
41Unia Europejska.pl Nr 2 (225) 2014

HUNGARIAN AGRICULTURE A DECADE 
AFTER EU ACCESSION: HOPES, 
FACTS AND LESSONS

Miklós Somai*

Spring 2014 is fully packed with expert meetings and 
conferences that are aimed at taking stock of Hungary’s 
experiences of its 10-year membership of the European 
Union (EU). The introduction of the Common Agricultural 
Policy (CAP) and the gradual application of its main sup-
port schemes for farmers are, beyond doubt, emerging as 
key issues of interest in the above-mentioned events. Apart 
from giving a short outline of pre-accession expectations 
and preparations, as well as putting the whole issue into 
historical context, our intention with this paper is to high-
light the main lessons learned from Hungarian experience 
in the agricultural sector during its first 10 years as an EU 
member; to display, first and foremost, how production 
and trade flows have changed and to explore the reasons 
behind these changes. By doing so, also some attention 
needs inevitably to be paid to pre-transition developments, 
as well as to the role of the hidden economy.  

Expectations and preparation

Based on Hungarian agriculture’s undeniable key 
strength as natural endowments – i.e. the size and qual-

ity of the arable land (excellent soil and topographic 
conditions) the amount and distribution of rainfall and 
the number of hours of sunshine during the vegetation 
period – significant trade surplus with both developed 
and developing countries, high level of production/tech-
nology standards and agronomic knowledge in market-
oriented farms, not only politicians but also professionals 
and even scientists had long expected serious results 
from the country’s European integration1. Expectations 
were high in two ways:

 � first, that CAP support would result in faster techno-
logical progress, hence in improving competitive-
ness;

 � second, that EU membership would bring about 
a stable regulatory framework for farmers whose 
level of subsidisation used to be very dependent on, 
hence fluctuating with the ever-changing economic 
conditions and political climate of the country.

As for the preparation process to membership, we 
only treat it in as much as it is a common belief that Hun-
garian agriculture was not sufficiently prepared for par-
ticipation in the Single Market by the time of EU acces-
sion. Part of the process was done correctly: e.g. the 
transposition of EU law into the national one. And the 
implementation of “training and development of human 
resource program” in the ministry and other public bod-
ies also progressed on schedule. Besides, already since 
1995, courses on EU policies were available at agricul-
tural high schools2. But other parts of the preparation 
process were not so much of a success: the establishment 

31 Despite failure to reach the status of a governing party, the 
Russian wing party “Harmony Center” has succeeded in capturing 
the majority in Riga City Council since 2009.

32 In 2014, only 20% of members of Latvia’s Parliament were 
parliamentarians who served in 2002. Out of six parties active in 
Parliament in 2002, no more than three were still active in 2014. 
Moreover, only one of them - the conservative Union of Greens 
and Farmers - did not change its structure.

33 With GDP of 23 billion euros (0.18% of EU-27 GDP) in 
2013 Latvia came fourth after Malta, Estonia and Cyprus in terms 
of smallness of economy among the entrants of 2004. 

34 There are a number of theories which help to shed some 
light on the dynamics of Latvia’s boom-and-bust experience; how-
ever, none of them can explain it completely. For sure, each coun-
try has its own particular, non-replicable political economy. Some 
scholars have applied the theory developed by Francisco Rivera-
Batiz in 2001 called “emerging market disease”. Basically, Rivera-
Batiz argues that capital liberalisation leads to a surge in foreign 
investment and economic boom, which ends in crisis and capital 
flight due to accumulated debt burden and expectations of cur-
rency devaluation. Other researchers point out to a phenomenon 
called “convergence play”, when a combination of real apprecia-
tion and declining long-term interest rates due to falling inflation 
and country risk premium leads to domestic consumption boom, 
severe overheating and repeated inflationary pressures.

35 The Nordic countries supplied 1.8 billion euros, the IMF – 
1.7 billion euros, the World Bank 400 million euros, the Czech 
Republic 200 million euros, and the European Bank for Recon-
struction and Development, Estonia, and Poland 100 million euros 
each. See “IMF Press Release” No. 08/332, 19 December 2008, 
available at https://www.imf.org/external/np/sec/pr/2008/pr08332.htm.

36 See Innovation Union Scoreboard 2014, DG Enterprise and 
Industry, European Commission, 2014.

37 Republic of Latvia: Selected issues, IMF Country Report  
No. 13/29, January 2013.

38 According to national census, between 2000 and 2011 the 
population of Latvia decreased by 13% (9% on account of emigra-
tion and 4% on account of demographic decline). Due to emigra-
tion Latvia has lost about 14% of its working-age population. About 
3/4 of adult emigrants were younger than 35 at the moment of their 
departure. See M. Hazans, “Emigration from Latvia: Recent trends 
and economic impact” (in:) Coping with emigration in Baltic and 
East European Countries, OECD, 2013, pp. 65-108.

39 M. Laar, ibidem, p. 248.
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and accreditation of certain institutions as well as the 
whole communication strategy aiming at enhancing the 
knowledge of farmers and of all stakeholders about the 
CAP were permeated with party politics, nepotism and 
corruption.

The worst case of what backlog in institution-building 
could cause came at the end of the first year of member-
ship. The setting up of the Agricultural and Rural Devel-
opment Agency (MVH in Hungarian) – the institution 
receiving and evaluating applications and paying out 
supports – got a huge delay which, in turn, caused delay 
in the establishment of the IT system and the recruitment 
and training of the staff. Thus, the MVH had long been 
struggling with great arrears in evaluating farmers’ appli-
cation and paying off support. As a result, by the end of 
the first year of EU membership (2004), Hungarian pro-
ducers got only HUF 10 billion out of the expected HUF 
76.3 billion under the SAPS, and HUF 50 billion out of 
the planned HUF 91 billion as national top-ups. The 
delay in paying out direct payments to farmers in 
2004/2005 caused serious liquidity problems and led to 
a three-week protest consisting of blocking the roads 
with over 1.500 tractors in Budapest3. 

The preparation for accession of the market partici-
pants were also well below the desirable level. Short-
comings stemmed from the delayed setting up of the 
required infrastructure (storage and cold storage facilities, 
transporting systems, etc.), the lagging behind technolo-

gies, the inefficient use of grasslands and orchards, etc. 
Co-operation between farmers like the establishment of 
Producer Organisations started too late and progressed at 
a very low pace. Consequently, the ability of Hungarian 
producers to respond to new opportunities and chal-
lenges related to EU membership turned out to be rather 
limited, at least on the short and medium run. 

Historical context

When evaluating the performance of the Hungarian 
agriculture during the last ten years, it is impossible to 
do so without placing it into a broader, historical con-
text. That is why in Figures 1-3 we display data since 
the early 1960s, the period when the political stabiliza-
tion following World War II and the 1956 crisis made it 
possible for agriculture to start a process of modernisa-
tion. The first 20-25 years can be regarded as a success 
story – with a growing rate of self-sufficiency of almost 
all temperate climate products and per capita export 
surplus ranking among the highest in the world4. Based 
on the large-scale production and the intelligent organ-
isation of the agrifood chain, the use of the most 
advanced technology available to the country at that 
time, and the protected market of the CMEA5, in the 
1970s and 1980s Hungary was able to produce twice 
the amount of food it needed6.  

Figure 1

Main indicators of Hungarian agriculture, 1960-2012

Source: KSH (web) – http://www.ksh.hu/docs/eng/xstadat/xstadat_long/h_omf001a.html 
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Figure 2

Production of main crops in Hungary, 1960-2012

Source: KSH (web) – http://www.ksh.hu/docs/eng/xstadat/xstadat_long/h_omf001b.html 

Figure 3

Livestock numbers in Hungary, 1960-2012

Source: KSH (web) – http://www.ksh.hu/docs/eng/xstadat/xstadat_long/h_omf001c.html
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But since the mid-1980s, the sources of extensive 
development dried up: growth first turned into stagna-
tion, then, with the systemic change of the early 1990s, 
into severe contraction. Without going into details, we 
can mention that elements of the failure included herit-
age of the past – as reforms had been slowing down since 
the mid-1980s – contraction of both export and internal 
markets, and political mistakes of the new elite denying 
everything that worked in the old system (property pat-
terns, subsidisation policy and vertical integration, etc.). 

Mistakes committed by governments in power during 
the pre-accession period – mistakes like to make entire 
product lines profitable artificially through subsidies 
while knowing that once in the EU, they would cease to 
be eligible to any such thing but exposed to very strong 
competition – and mistakes committed by the stakehold-
ers themselves – e.g. by not converting all subsidies into 
technological investments in order to reduce production 
cost until accession – so, all these mistakes have already 
been presented in various comprehensive scientific 
papers and lectures7. We only mention here that repre-
sentatives of uncompetitive sub-sectors (like dairy, pig 
and poultry farmers and processors; or sweet corn, 
cucumber, onion and tomato producers and processors) 
received most of the subsidies while potentially competi-
tive commodities received less than necessary support. 
Cereal farmers e.g. entered the EU with no sufficient stor-
age capacity and growers of fruit and vegetable crops 
with no efficient producer organisations, or sufficient 
greenhouse and irrigation facilities8. 

Despite of all mistakes and weaknesses, in the 
approximately 10-year period between the mid-1990s 
and the EU accession (in 2004), the Hungarian agricul-
ture has stopped declining, its situation has stabilised 
somewhat, and for some important products and product 
groups (like maize, oil seeds, poultry and vegetables) 
even some growth could be observed (see Figures 1, 2 
and 3). What is more, at the last moments before acces-
sion, the government significantly increased the frame-
work for investment aid, remembering that once in the 
EU, there would be much less room for supporting 
capacity building, as the structural component of the 
CAP giving support to farm investments would mostly be 
focused on qualitative development: as a result, a record 
amount of HUF 40.000 (~EUR 130) of net investment per 
hectare was recorded in 2003, a level that has never 
been matched since then9.

Within these circumstances, politicians as well as 
stakeholders were eagerly looking forward  EU member-
ship which would, as it was hoped, bring about stable 
regulation, guaranteed prices and huge subsidies as 
a final solution to the long lasting problems of the Hun-
garian agriculture stemming from lack of capital, lack of 
confidence, weak inclination to co-operation, and under-
developed post-production activities (like storage, wrap-
ping, transport, marketing, etc.). Unfortunately, hopes for 
stable regulation, guaranteed prices and huge subsidies 

only came true partly, and/or not at all, and/or much later 
than politicians had expected.

Production

What can be clearly seen in Figures 1, 2 and 3 is that 
since the EU accession, crop and livestock production 
have followed two different paths: the former continuing, 
even if at an observably higher level and with increased 
year-by-year volatility, its earlier trend of near-stagnation; 
the latter showing sharp decline. While crop production 
has been fluctuating between unprecedented peaks and 
valleys with a ratio of 1 to 1.4-1.5 (and for some particu-
lar species, like maize, with a ratio of 1 to more than 2), 
livestock production first went straight down and then 
(since 2010) has been stagnating at a level typical of the 
early 1960s (!). 

In terms of individual sub-sectors, there are winners 
and losers of the last ten years, although the number of 
the latter is several times larger than that of the former 
(see Figure 4). Among winners and relative winners, one 
can find those types of production (like arable crops and 
grazing) which, because of their key role in land use, had 
traditionally been amongst the most generously support-
ed ones – even in this limited and distorted version of the 
CAP in which it was introduced in Hungary. These prod-
ucts partly overlap with those few items (like oilseed or 
mutton) for which the EU is not yet self-sufficient. Unfor-
tunately, losers’ list is much longer: in ascending order of 
the size of the decline, we have such sub-sectors as milk, 
eggs, vegetables, pigs, grapes and sugar beet. As for the 
reasons behind, we will discuss them later in this paper. 
Here we only make some remarks. 

Well before EU accession, experts, among them those 
of the Research Institute of Agricultural Economics (AKI  
in Hungarian), the background institute of the Ministry of 
Agriculture, warned, in various publications, about the 
risks arising from the revealed competitive disadvantage 
of certain animal sub-sectors (mainly poultry and pig). If 
the poultry sector still appears resistant, this can be attrib-
uted to changes in consumer tastes, differences in price 
(chicken-meat being a bit cheaper compared to pork), 
and the fact that poultry farming happens to be a lot less 
expensive and complicated activity than pig fattening. 
But what the experts did not foresee was the significant 
decrease in vegetable production. And what called for 
the formation of a parliamentary special committee, in 
2012, was the quasi disappearance of the Hungarian 
sugar industry10. Last but not least we have to add that 
quantitative data on viticulture are not good enough to 
describe the state of the sector; it is most encouraging 
that in recent years a lot of efforts have been undertaken 
to move further towards quality wine production11.

Placing the output performance of the Hungarian 
agriculture into a wider international context, it can 
open the door to a lot of different interpretations. At the 
conferences and other events celebrating the 10-year 



45Unia Europejska.pl Nr 2 (225) 2014

Figure 4

Changing performances: 3-year average of 2010-2012 compared to 2001-2003

Source: KSH (web) – http://www.ksh.hu/agriculture?lang=en

Table 1

Output of the agricultural industry: Production value at basic price (€ million)

 2002-04 
3-year av.

2005-07  
3-year av.

2008-10  
3-year av.

2011-13  
3-year av.

2005-07/
2002-04

2008-10/
2002-04

2011-13/
2002-04

in %

EU-27 337 704 335 661 362 347  403 282 99.4 107.3 119.4

EU-15 292 001 286 598 303 041  336 947 98.1 103.8 115.4

Hungary 6 036 6 264 6 791 7 824 103.8 112.5 129.6

EU-7 22 164 25 647 30 492 36 322 115.7 137.6 163.9

Poland 14 029 16 197 20 010 23 352 115.5 142.6 166.5

Czech Rep. 3 226 3 634 4 039 4 913 112.6 125.2 152.3

Lithuania 1 250 1 772 2 070 2 852 141.8 165.7 228.2

Slovakia 1 676 1 723 1 953 2 313 102.8 116.5 138.0

Slovenia 1 075 1 087 1 116 1 185 101.1 103.8 110.2

Estonia 450 604 635 863 134.2 141.1 191.7

Latvia 458 631 670 845 137.8 146.3 184.4

Romania 13 267 13 002 17 187 17 106 98.0 129.6 128.9

Bulgaria 3 462 3 382 4 042 4 233 97.7 116.8 122.3

Notes: Output of the agricultural industry is made up of the sum of the output of agricultural products, agricultural services and of 
the goods and services produced in inseparable non-agricultural secondary activities. The basic price is defined as the price received 
by the producer, after deduction of all taxes on products but including all subsidies on products. 

av. – average;

EU-7 – the seven new Member States having joined the EU in 2004 except for Hungary, Malta and Cyprus.

Source: Eurostat.
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anniversary of the Eastern enlargement we have already 
mentioned in the Introduction, representatives of the 
government do proudly point out that Hungarian agri-
culture grew faster than the European average. Howev-
er, if we take a closer look at the available data of the 
last twelve years, a slightly more nuanced picture 
emerges. In Table 1, we divided the examined period 
into four equal (3-year) parts, taken the first one (2002-
2004) as the basis and comparing the others to it12. If it 
is true that indices for Hungary are higher than those for 
the EU-27 or the old member states (EU-15), especially 
towards the end of the scrutinised period. Such com-
parison is, however, severely biased by the fact that 
data includes all subsidies on products. And, while such 
support more than tripled for the Hungarian farmers, it 
remained constant for their homologues in the old EU 
member states. So, it is to be suspected that without this 
inevitable bias, the Hungarian indices would be sub-
stantially closer to the average. 

Much more reliable conclusions can be drawn if we 
compare Hungary’s data to those of the other new mem-
bers of the EU. If we exclude Cyprus and Malta, and of 
course Hungary, the agricultural output of the rest of the 
group joining the EU in 2004 (EU-7) grew, on average and 
depending on the selected time period, twice to four times 
faster than that of Hungary (see Table 1). Out of the EU-7, 
there is only one country, the smallish Slovenia, which has 
got worse results than Hungary. But its agriculture had, at 
the moment of EU accession, undoubtedly been at the 
highest level within group of the candidate countries; this 
is not quite by chance that its per hectare direct payment 
level, a mirror of historical production patterns, happens to 
be not only above both new and old member states’ aver-
age, but also above that of France and Germany13. Also, 
out of all new member states with a communist past, Slo-
venia is by now the only one to have adopted the Single 
Payment Scheme (SPS) regime starting in 2007; so, in this 
element of the CAP, it is Slovene farmers – and them alone 
in our region – who have since then been getting access to 

direct payments on entirely equal footing with their col-
leagues from EU-1514. Just to make things more interest-
ing, also included are in the table data for Romania and 
Bulgaria. Obviously, in spite of the more-than-three-year 
time lag vis-à-vis the group of 2004 enlargement round 
these two countries entered the EU, their performance is 
quite comparable to Hungary’s.

Trade

As already mentioned, the Hungarian agriculture was 
not fully prepared to exploit the benefits of the single 
market at the moment of EU accession, which is also 
confirmed by what can be seen from Table 1. Apparent-
ly, some years were to elapse before the sector could 
move into a higher gear. No wonder, the same story 
emerges from the trade statistics. In the first 2-3 years of 
membership, imports from both the old and new member 
states rose much faster than exports. Although, this phe-
nomenon was not quite unique to Hungary’s post-acces-
sion development – as other new member states, with the 
notable exception of Poland, also experienced a sharp 
deterioration in their agrifood trade balance with the 
EU-1515 – the case of Hungary is, however, special as it 
involved a deterioration of the trade balance with the 
new members, at least with the most important ones, too 
(see Table 2). While the trade surplus with the EU-15 
declined to one-third of what it was in the early 2000s, 
the former trade surplus with the Visegrád countries 
turned into deficit; and with Poland into a growing one. 

Things only started to get better from 2007 on and this 
happened in two waves: first, in 2007/2008 when – 
thanks to Romania’s entering the EU and Hungary’s 
improving export performances in EU-15 markets – trade 
balance with the EU as a whole climbed back to its pre-
accession level; second, from 2010/2011 on, with the 
advent of an overall net improvement in Hungary’s posi-
tion (vis-à-vis almost all its trading partners) and a dou-

Table 2

Hungary’s agrifood trade in 2000-2013 (HS 1-24) (€ million)

Balance with: 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Czech Rep. 53 42 46 37 -8 -2 33 25 -1 11 38 97 98 95

Poland 59 18 29 1 -41 -164 -211 -159 -180 -223 -256 -185 -180 -182

Slovakia 10 23 0 0 -38 -32 2 -16 85 83 268 490 317 159

V3 122 83 75 38 -88 -198 -176 -150 -95 -130 50 402 235 72

Romania 115 173 105 183 143 128 145 481 729 628 650 622 769 666

EU-12 381 418 318 334 190 59 80 520 876 647 850 1 219 1 246 985

EU-15 633 768 724 684 472 260 241 590 341 520 550 698 1 490 1 650

EU-27 1 014 1 186 1 042 1 017 662 319 321 1 111 1 217 1 167 1 400 1 917 2 736 2 635

Source: Eurostat – DS-045409-EU27 Trade Since 1988 by HS2, 4, 6 and CN8 – http://epp.eurostat.ec.europa.eu; V3 = V4 – Hungary 
= CZ+PL+SK (V4 = Visegrád countries: Poland, Slovakia, the Czech Republic and Hungary).
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bling surplus. Only, the deficit against Poland, ranging 
between EUR 150-250 million yearly, failed to be 
reversed. It is all the more striking because it reminds us 
that Hungary had not only lagged behind Poland in the 
field of preparation for EU accession, but also that the 
Polish agriculture is continuously performing better than 
the Hungarian one both in terms of adaptation of the 
CAP and the use of its resources. And for sure, unlike 
with Germany or the Netherlands, in the case of Poland 
the deterioration of the Hungarian trade balance had 
nothing to do with trade diversion, i.e. the shifting of 
imports of tropical products (e.g. coffee, tea or other 
fruits) to European ports like Hamburg or Rotterdam. The 
Polish surplus consists mainly of semi-processed food 
(e.g. meat, dairy products or preparation of cereals) hav-
ing a lasting competitive advantage over the correspond-
ing Hungarian products16.     

The fact that during the first years of membership, in 
Hungary’s agrifood trade with the EU, imports had been 
growing much faster than exports, involved that EU’s 
share in Hungary’s imports had as quickly as in 2004 
raised above 80%, and has been stagnating at around 
90% since 2005, while its share in exports reached 80% 
only in 2007 and has been stagnating between 80 and 
85% since then. As for this intra-EU part of the Hungarian 
agrifood trade, both exports and imports are highly and 
increasingly concentrated, and not only by country but 
also by product group. In the period of 2010-2012, 65% 
of the exports went to the top-5 destinations (i.e. to Ger-
many, Romania, Slovakia, Italy and Austria), and 67% of 
the imports came from the top-5 partners (i.e. from Ger-
many, Poland, the Netherlands, Slovakia and Austria). As 
for the evolution of trade structure, EU membership had 
clearly bigger impact on the exports – with growing share 
for cereals and oilseeds (all stuffed with CAP support) and 
lowering one for meat or fruits and vegetables – than on 
the imports, with no major changes among the main 
product groups. The top-5 export product groups con-
sisted of cereals, meat and edible meat offal, oilseeds and 
oleaginous food, residues from the food industry and 
preparations of vegetables and fruits. Imports were main-
ly made up of residues from the food industry, meat and 
edible meat offal, dairy products, miscellaneous edible 
preparations and preparation of cereals. What has not 
changed too much since EU accession is that the Hun-
garian agrifood exports consists for more than 40% of 
raw materials, which together with the group of semi-
processed products, mounts to around 60-65%. On the 
other hand, in the country’s food imports, the share of 
highly processed products is still over 50%, which 
together with the group of semi-processed products 
mounts to between 75-80%17. 

Reasons behind

When assessing the whys of the above described pro-
duction and trade patterns, we must make a clear distinc-
tion between those circumstances that affected the other 

countries of the region in the same way as Hungary and 
those which resulted from the specific development of 
the country. As for the latter, there are three points that 
are worth to be mentioned:

 � first, the application of a ten-year transitional period 
in the new member states with gradual phasing-in of 
direct payments – the main instrument of the CAP – 
for their farmers, but provisions for an immediate and 
reciprocal market opening at the moment of enlarge-
ment, as set out in accession treaties at the 
Copenhagen Summit in December 2002; a combina-
tion never seen before18. This arrangement put farm-
ers of the new member states practically on unequal 
foot with their homologues of the old ones during the 
first years of membership, 

 � second, there was this extraordinary CAP reform in 
2003, so just before the Eastern enlargement took 
place and in the elaboration of which the new mem-
bers had no say. The central element of the reform 
was the introduction of the Single Payment Scheme, 
a support replacing all then-existing direct payments 
provided to farmers on different grounds. This SPS 
has to be paid out to each farm in lump sums, calcu-
lated as an average of support they received between 
2000 and 2002. The new EU members were given an 
opportunity to apply a simplified area-based system 
(SAPS), first introduced for three years but later post-
poned in several steps until 2020. In practice, there 
are two different systems in force in the EU: one for 
the old member states, with more room to differenti-
ate the support by farm or by region, and one for the 
new member states – except for Slovenia and Malta 
– where such possibility is nonexistent; 

 � third, in any case when normative CAP rules would be 
“too” beneficial to some of the new member states, the 
old ones act immediately and change the rule. 
Already, in preparing the 2003 CAP reform, the 
Commission – for fear coupled direct payments would 
attract the conversion of more arable land into rye 
area and/or encourage a shift from potatoes to rye in 
the new member states (especially in Poland) – pro-
posed the abolition of the rye intervention19. Similarly, 
soon after the enlargement when, thanks to successive 
good harvests, the European intervention stock of 
maize increased to 40% of that of cereals (and of 
which 93% were stored in Hungary), the Commission 
did not waited for a long time but proposed to end 
public intervention for maize20. Hungarian farmers 
were pointed at and blamed for having an interest in 
selling into intervention rather than trying to export21. 
So, there was no question whether or not giving them 
time to adapt to their new environment. 

Before getting on to the specialties of the Hungarian 
agriculture one general remark must be made: there was 
a basic feature of the Hungarian transition process that 
made the difference with its main rivals: in no other can-
didate country had there been so much struggle against 
a functioning sector of the economy in order to redistrib-
ute its capital goods, subsidies, political power and other 
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Now, as for the specialities of the Hungarian case, the 
reasons that are behind our agricultural development 
within the EU, we can put forward the following:

 � the competitiveness of the Hungarian livestock pro-
duction has never been so high. Our natural endow-
ments (lack of enough rainfall, hence lack of enough 
pastures and meadows) put us at a competitive disad-
vantage against our neighbours or the Western 

European countries. In pre-transition times, the low 
profitability (or even the deficit) of the animal hus-
bandry had long been hidden (and cross-financed) 
from the excellent profit of the auxiliary activities of 
the co-operatives24. Then, the shock of the transition 
and the EU accession ran, in two waves, down the 
sector to its competitive core what it is today. Since 
the EU accession alone, nearly four thousand com-

positions of influence than in Hungary22. Privatization, 
restitution (of lands to former owners) and land laws 
(restricting land ownership to domestic physical persons) 

destroyed the confidence in the countryside, increased 
instability in land ownership, led to irresponsible land 
use and inhibited long-term investments23. 

Figure 5

Cumulative real GDP growths since 2001 (in volume)

Source: Eurostat.

Table 3

Annual per capita food consumption in Hungary

(kg) Meat Fish Milk Eggs Fats Flour & 
rice

Pota-
toes

Sugar & 
honey

Fruits 
& vege-
tables

Other 
plant 
prod.

Total

1980s (A) 76.2 2.4 183.6 18.7 35.0 111.5 56.1 37.2 154.5 4.0 679.0

2011 (B) 55.8 3.6 152.3 12.6 34.4 84.9 63.5 28.4 177.9 4.1 617.5

A/B 137% 66% 121% 148% 102% 131% 88% 131% 87% 98% 110%

B/A 73% 151% 83% 68% 98% 76% 113% 76% 115% 103% 91%

Source: KSH, http://www.ksh.hu/docs/hun/xstadat/xstadat_hosszu/elm14.html; 1980s = decade average.
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mercial livestock farms have shut up shop in Hungary. 
And still exists the problem of low profitability, espe-
cially for pig and poultry breeding, the latter showing 
much better ability to react to market changes than 
the former;   

 � unfortunately, the decline of the animal sector has 
serious consequences for the whole sector. As the 
total number of livestock units in Hungary dropped 
to less than half of what it was in the mid-1980s25, 
the lack of enough natural manure makes it more and 
more difficult to improve the quality of the soils and 
hereby indirectly fighting against drought26;

 � naturally, the state and the performance of the 
Hungarian agriculture cannot be separated from the 
broader context of the Hungarian economy. As, after 
2006, Hungary detached itself from the regional 
mainstream and has since then followed a much 
slower path of development than most of its partners 
in Central Europe (see Figure 5), the domestic market 
for agrifood products has also sharply narrowed. In 
2011, per capita food consumption was one tenth 
less than in the 1980s (see Table 3). Consumption 
decline was most dramatic in animal products, staple 
food (except for potatoes) and sugar, while major 
improvement occurred only for such foodstuffs (e.g. 
fish or fruits and vegetables) for which much of the 
increase was supposed to come from imports (e.g. 
tropical products);   

 � another factor which, in the course of the time, 
proved to become a further limitation of possibilities 
for agriculture, was the hasted privatisation of the 
food industry in the 1990s. It has happened in two 
rounds – first the luxuries (sugar, tobacco, beverages 
and confectionary), then the heavy artillery (cereal, 
milk, meat) – at a time when Hungary was still at the 
forefront of the transition process in the region. As 
the Hungarian Parliament had, at that time, been 
busy with weakening the old co-operatives, the farm-
ers were not able to adequately participate in the 
privatisation, and more than half of the food industry, 
also entire segments of it, fell into the hands of for-
eign investors27. Later on, as institutions of market 
economy have been gradually developed in the 
neighbouring countries, the regionally thinking new 
foreign owners of the Hungarian food industry started 
to rationalise (i.e. relocate) their production geo-
graphically28;

 � at last but certainly not at least, we have to mention 
the problem of hidden (or black) economy. Its share 
in the agriculture and the food industry is estimated 
to be at between 20 and 30%. Relatively high tax 
burden, weak legal security and mass unemployment 
represents ideal environment for the hidden econo-
my in today’s Hungary. The complex and discrimina-
tory tax system creates motivation primarily for the 
small businesses to engage in tax evasion. But in this 
way, indirectly, larger businesses are also involved. 
High level of tax evasion in agrifood economy is 
most harmful as it impedes integration, retards con-

centration, reduces transparency and discourages 
farmers to form producer organisations29.

Instead of conclusions

No sector of the economy can cut itself off from its 
broader social and economic surroundings and develop-
ments. A combination of inexperience, greed, stupidity 
and corruption of the new elite resulted in what Hungary 
is now: a stagnating economy with low or limited growth 
prospects where there is much more losers than winners 
of both the transition process towards a market economy 
and the ten-year membership within the European 
Union. 

The agriculture also went mainstream. The number of 
the farms has been halved since 2000. The sector is 
becoming more and more specialised and focusing on 
field crops (mainly wheat, maize, sunflower and colza), 
while switching away from livestock breeding or other 
similarly labour-intensive activity like the production of 
certain vegetables, which gradually shrinking and/or 
stagnating at a very low level. CAP subsidies helped to 
improve productivity and profitability but Hungarian 
agriculture’s per hectare and per worker indicators are 
still very far from those of its main competitors in West-
ern Europe, and also partly beyond those of Poland. 
A significant part of CAP direct payments landed in land-
lords pockets in form of rent30. Nevertheless, farmers 
made good use of the rest of their grants as net invest-
ment has in almost each year been positive. Most of rural 
development money served the interests of either the big 
commercial farms (as winners), or the agricultural 
machinery dealers (as suppliers), or the professional ten-
der writers. In the absence of both sufficient information 
and an adequate information technology background, 
smaller farms had no chance to win31. So, the present 
development path of the Hungarian agriculture will cer-
tainly neither boost employment, nor bring prosperity for 
many. One can only hope that generous CAP support 
will at least be sufficient to prevent the sector from being 
further distanced by its main rivals.  
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