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Foreword

The political, structural and economic changes which have occurred and are still occurring in
Eastern Europe and the USSR clearly have a strong influence on the agrolivestock sector in
Europe and in the Mediterranean area. Agricultural productivity in Eastern Europe has cer-
tainly tended to be rather low. Food prices, including those for animal products, were heavily
subsidized and thus were kept down; this led to a fairly high food consumption in relation to
average income. Demand tended to exceed supplies and frequently food had to be imported.
In contrast, agricultural and livestock productivity in Western Europe resulted in market
surpluses which were exported o Eastern Europe and the USSR.

The new politico-economic changes which are taking place in Eastern countries are beginning
to open the market there, with a tendency to increasing imports from the West both on a com-
mercial basis and as food aid. The eventunal elimination of food subsidies may result in a
reduction in food consumption. In turn, the incentive which may be created by switching to
market economy will tend likely 1o increase production and thus a reverse of situation will
induce Eastern countries to export more to the West in want of hard currency. More rational
and efficient exploitation of the major livestock potential which exists in Eastern Europe might
even turn into surpluses. This would mean that Europe — and Western Europe in particular
— would be confronted with a global production growth and a contraction of matkets for
animal products in Eastern Europe.

In front of these complex and somehow contradictory situations, further to the wish which
was expressed early in 1990 by Hungary and Poland, the delegates of five East European coun-
tries, on the occasion of the 1990 EAAP annual meeting in Toulouse, (i.e. Bulgaria, Czecho-
slovakia, Hungary, Poland and Yugoslavia) formally requested that an ad hoc meeting be
organized to seek advice at high level from competent organizations and individuals on the
situation of the livestock sector in Eastern Europe and the USSR.

The European Association for Animal Production, together with FAQ and the National
Research Centre for Animal Breeding and Nutrition in Hungary, agreed to organize a Round
Table on the subject in Budapest.

The objectives of the meeting were as follows:

— to review and evaluate the current status of animal production in Eastern Europe with
reference to recent changes in policies and trading opportunities;

— to identify and outline the major challenges and opportunities relating to the further
development of livestock production in the region;

— to discuss and evaluate the relevance to Eastern Europe of livestock strategies as practised
in Western Europe;

— to identify and discuss the main aspects of livestock policies, market demand and the
opportunities for development; assess the future global European trend of the livestock
production sector;

— toidentify and discuss key areas where internalional support is needed in Eastern Europe.,

The Round Table was attended by 46 delegates from 14 countries, of which 6 were Eastern
countries. Six international organizations, i.e. FAQ the World Bank, EEC, OIE, WAAP and
EAAP were represented.




Inthese proceedings the conclusions of the Round Table are presented together with a summmary
of the discussions and the texts of the various country statements and working papers which
were introdnced.

It is the hope of the organizers that this Round Table contributes to enlighten the problems the
livestock sector in Eastern Europe is confronted with and to solving them.

A, Nardone
President EAAP




Conclusions

E.P. Cunningham, C, de Haan, L. Fésiis, P. Horn, H A. Jasiorowski, K. Meyn, A. Nardone
and AJ, van der Zijpp. :

Problems of the market

In most East European countries, severe problems of market imbalance exist. Export markets

fell away first in the EC and parily because of EC export policy also in third countries. Tra-

ditional export markets in the Soviet Union have declined. Domestic demand has dropped (by

30% in Poland). Furthermore, high quality food imporis from Western Europe have eroded

local market opportunities. A solution of these problems will require actions varying from

country to country and sector to sector, but will include the following:

— Optimization of domestic demand.

— Increase in export opportunities to EC markets. It might be beneficial to improve the ratio
of calf imports to that of meat.

— Help rebuilding export opportunities to USSR.

— Increase in exports to the world market, particularly the Middle East.

— Adjusting production to available markets by developing an active land use policy thatem-
phasizes economic efficiency, including, where necessary, less intensive forms of produc-
tion and shifting land use to other commodities, including forestry and energy crops.

Restructuring production resources

In all countries except Poland and Yugoslavia, family scale farming has been replaced by large-

scale State farms or collective units. In all countries, privatization of land tenure is now the
object of public policy. Both the transitional process, and the choice of ultimate farm structure
present major problems for the livestock industry. During this phase several enterprise forms
will coexist, but these different units (family, collective, state farms) should all receive com-
parable treatment, in terms of taxes and charges (including for land) and access to services and
inputs (especially high quality feed, which in the past has been monopolized by the social
sector).

In the transitional phase, the collapse of guaranteed state purchasing arrangements are likely
to cause the economic collapse of many of the large state or collective units. Competition be-
tween the different forms of farm structure will be exacerbated and uncertainty over future
structures makes economic planning difficule,

The structural goal needs careful planning, and in the new circumstances, also needs o be
acceptable to the electorate. In Bulgaria and Romania, new land laws propose a return to the
ownership pattern of 40 years ago. Whatever claims this has for social equity, it is likely to
create enduring problems of uncompetitiveness in agriculture generally and the livestock sec-
tor in particular. Similar problems are faced in Poland and Jugoslavia, where economic history
has preserved a numerous class of small-scale peasant farmers. In Hungary, cooperative arran-
gements have evolved linking private (part-time) farmers with large-scale collective units.
Should these structures be preserved? Under the existing system, part-time farmers are linked
to large or medium scale units, and this pattern is alsolikely to persistin the future. The complex
questions of farm structure need to be tackled as a matter of high urgency.




Human resources

Very great efforts will be required to develop appropriately trained and qualified manpower
for the restructured livestock indusiries of Eastern Europe. Activities which will require signi-
ficant attention include:

— Technical and business training for farmers on a massive scale. This should include oppor-
tunities for significant numbers to experience the operation of farming systems in West
European countries.

— One result of recent history is significant overstaffing of many social and State institutions,
The necessary adjustments will require large-scale retraining programmes.

— Revised training programmes will be needed for the various categories of professional staff
(veterinarians, animal science specialists) for the livestock industry, In particular, training
in business management techniques will be required for appropriate staff groups.

— Large new programmes of foreign training opportunities will be required, as the best way
of transferring the best experience of Western farming to the East.

Financial structures

Livestock production is capital intensive. The move to a market economy- greatly increases

the exposure of production enterprises to financial factors. Furthermore, the rapid moderni-

zation needed in many East European countries will require substantial investment not so much
to increase overall output but to improve efficiency and the quality of the end products.

— Urgentstudies are required to quantify investment needs for different sectors in the livestock
industry.

— The development of sources of finance will also be required. This will include the channe-
ling of sectoral finance from major sources (World Bank, EBRD, EC Development Bank,
European Investment Bank) 1o segments of the livestock industry. Investment capital from
farmers® savings should be considered as a most desirable source of financing and should
be encouraged.

— Close study of the experience of borrowing for the livestock industry in Western countries
in the last two decades is recommended, so that a repeat of the crises there may be avoided.

— Financial risk may be reduced by vertical integration in sectors of the livestock indusiry.
There are several models of this, and these should be studied.

— The question of land title needs o be resolved at an early stage, since land is the normal
collateral in agricultural lending.

New roles for the state

The change from command to market economy envolves a great reduction in State involve-

ment in all of agriculture, including the livestock sector. However, there are important functi-

ons, some new, which can only be exercised by the State. These include:

— Legislation on land ownership. .

— Legislation to facilitate and regulate trade.

—~ Establishment of regulations on environmental protection, protection of the consumer, wel-
fare of animals and quality of the products.

— To a certain extent, State intervention may be required in market stabilization for certain
products.

— Toa varying degree, the State may be involved in veterinary, extension and research servi-
ces, as well as in aspects of financial servicing of livestock production.



— Identification of the State’s role in quality control of inputs and outputs and of the aspects

of financial services which require the involvement of the State.

Research and extension

L.

In research, the greatest emphasis should be on appropriate applied programmes adapted
to new orientations and structures.

Research staff and institutions should be put in active dialogue with and accountability to
the end users of their work.

Models of competitive research funding should be studied and, where appropriate, used.
The number of research institutions should be reviewed so as to adapt it to new require-
ments.

In some countries, extension services in the Western sense do not exist and will need to be
developed.

There is real need to study not just the past history and successes of Western research and
extension activities, but also the active current changes taking place in these systems, and
to study the drastic changes to be expected in the move from large farm capital intensive
to family farm labour intensive operations and define the best research and extensive
approach.

Producer organizations

The term cooperative has a different meaning in Eastern and Western Europe. In Eastern coun-
tries, it generally refers to farming activities, while as in the West cooperatives are normatly
involved in providing inputs, services or processing functions.

These kinds of input, service or processing cooperatives will largely need o be developed
from the beginning in Eastern Europe.

The questions of fundamental cooperative law need to be established, including questions
of ownership.

As in Western Europe, some current Government functions, such as milk recording, could
be operated on contract by producer cooperatives.

The tradition of ‘top down’ cooperatives, largely transmitting state initiatives, needs to be
teplaced by a ‘hottom up’ system, where the initiatives come from the producers.

The possibility of developing a twinning system, whereby successful Western producer
cooperatives undertake to transfer their experience to the East should be explored.

[ Globalization

The opening of Eastern European economies confronts producers there with many new chal-
lenges.

International trade must be conducted in hard currency, and within the framework of GATT
rules.

Technical norms for international trade (e.g. for animal health, product quality, residues)
must be observed.

The domestic supply services must compete with international sources for such factors as
breeding stock, information, agro-chemicals.




Feed supply and balance

Throughout East Evropean countries, energy feeds for livestock production are generally in

good supply. Extensive areas are devoted to forage production, while feedgrain production is

also well developed. A major exception is the Soviet Union, which in recent years has been

importing up to 10% of its feed requirement. However, in general, protein sources are deficient,

This deficit reduces the efficiency with which energy feeds are converted, particularly in pig

and poultry production. Urgent attention is therefore required in following directions:

— Research and development work on expanded use of new or existing protein crops. Such
a programme has had some success in Western Europe, and should be studied.

- Development of the possibility of manufacture of specific amino acids.

— A broad range of actions designed to improve the quality of forage feeds.

— An updating and modernization of feeding standards and methods of estimating feeding
value, :

Product quality

Itis acknowledged that the range and quality of livestock based food products in Eastern Euro-

pean countries contributes largely to their uncompetitive position in the free market. Substan-

tial attention will therefore need to be paid to the following: ’

— Investment in product diversification, either through indigenous application of existing
technology, or through joint ventures with companies which have the expertise.

—~ The adoption of competitive quality standards, both for domestic and export markets, and
the installation of quality control programmes to meet these.

— Investment in improved packaging and presentation.

— Investment in market promotion activities,

— Increased efforts to improve quality so as to become more competitive in the export market.

— Coherent policies regarding the food aid imports, so as to prevent unfair competition with
locally produced products.

Food industry modernization

The early experience of competition between West and East German food industries has shown

the necessity for radical reinvestment and muodernization in the East. Tt is estimated that pro-

ducer prices for dairy and meat products are depressed by more than 10% to compensate for
inefficiency in the processing sector. A radical programme of modernization will therefore be
required. The following issues need attention:

— As for much of the economy, the guestion of ownership needs to be resolved.

— Investment to new technology will be required on a large scale.

— The provision of finance will need ta be organized, though on a selective basis, in order o
develop strength and potential, rather than to provide continuing support for outdated
companies.

~ Joint ventures offer advantages as regards easy access to western knowhow. The correct
timing for investments in the food industry modernization is of major importance.



Environmental questions

Apart from their intrinsic domestic value, stringent environmental controls, comparable to

those operating in West European countries, will be a requirement for the livestock industry

in East European countries also. The following aspects will need urgent attention:

— Environmental impact studies to assess the extent of current problems.

— Particular attention to environmental questions in the restructuring of some of the very
large-scale concentrations of animal production which now exist,

— Adoption of efficient methods for storage and application of manure and slurry in relation

to environmenial status,

Active international dialogue on cross-border consequences of environmental poliution.

Filling information gaps

The future development of the livestock industry in Eastern Europe will require a much more
intensive array of publicly available information on a range of topics. This will in many cases
require urgent baselines studies on such topics as:

— Technical and economic analyses of production systems.

— Economic analyses of comparative advantage of different regions and countries.
Technical studies related to land use planning,

Studies on market requirements and potential.

Development of the process of providing such information, through the stimulatiorf of inde-
pendent University or institute based groups, as well as by consultancy firms.

§

Roles for different organizations

— Apart from the existing national authorities in each country, there are substantial opportu-
nities and in some cases necessities for the involvemnent of intemational organizations in
the future development of the livestock sector in Eastern Europe.

- Primary emphasis will need to be given to the international banking sector, including the
World Bank, the European Bank for Recenstruction and Development, the European In-
vestment Bank and the EC and its development funds.

— Much of the process of technology transfer, and development of the technical solutions to
problems in Eastern Europe can be facilitated through FAQ in cooperation with the World
Bank, WHO and OIE as may be appropriate and by direct conmmnunication both at official
and professional levels between the East and West.

— Professional Organizations such as EAAP, with a tradition of interaction between East and
West and a capability to easily enlist the experience available in Western Europe, can play
an important role in assisting the East European countries in improving the efficiency of
their livestock industry and in facilitating the transition between centrally planned and free
market economy. This would better be achieved through a specialized working group, to
be established, which would report at intervals to participating organizations, The matter
should be investigated further at the next EAAP Meeting in Berlin in September 1991,




Summary of sessions

J. Renaud and J. Boyazogiu

Introduction

The Round Table was opened by HLE. Doctor Gergdtz, Minister of Agriculture of Hungary,
who sketched the present situation of the livestock sector in Eastern Eutope within the context
of recent changes. The Minister, having expressed his belief that “Europe has started the pro-
cess of getting united and to raise the level of society, of economy and the standard of living,
reducing at the same time differences between countries....”, stressed the importance of restruc-

.turing this sector of agricultural economy. Statements by the President of EAAP and the Direc-
tor of the Animal Production and Health Division of FAO were presented then. In total seven
country statements and 17 working papers were introduced during the meeting.

Session 1

In many respects the situation which was described by the speakers is very much simifar in
the seven countries with however some differences from country to country is specific sectors.
The main issues can be summarized as follows:

o Domestic demand declined in recent years in Poland, Czech and Slovak Republic and
Yuogoslavia, and as a result surpluses developed. This phenomenon was exacerbated by the
decrease in exports to the USSR which was not compensated by an increase in exports to
Western Europe. Todate sarpluses exist in all Eastern countries but Romania.

o Large scale industrial production prevails in five countries, i.e. Bulgaria, CSFR, Hungary,
Rormania and the USSR, while the privare sector combined with large scale units mostly
for poultry and pig production prevails in Poland and Yugoslavia.

» Privatization and land reform have been initiated or announced in all the countries; however
itis too early to make any reliable assessment with regard to the possible impact on the ani-
mal sector,

o Adjustments of the sector in accordance with market signals and effective demand should
also include search for quality and special products.

» External assistance which was launched by the Group of 24 for an amount of 10 billion
Ecu included food aid, technical assistance to agricultural restructuring and the promotion
of investments.

s Improved access 1o Western markets for products from Central and East European countries
Tepresents a vital component of the Group of 24 and of the Enropean Community policy in
support of transition to market econotny.

In medivm to long term, Bast Evropean conntries have a very great potential for agricultural

production and it could be expected that they will seek improved access o Western markets,

This might stimulate tade and economic cooperation, in particular in the food processing

sector. Hereafter a short summary is given of the main features as they appeared in each case

from the country statements.




Hungary

In Hungary, from the total land available, i.e. 9.3 million hectares, 70% is suitable for agricul-
tural activities, 18% is forest, 54% of the total value of agricultural production comes from
the livestock production sector.

At present 133 state farms, 1247 cooperative farms, and approximately 1.5 million private
farms — most as part-time farmers — are engaged in some kind of livestock production. The
great majority of the private farmers have no land of their own, therefore they rely mostly on
feedstuffs produced on the large scale state and cooperative farms. A great variety of coope-
rative and contract systems link the private farmers to the state and cooperative farms. Private
farmers account for 30% of beef production, a significant part of pig and the largest part of
rabbit production.

Most of the basic feedstuffs are produced locally (inaize, wheat, barley, silomaize, perennial
leguminous species). The utilization of grassland is far behind the potential possibilities (1.2
million ha). The present Hungarian fodder plant production structure is protein deficient in
relation to the needs of the animal population, therefore regular protein rich feed imports —
mainly soya — are necessary.

The processing industry has a larger capacity than actually needed. The meat industry is
represented by 19 state owned plants, and 400 medium and small units owned by cooperative
and state farms. From the 29 poultry processing plants, 9 are state owned, the rest are owned
by cooperative and state farms, Many of them have been modernized and reconstructed recent-
ly. This renovation was financed by the World Bank and from other loans.

Privatization in progress at present will have a great impact on animal agriculture, affecting
both production, processing and marketing. Hungary has a long tradition in large scale animal
production.

The Hungarian animal agriculture as a whole is one of the most competitive ones by inter-
national standards, compared to many other industries. Therefore it would be of vital impor-
tance for Hungary and its economy to reach international agreements to liberalize the trade of
agricultural products.

Bulgaria

Livestock production continued to grow (about 1% per year) during the last ten years in spite
of a general crisis which affected the agricultural sector. The private sector (now mainly in the
form of auxiliary farms with 0.5 to 1 ha land) accounts for 43% of beef, 41.1% pork, 25% of
milk and 49% of egg production. It is expected that the transition to market economy would
speed up the development of animal production, mainly to cover internal demand (10% of the
total production is for export — 15% of sheep and lamb).

Basic problems are: shortage of feed (65% of genetic inherence of cows is being imple-
mented), poor utilization of pastures and low production of fodder crops.

The new land law establishes private ownership of 1and (20 to 30 ha), reorganization of the
existing producers’ cooperatives (internal privatization, voluntary membership, rents and their
transformation into joint stock companies).

-

Czech and Slovak Federal Republic

The country has reached self sufficiency in all the basic commaodities, and a relatively high
meat consumption (90 g/p.c.). The agricultural sector is going through a wide economic re-
cession: high-input, intensive production supported by a set of economic measures, including
relatively high subsidy. Transition to market oriented economic system has been accompanied
by inflation (850% in 1990) and the decrease in demand for more expensive food, particularly
beef, milk and dairy products. Liberalization of prices, an increased economic independence

10



of agricultural enterprises and reduced internal demand, coupled with the reduced export
possibilities will lead to a reduction in cattle populations.

Exiernal assistance is needed in order to overcome the actual difficulties, tmainly in the form
of an increase in export quotas for beef and in the provision of technical assistance for agri-
cultural restructuring,

Poland

The Polish agriculture is characterized by high labour input (30% of the population is engaged
in agriculture) and small fanms; the average farm size is about 6 ha, with two cows. 76% of
the land is owned by private farmers. The animal sector accounts for 46% of the agricultural
GNP. Shortage of protein feed is among the key reasons for low productivity.

Domestic demand has declined, but surplus cannot be exported due to trade barriers and
high competition on third markets. Moreover, the domestic market has been opened for cheaper
foreign products.

Future developments will include improvements in productivity and quality of the products.
Agrarian structure may not improve in the near futore, and agriculture will remain a labour
intensive activity for some time. The state farms will be privatized, but it is not yet known in
which way. Other meagures, such as improvements in breeding programmes, training and ex-
tension, research support and subsidy have been also foreseen.

Romania! .

Meat consumption has reached the level of 64 kg per capita. Since 1990, the export of beef
cattle and lambs has been drastically reduced, and there will be no export surpluses in the near
futere. Animal production has been affected by feed shortages (drought and re-privatization
of land).

USSR

The country has an enormous potential for animal preduction, particularly through a better
utilization of pasture land, the increase in cereal output, animal breeding and optimization of
the production structure.

However, the actual situation and the short term outlook are notencouraging, The economic
crisis has affected all branches of national economy, including the production of exportable
items, which in turn cansed the decline in importation of all goods, including agricultural pro-
ducts. A further decline in the importation of animal products could be expected.

Yugoslavia

88% of the tand is owned by small private farmers {the average farm size is under 6 ha) who
have additional income from non-farm sectors. The country is characterized by a great variety
of ecological conditions, types of agricultural production and differences in the levels of de-
velopment.

Agriculture accounts for 9% of the total export (US$ 1150 million out of US$ 12500
million). The annual export of animal products is in the region of US$ 450 million. The rela-
tively high level of export of animal products to the EC has been retained due to the high qua-
lity of the products and to particular arrangements.

1 The text of the country statement by Romania was not received in time for insertion in the proceedings.
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The agrarian policy is aimed at re-privatization, restructuring/increasing farm sizes; realloca-
tion of production in accordance with feed availability; stimulation of market orientation,
entrepreneurship and quality products; protection of environment and assistance to least fa-
voured areas.

Session 2

The paper on future markets for livestock products concluded that prospects of demand were
rather unfavourable in a large part of the World and the outlook for export opportunities for
East European countries appeared to be very limited. It was felt that over the next years to
come anima! production may have to be reduced significantly in both Eastern and Western
Europe with a shifting of emphasis from quantity to quality.

FAQ activities in general, its support to agricultural restructuring and to relevant activities
in the field of animal production and health in Eastern Europe in particular, were described.
While referring to specific assistance to individual countries in the Region, the support provi-
ded by the East European countries and the USSR to FACQ programmes in developing countries
was also acknowledged. It was pointed out that although FAQ could provide only technical
assistance but neither capital nor commodities, such as feed which had been requested in recent
years, the organization cooperated closely with national institutions and international bodies
involved in providing assistance to economies in transition, such as the World Bank, IMF, EC
and ECE. -

The role of private and state interests and organizations in farming and food processing and
distribution in the various countries of Eastern Europe in the recent past was discussed, While
it was not easy to say what the optimum farm size might be in future, it was recognized that
there was a need for more competition and greater efficiency in food processing and marketing
as well as in providing inputs to farmers. In spite of the gloomy prospects for international
trade, it was felt that exports of animal products, especially quality food, should be considered
as a potential source of growth, as domestic consumption was decreasing in many countries
of the Region. Reference was made to the past, present role and future plans of the World Bank
with regard to lending activities to the various sectors during the next three years.

The experience gained during the integration of the former German Democratic Republic
into the European Community and its common agricultural policy were discussed. Agricultural
cooperative farms in Eastern Germany were facing severe difficulties which were aggravated
by their cooperative status, being production rather than marketing cooperatives. In principle
long-term perspectives for animal production in Eastern Genmnany were rather promising, but
there would be increased regional concentrations which would be dominated by large and spe-
cialized farms.

The discussion focussed on adjustment of output, export opportunities for East European
countries and future roles of private and cooperative and state farms. Regarding the last point
probably some kind of coexistence of various farm categories will persist. Although there
appeared to be an agreement that there is a need to adjust animal output in Europe as a whole,
some participants felt that adjustment, notably through extensification, might be easier in
Eastern Europe whereas others felt that extensification was not a way out of present problems
in that part of Europe where off-farm employment opportunities were very limited. The need
for adjustment due to environmental problems was generally recognized.

Export opportunities were not considered to be favourable though there were prospects for
specialides. However, several speakers believed that access to the EC market would remain
difficult and traditional exporters would be greatly helped if subsidized competition by EC in
third markets were reduced. Because of recent liberalization of imports, some exporting coun-
tries were even facing such subsidized competition from EC surplus products in their home
markets. Recent policy changes in Eastern Europe and the former GDR have been detrimental
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to the sheep sector, as wool was no longer protected. There was some discussion on whether
present large imports of young fattening calves from Eastern Europe, notably from Poland, to
the EC should not be replaced by shipments of beef; no agreement was reached.

Prospects for trade among East European countries were also not favourable and the USSR
anticipated a reduction in imports of livestock products, partly due to foreign exchange con-
straints.

Session 3

Three papers were presented and discussed on feeds and feeding, breeding and characteris-
tics/quality and control of animal products for human consumption, respectively.

Feeds and feeding were identified as one of the many links within the chain of the livestock
production systems which affect many of the other related aspecis, i.e. feed production and
purchase, composition of rations on the farms, feeding management, etc. Feeds and feeding
appeared to be a field very much related to transfer of knowledge from research to the farms,
All these aspects were illustrated and examples were given of the significant differences which
exist in this respect between countries in Eastern and Western Europe.

The problems related to the provision of imported breeding stock were reviewed, some
policy issues were identified and proposals made for further scenarios. Problems include a
shortage of trained breeding specialists and of managers with commercial experience, a lack
of appreciation of real demand in a market economy and of variations ameng countries and/or
among sectors within a country and in general a tendancy to see all problems as unique. Policy
issues referred to concerned the speed of changes, the provision of education and training, the
type of export products to pursue, the need to introduce grading schemes and quality payment
and the extent to which genetic policy decisions should be handed over by the States to the
private sector.

'The paper an characteristics/quality and control of animal products for human consumption
presented an exhaustive review of systems in use and of the many difficulties which have to
be solved still before a uniform internationally accepted set of measures — and relevant regu-
lations — is accepted. This is not even accomplished in the EC as yet. The paper stressed the
differences in evolving assessment and priorities in countries with surplus food or with in-
adequate food supply. The parameters to which the problems of quality are linked were identi-
fied and elaborated upon.

In the presentation of both papers, on feeds/feeding and breeding, it was made clear that
bridging the existing gaps will take time and will require important investments; this is the ex-
perience which was gained from the evolution of the sector in Western Europe. In order to
avoid contraproductive decisions it is important that a step-by-step policy be applied. A consi-
derable amount of time and thus of money will be saved by using shortcuts in applying both
advanced Western breeding and feeding technologies; however,one should be careful not to
loose the valuable genetic material which exist in Eastern countries and can be competitive if
export markets are not lost as it may happen otherwise if breeding organization are bought up
by strong foreign commercial companies. Therefore, it was felt that genetic improvement
should not be based on imporied breeds only. Joint ventures may be seen as a means to protect
both parties’ interests as each partner must bring something different, obviously within the
context of new choices to be defined by the governments. Both in the fields of feeding and
breeding West European countries experienced some drawbacks as a consequence of growing
concern in the society about human health and environmental pollution. Although in East
European countries such a concern has little priority as yet, the authorities should anticipate
such evolution and take appropriate orientations in due time.
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Session 4

This session was devoted to the presentation and discussion of the role and possible evolution
of the Services in the future. Four working papers were presented on Research, Extension
Services, Animal Health Services and Producer Organizations respectively.

The demand for animal products is still increasing in Europe. It is met by an increase in the
number of birds in the pouliry sector, whereas in other species, inclnding large animats, there
is a decrease in numbers and an improvement of their productivity. In this context, Research
must help maintain competitiveness of animal products, to develop new products, to decrease
production costs and to preserve soil and water. Several classical approaches in the field of
research remain and are still valid and efficient such as genetics and selection, reproduction,
feeding and nutrition; however new approach elements emerged as BLUP, disease resistance,
embryos and growth manipulation, improving human nuirition through increasing the guality,
safety and image of the products are new emerging challenges. In the new target of research,
more emphasis is needed and should be placed on basic and applied research to increase effi-
ciency of animal production.

Regarding Extension Services a short description was given of the evolution, tasks, structure
and funding in Western Europe and USA with the main emphasis laid on the tasks of extension
services within livestock production activities. As the Danish model differs from that in other
countries or regarding the degree of centralization, it was described separately. In this connec-
tion it was pointed out that in Denmark it is actually a market controlled extension service
which is entirely managed by the farmers. Extension services cover the specialized parts of
advisory services or the overall field and hence the whole range of activities required in support
of the development of modern and efficient livestock production; however it focuses on
primary production aspects, trying to convert research results into wholesome quality products.
Beside the organizational background of the extension services, it was found necessary to
involve the states in funding extension services: to stimulate production after the Second World
War when there was a scarcity of food, to increase efficiency of production and release by
doing so manpower for urban industries, to reduce food prices and to provide farmers with
collective guidance in support of their activities.

Following substantial political, social and econontic changes in East European countries
the Animal Health Services are also being revised and reorganized. The paper which was pre-
sented described in brief the history and achievements of these countries with regard to
protection and control of animal diseases and their contribution towards an improved situation
throughout Europe. The development of animal health services and the major problems con-
cerning their development in Eastern Europe were debated, also in connection with in- creasing
demands for better quality food of animal origin for export to Western Europe. Principles for
future development of animal health services under decentralized, privatized and market eco-
nomy conditions were suggested. A reasonable balance between governments and private
services in respecting the needs of both the general public and the individual breeders and
producers was stressed.

The paper on the role, possible evolution and future structure of Producer Organizations
gave a review of those existing in the livestock industries of six member countries in the EC,
i.e. in Denmark, France, Germany, Great Britain, Italy and the Netherlands. Producer organi-
zations were classified as support, input supply and marketing services. These activities in
animal health, management, feeds and feeding, breeding as well as in marketing and processing
were reviewed. It showed a striking similarity in those countries where livestock producers
are predominantly family farmers. Faced by competition in the market and rapid structural
changes on the farms, the service organizations tend to become larger. Influences from the
market to orient production are expected to increase in the future.

There was a consensus about the role and fundamental importance of research as an instru-
ment of communication between scientists in the East and the West, on the need to introduce
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new technology in Eastern countries and to develop exchanges between the universities and
research institutions. Training programmes should be adapted so as to make students more
aware of new/advanced technology. Actually, although the need for strengthening research
was recognized, it was felt that Eastern Block countries scemed to have too many, rather than
too few, research workers and it is very likely that their number will have to be reduced,
readjusting budgets on this occasion to allocate more funds to research means or for program-
mes in biotechnology, ecology and ethology. Obviously there is also a need for bringing
facilities and programmes to the level of what they are in Western Europe. Priority should be
given to applied research both because costly basic research cannot be afforded and because
there is already an enormous amount of results to be translated into practice. Western institu-
tions may be in a better position to monitor further activities in the field of basic research. The
role state farms may play in applied research and in breeding development programmes was
stressed as an alternative to their pure and simple closure; as the lack of land available for ex-
periments in Western institutions has been a severe shortcoming when trying to develop re-
search programimes. Advantage may be taken when land is cheap to undertake intensive
comparisons of production systems. Scarcity of funds allocated for research in agriculture
would command to allocate these resources to well identified subjects, avoiding duplication.
Education/training of young research fellows was said to deserve high priority.

Extension services were recognized as a fundamental element of progress in the present
evolution of livestock industry and an essential instrument for the transfer in practice of acqui-
red research results. In the same way its role in respect of advisory services to farmers is of
paramount importance; however, the difficulty in establishing contact with and giving assis-
tance to most of the farmers was said to be a major problem, In the future, in countries where
extension services to large scale agriculture might be provided through private companies,
government agencies entrusted sofar with this kind of service may have difficulties to remain
competitive when advising larger farms,

Organization and management structures of Animal Health Services should be adapted to
the conditions prevailing in individual countries. Control of those animal diseases considered
as being of importance (O.LE. lists of A and B diseases), as well as veterinary public health
activities, should remain the responsibility of governmental veterinary services. Where priva-
tization of animal health services is to take place, the duties assigned to private veterinarians
should be individual treatments of animals and control of production associated diseases.
Private veterinarians may be entrusted with certain official duties, provided (i) they accept the
civil service discipline, (ii) they are under the anthority of and are paid by the Animal Health
Service. Funding of national programmes for disease control from sources other than the
regular governmental budget would be acceptable provided there is no direct payment of the
veterinary staff by the user. Adequate planning of staff requirements should be developed so
as to avoid unemployment of privatized veterinarians. Where decentralization is to take place,
arrangements should be such as to give a legal basis for the whole transformation of animal
health services and the indispensable authority to the national veterinary services so as to en-
sure that exported livestock or livestock products fulfil the requirements of importing coun-
tries.

The paper on the role, possible evolution and future structure of producer organizations
was well received and there was a consensus among the participants both regarding the analysis
which was presented of the present situation and the evalution to be expected of these orga-
nizations. '
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Session 5

This session covered the following topics, i.¢. environmental issues, animal welfare and ethics,
with a discussion on these two subjects; then marketing research and consumer attitude on the
one hand and availability of credit for livestock in Eastern Europe on the other hand were
reviewed.

The first paper: “Sustainable animal production, a response to environmental problems”
consisted of three major points, First the status of the environment (water, air and soil) has o
be established. This is a continuous task with regard to P (phosphorus), N (nitrogen), NHy
(ammonia) and heavy metals. The next step referred to the contribution by the different animal
production sectors 1o the deterioration of the environment. Even where an overall balance
exists on average between input and output, farming systems need to be analysed more closely
for excessive local applications of fertilizers. The third step is to provide integrated solutions
for excess manure production and NH, emission. Generally N, P and K losses can be signifi-
canily reduced, producing manure and slurry which are most valuable as fertilizer of the soil.
Although high investments are necessary for some housing systems and for slurry application,
sound manure management can fead to sustainable agriculture. In Eastern Euvrope many op-
tions are open, including the decisions about farm size, intensity of farming systems, the esta-
blishment of good manure management and optimal use of manure as fertilizer.

In the second paper: “Welfare and ethics in European animal husbandry, problems and
prospects”, the hypothesis that animal health and animal welfare are strongly linked, was the
starting point of the presentation. Modem animal husbandry practices face ethical problems.
Major areas of concern are threefold, i.e. breeding for increased productivity and associated
disease risks, genetic manipulation as a cause of disease and diseases caused by unsuitable en-
vironment or management. The conclusion was that animal health and welfare can be consi-
derably improved in present husbandry; however this is affected by some factors such as the
professional research output on animal health, welfare and management, the awareness of
consumers and producers that animal production is a biological activity, that welfare education
is a necessity, that in breeding goals consideration to health and welfare aspects is needed and
an adaptation as well of the national animal welfare legislations to that of the convention of
the Council of Europe.

In the discussion the difficulty faced by farmers to adopt technical measures for the im-
provement of the environment and of animal welfare was raised. Here extension and education
have vital roles and the law is the last resort. The economic aspects of new legislation are also
extremely important. In some East European countries the recognition of environmental im-
pact has led to closing down large pig units. An inquiry was made into the possible acceptance
of BST in the future. Consumer acceptance of farming systems may be the strongest incentive
in future. For food produced according to alternative systems a small segment of the market
is available, Integrated quality control may, however, have positive effects on most consumers
because of guaranteed safety.

In the third paper: “Marketing research and consumer attitndes™, the functions of the CMA
organization in West-Germany, L.e. the adjustment of agribusiness to the market were descri-
bed. To achieve this target systematic use is made of market research. Market research provides
basic information about consumer attitudes. Consumers presently place quality above price.
The next step is to develop specific and product-oriented data to help formulate a provisional
marketing concept. In the last phase the results of the new product are compared with the esti-
mates. Finally an update of the marketing concept is formulated. Consumers are now interested
in product origin and quality assurance. The quality segment is continuously increasing and
saturation point for staple food is reached. The general concern about animal foods, especially
meat, requires improvement of their image. One way to tackle this problem is by issuing a
guarantee certificate. In the discussion the belief of consumers in healthy products was challen-
ged. There was also evidence, that nowadays the concerns of consumers for animal food are
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mainly with fat and decreasingly for health, The methodology of research in respect of consu-

mer behaviour was discussed with regard to actual purchase versus requirement for high

quality. Care is needed to project a correct image of the ‘German’ farmer.

In the fourth paper;: “Availability of credit for livestock production in Eastern Europe™, the
problems related to the switch from centrally planned economy 1o a market driven system and
its side effects were acknowledged. The change in banking systems should provide more means
for agricultural credit, The livestock sector will have to compete for funds with other sectors
and will have to pay the real interest rates. The structure of the animal production sector needs
to be transformed quickly to provide collateral for future investment. Market orientation,
private farming and efficiency improvement by technological and managerial adaptations are
keywords in this investment process. Governments are expected to provide the necessary
stability to encourage investment.

Governments may develop policies aimed at providing subsidized interest rates. However,
it would discourage evolution towards and delay access to free market. Better farmers should
have easy access to borrowing. Inequity can be solved by supporting research and extension.

Land reform has the highest priority. The World Bank will provide investrment loans, pro-
vided collateral is available. Another area of concern are the protective measures of EC versus
GATT. Realignment of commoedity prices is necessary. GATT allows protection against dum-
ping; however, for instance differences in quality of milk, may prevent this action. The Hunga-
rian economy receives considerable support from the livestock sector. This source of finances
could be used to improve the agricultural infrastructure, The high inflation rates in Eastern
Europe prevent/limit investments; also the determination of real prices of commodities be-
comes a problem.

From the discussions, the following conclusions arose:

— In present and future animal production systems the quality of the environment should be
monitored. A balance of input and output of minerals N, P and X per farm is necessary to
maintain the functions of the environment. The plans for land reform should be based on
this condition.

— Welfare and health of farm animals is generally accepted as part of economic farming prac-
tice; however, the cost of Extension Service assistance required by farmers to adapt the
farms to new conditions and techniques should not be overlooked. The public acceptance
of housing and management systems and biotechnological applications should be based on
broad biological evaluation of their impact. Welfare of animals is becoming a component
of the food quality perception by consumers.

— Marketing of animal food products is based on ongoing marketing research providing trends
of consumer attitudes, Products need to be adapted to the requirements of important seg-
ments in the global market. The trends in some countries indicate the need for producing
high quality products, to the benefit of a health, calorie and environment conscious con-
sumer.

— The livestock sector will have to compete with other sectors for credit at commercially
viable rates. The ability of the livestock sector to obtain credit depends on collateral, in this
connection the reform of land ownership is urgently needed. Also the governments can
encourage investment in livestock production by atrractive long term policies.

Session 6

This session was devoted to the presentation of a paper on the Priorities in East-West European
Cooperation in Animal Production and was followed by an in-depth discussion on the various
subjects which were dealt with during the meeting. In a second time the draft conclusions of
the Round Table were presented and discussed.
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In the paper on priorities the authors stressed that in spite of 40 years of political and ideological
uniformity, great differences exist between the East European countries; differences which,
together with other factors such as the climate in particular, have influenced their agriculture
very much. Breeding activities, like other sectors of the economy were centrally planned.
Prices were set at central level and a policy of cheap food through subsidies was the rule. This
has influenced very much the livestock production insofar as it increased the demand for food
but nullified competition between producers. Eastern Evrope has large resources both in terms
of land and of livestock populations but efficiency of production is low. Availability of
feedstuffs was the main limiting factor and efforts were made to improve the genetic poten-
tial of animals. There is a large number of highly qualified specialists in animal production at
all levels but often their skill was not fully utilized. In general, their remuneration was low.
All this led to a situation such that the overall true potential for animal production in Eastern
Europe was to a large extent underutilized. Rapid improvement of the present situation requires
both international assistance and a closer cooperation with the West. In this respect cooperation
and assistance means transfer of technology, foreign investments and support to training and
research activities for the purpose of increasing production efficiency. The situation in each
of these sectors was reviewed. Both the need for and the type of assistance required were de-
scribed and an indication of its scope was given.

Aproposal was made for setting up a working group which would advise on the best possible
form of closer cooperation between scientific and animal production communities from
Eastern and Western countries. It was proposed that this working group be set up at the initiative
of the European Association for Animal Prnductlon and should work in close cooperation with
all relevant international organizations.

During the discussion which took place after the presentation, the participants had the
opportunity to express their views on a number of issues which arose from the sessions. The
main themes of the discussion are summarized hereafter; particulars have been elaborated upon
in Chapter 1: “Conclusions™.

It was the view of the participants that all possible efforts should be made to define the
place of East European agriculture and in particular animal production in present and future
Europe; in this connection market related problems come first.

Although the new situation in Eastern Europe calls for a joint East-West integrated agri-
cultural policy and strategy which would take into account future national and international
preduction and market conditions, much effort and time will be required in this respect before
any such approach materializes.

The meeting agreed that assistance to and capital investments in the livestock and food
industry sectors are of the utmost importance to overcome the present situation:

— Inrespect of assistance it was made clear that the nature of the assistance required by East

European countries is different in its nature of that given in general to developing countries.
The participants felt that there is a need to invite intergovernmental and international non-
governmental organizations to strengthen their programmes and activities in support of
ongoing reform and of restructuring the livestock sector in Central and Eastern Europe.
Although assistance through these channels was found essential, it was pointed out that
some of the assistance required might be obtained also through commercial arrangements
in connection with present or future contacts and contracts with the industry.
Concerning assistance to reseqgrch activities the views of the floor confirmed the consensus
already expressed during the discussion of session 4. Moreover, intensifying cooperation
in and support to research, including cooperative research programmes between Eastern
and Western institutes and/or Universities, would facilitate the transfer of advanced tech-
nology. The need for improving the infrastructure of research in the countries concerned,
for organizing scientific and technical meetings and for exchanging scientists and specia-
lized technicians was stressed.
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In the same way the participants confirmed the paramount itmportance which should be
given to training within assistance programmes. Training, under West European farming
conditions, both farmers and future farmers as well as fanmer trainers in animal production
deserves high priority. In this connection it was considered essential that farmers, speciatly
young farmers, and young specialists be given the opportunity to get acquainted personaily
with western experience in modern animal production technology. Also ‘teachers’ should
be trained in advanced teaching methods and market economies. On the one hand the

University needs to be modernized and on the other hand inter country exchanges of study

groups and individuals should be developed.

— In respect of capital investments the meeting noted that in addition to the financing by
international banks, a large part of capital inflow may have to come from private foreign
investors who need security for the investments and a sufficiently high rate of return. It was
felt also that investments by people from the rural sector should be regarded as most
desirable within the context of access to free enterprise and free market. In this connection
two developments are expected which may ease the sitnation, in respect of investments,
i.e.: the negociation at international level of free convertibility of currencies and at national
levels the identification of property rights in private hands. The latter goes together with
deciding what is to be done with State or large scale farms, In this respect one should be
aware that increasing efficiency both from the production and from the managerial stand-
points will liberate redundant manpower; solutions will have to be found so as to avoid
their joining the mass of urban unemployed people.

Other important poings were discussed and the meeting inter alia concluded to: .

~ The desirability of monitoring developments in respect of agricultural policies affecting the
livestock production sector through collection, analysis and dissernination of information,
incloding dara on production, consumption and trade. The exchange of information between
European countries would be of interest for the information of all parties concerned.

— The need for developing appropriate extension services and for improving their program-
mes and methods, for developing entrepreneurship and alternative employment opportuni-
ties in rural areas, having recourse where feasible to integrated rural development techni-
ques.

— The importance of the role the farmer associations can play in the process of evolution of
Eastern Europe and the desirability to encourage their creation wherever possible,

— The need for transferring new technology from Western to Eastern countries, not only in
respect of production but also of processing, packaging and marketing of animal products
to increase quality standards and meet EC requirements.

The proposal for setting up a working group under the auspices of the EAAP which would

advise, in cooperation with relevant international organizations, on the best possible forms of

cooperation between Eastern and Western scientific and animal production communities was
strongly supported by a number of participants.

A proposal was also made for holding a special seminar during the next World Conference
on Animal Production which will take place in Canada in 1993 1o evaluate developments in
the field of animal production in Eastern Evrope (WAAP). In his personal capacity the Presi-
dent of WAAP suggested that the existing important and relevant Canadian experience in ma-
nagement of Agricultural surpluses could be of value for the planning of the future develop-
ments of animal production and related policies in Eastern Europe and also that advice be
sought from Canada in this respect.
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Opening address by the Minister of Agriculture of Hungary

Dr. Elemer Gergdtz

It is with great pleasure that I take this opportunity to welcome this Round Table discussion
organized in Hungary by the European Association for Animal Production and FAO. History
has taken a great turn in the Eastern part of Evrope since 1986 when, similarly the livestock
specialists of our continent gathered here in my country.

The Tron Curtain which divided forcefully Europe has fallen into pieces and disappeared,
merely its evil memory has remained. A barrier has disappeared of the way of the united
continent but the economic bisection of Europe has been left yet. Its elimination will require
collaboration and pooling our resources; however, it will be a long-lasting process. We are
fully aware that this process will not be a stinple one and according to our present experience
it will require sacrifices and imply many grievous losses.

The prominent persons interested in the development of European animal hoshandry who
are meeting here now to review, in the context of a new situation as affected by current changes,
the problems of this particular section of the economy, i.e. animal breeding and production,
may speculate together on how to assist in solving these problems.

The difficulties of the animal production in Eastern Eutope vary from on¢ country to the
other. For example, on the one hand, Hungary struggles with the over-production which arises
from the narrowing of export markets, therefore it is very important for us to find ways and
means to ease the market and also to step-in on new markets; whereas on the other hand there
is not enough food in other Eastern European countries where there is a need also to improve
the quality of products.

We must face the unification process of the European Economic Community, as a great
economic power which has a strong influence on the World economy. For this reason some
people worry about the Hungarian agriculture, nevertheless we can see from the programme
of this meeting that the EC intends to help us and I think that it is an absolutely natural atti-
tude, because Hastern Europe can only be a real market for the EC, if the economy is in good
condition.

The important feature of a developed saciety is the widespread availability of services and
their growing importance within the economy. The availability of services is also a requisite
for improved animal Husbandry. The essential condition for modern animal production to im-
prove and further develop its structure is to strengthen the animal health, research and extension
services.

I have mentioned the differences which exist in respect of animal production between East
European countries; however, there is another sector where the problems are similar, i.e.: the
environmental issues. It is a common problem, because damages to the environment cannot
be stopped at the borders. These difficulties are similar in the various Eastern countries because
large scale livestock farms were absolutely preferred everywhere but, for instance, disposal of
slurry has not been solved.

In some places in the Eastern countries, there is not enough food in the shops; it is thus
understandable that ethics in animal production and animal welfare are still in their infancy,
as they are of secondary importance, much beyond the quality of products. To date no consu-
mers attitude was expressed towards products of animal origin; however, in present circum-
stances we must prepare the future in this respect.

Hungary has already prepared an Animal Breeding Act and an Animal Protection Act which
are at the collation stage between the Ministries concerned. I consider that credit, in particular
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