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1. THE OBJECTIVES OF THE RESEARCH

The European Union considers the controlled orgéamicing as one of the clue fields of the
secure and environmental friendly food productiod Aandles its development in a highlighted
way. The reason chiefly is that the organic farmihge to its principles and legal background
meet considerably the up-to-date environmentaklrdevelopment, animal welfare and food

safety expectations.

The aim of developing organic farming has alreadgrbset since the beginning of the 1990’ies
in Hungary. Based on the data in the New HungaryaRDevelopment Strategic Plan, the

ministry wishes to raise the area of controlledaoig farming to 300 thousand hectares by the
year 2013. Because of the decrease of productzmasid the number of farmers having been
noticed since 2004, the little hope for reaching ¢bt aim seems to fall to the ground. At present
1200 farmers, mainly private farmers carry out oalled organic farming on an agricultural land

of just 120 thousand hectares. The withdrawal endbvelopment of the enterprise is explained

by presumably the present subsidy system as waillié¢he production and market problems.

The subsidy system of organic farming works witthie frame of the agri-environmental farming
(AEF) measures. The AEF measures have two gendialctives. First, it concerns the
development of the environmentally conscious prtidadbehavior; second, it wishes to help in

the economic viability for participants in the pram.

The development of the environmentally consciousdpction behavior is justified by the fact
that the regulation of agri-environment and solitisgasks may only be effective at national and
regional levels if the decrease of environmentatibn realizes at a local level that is in decisions
of agricultural producers relating to farming. Tle@vironmentally conscious behavior of
agricultural producers, however, is significanthfluenced by the agri-environmental farming
measures mainly by keeping laws and directionsptitential subsidies urge the appearance of
the environmentally consciousness in producers’isg®ts. The environmentally conscious
behavior may only be expected if the farmer camycaut his producing activity in case of

adequate profit and financial security.

Though the relevant literature dealing with orgafaoming is rather abundant, there is little
information on the fact that in what ratio the aoh the AEF subsidy system realizes in
accordance with organic farming. According to mgyous knowledge relating to the relevant
literature, the determination of the environmemtaibnscious production (farming) behavior is

incomplete; at the same time in order to measueebidhavior on the basis of primer data



gathering it is essential to define the subjedhefinvestigation. According to all these, the main

objectives of my dissertation are the followings:

1. Defining the concept of environmentally consciousdoiction (farming) behavior on the
basis of relevant literature relating to environtaéiy consciousness and environmentally

conscious behavior.

2. According to a questionnaire-based survey done gnpoivate farmers in Hajdu-Bihar
county, comparing the environmentally consciousdpobion behaviors of organic
farmers and farmers being not involved in orgaaroiing especially focusing on the role
of agri-environmental farming subsidies in the eowimentally conscious production

behavior.

3. Determining the long-term economic viability of argc farming at different subsidy
levels by the help of a farm economic model basea @roducers’ survey carried out
among private farmers around Hortobagy.



2. PRELIMINARIES AND THE UTILIZED METHODS

| review the preliminaries and the utilized methofithe examinations in the structure of the

main objectives.

2.1. Defining the Concept of Environmentally Conscius Production (Farming) Behavior

In order to realize the first objective, | reviewdte relevant literature in connection with
environmentally conscious behavior. After analyzgagirces in agri-sociological, psychological,
marketing and business technical journals mostfgiieign language, | formulated the concept of
environmentally conscious farming behavior in adtietic approach and defined its variables
being relevant from the aspect of my investigatibaring literature overview, | studied the
major steps of developing agricultural producingw; the elements of the conception of organic

farming, and the market features of this farmindghué in the European Union and Hungary.
2.2. Investigating the Environmentally conscious Produdbn Behavior

In accordance with the second objective, | carwedl a questionnaire-based survey among
private farms dealing with agricultural productiom Hajdd-Bihar county.According to my
hypothesis relating to my survey, the environmeiyatonscious production behavior of
organic farmers is at a higher level than that oboventional farmers thank to the principles
and conception of organic farming; furthermore theffects of the participation in agri-
environmental programs on the producers’ environmtahly conscious production behavior

may be calculated

By the investigation | wished to measure not bdlsidhe knowledge of farmers on laws in
connection with agri-environment and observing thmihl looked for the answer that what role
the environmentally consciousness plays in farmimgivities less concerned by agri-
environmental measures. For this sake | examinedatticultural producers’ environmentally
conscious behavior in the field of waste managerasrecause of lack of direct payméntisis
activity relating to the production reflects weietenvironmental values and behavior of farmers,
moreover the rules of handling wastes of agricaltorigin does not differ between organic and

conventional farmers.

| considered the basic population in the survethasprivate farmers using land area of Hajdu-

Bihar county. From the available features of theidpaopulation, the use of land area seemed to

1 At the time of the survey (2006), in 2007, howeveayments are available for costs incurring during
neutralizing by-products of animal origin, whichuisiformly 8 HUF per kilogram (MK, 2007).
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be the most obvious feature in order to realizeesgntative conditions. Basing on the relevant
data of the Hungarian Central Statistical Offic&E0O) within the probability sampling method |

used stratified random sampling method. | set lament number of the sample in 100 farms.

Based on the relevant overviewed literature andraatg to the objectives, the necessary
measurable variables were determined. My investigatrelated to the followings:

— environmental knowledge,

— environmental attitudes,

— environmental responsibility,

— sensed efficiency,

— demographical (school, living place, age) charésties,

— economic (participation in agri-environmental fangiiprograms, participation in

organic farming, farm size) factors as well as

— environmental behavior (waste management).

By combining the quantitative and qualitative methé used closed ended and open ended
guestions as well. Within closed questions, acogpglito its changing feature, | formulated two
and multiple choice questions (dichotomous andrrtéve questions), three- and five-level
Likert scales and qualifying scale and as a contionaf scaling and alternative questions | set

rank-order questions.

By coding the data in the survey, the databasewaked out and processed by the program
Microsoft SPSS 13.0 for Windows. During the detdilstatistical analysis on the basis of
demographic and economic features | segmentedatimple and determined the differences of

the variables even in case of the sub-samples.

Beside the descriptive statistical methods | cdroat statistical tests being in accordance with
the objectives and the level of measurement ofviréables. To investigate the difference of
ordinal measurement of independent variables noanpeiric methods were used (such as
Kruskal-Wallis, Mann-Whitney and Wilcoxon tejtso compare frequencies Chiest was
carried out. To investigate connections of variab&pearman’s correlation analysis and
analysis of variance (ANOVA and Tukey tests) weomal The reliability of the statistical

analysis was accepted at a probability level of(B%5%).



2.3. Investigating the Long-term Viability of Organic Farming

In accordance with the third objective, | analytee profitability of an organic farm of a typical
size and activity in the region of Hortobagy atfeliént subsidy levels by the help of farm
economic modeling based on the farmers’ surveys Tas compared to the minimal profit

requirement, which is necessary from the aspelcngf-term economic viability.

On the basis of the starting hypothesis of the exaation, the subsidies of AEF aiming at
organic farming have an outstanding role in the ditability of organic farming, without these

the organic farming cannot be considered as vialide a long run from economic aspects.

During my analytic work the agricultural producerituwas considered as viable for a long run
from economic aspects which annual profit from pi@dg activity covers at least the wages of
the entrepreneur calculated by minimal wage, th@talaneed of the invested asgetsand the

annual development costs of the enterprise catdiiata minimal way.

During sampling private farms dealing with orgaarable plant production on grassland solonetz
soil and with animal keeping were considered ascbpepulation. Based on professional
considerations, | selected four farms of them wipobduction standard is accepted by experts,
and may be regarded as converted farms on thedddasis rules of organic farming and regularly
carry out developments relating to their produciacfivity. The gathered producing and
technological data were analyzed in a detailed aray were constructed into the features of the
model farm. The size of the modeled private farnéGshectares, from which 40 hectares are
arable land, 20 hectares are grass land and timeréants half of its agricultural land according to
my data gathering. The most frequent plants typicaHortobagy are cultivated on the arable
land, and Hungarian merinos (50 ewes) are kephemtassland in accordance with the rules of
organic farming. The evaluation of the input-outpl#ta of the model farm based on data

gathering happened on prices valid for the yea720@l being typical to the region.

During the investigation the subsidy levels dethileTable 1 were taken into consideration. The
entittement conditions incurring at the differenbsidy levels were calculated according to the

relevant laws similar to the ratio of subsidies agldting to the year 2007.

2 This is regarded as a normal profit in the exationa
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Table 1: Denomination and Ratio of Subsidies in the Model fsions

Subsidy levels
Payments Unit Without | +SAPSand 3 +LFA and
subsidy Top-Up HEAA +AEF AEF

SAPS HUF/ha 0,0 25582,5 25582,5] 25582,5 255825
National Top-Up:
Land HUF/ha 0,0 11541, 11541,6) 11541,6{ 11541,6
. 4 HUF/
Livestock animal 0,0 1600,0 1600,0 1600,0 1600,0
LFA:
Land® HUF/ha 0,0 0,0 19380,8 0,0/ 19380,8
. HUF/
Livestock animal 0,0 0,0 1200,0 0,0 1200,0
AEF:
Organic arable
plant production HUF/ha 0,0 0,0 0,0 31553,2| 31553,2
scheme
Organic grassland
farming scheme HUF/ha 0,0 0,0 0,0 14789,7 14789,7
Source: Own construction

The profit conditions of the model farm were exaednn the whole period of the crop rotation
(Table 2), altogether during a period of seven years. Bethé cost, yield and profit conditions
of certain enterprises resulted from the given phaog structure, the production value, cost and
profit of the main enterprises were analyzed iretaidbd way at the examined subsidy levels. The
generating farm outcome (gross profit) was evatlftem the aspect of the criteria of long-term
economic viability determining the annual minimabfit requirement of the model farm. The
efficiency indicators being important for farmingke calculated and evaluated on every subsidy

level, relating to the main enterprises and towhele farm.

Table 2: Crop Rotations and Annual Cropping Structures in the Model
Parcels (4x10 ha)
vears 1 2. 3, 4.
1. Sunflower Alfalfa Winter wheat Pea
2. Pea Alfalfa Mustard Winter wheat
3. Winter wheat Alfalfa Oat Mustard
4, Mustard Alfalfa Pea Oat
5. Oat Sunflower Spelt Pea
6. Pea Spring barley Sunflower Spelt
7. Spelt Spelt Pea Sunflower
Source: Construction based on own data gathering

% Compensation payments for less-favoured areas

*In case of subsidies built in every model, sulesidioncerning sheep relate to ewes.

® The size of the model farm is 60 hectares, thutherbasis of the 25/2007 (IV. 17.) regulatiorthe Ministry
of Agriculture and Rural Development, the modehfas entitled to 90% of the per hectare paymehich
appears in the table.



3. MAJOR FINDINGS OF THE THESIS

I review the relevant findings of the investigasoaf the dissertation in the structure of the

objectives.

3.1.  Defining the Concept of Environmentally Conscius Production (Farming) Behavior

Based on relevant literature sources | concluded the definition of the environmentally
conscious behavior is incomplete with respect ticafjural producing activity. The examination
and the definition of the mentioned behavior atléwel of individuals usually concentrates only
on the dimension of the consumer behavior, invlayg starting from this | defined the concept of

the environmentally conscious production behawia hypothetic approach.

In my own conception | consider the environmentalyscious production behavior as the
conscious human behavior, which is based on faetnglreal environmental information and
knowledge, and realizes in decisions made on tisés ki the individual’s environmental

values in connection with farming activity. Its aiim to reduce environment burden by

ensuring the livelihood of farmers.

On the basis of the overviewed literature when yaad the environmentally conscious

production behavior similar to the consumer behathe investigation of demographic and non-
demographic factors may be adapted supplementeztdyomic features such as farming size,
participation in subsidy system aiming at environta#ly conscious production behavior, as
these factors influence the livelihood of the farsne@nd by this presumably the decisions relating

to the producing activity.
3.2. Investigating Environmentally Conscious ProductionBehavior

Based on the results of the examination focusing emwvironmentally conscious waste
managementHigure 1) | concluded thamore than one third of the farmers asked handl®up
25% of the produced wastes in an environmentahdheway, from which 17% does not
care about the produced dangerous waste by amamental sound method at all. Farmers
who handle at least 76% of the wastes in an enwviemtal friendly way constitute only 5%
in the sample. The highest value in waste manageism88%. Based on all these | concluded
that handling the generating waste during farmma@n environmental friendly way is at a

low level among the examined agricultural producspsstituting the sample. There are



deficiencies especially in the field of wastes oapping materials and handling animal dead

bodies.

handles 76-100% of
the produced wastes
handles the 51-75% of in an environmental friendly way

the produced wastes
in an environmental friendly way

27%

handles maximum 25% of
the produced wastes in
506 an environmental friendly way

37%

31%

handles 26-50% of the produced wastes
in an environmental friendly way

Source: Calculation based on own data gathering

Figure 1: Waste Managing Behavior of Farmers in the Sample

Significant difference was not measured betweerstaedard of waste management behavior of
the organic farmers and “conventional” farmers carmg them by analysis of variance
expressed in ratio scales. On the basis of thdtseswoncluded that the controlled organic
farmers, inspite of the fact that they reach betsults in several independent variables (such as
environmental knowledge, environmental respongiliin a significant way than the
conventional farmers, do not behave in a more enwiental friendly way in the field of
handling wastes of agricultural origin. According the principles of organic farming it is
important to minimize wastes producing in the faatnthe same time the regulation does not
cover handling wastes. Thus the same waste hanaimgations apply to both organic farmers
and conventional farmers. | explain by this thag ttontrolled organic farmers are not more
environmentally conscious than the conventionamé&s with respect to handling wastes of

agricultural origin.

By segmenting the values of the waste manageméwatvior according to participations in agri-
environmental farming measures, | measured diffaxebetween the farming groups at a
significance level of P=5% by analyzing of variarfEegure 2). During the comparison in pairs

by the help of Tukey analysis, | concluded thawge farmers participating in the AEF of
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National Rural Development Plan (NRDP) may be otter&ed by a significant higher waste
management behavior than farmers who took part onlyhe National Agri-Environmental

Program (NAEP) at one time or who are not involuedny agri-environmental program. When
comparing the standards of waste management belafViarmers taking part in the NAEP and
farmers being not involved in any agri-environmémogram | found that participants in the

NAEP may by characterized by a significant high&rg%) waste management.

6C

5C

4C

(%) 3¢

2C

1C

Farmers participating Farmers participating  Farmers participating Farmers participating
in neither of the programs in only NAEP in only NRDP AEF both of the programs

Source: Own data gathering and calculation

Figure2.: The Level of Environmentally Conscious Waste Manageent Segmented
the Participation in Agri-Environmental Measures

The results of the survey prove that the partiogpet in agri-environmental programs have
calculable effects on the environmentally conscivaste managing behavior even after taking
part in the programs. The fact that the behavidrpanticipants in NRDP AEF are significant
higher than that of farmers being not involved nieey justified that controlling attached to
subsidy payments expands to even administrativérabng of handling dangerous wastes

ordered in laws.

The farming size of the economic factors still @ets an unambiguous correlation with the
standard of waste management behavior. The reagbatikeeping the environmental rules may

be better controlled in case of bigger farms, wica relevant motivation for them.

Only the residence of the farmer of the demografgatures, more precisely the similarity of the

residence and the location of the producing agtivéhows a positive effect on the
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environmentally conscious waste management beha®ased on the results of the Tukey test,
the agricultural farmers who carry on producing\étgt on their residence reflect a significant

higher (P=5%) waste management behavior.

| used Spearman’s correlation analysis to reveattinnection between psychographic variables
and waste management behavior. Based on the rdsidtsxd that the other inner so-called
psychographitvariables determined by the literature do notandly explain the tendency of the
standard of waste management behavior. From thmiegd variables, primarily the sensed
efficiency has a weak but detectable correlatiaih wWie waste management behavior. The sensed
efficiency is not only an environmentally consciozsnsumer factor but also an explanatory
variable even in the dimension of production bebavBimilar to the sensed efficiency, the
procedurdl environmental knowledge also reflects a weak lliable correlation with the

examined behavior (r=3,13).

The fact that contrary to consumer research tha@ui factors in much cases overtake the
psychological factors attaching to the personaltyiot a surprise as the research focuses on
agricultural production as the field of an economativity, wished to study the environmental
friendly feature of a part of it and strived to eal the relevant correlated factors. When forming
the producing activity it is obvious that it is nibte personality of the farmers but the profit-
oriented decisions necessary for making a liviret tome forward. This result is justified by
several other questions in the questionnaire. On¢h@se questions focused on the most
important reasons of carrying out environmenta&rfdly farming (three answers had to be chosen
and graded from the previously set ones). The tegtigure 3.) unambiguously prove that the
main reason for farmers to choose environmentahdly production practices is to call subsidy
and other financial aspects, which means that #spegncerning directly environmental

protection stand only in the second or third plandble gradation.

According to the results of investigating enviromtadly conscious production behavior |

conclude that farmers do not regard aspects of@mwiental protection when making decisions
with respect to waste handling. The fact that tglpart in agri-environmental programs has still
favourable effects on the waste management behé&yviexplained by the control attached to
subsidies of AEF covering even administrative aghitrg of handling dangerous wastes. On the
basis of the results | made a consequence thd¢vtbEeof environmentally conscious production
behavior may be considerably improved by a consaquentrol together with financial

stimulation.

® Characteristics of an individual’s personality
" Knowledge of environment-friendly waste managenpeattises

12



90% -

80% A

70%
60%

50% -
40% A
30% -
20% -
10% -

0% -

At the 1. place At the 2. place At the 3. place
The ordet of marking

Hl Favourable opportunities in product marketldjcannot carry out any other farming method
B Contribution to the natural genus diversity O Contribution to saving rural environment

[l Saving and improving soil condition O Saving and improving water condition
M Contribution to cleaner air H More healthy and safe food production
H Subsidy
Source: Own data gathering and calculation
Figure 3.: Reasons for Environmental Sound Farming — Accordingo the Opinion of

Private Farmers in the Sample

Summarizing the results of investigating environtatiy conscious production behavior

According to the results | concluded thidwe hypothesis of investigating environmentally
conscious production behavior is partly true. Thdughe waste management behavior of the
controlled organic farmers is not higher than thabf other agricultural farmers, the
participation in agri-environmental programs has amnambiguously positive effect on the
examined behaviarin order to develop the environmentally conscibedavior, a long-term
participation in the agri-environmental farming gram and financial support are required as the
examined behavior is not so developed among timeefar that without any incentives significant

improvement could be expected.
3.3.  Examining the Long-Term Viability of Organic Farming

In course of the investigation | deeply analisesl phoduction cost, the production value and the
profit. Figure 4 reflects the annual average total production eost its structure of the model
farm at the examined subsidy levels. During analyzproduction costs | found that the total
annual average production cost is 6,4 million HORhe whole agricultural area of 60 hectares

regardless the subsidy levels, from which aftertraighing overhead costs (6%), the annual
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average direct cost totals up to 6,1 million HUReTshares of the arable plant production and
sheep breeding from the annual direct cost are 8280618%, respectively. The SAPS and Top-
Up payments do not cause any change in the praxiuctist of the farm as the modeled farm has

already met the entitlement criteria of the payment

At the level of subsidy considering LFA payments thirect production costs increase by only
1%, regarding the cost of the obligation to keefaraning register necessary for getting rural
development subsidies. This extra requirement goscenly the other direct costs; it causes an

increase of 8% comparing to the previous subsidgise

7000
(thd HUP) 6443412 6443412 6 506 287 6401 255 6401 255
—1 —1 —
6000
5000
4000
3000 -
2000 -
1000
0 -
Without subsidy +SAPS and Top-Up +LFA +AEF +LFA and AEF
B Material costs @ Personal costs O Cost of fixed assets
D Cost of hired machine service ~ DOOther direct costs D Overhead costs
Source: Own calculation
Figure 4: The Annual Average Total Production Cost and its Stucture by Pre-

Calculating Cost Elements of the Model Farm at thé&examined Subsidy Levels

The extra requirements necessary for AEF paymemiseca minimal reduction in the whole
production cost of the farm, which ratio is slighti% comparing to the first two subsidy levels
and 2% in comparing to the LFA payments. The readawost reduction is the orders relating to
establishing and maintaining “organic compensatoga” in the scheme organic arable plant
production of AEF, which results in a decreasingpping area by 8% under the modeled
conditions. This decreases all of the costs by 2%oexcept for other direct cost, comparing to
the costs measured at the level of LFA payments.iitrease of 9% of other direct cost may be
justified by the costs of extra requirements (whsxé test, preparing a plan for nutrient supply)
of nutrient supply ordered in the scheme in theanig arable plant production. On the basis of
analyzing production costs, | concluded that théage subsidy levels do not affect the tendency

of the annual average production costs of orgariming.
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Under the modeled conditions, in case of organimiiag cultivating on arable land of 40
hectares and grassland of 20 hectares the producttue is 6,6 million HUF without any
subsidy Figure 5), from which revenue from selling products congés the significant part
(91%), the remaining 9% includes the value of theent producing utilization coming from the
enterprises based on each other. In the averagleeoéxamined year 89% of the calculated

revenue originates from arable plant production Htfb from organic sheep keeping.

12000
(Thd HUF) 9264992 9435648 10239873
10000
8426 883
8000
6564613
6000
4000
2000
0 : : . .
Without subsidy +SAPS andTOP- +LFA +AEF +LFA and AEF
uP
BRevenue BCurrentProduction Utilization DSubsidy
Source; Own calculation
Figure5: The Annual Average Gross Production Value and its tBucture of the

Modeled Farm at the Examined Subsidy Levels

The received subsidies increase the productioreMayu28% to 8,4 million HUF at the levels of
SAPS and Top-Up, thus the share of the yield vaio® the whole production value is 78% at
this level. Beside SAPS and Top-Up, calling LFA p@nts results in a further increase of 10%
in the annual average production value. Supposiegctll of LFA payments, the share of the
received subsidies reaches 29% of the whole prmiuealue, from which the subsidy of the
arable plant production constitutes the major part{61%). If the farm is entitled to gain
subsidies of organic arable land and organic gragdsschemes beside single area payment, the
annual average production value is higher by 2% that at the subsidy level of LFA and by
12% than the production value measured at the leV&APS and Top-Up, and exceeds 9,4
million HUF to a small degree. At this subsidydéthe share of the achieved subsidies is 32%
of the whole annual production value in averagemfrwhich the subsidy of arable plant

production constitutes 73%.
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When calling wholly both of the modeled rural deghent subsidies (LFA and AEF) the annual
average production value is higher by 9% than #éhahe pervious subsidy level; it is higher by
22% than the production value measured at the dylesvel of SAPS and Top-Up and exceeds
10,2 million HUF to a small degree. At the highssbsidy level examining the structure of the
annual average production value the value of tleédyitakes up of only 60%, the received
subsidies are responsible for the remaining 40%seBaon analyzing production value, |

concluded that certain subsidies play outstanditegsrin forming the reachable production value.

The results of the analyzing work reveals that utloe modeled conditions, calling the examined
subsidies influences the reachable gross profa wery favourable wayTg@ble 3). While the
calculated annual average gross profit is slightf0 thousand HUF without the modeled
subsidies, at the level of SAPS and Top-Up thegpsfit of the farm is near 2 million HUF.
AEF payments of the modeled rural development sligssiresults in an annual average gross
profit of over 3 million HUF.

Table 3: The Annual Average Profit of the Farm at the Examired Subsidy Levels

Unit: HUF/year

Subsidy levels
Denomination \QJA g;%l;;[ + %ESU a:)nd +LFA + AEF + Lllié If\nd

1. Production value 6564 613 8426883 9264992 9435648 10 239 873

2.1 Eg;ted production 6081412 | 6081412 | 6144287 | 6039255 | 6039255

2.2. Overhead cost 362 000 362 000 362 000 362 000 362 000
2. Production cost 6443412 6443412 6506287 6401255 6 401 255

Gross value 483201 | 2345471| 3120705| 3396393 | 4200618
Gross profit (1-2) 121201 1983471] 2758705 3034393 3838618

Source; Own calculation

The annual average gross profit of the model fams evaluated on the basis of the criteria of
long-term economic viability. Three versions wereated relating to the annual profit need
(Table 4).

annual capital neédof fixed assets without land as well as 10% ef values of buildings and

In the first case (“profit need 1”) beside tménimal wage of the entrepreneur, the

machinefor the sake of technological development of patidin were taken into consideration.
The “profit need 2” calculated even the opporturgtyst of land capital (in a minimal way,
calculating land rent) beside the previously merdtb factors. Based on my data gathering, the

average amount of land rent in the in the examared in 2007, the annual profit need of land

8 Calculated by the average of reference yieldsvef-year-long state bonds in the period of 2004 2667
(7,71%).
° Determined by consultations with farmers.
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capital is 324 thousand HUF, so the total sum ef‘grofit need 2” is approximately 3250 HUF.
The “profit need 3” calculation involves even théenimmal expansion (10%) of the producing
capacities (agricultural land area, livestock) Bdeghe source requirement of the technological
development. Thus the annual profit need increasgsificantly compared to the previous

calculations, it is near 4260 thousand HUF annually

Table 4. The Annual Profit Need of the Model Farm
Profit need Profit need Profit need
Denomination 1 2 3
(HUF/year) (HUF/year) (HUF/year)
Personal cost of the entrepreneur 1 068 780 18687 1068 780
Capital need of fixed assets without land 882 024 882 024 882 024
(7,71%)
Profit need of land capital (land rent) ( 324 000 24800
Annual source requirement of technological 969 000 969 000 969 000
development
Annual _source requirement of expanding 0 0 1 015 000
production size
TOTAL 2919 804 3243 804 4 258 804
Source: Own calculation

| compared the results of profit need calculatigrating to the model farm to the annual average
gross profit generating at the modeled subsidyl¢e{#@ble 5). On the basis of the data in the
table | found that only SAPS and Top-Up paymenglitsnakes only a short-term viability
possible, sometimes only to a small degree, agéherating annual average gross profit covers
wholly only the minimal wages of the entreprenesr veell as the minimal normal profit
(neglecting land capital). The profit necessarylémg-term viability and financing technological
development falls off almost to the full, the ownaince of expanding production capacities may

not be arisen at all.

Due to the modeled LFA subsidies the gross prefilized during farming already approaches
the minimal annual profit need (“profit need 1")) the other hand the farm cannot finance the
whole technological development from own sourcés, ¢xpansion of production from own

sources legs behind again even in this case.
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Table 5:

the Examined Subsidy Levels

The Annual Average Gross Profit and Profit Need othe Modeled Farm at

Unit: HUF/year

Subsidy levels
Denomination +SAPS
Mot and +LFA +AEF | PLFAand
subsidy AEF
Top-Up
Average gross profit 121201 1983471 2758705 3034393 3838618
,Profit need 1” 2919804 2919804 2919804 2919804 2919 804
,Profit need 2” 3243804 3243804 3243804 3243804 3243 804
,Profit need 3” 4 258 804 4 258 804 4 258 804] 4 258 804 4 258 804

Source:

Own calculation

If the farm can call not only the SAPS and Top-Wgments but even subsidies considered in the
AEF model, the generating annual average grosst peziches the annual minimal profit need
(“profit need 1”), moreover it even exceeds thatlp thousand HUF. The minimal profit need
of land capital, however, does not recover andettgansion of producing capacities cannot be

financed from own sources.

Beside SAPS and Top-Up payments assuming thatahmasfreceives 100% of both of the
modeled rural development subsidies (+ LFA and AlEBsidy level), the annual gross profit
exceeds not only the minimal profit need (“profeged 1”) but the expected profit (“profit need
2") by 600 thousand HUF which regards even the dppay cost of land capital. In this way the
expansion of producing capacities may be partharfoed from own sources. The profit need
(“profit need 3”) calculating by an expansion ob@ucing capacities of 10% cannot be financed
from the annual average gross profit from orgamiening even at the level of the highest

modeled subsidy.

During summarizing all these | concluded that gevearms in less-favoured areas dealing with
organic arable land production and animal keepnegoaly able to survive for a long run if they
use up wholly at least the subsidies of AEF progbasides SAPS and Top-Up payments.

Regarding the fact that the modeled AEF subsidiag be achieved by applications, and there
are strict extra conditions for farmers, highereleknowledge of laws and technical awareness
are necessary, the work of extension workers attteisent managers is especially important,
which helps farmers in preparing successful apptiina and strengthening the professional

background of the production.

Subsidies of the current operative AEF program m@gmat organic farming are available for
farmers who competed and won subsidy entitleme200¥4 when announcing the program. All
of the subsidized territory in the organic schenieA&F is 75 thousand hectares, which

constitutes 60% of the area of all controlled orgaarming. Thus the participation in the
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program is not and expectedly will not be guarashtfe every organic farmer because of the
available limited financial sources. Based on thsults of the analyzing work | conclude that
farmers who dropped out of the modeled subsidieSEF, cannot count on long-term existence
under the present market conditions. Accordintflgy will turn to other agricultural producing

methods as it was experienced during the last years

Summarizing the results of investigating the vidpf organic farming:

| proved the hypothesis of the examination focusiong the viability of organic farming, the
reachable AEF subsidies have an outstanding role the long-term viability of organic
farming under the modeled conditionsOrganic farming units under the modeled
circumstances cannot count on long-term viabilityithout AEF subsidies.lt is necessary to
develop the enterprise policy with respect to tliomal development of organic farming.
Making joining the AEF program yearly possible thgtdeveloping a more wider subsidized
farming group by the AEF may lead to the strengtigeiof the environmental, economic and in

the end the social roles of organic farming.
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. THE NEW AND NOVEL SCIENTIFIC RESULTS OF THE DISSERT ATION

| consider defining the concept of environmentatlynscious production (farming)

behavior as a novel scientific result of my dissgon.

| consider the investigation of environmentally soious production (farming)
behavior based on primer research among privateefar carrying out agricultural

production in Hajda-Bihar county as a novel scigntesult of my dissertation.

My conclusion relating to the results of investiggt environmentally conscious
production behavior by which there is not any detgalifference between the standard of
waste management behavior of organic and convaitiagricultural farmers (private

farmers) is regarded as a new scientific result.

My conclusion relating to the results of investiggt environmentally conscious
production behavior by which participation in AEFogram has favourable effect on the
environmentally conscious (waste management) behai participating farmers in a

proven way is regarded as a novel result.

My conclusion relating to the results of investiggtthe viability of organic farming by

which private farms in less-favoured areas deakitg organic arable land production and
animal keeping are only able to survive for a long if they use up wholly at least the
subsidies of AEF program besides SAPS and Top-Upneats is regarded as a novel

result.
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5. THE PRACTICAL USE OF THE RESULTS

| consider surveying the environmentally conscipusduction behavior among agricultural
farmers and economic modeling of organic farming &trm level as auppletory study in the
field of the Hungarian agri-economic researches fésults of the investigation contribute to

studying organic farming from economic aspectsseidhe tendency of further researches.

My results provide guidance for decision makerghia relevant political field for setting the

developmental tendencies of the enterprise regardme fact that the ministry has been
considering the development of organic farming as of its tasks for more than one decade.
Inspite of this, however, the development seemstdp, moreover the signs of legging behind

appear.

The results of the dissertation may be well utdize the field of education; especially enterprise
analysis focusing on the viability of organic fangimay be fit into the subject of Enterprise
Economics. The modeled farm illustrated the prilespand the current domestic practice of
organic farming by this the results of the investign may be well used in several fields of
education.

The results of the research examining the profitglof organic farming at presently available
subsidy levels neglecting investment in a realisthly may be valuable for producing enterprises.
The results may provide useful information mainty farmers who are interested in organic

farming and think of introducing it in their prodog unit.
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