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Keeping young farmers in rural areas

HANTOS, KRISZTINA
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Summary findings, conclusions, recommendations

Agricultural subsidies alone cannot solve the aging problem of rural areas. In
some cases enthusiasm is not enough, because a lack of financial resources prevents
young farmers from launching enterprises. Isolation, lack of information and sub-
sistence insecurity are all problems faced by young farmers, which need to be ma-
naged. It would be reasonable to extend the support scheme provided for new en-
terprises to also include those farms which have already been launched, but have not
yetreached the size considered viable. Considering that the subsidies involve retros-
pective financing and that the majority of young farmers are lacking capital, increa-
sing the amount of the advance payment would also be recommended. Young farmers
could be further supported by providing subsidies for voluntary cooperation and by
setting easier terms for purchasing land from the National Land Reserve, as well as
by developing the rural infrastructure and a comprehensive agricultural education
system, including management training.

Introduction ing to find the reasons of the unfavourable

social and economic changes affecting the
There are less and less young people who

think that agriculture can provide a secu-
re income and are willing to overtake the
management of a farm. The support sy-

rural population and are also analysing the
possible consequences. Most of the studies
are focusing on the unfavourable demog-

stem did not prove sufficient to solve the
generation problem of the rural agricul-
tural population. The scheme of early re-
tirement was planned to be started from
2006. This measure could provide income
to the elderly generation and at the same
time provides opportunities for the young
people to start an enterprise. It is unfortu-
nate that this scheme could not be imple-
mented in time.

Mostimportant questions are for the co-
ming years: Who will cultivate the land?
What will happen to the rural areas? Why
are the young farmers so small in number?
Farmers, local interest representing bo-
dies, politicians and researchers are try-

raphic trends of the last decade.

In thelast two decades the population of
Hungary has gradually decreased; in 2005
it hardly exceeded 10 million. Paralell to
the decreasing population the other unfa-
vourable tendency is the ageing of the po-
pulation, which from the nineties can also
be observed all around Europe. This un-
favourable trend can also be seen in Hun-
gary. On the basis of the data published
by the Hungarian Central Statistical Offi-
ce (KSH) in 1870 only 5% of the populati-
on was older than 60, while in 2005 every
fifth citizen was over 60 (Table 1).
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Table |
Population over 60

Year National ratio, %
1870 5.1

1900 7.5

1930 9.8

1960 13.8

1970 17.0

1980 17.1

1990 18.9

2001 204

2005 21.2

Source: Census, 2001.20. Living conditions of the elderly. KSH. 2004

The problems of the society have, of
course, an impact on the various sectors
of the national economy. The problems ca-
used by the decreasing and aging populati-
on can also be seen in agriculture.

The decrease of rural population was the
most significant in the sixties. Due to the
collectivisation taken place between 1948
and 1967 and to the extremely high pub-
lic charges approximately 300 thousand
people abandoned agricultural activity
and tried to make a living in other sectors.
The nineties brought about other changes
in the agricultural economy. following the
economic and political transition of Hun-
gary, the Acts on privatisation, compensa-
tion and on cooperatives had effected radi-
cal changes in the structure of ownership
and land use as well as had a significant ef-
fect on the forms of farming and on agri-
cultural employment.

In 1999 the total number of the emp-
loyees of agriculture, forestry and fis-
hery was 275 thousand and by 2005 this
number decreased to 194 thousand. From
the regions of Hungary most agricultu-
ral employees can be found in the region
of Southern Great Plain. However, this is
the region where the most intensive dec-

rease were experienced in the last 15 years.
Peripheral small settlements are in the
most disadvantageous situation, where
infrastructure is at a low level, skilled la-
bour force is scarce and the sector of com-
merce and services is also undeveloped.

Owing to the unfavourable changes of
the economic and employment policy the
rural population decreased during the last
decades. The majority of those who were
earlier engaged in agriculture moved from
the villages to towns for making a living.
On the basis of the household income sur-
veys of KSH, it can definitely be seen that
between 1962 and 1982 the income diffe-
rence between the capital and the other
Hungarian towns and settlements was
slowly decreasing but from 1982 the diffe-
rences started to increase again and since
1990 it has significantly increased.

It can be seen that the young generati-
on escapes from the futureless agricultu-
re and only elderly people who are bound
to the rural areas even if employment, inf-
rastructure and services are lacking there.
On the basis of the statistical data of
2005 52% of individual farmers are
over 56 years (Table 2). The share of
pensioners in family labour of indivi-
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dual farms accounts for 40%, and the
family labour of the young generation
(under 40) decreased to its half betwe-

en 2000 and 2003. In 2005 less than
16,000 young farmers under 35 years
were registered.

Table 2
Average age of individual farmers
Male Female
2000 2003 2005 2000 2003 2005
Average 52 54 58 59 57
age, year

Source: KSH, Farm Structure Survey of 2005

By looking ahead it can be summarised
that in a few years a significant part of the
farmers will become too old for doing ef-
ficient farming. However, the agricultural
sector will still be important in the natio-
nal economy since the natural conditions
in Hungary are excellent for agricultural
production. Consequently, the manage-
ment of the demographic unbalance and
the creation of more favourable conditions
for the young farmers for farming are of ut-
most importance.

How to keep the young farmeres
in rural areas?

By which measures can the young ge-
neration be attracted in rural areas and
how can they be encouraged to start an
enterprise?

1. Financial means:

a) Subsidies

b) Loans

2. Opportunities:

a) Assistance to land acquisition

b) Strengthening the local cooperation

¢) Development of vocational training

3. Information means:

a) Development of the agricultural in-
formation systems

1. a) The support scheme aimed to as-
sist young farmer’s enterprises will also be
avaible during the programming period of

2007-2013. This support scheme has been
applied since 1998, first it was financed
from the national sources and later from
the community budget. It could more ef-
fective if some of the requirements of ten-
dering were modified. For example, it is
a difficulty that no tender can be submit-
ted by a farm over 2 ESU. There are a great
number of young farmers who are already
engaged in farming as the parents can pro-
vide the background for launching an en-
terprise. Some of these farms exceed the
above size limit but they are not yet viab-
le. In the frame of the support scheme it
would be worthwhile to provide assistan-
ce also to those farms which have alrea-
dy be launched but are not viable yet. Con-
sequently, the size limit should be increa-
sed or eligibility should be determined on
the basis of the viability of the farm.

It is characteristic that the majority of
the young farmers do not have any initi-
al capital. Another difficulty of the sche-
me is the post financing. From 2005 ad-
vance payment of 25% can be financed in
the frame of all support schemes financed
from the Structural Funds. By increasing
the amount of the advance payment the
young farmers could be encouraged to la-
unch forth an enterprise.

b) Among available loans the loan provi-
ded by the MFB (Hungarian Development
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Bank) is the only loan on the market which
is also aimed at young agricultural entrep-
reneurs. This loan provides first of all fa-
vourable financing for the investments of
SME:s in the fields of agriculture and food
processing. One of the sub programmes
provides assistance definitely to young ag-
ricultural producers forlaunching forth an
enterprise. The loan requires own capital
from the young farmer minimum 15% of
the net budget of the investment. The amo-
unt of the loan is HUF 5-50 millions and
the rate of interest for 3 months EURO-
BOR is maximum 3.75%. It is interesting,
however, that by the summer of 2006 from
the HUF 40 billion budget of the program-
me HUF 28 billion has not been used up
yet.

2. a) It is reasonable to connect the sub-
sidies provided to young starting farmers
with the support scheme of early retire-
ment since most young farmers take over
the farm from their parents. In order to fa-
cilitate theland purchase of young farmers
from the National Land Reserve priority
and preferential prices should be provided
to them. By easing the terms of land pur-
chase the young people who do not have
an agricultural family background and are
going to abandon the rural area due to ho-
peless conditions of farming would also be
encouraged to stay.

b) For managing the farm profitably not
only the subsidies provided to land pur-
chase and the loans but also the plans for
the machinery, the sales and supply are
required as well as finding suitable part-
ners. During the last years the strengthe-
ning of the POs could be seen, however, the
organisation of the farmers and the coo-
peration among the producers, processors
and traders are still at low level. The POs
account for only 12% in the total output of
horticulture; in the case of animal produc-
ts only 18% is provided by POs. The orga-
nisational level of the producers, who ac-
count for the majority in agricultural pro-

duction, is low so this weakening their
negotiating position. In order to integra-
te the supply of enterprises and adjust the
production to the market demand it would
be desirable to strengthen those local or-
ganisations which aim to perform these
tasks. By the end of 2006 about 850 POs
were established. The efficiency of the or-
ganisation could be increased by safegu-
arding for the interests of more than 12-
15,000 members. First of all it would be
important to increase the membership of
the POs rather than their number. In the
future more subsidies should be provi-
ded to the cooperatives. It would be good
if the negative image of cooperatives deri-
ving from the past could be changed since
cooperation could help in the competition
by decreasing the disadvantages due to the
fragmentation of the properties, deprecia-
tion of the machinery and to the lacking
supply and sale relationships. The young
entrepreneurs would be an ideal target
group to revitalize cooperation. In contra-
ry to elderly farmers young people are less
tempted by the past and are able to react to
the new challenges more flexibly.

In Hungary there are 431 Telehouses,
which provide various services. They re-
commended forming a section for young
farmers where each farmer could register.
On the website the most important data of
farming would be published: such as the
starting date, the farm size, the number of
employees, the title of the support awar-
ded, the projects to be implemented, the
supply and sale channels, the lacking re-
sources of farming and the business part-
ners of the farm. Of course, it is only the
entitled farmer who can authorize the ac-
cess of the data. The on-line operation of
the system ensures that the young farmers
have access to the data and can develop bu-
siness relationships.

¢) The qualified farmers are also lac-
king in agricultural production. However
the institutional background of agricultu-
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ral education has been established but the
qualification level of individual entrepre-
neurs is low. In 2005 4.9% of the mana-
gers of self-subsistence or semi-sefl-sub-
sistence farms had a basic level qualifica-
tion; 7.4% had a medium or higher level
qualification.

Furthermore, in the group of commer-
cial farms the qualification level of the far-
mers’ is extremely low; 80% of the farm
managers have not got a qualification of
medium or high level. Since the Acces-
sion it has turned out that the manager
of a farms requires in addition to the fun-
damental agricultural and technological
knowledge more and more information on
management, marketing and IT. He has to
be familiar with the legal labyrinth of sub-
sidies, and the EU requirements.. Among
therequirements of the support scheme for
young starting farmers the qualification
requirement should become more impor-
tant and the qualification level required
should also be increased. In the evaluati-
on the participation in a trainee program-
me abroad should be more weighted. On
the basis of the experience of the Educa-
tional and Advisory Institute of the Mi-
nistry of Agriculture and Rural Develop-
ment (FVM) the farmers who participated
in such programs have gained great expe-
rience and have ideas and after returning
home they are more enthusiastic over the
enterprise.

In the future the participation of young
starting farmers in adult education should
alsobe supported. In the present program-
mes of adult education the above-mentio-
ned subjects such as, EU-studies, accoun-
tancy, management and marketing sho-
uld also be included. The young farmers
having up-to-date information could bet-
ter adapt to the new requirements of the
market and in this way, the competitive-
ness of their enterprises could indirectly
be improved.

3. a) The development of the on-line in-
formation systems mentioned above would
fill a great gap. At present in Hungary no
database is available which could provide
an overall picture of the enterprises mana-
ged by young farmers and on the informa-
tion required by them. In addition to the
database this system could also include the
current calls for tenders, the list of accredi-
ted experts of extension and proposal pre-
paration, the interest representing bodies
in close location. This system could provi-
de an opportunity for organising the supp-
ly and the sale and form the demand and
the supply. The list of POs and Machinery
Circles located in the region of the registe-
red farmer could also be found on the web-
site. This way the farmers who have autho-
rized their data all over the country could
be contacted. By the help of the data (e.g.
location of the enterprise, field of activi-
ty) it would be possible to contact the right
persons and organisations engaged in the
management of the farm.

At present in the Hungarian agricultu-
re there are 1.6 server per 100 employees
and more than half, that is, 65% of the ag-
ricultural enterprises do not have an own
homepage and do not plan to have one.
Therefore it is of the utmost importance
that the young farmers have access to in-
ternet at least in the Telehouses and can
find most of the information required. In
agriculture every fifth employee works on
aPC. Thisis dueto thelacking financial re-
sources. From among those who work on a
PC only 10% have internet access.

In the future by distributing the natio-
nal and EU subsidies more attention sho-
uld be paid to the technical and IT develop-
ment of agricultural enterprises.

In the above we did not mention the lac-
king technical background, which prohi-
bits agricultural production. Certain ele-
ments of agricultural production and fo-
restry, the roads, servicing facilities,
post-harvest facilities, storage capacities
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and equipment required by forest propri-
etors are all lacking or are depreciated. .
The unbalanced distribution of the male
and female farmers among young farmers
was not discussed among the problems to
be managed. The fact that the number of
female employeesis verylowin agriculture

may also have an effect on launching forth
an agricultural enterprise. Will the young
entrepreneur find a partner for farming?
What are the perspectives of a woman who
is an agricultural entrepreneur? These are
the further questions which have tobe ans-
wered for the long-term development.
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