Prior to 1990, Hungarian agriculture was dominated by producers' co-operatives, (which farmed 70 percent of the land and covered an average area of 4 200 hectares) and state farms (which farmed 12 percent of the land and averaged 7 100 hectares in size). A great number of these large enterprises with non-performing bank debt and high operating losses existed. They faced with serious financial problems, which has caused financial problems for the follower organizations.

In spite of the facts described above, for example more than one-third of the horticultural products was produced on household farming plots
 during the socialist era. The reason of this type of production was the integration of the large-scale farms, which assured the safety of the supply and sale activities of the producers. Large-scale farms often provided financing of the production. 

After joining the European Union the role of the horticulture in Hungary can significantly increase. But this success can be realized only when all the participants of the production and processing are able to fill the requirements of the changing markets by supplying high quality products. Such products must be marketable both on domestic and international markets and must satisfy even the strictest quality requirements.

Challenges and Problems Faced by the Horticulture in Hungary

The following sections try to describe factors that promoted the rise difficulties in the Hungarian horticulture:

· Changes of the social and financial structure and land ownership. After 1989, the large-scale farm structure in Hungary disappeared. The fields and the means of production were privatized either through the compensation or privatization programs. The number of producers increased (more than 1.500.000 people). This process caused uncertainty recording ownership and prevented farmers from thinking and planning in advance.

· Fragmentation of land holdings. The small average size of fields (15.1 ha in 1993, 18.7 ha in 1998, which means 0.8 ha in fruit production) does not reach the minimum needed to ensure a suitable sustenance for the whole family, the viable size. This is one of the reasons why most of the new owners do not cultivate their fields. Also they do not have enough capital, adequate knowledge and sufficient time to successfully produce fruits or vegetables.

· Disintegration of former integration systems, lack of Producers’ Merchandising Organizations. Earlier the production of household farms in Hungary was dependent on large-scale farms. This way of production disappeared in the fruit growing sector, too. The producers lost their network that helped them to purchase inputs and chemicals and provided professional and technical assistance in pesticide application. Large farms even purchased and sold the products, and participated in post harvest handling and in fruit processing.

· Backwardness of orchard rotations. Due to the uncertain ownership and the lack of capital, the plantation of new orchards had not taken place for along time. The healthy orchard rotation in the whole sector did not take place. The re-planting of orchards was a planned process in the 1980s. However, at the beginning of the 1990s less than 1,000 hectares per year were re-planted. Given the total area of the fruit orchards (90,000 hectares) the limited new plantings will cause serious problems in the future. About two-thirds of the orchards are aged and obsolete.
· Unsuitable Species and Varieties Composition. An important problem of the Hungarian fruit production is that the composition of species and varieties in orchards is not able to meet the requirements of the 21st century. The share of apples among the fruit species is too high (more than 50%). This fruit will probably keep its leading position also in the near future. The changes in variety structure did not follow the changes of the consumption habits, so principally the export possibilities have tightened. The features of the present apple variety structure are: the variety Jonathan is predominant (50%), and the quality of the fruit is poor (2/3 of the yield is suitable only for pulp production). Additionally, the number of new, modern orchards is low, and the average national yield is also very low (14.1 tons/ha). More than 2/3 of the apple orchards is older than 20 years. Only a small portion of the present orchards is suitable for changing to integrated production technology and producing fruits are able to meet the expected quality requirements.
· Lack of Capital and Financial Sources. The lack of capital and financial sources is typical of the whole agricultural sector. Due to this fact the required plantations haven’t occurred, the utilization of the investments is low which is often combined with the lack of expertise and with technological insubordination. These problems can cause lower yield levels, uncertainties of yield quantities and lower profitability for the producers.
· Insufficient Irrigation. At this moment ten percent to fifteen percent of orchards can be irrigated. This rate is very low given climatic conditions in Hungary, characterized by erratic precipitation dispersion and limited precipitation, in each producing region. High quality fruits and high yields demanding water, can be produced only with irrigation.
· Insufficiencies in Post-Harvest Processes. One of the most important problems of the Hungarian fruit production is the lack of processes “post harvest”. This can be explained by the lack of capital and financing. The background organizations that could arrange these processes haven’t been formed yet. Currently, the majority of producers in Hungary do not have suitable capacity of storage-cooling facilities. The total size of the present storage facilities is 270,000 tons, 150,000 tons of them are in a good technical condition. For example, in 1998, only 28,000 tons of apples were stored in these facilities (Table IV). It means that only 1/10 of the winter apple crop was stored in these facilities. Because of that a high amount of imported apples appears on the market in early spring every year. The prices of imported apples are very high, and some consumers are not able to pay them.
· Changes of requirements of horticultural products. The decline of the high quality fruit production started before the political and economic reforms. The simplicity of the domestic and the East-European market with its “quantity” attitude made the Hungarian fruit producers complacent. Growers did not pay attention to quality improvement. Most serious is backwardness in the supply chain from harvest to processing, storage and sales. A characteristic feature of the Hungarian fruit production is that the tree ripened fruit has excellent quality parameters. But due to the negligence at harvest systems, limited assortment, obsolete storage, insufficient development of the cooling-systems, the poor quality of the packing and, often, the unsuitable road conditions bad quality fruits (below any official quality grades) are sold on the markets. Taking into consideration the shipping costs, the potential markets for the Hungarian fruits can be the EU countries. These markets mean a serious quality demand. In the next future the –Hungarian producers will face with the high quality requirements, so they can not avoid the acceptance of the laws and standards. For example, they will be forced to apply the quality assurance systems. The present quality assurance system of the EU is based on the ISO 9000 (EN 29000) standard series.

· Changes of Sales Channels. Because of the land partition, small producers suffer from serious sales difficulties. The expansion of huge super- and hipermarkets has been continuing also in Hungary. The participation of these department store chains in the fruit and vegetable marketing is continuously increasing (the participation in the 1980s was 3-4%, but in 1998 it was 17%). Buyers want contract only with suppliers who are able to deliver products in large quantity, of homogeneous quality, and attractive wrapping. Large buyers also want to plan the delivered quantity of the product in advance. Unfortunately, most of the Hungarian producers are not able to individually meet these requirements. It must me emphasized that the Hungarian producers have to face this challenge now when these requirements have already been generally accepted by the producers in the EU countries or in the U.S.A. The organization of the producers’ market activities is missing. Yet it can be accomplished by founding co-operatives, based on direct interest connections, market connections and up-to-date product lines.
· Low Profitability. Due to low yields, the low level of investment and the delayed new plantings profits differ from season to season – but generally remain low. From the economic point of view, the low volume and the unsuitable quality cause this limited ability to produce profits. One of the unsuitable effect of the economical and social changes was the lack of organization of product disposal. The subdivided producer circle is able to sell its products only with difficulties and at a lower price, justified by the production costs. Due to the fragmentation of sales and to the inconsistent product quality the fruits can not be exported either.
· Lack of Marketing, Market Research and Information Systems. Currently the information systems that could serve the producers, traders and ultimate consumers regarding horticultural products (and the whole agricultural sector) are unfortunately missing.
· Domestic Fruit Consumption. The domestic fruit consumption closely correlates with the standard of living. Because of income redistribution and competition, the domestic per capita fruit consumption has decreased 50 kg during the last decade.
Seeking the Way Out

1. Cooling and Storage Capacity

The improvement of the storage capacity through vertical integration of horticultural producers and marketers will ensure a safeness in sales of the fruit products. 

Because of the lack of funds and access to credits, producers can not construct new facilities on their own. Besides the creation of the producers’ sales organizations government subsidies of such projects will be required. A good solution would be the building of cold storage houses by the co-operation of some producers. International examples support this solution because the cold storage warehouses are owned by the producers’ marketing coops.

2. Purchase-sales Co-operatives

A marketing co-operative offers an alternative entry to the fruit market (3(. These organizations have not become common in Hungary yet. Their foundation is impeded by producers fears of co-operation, the forced (of habit) cooperation during the last decade, and it has some political aspects. However, these kinds of regional co-operation could consolidate family farms, and integrate individual producers in order help them meet the demands of the next decade.

· Marketing coops can promote sales and spread the integrated fruit production method.

· By putting in practice the basic principles of the co-operatives the Producers’ Sales Co-operatives can contribute to individual success of the co-op members. The co-ops can also reduce the out-migration of the population from the region.

· They can be the “cementing forces” of each region.

· After joining the EU, they can channel different subsidies. However, the type and amount of EU subsidies has not been clarified yet.

· Under specified conditions the Producers’ Sales Co-operatives can take part in the technology developments, investment and financing of production. 

In addition, the Producers’ Sales Co-operatives can manage production, purchase inputs and provide post harvest services for the members. Their activities can cover sales and marketing processes. At present only services, connected with the production are used by the farmers. 

3. Post Harvest

The revenues and the profitability of apple production can be increased not only by storing fruit, but also by the “post harvest” handling such as fruit grading, wrapping. These activities have become preconditions for the fruit sales and fruit export. Additional pressures are the increasing quality demands of the domestic market and the strict quality requirements of the huge store chains, e.g. uniform quality.

4.Technologies that are Suitable for Special Targets

The strict separation of apples for fresh consumption or processing is required. The demand of the domestic fruit processing plants calls for 350,-400,000 tons per year. This amount could be successfully produced if the production technology and the level of investments were adequate. New varieties are also required. They should be highly productive (40 t/ha), have an with excellent taste and quality (high sugar- and acid content), and they should be resistant to diseases (e.g. scabiosity). The dehydration of apples can also be purchased as another form of processing.

5. Changing Varieties

Changing of the variety structure should emphasize the varieties suitable for fresh consumption or processing, because they have to be able to meet the changed market requirements. The “autumn apple varieties” are very rare, and their introduction is important. 

For Hungary there will be a great task to keep the leading role of horticulture in the next decade. Considering the country’s intention to join the EU, it is necessary to strengthen the producers’ position and market activity. As soon as possible it should be established those participants of processing and marketing processes, who are able to help the individual producers to produce high, homogeneous quality of products, in large quantity, with good post-harvest handling. The producers could reach their goals - to be profitable - only if they are integrated, and they could fill the market requirements.

Summary, recommendations
Agriculture and horticulture will remain important within the Hungarian economy despite the fact that its proportion decreased in the past decade. The significance of the sector is increased by the large proportion of those employed in agriculture (8.1 % in 1999), any the role it plays in rural development and in the conservancy of the population.

In developed market economies the ownership and use of land is increasingly segregated, the land leasing system came to the front. A similar process should pass off in Hungary too, which helps to concentrate the use of land. The average farm size (18 ha, 0.8 ha in case of horticultural farms) cannot meet neither the quality, nor the quantity expectations, and does not create the condition necessary for profitable production.

Concentration of land should happen, and real land leasing system should be formed as soon as possible.

Production organisations and marketing co-operatives must be made that create the frame of operation by not only the representation of the interests of producers, but promotion of marketing and market intercourse.
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� These three laws are: on Business Societies, Associations, Companies, and Ventures ("Company Law") Law No. XXIV of 1988; on Foreign Investments in Hungary ("Foreign Investment Law") Law No. XIII of 1989 and the Law on the Transformation of Economic Organisations and Business Associations ("Transformation Law").


� COMECON = Council for Mutual Economic Aid


� Total agricultural production in Hungary is deduced from total personal tax figures, which include those who deal with agricultural production under a production license, who cultivate, on their own land with their own tools and who, with some degree of regularity, sell some or all of their produce. For these individuals, there exist countless write-offs, including a provision under which, in cases of income up to 250,000 HUF, there is not need for official accounting; that is, it does not fall under taxable income, as well as another under which the producer receives a write-off of up to 100,000 HUF when employee expenses total around 150,000 HUF.


1 arable land


2 irrigated arable land


�The household farming used to be a special Hungarian way of agricultural production. Its substance: based on the background, knowledge, equipment, information system and market connections of the large-scale farms (co-operatives) individual producers cultivated fields of the co-operatives on their own (the fields were handed over to the members of the co-operatives for cultivation). 
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