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AGRICULFURAL POLICY IN HUNGARY

by Béla CSENDES
director-general

Research Institute for Agricultural Economics
Budepest, Hungary

1. A historical retrospect

Prior to World War II the obsolete land-tenure system
inherited from feudalism preserved Hungarian agriculture
on a low level. For the peasantry there was no solution but
the repartition of land. The 1945 redistiribution of land
cleared the way for the growth of agricultural production
and for the peasantry’s rise.

Some years later, however, socialist transformation has
almost overnight come to the fore. The then central politic-
al leadership copied the model which had sc far historically
been come to existence: to accomplish the large-scale
reorgenisation as soon as possible by coercion, with blowing
vital conditions of peasant life to pieces, through compul-
gory delivery, etc. The acute political and social conflicts
ensuing before long resulted in the dissolution of part °£
the farmers’ cooperatives, firgt in 1953, later on in 195°.

After 1956 the Hungarian Socialist Workers®’ Party broke
radically away from past mistakes and drew up a new agri-
oultural policy. Compulsory delivery was abolished, most
administrative regulations which had hemstrung production
were discontinued, a new procurement system based on free
product-marketing as well as new price-, tax~ and oredit
formula were developed. The new agricultural policy has
oreated producers’ security and s{imuleted individunal
farmers to inorease their production, Persistent and atten-
tive efforts have been set off to make existing farmers’
cooperatives into exemplary and up~to-date farms.

The new agricultural policy leaning on new cooperative
forms attracting peasants /improvement in household farming
capacities, institutionalising of co-operative democracy,
poseibilities for a more flexible internal or%anisational
and management systenm, pgyﬂent of lend rent,etc./ led soon,

.8. between 1958 and 1961 to the pocialist transformation
g agrio:lture in such a way that production has throughout
creased,
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The co~operative model thus established has created a
large-scale farm system capable to adopt most modern techniques
on a high level and has also created the conditions for an
Mtorcst;dneu in family- and individual work within this
framework.

The established co-operative model had been initiamted in
the "Theses on Agrioultural Polioy" of 1957 proclaiming the
new agricultural policy, but it has, after all, continued
being developed and modernised in the course of socialist
tmd sformation. In forming the model great role has been play-
ed by

~ the prinoiple of voluntarity /of joining to cooperatives/

observed during the transformation;

-~ the graduality oonsidering pre-conditions /various kinds
of cooperatives have been formed/;

~'a proper class-alliance polioy bétween workers and
peasants;

- assuring co-—operative democracy /the established co-
—operatives themselves have elected their top managers
and all important issues concernming the co-operative
have been decided upon by the co-operative assembly/;

- the social security measures /retirement benefits, -
health insurance scheme/ taken carefully and in good

time; s
= the up-to-date methods of state subsidies.
The co-operative autonomy has ually taken world and

shape since the publication of the Theses on Agricultural
Polioy. Its first big step has been marked by the abolishment
of compulsory delivery. The compulsory delivery iteelf had not
been brought into existence for economic reasons but for
political ones, moreover taking individual peasants rather
than cooperatives into consideration. Economic regulations
and abandonment of breaking down central plans to farmers’ co-
operatives were started with abolishing compulsory delivery.

The next measure of great importance was the discont-
inuation of state monopoly of the ownership of large machines.
This was the refleotion of the perception, that without having
at its dipposal one of the important factors of production,
the co-operative production would be at a disadvantage.

The new and diversified forms of income diegtribution
ultimately leading to the dimcontinuing of the working-day
unit system have come into being as a result of an initiative
or "pressure” from the ground up. The Hungarian political
leadership deserves credit for having initially tolerated the
new forms, later on, satisfying iteelf that these were
ad:antag;ous, having supported, encouraged and made them
universal.




- 94 =

Iikewise, home-plot farming had begun within striotly
specified limits with an authority from "higher-up", which has
later on developed through the otioal efforts of the oo0-
operatives’ members, being finally institutionalized benefit-
ting both co-operatives, members and the national economy.

The above mentioned - and some other new — phenomena
gained, however, their olarified role, institutionalised form
and theoretical recognition indeed wi%hin the framework of the
reform of the management system for the economy as a whole in
the mid sixties. The reform of the economic management system
drew freely upon the practical experiences which had been

thered in agriculture since 1957, at the same time the reform
od also farmers' co-operatives to further and important
conclusions.

The most comprehensive conolusions were the followings;

- central production mansgement /control/ system needs to
be decentralised;

- edminigtrative interference in management has to be
gtopped;

- enterprise autonomy needs strengthening.

A1l these have expedited removing the difficulties of
independent large-scale co-operative management.

The cessation of state-— and local authorities’ role in
management supervision in all important economic fields have
been of benefit to the internal organisation of co-operatives
and to their contacts with state authorities and companies.

The principle of equal rights was declared, according to
which in both economic and legal ties between co—-operatives
and state companies equal rights should every-where consis-
tently prevail.

Co-operative property became wider, in 967 a bill was
passed creating co-operative land-property. Previously,
farmers’ co-operatives were permitted to farm only on either
gtate land or on land owned by its individual members.

All restrictions, which had previously hampered <the
marketing, processing end servicing activities of co-operat-
ives, were lifted. Complementary activities in food proceseing,
transport, servicing and to a certain extent - industry could
be freely pursued.

Independent enterprise-like farming resulted in the
transformation of the internal organization, eys'l:em7 of
operation, labour and income of the co-operatives, /From this
time onwards, notions such as: profit, cost, amortigzation,
wage~, working capital and guarantee funds were acoegted.
Guaranteed oash wages - which had already been introduced.by
several co-operatives - received official recognition and
gteps were taken to build up the conditions for the change-
over.

e
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Rises in producers’ prices and oancellation of co-
operative debts assisted in ganerating the material funds for
an independent co-operative management,

Society recogniged co~operative autonomy also by
establishing corporate organe, i.e, the National Council of
Producers’ Co-~operatives and ite regional federations.

In some years an income parity of blue and white collars
as well as co—operative peasantry has been attained. The
system of sick-~pay, pensione and other social allowances of
co~operative members became identical with that of other
members of society.

The importance of all this in the upswing of co-operative
farming was outstending, having opened up the way towards a
new thinking, dynamism and initiative, which are important
indeed for social progress. Ties between co-operative and its
members were strengthened, the way to a further development
in co-operative democracy was paved, joining the material~
technical development in creating the quiock expansion of both
production and management of farmers’ co-operatives.

It was due to this, that the Hungarien agriculture
harvnezgd 15 and a hglf million metric tonnes of grain against
the 1990 harvest of 6,6 million tone, only 25 years ago.
During the same perio& livestook pro&nction /in live equiva-
lent/ increased from 1 to 2,2 million tons. Meanwhile agri-
cultural land has diminished by thousand hectares, the
number of bread-winners living off agrioculture has decreased
by 800 thousand., All this was upset by an enormous material-
techniocal development.

Between 1960-1985 tractor-power /in ¥W/ grew fivefolad,
the use of fertilisers nearly eightfold and.agrioulture’s
energy use tenfold. The resulta of Hungarian agriculture
- and within it: farmers’ co-operatives - won a good reputat-
ion both at home and abroad,

In recent years, however, the excellent performance of
agriculture and farmers’ co-operatives have been followed by
some emerging problems. Advance slowed down, and under the
ever more diffioult conditions a part of the farmers’ co-
operatives accumulated managerial temsions.

The growth-potential of domestic markets lessened,
overproduction and protectionism on foreign markets led to
a significant and lasting fall in prices, A further
improvement in the efficiency of production, in production
structure and product quality, in closer observance of
market demand as well as in adjustment potential of farms,
became a pressing task brooking no delay.

The whole of the Hun%arian agriculture’s develogment up
to now has proved, that it would also be able to meet new,
higher requirements. This, however, calls for a remewal in
a good number of fields.

——

[
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2. The exploitation of our agricultural ‘sndovwnents 'demands
g wellbalanced development policy

Climate, fertile land and biological potential, mosily
lending themgelves to agricultural production, take a key-
pogition in our natural wealth. Agriculture commands both
gtrong intellectual resources and material funds. In the
foreseable future the Hungarian agriculture will not be able

to give up exploiting as much as possible this endowzent for
the oduotTon 6F BErioultural raw EAterials and Tor thAe
: Bessﬁ T thee® at the Nlgnest pPOBBLDLG stagd. bDesides
pJ ro! ceaﬁg agricu pT 8 : 8 to strive
for an incresmed utilization of agricultural raw materials

agricultural end food by-products included/ by the various
branches of the domestic industry. =

The strategy aiming at a further production augmentatiomn,
however, cannot possibly meen immunigzing agriculture against
the market’s production-regulating effects. Selectivig of
development policies will have to replace pr 8 q ative
THicrease as the prevailing factor in production-policy.
Production should grow in thoee branches and fields only, that
oither are or may be made into internationally competitive
ones in the long run.

Stability is en essential condition of the development of
agricultural eoonomx. It is rather difficult to reconcile

conservation of productive and marketing security with the
need for sgriculture and 100 ug [ ust themselves as
goon as possible to the lasting trends /and as far as it is

possible to the shorter—term ones, too/ .on foreign markets.
This adjustment has to ocour simultaneously with meeting
steadily domestic needs.

Perspective production-gecurity may be served by a
strengthened state guarantee on the marketing of most import-
ant agricultural 'progﬁc"ﬁ, Teanwhile market adJjustment may be
served by a closer link between supply and demand as far as
high—quality, special products go. Eiﬁi ‘guarantees in
practical economic policy have even so far proved to be effi-
cient, though this has happened in an unforegeable way, not
without a hitch or some delays. These guarantees will have to
be made more reliable, perceptidle, to be reckoned with even
in the long run.

A most meaningful result of agricultural policy is the
abgolute and relative improvement in foultural incomes
Whioh has been achieved over a long per%oa . Solie unfavouraple
trends, however, evolved in the first half of the eighties.
The disparity between the net income content of agricultural
and industrial branches keepe growing, and neither changes in
world-market prices nor differences in efficiency cemnot fully
be blemed for this. Agriculture’s share in investments keeps
declining. Average wages in farmers’ co-operatives have in
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recent years lagged behind those in industry /e.g. by 14 %
in 1985/. All this is pressing for a resolute fulfilwent of
agriovlturel policy’s objectives on agrlcultaral YHG0

fnése objectives chio iave t0 be based

on an updating of agrioultural production-structure and on a
conglderable bettering of its efficiency.

40 % of Hungarian families earn an income from large- or
small-scale agrioultural productiocn, while a further 20 %
pursues an agricultural activity which cannot be claseifisd as
gsmgll~-goale production, though being comsiderable for family
inoome purposes.

20 % of the working-age population is employed in agri-
oultural production and at activities organised large-scale
farms, More-~ over agriculture is realising the reserve labour—
force in various strata of the population,which may not other-
wise be utilised. It has a considerable role in originatin%
gources of livelihood for the population, chiefly in rura
areas.

Improvements in competitiveness and attaining s higher
efficiency in large-scale farms call for the further increase
in labour-productivity. Fair chances of success are enbanced
By the Eive)I:'oW’c“'o'!Lco-opemtion and division of labour
between large- and small- scale production as well as by res-
haping farm management system and streamlinig of oclerical
work, The on-the-gpot employment of lebour—-force releamsed from
agricultural production has to be promoted by integrating the
large-scale farms’ industrial, construotion and servicing

activities in the framework of industrial and settlement
development polioy,

3. Improvement of competitiveness

Ag in the national economy as a whole, the adjustment of
production~ and input-structure to changed conditicnse is a
bagic requirement in agriculture, too.

In the agrioultural produotion-struocture the development
of the "¢ g ches and meat production/ is of
decisive importance. Subsequent increases in performances,
improvements in composition, quality and efficiency wiil have
to be assisted further on, in order to keep pace with the
scientifical~-technical progress materializing in countries
top-ranking in this field. Reducing or eliminating our back-
wardness against the highest internationgl standards in
livestock breeding is particularly urgent.

The meeting of domestic demand, the axploitation of
occasional openings in world markets, the lessening of

marketing riske, all speak for keeping up a multifarious
8, 1cu1ture.t1'he output of prodlo 'ils' preu&ﬁ Produced in
'%11._5 quanti

ies only, though having a good marketing potential
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and market-access ogpablility /seeds, some fruit- and vegetables.
small animals, etc./ neede to be deliberately encouraged.
Agriocultural small-scale producers and enterpremeurs will

have to be stimulated even more regolutedly in order to have
them produce all those products, which were not profitable at
large-gcale farms employing actual technologies.

Food cessing has a major chance of success, This is
not a @ere a?ﬁc'i, %t is also a must, for the food processing
industry’s backward technological level will before long curb
the growth 'of agriocultural production. It is with better-
guality and better-packaged products, that we mEay make our
agricultural export profitable, Local processing of agri-
cultural produce and products at large-scale farms deserves
enoouragement, cutting proocessing cogts and losses, improving
quality and widening the assortment. Ties between agricultural
production and food processing nesd to be fastened; by
creating the material-technical conditions for processing at
large-scale farms on the one hand and by shaping the joint
interest of both agrioultural proancers and food proocessing
companies, on the other.

The key issue of competitiveness is the isprovement of
efficiency, which has to be promoted and strﬁﬁm—'ﬂ'
Agrio and developed in food processing. The path
leading to this is the scientifical-techniocal gs, out
of which highest atténtion has 0 be paid 0 & Eﬁgr
utilisation of inputs, to lessen oapital-requirements, to
improve the quality of the producte. Since the availability
of the necessary resources will be limited in aoming years,
the promising ways and means of further development of the
gystem of organisation and intereastedness /e.g. breaking up
large food processing and commeroial trusts and ocompanies
setting up independent companies, namely increasing the
companies’ independence./ Will have to be followed according
to experiences gathered so far, progress might considerably
be sped up through mobilising al suchlike reserves.

4, In the leng-run agrioultural development must rely
upon more seotors

The co-eximtence of colleotive-work based large-scale
farming and individual /2amiliy/ work based small-scale
farming in the period of buiding of gocialism is not a
temp: concession, but a long-term strategic principle,
The development therefore may rely upon the farmers’ co-
operatives, the state farms, the simpler co-operatives of
various forms, the large-scale farms and upon the small-scale
production st%aohod o the general oonsumers’ and marketing
co—-operatives respectively. In some fields private small-
socale production needs to be offered possibilities exceeding
the present ones.

—
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Efficient large-scale produstion must further be gtrengt-
hened, bringing about at the same time the technical and
organigational background to both small-pcale production and
various forms of enterprises. The large-soale farm im
interested in improving the effioisncy of collective work and
in inoreasing its output, moreover the large-soale farm will
find expedient to txploi% thope production means and
capabilities which cann07 be utiliszed with proper profitability
by other ways and means /contractual forms, leasing, etec./.

Small-scale production must continously be stimulated,
its provieion of means of production and the marksting of its
products wust be taken care of. While integrating small-scale
farming a ocompetition between large-scale farms and consumers®
and merketing co-operatives has to be developed ams Boon as
possible, The setting-up of a professional, ocorporate organ of
the small-goale farmers seems to be neceapary.

5. Updating of the co-operative model

There are three co-operative forms to be found in our
agrioulture: the farmers’ co-operative, the specislised oo~
operative and the specialised agriocultural group.

It is oharacteristic of the farmers’ group preovalence
7hat the co-operatives’share in commodity marketing is 93 #
inoluding the commodities marketed through co-operatives but
produced by household plots and :}her small-scale producers
integrated into large-scale farms/, The development of farmers’
co-operative up till now proves, that they are capable to meet
new and higher requiremente, too.

To-day’s farmers oo-operatives are complex companies,
combining a 1m€%ﬁ-ﬁl,_aarvicm end commercial
units, complemented by small farms integrated into the co-—
operative, The company has continously been develoging /its
eoonomy of scale, its techniocal level, its independence/, but
the members’ proprietory position has weakened, taking leas
part in collective work, The activities of corporate bodies
is often formal., The members employee position has come to
fore, this having had a considerable role in produotion
increase, at least untill the real value of incomee could be
mcreaae&. This phenomenon, however, went hand in hand with
a dwindling interest in means-saving management, with the
spreading ot methods of wage-regulations alien to oco-
operatives and finally with low level of employment.

The specialised co-operatives uphold the interest of
individug propprIﬂBra'ﬂLp while Torming their collective
farming, though, resulting from the economic policy, most

of them had previously been transformed into farmers’ co-
operatives.,

The specialised lcultural groups’ vitality estab-
lighed u%mrﬁa&m of the consumers’
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co-operatives has been proved by their having gpread by now
also in farmers’ co-operatives and by emerging aleo in
industrial and servicing sotivities.

The chief tendenoies of updating cooperative forms are:

o/ The pertioular and co~operative characteristics of the
co—operative property must be regtored, Conseguently the co-
operative farming’s autonomy and the rietary attachient of

ad p meliberT

In farmers' co-operatives opting for en internal
institutional decentralisation / :ﬁf’ enterprise~groups/ as a
meens for modernisation, the "reunification” of hierarghies
on work-organisation and self-government seem to be the wmost
adequate. Conversely for those oco-operatives maintaining the
ditional work-organisation -ndn?ierarehy of the oompan{

most likely a good number of them/ the path to follow will
be to separate organizational and self~government hierarchies.

Co-operative members’ interest in the wth of collective
wealth has to be promoted. Whére are sﬁn{! precedents even
35-day for mobilising members’ eavings for co-operative
development /chiefly in the specialiszed co—operatives/, the
expansion of which is all the more necessary since in,. no
co~operative model the recording and sharing of contributions
to oolleetive wealth is yet solved, As far as internal enter-

i sen vgo the interestedness in wealth may be established

as dividend-ghares, members’ loans or loans for apeocial
purposes/, the solution, however, is trickier in large, mul~
tigectorial and hierarchically organised co-operatives. Even
in the latters the forms of individual intexrest in collective
accunulation must be elaborated on.

b/ It is a pressing task to establish new forms and
domain.of more efficient operations in co-operatives. Thia
would call for a reshaping of the internal stem of management
and interestedness, in order to tals an

[ ctives directly interested in the fruits of their
work, in eaving input- and amortisation costs and in improving
the quality of their products. No agriculture throughout the
world evolved based on wege-earmers only. Co—operatives lend
themselves to incomes from labour getting gradually rid from
their traditional wage features and to assume the form of
share in added valuee produced, This ~ as a matter™ 0Y course
#ould involve greater rieks and would lead to widex inocome~
fluctuations in both directions, than for the time being.

Through independent enterprise acoounting of the co-
operatives 1cultural oo 1] renew thelxr or, gation
and opsrations ey may swilc elr manageria erastse

a o5 Initernal enterprises. Enterprises with geparated
sccountency may oreste an interest in current profits. The
confliots between short- and long-term interests, however,
may only be oconceived by the institutionaligation of efficient
tied-capital menagement, with safeguarding enterprise assets
and with stimulation to an effiocient growth of wealth.

——————

e r——
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o/ A favourable socio-eccuomic millew hae to be develuped
in whiph oo-oqrativo forma could grow and sdjust themselves
to variocuds con Onge. ¢ doveloument oY new co-operative

oTha, 6 divergifTed svolution of gutual co-operstive forus
end the possibilities to ewitoh Zrow a co~oparative form o
ancther, will have to be encouraged by veonomis policy. Thig
would need s wider elbow-vcom in respect of property, Eispossl
of property, operatiomn of capital, cepital-invesptmeni ani
entorprise,

Some considoration ie nsedsd, whether the specialised
co—-onerative is offering a wore arlficient ultex‘ﬁa%i?&"?o"‘r Lite

§e B] ge- and sali-soale production fn «ilsr oiels
mostly as far as cc~opsratives farming under unfavourabic

7

gonditione are comcernuzds,

Housebold plote mpe traditimaal institutionrs of +tho
division of IaB;w.r Batwaen laorge- and swalil-scale vrodceiiun,
Thelr exporisncs may bo uged Sor a farther develupteni in the
devigion of lgbour. Jo-opowative foxwms, in wiich vhe Zeuwhers
could partly /verhepa; mainly/ takc pwrt on s family beeis an
co~operative mctiviticz, sould alme b dzveloyad,

A furihexr develrpmani of rmull-mpea’e profwetion thraviin

a%oia.liued ﬁugs woirld be cxpediant inm R way Ieading to hz
qul¢ g o proceay of epli=felsvwingiion arong wud.s ol
apcoinliged groups. Chancen of mainteining umall-senle
sroduction outgide the integrating sotividies oF lavge-posnis
farms need to be supperted, 'i¥e goewpsrailve cogpsralicn
matorialiging through the ssli-apganis-iion of pmallegos o
producern,

The aystem of mansgemwzit and Isternsl int-resie oF :luge
farme haa 10 be developed Lifsvize thal of Sarwers’ oo
oparetives, taking the Ciffersneesr iu owpelphi, iuts
vonsideration.

State zegulations fo-day 54411 inpose rastvections  ov
sgriciltuyal anizﬂ oo-orrraiyys charactrcipling. ) erming

organlizations are sguzezod inhe nayrow bounde, wuTirprlos-
independence and agsumpticn of wisk is limlied. Cratecin
batween state and co-cjpermiiven need 0 oe pil In  oprdey,
deliberptely entforcing the Co~operative Lok impoding any
effoxrt which may hindsy the resiivation i ou-ovorsty it
principles.

First of all the ever cnenging, over-pavtic lapr gnd
conifuged intexventions iz Zingncisl regulelivang wi:' have ¢
L put to an end. The stete might not dimpuse an peotadsior

vl the finsnoial aesens of the farmecg? Co~0paTut.vie.

411 legel proviglone hamporing the auwtonounon- 8lsotion
ol corporate systems and a rntionei sxpleitstion of rreduniim—
izgeng heve to be abrogatad.

Agriculiuxal large-sczls farme will have +o bhe providas
with a full security that ihsy may decilde the iamsues on theil
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management and development independently, on the basis of their

economic interestedness. It is the price-pystem to assure eco-
nomic interests in the first place.

6, The updating of agricultursl price~ and tax system

In the presemt price-system agriouwlture end food
processing industry found themselves al a disadvantage and
thig cannot fully be blamed on the changed price relations on
world markets,

The price soigsors bae opened wider with us, than in
most Européan 06 188, Morsover our sgricultural and food
prices have even previcusly made the reailsation of congider~
ably less added value possible than either domegtio producers’
prices or other countriea® producers’ pricas. The gap between
industrial and agricultural prices keeps widening. Agrioultural
prices are not keeping in step with inflatlon,

Deteriorating economic interest and stimuli in agri-
cultural produotion and food procsssing have in receant years
1led to missing opportunities, whicht might have been important
for the socio~economic develepment of our country in the leng

A further widening of ths price-mcissors have to be
impeded. This can be achieved neither by increasing state
subsidies given to the pricea of production means, nor by in-
fringing upon the interest of indueirial branches manufacturing
production~means. Thus, agricultural and food processing
producers’ prices will have to be given more room to manoeuvre.

0fficial fixing of agricultursl producers’ gtioes ought
to be replaced by officielly guaranteed prices. Expansive
regulation of food consumer prices ought o be abandoned,
together with radiocally outtin7 or stopping subsidies wit
the exception of few products /e.g. siaple dairy produote/.
Price riges could be offset against releaged budgetary -
supports in the needy strata.

If we are not able to replace agricultural export or itse
envigaged further increase in the medium- and long-range
plans with exports originated in dther branches, agricultural
economy should be made able to produce this growth. Agri-
culture is responsible for 25 % of total Hungarian export,
while one third of agriculture’s total output is exported/.

While on the deformed agricultural world markets a ~
competition between state trade policies is going on, alike
in other countries, great part of the foreign marketing’s
risk has to be born by the state, at least as far as mass-
products are concerned. The state price guarantee making
profitable mass-product export possible ig incompatible with
a more direct contact between domestic producers and foreign
markets in exploiting larger or smaller booms and with the
expgrt:mg of products of special quality, meeting apecial
needas.
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Tho genersl turnover tax and the personal income-tax
both presently on the agenda, will extensively have to take
into account the psculiar foatures of agricultural production,
the capacity of agrionltm:al suell-goale production, Simple
solutions, in need of ae little control as possible must be

sought atrter.
The taxation of the profit of large-scale farws muat not
hinder either the strengthe: of the interests of co-~operatiwve

members as proprietors or the development of enterprise-forms
within the farm,

During the past forty yeers Hungarian agriculture has
repeatedly been able to ronew itself, Now it ie again facing
big changes towards the transformation of its structure,
inorease of its efficiency, improvement of quality, competit~
eveness, flexibility and capability of adjustment. Agricultural
policy’'s task is to assist in these changss. The changes oall
for the remewal of the total management of farms and other
producers. This process had begun, we have collected some
gromiling local experiences. This, combined with the past

ntlxades' achievements prove that {:here is a good base to
rely on.






