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Foreword

The changes that occurred in Eastern European countries, not only in the political field but also
in respect of econommics and structures, did influence strongly the agro-livestock sector in that
region of Europe and induced the EAAP, in compliance with the wish expressed by some of its
members, to launch a programme on livestock Production in Eastern Europe.

This Round Table, the third one under this programine, was organized in Poland, one of the
countries in the heart of Eastern Europe, actively involved in switching from centrally planned
to market economy. Polish experience, in this respect, both under previous and present
conditions, stands as an example of paramount importance, as it llustrates the difficulties Eastern
European countries have experienced and are experiencing still, as well as the hope they place
in the transition to Western type of economy, a real challenge for all of them.

This Round table was attended by 51 participants. Twenty-one countries were represented of
which 14 were from Eastern Furope and seven from the West, including the United States. Four
International Organizations had sent representatives.

The response of Eastern countries to our proposal for holding this Round Table in Warsaw and
for centering the debates on their problems and expectations was most encouraging,

One of the invaluable merit of these Round Table is to give the representatives of participating
countries, - often deciders or high level state advisors, indeed scientists - ,the, opportunity to
present the situation in their countries in the livestock sector, to discuss and compare their
experiences, their success and shortcomings and try to find in this informal dialogues, solutions
to the problems they are confronted with. It shows not only their interest in such dialogue but
also their preparedness to adapt to new conditions. A task which is very demanding and requires
perseverance and determination on the part of all people involved in this Green Revolution, from
the farmers to the Statesmen.

There ig little doubt that the diversity in the composition of the Assembly, the variety of
subjects to be tackled and the ftiendly atmosphere which, traditionally, prevails during the Round
Tables are strong elements that made of this meeting a success; a success which is due also to
the dedication of all those who participated in its organization,

H. A. Jasiorowski
Professor, Dr. Hab.



Summary of sessions and conclusions

K. Meyn ard J. Renaud

The Chairman of the EAAP Task Force on animal production in Eastern Europe presented a
summary of the discussions, the conclusion which were reached and certain issues that were
discussed. Future activities of the Task Force were outlined.

The Round Table was attended by 64 participants from 24 countries of which 15 were
Central/Eastern European countries. Five international organizations were represented. Eleven
working papers and 14 country statements or country updates were presented.

The Round Table was opened by the Deputy Minister of Agriculture and Food Economics, who
presented a policy introductory statement in which he recalled that in Poland still 27% of the
population is working in agriculture and contributes 12% to the GNP. It was pointed out that the
family farming system is still prevailing in the country and the privatization of state farms is one
of the major tasks which is being faced by the authorities. In the same way, the stabilization of
domestic market through guaranteed minimum prices and market interventions is also a major
chjective. While most of the production is used, the resources available for the development of
processing industries were found to be still not adequate.

A keynote paper on intercountry econormnic cooperation in the process of East-West integration
in agriculture was presented. It gave a rather optimistic outlook on the Central{Eastern European
economics, at least for those countries that are prepared to introduce radical economic reforms.

- In this connection it was pointed out that the deeper recession goes the faster recovery will be;

however, this issue was a subject of controversy.

The reasons for the collapse of the markets in the Eastern block were explained in very clear-

cut terms and it was stressed that the only alternative for Central and Eastern European countries
was to tumn towards the West and to focus on the potentialities the EC may offer. Actually, there
is no third possible way between market economy and state planned economy. It was stressed
that the wise solution may be to let market forces develop and so get part of economic
development problems rightly settled.
Session 1 of the Round Table was specifically devoted to reviewing the Polish case. Three
papers were presented by Polish specialists in agricultural economics, namely on “Animal
production and market situation in Poland™, and on the “Options for agricultural policy and state
intervention”, It was followed by a presentation by the Representative of the World Bank of “An
outsider’s view on the Polish livestock subsector”.

These first three papers can be summarized in such a way that obviously apart from the overall
development which was observed in Poland, some specific events occurred that influenced
adversely the evolution of agricultural economy during that period, namely: the decline in real
prices between 1989 and 1992, the drought in 1992 and on the same year the restructuring crisis
of the state farms sector. The upsurge of pig production which was observed in Poland during
that period was an exception.

The conclusions which came out of the presentation of the keynote paper were as follows:

- Pursuing a market intervention and subsidization policy is socially equitable and is
needed in most Eastern European countries, for instance in Poland; however,
interventions should remain limited.

- Self sufficiency should be guaranteed and markets stabilized, this would imply inter alia
improving processing and marketing.

- The need for preferential credit to agriculture was stressed.




- Productivity must be increased and losses incurred in the state farms privatization process
could have been avoided by using more productive inputs.

- Once food supply of the local population 1s sufficient, export of surpluses may be
considered.

Session 2 addressed two major subjects, i.e.: one of them referred to the Animal Breeding
Programs and to their organization and the second one to “Research and Education”.
On Animal Breeding Programs, two comprehensive working papers were presented:

- The first one dealt with the “Organization and changes in these programs” so as to adapt
them io the political and economic situation in Poland, The evaluation of structures was
reviewed as well as the responsibility of each segment within the context of new breeding
activities. A number of question arose, e.g.: how and to what extent the intervention of
the State should be introduced to moderate the consequences of free market; how to
organize aid to producers and breeders if state subsidies remain limited; which part of the
breeding activities should be subsidized and what are those which should be given
preference?

- The second paper was on “Future development of animal improvement_programs for
Central and Eastern European countries”. These countries are diverse in terms of size,
geography, climate and soil quality; even in the ethnic field. The main reason which
justifies grouping them together is that they experienced similar political and economic
systems for more than 40 years, and some characteristics of the previous regime had
much influence on animal production and breeding programs.

Only in Poland and Yugoslavia did private ownership of land and animals continue to be
dominant, whereas elsewhere there was a centralized administration and a state or cooperative
ownership of land and production inputs. In most countries, breeding programs, performance
recording, AL and herd-book were ceniralized in a single state organization. All breeding
services wags highly subsidized. Food prices were strictly regulated and kept low: it increased the
demand for animal products but quality was not given much priority. The overall consequence
was that there was little incentive for investments and to improve production efficiency.

On their way to democracy and market economy, these countries passed through difficult
political and economic changes with a temporary reduction of GDP and consequently a drop in
demand. This led to a drastic reduction of the animal population, a disintegration of central
breeding programs and a collapse of existing structures before the new ones are ready to take
OVer.

The situation in each species was reviewed as well as livestock improvement in Easter Europe.
A comprehensive discussion on the introduction of highly productive breeds took place and
although genetic improvement programs are more and more valid there was a consensus that
some evaluation of the need and an adaptation of methods are required in each case,

In spite of all difficulties, the Eastern European countries did 'make progress during this decade
in respect of per capita meat and mitk consumption. Animal performance increased also;
however, in most countries it did not achieve levels similar to those in Western Europe. 1t was
felt that national selection efforts were not really effective and contributed little to the overall
improvement in comparison with the importation of genetic material.,

In the field of research and education, two papers were presented, i.e.: on “Animal production
research and education in Pofand” and on the conclusions of the Wageningen Workshop on
“Research strategy for animal production in Europe in the 21st century™. '
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The first paper reviewed the situation in Poland as regards the changes introduced in the
programs and the existing facilities both in training and in research. The emigration of
researchers and scientists to Western countries, due mostly to the low wages paid in Poland, is
of particular concern.

The second paper was a summary of the subjects which were dealt with and of the issues raised
and of the conclusions reached at the EAAP/DLO Workshop. It confirmed that in Eastern
European countries the structure required to motivate privately funded research do not exist as
yet and thus, together with the return of small holders will strengthen the need for public research
at least for some years to come.

The Conclusions of the Session were as follows:

1. Production

- the market orientated econommy being based on the competition and economic activity of
units or of joint organizations/companies, it will be necessary to create decentralized
units to provide services to producers on the model of systems similar to those which
operate in Western Europe. The first responsibility of governments is to encourage
competition among breeding groups:

- in the future the breeders associations will be made responsible also for keeping the herd-
book of breeding animals and for the evaluation/implementation of breeding programs;

- in adapting the present organizational system to the new situation a strategic plan is
needed and many questions are to be solved, e.g.:

- what should be the methods and the means to be used to activate the breeders and
encourage them to form organizations/associations able to manage breeding
activities and meet Evropean standards?

- what should be the principles for the utilization of existing quite developed
structures and of the technical potential of the staff employed in the central
breeding office and the regional centers for breeding and A 17

- how to stimulate the establishment of regional and national associationsfunions
of breeders of specific species and breeds?

- in the future system, the breeders will become the leading force in its organization and
personnel will implement programs to their own benefit and on their own initiative.
Financial support form the State will be required;

- the utilization of EC standards and breeding regulation should raise no objections as
Poland aims at full membership with the Economic Community, These standards should
form part of a new Act on Animal Breeding;

- governments must have a strict policy on the control of animal diseases,

- within the EC a new Directive on free trade in breeding animals among members states
required that national legislation be harmonized, i.e. genetic improvement programs to
be approved by the Government on the basig of inspection and evaluation and of keeping
adequate records;

- national breeding programs in Central and Eastern European countries, depended to a
large extent in the past, on importation of genetic material from Western Europe and
North America. It contributed greatly to the genetic improvement of animal productivity
and quality. In the near future such importations may even increase. The importation of
Western stock should create conditions for technical and scientific cooperation between
East and West, when appropriate with the support of technical assistance.



2. In research and education

- Poland needs more concentration and coordination of national programs.

- The syllabus has already been adapted to future needs.

- As a combination of production and research/education it was considered that there is
more and more a need for external assistance between the East and the West in particular
to finance and structure livestock research.

Session 3 was devoted to the presentation of country reports and/or updates. Representatives of
14 Central or Eastern European countries reported on the status, changes and perspectives of the
livestock sector in their countries,

Actually, tremendous political and economic changes have taken place during the two years
before this meeting and resulted in important reductions in production inputs leading to declining
markets, with at the same time a lowering of producer prices and an increase in input prices.
Together with this decline of the market one could observe an orientation towards new marketing
channels, ;

All this resulted in a drop in livestock production and population, with however three exception,
i.e.: (i) the pig industry in Poland (which may be explained mainly by the very cheap price of
grain during that period and by the fact that the domestic market was very favorable); (ii) the
livestock situation in Albania and Romania, where one did not observe such a drop: in this case
one has to consider that these countries were rather isolated before the upheaval took place. In
the Czech Republic only marginal changes in the animal production have occurred,

The second point that came out of the presentation was that production efficiency was low and
in many countries it is very difficult to break-even, especially - with the exception of Poland -
in pig and poultry industries which are going down. Actually, it should be mentioned also that
serfous protein feed problems were being faced.

The most difficult problem all Central/Eastern countries are virtually confronted with is
restructuring; that, in a situation of extreme political uncertainty and risk and with issues
concerning the availability of credit, of inputs, of technology, with the emergence of new market
channels and perhaps, sometimes, the unavailability of services for instance to family farms.

The question of farm size was addressed, as it was also in other sessions, but here one could see
the conflict between the political wili, political goals and economic necessities. Also we have
seen some variations between Eastern countries in the degree of reliance on the former Soviet
Union market; two extreme cases were referred to, i.e.; on the one hand the Baltic States which
have been cut off from their former Russian market and are suffering a lot from that loss and on
the other hand a country like Slovenia that had no outlet in the Soviet Union/Russia and therefore
was not influeniced by these developments.

The conclusion of the discussion on these developments was that there is a need, as a social
necessity, for some protection of these markets. In number of these countries the social security
systems are not that well developed and do not compare with those of Western Eurcpe; therefore,
frequently the farming sector has to serve this function and unless it is a living sector the function
cannot be fulfilled.

Session 4 was an open session with the representatives of industry and of government agencies,

The main issue that was discussed was the privatization of state farms and here, in particular,
from the standpoint of economic necessities against political will. In this connection the
economic reasons are per se an obvious issue; however, some necessities related to regional
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conditions have also to be considered, e.g. some of the last state farms are located in areas where

the density of local population is low. One has also to consider the case of large scale private

commercial farms. From the discussion it became obvious that without state assistance new
family farms will not develop and to this effect one has to provide them with services and credit.

The second point which was discussed referred to private trading and interventions. The
privatization of the ANIMEX company was presented as well as the case of Epstein, another
company geared to exporting animal products to foreign countries: a trend which is likely to
develop.

These presentations were followed by a discussion on the development of international markets
which should be regarded as a primary cbjective. Actually from subsequent remarks it appeared
that the policy is to develop both domestic markets and exports.

Session 5 referred to international perspectives for livestock production in Eastern and Central

EBurope. Three selected subjects were addressed, i.e. the animal health and food hygiene, the

dairy industry and the meat indusiry,

On the first topic, two comprehensive working papers entitled “Harmonizing legislations with
that of the EC, with particular reference to animal diseases and hygiene of products” and
“Regulation of sanitary conditions of production and distribution of food of animal origin in
Poland”, were presented and they respectively dealt with the subject from the EC and from the
Polish point of view. The main observations were that:

- the EC regulations which were presented are becoming more and mofe the accepted
standards among other countries not yet members of the EC and that Polish legislation
was adapted to match the EC rules;

- one of the important preconditions that were stated is the need for official control. Tt
cannot be done either by the trader or by the company which want to export; therefore,
there must be an official government control on trade and hygienic status of animals and
products.

The presentaiion on the dairy industry lead to the conclusion that in Eastern Furope dairy
market will stabilize, in most of these countries, over the next five years; the main problems in
that industry being of economic and organizational nature. The view was expressed also that both
in the conception/planning of new dairy farms and in the design of future milk processing plants
one should not go for too small units.

As regards meat industry and meat products a very comprehensive description of the market
opportunities was presented. The new element that came out of the presentation was the trade
opportuniiies offered by triangular exportation markets, e.g. selling products to Russia with EC
financing. The need for quality products and for developing harmoniously both the domestic
market and exports was again emphasized.



Opening Session




B e

Opening address by the Vice-Minister of Agriculture and Food Economics

Dr J. Bylinski

Mr, Chairman, Ladies and Gentlemen,

On behalf of Mr, Gabriel Janowski - Minister of Agriculture and Food Economics and in my
personal capacity I cordially welcome our guests in Warsaw.

At the same time I would like to express our satisfaction, that Poland has been chosen as the
place for this Round Table on such an important subject as farm animals breeding

Poland, as many other East European countries, is engaged in the process of socio-economic
system restructuring in this part of Europe since 1989. The transition from centrally planned to
fiee market economy does not run easily, and farmers have to overcome a lot of difficulties. The
Government realized the social importance of these facts, because 37 per cent of the population
of the country live in villages, and 27 per cent of labor active people work in this sector.
Agriculture accounts for 12 per cent of the global product and is considered as one of the
fundamental sector of the national economy, It determines the standard of living and is an
important element in the process of rebuilding and developing Polish economy and its linkage
with the world's economy.

The basic goal of the agricultural policy is to provide food to the nation and to obtam a long
lasting position on foreign markets in the trade of agricultural and food commodities. The means
leading to that goal are: restructuring, permanent modernization of agriculture and improvement
of farming efficiency.

Family farms are and will be the base of the agricultural structure in Poland, and their
development will be favored by a principle of land free turnover, which will be linked with
adequate credit policy, facilitating land purchase for farm enlargement or for creating new ones.

The process of transforming property in the state sector (about 20 per cent of arable land) will
be oriented towards a progressive withdrawal from large farms system. The restructuring of that
sector is conducted by the Agency of Agricultural Property of the Polish Treasury, which was
created in accordance with a law of 19 October, 1991.

In the sphere of the agricuttural products price policy, the Government implements solutions
as regards interventions, basing them on the following principles:

- the principle of free forming prices of agriculiural products is maintained,

- the Agricultural Market Agency, through the interventionism, stabilizes prices on the
domestic market,

- the determination of minimal prices for wheat, rye and milk,

- one of the main goals of having resort to these measures is to introduce solutions leading to
the protection of the agricultural market and counteracting unfair competition.

In the field of credit policy, until inflation has come under control, it will be necessary to grant
preferential credits for the purchase of production means and for the restructuring of agriculture
and of agricultural and food industry. The problem is that the State, in comparison with the great
needs, which exist, is unable to allocate significant finds for this purpose.

At present, the repayment of the major part of the debts of farmers, who guarantee the
successful implementation of their reform and modernization programmes, is done by the
Restructuring and Debts Reduction Fund. This Fund is to be transformed into the Agency for
Credit to Agricufture Modernization. As regards estates transformation policy and development
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of cooperatives, a principle of equal accessibility of employees and farmers to the package of
shares of restructurable enterprises of agricultural and food industry was adopted. The
Government tends to create the conditions for revival and development of authentic agricultural
cooperatives. Profitable juridical, organizational and economic conditions for restructuring the
units which existed till now and for creating new ones will be guaranteed.

From the problems which were presented, the conclusion is that there is a need for carrying out
a deep restructuring of our countryside, which will result in economic and social infrastructure
development, creating services and production network and development of local food industry.
It is necessary to design and implement new laws, some of which should also concern our
association with the Common Market. Development of self-functioning institutions and
organizations is an important element of this process.

As it is known, Poland is recognized, among European countries; as having considerable
reserves of arable land. We possess 18674 thousand hectares of arable land of which 14211
thousand hectares (81.1%) in the private sector, and 3477 thousand ha (18.9%) in the public
sector, In our country, per inhabitant there is about 0.4 ha of arable land (in 1991).

In 1992 our agriculture faced a drought, not experienced for decades, which resulted in a fall
in agricultural production of about 12 per cent compared with 1991, of which plant production
decreased by 20% and animal production by 4%. Drought consequences in animal production
will be perceived also in the current year because of the great fall in the production of grain,
reots and roughage crops.

In order to mitigate the effects of the drought, the Govemment is implementing the following
measures;

- suspending customs duties on high protein components for feedstuffs production,

- allowing customs duty-free import of feedstuff cereals and granting credit on preferential
conditions.

In spite of the abave mentioned activities, in the current year a fall of global animal production
will take place. Figures give the best evidence of the importance of animal production in our
country, For example in 1991 total production of live animals for slaughtering amounted to 3,348
thousand tons, it means 87.5 kg per inhabitant.

In 1991 consumption of meat and poultry per person amounted to 73.2 kg, of which meat
amounted to 68.3 kg (the share of pork was 61% and of beef 23%).

Consumption of milk and milk products per person (without butter) amounted to 23.1 kg and
consumption of butter was 6.3 kg.

Taking into consideration the many problems which exist in agriculture and food economy and
are to be solved, exchange of experiences and opinions among our countries will be very useful
to all of us.

I wish all the participants in this Round Table to have fruitful debates and a pleasant stay in
Poland.

Janusz Bylinski
Vice-Minister of Agriculture and Food Economics
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Statement by the FAO Regional Representative for Europe

Dr M. Zjalic

Excellencies, Dear Colleagues,

It is a great privilege and pleasure for me to address this Round Table, an activity which is jointly
sponsored by FAQ and the European Association for Animal Production, with the support of
Polish organizations active also in livestock science and trade.

This event, the third of the kind, by gathering East and West European officials and specialists
confronted with the livestock situation that exists in those countries which are moving towards
market economy, will contribute greatly to improving cooperation between countries, with the
international organizations, with universities and with the private sector in the region. It will
contribute also to developing mutual understanding among politicians, and between policy
makers, this for the sake of future generations and of the sector. As an international
organization, FAQ's role is to provide technical assistance, know-how, policy advice and
guidance in respect of reforms and for a change of policy in the fields of agriculiure, nutrition,
food industries, fisheries and forestry. Because of this, we have established four priorities for
the European region.

The first priority is the need for sustainable development, taking into account that definite
economlic activities, in particular agricultural activities, which are based on a direct relation
between man and nature, should take care of the future of younger generations.

The second priority is of course, giving support to the economies in transition, supporting the
efforts of governments, policy makers, scientists and pecple in these countries to find appropriate
ways of merging their own affairs, of developing their economies and thus contributing to the
progress of people in this continent development programme; contributing as well to the
attainment of peace and stability in the region.

Our third priority is to fight for the integration of this small group of countries which is called
Europe, still representing the second smallest continent in the world. The experience gained in
European integration has shown that number of social and economic programmes are easier to
handle within the frame of an integrated approach and when relying on resources which
represent a broader economic base. For this reason, FAQ is fighting to support further steps
towards an improved integration of Europe, not only of the Europe of the 12 or of the 20, but say
of 30 of 40 countries in the near future.

The fourth priority is to support direct contact and co-operation between the various
institutions in our respective countries. The first Round Table on the " Animal Production Sector
in Eastern Furope as affected by current Changes" took place three years ago, at the initiative
of the Buropean Association for Animal Production. In this respect, we are extremely grateful
for the excellent examples which were shown by our Hungarian and German colleagues and, in
this connection, we are pleased to congratulate Dr. Féstis and Dr. Meyn who are with us today.
Qur compliments go also o Prof, Fasiorowski for organizing this third Round Table and we are
convinced that it will represent a significant contribution to the overall EAAP Programme on
Animal Production in Eastern Europe.

Thanking you very much once again I wish you successful work and a pleasant stay.

M. Zjalic
FAQ Regional Representative for Europe

13



Statement by the President of the European Association for Animal
Production (EAAP)

Prof. A. Nardone

Mr Minister, Mr Chairman, Ladies and Gentlemen.

We assembled here to attend the Third Round Table on Livestock Production in Eastern Europe,
a meeting jointly sponsored by the Ministry of Agriculture of Poland, FAQ and the EAAP, with
the support also of ANIMEX, a Polish private trading company. On behalf of EAAP, I have
pleasure in greeting you all and in thanking both the Polish Organizing Committee and the
sponsors which made it possible to hold this meeting and by doing so, helped establish the
tradition (initiated by EAAP) of holding one Round Table every year, preferably in an East
European country. The Round Tables review the situation in respect of animal production in
Eastern countries - in particular in those where it is held - and deal exclusively with policy
matiers and issues of particular significance related to the livestock sector within the relevant
international context. Specific technical themes of importance may be handled in the future
through the EAAP Commissions and Annuai Meetings instead of organizing~ specialized
workshops, as we have done so far.

Whichever one of you who attended the Budapest and Berlin meetings, in April 1991 and
January 1992, will recall the reasons for setting up the Task Force on Animal Production in East
European countries: namely, to review the conditions which prevail and the situations which are
being faced by the livestock industry as a result of the political, structural and economic changes
which have occurred in this part of Europe. Many changes have taken place since the Budapest
meeting; openings materialized both Eastwise and Westwise: Eastern countries tended to
increase imports from the West and the E.C. opened a broader access to products from the East.
Recently one noticed an attempt to enforce an international agreement between four East
European countries for the establishment of a free exchange area, to exempt initially raw
material from custom duties, a first step which should be expanded, as from 1995, to agricultural
and various industrial products. One can only be delighted by such a decision which should be
considered as a first step towards a more general agreement.

The considerable scope of the EAAP East-West programme of activity is matched by the
complexity of the situations which are being faced by the livestock sector and by the urgent need
to propose solutions to solve these problerns or to alleviate their consequences. To this effect
the Task Force must adopt a global approach and cannot but concentrate on major issues.

With the understanding that the adjustment process for switching from centrally planned to
market economy can only be the decision of national decision-makers and parliaments;
nevertheless, they must be praperly informed on the situation as it is in other countries, and this
is the role assigned to this programme, The Task Force on Animal Production in Eastern Europe
felt that it would be appropriate and timely to prepare an overall and comprehensive study on the
livestock sector in these countries with the objective of easing the task of the authorities in this
respect. Therefore, I am pleased to announce, subject to the agreement of all concerned, the
preparation - as a joint undertaking between EAAP, the World Bank, FAQ, possibly other
international organizations and the countries concerned - of such 2 study in 16 Eastern countries,
including: Albania, Belorus, Bulgaria, Croatia, the Czech Republic, Estonia, Hungary, Latvia,
Lithuania, Moldavia, Poland, Romania, Russia, the Slovak Republic, Slovenia and Ukraine.

15



The objectives of the study will be to understand better the adjustment process, identify the
risks and alternative solutions as well as technology gaps and investment opportunities, pravide
decision-makers in governments and elsewhere with a comprehensive review of the ongoing
process in ali its aspects, including risks and opportunities. The study will assess the related
elements relevant to the problem as well as the management of transition to market economy.
1t is hoped that this study will be carried out within an 18-month period. The details in this
respect will be discussed at the Steering Committee which will follow this Round Table.

So far the East-West cooperation under this programme has been very satisfactory and fruitful.
Both the nature of the subjects which are going to be discussed during this Third Round Table,
as well as the large participation of Eastern countries which is being observed today, are to me
the evidence of sustained interest in the subject and the guarantee that this meeting will make a
positive contribution to the harmonization of the animal production sector,

A. Nardone
President of the EAAP
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Statement by the Deputy Director of Animex Export-Import Ltd.

Dr W. Klamut

Mr. Chairman, Esteemed Ladies and Gentlemen,

First of all, T would like to express, on behalf of Mr. W, Pereta - Director General of ANIMEX,
our thanks for the opportunity which is being given to us to participate in this conference and to
present some of the achievements of the firm I am representing. I wish to add also, that Mr.
Pereta is unable to participate in this meeting due to his absence from Poland now.

In ANIMEX opinion, still one of the leading exporters of meat and meat products, today's
meeting is one of extreme importance, because of the fact, that all the parties involved in animal
productiory, processing and marketing are facing massive problems, which have not been solved
till now.

We are sure, that there is a commen need to discuss and to search ways out in order to make
all the participants in this process, i.e. farmers, processing and marketing specialist, able to fulfil
their duties as regards the nutrition of the nation.

ANIMEX hag been present in the world commercial lexicon for 40 years, the name of the
Company being the synonym of commercial solidity, high reputation and efficiency. Continuing
worthily the old traditions of the Polish foreign trade, we have acquired on the world market the
amount of experience that enables us to enjoy the reputation of a good and solid firm.

Today ANIMEX combines in its activities the most up-to-date methods of food trade with the
old good traditions of it. The company's staff, having a great amount of experience knows how
1o combine those traditions - dating back to the beginnings of the XXth century, when catfle used
to be sold to Vienna and bacon to Great Britain - with the requirements of the computer era.

ANIMEX was set up in 1951, in the period when dairy-poultry co-operatives used to be
combined with meat industry, Since that time the assortment-concerning interests and the
export-import trends have often changed depending on the possibilities and requirements of the
Polish economy. However, ANIMEX has remained faithfial to its main line, namely trade in raw
and processed animal products and it has always been conscientious in fulfilling its obligations
towards its clients. In order to serve them best the Company has elaborated new and improved
market strategies and its organizational structure has passed fundamental transformations as a
result of accelerated expansion of the network of suppliers and growing number of customers
inPoland, ANIMEX has always played an important role in the Polish foreign trade. In the past
it often occurred that the Polish exports of food and meat were particularly profitable being, in
addition to coal exports, the main source of foreign currencies. Our agricultural/food products
sold in the USA and Europe were always characterized by their top quality. Such trademarks as
PEK, KRAKUS, YANO or ATALANTA have been a comparative basis for other products of
this type. For this reason, the high opinion which ANIMEX is enjoying on the markets is helpful
for the exports of the Polish agricultural products that are continuously in high demand by the
customers.

The high technological level of the Polish food industry makes it possible to meet various
requirements of the most specific customers. Moreover, the Polish system of feeding animals,
resulting in products of high natural value, is accepted by an ever wider group of clients, Having
at its disposal a broad assortment of continually improved products, ANIMEX is in a position
to offer healthy food, featured by diet specialities that are in ever increasing demand.
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The medals and awards granted by international juries on the occasion of competitions and
exhibitions are the best assessment of our high-quality products: 39 medals, including 23 gold
and 16 silver ones awarded to ANIMEX at the international exhibitions in the last decade give
the best evidence of appreciation.

In this respect the highest international trophies won by the Polish saddle horses, actually by
the Arabian ones exported by ANIMEX, should not be forgotten.

The top quality of goods that are sold through ANIMEX resulis from the advantageous natural
conditions and from the appropriate production and processing technologies. It results also fiom
setting up of economic organizations that specialize in export-oriented production and operate
under a rigorous veterinary control.

The list of ANIMEX products is as follows: meat, slaughter animals, meat products and - first
of all - hams, canned meat products, bacon, sausages, poultry and. poultry products, game,
slanghter by-products, and saddle horses.

During 40 years the products of ANIMEX were sold in more than 60 countries in the whole
world. Owing to the experience gained during all these years it is possible to continuously
improve the sales network that becomes more and more specialized.

Up to 1983 ANIMEX was a state enterprise. On 9 February, 1983 ANIMEX was transformed
into a company with limited liability. Now it has approximately 180 shareholders.

Another change in the structure of ANIMEX Company took place in 1991, it consisted in
transforming the Company, wholly owned by the Treasury, into a private enterprise.

As a company, ANIMEX groups all major Polish meat producers, traders and processors.
Owing to this system the firm is able to have in its hands the whole of the relations determining
the size of meat products supply and their export-oriented processing.

Moreover, ANIMEX is taking care of expanding the forms of co-operation with producers and

-suppliers of goods intended for export, establishing closer production commercial relations by
setting up common enterprises with foreign capital {joint ventures) acting in the sphere of
production, trade and services,

ANIMEX Company, in addition to providing services to suppliers (imports of machinery and
facilities), is also offering or organizing foreign currency investment credits for domestic
partners,.

Being active on the markets of 60 countries, the ANIMEX company co-operates with such
international organizations as E.C., FAO and also with certain specialized trade organizations
such as the Egg Commission, Bacon Market Council, International Feathers Bureau, WAHO.
It also organized or participated in international symposiums and seminars as well as in
exhibitions and fairs in Poznan, London, Munich, Paris, Verona and Salonika.

A Klamut, Deputy Director
ANIMEX Company
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Statement by the Vice Chancellor of the Warsaw Agricultural University

FProf. Dr. Hab. A. Gronowska-Senger

Mr. Chairman, Distinguished Guests, Ladies and Gentlemen.

On behalf of the Rector Magnificus of the Warsaw Agricultural University and in my personal
capacity, I cordially welcome all participants, guests and observers. Welcoming you here, I
would like to express my sincere thanks fo all supporters and organizers of this Meeting, in
particnlar to the representatives of EAAP/FAQ, of the Ministry of Agriculture, of Animex as
well as of the Institute for Cattle Breeding and Milk Production of our University, the oldest and
largest Polish one in the field of agriculture.

It is well known that we are already in the process of reforming our agriculture to better serve
a market economy and our country. All these changes have long term implications and their
implementation requires constant efforts from both sides: Government and producers.
Considering the variety of problems which the Polish agriculture is facing now, I would like to
stress the importance of this meeting. I realize that the aims of this Round Table are not easy to
fulfil but I believe that your joint efforts will make it a success. I hope that these few days of
intensive work, discussion and reflection will end up in conclusions and recommendations which
should lead to a follow up action. Finally I wish all participants both fruitful debates and a
pleasant stay in Warsaw.

Prof. Dr Hab. Anna Gronowska-Senger
Vice-Chancellor of the Warsaw Agricultural University
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Intercountry economic cooperation within Central and Eastern Europe in the
process of East-West integration in Agricalture - Keynote paper

Tadeusz Hunek

Introduction

The countries of Central and Fastern Europe (CEE) are presently undergoing a complex process
of reforms, of system transformations, i.e.. from real socialis and from a centrally planned
economy to a system of parliamentary democracy and of market based economy. This process
of reforms and transformations is taking place in numerous fields and is of various magnitude.
The main areas appear to be the political, the economic and the social sectors.

The discussed transformations taking place presently in the part of Europe in question have
a reference point, i.e.. as a pattern the political system and the model of organization of public
life characteristic of the countries of Western Europe.

As a consequence, the expectations in the reforming countries of the CEE region in relation
to Western Europe and to the countries of the Buropean Community in particular are great, at
times bordering wishful thinking,

At the other end, the position of the European Community on the issue of theif integration
with Eastern and Central Europe may be described as careful. The overriding guideline which
the EC follows in this respect is "in order to expand the Community, you must, first of all,
integrate it in its present form".

Changes

The attitudes presented on both sides are prime ground for the creation of rather Utopian
concepts, of which an illustrative example may be the idea of the EC-bis model in Central and
Eastern Europe.

The principal conclusions of this paper, drawn from the sphere of historical legacy and the
lacking concordance system of the economies of the Central and Eastern European courttries,
should verify the following dilemma: the inter-economic union of Central and Eastern Europe
versus integration with the EC. The working hypothesis is formulated as follows: one should
emphasize that in no way any of the concepts of the Inter-Regionat Union can be viewed as an
alternative to Central and Eastern Europe in its integration efforts with Western Europe, mainly
with the European Community. Furthermore, one should accept a particular historical paradox
that the way to cooperation and to advanced integration within Central and Eastern Europe leads
to the integration with the European Community. One may assume that any path for European
integration will create the basic framework for agribusiness development, both in the European
region and on a global scale.

Basic features and trends of economic reforms and transformations in Central
and Eastern European Countries (CEEC)

The processes of reforms, as a rule risky, are undertaken and subsequently energized by two
principal factors; social desperation and social hope (expectations). The desperation results from
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a decreasing standard of living of the principal social groups, which is the result of the
deteriorating situation in the national economy, the declining technical and economic efficiency,
the slowdown of the dynamics of economy and entry into recession, together with decoupling
of the organization of social life, discrediting of the ruling ideology of the social and economic
order, Social desperation results, on one hand, from the noticeable deterioration of the living
conditions, on the other, from the lacking perspectives for improvement of the situation of
families, social groups etc.

Fig. 1. Strategies of reforms
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This state of affairs generates the social conviction of the necessity of essential changes and thus
of reforms which would oppose the degradation and give hope for the future. The goals of
economic reforms are formulated in this way. They are very similar to those in other countries,
which have hitherto undertaken processes of reforms. As we have stated, it is imperative to
reform the national economy in such a way that it becomes internationally competitive, balanced
economically and market wise, guaranteeing to the public a satisfactory level of social and
economic security,

The achievement of these goals is always costly and politically risky. Social desperation and
hope shape the social will and enables carrying out the reforms, It is important however to know
how far this will continue. One may speak of a certain paradox: the greater the destruction of the
former economic system is, the greater is the social determination to carry out the reforms. We
witness here a specific modification of the rule "the worse, the better". Without the
hyperinflation which was observed in Poland in 1989 and the empty shop shelves, assuredly the
implementation of the radical reforms of the economy would not be accepted by the public. This
situation is repeating now in Bulgaria and in the countries of the former Soviet Union,

However, social will or permission to carry out reforms is a very capricious element. At the
same tirne the feasibility of implementing the reforms decides on the success or the failure of the
programme. This decision is made in two areas: the sphere of econamics, and that of politics.
Coupling them is both a complex and delicate matter.

The necessity for economic reforms becomes evident when the destruction of the economy's
efficiency is apparent, when the standard of living, and more broadly, the welfare of the society,
indicate a declining tendency. This means that the creation of national income is highly outlay
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intensive and that the non-earned sources for financing consumption are exhausted, i.e.: it is no
longer possible to further "eat away" whatever has been inherited from the past generations, or
to decapitalize the national wealth. It is also becoming impossible to maintain the consumption
level, at the expense of future generations, i.e.: at the cost of further devastation of the natural
environment or of increasing indebtedness of the national economy. It is characteristic for
nurmerous countries carrying out the reforms that the signals of such a situation originates from
outside these countries in particular. The world, the system of the global economy, do not accept
such "parasite” kinds of behavior, This is an interesting feature of the global character of today's
world: one common village, a phenomenon in its consequences evaluated positively by all and
for all.

The undertaking of the reforms programme is a specific "moment of the truth” for the
economy of a country and for the society. One stops living at the expense of "yesterday" or of
"tomorrow", one cannot live beyond one's means - and it is insignificant whether these means
are plentifill or scarce. What more, this state of things will continue during the process of reforms
and the society must bear the costs of the reforms. The tragic aspect of the situation is that there
is no choice in this respect. Without undertaking the reforms the economy would, just the same,
continue the downward slope, the striking effect of the "moment of truth" would simply be
delayed and would take an even more dangerous course. Throughout the world there are many
countries where as a result of delayed reforms the situation is outrightly tragic.

The programme of reforms offers the economy some features of efficiency, dynamics and
rationality, and through an opening up of the economy to international markets makes it face
competition. Of course the application of the specific cure to the economy cannot immediately
reverse the regressive tendencies. On the contrary, the requirements for the transformation of the
production apparatus of a sick economy temporarily intensifies its incapacity, It is only after
some time that the bottom of this singular depressive funnel will be reached and that there will
be a chance to start on the way "up", towards a more efficient economy and a higher social
standard of living.

The travesty of this depressive funnel - t¢ use a comparison with an ill patient - is that all
costs (losses) are resulting from the fact that the economy is sick, and that the system is
functioning wrongly. However the process of reforming - the process of cure the emergence of
the economy from the depressive funnel, the starting of the march upwards, all are related to
specific social costs. These are first of all inflation, unemployment and, often so, ineffective
allocation of investments in the reformed economy. The former allocation criteria are no longer
in force and new one are lacking or are hardly recognized by the investors. Furthermore, the
changes in the establishment also causes specific costs. The criteria of selection of the ruling
elites, in most cases, are of political nature. Hence, the economy must often pay for the basic
ignorance and lack of practical experience of the new decision makers in controlling
macro-ecoOnomic structures.

An important issue remains: how deep can the depression be in the reformed economy? This
is in essence a question of scale of the social costs which must be incurred in the process of
reforms. As experience shows, this is a question specific to each country in particular. In a
typical way each country had "dug out" its depressive funnel, through devastation of the
production potential, degradation of the natural environment, the growing debt or the destruction
of the spirit of entrepreneurship. In Poland, if this is to be measured by defining the standard of
living in comparison with that prior to the reforms, these costs may be estimated at 17 to 20 per
cent. There is no doubt that a similar figure would be true also in Hungary and Czechoslovakia,
while in the former Soviet Union and Bulgaria it may be as high as 30 to 40 per cent,

The passage through the economic depressive funnel and the achievement of the success of
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reforms come about, on the one hand, of the social determination (a very capricious material) and
on the other hand through the intellectual range, both in programming the concept of reforms
(goals, principles and instruments) and also by the effectiveness of the control of their
implementation. It turns out that in all the reforming countries the basic elements of the concept
of economic reforms were very similar, i.e.: the control of inflation, achieving an equilibriur
on the market, conversion of the national currency, privatization of the national economy, etc.
Therefore, the construction within the macro-economic sector of a scenario of reforms is
relatively easy. The problems start when putting into practice the reforms of the national
economy,

As a result of the gradual reform of national economy, less drastic both in form and depth, a
decline of production and social income is recorded, although it extends over a considerably
longer period of time. It takes a longer time to reach an equalization of the real efficiency of the
economy and of the social level of existence; therefore the period in which the economy and the
consumption achieve a level comparable to that prior to the reforms is considerably longer.

Apgain, as shown by the experience of the reforming countries, the selection of the paths of
reforms, leading to success, is a very important factor in the reforms strategy. Countries facing
the necessity of economic reforms can choose one out of three strategic options (Figure 1), i.e.:
1. A radical "shock strategy", resulting in high social costs, a rather deep decline of incomes
and in consumption but lasting for a relatively short time. After a period of radical changes the
reformed economy acquires dynamics and permits the rapid rebuilding of the level of
consumption and further "healthy" growth. In this model the social costs are high but they oceur
over a short period. This strategy model may be applied when reforms have social and political
support and when the standard of living permits its further decline withoot endangering the very
biological existence of a substantial part of the population. The former Soviet Union, for
example, according to official statistics, has approximately 20 per cent of the society living
below the minimum biological needs, therefore the use of the radical model of reforms does not
appear possible,

2. A strategy based on gradual reforms, extended over the time. This is a strategy with
comparable or higher social costs than the radical variant, although spread over a longer period
of time. However, so far this strategy has never been successful,

3. A strategy for maintaining the status quo, This is a strategy based on the failure to reform
the economy or on a return of the process of reforms to the former model. This type of strategy
results in the highest social cost and makes it difficult to undertake reforms in the future. The
path of the radical approach, often called the "shock"” method, means an all at once suspension
made at "zero" hour, of the hitherto principles regulating the functioning of the economic system
and the introduction of new principles. The areas of radical decisions of the economic reforms
are very characteristic: the blocking of the inflow of "empty" money, abandoning prices control,
commercialization of credits and savings in banks, opening the national economy to international
markets.

As a result of the radical approach one can observe a deep-and relatively rapid equalization
of the real efficiency of the economy and of the standards of living of the society. As shown by
experience, this state can be achieved within weeks or a few months. It is the point from which
the economy, the standard of living either decline into the so called stagnation niche or begin the
arduous path of growth, climbing the upwards curve. I this is the path of growth, then conditions
exist, in such a way that in a relatively short period of time the particular country can achieve
such a level of economic development and social consumption, as it was the case prior to
undertaking the reforms.

The path of gradual approach in reforming the economy does not have one point from which

24



the reforms commence. Suspension of the principles regulating the functioning of the hitherto
gystem is gradual, similarly as the implementation of the new principles. Prices are released
gradually, the outflow of "empty" money is also blocked gradually. The approach is similar as
regards the commercialization of credits and the import and export opening up of the national
economy.

As a result of gradual reform of the economy, a less drastic decline, in form and in depth, of
production and social standard of living takes place; however, it is extended over a considerably
longer period of time. It takes also a longer period of time to achieve the equalization of the real
efficiency of the economy and of the soctal level of existence. Therefore the period in which the
economy and consumption achieve levels comparable to those prior to the undertaking of
reforms are considerably longer.

A consequence of the choice of the strategy of reforms is a complex dilemma: either to apply
a uniform treatment to alf sectors of the economy in all regions of the country, or to create
specific preferences for certain sectors or regions. As it was pointed out before, the sense of a
radical path consists in an equal treatment and scope of economic rules for the whole economy,
excluding privileges for specific sectors.

The radical ("shock") stage when reforming the economy implies a particular danger for the
agricultural sector, creating a risk of destroying it. For many reasons agriculture, in comparison
to the performance of the non-agricultural sectors of the national economy, is/a sector less
effective in the transformation of outlays into effects. Agricultural production is usually highly
subsidized, therefore the elimination of subsidies and the import-export opening up of the
economy expose this sector to the hard test of often unfair external competition, since in most
cases agriculture in the economically developed countries is subsidized to a large degree.
Moreover, agriculture is a sector regulated to a high extent by legal instruments and a complex
system of institutions, therefore it is only to a small degree prepared to accept the market rules
of the game; notwithstanding the fact that the defenge of the level of consumption of the urban
population encourages seeking external sources of food aid, which in general brings about
negative consequences for domestic farming,

However, taking info account the share of agriculture in the national economy of the average
developed country, the creation of preferential conditions for this sector during the period of
radical reforms of the economy will lead to undermining the whole process of reforms. It is easy
to demonstrate this using the example of Poland.

The food sector in Poland employs more than one third of the national manpower, uses about
40 per cent of the production assets in the economy as a whole, whereas the expenditure on food
represents over 50 per cent of the average family budget. The "exclusion" of such a large sector
from the regulation regime of the reformed economy, granting it special privileges in bearing the
costs of reforms, would lead to the erasure of the meaning of reforms already at their starting
point.

Defining the issue of Inter-economic Cooperation within Central and Eastern
Europe as a prerequisite to integration between Eastern and Western Europe

The process of reforms and transformations of the social and economic system in the CEE
countries is taking place in a period of particular historical tensions. The new establishments of
State authority are in dramatic search to prove their credibility through the success of the process
of reforms, the functioning of the new economic systers, based on market principles and
institutions is a key. Thus, one notes that in the part of Europe in question no marked economic
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