
 
 

Give to AgEcon Search 

 
 

 

The World’s Largest Open Access Agricultural & Applied Economics Digital Library 
 

 
 

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search. 

 
 
 

Help ensure our sustainability. 
 

 
 
 
 
 
 
 

AgEcon Search 
http://ageconsearch.umn.edu 

aesearch@umn.edu 
 
 
 

 
 
 
 
 
 
Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C. 

https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu


Applied Studies in Agribusiness and Commerce – APSTRACT
Agroinform Publishing House, Budapest CONFERENCE PAPERS

1. Introduction

We would like to find the answer to the question how
some significant products of Hungary can provide the
families with the income that they can live on. I aim at the
economical examination of the asparagus, the cucumber. To
do this I will apply the so called Standard Gross Margin. The
agriculture of the states of the European Union is measured
with the help of this method. It can also help us in the future
to decide whether the different farms belonging to families
are economically viable in Hungary. I make suggestions
regarding the sizes of the area, which would be required to
provide a livelihood for a Hungarian family.

Agriculture has been and probably will be a significant
branch in the south part of the Great Plain in the future as
well. Besides the mass products and in many cases instead of
them when forming the agricultural structure, this region has
to pay more attention to the branches that were important in
the past (Berde, 2000). Hungarian experts who are famous in
foreign countries as well deal with these branches and they
provide excellent products (Juhász et al., 2006). The rules
referring to these products are more liberal in the market
places of the European Union and their development is not
controlled by strict quota systems. In the south part of the
Great Hungarian Plain a lot of unique products of excellent
quality are produced

2. Material and method

2.1. The Standard Gross Margin (SGM)

Our calculations were carried out with the help of a
method worked out and applied in the European Union. In
the European Union the agricultural enterprises have been
regularly assessed (since 1966) and comparative data have
been given to the decision-making organisations of the
Union (Hajduné et al., 2007). Because of the number and the
variations of the enterprises more than one form of
measuring was applied such as the territory of the factory, the
number of the employees, the number of the animals bred
and the price of the products sold. As it was experienced the
achievement of the agriculture in a state could not have been
defined by these forms of measuring and by the combination
of them. Similar to this they were not sufficient to determine
the economic size of an enterprise and to compare the
different factories from economic aspect (Kovács, 2001).

The unified classification system (the economy typology)
was accepted in 1978 that pays attention to two aspects, the
type of farming (the structure of production) and the size of
the economy. In order to define the economic size the
Standard Gross Margin (SGM) was worked out (Kovács
et.al.,1999). The natural data referring to the structure of the
factory cannot say anything about the achievement of the
agriculture of a country and they are not good for economic
comparing. The size of the factory is defined the best of all
by the potential profitable capacity which equals with the
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total standard gross margin (SGM) of the particular factory -
which is the same as the added value (Agriculture in the
European Union 2001, European Commission ).

2.2. The calculation of the Standard Gross Margin

According to the regulations of the European Union, in
cultivation of plants the costs of the seeds, the propagation,
the artificial fertilizers, the insecticides, the heating, the
irrigation, the processing, the classification, the packing, the
insurance and other variable costs that are connected with the
particular production activity have to be taken into
consideration among the direct variable expenses. The
indirect variable costs are also defined. The variable
expenses in connection with the machines belonging to the
factory (such as fuel, lubricants, repairing costs) are listed
here. These two groups together mean the variable costs of
the economy (Hajduné et.al.,2008). It does not include the
costs of amortization and the rent of the agricultural land.
This method takes into consideration every wages and their
complementary costs as constant expenses without paying
attention to whether they were paid to the owner of the farm
or to a family member or to an employee. The amortization
costs of the tangible assets, the rent of the agricultural land
and the general costs are referred to as constant expenses.

The SGM1 and SGM2 index numbers can be calculated
on the basis of the relations mentioned above.

SGM1 = sales – direct variable cost (direct material costs)
SGM2 = sales – direct variable cost – indirect variable

cost (the direct material costs and the direct costs of machine
work are deducted from the sales). The SGM2 index number
is in fact the gross income (Ferencz, 2006).

2.3. The Necessity of Live Labour

The basis of the economy producing unique Hungarian
products is to deal with growing plants that assure the costs
of living for a long time; can be easily produced in the south
of the Great Hungarian Plain, can be easily sold in the market
and can be produced by own live labour (Ferencz, 2006).

The necessity of live labour has to be determined
especially in the harvesting and the selling period. It can be
calculated on the basis of detailed producing technology. In
this essay we determine the area that a family can cultivate on
its own – without employing workers seasonally. If we take a
family with four members we calculate with three manpower
units. In our earlier research the working days and working
hours in cultivation of plants were defined. These data are
essential to calculate the necessity of live labour especially
when we plan the working peak. In the harvest phase we
calculate with 7–10 working hours per manpower units a day.
The family can perform 200–250 hours every ten days.

3.Results and discussion

3.1. European Size Units

The economic size of farms is expressed in terms of
European Size Units (ESU). The value of one ESU is defined
as a fixed number of EUR/ECU of Farm Gross Margin. Over
time the number of EUR/ECU per ESU has changed to
reflect inflation.

There are five steps in the determining of farm size in
ESU.

1. Identify the enterprises present on the farm
2. Determine the scale of each enterprise (hectares or

number of animals)
3. Multiply the scale of each enterprise by the

appropriate SGM to give the enterprise standard gross
margin

4. Sum up the different enterprise standard gross
margins for the farm. This gives the farm standard
gross margin (i.e. the total of the enterprise standard
gross margins for the farm)

5. Define the economic size of the farm by dividing the
farm total gross margin by the value of the ESU

As stated above, those farms which exceed a certain
economic size in ESU are defined as commercial, and thus
fall into the field of observation. However, because of the
different farm structures in the European Union, it is
necessary to specify separate thresholds for each Member
State.

3.1. The Economic Assessment of
the Cucumber Grown

The training system for growing cucumber assures bigger
quantities and better quality comparing to the plough-land
cultivation. The cost of it is 3600–4400 euro per hectare that
does not include the farmer’s labour. This system can be planned
for ten years and can be applied when growing tomatoes as well.
A particularity of growing cucumbers intensively is that the size
of the desired product is in inverse relation to its yield and
average price. The yield is lower if we pick cucumbers every day
which are 1 cm–3 cm, 2 cm–5 cm and 3 cm–6 cm big and their
price is higher. In the model we plan to pick 3 cm–6 cm and 6
cm–9 cm big cucumbers every two days.

From among the direct variable expenses the costs of
artificial and organic fertilizers, pesticides, plants, irrigation
and other variable costs were calculated in our project. The
direct variable cost of the cucumbers grown on family farms
with the help of training system and irrigation is 600 euro per
hectare. In our technology 800 euro per hectare varible cost
was calculated taking into consideration the running and the
repairing costs of the machines of own property. The total
variable cost in a year (1.400 euro) was compared to the
probable income. The yield can reach 80 tons per hectare in
the south of the Great Hungarian Plain if irrigation is applied.
The 0,24 euro/kg average price could assure the farm a
19.200 euro income. We must not forget about the fact that
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such an intensive planting culture requires 800 euro costs per
hectare at the beginning taking only an average data. This
cost cannot be taken into consideration among the expenses
(according to the terminology of the European Nations).
Similarly to this the salary cannot be deducted although the
application of live labour is the highest in case of growing
plants in the fields.

SGM1 = 19.200 euro income – 600 euro direct variable
cost = 18.600 euro/year/hectare

SGM2 = 19.200 euro income – 600 euro direct variable
cost – 800 euro indirect variable cost = 17.800 euro / year /
hectare.

The need for live labour is the greatest first when planting
starts. If own labour is used, the work can be finished in time.
The next peak of work appears during harvest when 540
working hours of live labour per hectares are needed. Taking
into consideration the number of the working hours, one
family can manage 0.51-hectare-post system area without
employing working seasonally. The area that can be cultivated
by the family on average assures only 9.076 euro SGM.

3.2.The economic Assessment of the Asparagus

The basis of the production is the asparagus plantation,
which has a good effect on the farming. After planting there
are three or four years without harvest but the field must be
cultivated although there is no income and no other plants
can be grown meanwhile to utilize the area. The cost of
plantation and cultivation is 8.0000 euro in the proportion of
85+5+5+5 every year. Besides this 1600 working hours are
needed. The factor cost of one hectare is 10.400–12.000
euro. The length of the period when there is harvest is 6–8
years. The accountable depreciation is 15% a year. During
this period the quantity of the yield is not the same: in the
first two or three years it is growing, then it is stagnating for
two or three years and after that it is decreasing. In this model
we calculate with the yield of a stagnating year.

The variable cost of the enterprise is encumbered with
almost 220 euro per hectare. This includes the costs of the
materials, the artificial and organic fertilizers, the pesticides,
the packing and the processing. The indirect variable cost of
the farm – according to our survey – is 170 which gives a
result of a total 400 euro variable cost. In the south of the
Great Hungarian Plain – taking into consideration the areas
not abounding in nutrients – we can calculate with a five-
tonne average yield per hectare.

The distribution must be calculated with care with a 16
euro/kg – average price. The income is 8.000 euro per
hectare. The biggest peak of work appears during the harvest.
Taking into consideration the number of working hours 0,97
hectare of asparagus plantation ripening at the same time can
be accomplished without employing workers for this season.

SGM1 = 8.000 euro income – 220 euro direct variable
cost = 7.780 euro / year / hectare

SGM2 = 8.000 euro income – 220 euro direct variable cost
– 170 euro indirect variable cost = 7.610 euro / hectare/ year.

The SGM2 for a 0,97 hectare is 7.390 euro.

4. Conclusions and suggestions

4.1. The BreadWinning Capacity of
the Cucumber in Hungary

In order to get the income expected the cucumber should
be grown with the help of post system on a 0,72 hectare big
area. On such a big area other workers have to be employed
during the harvest period for 540 working hours. The cost of
it is 780 euro.

This kind of cucumber growing makes it possible for the
family to make ends meet. On the basis of the significant export,
the market for the cucumber can be said to be steady. The
income depends on the Hungarian sale ring and the processing.
The cost of introducing the post system is high but the income of
the first year can cover this cost on a successful farm.

4.2. The BreadWinning Capacity of
the Asparagus Grown in Hungary

In order to get the income expected the pale asparagus
should be grown on a 1,66 hectare big area. On such a big
area other workers have to be employed during the harvest
period for 469 working hours. The cost of it is 680 euro. The
kinds of the asparagus make it possible for the family to
make ends meet. On the basis of the significant export, the
market for the asparagus can be said to be steady. The income
depends on the Hungarian sale ring. Because of the frost in
late spring it is not recommended to base the whole income
of the farm on the asparagus. Other recommended products
can be the ones the harvesting time of which is not the
beginning of April or the middle of June.

References

Agriculture in the European Union 2001, European Commission.

Ferencz, Á. (2006): Work organization and economic analysis of the
postharvest of an unique Hungarian product. International Journal of
Horticultural Science. Vol.12. No.IV. 11–15.p.

Berde, Cs. (2000):Changes ofApproaches to Management Functions
inAgriculture. Zbornik, Vedekych Prac, Nitra, pp. 217–222.

Juhász, Cs. – Cs. Berde (2006): Synchronisational problems in
organisational motivation in agriculture. Studies in Agricultural
Economics. No. 104. 129–142.p.

Hajdu I-né – M. Nótári (2007): How the costumers judge the food
safety of traditional horticultural products? Hungarian agricultural
research. Jornal of the Ministry of Agriculture and Rural
DevelopmentVol. 16. No 3. 21–23.p.

Hajdu I-né – Nótári M. (2008): Fogyasztói attitûdök vizsgálata a
hungarikum jellegû kertészeti- és élelmiszeripari termékek piacán.
Acta Oeconomica Kaposvariensis 2008.1.sz. 25–32. p.

Hajdu I-né –NótáriM. (2008):A „hungarikum” termékeket fogyasz-
tók életstílus vizsgálata. Élelmezési ipar. LXII. (2008) 4. sz. 101–105.p.

Kovács G. – Keszthelyi Sz. (1999): A tesztüzemek 1998.évi gazdál-
kodásának eredményei, AKII Füzetek,1.

Kovács G. (2001): Mérethatárok és lefedettség, Magyar
Mezôgazdaság XII. 12.

Work organization and economic examination of breadwinning of rurality



40 Árpád, Ferencz – Rita, Kalmár


