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Abstract 

 

As it is well known, in Hungary – similary to most of the new EU Member States joined 

in 2004 and 2007 (EU 12) – the price of agricultural land is significantly lower than in 

the old EU Member States (EU 15). Although in the accession period experts indicated 

significant differences in price levels, that is they will decrease within a few years of the 

EU membership and the full liberalization of the land market will not cause dastric 

socio-economic problems. The harmonization of expected land prices did not occur or it 

occured to a different extent at the same time full liberalization is approaching fast. This 

study is based on this situation, which aims to elucidate those factros which can be 

named as reasons for the formation of the difference between land prices experienced in 

Hungary and Western Europe. 

 

Keywords: land price, land value, full liberalization of the land market, significant 

differences in price levels, partial factor calculation yield 
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A földár és földérték regionális szintű vizsgálata Magyarországon – tapasztalatok a 

tesztüzemi rendszer alapján 

 

Összefoglalás 

 

Mint az jól ismert, Magyarországon – hasonlóan a legtöbb 2004-ben, illetve 2007-ben 

csatlakozott új európai uniós tagállamhoz (EU12) – jelentősen alacsonyabb a 

mezőgazdasági földek ára, mint az EU régebbi (EU15) tagországaiban. A csatlakozás 

időszakában a szakmai körök bár azt valószínűsítették, hogy az EU tagságot követő 

néhány éven belül ezek a jelentős árszint-különbségek csökkenni fognak és a földpiac 

teljes liberalizálása nem fog drasztikus társadalmi-gazdasági problémákat okozni. A 

földárak várt harmonizációja ugyanakkor nem, illetve nem olyan mértékben következett 

be, a teljes liberalizáció viszont vészesen közeleg. Ezt a szituációt alapul véve, 

kutatásunk kettős célt fogalmaz meg: egyrészt, hogy helyzetértékelést adjon – regionális 

szinten – a földárak alakulásáról a 2006-2010 közötti időszakra vonatkozóan, másrészt a 

kapcsolódó közgazdasági elmélet bázisán megvizsgálja azt, hogy milyen összefüggés van 

a föld közgazdasági értelemben vett értéke, illetve az ára között. 

 

Kulcsszavak: földár, földérték, földpiac teljes liberalizálása, árszint-különbségek, 

parciális tényezőhozadék számítás 

JEL: Q12, Q15 
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Introduction 

 

The Hungarian agriculture faces new challenges in the coming years due to the 

forthcoming liberalization of land market. Hungary - similarly to other newly accessed 

member countries – considered important in the pre-accession period to keep the chance 

of land purchase for the domestic private farms, therefore we requested and got 

temporary exemption from opening the Hungarian land market for foreigners and 

business entities. This moratorium is coming to an end now but the land prices in 

Hungary – although slowly rose after the accession to the European Union - are still 

below the EU average, which can be the source of some serious problems. Starting from 

this situation, the research has a double objective: on the one hand, it intends to give a 

review of land price changes – at regional level – during 2006 and 2010, on the other 

hand, based on the related principles of economics, it examines the interrelations 

between the value of land in economic sense and its price. In the frames of this, analyses 

are made on the farm-level data of Research Institute of Agricultural Economics (AKI) 

by using partial factor return calculation and classic methodologies of determining land 

value. 

 

A lot of Hungarian and international papers discuss the problem of determining the 

economic value of land. The related references basically can be categorized into three 

groups (on the basis of Szűcs et al. 2008): 

 Microeconomic procedures and models targeting the determination of balance 

prices (e.g.: Harvy 1974 etc.). 

 Drafting different estimation forecasts on the basis of registrating actual market 

prices (e.g.: Featherstone – Baker 1987 etc.). 

 Determination of land rent after separating the production factor returns with 

different methods, then – following its capitalization - estimating the land prices 

(e.g.: Traill 1980; Szűcs et al. 1990 etc.). 

 

Considering (among others) the available database, the third land evaluation approach 

was chosen, in case of which the production functions have key role. In the frames of the 

current paper, the general measuring model is not introduced, those who are interested 

can study the references listed below.  

 

Material and methods 

 

The database for our research was provided by the test-farm system (Hungarian FADN) 

operated by the Research Institute of Agricultural Economics. The analyses covered the 

year 2010 at regional level. As regards the group of farms – in accordance with the the 

objectives of research – the examination was made with the data of „Specialist cereals 

(other than  rice), oilseeds and protein crop producing farms (Code: 151)” according to 

the EU typology. The data of 704 (2006) and 798 (2010) farms were available in the 

examined years. Out of farm-level data, 14 variables were involved in the analyses.  

 

According to the chapter titled „Theoretical Basics”, the methodology based on the 

partial return of production functions was used in the determination of economic value 

of land (LV). As it was mentioned above, the point in the method is that the partial 

returns of individual production factors determine the value of factors, among others the 

return on land determines the value of land.  
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Those factors were defined as the first step of value determination which probably form 

the result of crop production. The presumed logical correlation can be described in 

mathematic terms as follows:  

 

 

where:  

Φ(E) [HUF·ha
-1

] = clear return per one hectare of crop production. A modified output 

indicator is used to express it due to the different land use characteristics of private and 

corporate farms utilizing the land. In order to form the indicator, the operating profit was 

corrected by the value of rent paid for the land and the wage costs;  

A(Q) [AK] = land, as production factor. The factor was quantified with land quality, that 

is on the basis of the golden crown value of the currently applied Hungarian land 

evaluation system;  

L(WT) [h·ha
-1

] = degree of labour use. The live labour use of agricultural farms was 

expressed by the working time involved per one unit area;  

K(AC) [HUF·ha
-1

] = allocated capital value. The degree of capital allocated in technical 

resources was used to express the level of capital allocation (equipment supply); 

R(SC+FC+PC) [HUF·ha
-1

] = value of production inputs (costs of materials). Items 

considered as costs of production materials: sowing seed costs (SC), fertilizer costs (FC) 

and pesticide costs (PC).  

 

The next step was the construction of multi-variate linear regression estimate functions 

which describe the relation of the four presumed production factors and the net income. 

Out of these, the individual factors, including the share of land from income-yield was 

determined. Finally, by capitalizing the income from land we have reached the economic 

value of land (we calculated with 7% capitalization rate of interest on the basis of the 

current banking (FHB Bank) practice).  

 

Results and discussion 

 

In the first phase of research the changes of land prices were analysed. The results have 

revealed that the price of land dynamically increased all over the country during the 

examined period (from 2006 to 2010): from the initial 376 thousand HUF to 474 

thousand HUF, which corresponds to an annual average rise of approximately 24,5 

thousand HUF (6%) (Table 1). At the same time this dynamic growth covers 

considerable regional differences: the annual degree of growth was 10 thousand and 

16,25 thousand HUF on average in the Great Plain region, while it exceeded 35 thousand 

HUF in all the three Transdanubian regions and Northern Hungary. 

 

Expanding the research on the regions, the changes of land prices were substantially 

different year by year in each region. Using 2010 as a basis, the average land price was 

between 391 thousand HUF (North Great Plain) and 628 thousand HUF (South 

Transdanubia). It is interesting that the land quality does not necessarily support the 

regional trends in land prices. This conclusion is proved by the case of South 

Transdanubian region, where the land price was 628 thousand HUF for a land quality of 

))(),(),(),(()( PCFCSCRACKWTLQAfE 



Regional Study of the Land Price and Land Value in Hungary – Based on the Experience 

of Farm Accounting Data Network 

22 

 

22,3 AK on average, while the land in the Southern Great Plain with higher, 23,5 AK 

quality was worth of 405 thousand HUF.  

 

Table 1: Land price and land quality on the examined farms between 2006 and 

2010 

Regions 

2006 2010 

Land price 

[1000 

HUF·ha
-1

] 

Land 

quality 

[AK] 

Land price 

[1000 

HUF·ha
-1

] 

Land 

quality 

[AK] 

Central Hungary 433 19,8 511 20,9 

Central Transdanubia 376 23,6 519 23,3 

West Transdanubia 371 20,8 529 21,1 

South Transdanubia 479 21,7 628 22,3 

Northern Hungary 332 18,1 456 19,2 

North Great Plain 351 19,4 391 19,1 

South Great Plain 340 25,6 405 23,5 

Hungary 376 21,6 474 21,4 

Source: own calculation on the basis of AKI data (Research Institute of Agricultural 

Economics) 

Note: the above values were calculated on the basis of data of farms under code of 151, 

by weighting them, thus the results can be regarded representative.  

 

Due to the above revealed paradoxon, ANOVA model was used – on farm level - for 

analysing the impact of land quality and regional location on the land prices (Table 2). 

As regards hierarchic models, the results show that land prices are substantially 

determined by both the land quality and geographical location. It should be highlighted 

as an important experience that it was confirmed: the land prices are different – in 

statistical sense, too – within the different land quality categories according to the 

location of the land. In other words, it is statistically proven that the price of land of the 

same quality category is different in the different regions.  

 
Table 2: Effect of land quality and location on land prices (summarizing table of 

ANOVA model results) 

Explanatory 

variables 
2006 2007 2008 2009 2010 

Land 

quality 

[Category 

1-4]* 

ETA 0.423 0.413 0.414 0.405 0.385 

 

BETA 

 

0.456** 

 

0.423** 

 

0.431** 

 

0.412** 

 

0.380** 

Region 

[-] 

ETA 0.325 0.321 0.280 0.307 0.344 

BETA 0.341** 0.310** 0.283** 0.299** 0.326** 

Interaction significant significant significant significant significant 

R
2
/E

2
 0.29/0.39 0.27/0.32 0.25/0.32 0.25/0.31 0.25/0.30 

Source: own calculation 

Note: *Category 1: below 17 AK; Category 2: between 17-25 AK; Category 3: between 

25-30 AK; Category 4: above 30 AK; ** significant at 0.01 level. 
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Subsequently another research topic has arisen, namely which of the two explanatory 

factors – land quality and location – has stronger impact on land prices. As it was 

expected, the land quality has stronger determination effect in every year (it was also 

proved by the BETA values belonging to the variables), but the partial impact of regional 

location is also significant. Moreover, it is important to note that the effect of land 

quality on land prices shows a decreasing tendency in relation to 2006-2010, while the 

explanatory power of location remains at approximately the same level. All these 

processes prove that the relative weight of geographical location is increasing in the 

changes of land prices.  

 

In the further part of our research, we tried to estimate the economic value of land on the 

basis of the related economic theory. The main conclusions of this examination are listed 

below (Table 3).  

 

Table 3: Land price (LP) and land value (LV) in regional distribution (2006, 2010) 

Title 
Regions 

HUN 
C-H C-T W-T S-T N-H N-GP S-GP 

Land price 

(LP) 

[1000 

HUF·ha
-1

] 

2006 433 376 371 479 332 351 340 376 

2010 511 519 529 628 456 391 405 474 

Land value 

(LV) 

[1000 

HUF·ha
-1

] 

2006 598 810 815 740 554 677 975 750 

2010 732 838 893 854 694 766 924 836 

LP/LV·100 

[%] 

2006 72 46 46 65 60 52 35 50 

2010 70 62 59 74 66 51 44 57 

Source: own calculation  

 

As regards the period from 2006 to 2010, the land value determined according to the 

principle of economics followed an increasing tendency at country level – but in most of 

the regions, too. Drawing a parallel with land prices, it can be concluded that the land 

price on the land market was only 50-60% of the economic value of the land during the 

examined period. As one of the main experiences of our examination it should be 

highlighted that the institutional factors (such as aids) have an outstanding role in the 

land value, because negative operating incomes were received in many cases when the 

subsidies were not considered, and thus it could not be used for determining the land 

value. Therefore it can be declared that the institutional factor can be regarded one of the 

main driving force behind land value changes in the short run.  

 

Examining the economic value of land by regions, significant differences can be 

revealed between the regions: according to our calculations the land value was between 

694 thousand HUF (North Hungary – N-H) and 924 thousand HUF (South Great Plain – 

S-GP) in 2010. Comparing the land values to the land prices in the different regions we 

got a similarly mixed picture. In some of the regions the rate is around 50% (Western 

Transdanubia – W-T; Northern Great Plain – N-GP) which corresponds to the national 

„HUN” average. In three regions (Central-Hungary – C-H, South Transdanubia – S-T 
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and North-Hungary – N-H) the typical land prices approach two-third of the estimated 

land value, while the land is the most undervalued in the Southern Great Plain region (S-

GP) which is the regional unit with the most favourable land supply.  

 

Conclusions 

 

The present paper deals with the questions of land price and land value. By analysing the 

recent processes on the Hungarian land market it can be concluded that the market price 

of land follows a dynamically increasing trend but this growth is not enough to reach the 

land prices observed in the old member countries of the European Union (EU15) in the 

foreseeable future. This statement raises a lot questions especially because the 

moratorium which protects the Hungarian land – and which was already prolonged once 

– is closing again to an end.  

 

Geographically expanding the land market examinations, substantial regional differences 

were revealed regarding the land prices. It was proved by statistical analyses that these 

differences cover not only differences in land quality, but the geographical location itself 

is a considerable – and relatively more and more determinant - price-forming factor. All 

these phenomena – in our opinion – are connected with the price-increasing impact of 

speculative land demand emerging on the land market.  

 

The second logical unit tried to estimate the economic value of land (including arable 

land). The experiences collected on this subject prove that the land price on the 

Hungarian land market in the recent period – and probably in our days, too – hardly 

exceeds half of the economic value determined according to the economic principles. Of 

course, the distorting impact of institutional factors (mostly the subsidies) should also be 

considered because the single area payments transferred in the frames of the Common 

Agricultural Policy (CAP) have substantial impact on value forming. It is especially 

important, because the CAP is under reform and it is expected that the distribution of 

subsidies will be significantly restructured and the available funds will be probably 

reduced.  
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