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1. Background, objectives of the study and descrifmn of the
study hypothesis

As an effect of the end of communist regime and Ehkaccession
Hungarian agriculture went through significant opes Following
the end of communist regime the structure of econaas changed,
where the most important factor was the changeasfeoship. Today
all forms of enterprises can be found in the admica with 567 000
private farms and 8 600 agricultural companiesadiedm 2010). The
number of private farms decreased in the past feavsy but still one
third of Hungarian households are affected in adftcal activities.
Larger proportion of agricultural area and the 7@d a80% of
vineyards and fruit orchards are cultivated.

Together with the change in farm structure unfaable processes
were generated in animal husbandry. The main refasdhis was that
animal husbandry and plant production were dividédter EU
accession the status of animal husbandry furthéediaThe new
member states (including Hungary) could not compeitd “old”
member states. Hungary had to face with its antadeflagilities in
competitiveness like pure organisation and faesitiold technology,
defective logistic system and fragmented farm stmec As an effect
of the changes mentioned above the role of animabdndry
decreased continuously. These problems were phnatithe private
farms, therefore in the course of time their nundedt rate decreased
continuously. Meanwhile one shall not forget thall shese farms
hold the significant part of the country’s animabck, with an
outstanding role in sheep production.

In the last decade the drastic drop in the stocligé and poultry
caused the largest problem, particularly in priviaiens, making the
livelihood of several families impossible. While ¢ase of cattle and
sheep stocks the share of private farms was gligbtbgressed
(almost 90% of the sheep stock is owned by pritatas), their role
in pig and poultry sector decreased significanftgraEU accession.
The significant drop in forage feeding animal stadkprivate farms
can be explained with more reasons: on one sidad&U accession
these sectors received a very heavy state aidewimithe frame of
CAP the right for the direct aid is only for rumimta. Meanwhile the



EU regulations concerning manure handling and phecg and
animal welfare brought non-bearable investment irements for
smaller farms.

The main structural problem of Hungarian agricukuis caused by
the crisis of animal husbandry now lasting for tdecadesPosition

of the Hungarian animal husbandry is continuoustrsgning from
the EU accession. Its share from gross output efafriculture is
relatively low that primarily can be explained witmpredictable
income situation. With the reducing space for ahimabandry the
animal stocks decrease, and in parallel with thedpction of

slaughter animals and products of animal origin.

On the whole it can be declared that several sildins started their
activity after the end of communist regime, theimbers started to
drop around the turn of the millennium and thisdemy is still
lasting. This can be explained with the concerdraprocess and the
gradual disappearing of incapable smallholdére primary task of
agriculture is food production, meanwhile his sedso ensures the
carrying capacity of the countryside, holds and eyates workplaces
moreover protects the landscape and the environni2espite the
unfavourable output and efficiency index of thevate farms
compared to companies, they still play a significqate in Hungary's
agriculture.

The aim of this PhD thesisas to study the economic role and status
of private farms and agricultural companies ingleeod after the turn
of the millennium, especially during the years aftee EU accession.
During my research — through my attachment to famélatives and
friends — | found it more and more acute to shdwhase through the
change in the position of animal husbandry. Theeesaveral farmers
and companies around me who are working in the @nimsbandry
sector. During the consultations with them it beeambvious that it
would be useful to pay more attention on animablnslry and within
the animal keeping of private farms. It is not ordasonable talking
about economic policy in this case, but also théifrexl social moral.
Nowadays only few young professionals want to wiarkgriculture,
and even less in animal husbandry, because ofgtmamic factors
typical of this sector.



Even the government has set the target to incrib@seate of animal
husbandry with the implementation of more measutese of these
measures was the repealing of the local governnastriction to keep
agricultural livestock near the house. This wasaraged so that
wellbeing of the neighbours shall not be disturlzed the animal
holders meet the requirements concerning animal praic health

and environment. By encouraging the animal hushaadound the
house the main goal is to increase the appreciatfoagricultural

activity and population retaining ability of the wrdryside. In 2012
the government approved the “swine program” thatsaihe increase
in swine population.

The goal of this studis to demonstrate, what changes the Hungarian
agriculture went through and how these changesctafie private
farms and companie&urthermore the ains to reveal those factors
that led and still lead to the ever smaller proportof animal
husbandry and its problems in agricultural produrctiThe final goal

is the development of the sector, strengtheningatsition and with
that the improvement of its opportunities on bdtle national and
international market.

The sub-objectives relatéd this can be determined as follows:
1. Introduction of the position of Hungarian agricuéwafter the
turn of the millennium.
2. Examination of the modification in agricultural gsooutput and
production structure.
3. Examination of the role of private farms and adtimal
companies in animal husbandry.
. Examination of farm structure in EU-27.
. The situation of animal husbandry of private faians
agricultural companies and the examination of theire in
Northern lowland of Hungary.
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In order to meet the goals for tkecondary studp hypothesis was
determined:
Hypothesis 1:The decline in livestock is likely to continue aet
expense of self-sufficient and partly goods-prodgdarms.

During the primary study | strived to prove the following two
hypothesis:
Hypothesis 2:In the Northern great plain region at agricultural
companies the further decrease in livestock issrpected.

Hypothesis 3:In the Northern great plain region the privaterfay
lacking the resources for other incomes are stilifal to animal
husbandry.



2. Database and introduction to applied methods
2.1. Database and methods of the secondary study

In the third chapter of this study the output atrdctural changes of
the Northern great plain region was examined supgorby
professional literature. The results based on coatpa and time
series analysis were supported by simple statistoethods. The
period between 2000 and 2010 was in the focuseofittalysis, as the
period before was already examined by several esu@hKII, 1993;
AKIl, 1994; ALVINCZ et al., 2002; BUDAY-SANTHA, 200;
KAPRONCZAI, 2003; NEMETI, 1992, NEMETI, 2003; SZABO
2001; TAKACS 2005b).

In the fourth chapter a comparative analysis wasopaed for the
farm structure of the EU-27 and for the output ofmestic agricultural
companies and private farms, furthermore the coripnsof the
farms of Northern great plain region.

During the processing of professional literature @homestic and
international studies, reports and scientific pedilons were
examined. During this analysis beside Hungariamfatructure the
other goal was to present the farm structure ofniggnber states. The
position of agriculture and the change in farm &tite were
elaborated with the help of several sources (sfiemreports and
agricultural economics reports of the Ministry afrl Development).
The scientific reports of the Research Institute Adricultural
Economics (AKI) also helped, that provided detailefbrmation on
the Hungarian agricultural sectors, meanwhile theremimportant
market processes could be followed.

For collecting statistical data the Information atsise and stADAT
tables of the Hungarian Central Statistical Offig&H), the data of
the Farm Structure Survey between 2000-2010, aadAl Farm

Accountancy Data Network were used, while inteorel data are
taken from the database of EUROSTAT, USDA, DG AGRline.



2.2. Circumstances of primary study and the sample

For primary study the qualitative method was sel@dhat is a raw,
revealing type examination method based on a smathber of
samples and serves the understanding of the prolethe frame of
the qualitative method semi-structured in deptherwiew was
selected. First of all this decision of using setnuctured in depth
interview was made because it provides a good Ipiigsifor the

verification of professional literature data, byoywding that those
being involved can tell their opinion and expereran their own.
Opened questions were used wilfully in a large nemin the
interviews, as in my opinion this is the way to gath information
that could support farmers’ job in the future. Tdreswers given for
opened questions can be considered as honest geadivadas during
the interview the persons were ensured that thontity will be

undisclosed.

The position and revealing the problems of animaldandry were the
topic of several researchers before (ALICZKI, 200ABRADI et al.,
2012; POPP et al., 2010; ALICZKI et al., 2009; BHDKet al., 2009;
POPP et al., 2009; DORGAI (szerk.) et al., 2009;R#D- JANOS,
2008; NABRADI — SDLLOSI, 2008; SHOLLOSI, 2008; \ONEKI —
PAPP, 2008; BITTNER - KOVACS, 2007; KOVACS, 2007;
NABRADI, 2007; NABRADI — SDLLOSI, 2007; POPP et al., 2007;
SZUCS, 2007; NABRADI — BERI (szerk.), 2006; BZS (szerk.),
2005; KARTALI (szerk.) et al., 2004a; 2004b; POTQRterk.) et al.,
2004; POTORI — UDOVECZ (szerk.), 2004; NYARS et &004;
POPP, 2000).

The main goal of this study was to represent hap#ople acting in
animal husbandry conceive their own position andtlogir opinion
what are the main problems that led and still Igadthe drop in
animal husbandryPrivate farms and agricultural companies were also
guestioned. | found it important to discover theasens of the
phenomenon that the number of private farms deahit animal
husbandry is decreasing, while agricultural comgart despite their
losses — continue their activity in animal husbgnaind even make
new investments. The countrywide examination ofdhanges in the



rate of private farms and agricultural companies \warformed by
animal species by reviewing professional literature

The studies were performed in the Northern greatnptegion both
among private farms and agricultural companies Inaddooultry, pig,
cattle and sheepn private sector family farms, primary agriculdiur
producers and private farms were questioned. |le casagricultural
companies Ltd-s, Joint stock companies and Co-tigesa were
represented. In private farms | asked the “managkttie farm, while
in agricultural companies | made the interview wille manager of
the plant or with the sector manager. In relationthe sample, 60
farms primarily engaged in animal husbandry wessted (Table J).
Among the respondent private farms and agricultacahpanies 24
farms were involved in sheep, 16-16 farms in cadtid pig and 4 in
poultry. The database has been created based arccalktcted during
the interviews.

Table 1: Number of interviews in the Northern greatplain region

Hajdu-Bihar Szabolcs- Jasz-Nagykun-| Total
Item Szatmar-Bereg
county Szolnok county | county
county

Total 36 12 12 60
Private
farms 26 8 9 43
Agricultural
companies 10 4 3 17

Source: Authors’ own construction based on datalohsaterview,
2013

The sample has been selected by simple random isgmileanwhile
the selection of farms was based on the databaseFasm
Accountancy Data Network of the Research Institafté\gricultural
Economics. Those farms were involved which reacheéxceeded
the EUR 4 000 Standard Total Production. The 66rumws were
performed by personal visit, and the time intewwak between 50-210
minutes.



The interviews were taken between September 201 Fabruary
2013 on the following settlements: Baktaléranthé&almazujvaros,
Berettyoujfalu, Csaholc, Debrecen, Debrecen-BandhrBecen-Jozsa,
Derecske, Hajdubagos, Hajdubtszérmény, Hajdubosatrm
Bodas®l6, Hajdddorog, Hajdunanas, Hajduszoboszlé, Hajduvid,
Karcag, Kalmanhaza, Kisujszallas, Konyar, Kunhegyes
Kunszentmarton, Matészalka, Nagyhegyes, Nadudvasiyatbny,
Nyircsaholy, Nyiregyhaza, Penyige, Szerep, Tedejéglas,
Tiszacsege, Tiszaeszlar, Tiszalok, Tiszavid, Tuekev

Questions were grouped around four topics:

» General guestionsoncerning the data and farm of the respondent.
« Skills and know-how in the sect@uestions focused on how much
the respondent follows the general situation of dg&uran animal
husbandry and how deeply knows its problems. Withia frame
it was asked that how the farm sees the problemsnihal

husbandry and within the sector it is interested in

e Production standard, environmental protection, pxodpath: by
asking these questions primarily the level of fagniand the
planned areas of development. Furthermore it wss @kamined
how they judge the position of the sector considggroduct path.

* Vision: here the future plans and expectations were tham ma
guestions.

In the general part of the interview the data efguestioned farm and
its manager were assessed. This question particalancentrated on
age, level of education, time spent in the sedia@e of the cultivated
land, factors of forage farming and labour forae.chse of private
farms | found that succession is one of the maiesgjons and also
that what is the reason why the private holdingngaged in animal
husbandry (this argument is detailed in the vatian of hypothesis).
In relation to the age structure of the interviewgersons it is
generally considered that 17% of the respondents weer 60 years
of age, 45% were between 50 and 60, 30% were batd@é0 and
only 8% were in the age category under 30. Theorasgnts under 30
years of age (5 persons) took over an already otpgrdarm to
continue the family’s previous animal husbandrnhaéigt Considering
age composition similar values were detected tgothdished studies
of KSH and AKI. In the publication of BIRO — SZEKKL(2012)



according to data from 2010 7% of the managerfheffarms were
younger than 35 years, 14.5% of the farmers arevdmat 35-44,
21.1% were between 45-54, 27.9% were between 5538429.4% of
the farmers were older than 65 years of age.

Considering education level all the respondents inade education
than primary school. 17% of the interviewed perdosad an education
of skilled worker, 35% graduated in secondary sth@®o were

technicians and 25% made a degree in high sch&@shb df the

respondents had university degree. An important facthat all

persons with university degree worked at agricaltwompanies. In
the publication of BIRO — SZEKELY (2012) the pictuis less

friendly considering education. Among the farmsrexsed in 2010

(576 000) 77.6% have only practical experience,%7.8as no

agricultural education, 5.0% has a basic educaidhand 3.3 percent
have secondary and higher education.

More than 80% of the respondents work in animabhuodry for at
least 20 years moreover most of the questioned|lsohdérs work on
this field from their childhood. 5% of the responti(3 persons) farm
for less than 5 years, they all were in the 30 yesder age category.
Private farms primarily use family manpower, 30%d hsermanent
staff and 45% periodic employee. In case of agucal companies in
the given sector the average number of employeesdvhetween 25
and 40 persons.



3. Major findings of the evaluation

3.1. Secondary study

My study analyses the change of the farm struabfitdhe Hungarian
agriculture, particularly the animal husbandry.

During the secondary studies the situation of thendhrian
agriculture was presented between 2000 and 20Ithdumore the
changes in the structure of economy was introdusddungary and

in EU member stateConsidering EU states Hungary is among the
countries with relatively advantageous ecologicabpacity.
Approximately 60% of the country is productive laam@a, among EU
countries only Denmark and Great Britain have adigate. Hungary
shares not more than 3% of the whole agricultured @af EU member
states, nevertheless the country plays a significate in the
production of some products.

Examining the economy of EU member states it iarcthat 80% of
the farms have an agricultural area smaller thaheb@ares, 14% are
between 10 and 50 hectares and 3% between 50-t0iyé= The rate
of farms with an area over 100 hectares is only 8#anwhile these
farms use 50% of the agricultural area. The famncttire of Hungary
and EU-27 have been described in this eskasan be declared that
the Hungarian farm structure is unique in the Ewap Union.The
87% of the farms have an agricultural area smahian 5 hectares,
2.4% have an area bigger than 50 hectares (the d&iOfe area is
cultivated). Notwithstanding the dual farm struetun Hungary the
farm structure has been fragmentalipwing that when reviewing the
measure of economic threshold is very law conamdethe Union’s
level It can be attributable that the concept deterchime the
Hungarian and European Union statistics of farrgaitantly differs
from the definitions used in goods-producing indest By the
examination of the data of General Structure Swsviegm the year
2010 it is clear that Hungary would even correspdondthe 98%
coverage even if the minimum level would be sét lagctare.In this
case the number of examined farms would decreas& 15219
private farms and agricultural companies (72% ofgte farms and
0.4% of companies would be out of the concept ohdea farm).



Based on the data by Farm Structure Survey of Ki8hh the year of
2010 the number of farms managing in a territorgarnl hectare is
415 219 while the size of productive land area usethem is merely
84 567 hectares. During the determination of ecoadihmeshold also
political motivations could have a role, namelyt@al of output the
number of farms is the priority. The gross outpotl @ross added
value reflect efficiency much better than the nundddarms.

Originated from the nature of economic reform aftex end of the
communist regime an inconsistent dual economy wasndd.
Between the large number of smallholders and fegelagricultural
companies (with dominant role) the strong segmeénsmall and
middle-size companies is missing. Several smalbrsicgtarted their
activity after 1990, but their numbers started écréase at about the
turn of the millennium and this tendency continuesil today. This
can be explained with continuous concentration thieddisappearing
of incapable smallholders. In Hungary in great mgjothe senior
age-group over 55 years make agricultural activitgjnly in private
farms. At the turn of the millennium the rate ofalmolders over 55
years was 49.9%, in 2010 this number was 57.4%fdratasts the
insenescence of the Hungarian agricultural so8&R0O — SZEKELY
(2012). Even though the primary task of agricultigréood production
we cannot forget that this sector also ensuresdihging capacity of
the countryside, holds and generates workplacesawer protects the
landscape and the environment. Consequently, desyie
unfavourable output and efficiency index of thevate farms
compared to companies, they still play a significqate in Hungary's
agriculture.

By the analysis of the farms concerning their patidun type it turns
out that between 2000-2010 the rate of plant produdarms
remained the highest in both farm categories, maedtheir rate
increased with approx. 10-10 percent point. In 2Qa@si half of the
private farms and agricultural companies were is tarming type.
Main reason for this process is that the Commonadgural Policy
(CAP) primarily supports the cropping of GOFR pfanthe rate of
mixed agricultural enterprises slightly increasetl agricultural
companies while it decreased at private farms, nieasure of
decreasing was the same as the increase in plpa/@mduction



private farms (certain part of mixed agriculturaterprises ceased the
animal husbandry and changed to the more profitalalle production
profile). In the livestock farming the proportion of privatarms
remained at 22%, while in case of agricultural canges this value
decreased to 5.5% (from 9.6%), notwithstanding ttwwal of the stock
is owned by agricultural companie§he farm type that provides
agricultural services at private farms is still smiered as unique
(0.1%) and the role of this farm type has been asoreased by
almost 60%.

Nowadays, examining all the private farms it is iolbg that with the
significant decrease in the number of farms, casid the goal of
farming the ones aiming exclusively personal corsion showed
only minor change in the examined period (60.2%)ntrarily the

rate of producers primarily producing for sale ha®re than doubled
(19.5%) while the rate of farmers that sale theducis exceeding
personal production decreased by 12%. Consequeh#dyfocus by
commercial objective starts to shift towards praditut of goods
promoted by rearrangement of evolving farms whidile sthe

exceeding products.

3.2 Primary study

The interviews described above were the basisisfpghmary study.
After the elaboration of the interviews the SWOTalgsis and
problem tree of the private farms and agriculteahpanies operating
in animal husbandry have been developed basedeareshltsDuring
the interview several arguments supported the rawgaof the
problems, like routine in the sector, proficien@Questions focused on
how much the respondent follows the situation oh¢arian animal
husbandry and how deeply knows its problems. Basedthe
interviews the decrease of the competitivenessnoha husbandry
farms has been considered as the main problem.

In my essay under the definition of competitivenéss following
coherences were considered. In the internatiotexhture there is no
definition generally approved and applied for vidggpi In a
competitive market the viability depends on tecbgadal selection.
The lack of viability can be the result of the defncy of the



management, the incentive mechanism, the ownesshipture or the
government involvement (POTORI et al., 2004). Téwerf can be non
viable with an adequate management when actingsac&r which
benefits a competitive advantage. The economyabl@iwhen by the
effective allocation of the available resourcegraduces a profit for
the society that does not differ from the ordinprgfit. Generally, the
profit not different from the ordinary one, accdp&afor the society is
the interests of government bonds. There is a rdifiee between
viability and carrying capacity. The condition bktcarrying capacity
of the given economy is to produce the minimum wagel the
payment of the employees’ salary. In lack of thevabmentioned
criteria the undertaking is considered non viable.

The viability is necessary to retain the market.e Ttapacity to

increase the domestic and/or foreign market shaeans the

competitiveness of the undertaking. The viabilgythe precondition
to keep the increase in market share profitabler@fore an economy
is viable if on the free market it is able to haverofit exceeding the
ordinary profit, acceptable for society. For exaenpht the

undertakings acting in the form of a corporatidm tate of the shares
reflects the capacity of the undertaking. Today theltilateral

competitiveness is dominant, because it means apa@tive

advantage in a longer term. The economic efficiescgn important,

but not sufficient indicator of competitiveneg&igure 1) The

efficiency respect to (international) competitoretadmines the
(international) competitiveness.

Efficiency

arrying capacity
Production of at least  \/jqbility
the minimum wage ormal profit

\ \ multilateral
bllateral
domestic

Figure 1: Relation of efficiency, carrying capacity viability and
competitiveness
Source: POTORI (2004)



Three main reasons were determined as main cavsgsefable
economic environment, political and social problerasd low
profitability) that were clearly supported by tmearviews.

As determining factors both the private farms angricaultural
enterprises signedvulnerable economic environmenFEigure 2.
However this can be vitally originated in the lamktrust. In case of
private farms the main problem is vulnerability the level of co-
operation is very low and it results their low kargng power on the
market. Consequently their marketing channels aratimuously
narrowing. Most of the smallholders suffer from thek of strategic
way of thinking, their farming is characterized diyort term approach,
the main goal is to survive.

In my opinionone of the main reasons of law competitiveneskas t
lack of cooperation Compared to international rates, those
smallholders are profitable that cooperate in thantiauously
changing economic environment. By the cooperati@nsimallholders
can obtain a more favourable position in distribatand procurement.
The smallholders could acquire the raw materialaofower price
(decreasing their costs), homogeneous products dcobk
manufactured that could be distributed on a higirere, in order to
increase the profitability. By the integration trelvantages of
economies of scale could be also utilized. Theesftire primary
objective is the improvement of competitiveness. tBis way the
products can be reintroduced in the Hungarian ntadteating new
workplaces. The private farms should recognize rthmmmon
interests and the advantages of common distributfgoroducts. The
lack of cooperation causes the increase in vuliéya@nd the lack of
numerous homogeneous products. In the common matiket
competitors are able to entry with cheaper prodtlotrefore the
domestic producers would be forced out of theirvimes market
areas.

The problem of vulnerable economic environment mplkeasized

particularly by the agricultural companies, becahsy are not able to
plan their incomes and expenditures in advance.s€qrently the

profitability of their activities can not be estited which causes the
decrease in investment intentions.
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Figure 2: Problem tree of private farms and agricutural companies operating in animal husbandry




Other reason of competitive disadvantage is theposiitability. The

income of the farms depends on revenues, productmsis and
available subventions. The analysis of costs-incoofe farms

operating in animal husbandry show an increasingbyse income
situation in the examined sectors. Notwithstandithg income
situation of farms operating in milk production apigy growing has
been improved in 2011, most of the farms had ndfitprdhe

subvention generally meant the minimisation of ésser net income
itself. In the examined region (Northern Great ®Pla trend similar to
the whole country can be detected.

The basic problem is originated from the low progtuqrice,
contributing the force to accept the given prickscepting the given
prices can be explained by the low level of bangagmosition that
can be explained by the lack of co-operation. Musthe producers
can only make some income merely through subvestiofhe
unfavourable price rate of products of animal aridmilk, live

animals, wool, feather, etc.) and input materialalls also be
mentioned. This can be originated primarily frore tbw efficiency,
the anachronistic technology and the lack of sigffit professional
knowledge. Both in animal husbandry and plant pctida the
productivity is significantly affected by the fluation of producer
price. Even the increasing producer prices can nthkeincome
situation of the sectors better as this shall keremed together with
the flow of production costs.

The other reason for low profitability is the highime cost that is
caused by more factors (weaker vyields, weakeningnafural
efficiency index, the unbalanced input prices dmel narrow area for
planting feed. As a consequence of separating fstant production
many smallholder and agricultural company becanieevable. It is a
huge problem for farmers to produce the feed fairtown stock.
These days the main difficulty of gaining of laraf private farms is
primarily the capital shortfall. The private farmnfien have no own
land property, or are able to produce smaller qtyanf forage on
their own land that would be necessary for theskvek. Frequently
they cultivate (also) rented land which entails ana&josts for farmers
because of higher land rent costs. As they arablet to produce the
whole feedstuff necessary for their livestock oa thnd that is used

16



by them, some percentage of this area they musbhuy high price.

The costs are mainly determined by forage pricég purchase and
production price of mass feeding and forage inph&t 3-4 years were
increased significantly. This process is also gfiend by the

continuous increase in Word’s population. Meanwiltile increasing

energy costs (fuel, electricity, etc.) contributericreasing costs. The
volatility of feed prices is a key issue for allcems of animal

husbandry. The continuous increase in the purcpése of protein

resources (soyabean, sunflower and rape mealcplary increases
the cost price of pig and poultry meat production.

Buying soil is a problem also for agricultural comnges, mainly
because of the valid land law than the capitaltéorThe actual land
law restrains the possibility of obtaining land fodependent animal
husbandry farms (when operating in the form of adtral
company). In my opinion the re-rent of public landh expired rent
agreement can represent a possibility for animéddre. Aim of the
tender is to promote the access to land of livéstaamers, for which
the tenderers shall submit a declaration to theoNat Land Fund
(NFA) that within one year from the execution ok tlagreement
concerning the real estates that are part of thdeteafter every
second hectare of land keeps a stock of 1 largmaninit (1 [U)
during the validity of the lease agreement (NFA120 In case of
agricultural companies the cooperation of plantpation and animal
husbandry is considered a relevant problem.

Low natural indicators are influenced by breed, diog technology,
level of feeding, the professional knowledge arneptouter factors.
(e.g. weather)The largest problem is the outdated housing teauol
and the lack of professional knowleddecause of outdated housing
technology farms cannot fit with the ever strongéf regulations. It
would be important to develop the production leyel being
competitive against competitors producing more atifely. Lack of
capital does not allow development, investmentdpob development
and marketing, as the credit rating of the sectopsrators is too
week, they continuously fight with solvency andafnting problems.
At the same time the producers can improve themuees by an EU
subvention. The Programs I-1V of ATK (modernisatiminagricultural
holdings) have provided and provide possibility flarms to be able to
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meet the environmental and animal welfare requirgmeby
development of husbandry technologies. These dpnedats allow
the more comfortable housing, improvement in welfanatural
behaviour and a healthier food of animal origint thaally helps in
reaching higher yields and the improvement in pabflity.

My researches verify that the high authority feds taxes and
contributions, the unemployment and the fulfiimehtigorous animal
welfare and environmental requirements jointly léadhe creation of
black and grey economy. The main objective of akrators of the
product path is the profit maximalisation. First afl, illegal
slaughtering (e.g. pig), untraceable pedigree amadirtg without
invoice can be mentioned. Farmers also want to fliefiem this
situation therefore in case of the members of prodo groups we
can see that often they sell their products nahéoco-operative but -
with the hope of better price - to an “outsider’rghaser. The main
reason for this is that - as mentioned above -dh@perative is
connected to a major purchaser, who does not peothd highest
producer prices for the farmers achievable on tlerkat. Beside
paying taxes the high cost of living labour is dr®ot problem that
enhances illegal or “quasi illegal” occupation. &daeconomy makes
integration, concentration, effective representaiad enforcement of
interests harder on the product path. In case #ieye the VAT
(27%), the price is too high for the legally opergtprocessor as he is
not able to increase the price with 50% of the VAT.

The consequence of the problems mentioned aboveaésud the
increasing unemployment, the low salaries is therabese in property
safety. In the opinion of the respondent agricalturompanies a
significant amount shall be provided for propertptpction as with
the decreasing level of public security the agtimal plants,
machines, equipment, animals, input and output madde are
subjected to high risk. Setting up security servite creation and
operation of property protection alarm systems f@mdes, the saving
of each equipment can reach high costs.

The position of those farming in animal husbandrynot eased by
rapidly changing system of regulations and lacktmainsparency.
Following EU accession the more rigorous requireseand
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administrative obligations charge livestock farmsssmuch that they
can hardly or never fulfil. In Hungary the operatiof companies are
charged with significant administrative obligatiptizat was agreed by
both private and company holders. For stockmeakigs a lot of input
in time for the administration necessary for commy legal
requirements. Complying with ENAR system, fillinget forms of
different subventions (e.g. restructuring subvemtior ruminants)
problems in the elaboration in each tender (e.gvention for the
reconstruction of livestock farms), making and apieg quality
assurance systems and complying with the demandaabf authority
all mean a continuous pressure.

Meanwhile we shall not avoid social probleriibe aging agricultural
society and the disinterested young generation nisirgreasing
concern both in Hungary and in EU countries. Thiparticularly true
in case of those who work in animal husbandry. &g typical in
both private farms and agricultural companies. fidason is that only
few young professionals are willing to continueiagjtural activity
after older farmers retire. As the main reasonapenomic factors
typical to animal husbandry can be mentioned. Mdmalevwgeneration
problems have other consequences. In many caseklaty people it
is more difficult to accept new technology and tlaeg not that much
opened for new professional knowledge. They ingmsthistory,
traditions and wrong practices. Moreover the ladkpoofessional
knowledge is an important aspect. The low levelpodfessional
education is especially typical in private farméefie are no general
consultancy and training systems have been dewlimpagricultural
secondary and high-school that would prove the icoatis
professional training for farmers after leaving thstitution (lifelong
learning program)For keeping and increasing competitiveness the
continuous training and openness for new technelgiand
procedures are necessarps a reason for the high rate of older
generation most of the farmers mainly or exclugiviehse on their
activity to the old experiences of their own orithrelatives. They do
not take a risk and adequately adapt to new clgdien

As a result of low professional knowledge unreligbiof workers
causes a problem in agricultural companies. Aguical enterprises
cannot provide higher salaries for their employbesause of low
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profitability, therefore in many cases the employimeof
professionally well educated, responsible and yrpsofessionals is
not possible. Consequently it is difficult to fiadperson who takes a
job in agriculture who is prompt, able to think aaxt individually and
is willing to keep technological elements.

It can be stated that the farms of the Hungariamanhusbandry
which produce on high level and efficiently, arempatible with
international market operators. In the Hungariaimah husbandry
there are efficient farms that are compatible witlernational market
operators. In this frame there is about 20% ofgraduction, 35% of
poultry production and a part of milk productiomeTinternationally
competitive farms - beside excellent genetics - denmost updated
housing and feeding technology and professionaleage. On the
costs side the effectiveness of feed production faed conversion
rate shall be increased in order to improve bothrthtural index of
private and company owned farms. This is also itgmbrbecause the
profit earned by the farmer will be more and moe¢edmined by the
income ensured by retail prices, and the reactidarms can be only
the cost-effective production and expansion ofigaktrelationships.
The questioned farmers as basic reason for incrgasost price
signed the continuous increase in feed and eneiggsp According to
the above mentioned problems the question comesarp and more
frequently: why do they continue animal husbandithwncertain
and continuously failing income situation.

The interviews include the evaluation of effects i accession.
According to 80% of the respondents Hungarian ahimsbandry
has lost position with the country’s EU accessi@entlae products
coming from abroad led to a more serious compatitiad in some
aspects we can talk about loosing markets. 20%@fpeople asked
think that the effect of accession cannot be digfiyijudged. The
sector has won in the aspect that EU markets haea bpened that
makes the Hungarian products to enter into the etadasier.
Subventions make the farmers’ income situationebeathd help in the
solution of their temporary solvency problems. Aciting to most of
the respondents the most strict market protectjoiargtity and quality
limits) shall be applied. Meanwhile it shall beteththat practically
there is no possibility to do so within the EU (#as a limited
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possibility of quality control). Beside the posdieffect of opening
markets the risk of importing products of uncertanigin and pour
guality can be mentioned (“scandal upon good quatiteat”,
changing the colour of pig meat, taking into madetainted meat).
Furthermore in the interview it was evaluated hine managers of
agricultural companies see the housing, feeding amdal health
status of their farms. During the cross-table asialyat the answers
given to each questions the significant differenaese analysed by
chi-squared test by age and education level. Byatisvers it can be
stated that level dfiousing technologin their own farm was judged
high by 18%, medium by 70% and low by 12% amonggte farms
(“I cannot judge” category was not selected by am®yoIn case of
agricultural companies there were answers of twml k1% judged
the level of housing technology high, while 59%dséi is slaw.
Examining of the answers of private holders acemdio age and
education level we can say that (on 10% level)ehveais a significant
difference between the opinion of respondents ubfeand over 50
years of age. The analysis based on age and enlucével
demonstrated that in relation to the agricultu@npanies there was
no significant difference in the level of husbantkghnologies.

The evaluation of animal nutritiorstatus is similar in case of the
private farms and the agricultural companies. Ampngate farms
the feeding level was considered high in 33% arefage in 67%. In
case of private farms a significant difference wagealed in relation
to the evaluation of feeding level (P<0.01) duritng analysis by
education level. The 47% of agricultural comparmessider the level
of feeding high, and 53% consider it as averageabe of agricultural
companies the proportions are similar in relatiorthte evaluation of
animal health statusThe private farms considered better their animal
health status compared to the level of feeding. H®&%% of
respondents considered high, the 58% consideret@sehe animal
health status. There was no significant differeaté¢he analysis of
animal health status by age and education level.

Contrary to what is declared above, the questiopedate farms
would like to improve the level of housing techrgo genetics,
animal health, animal welfare and environment mtode, even so
42% of the respondents evaluated the level of dnin@alth as high.
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The agricultural companies intend to improve patédy the level of
feeding, animal health and genetics. The improvemérmusbandry
technologies is in progress at most of the agucalt companies,
thanks to the EU tenders.

Reveals the question if the private farms are doleevaluate
realistically their position. Based on the replig® private farms
considered their position high or average in retatto feeding,
husbandry technologies and animal health. In masg<the livestock
farmers overrate their circumstances and capagcttiesefore it is not
sure that they view their own position realistigatl the international
market that could be an obstacle with their conipetiess
decreasing.

3.3 Verification of hypothesis

In relation to the secondary study a hypothesisdedsrmined:

Hypothesis 1. The decline in livestock is likely to
continue at the expense of self-sufficient and
partly goods-producing farms.

The main structural problem of Hungarian agricwtis caused by the
crisis of animal husbandry now lasting for two dizs After the end
of communist regime the biggest recession was tilein animal
husbandry sectors. The decrease in animal stock higleer than
never before. The cattle and swine population wedeiced following
EU accession, respectively by 6% and 22% for 26t0m 2010 the
cattle population is slightly growing. However teeine population
reduces continuously and in 2012 has not reachedNth 3 million.
The stock of poultry reduced by 3% from 2004 to @0then a little
increase was detected, but in December of 2018tduk was reduced
again. The quantity of sheep stock was significanthe year of
accession, but following the accession the stoskide@n decreased.

Examining the livestock by types of farming it daa detected that in
2012 66% of the livestock was at agricultural comea and 34% was
at smallholders. Within agricultural companiesgndicant amount of
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the animal stock (almost two third) is in Ltd. peofy. At private

farms of cattle and swine farming the number oimrwith 1-9
animals have been principally decreased. A simil@ndency
(decrease of 38%) can be observed at the categdarms with 1-99
hens, which is the typical size that serves onealffaieanwhile the
number of private farms keeping sheep in almostcalégory. The
number of farms keeping more than 1000 sheep dseede
significantly, mostly because the agricultural camigs eliminated
their sheep stock&The decline in livestock is likely to continuethée

expense of self-sufficient and partly goods-proggi¢arms” has been
partially verified.

To prove the 2nd hypothesis the answers are faugdestions asked
in the fourth section of the interview (vision).

Hypothesis 2: On the Northern great plain
region at agricultural companies the further
decrease in livestock is not expected.

In the fourth part of the interview questions foedison the future
plans of private farms and agricultural companibi®ne of the
agricultural companies plan to stop animal husbarmdtivity or the

cutback of their stocks. Main goal at the compangsconomic
production. Most of the companies acting in animasbandry are
loss-making, in such cases liquidation could ber#i®nal solution,
however this means significant costs and lossesrin@uthe

liquidation process the stock is marketable (algioan a lower price)
but the buildings and equipment usually cannotdid. sAccordingly

debt service charges and preservation are chameket company.
Therefore they rather undertake the less wrongsaectiand continue
non-profitable production for years.

The loans previously obtained and the obligatiamsmitted can also
prevent the final liquidation of animal husband#l the questioned
companies have benefit some subventions for animelbandry
(modernization of livestock farms, preservation lmeeding the
genetics of protected native and endangered atyrall animal
species). The goal of the subvention published @®72for the
modernization of livestock farms is the modernizatof the farms in
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order to comply with the regulations concerning mrarplacement, to
improve the feeding and technical level, the aniimedlth and food
safety status of the livestock farms and to imprake working
conditions and working efficiency of those employed animal
husbandry farms. The form of the aid is a dire@ngrthat can be
granted for identificable built and installed teology and
infrastructural investment or purchase of machines.

The granting of the aid several obligations areneated. The tenderer
is obliged to participate in organized traininge thilk producing
tenderer is obliged to respect the requirementitd quota system
and to maintain the average number of animals erfahm measured
in large animal unit complying with the level indted in financial or
business plan for 5 years from the date of thesttation aid granting.
Concerning cattle, sheep, goat, swine and horsgespthe farmer is
obliged to respect the ENAR requirements and tg Kbe registry of
stock, pasturage and change in livestock.

The subventions obtained by the agricultural congsmmclude also
the aids granted to maintain the genetics of ptetemative and
endangered agricultural animal species in breedfdge of the
condition of this aid is the maintenance of thauaktivestock during
the subvention period, and the lost animals shallsbbstituted by
animals of the same qualification, at latest in @8ys. These
obligations enhance the undertakings to maintaie #@mnimal
husbandry sector at least on the actual level.

The interviewed agricultural companies beyond thentenance of
their activities also plan developments in the fetult means
especially increase in livestock and site develagniEne answers are
conform to the results of the AgroStratégia (Agratstgy) study, by
which the 80% of agricultural producers for thegmsge to obtaining
revenues plan the middle term development of ecgnoirhe
development includes particularly the extensiontesfancy and the
technological improvement of production (INTERNEJ Similar
positive results were revealed by the study of Association of
Young Hungarian Farmers (AGRYA) of 2011, in whidtet93% of
respondents (200 young Hungarian farmers) intenéxigand their

24



farming by economic activities in the following éwears (AGRYA,
2012).

The respondents considered important the continuay&lopment
and investments in order to improve the producgffitiency. They
recognized that they are compatible on internatiomarkets only in
this way. However this can be an “escape” in thesgieconomic
circumstances.

Based on the answers of agricultural companies luag in animal
husbandry the second hypothesis has been verified.

For the verification of the third hypothesis twoegtions were asked
especially to the workers of private farms.

Hypothesis 3: On the Northern great plain
region the private farms, lacking the resources

for other incomes are still bound to animal
husbandr.

The questions were as follows:
 Why you are involved in animal husbandry?
 Why have you not yet ceased animal husbandry?

Concerning the two questions several answers dwilcharked. Each
of 46 interviewed private holding marked the famihadition, 26

marked the range of interest, and 16 marked theatidun level. The
importance of obtaining revenues was selected bye4pondents.
During the interview for the remaining 4 respondentre asked why
they have not selected this possibility. These ardpnts had main
job with high revenue and the aim of animal husipamnwdas only to

maintain the family traditions, for the purposesafnings supplement.
This demonstrates that the 92% of respondents deresl important
obtain revenues, whilst the 60% of respondentsahadjular source of
revenue (main job or pension). The animal husbanuoyvides an

alternative job opportunity and supplement revenuesorder to

resolve the subsistence problems.

25



By asking “Why have you not yet ceased animal hadbg” | tried
to find the answer why the farmers continue themahihusbandry
beyond the low level of revenue. The 69% of respotsl have
selected only “family tradition” and “it is hard tease” answers. The
remaining 31% have underlined also the “profitabledtegory.
Consequently the basic motivation of the operatarghe animal
husbandry sector, beyond the goal of obtaining mege is liking
animals, maintain traditions and continue the famitaditions.
Accordingly, the private farms are essentially supgd by the
workforce of the family.

Concerning their future plans, none of the respotslentend to

liguidate the livestock. From this aspect only théerms are different,
where the legal succession is not resolved. Thee three

possibilities: the first when there is no succesdw second when the
successor not yet made a decision, and the thirehwhe potential

successor clearly knows that have no intentiorotdioue the activity.

This problem concerned 22 farmers from the inteveig 46 private

farms. However also they declared that they intendontinue the

animal husbandry at least for personal consumm®hong as their
medical condition, property make it possiblEhe results of the
interview verify the third hypothesis, that “On tidorthern great

plain region the private farms, lacking the resascfor other

incomes are still bound to animal husbandry”.

Generally it can be declared thaturing the interviews it was verified
that the competence of Hungarian agricultural dpesafor EU
accession have not reached the necessary levehylopinion, the
farmers were not prepared for the intensifying cetion, and the
main reason was that they were not been adequatelyned on the
possible effects of EU accession. It shall be nometl that the
producers were not motivated in prepared for EUWession. The EU
accession was clearly negatively evaluated by #spandents. In
relation to private farms the lack of own contributand the low level
of ability to manage the own interests can be unubet, and the latest
is originated from the inadequate cooperation. @amog the
agricultural companies, the growing costs of prop@rotection are
more significant due to security concerns.
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From the aspect of the future of Hungarian agngeltand animal
husbandry is a core objective to resolve the géimergroblems. The
ageing is a core problem not only in Hungary babah the European
Union. The young generation turns away from agtnoel therefore
the management of generation problems is a senesonsibility.

The change of generation should be ensured atterifeams and
agricultural companies. In order to avoid agin@gmuiculture could be
useful for more reasons, as the generation of yeuf@mers are
more opened for the up to date results of genehicsising and
feeding as they receive competitive practical krealge during their
education.

A shooting point could be for the private farms ldole the
cooperation on the highest level as possidlafortunately this
problem exists also in these days and shall bévedoThe conditions
of new type cooperation exist, but there is no oizgtion of higher
level along the product path. The situation of dnuddlers is
influenced by the type of organization they jointtwin their near
surroundings. In the scope of agricultural prodsidée intention of
cooperation is insufficient, which refers to thelaf information and
trust. In addition, the negative experience of @apon forms
existing before the end of communist regime previeatspreading of
new cooperation types.
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4. New and recent scientific results of the study

1. It can be declared that the Hungarian farm streacisiunique in the
European Union. The 87% of the farms have an algu@l area
smaller than 5 hectares, 2.4% have an area biggar30 hectares
(the 50% of the area is cultivated). Notwithstagdihe dual farm
structure in Hungary the farm structure has beeagniented,
allowing that when reviewing the measure of ecomotmieshold is
very law considering the Union’s level. It can k&ibutable that
the concept determined in the Hungarian and Europggaion
statistics of farms significantly differs from tlgefinitions used in
goods-producing industries. By the examination lo¢ data of
General Structure Surveys from the year 2010 iclear that
Hungary would even correspond to the 98% coveraga € the
minimum level would be set at 1 hectare. In thiseche number of
examined farms would decrease by 415 219 privatemdaand
agricultural companies (72% of private farms and%®. of
companies would be out of the concept of beingrimfaBased on
the data by Farm Structure Survey of KSH from tkaryof 2010
the number of farms managing in a territory undehettare is
415 219 while the size of productive land area usgdhem is
merely 84 567 hectares. During the determinationeocbnomic
threshold also political motivations could have @ey namely
instead of output the number of farms is the piyorThe gross
output and gross added value reflect efficiency mugtter than the
number of farms.

2. By the database of Farm Structure Survey mosteoptivate farms
produces for private consumption. The goods prodifi@epersonal
consumption indirectly contribute to the increaseeixportation
funds and to the decrease in importation, incrgative national
food security. Moreover these have an importarg mlproviding
rural workplaces. The private farms account foemarkable share
of agricultural output. According to the Hungaria@entral
Statistical Office in the average of 2006-2010 @386 of national
plant production was produced by private farms,|stl§1% of the
output of live animals and products of animal origianimal
husbandry) was produced by the agricultural comgganNamely
the plant production volume of the country is detieed mainly by
private farms, whilst the national animal husbandrygletermined

28



primarily by the performance of agricultural com@e Based on
the data of the AKI Farm Accountancy Data Netwotkaf

represent the private farms with a production védwger than EUR
4 000 Standard Total Production) the consequennebeadrown
that in Hungarian agriculture by the average of thears

2008-2011: 42% of the gross production value, 45f6the

production value of agricultural basic activitietile half of gross
and net value were given by private farms. Unfaataly the using
of manpower shows a decreasing tendency thatnsapity seen in
young generation. This tendency foresees unfavitrijatmcesses
in relation to the rural and agricultural future.

. Examining the livestock by groups of farming it che detected
that in 2012 66% of the livestock was at agricatwompanies and
34% was at smallholders. Within agricultural compan a
significant amount of the animal stock (almost tthiwd) is in Ltd.
property. In the last decade, at private farms aifle and swine
farming the number of farms with 1-9 animals haveerb
principally decreased. Meanwhile the number of gevfarms
keeping sheep in almost all category. The numbéarofis keeping
more than 1 000 sheep decreased significantly,lynbsetause the
agricultural companies eliminated their sheep stock

. Based on my research (half structured deep int@s)ian the
Northern Great Plain region the opinion of privdegms and
agricultural comparison the situation and perspectof the
Hungarian animal husbandry was presented. Usingethlata the
SWOT analysis and problem tree of private farms agwcultural
companies involved in animal husbandry were eldabdra

. It was verified that the lack of horizontal and i@l integration is
one of the main causes of inadequate competitigerespecially
for private farms. The reason of the actual lowelexf cooperation
is especially the lack of information, the wrongperence and the
producer’s mentality. The low level of cooperatimnoriginated
from producer’'s mistrust. In addition, the negatasgperience of
cooperation forms existing before the end of comisturegime
prevent the spreading of new cooperation typesther cases, the
mistrust concerned the management of productionups,0
consequently the producers refused the cooperaBegond the
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increase in bargaining position, the cooperatios hsk-sharing
and cost reducing effect.

. Based on the study the private farms, lacking #&ources for
other incomes are still bound to animal husbandiye basic
motivation of private farms involved in animal haslry beyond
the obtaining of revenues is liking animals, mamtaaditions and
to continue family traditions.

. In case of the analysed farms has been verifiedathagricultural
companies the further decrease in livestock isexpectedNone
of the agricultural companies plan to stop animakbandry
activity or the cutback of their stocks. The loapseviously
obtained and the obligations committed can alsegmethe final
liguidation of animal husbandry.
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5. Theoretical / practical utilization of the resuts

The answers of the interviews verified that the petance of
Hungarian agricultural operators for EU accessiamehnot reached
the necessary level. The farmers were not predardtie intensifying
competition. The EU accession was clearly negatiesfaluated by
the respondents. Based on the results of the amdhes development
of professional organizations (Chamber of Agrictdtunetwork of
rural managers, groups of producers, product bdards
recommended. These organizations could providetefeeassistance
to be able to comply with legal requirements, tvaduce in tender
possibilities, and to reduce the administrativéiliaes of farmers.
The creation and operation of effective and acstale consultancy
network could promote the definition of competitistatus and
perspective of the farms in relation to developmdntcould be
contribute to facilitate the obtaining of loans atad increase the
number of successful tenders. In this way the @urithecreasing of
competitiveness and liquidation of livestock farmeould be avoided.

The activities of production groups shall be depetb and
“propagated”. In case of private farms the solutimould be the
enforcement of vertical and horizontal cooperati8y. production
groups the producers could become more creditdberefore the
producers could obtain capital more easily and c¢do¢ able to
implement the developments necessary for efficiprmdduction.
Consequently they will be able to product homogesemarketable
goods of high quality in order to improve the comifpen. Actually
these cooperations do not cover the vertical amizdéwtal product
path, but only certain phases of it. It is recomdezh to create
organizations of producers by sectors which cokernwhole volume,
l.e. creation of inter-professional organizations.

Based on as above, it is recommended to enforcepdiséion of

family farms, whilst the agricultural vision of thieuropean Union
considers relevant the activity of these operators.
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