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      The Wines of Hungary


      How does a country with once-proud wine traditions reinvent itself after forty-five years of Communism, during which the entire
         structure of grape-growing and wine production was changed out of recognition? This book explains how the painful process
         of readjustment, which still continues, has progressed through privatization, foreign investment, and the dedication of small
         producers struggling to achieve quality standards in the face of a chronic lack of capital. It surveys the problems that remain
         to be overcome, and charts the progress already made, giving profiles of the leading producers in each of the country’s twenty-two
         wine regions, with assessments of their wines. Special emphasis is placed not only on famous regions such as Tokaj and Villány,
         where significant results of these changes have already occurred and some remarkable wines are now being produced, but on
         the little-known and as yet undeveloped region of Somló – once equal in renown to Tokaj – which, in the author’s opinion,
         also has the potential to make world-class wines. The resulting picture of the present Hungarian wine scene offers a fascinating
         account of a national industry in transition, poised eventually to re-establish its place as a major player among European
         wine-producing countries.
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      Introduction by Hugh Johnson

      This may be the most important account of Hungarian wine ever published. I can think of no other that comes close, either
         in content or in timeliness. Alex Liddell is an unusual writer: a wine-lover extremely aware of quality, eloquent when he
         finds it, but totally, sometimes chillingly, clear-eyed and objective.
      

      He is telling the story of a great tradition brought to its knees by twentieth-century history, and being rescued and reinventing
         itself at this very moment. He writes with admirable clarity about the Hungarians of today and their wines, good or bad. But
         the future is unclear, as Hungary stands on the threshold of a more or less united Europe.
      

      To be definitive and tentative at the same time is a tall order. Liddell handles it with magisterial authority. He has asked
         all the questions and digested all the answers in a startlingly comprehensive account, which makes only one assumption: that
         Hungarian wine is worth such a sustained effort. It would be over the top to chronicle the wines of Romania or Bulgaria, or
         (dare I say) even Italy or Spain, in such dispassionate detail – if only because so much can be taken for granted. But Hungary
         is a creature of marvellous pedigree – wounded, bewildered, and in need of nurture.
      

      If wine can be made with such skill, care, and discrimination that it bears comparison with works of art, why have so few
         nations, or regions, or individuals in history taken it this far? I always ask myself this question when I visit the Côte
         d’Or. Out of all France’s (or the world’s) thousands of hillsides with soil to suit vines, why do we only know the full potential
         of every corner of this one?
      

      History provides the answer: human history – the needs and opportunities of the inhabitants, their contacts with others, their
         energies, and their tastes. In Burgundy, it started with Gallo-Romans capitalizing on the passing traffic; in Bordeaux, with the best sheltered
         port on the west coast for supplying northern Europe – and dry, gravel soil of the Graves. The French followed their national
         genius in elaborating consistent styles in astonishing variety, by choosing grapes to fit their many terroirs. The Rhinelanders, within the constraints of their marginal climate, did the same. And the Hungarians likewise. From the
         seventeenth to the nineteenth century, Hungary, for the quality and individuality of its wines, for their international fame
         and their prices, led the rest of Europe.
      

      In A History and Description of Modern Wines, published in 1833, Cyrus Redding wrote: “The French wines are the best and purest, and not these alone, but the German and
         Hungarian wines are, besides their purely vinous qualities, among the most delicate and perfect in character.”
      

      Why Hungary, rather than Italy, or Austria, or Romania, or Portugal, or Greece? History has not been kind to any of these
         countries (Austria, perhaps, excepted). To Hungary it has been especially cruel, submitting the Hungarians to centuries as
         vassals of the Turks and Austrians – and, latterly, Soviets.
      

      Part of the answer lies in the genes. The brawny founders of Hungary – they can be admired, formidable in bronze, in Heroes
         Square in Pest – were Magyars, a race famous for intelligence and resilience. From the founding of the Magyar kingdom in 1000
         AD wine-growing was given pride of place, privileged and regulated.
      

      In a country with few natural resources, the perfecting of wine, adding value to a basic commodity, was an intelligent measure.
         Free-draining soils, especially fertile ones of volcanic origin (there are many in Hungary), are famously propitious for wine-grapes.
         Hungary’s gallery of indigenous grapes is another of her great resources, adapted over centuries, offering flavours as different
         from Chardonnay and Cabernet as Budapest is different from Paris.
      

      Even more important, though, is Hungary’s latitude, on a par with that of northern France. It provides the slow ripening conditions,
         allied with high summer luminosity, that give fruit its maximum flavour and aroma.
      

      Hungary lies between the same parallels as Paris and Lyon. It is different from France in having a Continental climate; the
         summers can be relied on for the heat that in northern France arrives only four years out of ten. There is less cloud-cover and less autumn rain. Combining the qualities of a northern, almost marginal, climate with
         warm summers gives Hungary exceptional opportunities.
      

      In its glory days, Hungary’s taste was for sweet white wine, and its export customers concurred. It was wine of a kind that
         is almost extinct today, depending as it does on small crops and slow stabilizing in cold cellars. Tokaji is now almost the
         sole survivor, yet the great Riesling wines of the Rhine once had much the same qualities. Fashion has moved away from them
         towards wines that are lighter, drier, more abundant, and faster-moving. Certainly more profitable.
      

      The old, generous style was not wine to quench thirst, but to put hair on your chest. “Stiff” was a favourite word of approval
         – not only in the sense of a stiff drink, but meaning a liquid that was dense, almost oily with extract. “Fiery” was another;
         its concentrated flavours seemed almost to burn your mouth. It made an explosive mixture with paprika, leaving you in need
         of a drink. The flavour most sought-after was the flavour of honey – whether the wine was sweet or dry. And the general notion
         was the sweeter the better.
      

      These wines were great survivors. They lived for many years, taking on mellow flavours as they gradually oxidized. They were
         the antithesis of today’s crisp, dry white that depends on chilling to be palatable. Cellar temperature, even café temperature,
         suited their mouth-filling flavours. I remember a Hárslevel[image: Images] from Debr[image: Images], near Eger in Hungary’s northern hills, bought at
         Budapest airport in the 1980s, that had survived years of maltreatment to emerge golden, aromatic, viscous, exotic, and thrilling.
      

      Are there modern wines of this stature but in the idiom of today? There are many, and more appearing all the time. I’ll leave
         aside Tokaji – although this book does not: its extraordinary qualities and complexities make much the longest chapter. Having
         immersed myself in the past decade in the revival of this legendary wine, I am partial. There are plenty of others to invoke.
         The best wines from the north shore of Lake Balaton have the intense mineral drive, the palpable energy that only great vineyards
         project. The best reds and whites of Sopron, whites of Somló and reds of Pécs show the vitality of old, classic wine regions,
         and the reds of Villány and whites of Etyek include excellent examples of styles new to Hungary. Eger, the country’s most
         famous red-wine region in the past, is perhaps not sure at present exactly what is expected of it – although its best reds are fine, crisp, and highly appetizing, and its whites are attractive.
      

      In old Hungary white wine was generally preferred, generally better, and certainly in the majority. Seventy per cent of Hungary’s
         wine is still white. All Hungary’s native grape varieties (or at least grapes unique to Hungary) are white. But it is only
         history that says they should be. Ripening and soil conditions could not be better for intense-flavoured but not over-strong
         wines, white or red: the very kind of wine that makes Australians and New Zealanders move their vineyards further south, and
         South Americans move theirs higher into the mountains.
      

      These are the comparisons that matter today. The past is vital evidence of Hungary’s potential, both human and topographical,
         as a source of great wines. But Hungary has lost her old markets: first the demanding ones of old, aristocratic Russia and
         Poland, then the easy ones that came with Comecon (the Soviet bloc countries would buy anything). What counts now is how Hungarian
         vineyards and winemakers shape up to a global market that has little patience with tradition and ignores borders.
      

      This book is the first serious assessment of the new situation. It is an astonishing feat of research, appraisal, recording,
         and balanced judgement. Alex Liddell is Hungary’s candid friend. Without a passion for the country, he could never have launched
         himself on such a comprehensive and detailed survey. Everything is here, from the sometimes grisly politics to the pros and
         cons of malolactic fermentation in grape varieties rescued from oblivion. The sustained energy needed to compile such data
         in a tongue as strange as Magyar is a wonder in itself.
      

      But that Hungarian wine is worth it, Alex Liddell is not in the slightest doubt. And nor am I. Nor do I doubt that it will
         surmount its present difficulties to be admired again as a great original in a world of ever-growing conformity.
      

      

   
   
      Foreword

      This book tries to give the reader some understanding of the Hungarian wine industry at the start of the twenty-first century,
         still struggling to reestablish itself thirteen years after the end of Communist rule in 1990. Its main problems are threefold.
         Firstly, there are the direct consequences of policies adopted under Communism: a legacy arising from state control, repression
         of initiative, neglect, underfunding, and general economic mismanagement. Secondly, there are difficulties created within
         the last ten years by political and economic policies aimed at the structural change necessary to transform a command economy
         into one based on free enterprise, and to regulate a new and burgeoning industry. And lastly, there is what, at the moment,
         is the most serious and least tractable problem of all: a chronic lack of the capital necessary to deal effectively with these
         other problems.
      

      To be able to understand such issues, the reader needs to see them in context, against the circumstances which have produced
         them. So, while not attempting to be in any sense a history book, or wishing to dwell on a past that most Hungarians only
         want to forget, this volume must inevitably give some consideration of what occurred during the Communist period. Other historical
         information in the book has been confined to providing background information in the sections on each wine region.
      

      I first visited Tokaj in 1994, and have been back to Hungary many times since. The main research for this project, however,
         was carried out between April 2000 and May 2001. The result, therefore, may be regarded as a snapshot (warts and all) of the
         Hungarian wine industry as seen by an independent, foreign observer during this period of just over a year. The reader should
         also bear in mind that the subject of the snapshot is a continually developing one; by the time this book appears in print (with Hungary poised to join the European
         Union), some of its detail will inevitably have changed.
      

      Because the post-Communist Hungarian wine industry is so young, writing about it poses problems not usually encountered when
         dealing with a classical wine-producing area with a stable structure and settled traditions. The last thirteen years have,
         in effect, given birth to what is, in most respects, a completely new industry, with a new set of winemakers. Most of them
         are just beginning to show what they can achieve, but as yet, they lack a track record of sufficient depth to justify much
         generalization. As Aristotle’s wine merchant might have said, “One swallow doesn’t make a drink”; equally, a single bottle
         of excellent wine does not necessarily indicate a consistently able vintner. On the other hand, the reader naturally wishes
         to find guidance here as to the best producers, and some indication of the character and quality of their wine. I have, therefore,
         adopted a pragmatic policy of giving (sometimes tentative) generalizations where I think they can be justified, while avoiding
         too many detailed tasting notes of individual wines, because this will only frustrate the reader when he discovers that they
         are no longer obtainable.
      

      Part Three of this book, in which the twenty-two official Hungarian wine regions are considered in detail, also offers profiles
         of individual wine producers. For simple reasons of space, it has not been possible to deal with all of them in the same amount
         of detail. Those that have been selected appear for a variety of reasons: most for the excellence of their wines, or the evidence
         of potential they show; some for their undoubted importance within a region, and because an account of the region would therefore
         be incomplete without them; and some simply because they make an interesting story, or illustrate in an apt way some aspect
         of the current situation. I have also tried to give some prominence to younger winemakers in whose talent I have faith, sometimes
         at the expense of more famous producers whose talent I doubt. For completeness, the section on each wine region ends with
         a list of wine producers it has regrettably not been possible to discuss in detail, but who, except in a handful of cases,
         were kind enough to receive me in their cellars during my most recent visits to Hungary.
      

      Happily, there is plenty of evidence of individual high achievement and of generally improving quality among many winemakers.
         There are also exciting native grape varieties, almost unknown in the west, from which interesting new wines are being made. Although
         too frequently the best Hungarian wines are still available only on the domestic market, given the increasing interest shown
         by foreign importers, it can only be a matter of time before most readers will be able to test the truth of these assertions
         for themselves.
      

      Unhappily, there is a downside. Too many Hungarian wines are unworthy of the attention of serious wine-lovers – although,
         equally, the same can be said of almost all famous wine-producing countries. Many Hungarian winemakers need little prompting
         to tell you how aware they are of the poor quality image of Hungarian wine in western Europe. “You find it on the bottom shelves
         of supermarkets,” they say. As far as I am concerned, however, these wines are not the main problem; in general, they are
         of marketable quality or they would not be found there. A bigger problem for the present and future is the still larger quantity
         of wine that is not even up to this minimal standard, and the fact that many of its producers appear to be blissfully unaware
         of just how poor it is. Hungarians have a word for wine like this. They call it “crawling wine” – that is, wine so awful that,
         to avoid the risk of being seen by your neighbour and invited by him to sample it, you crawl on hands and knees under his
         window.
      

      In attempting to diagnose the current ills of the Hungarian wine industry, this book will sometimes have harsh things to say
         that not everyone will be pleased to read. I wish to emphasize, therefore, that criticism is offered only in the hope that
         the honestly expressed views of an independent observer may be of assistance to the Hungarian wine trade in making further
         progress. If I did not have a fundamentally positive view of Hungarian wine, I would not have wanted to write this book.
      

      Independence, intelligence, determination, and industriousness are important parts of the Hungarian character, and it is to
         these qualities that progress in overcoming many present difficulties is and will be due. Sometimes a streak of pessimism
         can get in the way – although it is said that Hungarians regard a pessimist simply as a well-informed optimist. Pessimists
         in the wine trade may take comfort in the reflection that other eastern European countries face problems similar to those
         of Hungary, but even more difficult to solve. When I mentioned to a German winemaker working in Romania that I had heard that its wine production is twenty years behind that of Hungary, his reply was,
         “Oh no: much more than that.”
      

      PREFATORY NOTE

      The reader may find it helpful, before starting to read this book, to look at Appendix I to become familiar with matters such
         as Hungarian usage regarding proper names, units of measurement, and other conventions adopted herein. Appendix IV provides
         a guide to Hungarian pronunciation. The reader is also invited to use the index as a cross-referencing system. Principal references
         are printed in bold type. In this way, footnotes have been kept to a minimum.
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     The Wine Regions of Hungary

      
     

  

      part I

      Recent History





     
      
      
      1

      
      Winemaking Under the Communists

      
      THE BACKGROUND

      
      Hungary became a nation on Christmas Day, 1000. Situated within the Carpathian Basin, close to a succession of militarily
         and politically powerful states, its geographical position has shaped its destiny, and for half of its thousand-year-long
         history it has been under the influence of its neighbours. Scholars debate whether vestiges of viniculture survived down the
         ages from the Roman occupation of the region – then known as Pannonia – at the beginning of the Christian era, when winemaking
         flourished. More probably, when the Magyars arrived from the Turkic Caucasus and settled in the region at the end of the ninth
         century, they brought with them a knowledge of winemaking. They certainly brought with them the word used in Hungarian for
         wine – bor – derived, it seems, from Turkish. Whatever its remoter origins, viniculture rapidly established itself in the new kingdom,
         nurtured at first by the church, then under a feudal system, and finally by German, Walloon, and Italian settlers. Concomitantly,
         trading in wine with neighbouring countries gathered momentum, and by the beginning of the sixteenth century, Hungary had
         as flourishing an export trade as any other Continental wine-producing country. Then, suddenly, everything changed.
      

      
      Defeated in 1526 by a Turkish army at the battle of Mohács, Hungary struggled until 1541 to stem the Ottoman advance, but
         in vain. For over 150 years, Turkey occupied central and southern Hungary, while only the eastern part – Transylvania – retained
         a degree of independence under a vassal. Although some viticulture continued during the occupation, there was a decline, and
         when Austria eventually evicted the Turks in 1699, it took control of the entire (but unwilling) country, inaugurating a period
         of Austrian rule (eventually developing into a dual monarchy) during which Hungary was subordinated both culturally and economically
         to Austrian interests. The emperor rewarded his allies’ generals with grants of land, much of which had been forfeited to
         the Turks by the Hungarian nobility, and during the eighteenth century, a manorial wine culture started to develop. Throughout
         the 1700s, there was an influx of Swabians, who settled mainly north of Lake Balaton and in the south, and later of Romanians,
         Slovaks, and Slavs, who repopulated the Great Plain. By the end of the eighteenth century, only thirty-five per cent of the
         population was of Magyar origin. Nevertheless, the settlers gave a huge boost to Hungarian viniculture, and by the 1780s,
         when Joseph II (1780–90) carried out a national land survey, the area of vineyards was found to be 571,838 hectares.1 Bearing in mind that Hungary was then three times larger than it is now, this is proportionately twice today’s figure.
      

      
      The end of the eighteenth century and the beginning of the nineteenth was a time of reforming landowners with a genuine concern
         for the advancement of agriculture. On their estates viticultural progress was made. Vines began to be planted in rows, and
         trained around stakes instead of being grown promiscuously as bushes. Pruning to the base bud was replaced by spur-pruned
         head-training. Such advances in viticulture, however, took place against a background of continuing serfdom, and it was not
         until 1848 that this was officially abolished. In some areas, such as the south, serfdom survived until 1882; in any case,
         enfranchised serfs were usually transformed into landless peasantry, paying rentals as onerous as their previous tithes.
      

      
      Winemaking suffered a severe setback with the arrival in the 1870s of phylloxera, the louse that attacks Vitis vinifera vine roots. Exports came to a virtual halt, and by 1891, the country had become a net importer of wine from Italy. By 1897,
         sixty per cent of the vines had been devastated,2 although some areas suffered more than others. Hungary entered the twentieth century still trying to cope with the consequences,
         and some regions never fully recovered. Neszmély, for example, had to wait until the 1960s before replanting started seriously.3 Then, just when new hope for the wine trade seemed to be in sight, the First World War dealt it another near-fatal blow.
      

      
      Allied to the losing side, Hungary paid a heavy price during and after the war: the death or destitution of hundreds of thousands
         of its citizens, the destruction of its economy, and occupation by foreign troops. In October 1918, the dual monarchy was
         replaced by a national republic, and under the Treaty of Trianon of July 4, 1920, to satisfy nationalist aspirations within
         its old borders, Hungary lost two-thirds of its land. With it went valuable wine-producing areas to Croatia, Romania, and
         Slovakia. In the same year, after a short Communist regime, Admiral Horthy became “regent” of a re-established kingdom. It
         was effectively a right-wing dictatorship, run by a so-called Government Party, which consolidated the interests of landowners
         and the Roman Catholic Church. A radicalized workforce and a destitute peasantry were kept in check by a repressive police
         force. As the depression of the 1930s deepened, conditions for the masses got worse. Resentment towards the former allied
         powers transformed itself into admiration for Hitler’s “successful” Germany, and Nazi and anti-Semitic sympathies began to
         develop at all levels of national life.
      

      
      During the 1920s, the wine trade again struggled to rebuild its fortunes. In the 1930s, annual exports hovered between 200,000
         and 300,000 hectolitres – as compared with over 2 million hectolitres (admittedly from a country three times bigger) early
         in the nineteenth century.4 The structure of the Hungarian wine trade as the Second World War loomed was not greatly different from that of other major
         European wine-producing countries. Apart from a multiplicity of tiny rural plots mainly supplying domestic needs, the cultivation
         of vines and the making of quality wine for commercial purposes remained in the hands of medium-sized estates belonging to
         the gentry, and smaller, family-owned farms and wine firms. The marketing and export of wine were controlled by independent
         merchants who, in Hungary, were predominently Jewish. Their trade was to a large extent based on Budafok (a riverside suburb
         of Budapest). At the end of the war, all this was to change.
      

      
      
      
      THE START OF THE COMMUNIST ERA

      
      In 1939, at the beginning of the war, Hungary adopted a posture of non-alignment, but in June 1941, Horthy openly allied Hungary
         to the Axis powers. Later, realizing that he had backed the likely losers, Horthy attempted to change sides, thereby exposing
         Hungary sequentially to the wrath and vengeance first of Germany, then of Russia. Hitler occupied Hungary in March 1944, expelled
         Horthy, and installed a Fascist puppet government. A reign of terror ensued. In fewer than six months, 400,000 Jews had been
         deported to extermination camps, while intellectuals, labour leaders, and politicians were imprisoned or sentenced to hard
         labour. In mid-October, Russian troops began an invasion from the east, and by Christmas, Budapest was under siege, suffering
         enormous damage. The Germans were finally driven out in April of the following year, a provisional government was declared,
         and a Soviet army of occupation took control of the country.
      

      
      Soviet interference began at once. In the free elections held at the end of 1945, the Independent Smallholders’ Party got
         fifty-seven per cent of the vote. The Communists and Social Democrats, with only seventeen per cent between them, nevertheless
         joined the government under Soviet direction. Two years later, in 1947, fresh elections were held under a new electoral law,
         but were manipulated by the Communists so that their candidate, the Stalinist Mátyás Rákosi, won. The Social Democrat and
         Communist parties were then merged to form the Hungarian Socialist Workers Party, and by 1948 overt Communist rule had been
         established.
      

      
      This was a period of social turmoil deeply affecting wine production. In 1946, by international agreement, a large proportion
         of the German population of Hungary was forcibly repatriated. The basis of selection was the 1941 census. Many whose forebears
         had emigrated to Hungary in the eighteenth century still thought of themselves as German, and had responded to the census
         by claiming German nationality. In those areas with large German immigrant populations engaged in winemaking, the short-term
         effect was cataclysmic.
      

      
      The new government immediately carried out a comprehensive nationalization programme covering all forms of commercial activity
         from manufacturing industry down to the smallest shops. Much of the mining, transportation, and telecommunications industries was already under state control. Then, in 1947, the (not-yet-Communist)
         government embarked on Hungary’s first Three Year Plan (1947–9), with the intention of overcoming the legacy of the war and
         setting the country on the path to economic prosperity.5

      
      Even before this, however, Imry Nagy, the Communist minister of agriculture (later to become prime minister), had sponsored
         far-reaching proposals to dismantle agricultural estates and redistribute land on a large scale. In 1945–6, land belonging
         to kulaks (peasants working for personal profit) and to the church was seized. This did not just mean the large estates of the nobility,
         because a kulak was defined as someone who owned fifteen hectares of arable land, or three hectares of vineyards. Estates larger than this
         were broken up and redistributed to the peasants who worked on them. In 1946, 2 million hectares were distributed among 642,000
         people – each getting an average of three hectares – thereby creating a new class of small farmers. Something close to a tithing
         system was also imposed. Peasants had to give a certain amount of their produce to the state; ex-kulaks had to give a larger quantity. In return, according to the amount you gave, you got vouchers that were exchangeable for necessities,
         such as clothes and shoes.
      

      
      As privatization in the 1990s has again demonstrated, agricultural estates designed to be run as a single entity are generally
         quite unsuited to being run as a number of separate units. Some peasants responded to the new situation by forming small,
         voluntary cooperatives. For example, twenty-five peasants who had worked on the local nobleman’s estate in Gyöngyöstarján
         formed such a cooperative entirely for practical reasons. This was a lesson the government was also quick to learn: that replacing
         kulaks with peasant farmers paid few dividends in terms of the efficiency required for the realization of its main economic aims.
         In 1948, therefore, the Communists abruptly changed direction and introduced a policy of enforced collectivization of the
         three-year-old private peasant holdings that was to continue for the next three years.
      

      
      
      
      COLLECTIVIZATION – COOPERATIVES AND STATE FARMS

      
      Two types of organization were involved: the szövetkezet (cooperative) and the állami gazdaság (state farm). Some small cooperatives, both productive and marketing, had existed before the war. New cooperatives were started
         in 1949. In general, cooperatives were made up of the land of peasants – that is, areas of less than three hectares. Every
         village had its cooperative, and this meant that there were between 3,000 and 3,500 cooperatives across the country. The size
         of a cooperative depended on the village on which it was centred but, typically, it would be between 400 hectares and 600
         hectares.
      

      
      Cooperatives were of two types. The most common form was the mez[image: Images]gazdasági termel[image: Images] szövetkezet, (agricultural producing cooperative) abbreviated as MGTSZ or TSZ, where the members put their own land into the cooperative.
         This land, as well as buildings and equipment, and any land subsequently acquired by the cooperative, was all owned communally.
         Very uncommon, and mainly to be found in the Kunság (Great Plain) region, was the szakszövetkezet, (shared cooperative). In this kind of cooperative, members continued to own their land privately and, except in Kiskunhalas,
         there was no upper limit to the amount they could own. Shared cooperatives made and sold wine from grapes produced by their
         members, and also coordinated the selling of wine from other sources. The reason for having this type of cooperative was administrative
         rather than ideological; in the Great Plain, farms were often small and scattered, and consequently too difficult to organize
         centrally.
      

      
      State farms were much larger units, and could comprise anything from 500 to 10,000 hectares. They began to appear around 1950,
         and had as their nuclei church lands and those parts of estates or institutions which, because of their specialized character,
         had been deemed unsuitable for redistribution – for example, nurseries, equine centres, etc. They also incorporated land that
         had been abandoned by peasants who had opposed collectivization: in fact, only twenty-five per cent of the peasantry had voluntarily
         joined cooperatives.6 State farms, like most cooperatives, engaged in forms of agricultural activity as diverse as arable farming, nursery-based horticulture, cattle breeding, horse breeding, forestry, fishing, and, of course, viticulture. Which
         activities were included depended on local conditions, so many state farms did not deal with viticulture at all; of those
         that did, some confined themselves to viticulture while others also produced wine.
      

      
      It is possible to exaggerate the comprehensiveness of the cooperative and state farm system. In the 1970s and 1980s, when
         the system was at its most flourishing, cooperatives occupied sixty per cent, and state farms sixteen per cent, of the total
         land area. The remaining land was either unexploited, or remained in the hands of specialized institutions or in private hands.
      

      
      The way the system worked was that the Central Committee of the Communist Party determined goals and targets that were embodied
         in economic plans and decrees. Where cooperatives were concerned, these plans and associated budgets were diffused downwards
         through a chain of command: first to the Ministry of Agriculture, then to the National Association of Cooperatives – a private,
         rather than state, institution – which, in turn, passed them down to regional cooperative associations, which finally communicated
         them to individual cooperatives. A system of reporting back, application for special permissions, etc, operated in the opposite
         direction through the same chain.
      

      
      State farms, on the other hand, were controlled both financially and technically by the National Centre of State Farms. The
         farms were included in the national five-year agricultural plans, which set them specific goals and how they were to be achieved.
         State farms, therefore, worked strictly within the parameters set by each plan – although Hungarian five-year plans were not
         as minutely detailed as those in the USSR. Their officials were nominated by the state.
      

      
      By contrast, the law said that cooperatives belonged to their members, and that their officials were to be elected by them.
         How they achieved the targets set out in government economic manifestos was, to a large degree, left to local management decisions.
         Cooperatives, for example, arranged their own credits with state banks. In practice, however, there was often little difference
         between the functioning of cooperatives and state farms. Presidents of cooperatives, like those of state farms, were nominated
         in Budapest from party cadres. In the case of one cooperative in Kecskemét, the result of the “free” vote of its members was
         known one month before it took place. The independence of managers was often compromised by political interference. At first, the cooperatives were
         run by people without any specific knowledge of wine (and, sometimes, even of management). Specialists were excluded because
         they had served the previous regime.
      

      
      This new system provided the model for wine production for the next four decades, and in 1949, the national wine law, which
         had existed since 1893, was revoked because its structures had become redundant. The most significant difference between cooperatives
         and state farms was, in the end, with regard to their budgets. Up until 1982, the cooperatives got less subsidy from central
         government than the state farms, which tended, therefore, to be net beneficiaries of investment. This gave them an edge, with
         better and more modern technology, as well as (latterly, at least) better-qualified direction.
      

      
      From the late 1940s, marketing was handled by a state-owned cellar system. The cellars in Budafok had all been nationalized,
         and here the Magyar Állami Pincegazdaság, (Hungarian State Cellar Organization) was set up. Across the country, similar commercial cellars, for which the term borkombinát (wine combine) was often used, were created. These included Hungarovin (also based on Budafok); Egervin in Eger; Pannonvin
         in Pécs; Kecskemétvin, originally the Közép-Magyarországi Pincegazdaság, (Mid-Hungarian Cellar), in Kecskemét; the Badacsonyvidéki Pincegazdaság (Badacsony Region Farm Cellar) in Balatonfüred; and the Dél-Alföldi Pincegazdaság (Southern Great Plain Cellar), in Szeged. Broadly, the cooperatives and state farms sold to them, and they distributed wine
         throughout Hungary. Wine for export was dealt with by another state monopoly called Monimpex. It, too, was located in Budafok,
         and it was also complemented by regional cellars.
      

      
      Just as collectivization was being completed, the party introduced its first Five Year Plan (1950–4), the aim of which went
         beyond restabilization of the economy. Hungary was faced with crippling post-war burdens, such as war reparations and the
         cost of garrisoning Soviet forces. The goal, therefore, was to change the country into a modern industrialized power whose
         economy was no longer based almost entirely on agriculture. This involved cutting back on living standards and targeting investment
         on industrial development (including armaments production); such investment went up by 462 per cent within the period,7 while investment in agriculture stood still or actually diminished.
      

      
      On the one hand, the wholesale changes to the agricultural system brought with them a degree of social discontent; on the
         other, the inefficient way in which the system was run had disastrous economic consequences, which the policy favouring industrialization
         only made worse. In 1953, Imre Nagy (now the prime minister) tried to defuse the political rumblings and improve matters economically
         by introducing yet another policy change (called the New Course) that actually sanctioned partial decollectivization of the
         agricultural sector. Some commentators believe that this timely step reduced political tension among farmers so successfully
         that they remained on the sidelines during the 1956 revolution.
      

      
      Wine exports had begun again in 1949, the year in which Stalin established the Comecon system within the Soviet bloc as the
         economic counterpart of the Warsaw Pact. Under this system, member countries were to trade with each other to their mutual
         benefit. Despite the shortcomings of the cooperative system, by 1956, the pre-war wine export average was being comfortably
         exceeded.8 Opinions differ about the quality of the wine being made at this time, except that it was of a generally higher standard
         than was later to be the case.
      

      
      Nagy proved to be too liberal for the party and was ousted from office in 1955, to be replaced by the repressive Ern[image: Images] Gerö.
         Popular demonstrations in 1956 against the new government and the USSR prompted the withdrawal of Soviet troops. Nagy, back
         in power on a wave of popular nationalist sentiment, appointed a non-Communist cabinet and tried to withdraw from the Warsaw
         Pact. Subsequent events happened quickly and, with the return of Soviet troops, the Hungarian Revolution, which had started
         on October 23, was over by November 4. Nagy was replaced by János Kádár and later executed, and a new Communist regime was
         imposed. One hundred and ninety thousand Hungarians took the opportunity to flee the country, many of them to return to their
         homeland only after the collapse of Communism in 1990.
      

      
      
      
      VINEYARD DEVELOPMENT

      
      Immediately after 1956, Kádár took a firm line on re-collectivization, using a pragmatic mixture of intimidation and financial
         incentives to bring those peasants who had taken advantage of the 1953 liberalization back into the fold. By 1961, seventy-five
         per cent of all arable land was within the cooperative system. A second Three Year Plan (1958–60), followed by a second Five
         Year Plan (1961–5), aimed at raising industrial output still further, and more resources were directed towards this goal.
         Paradoxically, because it was a corollary of this policy that agriculture also had to contribute towards increased industrialization,
         viticulture reaped some benefits. For example, greater mechanization improved agricultural efficiency, and this released agricultural
         workers to swell the ranks of those engaged in industry. Between 1960 and 1965, the agricultural population dropped by ten
         per cent and, between 1965 and 1976, by a further twenty-seven per cent.9 Initial results were considered satisfactory because industrial output almost doubled, but the results for the wine sector
         were mixed.
      

      
      In 1962, the USSR enforced restrictive agreements on members of Comecon, limiting the production of its satellite members
         and forcing them into economic dependence on the USSR. Instead of each country having to stretch its manufacturing resources
         to produce the same range of goods, a system of specialization developed. Wine became a significant export under what was
         essentially a barter system, whereby it was exported in return for commodities in which Hungary was not self-sufficient or
         which it completely lacked – latterly, oil and gas. This led to the extension of cooperative vineyards between 1962 and 1965
         – generally on land acquired after the original nationalization – and to further development of state farm vineyards.
      

      
      At this time, some areas (in Mátraalja, for example) had as much as eighty per cent of their vineyards planted with grape
         varieties such as Noah and Othello. These were reluctantly jettisoned, as were traditional Hungarian varieties, in favour
         of easily cultivated, large-yielding varieties. Increasingly, the emphasis was put on quantity rather than quality. On the positive side, exports to the west began to gain in momentum, and this saw the introduction of so-called “western”
         varieties such as Chardonnay to enable Hungarian wines to compete on these markets.
      

      
      In 1966, under a scheme known as the Nádudvar Plan, a development of considerable future significance to the wine trade took
         place. Every member of a cooperative was given the opportunity of renting and working a 0.3 hectare household plot (known
         as a háztáji), and of using (for a nominal payment) cooperative equipment to cultivate it. This led to the establishment of small vineyards:
         hobby plots, as they were called. Some chose to sell grapes, and some to make wine, but at first there was effectively only
         one potential purchaser, and that was the cooperative itself – although, even from the beginning, one could shop around for
         the cooperative that paid the best price, or with less delay, or with interest added to delayed payments. These plots constituted
         a sort of hidden continuation of old winemaking traditions, and countless wine producers now in business learned or honed
         their winemaking skills on such hobby plots.
      

      
      By 1965, however, before this had happened, it was clear that expansion of the industrial sector had run out of steam, but
         whether from mismanagement or because of flaws endemic to the system was unclear. A full-scale examination of the command
         economy, raising questions about over-centralization and poor planning, was started by Kádár in 1965, and the result of this
         debate, the New Economic Mechanism (NEM), came into effect in 1968. It proved to be a damp squib, because it did not address
         the intrinsic flaws of the system; instead, if anything, it reinforced control from the centre and politicized agricultural
         management still further. Managerial decisions were motivated more by the need to satisfy political orthodoxy, or protect
         oneself within the system, than by economic efficiency.
      

      
      For some time, agricultural pay had lagged behind that of blue-collar workers, forcing many of those living in the country
         to supplement their incomes not only from household plots, but also by doing industrial jobs. The Hungarian saying “One needs
         more than one leg to stand on” puts the point very neatly – and the economic reality behind it is as true today as it was
         thirty years ago. By 1970, every fifth industrial worker and every third construction worker was a peasant commuter trying
         to earn more money.10 The NEM spurred the government to devise various schemes to motivate agricultural workers, as well as to supplement their
         earnings. Cooperatives were permitted to make additional profits by undertaking off-season work (often not clearly related
         to agriculture), and many paid wages to their members as well as dividends. More significantly, in 1971 the maximum size of
         household plots for crop-fields (although not at this stage for vineyards or orchards) was raised to 0.6 hectares, and the
         restriction on selling produce only to cooperatives was removed. It became possible to sell wine direct to bars and restaurants,
         although surprisingly few appear to have taken advantage of this particular relaxation. Nevertheless, initiatives like these
         became a creeping form of rudimentary market capitalism, and the foundation of much later private enterprise. Quite quickly,
         agricultural incomes, thus supplemented, overtook average industrial earnings.
      

      
      The NEM also brought about more centralization of cooperatives. Between 1970 and 1972, small village cooperatives were merged
         (often six at a time) to form larger and, it was hoped, more efficient units. At the same time, the hitherto clear-cut production-marketing
         division of function between cooperatives and state farms on the one hand, and state cellars on the other, became blurred.
         The latter began to get involved in production, while the former began to sell their own wine themselves.
      

      
      As production began to increase, benefiting from planting carried out during the 1960s, the consolidated cooperatives undertook
         further vineyard development. Increased mechanization was exploited to the limit to reach production targets by working day
         and night shifts. Unfortunately, however, the specialized production system within the Comecon countries impinged adversely
         on the way that vineyard development was carried out. A decision was made in 1972 to stop production of tractors in Hungary
         in favour of buses, which were imported by other Comecon countries. In the same way, Czechoslovakia specialized in making
         lorries, and tractors became a Russian monopoly (although, curiously enough, imports of American John Deere and Italian Fiat
         tractors were permitted). Whereas planting carried out in the early 1960s had had a distance of 2.4 metres (almost eight feet)
         between the rows because they were worked by narrow Hungarian tractors, those made after 1972 had to have rows at least 3.5 metres (eleven feet) apart, and perhaps as much as 4.5 metres (fourteen-and-a-half feet) apart, because
         Russian tractors were so wide. Intermediate rows were removed from existing vineyards to increase the distance to 4.8 metres
         (fifteen-and-a-half feet).
      

      
      At a time when the policy was to increase wine production, this all seems rather silly, but (like the export of wine, as discussed
         below) such matters have to be seen within the context of the large-scale management of the Comecon economies. The consequences
         of this particular policy are, sadly, still with us. All currently existing state-planted vineyards have widely spaced rows
         – 3.5 metres or more apart – with consequent densities within the range of about 2,500 to 3,300 vines per hectare. Indeed,
         most new plantations in the 1990s are probably the same, because the majority of growers either still use, or only have access
         to, wide tractors.
      

      
      The mechanization of the vineyards had another effect, greatly increased by the use of wide tractors: the abandonment of vineyards,
         not just those on high, rocky, terraced ground – traditionally considered to be prime-quality vineyard sites – but also those
         on comparatively gentle slopes. These abandoned vineyards, most of which have still to be reclaimed, are often easy to identify
         from the large number of acacia trees they contain – although why acacias have such an affinity to old vineyards is hard to
         say. Many of the new vineyard developments, on the other hand, were on easily mechanized flat ground with inferior soil, poor
         exposure to the sun, and, very often, other drawbacks such as a greater risk of frost.
      

      
      
      LIBERALIZATION

      
      When the first phase of the NEM finished in November 1972, the party came under pressure from other Comecon countries to rescind
         the small economic liberties introduced four years earlier. They were considered ideologically unacceptable and seen as eroding
         party control. Profit-making was frowned upon, and successful agricultural cooperatives were stigmatized as profiteers. Nevertheless,
         economic problems, exacerbated by increased energy costs and falling foreign trade (including the deterioration of economic
         relations with the USSR and its withdrawal of extended loans), made fundamental economic policies such as fixed annual wage increases unsustainable. By 1978, economic reform had become more pressing than ideological orthodoxy, and government
         measures progressively became a form of hand-to-mouth pragmatism designed to keep the show on the road.
      

      
      Economic necessity suddenly required that all forms of productivity should be harnessed, and the Politburo reluctantly decided
         not only to legitimize but also to expand private agricultural and artisan activity. The gravity of the economic situation
         required immediate action, but so moribund was the bureaucratic system that it took forty-six months to push through what
         had been intended as a crash programme.11 It was approved and implemented only in 1982, by which time Hungary’s foreign debt (at $14.7 billion) was the highest per
         capita in eastern Europe, and inflation was approaching thirty per cent a year.
      

      
      This new freedom had remarkable effects. In 1978, the permitted size of vineyard hobby plots was raised to 0.6 ha, and relatives
         of members of cooperatives, many of them town-dwellers, were also allowed to own household plots. After 1982, cooperatives
         were expected to pay more and more, in the form of social security and other levies, towards the state budget and, from year
         to year, pressure increased on the agricultural sector to support the rest of the economic system. To reduce these financial
         burdens, cooperatives, under various local initiatives quite separate from hobby plots, began to rent more and more of their
         land to members to work privately. This gradually led to quite large organizational changes in cooperative production. By
         1990, when it became officially possible to rent another 1.5 hectares of land, some cooperative members were working as many
         as five hectares each. At the Mátrai Egyesült MGTSZ (Mátra Amalgamated Cooperative), in Gyöngyöstarján, for example, only eight out of its total 1,000 hectares of vineyards
         remained as conventional cooperative vineyards. In the context of wine production, when privatization came in the 1990s, it
         was almost as much a regularization of what was already developing into a system of private production as it was an extension
         of it.
      

      
      
      
      THE END OF AN ERA

      
      During the 1970s, Törley (part of Hungarovin in Budafok) exported 5 million bottles of sparkling wine each year to the USSR
         under the Comecon system. Each bottle cost thirty-five Hungarian forints to produce but was sold at HUF25, and because this was known to the managerial workforce, there was no incentive to cut costs
         or to try to aim at real profits. On the other hand, in 1971, the average price obtained for Ausbruch (sweet) wine exported to West Germany was 272 Deutschmarks (DM) per hectolitre (when the exchange rate was HUF17 to DM1)
         – a slightly higher price than it fetches today.
      

      
      Small wonder, therefore, that the regime began to develop more western-oriented, trade-driven policies. Nevertheless, throughout
         the next ten years, despite efforts to change direction and an increase in export activity, the Hungarian economy remained
         decisively dependent on Eastern bloc markets. In 1985, when Mikhail Gorbachev took power in the USSR and initiated the policies
         of glasnost and perestroika, exports were at their peak. Out of an export total of 3.27 million hectolitres of wine, 2.4 million went to the USSR. That
         this amount diminished almost to vanishing point within the next six years was due to a series of adverse circumstances.
      

      
      First came Gorbachev’s all-too-successful anti-alcohol campaign in the USSR. Another blow came in 1989, when the barter export
         system with the USSR was changed to a hard-currency system. Had this been phased in gradually, it might have worked better,
         but change came abruptly, and the Soviet importing companies did not have enough money to maintain their imports at their
         previous levels. The wine sector, it turned out, was particularly vulnerable to these upsets. Because the export market had
         been so buoyant, nobody appears to have noticed what had been happening on the domestic market. At the beginning of the 1960s,
         wine consumption was around forty litres per capita, but by the late 1980s, it had decreased to twenty-four litres per capita.
         During the same period, however, beer increased from fourteen litres to over one hundred litres per capita.
      

      
      When the political and economic crash occurred in 1991, Comecon markets disappeared overnight, and bankruptcy loomed. Political
         change, however, had already taken place. Kádár had been ousted in May 1988, and thereafter reformists steadily gained ground.
         In October of the following year, the Communist Party reconstituted itself and, in anticipation of free elections, opposition parties became
         legal. Almost immediately afterwards, in November 1989, the Berlin Wall fell, and in 1990, the recently declared Republic
         of Hungary elected to power a centre-right coalition dominated by the Hungarian Democratic Forum (MDF) under József Antall
         as prime minister, in conjunction with the Independent Smallholders’ Party (FKgP) and the Christian Democratic People’s Party
         (KDNP). It became the immediate task of this government to deal with the economic mismanagement of the previous forty-five
         years.
      

      
      
      WINE QUALITY

      
      What was wine really like during the Communist period? Was the quality as low as is frequently asserted? These are questions
         I have often asked winemakers who worked within the system, and this is a summary of their responses.
      

      
      At the lowest level was wine that was shipped to the USSR. What the Soviet market required was fortified, sweetened wine,
         and the product manufactured for it was, according to one description, “a sort of artificial wine”. This type of wine was
         mainly produced on a quota system by state farms (and only by them); with seventeen per cent alcohol and 120 grams of sugar
         per litre, it was called er[image: Images]sitett csemege bor, (fortified dessert wine). It was exported in non-returnable wooden barrels, and at the peak of the export trade made up
         twenty per cent of the entire export market. It was not wine to be proud of, but it supplied a market demand. When people
         talk about how bad the wine was that went to the east, this is generally the product they have in mind. It was quite different
         from wines supplied to other markets, including the domestic one.
      

      
      The quality of these wines was not as bad as it is often said to have been. It was neither the best not the worst produced,
         but an average – literally so, because until the mid-1980s, most winemakers were instructed to blend their best musts with
         the rest so as to raise the general quality. Dénes Gádor of Balatonboglár explains:
      

      
      
         “During the command economy, the emphasis was on quantity, with exports mainly to the USSR and East Germany. However, this
               emphasis on quantity did not necessarily mean that the quality was deplorable; winemakers tried to produce clean flavours and healthy
               wines. The varieties that were most common here in Balatonboglár were Sémillon (which went to the USSR), Muscat (to East Germany),
               and Olaszrizling. However, temperature-controlled fermentation came into use only in the mid-1980s (before privatization),
               and then only in a few favoured wineries. Although wines were sold under varietal names, they were frequently made from mixed
               varieties. In spite of everything, however, winemakers did make grape selection experiments, and in general tried to make
               decent wines.”

      

      
      Despite what must have been a dull uniformity in the vast majority of wines, it is clear from museum stocks of old wines that
         a few of high quality were undoubtedly made during the Communist period. They were not, as one might think, produced mainly
         for the Politburo and top party members, although for some cooperative managers judicious gifts of good wine were undoubtedly
         a passport to political patronage. The making of these wines was largely dependent on the policies of local cooperative managers,
         some of whom would reserve musts from the best vineyards expressly for this purpose. These wines served a number of aims,
         but were usually made for prestige purposes rather than profit. Some were sold in the best hotels and restaurants in Budapest
         to help create a quality image for Hungarian wine. Others were used to enter international wine competitions, or served at
         important international receptions, or given as presents to colleagues in the wine sector to show the level of quality their
         producer was able to achieve.
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      The Market Economy

      
      
PRIVATIZATION AND COMPENSATION1


      
      One of the first tasks facing the post-Communist authorities was the replacement of the old command economy with one based
         on a free market. The slow erosion of the command economy through the 1970s and 1980s had obviously helped to lay an informal
         basis for these changes, but the problems of selling off state-owned companies and assets were nevertheless immense. These
         were not just problems of devising a machinery for the transfer of assets, but of devising one that would be fair to all citizens.
         Whatever one may say about the appropriateness of the solution to the former problem, it is impossible not to think that the
         scheme failed dismally on the second count.
      

      
      As far as agriculture and winemaking were concerned, the system of transfer was as follows. The assets of state farms were
         to be sold off, either as a whole (as going concerns) or in part (with, for example, the sale of vineyards), much of this
         taking place through public auctions. Under the Cooperative Law of 1992, the land assets of cooperatives were to be returned
         to their original members or their descendants – called “insider members” – in proportion to their original land contribution
         to the cooperative when it was formed, while other chattels (such as buildings, machinery, and vehicles) were to be inventoried
         and valued, with each insider member able to withdraw his share of these in cash or kind should he so wish. So-called “outsider
         members” – ex-employees of cooperatives who had worked for at least five years but who had never contributed land to the cooperative – were included in this inventory and were given a written valuation of
         their shares, but they were initially frozen (and will have lost their value if, since then, the cooperative has gone bankrupt).
         Workers on state farms, who (unlike the original members of cooperatives) had not contributed assets towards their establishment,
         were allocated benefits according to criteria such as the length of time they had worked at a state farm.
      

      
      Added to this was a scheme to recompense citizens (or their descendants) for real estate that had been nationalized by the
         state. Land had originally been registered in accordance with property values in 1948, in terms of gold crowns, each nominally
         worth HUF1,000. Thus, one hectare of good-quality land was valued at around twenty-seven gold crowns, whereas one hectare
         of poor land had a value of about fifteen. The Compensation Act of 1990, which became effective in 1991, embodied the machinery
         for implementing this scheme. Vouchers designated in gold crowns were issued in proportion to the 1948 value of the assets,
         such vouchers being exchangeable (for example, on the stock exchange, or at auction) either for assets of a similar kind,
         or of quite a different kind. Thus, a wine producer might use vouchers in recompense for his father’s furniture business to
         purchase vineyards. On the other hand, because the vouchers were freely negotiable, if a recipient had no interest in acquiring
         tangible assets (because he was already a pensioner, for example), he might decide to spend half of them on household furniture,
         or sell them to the highest bidder.
      

      
      Initially, vouchers to the value of HUF54 billion were distributed to more than 800,000 people. Later, a second distribution
         was made equal in value to HUF8.5 billion.2 Unfortunately, while land values rose steeply, traded compensation vouchers decreased in value, and had depreciated by sixty-five
         per cent by 1996.
      

      
      In some cases, where there was not enough land available to satisfy demand, it was sold at above its official valuation, or
         it was subdivided into smaller lots so that everyone managed to get something. Where there was insufficient competition, it
         was sold off on a Dutch-auction basis, the valuation being reduced until a buyer was tempted to bid. Auction rings, collusion between the auctioneer and favoured bidders, and various forms of horse-trading were frequent.
      

      
      Quite apart from the obvious inequalities of distributing actual assets (such as cooperative vineyards) or potential ones
         (in the form of compensation vouchers) on the basis of property distribution in 1948 – thereby leaving out of account sections
         of the population that had no claims to lodge – these privatization and compensation schemes were complicated by what had
         taken place before they were introduced.
      

      
      In 1988, when the last Communist government withdrew from direct management of the economy, what occurred was tantamount to
         a breakdown of law and order. Unofficial, highly corrupt privatizations occurred as officials, nicknamed “red barons”, took
         the opportunity provided by economic breakdown to implement various schemes of self-privatization such as management buyouts.
         Here is how one government official described to me what happened:
      

      
      
         “In effect, the managers of state enterprises were able to ensure that they were the beneficiaries of privatization. In some
               cases, they cynically made their enterprises bankrupt, so as to drive down the price of acquisition. In others, they were
               able to use party connections to obtain preferential treatment for their purchase bids, while they often had well-established
               links to banks, which gave them unsecured credit at uncommercially low rates of interest. They bought up compensation vouchers
               at low rates to gain leverage for their bids to gain control of state organizations.”

      

      
      The government supinely acquiesced in what was happening:

      
      
         “A [government representative] insisted that, irrespective of evidence of widespread abuses associated with many cases of
               self-privatization of state enterprises, the process had to continue … In doing so, the outgoing regime, in effect, gave the
               green light to the systematic embezzlement of state assets … [and in] deliberately turning a blind eye to the quiet takeover
               of substantial portions of the country’s productive resources by the incumbent captains of industry, banking, and commerce,
               much of the real power in Hungary remained in the hands of the Kádár regime’s economic nomemklatura elite well beyond the
               1990 elections.” 3

      

      
      
      It all boiled down, in the end, to who you knew – and that mostly meant who in the Party you knew. The Hungarians have a wonderful
         way of putting it: “To succeed in business and in life, you have to stand close to the fire.” Some people emerged from this
         property feeding frenzy as multimillionaires; others, who did not have the right party connections and were not standing close
         enough to the fire, emerged with nothing.
      

      
      
      THE CONSEQUENCES OF PRIVATIZATION AND COMPENSATION

      
      Almost everyone has reservations about the consequences of privatization. One minister of state told me:

      
      
         “I envisaged the growth of small producers dedicated to quality, and I am dismayed that most of the investment (both foreign
               and national) has been directed at churning out wine of minimal quality for mass markets.”

      

      
      Foreign investment was, of course, inevitable, because at the outset of privatization, only a few Hungarians had the capital
         necessary to start new commercial enterprises. The government encouraged foreign investment in two forms: the setting up of
         wholly foreign-owned companies, and the formation of joint ventures, partly funded from abroad and partly by Hungarian entrepreneurs.
         What developed was a raid on Hungarian land, available in 1990 for about a tenth of its value in Germany. Alarmed at the way
         in which agricultural land was falling into foreign hands – and this included prime vineyard land – in 1993, the government,
         through the Act on Land, placed an embargo with effect from 1994 on land ownership, apart from housing land, by foreign nationals
         personally, and by all companies, whether Hungarian or foreign.
      

      
      As a consequence, only wine firms that had acquired land before the embargo can grow grapes in their own vineyards. Other
         firms may claim in their publicity material that they farm their own vineyards, but normally they are the personal property
         of the firm’s directors, or they are former state farm vineyards leased from the state. In a few cases, foreign companies
         appear to have been able to pose as joint ventures, using their Hungarian directors as front-men holding the company’s vineyards
         only nominally.
      

      
      
      The various methods of implementing privatization took time and often conflicted with each other, resulting in quite long-term
         uncertainty about the true ownership of land and property. It took until 1995–6 for these problems to be sorted out, and in
         the meantime, this resulted in considerable vineyard neglect. People were unwilling to work, let alone invest in, land which
         they might later find belonged to someone else. The situation was exacerbated by the collapse of the export trade, and because
         not only the actual but the future profitability of grape-growing was in doubt, there was widespread abandonment of vineyards.
      

      
      Unfortunately, between 1990 and 1997 the maintenance of proper statistics of land use was in abeyance, so there is no official
         record of the decline in vineyard areas over this period. Even between 1997 and 2001, returns of land usage often failed to
         distinguish properly between actual and previous vineyard utilization. Consequently, not only are there no statistics for
         the first seven years of the 1990s, but subsequent figures are not completely reliable, either. Only the National Vineyard
         Register currently being compiled will finally give us accurate information. To determine the decline in vineyard area during
         the first part of the decade, therefore, one is dependent on informed guesswork, and the figures most generally mentioned
         are in the range of twenty-five to forty per cent, with the Great Plain even worse affected.
      

      
      Apart from issues arising from land ownership, there have been many other undesirable consequences of cooperative privatization.
         One of the most obvious of these has been the fragmentation of vineyards designed and planted to be run as an integrated whole.
         In such cases cooperative members received, say, eight rows of vines on a twenty-hectare plantation as their share of land.
         Where a cooperative remained a strong one, it tried to reach agreement with its actual or ex-members to tie their vineyards
         into its production, and to ensure that spraying and other treatments could be carried out professionally and economically
         by the cooperative on behalf of all the owners. But this has not always been possible, and many vineyards suffer from inefficient,
         ad hoc spraying and maintenance, and even from partial abandonment. Some owners wish to be independent of their old cooperative.
         Some people who (perhaps through inheritance) have been allocated a part of a vineyard have not known what to do with it,
         or have simply abandoned it. Some growers, disillusioned by the poor prices paid for grapes, have walked away from their rows. And, of course, when part of a vineyard is not properly
         looked after, the rest can only suffer.
      

      
      History repeats itself. Just as collectivization solved the impracticality of running uneconomic units resulting from the
         breakup of estates in the late 1940s, the task now is to find a way of stitching broken-up vineyards back together again.
         Slowly, a certain amount of consolidation is beginning to take place. One helpful related development has been the encouragement
         by the government of so-called “integration contracts”. These are contracts – in principle long-term, but often renewable
         year by year by the grower – whereby a company offers certain price guarantees to the grower, as well as advice on cultivation
         and/or the actual carrying out of mechanical and spray treatments, in return for commitments regarding crop volumes, harvesting
         dates, sugar levels, and so on. It is heartening to report that such contracts work well and appear to be on the increase.
      

      
      Wine producers who wish to expand their firms, and therefore their vineyards, have to buy small plots on the best vineyard
         sites as and when they can. It is not at all unusual, therefore, to find that a small producer, who has been in business for
         about ten years, has built up a holding of some four or five hectares, split into a score of plots scattered over an area
         spanning a distance of as much as twelve kilometres (seven miles) from end to end. Working such a holding economically and
         efficiently is well-nigh impossible. Moreover, further consolidation becomes a problem because sellers of strategically placed
         plots place unrealistically high prices on them.
      

      
      The situation for the cooperative shorn of its land is just as bad. Most wine-producing cooperatives have become just that.
         Those members who have chosen to remain members may sell their grapes to the cooperative, but if they can get better prices
         elsewhere, they may not. The cooperative is then obliged to buy in grapes from other sources to reach viable quantities for
         the efficient use of its vinification facilities. It may be unable to raise enough money to make such purchases; even if it
         does, this may lead to cash-flow problems, especially if it has trouble selling its wine. Either way, it is unlikely to make
         enough profit to embark on the systematic replacement of its outdated facilities. It then finds itself in a vicious circle:
         no modern equipment equals poor-quality wine; poor-quality wine equals no buoyant sales; no buoyant sales equals no profits; no profits equals no investment in better technology;
         no investment in better technology equals inability to increase quality; inability to increase quality equals poor-quality
         wine; poor-quality wine equals no buoyant sales, and so on. Some cooperatives, as the reader will find out in Part Three of
         this book, struggle on manfully, and divert wafer-thin profits to whatever modernization they can fund; others have members
         who take all the profits in dividends, eschew modernization, and seem headed for disaster. More than three-quarters of the
         cooperatives operating in the 1980s have already disappeared, and only a handful of those that remain are in anything other
         than an extremely fragile state.
      

      
      
      THE ECONOMICS OF MAKING AND SELLING WINE

      
      The economics of making and selling wine are interdependent, but hardly ever as clearly so as in Hungary, where wine production
         is the art of the economically possible.
      

      
      It is a matter for amazement how, in the past ten years, many private producers, starting virtually from scratch, have managed
         to get themselves a reasonable amount of vineyard land and some halfway respectable vinification equipment. For most of them,
         it has been a hard struggle, and has involved real sacrifices by their families. It has to be said, however, that those who
         started in the early 1990s were in a much better position than any aspiring winemaker starting today.
      

      
      Land prices have increased tenfold in as many years, and in the early 1990s there were state incentives on offer, including
         cheap loans, that are no longer available. Many benefited from compensation vouchers as their families rallied round to get
         them set up, and those who invested in land in the early 1990s – a once-only golden opportunity – have done well. For the
         young winemaker starting a career today, however, the situation has changed. Whereas, previously, the state would provide
         a fifty-percent subsidy towards the planting of new vineyards, this has recently been effectively curtailed to between thirty
         and forty per cent. In any case, to benefit from any such subsidy, you have to be able to raise the balance of the total cost.
         Depending on what part of the country you are in, and on what sort of terrain you are planting, it is estimated that the average cost of planting one hectare of vines is around HUF4 million (£9,600) – ranging from HUF2.5 million (£6,000) on the
         Great Plain to HUF6 million (£14,400) in Eger or Tokaj. That is a vast amount to all but the richest Hungarians, and only
         large firms or wealthy producers can afford to take advantage of such state subsidies. Interest on bank loans currently runs
         at between nineteen and twenty-seven per cent per year.
      

      
      Another factor that has changed in the last ten years is the cost of vineyard and vinification equipment, fuel, and labour
         in relation to the selling price of wine. Producers make various comparisons to drive the point home: in 1988 you had to sell
         200 hectolitres of wine to buy a tractor, but now you have to sell 800; in 1988, the cost of a litre of petrol was the same
         as that of making a litre of wine, but now it costs as much as making three; at the end of the 1950s, one litre of wine would
         buy four kilograms of bread, but now it will buy only one. Whatever the accuracy of such comparisons, it is clear that there
         is an increasing mismatch; as production costs steadily rise, the profitability of making wine steadily drops. This is, for
         the Union of Hungarian Wine Producers, the most important single issue facing the wine trade today.
      

      
      Of course, a few privileged producers can command high prices for their wine not only on the export market but on the domestic
         market, too. There is a small group of relatively affluent people in Budapest and other large cities who provide them with
         a niche market. Between this group and the rest of the population there is something of an economic gap; there is not yet
         an extensive middle-class income group. For other producers – growers, cooperatives, and small artisan producers – the profits
         available are, therefore, wafer-thin. For them, the limiting factor in producing wine is what their customers can afford to
         pay. We may take as our starting point, therefore, some typical wages. In 2001, the legal minimum wage was HUF40,000 (£96)
         a month; in 2000, it was HUF30,000 (£72). This would have been earned, for example, by a trainee nurse. In 2000, a manual
         labourer or a vineyard worker in Mátraalja, for example, earned HUF270 (£0.65) an hour, or about HUF50,000 (£120) a month;
         a policeman or a schoolteacher would have earned about the same, while a senior bank clerk would have earned about HUF90,000
         (£215). This is close to the official government figure for the average monthly earnings of employees across the country in
         2000: HUF87,645 gross (£210) and HUF55,785 net (£134). Without having to go into detailed household and living expenses, it will be immediately obvious (especially
         when it is remembered that some consumables, such as petrol, are the same price in Hungary as they are in neighbouring Austria)
         that the average Hungarian lives on a tight domestic budget and has little spare cash to spend on commodities such as wine.
      

      
      Go into a foreign-owned Hungarian supermarket – the principal large-scale distributive medium of bottled wine in Hungary –
         and you will find that the cheapest 75cl bottle of the lowest-grade wine (emanating from the Great Plain) will be about HUF270
         (£0.65). More than seventy-five per cent of what is on offer will be under HUF600 (£1.44) a bottle. Between HUF600–1,000 (£2.40)
         the market is almost non-existent. Over HUF1,000 one finds a tiny market; people, it seems, who can afford to pay more than
         HUF600 a bottle can in fact afford to pay more than HUF1,000, and prefer to do so to obtain what they perceive as incomparably
         better value.
      

      
      The price of a bottle of wine includes the cost of the bottle and the label (HUF60–120 (£0.14–0.29) depending on quality),
         transport and distribution costs, HUF5 per litre duty, and VAT at twenty-five per cent. The cost of bottling is such a crucial
         factor that it is customary to recycle wine bottles (on a deposit basis), because this saves about HUF40 (£0.10, or between
         eight and fifteen per cent) on the overall cost to the consumer. However, where possible, well over half of all consumers
         will buy their wine in bulk (in a plastic container) direct from a local winery, where the lowest price will be around HUF170
         (£0.40) a litre. Wine sold to pubs and restaurants (for example, in Sopron) starts at HUF140 (£0.33) per litre for a white
         wine like Zöld Veltelini, and HUF190 (£0.46) per litre for a red like Kékoportó, and it is generally sold over the counter
         with a mark-up of one hundred per cent. A better-quality white wine (say, Olaszrizling) can be had for as little as HUF150
         (£0.36) in Tolna, while in Pannonhalma, it is sold to restaurants at HUF170 (£0.41), with a red wine such as Kékfrankos costing
         HUF220 (£0.53). Naturally, these are generalizations: wine costs reflect living standards across the country, with the east
         being much less affluent than the west.
      

      
      Grape-growers feel that they are being squeezed out of business. Cooperatives used to provide an assured purchaser at a fair
         price. Now that so many cooperatives have disappeared, in many regions the growers are at the mercy of large national producers who offer
         such low prices that, faced with increases in the cost of chemicals, fuel, and other materials, many are beginning to think
         there is no worthwhile profit available to them. In fact, prices for grapes rose in 2000 by about five per cent for white
         varieties, and on average around fifteen per cent for red. In some regions, quality varieties such as Cabernet Sauvignon showed
         as much as a forty per cent increase over 1999 prices – a reflection of their scarcity, not of production costs. In general,
         the hike in prices reflected the reduction in grape volumes in 2000 compared with the previous year rather than a real, overall
         profit increase to the grower.
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