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The Fall and Rise of the State in Rural Romania and Hungary
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ABSTRACT

This article argues that whilst demographic fluctuations and land privatisation
raised concerns that the state had little influence over rural affairs in Central
and Eastern Europe, recently, there have been signs of a more assertive and
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interventionist state. Focusing on policies that address the realities of an aging
farming and rural population, this paper argues that the return of the state
recognizes that land no longer offers the same degree of security and that the
transformation into a mixed and prosperous rural sector would require more

direct action than suggested by the EU policy.

Formaont
Introduction

nderstanding the relationship be-

tween the post-socialist state and

the rural sector in Central and
Eastern Europe has attracted the attention
of a fair number of scholars. Political scien-
tists have questioned the trajectory of new
ruling coalitions that were partly based on
revivals of historic peasant parties; econo-
mists speculated as to the productive poten-
tial of the newly privatized farm sector and
anthropologists and sociologists focused
on the changing demographic profile of the
countryside and whether this meant the re-
turn or the continuing demise of the peas-
antry. In other words, there has been a re-
newed concern with the political, economic
and social dimensions of the contemporary
agrarian question.

As the introduction to this volume
shows, some of the questions about state
policy, the make-up of the rural population
and the dominant forms of agricultural pro-
duction are by no means new or original.
That being said, certain features of the cur-
rent agrarian question are distinct, at least

in terms of form. Whereas political econo-
my stressed the continuities and change in
the new constellations of power, sociologists
and anthropologists highlighted how the
central state was profoundly weakened by
the transition (Hann 2006). For some, the
principal metaphor of the rural transition
especially was state withdrawal, whether
in terms of its willingness to regulate pric-
es and production, controlling freedom of
movement or providing public services. At
the same time, intense competition from
West-European producers and detailed
trade and production regulation from the
European Union created a new and, some-
times, baffling environment for discussion
of old agrarian and rural questions.
Arguably, the rural areas have been es-
pecially amenable for revealing the am-
bivalent nature and consequences of state
withdrawal; whilst neo-liberal governments
allowed or encouraged the private sector,
they showed scant support for traditional
rural employers and an almost cynical tol-
erance to the collapse of rural public ser-
vices and the huge increase in rural poverty.
Some commentators wondered how long
rural areas could play a so-called buffer
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role that relieved pressure on urban areas,
at the same time as urban-rural migration
was hastening the rise of the rural ghetto
and the dramatic, albeit unevenly spread,
exodus of young people from the country-
side. As we shall see, one of the particular
battle lines in this contest was the provi-
sion of farm subsidies and social security
in the rural areas. Throughout CEE, the
strict boundaries between the two became
even more blurred and contested than in
other parts of the continent. If agricultural
land was to be returned to mass owner-
ship, then surely this could re-establish
rural livelihoods on the basis of private
land ownership, self-provisioning, and, in
time, semi-subsistence production. In one
scenario, this could lead to the creation of
that frequent totem of agrarian politics, the
family-based commercial farm, with the at-
tendant question of how far this transition
would require active state support and, if
so, what form exactly. On the other hand,
the distribution of land to almost one in
four of the Romanian population could be
a major buttress that could place social wel-
fare policy on an explicitly peasant footing;
the restoration of private land becoming the
principal means whereby rural land owners
(and their urban-based kin) could take care
of themselves.

Not everyone agreed that neo-liberal
agrarian policies were the byproduct of a
weaker, nearly absent rural state. In both
Hungary and Romania, which will be the
main two countries in focus in this paper,
the early 1990s witnessed a substantial de-
centralizing of powers to local “self-govern-
ing” institutions. Villages assumed respon-
sibilities that had long been held by more
distant authorities, including revenue rais-
ing powers, albeit on a limited scale. Later
in the decade, co-operation between small
settlements was encouraged so that scarce
resources would go further and there were
plenty of examples of initiatives to jointly
manage rural schools, clinics and other
public services. The image of wholesale state
marginalization was perhaps an exaggera-

tion. Not only did both states retain signifi-
cant agricultural and forest holdings, they
continued to shape the market for agricul-
tural products, particularly when it came to
the price of staples like bread and the supply
of inputs.

Nevertheless, the relationship between
the state and the emerging private sector,
notwithstanding its position in the wider
post-socialist reforms, remained one of the
more inscrutable of post-socialist puzzles.
Was mass land ownership a long-term
cushioning strategy that could allow for a
much more gradual and presumably less
disruptive approach to development and
modernization? On the other hand, was it
an anachronism that threatened accession
to the European Union on the grounds that
no member state would agree to quadruple
the Common Agricultural Policy budget
to accommodate all these new “farmers™?
What exactly was the new rural population?
Was it shrinking or growing? Were the ur-
ban poor relocating to the countryside on a
temporary or permanent basis? Were they
settling down or just catching their breath?
And what of the later waves of out-migra-
tion and their returns of remittances? What
would such income mean in the country-
side - land accumulation, property renova-
tion or smooth income fluctuations in the
absence of meaningful rural pensions?

The contemporary agrarian question
can be examined from many different per-
spectives. Here I combine traditional con-
cerns such as land tenure, with more ques-
tions reflecting the shifting demography
of the rural areas, such as the function of
social welfare policy and the importance
of public services. Whilst not discount-
ing the thesis of state withdrawal, there is
also an argument that state intervention in
both Hungary and Romania is on the rise.
Whether as a bigger land owner, in the land
market or assuming greater responsibilities
from local authorities, there is a more asser-
tive state compared to earlier post-socialist
years. If this is so, then what explains this
return? Is it a realization that the EU has
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only a limited interest and capacity to en-
gage in large scale and complicated agrar-
ian questions? Or does it reflect changes in
the international economy and increased
preferences for land and commodity-based
investments?

The first section examines demographic
changes in both countries and the impli-
cations for agricultural and rural develop-
ment. The second section looks at the ad-
vantages and disadvantages of owning farm
land, including a case study of land policy
in respect of the rural elderly. The third
section examines relations between the
state and the rural population, through the
changing provision of rural services, while
the final section relates these actions to the
original idea of the withdrawal and subse-
quent return of the state.

':)(‘5“_05_@1"_" ate L o
The demographic context

In many parts of Europe, overall population
levels are bound to shrink, coupled with a
significant aging of the population. By 2025,
the median age in Slovenia will be 47 and
20 per cent of Bulgarians will be over 65
years old (Chawla, Betcherman, and Banerji
2007). Debates on population aging encom-
pass their economic implications, conse-
quences for political participation (Goerres
2009), for inter-generational relations (Cze-
kanowski 2011), and the organisation of ed-
ucation systems, to name but a few (Chawla,
Betcherman, and Banerji 2007).

In many parts of Europe, rural settle-
ments face a very uncertain future, particu-
larly where the further reduction of public
services may accelerate out-migration and
weaken the attraction of the countryside.
Whether or not the quality of public servic-
es can halt or even reverse negative demo-
graphic trends is questionable — a recent
report on policy alternatives for regions
facing demographic pressures, for example,
was at a loss to what to recommend to do
in Sachsen Anhalt, Germany: “In a nutshell,
it appears that a weak reproductive poten-

tial, ageing and depopulation are the big-
gest challenges for the case study regions.
The relatively high birth rates in the Scan-
dinavian regions and the comparatively
“young” age structure of the Hungarian
regions’ population attenuate these prob-
lems somewhat. For Sachsen-Anhalt, on
the other hand, it seems that the gathering
demographic clouds have no silver lining”
(ESPON 2013, 59).

Strong rural-urban connections have
long been a distinct feature of the CEE re-
gion and have perhaps been an underuti-
lised resource when contemplating future
settlement needs. As Table 1 below shows,
the rural populations remain a significant
portion of the overall population.

Table 1: Urban populations for Hungary, Romania, Serbia
and selected countries: 1970-2020

Country 1970 | 1980 (1990 |2000 |2010 | 2020
Denmark 79.1 837 |848 |[85.1 [86.8 [88.1
France 711|733 |741 |76.9 |852 |89.6
Hungary 60.1 |64.2 |65.8 |[64.6 |69.0 |[73.4
Ireland 51.7 |553 569 |[591 [61.9 |65.1
Romania 403 [46.1 |53.2 |53.0 |52.8 |53.5
Serbia 39.7 461 | 50.4 [53.0 [56.0 |59.6

* Predicted figures based on UN DESA (2012).

However, unlike in Western Europe,
rural migration has been associated with
the urban poor, seeking to reduce their liv-
ing costs, rather than the affluent, seeking
a peaceful retirement. Many in the new
countryside have entered into farming un-
willingly and more as a part-time stop gap
rather than a new career. Remittances from
younger migrants can compensate for the
loss of labour and care, although there are
very little signs that these funds have been
used to improve and expand agricultural
production. The majority of the 6 billion
euros sent home to Central and Eastern
Europe in 2007, for example, was used to
supplement household expenses - around
about half - and also spent on financing ed-
ucation. Only 3 per cent was used on actual
investment (Fihel et al. 2007).
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Dealing with and understanding the
dynamics of rural population change have
been a key epistemological test case. The
current ‘resident population’ figures only
partially capture the true dynamics of ru-
ral residency. It was the Hungarian anthro-
pologist Andras Czegledy who coined the
phrase ‘urban peasant’ to describe those
who spend their weekends and summers
in the countryside, staying in family homes
often with an elderly relative living there
relatively full-time. According to Czegledy
urban peasants were engaged in food pro-
duction not so much out of economic ne-
cessity; their time spent in the countryside
reflected their attachment to “self-provi-
sioning”, which gave the chance to spend
time with family, sharing the fruits of their
labour with friends, family, and neighbours.
Urban peasants were important because not
only did they ensured the upkeep of rural
properties, they also could help take care of
elderly relatives and even neighbours. How-
ever, they were not tomorrow’s farmers and,
in that sense, there was no need to consider
them as potential beneficiaries of subsidies,
training and other efforts to promote fami-
ly-based farming.

Whilst such demographic features may
seem relatively marginal to the agrarian
question, they can be placed in a wider con-
text of rural developments, which under-
stands the countryside in terms of non-farm
based benefits to urban areas. One example
that has become emblematic is in respect of
care for migrant children. It has long been
common for children to spend their long
summer break in the countryside. Now, this
has been extended to all year round. Urban
children living with their rural relatives
have become a significant feature of Roma-
nian migration, where often both mother
and father migrate to work in Spain, Italy or
elsewhere. According to a UNICEF study in
cooperation with the “Alternative Sociale™

350,000 Romanian children had at least
one parent abroad in 2008. This represented
7% of the population under 18 years of age.
The study noted that 126,000 children under
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10 years of age have both parents abroad.
Another 400,000 children have suffered the
absence of one parent for long periods. The
rural Romanian regions suffer the most from
this phenomenon. In particular, the Roma-
nian Moldavia has 100,000 “white” orphans.
Other regions that particularly suffer include
Transylvania, Oltenia and Muntenia (Bezzi
2010).

Arguably, both sets of urban groups
transcend the notion of temporary guests
and, in terms of rural development, they
can be seen as a significant feature. Areas
close to cities and larger towns are more
susceptible to these kinds of population
fluctuations and are at an advantage com-
pared to villages with fewer amenities and
badly served by transport connections. So-
ciologist Dumitru Sandu found that villages
further away from large settlements were
more likely to experience permanent out-
migration. Whereas villages with popula-
tions of around two thousand people, close
to European highways and with a history of
commuting, higher numbers of young peo-
ple and relatively high unemployment were
more likely to experience circular rather
than permanent migration. In fact, almost
60 per cent of all circular or return migra-
tion in the Romanian countryside origi-
nated in only 4.4 per cent of villages (Sandu
2000, 18).

Incorporating demographic complexi-
ties into policy and planning is not straight-
forward. Migratory flows are fickle and the
lengths of time spent abroad or the level of
remittances are very hard to predict. Higher
numbers of children staying with grandpar-
ents might be good for rural school num-
bers, but, with unpredictable economies in
host countries such as Spain and Italy, these
children staying in the countryside may well
be disrupted when their parents return. In
a similar vein, the presence of ‘urban peas-
ants’ can signal healthy urban-rural con-
nections, but it can also be affected by the
waning of interest amongst young people
and the availability of green markets in the
towns and cities.
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The advantage and disadvantage
of owning land

As is well known, the land reforms of the
1990s favored restitution to pre-collective
owners, although they did so in different
ways. Hungary restored land to former legal
owners', but also distributed compensation
vouchers that could be used to purchase
apartments or invest in newly privatized
enterprises. Vouchers could be spent any-
where in the country, creating strong com-
petition for land where soil was fertile or the
landscape attractive. They also led to the
“voucher market” where recipients convert-
ed their vouchers into cash (Swain 1993).

Land reforms had a significant impact
on the nature of ties between urban and
rural areas. In some areas, they produced
a new class of landowners with little farm-
ing experience, but with expectations that
their land could provide profit and secu-
rity. However, without farm management
skills, capital and equipment and, in some
cases, without the support of their younger
family members, many quickly abandoned
farming to become “either village-based
pensioners or external to either the [former]
co-operative or the village, or both” (Swain
1999, 1206). In Romania, over six million
people applied for land under Law 18/1991,
representing close to one quarter of the en-
tire population (Cartwright 2001, 118). Un-
like Hungary, land was usually returned in
the same location as it was in the pre-col-
lective days. It was then divided between
former owners and, should they no longer
be living, their lawful heirs. According to
the World Bank, almost 60 per cent of these
claimants lived in urban areas.

Given this land distribution, it was unsur-
prising that the early post-socialist agrarian
question would turn on issues of conditions
of tenure and building the infrastructure for
new land markets. Both countries reverted
to old techniques for reducing the fragmen-
tation of land; all sales of land had to first
recognize the pre-emption rights of fam-

ily members, neighbors and locals offering
them first refusal on any sale of land. Sec-
ondly, and invoking the specter of good and
bad landowners, new rules were introduced
to limit land-based speculation; in Hungary,
for example, entities with a legal personality
were not allowed to own land, only to lease
it and, in both Hungary and Romania, there
were ceilings on the maximum amount of
land an individual could own. And through-
out CEE countries, restrictions on foreigners
buying agricultural land were loudly intro-
duced (although there were plenty of ways
around these rules in practice).

In Hungary, the opening up of agri-
culture transformed the rural economy.
Whereas agriculture, hunting, fisheries and
forestry contributed almost 13 per cent to
GDP in 1990 and employed nearly 700,000
people, by 2008, the number working in
the same sectors was down to 174,000 and
the share of GDP was just over 4 per cent
(Hungarian Central Statistical Office). The
pressures led many to abandon farming in
the commercial sector, the semi-subsistence
farms and even the subsistence weekend
or hobby farms. There was a significant re-
duction in the domestic livestock industry,
as well as there was a steady decline in the
once profitable fruit and vegetable sectors.
This was accompanied by a steady rise in
land rented out on long-term leases. There
has also been a transformation from rents
being paid in kind to rents being paid in
cash (Biro 2008, 61-88).

The distribution of land in Romania had
different consequences for the countryside.
Under Law 18/1991, those who had worked
for years on the collective farms, but did not
own land before, could receive land only af-
ter the former owners and their heirs had
settled their claims. The antagonism and
social divisions created by the land reforms
undermined the cultivation of local land
— those who were relatively land-rich tend-
ed to be labour-poor and those with labour
were unwilling to work for those who, they
felt, had cheated them from their fair returns
(Verdery 2004).
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The fact that land ownership could be a
source of both profit and security was not
lost on central and local decision makers. In
Romania and, to a lesser extent, Hungary,
social welfare transfers gradually shifted to-
wards means-testing when it came to assess-
ing entitlements and it is here that we can
witness some of the more subtle dimensions
of the agrarian question (Barr 2005). In Ro-
mania, the minimum income program reg-
ulated the valuation process for household
assets, including land which was assessed ac-
cording to size, local rents and soil quality.
Income from land could then be imputed to
the household, regardless of whether the land
actually provided such an income. Accord-
ing to the UK’s Department for International
Development (DFID), the land valuation pro-
cess frequently worked to the detriment of
many rural households (Sinclair et al. 2002,
11). Given the limited revenue raising pow-
ers of many local authorities, it was vital that
they could maximise central transfers and
minimise the contributions that had to come
out of local budgets. If land values were set
at an artificially high level, then the imputed
incomes from land would carry households
above the poverty threshold and thereby the
applicant would not be entitled to minimum
income support. As local authorities had to
contribute 20 per cent to minimum income
support, inflating land values was a useful
technique to reduce local social security bills.
The DFID researchers found that, in some
parts of Romania, rural land values exceeded
those in the most exclusive capital suburbs in
the country (Sinclair et al. 2002, 11).

Land ownership was a disadvantage
in other ways. De-collectivisation created
hundreds of thousands of new land own-
ers. However, not every kin claimant was
registered in the land cadastre. Households
disguised the actual division of intra-family
land incomes by registering ownership in
the name of a single elderly relative. This re-
duced taxation, it maintained access to cer-
tain welfare benefits, as well as reduced the
costs of notaries and other land registration
fees. In Hungary, much land was owned by

younger, often urban-based, family mem-
bers in the form of undivided shares. These
shares were usually found in larger fields
making it easier for larger producers to rent
and use the land. Again though, all the ‘real
owners’ might not feature on the property
title. Traditional practices of family inheri-
tance might govern the division of benefits,
and yet, over time, the implications of these
arrangements became steadily more disad-
vantageous to those with the misfortune to
be owners. It was estimated that over one
million cases of intergenerational land dis-
putes filled up the Romanian courts in the
1990s (Cartwright 2001, 118).

Fragmentation of land was a further
complication on the restructuring of the
agrarian sector. Where owners were too old
to work the land or their offspring no longer
interested, the consequence was an increase
in the amount of land that was abandoned.
Although there are few official statistics,
there is a growing number of studies and
institutions that cover the topic. In 2013,
Kummerele et al found that almost 10 per
cent of Romanian farmland was aban-
doned, whereas in Hungary, the propor-
tion was estimated to be closer to 5 per cent.
An earlier study in Romania gave a higher
estimate of 17 per cent (Rusu et al. 2002),
whereas Alcantara et al found that between
1990 and 2005, 28 per cent of all cropland
was abandoned in Romania (2013). While
land abandonment rates are lower in Hun-
gary, there are still significant portions of
land that are unworked. In 2011, the Eu-
ropean Court of Auditors found almost
900,000 hectares of land deemed ineligible
for support under the Common Agricul-
tural Policy on the grounds that it was not
in Good Agricultural and Environmental
Condition.

The problem was that the reconstruc-
tion of the land market did not prove able
to facilitate the circulation whether through
sale or lease. Whilst there might be strong
demand for land outside of Bucharest or
around Lake Balaton, there was much less
activity in more remote, hilly and hard to
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reach areas. Alcantara, for example, found
that the rates of abandoned land were espe-
cially high in central Romania.

E—@—;@-'—G*w—m«
Rural Population Decline
and the Elderly

The elderly are in many ways one of the
central players in the contemporary rural
question. Not only are the majority of active
farmers in their mid-fifties and over, the ru-
ral population in many rural areas is made
up of pensioners. Older owners are also the
dominant group of land owners, whether
they are based in the urban areas leasing
out their land or living in the countryside
and still working at least part of their land
In other words, if it had one, the colour of
the agrarian question would be silver.

In respect of their elderly populations,
local authorities in the rural areas have had
limited scope for providing services in the
past twenty years. Outside the major urban
areas, there were (and still are) virtually no
residential facilities for the elderly. Local au-
thorities in Romania, for instance, have un-
derstandable reasons for treating land as ac-
tual income even when it actually provides
none. In some cases, public services have
become a shared task between the lowest
self-governing settlements and intermedi-
ate regional or county authorities. Homec-
are visits for the elderly in Hungary are or-
ganised by micro-regional authorities and
delivered in conjunction with social servic-
es department from larger conurbations. In
other words, the smallest settlements may
no longer have principal responsibility for
the elderly, but they can still play an impor-
tant role in representing local needs.

Policy debates concerning the rural
elderly are often beset by ideological ar-
guments that invoke on the one hand, the
dangers of foreign takeovers and, on the
other, state exploitation of rural poverty as a
means of acquiring land. In respect of pub-
lic services for the rural elderly, there have
been significant discrepancies between ru-

ral and urban residents (Milbourne, 2012).
Those who worked for the state or in col-
lective farms received far smaller pensions
than their urban counterparts. Although
many state enterprises went bankrupt, the
loss for rural pensioners was aggravated
by the attendant collapse of basic public
services. As we have seen, rural underem-
ployment and low pensions could be offset
by the fact of land ownership, and yet, the
slackening of ties between rural and urban
areas changed the context in which land
was seen as an unquestionable rural asset
leading to a significant change in state poli-
cy towards private property.

'—‘)(— et A L

Loosening the attraction of land:
Land for Pensions

The Act on Agricultural Land (1994) and
the Act on the National Land Fund (2001)
saw the introduction of the Land for Pen-
sion (LFP) scheme in 2002 in Hungary
(Cartwright, Medve-Balint, Svensson 2010).
Open to all land owners who were over 60,
holding between 1-20 hectares and able to
prove sole ownership, it soon proved to be
a very popular policy, each round of ap-
plications receiving twice the number it
was able to pay for. Under the program, the
state bought land from elderly landown-
ers in exchange for an extra monthly pay-
ment on top of their pension. Land values
were calculated by taking into consider-
ation the local golden crown value of land
(the standard means of assigning notional
value based on soil quality and geographi-
cal location), as well the estimated value as-
signed by the owner. The annuity is then
divided across the estimated number of
years that the owner is expected to live. In
many cases, the additional income equals,
but sometimes surpasses the value of their
current pension. Furthermore, payments
over a number of years often meant that the
state bought the land for a price that went
well beyond its market value.

The program is also designed to support
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land consolidation by acquiring and amal-
gamating small parcels to create larger sur-
faces that can then be rented out or sold to
family farms. Over the years, the emphasis
has changed as to the principal beneficia-
ries; most recently, stress is on this land be-
ing used to support the development of the
small to medium sized sector. Secondly, the
LFP reflects an acknowledgement of the ex-
tent of rural poverty and the fact that farm
land should not be automatically deemed to
offer secure incomes; in the words of Gov-
ernment Directive, 255/2002, “the program
is meant to give a ‘realistic alternative’ to
those who cannot farm due to age and who
want to “make life a little bit easier in their
remaining years by the extension of the
pension”. The LFP program signals a coun-
ter example to those who would see the state
as having withdrawn from rural affairs.
From a local perspective, interviews
with successful applicants and responsible
administrators in two villages in Eastern
Hungary in late 2009 showed that indi-
vidual and intra-family relationships in
respect of land were more pragmatic than
sentimental. All the applicants had very low
pensions and their sons and daughters were
uninterested in farming and, in most cases,
no longer lived in the village. None of the
applicants actually owned land themselves
before the change of regime. They received
restitution coupons because their parents
had owned land or because they had been
employees of the co-operative. One 65-year-
old widow described how her children en-
couraged her to sell the land in order to
top up her pension which was at that time,
around 150 euro per month. She refused
at the beginning since she said she did not
want to strip her children of their heritage.
Eventually, however, the children convinced
her that they were absolutely not interested
in inheriting the land and would much
prefer if she used the money to increase
her own pension. A second interviewee, a
74-old widow, said she had “several sleep-
less nights before making the decision. One
wants to leave something for the children,

but also has to live without being a burden
on them.” In almost all the cases we inter-
viewed, the decision to sell the land was
described as being a joint family one. All
the interviewees wanted to show that their
children had agreed or encouraged their de-
cision, and that there was no regret on the
children’s part that they would no longer be
able to inherit land. One widower conceded
that his sons were not entirely happy with
his decision to sell his land to the state. In
contrast to the other would-be inheritors,
these two sons actually owned land of their
own, but as they had made it clear that they
did not want to help cultivate their father’s
land, he decided to apply to the scheme
without asking their opinion.

As one of the applicants explained, even
his father, whose large land property was
confiscated in the 1950s and who was alive
at the time of the restitution, considered the
land that he got back as “money found on
the street”. As he continued, “forty years
had passed by in the meantime, so my father
never expected that his confiscated land
property would become his own again.” It
was also common that the land sold to the
state under this scheme was generally un-
marketable and was not able to provide a
proper standard of living. When they first
received land two decades before, many in-
formants had high expectations of the re-
wards they could expect. Some worked the
parcels themselves, some leased them out
and many kept livestock. Unpredictable
prices for pork, high input costs and reports
of broken contracts led many to give up
livestock switching their rent from in kind
payments to cash.

In almost all cases, none of the younger
family members demonstrated any interest
in owning, renting or cultivating the land.
As one interviewee added:

“I still have 5.5 hectares of land, but my
son is a PhD candidate in mathematics and
is not interested even in renting out the land
<...> it is unsecure, there are many examples
of how difficult it is to find or manage the re-
lationship with a tenant, even the Association
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will hardly pay you anything. It is also diffi-
cult to sell”

Even though the area has one of the
highest land values in the country, annual
incomes from leasing seldom exceeded 120-
150 euro per year and, with most interview-
ees having very low pensions, they needed
the extra income. As one interviewee put
it: “the land has essentially become a bur-
den”. Under these circumstances, the LFP
scheme with its generous monthly pay-
ments compared very favorably to the rents
owners could expect. In many cases, a sin-
gle monthly payment is higher than the to-
tal annual rent. This way, it took very little
time to ‘earn back’ the value of the land sold
to the state through the monthly payments.
As one said, it took him 3.5 years to receive
the sum he thought he would have received
if he had sold the land. Since he sold it at 60
and can expect the extra annuity till he dies,
he hopes to get much more from his land.

B fos B

Conclusion: Private exits, state returns
and foreigners

It seems clear that, although operating at
different speeds and according to consid-
erations, exiting from farming and relin-
quishing land ownership has been a key fea-
ture of the contemporary agrarian question
in Hungary and Romania. In some cases,
this was in response to the difficulties of
starting private farming in the context of
external competition, lack of capital and
labor and an increasingly heavy regulatory
burden coming out of the European Union.
Although, there have been moments in
which the state offered widespread support
to semi-subsistence producers, longer term
policies have encouraged exits from both
land ownership and private farming. The
decline in the smallest part of the farming
sector has been quite spectacular. In Hun-
gary in 1995, there were over 1m small hold-
ings under production, whilst, by 2007, the
year of the last Farm Structure Survey that
number was down to 390,000. The average

age of a private farmer is now 56 and the
proportion of farmers under 40 is only 12
per cent. In Romania, the agricultural work
force and the number of holdings is still sec-
ond only to Poland in the European Union;
however, there are also strong signs of with-
drawal from farming without any replace-
ment by younger generations. The family
labor force, for example, which cultivated
the vast majority (84 per cent) of private
farms, dropped by a quarter between 2005-
2007 and there were even higher propor-
tions of elderly owners who were producers
— 71 per cent of holders of agricultural land
were over 55 and over half the private ag-
ricultural work supplemented their pension
through subsistence production. All three
countries have introduced various induce-
ments to speed up this transformation in
the structure of farm ownership. As was the
case throughout the EU, farmers could ap-
ply for early retirement at 55. This program
proved especially popular in Poland, with
over 70,000 applications approved and a
further 30,000 expected by 2013. However,
as the evaluators pointed out, although the
early retirement measure was wholly jus-
tified in their view, at the other end of the
spectrum, there was significantly more sup-
ply of land and farms than taken up under
the young farmers program?.

One of the interesting aspects of con-
temporary agrarian question is the extent
to which it draws on EU policies and pro-
grams. As mentioned above, there has long
been a profound wariness towards the col-
lapse of the agrarian question into the ru-
ral question in CEE. With good grounds,
many wondered whether it made sense to
include all the new farmers of Eastern Eu-
rope in the Common Agricultural Policy.
Was it good public policy to use limited
EU funds to subsidize a three hectare farm
outside Bucharest? Was there not a danger
that the CEE states would try and deal with
a whole range of rural under-development
problems within the context of the already
bloated CAP, hence the real concern over
what would be the dividing lines between
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subsistence, semi-subsistence and commer-
cial farms? In many respects, Brussels was
loath to give explicit direction to these ques-
tions and whether it is demise of the early
retirement scheme or the fact that the land
for pensions programs had to be funded
entirely from domestic sources, the EU is
a much more marginal player than what
might otherwise be portrayed.

A second example of the assertive state
is in respect of the continuing exit from
family land ownership. As land prices rise
and the interest of foreign buyer increases,
the state assumes an increased role as part
broker, part land manager. By 2011, the Na-
tional Land Fund in Hungary, had acquired
ownership of 1.82 million hectares of land,
which amounted to 180 907 parcels or 23
per cent of the total agricultural and forest
land in the country. Its remit, according to
its Director, is to “provide land for family
farms, animal husbandry, to improve the
land ownership and land leasing system,
influence land prices and land leasing fees,
activating the land market (both sale and
leasing), to act against land speculation.”
In the context of increasing land concen-
tration in certain parts of the country, as
well as the benefits to be gained by access-
ing large amount of EU subsidies, the role
of the state in respect of domestic farm land
has become increasingly complicated. As
one recent study on land-grabbing in Eu-
rope put it:

On the one hand, the state — or progres-
sive factions receptive to the interests of small
farmers and civil society concerns - is lead-
ing the charge in investigating suspicious land
deals and taking measures to curb them, such
as with the uptake of ‘pocket contracts’ in the
new Criminal Code. On the other hand, the
state also facilitates many large-scale land
deals. A state—capital alliance characterized
by elite enrichment, corruption and cro-
nyism threatens to stymie any attempts to
tackle land-grabbing in Hungary. The trans-
fer of thousands of hectares of formerly state-
owned lands into the hands of small group of
people between 2002 and 2010 is indicative of

this alliance. It is, in a sense, a kind of pocket
contract’ enforced by the state involving the
large-scale selling off or long-term lease of
formerly state-owned land to big business at
the expense of local small-scale farmers (Fid-
ric 2013).

According to the same author, foreign
landownership in Hungary amounted to
between 1-1.5 million hectares of farmland.
In Romania, where state land ownership is
around 20 per cent of all agricultural land,
the land market was opened to foreign buy-
ers from January 1 2014. Previous esti-
mates put the total amount of land in foreign
hands at between 600-700,000 hectares. In
this context, state land ownership becomes
even more of an issue, whether or not this
is in terms of facilitating access to land for
foreign buyers, or, as some pronouncements
from the Ministry of Agriculture have put,
it defending the national interests by facili-
tating access to smaller, family farmers.

The idea of the state withdrawing from
rural areas may remain relevant in respect
of those places where the population is
shrinking fast. In these cases, public servic-
es may be increasingly based on the supply
of mobile services, such as home visits and
temporary health clinics. Maintaining rural
schools to retain and increase local popu-
lations is bound to remain controversial.
However, in respect of the elderly who still
own the majority of private farm land, there
does appear to be a willingness to accept
that farmland is not always able to provide
the income, security and sense of obligation
that it once did. Turning land-based secu-
rity into cash-based security seems to be in
line with larger trends in social welfare poli-
cies. It also reflects the ongoing disengage-
ment of both the rural and urban popula-
tions from direct self-provisioning of food,
which had been one of the more contradic-
tory elements of the post-socialist agrarian
question. Encouraging people to grow their
own food could indeed cushion many dur-
ing a time of profound upheaval. How far it
could be the basis for a new private agrarian
sector in the context of the European Union
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was a wholly different matter. It is tempting
to agree that, at least in the early 1990s, the
state was relatively powerless to deal with
both the social and economic dimensions
of the agrarian question. However, as both
the market and the EU seemed to be unable
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