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Summary:

The share of the Hungarian food economy in the total export exceeds the share of the branch in the GDP significantly. The possibilities of the foreign sales became more and more difficult after the change in the political and economical system basically because with the dissolution of the COMECON we lost our important markets. Later the decrease of the production caused shortage in commodities in some cases even beside the decrease in the internal consumption. Despite these facts in 1995-96 the export sales improved compared to the two previous years and the import did not grow further, therefore the positive balance has improved further. The factors limiting further improvement of foreign trade are: inadequate quality, inadequacy of our foreign trade organization, insufficient level of the marketing activity and in some cases the lack of trade capital. The reshaping of the export subsidy system is in progress partly because of the GATT obligations but because of other standpoints, too.

Anotace:

Podíl maďarského agro-potravinářského sektoru na celkovém exportu značně převyšuje podíl odvětví na HDP.Po zásadních změnách v politickém a ekonomickém systému se možnosti zahraničního prodeje se stávají stále obtížnějšími, protože s rozpuštěním RVHP jsme ztratili důležité trhy. Později snížení výroby způsobilo v některých případech nedostatek komodit, dokonce i při snížení vnitřní spotřeby. Přesto se v letech 1995-96 export ve srovnání s dvěma předešlými lety zlepšil a import už více nevzrostl, proto se zlepšilo i kladné saldo. Faktory limitující další zlepšení zahraničního obchodu jsou: neodpovídající kvalita, neadekvátnost organizace zahraničního obchodu, nedostatečná úroveň marketingové činnosti a v některých případech nedostatek obchodního kapitálu. Změna systému vývozních subvencí díky závazkům GATT a i z dalším hledisek částečně postupuje.
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Development of the foreign trade in latest years

In 1986-90 the share of the Hungarian food economy in the total export was in average 21,2 %, in 1992-1995 it fluctuated between 20,6 % and 24,0 %. This exceeds the share of the branch from the GDP, being 11,6 % in 1994 significantly.

In 1986-90 the share of the import of the agricultural and food industry products in the total  imports was 7,3 % in average. In 1992-93 and 1995 this share was 5,9 % and in 1994 6,8 %, so it can be regarded to be stable.

In Table 1 you can find comprehensive data about the foreign trade of agricultural and food industry products.

Table 1

Foreign trade in agricultural and food industry products*

million USD

	Year
	Export
	Import
	Balance

	1991
	2743
	723
	2020

	1992
	2761
	726
	2035

	1993
	2049
	827
	1222

	1994
	2404
	1090
	1314

	1995
	3007
	1019
	1988

	1996
	2746
	940
	1806




Source: ARH

* Note: Data for 1991-95 are according to the ceased "Trade product specification classification" and data for 1996 are according to the HS 01-24 Commodity groups classification. The latter ones do not contain for example export values of forestry products, wool, raw skins, feathers, etc.

From the data it can be seen that in 1995-96 the export sales were growing compared to the previous two years and the import was not growing so the positive balance has improved.

In 1996 the following products were the first ten in value of exports and of imports.

Table 2

The 10 highest value export and import goods in 1996

million USD

	Number
	Export
	Import

	
	Denomination
	Value
	%
	Denomination
	Érték
	%

	 1.
	Frozen pigmeat
	81,76
	2,98
	Soybean cake
	157,70
	16,77

	 2.
	Mineral water
	66,72
	2,43
	Raw coffee
	65,35
	6,95

	 3.
	Cigar
	56,75
	2,07
	Fish flour
	25,11
	2,67

	 4.
	Lamb
	51,84
	1,89
	Tobacco
	17,90
	1,90

	 5.
	Salami
	50,14
	1,83
	Banana
	11,31
	1,20

	 6.
	Wheat
	48,20
	1,76
	Coffee extract
	10,91
	1,16

	 7.
	Sunflower seed
	47,56
	1,73
	Frozen beaf meat
	10,86
	1,16

	 8.
	Apple juice
	47,22
	1,72
	Filled chocolate

products 
	10,77
	1,15

	 9.
	Feather
	42,98
	1,56
	Barley
	10,38
	1,10

	10
	Canned maize
	41,47
	1,51
	Chocolate products
	9,54
	1,01

	10 goods

 total
	
	534,64
	19,48
	
	329,83
	35,07


Source: ARH

As you can see from the data the value of export of the first ten goods represent nearly one fifth of all exports. In imports this share is more than one third. (In this the soybean cake has a definitive role with nearly 17 % share.)

Considering the regional division of the agricultural and food industry exports the European Union stands first followed by East-Europe (former socialist countries and ex-Yugoslavia) and the EFTA-countries. The import is characterized by the growing EU-centralism, the decreasing, although still considerable share of the American continent (mainly South-America) as well as a little decreasing Asian and slightly growing African share, which represent though minimal percentages.

Foreign trade regulations

Export subsidization system

Considering the subsidization of the export of agricultural and food industry general rule is that there is no difference between geographical, geopolitical zones or different countries, value of export subsidy is independent of the target country.

The aim of subsidy is basically to promote the market access of the different agricultural products. The different subsidy rates are due to serve the Hungarian production, structural, trade and market policy, taking into account the Hungarian conditions of production and internal consumption.

The tendency has been getting stronger that the the setting of the subsidy rates takes place not simply on the basis of production and market trends but more and more taking into account the market (supply and demand) changes. By setting the different rates and fixing the whole amount of subsidy the GATT/WTO conformity have/should have to be taken into account (this will be mentioned later.)

Other measures concerning the export
According to a decree connected to the Act on Foreign Trade several products are liable to export licencing. The main products which are liable to export licences are wheat, barley, maize and goose liver.

Import regulations

Import licencing

The import licencing, which was one of the main elements of the former import regulation, has ceased. In 1995 it existed already only for fish and fish products and drug basic materials. (Fish and fish products are regulated in the GATT separately, too.) In case of fish and fish products - in frame of the so called consumption goods global quota - a value limit exists.

Quotas

There is no import restricting quota. GATT preferential tariff quotas exist for several products. According to the GATT Agreement the import tariffs of the products within these quotas are more favourable than normal rates. These are valid for a half year period.

There are preferential tariff rates for certain products originating from countries with which Hungary has a free trade agreement (EU, EFTA, CEFTA).

Export subsidies and WTO constraints

As it is widely known, during the GATT Uruguay Round the participants such as Hungary have undertaken obligations for market opening, the decrease of the agricultural subsidies and the exported quantities. The member states had to report at the beginning of 1992 which products they exported (in which quantity and with which amount of subsidies) between the years 1986-1990 (as a basic period). At that time Hungary reported only one product by sector according to which we would be entitled to subsidize only the export of 16 products, though the number of subsidized products were 368 in 1995 and 147 in 1996. It is to be noted that it is really difficult to tell the exact amount of the export subsidies for one year mainly because the subsidies can be claimed for 5 years so the exported quantity and received export subsidy is not the same in all cases concerning one year. The other problem relating to our GATT obligations is that only those amounts of subsidies were given which were realised in USD or other hard currency so in the recent years the amount of the real export subsidies has surpassed greatly the amount of the export subsidies allowed by the GATT obligations. Because of the high inflation rate it caused a problem as well that the figures were reported in forints.

After the mistake became evident negotiations were launched in Geneva during which the Hungarian delegation asked for the modification of the obligation and that the WTO accepts a new obligation list that presents the new situation.

Recently an agreement was reached after one and a half year talks. According to this Hungary gets an interim exemption concerning the most sensible products latest by 1 January 2002. The new base of the obligations is 1995 (45 billion forints export subsidies for 16 commodity groups).

In the 1997 year budget from the 101 billion forint agricultural subsidies there is 42,3 billion forints for the market access subsidies (this includes the export subsidies as well).

The elaboration of the transformation of the system of export subsidies is now in progress. The reason for this is mainly to create conformity with GATT (significant decrease in the share and amount of the direct export subsidies). The amounts taken out from the direct export subsidies can be used for the animal health and phytosanitary fees, waste destroying and quality improvement. An amount is allocated for collective marketing actions, too. Indirect support forms will be the interest rate subsidy of the export loans, the support of the stability of internal market as well as the support of different social care actions (for the stimulation of internal demand).

Apart from the different means of support the renewal of the market institution and informatic system is planned as well. The establishment of an institution similar to the Intervention Offices in the EU Memberstates (with registering and controlling role relating to the market regulation) is also taken into consideration. However we shall stress that these are only plans, one can count on wide-ranging discussions (possibly opposition) from the side of exporters or producers.
Prospects in foreign trade

Perspective performance of the Hungarian food economy export
A short forecast made in the frame of the National Agricultural Program considers the amount of the whole Hungarian agricultural and food industry export - compared with the present 3 billion USD level - to be doubled in 10 years outlook. This means the export can reach 6 billion USD. Considering that the limits of the increase of quantity are greater than that of the export surplus reached through the increase of value added, the increasement needs a stressed development on the field of the food industry, packaging industry and infrastructure.

Tendencies of the import performance

In the next few years a slight increase of the import can be assumed. It is a disputed  question whether we should allow a wider space for the competition with special regard to the future EU accession - when we are forced to a greater opening - or a greater market protection is necessary in maintenance of the home producers?

In progress of the preparation for the EU accession the competitiveness of the internal production is especially important, regarding not only the production and efficiency parameters but concerning the quality control, marketing, adequate distribution network, market information system, too.
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