
ORGANIZATIONAL AND ECONOMIC ISSUES OF THE HUNGARIAN 

MUSTARD SEED PRODUCTION 

MARKÓ Olga, (HU)  
 

Szent István University 
 

 

ABSTRACT  
Nowadays the mustard seed production represents only 3000-4000 hectares in the total 
agricultural area in Hungary. The crop area of mustard seed has been decreased continuously 
in for the past 10 years, and this tendency are not going to change in the future. The 
Hungarian mustard seed production has both organizational and economic problems, which 
may worsen the problems and the hard situation of this sector. 
In my researches, I demonstrated and analyzed the market connections of the mustard seed 
producing sector, the differences in the bargaining power of the market players and I make 
suggestions to solve the organizational problems of the mustard seed production. I made 
economic calculations on the mustard seed production data, to determine the cost and income 
data of mustard seed production in Hungary, per hectare. 
The development and improvement of market connections is quite necessary in the mustard 
seed sector. On the base of the results of my calculations, I make proposals for the renewal of 
the mustard seed production and sales market, which may improve the domestic market 
situation and the willingness of the mustard seed producers. 
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INTRODUCTION 
The crop area of mustard seed production in Hungary decreased continuously in the last years, 
which resulted a significant decline of the sowing area. In the 1990ies the cropping area of the 
mustard seed was nearly 25 000 hectares and Hungary’s mustard seed export represented 10% 
share in the world market. Mustard seed, therefore, could be considered as one of the most 
important field crops in Hungary. In contrast with the former success, the average cropping 
area of 2010 and 2011 has decreased to only 4500 hectares, which justify definitely the need 
for examination of the sector and the exploration of the reasons of this significant decrease. 
The Hungarian mustard seed market has both organizational and economic problems. In order 
to determine the organizational problems and to find solutions to improve the situation, the 
first step was to explore the market connections and the bargaining power of the market 
players. From economic aspects, it is quite necessary to examine the cost and income values 
of the sector and also the different technologies in use.  
 



 
MATERIAL AND METHODS  

For determining the bargaining power of the players of the mustard seed market I made a 
survey and also performed depth interviews by the most important stakeholders of the 
mustard seed sector, focusing at the producers and the buyers in particular. I used Porter’s five 
forces model for the analysis. The cost and income conditions of the mustard seed sector were 
analysed on the database of 2009, which was made available by the Hungarian Research 
Institute of Agricultural Economics (AKI). For analysing the Hungarian mustard seed 
production data I used the data of the Hungarian Statistical Office (KSH) . 
 
RESULTS AND DISCUSSION  

Mustard seeds can come from three different plants: yellow mustard (Sinapis alba), brown 
mustard (Brassica juncea), and oriental mustard (Brassica juncea), which are used for 
different purposes. White and brown mustard are used for producing mustard cream, mustard 
powder and whole mustard grains, while black mustard is used for the flavouring of other 
vegetable oils. (Bi-Weekly Bulletin, 2007.) 
In Hungary only white mustard is produced, the sown area was nearly 25 000 hectares in the 
1990ies, which has been decreased to 3000-5000 hectares by now. 
 
Figure 1: The total harvested area of mustard seed in Hungary (hectares) 

 

 
Source: published by KSH announcement 
 
The reasons of the decrease of sowing area of mustard seed are very complex and are linked 
to each other.  



I started my analysis with the assessment of market connections, namely I determined the 
bargaining power of the stakeholders of the mustard seed sector, the producers, the traders 
and the processing industry.  
The main objective of the Hungarian mustard seed production primarily is the seed production 
to be used in further cultivation, and in a smaller extent, as a raw material of the processing 
industry. Mustard seed is produced for export; the producers are in direct connections with the 
exporter or integrator organizations. The processing of mustard seed is made by only 
domestic companies, producers connection are made directly with wholesalers and 
integrators. In the past decade both the export and the volume of processing industry has 
decreased. Analysing the mustard seed market the bargaining power can be summarized as 
follows: 
Suppliers of the mustard seed production are seed producers, fertilizer and pesticide producers 
and machinery manufacturers. The suppliers market is concentrated and they have well 
differentiated products, which may increase their bargaining power. Producers have only 
limited information about their products, which can decrease the bargaining power of the 
producers. The competition between suppliers groups is represented by mostly the 
competition of the products; the competition of prices cannot be dominant as a result of the 
relatively poor financial situation of Hungarian agricultural enterprises. 
On the other side of the Porter model, producers have connections with the representatives of 
buyers; in the mustard sector buyers are represented by the integrator companies, wholesalers 
and traders. The producers’ bargaining power is very low in these relations; they are mostly in 
price-taking situation, which means they should accept the prices offered by the buyers. When 
the producer does not accept the price, the contract will not be signed. In some cases, the 
producers can bargain for a higher price, but this is not a common situation. Prices are 
strongly determined by the EU market. 
Substitute products of mustard seed production can be divided into two main groups. First is 
cereal production, which competes for the arable land, as most important natural resource of 
mustard seed production. Cereal production has more advantages in the present circumstances 
and price and income situation, further improving the cereals market will increase the 
competitiveness of the cereal sector. The other use of mustard seed is its use by the food 
processing industry. Mustard seed is a raw material of different food products, for example 
mustard, mayonnaise, different sauces and salad dressings. These products are associated 
products of meat and salads consumption, therefore by increasing of the consumption of these 
products may bring the increase of the demand for mustard products.  
The threat of new entrants are relatively low in the mustard seed sector, the technology and 
the machinery are the same as in the cereal production, so there is no need for special 
knowledge or technologies. As mustard can be grown either in less quality soils, therefore 
good soils can be used for other field crops. The only significant threat of entrants is selling, 
which may cause many problems for the producers, as it is very hard to get good contracts in 
appropriate time, because of the unstable prices and the uncertain yields. In case of not 
fulfilled contracts, the producers must pay penalty. 
The competition between producers is very intensive and it is manifested in price competition. 
The price competition could be decreased by the concentration of the market, the cooperation 
of the supply chain and by establishing of long-term supplier contracts and sales contacts.  



According to the results of my survey the connections between the producers and traders has 
deteriorated because of the uncertain fulfilment of the contracts. Nowadays the producers 
hardly enter into contracts in advance, they try to sell their yield after harvesting at an ad hoc 
basis. 
After the exploration of the relationship between the players of the market I made economic 
calculations on the mustard seed production data, to determine the cost and income data of 
mustard seed production in Hungary, per hectare. 
I made my calculations on the base of the data of 2009 from the five-year long database, 
because the number of the Hungarian mustard seed producers was the largest (54 farms) in 
this year in this five-year period. I calculated the arithmetic average of the cost and total 
revenue data of the 54 farms; by with I created the data of an “average” Hungarian mustard 
seed producer farm. The main data of this average farm are summarized in Table 1. 
 
Table 1: Cost and total revenue data of an average mustard seed producer farm 

 

Description 
Values for the average 

farm (HUF/ha) 

Total revenue 154 616 
Average yield (t/ha) 0,8 

Price (HUF/t) 193 270 
Total direct variable costs 53 569 
Machinery costs 27 925 
Costs of equipment and devices 1 353 
Costs of machinery services 14 398 
Wages 7 048 
Public burden of wages 2 363 
Land lease cost 14 426 
General costs 7 773 
Depreciation 15 113 
Direct governmental support 49 478 
Source: own calculations based on the primary data of the Hungarian FADN system (AKI, 
2009) 
 
The direct variable costs contain the costs of seed, fertilizers, pesticides as well as the direct 
marketing, insurance and other variable costs of the farms. Machinery costs include the costs 
of tractors, transportation vehicles and harvesting machines. Wages represent the salary of the 
permanent employees, family members working on the farm and the costs of casual labour 
(which was indicated by only 3 farms). The total direct support of the farms was 49 478 HUF 
per hectare in the examined year. 
The income categories of the average farm and the results of break-even analysis are given by 
Table 2. 
 



Table 2: Calculations of income categories and break-even analysis according to the 

average farm results 

 

Total revenue; HUF/ha 154 616 

Direct variable costs; HUF/ha 53 569 

Gross margin; HUF/ha (for direct variable costs) 101 047 

  

Avarage yield; t/ha 0,8 

Cost of production; HUF/t (for direct variable costs) 66 961 

  

Break-even point ; t/ha(for direct variable costs) 0,277 

  

Total costs without wages; HUF/ha 134 557 

Average costs; HUF/t (without wages) 168 196 

  

Total variable costs; HUF/ha 121 769 

Average costs; HUF/t (for total variable costs) 152 211 

Break-even point (yield); t/ha (for total variable costs) 0,630 

  

Total costs; HUF/ha 143 968 

Net income; HUF/ha 10 648 

Break-even point; t/ha (Total revenues=Total costs) 0,745 

  

Direct governmental subvention; HUF/ha 49 478 

Net income with subventions; HUF/ha 60 126 

Break-even point with subvention; t/ha 

(Total revenues=Total costs) 
0,564 

Source: own calculations based on the data of Table 2 
 
Based on the results of my calculations it can be stated that in case selling of the products at 
the average price, variable costs can be covered by 0,277 tonnes of yield per hectare. This 
amount is below the average yield per hectare (which is 0,803 tonnes) and the 526 kilograms 
difference between the two yields should cover the sum of the indirect variables costs, the 
fixed costs and the minimum expected profit. The average costs calculated without wage costs 
is 168 196 HUF per hectare, which means the threshold price of profitability; the average cost 
calculated by total variable costs is 152 211 HUF per tonne, which determine the threshold 
price of production. More than 75% of the examined farms could reach the average price of 
180 000 HUF/tonne, which exceeds the threshold price of profitability by 11 804 HUF, but in 
13% of the farms even the threshold price of production could not be reached. 
The break-even, calculated for the total revenues and costs, excluding subventions is only 55 
kg under the yield of the average producer farm. What is a high risk in case of minimal 
decreasing yield, the farm is producing immediately losses. 



100 per cent of the farms receive direct subvention, which average value is 49 478 
HUF/hectare, by which value the net income and the yield level of the break-even point 
shows a significant increase. The difference between the yield amounts that covers total costs 
(break-even points with and without subventions) is 181 kg, which means that the value of the 
support can compensate a 24% yield loss.  
 

CONCLUSION 

The analysis of the connections between the shareholders of mustard seed production showed 
that producers have not strong bargaining power opposed either to the suppliers or to the 
buyers, as a result of their poor financial conditions the Hungarian mustard seed producers 
should be considered as market players with price-taking attitudes.  
The economical analyses shows, that the profit per hectare without any subventions is very 
low, so in case of a minimal variation in yield the production of mustard seed is already 
unprofitable. Even the 0,8 tonnes/hectare yield is on the international average level 
(statpub.com), the target would be to increase the average production to optimize the profit 
level. As the conclusion, most of the farmers left the mustard seed market due to the 
unfavourable market circumstances and the low profit level. What is also clearly visible in the 
continuously decreasing harvested area. The market circumstances could be optimize through 
establishing a farmer association, which would contribute to better market conditions and 
increasing sales opportunities. To reach higher profitability per hectare the farmers need to 
increase the yield per hectare what is achievable through improving the production 
technology and increasing the attention towards to mustard seed.  
The proposed changes would result an increasing willingness to invest in mustard seed what 
would be visible in growing production areas. 
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