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Summary

Hungary is located halfway between Nordic Countridgere forests have a dominant
wood production function, and Southern Europeannttas with an emphasised
protective function of forests. When role of foeesh economic development is
considered, Hungary is also halfway between dewedpmountries which rely on
natural resources to a large extent, and developedtries which mostly focus on the
protection and conservation of their forests. Ageault of this midway position,
Hungarian forest policy focuses on finding a baéabetween economic and protective
functions of forest utilisation. However, economote of forest is often underestimated:
ordinary people or even experts emphasise the wapoe of environmental factors
against economic issues. This general opinion @idg that direction of forest policy
will turn toward a more natural management in thegl run, but economic factors of
forestry cannot be neglected in the forthcomingrge#n private forests, conflicts
between personal and public interest also have talken into consideration.

The main factors, which affect the competitiveneggorest consumer chain, are as
follows:

- fragmented ownership system;

- pressure form the state to formulate joint foestates;

- low wood price;

- lack of investments and capital;

- lack of clear and long term subsidy system aaflststate policy toward private
forests.

The main problems and research questions for eigerpevelopment in the forest
sector:

- How private forest management can be evolved?

- What are the effects of EU accession on privatests?

- How can the forest administration be simplified?

- How can the ownership system be transformeddoae area of undivided joint
ownership?

- How can our knowledge be improved to provide epge understanding of local
economy?
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1 Consumption
1.1 State of the art and historical development

The total area of the country is 9,303 thousandanes. The population is 10 million.

Hungary is in the temperate zone of fronded forebte forested land is the second
largest field of cultivation in Hungary after thdopgh-land. Unlike the average

European conditions, 84.9% of the forested landesiduous, and 15.1% is conifer
forest. 57% of the forest is of native species, 48¥sists of extraneous or acclimatised
species of tree (locust, pine) or cloned specirapr@ved poplars).
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Figure 1. Land cover categories of Hungary

In 1920 on account of the Trianon pacification teeritory of forests fell from 7.4
million hectares to 1.2 million hectares. This cadlireduction was accompanied by the
fact that dominantly low productivity areas remaingthin the new borders, which had
provided fuel-wood for local inhabitants. The 10%pgmwortion of forest cover was one
of the lowest among the European countries.

Since 1945, the forest area has increased by apmtely 600 000 hectares due to the

large-scale afforestation activity. However, the gepita forest area, 0.18 ha, is still one
of the lowest in the region.
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1.2 Forest products’ and services consumption

Consumption in general

Hungary has made the transition from a centraliyhpéd to a market economy, with a
per capita income one-half that of the EU aver&yjegary continues to demonstrate
strong economic growth. The private sector accototover 80% of GDP. Foreign

ownership of and investment in Hungarian firms aneespread, with cumulative

foreign direct investment totalling more than 28idm US$ since 1989. Hungarian

sovereign debt was upgraded in 2000 to the secmyfek$t rating among all the Central
European transition economies. Inflation has dedisubstantially, from 14% in 1998

to 4.7% in 2003; unemployment has persisted artm&% level.
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Figure 2. Medium time changes in GDP and incomellevHungary

The contribution of forestry and forest industriedHungarian GDP is 0.3 % and 0.7 %
respectively. The number of employees in the dtakest enterprises is approximately
7000, and the staffing level is one of the highesbng in regional terms. However,
high level of employment may indicate a low levélefficiency: while in EU average

level of employment is 2.4 person per 1000 hectareblungary there is much higher
level of 7.9 person per 1000 hectares. This camrb@xplanation why the average
labour income in forestry and wood processing itiies are below the national
average. In medium term a large-scale reductioengloyment must be carried out to
improve the efficiency of Hungarian forest industry

Consumption of wood

Forest cover in Hungary today amounts to 1.823ionilhectares. Site conditions may
vary form semiarid desert (average precipitatiorO 48m) to mountain forests.

Therefore occurrence of forest is primarily detered by climatic (annual precipitation,
relative air humidity, groundwater), edaphic andrdoyogical factors.
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Table 1. Basic data on Forest Resources and Fpredttungary

Forest area [million ha] 1823.4
Percentage of forest cover relative to the totadi larea [%0] 19.6
Forest cover relative to the population [ha/capita] 0.174
Land area classified as forest land [million ha] 532
Growing stock [million m3 gross] 330.9
Annual increment [million m3/year gross] 12.3
Total logging [including both thinning operationsdaregular harvesting; 7.0
million m3 gross]

Regular harvesting [million m3 gross] 5.0
Logging area [average annual; 1000 ha] 21.0
Regeneration area (average annual; 1000 ha) 20.3
Afforestation [initial establishment of forests eaaige annual area; 1000 ha] 22.3
Percentage of forests subject to management glahs [ 100

2003. Ministry of Agriculture and Rural DevelopmgRbrestry Department

Total roundwood felling in Hungary will be approxately 7 million nf in the next
decade. The half of this production is firewoodw8a&ood production is approximately
52% of total industrial wood production. Presenthe total wood consumption is
approximately 10 million rhper year. Within this total amount, share of cersfand
hardwood are almost the same. However, 85 % of domproduction is hardwood.
Therefore on Hungarian wood market there is a mgtact of international prices and
markets.

Table 2. Trade balance of wood products (millionFiU

Export Import Balance
round wood products 17,358 13,948 3,410
sawn wood products 22577 42,010 -19,433
panel products 24,087 31,834 -7,747
other wood products 44,413 18,504 25,909
total wood products 108,435 106,296 2,139
pulp and paper 295,460 340,537 -45,077
grand total 403,895 446,833 -42,938

Source: AESZ. 2003.

Table 3. Production of wood products 2003.

% 1000 n?
Veneer log 2.0 116.73
Sawn log 23.0 1342.35
Other raw material for saw-milling 6.9 402.70
Pulpwood 10.7 624.48
Bolt for panel 10.0 583.63
Other industrial timber 6.3 367.69
Total industrial wood 58.9 3437.58
Fuelwood 41.1 2398.72
Total removal 100 5836.30
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Consumption of paper

Production and consumption of paper and board atie $maller than EU average but
increasing. The domestic paper consumption is appedely 74 kg/person, which is
third of the EU average. Presently the total consion of the country is 750 thousand
tons which shows a remarkable growth rate (8% par)ycompared to the 475 thousand
tons consumption level of 1993 which was the detdpesl| of the last decades due the
economic depression if the transmission period.

Table 4. Paper consumption in Hungary (1000 tonnes)

1995 1996 1997 1998 1999 2000

Production 321 363 410 434 456 506
Export 79 129 161 170 212 204
Import 267 288 346 390 399 448
Consumption 509 522 595 654 643 750

Table 5.Utilisation of the main paper product ge@million HUF)

Consumption Production Export Import
Cellulose 32,500 3,500 1,000 30,000
Reutilised paper 7,500 6,500 1,500 2,500
Paper 116,000 82,000 38,500 72,500
Paper based products, total 201,000 179,500 49,500 71,000

1.3. Market demand for forest related products andservices by urban population

The importance of the improvement of wood utilisatin Hungary, can be proved by

the following statements:

* The number of various sale-works made of wood & dwenty thousand.

* Wood utilisation provides a job possibility for alst hundred thousand workers.

* Average wood consumption is less than 0,6m3/peysan/ which is approximately
50-60% of the EU average and a steady progresgpeceed in this field.

* The carbon-dioxide fixation is over 12 million t@®per year in the Hungarian
forests.

* The life-cycle analysis proves that the environrakdamage of wood products is
less than in case of products made of other m#ge(mg. steel, plastic and
aluminium).

When wood utilisation and market demand is evatlja$pecial interest turns toward
fuelwood and bio-energy production. In Hungary, rggeproduction is an important
subject as the 72% of total energy consumptiorvddrom import. This large level of
dependency from import sources represents a seriskislevel for the Hungarian
economy, therefore it is a strategic question wekse energy import. The only way to
increase Hungarian energy production is to relyatural sources to a greater extent.
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Energy Consumption by Source, Hungary, 1971-
1999
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Figure 3. Energy consumption of Hungary
Table 6. Consumption of fuelwood
Year 1990 1998 1999 2000
Thousand tons 752 1085 1089 1194

Source: Hungarian Central Statistical Office, 2002

Currently altogether 3% of the total energy demdedves from renewable source.
Within this percentage the most important factothis fuelwood with 72% (2,8 % of
total), which will expectedly increase in the figuaccording to forecasts. The domestic
market of fuelwood was growing steadily in the ldstade. Moreover, a rapid increase
of fuelwood export into Austria and Germany canpieeceived in the field of ready to
use fuelwood.

Table 7. Proportion of renewable energy resoumtd®99 (in percentage of total)

firewood vegetation geotermical water biogas solagnergy

71.7 11.3 10.8 3.1 2.8 0.2

Source: Marosvolgyi B. 2001.

There is approximately one million ha of arabledamvhich can be afforested in

Hungary. A considerable part of which can be endoggst. Hungary’'s estimated total

biomass reserves are around 350-360 million tamg tlee annual biomass production is
around 105-110 million tons. The gross energy auntef the annual biomass

production is 1185 PJ. It is larger than the coustiotal energy consumption, which is
1040 PJlyear. Vegetation stores about 30.4 millas of carbon annually, which is

more than twice as much as the carbon contentadfecdracted from the mines.

In the long term, consumption of wood products pager and board in the applicant
countries is likely to increase to a great exténoubling of sawnwood consumption in
the newly joined countries would lead to additiodamand of around 10-11 million®m
of sawnwood Paper consumption in the eastern desntould even triple from its
present level. This would result in a correspondjrgvth in paper consumption of over

Acta Silv. Ling. Hung. Special Edition 2005



Hungary 303

15% in the European Union. Although the use oftedec media could check growth
in paper consumption in the future, growth poténtiavertheless exists for some
categories, for example packaging paper and board.

People usually regard wood as a natural and ermeot-friendly, valuable material,

but they can not accept the fact that there is mwmdwvproduction without forest

utilisation (e.g. forest cutting). There is a kiaticontradiction between the perception
of forests as a natural ecosystem and wood as anaterial. More information about

sustainable forest management principals and pesctiould be essential to be
disseminated for local people. This orientationutidocus on that woodcutting is a
part of the lifecycle of productive forests and slo®t have real harmful effects on the
forest if carefully and properly done.

1.4 Main problems and research questions in consurtipn for enterprise
development

Research questions of enterprise development canviestigated from both sides of
producer and consumer. From the side of producer queestions are:

e way of management including regulations and reconatagons of forest authority;
» decision about afforestation;

» decision about tree species selection (within thead site conditions);

» decision about the intensity of forest utilisation.

From the side of producers, there are several medtequalifications, which will
determine or control the decisions of the produdersiungary, tree species selection is
one of the most crucial factors of forest managees various site conditions allow
the forest owner to choose between conifers ofdsteaved, between long or short term
rotation periods. Actually, forest owners prefeladi locust forests, while forest
authority makes an attempt formulate state subsydyem in that way to increase share
of long term native tree species.

Table 8. Afforestation activities and tree spesielection

1995 1996 1997 1998 1999
Oak 257 739 1041 1176 1190
Other hardwood 466 641 386 642 665
Black locust 1991 2762 3553 3241 3291
Softwood 1297 2047 3034 2833 3288
Conifers 169 421 305 312 280

From the side of consumption there are also sevgrastions wood utilisation. These
are the following: consumption of local or imporbed, consumption of wood or wood
substitutes, packaging materials, etc. When expgrbrt is taken into consideration, it
must be clear that Hungary has a small and opekentar forest products, with a high
share of international trade: Hungary is a net irtgraof conifer timber and an exporter
of broad-leaved timber. Due to the high share térmational trade, local and even
national consumption is difficult to detect.
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Table 9. Timber product balance in Hungary (108) m

Products Production Import Export Consumption
Sawn timber 481 695 284 892
conifer 124 659 37 746
broad-leaved 357 36 247 146
Plywood 23 19 30 12
Flax board 764 129 192 701
Wallboard 75 15 52 38
Laminated board 6 26 6 26

Source: FAGOSZ - FATAJ 2000

In order to clarify problems and development paBtés in enterprise development, a
SWOT analysis was carried out to determine theahcituation and possible future
directions of Hungarian wood production and woodstonption market.

Strength Weakness
* high share of hardwood production |¢ low level of domestic consumption
« well developed fuelwood market * |low level of re-utilisation

* high dependency of conifer import
» export of hardwood timber instead |of
domestic processing

Opportunities Threats

* increase of self consumption » changes in exchange rate of HUF

» development of private forest » share of complementing products
managing organisations * low interest of new forest owners

» afforestation » lack of capital of further investigations

* increase of the role of Hungary in
wood trade in East-European countries

Annex A: Organisations studying forest products’ casumption and main
publications and information sources.

Organisations

University of West Hungarywww.nyme.hu
Forest Research Institute www.erti.hu

Central statistical office www.ksh.hu
State Forest Servicewww.aesz.hu
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2 Small-scale forestry practises
2.1 State of the art and historical development

In central Europe transformation from feudalisnoiatcivilian society took place in the

second part of the XIX century. During this tramsfation forest ownership was also

affected. During the demolition of feudalistic owsi@p some part of the forest estates
had previously owned by landlords was distributedsbcieties of peasants who

managed these forests jointly. As a result of tramsformation there is a historical

tradition of joint forest ownership in Hungary.

1945, due to the introduction of the communist megiforests larger than 60 hectares
were nationalised. As the second step of the naigation in 1946 forests exceeding 6
hectares were also transformed into state ownersinggm 1960 due to the process of
collectivisation small forest lots had previouskeln owned by private persons, were
also taken into public ownership. As a result af tlransformation in this period
practically no private forest remained in the cowunt

In the wake of the political reforms of the earB90s, most of the countries of Central
and Eastern Europe adopted new forestry legislatiomost cases the perceived need
for new forest law had been related to reformshm @rea of land tenure, mainly the
recognition of private property rights. The infleenof these trends on forest policy and
law varied from country to country. In some casewgbisation extended to the
ownership of forest resources and lands, whiletlers governments decided to retain
their ownership. Apart from all the other transiticountries there was a radical change
in the ownership system in the last decade in Hyngehis change did not intend to
restore the historical ownership situation, it wast directed by environmental,
economical factors. Hungary had chosen a diffecentse than restitution. The process
usually referred as "privatisation”, or "compensalti The groups involved in were the
following:
» people who suffered political suppression (e.gaioeration), or who sustained
material losses under communist rule,
» former employees and members of socialist co-operdarms, who had been
forced to merge their private agricultural landidgrthe process of collectivisation.

The process, being part of a wider socio-economi@psation effort, was not tailored
to reflect characteristics of the forestry sectdaluation of land selected for
privatisation only reflected the value of the sahd ignored both the material, and
immaterial value of the growing forest stand. Ftwesnd farmland were basically
treated alike.

Former owners do not have legal claims to eitheirtbriginal forest area. Once a
resident former members of co-operative had sttisdclaims, it was assigned parcels
of (forest-) land according to the percentage efrtilember's former individual holding
in relation to the total area of a co-operativenfalNon-resident former members
received compensation in vouchers. Claimants whiblbst valuables (including real
estates), or who had suffered unjust persecutecgive vouchers up to a maximum
value of 5 million HUF (approximately 16,000 eur@puchers might either be used for
bidding in land auctions, or freely traded and exaed. Vouchers have been traded at
the Hungarian stock exchange, although at a réithéed scale. The described process
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may therefore be generally defined as "privatisatily way of selling productive
assets".

The main characteristics of privatisation werea®s:

» Disregarding the value of forest assets;

* Limitations concerning the partakers to be natiatiral persons of Hungary;
» Possibility of bidding downward on privatisationcéions;

» Absence of minimum limit of property.

As a result of the privatisation process there bhasn a dominance of undivided
common properties in the ownership structure.

2.2 Small-scale forest holding

Role of private forests

A key factor is the improvement of the current wofarable public opinion concerning
private forestry. All the foresters' society is pessible to provide real and positive
information, which can be a key issue in the tramshtion of public opinion. Role of
private forestry sector in afforestation, importamaf wood as a natural, sustainable
resource can be highlighted.

During the transformation of the property relatiam€onsequence of lacking long-term
plans, a fragmented estate structure has emerded . piioportion of the unmanaged
lands increased because most of the new ownersdher in possession of capital and
financial knowledge, nor working tools - except thed.

Structure of forest ownership

The current structure of the forest ownership inngary is rather heterogeneous.
Besides the great owners possessing several huhdotares of forest a great number
of thousands of small owners having some tenthahestis typical. As the land registry
recording was not able to keep abreast with thiel @panges of ownership, we can only
estimate that 250 - 300 thousand new forest owmers to be taken into account, who,
in some cases, are not even aware of the locafidherr forests. Most of the new

owners have not dealt with forestry earlier, anel $hortage of woodcraft may have a
negative effect on the forests. Especially thedtwreinder afforestation are in danger,
and deficiency of professional care and cultivatimay lead to degradation of these
forests.

Forest owners

We must consider many landowners and forest owaengrban inhabitants more than
real farmers, since most of them do not have tleessary equipment for agriculture,
and they are not typically farmers. In order tabbsh a successful rural development
policy level of knowledge, motivation, opinion aimderest of forest owners have to be
taken into consideration. Significant divergencas be observed in the intentions of
the owners concerning the forests. Besides thosdivgato deal with forestry, a
considerable number of them do not have any long-tmnception. They do not intend
to perform forest management, they bought the fgues because it seemed to be a
profitable investment, or it was the only way tdisg their privatisation tickets.
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The economic orientation of private forest ownarsery different. While some forest

owners utilise their forest heavily, even withodtiadal permission or license, other

forest owners practically abandon their forest dadot want to participate in any kind

of management activity. The environmental orieotatof forest owners is significantly

high, compared to their economical orientation. pheection of natural assets and bio-
diversity were evaluated as a more important faittan economic functions. The result
gives the evidence of the standpoint that privatedt owners have a low grade of
economical rationality. Within economic functiotetprimary function of the forest is

to develop an asset rather than to provide yeadyme.

thousand hectares
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7an abandoned or unsettled
forest
g00
a00 co-operation
400
200 fores tenure
delegated forest manager
200
independent forest owner
1ag other companies
0 forest co-operation
1997 1998 1999 2000 2001 2002 2003
461 406 403 344 333 316 300 B sbandoned
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0 EE] 72 91 124 131 1563 mdelegated forest manager
44 46 58 72 7B 95 95 | independent forest owner
18 21 32 45 54 B2 82 |mother comparies
11 13 15 14 12 12 12 |m forest co-operation

YEArS

Figure 4. Private forest ownership and forest mansmt

2.3. Small-scale forestry practices

Techniques and practices

In Hungary there is a dominance of oak and beeetiddous) forests, where the
technology of forest utilisation is based mostly bandwork (felling, measuring,
cutting, quality control, etc). As a result thegenio great difference of the technology
applied by a 250 thousand hectares state foregpaayrand a 5 hectares smallholder.

Table 10. Species composition of wood productioRdf0 (1000 1)

Other Black
Property form Oak Beech  hardwood locust Poplar Conifers
State-owned 509 307 541 387 545 226
Privately owned 61 31 70 734 595 49
Total 570 348 611 1121 1140 275
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Management
Basically two forest management models have beeplaojged in the field of private

forestry. At the various forms of joint forest mgeaent there is an economic

organisation that functions as a property manggart{stock company) and settles up

with the members annually. The profit or loss @lised by the members in accordance
with their share of forest. In case of individuatdstry management, the forest owner is
responsible for the organisational, file keepingl @tanning tasks in connection with

forest management, as it is common all over in geiro

The joint forest management came into existencetlyjnapon the pressure from the

forestry authorities since the large number ofvittiial forest owners could hardly fit

into the former official system. Moreover it is geally agreed that sustainable forest
management was difficult to accomplish in smalbareApart from size of ownership, it

is the distance of the forest and the living platéhe forest owner, which modifies the

attitude toward joint forest management: urbandbosvners usually accept this way of
forest management. In case of rural landownerstl®ea demand toward formulating

an independent farm unit, including both agricwdtuand forested area instead of
participating within a joint forest management body

Cost benefits and profitability

Most of the joint management units, which were folated in the last decade are
usually below the economic threshold and too snballcarry out a permanent

management. In the long run most of the privatedts will act as periodic enterprises
when between two active years even several decadgpass. This fact makes evident
that instead of great management units a stabilgacior system has to be established.

Table 11. Profit and taxation share of forestry agdculture within total national
economy (million HUF)

Net profit/loss ) Tax paid
before taxation Profit Loss (18%)
Forestry 2,965 3,606 -640 646
Agriculture (inc. forestry) 11,548 44,198 -32,650 6,303
Total national economy 1,422,579 2,122,614 -700,034 354,843
Forestry/total (%) 0.21 0.17 0.09 0.18
Table 12. Profitability of state and private forggMillion HUF)
Financial Net profit Profit Loss Tax paid
results
State total 1463 1942 1942 0 331
Private total 753 1263 1904 - 641 373
double entry 281 444 890 - 446 211
single entry 267 579 774 - 195 105
private person 205 240 240 n.a. 57
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2.4. Policy framework and production conditions

Legislation about transformation of ownership

The Hungarian constitution constitutes the bagigHe entire privatisation process, as it
prescribes the right to — and public protectior afidividual private property (including
means of production and real estates) and dedtaregary's commitment to the rule of
law and democratic development. It also declares #itate's commitment to
environmental protection, and consequently forlpidgatisation of formal conservation
areas in compliance with nature protection lawse Hiter exception, with its reversal
tenor to the general commitment to privatisatidnyst creates an inherent tension, and
calls for due consideration in the course of subsetjlegislation.

The Hungarian privatisation process rests on twese§aThe law on compensation
(passed in 1991, entered into effect in 1992) &eddw on the dissolution of socialist
co-operative farms (1992). According to the acteghl regulation, it is forbidden to
purchase agricultural land and forest by foreigrestors. Farmlands up to 0,6 hectare,
flats and houses are allowed to sell out to foreignIn order to maintain this
prohibition, companies and enterprises are alstudgd from land ownership, since a
foreign presence can not be supervised or regtriot@ny Hungarian companies. As a
result, partnerships, legal entities, companiesnateallowed to own agricultural land
and forest in Hungary. It is a generally accept@dhion that this prohibition was
necessary due to the low Hungarian land and fqnés¢s. The emotional part of this
debate is also important: it is easy to generateaa of rich foreign investors, who
would buy out the whole country. However, even etgpean not agree about the results
of this prohibition as this ownership restrictiorlwnaintain actual low prices of forest
land which is obviously against the interest ofaldohabitants.

Legislation of forest management

Main legal measures affecting forestry and foreshagement:

* Law on Forests and the Protection of Forests, 1996

* Law on Compensation (1991)

* Law on the Dissolution of Socialist Co-operativaria (1992)

* New state Forest Service (1997) combined functadndanning and of supervision

As a part of the new legislative process aftempibigical and economical changes in the
early 90’s, three main “green acts” were ratified:

« LIII Act of 1996 on Nature Protection

e LIV Act of 1996 on Forests and the Protection ofdsts

e LV Act of 1996 on Game Management and Hunting.

The basis of regulations concerning forestry isftrest law of 1996. As for the non-
wood services (others than hunting) their reguhai® included in the forest and the
nature conservation acts. As the influence of mat@nservation on forestry practice is
increasing, the LIl Act of 1996 on Nature Proteatis valid in forests, which are under
any level of protection. Therefore on nature covestgon areas every forestry
intervention also requires approval of the natemiservation authorities. From 1996,
the forest law used to restrict private small-sdalestry strictly, as the fundamental
principle of forestry policy was to establish largmale joint private forest entities. The
modification of forestry act in1998 provided momeddom for the owner to decide

Acta Silv. Ling. Hung. Special Edition 2005



Hungary 311

about independent management. Obviously there bad ho reason for the previous

practice, when it had been obligatory to estaldisbociated forest management in the
existing forests, while in the new afforestatiordiindual forest management was

permitted.

2.5. Supporting and limiting factors for enterprise development in small-scale
forestry and barriers to entrepreneurship

Compared to other East-European countries, theiqugyvhistorical forest ownership
pattern was not taken into account during the Hragaforest privatisation and land
allocation. Therefore positive effects of the higtal traditions of forest management
methods of former centuries could hardly be exgess

Supporting factors:

* low cost level;

» selfinterest;

* heavy level of afforestation;

* self consumption;

» fuelwood production which allow small amounts mairkg

Limiting factors:

» confused ownership;

» pressure from the authority;

* low interest of urban forest owners;

* low income of the society as a whole;
» illegal logging.

Threats

According to the forest owners, the most importimest threats are wood thieving,
excessive wood harvest and inappropriate forestagement. There is no significant
difference between the opinion of forest owners aftfter inhabitants, since forest
owners themselves have a contradictory opinion tafmpast management. The lack of
difference is explained by the relatively shortdiperiod of private forest ownership.

Due to the high emotional concern most of foresnens would maintain their
ownership in the long run. This emotional intenessdtricts realisation a high level of
spontaneous ownership concentration. Forest owands local inhabitants have a
positive relation with forests. This positive rédat has not been influenced by the fact
that the frequentation of the forest is very lonHuangary regarding to the international
comparison. However, the acceptance of free aaressio forests is extremely high in
Hungary compared with other European countries fiteerside of forest owners.

The small-scale forest ownership can not be araolestn general to prevent owners to
achieve a sustainable forest management. In casedependent small-scale forest
management units, instead of continuous manageaestiodical forest management
will be carried out. According to the previous staent, there is no reason to enforce
joint ownership: a co-operation of forest ownerg/rha based on joint work instead.
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Annex B: Organisations studying small-scale foresyr and main publications and
information sources.

Organisations studying small-scale forestry

University of West Hungary Faculty of Forestry: tpawww.nyme.hu

Forest Research Institute: http://www.erti.hu

Hungarian Federation of Forestry and Wood Industhép://www.fagosz.hu

National Federation of Private Forest Owners andre$to Managers
http://www.pointernet.pds.hu/megosz/

Hungarian Forestry Association http:// www.oee.hu

Main publications

Jager, L. (1996): Magan-eililajdonosok eréigazdalkodassal kapcsolatos felfogasanak
és viselkedésének vizsgélata. in: Biik (ed): "Ember — Technika — Kérnyezet"
Kdrnyezetpedagogiai €s Kdrnyezetszociologiai Kaerfiera, Sopron. p. 125-139.

Jager, L. — Mészaros, K. (1999): Establishing afbaccountancy network in Hungary
with the help of the Guidelines. In: Niskanen, A&d). EFlI Proceedings 29.
Joensuu. p. 85-96.

Héjj, B. — Jager, L. — Mészaros, K. (1999): DielRaler Universitat Sopron im System
der forstlichten Fachberantung. In: Jellasic. (e@®evelopment trends in
porduction management for forestry and wood proongsZagreb, Horvatorszag.
p. 203-209.

Jager, L. (2000): Az efdszerepe a vidékfejlesztésben: Esettanulmanyolagda, S.
(ed): VII. Agrarokondémiai Tudomanyos Napok. Gyongyh. p-115-119.

Mészaros, K. — Jager, L. (2000): Az égdzdalkodas és vidékfejlesztés. In: Magda, S.
(ed): VII. Agrarékonémiai Tudomanyos Napok. Gyongybl. p-115-118.

Jager, L. (2000): Az efidelepités szerepe a vidékfejlesztésben. in: Kovacged.):
Integralt vidékfejlesztés. MTA Regionalis Kutatadéézpontja, Pécs.

Jager, L. (2000): Forestry and rural developmegianal forest strategies. In: Sulek, R.
Herich, M. (eds.) The forest — economy versus epol@volen, Szlovékia.

Jager, L. — Dr. Mészaros K. (2001): Current statk @onflicts of small-scale forestry in
Hungary. in: Niskanen, A. (ed.): Economic sustailitgtbof small scale forestry.
Proceedings of European Forestry Institute. Joertsnland. p. 61-70.
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3 Wood-processing industries
3.1 State of the art and historical development

From the production point of view, forestry playsaor role in the national economy.
About 35 percent of the GDP was produced by ingustrpercent by transport and
telecommunications, 11 percent by trade and 13r6epé by agriculture. Forestry's
contribution was about 2 percent.

The state forest companies underwent planned dawelot since the late 1960s, and
vertically organised wood processing complexes wesgablished. This induced
relatively rapid development in the field of proseg technologies. A nation wide
survey on sawmills was carried out in 1979 in thedd. Out of the 654 plants
registered, about 33 percent were state-owned \Bfilgercent, mainly very small mills
with a capacity of less than 5000 per year, were owned by agricultural co-operatives

During the 1980s, the structure of the state sawndustry evolved; many small units
were closed and the remaining 134 plants produsedthirds of the total output in
1990. Of the total remaining plants, 35 have a ci@paf more than 15,000 hper year,
and one of them can process more than 100,006f mundwood annually. The state-
owned sawmill industry was modernised at the beggrof the past decade and
investments were made in the parquet and panel sinds. However, the
overestimation of desired capacities became theceaf many economic problems in
the late 1980s and the early 1990s.

The pulp and paper industry operates 30 paper meshn several plants, with a total
production of 452,000 tonnes in 1990. There isemily intensive research and analysis
being undertaken on the state of the pulp and paphrstry. Hungary has great
surpluses in pulpwood and a large negative tradanba in pulp and paper, which
could be reduced by domestic processing of theablairaw materials. It is assumed
that the country's economic development will ineiauch greater paper consumption,
which is far below the European average at pregewerall, the sector's production
showed a steady increase until the mid-1980s, niyt the annual cut was increasing,
but so was the output of the wood processing imguBbr instance, in 1975 exports of
primary wood products were 846,000, while imports were 1,796,000%min 1985
exports were 1,303,000°mnand imports were 1,329,000°rf roundwood equivalent.
Therefore, through the mid-1980s forestry was dri@ most successful sectors of the
country's economy.

After this time, however, a period of decline sdrt One of the problems was that,
owing to the income produced, harvesting and waogdgssing gained more and more
importance, while silviculture had to face increagy serious problems. As a
consequence of increasing costs, an insufficiebbda force, a rainfall deficit,
extremely hot summer periods and, last but nottldéasreased game populations,
regeneration did not keep pace with harvestingaiteh became the limiting factor of
the annual cut. Many experts believe that too largeoportion of the income produced
by forestry was spent on developing the processidgstry instead of being spent on
the forest itself.
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Nowadays the wood-based panel industry consistewfveneer plants, six plywood
plants, two complexes of particle board plants, thaeboard plant and one fibreboard
plant, producing hardboards only.

3.2. Wood processing industries

Transformation of the ownership structure

The decreasing production of the forestry sectarfbaused attention on the problems
of the large vertically organised state companlé®ir large processing capacities are
not being sufficiently supplied with raw materialsd there are difficulties in marketing

their products. The recession in the constructind &urniture industry is having a

particularly negative impact. As a consequencehef political decision to separate

wood processing from primary forestry activitiele twidespread transformation and
privatisation of wood processing units have aceddst. However, the process is
expected to be very long because of a lack of dbmiesestors.

The pulp and paper industry also went through dedite privatisation and, by mid-
1991, more than half of the total capital of thdustry was privatised with more than
20 percent of foreign capital. However, the pul g@aper industry is still desperately
searching for a way out of its deep recession.

Table 13. Production and future estimation of maitber products (1000 ¥

Products 1980 1990 2000 2010 2020
Harvesting 6400 5000 5500 6000 6500
Sawnwood 959 813 350 450 480
Plywood 15 10 30 50 60
Particle board 232 299 489 530 590
Fibreboard 98 50 60 120 120
Total panel production 345 359 579 700 770
Raw material demand of panel 695 700 1040 1090 1110
production

3.3. Wood processing industries practices

Structure

The capacity of sawmills is 87% little sawmills idse 5000 nj), the number of mills
processing more than 15,000 im about 30. The use of the capacity of thesesrsl|
approximately 70%. Overwhelming part of the sawsnirocessed domestic broad-
leaved logs, the two biggest mills with a capacify60-100 thousand *rwere using
conifer logs imported from the former Soviet Unidm improve efficiency the sawmill
industry needed reconstruction.

The production of veneer and wood based panel$ ssnaller importance within the
wood processing industry. The production of pagtinbards was started in the 50s, two
big mills have been operating. Both of the mills@extended and provided with more
productive technologies and machines. The fibreboadustry produces only hard
fibreboard, and because of the lack of developmesudurces the production of the new
types of boards started only slowly, though theorilel be enough raw material, and a
considerable market for the products.

Acta Silv. Ling. Hung. Special Edition 2005



Hungary 315

The pulp and pare industry has production plantshédf-ready products, and several

paper and cardboard mills. In most of the millsriechines are old and there is a need
of reconstruction. The smaller capacity paper meehof the former state owned paper
industry were ceased production, the bigger onas vanewed, and for the increase of
paper production mainly domestic waste paper has bsed.

In the short term competition is likely to stiffesfightly in the markets for sawnwood

and other wood products, but no major changesxected in medium term. Hungary

is not expected to be the most attractive potemdiehtion for investment by forest

industry companies based in the EU. Moreover, imvests will be held back by a

number of factors, including uncertainty about plage of economic growth and hence
consumption of forest-based products.

3.4 Policy framework and production conditions

In order to reduce risk for wood production a hamnmeation of the supply of
assortments and the wood processing technologgesohiae achieved. Because of this
in developing technologies in wood processing atgreemphasis should be put on the
processing of valuable hardwood sortiments, andgssing of sortiments with low
diameter with a possibly high added value. To aqalh this there is no, or just very
limited capital, and the products need a much biggarket than the Hungarian one.
The importance of the use as energy source beconmgs and more important,
especially with the new afforestations in the framagk of the rational land use
program.

Wood is amongst the most important raw materialshan world, and the only one,
which is renewable and it is considered to be emwvirent-friendly in all its forms.
When considering the characteristics of the woaldistry of the turn of the century it is
useful to investigate the international and firfsalb the European tendencies. It can be
stated, that Hungary has a good supply of hardwaodssoftwoods and this means a
potential possibility in the development of progegshe stacked wood sortiments, and
the panel industry may be a major direction in tfeelopment of domestic wood
processing industry.

According to the statistics available domestic wpodduction can be increased to an
annual 6-7 million m wood. 2 million ni out of this is the most valuable log
assortment, 0.5 million frare other industrial wood and 4 million m3 are shecked
wood sortiments as pulpwood, bolt for panels arelMood. Afforestation trend shows
that an increase is to be expected mainly fromldtter sortiments. Markets for fibre
and firewood will not increase. In the EU a coneiide part of the utilisation
possibilities are also left in the forest, andfilveed wood export puts the prices low, so
in some cases low value sortiments cannot everigrayansportation costs. In sawmill
and panel industry production costs are decreasind, new areas of use become
available in the process of technological innovatio
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According to the predicted situation the possieditand tendencies in wood industry

can be characterised as follows:

* Complete and full use of the wood material becoabasic requirement;

* As a result of the technological development sopecies had not been utilised
would be available for the process (poplars, blackst, turkey oak);

* In the domestic sawmill industry the inevitable aestruction has been started,
which enables a higher processing level in casthefuse of domestic timber, the
production of dried timber and the production ofoap

e It would be very important for the Hungarian woodustry to produce LVL veneer
boards using poplar and turkey oak, and the pramluctf OSB particle boards and
possibly MDF fibre boards using domestic wood syppl

* As a source of the development common investmeritis fwrestry or foreign
capital can be considered,

* The proportion of construction material made ouvefieer and particle board will
increase;

e cement-bounded panels production and MDF boardsnerease in the long run;

* and parallel to this — as a result of reusing teduvood material — the raw material
requirements of the board industry will not incieeasnsiderably.

Furniture industry

In the furniture industry the use of wood based naaterials will be characteristic, and
the use of half ready materials will be overwhelgim the export of furniture chairs
and upholstered furniture will be typical. An inase in office and kitchen furniture is
also to be expected. The export of high qualityifure may also increase. In order to
attend domestic furniture demands the role of thiort will remain, in some product
areas this may even increase. Import from eastemopEan countries and from
Southern-East Asia may also be considered.

As a summary of the possible development directadrthe domestic wood industry it
can be stated, that the development is influengetivib basic factors: the use of the
domestic wood supply and effect of Hungarian mestiprin the European Union. The
first factor is rather a limiting one, and the dattan contribute to the expansion of the
markets. The resources of the development canrestirae from foreign capital, from
joint ventures or from common investments with &bre.

As a result of capital injection foreign companéesaling with primary and secondary
production will procure domestically a part the doquality material, formerly
designated for export. Hopefully this tendencyagg on, and an increasing part of the
good raw material can be domestically processeddirny additional income for wood
production industry.
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3.5 Supporting and limiting factors for enterprisedevelopment in wood processing
industries and barriers to entrepreneurship

Table 14 . Swot analysis of wood industry

Strengths

- large scale broad-leaved forests
containing many tree species

- developed production sector

- education centres in the field of industr
workers, technical workers and enginee
- developed professional press and
newspapers, professional associations
- international fairs

- most of the enterprises can adopt to th
changing demand of the market

- export oriented large enterprises

e lack of research and development,

Weakness

- environmental problems and difficulties
- lack of postgraduate and trading
education

y underdeveloped informational system
s lack of co-operation in wood industry,
parallel production-capacity in some fiel
- low level of marketing, lack of wholesa
business, underdeveloped retail trade

enterprises focus on production of
‘following products' and produce a minin
level of development

P

e

nal

Possibilities

- basis of wood production provides a
possibility of expansion of expensive
hardwood products

- increase of the production level of sem
finished products

- development of education and researc
- participation in international research
activities

- development of regional co-operation ¢
the fields of raw material production and

Risks

- EU accession may lead to a higher lev
of import of wood products

- reduction of the development of buildin
itrade industry

- lack of state support in the field of
henvironmental investments

- lack of the acceptance of a joint
marketing strategy of domestic wood
pfndustry enterprises

g

processing industry

Annex C: Organisations studying wood processing

publications and information sources.

Elementary and secondary education of

ingstries and main

wood praegssdustries in Hungary:

Kaesz Gyula SzKl és SZMK
D6ri Sandor —Kozma L. Ipari Szakkd

Piarista Szakmunkaské&pisk.

Tolna Megyei Onkormanyzat Ady E.
Wesselényi SzMK

zépiskola OAFSZIRes Pest M-I Szerv.

Encs Varos Onkormanyzat Aba Samuel Szakiskola
Hefele Menyhért Epét és Faipari SzKI és SzMK

Jelky Andras Szakmunkasképintézet és Szakkdzépiskola
Kos Karoly Szakképz és Altalanos Iskola

Szegedi Alternativ Kisérleti Specialis Szakiskola

Szki és Kollégium
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Other organisations studying wood processing imgsst

* University of West Hungary, Faculty of Wood Sciesice
* Hungarian Federation of Forestry and Wood Sciences
» Association of Woodworkers and Wood Industry

Online sources:

» www.fakat.hu

* www.fagosz.hu

* www.fa.lap.hu

* www.fafeldolgozas.lap.hu
* www.faipar.hu

* www.profi-fa.hu

4 Non-wood forest products and services
4.1 General information on forest related non-woodprocessing and services in
Hungary

Historical development of non-wood production aad/ees in Hungary

In the previous centuries the wild herbs were tlestnimportant NWFP in Hungary.
Between |. and Il. World War the Hungarian wild Ihdyusiness prospered on a high
level. There was a good demand for herbs in Wediemope, and Hungary had a
leading role in this business.

After 1l World War the collection and utilisatiorystem of NWFP was changed. New
directions were adopted into herb business. As saltreof state intervention and

nationalisation, three divisions of state companiese formulated: trade division,

agricultural herb division and industrial-healthgrh division. In spite of the fact that

there were many economical and economic confliagteinvherb business during this

time, this sector met with complete success. Thédst production level was reached
in 1976-1978. During this time the management (bgyup, processing, sales) of
NWFP in Hungary was carried out by specialisedestatned companies, as in other
Central and Eastern European Countries. After 1883he process of transition to

market economy, a complete liberalisation of NWF&nhagement was started to open
economic markets. State companies were taken othi®feconomic area and their
responsibilities were taken over by small dynanniegte companies.

The actual direction of the development of non-wém@st products changes products
by products. In many fields, changes in the owniprstructure, modification of NWFP
collection methods, and transformation of demandatds NWFP have created new
dynamic, changeable and complex systems in NWFRagament. Presently very little
information is available for NWFP management anatase of some product-groups,
(e.g. forest fruits) there is no information avhi@ In case of other product, like the
honey business, there are several information ssuand a market chamber operates in
order to achieve development in the productionesaal marketing.

NWEP&S definition, classification and relevanceumal economies
Not primarily as timber used forest products ardedanon-wood forest products
(NWFP) in Hungary. Usually terminology of NWFP iszided into two categories, as
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shown in Figure 1. This categorisation is basethenmportance of the products in the
past and at present. The figure shows that in #s fhwere was a wider range of non-
wood products than there is nowadays. Some NWH#Atad, like hunting and fishing
have become independent economic areas.

Within the described categories NWFP can be diviokedheir linkage to the trees. On
the left side there are NWFP which are parts afsrand on the other side there are
three non-wood forest product-groups, such as péanitnal and mineral, which are not
directly related to trees.

Classificalion of Non-Wood Forest Products in Hungary

Linked wih parts of fres Mot linked with pards of tree

Linkzd with parts of ree Mot linked wilh parls of tree

P, amh Plant Trunk, branch P it
1. chamost . * charoal *  raediciaal plant
2. petosh 5. gang *  Cridimaztee CR o,
3 sl *  yiclker L
4 wkher : *  hirch fuig *  reed
Animal
B, huriing
Bak
7. Mishing Follage -
89, tanban g Cra'.rﬁshng *  naedle liter Enimal
*  omamentalfoliage * snald
* ailers
Folage S —
10,  iter Mireral CHp
11, geentdiage 12 Tirme *  cone el
13, pedt .
re Flower * lime
p— *  honey * By stonge
14, mt
15, forast fits
16, ll

Figure 5. Classification of non wood forest produatHungary

Role of ownership in NWFP

Presently, the most important products in stateemlvriorestry management are
charcoal, Christmas trees and ornamental foliageveder, the income from these
products is as little as 1 percent of the totabme from all state forestry activities, with
the remaining 99 percent comes from wood lumbeaind other activities. In spite of
this, state companies do not intend to cease dpaiih these three NWFPs.

Investigations on small-scale forestry in Hunganpw that the most important non-
wood forest products are honey and forest mushraonmsvate forestry. 300 different
private forest management units were questionetthenstudy. At the same time the
Christmas trees and ornamental foliage have maglenaportance, while ivy, pine-
cone, black alder, chestnut and reed were indicasesimall important non-wood forest
products. In relation with regional differencesc@n be told that the greatest number
(nine different products) of NWFP was identifiedTiransdanubia. The work reported
that 23% of the private management units markedes&nd of non-wood forest
products in Transdanubia. In another respect iratGPgan only 10% of private forest
managers indicated non-wood products in their fore@nagement. This indicator is
20% in Northern-mountains.
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Property rights regulation system
For the purposes of the Forest Act a forest ustifiall be considered:

« collection of pine branches, fir-cones and deceeagireenery from felled trees;
» collection of mushrooms, wild fruits, moss, floweasid medical herbs;

e production of sticks, reed, sedge, bulrush ancttiing of grass;

e apiary activities;

» collection of pine resin.

The exercising of the forest usufructs may not dgerend/or endanger the surface and
subsurface waters, the soil, the regenerationeofdtest and the forest biocoenosis. The
forest manager may exercise the forest usufructis thie conditions set forth in this
Act. In respect of the forests located in a pra&daiatural area the preliminary consent
of the expert authority of the nature conservatathority is required for licensing the
exercising of the usufructs.

The Hungarian forestry act says that the non-waoest products are free to collect in
state-owned forests for own need, but not for comsrakneed. For collection on a
commercial level, permission from the forest mamageequired. It should be declared
the own need per person per day per volume. Irafgiforests right of utilisation of non
wood products belongs to the owner of the foressittdfs are allowed to locate in
private forests but activities like mushroom pigkior honey making can not be
accomplished without permission from the ownersisTiegulation is difficult to
execute in practice and pickers collect NWFP withemy payment for the owners.

Honey production

In the last decades, a steady development of haeeyor could be perceived in
Hungary. Since that time Hungary has became anriapiohoney-exporter country in
Europe. Presently 1% of global honey productionobgé to Hungary. This
accomplishment is remarkable, because Hungaryigamr is very small compared
with other great honey producers as Russia or US.

The total honey production is approximately 15-i@usand tons per year in Hungary,
but adverse weather conditions may reduce the budpa great extent. In 1997 there
was a loss of 4-4.5 thousand tons black loc(Rbbinia pseudoacaciahoney
production.

Table 15. Statistical data of honey business ingdun

Years Honey production  Export Import Income Export support
(tons) (tons) (tons) (mil. US$) (mill. HUF)

1992 10,742 6,818 434 11.07 174
1993 15,873 13,369 556 14.60 337
1994 16,236 13,424 700 16.80 500
1995 16,000 13,254 760 23.14 772
1996 16,500 13,159 710 25.13 390
1997 12,200 7,655 410 14.10 151
1998 13,800 9,261 548 19.62 stopped
1999 20,500 9,889 441 15.91 stopped

Source: Honey Advisory Council, 2000
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Between 1993-1996 Hungary’s honey export volume daabled (Table 1.) due to a
government export subsidy system which is not dpgrany more due to GATT-WTO
agreement in 1998. At present natural lifestylep lgroducts including forest
mushrooms and medicinal herbs have high value adgarallel with this trend the
income from non-wood forest products is very imaottfor rural people.

Medicinal plants

Medicinal plants are important in private sectorfdct, in Hungary there are currently

about 200 companies interested in medicinal plasmtagement. These companies are
primarily privately owned, but these companiesrareinterested in forest management.
The revival of this industry, through increased @xpctivity, has resulted a creation of

several thousand jobs in rural areas.

Table 16. The most considerable export drugs fraleh gathering (1991-1995)

Latin names of drugs Volume (tons/year)
Chamomillae anthodium 50-200
Equiseti herba 20-200
Tiliae flos 20-60
Sambuci flos 60-500
Urticae folium 5-150 (increase)
Achilleae herba 10-50 (stable)
Chelidonii herba 10-60
Taraxi herba et radix 10-60 (increase)
Juniperi galbulus, Crataegi fructus, Cynosbati 100-2000
pseudofructus

Source: Hegdis, 2000

Forest mushrooms.

There are approximately 15 companies interestedoiast mushroom business in
Hungary. These companies are in a strong compeititith each other, occasionally in
unfair way, which shows that the market of foresishrooms is not a consolidated one.
The forest mushrooms will be analysed in detailsase study.

Forest tourism

In Hungary, limited studies are available descdbiforest tourism. In 2003, a

countrywide survey was made on recreational userelsts, when 1100 people were
interviewed. The most important results can be se&igure 5 and 6. The investigation
shows that approximately 5% of people have visitedsted area daily and only less
than 10% of the inhabitants has no connection thighforest at all.

The study pointed out that the top five foresttedaactivities (Figure 7.) are forest
walk, trip, bicycling, taking photos and nature ehstion. The study also mentioned
the mushroom picking as a nature-based activityjoat one third of tourists gathered
the forest mushrooms during their stay in the fistes
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Figure 6. Frequency of forest visits in differeatisons
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Figure 7. Top 5 forest-based outdoor activities

4.2 Case studies of successful marketing strategies
1. Case study — forest mushrooms

NWEP&S definition, area of production, harvestiegdl, technical characteristics of

production

This case study focuses on wild forest mushroomshwis one of the most important
non-wood forest product in Hungary. As there ispublished data regarding forest
mushroom production available in Hungary, this gtrelies mostly on market research
and experts' estimation. As it was described beforeviously only one state owned
enterprise worked in the forest mushroom busing&lsat company did not only gather
the mushrooms, but also collected other non-woa@sfoproducts, like medicinal

plants, snails. Its activities have been taken twesmall, dynamic private enterprises.
There are currently about 13-17 companies intedeistdorest mushroom business in

Hungary. These companies are privately owned.
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In Hungary, the most important forest mushroom &seare cepRoletus edulijsand
chanterelle Chantharellus cibarius These species cover 90% of the total mushrooms
gathered in revenue value. Apart from the aforempatl species, several other
mushroom species are gathered with a moderatedneolRussula sp. ar@ratarellus
cornucopiodeshave medium importance, while Morchella sp. arfteoBoletales sp.
are indicated as insignificant forest mushrooms.

In Hungary, the importance of cultivated fungi eadse value of forest mushrooms.
According to several experts' estimation (basedustoms statistics) the total export
turnover of cultivated Agaricus was 19.84 milliois$) the cultivated Pleurotus (oyster
mushroom) was 3.2 million US$ in 2001. The totdé salume of export market was
18,200 tons, of which were 16,700 tons cultivateghricus in 2001. Boletus export
reached 378 tons and there was an app. 22 tonstatélurs cibarius on the export
market in 2001. The total value of forest mushrgmeduction was 1.6 million US$ in

2001.
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Figure 8. Description of the “product chain” orgsation

Most important marketing channels in forest mushrdmade are summarised in Table .
On the left side forest owners can be seen as pepsluFrom the sector of producers
the mushroom goes into the marketing channel byinguyip. This means that
companies buy the mushroom from the pickers andfroat the forest owners. The
mushroom picking is done by individuals. This aityivs not a permanent job for rural
people only an opportunity to get additional incorire Hungary, mushroom picking
appears more a business activity rather than aagon due to the low level of income
of rural society.

In the trade sector the mushroom goes from the ealmogntioned companies either
directly to the market - after processing - or mtermediary mushroom traders who
bring it to the market. The term of processing nsedrying, freezing, powder making
and canning. Having access to forest mushroom ressuesults conflicts in many
cases. First, conflict situations can be emergdsidel the marketing channel, between
forest owners and mushroom pickers. There canlasconflicts inside the marketing
channel when different traders occupy new tergwrin Hungary, there is a sharpened
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conflict between Hungarian traders and temporargigm trade companies (most of
them are Italian-owned), which usually pay morenthngarians traders.
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Figure 9. — One of the largest companies in faresthroom business

Export/Import
Before the political changes, Hungarian forest mosims mostly (90%) went to export

market, that trend worked until 1995. From 1995 squsitive demand from the home-
market can be observed. Still, the Hungarian wiltshmoom has two main markets in
the European Union: Italy and Germany.

A CH, F Proportions of export market |- ltaly
10% D — Germany
A — Austria
CH — Switzerland
F- France

|
70%

Figure 10. Main directions of export of wild musbno

In case of Romania and Slovakia import activity t@nexperienced. There is a high
volume forest mushroom in Ukraine, but it is difficto built fair business connections
in this country. Symptoms of grey-economy works @asy to perceive in this sector:
the real amount of sold mushrooms is higher thatedtin customs statistics. For
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instance, during the mushroom season the Austgastaurant owners usually come to
West-Hungary to buy wild mushrooms, because theeprare half of home conditions.

Policy framework

Policy institutions involved in the sector and rkedions (esp. property rights
regulations) that directly influence the NWFP&S quotion and harvesting. At present
the forestry act declares that the mushroom piclsng free in all state-owned forests
for personal need, but not for commercial purposes.commercial need permission
from the local forest manager is required. The musm pickers never applied for
permits. In practice, the mushroom companies aptyeqg for permits for a territory.
All in all, the mushroom pickers enter to forestghaut any permits and pick the
mushroom without any payment for the owners. lusthdoe declared the own need per
person per day per volume.

Role of research, education, and training extensgmices in NWFP&S development
Approximately 13-17 small-medium enterprises argoived in forest mushroom
business. They are suitable to summit project pabtor investments. During the
accession period it was accessible the Sapardaroddne of the Sapard measures was
indicated as improvement of processing and marfetih agricultural and fishery
products, including forest mushrooms. At preseheré are open tenders for these
companies supported by National Development PlatipNal Rural Development Plan.

Concerning the taxation issues, these companiasnaier SME’s rules.

The Hungarian mushroom products are not certiftedllaThe Hungarian companies,
which are interested in the forest mushroom andl Wwérb business, formed a NGO
(Medicinal Plant and Product Advisory Council) tepresent their interests. This
organisation has a special group for the foresthmogn companies, so-called Branch
for Wild Harvested Mushrooms. Otherwise, the powafethis group is quite weak. No
real cohesion to enforce their goals, the privatsiriess interest stands above branch
approach.

The main research area is to study the mushroamstfie ecological point of view. No
marketing or economical aspects can be observederGmportant topic is the
preservation against forest mushrooms, which amgedsas damages.

The Corvinus University, Faculty of Horticulturalci®nces, Budapest and the
University of West Hungary, Faculty of Forestry,p8mn are organising courses to
identify mushrooms. This training is quite popudanong students from the universities.

Profitability
No economical data on profitability of forest mustims business in Hungary. Three

price-groups can be seen on dealer level. The §reup holds two mushrooms,
Morchella sp. and Chantarellus sp.. They have highues (12.5-17.08 US$/kg),

because the crop is small in Hungary. The secoreincludes the Boletus-family.

Boletus has many prices depending on the qualiiy the prices are standing on the
middle level (7.5-12.25 US$/kg). The last groupteams the rest, which have low price
mostly under 7 US$/kg. No information available floe turnover at this stage.
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About 500-700 tons of Hungarian wild mushroomstaesested annually. 2002 was an
exceptional year from the forest mushrooms pointiefv. According to the expert
estimation during 3 weeks about 2,000 tons mushsoawere appeared on the
Hungarian market. The buying up price was very 1@90 HUF/kg (0.83 US$/kg)
because the annual crop was very high. The turnewsr almost 1.6 million US$ at
works parity. The high volume of forest mushrooms2002 was favourable for local
people, because of picking 30 kg mushrooms perndegnt 6,000 HUF (25 US$) as
income. On the other hand, between 1,000 and F;0&kg/person (4.1-20.8 US$) is
determined as potential income level during musimreeason.

Lessons learns/driving forces/factors affecting petitiveness (SWOT analysis)
A SWOT analysis was made to summarise the findofgthe wild forest mushroom
sector.

STRENGHTS (S) WEAKNESSES (W)
* Flexibility » Lack of capital
* Reliability  No real packaging, processing
» Expert’s knowledge background
» Stable picking-network * No real product innovation
* Versatility * Enterprise management
» Marketing knowledge
OPPORTUNITIES (O) THREATS (T)
» EU accession * Arid climate
* Home trade expansion » Strong competition
* Forest area expansion e Imported wild mushroom in large
e Tax discount guantities
* Hungaricum * Owners forbidding
* Increasing processing level * Nature conservation
» Finance help » General economy fall down

Investigation of characteristics of technologicalooganisational innovation behaviour

in non-wood production, processing and service strigs are also important. The most

important areas of innovation are:

e Labelling/certification issues (marked as Hungangu

* Development of e-business;

e Value-added processing on local level,

* Improvement of home market;

» Taking full advantages of resources: local mushr@ootessing can be added the
ecotourism services.

Recommendations proposals

A more obvious regulation should be introduced aw tthe problem between the
mushroom pickers and the forest owners, forest gensashould be handled. It would
also be important to add values to the harvesteshmoms through local processing.
This activity can improve the diversification okthural area, create jobs and extend the
value of other non-wood forest products as well.
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Taking full advantages of resources: local mushrgmocessing can be added the
ecotourism services. For instance in Finland thmalldarmer produces own berries,
dried mushroom and he also provides accommodationgaides for nature tourism
who also appreciate the experience of staying wiher@roducts are produced.

It can be significant to launch a development proje the Central-Eastern European
Region co-operated with international organisatiqesy. FAO) and international
institutions (e.g. EFI). The goal of this projecbwid be to explore the problems of the
non-wood forest products sector as well as to &guut the right solutions.

2 Case study — Arnica Montana Co. as specialised iforest recreation and
ecotourism

There are different definitions for ecotourism imrdary. In accordance with the best
approach ecotourism means special accommodatamsport and programs together,
which minimise the environmental damages for théunad land. Furthermore, the
income from ecotourism goes to local people, frohiclv they can manage the natural
land in a sustainable way.

In Hungary, there are two types of ecotourism. ©@h¢hem is when national parks
organise ecotourism services. On the other hamdpecsm has business aspects, when
private companies are involved in this kind of @amimental service. For instance, there
is a micro firm, named Arnica Montana Co, whiclsjpecialised in forest recreation and
ecotourism service. This organisation is accessible at
http://www.castanea.hu/arnika/index.html.

The Arnica Montana Co. started its activities wgthiding nature tours for hotel guests
in Sopron (this city locates in West-Hungary, clesehe border with Austria) in 1997.

The denominator of the company was Arnica Montana aell-known medicinal herb

in the region of Pre-Alps. This herb is salve forkinds of traumas; the plant is also
used in homeopathy.

Program for primary schoo Noted days Nature-based adventure
children tours

Program for nursery scho@ ﬁ}w Ivy club
children
ICA

MONTANA

Education at the university Research Ivy environiaideaflet

Figure 11. Main activities of Arnica Montana Co.

The organisation has been working as an indeperfdegst school since 1998. The
most important activity is the implementation ofrdst school programs for school
children. The teaching activities are dealing waH#3 professional educators with the
occasional help of university students. The maienéwf the year 2000 was the
organisation of the conference "Harmony of envirenmand human" sponsored by
PHARE CBC.
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To understand the value of the natural environnoérsopron and its unity with this

historic town, it is important to glance over thigstern corner of Hungary for an
overview. The nationally unique statement of Sopi®rdue to the fact, that in its

immediate environment 3-4 strikingly different regs and living worlds join hands.

In direction of southwest it can be found cold,dhaalpine-like forests, and only in a
distance of 40-50 km there are the 2000 m peakiseoflps. On the north Sopron leans
on the ,Bécsi”-hill of Mediterranean features, @astds lays the famous ,Szarhalmi”-
forest with its steppe meadows and dry oak stam#siond the range hills of

Szarhalom, Fertd, the westernmost alkaline stegke-of the continent is situated with
its vast reeds.

The Arnica Montana Co. holds its programs in thevabdescribed environment. They
have different programs for adults and children,vwasdl. Quite popular weekend
program among tourists is the “revival with the govef nature”. This tour includes
massage, forest meditation and special physicaling in the forest. Other option
within this offer is an adventure walk in the fdres

I ARNIKA ERDELISKOLA
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Celiaink
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Figure 12. Website of Arnica Montana (tt://tan.hL-uarr-{i-ka]indéx.html)

Annex: List of statistical information sources, daabases, web sites
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Internet sites, institutions

Start point website for honey business http://mez.lap.hu/
Start point website for mushroom businesstp://gomba.lap.hu
Start point website for herb industittp://gyogynoveny.lap.hu/

National and local organisations studying non-wimdst products

University of West Hungary, Faculty of Forestry pan www.nyme.hu/emk

Corvinus University, Faculty of Horticultural Sciess, Budapest www.kee.hu/ktk

Forest Research Institute, Budapestvw.erti.hu

Agro Chambehnttp://www.agrarkamara.hu/

Ministry of Agricultural and Rural Development www.fvm.hu

Ministry for Environment and Water Managememtww.kvvm.hu

Herbaria Co. www.herbaria.hu

Nagy Mihaly Medicinal Plant Ltd. www.nam.hu

Medicinal Plant and Product Advisory Council (GYTT)

Federation for Forestry and Wood Industries (FAGDSZvww.fagosz.hu

Agricultural Marketing Centre www.amc.hu

Gomba-Med Ltd.  www.boletus.hu

Agro-Quality Ltd.http://www.truffle.hu/

First Hungarian Truffle Society  http://falco.elte.hu/emsze/

APIMEL-R. health- and spa-tourism, tourism and hepscessing Reha Ltd.
www.apimel.hu

Honey Advisory Council  http://w3.datanet.hu/~meheszet/

TERRA FOUNDATION http://www.terraalapitvany.hu/index_en.html
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5 Forests and ownership
5.1 State of the art and historical development

The main stages of the changes in th8 @ntury were as follows: in 1920 on account
of the Trianon pacification the territory of foredell from 7.4 million hectares to 1.2
million hectares. This radical reduction was accanm@d by the fact that dominantly
low productivity areas remained within the new kewed The 19 % proportion of forest
cover was the lowest among the European countésr World War 2, in 1945 the
forests larger than 58 hectares were nationalidedthe second step in 1946 forests
exceeding 6 hectares were also nationalised. Ff@®0 bwing to collectivisation the
previously privately owned small forest lots welgoaaken into public ownership.

In the beginning of the 1990s during the socialrernic transformation the property
relations basically changed due to privatisatiomil&/before the change of regime the
percentage of privately owned forests did not rebdh now 40% of the forests are in
private hands and only 60% is of state propertyaA®int of interest, only one of the 6
political parties that were formed after the disgration of the one-party system has set
alteration of property structure as a main politg@al. This large-scale modification of
property structure is a result of a decision of ¢bastitutional court that declared that
any discrimination between different former grieves is anti-constitutional.

5.2 Forest resources

Hungarian forests’ growing stock was in 2000 estedaat about 318 million cubic
metres solid wood, with an average (relative tottiial forest area) of 190 cubic metres
per ha. Deciduous forest accounts for about 8%/gtbwing stock (for details refer to
chart 4 below). The annual increment is estimatedZamillion cubic metres solid
wood, with an average (relative to the total foersta) of 6.8 cubic metres per hectare.

Table 16. Felling achievements by groups of treeigs in 2002.

Species 1000 n? % Species 1000 n? %
Oak 1161 16.6 Black locust 1480 21.1
Beech 618 8.8 Improved poplars 976 13.9
Conifers 774 11.0 Other soft broad-leaved 507 7.2
Turkey oak 973 13.9 Other hardwood 192 2.7
Hornbeam 332 4.7

Source: FVM Forest Department

5.3 Forest ownership

Out of the 1.9 million hectares officially registerforest land, 1,128 thousand hectares
owned by the state, while the area of private tsrexceed 732 thousand hectares.
Hungarian forests in general are unevenly distebuihe densest, and best-linked up
forests are located in highland areas. At the sammes four out of the five most forested
counties are in the Southwest. On the other hawdahd plains like, for example the
Puszta have little — if any - forest cover. Largeebt blocks dominated by native
species remained the property of the state, whileie forests (the majority was the
property of the agricultural co-operatives beforevgiisation) are more scattered and
comprise mainly fast growing tree species.

Acta Silv. Ling. Hung. Special Edition 2005



Hungary 331

heech
oak
turkey nak
other hardwood
conifers

native poplar
other softwood
improved poplar

black locust
71

300 200 100 0 100 200

Figure 13. Distribution of different tree specipitted in state and private ownership
forms

Protected forests
Table 17. — Primary functions of the forests in Hary

Forest land 2000 (%) 2002 (%)
Protection forest 23.2 33.6
Productive forest 74.5 64.8
Health care, social, tourism forest 2.3 1.6
Total 100.0 100.0

Source: State Forest Service, 2003

The high increase in the share of protection fofEable 1) is a result of a classification
development; forest lands under declared naturéegion have been reclassified in
terms of primary function, become protective forast the National Forest Database
was up-dated accordingly. Protection forest inctugeotective forest (soil, wildlife,
settlement protection etc.) and protected foresgt. (@ protected natural areas). Their
share tends to be increased in the next decade.

5.4 Main problems and research questions in foresesources and ownership for
enterprise development in the forest sector

1. The opinion and perceptions of private forestaers in connection with the forests,
especially in the area of

* ownership rights;

* income possibilities;

» protection of the property;

» settlement of legal directions;

* and realisation of the objectives of the owners.

2. Whether the formulating private forestry will edehe economic, social demands of
the Hungarian society.

* How can sustainable forest management be accoraglishprivate forestry.

* How will change the public opinion on private fargs
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* How can the recreation effects of private forestsnyproved.
* What are the main conflicts between forest ownetsthe society.

3. How will the ownership patterns be modifiedhe future?

* What kind of long time changes might be expected;

* How can the desired ownership system be described;

* What kind of decisions and tools can be appliedetach a preferred ownership
system.

References
Act No LIV of 1996 on Forest and the ProtectionFafrest, Ministry of Agriculture,
Budapest 1997

Annual Reports of the State Forest Service. 2008aBest AESZ.

Erdéigazdasagi tarsasagok 1994-1998. (Forestry Compa@#es1998. Annual Reports
of the Forestry Portfolio of the State Privatisatiand Holding Company),
Budapest

FM Agrarprogram, Szakmai flzetek 2, Erdészet (Adewgram, Special Studies 2.
Forestry. — Ministry of Agriculture), Budapest, 199

Halasz, A. - Csbka, P. - Horvath, Z. (1993): Adaéskelemzés a magyar fagazdaséagrol
1964-1991. FAGOSZ, Budapest

Héjj B. - Lett, B. - Mészaros K. - Stark M. (1998)z erdsfeldjitds finanszirozasanak
korszer(sitése (Erneuerungsversuche der Finangieron Wiederaufforsungen
in Ungarn) Forschungsbericht, Sopron

Horvath , Z. (1994): Country Statement, Hungary ev&opment of Marketing of
Sawnwood Products in Countries in Transition. Sopro

Izinger, P. (1997): Agrarjovonkért Gazdalkodas X&vf. 3. sz.

Jager, L. — Dr. Mészaros K. (2001): Current statd @nflicts of small-scale forestry in
Hungary. in: Niskanen, A. (ed.): Economic sustailitgbof small scale forestry.
Proceedings of European Forestry Institute. JoerfSaland. p. 61-70.

Jager, L. — Mészaros, K. (1999): Establishing asbaccountancy network in Hungary
with the help of the Guidelines. In: Niskanen, A&d). EFl Proceedings 29.
Joensuu. p. 85-96.

Jager, L. (2000): Forestry and rural developmegianal forest strategies. In: Sulek, R.
Herich, M. (eds.) The forest — economy versus apol@volen, Szlovakia.

Laskay, L. - Mcsényi, M.: Fapiaci adatok és elemzések (Fakerdebkke
Konferencidk 1997-1999) FAGOSZ, Budapest-Siéfok

Lett, B. - Stark, M. (1998): Acountancy Obligatioasd Possibilities in Hungarian
Forest Management. IUFRO 4.04.02. - 4.13.00 Symposon Institutional
Aspects of Managerial Economics and Accounting oreBtry. Proceedings,
Roma-Ostia

Lett, B. (1994): Ungarische Forstpolitik (Symposidir Forstpolitik in veranderten
gesellschaftlich 6konomischen Bedingungen) Prdiogs, Brno.

Acta Silv. Ling. Hung. Special Edition 2005



Hungary 333

Lett, B. (1996): Az erdgazdalkodas szervezeti atalakulasa — In: MTA VEAB
Konferencia kiadvany, Veszprém, p. 176-181. (Orgainonal Transformation of
Forestry. — In: Hungarian Academy of Sciences, Ye&an Academic Committee,
Conference Proceedings, Veszprém, p. 176-181.)

Lett, B. (1997): Organisationsverhaltnisse zwisBerstwirtschaft und Holzindustrie —
In: Iseod'97, State And Development Trends In Woatlistry, VIII. Interchair,
Meeting of Organizers and Economists in Wood InguXil Economic Forum,
Proceedings, Croatia

Mészaros, K. — Jager, L. (1998): Farm forestry paraof the national FADN system in
Hungary. In: Hyttinen, P, Kallio, T. (eds): EFI Beedings 28. Joensuu, p. 195-
198.

Solymos, R. (1997): Az eéd és fagazdasag EU-integraciés stratégiaja. (lategr
strategy of the forest management to the EU) Bustape

Stark, M. - Lett, B. (1998/a): Gazdasagi atalak#lasszemléletvaltas a fagazdasagban
MTA-VEAB Tudomanyos konferenia a Komaromi Napokétében, Komarom,

Stark, M. - Lett, B. (1998/b): Die Auswirkungen d®dirtschaftswechsels auf den
Holzmarkt 9th Intercahir Meeting of Economists a@iganisers in Wood
Industry. Proceedings, Sopron.

Statistical Yearbook of Agriculture. Hungarian QahStatistical Office 2002.

TEOSZ at all (1999): A magyar magantulajdonon ad@perdsgazdalkodaskozelitési
programja az Eurdpai Unié digazdalkodasahoz. — In: Erdészeti lapok, vol.
CXXXIV

Téth, S. (1997): Az ezredfordul6 fagazdasagarord€imy and Timber Industry on the
Millenium) Magyar Asztalos 97/10.

Acta Silv. Ling. Hung. Special Editio. 2005



