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EASTERN EUROPE 

The Role of the 
Private Sector 
by Edward Thor 

remendous changes are taking place right now in 
all of Central and Eastern Europe especially in 
the former Soviet Union. A lot of these countries 
need our help, and they need it now. I have 
never talked to anyone in the various republics 

who believes that the former Soviet Union will get back together, 
in any form, nor who think that they could go back to the old 
communist system. The disruption of old systems has brought 
uncertainty and economic decline. The building of new systems 
has just started. Dictatorships, military governments and ethnic 
fighting are not out of the question; but neither are stable, demo
cratic, market economies. Which we will see will be determined 
in the next couple of years. 

There are great opportunities for the United States, both to 
influence the outcome and for private business success. But, these 
opportunities require modern pioneers-that means people who 
are willing to go to those countries and work there long enough to 
make the changes successful, rather than people who want to go 
for a visit, leave their wisdom or their money behind, and then 
come home and wait for results. Long distance investment is not 
going to work. 

Conditions Vary 

From a businessman's viewpoint, each Central and Eastern 
European country represents a different situation. It's different as 
you go across each border, or de facto border, and there are many. 
There are different histories, cultures, and religions. Each country 
is taking a different approach to law and business. In Hungary or 
Poland, there are western businesses. American business practices 
fit right in. In Russia people have been taught their whole lives 
that profits are evil, and the only private business role model they 
saw was the black marketer or the bribe taker. In Poland, large 
amounts of farmland remained in private ownership. Young, edu
cated people moved to the farms for the freedom it brought. Con
trast that to Bulgaria, where the Communists established central 
towns from which farmers were transported to work the fields. 
Young people fled the farms for the cities. 

Disruption Causes Problems 

In a very short time, these countries changed their governments, 
their economic and trade systems, currencies, laws of all types, 
borders, and fundamental definition of ownership and personal 
rights. In countries that were strongly communist and blocked 
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reform, there's almost total chaos as changes disrupt the formerly 
state-controlled systems. 

Imagine, the United States making the comparatively minor 
change of a law establishing a new border at the Mississippi River, 
with trade permits required from both San Francisco and Wash
ington, DC for everything crossing the border. Add to this a law 
that all current contracts will be reviewed by a government agen
cy, and if not approved, retroactively adjusted. Think of the dis
ruption this would cause to our economic system, our jobs, busi
nesses, and availability of food and products. But, these hypothet
ical changes are minor compared to some of the changes in East
ern European countries. 

The disruption and associated problems cause business risk, 
which has discouraged many American businesses. Many Ameri
cans expect an American style investment-type climate, and when 
they don't find it, say: "We can't invest in this; it's too risky, or too 
unusual." It is true that with disruption and chaos come risk, but 
with that risk, come opportunities. 

Opportunities 

There are tremendous business opportunities for Americans, 
even for small businesses and individuals. Americans, universal
ly, are admired and welcomed. America does not have a history of 
invading or occupying these areas. We have a system which peo
ple admire. We have a history of being fair-minded, open and gen
erous; maybe a little naive, but a history which people respect. 
There is a great deal of desire for American participation and frus
tration that Americans aren't participating more. 

Not only are Americans welcome, but Americans know a lot of 
what is needed. In many cases, the basic science in those coun
tries was excellent and the education systems were as good or bet
ter than ours in the subjects they taught. But, there is no concept 
of what it means to do business. The system was command-orient
ed, and you were rewarded on the basis of filling quotas , not for 
producing goods consumers wanted. How do you manage a store 
or business for profit? If you're a farmer, how do you arrange 
financing , buy seed, and sell crops? How do you ship to market? 
How do you make a living from any small business? Americans 
know these things, people in many parts of Central and Eastern 
Europe do not. In the past, Central Planning Committee said: 
"Grow five tons an acre from the seeds we gave you, and a truck 
will pick it up on this date." No one was expected to know or ask 
why. They are trying now to switch over to a system where people 
make their own decisions. But, they don't understand how it's 
supposed to work. They study, can list what needs to be done, but 
have no concept of how to do it. What is basic to us ' is totally 
unknown to them. 

For example, I was in Poland a couple of years ago and suggest
ed that when a customer orders half a truck load, they could ask 
the customer to buy something else to fill the truck, thereby sav
ing the customer transportation costs. Everyone said: "That's a 
wonderful idea! We'll sell a lot more if we do that." It had never 
occurred to them that when somebody places an order, you can 
use it as a sales opportunity. An obvious idea for us was a valu
able lesson for them. Americans who have operated a farm, a pro
cessing plant, or a wholesaling distribution or retailing business 
have important know-how that people in these countries desper-

Continued on page 10 
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PERSPECTIVES ON EASTERN EUROPE 

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 cur
rency 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 work
ing day and night and mobilizing all of their financial and spiritu
al 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 Rus
sian 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 agricultur
al 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 Cen
ter (IFDC) in Muscle Shoals, Alabama, provided 20,000 metric tons 
of urea to be sold directly by auction to a system of 180 new pri
vate dealers. This program was fully successful and has estab
lished a free and open market system for imported fertilizers 
where the U.S. industry can compete. In Romania, with the sup
port of A.LD. , the IFDC, in conjunction with the American Soy
bean Association, is organizing an auction of soy protein concen
trates 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 coun
tries when combined with our business know-how. 

For this reason, I say there's tremendous opportunity for Ameri
cans 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 pio-
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to sell land to foreigners or to foreign companies. This law is 
somewhat restrictive from the point of view of a really open eco
nomic 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: prob
lems 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 Ameri
can 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. agribusi
ness 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 pro
cessed products. Processing and handling technologies will be the 
key to exports by these countries into world markets. In the medi
um 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 com
pared 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 indus
tries 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 integra
tion 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 eco
nomic 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 per
haps money in the country, plan to stay for a while, work to over
come 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 suc
cessfully run a farm or small business and is able to adapt to new 
situations will be miles ahead of the competition. ['!I 
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