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1. INTRODUCTION 

1.1. Historical data 
 
Led by their chief Árpád, in 896 the Hungarians, a people of the steppes consisting of 
various tribes belonging to the Ugric linguistic group (whose main language was that of the 
Magyars), settled on the plains of the Middle Danube. In December 1000 the first king of 
Hungary, Stephen I, was crowned (1000-1038). King Stephen converted the Magyar people 
to Christianity and was later canonised in 1083. Since then he has been venerated as Saint 
Stephen of Hungary, the founder of the Hungarian State. 
 
From the 16th century the kingdom fell under the domination of the Turkish Ottoman 
Empire until, during the 17th century, it was gradually absorbed by the Austrian Empire. 
 
During the revolutionary movements of 1848, Hungary declared its independence from the 
Austrian Empire with the intention of establishing a republic. However, the revolt failed and 
it was only in 1867 that the Austrian Empire granted wide-ranging autonomy to the 
Hungarians, through the creation of the Austro-Hungarian Empire. 
 
In 1918, with the dissolution of the Empire (following defeat in World War I), Hungary 
gained independence and was proclaimed a republic. In 1919, after the failed attempt to 
establish the Hungarian Soviet Republic, the monarchy was proclaimed, leading to a 
parliamentary political system based on party pluralism but limited by the extraordinary 
role of the ruler, the head of state. 
 
On 4 June 1920, after the peace treaty, Hungary lost over two-thirds of its territory which 
was annexed to surrounding countries, especially Romania, Slovakia and Yugoslavia. This 
meant that millions of people of Hungarian identity remained a minority within the 
successor states.  
 
On 21 June 1941 Hungary joined the war alongside Germany and Italy. After the war the 
country was invaded by the Red Army, thus entering the sphere of influence of the Soviet 
Union. The People's Republic of Hungary was officially established after the end of the 
Second World War in 1949. 
 
On 23 October 1956 the Hungarian Revolution began. On 1 November Hungary left the 
Warsaw Pact and three days later the Red Army invaded the country and the revolutionary 
movements were repressed, resulting in over three thousand casualties. 
 
With the fall of the Iron Curtain and the subsequent dissolution of the Warsaw Pact 
Hungary moved towards the economic and political models of Western Europe. 
 
The People's Republic ceased to exist in 1989 following street protests that ended in all 
countries from the Eastern Bloc opening up to democracy. 
 
On 1 May 2004 Hungary joined the European Union. 
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Figure 1: Political map of Hungary 
 

 
Source: US Central Intelligence Agency - The World Factbook 2010 -   

 

1.2.  Geography 
 
Hungary has an area of 93 030 square kilometres and measures some 250 km from north 
to south and 524 km from east to west. It has around 2 171 km of borders, which it shares 
with Austria to the west, with Serbia, Croatia and Slovenia to the south and  
south-west, with Romania to the south-east, with Ukraine to the north-east and with 
Slovakia to the north. 
 
Hungarian territory, which is landlocked, is split into two regions by the River Danube: 
Transdanubia, to the west, and the Alföld region (or Great Hungarian Plain), to the east. In 
addition to the Danube the country has enormous water resources, such as the River Tisza, 
the River Drava and Lake Balaton (592 km²) – the largest lake in Central Europe – in the 
west.  
 
As far as topography is concerned, Hungary is almost completely flat. Its highest elevation, 
of just over 1000 m, is in the north-west region, which is slightly mountainous.  
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Figure 2: Physical Map of Hungary 

 

Source: www.maps.org 

 
 
1.3.  Demographics 
 
Hungary's current demographic profile is the result of the significant waves of migration 
which have affected the country and of the influence of the various historical phases the 
country has undergone.  
 
In particular, the population grew, to varying degrees but more or less steadily, from the 
end of the 19th century until 1980. The only recorded decline was during the war  
(1941-1945). Since the 1980s there has been a slight but steady decline in the population, 
mainly due to the drop in the birth rate. 
 

Figure 3: Demographic trend (1870 - 2009) 
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2. OVERVIEW OF THE ECONOMY 
 
Hungary has been deeply affected by the serious economic and financial crisis which began 
in 2008. In 2009 GDP fell by 6.3%. Hungary was one of the first emerging countries to be 
hit by the financial crisis. As a result, the government, with the aim of restoring investor 
confidence, has established a policy of austerity. The measures taken to balance the 
accounts, together with the uncertainty in the credit market, have led to a substantial 
reduction in domestic demand which has also led to a drop in imports and a trade surplus. 
As far as exports are concerned, despite an exchange rate favourable to the euro, there 
has been a decline in demand from major partner countries. The industrial production 
sector has been the hardest hit by the economic situation, falling by 17.7% (from January 
to November 2009).  
 
Hungary joined the EU in 2004 and was able to take advantage of the Structural Funds and 
the Cohesion Fund to increase its competitiveness and safeguard employment. Towards the 
end of 2008 the International Monetary Fund, World Bank and European Union reached an 
agreement to grant a €20 billion loan to Hungary in order to tackle the serious crisis 
affecting the country.  
This aid has boosted the country's economic development, helped by the fact that Hungary 
can also count on a solid banking system.  
 
The Hungarian domestic market is relatively small, despite the fact that the Hungarian 
economy is the third largest in Central and Eastern Europe (after Poland and the Czech 
Republic) and is one of the most open economies in the region. Three-quarters of 
Hungary's goods are exported to EU countries and exports increased – from 30% of GDP in 
1990 to 80% in 2007 – even during the the EU's period of weak growth and exchange rate 
appreciation. This was also due to production offshoring, whereby many foreign investors 
moved part of their manufacturing processes to Hungary. Hungary is now the fifth country 
in Europe in terms of inward foreign investment.  
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3. AGRICULTURE  

3.1.  General overview  
 
Agriculture is a very important sector for the Hungarian economy, involving some 627 000 
holdings (2007) and a surface area of around 4.05 million hectares (ha). The average size 
of the holdings is 29 ha. The agricultural labour force consists of 209 000 annual work units 
and accounts for approximately 4.5% of the country’s total number of workers (-1.2% 
compared with the EU-27 average). 
 
In 2009 the national agricultural system accounted for some 3% of the country's GDP 
(compared with the EU-27 average of 1.7%). 
 
Hungary's main agricultural outputs are: cereals, industrial crops and animal husbandry. 
The latter accounts for nearly 40% of the value of national agricultural production and its 
leading sector is pigmeat production, followed by poultry and dairy production.  
 
Figure 4: Output components by value (average 2005 - 2009) 

 
Source: Eurostat (2009) 
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3.2.  Trends in recent years  
Changes in land use and numbers of holdings in recent years appear to indicate that a 
significant restructuring process is under way in the national farm sector.  
 
Between 2005 and 2009, for example, the average size of holdings increased from 26 to 29 
hectares, but the increase in utilised agricultural area (+0.2%) contributed only marginally 
to this result. Such increased holding size was, rather, determined above all by the 
reduction in the number of holdings (- 12%), especially of small farms. The national 
agricultural sector has therefore undergone a general process of structural growth, though 
around 55% of the country's farms still produce mainly for self consumption.  
 
 
Figure 5: Distribution of utilised agricultural area 2005 - 2007 (in hectares) 
 

 
Source: Eurostat (2009) 

 
The contribution of the labour force has also dropped sharply and labour input (both 
salaried and non-salaried) fell by 10% between 2005 and 2009.  
 
In particular this decline has concerned family labour which, in the years taken into 
consideration, fell by some 15%.  
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Figure 6: Salaried and non-salaried agricultural labour input in AWU (annual 
working units) 
 

 
Source: Eurostat (2009) 

 
It is interesting to note that the proportion of female employment is fairly high – 45%, 
compared with an EU average of 39%. This proportion is not reflected in the managerial 
structure, however, given that only 14% of holdings are run by women. 

 
As regards production costs, in recent years the input costs index for agriculture has 
increased by over 40%. In the input cost calculation the greatest costs are respectively 
those of animal feed, energy and agricultural services. 

 
Figure 7: Relative value of intermediate consumption (2009) 

 
Source: Eurostat (2009) - values at current basic prices 
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3.3. Public expenditure and the agricultural system during the 
recession 

 
The marked increase in the input costs index has been accompanied by an equally 
pronounced decline in farmers’ incomes. Compared with a Europe-wide drop of around 
12.2% in farmers' incomes between 2008 and 2009, the loss of income suffered by 
Hungary was the highest (- 35.6%). 
 
Under these circumstances, measures taken by the state play a major role in supporting 
the sector, both with regard to underpinning the structural reorganisation of Hungary's 
agricultural system and in terms of providing income support.  
 
The table below shows the allocation of public expenditure for the two years 2007 – 2008 
(2007 – 2013 financial framework).  
 

Table 3:  2007 – 2013 financial framework 
Agricultural expenditure for the two years 2007 - 2008 

Measures 2007 2008 
Total 

2007/2008 
  €1 000 % 
Decoupled direct aids 471 225.5 540 210.1 47.2 99.7 
Other direct aids 0.0 2 557.0 0.1 0.3 
Direct payments 471 225.5 542 767.1 47.4 100 
Cereals -50 145.7 - 104 009.9 - 7.2 - 
Rice 0.0 0.0 0.0 0.0 
Refunds on non-Annex I products 2 609.8 1 071.8 0.2 2.1 
Food programmes 6 636.1 9 842.5 0.8 9.5 
Sugar 1 397.5 13 343.3 0.7 8.5 
Olive oil 0.0 0.0 0.0 0.0 
Textile plants 0.0 660.7 0.0 0.4 
Fruit and vegetables 9 033.5 16 568.5 1.2 14.7 
Wine sector 18 471.2 28 540.0 2.2 27.0 
Promotion 29.6 204.2 0.0 0.1 
Measures for other products 1 461.5 961.9 0.1 1.4 
Milk and milk products 4 105.2 1 282.5 0.3 3.1 
Beef and veal 1 247.6 457.0 0.1 1.0 
Sheepmeat and goatmeat 0.0 0.0 0.0 0.0 
Pigmeat, eggs, poultry and other 5 471.1 4 692.5 0.5 5.8 
Sugar Restructuring Fund 0.0 45 885.5 2.1 26.4 
Market measures 317.5 18 905.9 0.9 100 
Rural development 570 811.8 537 525.7 51.7 100 
Total 1 042 651.8 1 099 198.6 100 / 

Source: DG AGRI (Agriview EAGGF Guarantee and April 2009 Rural Development Report). 
 
 
Regarding the state of play of the Rural Development Plans, it should be pointed out that  
Hungary has only just exceeded 50% of the total volume of commitments for 2007 and 
2008 (the EU-27 average being 71%). 
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The allocation of available funds to the various intervention axes, based on the National 
Rural Development Plan approved in December 2007, is set out below (Table 4). 
 
 
Table 4: Organisation and allocation of the rural development budget 

 
Rural Development Budget (millions of euro) 

Total public 
budget  % co-financing  EAFRD budget  Private sector 

contribution Total cost National  
top-ups  

5159.1 76 3805.8 3226.1 8385.2 0 
Distribuzione del budget pubblico tra gli assi (%) 

Axis 1 
Competitiveness 

Axis 2 
Environment 

and the 
countryside 

Axis 3  
Rural economy 

Axis 4  
Leader 

48 32 14 5 

Source: Ministry of Agriculture and Rural Development (2007) 
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