Krisztian Ritter

THE ROLE OF AGRICULTURE
IN RURAL DEVELOPMENT IN HUNGARY

INTRODUCTION

Agriculture’ and the food industry are connected to the national economy in several

m 1 1 + "
channels of diverse intensity. A fundamental aspect of the agricultural sector is

the important role it plays both in developed areas and in the disadvantaged and
backward rural regions, where the positive effects of the national economy are slow
to take hold. The structure of agriculture and the inequality of conditions and re-
sources for production all emphasize the multifunctional role of agriculture in
a) levelling out and toning down regional differences; b) solving the social prob-
lems of the countryside; and c) preserving rural values and heritage. After the po-
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change in the structure of land use and landownership, as well as in the organisa-
tion of production and factory structure in the country. In addition to these chang-
es, there was significant market loss on both the internal and export markets. The
organisational changes resulted in considerable withdrawal of agricultural capi-
tal, further aggravated by the very low investment return of agricultural produc-
tion and the effects of globalisation. All these factors together contributed to the
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re-evaluation of the role of agi‘iCuumc This paper is based on the latest statistics
published by the Hungarian Central Statistical Office (HCSO), the statistical data
of the European Community (EUROSTAT), the results of earlier studies of the
Institute for Rural Development and Extension on the topic, and the findings of
our recent research.

' Including forestry, fishery and the hunting sector.
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THE ROLE OF AGRICULTURE AND FOOD INDUSTRY
IN THE NATIONAL ECONOMY

Agriculture

According to the latest statistical data®, 83% of the country’s 9.3 million ha
total Iand area represents agricultural areas, of which utilised agricultural area
(UAA) represents 5.8 million ha (62.9% of the total). This is the highest share of

cultivated land in all 12 candidate states. 10 of which have iust ioined the EU as
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well as Romania and Bulgaria, analysed together; and analyses concerning all EU
members take into account 27 states. In the old 15 EU member states® the average
is 40.6%. The UAA of Hungary would contribute nearly 3.1% of the UAA of EU-
27. Arable land represents approximately 76% of UAA, permanent crops 5% and
permanent grassland 19%. The agricultural area per person working in agriculture
is 23.3 ha (EU-15 average is 19.3 ha).

Although the decreasing importance of agriculture in the national economy is
a European trend, this loss in Hungary in the past decade has not only happened
in relation to other industrial areas, but also in relation to both investment and ab-
solute value. Its share in GDP fell from 13.7% to 4.3% between 1989 and 2001,
however this is still higher than the European average (1.7% in 2001).4 Agriculture
was not able to maintain its outstanding export trade position either. Agriculture
and the food industry sector had a share of 22.8% of total export in 1989, and 7.8%
in 2002, while the balance of trade in regard to food products remained positive.
At the same time, the agricultural share of total imports reached 3.5%. 49% of
all import came from the member states (in 2002), worth 640 million USD (see
table 1). At the beginning of the 1990’s the ratio of agricultural investment was
8.7%, by 2000 it had dropped to 3.3%.

From a social perspective, the importance of agriculture lies primarily in em-
ployment, although the Hungarian statistical figures are not adequate for a full
analysis. The share of agriculture in employment between 1989 and 2000 dropped
(sharply until 1994, then moderately) from 14.4% to 6.5% and to 6.1% in 2001, and
remained at the same level in 2002 (see table 2). This number is slightly higher than
the EU-15 average (see table 3). At the same time, according to the Agricultural
Census (AC, 2000), 20.3% of the total population and 23.7% of the adult population

are engaged in some kind of (hobby, supplementary, livelihood or full-time) agricul-

tural activity. Thus agriculture encompasses more than purely economic factors.

z Source: MARD — Ministry of Agriculture and Rural Development, 2003; AC - Agicuitural
Census, 2000; OPARD - Operative Program for Agriculture and Rural Development, 2002.

3 Source: EC (European Commission): Agricultural Situations in the Candidate Countries, Coun-
try Report on Hungary, European Commission, Directorate-General for Agriculture, July, 2002.

* Source: EUROSTAT.




"(Sonsnels 2010§ noqe| [enuue) (OO Pue (SoNsnels 9010J Inoge] pue Juswkopdws jenuue) 1 v 1SOYNT ‘uoissnuwo)) ueadomsy] :201n0g

el €9 6'6 (A3 | 19 ol 'Sl o6t 'L 6'v 1002
£el 69 96 L81 vl 9 V'8l 1ad 14 0'L [ 0002
: L 801 - - 0L LA Ll L'y 88 £¢ 6661
: - ¢l - - £l Lo¢ L'81 = $'6 9¢ 8661
01-20 AS 1S id W NH 1I'T 1371 AD LSd Z0
Anunoo ajepipued Aq ‘(uamiAojdwa UeIfIAID [10} JO %) aminouge ul uswiojdwy
¢2l9EL
"€00T ‘AQYVI :201n0§
1 [4 I I I 9¢ (4% v Ly Sy SalElS Onfeyq
Tl 81 Sl L SI Yt |§ 44 pee 90¢ v SI1O
yic ¢8I 3y 6Cl1 911 (414 1959 9Ly vLY I£€S \AK-CR)
o9 (4%Y 1214 60v Loy Peel {44 8P01 Shil (414! ndg
€00¢ 1002 000¢ 6661 8661 200¢ 100¢ 000¢ 6661 8661
wodug yodxy

(asn uorjrur) uordar Aq Ansnpui pooj pue axmnoude jo wodwr pue wodxg

1 9[qeL




0007 ‘DV :391n0§

81 ¢0 ey Q0T 19A0
8y 0°¢ ey 001-01
LT 0's ey o1-1

L 0°0L ey [ Iapuny

9 ®aIe [RIM[NJUZE PIsIIIn JO JeY

9} SuLIR] JO B Y

SSR[D 9ZIS W'

000Z ‘SSe[d 9z1s wuej 0} SuIpIodde Sulre] dleatd

¥ aIlqel

“(sonsnes a210J Inoqe[ [enuue) (IOFO PUE (SONsNes 910§ anoqe| pue JuawAodws [enuue) [ V.ISOWNT ‘UOISSTUIWO)) Ueadoiny :301mog

[ 7 Vi 9C | 8C | 6T | 8S|TE | ST |TSIOL|I TV S9|1091 9T 8¢ |vI| 100
198 4 Sl 6CT| T ST | 19|€e | PT|TS|6L|TY |69 | 0L 9C| Lt | 6711 000C
% 91 0E | VO | 9Ct | T9|TE |OTI Ve |98 €y | vL|OLI | 6C|CE | VT | 6661
Ly L1 OE | TLLEL | SO SE 6T |8S|{T6 vy | 6L 8Ll | 8C|LE | TC| 8661
Si-Nd | 9D S 1} 45 d Vv | IN | 1 I df | 44 | H an a|Aada | 4
21v1s Jaquiawl Aq ‘(Juswifo[dwa uBI[IAID [B10} JO 95) 21njjnouge ut juawiojdwy
¢ 2198 L




Kriszticn Ritter: The Role of Agriculture in Rural Development 141
Food Industry

The food industry is responsible for 3.0% of Hungary’s GDP and processes
more than 75% of agricultural produce and raw materials (OPARD, 2002). Food
products, beverages, and tobacco products represent 7% of national exports and
the export balance is permanently positive. The sector’s privatisation took place
in the last decade and there was rapid growth in the number of entrepreneurs. The
number of employees in the food sector dropped by 35% between 1990 and 2000,
the rate in relation to total civilian employment is approximately 3—4%. 95% of
the 8400 enterprises in the food sector are micro or small business with under 50
employees, while only 1.4% have more than 250 workers.

THE EFFECTS OF ECONOMIC
AND SOCIETAL CHANGES ON AGRICULTURE

The economic and societal changes that took place in the 1990’s changed the
organisation and ownership structure of agriculture. As a result of these changes,
today 86% of the agricultural area (41% of forests) is private property, although
land use can clearly be distinguished from land ownership (figure 1). Most agri-
cultural land (59.5%) is leased (OPARD, 2002; MARD, 2003).

Figure 1
Land use and land ownership in Hungary, 2000

L
and use 199 2% Land ownership

86%

O Other agr. Companies M Co-operatives

B Private farms : y
OPrivate  MState® O Co-operative

Source: Hamza ct. al., 2002.
* State owned land is leased or managed by state-owned organisations, national parks and nature reserves.
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Private farms cultivate more than half of the agricultural area. As can be seen
in table 4, 66% of this area is farmed by holdings which are over 10 ha in size
(5.2% of total prlvate holdings). The remainder of the dgl’lLUllLildl area is culti-
vated by cooperatives and other agricultural enterprises. The fact that 91.6% of
this land is cultivated by 37% of the nearly 8500 agricultural organisations shows
the relative concentration of this group (Hamza et al., 2002).

The average size of private holdings is 4.0 ha, while that of all holdings is 6.7 ha
(EC, 2002). This is much lower, than the EU-15 average (see table 5).

Land ownership is thus characterised by an inconsistent distribution and con-
siderable fragmentation. This affects both use and lease adversely, as well as in-

creasing the cost of land administration. The agricultural economic organisations
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or holdings) which have developed from former state farms or collectlve farms,
now operate mainly as leasers. Moreover the lease of private farms is remarkable.
The lease periods are generally short-term (3-5 years on average), which creates
insecurity among the leasers, especially when considering investments, and also
makes reasonable concentration of land difficult to achieve.

The number of agricultural orgamsatlons showed a 12-fold increase between
1990 and 2000 (76% of Ulgaunauu S a
tural sector is dominated by enterpnses with a low number of employees: 96%
of enterprises employ under 20 people, while those with 250 or more employees
barely reach 1% (AC, 2000; OPARD, 2002).

The land use and methods of private entrepreneurs have been simplified in
a way that requires little manpower. The diversified product structure of previous
collective and state owned farms and private farms® connected with them has fall-
en apart as a result of political and economic changes. This process was furthered
by the secession of the manufacturing and servicing departments of the organisa-
tions existing on the former big farms. The diversity of the product structure was
hindered by the lack of capital. The differences in the sector grew continuously in
the 1990's as agriculture became less and less profitable.® According to the Farm
Accountancy Data Network, the profitability of agriculture is very low, a mere 2
3. Despite favourable farming conditions, the state of assets’ and low levels of
investment resulted in low and wavering profit. Services (connected with produc-
tion, processing and sales) provided to farmers and the rural population are gener-

e without a legal entity). The agricul-

ally undeveloped. Organisations aiding the marketing of high quality agricultural

produce are embryonic, and their network requires further development.

5 In this case, private farms mean agricultural production on household plots beside coilective
farms and in cooperation with them, in the 1970’s and 1980’s.

¢ The price of agricultural produce tripled between 1990 and 1999, and this was followed by
a 4.4 — fold increasc in industrial input. This tendency continued in 2001 as well.

7In tie ten years following the political changes, there were approximately 4 biilion euro worth
of missed technical development. The production capacity of former collective farms is unservice-
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There is no universally accepted definition of the notion of “rural area” in Hun-
gary and this issue is the subject of controversy. EU or OECD standards cannot be
fully applied due to unique national characteristics. In this article we define “coun-
tryside” as the area outside any settlement with a population of 10,000 people. Ac-
cording to the latest findings and based on previous studies we emphasize those
areas where the number of people working in agriculture dropped significantly
between 1990 and 2001 as “rural areas”.

We face a similar situation when attempting to define “rural development”.
Taking into account the 1996 Cork Declaration and SAPARD regulations, our
opinion is the following: Rural development is a complex development policy or
action that is based on observation and evaluation of a given rural area’s societal,
economic and environmental processes, defines programmes and development
projects involving the local population, and thus targets economic and market
growth, preserves employment opportunities and enhances the general quality of
living in the area.

Regional Differences and Differences in Opportunity

Following the political changes in Hungary, the change in economic and so-
cietal characteristics caused irreversible differences between the various regions
of the country. There are differences between regions, micro regions, and settle-
ments (grouped by the number of inhabitants) in terms of natural resources, farm-
ing areas, economic structure and accessibility. The most prominent and increas-
ing differences can be observed relating to the following: agricultural capability,
economic structures, economic productivity, economic activity of the workforce,
rate of unemployment, level of income, rate of poverty, level of infrastructure and
services. The above factors together hinder the economic and societal develop-
ment of the countryside, create differences in opportunity for rural communities
and threaten rural regions and settlement areas with irreversible secession from

the rest of the country.

able, and the generally bad condition of the equipment meant that they could no longer be used for
production, Current capacities are under utilised, and any development is halted by lack of resourc-
es. Private assets did not follow the changes in agriculture and land ownership. Assels previously
owned by collective farms were either not used or could not be used by small farms. Furthermore,

the shortage of capital limits the rate of acquisition of modern equipment.
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Countryside and Agriculture

In the European Union the “countryside” has a completely new societal and
economic dimension and meaning (Marton, 1998). But in Hungary the fact that
agriculture still has a significant importance in most rural areas, and that rural
policy and agricultural policy generally go hand in hand cannot be disregarded.
Nevertheless, the connections between the countryside, rural development and
the agricultural sector are a much-debated issue. Still, it is a fact that agriculture
and rural areas are inseparably linked as agriculture very much affects a given
area in both economic and non-economic activities.

The importance of rural areas is being re-evaluated in Hungary. Promising
signs can be seen in the resettlement of rural areas, and in the past few years the
development of the basic infrastructure also shows an increasing trend in smaller
towns and micro settlements. However, Hungarian rural development policies
still focus on abolishing the economic backwardness of the rural areas that are
most dependent on agriculture, despite the fact that the agro-economic charac-
teristics of these areas are below average, and the only sources of employment
are agriculture or local governments (as both national and international investors
seem to avoid these regions).

According to EU and OECD criteria, 96% of Hungary qualifies as “rural area”,
representing 73.6% of the population (OPARD, 2002). “Mainly rural areas” rep-
resent 62% of all land with 33.5% of the population, which is 3.5 times higher
than the EU average (9.7%). 36.5% of the total population lives in villages, and
more than one-fifth of the total population lives in settlements of under 1000 in-
habitants, and this group represents 59% of all villages (OPARD, 2002). Services
supporting farmers and rural communities are still underdeveloped. Power-sup-
ply and communication channels are generally satisfactory but other elements of
infrastructure are not adequate and show a wide range of differences related to
the type of settlements. The small villages (especially in the north-east and south-
west of the country) and individual homesteads in the southeast are in the most
disadvantaged position, as their infrastructure is behind that of the larger settle-
ments, and they are very difficult to access.

With regard to demographics, the rural areas in Hungary are at a disadvan-
tage to the towns. Natural population growth decreases at a significant rate, the
structure of the population is unfavourable and ageing, migration from villages is
considerable and the rate of the population who are economically inactive is high.
The unemployment rate is higher in rural areas, and this increases even further in
the smaller settlements, where there are very few employment opportunities for
the unskilled and the elderly. Although this is a general trend, it is more promi-
nent and more difficult to remedy in rural areas than in urbanised regions. The
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problems mentioned above are very significant especially from the point of view
of the agricultural sector and agricultural employment (see table 6. and 7y

In the villages there are hardly any economic activities other than agriculture,
and as a result land cultivation and its related activities influence the degree of
willingness on the part of the people to stay in the settlement. Furthermore, de-
creasing agricultural employment appears concentrated, especially in the north-
east and south-west of the country (see figure 2.).

Figure 2
Areas depressed by decreasing agricultural employment in Hungary, 2001

Map of Hungary

© Krisztidin Ritter, 2004

Source: The author’s Ph.D. research, 2004. In the marked micro-regions the rate of agricultural em-
ployment (% of total civilian employment) decrcased by more than 10% between 1990 and 2001.
(The rescarch eliminated the distortional effect of micro- regional centres) The highest rate of de-
creasing agricultural employment (15.78%) emerged in the north-cast of the country. The average
of micro-regions represents 4.38%.

Census, 1990 and Census, 2001; HCSO (Hungarian Central Statistic Office).

In our opinion, if the state should fail to take preventative action with regard 10
the above, there is a risk that the following factors will become a problem in the
future, especially in the case of villages and small settlements:

— The unfavourable age and educational structure of the population, and the
migration of younger generations, which is leading to the gradual de-population
of smaller settlements;




‘T00T “'TB "19 BZWEH :901n0%

001 001 001 001 001 001 001 001 001 [0,
961 891 £l 6 '8 9 LL L ¢S uonedsnps JAY3y
0'59 9’19 (A7 1L 99 (AN Y 8¢S AN 6t [ooyas Y3ty
14! ¢IC 9°8¢ ) ['6C £y ove v'ov 1S Y [ooyos Arewrnid
1002 9661 0661 1000C | 9661 0661 100¢ 9661 0661

Awouo3 [euoneN Ansnpug amnougy uoneosnpa Jo [9aY]

(%) 10070661 ‘ATeZUny ul [2A2] [EUONEINDS AQ 3010 INOGE]

L31qeL

'T00T ““[e 12 BZWBY :92IMOG

001 00t 001 001 001 001 001 001 001 [e10],
v'8l 6CI A4l 'Ll vl Pyl 0S¢ LI £'81 —0¢ 3¢
8°6C £Ce 6'9C ot LeE <9C ove 1'S¢ Le 6—0pode
| Y4 £9¢ vig ¥'ve 1°6C 6°0¢ 1I'c 6'SC O'Ig 6£—0¢ 23¢
9'9¢ $'8¢ TLe ¥'8¢ L6C ¢'8C 6'L1 3 S X4 671 23e
100¢ 9661 0661 100¢ 9661 0661 100T 9661 0661

AWou032 [eucneN Ansnpuj M) nouUdy dnoi8 a8y

(%) 10020661 ‘AreSuny ut dnoid s3e £q 2010] 1noqe]

9 91qe],



I——
|

148 Eastern European Countryside
I — The permanently high ratio of unemployment (usually higher than the national
average),
— The decreasing number of employment opportunities and the difficulty of cre-
| ating new jobs;
— The lack of infrastructure, the low quality of services and the standard of living.

The core of the problem is that traditionally the rural economy was based on
agriculture, and to a lesser degree on the processing of agricultural raw materials.
Currently — although there is considerable debate in this respect, — in the larger
settlements agriculture is no longer the dominant factor, and other economic sec-
tors have come to the fore (Dorgai, 1998). At the same time, the importance of
agriculture is decreasing in villages, mainly because of the bad conditions that

nnnnnn Py PN

have prev1ous1y been discussed. Moreover other industries have not yet settled

in these areas and the availability of services is limited. Hungary’s agricultural
and rural r'lp\n:-lnnmpnt nnlmv has to find a solution to this umoue situation, while

complying with European Unlon policies.

AGRICULTURE, THE COUNTRYSIDE

AND ACCESSION TO THE EUROPEAN UNION

Aims, Strategy and Priorities in Agricultural and Rural

The pri iority in rural dpvglgpmpnt as defined by the Hunganan government, is the

European agricultural model - that was set out in the latest reforms of CAP —, aim-
ing to achieve an integrated production and sustainable agriculture in the country.
This strategy rests on the following: a thorough analysis of the current situation,
the sector’'s SWOT analysis, and the state sector’s development regulation (1997/
CXIV.), which determine the basic areas of agricultural and rural development.
These all harmonise with section II of the Council Regulation No. 1257/1999
(later referred to as the Regulation) aims and goals for rural development. This

LAl TCICITEG (U as ulC Noguianuint; aiins an

strategy is in line with the rural development theories in the European Charter of
Rural Areas (1995) and the Cork Declaration (1996). These aims are furthered
by measures, which connect national funding, private resources and EU funding
according to the additional principle of the Community. In line with the national
aims outlined in the National Development Plan (NDP, 2003; the Prime Minis-
ter’s Office, Department of the National Development Plan and EU assistance,

Huusal_y; str atﬂgguo, the Onnrutnm Program for Acrrh"ll]hlrt‘ and Rural DPVf‘lnn-

ment (OPARD, 2003) targets agrlcultural and rural development The connection
between the aims of the two Plans can be found in table 8.
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Anticipated Effects

The situation of Hungarian agriculture and rural areas is primarily defined by
the national agricultural and rural development strategies and EU laws and regu-
lations. On close examination of our research results, EU laws and regulations,
international economic changes and the natural laws of economy, two issues can
be identified. The first issue is the rationalisation of the agricultural sector, which,
if agrarian policy is well defined and executed, with comparative advantages lead
to a more effective production ratio. This will allow farmers to be more competi-
tive as regards sales and income. It is in our national interest to achieve these
goals, but it also ties in with aims outlined by the EU. The efficiency and time-
scale of this process can be greatly helped by accession to the European Union,
and the joint utilisation of national and EU funds. The regulations passed in order
to satisfy these aims would also further sustainable growth and development, the
emergence of a European agrarian model, and the appearance of a new agricul-
tural, food processing, entrepreneurial and farm structure. Furthermore, it would
significantly help in the emergence of economically effective farms, and in in-
creasing productivity and the number of marketable produce. The combination of

th fartn nftan tha affanrte Af
tnese 1acClors can solien tne eiiects o1 eCGﬂGmi», societal and social differences.

The second anticipated issue is that in a world full of strict regulations and
laws, many farmers and agricultural enterprises will be pushed to the fringes, and
will be excluded from the market. This is partly caused by their lower level of
technical, financial and knowledge background compared to EU farmers and also
due to the fact that Hungarian farmers are unprepared for the accession. These
problems, and the issues arising from the regional differences constitute a con-
siderable threat. Unless these problems are solved and farmers are prepared for
entry into the European Union, many rural areas in Hungary will face significant
disadvantages, despite the fact that rural development represents the second CAP
pillar of EU policies, and brings much potential and many opportunities to back-
ward rural areas.

Our research shows that a key factor in development both from an agricultural
and rural point of view is the improvement of human resources in production.
This can provide the means of increasing the level of competition, especially

among smaller farms % This and the importance of consultation are given primary
emphasis by the Institute for Rural Development and Extension, Consulta is

AR prARLTLG ANASA R AL VAV RS2 CO3R° A AW

* In accordance with Section 5 of the Regulation, investment is given to farms, which are eco-
nomically stable; respect the environmental, hygiene and animal health regulations; and whose
farmers have the necessary skills. The support of young farmers is of special importance (section 8
of the Regulation), in establishing a favourable age structure and land concentration. This is closely
connected to early retirement programmes (funded by Guarantee Section according to section 10
of the Regulation). Further courses (section 9 of the Regulation) target professional issues by high-
lighting information about the European Union and adapting to the new situation. These are im-
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likely to strengthen the market position of private farms, achieve more promi-
nent cooperation between farmers (joint ventures, production, sales and supplier
organisations), and promote growth in terms of farm sizes. Consultancy is also
likely to have outstanding importance outside the agricultural sector.

Our opinion is that even after EU accession we will still have to address the
principal problem concerning rural areas — the unemployment issue — which is
especially hard on agricultural workers. They can seek alternative sources of in-
come or be employed by other sectors, but only if the economy can provide such
opportunities (which may not be the case in certain rural areas).

Further resources’ are necessary for development, and these may only ma-
terialise through close cooperation between regions and settlements. The most
important tasks are the following: finding alternative sources of income, and fo-
cusing on produce that is well adapted to local natural resources. One of the most
important elements of rural development will be the improvement of rural eco-
nomic potential, and the development of employment numbers. One approach
to this issue is to develop the infrastructure in a way that takes account of local
needs, regional agricultural production and processing; and the advancement of
services provided to farmers. Another approach is the enlargement and diversifi-
cation of rural economic activities in the region (such as rural tourism, agro-tour-
ism, the development of traditional crafts, the diversification of production and
processing of local food and non-fodd products, etc.); improvement of the qual-
ity of rural produce, and of public and agricultural services; creation of an envi-
ronmentally friendly rural industry; and greater efficiency in sales and marketing.
Rural standards of living can be improved by the development of a more attrac-
tive village environment (village renewal), and the availability of high quality serv-
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ices. This would provide the basis for further economic activities (such as trade

or tourism). Individual projects and the different participants and sectors could be
integrated by rural development strategies under the umbrella of the LEADER+
regulations.

This integrated and structured approach could help to increase efficiency and
would tie in with other available EU funds, such as the European Regional Devel-
opment Fund (ERDF), the European Social Fund (ESF), and the Cohesion Fund.
These funds have a common goal of helping rural areas grow and develop by cre-
ating employment opportunities, developing infrastructure and human resources,
and raising awareness of environmentally friendly solutions. Keeping in line with
EU targets, improvements are to be expected with regard to the protection of nat-

portant because of modernisation of farming practices (e.g. market regulations, funds, alternative
income possibilities, alternative production, biological farming).

® This raises the issue of the lack of resources, especially acute in the case of small settlements.
EU funding requires a minimum of 25% one’s own resources, and this can be problematic for vil-
lages (Ritter, 2000). This can be solved by co-operation between villages.
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ural and cultural values of the rural areas. Region-specific problems, namely lack

of employment opportunities, underdeveloped infrastructure, low level of entre-
preneurship and dependence on agriculture are likely to be less acute. Further
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investment would help small and medium size busmesses, there would be more
integration, individual (specific) products would have a better chance of entering
the market, and the development of the infrastructure would further assist farm-
ing. This could mean that the threats villages have to face (e.g. continuous migra-
tion, deterioration of standards of living, etc.) would be minimised.

CONCLUSION

Traditionally agriculture was a dominant part of the rural economy, but still
it is only one of many factors, and its development must be considered in con-
junction with all other sectors of the economy. There are international require-
ments relating to markets and competition (e.g. WTO), and these conflict with
the promotion of sustainable development that is expected by society. The goal
of attaining a good standard of living for people working in agriculture and the
goal of protecting natural resources and the environment also leads to conflicting
priorities. Setting agriculture on a different track is not an easy task even for an
organisation such as the European Union. In order to become competitive on the
international market, agricultural production has to become more efficient, farm-
ers and agricultural workers need to achieve a respectable income to be able to
sustain a good standard of living, agricultural production needs to become sus-
tainable, and environmentally friendly issues need to be taken care of. These is-

sues are likely to yield contradictions.

A point that must be recognised is that agriculture is no longer the dominant
economic factor (and in some cases not even a minor one) in most areas. Further-
more, there has been a re-evaluation of the concept of land use and landowner-
ship. In line with European trends, the countryside is more and more popular, not
in an agricultural sense but for recreation and living. This trend is enhanced by
the presence of local industries and the increasing availability of services. The
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ered, as the sector cannot maintain the current level of economic production.
Our research shows that with regard to the development of rural communi-
ties, agriculture is being marginalised. Instead of agricultural programmes, more
complex rural development programmes would bring solutions (e.g. programmes
which involve a greater number of economic activities) even to the less privi-
leged agrarian areas. It is very important to find alternative solutions, which would
build on local natural, economic and human resources. If possible, all develop-
ment projects should focus on and make use of local resources. An effective rural
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development policy would not only lead to an efficient agricultural sector, but
could also serve as the most effective iong-term solution to the problems faced
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Agriculture is an integral part of the rural economy, and an integral part it will
remain. But the role that it can play in rural development is greatly influenced
by its weight in the national economy, and this is decreasing. The rate and speed
of this process varies from region to region, but these differences are unlikely to
disappear even in the distant future. However, rural values, rural culture, and the
environment are dependent on the work of agricultural employees. Rural devel-
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opment cannot be successful without agriculture, because this sector has great

potential, which the rural economy cannot afford to ignore. In spite of this fact,
the resources of this sector are limited, and it cannot take on the varied and costly
responsibilities of rural development by itself. Nevertheless, if the real potential
of Hungarian agriculture is recognised, it can be a solid part of the rural economy
and a good basis for further development. The sector will be considerably influ-
enced by the new opportunities that will be brought by the degree of success in
using these opportunities to their full potential. The more prepared the agricul-
tural sector is to meet these challenges; the more successful it will be in the de-
velopment process.
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