PERSPECTIVES

The Role of
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by John Becker

major objective of U.S. foreign assistance in Eastern Europe is economic restructuring . This
involves helping countries to privatize their
domestic industries and open them to competitive trade. Success in this effort is critical to
expanded U.S. trade and investment in the region.
Reorganization of the food system industries in production agriculture, agricultural marketing and agro-industrial manufacturing
are central to the process of economic restructuring in several
Eastern European countries. Hence, U.S. technical and capital
assistance programming in support of industrial reorganization of
food systems is an important element of A.LD.'s programming in
Eastern Europe. Given the magnitude and the urgency of the task,
A.LD. relies on all members of the U.S. food system to assist it in
the implementation of its program in Eastern Europe. This
includes other government agencies, cooperatives, universities ,
specialized consulting firms, and the agribusiness community.
Privatization of domestic industries is the first step in economic
restructuring and involves reducing the role of the public sector
and expanding the role of the private sector.

Initial Steps
The first step in the restructuring of economies from communism to capitalism is to modify government's role from one of
operating businesses to supporting businesses. This involves the
provision of traditional public services including research, education, extension, environmental regulation, food safety, marketing
information services and conservation. In implementing program
support in these areas, especially for those programs carried out by
ministries of agriculture, A.LD. has relied heavily upon the expertise in the U.S. Department of Agriculture. Noteworthy here are
USDA's efforts to expand Poland's agricultural ministry services in
agribusiness extension and market situation and outlook reporting.
However, recognizing that many of the Eastern European countries
can ill afford to provide such services, A.LD. is also examining private sector alternatives to working through the ministries of agriculture in the provision of traditional public services.
As the pervasive government systems of state and collective
farms and enterprises collapse , private competitive structures
must be immediately introduced. In this context, A.LD. has relied
heavily upon U.S. cooperatives. Drawing on strong U.S. traditions
of cooperation amongst farmers, particularly as they deal with
input and product marketing, A.I.D. has made a series of grants to
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U.S. cooperatives to help the agricultural economies in Eastern
Europe to maintain production levels as they decollectivize and
organize into private farms and enterprises. In Albania, for example, support by U.S. cooperatives have been instrumental in
putting together associations among the newly enfranchised small
farmers to acquire tractor services and other inputs necessary to
continue crop production at minimum levels as they pass through
the difficult transition period. As A.I.D. 's budget continues to
tighten and our ability to support activities is reduced, support for
U.S. cooperatives to help with transitional programs in Eastern
Europe will remain an important activity.
In addition to the cooperative model of private sector organization, A.I.D. is also supporting activities designed to expand the
role of other private sector organizations in food systems industries; including individual entrepreneurs, partnerships, and corporate models. A.LD. support to expand these types of enterprise
is just beginning and is implemented through a series of technical
assistance contracts to consortia comprised of universities, consulting firms and agribusinesses. These groups are providing advisory services and training on how to organize and operate competitive businesses under open market conditions. These activities
are also structured to identify and support U.S. investment opportunities.

Competitive Markets
As the privatjzation process runs its course throughout Eastern
Europe, A.LD. food systems programming is increasingly targeted
towards developing competitive open markets in key industries.
Key industries are those which are central to a country's economic
recovery and stable growth, and are also of commercial trade
interest to the United States.
One such key industry and related market that is critical in all
countries is private production agriculture and its attendant land
market. Throughout Eastern Europe the breakup of collectives and
state farms is resulting in land fragmentation on an almost unimaginable scale. In Romania, for example, the decollectivization process alone has distributed about fifty million land parcels to over
sixteen' million people. However, prior to being able to sell this land
or mortgage it to make improvements in infrastructure, the new
owners need clear title. To this end, A.LD. has designed a technical
assistance program with the U.S. National Geodetic Survey to introduce Global Positioning System (GPS) technology which was used
effectively in Operation Desert Storm. GPS technology is based on a
system of satellites that can provide coordinates at any point on the
earth and is currently revolutionizing the surveying and mapping
industry throughout the world. Introducing GPS technology is only
the first step and is to be followed by expanded surveying and mapping services. In this context, U.S. survey and mapping service
providers are following our program closely to participate in the
rapidly expanding market. Once the land has been titled, computer
based listing services can be introduced to support a fully functioning land market again after more than 50 years.

Other Key Industries
As we look past private production agriculture and the land
market, difficult choices are required in the selection of other key
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Bilorus Continued from page 4
The potential productivity of Ukrainian agriculture is very high.
However, we need two things to realize this potential-a hard currency system that people can trust and a system whereby the land
belongs to those who work it. Farmers need to feel themselves the
real owners. Otherwise, why should they invest their efforts working day and night and mobilizing all of their financial and spiritual resources? My government understands that we need radical
reform in this area. A new law makes it possible to buy land, but
the problem is how to implement the law. Our farmers have no
money and no credit.
That law also has some limitations. For example, it is forbidden

Csaki Continued from page 5
less in the other countries. However, the opportunities in the Russian area may be only just a short-term opportunity. Remember the
first impact of these transitions to market systems will be, and
already you see, a decline in demand for food and a related decline
in demand for imports. The first sign of recovery will be seen in
the increase of agricultural productivity. It doesn't mean that there
will not be a long-term market in these areas for certain agricultural products. But the self-sufficiency rate will likely increase and
there will be intense competition from other exporters of raw agri-

Becker Continued from page 6
industries to support. Not only must the targeted industries be of
central importance to economic recovery and sustained growth in
Eastern Europe but our capital assistance must be consistent with
the dual objective of furthering the privatization process and
expanding U.S. agricultural trade. Two examples follow:
In late 1991, Albania's domestic fertilizer industry collapsed.
A.I.D., working with the International Fertilizer Development Center (IFDC) in Muscle Shoals, Alabama, provided 20,000 metric tons
of urea to be sold directly by auction to a system of 180 new private dealers. This program was fully successful and has established a free and open market system for imported fertilizers
where the U.S. industry can compete. In Romania, with the support of A.LD. , the IFDC, in conjunction with the American Soybean Association, is organizing an auction of soy protein concentrates for the newly established private poultry and hog sector. By
excluding the larger state farms, which have an advantage in
accessing the limited domestic protein supplies through the state
controlled feed industry, the program will enhance the competitive

Thor Continued from page 7
ately need , even more than money. While some investment is
desirable, a small amount of money goes a long way in these countries when combined with our business know-how.
For this reason, I say there's tremendous opportunity for Americans in all parts of Central and Eastern Europe. But the conditions
there are so different. from what most Americans understand, that
Americans are going to have to go to these countries with a pio10 • CHOICES

to sell land to foreigners or to foreign companies. This law is
somewhat restrictive from the point of view of a really open economic system. But we must understand that it is impossible to
jump from the old economic and political system to the new one
overnight. It requires evolution.
In five years, we will be dealing with different problems: problems of competitiveness, problems of agricultural exports, not
imports. I am absolutely certain that in five to seven years, it will
be a reality. This means that there will be opportunities for American business, including agribusiness. They are unlimited. At the
same time there will be very strong international competition for
the Ukrainian market. You know the rule: first come, first served. I
wish Americans to be the first.
['!I

cultural products.
The prospects for U.S. bulk agricultural products doesn't mean
that each region is not a tremendous opportunity for U.S. agribusiness particularly for seed, breeding stock, processing plants, and
related technologies. The processing industries are in very bad
shape all over the region. Eventual improvements in incomes will
mean changes in their domestic demand for better-quality processed products. Processing and handling technologies will be the
key to exports by these countries into world markets. In the medium to longer-term, more sales opportunities on the technology side
than on the breeding side of agribusiness are likely.
['!I

position of new private enterprises and small scale producers.
While the program is small, we expect it will not only enhance the
privatization process in Romania but also open up a new market
for U.S. high value-added soy protein concentrate exports as compared to traditional soybean imports.

An Important Choice
In summary, economic restructuring in Eastern Europe must and
will go forward. The choice for the U.S. is how to participate in the
process. Thus far we have helped to privatize food system industries and to reorganize the role of government to support them. As
this initial stage is being completed, we have begun to focus our
assistance on industrial level reorganization and market integration of key food system industries. Because we work closely with
public and private representatives throughout the U.S. food system
sector in the design and implementation of our programs, we are
confident that we are having both a significant impact on the economic recovery in Eastern Europe and expanding opportunities for
U.S. trade and investment.
['!I

neering spirit. They will have to invest their time, talent, and perhaps money in the country, plan to stay for a while, work to overcome strange obstacles, and figure out how to make "it" work
there. New pioneers who can apply their experience and skills in
unfamiliar situations are going to be successful. They are going to
control markets where, right now, markets don't exist. If no one in
a country knows how to run a business, an American who has successfully run a farm or small business and is able to adapt to new
['!I
situations will be miles ahead of the competition.
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