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"Fundamental feature in the reform of the Hungarian

economic system is the organic linking of planned central

direction of national economy with market relations, the

active role of market, basing о socialist property of pro-

duction means. " this is thé basic principle of the new eco-

nomic system as laid down in the decree at the Session of

the Hungarian Socialist Worker's Party Central Committee,
25_27th May, 196.

This principle represents the acknowledgement of

regulating role of value-law, on the basis of comznodi.ty

and monetary relations, and means that purposefulness in

socialist economy is decisively realized through controll

systerri based on the independency of. undertakings,

Accordingly, in the new economic system concrete..

economic content is given to the threefold sphere of' in-

terest: of national economic--, enterprisal- and individual

workers interest.. The assertion of this threefold interest

system is determined by the fact that the decisive majority

of production means is state propriety; however co-operati-

ve ownership plays also important role in it, as well as

the аuxiliaгy, homeplot and private economic activities.



58

Thi:~ :,.еаю, that the fey economic system . la reali7ed in а

niultisectoral national economy. The historically developed

cocial-economic character and the different technical-eco-

nomic nature of the individual production branches, in-

fluence also the manifestation of the threefold interest

sphere.

neglecting the modifying effects of these factors,

interest relations in the ney economic system - simplified

to an abstract . model - can generally be characterized by

the following.

1аtional economic interest - as for its economic

content - includes: the supplying of social requirements

/dornéstiç supply and export/, 'the increase of centralizable

incomes, increase of firm incomes, balance of employment

and a constant raise in life standard. All this together

mean the attainment and continuous maintenance of a state

of dynamic balance. Economic political means of realizing'

this national economic interest are: the national economic
r

plan as a setting of aims and program of activities realiz-

ing them, the regulation of prices and wages, the different

channels of curtailment and the various patterns 0f dota

tions, representing together such a system of regulators

- which, effects generally through market mechanism, and

according to national economic interests, promotes or re-

stricts and - in certain cases - directly prescribes or even

forbids.

Firm interest on the other hand effects in follow-

ing trends: aims to raise sale prices and reduce purchaise

prices, to increase the volume1of production and decrease

production costs: simultaneous developer workers' incomes

and enterprise асcumulâtion, and consolidates the market

position etc. Permanent increase in the net income and pro-

fit . of enterprises represent the main tendency of firm in-

terest.

Individual interest of workers is concerned in
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raising the garanteed level of wages and supplementary

allowances: in creating possibility for advancing and in-

con:e increasing by greater volume and higher level of work:

improving labour conditions and reducing workt irie. This

manifests demand for safe existency and constäntly raising

life standard, realized through the given enterprise

mechanism; consequently a direct and indirect interest rate

in the results of the enterprise is the economic content of

the individual interest of w grkers'

Above interest relation patterns mean for economic

policy that it can achieve its determined objects only

through this system of interests. The serious or constant

violation of any of the interest fields may disturb the

balance and iпhibit:development. On the other hand the acti-

vitated firm interest joined with individual interest „may

open significant economic resources, and this is a decisive-

ly important new element in the new economic system.

The successful first year of the new economic

mechanism prove$ the reasonability of its introduction and

reflects the stimulating effect of the new interest rela-

tions. And this is especially important in the field of food

economy, partly because interest relations have here many

peculiarities and partly because the most conspicuous

changes have taken place in this range. Fealization of the

reform began here earlier and made a relatively greater

progress.

That is why a detailed study on the trend of inte-

rest relations and their effects in food economy is timely.

It is also of general importance from the aspect of national

economic development and еconomi policy and is especially

necessary, to the development, of this branch of national

economy.
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Peculiar characteristics of interest relations 

in food есопо.лу_

As fnr its basic interest relations food economy as

sector of national economy is not isolated from , other
s 

.

national economic sectors; it exists within the same social-

economic environments as the others. Still it has special

characteristics, which highly differ from that of industry,

building-industry, communication and commerce. The deriva-

tion can be traced back to two sources:

- the distinct nature of food economy resulting in

a peculiar social channel of products from production to
consumption: more complicated and critical character of

vertical relations;

peculiarities of production and property relations

respectively i.e. significant share of every social sector

of the Hungarian socialist àувtem,

• 
1. According to the vertical chain of commodity

есоnoту, the system of interest relations  developed in such

a way,, that every vertical stage of the whore process is

represented in food economy. These are organized partly in
independent undertakings /producer, processor, commercial

undertakings/ and partly - within the framework of the same

undertaking:- linked together, as processing and marketing

activity of agricultural producers, or marketing activity

of processors. .

Even the individual stages of production are' however

highly varying in food economy.

. - agricultural production produces as final pro-

ducts partly directly consumptable, marketable raw products,

table fruit, vegetable, egg, milk, partly raw material for
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_food processing; /this; represents, the main part of total

agricultural . production/;

processing industry_ produces food, products by

simple or complicated industrial processes; .

trade conveys partly raw material to food industry:

partly raw and processed foodstuff from agricultural or in-

dustrial ; rodûcërs to consumers; .

communicating-transporting activity has its role

at every stage: raw material ̀ is conveyed from producer to .

processor, final products from processor to consumer, fresh

agricultural products from producer to consumer.

These phases of the economic process manifest at the

same time branches of national economy; accordingly, both.

national.. economic and firm interests have developed separa-

tely and in a different way in each branch. And in the pre-

vious economic system principle of "clear profile" was.

strictly enforced in a sense, that the interests of produc-

ing, processing and commercial firms were exactly separated

from each other, which was still 'eharperunderlined by the

different property relations. The new economic system on the
r-

other land, eliminates this isolation gradually,: thus in-

terest relations of the vertical chain should be kept in

view independently of, where the enterprise belongs to.

'a/ As for national  economic ïnterest, considerable

differences continue` 'to exist 'concerning both possibilities

of planning, and curtailments and supports as well as the

conditions of thë ' whole economic` control system.

The stage of agricultural production is characterised

by the followings; land tax and withdrawal of differential

rent; main part of producer's prices, - as basic material

prices - is fixed according to the interests of'consumption,

life ̀ standard and : centrah 'aсcumulаtion... Prices . of production
means of industrials origin are also mainly fixed, therèfore

the price scissoг between аgricйlture -t 'and industry exists as

constant economic politicаl' problem; conвеquently the tech-
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nival development'of agriculture in the given price system

can only be carried out with state support.

Food processing; industг,у requires possible lowest

raw rna tгrial prices, probable at a ÿricelevel changeable by

the food industry; in order t_o adjust food industry product

prices according to the actual production costs. It. demands

further dotations. National economic interests - at the saтпe

time are linked to the withdrawal of food industry profits.

Similar national economic interest is effective in

food trade: open price gap between'producer- and consumer

prices and price supporting if necessary;. s producer's

price level changeable by the trade, charges of central

withdrawal shifted to producers and consumers respectively;

extra export dotations at the same time backward technical

conditions of commercial activity /storage, packaging, hand•

ling/, and uncertain sources of development.

b/ The -trend of firm interest differs according to

the activity field, of undertaking, be it agricultural pro-

ducing-, industrial processing- or commercial one.

Interest relations of agricultural producing units

/either state farms or co=operatives/ are more closely

limited: trey run the greater part of risk; their marketing

and taxation conditions are more unfavourable than those of

рrocessing and commercial enterprises: that is why they are

interested in developing their own processing activity and

direct marketing; they need state support' in expanding they

production and developing their: technical' conditions, since

their own accumulation means are low, while the market of

the relatively expensive production means is narrow, final-

ly, their enterprisel policy is highly limited also by

social requirements /employment, social burdens/.

Food processors and .commercial firms can generally

develop their policies by, extended 'opportunities ,and amore

safely,. and have effective means to enforce their interests

by 'Economic political state organs and. - at the market. This'
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situation his both objective-economic and subjective-social

deterrinants.

c".. Individual worker's interest  is d.ifferentiäted

according to production relations rather than to the phases

of production, processing and trade. From this view workers

of state farms and of food industry Enterprises have more

similar interests in any work field than the employees in

state owned enterprise and co-operative members of the same

w orkf ie ld. .

2. The system of interest is especially peculiarly 

differentiated according to the ropertу relations in food.
economy. In this respect food economy, as a national

economic branch essentially differs from the others.

а/ First of all,production for own consumption
coupled mostly with small scale comпnoditу рroduction repre-

sents a considerable proportion.

Self-sufficing production is. of double importance..

On one hand, in Hungary it still  has a rсlat ive ly large

importance both in agricultural production /vegetable, and

fruit growing, poultry-, pig- and cattle breeding, etc./, .

and in food processing /wine making, pig sloughtering, home-

canning, etc./. Nearly one third of the total consumption

of population is covered from this source. This proportion

is but constantly decreasing, thus, we have to be prepared

to replace it by rapid advance in large scale agricultural

commodity production and processing industrial development.
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Share of household plots, auxiliary farm enter 
prises and private farms in total food г оduction

and. commodity production.

/1959 unchanged prices/

Share in gross
production value

Share in gross
commodity trade

1963 1967 . 1963 1967

Crop .
p r o d и с t z o n

Bread grain 1,б 1,2, 7,5 3,8
Fodder grain 3б,2 34,9 23,7 25,7Potato 38,б 33,1 17,2 13,9
Vegetables 31,1 2б,8 14,1 1о,8
Fruits. ; 58,0 49,5 . . 41,5 32,6
Vine . . 59,8 59,0 . 43,4 . 3б,1
Total crop
production . 26,6 24,б 19,3 15,9

Ii 1 v G at oc k

Beef-c at t le
slaughter pig
slaughter sheep, ; .
Slaughter 'poultry
Milk /С ОЪй /
Milk /ewe/
Egg
Wool
Feather

3о,0 23,2
51,5 5о;8
9,9 19,в
б8,4 бо,б
52,о 44,б

.13,3• .13,8
.в4,8 ~7,5
15,3 19,о
92,4 . 84,8

26,6 21,9

1~,~ 14,2
, 8,0

25,8 23,о
36,6 28,0
6,8 - 8,б

73,б 62,1
15,1 18,6 ,
92,2 8о,9

- Total livestock
production :

Altogether

53,6

3б,2

49,9

з3,9 '

~7,>

23,4

28,1

21,8

,Auxiliary-, household- and individual small scale
commodity production together represent more than one third
of total agricultural production, but its share rate is
slightly decreasing.

This production sector should not only be maintained
because of national economic viе Jet ,but гйоdегаtиоn of its
natural decrease is :a specially important social interest.
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mhјѕ sector requires relatively little economic support,
stills  political support could have decisive influence on

its extension. Possibilities of income withdrawal are re-

stricted, though not negligible..

Producer's interest in this social sector appears

in two directions. On one hand, joint interest of the pro-

ducer and of owner appears, resulting in the high grade in-

f:luence of family-social interests on economic decisions and

consideration though not paralizing it. On the other hand

firm interests of socialist large farms conflicts in certain

fields with individual-, family--, small scale, commodity

рroducer's interests being therefore the co-ordination a..

special political and . economic political task. .

Ы âtate sector takes part to a varying degree in
the single phases of the production process: in agricultural

production its share is relatively low, in food processing

dominant, and in the trade also of decisive proportion.

Mate enterprises of all three phases have favour-

able position /monopoles, price regulations, dotations, etc ,/

regarding their firm' interests compared to : both , co-operative

and small-scale producer partners, due to national economiс-
and budget interests. Interest relations and the effect of.

social-political conditions of thé new economic system makes

e realization of equal rights highly relative.

Individual worker's interest is realized through the

employment relation and in this respect there is no essential.

difference as compared with other industrial and commercial

Btßt@ е11'не.L pгiC7ев. л . . . 
-

c/ .Co-оperativeв are dominant structures ofagri-.
cultural production, although the total production of

collective co--operative farms does not represent the absolute

majority of total agricultural production /in certain

branches however does/, Homeplot production of ,co-oре±аtive
members forms an organic unit with the collective farm. -con-

cerning production conditions, and in growing rate in market-
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ing actrvity fields, .

National economic interest is realized in the co-

operative sector in the following directions: possible in-

crease of income withdrawal /land- and income taxes/; under

given commodity- and value conditions necessary state support

in .certain branches and in low income farms; tendency to de-

crease producer's prices and production ccsts; safe employ-

ment,and at the same time increased labour productivity;

social burdens divided between state- and co-operative

funds.

Firm interest - again - acts in the following direc-

tions: efforts to increase net income /production extended

by own resources/; similarly interest of employing and in-

come гai iпg of cooperative members is also existing, being
thisway also directly interested in the higher total income

of the common farm; further interest is connected with the

extension of subsidiary industrial activities, organizing

direct marketing, balance of agricultural and industrial

prices and on hand of it constant possibilities for pur-

chaise and sell; social burdens undertaken by the state, re-

spectively extending firm level state support - in given

price system - to certain branches or even to the entity.

of cooperative farming; preferring collective farms to home-

plots.

Individual interest of workers is manifested in the

co-operatives by the followings: demand on a garanteed basic

income /wages/ and socially valid level of social and cul-

tural Allowances; wider limits of complementary income

shares than in the state Ffirms; konstant employment and

fixed incomes of younger members; in case of older members

• maintaining of farm worktypes, executable as family share-

work and more flexible frames of sharing income on this

basis; and last but not least: share in kind in certain pro-

ducts of the collective farm /mainly bread grains and

foddera/.
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d/ Consumption and marketјn cooperatives differ

from the above types in. their interest relations.

The view of national economy interest is reflected

in this sector organisation type in the following: the risk

commercial activity be kept 'r: ithin the frame work of co-

оperаtivе sector; direct connection of producers and con-
sumers interests by co-operstives; organisation of certain

wholesale activities in co-operatives. .

jtаin , trends of firm interest in these commercial

co-operatives are . the raising of profits, compromise with

producers' interest, supply of consummer and market demands.

Individual, workers interest in these co-operative

commercial organisations is similar to that of the other

state firms,



68

Il.

Actual trend of interest relations in certain im-
portant branches of fooc? economy

Branches of food economy differ from each other just
like . industrial branches including min.iпg and building in-
dustry. :Differences equally originate from the technical--
economical diversity of branches and of the entеrprisal--oг-
ganizational distribution in the vertical chain of the
economic process. All food economic branches represent the
extremely varying combinations of these to main factors,
consequently the interest relations too shoe very different
pattern. Even a brief characterization of all branches is

not possible within the frames of a lecture or conference,
therefore main typical ones should be selected, to represent
the interest relations. We have chosen accordingly six
branches which represent the simplest and the most compli--
cated vertical channels as well as minimally and optimally
consolidated production branches: bread, sugar, wine, cattia
pig .:and poultry production.

1. Bread belongs to the most consolidated branches
with. thesimplest structure; we have arrived, however, to

this stage after highly critical development phases, and in
the whole vértiсаlitу of the branch there are critical
phases even to-day. -

Vertical chain of the prQduc t ion, prбc ess of the
branch is organized at present as follows:

bread grains are ргб йсеd almost exclusively in
laгge-вcale гarms:mostlу in he 3000 co-operative farms and

a smaller but considerable proportion is produced by the

2оo state farms; production, of this raw material has ' attain-
ed a,xapidly raising technical level and represents even an
increasing tendency of yiеld and profitability; consequent-
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y on a yearly decreasing area yearly increasing yields are

attained  depending in a diminishing rate on weather condi-

t uona;

~- urchase and mi11јn of bread grains is carried

out by 280 mills within . the centrally organized network of

the gain Trust, mostly with the technical equipment of the

old, or.i innaly well developed milling industry, the niajori-

ty of which requires renovation;

- baking; industry is represented at present by

round loco state bakeries - instead,. of the. former private

3боo ones --, out of "jhich 8o are new and Zoo renewed _ units;

beside these 20 co-operative-- and бoo private bakeries are
operating xecen.tly, producing however hardly more than

1:, percent of the total production; .

-' retail marketing of bread and baker's ware is

carried out by the shop network of the state and co-operaw

.tine small trade . amidst, serious hauling difficulties /di-

stances of 4о--5o km, lack of special traisрorting means,

etc./ due 'to an over°concentration in baking industry.

Interest relations of the above vertical channel

are chгracterized as follows:

- in 1968 producer's price of wheat was averagly

Soo F't/q beside the loo/3oo Ft/q production cost level de-

pending on production location and on yield; the interestr
of the producer /farm/ is highly positive by wheat produc-

tion, which is explained in the increasing mechanization

level and relativehigh level fertilizer utilization. Main

factors of this development are: producer's price level,

raised many times as high as it was at the time of deli-

veries to the state, and state support included in the

priсes of production means /fertilizers., combines, etc./;

uгchasе, storage and milling put to account a

combined standard cost of 70 Ft/q, which covers rather

closely the actual costs, resulting thus in an own accumu-
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lation insufficient for the technical development of store-

houses and milling industry;

- considerable price support is given to the baking

industry: 29-46% for the main bread types, which means ne-

gative firm interest; by the given consumer's prices its

accumulation could only be raised either by decreased prices

of processed flour or by increased price support of market-

ed products.

Important economic political and morover political

interests.are however tied up with consumers' prices, thus,

within reasonable time there is no possibility of their be-

ing raised. But similar national economic interests are tied

up with the maintenance of producers' price level, con-

sequently technical development of bread-grain processing

industry can be brought about only from an "outer" source,

i.e. from d otat ions .. .

Thus, in the vertical chain of the bread production

baking industry is the critical point of the interest system,

Interest conditions of bread grain production promote the

technical economic development realizing decisive progress

both in co-operative and the state farms. Interests of the

concentrated state milling industry are closely limited,

but not critically stressed, while those of the baking in-

dustry are decidedly. stressed. Therefore, development of

baking industry is economic political problem, that re-

quires solution in the first place, within this branch.

This problem was put on the agenda at the "National

Conference of Baking industry" /1969. Budapest/, and Vilmos

Saghy sketched the way of solution in the followings:

"The most important and most urgent task is to supp-

ly the lacking capacity, and national economy has realized

significant inputs to the possible; extension of productive

capacity. Thus promotes however, 
 
only psrt'f the solution.

It is clear . today, that the other part of the question re-

gards the extension of baking industr_аl activity to other
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economic sectors, which агtlу has to shorten the time,

nесссагу to thе.ѕuрр1еmепtјю: of capacity, partly reduces
the rate of ѕtаtё support and above all is appropriate help
in eliminating i.e. loosening the monopoly of state owned

bakeries and this way gave raise to competition. Government

considers the existence of inultisectoral production pattern

inevitable. It has been decided, therefore, that the Minis-

ter of јnапсе in agreement with other ministers concerned
will, provide favourable financial conditions and other pre-

fereiices in order to extend the capacity of baking industry

with new units in the co-operative sector and - if necessary

in the private sector too... Producers' competition is a

( precondition of releasing the strict rules of product turn-

over."

2. 5ugar is one of the relative sirnularly consoli-

dated branches where the given interest system creates the

basic conditions of development. ✓

Domestic sugar consumption - inspite of being charg-

ed with a turnover tax included in the consumers' price of

sugar - hа doubled in the part twenty years. The 1967 per

capita consumption was 32 kg compared ti the l6 kg of 1949,
and in the last year was even more. sugar industry produced

more than 4оo 000 ton sugar a year for home trade, industry
and foreign trade; further increase can be but very slight.

The 3,3 - 3,4 million ton sugar beet required for this

supply is grown on an 180 oIl - 190 000 cad.yoke area.

The two main stagesof vertical channel: proportion

of sugar beet ргоdцсtјоn and sugar processing is balanced
at present. Accordingly, improvement of rentability and

appropriately realized withdrawal of dotations - besides

maintaining the state of equilibrium - has to be solved in

this branch in the nеёг future. Economic incentives should
be developed in such a way as to co-ordinate the national

economic interest with the interests of agriculture and

sugar industry.
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fixed price systcii is existing in the branch. Pro-

duction, purchaise and accounting of sugar beet.is carried

oat in a . contract system guar beet production is interestedLea

in increasing the amount of yield as qualitative receipt is

riot yet introduced. Beet--topper as а fodder, as well as
eetslips and molasses /offered by industry/, appear., as by-

products for the, producers. sugar ind.ustr  demands the

highest possible sugar content, is interested in reduced

transport costs and an .optimal season duration which can

only be attained by investments. From national economic view

maximum sugar yield per cad . yoke w ith ' minimum possible input

is the most . important aspect.

In this interest system pattern preconditions of an

optimum balance at the phase of sugar beet  ro'win are the

followings:

by improved seed materiel high yielding sugar beet

with acceptable sugar content and disease resistance should

be grown; .

qualitative receipt of sugar beet. should be gra-

dually introduced,' the mode of .delivery and receipt' satis-

factorily regulated;

- sugar beet production should be co-ordinated with

reasonable dimension of livestock _ production in order to in--

crease the producer's interest;

rentability of production should ,be increased by

applying chemicals.

. The principal task of production development is the

mechanization of harvesting owing to the labour force prob-

lems occurring in this field. гechanization is ' bût.. expensive:
modern harvesting machines are rentably used only over 400-

500 cad.yoke ,area thus. only . Iarge farms can'mechanize 'har-

vesting processes, ; or this work phase should be undertaken by

factories. . , ;. ,

Transportation is the other critical fас'tor in sugar
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beet production; production regions should therefore be 10
cated round the sugar factories,

• From . the point of view of sugar industry higher su.r

content is often more important than the transport costs: at
present 1 sugar content surplus equalizes the transport

cost of loo km interest relations of industry appear in such

pattern. ,

As. higher sugar contents is for national economy

also preferable, therefore adequate calculations should de-

termine ,,.the nationaleconomic optimum and attain it by

economic regulators.

Equipment of sugar ._industry is at present rather 'out

of--date, measures should be made therefore to establish op-

tirai operating conditions. The interest conditions for this

are more or less given,

3, Vine - on the other hand. - is one . of the lea

consolidated branches, andthe present interest system does

not serve the purpose of a 'necessary and possible develop--

ment at ail.

Sectorial organization of vine production process`:

also especially complicated:

- in vine-grape _production small-scale farms, sщai
scale--commodity production, and large-scale production .with

:out-of-date plantations as well аs large-scale production:::
with modern plantations partly in state farms, partly in c~

operative collective farms have equally important role Given

eortiments determine production for long time and not the.

most favourably, and the technology of modern large-scale

production is not yet quite developed either,

- in vine_ processing concentrated state vine-cellars

play Considerable role, however, own processing activities

of vine--growing farms as veil as small-commodity producer

are of greater importance;

- in vine trade beside essentially monopolistic
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state tradе producers' sale rate represents an extremely li-
mited role.

Interest relations manifested in the . vertical chair

of vine production process are not less complicated and

problematic:'

producers' price as a whole and on the average is

not sufficiently stimulating and does not make technical de-

velopment from own resources possible, neither the overcom-

ing of difficulties of low yield years; it even causes dјffi~
culties in the production of average years; besidès offering

extra problems in differentiation between production_ regions

and vine - or grape qualities

- in vine processing price gap is not excessive by

itself, however, the interest relation of this stage of proт
duction process is still problematic due to central with--

drswals, as it results in consumers' prices too high to pro-

mote the increase of consumption, but too low to create own

sources for the technical development of processing;

. -- the decisive element of the interest system is the

measure of state withdrawal partly in the form of taxes,

partly in that of eni erprisal income withdrawal;. this tradi-

tionally important state budget interest is such a great.

item in the interest system of the whole food economy sector

which decisively influences the trends of both consumers'

and producers' interest behaviour. . .

The stagnant demand for vine both on the domestic

and the export' market has an additional unfavourable effect

on the above trend of iiitегевt relations. Increase of any

extent requires the improvement of quality and sortiment,

the reduction of sale ' prices respectively,' which, in turn,

is restricted by producers' and processing interests as well

аc budget interests Under such conditions the whole inte-

rest .system is problematic in this sector.

In this situation transformation' of the interest

system l in such а wad as to improve the position .and pro-
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spects of the whole branch by co-ordinating producers'..,

processing and trade interests, is of urgent necessity.

Structural separation, and the conflict between producers'-.,

prOcessing-, and commercial interests are decisive factors

in this. For the very reason, the only solution is to find

the possibilities of creating common interests between

these phases: complex regional organizations should be

established as structural solution in which producers'-,

processing-, and commercial interests are realized together

and which are suitable to create the decisive conditions of

development at the appropriate phases of the vertical

channel, and are able to concentrate simultaneously the

necessary means at the cxitical points.

4. Cattle is the other least consolidated branch of

our food economy. Cbmpared with grape- and wine production

however еssеntialdiffегепсе is that this production branch
is unable to meet either domestic or export requirements.

From view of dеmаtd: situation in beaf, milk and
milk products is extremely stressed. In 1967 inland con-

sumption to West European countries shows following pattern

beef meat 41,9 %
milk and milk products

/according to protein

content/ 54,6 %
butter 21,7 %,

completed by possibilities of meat export to western

countries, the increase of which seems reasonable both

according ûo domestic and foreign predictions Round 32-35%
of beef production is exported at present milk- and milk

product еpогt is not significant

. Vertical, structure of  cattle branch is especially

complicated: .

. 

- cattle raising is divided between socialist

large-scale farms and small-scale farms types respectively:

majority of slaughter-cattle production is located in the
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large forms, while cow stock and milk production is divided

.in fifty-fifty percent between 'thе two sectors; dominant .

basis for fodder reserve ôf cattle raising are large 'farms.

Genera:' life conditions act in continuous diminishing of

small-scale cattle raising, whereas developing appropriate

conditions for Large-scale cattle raising is especially

complicated and expensive; .

- purchase_ and processing of beef-cattle and milk is'

concentrated in state enterprises: this can be considered

as suitаble in case of beef-cattle, but raises ,a lot of
difficulties in milk: purchase and processing;

- trade organization of beef - and milk supply is

peculiarly unsufficierit; . аpart from export demand and urban
requirements rural meat supply is permanently unsolved, and

there is considerable lack in milk sale enterprise network,

which is main factor of reduced milk consumption and which i

can only partly be made up by producers' direct sale acti-

vity.

The interest system existing in the vertical channel

of the cattle production is also complicated and unsufficient

to certain extent. .

Producers' interest in this field is more unfavour-

able than that of other production branches, Raisin of ro-P g P

ducers' prices in 1968 and various dotations /fa~tourѕ grant
ed ' to first calving heifers, increase of calving rate, re--

duction of purchase price of breeding heifers, fodder allo-

wancеs, investment allowances have improгеd the profitabili-
ty of cattle breeding, each of its branches shows however

losses. Unfavourable rôfitabilit of the branch is reflectedP y

in the alternative utilization of the ̀ growing area.: Profit-

ability of commodity, crop production and cattle breeding on

the average of the last several years shows the following:
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. gross income net inccme
attainable on 1 cad . yoke

in cattle breeding enterprise 5оo-boo Ft B0o-900 Pt

in commodity crop production 3100-4ооо Ft 1000-1500 Pt

Permanent contradiction has developed, between de-.

maid /domestic and export/ and production, for this reason

progress in cattle breeding is not presumable under the pre-

sent profitability conditions. The present support system

is not able to eliminate this contradictiôn. Rotations of

co-operative collective farms and homeplots gradually de--

crease in case of increasing outputs, as far as those of

state farms increase progressively with the increase of out--

put. For this reason every branch of cattle production is

profitable on firm level in state farms, whereas in other

sectors - which . represent the majority of production - it

shows û deficit.

Interest relations of procеssin and mаrkеtîn from

production to consumption of. cattle products are characte-

rized by considerable state support. А total of 52 price

support is required for c dvering the costs of milk pro-

ceasing and marketing, which is about 1, 56. Ft per liter.

There is already possibility to withhold this sum

tif support for the producer in the case if it takes over

the primary processing and sale activity, producing loose

milk with 2,8 grade fat content, but it still remains a

question, which production volume should be the . lowest limit

0f profitability for the producer.

. Cost accumulation in the course of milk product

marketing is the following

-- bottled mi1lг.`.
-- butter .

~4 cheese :

Percent of producers
. price

7°-80

3 о..5 о
. 7ол-1оО
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Costs of beef mеа н production
- purchaise and processing costs

- price support

- consumer's price is

Percent of producers
pri.ce

G.: of purcha15e price

22,9 "' producers' ''

G ~ '

J ~j 1

There is по considerable possibility of enforcing
f irT.1 interest in formation of producers' and consumers'

prices. Pamely, purchase- and consumers' prices are fixed.,

and price conflict should" be released hу state dotations
determined separately for each product.

. The common interest of еrtèx°prises existing in the
different vertical phases is not exactly expressed. lamely,

the stock pilling in meat industry means distribution of a

given stock; trade may give orders, receives however what

is available.

Thus, a number of critical points is to be found in

the interest system of cattle industry branch and they

exist both in producing and the processing phase of industry.

From view of solution followings are decisive: producers'

prices of beef--cattle and milk, further, the release of

over.--centralized milk processing and -marketing as v еll as

establishing possibilities for some forms of competition.

Maintaining 
. 
of consumers' prices at the present level needs

inevitably state supports, their structure however, may be

simplified according to the raising of producers' prices.

Both are proгΡоndïtions of the progress of cattle industry

as well as of developing modern lame--scale livestock keep-

ing mёthods, which have not find its final technological

pattern yet. Economic political constraints however tends

to improve the conditions to the. highest possible extent.

5. Swјnе is decisive factor of meat supply and re-

presents a considerable proportion in export too. Still,

the meat production branch cannot be considered аa satis-

factorily consolidate.

Organizational relations in the vertical channel o~
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production process are following: .

- swine production is divided bete een state and co-

operative farms on one hand, and small scale farms on the

other in approximately fifty-fifty percentage. Up-to--date
technological methods have not yet been overall introduced

in large--scale keeping;

- processing and mаrk.etiп is concentrated in state

firms, but there is a considerable and increasing activity

in this. field in the farms too beside the high -- though

slightly decreasing.- proportion of houоёhâld slaughtеring.

From economic aspect swine branch is characterized
by a relatively uncovered demand in rural areas. Primary
national economic interest depends therefore on the consi-

derable increase of pig meat production as well as , a simul-
taneous improvement of quality and reduction of production
and consumers' prices. Interest relations of the branch are

also not without problems. The average production cost

1 kg live weight is 21 Ft in state farms and 22,60 Ft in со--
ooerati' e . farms, average marketing price is 22,20 and 21,50
Ft respectively, the state farms show an average 1,20 Ft/kg
gain, while the co-operatives 1,10 Ft/kg deficit. This figure

is positively modified by the profit obtained by home-pro-
dисед fodder in most cases. .

Producers' prices represent however а level, which
requires price support /5-r6 Ft/kg/ of processing and market-

beside the given consumers' priceв', and the existing
processing and marketing systems.-And, since cons»merВ'
prices can hardly be raised due to economic .anc1 political
aspects progressing possibility should be found in the re-
ducti.on of producers' prices and racionalization of. rnarket-
ing, beside state support, required for the development.

There are two 'main critical points in.the interes'
system of the 'branch: the reduction of production costs and
the establishment of competition in processing and marketing.
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x..ot important and insufficiently exploited source

in the production cost reduction of slaughter swine is the

reduction of input costs: i.e. the increased efficiency of

fodd.ers and improvement of broader sortiments should pri-

marï.ly be considered. intrоduсtion of higher quality folders
by lower production cost may. be considered as most rapid

way of increasing the rentability of the branch. And over

this, beside the limited possibility of new investments im-

porta"ce and nécesfiitу of the relative cheaper reconstruc-
tion should also be emphasized.

In the interest relations of processing and market-

ing fabourable effect can be expected primarily from, extend-

ing of competition. The enlarged processing and , marketing

activities of farms promises a wi'еning in range of products
and in the supplying of unprovided areas.

The present producers' and consumers' prices do not

make the necessary technical develoyment of the branch from

own enterprisal resources possible; Therefore national

economic interests are tied up with the promoting of intro-
duction of modern technologies in slaughter animal produc-

tion and -processing, by help of state support.

б, Poultry production is one of the most consolidat-
ed food economy branches and is in this respect an example

for d.eveiopment of other branchos too. .

Organizational pattern are the following in the ver-

tical channel of. production process:

- both large- and small-farms have considerable

shares in poultry production: in total production /of both

slaughter animals and eggs/ small-scale production has .

higher proportion. In organised marketing relations, how-

ever, large enterprises play decisive role and within this

modern broiler farms and "egg factories' are dominant;

- in processin ând marketing activity concentrated

state firms . play leading role, while on live 
.bird market

proportion of producing farms is соnsidereъ . .
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Interest relations in, this branch are relatively fa-

vourable, though productions costs are rather high in small

farms due to out-of-date production technology and in large

farms due to insufficient reduction of specific inputs as

well as the high prices of necessary equipment.

Production :costs and profitability pattern of egg

produс.ion, are rather differentiated according to farms.
1968 purchase prices afforded possibility for 10-15 filler

net inс'omе per egg in state farms,.. and 8-lo filler in co
operative farms.

Сost- and income relations in broiler production
show more favourable trend. than the other branches of live-

stock production,.` The mаjority of broiler production and
-purchase is in the hand of co-operative farms, and only

smaller proportion . in state farms' The number of broiler

firms, with favourable input output rate raise both in the

state and the co-operative sector, Average profitability in

broiler proluct on is characterized by a net income of 1-4

Fts per kilogramm meat. In othег роultry branches only some
exceptional farms realize net income.

General introduction.ot modern technology forms the

basis of cost reduction and income increase in broiler pro-

duction; this takes place. successively in the co--operatives

and state farms. Preconditions of producers' price reduction

are partly given in modern broiler production.

Poultry market is nearly saturated. Demand and supp-

ly relation of population is, however, rather differentiated
in the individual poultry products. Broiler production .

/broiler chickens, broiler ducks/ approaches the upper limit
of the sound demand of 'to-day, and a considerable decline in
export possibilities may occur in sale problems on domestic

markets. It is clear, that domestic consumption will be only
able to absorb the increasing supply by reduced сonsuтers'
prices. Ѕlаughtered poultry and eggs are sbventioned export
Products at present, as well as the domestic consumers'
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price of processed broiler products: Producers'. prices

especially in case of. broiler - show a decreasing ten-

dency/e.g. in 1968-1969 broiler prices decreased by 2 Ft s. 

Considerable proportions: of eggs reach the consumers

through direct marketing on free markets and the organized

state market plays here only equalizing role This is re-

flected in the prices too. Free market egg prices were by

lо~-2o filler nigher previously than that of stately_ managed

market; in 1967 free market producers' price was at to

filler lower thant consumers' prices of state retail trade:

this suggests an increase in supply,

Poultry production branch, as a whole, is character-ized_ ,

ized by: the equally effective modern large--scale production

and small--scale production, while in processing, and market-

ing area concentrated state management activity and direct,

producers' interest complement each other. This: conditions

render an approximate : fulfilment of requirements, progresei-

ve technical development of the poultry sector and reduction

of consumers' prices possible..

~.<
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Major business management and economic .tical

conclusions reвultin, from interest relations 

The new economic system gave also possibilities to

the clear exploration of interest relations by arranging

the fundaments of business independency and by acknowledg-

ing the role of business interest in market relations "

through its active function. This conditions opèn ̀ thè way

to the explicit appearance of interest conflicts within the

whole c'iannel of production processes, and parallelly possi-

bilities to their elimination, and further economic politi---

cal goals of development became also recognisable.

Pecent eх 5егienсeв are already sufficient to a re-

lat.ve exact distinguishing of these interest conflicts,

i. e. economic necessities and possibilities of the required

progress, and on this basis main general conclusions result-

ing from the emerged interest relations maybe drawn up in

the followings:

takings;

tun,

position, and firm policy ..of food-producing under-

- processing activity of farms;

: - direct marketing activity of farms
,:~..

.  '.- necessit'ieв and possibilities of vertical. : 'integra-
л ..

-- .. formation of pricee.and price support system. •.

У" У 1. The new economic system rendered ̀conditioxi'в: for .. ;
'.. t ,  .  . .. _ .- , .  ..  ,., .. .. .. . . .. . ( 

1... _ ,' ,,'~'.,'.. .•. .

food'prôducing enterprises to consider their obјective` ~
. . .  , • . . . . . : .  .-}

sitùвt'ïons and ud' their market relatјonя ar'iд accordingly

develop their fini pôlicy. " This given circumstances are
I 

, -  .. ' ; . Г- , t Г ' : 
' • 1_ . .-а г. .,  

.. . в;.г._4 .+'i .'.,, .

properly perceived y by ' the food producing; ' processing and ̀

comnercial enterprises and this represents their 'main' 
; 
cor~-r .

.. f . ..
cern „today.. However it is .not yet poвs~Ыe to form afina1 .
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opinion on this situation, consequently deductions based on.
it can not yet be sound foundations. Inspite of this certain
consequences may be drawn, main aspect of which is drown
iп the followings.

aj Вy marking the. production trend of the future pe-
riod, demand is the fundamentally decisive factor, thus in
bisiness decisions market requireients shcLld be co-orгΡ..i-
na t ed with the given c ondit ions of the enterprise . In tree s e
considerаtions, however, perrranent social requirements and
the ability to meet them rather than momentary interests are
determinative, Thus, production trends should be scheduled
for broader perspectives, both regarding market possibilities
and capacity of the firms.

b/ Tehcnical development is _ an indispensable neces-
sity in all production branches and all stages of the ver-
tical channel of production process, In business decisions,
however, realization of technical development should be
very carefully executed. It is clear that modern technology
warrents most effecitve production activity, still, by in-
troducing them, the burdens.of investments, given labour
conditions and the period necessary for the adaptation
should also be counted with e.g, rationalization of tradi-,
tional technologies and application of transitional techni--
cal solutions.saould also be included by planning. As prac-
tical example: poultry- or, egg production is allowed to be
introduced in a large-scale C:farm only on modern . technical
level in co-operation with ыbolna State Farm or some other
production centre, whereas in cattle '. branch any- transitional
keeping. method, or technology are justified. Or - in food
industry: developed technology of paprika drying should al-
so be introduced, but traditional method of stringing and
drying has also be applied in the co--operation of producing
and processing enterprises, according to the need of local
conditions,

G/ The main viewpoint is: reduction of production
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cost. This remains a valïd requirement in the decision mak-

ing of each enterprises irrespective of the question whether

market interest relations change or remain unchanged, or

introduction of .`modern technological methods be possible or
not. This is a permanent and decisive_ precondition for the

own competitive ,position and perspectives of an enterprise

and has to be considered in business management, work manage-

ment and technological questions.

d/ Acquiring of an economic view is this way a ge-

neral and important precondition of the right firm policy.

And it should not only. be adapted by firm directors, co-
operative leaders or chief-accountants, but also by techni-

cal leaders, engineers and agriculturists, as otherwise

technical development will not be efficient.

e/ Establishment of common undertakings and forma-

tions of their business policy represent a separate manage-

ment problem. It is à general rule, that foundation of

common undertakings, specialized by production branches and

based on a modern technology is justified. There are how-

ever, two decisive preconditions of realization: investment

capital, and full -consideration regarding highers effec-

tivity of planned technology under the given or prospective

market conditions  of the production branch in question.

Without sufficient production conditions a moderate de~ielop

ment of : the branch, within the former framework -farms, is

much more safe.

f/ Another separate problem is the consolidation and

developing respectively of law income co--operative. farms. 
Large investments, modern technology andintensive develop-

ment cannot be spoken of even as general directives in the

case of these farms. The application of transitional techno--.
ligies and development of various subsidiary activities are

justified and profitable here, and as special measure, the
frames of. collective farming : should be reduced . tо branches
able to develop under the given conditions, whereas the
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other branches should be extended in form of reasonable co-

operation with homeplots..

2. The expanding of. processing activity in farms is

generally justified'.. by the reasonable utilization of capa-

cities, development . of comрetition and improvement of the
interest : reiations, Mill certain economic . factors limits

.tиi trend of development. process ink; . activity of farms
— either state owned, or co-operative - can only be viable

if it is able to produce competitive  marked products, or pro-

ducts ithout mark, 
. 
at ä. lov=er price. Bot'i , alternatives .have

wide possibilities In nany branches, thus complementary food

processing of this kind, can be much farther developed,

/Other seL;ment of the complementary activities is the pro-

ducing of production means and materials and the building

industrial enterprise: this field offers also possibilities

for development but competitiveness still remains decisive

factor of it./

3. Direct marketing activity of farms can also be

enlarged over its present stage ,to a high extent. This also

has, however its own conditions: covering of effective do-

mestic or export market requirements, permanent ability to
meet the requirements of market: market organization actiy-

ity surpassing in economic aspect and efficiency that of.

commercial enterprises, further, reliable fulfilling of -under-
.

taken transport obligations rnithout these conditions any.

direct marketing activity will be a failure. However, the,

existing conditions make considerable development possible.

4. Realizations of vertical integration is highly im-

portant in almost every branch of food economyy. l.t . is espe-

cially justified by ; the common branch interest, which deci-

sively determines the. producing, --processing, -.and market-

ing interests too. The fundamental and common branch interest

demand an . important efficiency of production . for market needs

and the reasonable foundation; of conditions for . the advancing

of the production branches. Common interest has to be realie-
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ed between the stages of vertical chain, and coordination of

interests ihis way has to, ,be realized.

This depends on peculiar structural conditions. Or-

ganizational forms should be found or elaborated which render

the co-ordination of producing,- processing, and marketing

interests .possible'accordin to the economic position of the

branch in question, and are able to concentrate the available

means_ at the critical points in' order to serve the 'develop-

ment of the whole branch. The reorganization of the present

Agricultural Product, Tлаrketing Centers /i. E. K, / to : marketing

agent of farms may be mentioned as example, or .a proposal

regarding : the integration of ; individual vine,: production,

processing and marketing units into. regional organizations.

Such integrations' are now developing, Land their. or-

'ganization in nearly all branches is decidedly considëred to .

be, indispensable. In othèr word, this requires the foundation

of single_ branch organizations, but much legal, structural

and interest "difficulties should be removed before' this task

is performed. 
,

5. Economic rеgulаtors of . food economy interests:,
producers,- sale,- and purchase prices as well as various

means of state withdrawal and - support respectively. Funda-

mental economic political problem in this respect is the

creation of a relatively favourable balance between market

requirements and possibilities on one hand, and development

conditions of production on the other. А significant stress
. t 

exists between the. dominant interest spheres in this aspect,

main determinants of which are following:

- significant national economic and political inte-

rests are tied up with the maintenance of domestic consumers

prices-, whereas export prices are:, determined by foreign mar-

ket conditions, with a tendency of decreasing prices 'and not

of increasing; .

- in agriculture and food industry utilization of in-

dustrial, implements and materials as well as their prices,be



it domestic or import purchase, show an increasing tendency;

- development of food economy requires considerable
finаnсil-technical investzrernts, which under the given аi d
prospective relations - : cannot be covered .from the own accu-
mulation of the branch either at the phase of production or
of industrial processing, and demands . therefore considerable
volume of state support.

:Releаsé of this stress, in other word, widening of
the possibilities of development can theoretically be
carried out at the line of any determining factor, thus rais-
ing of consumers, and consequently producers prices, reduc-
tion of industrial purchase prices and finally, raising of
estate support rate and reducing of withdrawals respectively
are theoretically all feasible. Under the given economic po-
litical conditions none of the possibilities can be excluded
in practice either, btill, reduction of industrial purchase
prices can be considered as the most realistic solution,
through an utilization of the internal possibilities ; of pro-
duction cost reduction it may be the principal factor in re-
leasing the stress e It is probable, however, that an adequate
modification of the two other factors cannot be avoided
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Section II.

Оttб GАD6
Chief department leader

National Planning Bureau, Budapest.

Income and life conditions in агјсultuге

Projected an about 28 percent increase expected in

the per capita real, income of population and some 38 per-

cent in that of agricultural population within, in the next

five years.

Peasahtry gradually transformed into double income

families. Labour performance providing the average 'peasant

income may thus originate in mangy cases from more than one

sources. The lower the co-operative performance, the higher

the possibility of work performed outside the co-operative

- occasionally employed mёthегѕ of many children not taken
into account - and of' a double statistical 'consideration.

Within agricultural population an ever increasing

proportion of family incomes originates from industrial,

commercial, administrative etc. and not from agricultural

sources. Thin fact makes any comparison between worker and

peasant life standards especially difficult and complicated,

these questions can be unequivocally clarified only with

micro economic methods used

Speaks»deliberately about rural population instead

of using the terms peasant and agricultural population)

since the majority J of rural population no longer performs

peasai't activities. Тhё number. of peasant population can be
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considered to be 2,5 2,8 million, while that of rural po-

pulation is about 5,5 million. .

Agricultural population has а11. possibilities to
keep space with the increase in life standard of the wage

and salexy earners, though the factors of income rise will

considerably change in the next 5--7 years.

Improvement in input-output ratio has great reserves

in agriculture which provide the most important basis for a

rise of life standard in the following years

Shares of the individual branches in the grôss

income greatly differ from those in the profit calculated

on. the basis of cost and price.

- Cost distribution between products or even pro-

duction branches is still rather uncertain.

. -- Problems of taking wage costs into consideration

are well known. .

- Accounting prices applied in vertical relations,

especially for feed utilized in livestock е±iterprises, may

distort the firms' aspect,.

Ferenc КР L0C8АY
department leader,

Research Institute for Agricultural Economies,

Budapest.

The concept 'of wage, its rate within ~"the share, and

the way of accounting it as a cost element have not per-

fectly clarified 'yet, . _ '

1. The personal income share paid : as. .wage is the

function of 8n earlier attained income level. As a result,
there are .:great differences between farms, influenced first

' of all by income ;differences rather than by : labour condi-

tions ох labour performarices:. .. . +
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2. Thus, the principle of equal wages for equal work
is not realized either within the sector, or between the

sector and the other branches of national economy, moreover,
wage regal аtions - though indirectly, by tying it up with
the income and basis respectively -- deny .the validity of

this principle.

3. For the above reasons, highly diversified costs
:fore or less independent - of the actual volume of work are
accounted as labour costs. Consequently actual cost cannot
be determined, the production cost distorts, there are dif-
fiсulties in developing and controlling prices, eventually,
net income cannot correctly be determined.

4. Wages and complementary shares cannot be . correct-
ly separated in practice. Namely, complementary shares ought

to be. paid from the net income. Latter cannot be, however,
properly determined, owing to the way of accounting live
labour costs.: Hence, in practice, part of the payment given
as a complementary share may be of wage- and labour cost

character respectively, but it may happen that payments giv-

en as wages include net income parts. .

,
Кâro 1y IгIС Z FD I
Regional Association of Co--operative Farms

in Котагот County.

A main element of individual and firm interest re-
lations is the employment problem: broader complimentary
activity field of cooperative farms serves both interest

levels and means a kind of industrialization. Economic sta-

bilization of cooperative farms. with unfavourable condi- .

Lions is also best promoted by the parallel industrializa-

tion of the commodity.
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Mrs Magda NET+QETI

Research. worker .

Research Institute of. Agricultural Economics,

Budapest. , .

The profitability of extending poultry production

branch hides in production sources. Five years ago 3,5 --
4,5 kg "fodder was used to 1 kg broiler meat, in 1968 it was

produced from 2,6 - 2,8 Кg; and to-day, highly productive
poultry farms do not use more than 2,0 - 2,2 kg fodder to

1 kg live weight in broiler production. Time of fattening

has shortened due to up-to-date technical conditions, good

quality breeding stock and more efficient foddering. The

previous 63-70 days of fattening decreased to 53-57 days,
Specific production cost of broiler degreased and :allowed a

decrease of consumers' prices in 1969 possible.

Appart from other possibilities - é.g. growing pro-

ceeds by market manipulation -- the reduced production costs

are best Ways for income increasing in two вolutions.
through inf arm cost decreasing and, by influencing the

price level of matёriаlв of industrial origin used in
•broiler production,

The economic pressure attaches the interest level

of the farms from two sides: iпбrеaѕe of input factors'
prices, and decrease of рroducarв' prices,

At present, slaughtered" poultry and eggs are subsi-

dized' eхport' cemmodities, and domestic consumers' prices if
processed broiler are also granted. .

Sâпdor' ВЕIdК
Hector

Agricultural 0оllеуе, Keszthely

The researches carried on by the institute for Pro-
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duct3.on Development of the College, also confirm the impor-

tance of cooperative subsidiary activity and household farm-

ing in' providing the cooperatives and cooperative members

with : sufficient incomes. In the ..52 cooperatives studied in

VеаZрхет, Za1a, Vas and Somog~►~ counties . an income df б, 2о 'Ft.

per work hour is obtained from collective farming, while

7,95 Ft from household farming. Share-farmwoack in the col-

lective farm ensured an income of 8 F per working hour is

an exception.. . .

baj os SZEМES .. .- . .

Department leader

Research Institute ' for 'A~ricultural Economics, Budapest.

Considers the role of firm interest in' the develop-

ment of certain branchea as- being' more impôrtant than point-

ed out in the lecture. Referring to the cattle branch says,

that both material and social factors play important role in

the' development of brancheв.

Györgу ТАKлCS , . .

Chief department deputy leader

Centra3. People's Control Committee, Budapest,

Growth rate of Hungarian food ecomomy 'depends

~ п:еенlу on the question, to what extent the newly devel-
oped economic regulators contribute to --в balanced relation. .
bétween, market €~пd food production aпc~ bei~veеп ragricu),ture. _ . . , . .
and purchaising, processing industries. ' Further : question:

how far regulators influence investment activity of large

farms in order t е fulfil ii net ional economic  demandg and the

undisturbed хeeЭ.lzан~.оп of agricultural cornniodities,. In--, ,. .
veetment regulators, however, changed the investment struc-

ture of the last , year farms used their resources mostly

fvr building investments instead о~ r~аclзiг~oп and 'р~.~пн~нiоn_ . .т . . , . , .
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because state support given f or : ma intaining old machines -
seemed for them more favourable , and З000 new tractors of the
AGROKER /agricultural trade enterprise! becane at the same
time an immobile stock, though" -- according' to the objeetive
demand -- they. would be needed 1n agr.iculture.

The otherv~is~, and generally correct principle of. . ,
preferring investments, ensuring a more rapid recovery and
by во doing, startirng 

.а 
competition betй..eeri investnent de-

mands should be realized v+ith a careful circumspection as
long as one-third of the Hungarian ::cooperatives operates
under 1ot conditions and the employment of cooperative
peasantry working in them cannot be solved from the side of
industry or by developing the infrastructure.

Jôхsеf dANK0
Professor,

Agricultural , College. of иosonmagyaгôvâr.

It would be worthwhile to 'examine the efficiency of
the interest system - especially јп raw material production,
to state, whether a lower number of simpler means, or com-
plex means may be more effici,еnt

Jânoa .. FEI,FÖLDI ,

Деparнmenн z leader
Research Inatitute for Agricultural Eeonom~ca,
Buâ.agest.~ ..~ . ~ _ ,

~ .. , . .._ ..
_ Buyers t and their market réqu"~.arements" have not im-

portant role in the turnover of agricultural machines, and~ . ~.
market methods are pushed into the background~

- "Under present conditions a special mpt~дod.. of wid-
ening 

, .  ~ .. , . ..  
ening the assortment and i,шp.rоvјюѕ: the , mechanization. has . ',-. ,.

,developed. -: The duty. pf Pdeveloping ;ho, . mao.hine atoek. hae.. been
. .  . . . . , ,.h, , , : . - •- .. "'• ,

undertaken by the Department of Technical Development of the
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Ministry. .for .Agriculture and Food, which in many cases deals
with developmental objectives as far as to the types, and
finances :and supports, respectively, the developmental activ-
ities of various institutes and factories. By this activity
the : Department takes over a highly important part of task
the development activity of factories and trade. This un-
dоubtedly significant and useful activity has, however, a
by-effect namely, market research aimed at assessing the
quantitative and qualitative machine requirements of farms
rеmaned.: only, at an initial stage."

aândôr . К(JVлCа
Managing, director,

Preserving Factory, Нagykôrös.

. Emphasizes, that vertical co--operation means a si-
multaneous proportional participation in responsibility.

.. Future development may disclose new possibilities
of co-operation too, and may extend the significance of some
of them, : but the facts  that the interests are common, long-
range interests are: of decisive importance and relations
should be ;developed on this basis, must by all means be un-
equivocally accepted in the whole vertical system of vegeta--
b1e-- and ::fruit production.

Sândor LAKAT4S .

In$pectorate of the Central hiarket Hall,
Budapest;: -.

'Direct marketing activity of producers is a positive
phenomenon, especially in cases when consumers' demand on
fresh commodities is justified. Due to the so called multi-
channel commodity turnover, fruit- and vegetable supply was
more satisfying and of higher quantity and quality in the
lastyear, in spite. of the unfav©urаble weather conditions)
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Мik10 s МЕNTÉNYI
Department leader,

Ministry for Agriculture and Food, Budapest.

-. The. unsatisfactory elasticity of financing forces
enterprises to neglect prescriptions of administrative na--

t uire . 
. ., .

Common interest in the vertical system of production,

processing and marketing -- including foreign trade too has

emphasized importance and requires гapid realisation.

In lack of common interest market effects running

through the whole system will be prevented. .

Jб х в еf- NACY
Director

5tate Farm, Рбсв,

. Does not agree with the 
. 
threefold division of ixztвr~»

est sphere. Firm interest should not forcibly be sepaiated

from : national economic interast, acknowledgemszгt of persºnal.
and national economic interest . is, aceordјngly, sufficient,~

, '/Ferene ERDE' - reflecting at this statement вaid,
that even the lack of recognition of. firm interest results

in an unsatisfactory activity of certain farms, meaning,

that they still do not ' follow the new economic principles
in their actions' . ... , .. , .

Ja.rios uKRTQN -

Chief d.epartтent leader 
Roseareh institute for AgricuLtura3. Economics, Budapest.

` Economic research 'work dгcq numerous conclusions..._.._._
concerning  the

. 
structure of foüd.-aoonomy in. the capitalist'
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Countries, and the efficiency of vertical organizational
forms of food production, processing and -- marketing.

"The findings - if not 'the most important ones but
those proveds scientifically - are the following: .

1. The various organizational forms of vertical re-
lations are organic elements of the socialist commodity
management ât least in the same degree as.theÿ are in capi-
talist commodity management.

2. Scientific research has not arrived at any uni-
form model concerning vertical organizational solutions. On
the contrary! Both analyses of concrete experiments and mo-
del calculations or scientific systematization of interna-
tional experiences equally suggest that each branch requires
a different vertical organizational form.

3. Still a general regularity seems .to take shape in
food economy: the tendency of development is most efficient-
ly represented in food economy by regionally organized large
size vertical branch systems on one hand, and large-scale
enterprise: embracing vertically the activities of 'production'
processing and marketing, on .trie other. .

Besides these two basic forms numerous transitional
solutions have also reasons for existence,.depending on the
developmental stage of production forces, and to' 'a, high ex-
tent also on subjective conditions.

4. The opinion in which higher forms of vertical or-
ganization,: even vertical integration itself, are only neces-
sary when the forges of production attain a higher level of
department, is-not justified.

Backwardness of production forces can more easily be
eliminated in all phases by use of vertical forms of economic
crganization. This is the experience obtained when study-
ing the capitalist economy.

5. Industry penetrates agriculture to an ever in--
creâsing extent not only by its technical means, but also by
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giving а good example öf organization and structure, and
stimulates to studying the possibilities of developing со-
operational organizations . embracing all econom~.c processes
up to the final product.

The question is s how can higher economic results be
attained by а lower social input, through the vertical or-
gani~at ion of economic management?

Closer forms of vertical cooperation between under-
takings can be realized by deliberate actions of economic
directing organs.

1t is very difficult, even almost impossible to re-
cognise the common vertical interest in the present regis-
tration and information system in general. But who: could
make the partners operating in various phases of the verti-
cal system aware of their_ interdependence? One of tr~e cen-
tres of this task is undoubtedly the profession of, agricul~-
tural economics •"

;.';(: ~.1e . • .. 
'. . . . • ' , ' . ...

..  .  , ..•.,: ..:, ': . . ,

Concerning  the difficulties of , transition period
followings were stated: 

Cooperatives and state farms try. to escape the priee
in three ways :

1. they try to receive the highest poesible state
support, credits, dotations, etc.,

2. , they extend their activities . beyond agricu.ltural
production to marketing, processing, or to industrial рго-~ ,, .
dиctiorz and service outside the food economy,

З. finally, wi.thi,n the given limited possibilities
. they. rпodi the; structu+e of farming in favour of more pro-'

fit,able : branches, and combine this step with rationalizing
their farm organization and reducing . costs

. 
.''.,1п 

a peculiar way, their efforts are directed to a
~ relatively limited extent towards the fourth solution:,::. :the° Ь
technical development. This phenomenon is in connection with

gap
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the fact, that increased utilization of production means of.

industrial origin seldom results in cost . reduction and high-

er enterprisal:and cooperative incomes respectively..

. It 'is in this very field, the field of improving the

forces of production, that a further extension of vertical

relations, mainly. within. the frames of regional undertakings

of large dimension, may bring about a more ,rapid. progress.

Istv~n SßLT

Managing director

Dairy Trust, Budapest.

Presented the development in milk production and milk

processing and suggested a number of reasonable solutions

concerning a closer cooperation between dairy-farming and

milk industry. In case of dairy-farms: producing large quanti-

ties of milk, processing milk within the farms and even de-

liverгng milk products to the trade organs is more economical.

It is a rational solution not only because 'the units

of the Dairy Trust will not have the capacity to keep apace

v~ith the increasing milk production, but also because initi-

ations by the producing farms will stimulate the workers of

the dairy industry- and`a sound competition" may 'dеvёloр.

Ferenc VGI' dr, . : :

Professor,' ' . .

"Marx К~го1у~" University
Budapest, 

. c..

.

f Еcоnomic SciÉпces,

During the last , ten years accuтnulation..has.: consider
ably increased in the cooperative farms, both in absolute

value and as related to, the total income. 1n 1962 l63% of
the 'utilizable gross income part was accumulated - including
amortization -~, between 1962 and 1.9б6 this proportion was
l8-2 percert, while in 196_7 it was already over 23%. Ii
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the last 3 years 6о-62 of the net income.was accumulated.

Ё t the end of 1967 accumulation funds of farms, amounted to

4,7 milliard Ft /including, security funds/ and amortization

funds to 1,6 milliard Ft.

In the cooperative sector the extent of accumulation

is differentiated. In the low income cooperative farms accu--

rйulatiоn w88 340 Ft per 1 cad.yoke as compared to a coopera-
tives' average of 620 Ft. In the. best farms Soo-lloo Ft per
1 cad.yoke is the rate of accumulation i.e. two or three

times as much as in the low income farms.

The rate of accumulation shows a less differentiated

pattern if investigated according to its rate per working

agricultural cooperative farm member.

There are a considerable number of cooperative farms

unable to produce net income by their own farming activities.

Therefore the various forms of state support should be' con-

sidered parameters of farming just the same way аs prices,
taxes, etc

High density of membership often hinders the attain-

ing of net income by own activity, and checks , the further

extension of production. . .

Realization of accumulation from thé profit has de-

veloped in the state farmssince the introduction of the.

new economic, system. Preliminary data of 1968 show that

state farms use 25 percent of their gross income as net in-
come. Their output is about 1,1 milliard Ft, out of which

54% remains within the frames of farms, the rest is paid
back as taxes to the state .budget. Round 334 million Ft 561

-of the profit retained in ,the farm, is kept up for develop-

ment funds, the 44%, about 260 million Ft is used to share
funds •

As contrasted with the accumulation sourcee of cо-
öperative farms, two peculiar features are shown heré,
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1. State farms pay a larger proportion of their net

inсо:аев to the state than cooperative farms do.

2. In the state  f arms development funds are consi-

derably sлialleг ̀ than amortization funds, while in the. co-

operative farms accumulation funds are about three times as

high as the sum of amortization.

Only those farms will be capable of progress, which

will have a determined proportion between accumulation and

fixed-, and current assets. Beside profitable farms thérе
will b a a considerable number of them which cannot carry on

profitable farming: state support will continue to be in-

dispensable to maintain and operate them.

Indirect income withdrawal is realized through

prices. This method his been considered as the most useful

way of withdrawing differential incomes, though it is by no

means а sufficiently efficient method of state influence
exercised on enterprisal ' activity. While it reduces the ab-

solute amount of differences existing between incomes, at

the same' time promotes the dispersiоn of incomes.

А new form ̀of state withdrawal introdhced in the .

middle of the last year is the regulative tax aimed at in-

fluencing. the proportion of income used for wages and accu-

mulation. Its effect an farming cannot yet be assessed; a .,

thorough analysis can only be performed with detailed data;

available.

Our agricultural undertakings would like to receive

longterm credits of large sums, while the National Bank'

hardly grants the half of them. The . relation between credit-

ablity of farms and long-term credits granted, should be exa-

mined without any delay. .
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lvan ' G6NuZI ...dr.'
Professor :

Agricultural. College of Debrecen.

Having. thoroughly analysed the causes and conse
qûences of differentiation in enterprisal and personal in-

comes in food econo:-пy, attention has to be called to certain
distortions in -the interest system of cooperative farms
which should .:by.all means be eliminated in order to moderate
the incошe differences.

A serie of economic political regulations issued in
accordance with the directives of the new economic system
aimed at levelling, or at least decreasing the outstanding
differences in incomes. Credits of quite a number of poorly
operating farms were cancelled; a ney land tax system "decree
determined a .progressive tax rate for :better conditioned co-
operative farms and ensured exemption from taxes for farms

/under 4 gold. crown/ areas; a new supporting system helping
the poorly -conditioned cooperatives with .highly varied meth-
ods /price: support, income supplementation,.longerange do-
tat.ion, investment support, credits, etc.t ha 'сomе into
force.

Experiences . obtained so far show that although in--
comе level of unfavourably conditioned cooperatives has also
been raised and reached a constant definite minimum personal
income - the relative income difference between i.näufficient-

ï îy and well operating cooperative farms has still increased
instead of decreasing.

! •, •'[ 4 ~; ç ". Income differentiation of : cooperatives is undoubted

ly highly problematic equally from :social, nàtional econo-
mic and firm aspect. Although in the ::new economic system
differentiation of personal incomes according to enter-
prisal results is considered one of the most important fа;~.
tors of stimulation, differences in оореrаtјvс farms' р Jr--
sonal incomes go bе;јond limits reasonable from either in-
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centive or social points of view. A part of these income dif-

ferences . - on the other hand - is resûlt of a differential

income more . or less independent of the working membership,

and not a function of a justified enterprisal profitability.

Dispersion is too high to be justified from the point

of view of economic stimulâtion or to be maintained without

a social strew. .

Ervin ZSUFFA

Ministry for Agriculture and Food,

Budapest.

. Categories used in income studies should be altered,

or at least adjusted to reality in a way to make them suit-

able to draw macro-economic conclusions and if necessary

to take regulative measures at a national economic level.

Mrs Aladr 16D

Chief department loаder
Central Statistical Office, Budapest.

Referring to Mr. Gänczi's lecture:

"When comparing 10% from lowest agricultural income

strate to the 10% highest the Statistical Office found that

the difference between incomes originating from collective

farming alone is really very high, about tenfold. However,
when collective and homeplot farming are considered to-
gether, the difference is only fivefold as it is wéll known
that both complement each other. And if total incomes, i.e.
those originating from collective and homeplot farming and
from non--agricultural wage incomes, the difference is a mere

threefold. Thus,, in the income of agricultural population

diвpërs ion -- in fact - is similar to that of other fields of
national economy. It is from this point that we must start
when establishing the interest systems."
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/Мг. Gönc z i answering to Mrs Мбd; Hungary has no such
completely reliable and unambiguous statistical data as in-

ciud.ing the joint consideration of collective an homeplot

incomes. representative statistical data should be looked

upon 1x ith adequate criticism. In the case of a poor home-'

plot income, accompanied by high collective and other in-

comes, inсоmс dispersion is low than when both hбтперlоt
and collective incomes are very low, and no other employ-

rient is possible, as for example in certain east Hungarian

regions. The question is, hors these three elements are

built on each other, ве it in farm of a model, it may con-
tain subjective or voluntary elements • in an unrecognisable

rate, or according to the patterns of the real situation.

If the two extremities are choceen according to the actual

situation, income dispersion is essentially higher in the

cooperative farm sector than in other branches of national

economy.




