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EXECUTIVE SUMMARY 

. . . 

this investigation provides infonnation on economic refonns initiated by Central and 
. Easlem European (CEE)1 countries. It outlines the Organi7.ation for Economic Cooperation and 

· ~ Development (OECD) cotu1trieS' aid programs and foreign direct invest.ment in CEE countries 
by the WesL It reports on conditions in CEE agriculture, mining, manufacturing, and services 
sectors and assesses their .export potential.· 

· Economic Reform Initiatives 

Chapter 2 of the report evalwues recent .efforts made by the CEE governments. to establish 
market-oriented economic systems. and reduce the stale 's direct control of the economy. 

• In all five CEE countries, the principal element of ref onn has been the reduction of 
. stale conttol of i,ldustrial assets and the elimination of centralized resource allocation. 

• Three CEE countries-C7.eehoslovakia, Hungary, and Poland-emb8rked upon refonn 
programs early, and consequently have shown greater progress in reducing state 
conttol of the economy. Hungary and Poland appear to be ahead of C7.eehoslovakia in 
this regard. The number of private sector companies has increased most dramati~lly 
in Hungary and Poland. · 

• Although Bulgaria and Romania have stepped up their refonn efforts in 1991, they 
appear to have made less progress along the road to a market--0riented system than 
their three northern neighbors. 

• In addition to scaling-down direct stale ownership of industrial assets, many legal and 
institutional foundations have been established in CEE countries for the conduct. of 
monetary policy along market economy lines. 

• However, despite significant progress in the implementation of economic refonn, none 
of the CEE countries may be considered a market economy at this time. The stale is 
still the dominant owner of industrial assets in the region; moreover, . the conditions 
necessary for the creation of a system to conttol credit allocation and the money 
supply are not yet fully satisfied. 

• All five CEE countries have liberali1.Cd foreign economic relations. and have ended 
the state monopoly on the conduct of foreign trade. The creation of convertible 
currencies has been made a major priority in the hope of drawing increased foreign 
direct investment 

International Aid and Investment 

Chapter 3 discusses multilateral economic assistimce programs and foreign direct 
investment in CEE countries. 

• Between July 1989 and December 1990, the totaJ amount of assistance provided to 
CEE countries by OECD member slates (in addition to the EC as a separate body) 
was $27.0 billion. During the same time period, aid distributed by multilateral 
organizations amounted to $5.5 billion. 

• Foreign eeonomic assistance enhances industrial competitiveness in CEE by helping 
the recipient country stabilize its economy and boost productivity through greater 
access to Western technology and capital. 

1 For the purposes of this investigation, CEE encompasses five countries: Bulgaria, Czechoslovakia, 
Hungary, Poland, and Romania. . 
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Export Potential of CEE Industries 

. Chapter 4 addresSes the expon potential of sectors in these countries, discussing specific 
problems that confront CEE industries in their efforts to boost exports. 

• Expansion of the expon sector in all five CEE countries is constrained by deficiencies 
in physical infrastructure, as well as in financial and credit institutions. This study 
concentrates on specific deficiencies in telecommunications, the . computer network, 
and transportation as impediments to development of competitive expon~riented 
industries. 

• Embracing the political and economic changes that have talcen place in Central and 
Eastern Europe since 1989, OECD member states have talcen several trade policy 
steps designed to enhance CEE's export competitiveness. Among the initiatives are the 
granting of tariff concessions, the reduction of certain quantitative restrictions on 
imports, and the easing of technology transfer regulations. Import ·policy concessions 
vary widely· among OECD member states, but expon control and technology transfer 

·initiatives have been developed within the 17-nation Coordinating Committee on 
Multilateral Expon Controls (COCOM). · 

Chapter S gives detailed profiles assessing the export potential of 11 mining, agriculture 
relaled, or manufacturing industries and the foreign exchange earning potential of the tourism 
sector during the next S years. Table 1 summarizes the export potential of these 12 CEE 
sectois. Of the eight sectors with low expon potential during the next 5 years, there is greater 
potential in the long term for three of these industries-metalworking machine : tools, poultry, 
and tourism. This is assuming that the CEE countries progress with economic reforms and 
capital improvements. 



Table 1 
Summary of Export Potential for Select Central and East European Industries 

Export Potent/al' 
. ·, 

Sector Low Moderate High 

Apparel x 

Coal x 

Copper x 

Fertilizers x 
.-. 

Meat x 
, .. ~ 

Metalworking 
x Machine tools 

Motor-Vehicle 
Parts x 

Poultry x 

Scientific & Medical Instruments x 

Steel x 
-

Textiles x 
' 

Tourism x 

1 Potentialfor increase in exports or foreign currency earnings over the next 5 years: low - 0-5 percent; moderate. 
6-15 percent; and high ... over 15 percent. . 

Faders favorable to CEE industries: 
• abundant supply of skilled labor 
• competitive wages 
• proximity to West European markets 
• commitment to modernization and investment 
• some experience/relationships with Western marketsi1irms 

Disadvantages faced by CEE industries: 
• rising domestic costs 
•low productivity 
• lag in technology 
• limited capital availability 
• weak distribution channels 
• significant competition in sophisticated products from Western producers 
• significant price competition in produds from LDCs 
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Chapter 1 
Introduction 

. ::Purpose _and Organization of the Study 

At the request of the Office of the United States 
Trade Representative (USTR), the U.S. International 
T~ Commission (Commission) instituted 

· investigation No. 332-308, ''Central and Eastern 
Europe: Export Competitiveness of Major 
Manufacturing and Services Sectors" under section 
332(g) of the Tariff Act of 1930. A notice of 
investigation was published in the Federal RegiSter on 
March 20, 1991, and a copy of the notice was posted in 
the Office of the Secretary, U.S. International Trade 
Commission. (See appendix A for a copy of the USTR 
letter and the USITC investigation notice.) · 

This study asses5es the export potential of major 
industries in· Central and Eastern Europe. (CEE). It 
focuses on three areas that are . crucial ID the export · 
potential of this ·region: (1) economic reform; (2) 
international aid and foreign investment; and (3) the 
existing in~tr:ucture of the manufacturing and 
services sectors, including the deficiencies that would 
hinder the development of these industries. 

• Economic reform: .Ecooomic.performance in 
each of these counuies is affected by the extent 
and type of reforms implemented .. Chapter 2 
reports on the status of reform in each of the 
CEE countries, providing important 
background for the assessment of the 
competitiveness and export potential of these 
counuies. 

• ·Foreign aid and investment: Over the past 50 
years, there has been limited transfer of 
technology and knowledge of management 
methods from the more advanced West IO the 
CEE countries. Chapter 3 examines recent 
foreign aid programs and foreign investment 
patterns to discern the extent and direction of 
this assistance, which could ' add to the 
competitiveness of seccors . that are export' 
oriented. 

• Export potential: Chapters4 and 5 conclude the 
Commission's assessment of ··the export· 
potential of this region. In chapter 4, particular 
attention is given IO deficiencies in the industrial 
infrastructure and in business-related services. 
The purpose of this is to identity those areas that 
hinder the export potential of the CEE 
economies. Chapter 5 concludes with detailed . 
profiles of 12 select industries, assessing the 
export potential of each. 

Methodology 
The ·findings of this report are based on (1) 

· · published CEE government directives and statistics and 
(2) information gathered from interviews with and 
. reports by industry experts, independent analysts, 
government officials, and the staff of international 
organi7.atfons. Each of these resources has limitations. 
Statistical mea5ures of the performance of these 

· ·. economies are often inaccurate or unavailable. The 
opportunities for regional and industry experts to gain 
hands-on experience and to gather first-hand 
information has been limited. Consequently, the 
Commission used both of these resources in order to 

. provide the most thorough assessment of the status and 
potential of the economies of Central and Eastern 
Europe. 

For example; staff researched government 
directives and other published sources to find out what 
reform measures were reported to have been adopted. 
Regional and industry experts were then contacted not 

. only to verify the adoption of the measures, but also to 
· assess to the extent to which they have been 
implemented. 

.. Although there is some attempt, mainly in the 
industry profiles, to compare the CEE countries with 
non-OECD countries, the Western market economies 
are usually the norm against which the economies of 
Central and Eastern Europe are evaluated. There are 
several reasons for this. First, the primary emphasis has 
always been on East-West comparisons. Second, the 
transformation of the CEE countries· is unprecedented 
and there is no direct historical analogue for 
comparison. And lastly, CEE goods and services will 
be competing with products and services from the 
West 

Before proceeding further, it might be useful to put 
the overall level of development in the CEE countries 
in some context This can be done by comparing these 
economies with other economies on the basis of certain 
performance criteria. In doing this, no attempt will be 
made to break new analytical ground; instead the study 
will make use of existing data. This analysis should 
also provide insights into the overall complexity of any 
effort co assess the economic performance of the CEE 
countries. 

. The Central and East European 
Economies in Perspective 

Considerable effon has been expended in the West 
in estimating the level of development in the Central 
and East European countries. Estimates of per capita 
Gross Domestic Product (GDP), the level of social 
services such as health care and education levels, and 
estimates of per capita income based on purchasing 
power (ppp), are often used as indicacors of the level of 
development of the CEE economies. To place the 
development level of these economies in some context 
relative IO the development of other Western countries, 
estimates for each of these factors are presented below. 
While each may have its own particular shortcomings, 
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the measures taken together can provide a reasonably 
accurate impression of the performance of these 
economies. 

Estimates for 1990 show that pet capira GDP in 
CEE is comparable to pet capira GDP_ in Greece, 
Portugal, or the Republic of Korea. The estimates for 
CEE countries, in 1980 U.S. dollars, are $3,635 pet 
capita for Bulgaria; $5,102 for Ci.echoslovakia; $4,487 
for Hun~ary; $3,337 for Poland; and $2.408 for 
Romania Per capira GDP figures, however, do DOl 
tell us anything about certain distortions that may exis1 
in an economy such as disguised unemployment aild 
repressed inflation characterized by chronic shortages. 
Moreover, average income measures do not reveal 
anything about differences in income distribution . 
within a country. 

Measures of health care and education levels are 
also often used to assess the relative economic well 
being of a country. While the World Bank ranks the 
CEE countries as middle-income countries in tenns of 
pet · capira nominal Gross National Product (GNP), 
statistics on health and education levels indicate the 
CEE countries more closely approximate higher 
income countries such as Greece, Portugal. and Spain. 
(See table 2.) Although these statistics may prove 

I WEFA Group, MCPE Oullook for Foreign Trade md 
Finance", July 1991, Wuhington, DC. 

Table2 
Selected health and education Indicators, 1988 

CEERange 

Indicator High 

inadequate by themselves because of the significant 
differences in the qualiiy of these social services. the 
general trends reflected in rable 1 appear to be 
consistent with the other indexes. 

Another measure used for comparison is per capira 
ineome adjusted for relative ppp. Based on this 
measure, income in CEE countries is less than one-half 
that in the European Community. 2 Recent. comparable 
data is not available on Greece, Portugal, and Spain, 
though a s&ucly found that in 1980 the average income 
level for CEE countries was about three-fifths thal of 
Western Europe and about the same as that of Greece, 
Spain, or Portugal. 3 However, the estimation of 
purchasing power parities for the CEE countries is at 
the preliminary stages. Current estimates are likely to 
change as the models construcled to gauge ppp are 
refined. 

Despite the difficulties, we are lead to conclude 
that the CEE economies are closest in level of 
development to those of Greece, Spain, or Portugal. 

Within this context, the· Commission pesents the 
most cunent assessment of the economic activity and 
export potential of the Central and East European 
economies. 

2 F.lurcna E~pc Spcciol, draft, Economics _Depanmcnt. . 
Deutsche Bank. FebNaiy, 1991. 

' Eva Ehrlich, M Absolute and Relative Ecanomic 
De11elopncn& Levels and Their Slnlcture. 1937-1980," Budapest. 
l~. . 

Average for. 
Upper Middle 
Income 

Low Countriss2 Grf1.6Ctl Pottugal ·Spain. 

Daily calorie supply 
per capita ..................... . 3,614 3,357 2,990 3.6~ 3,382 3,543 

Population per 
physician 1 

•••••••••••••••••••••• 570 280 1,160 

Infant mortality rate 
. per 1,000 live births 27 12 50. 

Percentage of age 
group enrolled in 
secondary education ............. : 85 71 58 

1 1984 data. 
2 Includes countries such as Venezuela, South Africa. Libya. and Greece. 

Source: World Bank, World Development Rspott 1991. 
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350 410 320 

11 13 10 

95 59 105 



Chapter 2 
Economic Reform Activity in 
Central and Eastern Europe 

Prepared by Peter Pogany and Janet Whisler 

Status of Economic Reforms 

All five of the CEE countries have made finn 
commiunents to move from nonmarket to 
market-oriented economic managemenL 4 They have 
promulgated refonn measures to replace the 
institutional framework of cenual planning with 
indirect macroeconomic controls. These measures 
include reduction and reorganization of the stale 's 
economic apparatus, introduction of market prices, 
development of financial markets and institutions, 
liberalization of foreign economic contacts, and 

4 OECD analysu. interviews with USITC staff. June 17-18. 
1991. 

expansion of the private sector.s Nevertheless, refonns 
vary among these countries, and no one knows what 
shape their economies will take over time.6 The extent 
to which each of these countries has succeeded in 
demolishing the old and creating a new economic 
system may be determined by (1) the reduction in the 
stale's direct control of the economy and by (2) the 
progress made in establishing an institutional 
framework for indirect economic controls.7 

This section of the report presents information on 
these two broad indicators for each of the CEE 
countries. It also examines the status of efforts to 
expand foreign economic relations and the status of 
expanding private ownership in industry. 

5 For m~ infonnalim on the major elcmcnu of ~omic 
rcfonn programs Ind the sequencing Ind time required for their 
implcmcnwion, sec the listing below and figure 1. For the 
current status ol the various reform measures in each of the five 
c:cuntries, sec table 3. Details of specific rcfonn measures in 
each country arc presented in appendix B. 

6 OECD analysu, interviews with USITC staff, June 17-18, 
1991. 

7 The Cammission was aided in the dcvdopmcnt of the 
method to assess decline in the state's direct control over the 
national economies of CEE countries by OECD analysu 111d by a 
visiting fellow at the Brookings Institution. · 

Major Elements of the Economic Reform Programs In CEE Countries 

1. Macroeconomic Stabilization and Control 
Implementation of stabilization programs 
Creation of tools and institutions for indirect macroeconomic control, monetaJy and fiscal 
Measures to reduce reliance on state suppon 
Dealing with existing problems (monetary overhang, financial system bankruptcies) 

2. Social Safety Nets (Assistance to alleviate the economic consequences of stabilization and reform policies) 

3. Institutional Reforms: Human Capital and Administrative Capacity 
Legal and regulatory institutions 
Business management, including financial sector 
Govenunent decision-makers and administrators 
Information systems (accounting and auditing) 

4. Price and Market Reform 
Domestic price reform 
International trade liberalization 
Distribution systems for products 
Creation of market for housing 
Wages 
Interest Rates 

5. Small-and Large-Scale Enterprise Restruc1uring and Privatization 
Management system 
Allocation of property rights 
Agricultural land 
Industrial capital 
Housing stock 
Social protection and insurance rights for individuals 

6. Development of Financial Mailcets and Institutions 
Banking systems 
Other financial markets 

Source: Paper presented at a conference sponsored by the Organization for Economic Cooperation and 
Development, Center for Cooperation with the European Economies in Transition, November 1990. 
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Figure 1 
Estimated time required for economic reform programs In CEE countries 

Macrostabilization 

Social Safety Net 

Institutional Reforms 

Price and Market 
Reform 

Small Scale Privatization 
and Private Sector 
Development 

large Scale Restructuring 
ancf Privatization ~ .......... ~""""'-'....,.~ 

Autonomous Banking 
System 

Gradual implsmentation2 

Other Financial 
Markets 

~ "\.>"~ ~ .-. • •• ·~:·..,._ 

: . ' ' - .~· . . . ~.. . ~ . _ ... 

0 2 3 4 5 6 7 8 9 10 11 
Number of years 

1 lime required for this one aspect of price and market reform. 
2 Estimated three-year delay in startup pending implementation of autonomous banking system. 

Source: Paper presented at a conference sponsored by the Organization for Economic Cooperation and 
Development, Center for Cooperation with the European Economies in Transition, November 1990. 

Reduction in the Direct Control of the 
Economy8 

Reduction in the state's direct control of the 
economy involves the reduction in the state's 
ownership of industrial assets and its active 
management of resource allocation. This repon 
measures reduction in the state's active management of 
resource allocation by the decline of producer 

8 Ibid. The state's direct control of the econ<Xny in the 
Conner East bloc countries took two main fonns: detailed central 
planning and administrative control without compulsory plans, 
LC., the indirectly centralized system. Detailed central planning, 
the more onhodox of the two fonns, has been abolished in all 
five CEE countries. Thus, the expression udirect control" refen 
exclusively to the degree of administrative control over economic 
life without compulsory plans. This Conn of control derives fr<Xn 
the state's overwhebning proprietonhip in industry, trade, and 
finance and from its hegemony in nabonal life. It is manifest in 
interference in the decisions of seemingly independent enterJ?rise 
managen, in the withdrawal of resources from some enterpnses to 
support Olhcn, in the use of price controls, and in the central 
allocation of investments. Interviews with World Bank official, 
June S, 1991 and with OECD analysts, June 17·18, 1991. 

4 

subsidies9 as a percentage of the gross domestic 
product (GDP), by the increase in market generated 
prices versus administratively determined prices, and 
by the decline in the percentage of centrally allocated 
investment in the country's total investment spending. 

The reduction of both state ownership and active 
management of resource allocation varies among the 
CEE countries. Poland and Hungary embarked on 
radical economic reforms during 1990 and 
Czechoslovakia during early 1991.10 Although 
Bulgaria and Romania have stepped up their reform 
efforts during 1991, they currently appear to have 
advanced less than Poland, Hungary and 
Czechoslovakia with respect to these measures.fl Data 

9 The word u subsidy" is a direct translation of the tenn used 
in lhe budgets of the five countries. The usubsidies" here appear 
to be domestic and not necessarily export oriented. The use « 
the term in this context should not be interpreted to mean that 
such subsidies are within the meaning of the U.S. countavailing 
duty law (19 U.S.C. 1303, 1671 eL seq.). 

to OECD analysts, interviews with USITC staff, J1me 17-18, 
1991. 

It Ibid. 



Table3 
Statue of economic _reform actlvftlea In Central and Eaatem Europe•• of June 1991 

Foreign TrtMJe & New Firm Sales of State Major 
Country Legal Reform Investment Formation Enterprises Roadblocks 

Bulgarla Restrictions on Restrictions reduced, Thousands of Program just Restrictions on 
private firms full repatriation allowed, functional private starting, leasing foreign exchange 
lifted; ownership of · but exchange constraints firms.most very most .common form. monopolies of 
state firms unclear; · remain; 100% foreign small.· inputs; lack of 
EC accou.nting stds., ownership allowed; financial system and 
Commercial code, currency not convertible: poor oommuni?tions. 
antimonopoly law 
adopted. 

Czechoslovakla Restrictions on 1 OOo/o foreign Thousands of Rules & regulations lack of adequate 
private firms ownership; full entrepreneurs, some for privatization financial system; 
removed; commercial profit repatriation part-time, have not yet fully restitution issues; 
code to be approved allowed. started firms; several developed, some lack of financing 
this month; EC dozen mid-size reliance on for purchasing 
accounting standards private mfg. firms; 1200 vouchers, slow firms; trade & invest- · · 
adopted. joint ventu.res. progress. ment constraints. 

Hungary Commercial and No government Private sector is 200 sales through ·Auctions of state firms 
contract law · approval needed for 14-3<>% of GDP; spontaneous .delayed by .confliCts 
uPcfated; land · foreign purchasers; 14,000 new private privatization; State over receipts between 
purchases possible; full repatriation firms last year Property Agency in levels of government; 
accounting & allowed; no exchange alone. charge with clear high costs of appraising 
concession laws. controls; s~eable ownership rights. . and selling state firms; 

investment inflows. weak bank capitalization. 

Poland legal restrictions - Liberal investment A sharp increase In 8 large firms and Restitution; lack of 
· on private firms law drafted; foreign .new firms; private sector 143 others sold as management skills; 

lifted, but other investment employment share up of 3191 ; most retail possibly excessive 
laws and disappointing; to 15.7% in 1990; shops being sold or · antimonopoly laws; 
bureaucratic ways permission needed private share of leased. lack of banking and 
remain. for > 10% ownership, industrial credit, business 

readily granted. production 13.4o/o; infrastructure; 
uncertain political 
and economic 
environment. 

Romania Most legal re- Liberal foreign. About 98,000 private No full scale Unstable political 
strictions on new investment law; businesses privatization situation; confusion 
~rivate firms limits on hard established in 1990, completed; and bureaucratic 
ifted; private currency re- mostly small service commercialization of inertia; lack of 
ownership of patriation; most sector firms state enterprises is technical and 
farmland import and export employing fewer than proceeding; goal is managerial skills; 
established; licensing automatic 10 persons. 50% privatization in limited access to 
ownership of other and most quotas 3 years. capital; and inade-
state property abolished. quate business 

VI uncertain. infrastructure. 

Source: Council of Economic Advisors, Executive Office of the President, Task Force on Reform in Central and Eastern Europe. 



in this section are presented for only Ci.echoslovakia, 
Hungary, and Poland The reforms that the following 
measures auempt to gauge have occurred too recently 
in Bulgaria and Romania to allow annual data or 
projections. 

Reduction in the state's ownership of 
industrial assets. 

The state's virtually 100-percent ownership of 
industrial assets before the beginning of radical 
economic reforms declined to 80 percent in Hungary 
and Poland and to 95 percent in Czechoslovakia by 
early 1991.12 The state's share of total industrial 
production declined from 84 percent during the first 
quarter of 1990 to 83 percent during the first quarter of 
1991 in Poland.13 In Czechoslovakia, the state's share 
in industrial production declined from virtually 100 
percent during 1989 to slightly over 90 percent by early 
1991. In Hungary, the state's share in industrial 
production is projected to decline from 97 percent 
during 1990 to 86 percent during 1991.14 

Reduction in the state's management of 
resource allocation. 

Reduction in the state's management of resource 
allocation is underway in all five countries. Producer 
subsidies as a percentage of the national budget 
declined from 44.7 percentduring 1989 to 15.7 percent . 
during 1990 in Poland and from 19.0 percent during 
1987 to 12.4 percent during 1990 in Hungary.IS A 
significant decline is projected for Czechoslovakia 
during 1991.16 

Based on current value of aggregate b'ansactions, 
the percentage of marlcet-detennined prices (as 
opposed to administered prices) increased to over 90 
percent in both Poland and Hungary during 1990 from 
50 percent during 1989 and 1987, respectively.h In 
Cuchoslovakia, marlcet-detennined prices are 
projected 'to increase from virtually zero during 1989 to 
70 percent during 1991.18 

The direct allocation of investment resources by 
the centtal government fell in Poland and Hungary 
during 1990. With the exception of projects to develop 
the infrasb'Ucture, the Government has 1ransferred 
decision-making authority on even large investments to 
enterprises in both countries.19 In Poland, the share of 
investments made by enterprises increased to 73 

12 CIA, Eastern Europe: Comillg Around tlie First TIOll, 
paper presented to the Technology and National Scanily 
Subcommiuee d the Joint Economic Canmitiee, Congress of the 
United States, May 16, 1991. 

1' Compiled from national statistics. 
I' Ibid. 
" OECD analysts, interview with USITC slafl', June 18, 

1991. 
16 PlanEcon, Inc., interview with USITC staff, Aug. l, 1991. 
11 Compiled from national statistics. · 
"Ibid. 
19 P1anEcon Inc., P/QnEco11 Report, June 19, 1991,p. 14; 

PlanEcon Inc., interview with USITC slafl', July 25, 1991. 
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percent during 1990 from 70 percent during 1989.20 
Government-sponsored investment projects, 
representing the backbone of centtal planning, 
numbered in the hundreds durin~ the mid- l 980s, but 
dropped to only 57 during 1990. 1 Thes.e apparently 
represented a continuation of existing projects, and 
budget transfers for them were less than 1 percent of all 
investment expenditures in the counuy.22 In Hungary, 
the share of investments made by enterprises increased 
from 63 percent during 1987 to 70 percent during 
1990. ~ In Czechoslovakia, a significant decline in 
cenb'al Government investment was projected to take 
place during 1991. However, it is not known to what 
extent the control relinquished by the cenb'al 
Government will be assumed by the governments of 
the two republics.24 

Progress in Establishing the Indirect 
Control of the Economy 

A CEE government's indirect control of its 
economy can be measured by the progress made in 
creating preconditions necessary to conduct monetary 
policies as in a market economy. The model used as a 
comparison is that of the OECD member countries. 25 

The major precondition for implementing monetary 
policies compatible with a market economy is the 
establishment of an extensive commercial banking 
system. The existence of such a commercial banking 
system allows the allocation of investment capital 
according to market criteria. In conjunction with this 
requirement, it is useful if the country's cenb'al bank is 
relatively independent of the government in power.26 
The existence of an independent centtal bank allows 
pursuit of macroeconomic policy goals (e.g., the . 
targeting of the money supply, the average rate of 
interest charged by commercial banks, the exchange 
rate of the national currency) free from the political 
exigencies of the government in power. Tl 

All CEE countries have made. important strides in 
establishing such a two-tier banking system, but none 
of them has fully succeeded in creating the con.ditions 
required for conducting monetary policies in a market 
economy.28 State ownership is still predominant in 

211 Fomgn Tnde Rescan:h lnstiwte, TM ltt11""1liott0l alld 
Polish Eco_, ill 1990 and 1991 (Wanaw, 1991), p. 139. 
Although most of these enterprises ranained state owned, their 
increased role in investment decisions is significant. By law, 
enterprises in all five countries have to show profit to escape the 
threat of liquidatioo or reorganiz.ation. Therefore, inve11ment 
decisions by 11ate-owned. enterprises in an environment of 
diminished price controls and mluced central economic apparllUI 
are assumed to be 11 least panWly market induced. 

21 Ibid. 
22 Ibid. 
23 PlanEcon Inc., P"2ttEco11 Report, June 19, 1991, p. 14; 

PlanEcon Inc., interview with USITC staff, July 25, 1991. 
:M PlanEcon Inc., interview with USITC slafl', Aug. 2, 1991. 
25 These preconditioos were determined through interviews 

with a senior lMF economist, a visiting fellow 11 the Brookings 
Institutioo, and OECD analysu. 

2li Ibid. 
71 Jbid. 
21 Interviews with the staff at a European-based international 

bank active in CEE (June 19, 1991), IMF economist (Aug. 30, 
· 1991), analyst 11 the Instituted International Finance . 



commercial banking systems throughout the region, as 
measured by the overwhelming weight of state-owned 
banks in holding old loans and extending new ones.29 
Even the new, completely privately owned banks do 
not- yet compete with one another or with other 
financial insututions (e.g., the savings banks) for 
deposits.30 

Many unprofitable, state-owned enterp~ 
awaiting liquidation or divestiture have loans at 
predominantly state-owned commercial banks in all 
five countries. As a result, these banks are at least 
partially dependent on budget allocations to carry the 
non-performing loans.31 Finally, the cenlral banks in 
all five countries are heavily involved in the direct 
financing of the government. Therefore, they cannot be 
considered independent from the governments in 
power.32 

Liberalization of Foreign Economic 
Relations 

The liberalimtion of trade, foreign investment, and 
currency exchange is critical to the region. 
Liberali7.ation not only helps ensure its economic 
recovery but also helps its transition to a market 
economy.33 By injecting competition into industries 
often dominated by a few state enterprises, the 
expansion of foreign economic contacts stimulates 
market-oriented conduct in production for both 
domestic and foreign markets.34' 

Liberali7.8tion of trade regimes 
By granting foreign trade rights to enterprises, all 

five CEE countries have abolished the state monopoly 
in foreign trade. 3s Estimates currently available for 
Czechoslovakia, Hungary, and Poland indicate that 
enterprises· already control roughly four-fifths of all 
export and import transactions in these countries.36 
There is some evidence that the increase in enterprise 
autonomy is influencing both the size and com~sition 
of exports and imports in Poland and Hungary. 37 In 
addition, there is evidence that domestic producers in 
both countries are experiencing competition from 
imports. 

3 -Conlinved 
(Sept. 3, 1991), and analysu Bl a West European central bank 
With close ties IO CEE banks (Sepe. 3 and 4, 1991). 

29 Ibid. 
JO Ibid. . 
31 Ibid. 
32 lbid. For same specific infonnation on the dcvdopmeru of 

c:ammercial banking in the three countries, sec section on 
"Deficiencies in Financial and C~it Institutions," later in this 
~ 

33 Interviews with the vice president of a U.S. invcs1mcnt 
finn active in CEE (June 6, 1991), CEE analysts at Lhc OECD 
(June 17-18, 1991), and staff at a European-based international 
bank active in CEE (June 19, 1991). 

34 lbid. 
"World Bank official, interview with USITC staff, June S, 

1991. 
36 OECD official, interview with USITC staff, June 18, 1991. 
37 World Bank official, interview with USITC staff, June S, 

1991. 

The State's absolute control over foreign trade in 
the five countries has given way to the use ·or 
traditional instruments of trade policy, such as tariffs, 
quotas and licenses, to meet goals of national economic 
policy.38 These goals include the acquisition of 
high-technology imports, the prevention of excessive 
depletion of foreign-exchange reserves, and the 
prevention of excessive exportation of goods in short 
supply.39 

All five countries now impose relatively low rates 
of duty on imports.40 The average tariff rate (the 
unweighted arithmetic average of rates) on imports is 
8.7 percent for Bulgaria, 4.6 percent for 
Czechoslovakia, 13.0 percent for Hungary, and 11.8 
percent for Poland. Romania is currently drafting a new 
import tariff schedule.41 

In addition to levying regular tariffs, other import 
restrictions are imposed for balance of payments 
reasons. Czechoslovakia levies a 15.0-percent 
surcharge on many consumer product imports;42 
Hungary fixes an absolute dollar ceiling on the 
importation of consumer goods;43 and Poland has 
recently introduced special tariffs on food imports.44 
According to some estimates, the combined tariff and 
nontariff barriers of the three Central European 
countries are equivalent to a 12.0-percent average tariff 
rate.4s 

All five countries require licenses for both the 
importation and exportation of commodities covered 
by international agreements (e.g., weapons, explosives, 
and radioactive materials).46 Export licenses are also 
required in all five countries for goods subject IO 
voluntary export restraint agreements or foreign quotas 
and for goods in short supply (e.g., enerJ?Y products, 
some food items, and medical products).47" 

Czechoslovakia, Hungary, and Poland issue import 
and export licenses for high-technology commodities 
recently decontrolled by the 17 ,nation Coordinating 
Committee for Multilateral Export Controls 

38 OECD official, interview with USITC staff, June 18, 1991. 
39 Ibid. 
40 lnfonnation obtained from the respective embassies in 

WashinglOll, DC, July 1-19, 1991. 
41 lnfonnation obcained from the respective embassies, 

July 1-19, 1991, and the Office of the United States Trade 
Rcpreseruative (USTR), Aug. 2, 1991. DBla for Romania were 
nOl available. 

The unweighted arithmetic average of tariff rates is 
6.8 percent for the United States and 6.S pcra:nt for boch lhc EC 
and Japan. At 17.3 percent, Australia has one of the highest rates 
among the developed countries; 11 43.1 perccnt, Thailand hu one 
of the highest rates among the dcvdoping CXIUJUries. Interview 
with lhc Office of the USlR, June S, 1991. 

42 Interview with commercial officer, Embassy of 
Cl.eChoslovakia, WashinglOll, DC, July 1, 1991. 

43 Interview with commercial officer, Embassy of Hungary, 
Washington, DC, July 1, 1991. 

44 Foreign Broadcast lnfonnation Service (FBIS), Daily 
Re/10!..t: Eastern Europe, June 13, 1991, p. SB. 

"' Calculated from national statistics. 
46 lnfonnation obtained from the respective embassies in 

Washington, DC, July 1-19, 1991. 
47 Ibid. 
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(COCOM).48 The three counlries i~ue licenses for the 
importation of the decontrolled items as a means of 
speeding up the approval of such sales by the Western 
nations, and they issue expon licenses to keep track of 
the reexpqrtation of these items under COCOM 
guidelines. 49 

There are no reliable estimates of the proponion of 
total trade ttansaetions that are subject to licensing 
requirements in the five counlries.50 However, based 
on the limited analysis thus far performed, none of 
these countries currently appears to en~age in 
excessive or objectionable licensing practices. 1 

The governments of all five countries intend to 
continue liberalizing their ttade regimes. 52 For 
example, officials from Hungary and Poland say that 
tariff rates are scheduled to decline in the two 
countries, and officials from Czechoslovakia have 
given assurances that the impon surcharge on 
consumer goods will be eliminated as scheduled by the 
end of 1991. S3 Neverthel~. many analysts believe that 
the current trade ·situation and the short-term economic 
outlook are not conducive to a further overall 
liberalization of their ttade regimes. Because all five 
countries are currently in a recession, the funher 
liberalization of ttade could aggravate the downturn in 
industrial production and employment as well as 
increase external debt.S4 

The CEE counlries have begun to create the 
legislative framework for the protection of their 
domestic industries. Based on General Agreement on 
Trade and Tariffs (GATn article VI (Antiduniping and 
Countervailing Duties),5~ Poland and Hungary have 
established a legal mechanism for dealing with 
domestic complaints about dumping and subsidization 
of imports.S6 Following guidelines laid down by GATT 
article XIX (the "Safeguard" clause),S7 Hungary also 
has established mechanisms that allow for temporary 
protection of domestic industry from unexpected surges 
in imports and Poland has begun to institute such 
mechanisms. S8 In Czechoslovakia, legal work has 

48 U.S. Department of Commerce official, interview with 
USITC staff, June S, 1991. For more on the easing of export 
conuols to the CEE region, see section on export controls under 
uTnde Policies of Major OECD Markets for Central and East 
Eu Ex ... 
~S. ~ent of Commerce official, interview with 

USITC staff, June S, 1991. 
50 World Bank official, interview with USITC staff, July 3, 

1991. 
SI Ibid. 
S2 Infonnation oblained fn::m the respective embassies. _in 

Wasl!!ngton, DC, July 1-19, 1991. 
SJ Ibid. . 
.54 For more deuiled infonnation, see USITC, /nJerNJlioNJI 

EcollDmic Review (IER), August 1991, p. 7. 
SS GATT, ~ext of the General Agreement, .. Basic 

lnslTumenJs and Sekcted DocwnenJs, vol. 4 (Geneva; March 
1969}d PP- 10-12. 

Interviews with respective embassies in Washington. DC, 
July 1 1991. 

ii GATT, ~ext of the General Agreement," Basic 
lnslTumenlS and Selected DocumenJs, vol. 4, pp. 37, 38. 

SI Interview with the Embassy of Hungary, Washington, DC, 
July 1, 1991. See also FBIS, Daily Report: &stern Ewope, 
Feb. IS, 1991, pp. 39-41. 
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begun to handle complaints under both GATT 
anicles.59 However, so far no petitions alleging 
dumping or subsidization have been filed in Poland or 
Hungary, and none alleging damages to a domestic 
industry from a surge in imports has been filed in 
Hungary.61> 

All five countries emphasize commitment to GATT 
principles and goals61 Czechoslovakia has been a 
member of GATT since 1948, Poland since 1967, 
Romania since 1971, and Hungary since 1974. 
Bulgaria received observer status in 1967 and 
requested accession in 1986.62 The Working Party to 
assess Bulgaria's petition for membership was 
established in April 1990.63 

Liberali7.ation of foreign investment. 

Since the beginning of radical economic reforms in 
1989/1990, policy makers in the CEE countries have 
assigned a key role to foreign capital in the transition 
process.64 All five counlries have expanded the 
po~ibilities of foreign ownership beyond joint 
ventures to the complete o\vnership of industrial 
assets.65 

Despite the liberalization of foreign investment, 
Western busine~s remain cautious in making use of 
the new opportunities.66 The region's economic and 
financial problems, lack of appropriate b~ 
climate, and inadequate infrasttucture have been cited 
as the most general disincentives to commit large sums 
of private capital to most of the counlries of the 
region. 67 Neverthel~. as these problems slowly 
recede, Western investment in the region is projected to 
grow. Improved access to markets in the West is a 
recogniZed factor in the growin'8interest of Western 
finns . to invest in the ·region. Among the five 
countries of the region, foreign inveslnients reportedly 
have begun to exert a significant economic impact only 
in Hungary. 69 · · 

S9 Interviews with the respective embassies in Washington, 
DC, July 1 and 8, 1991. "° Interviews with the respective embassies in Washington, 
DC, July 1, 1991. 

61 Interviews with the respective embassies in Washingtoa; 
DC, July 1-19, 1991. . 

62 Office of the United States Trade Representative, Foreign 
TrOlk Ba"urs, March 1991, p. 246. 

63 Ibid. 
64 Intervi,ews with the vice president of a U.S. invesllllelll 

fllDI active in CEE (June 6, 1991), CEE analysts al the OECD 
(June 17-18, 1991), and staff al a Eilropean-bued inlematianal 
bank active in CEE (June 19, 1991). 

65 Ibid . 
&I Ibid. 
~Ibid. 
611 Ibid. For details, see section on uForeign Direct 

InvestmenL.. · 
69 Radio Free Europe/Radio Liberty Research Institute 

(RFEIRL), Report on Ea.stun &rope, vol. 2, No. 21, May 24, 
1991, p. 23. 



Currency convertibility 
The extent to which national currencies can be 

exchanged for convertible currencies for the purposes 
of international transaction clearly marks the pro~ a 
CEE country has achieved in the implementation of 
market refonns and closely associated macroeconomic 
stabili7.ation policies.70 The International Monetary 
Fund distinguishes between current account 
convertibility and capital account convertibility.71 

The freedom to exchange the national currency for 
convertible currencies in order to import goods and 
services, repatriate foreign investment income, and 
make unilateral transfer payments is called current 
account convertibility.72 The four major preconditions 
for current account convertibility are realistic exchange 
rates, a set of macroeconomic policies that ensure a 
sustainable current account equilibrium, adequate 
liquidity in convertible currencies, and suffici~t 
economic reform to allow reasonably effective 
functioning of the price mechanism.73 

Although all five CEE countries have taken steps 
toward establishing current account convertibility, they 
have all retained constraints to full current account 
convertibility.74 In Bulgaria, restrictions apply to 
payments for services and transactions by individuals. 
The limited supply of foreign exchange is allocated 
through an interbank market where banks bid on behalf 
of their depositors, mainly industrial finns.7S In 
Czechoslovakia, industrial enterprises appear to have a 
more ready access to foreign exchange than do 
individuals:76 For example, exchange for tourism is 
strictly limited. 77 In Hungary, the authorities restrict 
exchange for consumer goods that are subject to a fixed 
annual value limit 78 In Poland, authorities restrict 
access to foreign exchange for the payment of services, 
and as a rule industrial enterprises appear to experience 
more restrictive access to foreign exchange than do 
individuals.79 In Romania, there is a formal foreign 

. 70 Remarks by Joshua Greene, Senior Economist, 
International Monetary F1D1d (IMF) at lhe Conference on Eastem 

. European Economies in Transition, May 23, 1991. 
71 For definitions regarding currmcy convertibility, see 

Joshua E. Greene and Peter lsard, C11Trency Convertibility and the 
·. Trais/omta1ion of Centrally Planned Economies, occasional paper 

No. 81 (Washington, DC: International Maietary Fund, June 
199JI: pp. 3, S-6, aid 17. 

2 For items included in lhe U.S. current account, see Council 
of Economic Advisors, Economic Report of the Pruidelll, 
February 1991, p. 402. 

73 For a detailed analysis of the preconditions for currency 
convertibility in Eastern Europe, see Joshua E. Greene and Peter 
Isard Currency Convertibility and the TransfomtaJion of Ce111ral/y 
p~ &onomiu, Occasional paper No. 81 (Washingtai, DC: 
International Monetary FIDld, June 1991), pp. 9-IS. 

74 Remarks by Joshua Greene, Senior Economist, 
International Monetary FIUld (IMF) at lhe Conference on Eastern 
Eurosiean Economies in Transition, May 23, 1991. 

75 Ibid. 
76 Ibid. 
77 Remarks by the Amb.usador from Czechoslovakia at lhe 

Conference on Eastern European Economies in Transition, 
May 23, 1991. 

78 Remarks by Joshua Greene, Senior Economist, 
International Monetary Fl.Did (IMF) at lhe Conference on Eastern 
Eu~ Economies in Transition, May 23, 1991. 

Ibid. 

exchange market where industrial fums and individuals 
can bid for the available supply. 80 The state strictly 
limits the availability of foreigI! exchange to be 
auctioned to finns and individuals.81 

The full repatriation of earnings on foreign capital 
is allowed by all five CEE countries, but there is no 
readily available information with which to make 
comparisons to Western experiences of profit 
repatriation. 82 

The freedom to exchange the national currency for 
convertible currencies for the purpose of sending 
capital out of the country is called capital account 
convertibility. 83 Whereas Western capital invested in 
each of the five countries may be repatriated subject to 
procedures of varying length, domestic fums and local 
residents are apparently unable to exchanJe the 
national currency IO make investments abroad. Some 
economists argue that convertibility for the purpose of 
investing abroad requires a larger supply of convertible 
currency reserves and a higher degree of domestic 
economic stability than currently exist in these 
countries. SS 

All five countries consider full convertibility (i.e., 
unrestricted convertibility for all international 
transactions) a goal to be achieved as soon as possible. 
This policy is guided by the recognition that progress 
in external convertibility increases access to Western 
capital and strengthens transition to a market 
economy.86 

Privati7.ation 
For the purposes of this study, privatization is the 

expansion of the private sector either by the 
establishment of new, privately owned businesses or by 
the state's divestiture of its property. To date, most of 
the expansion of the private sector in all five countries 
can be attributed to the establishment of new 
enterprises rather than to the divestiture. 87 

All five CEE countries have enacted legislation to 
expand their private sector, but pro~ in this area 
varies significantly among the countries. At present, 
Czechoslovakia, Hungary, and Poland have moved the 
furthest in creating the legal framework for the 
expansion of the private sector and in implementing 
programs aimed at the divestiture of state-owned 
industrial assets. 88 

IO Ibid. 
II Ibid. 
82 Ibid. 
83 For items included in lhe U.S. capital aCQOUJll, see Council 

of Economic Advisors, Economic Report cf the PruiMnt, 
February 1991, p. 403. 

" Remarks by Joshua Greene, Senior Economist, 
International Monetary Fund (IMF) at the Conference ai Eastern 
Eu~ Economies in Transition, May 23, 1991. 

Ibid. 
86 Ibid. 
ff1 lnlerviews wilh Catgressional Research Service, June 10, 

1991, and a U.S. investment furn providing usistanee in 
privatization to CEEs under contract to lhe U.S. Agency for 
International Developnent (AID), June 13, 1991. 

88 OECD analysts, interviews wilh USITC staff, June 17 and 
18, 1991. 
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The Establishment of New Businesses 
Although there are no detailed and comparable data . 

on the establishment of new blisinesses in the CEE 
countries, it is apparent that private entrepreneurship 
has gained significant momentum throughout the 
region. New private businesses in Bulgaria number 
approximately 50,000.89 Most of these businesses are 
in agriculture, services, and retailing.90 However, only 
about 5,000 of these businesses are fully functional, 
and profitable farms number in the hundreds. Only 
several dozen new fmns have a turnover in excess of 
$1 million.91 

In Czechoslovakia, there were 655,000 
registrations to start P.rivate businesses at the end of the 
first quarter of 1991.92 Of these, 495,000 were in the 
Czech Republic and 160,000 in the Slovak Republic. 
Of the total number of registrations; 189,295 were in 
industry. No information is currently available on the 
size or status of these new businesses.93 

In Hungary, there are 28,000 registered 
nonagricultural private businesses with sales in excess 
of $300,000.94 The new businesses are involved in 
practically every economic sector and industrial 
branch, including the machine, light, . and food 
industries and the consb'Uction ·and retail trades. 95 

The number of private business registrations in 
Poland increased by an estimated 400,000 during 
1990.96 The bulk ofnew businesses are in retailing, but 
there are significant numbers of private farms engaged 
in small-scale manufacturing, transport, foreign trade 
and services.97 At midyear 1991, private corporations 
numbered 38,516.98 The number of privately owned 
com~es in industry increased by 3,780 during 
1990.99 .· 

About 98,000 private businesses had emerged in 
Romania by the end of 1990..100 These are mostly 
small service outlets involved in personal · 
transportation and repairs. Other small firms produce 
food, textiles, handicrafts, and knitwear. 101 · 

19 Task Force on Refonn in Central and Eastern Europe, 
Headed by the Staff of the Executive Office of the President, 
Council of Eccnomic Advisen; Designing U.S. Policy 10 
Accekrale Crea1ion of Marul-BOStld Economies in Cenlra/ and 
Ea.stem EMTope, pp. 18, 20. 

90 Ibid. 
91 Ibid. 

19. 

92 OECD analyst, interview with USITC staff, July 31, 1991. 
93 Ibid. . 
94 FBIS, Ea.stern EMTope: Daily Report, July 1, 1991, pp. 18, 

95 Ibid. 
96 For delails m the expansim of the private sector in 

Poland, see Janine R. Wedel, The UnplaNted Soc~ty: Poliutd 
D11Tillg and After C"""""11i.r (New York: Colwnbia Univenity 
Press) (fonhcoming 1991). 

tft Ibid. 
91 Poland's Ministry of Finance, interview with USITC staff, 

July 30, 1991. 
99 FBIS, Daily Repon: Ea.stem &rope, Mar. 8, 1991, p. 14. 
lOO Task Force on Rdonn in Central and Eastern Europe, 

Headed by the Staff of the Executive Office of the President, 
Council of Ecmomic AdviJen, Duignillg U.S. Policy ID 
Accekrale Crea1ion of Maru1-Ba.sed Economies ill CelllTal and 
Ea.stern EMTope, p. 80. 

101 Ibid. 

10 

The Divestiture of State-owned Properry102_ 

Divestiture has been classified into the following 
methods:· sale of stoeks to foreign or domestic 
investors; 103 sale of entetj>rise assets through auction 
(liquidation); total or partial relinquishment of control 
by entering into joint ventures with private firms; lease 
of assets to private firms; or relinquishment of 
management to private firms through management 
contracts. These techniques may be combined in a 
number of ways, but the most prevalent method is 
likely to be the ~e 9f enterprises. A precondition to 
the application 9f this method is the transformation of 
the state-0wned company into a joint-stoek or 
shareholding company. 

Joint ventures have been created between Western 
firms and the state-Owned enterprises of the CEE 
region for several years and, to a limited extent, have 
eroded the state's ownership of industrial assets. 
However, the extent of this erosion has not been 
documented.104 

The following country-by-country description 
provides information on the status of divestiture in 
each of the five countries. 

Czechoslovak.ia, Hungary, and Poland. 
The principal method of divestiture in these 

countries is the transformation of the state-Owned 
companies into joint-stoek companies and the 
subsequent sal_e of their shares to private firms and 
individuals.1.os Some state-0wned firms volunteer and 
some are being forced · into this process by 
bankrupicy.106 Regardless of who initiates divestiture 
through the sale of shares, the enterprise concerned has 
to value its assets to price its shares and plan for the 

· 102 Slate propeny ·slated for divestiture is n0nnally cla11ified 
by its factor of productim (i.e., capital or land) and economic 
sector (i.e., industry, agriculture, trade, or financial services.) 
Within industrial enterprises, the nlDllber of anployccs serves 11 
the main criterion for dividing enterprises into large, medilDll, and 
small ones. The process of divestiture is classified according to 
initiator, targeted ownership, and divestiiure method: The 
divestiture of state property may be full or partial, and it may 
occur at once or gradually. 

Divestiture may be initiated by 111 aJ>Pl'O{'riate government 
agency, the state-owned· enterprise itself, a pnvate domestic entity, 
or a foreign finn. U divestiture is initiated by a state-owned 
enterprise and dudes govenunent control, the process is often 
referred to as "savage privatiution," "privatiutim from below," 
or "spontaneous privatiution." Based m the targeted ownenhip, 
the divestiture may be internal (the employees of an enterprise), 
external (outside .inves10n), or free distribution (the entire 
population through the distribution of ·property certificates or 
vouchcn). Divestiture may target two or all three of these 
groups. (Interviews with Cmgressimal Research Service, 
June 10, 1991, md a U.S. inveslment finn povidin3 a11istance in 
privatization to CEEs under contract 10 the U.S. Agency for 
International Development (AID), June 13, 1991.) 

103 Under this method shares are issued in the value of 
enterprise asseu and sold on one or more stodt exchanges or 
through negotiated sales (tenden). Shares may be sold at 
discoont or given gratis to the employees of the enterprise.· 

1°' For details on joint ventures, see section on Foreign 
Direct Invesunent, later in lhis report. 

1115 OECD analysts, interviews with USITC staff, June 17 and 
18, 1991. . 

106 Ibid. 



distribution of shares.107 By law, Government agencies 
in all three countries closely control lhe process of 
valuation and have the final word about enterprise 
divestiture plans.108 The three countries combine lhese 
divestiture methods in a large number of ways lhat 
seem to vary from enterprise to enterprise.109 

Allhough lhese countries underscore the 
importance of foreign capital in the divestiture of state 
enterprise and do not put legal limits on lhe foreign 
acquisition of divested property, employee ownership 
plans and other domestic placements of shares do in 
fact prevent the acquisition of foreign control over a 
large number of enterprises.1 lO A growing political 
opposition to foreiJtD ownership has also been noted in 
all three countries:-1 11 

A major difference in the divestiture strategies of 
the three countries is that Czechoslovakia and Poland 
intend to use vouchers as a major means of divestiture, 
whereas lhe use of vouchers in Hungary is limited to 
compensation for confiscated assets.112 H~led 
political debates relating to the divestiture of state 
property have created some measure of uncertainty 
concerning the ~ and extent of the entire process in 
all three countries.113 . 

Czechoslovalcia.-The "Law on Mitigation of the 
Consequences of Cenain Property Losses," enacted by 
the Federal Assembly in October 1990, and the "Law 
on Extrajudicial Rehabilitation," enacted in February 
1991, gave the legal basis for the restitution of propeny 
to pre-Communist owners.114 The "Law on Transfers 
of State-Owned Assets," enacted in October 1990, 
provided for the divestiture of small-scale enterprises · 
and commercial outlets, and the "Law on Large-Scale 
Privatization," enacted in February 1991, provided 
legal basis for the divestiture of large industrial 
enterprises and other bus~nesses.1 lS . 

Government programs call for the divestiture of 
roughly 3,000 enterprises representing about four-fiflhs 
of the country's major industrial fmns. 116 In lhe first 
phase of lhe program, 800 enterprises have been 
earmarked for divestiture.117 Most of lhese enterprises 

101 U.S. inves1ment furn active in lhe CEE area, interview 
with USITC siaff, July 26, 1991. 

108 Ibid. 
108 Ibid. 
109 Ibid. 
110 Ibid. 
111 Ibid. 
111 Jbid. 
113 Ibid. 
114 U.S. Depanmem of Seate, Bureau of Public Affain, U.S. 

Deportment of Sto1e Di.rpa1ch, Feb. 25, 1991, p. 13S; U.S. 
Department of Commerce, International Trade Administration, 
Cucho$lowlkio Priwuization /nfor""11io11, Febiuary 1991. 

115 U.S. Depanmem of Cormnerce, International Trade 
Administration: Czecho$lovaki4 Privatization /nformoJion, 
February 1991; Joint Publications and Research Services (JPRS), 
East Ewope Report, Jan. 23, 1991, pp. 25-29. For delails on new 
legislation governing the developrnem of private propeny rights 
and business law in Czedloslovakia, see CEA, Task Force on 
Reform in Central and Eastern Europe, Duignillg U.S. Policy to 
Acceurau Creo1ion of Marat-Baud Eco110miu ill Central Olld 
Eastern Ewo~,_I!P._ 30-33. 

116 Ibid. RFFJRL. Report on Eastern Europe, vol. 2, No. S, 
Feb. I~ 1991, p. 7. 

llt Ibid. 

volunteered but some were forced into participation by 
bankruptcr 118 Preparations for lhe first phase are well 
advanced. 19 The paniciP,ating fmns have transformed 
themselves into joint-stock companies and are under 
obligation to submit their plans for divestiture to the 
Government by October .31, 1991.120 .The major 
Government agencies involved in the preparation and 
acceptance of the plans are lhe Czech Ministry of 
Privatization and the Slovak Ministry of Privatization 
at the republic leveli and the National Property Fund at 
the federal level.1 1 The actual sale of shares is 
scheduled to begin in early 1992.122 

The free distribution of state property through 
vouchers apparently plays a significant role in the 
country's divestiture strategy.123 The government plans 
to provide every citizen over the age of 18 a voucher 
booklet to use for lhe purchase of shares.124 Each 
booklet will contain 1,000 investment points in various 
denominations. The holder can deposit investment 
points either wilh companies earmarked for divestiture 
or wilh private investment companies.125 Since 
enterprise divestiture plans are not yet approved, it is 
not known what portion of the assets of each enterprise 
will be distributed through vouchers.126 Analysts say 
that by attempting to maximize lhe cash value of the 
subscription to lheir capital, many fmns will tend to 
limit the distribution of shares through vouchers.127 
According to some estimates, not more than 30 percent 
of the total assets involved in the first phase of 
divestiture is likely to be distributed through 
vouchers.128 

In January 1991, the state began to au<;tion roughly 
100,000 state-owned commercial and service outlets. 
Approximately 300 companies were sold at 30 auctions 
by mid-1991.129 

Hungary.-The "ACT XIII of 1989 on the 
Transformation of Business Organii.ations and 
Companies of 1989" (lhe S<Kalled Transformation 
Act), enacted in June 1989, established the legislative 
framework for lhe divestiture of large ·enterprises.130 
The "Law No. LXXIV of 1990," enacted in September 
1990, provided for lhe divestiture of small state-owned 

118 Interview wilh Depannient of Comnierce official, July 26, 
1991. 

119 Ibid. 
120 Ibid. 
121 Ibid. 
122 JPRS, East Europe Report, June 18, 1991, pp. 34, 3S. 
123 Ibid. . . 
l:M Ibid. 
11' Ibid. 
126 U.S. [lepanment of Coounerce analyst, interview with 

USITC staff, Jufy 26, 1991. 
127 Ibid. 
128 Ibid. 
129 Tl!sk Force on Reform .in Central and Eastern Europe, 

Headed by the Staff of the Executive Office of lhe President, 
Council of Economic Advisers, Designing U.S. Policy to 
Accelerate Creation of Market-Based Economies in Central and 
Eastern Europe, p. 41. 

l30 U.S. Depanment of Commerce, Bwsinus America, 
Jan. 14,. 1991; p. 17. For a complete review of legislation to 
expand the private sector in Hungary, see CEA, Task Force on 
Reform in Cen1ral and Eastern Europe, Designillg U.S. Policy to 
Accelerate Creation of Marat-Based Economies ill Central Olld 
Eastern Europe, pp. 48-63. 
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stores, restaurants, and other service outlets.131 ''Law 
VII of 1990 on the State Property Agency," enacted in 
January 1990, established the State Property Agen~ 
(SPA) to assist and monitor the divestiture process. I 
"Law No. XXV of 1991," enacted in April 1991, 
provided for the compensation of expropri~ 
assets.133 The law covers not only the Communist 
period, but also World War 11.134 

Government programs call for the divestiture of 
2,000 industtial enterprises over the next few years, 
representing 50 percent of the state's assets.13S Based 
on manpower size, 300 of these enterprises are 
considered large, 1,200 medium, and 500 smalll.136 

At the end of March 1991, 400 enterprises were 
involved in the divestiture process with a combined 
asset value of approximatively $5 billion.137 Within 
this group. state ownership fell below 50 percent in 9 
large and 22 medium- and small-size enterprises.138 
The state's ownership declined from 100 percent but 
remained above 50 percent in roughly 200 
enterprises.139 For some of these 200 enterprises, the 
sale of shares has just been authorized; for others, the 
state's share has declined to nearly 50percent140 Even 
when the state has retained majority ownership, it has 
often conttacted a private firm to manage the 
enterprise.141 With the exception of the Hungarian 
ttavel agency musz, most of the shares of which were 
sold on the Budapest and Vienna stock exchanges, 
stocks were sold through private bidding.142 

On April 1, 1991, the Government began to auction 
9,900 of the state's approximately 30,000 retail 
oudets.143 By August l, 1991, the Government 
auctioned off 433 outlets and was engaged in 
negotiations concerning the sale of 2,000 other 
outlets.144 

Divestiture of the 340 service chain enterprises. 
which own the majority of the state's remaining 20,100 
retail outlets, is scheduled to begin by yearend 1991 
through the regular mechanisms applied in the 
divestiture of large enterprises.14s Foreign firms and 

IJl U.S. Departmelll of State Telegram, Budapest, Message 
Reference No. 14890. 

in RFEJRL, Report on &stern &uope, vol. I, No. 34, 
Aug. 24, 1990, p. 27. _ . · 

m RFEJRL, Report on &stern Eiuope, vol. 2, No. 19, 
May 10, 1991, p. 10. . . 

134 Official Gazette, No. 77, July 11, 1991 (in Hungarian}. 
llS The Bureau of National Affain, Inc., /lllentatiollOI Trade 

Reporter, Dec. S, 1990, p. 1840; RFFJRL, Report on &stern 
Eluoae, vol. 2, No. S, Feb. I, 1991, p. 7. 

'"\ .. -- -r36 Ibid. 
'· lJ7 State Propcny Agency (SPA}, Budapest, interview with 

:,:., USITC staff, Aug. 16, 1991. 
138 Ibid. Included among the 9 large enterprises is the 

renowned Hungarian light bulb manufacturer Tungsram that sold 
SI ~rccnt of iu stock to the General Electric Co. in late 1989. 

139 Ibid. 
140 Ibid. 
141 Ibid. 
142 lbid. 
143 State Propcny Agency (SPA}, Budapest, Hwigary, 

interview with USITC staff, Apr. 23, 1991. 
t44 State Propcny Agency (SPA}, Budapest, Hwtgary, 

interview with USITC staff, Aug. 2, 1991. 
14S Ibid. 
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individuals will be allowed to buy stocks in these 
com~ies or to establish business combinations with 
them.146 After the divestiture of the 340 chain 
enterprises. the fate of the outlets under their control 
will be decided by the new owners.147 

The consensus in Hungary indicates a preference 
for a gradual rather than a shock-therapy approach to 
divestiture.148 

· Poland.-The "Law on State Enterprises," 
published in May 1990 (as amended),149 provided for 
the liquidation of some state-owned enterprises. ISO The 
''Law on Privati7.ation of State-Owned Enterprises," 
enacted in July 1990, provided the legislative basis for 
the divestiture of both large industrial enterprises and 
state-owned commercial outlets. ISi This law also 
created the Ministry of Ownership Transformations to 
assist and administer the process. IS2 Legislation to 
provide for the use of Government bonds to 
compensate for the expropriation of assets during the 
Communist era is in the draft stage. IS3 

Current Government programs aim at the 
divestiture of one-half of the country's 8,000 industrial 
enterprises during the next few years. IS4 The 
divestiture of the 500 largest enterprises will be 
accomplished on a case-by-case basis. ISS The 
divestiture of the rest of the industrial firms will be 
carried out through mass sales to individual buyers. IS6 

At the end of May 1991, the state had fully 
divested 8 large and 4 medium-sized industrial 
enterprises in two separate pilot projects, IS7 and it was 
engaged in the divestiture of 136 other enterprises. IS& 
Of these 136 enterprises, 90 were en2aged on a 
voluntary and 46 on a compulsory basis. ISCT During the 
second half of 1991, the Government plans to complete 
preparations to divest 20 large enterprises and to begin 
auctioning off thousands of small and medium-size 
enterprises.160 

146 Ibid. 
147 Ibid. 
14& FBIS, Daily Report: &stern E11TOpe, Scpl. 17, 1990, 

p.29. 
149 This law was originally enacted in Scpccmber 1981. 

Library of Congress, interview with USITC staff, Aug. I, 1991. 
1st> Sec, FBIS, Daily Report: &stern E11Tope, Aug. 13, 1990, 

pp. 61-68. 
ISi 29 l.L.M. 1226 (1990) and FBIS, Daily Report: &stem 

Eurooe, Aug. 13, 1990, pp. S2-S7. 
m Ibid. 
ISJ Sec Task Force on Reform in Central and Eastern Europe, 

Headed by the Staff of the Executive Office of the President, 
C.ouncil of Economic Advisen, Duignillg U.S. Policy to 
AcceleraJe Crealion of Marut-Ba.sed Economiu ill Ce111ral Olld 
F.astern Europe, p. ti6. 

IS4 F.mbusy of Poland in Washington, DC, interview with 
USITC staff, July 29, 1991. 

us FBIS, Daily Report: &stern E11TOpe, Feb. 14, 1991, 
p.36. 

IS6 Ibid; JPRS, F.ast E11Tope Report, Jan. 16, 1991, p. 38. 
IS7 F.mbusy of Poland in Washington, DC, interview with 

USITC staff, July 29, 1991. 
1sa FBIS, Daily Report: F.astern E11TOpe, Feb. 14, 1991, 

pp. 36, 37; and Daily Report: &stern Europe, Apr. I, 1991, 
p.38. 

IS9 FBIS, Daily Report: &stern E11Tope, Mar. 13, 1991, 
p.43. 

160 MOT official, interview with USITC staff, Apr. 2S, 1991. 



The details of mass divestiture, based on the 
Government's draft proposal published in late I990, 
are presently under discussion in the country's 
legislature. According to this proposal, enterprises 
slated for divestiture would give IO f:ircent of the 
shares to their employees free of charge. 61 Employees 
would also be allowed to buy an additional 20 percent 
of the shares at half price.162 Another 30 percent, of the 
total asset value of these enterprises would be 
distributed in the form of ownership coupons to ·every 
adult citizen. According to preliminary estimates, each 
coupon would be worth I,000,000 zlotys (ca. $I05).163 
Individual citiz.ens would be entitled to sell their 
coupons to mutual funds, thereby moving their 
holdings from the capital market to the money market. 
Of the remaining 40 percent, 20 percent would be 
given to the Social Security Agency, IO percent to 
commercial banks, which could also purchase stocks 
from the muwal funds, and the remaining IO percent 
would be sold through public or private offerings.164 
About 70 percent of the state's commercial outlets have 
been divested or leased.165 

Bulgaria and Romania. 
Both countries are engaged in the preparatory 

stages of divestiture. As in the three other CEE 
countries, the principal method of divestiture will be 
the transformation of state-owned companies into 
joint-stock companies and the subsequent sale of their 
shares to private firms and individuals.1ti6 The free 
distribution of assets through vouchers will play a 
major role in the divestiture process. The authorities of 
both countries emphasize the role foreign capital is 
likely to play in the process.167 

Bulgaria.-Allegations of corruption surrounding 
earlier efforts to divest state-owned assets have 
·prevented the passage of legislation guiding 

161 FBIS, Daily Report: Eastern Ewope, Jan. 16, 1991, 
pp. 38-40. 

162 Jbid. 
UD Ibid. 
164 Ibid. 
165 Ministry of Ownenhip Transfonnation, Wanaw, interview 

with USITC staff, Apr. 17, 1991. 
le6 Prehcaring brief sul:mittcd to the USITC by the Embassy 

of Romania, July 10, 1991, pp. 6, 7; Task Force on Rdonn in 
Central and Eastern Europe, Headed by the Staff of the Executive 
Office of the President, Council of Economic Adviscn, Designing 
U.S. Policy to Accelerate Creation of Market-Based Economies in 
Ce111ral and Eastern E11TOpe, pp. 23·27. · 

167 Ibid. 

divestiture.161 Nevertheless, a national agency to 
oversee the process has been created in anticipation of 
the enacunent of legislation.169 At least 500 
small-scale enterprises have been leased to employees 
to reduce the state's role in the operative management 
of industry and commerce.170 

Romania.--:Law I5/I990, promulgated in August 
I990, and the Privatization Law, promulgated in 
August I99I, provide the legislative basis for the 
divestiture of enterprises in Romania.g1 The 
Government's goal is to divest 50 percent of the eQui~ 
of all enterprises selected for divestiture by I993.172 

The Government program derived from these laws 
stipulates a six-phase approach: (I) selection of state 
enterprises for divestiture; (2) conversion of 
state-owned enterprises into joint-stock companies with 
the state as the first owner; (3) selection of the 
enterprises for a pilot program; (4) distribution of 30 
percent of the shares of enterprises that are included in 
the pilot program; (5) sale of the remaining equity to 
mutual funds and on the national stock market; and (6) 
implementation of the full-scale program.173 

Of the 6,000 enterprises selected for divestiture, 
5,200 enterprises have been turned into ,joint-stock 
companies to date, and 35 of these have been selected 
for the pilot program.174 Preparations are underway 
for the establishment of a number of mutual funds and 
the Bucharest stock market, which will play a vital role 
in the sale of 70 percent of shares, but analysts do not 
expect their completion before 1992. 175 

168 Task Force on Refonn in Central and Eastern Europe, 
Headed by the Staff of the Executive Office of !he President, 
Council of Economic Advisen, Designing U.S. Policy to 
Accelerate Creation of Market-Based EcollOll'liu ill Celltral and 
Eastern Ewope, p. 18. For details on lhe parliamentary debate 
surrounding the divcstiwrc of state-owned assets in Bulgaria, sec 
RFURL. Report on Eastern Ewrope, Aug. 23, 1991, pp. 2-4. 

169 Task Force on Rcfonn in Central and Eastern Europe, 
Headed by the Staff of the Executive Office of the President, 
Council of Economic Adviscn, Designing U.S. Policy to 
Accelerate Creation of Market-Based EcollOll'liu in Celllral and 
Eastern Ewope, p. 23, 24. 

170 Ibid. 
171 Monilorul Oficial, No. 9818, August 1990 (in Romanian); 

chid editor of Romania Economic Newsletter, interview with 
USITC staff, Sept. 10, 1991. 

172 Ibid. 
173 Ibid. 
174 Ibid. 
m Official Tran.script of Proceedi"8s of the U.S. 

Jn1ernational Trade Commission, Investigation No. 332-308, 
PP· 16-18; Ollef F.ditor of Romania Economic Newsletter, 
interview with USITC staff, Sept. 10, 1991. 
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Chapter 3 
International Aid and 

Investment Initiatives Pertaining 
to Central and Eastern. Europe 

Prepared by Peter Pogany, Janet Whisler, 
Kimberlie Freund, and Linda Shelton 

Multilateral and Foreign Government 
Aid and ~istance 

The· United StalCS and other Organiution for 
Economic Cooperation and Development (OECD) 
countries provide a variety of aid and assistance 
through both bilateral and multilateral 
arrangements.176 The Commission of the European 
Communities (EC Commission), which regularly 
reports on aid and assistance to the Cenlral and Eastern 
European (CEE) countties, classifies the programs 
provided into the following categories: . ( 1) 
macio-Cconomic assistance (mainly programs by the 
IMF and :the World Bank, plus financial assistance to 
support the uansition process, e.g., the Stabili7.8tion 
Fund for Poland);177 (2) energy assistance (emergency 
energy assistance and the development of guidelines 
for long-tenn energy cooperation with Western 
Europe); (3) food aid and agricultural assistance (e.g., 
financing projects in rural telecommunications and 
improvements in food-processing equipment); 
(4) humanitarian and medical aid (e.g., emergency 
deliveries of pharmaceuticals and baby food to 
Romania); (5) training (e.g., language training 
ass!stance and ~t';l~nt ex~hanges); (~) environme~tal 
ass1Stance (feas1b1bty studies for projects to alleviate 
air and water pollution and monitoring programs); and 
(7) facilitation of foreign investment (e.g., programs to 
foster investment through project financing, 
publication of surveys on investment protection, and 
tax agreements).178 

These various programs of the member countries of 
the OECD, or Group of 24 <G-24),179 are coordinated 
by the EC Commission.1 80 Both bilateral and 
multilateral aid and assistance were initially provided 

176 OECD analysu, interviews with USITC staff, June 17-18, 
1991; U.S. General Acc:ounting Office, Eas1m1 Europe, Donor 
AuullJllCe Oltd Reform Ej/oru, November 1990, p. 12. 

177 The Stabilization Fund for Poland was designed to help 
the 1.IOly maintain a relatively stable exchange rate following lhe 
wide-scale deaintrol of prices and currency transactions that 
oa:urred on January l, 1990. (USITC, 6511t. Quarterly Report on 
Trade Between the United Stales and IM Nonmarul Economy 

'· Coun1ries During 1990 (Publication 2375, April 1991), p. 16.) 
178 Commission of the European Cooununities, Progrus 

Report °" G-24 Auutance lo Central Oltd Eastern Ewrope, 
presented 11 a meeting of the Group of 24 in Brussels, Jan. 30, 
1991. JJP. 3-9. . 

l'19'The 24 OECD member countries are as follows: 
Ausualia, Austria, Belgium, Canada, Denmark, Finland, France, 
Germany, Greece, Iceland, Ireland, Italy, Japan, Luxembourg, 
Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, 
Switz.erland, Turkey, the United Kingdom, and the United Slates. 

180 OECD analysts, interviews with USITC staff, June 17-18, 
1991. See also USITC, 1992, The Effecu of Greater Economic 
/n1egrali011 Willi.in IM European Comnuuiily on lhe United Stales: 
Tlt.ird Followup Report, Investigation No. 332-267 (USITC 
Publication 2369, March 1991), p. 1-29. 

to only Poland and Hungary, but coverage was 
extended to Bulgaria and Czech~lovakia in 1990181 
and to Romania in 199 t. l 82 The EC Commission 
~eived the mandate for this role through the PHARE 
program-Poland and Hungary, Aid for Restructuring 
of the Economy; and PHARE remains the designation 
for the aid and assistance programs extended to all the 
CEE countries. 

The coordination role may be shared in the future 
with the OECD. The OECD announced in June 1991 
that it has concluded a major cooperation agreement 
with Czechoslovakia, Hung~ and Poland, called 
"Partners in Transition~ (PIT). lb The content of the 
programs will be detennined jointly by OECD's Centre 
for Cooperation with European Economies in 
Transition (CCEET) and the partner countries' 
govemments.184 Among the activities to be 
undertaken, the OECD will study the economies of the 
partner countries with the aim of "providing their 
authorities with a general orientation on reforms or 
other policy measures affecting macroeconomic, 
sectoral and structural aspects. "185 Technical assistance 
in the implementation of recommended &°licies will 
also be a part of each country program. I 

In June l 99i, the OECD also endorsed a resolution 
urging the avoidance of tied-aid credits for the 
countries of CEE.187 This action was taken in an 
apparent effort to prevent member-country 
governments from using aid as a means to compete for 
CEE marlcets. 

During the 18 months from July 1989 through 
December 1990, the cumulative value of bilateral aid 
and assistance to the CEE countries by the G-24 and 
the European Community as a separate organization188 
amounted to $27 .0 billion.189 Aid and assistance by 
multilateral organizations during the same period 
amounted to $5.5 billion.190 At the end of 1990, Poland 
and Hungary were the largest recipients of both 
bilateral and multilateral assistance (table 4). The 
distribution of assistance by major types of programs is 
shown in table 5. Gennany had made the largest 
commitments of grants and loans or credits to the CEE 
countries by yearend 1990, followed by the EC as a 
body separate from its member slalCS. Among the G-24 
countries, Japan was the second single largest donor, 
and the United SlalCS ranked third (table 6). 

111 Ibid. 
l82 Govemment of Romania, commercial office in New York, 

interview with usrrc staff, J1D1e 11, 1991. 
l83 OECD, Press Release, Paris, June 4, 1991. 
184 Ibid. 
185 Ibid. 
186 Ibid. 
!87 OECD, Press Release, Paris, June S, 1991. 
188 The aid and assistance provided by the EC is in addition 

to that provided by ils member slates. 
189 Commission of the European Communities, Progress 

Report on G-24 Assutan.ce 10 Central and Eastern EllTope, 
Jan. 30, 199/, Annex /, p. J. Figwes prOYided in ECUs were 
converted into U.S. dollars all ECU = $1.18. 

190 Multilateral organiutions here rder to the European 
Investment Bank (EIB), the World Bank, and the European Coal 
and Steel Communi1y (ECSC). See Commission of the 
European Cooununities, Progru.r Report 011 G-24 Auuta11a 10 

Central Oltd Eastern Ewrope, Jan. 30, 1991, p. 2. 
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Table 4 
Geographic distribution of aid and assistance to Central and Eastern European countries, Dec. 31, 1990 

(In psrcent) 

Country 

Poland ................................. . 
Hungary .............................. · .. . 
Czechoslovakia .......................... . 
Romania ............................... . 
Bulgaria ................................ . 
Unallocated ............................. . 

Total .....•.......................... 

Bilateral assistance 
by members of G-24 
and the EC 

40.6 
27.2 
5.2 
2.1 
1.1 

23.8 

100.0 

Assistance by 
multilateral 
organizations 

50.9 
30.5 

9.7 
3.1 
5.8 

100.0 

Source: Commission of the European Communities, Progress Report on G-24 Assistance to Central and Eastern 
Europs, Jan. 30, 1991. 

Tables 
Distribution of aid and assistance to Central and Eastern Europe, by major type of program, Dec. 31, 1990 

(In percent) 

Bilateral assistance 
by members of G-24 
and the EC · 

Assistance by 
multilateral 
organizations. Type of program 

Social and administrative infrastructure ........ . 

Economic infrastructure: 
Environment ........................... . 
Training . ~ ............................ . 
All other .............................. . 

Total ............................... . 

Productive sectors ...........•............. 

Nonproject assistance2 • • • • ••••••••••••••••• 

E"F~~1 ~~i-~~~~: ..................... . 
All other ..•............................. 

Total ........................... : ... . 

Official support: 
Export credits .......................... . 
Investment support .......•............... 

Total ............................... . 

Unallocated ............................. . 

Total .................•.............. 

0.6 

2.4 
1.9 
2.8 

7.1 

7.4 

28.8 

4.3 
.5 

4.8 

29.3 
5.5 

34.8 

16.5 

100.0 

20.9 

9.6 

14.0 

(1) 

(1) 

55.5 

100.0 
1 Not applicable or no data available. · 
2 Consists mainly of financial assistance to stabilize the CEE economies. 

Source: Commission of the European Communities, Progress Report on G-24 Assistance to Central and Eastern 
Europe, Jan. 30, 1991. 

Germany's bilateral commitments of grants to 
Poland amounted to $839.3 million at the end of 
1990.191 The grants consisted mainly of debt relief 
($784.7 million) and funds ~rovided for environmemal 
protection ($22.4 million).1 

191 Cammission of the European Communities, Scoreboard of 
Assi.r11111u to Celllral ONJ &stem E11TOpea11 Co11111riu, pn:scnled 
at a meeting of the Group of 24 in Brussels, Jan. 30, 1991. 

192 Ibid. . . 
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Germany's grant commitments to Hungary were 
$31.6 million at the end of 1990; to Romania, $28.8 
million; and to Bulgaria, $2.8 million.193 Its official 
commitments of loans and credits to Poland and 
Hungary amounted to $1.7 billion each.194 At the end 

193 Ibid. 
194 Ibid. 



of 1990, Gennany had made no loan or credit 
commitments to ·Bulgaria, Czechoslovakia. .and 
Romania.195 

.. The EC has · made substantial bilateral 
commitments of assistance to the CEE countries 
sep3iate from those made by its member states.· The 
EC's commitments of grants to Poland amounted to 
$398.6 million at the end of 1990. The grants consisted 
mainly of food emergency aid ($147.5 million) and 
funds for agricultural development ($118.0 million).196 
The EC's commitments of grants to Romania amounted 
to $151.5 million; to Hungary, $107.1 million; to. 
Bulgaria. $68. 7 million; and to C:zechoslovakia, $40.1 
million.197 The official EC commitments of loans and 
credits during 1990 were $1.0 billion to Hungary and 
$427.2 million to Czechoslovakia.198 The EC reported 
no loan or credit commitments to Poland, Bulgaria. and 
Romania.199 . 

Japan's bilateral commitments of grants to the CEE 
_countries by the end of 1990 amounted to $28.3 
million, consisting of $26.5 million in emergency food 
aid to Poland and $1.8 million in food aid to 
Bulgaria. 200 Its loan and credit commitments to CEE 
countries totaled $1.8 billion: $870.7 million to 
Poland, $769.6 million to Hungary, and $171.1 million 
to Czechoslovakia. 201 

U.S. bilateral grant commitments to the CEE 
countries totaled $438.6 million at yearend 1990, and 
loan and credit commitments totaled $211. 7 million. 202 
U.S. grant commitments to Poland amounted to $350.8 
million; to Romania, $73.5 million; to Bulgaria, $14.2 
million;· and to. Hungary, $0.1 million.203 The 'United 
States also extended official expon credits of $171.1 
million to Poland and $40.6 million to Huilgary.204 · 

U.S. assistance to Eastern Europe was flist ·. 
extended through the Support for East European 
Democracy (SEED) Act of 1989.ios As authorized by 
this act, food aid for Poland represented the. ~es~ 
single U.S. bilateral initiative, and panicipation i.n the 
Stabilization Fund· for Poland accounted for the largest 
U.S .. contribution to ass!stance ·extended . throu~ 
mulblateral channels dunng fiscal year 1990. 
Starting with fiscal year 1991, appropriations.for u:s. 
assistance to the CEE countries were included· in· the 
overall foreign ~istance legislation.207 The Foreign ' 

l9' Ibid. 
1911 Ibid. 
197 Ibid. 
191 Ibid.' 
199 Ibid. 
200 Ibid. 
201 Ibid. 
·202 Ibid. 
~2Q3 Ibid. 
~Ibid. . · 
~ For details, see USITC, Trade Bet'Wfle1t the Uniled Stalu 

Olfd ilie NONWJrUJ Economy COIUllT~s Dwrillg.1989 (USITC 
PubliCatim 2286, JIDle 1990), pp. 18-19. 

206 Ibid. For more dc:lails on !he European Bank for 
Recon1uuc:lion and Devdopmeru, see USITC, /11UrN11io110l 
Eco""'11ic Review, April 1991, pp. 9-10. . 

'1111 For dc:lails, see USITC, Trade Bet'Wfle1t the Uniled S141u 
Olfd the NONWJrUI EcOltomy COfllllTiu Durillg 1990 (USITC 
Publication 2375, April 1991), p. 16. .· . . - .. · ... 

Assistance Appropriations Act for fiscal -l:Jear 1991 
authorized . ~370 millic;>i:t. for the region. . 8 . These 
programs include a wide . range of activities, e.g., 
technical assistance, training,. scholarship. programs, 
and ·medical assistance. Major areas of activities 
supported through bilateral channels include private 
sector development,' environmental protection,. the 
production and use of energy, and agricultural and rural 
development 2()1} Activities supported . through 
multilateral channels include U.S. contributions to the 
establishment of the European Bank for Reconsb'Uction 
and DeveloP.ment (EBRO) and the Stabilization Fund 
for Poland.210 At the end of 1990, 36 U.S. 
Government agencies parucipated in various aid and 
assistance programs. 21 

In July 1991, President Bush announced a Trade 
Enhancement Initiative for the countries of Central and 
Eastern Europe.212 Under this new initiative, the 
United States has made commitments to (1) increase 
market access for the countries of the region by 
liberalizing quota programs and enhancing its GSP 
program and (2) help improve the export perfonnance 
of the eligible countries through a targeted technical 
assistance program. The latter will include assistance to 
establish expon and investment promotion programs, 
expon financing programs, and training in management 
and marketing. The United States has also pledged to 
take precautions to ensure that its agricultural expon 
subsidies do not displace fann exports from the CEE 
countries. 

Foreign Direct Investment213 

Foreign direct investment (FDI) is expected tO be a 
key to futw-e CEE economic development. Most of the 
CEE.countri~s already have co~iderable hard-currency 
debt and lack the necessary financial ' resources to 
finance commei'cial and infrasb'Uctural development. 
Many foreign commercial banks are reluctant to extend 
funher credit to them until there is more certainty 
ieg&rding their ability to repay. At present, ·FOi 
provides the best ' practical means of financing 
development ·without · inereasing these countries' 
external' debt' · 

Vtrtually all past and recent FDI in CEE has been 
in joint ventures. While. foreign. acquisitions of 
domesti.c; enterprises are now technically legal in most 
of the countries, joint ventures are easier to establish, 
pref erred .by the host government, and l~ss risky 
because the local partners can be.,of special assistance 
in obtaining nee~ supplies and government 
approval .. FQreign partners ~· attracted by the large 
poql of relatjvely .skilled labor at lo~. wage rates, the 
existing manufacturing base, the potential of the CEE 

208 Ibid. · 
• 209 Ibid. 

210 Ibid. 
211 Ibid. 
212 The While House, Office of lhe Press Secretary, Preu 

Rt/ease, July 12, 1991. 
213 Data sciilrces on joint ven1Ures and foreign direct 

investment do not distinguish between equity investmerus and 
ocher types of business arrangements, such as licensing. For this 
reason, joinl ventures and in~stmeitt 'in lhe remainder of this 
section refer to all types of ~rative .business arrimgemenll .. 
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Table 6 
Distribution of aid and a .. latance to Central and Eaatem Europe among member• of the Group of 24 and th• 
European CommunHy, Dec. 31, 1990 

(In percent) 

Donor Share of tots( 

European Community1 ............................................................ . 17.6 

EC Member States: 
Germany ............................................. ; ..................... . 19.7 

7.7 
7.3 
4.7 
3.0 
5.8 

Italy ..................................•...•.................................. 
France ....•.............•.................................................... 
United Kingdom .............•.......•.......•...•............................. 
Spain .........•......•..•.....•...........••.................•.............. 
All other .....•.•...............•............................................. 

Total ..................................................................... . 48.2 

EFTA Member States: . 
Austria .......................... · ...... · ................... ; ..... · ............. . 3.7 

2.6 
4.3 

Switzerland ........ · ....................... ; ................................. . 
All other .....................•............•....... · ............................ . 

Total ............ · ........... · ................... · ........................... . 10.6 

1.8 Turkey ................................................... : ................... . 

North America: . 
·United States ........ ~ ..................... · .................................. . 8.5 

1.9 All other ................................... ~ ................................. . 

Total ...................................................................... . 10.4 

Far East/Oceania: 
Japan ................................................................. · ..... . 10.6 

0.8 
11.4 

All other ...................................................................... . 
Total ..................................................................... . 

Grand total ....................................... ~ ........................ . 100.0 
1 Assistance is provided by the European Community as an organization separate from its member states. 

Source: Commission of the European Communities, Pmgress Report on G-24 Assistance to Central and Eastern 
Eun>pe,Jan.30, 1991. . · . 

market, and the possibility of using .CEE as a gateway 
to an even larger Soviet market. CEE panners are 
interested in foreign investment to modemi7.e and 
upgrade production and services, technology, and 
management and marketing skills. 

Joint ventures were not pennitted in any CEE 
countty prior to 1968. As of April 1991, the number of 
registered East-West jQint ventures was reported to be 
in the ran2e of 15,000,214 compared with less than 400 
in 1987.ns Joint-venture activity is dominated by 
Gennan and Austrian finns. Location, culture, and 
historical ties play a major role in this relationship. 
Although U.S. ventures are fewer in number than those 
involving Getman and Austrian finns, total U.S. capital 
outlays are proportionately larger. In Hungary, U.S. 
investment increased from 17 percent of total foreign 
investment in January 1990 to more than half of the 
amount invested by June 199t.216 

214 Calculated from data prepared by UNECE as cl April 
1991. 

21s Calculated from UNECE d&1I presented in Eas1-Wut 
JoiN Ve111wu, 1988. This figure does noc include 719 "Polonia" 
firms, which are generally small-scale businesses lhal are owned 
and operated by foreignen of Polish origin. · 
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Japanese finns have not yet become significant 
investors . in CEE, but reports indieate that Japanese 
companies ate actively examining investment 
po~ibilities.217 According tO a survey taken in 
September 1990 by ORT International, a U.S.-based 
accounting finn, many Japanese investment plans 
include delaying investments until 1995 and after. 
Reportedly, current Japanese priorities are in 
developing import-export activities rather than direct 
investment.218 

· As of April 1991, Hungary accounted for 
46 percent of the region's registered joint ventures, 
followed by Poland and Czechoslovakia with 24 and 
19 percent, respectively (figure 2). At $1.4 billion, 
Hungary was by far the largest recipient of foreign 
capital accumulated through joint ventures, followed 
by Poland at $460 million and Czechoslovakia at $418 
million (figure 3). Hungary's success in attracting FDI 
most likely stems from its early liberali7.ation of JV 
laws and its . steps toward economic and political 

216 /lllmtationaJ Trade Repomr. July 24, 1991, p. 1124. 
· 217 Japanese banks, however, have been active in financ:ina 

investment in Eastern Europe. 
211 BusiMu Eastern E11rope, Oct. 8, 1990, pp. 329-330. 



refonn. Hungary also has a relatively high rate of 
registered joint ventures in operation. Over 75 percent 
of the registered JVs was in operation in Hungary by 
July 1990, compared with only 40 percent in Poland 
and 20 percent in C:zechoslovakia at the end of the 
year. For the most part, investment activity in 
Czechoslovakia has been fairly recent, · since the 

-, Government liberaliz.ed its foreign investment law in 
. ~Y 1990. Around 70 percent of the JV s operatin~ in 
·Poland involve Polish individuals rather than finns. 19 

Joint-venture activity in Bulgaria has been sluggish 
largely because of poor economic conditions and a 
.slow start in the implementation of economic reforms. 
On the other hand, Western firms have been more 
aggressive in fanning subsidiaries in Bulgaria (90 
subsidiaries as of the beginning of 1991). Bulgaria has 
had relatively liberal legislation for subsidiaries, which 
included low-capital requirements and considerable tax 
advantages. However, future subsidiary growth is · 
expected to slow with the recent liberalization of JV 
laws and the stiffer restrictions on subsidiaries.220 In 
1989, Romania declared joint ventufes undesirable· 
however, this decision has since been overturned.22{ 
Many obstacles exist to setting up and running a 
business in Romania. including the cunent political 
conditions, confusion over. investment laws, and the 
poor ecooomic environment. Out of 600 JV s registered 
in Romania as of the end of 1990, only S were 
operational. 222 

To date, most of the joint-venture activity in CEE 
has involved small-to-medium-size projects, involving 
less than $1 million each in startup capital. However, 
there have been some major undertakings in the region, 
including investment by General Electric in Hungary 
with an initial foreign capital outlay of about $130-150 
million. In the region as a whole, the manufacturing 
sector accounts for the largest share of the registered 
joint ventures, followed by services. Investment in the 
service sector tends to be in small enterprises with 
capital not·exceeding $10,000 each. 

Many joint ventures entail modernizing and 
upgrading existing manufacturing facilities. For 
example, automobile manufacturers from industrialized 
countries have fonned partnerships with established 
manufacturers in Hungary, Czechoslovakia, and 
Poland. In Hungary, the chemical and light 
manufacturing industries, particularly consumer 
electronics, have attracted considerable foreign 
investment. Similarly, numerous joint ventures have 
built on Czechoslovakia's strength in heavy industry, 
especially machinery. 

CEE countries have also shown interest in 
;,:::developing and strengthening the services and high 
."·technology goods sectors. In general, the services that 
· have received considerable foreign investment have 

been in the areas of insurance, financial services, 

219 Business Eastern Ewope, Feb. 18, 1991, p. S3. 
22D Business Ea.stern Ewope, Ian. 21, 1991, pp. 19-20. 
221 Dcuuche Banlt, ·special Eastern Europe," Feb. 1990, 

p.63. . 
. · 222 Business Ea.stern Ewope, Feb. 2S, _1991, pp'. ~I. 

tourism, ttansportation, engineering, franchisiitg, and 
construction. Construction will continue to be 
particularly important in building up the weak regional 
infrastructure. In addition, considerable invesunent is 
expected in industrial pollution control. The C7.eeh 
Republic's 1991 investment priorities include 
strengthening the service sector while scaling down 
production in heavy industry. Projects. involving 
improving infrastructure and the environment are also 
encouraged.223 

Franchising has become increasingly popular as a 
less risky JV alternative, especially with smaller 
companies. Franchising offers firms a relatively 
low-cost way of gaining access to a market. and also a 
chance to "test the water" before undertaking an 
acquisition. Franchising also provides a relatively 
inexpensive way for CEE firms to access Western 
production, marketing, and servicing knowhow. Given 
the increased interest in this option, the Hungarian 
Parliament is expected to pass a specific franchise law 
sometime in 1991 or in 1992. Some major Western 
companies that have looked into or that have signed 
franchising agreements in Hungary include · Shell 
International (UK/Netherlands), and the U.S. 
multinational companies such as Coca Cola. PepsiCo, 
McDonald's, and Burger King.224 

Joint-venture activity in high-technology areas had 
been limited to some extent by the Coordinating 
Committee on Multilateral Export Controls 
(COCOM)22S restrictions on technology transfer to 
these countries. In 1990, however, COCOM eased 
restrictions on the export of controlled goods and 
technical services to those CEE countries whose 
governments agreed· to establish safeguards against the 
transfer of technology for military purposes. Under the 
new regulations, controls have been eased on exports to 
Czechoslovakia, Hungary, and Poland. 226 The relaxed 
rules could lead to increased foreign investment in 
high-technology sectors, such as an Austrian project to 
produce robots in Czechoslovakia 

Government policies and incentives play a major 
role in the success of. various countries in attracting 
foreign investors. All of the CEE countries have set up 
legal frameworks for perinitting foreign equity 
investment. Most of the CEE countries have penniued 
foreign investment only since the 1970s. 
Czechoslovakia has pennitted foreign investment since 
the mid- l 980s. Liberalization of existing guidelines, 
including restrictions on ·roreign-ownership equity, 
management control, . and profit repatriation has 
occurred in most of the countries since the beginning of 
1989. Table 7 lists current host country policies toward 
foreign investment 

223 Business Eastern Europe, Oct. 29, 1990, pp. 3S6. 
224 Business Eastern Europe, Ian. 28, 1991, Pe· 2S-26. 
225 The Ccmmiuee is made up of 17 nations mcluding the 

members of NATO, except Iceland, in addition to Ausualia and 
Japan. COCOM coordinates a list of cenain sensitive products 
restricted for expon to cenain nonmarltet economy destinatims to 
prevent technology from being used by those CXlUJllries for 
military purposes. · 
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Figure 2 
Registered number of JVs In CEE 

Number 
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1 There were five JVs registered in Romania as of October 1989. 

Source: UN Economic Commission for Europe. 

Figure 3 
Foreign capital outlay In registered JVa 
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1 Estimated capital outlays were not available for Romania in 1989 nor for Bulgaria in 1989 and 1990. 

Source: UN Economic Commission for Europe. 

Numerous international agreements affect FDI in 
the CEE countries, including agreements on 

20 

invesunent, taxation, trade, and intellectual property 
rights.227 So far, the United States has signed only one 



agreement that specifically deals with investment. The 
Business and Economic Agreement with Poland 
provides investment protection, guarantees partial 
profit ~palriation now and full profit repatriation by· 
l 996, mtellectual 'property right prote<:tion, and a 
number of other measures to facilitate 0.S. business 
transactions in Poland. An inv~stment treaty has' also 
1*en signed between the United. StateS · and 
Crecho~lo~akia, . covering· . profit reJ)atriation~ 
expro~nabon, nauonal treaUneilt for U.S. companies, 
and dispute settlement Bilateral investment treaties 
curren~y also ~ being negotiated with Hungary. and 
Bulgana. ~er mvestment agreements among major,. 
Western nauons and CEE countries include agreements 
with Cuchoslovakia. Hungary, 8nd Poland. France and 
Belgium each have bilateral agreements with 
Cuchoslovakia to guarantee investments, and West 
G~rmany has signed investment protection agreements 
with Hungary and P<>land. · · . 

. . ' 

The Group of 24 (G-24) countries has established a 
n~ber of P!O~s ~ assist and encourage foreign 
busmess partac1pauon m CEE. G-24 programs include 
credits, loan and investment guarantees, and grants to 
CEE. These programs were· initially limited to Poland 
and Hungary; however, they have been extended to 
other CEE countries. The PHARE program (Poland 
and Hungary, Aid for the Restrilcturing of the 
Economy), i~itiated in July 1989 and coordinated by 
the EC, provides for trade concessions, financial aid 
and technical advice. In July 1990, a similar progran; 
was e~tended to · Czechoslovakia and Bulgaria. 
Rornarua was confirmed as a beneficiary of the · 
program in January 199.1.228 . 

In the fall of 1989, the G-24 countries reached an 
agreement to establish the European Bank for· 
Rec_:onstruction and Development (EBRO). The EBRO, · 
which became operational on April 15, 1991, works 
with the European Investment Bank and the World 
Bank to promote investments in CEE. The EBRO was . 
capitalized at $12 billion and its assistance programs 
include loans, ~vestment and loan guarantees, and 
grants for techmcal assistance. At least 60 percent of 
EBRD's total annual lending must be allotted to the 
private sector. Although the United States is the single 
largest shareholder, the EC member states together 
hold a SI-percent .majority. en· Jun~ 25, 1991, the 
EBRO approved its first loan, which involved 
providing the Polish . government $50 million for a 
heating project · 

Through the SEED Act of 1989, Hungary and 
Poland were the first CEE countries ·to benefit from 
U.S. investment assistance~ The act provided for the 

226 For m~ detailed infonnation, see the sedicn on export 
controb in "Trade Policies d Major OECD Markets for CEE 
Elli><!!•·" : 

2%7 See tables 10 and 11 in the section on "Cum:nt CEE 
Trade Panems." . 

221 For m~ detailed infonnation, see the secticn above on 
"Multilateral and Foreign Government Aid and Assistance." 

establi~ment of private enterprise funds and the 
· extension of benefits under the U.S. Overseas Private 

Invesunent Corporation (OPIC). Enterprise funds, set 
~p under the SEED. Act, were established with the 
!ntent to promote the development of the private sector 
m Hu~g~ and Poland, including sm811 businesses and 
U.S. JOtnt ventures with local companies. OPIC 
provides l~s and loan. guarantees, . as · well as 
1nsuran~ a~nst . a broad range of political risks for 
U:S. _pnvate mvestments. OPIC also leads invesunent 

· m1ss1ons, sue~. as. those held "! Poland and Hungary in 
1990 to .f~mhanze U.S. busmesses with invesunent 
opporturuues. In 1991. Czechoslovakia also became 
eligible for OPIC programs. . ·· 

The Multilateral Investment Guarantee Agency 
~MIGA), a. World Bank Group entity, provides an 
mvestment msurance program similar to that of OPIC. 
The International Finance Corporation (IFC)~ which is 
also part of the World Bank Group, provide$ loans and 
synd1~ loans for co~mercial banks for private 
sector mvestmenL Hungary, Czechoslovakia, and 
Poland are currently eligible for both MIGA insurance 
and IFC loans. Bulgaria and Romania are In the process 
o~ ~oming members of. MIGA, but ·.are not yet 
ehgable for MIGA programs. · 

A number of obstacle8 still remain to , foreign 
invesunent in the region, including ambiguity . in the 
interpretation of foreign investment laws; difficulties in 

: determ!ning '!te decision-making authority of state 
entery~ses; mcomplete . liberalization of prices; 
;resU'lc~~ns on profit repatnation; uncertainty regarding 
ownership.· of business~ and property; and a low 
degree of · flexibility on the part of state-owned 
suppliers. Foreign investments have been concentrated 
in Hungary, Ciechoslovakia, and Poland, which have · 
shown the . most . movement in addressing these. 
probl~s. Much of the inv_estment has been. in seetors 
m which the ~ountries already had a strong base •. 
However, the region has also attracted investment ·in · 

. areas, such as tourism and telecommunications. 

Lack of adequate infrastructure in areas such as··. 
telecommunications and transportation has held back . 
Western investment i~ C~ to some. extent. One major.
concern of prospecuve. investors as the lack of an 
adequate supply of energy. This concern has become , 
even more relevant with the collapse in the Comecon 
trading system, which has increased prices and redticed 
gas and oil· supplies from the U.S.S.R. To assist the 
CEE countries, the UN Economic Commission· for 
Europe has · launched "Energy Efficiency Project · 
2000." However, the planned $3.5-5.5 million in 
funding is far from the invesunent needed to bring the 
CEE . electricity industry up to Western standards. 
Reportedly, General Motors discovered too late that its ·: 
proposed motor and assembly plant in Hungary would 
not ~ supplied with the amount of power that . it 
required.229: · 

229 Biuinu.s Eastern Ewop11'. January 21, 1991, p. 17. 
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Table7 
Host country pollclH toward• foreign ln_veatmMt aa of July 1991 

Countty 

Bulgari. 

Czechoalovakla 

Hungary 

Poland 

Romani• 

Foreign ownetShip 

No set limit' 

100% permitted with 
advance approval 

100% permitted 

100% permitted 

1 OOo/o permitted with 
advance approval 

Repatriation of profits 

Profit transfer in hard 
currency is allowed. 

Part of foreign currency receipts 
must be ottered to the State 
Bank; salaries and profits 
may be transferred abroad 
from hard currency 

· resources of the JV. 

Profit transfer in hard 
currency is allowed. 
Conversion of profits into 
hard currency guaranteed · 
by the government. 

100% of hard currency profit 
remittable; government can 
authorize remittance of 
zloty profits. · · 

Partial profit transfer 
in hard currency allowed. 

1 Minimum ·capital requirements of $20,000 or $500,000 for banks. 

Field of activity 

All economic sectors, except 
where prohibited by law or 

. similar authority. 

All economic sectors, except 
those relating to defense or 
national security. 

All economic sectors. 

All economic sectors. 

Foreign investment forbidden 
. if it affects national security 
and defense or if it would 
infringe on environmental law. 

Investment inC911tives 

No excise duty on imported 
or capital goods. or raw 
materials to be used for the 
purpose of the investment 
·(min~ level of fore~n invest
ment may be required). Some 
tax holidays, depending on 
location and industry. 

Selective incentives, depend
ing on investment, including 
tax holiday and exclusio.n from 
antitrust suits. 

Taxation incentives available 
for specific activities. 

Capital expenditures may be 
charged against taxable 
profits. No excise duty on 
imported capital goods which 
form part of a shareholder's 
capital contril:>ution or are · 
purchased within 3 years of · 
the company's establishment. 
tax holiday. . 

Tax holidays depe"!ding on 
sector. Foreign contributions 
in kind are duty free. 

Sources: (1) "Building Free Market Economies in Central and Eastern Europe: Challenges and Realities: The lns~itute of International Finance, 1990, pp. 44 
and 45; (2) "Doing Business in Poland,• U.S. Department of Commerce, January, 1990; (3) Eastern Euro/)9 and the USSR: A Guide to Foreign Investment 
Legislation, Klynvelud Peat Marwick Goedeler, April 1990; (4) BNA lntemationa/ Trade Reporter, and (5) East-West Joint Ventures, No. 8, July 1991. 



Chapter 4 
Sectoral Analysis of Central and 

East European Industri.es and the 
Trade Policies of Major OECD 

Markets for CEE Exports 
Prepared by Joe Pelzman, Robert W. Wallace. 

Don Alexander. and Dennis Rudy 

Aggregate Sector Analysis 
The ttansfonnation of Central and Eastern Europe 

into a market-oriented economy is occurring against a 
backdrop of rapidly declining economic activity. In 
fact. output in the region during the past 2 years or so 
has been arguably the worst in the post-war period and 
has been in marked contrast· to the ongoing-albeit 
slowing-expansion in the OECD nations, as shown in 
table. 8. After several decades of. reported economic 
growth, the CEE economies are now experiencing a 
significant and rapid conttaction. 230 

230 A• discussed earlier in this repon, the CEE countries 
measun: national income in tenns of net material product (NMP). 
The NMP is equal to GNP less depreciation and consumer 
services. 

TableB 

This weakness can be traced mainly to 
deteriorating conditions in the industrial sector. Real 
industrial output fell sharply in 1990, as shown in table 
8, and has continued on a downward path so far in 
1991. The agricultural sector has performed poorly 
too, though the farm sector still plays an important role 
in the region, especially as a source of jobs. 
Traditionally important for most of the CEE countries, 
agriculture has long been overshadowed by mining and 
manufacturing as a result of the postwar 
indusuializ.ation drive that had taken place in Centtal 
and Eastern Europe. 

Mining and Manufacturing 

The economic structure in place in each of the CEE 
countries remains largely a legacy of centtal planning 
and the Council of Mutual Economic Assistance 
(CMEA).231 These economies are dominated by the 

231 The CMEA was created in January 1949 as an 
organization to promOle trade and economic development within 
the Soviet bloc. It was originally conceived as a mechanism 
through which industrial cooperation among socialist states could 
be encouraged. All of the CEE countries IDlder n:view in the 
report wen: CMEA meml>Ct states befon: the organization was 
Connally disbanded in early 1991. 

Selected economic Indicators for Central and Eastern Europe and OECD countries, 1985-90 
(Annual percsntag9 rate of real change) 

Czecho-
Jtem and year Bulgaria slo_vakia Hungary Poland Romania 

Economic output: 1 

1985 ................... . 
1986 .................... . 

1.8 3.0 -0.3 (2) -0.1 
5.3 2.5·· 1.5 4.2 2.4 

1987 ................... . 5.1 2.1 4.1 2.0 .8 
1988 ................... . 2.4 2.3 -.1 4.1 -.5 
1989 ................... . -.3 .7 -.2 .2 -5.8 
1990 ................... . 3-11.9 -1.1 -5.0 -12.0 -7.9 

Industrial output: 
1985 ................... . 3.3 3.6 0.7 3.7 6.2 
1986 ................... . 4.0 3.2 1.9 4.2 4.8 

. 1987 .............. -..... . .3.9 2.4 3.6 3.2 2.5 
1988 ................... . 5.2 . .9 -.4 4.8 3.4 
1989 ................... . -1.4 4.0 ··3.4 -1.4 -2.3 
1990 ................ : .. . -10.7 -3.8 -8.5 -27.1 -19.8 

Agricultural output: 
1985.................... -12.3 -1.6 -5.5 0.7 1.0 
1986 . . . . . . . . . . . . .. . .. . .. 12.0 .5 2.4 5.0 -5.5 
1987 . . . . . . . . . . . . . . . . . . . . 5.1 .9 -2.0 -2.3 -8.9 
1988.................... -.1 .6 4.3 1.2 5.8 
1989.................... -.5 1.8 -1.3 1.5 -5.0 
1990 . . . . . . . . . . . . . . . . . . . . 3-2.0 -3.9 3-4.0 -1.4 -5.0 

OECD 

3.5 
2.9 
3.4 
4.5 
3.2 

32.6 

3.4 
1.2 
3.6 
5.6 -
3.7 
1.8 

3.6 
2.3 

.4 
2.3 
1.9 
(2) 

. 1 Economic output for Bulgaria and Czechoslovakia is measured in terms of NMP (1985 prices); Hungary, 
Romania, and OECD, GDP (1985 prices); and Poland, GNP (1984 prices). · · 

2 Not available. · 
3 Preliminary. 

Source: The United Nations, Monthly Bulletin of Statistics, November 1990 (Special Table I), and July 1991; 
International Monetary Fund, International Financial Statistics, September 1991; The WEFA Group, CPE Outlook for 
Foreign Trade and Financs, Bala Cynwyd, PA, July 1991; The Economist Intelligence Unit, Hungary - Country Report, 
London, No. 3 1991; "Poland's Economic Situation in 1990 and Medium-Term Outlook,• May 1991; Central Statistical 
Office, Warsaw; OECD, Main Economic Indicators, Paris, July 1991; and OECD, Agricuftural Policies, Markets and 
Trade: Monitoring and Outlook 1991 (Annex V) Paris, 1991. · 

23 



Figure 4 
Relative Importance of major sectors 

70------

10 

Czechoslovakia 

Note.-The data for Hungary are based on the GDP for 1980 and 1988; data for all other countries are based on the 
NMP for 1980 and 1989. 

Source: The United Nations, Monthly Bulletin of Statistics, July 1991, pp. 265-73. 

industrial sector, an outgrowth of postwar economic 
policies emphasizing rapid industrialization. The 
industrial sector received priority in the allocation of 
labor, production inputs, and investments, enabling the 
sector to account for the largest share of the region's 
economic output, as shown in figure 4. Much of the 
post-war industrial investment was allocated to heavy 
industry, which in 1989 generated slightly more than 
half the industrial activity in each of the CEE countries. 

Investment patterns of the 1980s continued the 
preference for heavy industry, especially machinery 
and equipment, the single largest industry in the region. 
As shown in table 9, machinery and equipment's share 
of industrial activity during the 1980s rose in all CEE 
countries except Poland and Romania. The relative 
importance of other heavy industries in the region 
during the 1980s remained fairly stable or declined 
slightly. The relative importance of chemicals 
remained stable in the region. Metallurgy declined 
slightly in overall importance in the region and is likely 
to decline funher as some CEE countries restructure 
their industrial processes and cut output to reduce 
pollution. The energy industry declined somewhat in 
importance too, with only Romania showing an 
increase throughout the 1980s. Romania had invested 
more in energy production, as a share of total industrial 

('. 
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investment, than almost any other CEE country. 
However, Romania depleted its petroleum reserves 
faster than expected, forcing the country to become a 
net oil importer. 

The continued emphasis on heavy industry during 
the 1980s · came at the expense of traditional light 
industries and the food-processing industry. In general, 
the relative importance of the textile and apparel 
complex and the food-processing industry decreased in 
the region during 1985-89. This decline is likely to be 
reversed as the CEE countries reform their economies. 

Services 
Services represent a relatively small portion of 

CEE countries' NMP, as reflected in the "other" 
category shown in figure 4. They have traditionally 
been divided between producer and consumer services. 
As noted earlier in the report, the emphasis in all the 
CEE countries has been on developing the industrial 
base. As a result, producer services that contribute to 
the production and distribution of goods, namely 
construction, transportation, communications, and 
retail trade, received priority in resource allocation. In 
contrast, consumer services, such as housing, tourism, 



Table 9 
Industrial structure: Percentage distribution of gross production In Central and Eastern Europe by· countries 
and sectors, specified years 1980-89 

Czecho-
Sector and year Bulgaria s/ovakia Hungary Poland Romania 

Fuels: 
1980 ............................... 1.6 5.4 13.9 6.5 4.5 
1985 ............................... 1.3 4.6 16.8 12.0 9.2 
1988 ............................... 1.3 4.2 13.5 10.6 11.2 
1989 ............................... (1) 4.1 12.0 9.2 11.5 

Electric power: 
1980 ............................... 2.7 4.0 5.7 2.7 1.8 
1985 ............................... 3.6 3.9 4.5 3.2 3.5 
1988 ............................... 3.8 3.9 6.0 3.0 3.9 
1989 .......................... ·.: ... (1) 4.0 6.2 3.1 3.9 

Metallurgy: 
24.0 1980 ............................... 12.8 9.1 :9,5 10.6 

1985 ............................... 23.8 11.6 9.0 9.8 10.8 
1988 ................... · ............ 23.9 11.4 8.5 8.8 10.0 
1989 .............................. '. (1) 11.2 10.5 10.8 9.8 

Machinery and transport equipment:: 
1980 .. · ............................. 28.4 27.2 23.5 31.3 35.2 
1985 ............ · ................... •. 25.9' 30.3 24.6 24.9 29.7. 
1988 ............................... 28.6 31.9 25.8 27.6 28.9 
1989 ......................... · ... : .. · (1) 31.7 24.8 25.2 27.7 

Chemicals: 
1980 ........................... ,·, .. ~) 13.6 11.1 8.8 8.7 
1985 ............................... ~3~ 13.4 10.8 8.5 10.5 
1988 ............................... 13.6 11.6 8.5 9.9 
1989 ...................... ; ........ (1) 13.6 . 11.9 9.0 •. 9.8 

Building materials: 
1980 ............................... 4.2 3.7 3.5 2.8 3.4 
1985 ............ •.• ................. 3.9 3.4 3.0 2.7 3.3 
1988 ................................ 3.6 3.5 3.4 2.6 3.6 
1989 ............ : ................. ~ . (1) 3.3 3.1 2.4 3.7 

Wood and wood products, including paper: 
3.1 4.6 1980 ............................... 4.3 4.8 5.5 

1985 ............................... 4.2 4.8 3.4 4.2 5;1 
1988 ............................... 3.9 4.8 3.4 4.2 4.9 
1989 ............................... (1) 4.9 3.4 . 4.5 5.0 

Textiles and apparel: 
1980 ............................... .10.5 5.9 6.6 10.2 11.8 
1985 ............................... 7.5 5.7 6.0 8.8 10.3 
1988 ...................... ~ ......... 7.4 5.6 5.8 8.7 10.2 
1989 ............................. ;. (1) 5.7. 5.6 9.0 10.6 

Food, beverages, and tobacco: . 
1980 ....... ; ....................... 20.2· 15.2 16.7 17.6· 12.8 
1985 ............................... 23.2 14.3 18.9 20.5 11.4 
1988 ............................... 20.5 13.6 16.4 20.3 11.2 
1989 .................... · ........... (1) 1,4.0 17.8 20.8 11.6 

See footnotes at end of table. 
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Table 9-Contlnued 
Industrial structure: Percentage distribution of gro88 production In Central and Eastern Europe by countries 
and eectors, specified yeare 1980-89 

Sector and year Bulgaria 

Other: 
1980 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24.1 
1985............................... 26.6 
1988 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27.0 
1989 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1

) 

1 Not available. 

Czecho
slovalcia 

7.4 
8.0 
7.5 
7.5 

Hungary 

6.8 
3.0 
5.6 
4.7 

Poland 

6.0 
5.4 
5.7 
6.0 

Romania 

5.7 
6.2 
6.2 
6.4 

2 Includes only ferrous metallurgy; nonferrous metallurgy is included in •other: 
3 Included in •other: 

Source: Statistical Yealbook of the Czech and Slovak Federal Republic, 1990 edition, pp. 362-3, and 1989 edition, p. 
361; Statistical Yearbook of Hungal)' 1989 and back issues; Statistical Yearbook of Romania 1990, pP. 452-5; 
Statistical Yearbook of Poland, 1990 edition, pp. 157-8, and 1981 edition, p. 229; and data for Bulgaria from Statistical 
. Yealbook of Member States of the CMEA 1989, pp. 90-93 (in Russian). 

and banking, received less priority. A derailed 
discussion of the region's services infrastructure is 
provided in the following section. 

Infrastructure and Support Services 
Deficiencies 

The expansion of the export sector in all five CEE 
countries is constrained by deficiencies in the 
infrastiucture and in financial and credit institutions. 
These deficiencies will rake time and, in some cases, 
considerable capital investment to remedy. The pace of 
market reforms and recovery from the current 
region-wide economic downturn will also affect the 
speed with which these deficiencies are ameliorated 
and perhaps eliminated.232 

Infrastructural deficiencies 

Inadequate investment in telecommunications, the 
computer network, and transportation are often cited as 
general obstacles to enhancing the competitiveness of 
industrial exports from the CEEs. Underdevelopment 
in these three areas raises the costs of exports and 
discourages foreign investment without which the 
modemi7.ation of the infrastructure and the 
development of an export competitive industrial sector 
are impossible. 

Telecommunkations.--Communication resources 
consist of a number of different elements ranging from 
telephone lines to FAX machines. Overall, the 
communication infrastructure in Central and Eastern 
Europe is inadequate for the current level of business 
activity. Not only are there insufficient numbers of 
telephones, but the ones that do exist use outdated 
switching systems.233 Newer forms of communication, 

232 To illustraic these deficiencies, this section oonccntralCs 
on data for Czechoslovakia, Hungary, and Poland. 

233 See U.S. Department d Stale, Advisory Commiuc:e on 
Inicmational Communicatims md Information Policy, Easur11. 
&rope: Plea.re Stand By. Rcpon d the Task Force on 
Telecommunications and Broadcasting in Easicm Europe, Spring 
1990. 

26 

including cellular and FAX services, are rare or 
nonexistenL The major reason for the relative 
backwardness of these services in Central and Eastern 
Europe is the low level of investmenL Although this 
differs by country, the differences are not that large. 
Under the centrally planned system, the state has 
tradition~ neglected the modemi1.3tion of these 
services. Despite current efforts to upgrade 
technology in all five countries, the level of 
telecommunications services remains low throughout 
the region. 235 · . 

Low density and poor quality are characteristics of 
the CEE telecommunication networks. In the 
mid-1980s there were an average 109 telephones per 
1000 inhabitants in Poland, 226 in Czechoslovakia, and 
140 in Hungary. Density of telephones in rural areas is 
about one-fifth that in the cities. Automatic dialing is a 
remote dream in CEE countries with the exception of 
Czechoslovakia and part of Hungary.236 

In data transmission, the problems are aggravated 
not only by unavailability of terminals but also by the 
poor quality of communication networks. The first 
teletex sets started to operate (via Germany) in 1986, 
but still no more than 100 to 200 terminals were 
operating by 1990. Generally, only 6 to 7 percent of 
the invesunent funds earmarked for the development of 
telecommunication services in Hungary is allocated to 
the introduction and extension of services. The rest of 
the invesunent funds must be used for maintenance of 
the basic network and for upgrading the present 
system. The Hungarian Post Office recently started a 
modernization program: the first digital switching 
center (for 27,000 lines) opened in February 1989, and 
was scheduled to expand to 90,000 lines by 1990 with 
the help of Austrian technology and credits. 237 In 
Czechoslovakia, 433,000 new telephone lines were 
installed during 1981-85, and the number of telephones 
per 1,000 inhabitants increased to 246 by 1987. 

234 See Eva Ehrlid!, 1'elecommunication in Easicm Europe 
and Central Europe," (Budapest, 1991) (unpublished manuscript). 

235 Ibid. 
236 Ibid. 
237 Der Stalldard, Feb. 28, 1989, p. 12. 



However, almost 200,000 applications for telephone 
lines were pending because of construction delays. 238 

' . ' 

Satellite communication in the area is provided by 
the Soviet communication system, ORBITA. For joint 

.. communication, a regiorial organization, 
,:·,- IN1ERSPU1NIK, was established in 1971. In 
:·:'addition, tile CEE coontries are members of the 
~/. International Omanization for Satellite Communication 

23~ . ,.~ (INTELSAT). . 

The governments of 'central · ;md Eastern Europe 
are aware that they . have . to invest in 
telecommunication services in order to be integrated 
with the rest of the world. However, they lack the 

... manllfacturing technology and technical persoMel 
needed·to create their own intetnal telecommunication 
services.240 The domestic economic situation ·in the 
five countries is not conducive for financing the 
modemiution of telecommunications from domestic 
resources. Therefore, updating the telecommunication 

. services requires a 2fC3t deal of outside capital· and 
technical assistance.2'41 · · ·. · · 

Because of these s~ortcomings and because any 
expansion of the CEE economies, particularly .in areas 
of foreign trade, will require telecommunication 
services, foreign invesaors view this seclOr as one of the 
first to enter. In each of the Ceniral and East European 

· economies, there is a major attempt by West European 
and U.S. companies IO enter the telecommunications 
area. Despite this shift, it is not clear if this foreign 
investment will be sufficient IO create a 
telecommunication infrastructure that can meet CEE 's 
future demands. 242 

It is· generally believed that the C<!ntral and East 
European economies would like t0 catch up IO Western 
Europe in the telecommunication area by th~ year 
2000. However, this feat is possible only if there are 
clear-cut price reforms in this secaor IOgethei' with clear 
· regulations on ownership and sufficieµt foreign 
capitaJ.243 Telecommunication in the CEE region is 

·the most developed in Czechoslovakia, Hilngary, and 
Poland. Details on telecommunication in each of these 
countries follow. 

CzechoslovakiO.~ Telecommunication services in 
Czechoslovakia are state owned. In· oi:der to facilitate 
conversion IO private ownership, the Czechoslovak 
Government is receiving . assistance from a joint 
venture with U.S. West and Bell-Atlantic. These two 
companies are investing $80 million in · the joint 
venture and will provide feasibility studies for the 
development of a countty-wide cellular and packet data 
network.244 

• 238 Ibid. 
239 Ibid. 

• 2AO See Eva Ehrlich, MTelecommunication in Easieni Europe 
. iind Central Europe," (Budapest, 1991). (unpublished manuscript) ... 

241 Ibid. . 
242 Ibid. 
243 Ibid. . 
244 See Task Force on Refonn in Central and Easiem Europe, 

Headed by the St&ff of the Executive Office of the President, 
Council of Economic Advisen, Designing U.S. Policy to . 
Accelerale Crealwn of Marat-Baud EcoNHniu_in Ce111ral and 
Eastern E11rope, p. 35. · · 

Hungary.-ln the pre-war period, Budapest had 
established a respectable communication network. 245 

. Jn 1937, ·when 13 percent of the population lived in 

.. Budapest, 70 percent of the phone lines were 

. concentrated there. By 1987, Hungary had 7 .67 main 
phone .lines per 100 inhabitants, a respectable figure 
.~hen compared with Brazil with 5.58, Twtcey with 

· J.66, and Argentina with 8.61. The density of phone 
. lines relative ro Hong Kong with 35.14 per 100 

: inhabitants and South Korea with 20.5 was not as 
- . impressive. In general, compared with the 
! international average, the gap in telephone density 
increased in Central and Eastern Europe during the 
1980s. A similar development also occurred with 

· respect to the number of Telex lines installed. In 
Hungary, there were 4,661 FAX machines in operation 
in Qecember 1989, which is equivalent to 0.44 per 
1000 inhabitants. There were also 90 Videotex and 317 
Minitex machines in oi>eration in 1989. Throughout 

· Central and Eas~m Europe, there were no up-to-date 
telecommunication networks and services at alJ.246 

In most countries; the density of telephones tends 
to be greater in the large metropOlitan areas than in 
rural are~. For example, in 1989 Budapest proper had 

. 20.81 main lines and 38.62 telephones in use per 100 
. inhabitants, whereas the rural areas of Hungary had 5.6 
main lines and 11.25 phones per 100 inhabitants. In the 
rural areas of Hungary, the existing main lines give 
access IO the outside world only during the day. 
Emergency telephones are available, but only for 
outgoing calls.247 

.. The poor availability of phone service in the rural 
areas of Hungary can be· illustrated by the fact that, at 
the end of 1988, there were only 2,024 main exchanges 

. in operation, of which 78 . percent were manual 
exchanges. providing services comparable IO those 

; provided SO years ago. Furthermore, 78 percent of 
· Hungarian loc8lities are not connected IO the automated 
service; with ro pereent of Hungarian cities having no 
access to long~distance ~ice and 80 percent having 
no access IO the international network. In 40 percent of 
Hungary's cities, the manual exchange is the only one 
.in. operation.24~ · . . · 

·.In the 1980s, when Hungary ·initially sought 
Western technology to expand its phone services, the 
Goordinatirig Committee for Multilateral Export 
Controls· (COCOM) prohibited. the sale of digital 
exchanges IO Eastern Europe._ As of August 1989, 
restrictions on the sale of these digital main exchanges 
were· lifted, although the sale of the know-how IO 
produce these systems was still prohibited. In 1990, 
the restriction on the sale of transmission facilities was 
also removed. 249 

Several major foreign investors have already 
established _ operations in Hungary's telecommu-

:i.u See Eva Ehrlidi, ~elecorrimun.ication in Eastern and 
Central Europe," (Budapest, 1991) (unpublished muiuscript). 

2116 Ibid. . · · 
2167 Ibid. 
248 Ibid .. 
2169 Ibid. 
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nications sector. According to the Hungarian 
Telecommunication Company (MATAV), districlS wilh 
more than 10,000 lines will be required to have 
equipment compatible with the Siemens (German) and 
Ericsson (Swedish) exchanges that will be used at the 
national level. U.S. firms also play an imponant role in 
the modemi7Jltion of Hungary's telecommunications. 
Bell Atlantic, U.S. West, and General Telephone 
Equipment, Inc. (GTE), in joint ventures with 
Hungarian partners, are involved in expanding cellular 
telephone service in the counb'y, in lhe introduction of 
packet switching, and in the modemi7Jltion of lhe 
existing wire network. 250 In addition to private . 
investors, the World Bank has authoriz.ed a $220 
million loan to Hungary for the development of this 
sector and has made a commitment for an additional 
$100 million loan.251 · 

TheSe developmenlS fall in line with the Hungarian 
Government's plans to massively upgrade the quality 
and quantity of telecommunication services through 
increased domestic and foreign investment coupled 
with privatization. Legislation in 1990 broke up the 
centralii.ed communication system into lhree separate 
secto~lecommunication, post, and 
broadcasting-wilh each becoming an independent, 
state-owned joint-stock company. The Hungarian 
Government is currently planning to sell 50 percent of 
the Hungarian Telecommunication Company (MATAV) 
to foreign investors.252 . 

Poland.--Currently, Polish telecommunication is 
considered to be inferior to that found in Hungary. 
Nevertheless, in April 1991 the World Bank approved a 
$120 million loan for a new digital system, including 
fiber optic cables, switches, and a satellite ground 
sration to improve international links. This loan is to 
be accompanied by a loan of ECU 70 million from the 
European Bank for Reconstruction and Development 
(EBRO) for lhe installation of 12 digital switches to 
improve long-distance communications. The Polish 
Government has also established a business network in 
Warsaw in order to connect banks, hotels, and 
government offices. 253 

To modernize service, Poland has also developed a 
network of 12 long- distance exchanges and a 
microwave link between Warsaw and Katowice. 
Recently, Poland signed a $100 million conttact wilh 
AT&T to modernize ilS telephone system and a $50 
million contract with Ameritech Corp. to install a 
cellular telephone system. Overall, the Polish 
Government expeclS to spend $1.5 billion in the next 
10 years to modernize the country's telecommunication 
infrastructure. 254 . 

250 Interviews with Bell Atlantic, U.S. West, and GTE, 
Sept, 26 and Tl, 1991. 

ZSI Ibid. 
2S2 See Task Fon:e on Reform in Central and Eastern Europe, 

Headed by the Staff ol the Executive Office of the President, 
Council ol Economic Advisen, Duigning U.S. Policy to 
Accelerale Crealion of Marlret·Ba.wl EcolfOll!liu in Central IJlfd 
Eastern Europe, p. 54. 

zs3 Ibid., p. 67. 
25' Ibid· 
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. Compuurs.-An integral part of a sound 
·telecommunication system is the availability of a 
modem computer system. Demand by the business 
community for automated business systems, accounting 
systems, and mariagement information systems dictates 
the availability of modem computer facilities. In most 
CEE economies these resources are in such short 
supply that they provide a real impediment to business 
activity. 

The CEE computer indusb'y was initiated in the 
Soviet Union, Ci.echoslovakia, and Poland in the early 
1950s. Despite Western controls on technology 
transfer, about thirty different kinds of computer 
systems were in productim in the CEE countries at the 
beginning of the 1970s.2S5 In December 1969, 
Bulgaria. Czechoslovakia, Hungary, Poland, and lhe 
Soviet Union established a Standing Commission for 
Cooperation in Informatics, in part designed to 
promote the joint development, production, and 
application of electronics information equipmenL The 
result of this cooperation was a series of Unified 

. System of Electronic Computers (RYAD series), which 
met the "international ·standards" by imitating the 
equipment that met those standards. CUJTent CEE 
mainframes are modifications of lhe IBM 3(i()/370 
architecture; minicomputers are modifications of DEC 
or HP designs; personal computer designs are of lhe 
IBM PC or Apple II design; and semiconductors 
borrow heavily from Intel, TI, and Mot0rola 256 

Since the mid-1970s, the CEE countries have 
produced their own third- generation equipment and 
imported Western technology. 257 Romania acquired 
licenses for the production of integrated circuilS, 
Hungary for automatic control equipment, Bulgaria for 
magnetic tapes and _discs, Czechoslovakia· for VLSI 
circuilS, and Poland for highspeed printers. 2S8 In May 
1986, a new CMEA cooperation agreement for the 
period 1986-90 was devised for the joint development 
and production of more than 200 specialized 
technologies to be used for the manufacture of LSI and 
VLSI integrated circuits--componenlS of 16- and 32-
bit computer chips. Despite all these efforts, there is 
·still insufficient computer ~uipment in Eastern Europe 
to meet cUJTent demand.259 

In Ci.echoslovakia, the Minister of Electrotechnical 
Indusb'y apparently stated that the gap between su~ 
and demand was nearly 33 percent during 1987-90. 
In Hungary, reduced investment . in the electronics 
industry during the 1980s resulted in a drastic 
reduction in technical standards. Some experts believe 

215 See M. Lebkowski and J. Mankiewicz. "L'lnformllique 
clans 1es pays du CMEA," Rev• d'Eludu Comparativu 
&t-Ouut, 1986, vol 17, No. 4, p. 6. . 

256 See R. W. Judy, "The Soviet Information Revolution: 
Some ~s and Comparisons," in Joint Economic Commiuee, 
Gorbaclwu Ec011Dmic Plau, 1986, vol 2. p. 163. 

2Sl Cuchoslovaltia reponed SS different types of oomputen 
out ol its total stock ol 236 machines in 1970 (CSSR Statistical 
Yearbook, 1970, p. 154). 

2SI See Lekowslci and Monkiewicz, op. cit., p. 8. 
2S9 Ibid. 
2ll50 Total sujiply includes domestic and imponed. See 

Hospodarslre Noviny, Nov. 28, 1986, pp. I and 7. 



that the equipme_nt used by lhe R&D network is some 
10 years behind that used in Western countries; !he 
pr'oductivity level of Hungarian enterprises is ten to 
twenty times lower, and the leading component 
producing enterprises lag 5 to 7 years behind lheir 
Western counterpans.261 In lhe summer of 1986, a fire 
almost completely destroyed a _ Hungarian 
microelectronic plant where a third of the country's 
diOde, transistor, and integrated circuits were being 
produced.262 

:I1te current stock of computers, despite age and 
quality, varies across countries. In Hungary, by lhe end 
of 1987, lhere were 65,000 computers in the stale 
sector and an additional 280,000 computers in privale 
hands. By comparison, Austria tias· about three times 
more computers per capita.263 In Czechoslovakia, 
there were 60,000 Western-made home computers at 
the end of 1986, mostly imported by . privale 
individuals.264 It is estimated that annual output of 
personal computers in Czechoslovakia is in the range 

.of 300,000 to 350,000 units. To reach lhe U.S. per 
capita level, Czechoslovakia would have to reach a 
production level of 1.5 to 2 million. 265 

The CEE counb"ies lag an estimated minimum 10 
years behind the West in computer technology.266· 
Moreover, the underdevelopment -of the region's 
telecommunications networks prohibits, at least over 
the medium term, lhe linkage of computers at a level 
that could bring about significant advancement in this 
sector.267 

Transportation.-The development of 
transportation services in the CEE countries followed 
the general development of lheir ove~ll economies. 
The transportation sector expanded· quickly during 
1970-75 and declined in growlh dUring the lale 1970s, 
in line with lower overall economic growth and higher 
fuel prices. This ·reduction in invesunent continued 
into the 1980s as lhe CEE economies began to 
consttain their allocation of invesunenL Insufficient 
invesunent in lhe transport systems resulted in 
inadeqUale road and rail networks.268 · . _ 

Inland freight traffic in most CEE ·economies is 
concentrated on two. modes-rail and road. The 
highest volume of transport of merchandise via rail was 
in Poland, where it represented 70 percent of total 
tonnage ttansferred in 1987. Comparable figures for -
Czechoslovakia were 40 percent and for Hungary, 
33 percenL The fast development of road traffic since 
the 1970s in all of CEE was facilitated by relatively 
cheap oil imports. Nevertheless, rail ttanspOrt still . 
dominates lhe structure of freight transport in CEE 
economies, making railways the backbone of the 

261-See Nepnabadsag, May 24, 1985, p. 3. 
262 See Heti Vdaggozdtuag, June 7, 1986, p. I. 
263 See Die Pruse, Nov. 17, 1988, p. 9. 
~See RlltU Provo, Nov. 14, 1986, p. 2. 
265 See atNdelsu NovU.y, Nov. 2S, 1987, p. 2. 
266 See Pla1t0WJIUl Hospodanni, No. 3. 1988, pp. 69·82. 
161 Ibid. - -
21511 United Nation's Economic Commission for Europe, 

&onomic s_, of Ewope ill 1989-90, pp. 1S7·182. 

region's inland transport system.269 Most area 
specialists agree that this element of - lhe CEE 
infrastructure is one of lhe weakest elements in the 

· CEE economies.270 Some details on the transportation 
in Hungary and Poland follow. · 

Hungary._.;.The bulk of Hungary's freight is 
carried by rail (21.7 bn ton/km in 1987), wilh 
significani traffic carried by road (12.8 bn ton/km in 
1987) and waterways (10.7 bn ton/km in 1987). As in 
the olher CEE economies, air freight accounts for a 
negligible proportion of the country's freight delivery 
system. The Hungarian freight system, like that of the 
olher CEE economies, is considerably out of date.211 

Poland.-In 1987, Poland had 157,000 km of 
surfaced roads with 26,637 km of rail lines. Mmt of 
the freight traffic was dependent on rail rather than the 
road network. In large part, this _is due to lhe cost 
savings provided by Polish rail and the inadeqUale 
supply of tnlcks and vans, which, at the end of 1987, 
amounted to 866,000. Air freight is virtually 
nonexistent in Poland. '272 

·Deficiencies in financial and credit 
institutions 

No CEE economy has as yet developed a 
functional credit system thzt can provide adeqUale 
credit to small- and medium-size businesses, clear 
checks, provide expon financing, or induce savings. 
Existing CEE banks, although partly decentralized, are 
as yet poorly capitalized and burdened wilh 
nonperforming -loans that were previously issued to 
large state-owned enterprises. _ Moreover, these new 

-- banking institutions lack lhe modem _skills necessary to 
perform Western-style banking functions.'273 

. Under Soviet-type central planning, lhe banking 
sector was totally centralized and played a largely 
passive role. Credit was extended in order to provide 
working and investment capital to the enterprise sector. 
Cash was provided to enterprises to meet their demands 
for payments such as wages. As such, lhe central 
mono-bank had liule control over most of the factors 
affecting the amount of currency in the economy, 
which was decided by the planning authority.274 

The development of financial markets and private 
sector financial institutions is an essential step in the 
transition to a market economy. In most of the CEEs, a 

269 Ibid. 
%70 Ibid. 

_ 271 The Ecmomill Intelligence Unit. H1111gory: Co11111ry 
Profil.e • 1988-89, 1988, pp. 26-'27. 

272 The Ecmomist Intelligence Unit. PolOlld: CoUlllry 
· Profil.e • 1989-90, 1989, p. 30. 

273 See Task Fon::e en Refonn in Central 111d Eastern Europe, 
Headed by the Staff of the Executive Office of the President. 
Council a( Ea:momic Advisen, Designing U.S. Policy to 
Accekrott Creation of Morut-Based &onomies ii! Cenlrol Olld 
&stern E"'°pe· l?e· 9-11. · · · · 

%74 See David Lipton and Jeffrey Sachs, Crroting a Morut 
- Eco1t0my in &stun Ewope: The Case of PolOlld, paper 

presented to The Brookings Institution, April 1990. 
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commercial banking system lw been created directly 
from a monopoly-bank system. However, there are 
several other conditions for a complete tranSfonnation. 
For instance, the existing loans to state enterprises, 
many of whom are bankrupt, were shifted to these new 
instibltions from the monopoly bank. These "bad" 
loans have to be addressed before a sound banking 
system can be created. The large loan losses that will 
emerge as these economies react to market forces may 
have to be absorbed by the state budget.27S 

Without the restructuring of enterprises and further 
price refonns, a truly competitive banking . system 
cannot be expected. Yet such reforms are only· 
underway in some of the CEEs. Currently, with the 
exception of Hungary, many of the existing · CEE 
financial institutions have no basis for allocating c.redit 
according to market criteria, nor for identifying and 
pricing risk. Credit allocation in such a situation is. 
indeterminate, 2iven that it is neither set by a plan or 
by the market Tl6 

Although significant changes have taken place in 
the financial sectors of Bulgaria and Romania, these 
changes are too recent for a comprehensive review. rn 
Details on changes in the financial sectors of. 
Czechoslovakia, Hungary, and Poland follow. 

Cuchoslovalcla.-As of January 1990, 
Czechoslovakia's monopoly bank, the Statni Bank, was. 
broken up. A state bank and three new banks-the 
Komercni Banka (Commercial Bank of Prague) 
primarily operating in the Czech Republic, V seobecna 
Uverova Banb (the Geneial Credit Bank) based in 
Bratislava and covering Slovakia, and the Investicna 
Banka (Investment Bank), which had previously 
functioned as a state disbursement agency-were 
created in the place ·of the former monopoly bank. 
These newcomers joined the Ceskoslovenska Obchodni 
Banka, old foreign ttade bank, and Zivnostenska 
Banka, the only Czech bank with a London branch 
(previously used by the Communist functionaries), to 
form the country's new banking system.278 In addition 
to this decentralization of the old monopoly bank •. the 
Government of Czechoslovakia created the Postovni 
Bank (Postal Bank), a joint-stoek company, with the 
Postal Bank of Vienna as the only foreign shareholder. 

At present, the country's new banking system is not 
comparable to the commercial banking system of a 
market economy. For instance, there is only one major 
commercial bank in each republic. The existing 
savings institutions have a limited network of 70 
branches, with limited foreign competition. Apart 

275 Ibid. 
276 Ibid. 
rn For more information on developmenu in the financial 

SCCIOrS of Bulgaria and Romcnia, see Tuk Force on Refonn in 
Central and Eastern Europe, Headed by lhe Slaff of the Executive 
Office of the President, Council of Economic Advisen. Designing 
U.S. Policy to Accelerau Creali.on of Marat-Based Economiu in 
Central tJNJ &stern EllTOpe. pp. 20 and 89. 

278 Ewromoney, Special Supplement on Czechoslovakia, June 
1991. 
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from representative offices of foreign banks, f oreiRO 
participation is still awaiting licensing authorization. 279 

· Although the Komercni bank tw built a network of 
83 branches with a further 70 sub-branches, 
commercial bank practices are not at par with Western 
standanh, .. · Even priority transactions, such as checks 
dra~ on foreign banks, require 2 to 3 months for 
completion. There are also problems with the ready 
availability of cash for local transactions, and the 
concept of venblre capital is practically unknown. 

Jozef Mudrik, the recently appointed president of 
Vsebecna Uvervova Blinka (the general credit bank) in 
Slovakia, says that he cannot lend to new enttepreneurs 
unless they provide same form of outside guarantee, 
perhaps from an international instibltion. Moreover, he 
notes that no rate of interest would compensate the 
bank for the risks it wotild have to take in order to issue 
credit 280 · · 

As is true in most CEEs, the decenttalization of the 
Czechoslovak monopoly bank was not accompanied by 
an infusion ·or capital. On the conttary, most of the 
new banks were burdened with portfolios that include a 
large number of troubled loans which may never be 
repaid. In effect, these new banks have a limited 
ability to finance new projects. In addition, the 
absence of a convertible currency and of bankruptcy 
laws prevents these new Czechoslovak banks from 
exercising real · control over borrowers and 
differentiating between good and bad risks.281 

Hungary.-The Hungarian banks are far ahead of 
their CEE competitors in introducing market control. 
The . Hungarian ~ng system was decentralized in 
1987; af~r the management of state enterprises had 
been decenttalized and after bankruptcy legislation had 
been ~nacted.282 Beginning in 1987, the monopoly of 
the National Bank of Hungary (NBH) was abolished. 
WitlJ the reforms. the credit functions of the NBH were 
transferred to two commercial banks, the Commercial 
and Credit Bank (CCB) and the Hungarian Credit Bank 
(HCB) .. A third. bank, the Budapest Bank (BB) was 
created by merging the commercial functions of the 
State Development Bank and the Credit Bank of 
Budapest. These' three banks were allocated loan 
accounts from the NBH portfolio. This division was 
necessary for the separation of monetary policy from 
commercial banking activity that became the 
responsibility ·of these banks. 283 Some experts have 

l19 See Task Force o!i Refonn in Central and Eastern Europe, 
Headed by the Slaff of the Executive Office of lhe President, 
Council of Eoon!lltlic Advisen, Dcsignillg U.S. Policy to 
Accelerale Crea1ion of Marut-80.1ed Eco""""" ill CentTal tJNJ 
Eastern EUTOpe, pp. 28-:47. Ariioog the 28 banks now operating 
in Czechoslovakia; a dozen are foreign joint ventures or, in the 
case of Citibank, wholly owned subsidiaries. 

280 Ewomoney, Special Supplement on CzecltoslovakilJ, June 
1991. 

281 Ibid. 
212 See Mario I. Ble,jer and Silvia B. Sagari, "Hungaiy: 

Fmancial Sector Refonn m a Socialist Economy," The World 
Banlt

211 
Working Papers · WPS 595, February 1991. 

3 See L Bokros, "The Conditions of the Development of 
Businesslike Behavior in a Two-Tier Banking System. An 'Ex 
An1e 0 Evaluation of lhe Hungarian Banking Reforms," Acta 
Otconomica, 38: (1·2), 1987. 



noted that this rapid decentralization of the Hungarian 
banks created undercapitalized banks that are virtually 
all insolvent 284 

As of January 1989, commercial banks and savings 
institutions have been free to engage in financial 
ttansactions with both households and enterprises. 
·Treasury bills have been introduced and sold through 
an auctioning procedure. While state guarantees remain 

.. on treasury bills, state bonds are no longer guaranteed. 
-.{)ther recent developments in the financial sector 
included legislation allowing individuals to fonn 
limited liability and stock companies and to hold 
negotiable shares in joint-stock companies, to convert 
state enterprises into joint-stock companies and to grant 
enterprises the power to maintain checking accounts in 
more than one bank.285 

Despite these refonns, credit in Hungary continues 
to be largely allocated to the enterprises that accounted 
for the largest share of the pre-refonn portfolio. This 
result is largely due to the slow progress that has been 
made in liquidating problem loans. Discussions 
regarding the recapitalization of these banks are 
underway. The resulting shortage of new credit is 
therefore largely affecting new entrants.286 

A new preferential credit program designed to deal 
with this shortage of capital to new businesses is being 
jointly financed by the Gennan Government and the 
National Bank of Hungary. This program allows any 
Hungarian to draw 50 million forints in order to 
purchase real estate, installations, machines, or stocks. 
Western businessmen have reported that setting up a 
new private business in Hungary is often easier than 
attempting to purchase an existing state enterprise. 287 

Poland.-Poland has made enormous progress in 
converting its monopoly banking institution to a 
market-oriented financial system, with reasonable 
success in a short period of time. In January 1989, the 
national Bank of Poland (NBP) was divided into the 
central bank and nine commercial banks organized on a 
regional basis, with about 40 to 50 branches each. 
However, as in the CEE economies, the capitalization 
of these new institutions came from the monopoly · 
bank, thus maintaining the former portfolio .of 
industrial. and inf~tructure loans. Foreign trade 
financing .continued to be handled by Bank Handlowy 
w Warszawie, while private household deposits are 
kept with Bank PKO and Bank Pekao.288 

. 2IM See Task Force on Refonn in Central and Eastern Europe, 
Headed by the Staff of the Executive Office of the President, · 
Council of Ecanomic Adviscn, Designing f!.S. Policy lo 
Accilerolt Crtolion of Markel·Baud Economies ill C1111ral and 
Eastern Ewof", pp. 48-63. 

· · 2IS Blejcr and Sagari, 1991, pp. 1().13. 
286 See Task Force on Rcfonn in Central and Eastern Europe, 

Headed by the Staff of the Executive Office of the President, 
Council of Ecanomic Adviscn, Duignillg U.S. Policy 10 · 
Acc1/1ro11 CrtaJion of Market-Baud Economies ill C1111ra/ and 
Eastern &uo,,,, pp. 48-63. 

287 Ibid. 
218 See Task Force on Rcfonn in Central and Eastern Europe, 

Headed by the Staff of the Executive Office of the President,· 
Council of Ecanomic Adviscn, Designing U.S. Policy 10 
Acc1/1ro11 Creation of Market-Baud Economies ill C1111ral and 
Eastern Europt, pp. 64-79. 

The privatization of Poland's banks is expected to 
follow a program to re-capitaliz.e the banks and a plan 
to change the ownership structure of the banks. These 
changes have been delayed, however, by a failure of 
the Polish authorities to change the management 
structure of the banks. The presidents of the banks are 
still appointed by the Prime Minister on the advice of 
the President of the NBP. Lacking the required 
autonomy, Poland's new commercial banks still lack 
sufficient competitiveness.289 

Despite all these changes, the banking habit has not 
yet developed widely in Poland, and there continues to 
be a heavy reliance on cash for transactions. Private 
businesses primarily o~te on a cash basis, which is 
costly and inefficient.290 There are a number of 
reasons for this: Basic financial services for small 
enterprises are currently either unavailable or available 
only on prohibitive tenns. Domestic and foreign 
checks take weeks to clear, letters of credit are 
unavailable without full cash cover, and there are no 
overdraft facilities. 

Trade Policies of Major OECD Markets 
for Central and Easi European 

· Exports291 

In response to the political and economic changes 
that have taken place in Central and Eastern Europe 
since 1989, the OECD member countries have made 
tariff concessions, reduced quantitative restrictions, and 
eased restrictions on the transfer of technology to the 
countries of the region. Whereas the governments of 

. OECD countries have taken independent actions to 
·reduce impon restraints on CEE products, policies 
aimed at the transfer of technology to the CEE 
countries have been liberalized on a unified basis 
through the 17-nation Coordinating Committee on 
Multilateral Expon Controls (COCOM). See tables 10 
and 11 for summaries of U.S. and EC trade agreements 
and policies toward CEE countries. 

Current CEE Trade Patterns 
In the area of foreign trade, the cOuritries of Central 

and Eastern Europe have suffered a major setback in 
their drive to expand exports. Trade trails only 
industry as a source of economic activity in the region. 
As.shown in table 12, compared with 1988 levels, CEE 
trade in 1990 fell by $26 billion, or by 20 percent, to 
$107 billion, the lowest level in at least 10 years. 
Imports fell by 17 percent to $52 billion and exports 
dropped 22 percent to $55 billion. Two-thirds of the 
decline in foreign trade during 1988-90 was absorbed 
by Romania and Bulgaria, whose combined trade 
decreased by 28 percent. Nevertheless, the region eked 

289 Ibid. 
290 Ibid. 
291 The 24 OECD member countries arc u follows: 

Australia, Austria, Belgium, Canada, Denmarlt, Finland, Fnncc, 
Gennany, Greece, Iceland, Ireland, Italy, Japan, Luxembourg, lhe 
Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, 
Switzerland, Twtccy, United Kingdom, and lhe Uni1ed Stalcl. 
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Table 10 
U.S. trade agr•ment• and pollcle• towards Central and Eastern Europe 

Tr ads 
Country agreement 

Bulgaria . . . . . . . . . . . . . . . . . . . . . . . . Yes 1 

Czechoslovakia . . . . . . . . . . . . . . . . . . Yes 
Hungary . . . . . . . . . . . . . . . . . . . . . . . . Yes 
Poland ......................... Yes 
Romania . . . . . . . . . . . . . . . . . . . . . . . Yes 

MFN 
No2 

Yes 
Yes 
Yes 
No 

GSP 

No 
Yes 
Yes 
Yes 
No· 

Export credit 
insurance 

Yes 
Yes 
Yes 
Yes 
No 

1 The United States and Bulgaria have signed a trade and financial agreement, which is currently before the U.S. 
Senate. 

2 It is expected that MFN status will be granted by the end of the year. 

Source: Compiled by staff of the U.S. International Trade Commission. 

Table 11 
EC trade agrHmenta and pollcles toward• Central and Eastern Europe 

Trade 
Country agreement MFN GSP 

Yes Yes Yes 
Yes Yes. Yes 

Bulgaria ......................................... . 
Czechoslovakia ................................... . 

Yes Yes Yes 
Yes Yes Yes 

Hungary ......................................... . 
Poland .......................................... . 
Romania ........................................ . Yes Yes Yes 

Source: Compiled by staff of the U.S. International Trade Commission. 

Table 12 
Foreign trade of Central and Eastern Europe, by countrlea, 1980 and 19Bfr90 

(In millions of dollars) . 

Item and country 1980 1986 1987 1988 1989 1990 

1mrurts: 
ulgaria ................. 9,650 15,249 16,211 . 16,582 14,881 13,089 

Czechoslovakia 1 
••••••••••• 15,148 13,358 14,883 14,593 14,277 13,106 

Hungary ................. 9,235 9,292 9,450 9,135 8,803 18,764 
Poland .................. 19,089 11,208 10,844 12,240 10,085 8,160 
Romania ................. 13,201 10,590 211, 100 210,600 210,400 9,249 

Total .................. 66,323 59,697 62,488 63,150 58,446 52,368 

Exrurts: 
ulgaria ................. 10,372 14,192 15,905 17,223 16,014 13,428 

Czechoslovakia2 ........... . 14,891 13,227 14,723 14,894 14,440 11,882 
Hungary ................. 8,677 8,875 9,204 9,739 9,584 9,707 
Poland .................. 16,997 12,074 12,205 13,956 13,155 13,627 
Romania ................. 11,401 12,543 214,000 214,100 214,200 6,095 

Total .................. 62,338 . 60,911 66,037 69,912 67,393 54,739 

Balance: 
Bulgaria ................. 722 (1,057) (306) 640 1,133 339 
Czechoslovakia2 ........... ~257l f32~ ~160l 302 162 (1,~ 
Hungary ................. 558 417 246 604 780 
Poland .................. (2,092) 86 1,361 1,716 3,070 5,467 
Romania ................. (1,799) 1,953 2,900 3,500 3,800 (3, 154) 

Total .................. (3,985) 1,214 3,549 6,762 8,947 2,371 
1 Beginning with 1985, data for Czechoslovakia are not comparable to those for prior years due to revisions of 

the koruna/dollar exchange rate. 
2 Estimated by the staff of the U.S. International Trade Commission on the basis of annual percentage changes 

for hard-currency trade, as published by The WEFA Group in Centrally Planned Economies Outlook, April 1991, p. 79. 
Source: United Nations, Monthly Bulletin of Statistics, June 1987, p. 122, and July 1991, p. 110. 
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out a trade surplus in 1990 of over $2 billion on the 
strength of trade surpluses in Poland and Hungary. In 
fact, both Hungary and Poland recorded small increases 
in their exports in 1990, as a result of large increases in 
hard currency exports to Wes1em countries. Poland's 
growth was largely the result of a devaluation of the 
zlotj by more than 50 percent at the start of 1990. 

intra-CMEA trade has fallen substantially, while 
trade with OECD countries has increased in 
importance. The latter now take about half of the 
exports from CEE countries. Food and raw materials, 
basic consumer goods, and heavy industry products, 
each account for about one-third of the exports from 
this region to OECD countries. 

Export Controls 

COCOM policies took a major tum during the 
·summer of 1989, when the U.S. Government 
announced plans to liberali7.e controls on 
high-technology exports to CEE countries instituting 
political and economic reforms.292 In June 1990, with 
strong U.S. support, COCOM decided to accord special 
treaUnent to those CEE counlries that were willing to 
adopt appropriale safeguards against possible mili~ 
use and illegal reexpon of controlled technology.293 

COCOM reduced the level of controls on exports 
to the CEE countries in two separate rounds of 
negotiations, taking place in July and September 
1990.294 Controls have been eased on exports to 
Czechoslovakia, Hungary, and Poland, whose 
Governments have committed themselves to the 
introduction of safeguards against reexports of 
controlled technology to proscribed destinations.295 
By yearend 1990, U.S. expon authorities were advising 
the Governments of Czechoslovakia, Hungary, and 
Poland concerning the technical aspects of the new 
licensing practices and the various enforcement 
measures required as appropriate safeguards.296 

On April 25, 1991, the United Stales created a new 
designation (Country Group W) for the purposes of 
administering the liberalized controls on the 
exponation of high technology to Czechoslovakia, 
Hungary, and Poland.297 Since then, applications by 
U.S. companies for licenses to exPQn to these countries 
have been treated more favorably. 298 

292 USITC, 62nd QllOl'terly Report 011 Tr<UU Beltllfle11 tJte 
Ulliud Sla1u aJtd 1M NoNllQrut &°"""" CoUlllTiu D1UU.g 
l~Marr:Ja 1990 (publication 2302, August 1990), p. 12. 

USITC, 65tla QllDl'lerly Report 011 Tr<UU Betw111111 tlae 
Ulliud Slalu aJtd tlae NoNllQrut &ollOfPIY Co11111Tie8 Durilig 
1990Jr:blication 2375, April 1991), p. 14. 

U.S. Department of Commerce official, inlerview wilh 
USITC S1aff, June S, 1991. 

295 Ibid. 
296 USITC, 65tla QllOl'Ur/y Report 011 Tr<UU Betwee11 tlae 

Ulliud Slalu aJtd tlae NoNllQrut &ollOfPIY ColllllTiu D11Tilig 
199013. 14. . 

U.S. Department of Commerce official, inlervicw wilh 
USITC staff, June S, 1991. 

2111 Ibid. 

In May 1991, COCOM decided to revise the core 
list of items 'that would remain under its controJ.299 
The new core list. expected to be published by October 
1991, will signifieantly reduce licensing requirements 
on exll&,rts of high-technology icems to the CEE 
region. The new, reduced list of controlled 
commodities is expected to reduce U.S. expon controls 
to the region by SO percent in 1enns of the volume of 
licenses issued by U.S. expon control authorities.301 

Import Controls 

The United States 
The United States currently extends 

most-favored-nation (MFN) tariff status to 
Czechoslovakia, Hungary, and Poland. 302 The 
President has issued a Jackson-Yanik waiver for 
Bulgaria, and the United Stales and Bulgaria have 
signed a trade agreement providing for the reciprocal 
extension of MFN tariff status.30'.J'" MFN status will 
enter into force afler both the U.S. Congress and the 
Bulgarian Parliament have approved the agreemenL 
Romania's MFN status was suspended in 1988.304 
However, bilateral consultations on commercial 
relations have continued with Romania under the 1975 
trade agreement 30s The Uniled States currently 
extends tariff concessions under the Generalized 
Syslem of PreferencenfGSP) to Cuchoslovalda, 
Poland, and Hungary. Bulgaria has formally 
requested GSP status, but has not~ been added to the 
U.S. list of beneficiary countries. Romania lost its 
GSP status in 1987.308 

·The United Stales currently applies quantitative 
restrictions on the imponation of textiles, cenain 
agricultural products, and sceel products from these 
countries.309 The quantitative restrictions on 1extiles 
and steel products may be eased as new bilateral 
agreements on the importation of these commodities 
are negotiated with Czechoslovakia. Hungary, and 
Poland under the recently announced Trade 
Enhancement Initiative for the Central and East 
European countries.310 In response to requests by the 

299 Ibid. 
30CI Ibid. 
JOI Ibid. 
J02 Poland's MFN staws was fmt restored in 1960, 

suspended in 1982, and restored again in 1987. MFN was 
extended to Hungary in 1978, and to Czechoslovakia in 1990. 
65tla&lllUUrly Report, p. I. 

The agreement was signed on Apr. 22, 1991 
(Congressional Research Service, interview wilh USITC staff, 
June S 1991). 

liil 65tli Quarterly Report, pp. l, 2. 
JDS U.S. Department of State official, interview wilh USITC 

staff June 5, 1991. 
~ Hungary received GSP staws in 1989, Poland in 1990, 

and Cuchoslovakia in 1991. Sec 6181 Quarterly Report, p. 18; 
and 56 F.R. 19525, Apr. lS, 1991. 

J07 USITC, Office of Tariff Affain and Trade Agn:crncnts, 
AugJcit 1991. 

Proclamation 5617, 52 F.R. 7265, Mar. 6, 1987. 
309 The bulk of U.S. quantitative restrictions against imports 

from other countries focus on lhe same commodity groups. 
Interview wilh lhe Office of lhe United States Trade 
Representative, June 24, 1991. 

310 The White House. Office of lhe Press Sccrctary. Prll# 
Relea.se, July 12, 1991. 
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CEE countries for a reduction in resttictions on 
agricultural products, the U.S. Government pledged ro 
act "in conjunction with the results of the Uruguay 
Round ro increase country access for cheese covered by 
quotas."311 

Other major OECD markets 

All other OECD countries provide MFN tariff 
treatment to all five CEE countries.312 The EC also 
extends tariff concessions under its GSP program to all 
five countries. Both Japan and Canada exrend GSP 

~e~:::: c8!t:v=~8[1· Poland, and Romania, 

All five CEE countries have concluded 
first-generation bilateral trade and economic discrimi-

311 Ibid. 
312 OECD analysts, interview with USITC staff, June 17, 

1991. 
313 Ibid. 
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cooperation agreements with the EC.314 These 
agreements call for the elimination of the EC's natory 
quantitative n:strictions (QRs) against CEE products 
and the suspension of its nonspecific QRs by yearend 
1991 in exchange for improved market access for EC 
products. 315 The negotiation of second-generation 
bilareral association agreements with the countries of 
CEE began in. August 1990.316 The association 
agreements, some of which might enrer into force in 
1992, will further reduce EC tariffs on industrial 
imports from the CEE countries. In addition, the 
agreements will provide for the gradual introduction of 
Community rules goveminf capital movement and the 
freer movement of people. 17 

)!4 usrrc. 1992. TIN FJ/•CU of Greater Economic 
lntegratiOll Within tlv Ewopu11 C°"""""ily 011 tlN U11iled Slala: 
Third FolloWl#p R•JHJ'I, investigation No. 332-267, USITC 
publication 2369, Mardi 1991, p. 1·29, 1·30. 

315 Ibid. For Romania, the process might be completed 
durina 1992. . .. :tl'6 Ibid. 

317 Remarks by Mr. Andreu van Agt, Head of the Delegatioo 
of the Canmission of the European Canmunities to the United 
Stales, at the National Issues Forum of the Brookings Inslitulion, 
May 21, 1991. 



Chapter 5 
Assessment of Export Potential· of 
Select Manufacturing Industries 

·and :the Income-Earning Potential 
·. of a Select Services Sector 

Methodology for Selecting Industries for 
More Detailed Study 

Previous sections described the sectoral 
composition of cwrent CEE output and trade.. The 
·cwrent status, however, is the consequence of past state 

· intervention, and cannot serve as an adequate indicator 
of export potential under competitive market 
conditions. To identify potential export industries, staff 
first compiled a revealed com~tive advan1age index 
(RCI), based on 1989 trade data.318 The pwp<>se ofthis 
index was to rank the CEE countries relative to other 
exporters in OECD markets. The underlying 
assumption is that a country's exports reflect its 
comparative advantage vis a vis its competitors. Since 
actual trade patterns have been affected in many cases 
by the central planners in the CMEA countries, the 
ranking based on the comparative advantage index was 
reviewed by industry analysts, who researched factor 
endowments and industry conditions . to determine 
whether there was evidence to support the inferences 
sugg~ted by the revealed comparative advan&age 
analysis. In some cases, analysts were able to provide 
more delail then the index, and pinpointed specific 
industries as the major competitive segment within a 
sector. As a result of this process, the following 
non-services industries were chosen for de&ailed review 
in this report: apparel, coal, copper, fertilizers, meat, 
motor-vehicle parts, metalworking machine tools, 
poultry, steel, and textiles. Scientific and medical 
equipment was also included because there was not 
adequate information available initially to enable us to 
compute an RCI for this industry. However, several 
published articles did mention these products as 
possible exports from the CEE countries. 

This methodology could not be applied to the 
services industries, whose dala sets are not comparable 
to other industries. A review by industry analysts lead 
to the decision to include tourism, a services-oriented 

· . industry, in the industry profiles. 

.·:. A more detailed discussion of the compilation of 
· the index and a summary of analytical observations 

follow. Profiles of each of the selected industries 
conclude this report. 

3!8 OECD country impon data were substi.tuted for CEE 
CllpOn data. Allhough some distonions in I.he data may be 
created by exchange rates, lhese impon data are believed to more 
~osely refle:ct responses to martccs. ~ditions ~hile providing 
umely, consutent data sets. To nuugllle quesuons lhal may arise 
becau~e of !he exchange rate used, !he index was compiled and 
~>:su based on more lhan one year's d~ta (see appendix D). In 
add1uon, !he analysts were requested specifically to take into 
consideration lhe effects of the exchange rate on expon panems. 

The Relative C()mparative Advantage Index 

Trade between two countries (or regions) is based 
on differences in the factor endowments in each 

. coun~. The specific trade pattern that evolves is 
descnbed by the well-known Heckscher-Ohlin 
theorem, which slates: "[e]very country tends to export 
those goods that use its relatively abundant resources 
relativel~ intensi_vely, and tends to imix;>rt those goods 
that use its relauvely scarce resources mtensively."319 
The imp~cation is that a country's exports reflect its 
comparauve advan&age, which is derived from an 
abundance of some particular factor endowment (e.g., 
land, labor, capital, and natural resources). Thus, the 
theorem can be described in terms of the relationship 
sho~n below: 

Factor endowments·~ ComparaJive advantage~ 
Trade patterns 

The analysis proceeds in two steps. The first step 
computes a RCI, which is based on existing trade 
patterns between the OECD countries and the five CEE 
countries for each of 61 SITC 2-digit commodity 
classifications for 1989.320 The RCI is defined as the 
ratio of country i's exports for a particular commodity 
to country j expressed as a share of country i's total 
exports to country j over the rest-of-the-world's exports 
of the same commodity to country j expressed as a 
share of the total rest-of-the-world's exports to country 
j., An index greater than one indicates that a country 
has a comparative advantage relative to the rest of the 
world in that particular commodity. So, for example if 
Bulgaria's exports of widgets to the OECD as a shaire 
of Bulgaria's tolal exports to the OECD is greater than 
the rest-of-the"world's exports of widgets to the OECD 
as a sh~.of total exports to'the OECD, then Bulgaria 
would likely have a comparative advanlage in widgets. 

The intuition behind this approach is that a 
country's. ttade flows will reveal that country's 
comparauve advan&age. If the Heckscher-Ohlin 
theorem is right, then a relative abundance of some 
factor 'endowment within that country should explain 
why th~t cou~try is exporting that particular 
commodity. The second step . then examines those 
~tors in which the RCI is greater than one to 
determine whether a country (or countries) has an 
abundance of some factor of production that would 
give rise to a comparative advan&age in that particular 
sector. It is quite possible, however, that the trade data 
may reflect distortions in prices introduced by the 
system of central planning used in these countries. If 
input prices were fixed at artificially low levels or if 
the government controlled prices of final goods, the 
RCI index may show a comparative advan1age where 
none would exist on the basis of market prices. If 

lt9 See, for example, J. David Richardson, Un&rslalldilti 
fllltrnatiONJl Eco11omlcs, p. 393 (1980). 

320 This aJ'l'!"O&ch is discussed in detail in Peter Murrell. TM 
Nature of Socialist Economiu: Lusom from Easttrn Eluopta11 
Fortign Trlllh (1990). 
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Poland, for example, decide.d IO promote steel 
production when this sector has a comparative 
disadvantage, then inferences based on the RCI 
compute.<! from these data would be misleading. In 
addition, the trade data may be IOO highly aggregated IO 
discern specific sources of comparative advantage for 
specific commodities and this criticism is 
acknowle.dge.d. Therefore, staff analysis of specific 
commodities will provide additional evidence that will 
be used IO check the plausibility of any inferences 
drawn from the reveale.d comparative advantage 
analysis. · 

The data presented in table 13 show the RCI for 
each -of the 61 commodity classifications for the five 
countries for 1989.321 The criteria used IO select 
sectors for analysis are (1) RCis greater than two for at 
least three of the five countries and (2) RCis that 
appear IO be unusually large for any one country. The 
entries highlighted by an asterisk represent 
commodities that meet either criterion, and these will 
be the focus of the following discussion. To place 
these data in proper context, however, table 14 shows 
the RCis ranke.d according IO size for each of the five 
countries, and this information will supplement that 
which is presented in table 13. 

Summary of Comments by Analysts on 
Sectors Identified by the RC/ 

00 Live animals 
The data presented in table 13 indicate that 

Bulgaria, Hungary, and Poland each have a revealed 
comparative advantage in raising live animals.322 
Since raising ruminate animals is a land-intensive 
activity, the apparent source of each country's 
comparative advantage is the temperate climates and 
availability of land suitable for growing animal feeds. 
Bulgaria, for example, has a high arable 
land-to-population ratio relative to the other CEE 
countries, although industrial pollution has conUibuted 
to a decline in the usefulness of the land over time. 
Similarly, Hungary and Poland have a relatively high 
percentage of arable land, which would be important 
for raising liveslOCk. Perhaps, more important, each 
country has had a rich tradition of having a 
well-developed farm sector that has provided each with 
the knowle.dge necessary to compete effectively against 
other countries. 

In addition, the data presented in table 14 send a 
similar message. In each of these three countries, for 
example, this commodity classification ranks near the 
top of all classifications that had a revealed 
comparative advantage greater than two. The RCI for 
Bulgaria, Hungary, and Poland was 8.67, 7 .25, and 
13.09, respectively. Moreover, the economic reforms 
being implemented should reinforce the export 

321 The data for each country for 1985 IO 1989 an: rqx>ned 
in~D. 

This classification includes animals used primarily few 
food. 
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potential of this particular sector. Thus, the temperate 
climates, the relative abundance of land, and the 

· accumulated knowle.dge would make this a likely 
export sector. 

01 Meat and meat preparations 
Meat and meat preparations is one sector in which 

several CEE countries appear to have a comparative 
advantage. 323 The data shown in table 13 indicate that 
each country, except Romania, has an advantage in this 
particular sector. However, the data also indicate that 
the advantage is greatest for Hungary and Poland, 
which most likely reflects Hungary's comparative 
advantage in processed poultry and Poland's 
comparative advantage in certain processed red meats. 

The production of processed poultry is a relatively 
·capital intensive-operation, which requires modem 
technology to be competitive in the world market 
Hungary, for example, has a number of large-scale 
facilities that appear to be efficient in processing meal 
Indeed, the trend toward privatization has progressed 
quite rapidly in the meat processing sector, which 
naturally encourages firms to increase the efficiency of 
their operations. Hungary's apparent abundance of 
capital and its long tradition in processing poultry 
suggest that poultry is likely to emerge as an export 
industry in this country. Furthermore, Hungary's 
apparent comparative advantage in raising livestock 
contributes, in pan, to their advantage in this sector. 
The data in table 14 show that meat and meat 
preparations has the top-ranking within Hungary. 

Poland's situation in meat processing is similar to 
Hungary's in many ways. Poland, for example, has an 
abundant labor force that is skille.d in processing 
eenain red meats, and . there is some evidence that 
Poland is cost-competitive with other world producers. 
Poland has also moved towards privatizing the 
processing facilities, which should increase the 
efficiency and, hence, the competitiveness of the 
industry. And like Hungary, Poland has an advantage 
in raising live animals, which would contribute to the 
processing of red meat. This commodity classification 
also ranks fourth among the other RCis for Poland. 

Both Poland and Hungary recently requested GSP 
treatment with respect to exports of certain types of 
pork to the United States. In each case, U.S. producers 
opposed the petition, which would suggest that U.S. 
producers viewed the meat processors from these 
countries as viable competitors in the marketplace. 

Czechoslovakia, on the other hand, appears to be 
the least likely of the four countries to export prepared 
meat products for several reasons. First, nieat 
processors in Czechoslovakia have relatively high 
production costs, which would make less likely that 
they would compete against the more efficient 
producers. And second, labor productivity appears to 
be relatively poor. These factors may reflect a relative 

323 This includes all fresh, chilled, fro:zen, prepared, or 
preserved meat that is suitable for human consumption. 



Table 13 
1989 revealed comparative advantage Indices, by country 

SITC Commodity Czech Bulgaria Hungary Poland Romania 

·oo-- Live animals ................... -..... 1.13 8.67 7.25 13.09 0.28 
·01- Meat and preparations ......•......•. 2.37 2.39 9.13 4.08 1.68 
·02- Dairy products and eggs ..... , ....... 3.13 2.91 1.11 1.94 0.73 
03- Fish and preparations ..........•.... 0.12 2.46 0.07 2.61 0.02 
04- Cereals and preparations .•..•........ 0.93 0.04 1.37 0.16 0.28 
•05- Fruit and vegetables .....•...•..•.... 1.09 3.50 3.05 2.95 0.46 
.06- surr and preps honey ..........•... 0.79 2.15 2.21 2.13 0.36 
07- Co ee tea cocoa spices ..•..•••.•••.. 0.10 0.40 0.71 0.45 0.01 
08- Animal feeding stuff ....•....••.••... 0.23 2.97. 1.36 0.50 0.00 
09- Misc food preparations .......••.•.... 0.43 0.91 3.38 0.09 0.06 
·11- Beverages ...........•............ 0.71 5.58 0.83 0.21 0.43 
12- Tobacco and mfrs .......•........... 0.01 14.39 0.18 0.22 0.12 
21- Hides, skins, furs undrssd ....... · ..... 0.44 0.73 0.40 1.08 0.00 
22- Oil seeds,· nuts, kernels .............. 0.17 3.16 2.52 4.50 0.10 
23- Rubber crude, synthetic ........•••... 1.93 3.23 0.24 1.47 0.29 
24- Wood lumber and cork ............•.. 4.n 0.86 1.58 2.30 0.70 
25- Pulp and waste paper ............... 4.41 2.62 0.02 0.22 0.00 
26- Textile fibres .............•......... 0.56 0.95 0.82 0.27 1.76 
27- Crude fertlzr, minrls nes ..........•... 2.68 0.58 0.51 3.80 0.22 
28- Metalliferous ores, scrap ............. ·o.73 0.98 1.22 1.14 0.08 
*29- Crude animal, veg mat nes ........... 0.65 2.67 5.15 2.35 0.53 
•32_ Coal, coke, briquettes ............... 5.06 0.02 0.68 15.71 0.00 
33- Petroleum and products ..•........... o.n 1.35 0.66 0.31 3.58 
34- Gas natural and manutctd ....•....... 0.32 0.00 1.33 0.05 0.00 
• 35- Electric energy ..................... 2.55 2.62 0.00 3.30 0.00 
41- Animal oils and fats ................. 0.84 1.57 5.10 1.43 0.01 
42- Fixed vegetable oil, fat ............... 0;85 0.13 3.14 0.61 0.09 
43- Procesd anml veg oil, etc ............. 1.23 0.09 0.14 1.10 0.03 
51- Chem elements, compounds .......... 1.92 . 1.39 1.80 1.18 0.66 
*52- Coal, petroleum etc chems ....•.... -.. 2.08 0.91 2.45 2.39 0.00 
53- Dyes, tanning, colour prod .•..••...... 0.98 0.01 0.23 0.38 0.08 
54- Medicinal etc products ..•............ 0.42 1.49 1.20 0.07 0.13 
55- Perfume, cleaning etc prd ............ 0.13 1.82· 0.25 0.08 0.01 
*56- Fertilizers manufactured .........••... 1.00 13.72 3.47 1.84 10.54 
57- Explosives, pYrotech prod ......•... · .. 4.58 0.00 2.00 1.33 0.41 
58- Plastic materials etc .............•.•• 1.72 --0.60 1.38. 0.57 0.36 
59- Chemicals nes ...........•.......•• 0.58 0.80 0.41 1.71 0.13 
61- Leather, dressed fur, etc .....••..••... 0.37 0.32 3.64 0.59 0.37 
62- Rubber manufactures nes ............ 1.39 0.70 1.59 0.54 0.72 
63- Wood, cork manufactrs nes ........... 1.92 0.24 1.51 1.50 1.57 
64- Paper, paperboard and mfr .......... •. 0.85 0.13 0.26 0.52 0.50 
65- Textile yam, fabric etc ............... 2.45 1.14 1.23 0.77 0.78 
66- Nonmetal mineral mfs nes .........•.. 2.14 0.42 0.75 0.91 1.05 
*67- · Iron and steel ...................... 3.53 2.55 1.65 1.70 3.78 
68- Non-ferrous metals .................. 0.33 0.63 1.50 2.43 1.82 
69- Metal manufactures nes ........••.... 0.75· 0.32 0.98 1.18 0.63 
71- Machinery, non-electric .............. 0.54 0.49 0.39 0.35 0.17 
72- Electrical machinery . . . . . . . . . . . . • . . . • . 0.32 0.35 0.65 0.41 0.19 
73- Transport equipment ........•....... 0.29 0.03 0.17 0.35 0.13 
81- Plumbg, heatng, lghtng equ ...•......• 1.64 0.19 0.91· 0.79 0.71 
·e2- Furniture .......... : .......•....... 1.87 1.45 1.77 2.95 10.15 
83- Travel goods, handbags .........•.... 1.92 1.60 1.26 1.06 1.28 
.84- Clothing .......................... ·1.12 1.94 2.62 2.04 3.45 
85- Footwear ......................... 2.22 0.61 1.59 1.43 2.38 
86- lnstrmnts, watches, clocks ............ 0.15 0.15. 0.14 0.11 0.04 
89- Misc manufctrd goods nes ............ 0.60 0.33 0.35 0.18 0.23 
91- Mail not classed by kind .............. 0.38 0.14 0.13 . 0.33 0.07 
93- Special transactions ......•...•...... _0.50 1.13 0.64 0.48 0.13 
94- Zoo animals, pets ......•............ 11.73 2.61 11.27 4.03 6.02 
95- War firearms, ammunition ............ 0.87 0.33 0.19 0.10 0.00 
96- Coin nongold, noncurrent ...•.•..•.•.. 0.60 12.34 2.17 1.69 0.00 

Source: Compiled by staff of the U.S. International Trade Commission from official statistics of the OECD, the EC, 
and the Governments of Canada and Japan. · 

37 



Table 14 
1989 revealed comparative Indices, by country 

Country RC/ Commodity 

Czechoslovakia .................... 5.06 32 Coal, coke, and briquettes 
4.n. 24 Wood, lumber, and cork 
4.58 57 Explosives and pyrotechnic products 
4.41 25 Pulp and waste paper 
3.53 67 Iron and steel 
3.13 02 Dairy products and eggs 
2.68 27 Crude fertilizers and crude minerals 
2.55 35 Electric ene1y 
2.45 65 Textile yarn, abrics, made-up 

articles and related products 
2.37 01 Meat and meat preparations 
2.22 85 Footwear 
2.14 '66 Nonmetallic mineral manufactures 
2.08 52 Coal and petroleum chemicals 

Bulgaria .......................... 14.39 12 Tobacco 
13.72 56 Fertilizers manufactured 
8.67 00 Live animals 
5.58 11 Beverages 
3.50 05 Fruit and vegetables 
3.23 23 Crude rubber 
3.16 22 Oil seeds, oil nuts, and oil kernels 
2.97. 08 Animal feeding stuff 
2.91 02 Diary products and eggs 
2.67 29 Crude animal and vegetable materials 
2.62 35 Electric energy 
2.62 25 Pulp and waste paper 
2.55 67 Iron and steel 
2.46 03 Fish and fish preparations 
2.39 01 Meat and meat preparations 
2.15 06 Sugar, sugar preparations, and honey 

Hungary ....•...•................. 9.13 01 Meat and meat preparations 
7.25 00 Live animals · 
5.15 29 Crude animal and vegetable materials 
5 .. 10 41 Animal oils and fats 
3.64 61 Leather, leather manufactures, and 

dressed furskins _ 
3.47 56 Fertilizers, manufactured 
3.38 09 Miscellaneous food preparations 
3.14 42 Fixed vegetable oils and fats 
3.05 05 Fruit and vegetables 
2.62 84 Clothing 
2.52· 22 Oil seeds, oil nuts, and oil kernels 
2.45 52 Coal and petroleum chemicals 
2.21- 06 Sugar, sugar preparations, and honey 
2.00 57 Explosives and pyrotechnic products 

Poland ........................... 15.71 32 Coal, coke, and briquettes . 
13.09 00 Live animals 
4.50 22 Oil seeds, oil nuts, and oil kernels 
4.08 01 Meat and meat preparations 
3.80 27 Crude fertilizers and crude minerals 
3.30 35 Electric energy 
2.95 05 Fruit and vegetables 
2.95 - 82 Furniture 
2.61 03 . Fish and fish preparations 
2.43 68 Non-ferrous metals 
2.39 52 Coal and petroleum chemicals 
2.35 29 Crude animal and vegetable materials 
2.30 24 Wood, lumber, and cork 
2.13 06 Sugar, sugar preparations, and honey 
2.04 84 Clothing 

Table continues on next page. 
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Table 14-Contlnued 
1989 revealed comparative Indices, by country 

Country RC/ 

Romania 10.54 
10.15 
3.78 
3.58 
3.45 
2.38 

Commodity 

56 Fertilizers manufadured 
82 Furniture 
67 Iron and steel · 

· 33 Petroleum and petroleum products 
. . 84 Clothing 
. 85 Footwear 

Source: Compiled by staff of the U.S. International Trade Commission from official statistics ofthe CECO, the EC, 
and the Governments of Canada and Japan. 

scarcity of capital that is necessary for processing meat. 
In addition, the RCI for meat and meat preparations 
ranks well below many of the RCis for the other 
commodity classifications for Czechoslovakia On the 
other hand, Czechoslovakia appears to have· a better 
health and sanitary sysrem than Bulgaria, and in fact 
has been a larger volume exporrer. On balance, 
however, it is unlikely that meat processing will remain 
a viable export industry under competitive conditions. 

02 Dairy products and eggs 
Dairy products and fresh eggs are commodities in 

which Bulgaria, Czechoslovakia, and Poland appear to 
have a revealed comparative advantage. However, 
since milk production and exports of dairy products are 
subsidized by most countries of the world, including 
most of the OECD countries with the exception of New 
Zealand and, to a lesser extent, Australia and Ireland, it 
seems unlikely that Bulgaria, Czechoslovakia, and 
Poland could exploit their comparative advantage. In 
addition, the dairy sector is capital-inrensive relativeJo 
the other agricultural sectors, and it does nOt appear 
that Bulgaria, Czechoslovakia, and Poland have an 
abundance of the capital resources necessary to make 
dairy products a likely export industry. 

The production of eggs is alSo capital-intensive 
and, for this reason it is unlikely that this product will 
emerge as an export. industry. Besides, fresh eggs are 
relatively costly to transport and to store, which seems 
to suggest that they are sold primarily for domestic 
consumption. · 

05 Fruits and vegetables 
These data also indicare that Bulgaria, Hungary, 

and Poland . appear to have a revealed comparative 
advantage in fruits and vegetables.324 However, it is 
likely that the comparative advaniage relares to the 
exportation of fresh fruits and juices, since vegetables 
can be grown almost anywhere. The source of 

.. , Bulgaria and Hungary's comparative advantage is 
probably the temperate climatic conditions that are 
suitable for certain types of fruit production. ·Given 
that climatic conditions are likely to be important, it 
does not appear that Poland's geographic location 
would support a comparative advantage in fruits or 
vegetables. 

31' This classification includes a wide range of fresh and 
fro:zen fruits and vegetables, and several types of fNit juices. 

29 Crude ~nimal and vegetable materials 
Crude animal and vegetable marerials are 

eommodities· in which Bulgaria, Hungary, and Poland 
appear to have a revealed comparative advantage. 3:ZS 
This particular classification includes animal and 
vegetable parts, cut flowers, gums, and resins, among 
other things. Gums, resins, cut flowers, and live plants 
are products that require an intensive use of land, 
certain natural resources (e.g., rubber trees), and certain 
climatic conditions that Bulgaria, Hungary, and Poland 
ate unlikely to have. Thus, it seems unlikely that these 
products will emerge as significant exports.326 

The data presented in table 13 most likely reflect 
exports of animal and vegetable parts which seems 
plausible since Hungary and Poland are likely to have a 
comparative advantage in certain types of processed 
meats. Given that animal parts are a by-product in the 
slaughrering process, exporting these products would 
be likely for Hungary and Poland. 

35 ~lectric energy 
The dara also reveal that electric energy is a sector 

in which BUigaria, Czechoslovakia, and Poland seem to 
have a comparative advantage. Poland's comparative 
advantage would likely be in its indigenous deposits of 
lignite coal. Since the production of electric energy is 
relatively energy intensive, an abundant supply of coal 
would provide Poland with an inexpensive source of 
fuel. However, for reasons related to environmental 
prorection, the thermal electric power plants must 
either be shut down or retrofitted, and it is not clear 
what will happen to production in this country. 

Bulgaria and Czechoslovakia, on the other hand, 
produce the bulk of their power in Chemoybl-style 
nuclear reactors, and recently Austria has offered to 
supply Czechoslovakia · with electric power if 
Czechoslovakia would close its nuclear reactor. In 
·addition, some of the electric power that is being 
"exported" probably involves the retransmission of 
power across national boundaries for the same reasons 
that the United States and Canada transmit power 
across their border. Thus, it seems like any efficiencies 

325 This includes· animal or vegetable pans that arc used for 
processing other commodities. 

326 Ccnain flowen grown only in these countries may be 
exponed to the OECD. However, it is likely that these represent 
an insignificant part of the total trade in this cmunodity 
classification. 
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gained through the current exchange of electtic power 
will continue, and it is not likely that electric power 
would be "exponed" to many different countties. 

56 Fertilizers manufactured 
Manufactured fenilizers is a sector in which 

Bulgaria, Hungary, and Romania appear to have a 
revealed comparative advantage.3Z7 Romania's source 
of its comparative advantage is its endowment of 
natural gas, which is an essential input used to produce 
nitrogenous fertilizers. Hungary's advantage most 
likely reflects the fact that the industry is using modem 
technology, which perhaps offsets the disadvantage of 
not having an indigenous source of many of the natural 
resources used in fertilizer production. These data also 
indicate that Bulgaria has a revealed comparative 
advantage in this sector. However, Bulgaria lacks the 
requisite natural resources to be a player in the 
marketplace. 

Poland's RCI is 1.84, which is low relative to the 
other countries in this study. However, there is reason 
to believe that Poland has some export potential in this 
sector, at least with respect to nitrogenous fertilizers. 
Poland has a rich endowment of sulfur, which is 
important in producing the fertilizers. Therefore, it is 
likely that fertilizers would continue to emerg~ as· an 
export sector in Poland. 

67 Iron and steel 
Iron and steel is a commodity classification in 

which Bulgaria, Czechoslovakia, and Romania seem to 
have a revealed comparative advantage. The primary 
source of the comparative advantage these countties 
have in this sector is the supply of relatively 
inexpensive energy and iron ore from the Soviet Union. 
However, the Soviet Union is likely to raise its prices 
for these raw materials. Moreover, production of steel 
will require high capital input, which is likely to be 
scarce. It is not clear, therefore, that these industties 
will be able· to export iron or steel to the OECD on the 
basis of market-determined prices. Therefore, it seems 
unlikely that steel or iron ore will be a viable export 
sector under competitive conditions in the long run. 

In terms of the data presented in table 14, the RCI 
for iron and steel ranks among the highest for Romania 
and Czechoslovakia, but is relatively low for Bulgaria, 
which suggests that Bulgaria, given its limited 
resources, is least likely to become an exporter of steel. 

84 Clothing 
In table 13, Hungary, Poland, and Romania each 

appear to have a revealed comparative advantage in 
clothing, which includes all clothing made from textile 
or knitted fabric, and fur. Each country has a relative 
abundance of semi-skilled labor. Since apparel 

327 This classification includes nitrogenous, phosphalic, uid 
poussic fenili1.1en. 
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production is labor intensive and labor costs typically 
account for 50 percent or more of total· costs, the 
abundance of labor is the probable source of ·each 
country's comparative advantage in this sector. In 
addition, the geographic proximity of the major EC 
market and the potential for "outward processing" 
arrangements with Western firms are also positive 
factors. In outward processing, foreign fums provide 
cut fabric to be assembled in CEE factories and then 
re-exported, usually to Western markets. 
Notwithstanding the relatively low ranking for clothing 
reported in table 14 for each country, the analysis 
suggests that there is considerable promise for apparel 
production to emerge as export industries for Hungary, 
Poland, and Romania. 

The data presented in table 13 also reveal that there 
are several commodity classifications with unusually 
large RCis for 1989. These exceptional cases are 
discussed below. 

11 Beverages 
Bulgaria has a relatively large RCI for beverages in 

1989. This classification includes both alcoholic and 
nonalcoholic beverages such as beer, wine, lemonade, 
and flavored waters. Bulgaria is a relatively large 

· exporter of wine, and for good reason. The fertile soil 
and temperate climatic conditions in Bulgaria are 
especially conducive to cultivating vineyards. These 
natural advantages should continue to support 
Bulgaria's exportation of wine. 

. 32 Coal, coke, and briqueJtes; 52 coal 
chemicals and petrochemicals 

. Czechoslovakia, Hungary, and Poland appear to 
have a revealed comparative advantage in either coal 
production or coal and petrochemicals. Poland, 
however, is the only country that is likely to have such 
an advantage and only in coal exports. 

Poland's comparative advantage is in the 
production of bituminous or hard coal. The U.S. 
Department of Energy, for example, has reported that 
Poland has an estimated 21 billion tons of 
economically recoverable reserves and is currently the 
fifth-largest supplier in the world.hs Many mines are 
now beginning to be operated on the basis of their 
profitability, which means that less efficient mines are 
being closed. The profit incentive coupled with the 
relative abundance of this natural resource would 
suggest that coal is likely to remain an export le!;lder in 
the world market. 

Czechoslovakia and Hungary, in comparison, have 
relatively small reserves of high-sulfur, low-heat 
content coal, which is not demanded on the world 
market Therefore, these countries are not likelY- to 
have a comparative advantage in coal production.329 
In addition, the data in table 14 indicate that this 
classification ranks well below many of the other 

328 Official statistics of the U.S. Depanment of F.nergy. 
329 Official statistics of the U.S. Depanment of F.nergy. 



classifications within each country. This suggests that 
these countries would be better off to promote other 
industries that have greater potential to compete in the 
global marketplace. 

82 Furniture 

Furniture is the final sector in which several 
countries appear to have a revealed comparative 
advantage. The RCI values for Romania (10.15) and 
for Poland (2~95) are consistent with the relative 
abundance of forestland in each country. In Romania, · 
for example, almost one-third of the country 
{approximately 6,337,000 hectares in 1983) is covered 
with forests, which naturally provides the Romanian 
furniture industry with an accessible source of 
relatively inexpensive wood.330 A major Western 
furniture company is reportedly involved in 
manufacturing furniture in Romania for export. 331 
Similarly, Poland is endowed with expansive forests, 

- which enhance the export potential of its furniture 
industry. Thus, the accessible supply of wood in each 
country suggests that furniture will continue to be a 
leading export industry in these countries. 

Apparel 

Prepared by William Warlick 

Export potential 

CEE apparel producers p0ssess a moderate-to-high 
potential for boosting exports to the West Factors that 
should have a positive effect on export competitiveness 
for . this industry . include uniformly low labor 
costs....:....espeeially critical in labor-intensive "cut and 
sew" processes applied in apparel production, a 
relatively high degree of technological sophistication in 
comparison to other low-cost producers around the 
world, and a demonsuated ability to market a limited 

. range of CEE apparel products in Western markets. 

Geographical proximity to major markets in 
Western Europe 8nd a willingness on the part of 
Western companies to consider . investment and 
production sharing agreements in CEE should also 
improve the region's competitiveness vis a vis major 
apparel exporting nations in East and Southeast Asia. 
Sustained interest by Western apparel firms should ease 
efforts by CEE producers to modernize manufacturing 
technology and boost productivity. 

CEE producers will have to overcame many 
obstacles in order to become competitive in mature, 
low-growth Western markets. Orie negative feature of 
ihe industry is the residual inefficiency brought about 
·by over 40 years of central planning and state control 

330 "Ccunuy Profile, Romania" Economic /llltlligtnct Unil, 
1986-87. . . 

331 ITC staff interview with Seigio Aneni, OECD official, 
Paris, J1D1e 17-19, 1991. 

of industrial production. Tremendous waste is still 
apparent in the use of human and natural resources, 
particularly in vertically integrated factories 
incorporating each stage of the textile/apparel 
manufacturing chain. With the exception of a small but 
growing segment of the industry that has been 
privatized-and in some cases purchased by Western 
companies-productivity remains far below West 
European and U.S. standards. In major segments of the 
market like shirt and trouser production, CEE 
companies still require more labor per unit of outnut 
than competing firms in Korea and Hong Kong. 337 

AISQ, poor product quality standards and 
inadequate knowledge of Western customers' needs are 
hindering export development across the CEE region. 
Finally, infrastructural impediments-long lead times 
on purchases, inadequate access to top-quality raw 
materials, and an absence of reliable financing
continue to hurt the competitiveness of the industry. 

Industry characteristics 

Before analyzing industry characteristics in each of 
the CEE countries, it is important to place in proper 
perspective the relative size of these countries as 
producers and exporters of clothing to the West. 
Compared to maj()f Asian apparel exporters like Hong 
Kong, Korea, and Thailand, the CEE countries capture 
a very small share of European Community and U.S. 
apparel import markets-as shown in figure 5 at the 
end of the section and in the table on the following 
page. 

Apparel manufacturers in four of the five CEE 
countries under review in this study appear to possess 
significant potential as exporters to the West-at least 
in some narrowly defined product groups. Based on an 
initial assessment of the CEE industry and its ties to 
Western markets, however, it is clear that Bulgana does 
not maintain a strong market presence in Western 
Europe or North America. The transformation of the 
Bulgarian industry is expected to proceed more slowly 
than in other CEE countries. An analysis of the 
Bulgarian industry, therefore, has been omitted from 
this section of the report. Industry characteristics for 
Czechoslovakia, Hungary, Poland, and Romania are 
presented in the sections that follow. 

Cuchoslovakia.-In 1990 there were 12 firms 
primarily engaged in apparel production in 
Czechoslovakia, reflecting a high degree of industry 
concentration. State-owned firms continue to dominate 
the market. Apparel industry employment was 
estimated at 60,000 by government officials in July 
1991-<>nly about one-fourth of the size of the textile 
workforce.l33 Some of the larger Czechoslovak 
factories employ as many as 7,500 people.334 

332 ••• 

333 Officials of Centrolex, Cucltoslovak state uading finn, 
interview with USITC staff, Prague, July 12, 1991. 

334 Zdenek .Marsicek, MCzechoslovak Privati7.&lion," Tt:aile 
Asia, November 1990, p. 16. 

41 



Table 15 
CEE apparel exports to Western markets 

Country 
Combined exports to U.S. 
and EC, 1989 Share of total 

(Millions of dollars) (In percsnt) 
0.1 Bulgaria ................................. . 

Czechoslovakia ........................... . 
Hungary ................................. . 
Poland .................................. . 
Romania ................................ . 

CEE total ............................ . 

China ..............................•..... 
Hong Kong ............................... . 
Malaysia ................................ . 
Mexico .................................. . 
Singapore ............................... . 
South Korea .............................. . 
Thailand ...................•.............. 
Turkey .................................. . 

Source: Compiled from United Nations trade data. 

Table 16 
Czechoslovakla: Apparel Industry characteristics 

Item 

42.6 
130.2 
384.2 
411.7 
455.2 

1,423.9 

4,617.1 
6,415.3 

887.1 
619.4 
816.0 

5,043.9 
1,002.6 
2,379.5 

.4 
1.1 
1.1 
1.2 

3.9 

12.7 
17.6 
2.4 
1.7 
2.2 

13.8 
2.7 
6.5 

1989 

Number of state enterprises ............................................................ . 13 
Number of employees ............................................................•..... 
Industrial production (million U.S. dollars) ................................•...........•...... 

43,000 
921 
1.21 
38.2 

Average hourly wage (U.S. dollars) .......................................•...•....•........ 
Average hours worked per week ........................................................•. 
Labor productivity index (1970-100) .................... ; ........................•••.•..... 227.2 

Source: Statistical Yearbook of the Czech and Slovak Republic, 1990. 

Historically, this industry has accounted for a 
significant portion of total manufacturing employment 
and outpuL Before World War II, total textile and 
apparel industry employment was estimated at 360,000, 
approximately 16 percent of the Czechoslovak labor 
force.335 Traditional areas of competitive success in 
apparel production include the manufacturing of wool 
suits and coats.336 These items have typically been the 
most competitive in Western markets. 

Czechoslovak manufacturers of apparel are 
vulnerable to changes in the price of imported raw 
material inputs, although Czechoslovakia does possess 
some expertise in the production of cotton and wool 
fabrics. Both the cotton and wool fabric sectors are 
almost entirely dependent on imported raw fibers.337 
The level of technological sophistication in 
Czechoslovak factories is seen as high by CEE 
standards, but this seems to be less significant in 
apparel production than in the more capital-intensive 
segments of the textile mill industry. 

335 Manicck, "Czechoslovak Privatization," p. 16. 
336 "Eastern Europe Seen as Threat to U.S. Mills," Daily 

News Record, April 1990. 
337 Sec The Fibre and Tutile /Nburriu of the U .S.SR .• 

F.astern Ewope and YugoslavilJ to 1990, lntematimal Wool 
Secretariat, Brussels, 1990, p. 14. 
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With regard to foreign investment in apparel fums, 
recent developments in Czechoslovakia have been less 
striking than in neighboring CEE countries. The 
amount of outward processing work done for Western 
companies is lower than in Hungary or Poland 
However, enactment of privatization legislation in 
early 1991 may spur new interest. In 1990 Marzotto of 
Ilaly became one of the first Western companies to 
negotiate a contract in Czechoslovakia. agreeing to 
modernize an apparel production facility for an 
estimated $4.3 million. 

Hungary.-According to official figures released 
by the Hungarian Ministry of Industry, the number of 
enterprises engaged in apparel production stood at 437 
in 1990, a sharp increase over the 1989 level of 280.338 
As recently as 1985, official figures placed the number 
of apparel enterprises at 139. This increase in the 
number of firms has arisen as part of the government's 
efforts to ·encourage the break-up of large-scale, 
inefficient companies. The average number of workers 
employed in a Hungarian ~~l enterprise fell from 
209 in 1989 to 131in1990. Employment in apparel 

331HungarilJn111/butry aNl Tr~. 1980-1990, Ministry of 
IndusW and Trade, Budapest, May 1991, p. 42. 

33 Ibid., p. 42. 



Table 17 
Hungary: Apparel Industry characteristics, 1989-90 

1989 1990 

Number of enterprises ....................................•....•.... 280 437 
Employment (thousands) ........................................... . 

. . Production (thousand pieces): . . 
58.6 57.3 

Men's suits .................................................... . 1,130 726 
Men's jackets ................•.....................••..••.... : .. . 
Man's trousers .................................... : ............. . 

872 1,320 
1,524 2,904 

Women's coats ................................•................. 1,087 752 
Dresses .............. · ... ; ....•..•...... : .. : ...........•........ '7,089 5,608 

Source: Ministry of Industry and Trade, Budapest, 1991. 

manufacturing has shown a steady decline over the last 
decade. Overall industry employment fell from 77, 700 
workers in 1980 to 66,100 workers in 1985 and 57,300 
in 1990.340 

Average wages in Hungarian apparel firms 
exporting to the West have been estimated at 
$3.00-$3.50 per hour, though industrywide figures are 
probably much lower.341 This places Hungary well. 
below many export-oriented apparel manufacturing 
nations in terms of labor wage rates. Taiwan, for 
example, had an average hourly wage rate ranging 
between $4.00 and $5.00 in 1990. However, wages 
were still higher, in dollar terms, than those in. other 
Asian exportinst nations-including China, Indonesia, 
and Malaysia.34'2 In Western-owned apparel factories 
such as the 200-employee Levi Strauss jeans-making 
facility in Kiskunhalas, wages are tied to performance 
and are significantly h.igher than the national average. 

As in Czechoslovakia, enterprises in Hungary have 
had great difficulty arranging a secure supply of 
high-quality inputs. 343 Levi Strauss created a 
profitable apparel facility largely because a . steady 
supply of high-quality denim fabric,. purchased in' the . 
West through the company's West European 
headquarters~has been guaranteed for delivery on a 

·timely.basis. . · 

Apparel makers in Hungary have fared somewhat 
~ter than textile manufacturers in terms of technical 
modernization. A number of firms are. now using 
modem technology, including elecuonic sewing 
machines, laser cutting machines, and pattern-grading 
equipment. Difficulty obtaining . credit or hard 
currency has forced many Hungarian firms to purchase 
or lease second-hand equipment 345 The majority of 
all equipment in place was purchased from other CEE 
countries. 346 

340 Ibid., p. 42. . 
341 Denyse C. Selesnick, MHungary Leads the Way," 

/11111rna1ional Apparel Sourcing Update, 1990. 
342 Ibid. 
343 John Elbogen, MThree Roads to Sourcing," Bobbin, 

October 1990, p. 18. 
344 Philip Revzin, MVentures in Hungary Test lbeory thal 

West Can Uplift East Bloc," Wall StTeet JOUTnaI, Apr. 5, 1990, 
p.Al. 

34.5 Sandor Fulop, "Profale ol the Textile Industry in 
Hungary," Tutile 0111look /111erna1ional, Economist Intelligence 
Uni1:ovember 1989, p. 82 

Ibid., p. 72. 

In 'recent years, most sales to the West have been 
concentrated in cotton and cotton/polyester blend 
leisurewear, as well as cotton nightwear. Most export 
business has been conducted in Western Europe, but 
the U.S. market is also being emphasized.347 

Since the early 1980s, the level of interest by 
Western investors in the Hungarian apparel industry 
has been quite high. The Levi Strauss jeans plant has 
been operating profitably for more than 10 years. 
Other Western companies with .. a presence in Hllllgary 
include Lee (j¢ans) and Adidas {sportswear). German, 
Austrian;· and Italian companies have, up lllltil now, 
shown the most interest in setting up Hungarian 
facilities. 348 . Recent figures place total foreign 
investment in apparel at $4.5 million.349 

Poland.-ln early 1991, approximately one-half of 
the Polish apparel industry was still in state hands 
(roughly 50 .state-owned comj>anies).350 Most of the 
remaining state enterprises are very large, multi-plant 
operations employing more than 1,000 workers in a 
typical factory. . In addition, there are about 300 
co-operative enterprises in this industry, and the 
number of private firms is increasing rapidly. Privaie 
firms are usually much smaller-employing fewer than 
100 workers per factory on average-and much more 
specialized in their production. This shift reflects the 
general pattern of organization and oroduction in most 
West European clothing companies.'351. . 

According to. official government statistics, 
employmtmt in the apparel sector totaled 158,000 in 
1990.332 In the aftermath of the financial crisis of the 
early 1980s, the Polish apparel industry went into a 
severe downturn. Although output and employment 
rebounded somewhat through the rest of the decade, 
rationalization is again underway as part of the broad 
industrial restructuring program initiated by the Polish 
government in January 1990. As a result of 
resuucturing, employment can be expected to decline. 

lol7 "Advent of East European Market," Japan Twile NeW1, 
December 1990, p. 71. 

348 Official of Hungarocex (Hungarian textile trading finn), 
tel~e interview with USITC staff, Mar. 5, 1991. 

349 "Database on Joint Ventures," Economic Canmissian for 
Eu'°m, January 1990. 

Polish Twile and C/otlaillg Industry Restnu:twi111 
ProRramme, p. 23. 

"'35l Ibid. 
»2 Ibid. 
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Table 18 
Poland: Apparel Industry characteristics, 1989-90 

1989 1990 

Number of enterprises ............................................ . 555 
186.3 

69,700 

(,) 
158.1 

49,700 
Employment (thousands) ...........................•..... · ....•.... 
Production of suits and overcoats (thousand pieces) ................... . 

1 Not available. 
Source: Data supplied by the Polish Ministry of Foreign Economic Relations, Warsaw. 

The Polish apparel industry has been hit 
particularly hard by the recession in the domestic 
market and the decline in expon business with the 
Soviet Union, which had historically been a major 
market for Polish producers. In 1990, production of 
woven outerwear fell by 33.4 percent from 1989 
levels. 353 The downturn in the apparel market 
reflected a 22-percent decline in consumers' real 
incomes during 1990.354 At the same time, retail 
clothing prices soared by over 700 percent in 1990 
following the price liberalization program introduced 
in January 1990. 

Much of the decline in production reflected 
decreased availability of imported raw materials and 
intennediate textile inputs. Imports of finished cotton 
fabrics fell by 45.2 percent in 1990, while imports of 
woolen fabrics declined by 79;7 percent.355 Many 
Polish producers have complained that it is very 
difficult to purchase high-quality fabrics from abroad 
without help from a Western· panner. 

The state-owned· segment of the Polish apparel 
industry is still plagued ·by overstaff mg, poor 
equipment, and inadequate distribution methods. Over 
half of the state-owned factories still employed more 
than 3,000 workers in 1990.356 State enterprises have 
been slow in developing contacts with small retail 
shops, and large inventories of unsold apparel have 
often resulted from a failure to find buyers. This trend 
has been accelerated by the collapse of the Soviet 
expon market. 

The right to expon, however, is no longer enjoyed 
only by state-owned enterprises. Government 
allocation of quotas for exports of apparel to the EC 
and the United States has been expanded to include 
about 100 c~operative and private firms, com.pared 
with 7-10 eligible firms under the old system. 35 

The Polish apparel industry has been identified by 
some Western observers as the most efficient in the 
region. Productivity levels in some segments of the 
industry-men's shin production, for example-are 
comparable to those in Hong Kong and Taiwan.358 
Sound management practices and good quality-control 
procedures have allowed some Polish apparel firms to 
market their products successfully m the West 

353 Polish Foreign Tra.tU in 1990, Foreign Trade Research 
Instituie, Wanaw, 1991, p. 74. 

35' Ibid., p. 74. 
"5 Ibid., p. 74. 
3'6 Ibid., p. 75. 
3S7 Ibid., p. 75. "' ... 
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where stvle and product quality are especially 
imponant.159 

In all, 63 joint ventures with foreign suppon had 
been undertaken in apparel by January 1990. In 
comparison, only 10 textile joint ventures had been 
staned by early 1990. 

Romania.-Apparel production accounted for 
4.0 percent of Romania's total industrial output in 
1989, up from 3.6 percent in 1980.3(i() Official figures 

~l:~~I Paf~~oSO an:s:;&~r::t :n~~~~ 
garment producers by the Romanian Ministry of 
Resources and Indus~ in 1989, 36 employed more 
than 2,000 people.362 One factory in Bucharest had 
close to 20,000 employees in 1989. 

Most apparel production is still carried out in the 
state-run sector, and prospects for a quick sell-off of 
state enterprises are not good. 363 In the absence of 
privati:zation, it can be expected that most apparel 
factories in the country will remain grossly overstaffed, 
with low levels of productivity. As in other CEE 
countries, moreover, the limited availability of 
high-quality fabrics for garment construction is a 
persistent problem that will impede expon 
competitiveness. Hard currency shortages are 
especially acute in Romania, and access to 
Western-made yams and fabrics-as well as 
technology-is extremely limited.364 Accordingly, 
most of the clothing exponed from Romania is 
manufactured from fabrics supplied by Western 
outward processing· trade (OPI) panners.?65 Items 
typically produced for expon to the West in recent 
years have included suits, jackets, rainwear, and skirts. 
Wool apparel in particular has been exponed to the EC 
and the United States, due in large pan to the ready 
availability of raw wool and wool fabrics in Romania. 

In addition to the problems associated with 
restructuring, Romania's capacity to expon to the 
United States will cenainly be hindered by the absence 
of most-favored-nation trade relations. U.S. recognition 
of MFN status for Romania was ended in 1988. High 
tariffs on some apparel importS into the United States 
have already reduced the volume of trade 

359 Iolm Elbogen, •Tluce Roads to Sourcing," p. 78. 
360 Stalistical Yearboolr. of Romania, Bucharest, 1990. 
361 Ibid. 
l6l Data supplied in Edward Pincheson, •The Textile and 

Cothing Industry in Romania," Tutile Outloolr. International, 
Economist Intelligence Unit. London, March 1991, p. 20. 

363 U.S. Embassy Economic Officer, interview with USITC 
staff~ucharest, June 28, 1991. 

Pincheson, p. 20. 
365 Ibid., p. 1:1. 



Tab~19 . 
Romania: Apparel Industry ~haracterlstlcs, 1988-89 

1988 1989 

Index of production ( 1980= 100) .................................... . 
Share of Romanian industrial output (percent) ........................ . 

165 .170 
3.7 4.0 

Apparel production (million lei) ..... · .................... : ......... · .. 
Total employment in apparel industry (thousands) ..................... . 

47,163 48,561 
240.2 247.3 

Production workers in apparel industry (thousands) ..................•.. 223.8 230.5 
L~bor productivity index (1980-100) ................................. . 170 171 

sOurce: Statistical Yea/book of Romania, Bucharest; 1990. . . 
with Romania. The U.S. duty on men's and boys' wool 
suits, for example, increased from 20 percent for MFN 
partners to 54.5 percent for column 2 source 
countries.366 The premium paid on landed goods 
imported from Romania is jeopardizing the country's 
status as a leading CEE exporter to the United States. 
U.S. imports of .Romanian apparel have fallen off 
drasticall~~from $94.7 million in 1987 to $27.7 million 
in 1989. 

Government policy and nature of 
management structure 

Since the late 1940s, when mostCEE apparel firms 
were nationalized, production has typically. t>een 
dominated by a relatively small number of very large, 
vertically integrated state-owned companies. 
Government control of pricing and distributiqn 
generally prevented company managers from making 
decisions based on economic rationality. Rather, 
high-volume facilities were favored as a means of 
promoting centralized state control over purchasing, 
production, and distribution. Maximization of 
output-often without regard to cost-was the 
overriding objective for central planning authoritie5 
throughout the region. As a result, production inputs 
were often used in inefficient ways, and product quality 
suffered. This bias toward mass production of generic, 
low-quality apparel is still plaguing CEE ·plant 
managers as they try ·to upgrade quality and impf9v~ 
materials flows to compete in Western markets. 

One of the most troublesome features of CEE 
enterprises in the textile/apparel complex has been 
administrative top-heaviness. In some cases, . 
white-collar workers still comprise as inueh as a third 
of the total enterprise workforce-an extremely high 
figure given the labor intensive nature of the 
industry:-368 · 

In order to roll back the state management system, 
Western companies operating in the region:have placed 
a great deal of emphasis on improved management 
techniques and the introduction of incentive systems to 
boost worker productivity. The Levi Strauss jeans 
p~t in Hungary has designed a program to reward 

.. 3ti6 Column 2 source countries include Rornarua ind many 
ocher memben of the now-def1D1ct CMEA. . 

367 See section below entitled •Foreign Trade" for a tabUlar 
presentation of U.S. imports from CEE sources. . 

381 See Revzin, p. Al and Steven Greenhouse, •Jn Distressed 
Poland, A Success SIOry," New York TllllU, Mar. S, 1991, p. Dl. 

workers with bonuses based on satisfying daily 
production quotas.369 In early 1990, each worker in 
the Levi's plant was expected to make a pair of jeans 
ev~ry 10 minutes. As modern sewing machines are 
introduced in greater numbers, this rate is expected to 
increase. 

Although privatii.ation of the state-run enterprises 
is proceeding very slowly in some countries (Romania 
in particular), substantial rationalii.ation of old 
production structures has taken place--especially in 
Poland . and Hungary. In some cases, lay-offs of 
government lnanagers have already taken place in large 
numbers. Price liberalization programs and a ~ing 
of foreign exchange markets have made it much easier 
for managers to inake rational decisions at each stage 
of the manufacturing process. In Poland and Hungary, 
most state price supports for industry have been phased 
out, and apparel firms are facing the real prospect of 
failure if profitability cannot be maintained.. The 
residual power of state enterprises . appears much 
greater in Romania and Czechoslovakia, where 
privatii.ation programs have been slow to unfold. 

Adjustment issues 
The most serious. sttuctural impediment faCed by 

the CEE apparel industry appears to be its alm95t 
complete dependence on imported yarn and fabric for 
the manufacture of export-competitive . garments. 
Throughout ihe region, apparel producers complain 
about poor fabric quality and the inability of .local 
fabric prod1;1Cers to supply goods promptly. The bulk 
of apparel exports are part of outward processing jobs, 
with · West European firms {especially German 
companies) supplying finished fabric for cutting and 
sewing in CEE plants. Although natural and manmade 
fiber fabrics are produced in great quantity in CEE, 
quality is generally inferior. Particularly in placing 
orders for nonstandard fabrics of different colors or 
construction, CEE apparel makers are often forced to 
wait up to_ 2 months for delivery. · AS a result, 
manufacturers are forced to . hold very large fabric 
s~ks. raising . overhead costs. 370 . . . 

Financial ·impediments can also be expected to put 
pressure on firms in this industry during the transition 
to a market-oriented system. Economic austerity 
programs, especially far-reaching in Poland, have 
resulted in a. credit squeeze that has made borrowing 

369 Revl.in, p. A 1. 
370 ••• 
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for capital investment extremely difficult Even among 
the surviving profit-making enterprises, cash flow 
uncertainties caused by the failure of customers to pay 
debts has often put technical modernization and 
expansion on hold. Apparel firms in panicular stand to 
lose a great deal as the level of consumer spending 
contracts. 

CEE exporters will be facing considerable 
competition from East Asian suppliers in major 
Western markets, where there has been little growth in 
apparel consumption in recent years. However, 
established producers in . Taiwan, Korea, and Hong 
Kong are confronted with rising production costs. 
Some CEE producers, especially those involved in 
outward processing. trade, will probably remain cost 
competitive with "second-tier" apparel suppliers in 
Asia-including Malaysia, India, and Sri Lanka. 

Foreign trade 

The largest. and potentially the most lucrative 
markets for Central and East European· apparel makers 
are Western Europe and the United States. Poland and 
Hungary have demonstrated the greatest competitive 
strength in export markets over the past 5 years, with 
Czechoslovakia· showing less dramatic improvement, 
and Romania losing some ground (see trade tables at 
end of section). Poland's exports of apparel items to 
OECD markets jumped from $187 .8 million in 1985 to 
$433.8 million in 1989, while Hungarian exports rose 
from $205.5 million to $410.5 million during the same 
period. 

Recent reports suggest that the potential gains for 
CEE firms selling in export markets are large. As an 
example, profit margins for Polish apparel companies 
selling for export are now estimated to be three times 
larger than margins in the home market 371 Because 
CEE consumer spending has been hit hard by 
economic austerity programs, many firms have shifted 
their focus abroad. 

Both the EC and the United States· maintain 
quantitative restrictions on imports of apparel through 
quotaS administered in accordance with the Multifiber 
Arrangement (MFA). The impact of quotas· on. Central 
and East Ewopean exporters is limited, however, sirice 
most quotaS are consistently underutilized. The United 
States and the EC have existing bilateral textile 
agreements with Czechoslovakia, Hungary, and Poland. 

For imports from Czechoslovakia, quota utilization 
rates are very low in the U.S. market. Only men's·and 
boys' wool suits had high fill rates in 1989-90. For the 
year ending May 31, 1990, 92 percent of the 
Czechoslovak quota for wool suits was filled.372 The 
Czechoslovak bilateral agreement with the United 
States expires on May 31, 1992. 

371 Greenhouse, ·1n Distressed Poland, A Success Story," 
p. DI. 

ln Perforrrta11ee Report: Ta1ile 01ld Apparel Bila1eral 
Agreenwlll.J and Unilateral Import Restraiflls, .U.S. Department of 
Commen:e. 1990. 
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The state trading company Centrotex continues ro 
play the leading role in Czechoslovak apparel trade. 
The company still controls about 85-90 percent of all 
foreign trade in apparel and textiles, but since April 
1990-when foreign trade was officially 
liberalized-private firms have begun ro act 
independently ~n this area. 373 · 

Similarly, in the case of Hungary, high quota fiU 
rates have been common for imported men's and boys' 
wool coats and suits (over 90 percent), women's and 
girls' ·wool coats, slacks and shorts, as well as some 
types of synthetic fiber yam. 374 The current 
U.S.-Hungary bilateral agreement expires at the end of 
1991. 

The bilateral textile agreement between the United 
States and Poland expires at the end of 1992. Again, 
with regard to quota utilization, almost all quota 
categories are unfilled; except for men's and boys' 
wool coats and suits, in addition ro knit fabrics. Strong 
gains in convertible currency apparel exports were seen 
in Poland in 1990, according ro official figures.375 

Quantitative EC restrictions on CEE apparel 
imports appear to be more problematic for CEE 
exporters. Decisions made by the EC Council of 
Ministers in late 1990 liberalized quotas modestly on 
imports from Poland, Hungary, and Czechoslovakia in 
conjunction with broad efforts by the West ro 
encourage market-oriented reform in these three 
countries.376 However, the EC and its three trading 
partners agreed that the quota increases would be 
considered "exceptional." Market access for CEE 
suppliers was expanded for woven fabrics, trousers, 
blouses, shirts, suits and jackets. Still, some EC quotas 
on CEE apparel are effectively restricting potentially 
competitive imports. As an example, quotas on EC 
imports from Poland-including those for trousers and 
knitwear-were filled in 1990. At the same time, some 
EC quotas reniain so low that Polish producers are 
unable ro export sufficient quantities to make the 
business profitable.3n Many CEE producers still view 
these quantitative restrictions-especially those 
administered by the EC~as a serious hindrance ro 
export growth.378 

·Over the last several years, CEE to the EC have in 
large part consisted of so-called "outwardly processed" 
items. These are finished products-usually apparel 
made from Western-supplied fabrics-that are exported 
ro the West under preferential trade rules. Through 
outward processing, competitive Central and East 
European apparel makers can get access to secure 
supplies of high-quality raw materials and intermediate 

373 Officials of Centrotex, interview with USITC staff, 
Prague .. July 12, 1991. 

J7• Ibid. 
m ·Polish Foreign Trade in 191j)(), Foreign Trade Research 

Institute, Wanaw, 1991, p. 73. 
J76 See Official JoUTflOI of the EllTopean Comnvuiities, 

Brussels, No. L 285, Oa. 17, 1990 and No. Ul3, Jan. 18, 1991 
for more detail on lhe adjustment of lhese quocas. 

m Convenation with official from lhe Boston Consulting 
G~ London, July 25, 1991. 

i Mr. Janusz Zgorzynsk.i, Polish Ministry of Industry, 
interview with USITC staff, Warsaw, July 4, 1991. 



Figure 5 
Apparel exports to EC and U.S., 1989 

Bulgaria 

Czechoslovakia 

0 2 3 4 5 6 
Billions of dollars 

Source: UN trade data compiled for ISIC category 84 (apparel). 

Table 20 ,. 
Apparel: OECD Imports from Eastern Europe, 1985-89 

(Value in million doll~rs) 

1985. 1986 

U.S. imports from-
Poland ..........................•. .17,755 . 13,978 
Czechoslovakia ..................... 4,216 4,060 
Hungary ........................... "23,531 32,410 
Romania ........................... 65,630 . 79,281 
Bulgaria ........................... 3,944 3,134 

EC imports from-
Poland ............................ 149,928 222,534 
Czechoslovakia ..................... 73,038 95,411 
Hungary ........................... 158,696 224,085 
Romania ........................... 275,842 333,886 
Bulgaria ........................... 37,962 47,011 

Other OECD imports from-
Poland ............................ 20, 121 32,483 
Czechoslovakia ..................... 23,583 2?.233 
.Hungary ........................... 23,250 27,633 
Romania ..................... .' ..... 20,557 28;331 
Bulgaria ........................... 8,781 9,046 

Total OECD imports from-
Poland ............................. 187,804 268,995 
Czechoslovakia ..................... 100,837 126,704 

· Hungary ...................... : .... 205,477 284,128 
Romania ...................... .- .... 362,029 441,498 
Bulgaria ........................... 50,687 59,191 

7 8 9 10 

1987 1988 1989 

22,446 40,498. 38,607 
5,311 6,457 3,957 

41,129 42,679 46,568 
94,742 71,998 27,727 

3,302 ' 1,055 507 

294,659 340,313 356,831 
120,532 115,909 . 116,162 
285,004 298,597 317,066 
401,681 410,347 421,783 
50,364 38,711 40,465 

44,173 33,623 38,317 
37,203 . 34,688 36,633 
36,275 33,359 46;816 
34,750 29,059 31,330 

· 11,082 10,918 ·12,470 

31;i1,278. 414,434. 433,755 
163,046 157,054 156,752 
362,408 374,635 410,450 
531,173 511,404 480,840 

64,748' 50,684 53,442 

Source: U.S. Department of Commerce for U.S. imports, Nimexe data base for EC imports, and UN trade data base 
for imports from other OECD countries. 
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Table 21 
Apparel: OECD exports to Eastern Europe, 1985-89 

(Value in million dollars) 

1985 1986 1987 1988 1989 

U.S. exports to-
Poland ......................... , .. · 34 62 1,009 2,163 354 
Czechoslovakia ..................... 0 1 1 2 198 
Hungary ............................ 0 14 0 386 478 
Romania ..................... · ...... 138 170 1,620 13 100 
Bulgaria ........................... 0 0 0 0 2 

EC exports to- . 
Poland ................ •.• .......... 21,249 22,890 26,072 38,549 67,259 
Czechoslovakia ..................... 8,076 9,711 13, 182 12,977 9,067 
Hungary ..................... · ...... · 29,631 39,451 46,222 46,099 59,611 
Romania ........................... 18, 156 24,530 36,292 38,936 42,725 
Bulgaria . . . . ...... ~ ; ........ · ....... · . 3,714 3,456 2,309 7,305 8,197 

Other OECD exports to- . 
4,302 Poland ........................... ·• 5,821 5,140 10,011 29,987 

Czechoslovakia ....................... 6, 111 · 5,972 6,547 . 6,429 5,659 
Hungary ........................... 6,164 9,152 9,518 9,735 18,910 
Romania ........................... 70 111 383 198 199 

To~~18~~o ·9~Pc>ris 10.:...· · · · · · · · · · · · · · · · · 1,696 557 823 2,226 2,445 

Poland ............................ 25,585 2s,n3 32,221 50,723 97,600 
Czechoslovakia ..................... 14,187 15,684 19,730 19,408 14,924 
Hungary ........................... 35,795 48,617 55,740 56,220 78,999 
Romania ........................... 18,364 24,811 38,295 39,147 43,024 
Bulgaria ........................... 5,410 4,013 3,132 9,531 10,644 

Source: U.S. Department of Commerce for U.S. exports, Nimexe data base for EC exports, and UN trade data base 
for exports from other OECD countries. · 

goods. Likewise, Western companies can lake 
advantage of low wages in CEE to cut costs in a · 
labor-intensive stage of the manufacturinl 
process-i.e. cutting and sewing of garments.37 
Germany has been the most active panicipant in 
outward processing programs. In the mid- l 980s 
outwardly processed apparel accounted for 10 percent 
of West Germany's toial apparel imports. CEE was the 
principal location for German outward 
processing-contributing about 80 percent of total 
outward processing trade volume. 380 

Coal 

Prepared by Cynthia B. Fore so 

Export potential 
Coal from Poland and crude petroleum and natural 

gas from Romania constitute the only significant CEE 
energy sources. Coal has been the most dominant 
energy sector in the region and accounted for about 
50..()() percent of primary energy consumption in 1989 
and 1990. Poland is the primary CEE coal producer 
and exporter, accounting for about· 35 percent of the 
regional coal production and 48 percent of the exports. 

179 David Monis and Alan Sowter, MOutward Processinf. of 
Apparel: West Gennany to Eastern Europe and Yugoslavia, ' 
Tutile Ollllook /l'IUrNllioNJl, Economist Intelligence Unit, July 
19871'" 7. 

Ibid., p. 10. 
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Poland's coal should continue to be competitive in 
neighboring CMEA markets because it is easily 
accessible by railroad and is considered a high-value 
coal because it is low in sulfur-content and has a 
high-temperature burning rate. The following 
tabulation shows future estimates of Poland's exports 
of coal to CMEA nations, including the Soviet Union 
(in millions of metric tons):38J 

1991 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.0 
1992 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.0 
1993 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.0 
1994 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.5 
1995 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.0 
1996 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.6 
1997 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.0 
1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.8 
1999 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.1 
2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.5 

However, exports to non-CMEA countries are 
generally expected to decline. As government price 
controls on inputs are removed, some mines will have 
to be closed, even though revenues earned by the 
coal-mining sector will increase as the price of coal in 
Poland moves to world market price levels. The 
SQpply of coal for expon is likely to fall. An additional 
factor to consider is the high costs of transporting the 
coal in Poland to the ports from which it is exponed. 

381 Ocean Shipping Consultants, East Ewope to 2000, p. 90. 



Industry characteristics 
Poland is the-fifth largest producer of coal. in the 

world after China, the Soviet Union, the United States, 
and Gennany. World production of hard (bituminous 
and anthracite) coal is shown in the following 
tabulation (in millions of metric tons):382 

·.Producer 1988 1989 

.···oECO ................ . 
·.:~ . Australia ............. . 
. United States ......... . 

Non-OECO ............ . 
Africa ................. . 

South Africa .......... . 
Asia .................. . 

China ........... ·; ... . 
USSR .................. · 
Eastern Europe ......... . 

Poland .............. . 
Latin America ........... . 
Total world ............. . 

1,187.7 
134.6 
783.5· 

2,183.7 
184.9 
178.2 

1,210.5 
940.5 

. 526.4 
230.4 
193.0 
31.5 

3,371.4 

1,216.3 
147.8 
804.8 

2,209.5 
188.6 

' 180.0 
1,252.0 

980.0 
518.0 
213.9 
177.0 
37.0 

'3,425.8 

Poland supplied approximately 7 percent of total 
world exports of hard coal in 1989, as shown in the 
following tabulation (in millions of metric tons):383 

Exporter 1988 1989 

OECO . . . . . . . . . . . . . . . . . . . 229.5 233.4 
Canada .......... · ...... · 31.7 32.7 
United States . . . . . . . . . . . . 86.1 91.4 
Australia . . . . . . . . . . . . . . . . 99.7 ·98.4 

Poland .................. . 
USSR .................... . 
China ...... : ............ . 
Colombia ............... · .. . 
South Africa .............. . 
Total world . . . . . . . . . . . . . . . . · 

32.3 
. 39.4 

14.8 
10.7 
44.2 

375.7 

28.3 
39.8 
14.7 
13.0 
46.1 

381.7 

Poland accounts for approximately 85 percent of ·· 
the total reserves and 83 percent of the total production 
of bituminous coal in CEE. Poland has extensive 
bituminous coal deposits in the southwestern districts 
of Upper and Lower Silesia and in the Lublin Basin in 
the F.ast. Coal is shipped by rail over approximately 
500 miles to pon installations for expon to non-CMEA 
nations. Coal is shipPed by rail directly to neighboring 
CMEA nations. 

Total coal reserves in Poland are estimated at 132 
billion tons.384 Poland's produetion of coal ·remained 
at approximately 192 million tons during 1984-88 but 
declined to 178 million metric tons in 1989; the decline 
is attributed to the political changes and modifications 
of the workers' shift system (alleviating the Saturday 
work-day) in Polish mines. In 1990, Poland's 
production of coal declined to 147.6 million. metric 

. tons~ or by 16.9 percent. The percent decline in 1990 
was twice that in 1989, when' coal production fell by 8 
percent. This decline reflects the process · of 
restructuring taking place in the industry. 

382 Intcmalional Energy Agency, Coal Information 1990, 
1990jsf' 63. 

Ibid., p. 44. . 
384 Official statistics of the U.S. Department of Energy. 

Coal is produced in 70 underground mines of 
which 65 account for 98 percent of total production. 
State-of-the-an technology developed in the West is 

· used in mining coal. Also, the skill level of the miners 
·is considered high. In 1989, employment in Poland's 
coal mines was 415,000 workers, of which 280,000 
were employed in underground mines. In 1990, 
employment decreased to 390,000 workers, of which 
265,000 were employed in underground mines.385 
Data on wage rates are not available. 

The cost of coal production has been heavily 
financed by the government in order to keep less 
productive mines open. As part of the industry's 
restructuring, price supports by the Treasury were 
reduced in 1990 and totalled 9.5 trillion zlo~ 
equivalent to about $6. 7 per ton of coal produced. 
This represents a drop of 47 percent in the real value of 
these supports compared with 1989. · The aim of the 
government is to hold the financing at the 1990 level in 
nominal tenns or even reduce it slightly so that its real 
value will decrease. The restructuring plan calls for the 
eventual elimination of all such financial assistance. 

Coal. is veiy imponant to Poland's economy 
· internally as a major· source of. energy. Domestic 
consumption of coal increased from 157 million metric 
tons in 1985 to a high of 165 million metric tons in 
1987. As a result of decreased production, domestic 
coal consumption began to decrease in 1988, falling to 
120.3 million metric tons in 1990.387 As a result of 
low world crude petroleum prices, Poland's 
consumption of crude petroleum increased by 10-15 

·percent during the period 1985-89. However, in 1990, 
consumption of crude petroleum decreased by 13 
percent as the Soviet Union failed to fulfill crude 
petroleum export contracts with Poland. Poland 
responded by importing a larger share of its petroleum 
needs from the Middle East, primarily Kuwait and 
Iraq.388 . 

. Government policy and nature of 
management structure 

The government structure for administering energy 
policy in Poland is still evolving. Following the 
reorganization of the government at the end of 1987, 
responsibility for energy policy has rested with the 
Ministry of Industry, subject to general control by the 
Parliament. On September 30, 1990, the 
responsibilities of the Union of Hard Coal and the 
Union of Power and Brown Coal (WEWB) were 
passed to the Ministry of Industry; the Ministry then 

385 International Energy Agency, Energy Policie.1, Poland, 
1990 Surwy, 1991, p. 31. 

386 Energy Policies, PolaNJ, 1990 Survey, International 
· Enera.v Agency, Paris, 1991, p. 31. 

..., Ibid. 
381 It is estimated that the embargo on trade with Iraq 

resulting from the Penian Gulf war oost Poland $285 million 
because of the failure to receive contracted pctrolewn in 
repayment for Iraq's debt to Poland. An additional $1.8 billion 
loss is projected in 1991 as a result of lost export and service 
cantracts and delayed loan repayments in Iraq, coupled with lost 
assets and contraas in Kuw11L 
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established a new .Hard ·Coal Agency based at 
Katowice in the UPJ?<:r Silesian coalfield to discharge 
many of its responsibilities.389 . 

Traditionally, the government has controlled energy 
prices in Poland resulting in little or no domestic 
incentive to conserve energy. Energy prices paid by 
industry as well as coal expon prices remained "fixed" 
over the past several decades despite rapid rises in 
production and labor costs. For example, coal export 
prices were traditionally set at 5 percent below the 
world price for U.S. coal exports (c.i.f. Rotterdam and 
Antwerp) in order to capture and retain market 
share.390 Price reforms are being introduced which will 
allow coal prices to rise. Since mines are in the South, 
away from port facilities, coal must be shipped by rail 
to Ute ports, adding to the cosL 391 As a result, future 
coal exports could be priced out of the export market. 

The Government of Poland has also announced 
plans to improve its laws governing the environment, 
thus requiring the implementation of new processes 
which will result in less pollutants being emitted into 
the atmosphere. As a result of these new 
environmental laws, the Government of Poland is 
negotiating with Western companies to introduce new 
technologies into Poland's coal industry. Technology 
areas being negotiated include the introduction of 
fluidized-bed coal slurry boilers for installation in 
thermal power plants (common in the West) which will 
produce more energy with less fuel and far less damage 
to the environment. Also, Poland is reportedly 
interested in technology developed in the United States 
to tap methane (the principle constituent of natural gas) 
reserves from coal mines which could be used to 
decrease dependence on imports of natural gas from the 
Soviet Union. 

Adjustment issues 
Poland has recently undertaken a restructuring of 

its coal industry. Labor problems once plagued the 
industry; however, recent modifications in the worker 
shift system and other political changes have alleviated 

389 International Energy Agency, Energy Policies, Poland." 
1990 SMTYey, 1991, p. 39. 

390 Slaff interview with Mr. Roben Ovan, International 
Enel'RY Agency, OECD, Paris, J1D1e 17, 1991. 

m Ibid. 

Table 22 
Poland: Coal exports 

much of ~e unrest. Also in the past, artificially low 
energy pnces an_d a lack of funds have restricted 
Poland's ability to modernize the energy sector; 
forexample, until receritly, P9land's domestic coal 
price8 had been main~ed at about one-half of the 
export prices.392 

The Government of Poland had historically 
attempted to maintain quantity targets for coal 
production, with no regard for mining costs. Poland is 
now committed to reforming its pricing structure, 
bringing domestic prices to world levels, and has shut 
down unproductive mines. In 1990, mines were placed 
on an independent basis; they are now to be evaluated 
on their profitability. 393 High-cost shafts and mines 
have been closed and investment scaled back. 

Foreign trade 

Coal is also imponant to Poland's economy 
externally as it is the leading individual item of trade. 
Poland's coal exports are the nation's most imponant 
source of hard currency. Poland's exports ofcoal have 
been competitively priced on the world market 
vis-a-vis other world coal exporters; the government 

·has historically priced exports at 5 percent below U.S. 
coal expon prices. As a result of the decline in 
production resulting from the restructuring taking place 
in the industry, exports declined from 43.2 million 
metric tons in 1984 to 28.9 million metric tons in 1989. 
Exports fell slightly to 27 .9 million metric tons in 
199().394 

Poland's exports have been equally divided 
between markets in the Central and Eastern Europe 
region and markets in Western Europe. The OECD 
markets have ~<;colinted for approximately 50 percent 
of Poland's. total. coal exports. Denmark, Austria, and 
Finland are among J>oland's principal markets in 
Western Europe. Expons to these markets are shipped 
by sea. ' . 

. 392 ~I Eluopea11 ~rgy. U.S. Busi.nus Opport1111ilies i11 and 
Alsistanu to Pol4Nfs Energy ~ctor, U.S. Government 
Accounting Office, a report to the Cltainnan, Committee on 
Ene'M and Natural Resources, U.S. Senate, May 1991, p. 4. 

wPoland's Economic Perfonnance in 1990," PlanEcon 
Rt~ vol. 7, No. 13-14, Apr. 18, 1991, p: 21. 

Ibid .. p. 20. 

(Million metric tons) 

1986 1987 .1988 1989 1990 

CMEA: 
Soviet Union ....................... 11. 7 9.6 11.7 10.0 10.3 
Other ............................ 4.9 4.0 4.3 3.9 3.9 

Non-CM EA: 
OECD ............................ 14.5 14.6 13.5 12.2 10.9 
Other ............................ 3.1 2.6 2.8 2.8 2.8 

Total ........................... 34.2 30.8 32.3 28.9 27.9 

Source: Ocean Shipping Consultants, East Europe to 2000, p. 87. 
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The CMEA nations, including the Soviet Union 
have accounted for the remaining 50 percent of 
Poland's exports of coal. The Soviet Union is Poland's 
largest single coal export market, accounting for an 
average of 32 percent of total coal e~ports during 
1986-90. In December 1990, an agreement was 
reached providing for the export of Poland's coal lo the 
Soviet Union. Under the terms of the agreement, coal 
will be sold lo the Soviet Union for hard currency. 
Although the Soviet Union has been unable lo pay hard 
currency for any coal, credit and baner arrangements 
are being considered for future coal exports from 
Poland393' In order lo accommodate Poland's coal 
exports, the Soviet Union recently completed a railroad 
link dedicated to the IJ'allSport of coal between Minsk 
and Poland's Lublin coal basiJi.396 ' 

Poland supplies much of the Central and Eastern 
European demand for coal, via railroads. Coal exports 
to Central and Eastern Europe in 1989 are shown in the 
following tabulation (in millions of metric 1ons):397 

39' International Energy Agency, EMrgy Policies, Poland, 
1990 Survey, 1991, p. 31. . 

396 Staff interview with Mr. Robert Ovart, International 
Ene~ Agency, OECD, Paris, June 17, 1991. 

Ibid, p. 90. 

Bulgaria . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.02 
Czechoslovakia . . . . . . . . . . . . . . . . . . . . . . . . . 1.40 
East Germany . . . . . . . . . . . • . . . . . . . . . . . . . . 0.60 
Hungary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.57 
Romania . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.36 

These nations also import some coal from the Soviet 
Union, Western Europe, and Australia. As Poland 
moves to liberalize its foreign trade system along with 
the objectives of its market-oriented economic reform 
program, coal exports lo all markets (including CMEA 
nations) will be negotiated based on hard currencies 
and world level prices. As a result, exports lo 
neighboring CMEA nations could decrease in the 
short-term. 

Coal is expected to remain a cornerstone of 
Poland's economy in the 1990s. However, its 
importaJlCe could decrease somewhat as a result of the 
nation's economic reforms coupled with the 
G.ovemment's recent announcement of plans lo develop 
a more balan~ energy base, including more imported 
crude petroleum from nations other than the Soviet 
Union. 

Table 23 . · . . . . , . 
Coal: OECD Imports from Eastern Europe, 1985-89 

(Va/u9 in million dollars) 

1985 1986 1987 1988 1989 

0 0 0 13 
U.S. imports from--

Poland . . . . . . . . . . . . . . . . . . . . . . . . . . . . 'O 
Czechoslovakia ... ~ . . . . . . . . . . . . . . . . . O 0 0 0 0 

0 
0 

0 0 0 
0 0 0 

Hungary ...................... · .. : .. :.. · 0 
Romania ........ · .......... :........ O · 
Bulgaria ......................... ,. . ; 0 ,.o 0 0 0 

EC imports from-
475 

88 
427 399 410 

81 67 72 
Poland ..................... · · : ... · · · · 54

7
9
1 

.. 
Czechoslovakia ......... : .......... . 

(1). ' 

9 
(1) 1 2 
0 0 0 
1. 0 0 

Hungary . . . . . . . . . . . . . . . . . . . . . . . . . . .. (1
) 

Romania ........................ ~ . : 8 
Bulgaria ................... · ....... .' ·· 0 

309. '282 219 278 
Other OECD imports from--

Poland . . . . . . . . . . . . . . . . . . . . . . . . . . . . 314 
Czechoslovakia ........... ~ ...... : . . · 69 ' 83 65 62 73 

p 1) 
(1) 

2 17 17 
(1) (1) (1) 
0 0 0 

Hungary . . . . . . . . . . . . . . . . . . . . . . . . . . . (1) 
Romania ............. ; .. ; . . . . . . . . . . O 
Bulgaria ................ : . . . . . . . . . . 2 

Total OECD imports from-
Poland ................. , . . . . . ... . . . 863 784 709 618 688 
Czechoslovakia . . . . . . . . . . . . . . . . . . . . . 140 171 146 129 145 

(1) 
' (1) 

7 

2 18 19 
(1) (1) (1) 
1 0 0 

Hungary .................... ·....... (1) 
Romania............................ 8 
Bulgaria ....................... ·. . . . . 2 

1 Less than $500,000. 

Source: U.S. Department of Commerce for U.S. imports, Nimexe data base for EC imports, and UN trade data base 
for imports from other OECD countries. · . . . . , . · . 
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Table 24 . 
. ' Coal: OECD exports to Eastern Europe, 1985-89 

· (Value in million dollars) 

19°85 . 1986 . . 19,87 1988 1989 

U.S. exports to--
Poland . . . . . . . . . . . . . . . . . . . . . . . . . . . . · 0 0 0 0 0 

0 
0 .. 

47 

0 0 0 
. (1) (1) 0 
47 66 71 

Czechoslovakia ............ · ... · ... ·. . . 0 . 
Hungary ......... · ..... · ....... · .. · . . . . 0 
Romania .............. · ........... ·.. 54 
Bulgaria ... : ...... ~ . . . . . . . . . . . .. . . . . 15 11 0 0 5 

6 
(1) 

0 (1) (1) 
0 (1) 0 

EC exports to--
Poland . . . . . . . . . . . . . . . . . . . . . ... . . . ... 3. 
Czechoslovakia ................ : . . . . (1) 

21 
28 

3 7 2 
1 3 (1) . 

Hungary ............................ · 41 
Romania ........................... · 62 
Bulgaria . . . . . . . . . . . . . . . . . . • . . . . . . . . 10 5 0 0 0 

(1) .o 0 0 
Other OECD exports to--

Poland ................... , . . . . ...... O 
Czechoslovakia . . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 

2 
118 

0 0 0 
122 103 114 

Hungary ............. : . . . . . . . . . . . . . 5 
Romania ..... : .... : . . . . . . . . . . . . . . . . 92 
Bulgaria . : ........... : . . . . .. : . . . . . . 13. 10 3 1 0 

6 
(1) 

0 t:~ (1) 
0 0 

Total OECD exports to--
Poland . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 
Czechoslovakia ..................... · (1) 

23 
146 

3 7 2 
123 106 114 

Hungary . . . . . . . . . . . . . . . . . . . . . . . . . . . 46 
Romania........................... 154 
Bulgaria . . . . . . . . . . . . . . . . . . . . . . . . . . . 23 15 3 1 0 

1 Less than $500,000. 
Source: U.S. Department of Commerce for U.S. exports, Nimexe data base for EC exports, and UN trade data base 
for exports from other OECD countries. . ·· · · , · · · 

Copper will diven capital from a potential expansion of the 
mines. 

Prepared by Linda. White 

Export potential 
Poland is the only CEE country with sufficient 

reserves of copper ore to become a major exponer. 
Despite certain strengths in the industry, Poland has 
little potential for increasing exports without 
significant capital invesunent in· its copper industry. 

Industry strengths include: (1) substantial reserves, 
the largest in Europe, and the relatively high grade of 
its copper ore deposits; (2) convenient location of the 
deposits to an already established rail and waterway 
shipping network which extends from the ore deposits 
throughout Europe; (3) high degree of technological 
skills, particularly compared ~ith those of leading 
producers in developing countries; and (4) proven 
ability to effectively compete with other major 
producers in market-based economies. 

. Factors that presently hinder Poland's ability to 
further exploit its copper ~ources include: (1) 
decreasing ore concentration and increased depths of 
the mines will require major new capital invesunents 
and will increase mining costs; (2) the current low 
world prices for copper reduces the expected return on 
new capital invesunents, making the infusion of new 
capital less auractive; and (3) the need to upgrade 
environmental safeguards in existing mining facilities 
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If Poland is to remain a competitive exporter of 
copper, it will have to invest in new and sophisticated 
technologies for deep mining operations. Without such 
investments, the productivity of its mines will fall. 
However, the investment decision depends upon the 
income stream generated by the project, and thus the 
timing and amount of capital invested will be 
influenced by copper price levels and volatility. Low 
world copper prices coupled with . uncertain 
en.vironmental costs, at this point, appear to provide 
little incentive for potential investors to commit the 
funds necessary to increase exports. 

Industry characteristics 

Poland is the only major producer of copper in 
Central and Eastern Europe. It accounted for about 71 
percent of the output in that region during the 
1985-1989 period (table 25). The other CEE countries 
do riOt have much copper or coal for smelting purposes, 
both of which would have to be imported from the 
Soviet Union. The decision by the Soviet Union to 
virtually eliminate price controls on energy and to 
conven to ttade in hard currencies to improve its 
economy has worsened this situation.398 Faced with 

391."Soviet F.nergy to Spare," Mining Jownal (London), vol. 
31S, No. 8086, Aug. 31, 1990, p. lSS. 



Table 25 
CEE refined copper production 

(In thousand of metric tons) 

Country 1985 1986 

Poland ................. : .. 387.0 388.0 
Czechoslovakia ............. 26.4 26.5 
Hungary .................... 23.0 . 22.1 
Romania .................. 50.0 44.0 
Bulgaria ................ · ... 73.0. 74.0 

. i 

''Total .................. 559.4 554.6 

~- 1 .Not avilable. 

Source: World Metal Statistics Yearbook 1991. 

these problems. other CEE countries" are unlikely to 
become significant producers of copper. 

Poland's copper ore deposits. discO\'.ered in the 
southwestern part of the country in 1957, are reported 
to be the i:mest in Europe399 and among the largest in. 

. the world. Reported ore deposits range in size from 
an estimated 1.6 billion401 to 3.1 billion metric tons.402 . 
Reported copper reserves. or the amount of ·copper 
which can be economically recovered from these ore 
deposits, rap_ge in size from an estimated 28 million 
metric tons"UJ to 50 million.404 Based on estimates of. 
28 million metric tons of recoverable copper. reserves 
are estimated to be sufficient for another 40 years at 
present mining rates. 405 Poland is the sixth largest 
producer of mined copper ores and concentrates in the 
world. following Chile, the United States. Canada, 
Zambia. and Zaire. and accounts for about 4 percent of 
world production (385.000 metric tons .in 1989). 
Poland is the tenth largest producer of refined copper, 
accounting for about 4 percent of world. production. 
(390.300 metric tons in 19~9). In Europe. Poland is the 
largest producer of mined copper and third largest 
producer of refined material, ranking after West 
Gennany (prior to unification) and Belgium. (Belgium 
has no copper mines but relies on imports of copper 
ores and concentrate for refining purposes.)406 

· Poland exported approximately 25 percent of its 
refined copper to market economy countries during 
1985-1989, mostly to West Gennany.4f17 Such exports 
provide a significant amount of.hard currency. 

Copper production is Poland's second most 
important mining sector, after coal. From 1985 to 
1988. Poland's refined copper production (table 25) 

399 The World Bank, MPoland: Reform, Adjustmenl, and 
Growth," vol. ll, December 1987, p. 118. 
· 400 MNon-Ferrous Metals - Poland's Problems," Miniltg 

. '""'""'(London), vol. 315, No. 8()1}3, Oct. 19, 1990, p. 305. 
' 401 Ibid. 

· ·' 402 MPoland", Miniltg Annual Revi.w • 1990, p. 170. 
4Cl3 MPoland", Miniltg Annual Revi.w · 1990, (piblished by 

Min~ Jounial, London, J1D1e 1990), P· 170. · 
MPoland", Mining Annual Review - 1990, p. 170. · 

405 ~on-Ferrous Mdals - Poland's Problems," Miniltg 
1"""'41, p. 305. . . 

40ll World Mllal SIOli.rtia • 111111 1991, published by World 
Bureau d MelAI Statistics, vol. 22, No. 6, June 12, 1991, pp. 33 
and 46. 

4'11 Calculated by staff using dala from World Metal Stalisiia 
Yearbook, 1991. 

~987 1988· 1989 1990 

390.2 401.0 390.3 341.6 
. 27.7 30.0 26.9 ~:~ 23.3 15.3 13.1 
42.0 40.0 48.0 (1) 
76.0 78.0 55.8 (1) 

559.2 564.3 534.1 (1) 

increased by about 4 percent to 401,000 metric tons 
and accounted for 4 percent of global production. 
However. refined production decreased by 12 percent 
from 1985 to 341.600 metric tons· in 1990. This 
decline is principally attributed to problems such as 
labor disturbances and a reduction in the work week for 
miners.408 

The Polisti copper industry is highly concentrated 
and vertically integrated with mines, smelters; 
refineries. and · semi-fabricating plant operations 
coordinated by the state-owned company, Kombinat 
Gomicw-Hublizy Miedzi (KGHM). This company is 
directed ~the Ministry of Metallurgical and Machine 
Industry. KGHM's main· business is the operation 
of 4 connected underground copper mines. 3 smelters. 
3 refineries. and several semifinishing pl8nts in the 
southwestern part of the country. In addition to copper 
mining and refining activities. KGHM also operates 
manufacturing plants of machinery and equipment used 
in copper mining and refining, a machine repair 
workshOP an underground mine development 
division.~lo and a .research & development group.411 
In addition to domestic work with difficult, mining . 
conditions of copper deposit formations in Poland •. 
KGHM's underground mine develoi>ment division and · 
its .research and devefopment group have developed 
technical expertise in mine planning. design. and 
construction, which they market to .customers 
worldwide, including. Algeria. Argentina. Bolivia. 
Colombia. Mexico. Germany. and the U.S.S.R.41~ 
Such expertise in machinery fabrication and mining 
strategy might be further developed into viable 
industries for technology expon potential .in the future. 

Poland's copper induslry compares favof$ly with 
leading copper producing countries in tenns of the 
quality of its deposits and the anticipated costs per ton 
produced. Deposits in Poland .possess relatively high 
grade ores, with copper content estimated at l :9 percent 

40ll MElsewherc in Copper," Metals Wed:, May 20, 1991, p. 6. 
409 The World Bank, ""Poland: Refonn Adjusbnent, and 

Growth," p. 119. 
410 Janusz Dobnanski, MPolish Copper: Great Reforms, 

Great Expectations," Mining MagaziM, April 1991, p. 205. 
411 The World Bank, MPoland: Refonn Adjustment, and 

.Growth," p. 119. . 
411 MPolish Copper • Increased Reliance on Domestic 

F.quipmenl and Technology," Mining Magazine (March 1981), 
p.244. 
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in 1987413 (currently reponed at 1.5 percent.)414 
comparin$ favorably with such major copper producers 
as the Umted States (0.5 percent), Chile (1.0 percent), 
and Zambia (2.0 percent); however, the estimated ore 
grade for z.aire was higher (4.1 percent) during the 
same year.41S The industry is also ideally located near 
rail transportation and a major seaport facility 
(Szczecin, Poland on the Baltic Sea) to efficiently ship 
product to western European markets. In addition, the 
amount of silver by-product in Poland's copper ore, 
averaging 800-900 tons annually,416 significantly 
reduces the total cost of copper production. In 1985, 
Poland's silver by-product credit amounted to about (in 
U.S. currency) 15 cents per pound of copper,417 and 
compares favorably with by-product credits per pound 
of copper estimated for the United States (09 cents), 
Chile (05 cents), Zambia (09 cents), .and Zaire (41 
cents) in the same year.418 

While gross production cost comparisons between 
centrally planned and free-market economies should be 
regarded with caution because of differences ~ 
statistical measurement of cost, World Bank estimates for 1985 indicate costs <in U.S. currency) were 40 cents 
per pound for Poland,4'19 compared with 98 cents per 
pound for z.aire, 79 cents for the United States, 6~ 
cents for Zambia, and 65 cents for Chile.42° (Gross 
production cost estimates do not take into account 
by-product credit.) These costs compare with an LME 
annual average copper price for 1985 of 64.3 cents per 
pound.421 While most leading producers (especially 
the United States) have achieved lower unit production 
costs since 1985,422 higher unit production costs could 
occur in Poland's copper industry due to labor strikes 
associated with market transition and privatization 
efforts. 

· The principal disadvantages for the Polish industry 
are insufficient smelting capacity relative to mine 
production, low productivity, and the physical 
conditions of the ore deposit Polish copper ore mine 
production exceeds domestic smelting capacity, forcing 
sales of excess mined copper concentrate to countries 

413 The World. Blllk, •Poland: Refonn Adjustment, and 
Growth," p. 122. 

414 June Carolyn Edick, •Debating Battles Rage in Poland 
Over <;oppcr," Anwrica11 Metal Marut, Sept. 8. 1989. p. 8. 

4 1.5 U.S. Department of the Interior, Bureau of Mines, An 
Apprai.ral of Milurall Availabilily for 34 Commoditi.u, Bulletin 
692, 1987, p. 82. 

416 J1D1e Carol)'n Edick, •Debating Battles Rage in Poland 
Over ColJpcr," Anwrica11 Metal Marut, Sept. 8, 1989, p. 8. 

417·11ie World Blllk, "Poland: Refonn Adjustment, and 
Growth," p. 122. · 

418 U.S. Dcpanmcnt of the Interior, Bureau of Mines, 
MiMrals Yearboolc, ch. on Copper, vol I, 1985, p. 351. 

419 The World Blllk, "Poland: Ri:fonn, Adjustment, and 
Growth," pp. 121·122. 

420 U.S. Dcpanrncnt of the Interior, Bureau of Mines, 
Milurals Yearboolc, ch. on Copper, vol I, 1985, p. 351. 

421 U.S. Dcpanmcnt of the Interior, Bureau of Mines, 
MiMral Co-odily S111MtOr~1. 1989, summaiy on Copper, by 
Janice Jolly and Daniel F.delstcin, p. 46. . 

422 For 1988, the latest year available, lhe Bureau of Mines 
estimated unit production cosu droppc:d to 61 cents for the United 
States, 39 cents .for Oillc, and 48 cents for Zaire; the unit cost 
for Zambia, however, rose to 89 cents. U.S. Dcpanment of the 
Interior, Bureau of Mines, MiMrals Ytarboolc, preprint ch. on 
Copper, 1988, p. 26. 
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with excess smelting capacity. However, foreign 
exchange earnings from sales of COpi?el concentrate are 
lower in comparison to sales of higher valued copper 
products. PrQductivity appears to be lower than in 
Western countries; for e~le, Poland's copper secuir 
employs 24,500 people,4 while the U.S. industry 
employs 17,300 people who produce four times m 
much copper.424. Moreover, all of Poland's copper ore 
comes from deep underground mines (over 3,000 feet 
and increasing), which are more expensive to mine 
than open pit mines. This is much higher than in other 
major producing countries. For example, only about 12 
percent of copper mine production is from underground 
mines in the United States.425 Mining conditions in 
Poland are . difficult because of depth, high 
temperatures, and . ground control problems that 
increase the likelihood of cavC-ins. The latter requires 
extensive monitoring by sophisticated electronic 
insb"WJlentation·available only from Western countries; 
fundin$ for such purchases was frozen by Polish 
authonties in. 1986. In addition, expensive drainage is 
required because of the amount of water in the ore 
body.426 . . . 

In an effo~ to attract necessary foreign capital to 
deal with these problems and facilitate competition in a 
market-based economy, Polish authorities retained a 
U.S. management consulting firm, A.T. Kearney Inc., 
to evaluate KGHM and propose new organizational 
guidelines and strategy. . for · future industry 
development 421 Although. details of the study have 
not been reported, one recommendation provided by 
the consulting group was to place KHGM operations 
under a joint-stock· or holding company, details of 
which are discussed below. 

· Governnient policy and nature of 
management structure 

Through 1989, Poland's central government 
exercised direct management· control over the copper 
industry and KGHM by determining investment levels, 
export goals, and raw materials distribution.428 
KGHM reportedly established production goals to 
fulfill the government . plan. During 1986-1990, 
two-thirds of the investment programs were funded by 
KGHM's internally generated cash-flow. The 
remainder was financed by bank loans which carried a 
12 percent interest rate.429 . 

423 The World Banlt, •Poland: Reform, Adjustment, and 
Growth," p. 120. 

•2A U.S. Dcpanment of the Interior, Bureau of Mines, 
MiMrals Ytarboolc, preprint ch. on Copper, 1988, p. 5. 

'" U.S. Depanment of the Interior, Bureau of Mines, 
MiMrals Facu and Problems, ch. on Copper (198S), by Janice L 
W. Jollv, U.S. Bureau of Mines ~rint from Bulletin 67S, p. I. 

42DThe World Banlt Study, Poland: Rcfonn, AdjustmClll, 
and Growth," p. 121. 

477 F.dward Worden, •Polish Company Eyes Privatization," 
Anwrican Metal Marlett, Mar. 20, 1991, p. I. . 

•2ll Janusz Dobrzanski, "Polish Copper: Gl'Cll Refonns, 
Great Expectations," p: 207. 

429 The World Bank Study, "Poland: Rcfonn, Adjullmcnl, 
and Growth," p. 123. 



In preparation for the transition to a market-based 
economy and the ultimate privatization of. the oopper 
industry, the central government has given KGHM 
management the authority to develop its own busi~ 

·plan, i.e., to determine production levels and direct 
future investment decisions. This development allows 
management to determine a more realistic financial 
requirement for each different business of KHGM, and 

· thus makes it possible to attract an investor for each 
business rather than trying to find one investor to 
assume all of the financial obligations of. KGHM. 
KGHM's establishment and control of the Banlc 
Miedziowy S.A. (the Copper Banlc, PLC), which 
reportedly opened in July 1991, will likely facilitate the 
·necessary financial operations of the new KGHM and 
its partners.430 

Plans are also reportedly in plaee · to reorganl7.e 
KGHM into a joint-stock company;· either as a holding 
company or corporation. This type of organization 
should establish an environment for developjng 
separate business components and .. afford improved 
economic 'integration between capital,. labor, and 
management within each eompon~nt. When allowed 
entrepreneurial latitude, these business components 
may develop economic viability not presently foreseen. 
The establishment of smaller entrepreneurial 
businesses should improve response to market 
conditions, increase commercial sensitivity to 
developing technologies, and provide faster, more 
meaningful job creation. This development should 
facilitate diversity of production and investment in 
higher valued manufactured products and provide a 
vehicle for dealing with current levels of employment 
within the organization (KGHM).431 

Adjustment issues 

Poland's copper industry may be adversely affected 
by more difficult mining conditions, lack of electronic 
monitoring instruments, insufficient smelter capacity to 
process excess copper concentrate production, and 
reduced copper ore mtde from nearly 2 to 1.5 percent 
in the last 5 years}l32 The latter is of concern to 
interested investors particularly because despite 
relatively high grade compared to other world sources, 
the grade of Poland's copper ore has decreased 
marginally as mine depths have increased. Thus, the 
economic advantage of a relatively high ore grade is 
limited by increases in the cost of mining at deeper 
levels. Without significant investment in new and 
sophisticated deep mining technologies, the 
convergence of marginally decreasing ore 
concentration and escalating mining costs may make 
recovery of Polish copper economically unfeasible 
under the current relatively low world prices. 
Although all of Poland's exports of excess concentrate 

430 Janusz Dobrzanslti, "Polish Copper: Great Reforms, · 
Great Expectations," p. 207. 

431 Edward Worden, "Poland Copper Man Stuck in 
Stalemate," American Metal Marut, luly 15, 1991, p. 6. 

432 June Carolyn Edick, "Debating Battles Rage in Poland 
Over Copper," American Metol Mark.et, p. 8. 

have gone to hard currency countries, foreign exchange 
earnings from such a Jow valued item are limited. 

Whether or oot privatization of the Polish copper 
industry takes place, the copper industry will not be 
able to .. attract or qualify for additional capital 
investment: unless world copper prices increase 
substantially. Currently, international copper prices 
face downward pressure reflected by the drop to below 
$1.00 per pound on the New York Commodity 

. Exc~ge for the first time since January .1990.433 

. Another problem .in attracting foreign investment is 
the industry's need to address environmental problems 
caused by current smelti11g practices,. While 
govemmen~ regulation lags behind world practices for 
mining op,erations, recent action by a growing 
environmental lobby in Poland has resulted in new 
operati~g constraints on smelting practices. It is 
anticipated thai restraints on mine. tailings, rain water 
runoff, and disposal of indu.strial mining chemicals will 
be developed. Further, heavy metal contamination of 
w.orkers · and related . health effects for affected 
populations· will become inajor considerations in any 
privatization of the copper industry. 

·While environmental issues are not disadvantages 
that directly affect Poland's production capability, they 
impede the industry's future survival and development 
Environmental concerns affect the industry worldwide, 
but are particularly acute for Eastern Europe. The 
cumulative degree of environmental degradation and 

. the limited·, time to address th~ issue present a 
significant problem for Poland. Germany, Poland's 
major hard currency trading partner, strongly supports 
more stringent environmental controls in Europe and 
could demand changes at a time when Poland also must 
upgrade basic production operations.434 It may be 
difficult for potential investors and business partners to 
ju5tify the cost of retrofitting Poland's smelters 19 meet 
higher environmental standards when copper prices are 
dropping and new smelters are proposed for Thailand, 
Indonesia, Canada, and the United States.435 

Foreign trade 

Foreign trade in copper is important to Poland, 
providing a substantial employment base and 
generating hard currency earnings. In 1989, Poland 
exported an estimated 39 percent (91,000 metric tons) 
of its refined copper production to marlcet based 
economies, while its imports of refined copper from 
market economies are estimated to account for only 0.1 
percent (200 metric tons) of apparent consumption in 
Poland. Major OECD export markets and estimated 
trade figures for Polish refined copper in 1989 are 
shown in Table 26. 

433 "Copper Fades Despite Squeeze and Strike News," 
Minin:& Jownal (London), May 11, 1991, p. 380. ·. 

4 Edward Worden, "Poland Copper Mart Stuck in 
· Stalemate," American Metal Mark.et, p. 6. . _ 

43~ Ibid., p. 10. . 
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Table 26 
Copper: Polish exports to OECD countries, 1989 

Country 

West Germany ................ . 
France ...................... . 
Italy ........................ . 
Sweden ..................... . 
Belgium ..................... . 
OtherOECD ................. . 

Va/us 
1,000US$ 

232,8n 
12,344 
10, 116 
5,373 
5,304 

26,286 

Metric tons 

70,422 
3,733 
3,059 
1,625 
1,604 
7,951 

Percent of exports 
by quantity 

79.7 
4.2 
3.5 
1.8 
1.8 
9.0 

Source: Calculated from UN and World Metal Statistics Yearbook 1991 trade data. 

These five markets have accounted for lhe bulk of 
Poland's refined copper exports from 1985-89, wilh 
West Gennany consistently receiving lhe largest 
portion. 

Although uade policy in Poland's centrally planned 
economy exploited copper to generate foreign currency 
from market-based economies, recent economic 
reforms have linked domestic and foreign prices which 
previously had no historical reference. The 
privati7.3tion efforts of lhe Government of Poland, if 
realized, will liberalize trade in copper products and 
expose lhe industry to the forces of world demand. 

Table27 
Copper: OECD Imports from Eastern Europe, 1985-89 

The recent U.S. grant of most-favored-nation status 
to Poland has reduced impediments to trade 
development between lhe countries. Until January 9, 
1990, lhe United States imposed a column 2 tariff rate 
of 6 percent ad valorem, while lhe column 1 MFN 
tariff rate averaged 1 percent ad valorem. Presently, 
under U.S. GSP benefits, Poland is eligible to ship 
refined copper free of duty. However, lhe availability 
of substantial U.S. capacity for-refined copper products 
is expected to preclude substantial trade between lhe 
United States and Poland in lhe future. 

(Va/us in million dollais) 

1985 1986 1987 1988 1989 

U.S. imports from-
Poland ............................ 0 0 0 1.7 0 
Czechoslovakia ..................... 0 0 0 0 0 
Hungary ........................... 0 0 0 0 0 
Romania ............................ 0 0 0 0 0 
Bulgaria ........................... 0 0 0 0 0 

EC imports from-
Poland ............................ 160.4 155.1 196.4 309.1 265.2 
Czechoslovakia ..................... 0.7 0.1 0.4 0.6 3.0 
Hungary ........................... 8.0 6.3 7.4 10.1 19.6 
Romania ........................... 0.1 0.2 (1~ (1~ 0.4 
Bulgaria ........................... 0.4 0.6 1. 5. 1.8 

Other OECD imports from-
Poland ............................ 35.7 12.1 11.5 16.4 27.1 
Czechoslovakia ..................... (1) 0.1 0 4.0 1.4 
Hungary .................... · ....... 1.3 1.1 0.1 2.2 2.6 
Romania ........................... 0 0 0 (1) 0 
Bulgaria .................... •'• ..... 0.4 5.6 0.2 0.2 0.6 

Total OECD imports from-
Poland ...................•........ 196.2 167.2 208.0 327.2 292.3 
Czechoslovakia 0.7 0.2 0.4 4.6 4.4 
Hungary ...... : : : : : : : : : : : : :· : : : : : : : : 9.3 7.4 7.5 12.3 22.2 
Romania ........................... 0.1 0.2 (1) (1) 0.4 
Bulgaria ........................... 0.8 6.2 2.1 6.1 2.4 

1 Less than $50,000. 

Source: U.S. Department of Commerce for U.S. imports, Nimexe data base for EC imports, and UN trade data base 
for imports from other OECD countries. 
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Table 28 
Copper: OECD exports to Eastern Europe, 1985-89 

· (Value in million dollars) 

U.S. exports to-
Poland ..........................•. 

. Czechoslovakia ..................... 
·o: Hungary ........................... 
. ,Romania .........................•. 

.·.,Bulgaria 

.... ' 
............................ 

EC exports to-
Poland ............................ 
Czechoslovakia ..................... 
Hungary ............................ 
Romania ...............•........... 
Bulgaria ........................... 

Other OECD exports to-
Poland ....................... · ..... 
Czechoslovakia ..................... 
Hungary ............... : ........... 
Romania ........................... 
Bulgaria ........................... 

Total OECD exports to--
Poland· ........................... . 
Czechoslovakia ................... .. 
Hungary ......•.................... 
·Romania .....•..................... 
Bulgaria .......................... . 

1 Less that $50,000. 

1985 

(1) 
0 
0 
0 
0 

(1) 
(1) 
8 
0 

(1) 

0.1 
0 

5.0 
0.1 
<'>. 

0.1 
(1) 

12.9 
0.1 
(1) 

-1986 

0 
0 
0 
0 
0 

(1) 
0.1 
5.4 
1.5 
(1) 

0.2 
0 

2.0 
3.8 

0 

0.2 
0.1 
7.4 
5.4 
(1) 

.. 1987 

0 
0 

.o 
0 
0 

0.1 
(1) 

6.4 
(1) 

0.1 

0.2 q 
5. 
2.7 

0 

0.3 
(1) 

11.5 
2.7 
0.1 

1988 

0 
0 
0 
0 
0 

0.1 
(1) 

4.8 
1.0 
0.1 

0.1 
0 

4.7 
6.4 

0 

0.3 
(1) 

9.5 
6~9 
0.1 

1989 

0 
0 
0 
0 

9.4 

0.4 
0.2 
5.9 
0.1 
0.1 

0.7 
0.1 
4.0 

0 
3;9 

1.1 
0.3 
9.9 
0.1 

13.3 

Source: U.S. Department of Commerce for U.S. exports, Nimexe data base for EC exports, and UN trade data base 
for exports from other OECD oountries. 

Fertilizers 

Prepared by Cynthia D. Trainor 

Export potential 

The change from centrally planned economies to 
privatization with removal of government suppons has 
caused a decline in both indigenous CEE f enilizer 
production and consumption. It is unclear how the 
f enilizer industry will be rationaliud as a result of 
privatization of both industry and agriculture. 
However, there is high potential for continued expons 
of Polish sulfur, moderate potential for significant 
expons of nitrogenous fenilirers from Romania and 
Poland, and some potential for nitrogenous f enilizer 
expons from Hungary, Czechoslovakia, and Bulgaria. 
There is little or no export potential for potassic or 
phosphatic fertili7.Crs from any country in the CEE 
region. 

. The fertili7.Cr industry of the CEE region is, on the 
average, composed of well-established, mature, 
moderately sized operations. Some facilities are older, 
inefficient, and highly polluting; some facilities are 
fairly modem and undergoing process and equipment 
upgrades. Modernization of some fertilizer plants is 
planned in certain countries within the CEE region. 
New technology is actively being sought to replace 
older, inefficient plant and equipmenL 

However, the CEE region possesses few domestic 
sources of f enilirer raw materials. While Poland has 
abundant sulfur and Romania has natural gas, beyond 
this, CEE fertilirer · production is· based on imported 
raw materials. Since foreign exchange is scarce, much 
of the raw material/fertilizer trade is based on 
countertrade and barter arrangements. · If CEE firms 
are allowed to retain export earnings, as currently 
proposed for several countries, the purchase of raw 
materials may become less cumbersome and add 
incentive to exporting. 

Industry Characteristics 
The global fertilizer industry is structured to 

include the major nutrients nitrogen (N), phosphorus 
(P), and potassium (K), and also frequently includes 
the secondary nutrient sulfur (S). Natural gas is the 
primary raw material needed to produce ammonia and 
other downstream nitrogenous fenilizers and accounts 
for approximately 75 percent of the cost of ammonia 
production. Phosphate rock is the primary raw material 
needed to produce phosphatic f ertilirers. Potassium 
chloride (potash) is the basis of all potassic fenilizers. 
Sulfur is primarily used to produce sulfuric acid, an 
important intermediate in phosphatic fertilizer 
production. 

Total NPK fertilirer conswnption in Central and 
Eastern European declined slightly from 11.7 million 
metric tons in 1989 to 11.6 million. metric tons in 

57 



1990.436 Total world fenilizer consumption was 144 
million metric tons in 1990.437 Each country in the 
CEE region has the capacity to produce nitrogenous 
and phosphatic fertilizers, albeit based almost entirely 
on imported raw materials. 438 Most of the CEE 
nitrogenous fertilizer producers import natural gas raw 
materials from the Soviet Union. Romania has 
indigenous natural gas supplies yet must also import 
significant quantities of gas from the Soviet Union. 
CEE phosphatic fertilizer production is based on 
phosphate rock imports primarily from Morocco, the 
Soviet Union, and Jordan. All potassic fertilizer raw 
material is imported into the region, primarily from 
Germany and the Soviet Union. In addition .... with about 
30 percent of the world's sulfur reserves,4"9 Poland is 
the fifth largest producer of sulfur in the world after the 
United States, Soviet Union, Canada, and China.440 

There ·are approximately 40 fertilizer producers 
within the CEE region covered by this report. The 
CEE fertilizer producers are moderately sized 
operations, some aging from reconstruction after World 
War II; some fairly modem facilities built in the 
l 970's. Plant expansions are planned in 
Czechoslovakia and Bulgaria for completion by the 
mid 1990s and new processing equipment · and 
technology are slated for certain plants in Romania. 
Poland has two new nitrogen plants slated for start-up 
in the mid-1990s and is in the midst of an industry 
modemiution program scheduled for completion by 
the year 2000. However, actual expansion so far is 
limited and without additional new plants and 
equipment CEE fenilizer capacity will remain limited. 
Given the nature of production processes and the fact 
that one product is a raw material for other downstream 
products, there is a fairly high degree of vertical and 
horizontal integration among producers, with all 
nutrients frequently produced at one location. Staffing 
levels and labor costs tend to be rather high in the CEE 
fenilizer industry, yet output often does not achieve 
plant rated potential for a variety of reasons. The 
recent attempts at conversion to market economies 
have made more state-of-the-art technology available 
to a technically skilled workforce. 

436 "Where Will the East European Dice Land?," Fertilizer 
ln.tcrnation.al, No. 296 <:,~'!!, 1991 ), p. 25. . 

437 International Fe · · r Industry Association (IFA) 
estirnaies. 

011 "East Europe Repon: Oiemical Industry," Chemical & 
EngiMerillg News, v. 68, No. 20, May 14, 1990, pp. 15·39. 

439 Ibid. p. 18. 
440 David E. Morse, U.S. Bureau of Mines, 1989 MiMrals 

Yearbook: SuJfw, p. 15. 

Table 29 
CEE Nitrogen Fertlllzer Production (100 percent active) 

Domestic CEE consumption of fenilizers has 
declined since 1989 due to removal of government 
price supports. CEE fertilizer production has 
correspondingly declined, due partially to lack of 
available foreign exchange to purchase relatively high 
cost market price raw materials and needed spare parts 
for processing equipment. Significant export markets 
for CEE fertilizers, primarily nitrogenous, are China, 
the EC, and the Middle East. CEE fenilizer products 
are of comparable quality and priced to be competitive 
on the world market 

Bulgaria.-Bulgaria has four main fenilizer 
complexes.441 Nitrogenous fertilizers are produced at 
all sites and phosphatic fertilizers at two sites. 442 
Bulgaria is self-sufficient in nitrogenous fenilizers and 
exports the surplus. However, Bulgaria has limited 
capacity to produce phosphatic fertilizers and is 
dependent on Morocco, Tunisia, and Jordan for imports 
of needed phosphate rock raw materials. Bulgaria is 
dependent on the USSR for single super phosphate, and 
all potassic and micronutrient fertilizers.~3 In general, 
Bulgarian fenilizer consumption declined from 1985 to 
1989 and exports rose correspondingly. Bulgarian 
fertilizer exports are handled by Chimimport, the state 
trading company.444 

Cuchoslovakia.-Czechoslovakia has eight 
fe~l!zer plants and produces mainly nitrogenous 
feruhzers but also produces some phosphatic and 
compound products. Czechoslovakia is also heavily 
dependent on imported Soviet raw materials for its 
fertilizer production; nonetheless, the country is 
working to build up its domestic production in this 
sector and is the only country in the CEE region where 
fertilizer f roduction did not decrease during 
1989-90.44 The Lovosice fertilizer plant in northern 
Bohemia expanded recently, however, much of the 
expansion replaces older capacity so overall additional 
capacit~ is minor.446 Czechoslovakia is seeking to 
lessen its dependence on the USSR for natural gas 

441 CMmical and EngiMtring News, May 14, 1990, p. 20. 
442 Fertilizer Man.ufactunrs World Directory, 7th ed., The 

British Sulphur Corporation, Lid., 1990, pp. 19. 
443 Bulgaria: Crisis and transition. to a Marat EcOfllJnry 

(vol. ll) (World Bank: Country Depanment IV; Europe, Middle 
East, and Nonh Africa Region, Jan. 23, 1991), p. 75. 

444 "Chimimpon Regains Control in Bulgaria," Fertilizer 
Wed, vol. 5 No. 1, May 27, 1991, p. 2. . 

44s Chemical and EngiMerin.g News, p. 16. 
446 "Czechoslovakia: Expansion at Lovosice," Nitrogen., No. 

189, (January-~ruary 1991), p. 8. 

(In thousands of metric tons) 

Czechoslovakia ................................. . 
Hungary ....................................... . 
Poland ........................................ . 
Romania ............................. : ........ . 
Bulgaria ....................................... . 

Source: Chemical and Engineering News, p. 22. 
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1980 

618 
649 

1,290 
1,707 

730 

1985 

526 
684 

1,254 
2,197 

838 

1988 

596 
556 

1,622 
2,315 

948 



supplies by transfonning the state-owned Transgas into. 
a joint stock company, owned by the Czech and Slovak 
republics. Part of the pipeline may be privatiz.ed and· 
sold to foreign investors to raise capital to fund new 
pipeline invesunents. By doing this, the Czechoslovak 

.··• government hopes eventual~ .to set up linkS with 
. ... pipelines in western Europe. 7 . 

Although Czechoslovakia was a large consumer of 
fertilizers under central planning, · consumption of. 
fertilizers may decline as a result of privatization. This 
decline may lead to overcapacity and an excess· of 
fertilizer products available for export However, this 
depends on raw materials availability and integration. 
into international export market structures.448 . . 

Hungary.-The Hungarian chemical industry is 
the nation's second largest industtial sector after 
mechanical engineering. Fertilizers account for· 
11 percent of overall industry output. . Hungary has six · 
major fertilizer complexes throughout the country. 
Nitrogen fertilizers are produced at Varpalota, 
Kazincbarcika, and Leninvaros; phosphate and NPK 
mixtures at Peremarton, Szolnok, and Budapest.449 
The Hungarian fertilizer industry was reconstructed 
after World War II, added to and modernized in the late 
1%0s, and saw new state-of-the-art. capacity added 
between 1971 and 1975. 

Hungarian fertilizer production declined last year, 
as home-market demand continued to stagnate. 
Hungarian nitrogenous fertilizer production totalled 
approximately 1.2 million metric tons during 1990, 
down 17 percent from approximately 1.4 million 
metric tons during 1989. Hungarian phosphatic 
fertilizer production also fell almost 34 percent from 
approximately 213,000 metric tons during 1989· to 
140,900 metric tons during 1990. Hungary also 
imports all three fertilizer nutrients. A long tenn 
import agreement for urea with the Soviet Union 
expired in 1990. The combination of nitrogenous 
imports and domestic production became more than . 
Hungarian agriculture could absorb, therefore, a 

· substantial volume of nitrogenous fertilizers is 
exported from Hungary each year. Phosphatic fertilizer 
production capacity is · below that required by 
agriculture, therefore phosphates are regularly 

447 "Czechoslovakia to Set Up Extra Crude Oil Soorces," 
EwoJ:an CMtrUcal News, Feb. 25, 1991. . 

USITC staff meeting with Ivan Angelis, Direct0r, Foreign 
Trade Research Institute, Thunday, July 11, 1991. 

449 CMtrUcal and E11gineering News, p. 19-20. 

Table 30 

imported as well as domestically produced. Hungarian 
potassic fertilizer requirements are met entirely through 
imports which decreased about 20 percent from 98,300 
metric tons during 1989 to 79,500 metric tons during 
1990.450 . . . 

Removal of price supports, with a consequent 
increase in domestic prices, and introduction of hard 
currency payments for raw materials and imported 
finished fertilizers, are expected to cause a decline in 
domestic Hungarian fertilizer consumption of about 20 
percent for 1991. This lower consumption is expected 
to affect mainly P and K nutrients as 1990 nitrogen 
application rates were already close to the minimum 
requirement However, once the question of 
agricultural land ownership is settled, Hungarian 
fertilizer consumption should improve once again in 
1992.451 . . 

The flungarian fertilizer industry is controlled by 
the Government, but with the removal of government 
supports and movement toward a market economy, 
outside ·private invesunent is now being sought 
Despite the 1990 production declines, two of 
Hungary's producers, Nittokemia and Pet, were 
reported to be profitable dUring 1990. Pet was sold to a 
cons<>rtium that includes private ownership (Techtrade) 
and· Nitrokemia management has proposed a series of 
joint ventures with western capita1.452 

Fertilizer exports, which are the most important 
chemical product in Hungarian foreign trade, totalled 
797 ,000 metric tons in 1988. The export structure is 
favorabl~ and the quality of products manufactured in 
Hungary corresponds to the leading international 
products. In 1988 the largest export markets for 
Hungarian . fertilizers were Gennany, France, UK, 
Yugoslavia, Austria, Finland, and China. 

Poland.-Poland can be self-sufficient for nitrogen 
and phosphorus fertilizer production. The production 
capacity of its five nitrogen fertilizer plants is about 
1,600 metric tons per year and the production capacity 
of the nine Polish phosphatic fertilizer plants is about 
1,000 metric tons per year. All potassium fertilizers are 
imported into Poland partly from the USSR and partly 
from the eastern part of Gennany. Poland imports all 

4.50· USITC. suff meeting with Mr. Janos Sandor of ICF 
Oicm-Consult. and various officials of Tiszamenti Vegyimuvck, · 
Hungary, May 14, 1990, al the S9th IFA Annual Conference, 
London. UK. 

45! "Hungary: Consumption to Fall Funhcr," Fertilizer 
/111ernational, No. 297 (May 1991), p. 18. 

452 Fertilizer /111ernational, p. 27. 

Hungary: Production of N, P, and K fertlllzers, 1989 and 1990 
(In thousands of metric tons nutrient) 

N p K' 
1989 1990 1989 1990 1989 1990 

Production . . . . . . . . . . . . . . . . . . 1,401 1, 158 213 141 98 80 
1 All pot.assic fertilizer data is based on imports. 

Source: USITC staff meeting with Janos Sandor, ICF Chem-Consult, Budapest, Hungary, May 14, 1991, at the 59th 
IFA Annual Conference, London, UK. 
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phosphate rock and almost 90 percent of natural gas 
raw materials for this fertilizer production. On the 
other hand, Poland is the world's largest producer of 
native mined sulfur, and ranks fifth in rated production 
capacity for sulfur in all forms behind the United 
States, the USSR, Canada, and China.453 Poland is the 
main supplier of sulfur to the other CEE countries as 
well as to the Western republics of the USSR and is a 
major exporter of sulphuf4S4 to France, Germany, the 
United Kin2dom, Morocco, and Tunisia, Jordan, India, 
and Brazil.~55 

The Polish fertilizer industry is concentrated in the 
Skopanic, Krakow-Katowice, Wroclaw, and Gdansk 
areas4.56 with production facilities at Tamow, 
Kedzierzyn, Pulawy, Police, and Wloclawek. All 
Polish producers reported financial losses on their 
fertilizer production last year.457 The majority of the 
Polish fertilizer industry's output consists of simple 
single-component nitrogenous and phosphatic 
fertilizers, with some ammonium phosphates, and NPK 
mixtures. Recently, liquid multicomponent, 
micronutrient-containing fertilizers have been 
developed to be used for foliar application. Until 1989, 
the actual production of nitrogenous and phosphatic 
fertilizers roughly corresponded to the production 
capacity of the fertilizer plants and nearly the whole 
amount was consumed domestically by Polish 
agriculture. In 1990, fertilizer production was far 
below the industry's potential, and in addition, almost 
30 percent of nitrogenous fertilizer production and 45 
percent of phosphatic fertilizer production were 
exported, while potassic fertilizer imports were almost 
cut in half.458 · 

While export levels were high during 1990, the 
picture can be somewhat misleading. At times during 
1990 fertilizer production at Pulawy and Police was at 
only about 20-30 percent of capacity because supplies 
of natural gas were diverted for domestic heating use. 

453 David E. Mone, MSulfui: 1989," MiMrals r~rboolr. 
(Bureau of Mines, October 1990), p. 15-16. 

4.54 Marius Fotyrna, MOutlook of the Fertiliur Situation in 
Poland," paper given at 59111 IFA Annual Cmference, London, 
UK, May IS, 1991, p. 6. 

4" Final SulP.'_iur and sulphuric acid statistics 1989 (Revised), 
International Fertilizer Industry Association (IFA), e· 4-S. 

456 Patricia L Layman and Earl V. Anderson, East Europe 
Report: Otemical Industry," CMmica/ and Engineering News, 
vof. 6~ No. 20, May 14, 1990, p. 16. 

4 Fertilizer llllerNJJiona/, p. 26. 
" 8 Fotyma, p. 6. 

Table 31 

) 

The cold weather also caused disruption of port 
. shipments of exports, prompting producers to declare 
"force majeure" on fertilizer exports for a time during 
February 1990.459 Doubts are beginning to surface 
about the ability of Polish fertilizer producers to 
maintain the high level of exports seen in 1990. 
Experts tend to disagree on the level of Polish fertilizer 
exports in the future. Some forecast that the 
production and export levels will be maintained 
through cost accounting procedures which would allow 
some government underwriting of losses.4<l0 Others 
predict that high costs of production combined with the 
end of state supports may mean the Poles will be 

=~ts'?n 83i1! r!~~~1enough to compete in world 

Until 1988, the Polish Government set domestic 
fertilizer prices at levels substantially below world 
levels. In 1989/90, prices were increased and in 1990 
reached market levels. As a result, prices nearly tripled 
·and sales declined. However, a so-called "preferential 
credit" given by the banks to farmers to purchase 
fertilizers remains available. The credit is extended for 
a period from planting to harvest at a set interest rate. 
The increase in fertilizer prices brought about a 
substantial worsening of the fertilizer/grain price 
relationship and had an adverse effect on the returns 
from fertilization. As a result, fertilizer consumption 
declined1. and this decline is expected to decrease crop 
yields.46.t 

By the year 2000, Poland is expected to complete a 
fertilizer industry modernization program at existing 
plants and consuuction of two new urea units, one at 
Pulawy (start up scheduled before 1995) and 
Wloclawek (scheduled to be completed after 1995). 
This additional domestic capacity could allow Polish 
nitrogenous fertilizer exports to expand. Overall, 
Western Europe is Poland's most important marketing 
area for its finished nitrogenous and phosphatic 
fertilizer exports with Gennany the largest single 
export market. 463 

4.59 MPoland: Producen Declare "Force Majeure"," Nilrogen, 
No. 190, March-April 1991, p. 7. 

460 MPoland: ~xports to be Maintained," Fertilizer 
/lllernationa/, No. 296, Apr. 1991, p. 9. 

~I MPolish Exports Likely to be Scaled Back," Fertilizer 
Wed, vol. 4, No. 50, May 13, 1991, p. I. 

~1 lbid., p. S. 
463 Malgorzata Siedlecka, "The Polish Fenilizer Industry -

CIECH and its Role," Fertilizer Focus, June 1990, p. 40-42. 

Poland: Production, consumption, and exports of N, P, and K fertlllzers, 1989 and 1990 
(In thousands of metric tons nutrient) 

N p 
1989 1990 1989 

Production ................. 1,576 1,232 946 
Consumption ............... 1,477 668 924 
Exports ................... 99 564 22 

1 All potassic fertilizer data is based on imports. 

1990 

473 
337 
136 

1989 

949 
949 

K' 
1990 

461 
461 

Source: USITC staff meeting with Janos Sandor, ICF Chem-Consult, Budapest, Hungary, May 14, 1991, at the 59th 
IFA Annual Conference, London, UK. 
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Romania.-Romania has ten fertilizer plants-6 
nitrogenous, 3 phosphatic, and 1 potassic-and can be · 
self-sufficient in finished fertili~r product 
production.464 Romania is the only country in the CEE 
region that has indigenous supplies of _natural gas . 
ij'eeded for nitrogenous fertilizer production. However 
ilie gas supply is limited and must be supplemented by 
··aQditional gas supplies, primarily from the USSR. AIJ. 
Romanian phosphatic and ~ic fertilizer production 
is based on imported sulfur, phosphate. rock, al1d .. 
muriate of potash. Romania imports basic fertilizer 
raw materials such as ·sulfur from Poland, phosphate 
nx:k from Morocco, the USSR, and Jordan, and po~_h. 
from the eastern part of Gennany m:id the USSR. Due 
to restricted capital availability, much. of these imports 
are obtained through baner agreements under which 
Romania exports f ertilizer8 in exchange for fertilizer 
raw materials (for example; urea ammonium nitrate 
solutions in return for natural .Jas, o~ . diammonium 
phosphate in return for sulfur). 

. The Romanian fertilizer industry is concentrated in 
Borzesti in the Northeast, Craiova and Ploiesti in the 
South and Midia-Navodari and Arad in the We5t ~ 
The kad plant has been idle for some time and. will 
not re-open in the near future due to the closed gas 
supply line from Transylvania and high gas · 
consumption per metric ton of urea prOduced.4167 Of· 
the remaining facilities, some are operating at reduced 
capacity, some with equipment difficulties, af!d sorTie 
are operating at full capacity. Reportedly the industry 
lacks sufficient raw materials and spare parts due to a 
shortage of capital.468 

Romania produces a full range of both simple and 
complex nitrogenous, phosphatic, and potassic 
fertilizers. Besides meeting its domestic needs, 
Romania has been a major exporter (amounts 
comparable to domestic consumption of about 700,000 
metric tons nutrient) of nitrogenous fertilizers (such as 
urea and ammonium nitrate) and al5o exports finished 
phosphatic and compound fertilizers.469 l!ntil 19~9. 
fertilizer exports were expanded to help service foreign 
debt After the 1989 revolution, fertilizer production 
fell substantially, and Romania several times decl~ 
force majeure on certain fertilizer exports in order to 
meet domestic needs for fertilizers. 

Much of Romanian fertilizer plant management 
changed after the revolution: From 1989 onward, ~e 
scarcity of raw matenals, reduced domesuc 
consumption after privatization of agricultural output, 
and production cutbacks have . ad~ersely affected 
fertilizer industry employment. Experienced managers 
chose to separate from direct employment within the 
fertilizer industry because of labor problems. These 
managers then maintain their higher salary level by in 

461 USITC staff telephone convenation with Mr. Dimitru 
Ionescu ol ICEC, Aug. 1, 1991. 
. ~Ibid. ' 

· • 4&S Chemical and Engineering News, May 14, 1990, p. 16-17. 
4'il Ionescu. 
461 Ibid. 

. 469 Fertilizer MMUifacturers World Directory, 7th ed., The 
British Sulphur Corporation, l.Jd., 1990, pp. 129-131. 

tum consulting to the industry. These situations have 
resulted in higher costs for fertilizer production and 
consequently higher prices charged to consumers.470 

Until .1989; the Romanian fertilizer enterprises 
were state owned and production and marketing were 
centrally planned. Since 1989, a ·number of the 
fertilizer production f!lCilities . have ·operated 
semi-autonomously..:.-..as privately owried but with 
limited state supervision. Every company is a 
share~holder company owned by the state with set 
wages. The state-owned trading agency Chimica, is 
being 1"e9rgani7,Cd into a limited company with shares 
floated in .Romania in due course and foreign 
competi_tion encouraged. The new company with be 
called Romfertchim~.if71 . . . . 

Since April 1991, Romania has negotiated: 
numerous .. barter agreements,· with . companies in . 
Germany, Thailand, the United Kingdom; and the 
United States to obtain raw materials and return 
finished fertilizer products. With these co-operative 
agreements, fertilizer prpduction .has increased monthly 
and capacity use has increased, HQwever. with the 
onset of cold weather it is expec~ that scarce natw:al 
gas raw. materials will be . reall0cated from fertilizer 
producti,on to power: generation for heat and hot water. 
This situation is expected to aineli~te sometime in 
the near future as Romanian power plants are first · 
changed to liquid fuel, then some will further change to 
coal, while adhering to international pollution · 
requirements.412 · · · · : · 

Production of certain fibers, caustic soda, and dyes 
has already been halted due to high pollution levels and. 
lack of adequate pollution-control . ·· equipment · 
Romania recently has begun to modernize fertilizer 
·technology but efforts have been slowed due to a lack 
of foreign exchange to purchase western technology 
and equipment. However, the Romanian government 
gives c<>nsiderable latitude to plants to administer their 
own · money for improvements or up~des in 
technology. Several ammonia and urea plants have 
been Shut down for a few months to be retrofitted to 
use Kellog process t~hnology from . Topsoe iil 
Germany. Romania requires export invoices to be paid 
directly to the producing plants in 50 . percent free 
currency and ·so percent Romanian .leis if the monies 
are to be used for plant upgrades or new technology.473 

Government policy and nature of 
management structure . 

The fertilizer industry of CEE remains primarily 
state-owned, and prices have only recently begun to 
approximate world prices. Until· recently, fertilizer · 
trading companies within the CEE region were entirely 
state-owned, but efforts are underway to achieve some 
privatiza~on and set up joint ventures with the West.. 

470 Ionescu. 
471 "Romania: Chimicia to Restructure," Fertilizer 

International No. 294, February 1991, p. 16. 
472 Ionescu. 
473 Ibid. . 
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Adjustment issues 

Many inefficient and outdated plants, equipment 
and technology are structural industry impediments 
that are slowly being addressed. With the exceptions 
of Polish sulfur and Romanian natural gas, lack of 
mineable phosphate rock or potash deposits, and lack 
of indigenous sources of natural gas within the CEE 
region impedes the fertilizer industry through 
dependency on imported raw materials. Lack of 
foreign exchange or readily convertible currency 
impedes purchase of raw materials, spare parts, 
processing equipment, technology upgrades, or new 
technology. Seasoned management, in many cases, has 
opted to leave direct employment within the fertilizer 
industry due to production and labor problems for 
higher salaried positions as consultants to the industry. 
Therefore, newer management teams now control a 
significant portion of the industry. Transport is 
inadequate in terms of methods and organization. 
Great quantities of fertilizers are transported within 
these countries, or from factories ro ports, in railway 
cars which are not adapted for carrying fertilizer 
products. This may result in product impurities and 
lwnps, and discharge techniques may damage the 
railcars. 47 4 

474 •Feniliur Inspection in Easrem Europe," Fertilizer Focw.r, 
November 1990, p. 40. 

Table32 
Fertilizers: OECD exports to Eastern Europe, 1985-89 

Foreign trade 

Prior to recent price increases, the domestic and 
export prices charged by producers in many CEE 
counb'ies were below the world averages. In 1986, the 
Ad Hoc Committee of Domestic Nitrogen Producers 
filed petitions with the U.S. Deparunent of Commerce 
and U.S. International Trade Commission alleging that 
urea from East Germany, Romania, and the Soviet 
Union was being imported into the United States at less 
than fair value (dwnped} and that a U.S. industry was 
materially injured or threatened with material injury by 
reason of such imports. The Department of Commerce 
determined that urea from East Germany, Romania, 
and the USSR was being sold in the United States at 
LlFV. In July 1987, the USITC determined that an 
industry in the United States was materially injured by 
reason of imports of urea from the former East 
Gennany, Romania, and the USSR that were found by 
Commerce to be sold in the United States at LlFV.475 
As a result, a cash deposit or bond in the estimated 
weighted-average margin percentage of 90. 71 percent 
of the customs value is required for imports of urea 
from Romania (44.80 percent for the former East 
Gennany, and 66.28 percent for Soyuzpromexport, 
53.23 percent for Phibro, and 64.93 percent for all 
other U.S. imports of urea from the USSR). 

47s USITC, Urea from tile Germatt Democratic Republic, 
R01J10llia, and the Union of Sovi.t Socialist Republics, 
(investigllion Nos. 73l·TA-338 through 340), USITC public:abon 
1992, July 1987. 

(Value in million dollars) 

1985 1986 1987 1988 1989 

U.S. exports te>-
Poland ..... · ....................... 18.5 13.1 12.5 12.0 19.2 
Czechoslovakia ..................... 16.7 11.6 4.3 (1) 3.3 
Hungary ............................ 1.8 1.2 6.3 1.6 5.3 
Romania ........................... 7.5 5.1 6.0 1.0 3.0 
Bulgaria ........................... 1.7 3.4 2.4 (1) (1) 

EC exports t<>-
(1) (1) (1) (1) (1) Poland ............................ 

Czechoslovakia ..................... 3.6 1.2 .5 2.8 (1) 
Hungary ........................... .5 .5 .8 (1) (1) 
Romania ........................... (1) 1.1 (') 1.0 .5 
Bulgaria ........................... (') (') (1) (1) (1) 

Other OECD exports te>-
Poland ............................ 6.9 2.1 3.8 7.1 10.8 
Czechoslovakia ..................... 6.0 6.4 6.9 20.1 26.6 
Hungary ........................... 4.1 3.5 4.5 3.8 3.8 
Romania ........................... 13.5 5.6 9.4 7.6 7.3 

To~:i1ge~o·~~port~ i~. · · ............. 2.6 3.3 1.4 3.7 (1) 

Poland ............................ 25.4 15.2 14.6 19.1 30.0 
Czechoslovakia ..................... 23.3 19.2 11. 7 22.9 30.3 
Hungary ........................... 6.4 5.2 11.6 5.7 9.4 
Romania ........................... 21.4 11.8 15.8 9.6 10.8 
Bulgaria ........................... 4.6 6.7 3.9 3.8 (1) 

1 Less than $50,000. 

Source: U.S. Department of Commerce for U.S. exports, Nimexe data base for EC exports, and UN trade data base 
for exports from other OECD countries. 
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Table 33 
Fertlllzers: OECD Imports from Eastern Europe, 1985-89 

(Value in million dollars) 

1985 .1986 1987 1988 1989 

U.S. imports trom-
Poland ........................... . 
Czechoslovakia .................. ·. . . · 
Hungary ..........................• 
Romania .....................•..... 
Bulgaria •.......................... 

EC imports from-
Poland ........................... . 
Czechoslovakia .................... . 
Hungary ...............•...••.....• 
Romania .......•................... 
Bulgaria .•......................... 

Other OECD imports from-
Poland ...................•..•..... 
Czechoslovakia .................... . 
Hungary .......................... . 
Romania .......................... . 
Bulgaria ........................... . 

Total OECD imports from-
Poland .......................... .. 
Czechoslovakia ..................... . 
Hungary .......................... . 
Romania ........................... . 
Bulgaria .......................... . 

1 Less than $50,000. 
2 Not available. 

139.5 
.5 
.5 

1.7 
(2) 

25.9 
5.7 

12.4 
3.6 
(1) 

165.5 
6.2 

12.9. 
50.0 

(1) 

113.7-
(1) 
.6 

2.5 
<2> 

23.2 
2.4 

12.8 
9.6 
(1) 

'136.9 
2.8 

13.4 
., 49.7 

1.4 

f :~ 
(1) 
.5 

4.1 

93.2 
1.2 
1.6 
(1) 
(2) 

26.0 
1.9 

10.9 
30.3 

(1) 

· 119.3 
3~1 

12.5 
31.2 

4.1 

f :~ {!~ (1) 

(~ 11.4 
7. 12.2 

86.7 86.4 
1.6 1.9 
2.0 3.8 
(1) 
(2) ~~ 

13.7 23.6 
5.8 6.0 

21.0 24.8 
37.9 26.1 

.5 (1) 

100.4 110.2 
7.4 7.9 

23.0 28.6 
38.0 37.6 

8.1 12.3 

Source: U.S. Department of Commerce for U.S. imports, Nimexe data base for EC imports, and UN trade data base 
for imports from other OECD countries. · 

All fertilizers enter the United States duty free 
(except for any applicable antidumping duty or other 
special duty). However, most countries impose 
moderate duties on their fertilizer imports, primarily to 
protect domestic fertilizer industry output. 

Fertilizer exports from the CEE region are mostly 
nitrogenous fertilizers directed primarily to markets in 
South America, North Africa, and the Middle wt In 
addition, a significant amount of Polish · sulfur and 

.. nitrogenous fertilizers are exported to the EC. Market 
share of Polish fertilizer exports to the EC declined · 
irregularly from 84 percent in 1985 to 78 percent in 
1989. 

The International Fertilizer Industry Association 
(IFA) estimates that world fertilizer consumption fell 
by nearly 1 percent in 1990, to 144.3 million metric 
tons nutrient, compared with 145.0 million metric tons 
in the previous year. IFA attributed this decline mainly 
to the fall in consumption in the Soviet Union, where 
fertilizer usage is estimated to have fallen from 27 .2 
million metric tons nutrient in 1989 to 24.5 million 
tons in 1990 - a decline of nearly IO percent. For 1991, 
IFA predicts a further fall of 3 percent, as world 
fertilizer consumption is expected to decline to 139 .7 
million metric tons nutrient. In 1991, the CEE 
countries are expected to reinforce the continued . 
decline in Soviet demand.476 

IFA · predicts that fenilizer consumption will 
recover in due course in the CEE countries, but may 
take some. time in the Soviet Union. Because little 
growth is expected in the developed countries of North 
America and Western Europe, IFA forecasts limit the 
rate of increase in world fertilizer consumption to 
around 1 percent per year during the next five years. 
Over the next ren years, assuming a recovery in CEE 
fertilizer consumption, the average rare of growth IRJ1 
be slightly higher, at perhaps 1.3 percent per year. 

Meat 
Prepared by David£. Ludwick 

Expor:t potential 
Overall, it appears that the CEE countries have 

moderate P<>tential to increase exports of meat (beef, 
veal, pork, lamb, mutton, and goat meat) during the 
next 5. years. A significant increase in meat exports is 
unlikely in the short rerm because of a general lack of 
infrastructure and invesunent funds. However, in the 
longer rerm (10 years or so), given certain capital 
improvements, the export potential could be high, 
especially in regard to Poland and to a lesser extent 
Hungary and Czechoslovakia 

476 MEast European Dice," p. 25. 
4T1 Ibid. 
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In general, the capital invesunent needed to expand 
production and exports is believed to be relatively 
small for this se.ctor {especially livestock production) 
compared with se.ctors such as heavy industry. CEE 
countries could expand me.at production by allocating 
more land to the production of livestock and/or grain 
used to feed livestock. In addition, livestock 
production efficiencies could be improved by 
increasing the protein content of animal feed.478 Also, 
the CEE countries might purchase raw materials (live 
animals or fresh me.at for processing) from the EC or 
possibly other suppliers to expand production of 
processed me.at. 

The CEE countries have a long history of livestock 
and me.at production and meat exports indicating that 
they have an experienced labor and management force. 
Some CEE products (e.g., Polish hams) have a 
reputation for high quality and have developed 
consumer preferences and brand loyalties in certain 
markets.479 Among CEE member countries, at least 
Poland appears to have the capacity to expand 
production of processed me.at with existing facilities. 
Capacity utili7.ation at Polish me.at plants approved by 
the U.S. Department of Agriculture for processing of 
meat shipped to the United States, was 70 percent in 
1988 and 65 percent in 1989. 480 Also, 10 large Polish 
Government-owned slaughter houses are authorized to 
export meat to the EC and as of mid-1991 were 
reportedly operating at 60 to 80 percent of capacity.481 

There are a number of factors that apparently will 
work to restrict CEE exports of me.al CEE exports 
must compete with domestic production in most 
markets and with exports from many other very 

'7B In the CEE countries livestodc feeds <X111sist primarily. of 
grain and sometimes potatoes. These feeds typically contain 
about 12-percent protein or less, by weight, whereas an ideal 
animal feed ration contains about 16-percent protein. The protein 
content of animal feeds can be increased by the addition of 
supplements, such as soybean meal, which is about 44-i;>ercent 
protein. In a large part of the CEE countries, the growing season 
is too short for the raising of many of the major crops, such as 
soybeans, from which protein concentrates are made. Also, the 
CEE countries have lacked sufficient hard currencies to purchase 
protein concentrates on the world marltet. 

479 Statement in ~ition to GSP treatment for cenain porlt 
submitted to the USlR by the National Pork Producers Council, 
(NPPC) Oct. 17, 1990, p. 2 wit is beyond dispute that Polish 
canned ham is at least equal to U.S. canned ham. Polish canned 
ham, like Polish sausage, has name recognition that connotes 
quality. Animex rightfully boasts that Polish canned hams are "a 
high quality product manufactured with the application of 
traditional methods dating several decades back ... distinguished by 
their~ taste and flavor. w 

A petition for GSP treatment for cenain pork was filed by 
Animex Expon-Impon Limited, Poland (''Animexw) on May 31, · 
1990. On Apr. 25, 1991, the USTR announced that hams and 
cuts thereof, boned and cooked and packed in airtight contai.nen 
(HTS subheading 1602.41.20), shoulders, and cuts thereof, boned 
and cooked and paclted in airtight containen (HTS subheading 
1602.42.20) (canned hams and shoulders) and other porlt, boned 
and cooked and paclted in airtight containen (HTS subheading 
1602.49.20) were to become eligible for GSP treatment May 1, 
1991. The Polish petitioner estimated that expons of the subject 
pork to the United States would increase 10 percent if GSP · 
trealment were granted. . 

48t Interview by ITC staff with M. Malgonata Ellen, 
Ministry of Agriculture and Food Economy, Depanment of Food 
Processing at Wanaw, Poland, on July S, 1991. 
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. competitive (e.g., EC, United States, Australia, etc.) 
suppliers. Sanitary regulations in importing countries 
and perceived environmental problems in CEE 
countries may also have a negative effect on exports. 
Relatively high per capita meat consumption in most 
CEE countries and a possible future increase in 
demand for higher quality meats and me.at products 
could also adversely affect the quantity of me.at 
available for export. In addition, many important 
markets have import restrictions on me.at. For 
example, the EC's Common Agricultural Policy 
(CAP), which among other things provides for a 
minimum import price and variable import levies on 
agricultural products generally, has the effect of 
minimizing me.at imports. Also, to the extent that the 
CAP contributes to EC me.at exports it may limit CEE 
exports.482 Trade and industry sources report that 
although modem me.at processing facilities exist in the 
CEE countries, many facilities and much equipment is 
outmoded. 

Industry characteristics 
The CEE countries have a long tradition of being 

me.at exporters. At least since the end of World War II, 
many of the CEE countries have shipped significant 
quantities of meat to the USSR. Poland has exported 
canned hams to the United States since the 1920s 
although there have been interruptions in such 
exports.483 In recent years CEE exports of me.at to the 
United States have amounted to about $150 million 
annually. Trade and industry sources repon that the 
CEE has well established distribution networks and 
trade contacts in many markets, including the United 
States. While the CEE countries have traditionally 
been significant meat producers (table 34) and me.at 
exporters, the share of production exported in 1990 
ranged from 2 percent for Bulgaria to 16 percent for 
Hungary, implying that physical supplies are not an 
immediate constraint to exports (table 35). 

In general, foreign invesunent in the CEE 
me.at-processing sector appears to be small. A U.S. 
company, Epstein Engineering Export (US) is involved 
in a joint venture in meat processing with Animex 
Expon-Impon in Poland.· The joint venture includes a 
loan of $16.4 million, of which $14.6 million was 
guaranteed by the·Export-Import Bank on July 1, 1991. 

Me.at· exports for further processing from CEE 
countries may benefit where brand identification is 
thought to be less important than price. According to 
the Animex petition for GSP treaunent, Romanian and 
Hungarian hams typically undersell U.S.. Danish 
Polish, and Yugoslavian hams in the United States.484 
Some CEE meat products are used by restaurants and 

482 For an explanation of the implications of the CAP for 
trade in pork and live swine see The CompetiJive Position of U.S. 
and E11Topet111 Comnuuiity Pork in the UniJed StaJu and Third 
ColUllrf Mark.tis, USITC ,eiblication 1794, December 198S. 

48 Polish expons of family size" (2, 3, S, or 7 pounds) 
hams and shoulden to the United States accounted for 21.7 
percent of the total ham and shoulder expons to the United States 
during 1989 and 17.4 percent during the first half of 1990 as repon.:s in. the Anif!1~ petition to USTR. 

Animex pellUon, p. 10. 



Table 34 
Meat:1 Production In Poland, Czechoslovakia, Hungary, Romania, Bulgaria, the EC, the United States, and the 
USSR, 1986-90 - . . . 

(1,000 metric tons, carcass-weight equivalent) 

1986 1987 1988 1989 19902 

Poland ............. · ................ . 2,633 2,603 2,653 2,621 
1,458 
1, 191 

. 2,641 
1,370' 
1,036 

902 
636 

Czechoslovakia ...................... . 1,326 1,311 1,399 
H.ungary ............................ . 1,079 1,183 1,083 
Romania ........................... . 1,102 1,203 1,130 882 

638 .Bulgaria ............................ . . 710 646 624 
Total CEE ........................... . 6,850 6,946 6,889 6,790 

20,984 • 
18,146 
16,500 

6,585 
21,788 
17,595 
16,500 

EC ................................ . . 20,472 21,180 21,283 
United States ........................ . 17,824 17,546 17,546 
USSR .............................. . 14,799 15,517 15,893 

1 Beef, veal, pork, lamb, mutton, and goat meat. 
2 Preliminary. 

Source: USDA. FAS ·world Livestock Situation• (FL&P 2-91 ), April 1991. 
' 

-
~~~ ' . 
Meat:1 CEE and U.S. trade balance, Imports as a share of apparent consumption, and exports as a share of 
production, 19902 · 

Country 

Bulgaria .................. . 
Czechoslovakia ............ . 
Hungary ................... . 
Poland ................... . 
Romania ................. . 
United States .............. . 

Trade balance 
(carcass wt. 
equivalent) 

(1,000 metric tons) 
11 
68 

153 
80 

(225) 
(1,460) 

1 Beef, veal, pork, lamb, mutton, and goat meat. 
2 Preliminary. · 
3 Negligible or nil. 
4 Less than 0.5 percent. 

Imports as 
a share 
of apparent 
consumption. 

Exports'as 
a share 
of apparent 
qonsuniption 

.2 
7 

16 
4 
3 
3 

Source: USDA, FAS -World Livestock Situation• (Fl&P 2-91 ), April 1991. 

delis ~ pans of meals or IO make sandwiches and some 
large volume (16-21 pound) canned hams are sliced 
and repackaged in retail size (4, 6, or 8 ounce) 
containers. Consequently, the retail consumer of meat : 
that~ been further processed is probably unaware of 
the countty of origin of the product consumed. 

Another important consideration regarding CEE 
export potential relates IO raw material supply. It is 
possible CEE countries may have access IO ample raw 
materials (live animals and fresh, chilled. or frozen 
meat) for processing, ~ well ~ grain for animal feed, 
in part because of the CAP. The CAP appears IO 
contribute to a chronic over production of agricultural 
products in the EC, including meal Indeed, in 1990 
Poland imported ll0,000 swine (mostly from 
Germany) and 17,400 IOns of pork (mostly frozen 
carcasses) from Germany.485 In addition IO access IO 
imports, the CEE countries are important producers 

485 USDA, FAS, Livutock Semi-Annwal Report (PL1003), 
Feb. 1, 1991, pp. 7 and 9. 

of grain for animal feed; Poland also grows significant 
quantities of potatoes, a basic feed for swine in that 
country. 

Pemaps the best potential for CEE countries is IO 
increase exports of pork. Most of the beef produced in 
the CEE is better suited for manufacturing inlO food 
products than it is for table beef. Manufacturing 

· quality beef is produced in, and exported from, many 
other parts of the world, including the EC. The world 
export market for veal, lamb, mutton, and goat meat is 
rather limited. 

Some concern ~ been expressed about 
environmental problems in the CEE countries ~ a 
reswt of inadequate controls over the last 40 years.486 
The concern is with pesticide, insecticide, .and heavy 
metals residues that could work its way into the meat 
through animal feeds or through meat processing. 

'86 USDA FAS Livestock AMual (C1.0009), June 13, 1990, 
p.2. 
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Some problems have been detected in Czechoslovakia. 
Reportedly, nitrates are the major problem, but other 
contaminates such as cadmium, PCB, lead, and 
mercury are also finding their '_Vay D:tto the food c~!1· 
There is some concern that, with widespread publicity 
about environmental problems, consumers will avoid 
agricultural products from the CEE countries. 

Poland.481_The livestock sector is extremely 
important to Polish agriculture; it provides about half 
of the value of agricultural production and exports, 
uses 70 percent of all domestically produced grains, 
and is the main source of cash income for 1.2 million 
small-volume farmers. Poland has been the leading 
meat producer among CEE countries with production 
averaging about 2.6 million metric tons annually 
during 1986-90 (table 34). Poland was the third 
leading CEE exporter during 1985-89 and became the 
second leading in 1990, following Romania's expon 
restraints. Polish exports fluctuated, increasing from 
80,000 tons (metric) in 1985 to 131,000 tons in 1986 
before declining to 102,000 tons in 1990 (table 36). 
Exports were equal to 4 percent of consumption in 
1990 and imports were equivalent to less than 
0.5 percent of consumption (table 35). 

The Polish livestock sector consists of state farms 
and cooperatives, about 1.2 million small farms (less 
than 5 hectares with 1 or 2 milk cows and 1 or 2 sows) 
and about 800,000 medium-si7.Cd private farms (5 to 10 
hectares with 5 to 20 milk cows or 5 to 10 sows). 
Many livestock producers on private fanns are 
part-time operators. The small and medium-size farms 
account for most of the country's livestock production. 
As of December 31, 1989, over 70 percent of the swine 
in Poland were owned by private farmers488 and an 
estimated 60 percent of the Polish 

487 Adapted from NI Agricultural Strategy for Poland, rqxin 
of the Polish European Community World Danit Task Force, July 
1990 armex 20, except as noted. 

- USDA FAS Liw.rtod 1990 Ann11al for Poland (PL003S), 
Aug. 1, 1990 p. 13. 

Tabla 36 

sheep are raised on private farms. About 80 percent of 
the beef produced in Poland is derived from dairy cows 
that are slaughtered when they are too old to be 
efficient in the production of milk. 

The animals on the small farms are almost 
exclusively raised on feeds grown on the farms (grains, 
forages, and potatoes) and receive little or no protein 
supplemenL In part, as a consequence of the feed they 
receive, animals, especially swine, and the meat 
derived from them, are not as lean as demanded by the 
world markeL Excess fat must be removed by 
trimming, reducing efficiency. The Polish grading 
system apparently contributes to the problem by not 
penalizing overfinished animals. 

Poland's small fanns have some inherent 
disadvantages. Because the farms are such 
small-volume producers and income generators they 
cannot suppon or justify invesunent in modem 
production facilities. Also, because farmers are so 
dependent on income from livestock, they are 
conservative and reluctant to adopt new practices. 
Consolidation of the small farms appears unlikely as 
long as the unemployment rate is high; many operators 
are part- time fanners, and see their farms as potential 
employers of last resort and potentially their sole 
source of supporL The medium-size farms generally 
have skilled management, high-quality animals, and 
rather good machinery and equipmenL The 
conservative Polish system implies that there will be an 
assured supply of animals for slaughter in the 
foreseeable future. However, those farmers that 
maintain dairy cows have suffered from declining milk 
prices (associated with a drop in consumer income) and 
a reduction in a Government incentive for consumers 
of dairy products. Declining profits could result in 
farmers selling their dairy cattle for slaughter, causing 
a temporary surplus of beef. The state farms and 
cooperatives generally have high outputs per animal, 
but such outputs often reflect high levels of input and 
are not necessarily economically efficienL 

Meat:, Exports from Poland, Hungary, Czechoslovakla, Romania, Bulgarla, CEE total, and the United States, 
1985-90 ' 

(1,000 metric tons, carcass weight equivalent) 

Poland Hungary 

1985 ........... 80 222 
1986 ........... 122 175 
1987 ........... 120 170 
1988 ........... 131 172 
1989 ........... 121 184 
199<>2 .......... 102 170 

1 Beef, veal, pork, lamb, mutton, and goat meat. 
2 Preliminary. 

Czecho-
slovakia Romania Bulgaria 

98 265 34 
88 280 43 
73 310 17 
78 305 18 
93 330 13 
93 25 11 

CEE 
total 

699 
708 
698 
704 
741 
401 

Source: USDA, FAS ·world Livestock Situation• (FL&P 2-91 ), April 1991 for 1986-89 and USDA, FAS ·world 
Livestock Situation•·(FL&P 2-90), March 1990 for 1985. 
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United 
States 

210 
279 
327 
402 
583 
565 



In 1989, the Government withdrew payments made 
to farmers for the purchases of feed concentrates. 
Consequently, purchases at medium-size private fanns 
declined and the farmers resorted to preparation of 
homemade concentrates. Large-sized farms did not 
have the option of reducing purchases and small-size 
farms have traditionally not used concentrates. The. 
situation was more serious for stale farms that are 

·'.'':~dependent on purchased feed. 

·~ '. , There appears to have been little change in . 
' export-oriented meat plants in Poland in recent years;. 

almost all plants that are currently exporting have been 
exporters for many years and few new plants have 
enlered into exporting. In recent years wage rates (at 
least nominal rates) have risen sharply· for packin2 
house workers, quadrupling from 1988 to 1989.489" 
Wages for Polish workers are lower than those in 
Hungary and Czechoslovakia, but higher than those in 
Romania and Bulgaria.490 Total employment in the 
meat-packing sector averages about 90,000. In general, 
the Polish meat-packing sector appears to benefit from 
having a skilled, competitively priced work force. 
However, Poland's export-oriented meat~processing 
plants have been criticized for being too specialized; 
inflexible, and outdated, using equipment that is at 
least 15 years old. · 

Hungary. 491-Among CEE ·countries, Hungary ·is 
the third-leading meat producer, after Poland and 
Czechoslovakia. During 1986-90 meat .production 
fluctuated from 1.1 million metric trins to 1.2 million 
metric tons (table 34). · During 1985-90 Hungarian 
exports declined irregularly from 222,000 metric tons . 
in 1985 to 170,000 metric tons in 1990 (table 36). 
Hungary was the second- leading exporter during 
1985-89 and became the leader in 1990, following 
Romania's food export .restrictions. Exports were 
equivalent to 16 percent of consumption in 1990 and · 
imports accounted for less than 0.5 percent of 
consumption (table 35). 

The Hungarian livestock-meat sector is 
characterized by a mix of large-volume state livestock 
farms and cooperatives and meat-processing facilities, 
small-volume private farms and meat-processing 
facilities, and home-use livestock production and 
processing. However, the trend appears to be away 
from the stale and cooperative facilities an~ toward 
private, market-oriented production, and reduced 
Government involvement. It was recently reported that 
53 percent of Hungarian swine was raised by 
large-scale state fanns and cooperatives and 47 percent 
by small-volume subsistence and part-time farmers.492 

Czechoslovakia.493-Livestock and meat 
)roduction have traditionally been an important part of 

489 Anirnex petition. · 
4!IO Interview by ITC staff with Wlodzimierz Drozdz, Deputy 

Mana,;ing Director, Anirnex, al Wanaw, Poland, on July 8, 1991. 
4 Adapted from USDA FAS LiveJtod Annual (HU0024), 

July 16, 1990. 
492 USDA FAS Livestoclc, AllllUQ/ (HUH>28), July 31, 1991, 

p. I. 
493 Adapted from CZ0009. 

Czechoslovakian agriculture. In 1989, for example, 
livestock production accounted for about 58 percent of 
total gross agricultural production. Czechoslovakia has 
been the second-leading meat producer among CEE 
countries with production rising irregularly from 1.3 
million metric tons in 1985 to 1.4 million in 1990 
(table 34). During 1985-90 Czechoslovakian exports 
ranged from 98,000 metric tons (1985) to 73,000 
metric tons (1987); in 1989 and 1990 exports were 
93,000 metric tons (table 36). . 

The Czechoslovakian livestock-meat sector has 
been domestically oriented. Owing 1985-89 
Czechoslovakia's meat exports exceeded only 
Bulgaria's among the CEE countries included in this 
study. Meat exports were equivalent to 7 percent of 
consumption in 1990 and imports accounted for 
2 percent (table 35). The Czechoslovak Government 
has had a goal of self-sufficiency in all areas, including 
meat production. The policy is to export only after the 
domestic market is satisfied. However, that policy is 
currently being revised. 

The quantity and quality of feed supplies in 
Czechoslovakia are barely adequate to maintain the 
Czechoslovakian livestock population. Domestic' feeds 
are protein-deficient and could be improved through 
the importation of protein supplements. . The 
Czechoslovakian livestock-meat sector also reportedly 
suffers from inadequate cattle inventories, high 
production costs, poor labor productivity, and other 
problems. Foreign trade is hampered by a lack of 
foreign exchange, the allocation of convertible 
currency, the p0licy of self sufficiency, and the 
monopolistic structure of the foreign trade 
organizations. However, Czechoslovakian trade 
offieiills conten~ that there is a large market potential 
for Bohemian (Czechoslovakian) hams in the United 
States. Until recent years the Government has had a 
near monopoly in the livestock-meat sectOr; however, 
as described the next section of this report, there has 
been some recent movement to privatization. 

One industry source494 indicated that 
"Czechoslovakia's export markets will be affected by 
the country's competitiveness in the evolving 
free-market environment. The elimination of 
agricultural controls, the uncertainty of exchange rates 
and domestic demand will all affect Czechoslovakia's 
meat exports. Its modest exports of canned hams to the 
United States are likely to continue. Barter 
arrangements are likely to develop with the U.S.S.R. 
with meat products exchanged for energy supplies.49S 
Export of beef and pork to Western Europe is likely to 
continue." Another source indicated that EC quotas 
restrict Czechoslovakia's exports of beef to 800 tons 
but that Czechoslovakia could ship three times that 
amount. 496 . · 

4M Communication from the New York. Commodities 
Co~tion, received July 18, 1991. 

495 At an interview by ITC staff with Czechoslovakian 
Government officials, Prague, Cuchoslovakia, July 12, 1991, ii 
was reported that a new agreement with the USSR will baner 
Cz:echoslovak meal and butter for Soviet oil. 

496 Interview by ITC staff with Cz:echoslo\.akian Govermnent 
officials, Prague, Cuchoslovakia, July 12, 1991. 

67 



Romania. '97_During 1985-89 Romania was the 
leading meat exporter among CEE countries with· 
exports increasing from 265,000 metric tons in 1985 to 
330,000 tons in 1989; however, exports fell to 25,000 
metric tons in 1990 (table 36) following restrictions on 
food exports. Meat exports were equivalent to 
3 percent of consumption in 1990 and imports 
accounted for 22 percent (table 35). Meat production 
in Romania fluctuated, increasing from 1.1 million 
metric tons in 1985 to 1,203 million tons in 1987 
before declining to 902,000 tons in 1990 (table 34). 

In Romania as in Hungary, the livestock sector is 
characterized by a mix of large-volume state livestock 
farms and cooperatives and small-volume private farms 
with the trend appearing to be away from the state and 
cooperative facilities and toward private, market 
oriented production, and reduced Government 
involvemenL In 1989 about 17 percent of the cattle 
were owned by the state, 48 percent were owned by 
cooperatives, and 34 percent were privately owned. In 
the same year, about 50 percent of swine was owned by 
the state, 18 percent by the cooperatives, and 
32 percent by private individuals. Sheep have 
traditionally been one of the more independent sectors 
in Romanian agriculture, with at least 50 percent of the 
total privately owned. However, in Romania the 
marketing of meat is the reSJ>Qnsibility of Government 
agencies, and there is no indication that there are 
private meat-packing or -processing plants. Also, the 
Romanian feed industry remains under Government 
control. 

Romanian livestock production has been hampered 
by insufficient and low quality feed, including much 
feed that is moldy because of inadequate drying and 
storage facilities. Moldy feed has reduced nutritional 
value and is thought to be associated with some animal 
diseases. Also, forage lands in Romania have suffered 
from neglect and overgrazing. In recent years, some 
forage lands were converted to lands used for grain and 
fiber production, some went unseeded, and others 
received little or no fertilizer. The recent liberalized 
international trade policy should allow imports of 
higher quality animal feed that could contribute to 
improved animal agriculture in Romania 

Bulgaria.-Among the CEE countries Bulgaria 
was the smallest volume meat producer and exponer. 
Meat production in Bulgaria declined irregularly from 
710,000 metric tons in 1986 to 636,000 tons in 1990 
(table 34). During the period, Bulgarian exports 
declined irregularly from 34,000 metric tons in 1985 to 
11,000 metric tons in 1990 (table 36). The Bulgarian 
livestock-meat sector is domestically oriented. Meat 
exports were equivalent to 2 percent of consumption in 
1990 and imports accounted for less than 0.5 percent 
(table 35). 

497 Adapied from USDA FAS LJvutoclc. Alinual - Romania 
(R00021) Aug. 15, 1990. 
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Government policy and nature of 
management structure 

Poland. "'-With the introduction of reforms in 
recent years, Government direct control of agriculture 
has been decreasing. The Government monopoly on 
meat trade was abolished on August 1, 1989. However, 
marketing and processing continue to be dominated by 
Government industries that are better equipped to carry 
out procurement, processing, and retail sales. Price 
controls were partially lifted on August 1, 1989, and in 
October 1989 Government incentives for agricultural 
products were partially withdrawn. Until January l, 
1990, livestock marketing and slaughtering was a 
monopoly of a state trading company, Animex. That 
company has reportedly become a limited liability 
stock company and will be 100-percent privatii.ed by 
September-October 1991. The State owns 35 percent 
of the stock and suppliers (meat producers) own the 
rest Trade was estimated to be valued at $600 million 
in 1990; estimates for 1991 are $500 million. The f um 
is diversifying into areas other than trade and has 
bought 60 percent of a plant making sausage and 
bacon.499 In February 1991 it was reported that state 
companies accounted for 75 percent of cattle 
procurement but that in 1990 state procurement was 
9-percent lower than in 1989, reflecting a growth in 
private sales.500 About 40 percent of the sheep sold in 
Poland is procured by the state. In 1990, 75 percent of 
beef trade was accounted for by state-owned meat 
stores. State procurement of swine dropped by 
23 percent in 1990 in comparison with 1989. It is 
estimated that about 50 to 60 percent of swine is 
procured by state agencies and the rest purchased by 
private firms. State fums account for about 60 percent 
of Poland's exports of pork products. With declining 
Government involvement, swine production has 
become relatively more profitable than cattle 
raising.SOI 

Meat processing is carried out in 72 state-owned 
meat plants. These plants account for 90 percent of 
livestock slaughter, 60 percent of sausage production, 
and 90 percent of meat for expon ( 100 percent of 
canned hams).502 The remainder is carried out in small 
scale cooperatives and private plants. State meat plants 
are reponed to be generally equipped with old 
machinery and in need of modernization. Most private 
and cooperative meat plants staned to operate in 1990 
after liberalization of the meat trade. 

The withdrawal of Government payments for feed 
concentrates in 1989 caused a sharp increase in feed 
prices. Consequently, demand declined and farmers 
started to prepare homemade concentrates. There is a 

498 Adapted from Pl.0035, except as noted. 
499 Interview by ITC staff with Wlodzimierz. Drozdz, Deputy 

Managing Director, Animex·Expon Impon Ltd., Warsaw, Poland, 
on J~ 8, 1991. 

PL11Xl3, p. 3. 
SOI Agricwltwral Strategy for Poland, p. 296. 
502 These statistics apparently include Animex, which as 

noted earlier, is now panially state owned. 



shortage of high-protein CQncentrates that farmers mix 
with their grains. 

In early 1990, about 100 new private finns were 
established to expon · live animals and meat from 
Poland. The Government's policy is to entirely 
demonopolize the internal meat trade by creating small 
lQcat slaughterhouses and &rocessing plants which 
<;<;>uld supply local markets. s 

Hungary.s°'-Hungary appears to be ·moving 
toward a more market-oriented, privately owned and 
operated agricultural sector. Since January 1991, 
agricultural producer prices have been set by market 
forces. Also, the consumer price system has .been fully 
liberalized. The liberalized consumer price system 
apparently resulted in sharp increases in food prices: 32 
percent for meat and 42 percent for daiCy products in 
1990, and a decline in the quantities of meat and dairy 
products purchased. By 1991, direct Government 
production incentives were reported to have been 
practically terminated. However, the Government 
continues to provide investment and expon incentives. 

Notwithstanding the movement· toward a market 
economy, in January 1991, the Government of Hungary 
established an agricultural policy agency called the 
Coordinating Committee for Agricultural Market 
Regulations (CCAMR). The CCAMR handles all 
Government trade, fiscal, and production measures 
including export incentives and domestic market 
interventions. Although the activities of CCAMR are 
said to be limited by a tight budget, during the first half 
of 1991, the CCAMR was reponed to have provided 
increased export incentives for dairy products, frozen 
chicken, and pork. The movement . to a privately 
owned and operated food-processing sector has been . 
gradual. About 74 percent of the food processing is 
accounted for by large-scale state companies and 
another 25 percent is ·from agricultural and consumer 
cooperatives and farms; only 1 percent is accounted for 
by private firms. Only a few food-processing firms 
have even begun to privatize and the privatization of 
milk, wine, meat processing, and the canning indus~es 
is proving to be difficult. · · 

It was recently reported that the Government of 
Hungary is providing tax incentives for livestock 
production. Part (40 percent) of the amount invested in 
livestock production, and 50 percent of the interest on 
loans for such investments, can be deducted from 
income taxes. Also, 50-percent cost sharing is being 
provided by the Government for facilities for cleaning 
waste water and for building access roads . related to 
livestock production. sos It was also reported that 

.Government export incentives, after being reduced in 
-.ihe summer of 1990, were increased in 1991 for 
·.exports to markets where convertible currencies are 
;;earned. Effective January 18, 1991, deboned pork cuts 

SCD Adapeed from USDA FAS Agricultural Situation AMMal . 
(PL1010), Mar. 3, 1991. 
~ Adapced from USDA FAS Agricultural Situation, Anluial 

(HU102S) July IS, 1991, except as noled. '°' HU1028, pp. 4-S. 

receive an incentive equal to 25 percent of the value of 
the. exports; an additional 10..pereent incentive is 
available for pork derived from swine weighing more 
than 150 kilograms if the pork is exported by 
October 31, 1991. Bone-in pork and other pork 
products receive incentives of 20 percent, and are 
eligible for the aforementioned IO-percent bonus. 
Notwithstanding the increase in incentives in January 
1991, Hungary continued to. have large quantities of 
pork in storage. Since January 1, 1991, Hungarian 
exports of pork to the EC have been subject to a price 
guarantee · agreement whereby the exports are not 
permitted to go below an EC reference price. In return, 
the EC does not subject its pork imports from Hungary 
to quantitative limitations. The agreement has had the 
effect of opening the EC market to new Hungarian 
export companies. S06 For lamb, mutton, ·and goat 
meat, Government export incentives, effective 
January 18, 1991, are equal to 25 percent of the value 
of the exports for non-EC markets and 20 percent for 
EC markets. S07 

Czechoslovakia.sos-Czechoslovakia's pattern of 
land ownership is currently in transition. In 
Czechoslovakia, cooperatives control about 80 percent 
of the country's farm land and the Government controls 
the remainder. Under the previous government alrriost 

·no private farming had been tolerated. However, the 
new parliament recently passed legislation returning all 
farm land confiscated by the former gov~menL 
Officials estimate that about 3.5 million original 
landowners or their heirs living in Czechoslovakia are 
eligible. However, it is anticipated· that few of those 
eligible will opt for private farming and most who 
claim land will rent it to the cooperative farming it 
now. Another law is expected in 1991 governing the 
·distribution of land taken from churches. It is 

· · anticipated that the majority of the . land will be 
distributed .to cooperative members. The reported aim 
of the law is to transform the cooperatives into 
voluntary a5Soc:iations of landowners.S09 . 

The trend toward privatization of farm land 
ownership is consistent with a recently reponed trend 
toward a private, market-oriented livestock-meat sector 
in Czechoslovakia For example, in.1989, 1.4 million 
animals (15 percent) of swine slaughter was accounted 
for by the private sector, up from 1;3 million 
(14 percent) in 1988. A growing proportion of the 
livestock is expected to be raised on private farms and · 
there has reportedly been an increase in raising of 
swine by small-volume private farmers on a contract 
basis for the socialized sector. 

. The primary goal of agriculture in Czechoslovakia 
has changed from self-sufficiency to the transformation 
into an efficient market--0riented economy.SIO Vtrtually 
every law, regulation, system, and jnstitution has been 
or is in some form of change. These changes 

506 Ibid., pp. 5-8. 
'°' Ibid., p 12. . 
508 Adapted from USDA FAS Agricultural Situation, ANuial 

(CZIOll), July 19, 1991, except as noted. · 
SOil The New York Times, June 4, 1991. 
510 Adapted from CZ0009, except as noted. . 
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in land ownership, capitol invesunent, food proc~ing, 
wholesaling and retailing, price and Government 
incentive payments policy, and the structure of 
agricultural organizations will drastically alter 
agriculture. . 

There are five major laws which will have an 
impact on agriculture and the food industry. Under the 
Small Privatiuttion Law, small Government-owned 
businesses such as restaurants and grocery stores are 
being sold at auction. The Large Privatiuttion Law has 
established a framework for the privatization of large 
enterprises. The policy of privati7.3tion of state farms 
and cooperatives is still being developed under the 
Land Law and the Law of Transformation of 
Cooperatives. It is anticipated that new cooperatives 
may not only be involved in production but also may 
enter into food processing and marketing. 
Govemment-conttolled agricultural land is being 
restored to owners or sold under the Restitution AcL 

The demonopolization of the Government's 
food-processing, wholesaling, and retailing industries 
is in the beginning stages. According to industry 
sources, the decisions to export are made by the 
managements of the individual meat plants, which are 
now financially independent and must be self 
supporting.SH The entire sector is scheduled to be 
completely privatized. In 1991 the large horizontally 
integrated food-proc~ing sector is to be split into 
smaller units and is to be privatized under the Large 
Privatization Law. Reportedly there is growing interest 
on the part of western firms in possible joint ventures. 
Foreign ttade, which had been a Government 
monopoly, is changing rapidly. While the Government 
trading agency and its subsidiaries maintain a dominate 
position in trade in the agricultural sector, some groups, 
including those in the meat industry, are starting to 
handle their own foreign trade. 

The ttansition to a market economy appears to be 
difficult for the livestock-raising sector. Retail price 
increases of meat have reduced the quantity demanded 
at the same time as Government incentive payments to 
producers have been eliminated. While some aspects 
of the old system have changed, farmers are caught 
between two near monopolies-the Government
operated food processors and the Government
operated suppliers of agricultural inputs. 

Czechoslovakia has expressed a desire to become a 
part of the EC but that appears to be unlikely in the 
immediate future. The Government has also requested 
the EC abolish certain quantitative restrictions on 
agricultural products, but the request has not been 
granted. The EC has, however, granted GSP treatment 
for pork and poultry. 

Notwithstanding the trend toward privatization, the 
Government recently announced the establishment of a 
Federal Market Regulation Fund to help farmers sell 
their commodities. The Government has allocated 3.4 
billion Czechoslovak koruna (equal to about $635 
million) to the fund. Among other things the fund will 

511 Communication from the New Yortc Commodities Corp. 
received July 18, 1991. 
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provide export incentives for meat, live animals and 
dairy products.Sil 

Romania. 513-Agriculture policy in Romania is 
still evolving following the change of Government in 
December 1989. However, it appears that initially the 
Government had two major policy goals. The first goal 
was to assure an adequate supply of affordable food, 
including meat~ for the domestic market, even if it 
required imports, a prohibition on exports, and 
Government- controlled prices to the consumer. Meal 
consumption in Romania had been restricted for many 
years as the previous government promoted exports of 
meat. The second major goal was to expand the 
country's food production capacity, including the 
capacity to produce meat, as quickly as possible. Land 
reform laws were enacted in February 1990 and on 
March 20, 1991. As of mid-1991 about 28 percent of 
arable land was in the private sector, compared to 
12 percent in 1989. 

Although agricultural producer prices were raised 
(those for meat and milk were raised by more than 
40 percent), consumer prices subject to Government 
control were kept at the old low levels and the 
Government provided subsidies to consumers. 
However, beginning April l, 1991, a graduated price 
deconttol program applicable to most basic food 
products was initialed. 

Also, to encourage livestock production, the 
Government removed limits on the number of animals 
that could be privately owned, provided small tracts of 
land for agricultural workers' private use, established 
higher prices for animals purchased by the State, 
guaranteed specific amounts of low priced feed for 
animals contracted . to be delivered to the state, 
liberalized prices al farmers markets (including 
pennitting trade in live animals with the price 
determined by market forces), and suspended central 
planning. The greatest results will probably come from 
free trade in live animals, the raising of state purchase 
prices, and the retaining of low input (feed) prices. In 
addition, in order to build up cattle herds, producers are 
to receive bonus payments from the Government for 
calves retained for breeding purposes and an additional 
payment will be made to farms that achieve a 
70-percent calving rate. Also, female cattle and swine 
are to receive preferential tax treatment. 

However, as of 1991, the structure of the livestock 
sector remains the same-large collectives and state 
farms, community grazing, and confined centralized 
livestock units. Most swine are housed in large 
industrial complexes under state farm conttol. Rural 
Romania still suffers from poor roads, bad 
communications, outdated and depreciated equipment, 
excessive labor, and excessive labor usage in the 
production process. Agricultural processing facilities 
are partially antiquated, partially not sufficient in 
capacity, and generally too labor intensive. Romanian 

512 USDA FAS Livestock, An11ual (CZI013) July 31, 1991, 
P· 7. 

m Adapted fnm R00021, and USDA FAS Agricultural 
SilMOlion Report -Romania (R01004), Apr. 23, 1991. 
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agriculture also suffers from lack of research and 
development 

Overall, swine and poultry producers are receiving 
more preferential treabnent than. are caule producers 
because returns, in renns of meat production, are faster 
from swine and poultry than from beef cattle. Swine 
and poultry producers are to receive preferential access 
to high-quality Government feed supplies. Swine 
producers are eligible to enroll in Government 
programs that provide bonuses for.animals delivered to 
state procurement agencies with payments increasing in · 
conjunction with the number of animals delivered. 
Also, private households have showed strong inrerest in 
increasing their holdings of dairy eattle after the 
Government established a guaranteed price for milk. 
Sheep producers are receiving the least governmental 
assistance; they traditionally have . been the most 
independent of Romania's livestock producers .. It is 
anticipated that much of the increased production that 
results from the governmental polices will be: used for 
home consumption and the urban population will 
continue to be dependent primarily ·on . stare. and . 
cooperative production. Most meat will oontinue to be 
markered by the state, but private individuals will be 
allowed to have animals slaughrered at public slaughter 
houses and have the meat . returned for home 
consumption. 

One of the first decrees of the new Government in 
1990 was a prohibition on expons o( food. However, · .. 
in early 1991 the Government replaced its prohibition 
with a program of export licensing and export quotas. 
It is anticipated that Romania may want to enrer into 
barter agreements with the U.S.S.R., exchanging food, 
including meat, for oil or other raw materials. In 
general, it appears that, with the possible exception of 
pork and small quantities of lamb meat that have been 
traditional export items, Romania will have difficulty 
in competing in the world export market for meat. 
Romania appears to have the capacity to supply the 
domestic market for pork and still produce for export, 
assuming adequate supplies of feed. Romania's 
exports .of live lambs and lamb meat appear to have 
been a rather small specialized business. Under the 
previous government, there were no known export 
incentives, but since meat trade has been dominated by 
the Government, prices may be adjusted to levels 
necessary to achieve the desired market sh3re. In both 
the production of. live animals and meat; R.omania 
appears to lack modem and efficient infrastructure, 
including animal housing facilities, sanitary and . 
modem meat processing facilities, refrigeration, 
transportation facilities, vererinary facilities, . and 
so-forth. Production technology in the sheep and 
mutton sector is the least advanced of any sector. 
Romanian meat production and m&rketing have been 
criticized for lack of worker incentives to maximize 
output 

Adjustment issues 

In general, one of the most important impediments 
in the meat industry common to nearly all CEE 

countiles is the pattern of farm ownership (i.e., a large 
number. of small~ almost subsistance level fanns that 
lack scales of efficiency). The pattern is especially 
notable in Poland and is also found in Hungary and 
Romania but · is not . especially common in 
Ci.echoslovakia. Small farms do not produce enough 
animals· to justify investment in modern production 
facilities and equipment. The animal feed problems, 
most significantly prorein-deficient feeds that 
contriblire to overfinished animals and excessively fat 
meat, have already been discussed. 

. · It should be nored however that large-volume 
· live5tock ·farms are sometiines inefficient producers. 
Large-volume farms utilize hired workers who may not 
be as motivated ·to provide as diligent care to animals 
as · are actual owners who .tare dependent on the 
productivity of their animals. 

The CEE countries appear to have some inherent 
. natural limitations for agricultural that adversely affect 

the competitiveness of meat production. Mountainous 
regions of · c;EE . countries are not suited to the 
.production of grains or high-quality forages. Many of 
the soils,: including the sandy soils of Easrern Poland, 
lack natural fertility. In addition Poland, because of its 
northerly climare, has a rather short growing season.514 

Also, there is some suggestion that infrastructure 
· limitations, . · such· as inadequate transportation 

(especially refrigerated rail cars) and communication 
facilities and a shortage of capital for investment 
adversely affect the livestock and meat sector. 
Infrastructure in rural parts of the CEE countries 
especially Poland, is reportedly less well-developed 
than in industrial or urban areas. The quality and 
service abilities of the transportation network are 
especially important in ·dealing with perishable 
products such as live animals and meat 

Foreign trade 
The demonstrated· ability of CEE countries to meet 

importing countries' health and sanitary requirements 
enhances their export porential. For example, U.S. 
meat and. poultry: inspection regulations require 
countries exporting these products to the United States 
to impose inSPection requirements at least equal to U.S. 
requirements:S 15 As of January 1, 1990, Poland had 31 
plants authorized to ·ship meat to the United States, 
Hungary had 8, Ci.echoslovakia 2; and Romania 14; 
and Bulgaria had none. However, U.S. imports of 
fresh, chilled, or frozen meat of most animals are 
limited to those countries that have been declared free 
of rinderpest and foot-and-mouth diseases by the U.S. 
Secretary of Agriculture. None of the CEE countries 
has been · declared free of the diseases, thus meat 
impo~ from CEE countries must generally be cooked, 
canned, or cured so that the disease causing organisms 
are destroyed. Other major meat-importing countries 
generally impose health and sanitary regulations 
comparable to those of the United States. · 

514 ',.\,. As~iclllt;,,al Strategy for Polalld, p. 29s. . 
m U.S. imports of meal and pouhiy are subject IO the 

Federal Meat Inspectior, ·Act and regulatiau enforced by the 
USDA Food Safety and Inspection Service. 
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CEE exports compete with domestic production in 
most markets of the world. For example~ among the 
countries (the United States, the EC, the USSR, Japan, 
the Republic of Korea, Canada. and HQng Kong) that 
accounted for about ·three-fourths of world meat 
imports in 1990, all are important meat producers, 
except Korea and Hong Kong. Also, the CEE 
countries must compete with exports from other 
countries. For example, CEE beef and lamb exports 
must compete with expOrt.s from Australia and New 
Zealand, countries that appear to have relatively low 
costs of production.S16 CEE pork exports must 
compete with exportS from the EC and Canada which 
benefit from Government payments.S17 

Table 36 shows exports of meat from Poland, 
Hungary, C7.eehoslovakia, Romania, and Bulgaria (and 
for comparative purposes, from the United States) 

516 See E.stimal11d Tariff EquiwJ111n11 of U.S. Quota.r 011 
AgrU:Mltwal /mporu alld Alialy1u of C01'lplltitiw CottditiOM ill 
U.S. Market1 for Sugar, M11at, P11a111111, Cotto11, altd Dairy 
Prodiicu, UStrc publication 2276, April 1990, ch. 3. 

517 For an explanation of the EC payments, see USITC · 
publication 1794; for an explanation of the Canadian government 
prognms, see USITC publication 1794 Fr111ll, Clail/11d, or Froz1111 
Pork From COiiado Seplember 1989. . 

Table37 

. during 1985-90. The table shows that exports were 
rather stable during 1985-89, ranging from 699,000 
metric tons (carcass-weight equivalent basis) in 1985 to 
741,000 metric tons in 1989, before declining to 
401,000 in 1990. · Almost all of the decline in 1990 was 
accounted for by Romania, which had been the leading 
CEE exporter during 1985-89. Romania's exports 
dropped from 330,000 metric tons in 1989 to only 
25,000 metric tons in 1990, apparently as the result of 
the government's ·policy of restricting food exports. 
Hungary, which had been the second leading CEE 
exponer during 1985-89, became the leading CEE 
exponer in 1990, followed by Poland and 

· C7.eehoslovakia. Bulgaria was a minor exponer during 
1985-90. 

Table 37 shows that consumption of meat in the 
CEE countries increased irregularly between 1986 and 
1990, rising from 6.2 million metric tons in 1986 to 6.7 
million metric tons in 1990, or by 8 percent The 
largest increase was in Romania, where consumption 
rose by 290 million pounds or by 35 percent. Except 
for Romania, per capita consumption of meat in CEE 
countries is generally comparable with that in other 
·countries of the developed world (table 38). 

Maat:1 Consumption In Poland, Czechoslovakla, Romania, Hungary, Bulgarla, the EC, the United States, and 
the USSR, 1986-90 

(1,000 metric tons. carcass weight equivalent) 

1986 1987 1988 1989 19902 

Poland ...................... · .... . 
Czechoslovakia ................... . 
Romania ........................ . 
Hungary ......................... ~ 
Bulgaria .......................... . 
TotalCEE ........................ . 
EC ............................. . 
United States ..................... . 
USSR ..................... · ...... . 

2,524 
1,253. 

822 
911 
666 

6,176 
20,284 
19,075 
15,322 

1 Beef, veal, pork, .lamb, mutton, and goat meat. 
2 Preliminary. 

2,558 
1,253 

893 
1,025 

629 
6,358 

20,783 
18,788 
15,998 

Source: USDA, FAS "World Livestock Situation• (FL&P 2-91), April 1991. 

Table 38 

2,611 
1,336 

841 
929 
606 

6,323 
21, 124 
19,323 
16,540 

2,609 
1,390 

546 
1,017 
. 630 
6,192 

20,672 
18,897. 
16,874 

2,628· 
1,402 
1, 112 

889 
625 

6,656 
20,687 
18,511 
17,034 

Meat: 1 Per capita consumption In Czechoslovakia, Hungary, Bulgaria, Poland, Romania, Denmark, the United 
States, Spain, the USSR, and Portugal, 1986-90 . 

(Kilograms, cateass weight equivalent) 

1986 1987 

Czechoslovakia ...................... . 80.7 80.5 
Hungary ............................ . 
Bulgaria ............................ . 
Poland .............................. · 

85.7 96.6 
74.3 70.1 
67.3 68.0 

Romania ........................... . 36.1 39.0 
Denmark .................. ; ........ . 80.7 83.0 
United States ........................ . 78.9 n.o 
Spain .............................. .. 
USSR .............................. . 

48.9 57.6 
54.5 56.4 

Portugal ......................... : .. . 37.6 38.0 
1 Beef, veal, pork, lamb, mutton, and goat meat. 
2 Preliminary. 

1988 

85.6 
87.7 
67.4 
69.1 
36.5 
83.9 
78.5 
63.5 
57.8 
40.6 

Source: USDA, FAS "World Livestock Situation· (FL&P 2-91), April 1991pp.4-6. 
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1989 

88.8 
96.1 
70.2 
69.1 
23.6 
87.2 
75.9 
63.4 
58.4 
40.8 

199D2 

89.3 
84.1 
70.0 
69.6 
47.8 
86.2 
73.8 
63.7 
58.5 
41.2 



Countries supplying meat exports to the world 
market vary with the type of meat considered. As can 
be determined from table 39, during 1986-90 Australia, 
the EC, the United States, Argentina, New z.ealand, 
Brazil, and CEE countries accounted for about 
85 percent of the world's exports of beef and veal 
annually. The share supplied by Australia, the United 

. States, Argentina, and New Zealand increased while 
the share supplied by the EC, Brazil, and CEE 
countries decreased. During 1986-90, the share of 
world exports of pork supplied by the EC, Canada, East 

Table 39 
Beef and veal: Exports by major suppllers, 1986-90 

Germany, CEE countries, Taiwan, and China ranged 
from 92 percent in 1986'to 88 percent in 1989 and 
1990 (table 40). The share supplied by the EC and 
Taiwan increased while the share supplied Canada, 
CEE countries, East Germany, and China decreased. 
The share of world exports of lamb, mutton, and goat 
meat supplied by Australia and New Zealand increased 
from 81 percent in 1986 to 87 percent in 1990, while 
the share supplied by CEE countries declined from 9 
percent in 1986 to 3 percent in 1990 (table 41). The 
value of CEE trade is shown in tables 42 and 43. 

(Percent of total sslected countries) 

1986 1987 

Australia . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . 20 
European Community1 •••••••••••••••••• 28 
United States .............. : . . . . . . . . . . 6 
Argentina . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 
New Zealand . . . . . . . . . . . . . . . . . . . . . . . . . 8 
Brazil . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9 
CEE.. .. .. .. . . . ... . . . . . . .. . . . .. . . . . . 6 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17 

1 Excludes intra-EC trade. 
2 Preliminary. 

23 
23 
7 
7 

11 
8 
7 

14 

1988 

22 
18 
8 
8 

11 
13 
6 

14 

Source: Compiled from USDA. FAS "World Livestock Situation• (FL&P 2-91 ), April 1991. 

Table40 
Pork: Exports by major suppllers, 1986-90 

(Percent of total selected countries) 

1986 . 1987 

European Community 1 ••••••••••• : •••• : • 19 
Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15 
East Germany . . . . . . . . . . . . . . . . . . . . . . . . 18 
CEE................................ 22 
Taiwan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 
China . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 

1 Excludes intra-EC trade. 
2 Preliminary. 

22 
16 
14 
19 
10 
10 
8 

1988 

25 
16 
13 
19 
9 
8 

10 

Source: Compiled from USDA, FAS "World Livestock Situation• (FL&P 2-91 ), April 1991. 

Table 41 
Lamb, mutton, and goat meat: Exports by major suppllers, 1986-90 

(Percent of total selected countries) 

1986 1987 

New Zealand . . . . . . . . . . . . . . . . . . . . . . . . . 57 
Australia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24 
CEE.. .. . . . . . . . .. . . . ... . . . . . . .. . . . .. 9 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 

1 Preliminary. 

59 
25 
6 

10 

1988 

58 
25 
6 

10 

Source: Compiled from USDA. FAS "World Livestock Situation• (FL&P 2-91 ), April 1991. 

1989 

20 
23 
11 
8 

10 
7 
6 

14 

1989 

23 
14 
15 
20 
7 
9 

12 

1989 

61 
23 
7 
9 

199a2 

25 
20 
11 
10 
9 
6 
3 

16 

199a2 

32 
14 
13 
12 
11 
6 

12 

19901 

56 
32 
3 
9 

73 
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Table42 
Meat and meat products: OECD Imports from Eastern Europe, 1985-89 

(Value in million dollars) 

U.S. imports from-
Poland ........................... . 
Czechoslovakia .................... . 
Hungary ......................... : .. 
Romania .......................... . 
Bulga.ria .......................... . 

EC imports from-
Poland ........................... . 
Czechoslovakia .................... . 
Hungary .......................... . 
Romania .......................... . 
Bulgaria .......................... . 

Other OECD imports from-
Poland ........................... . 
Czechoslovakia .................... . 
Hungary .......................... . 
Romania .......................... . 

To~l18e~D-imporis i~n;..:..: · · · · · · · · · · · · · · 
Poland ........................... . 
Czechoslovakia .................... . 
Hungary .......................... . 
Romania .......................... . 
Bulgaria .......................... . 

1 Less than $0.5 million. 

1985 1986 

92 
2 

41 
4 

(1) 

86 
41 

146 
21 
13 

12 
8 

20 
1 

(1) 

190 
51 

207 
26 
13 

113 
2 

40 
7 

(1) 

101 
49 

120 
25 
16 

11 
12 
16 
3 

(1) 

225 
63 

176 
35 
16 

1987 1988 1989 

121 112 99 
3 3 2 

44 33 22 
16 9 7 
(1) (1) (1) 

128 145 190 
51 46 59 

115 124 185 
40 33 40 
14 15 20 

22 11 18 
9 6 8 

32 14 23 
11 2 2 
(1) 0 (1) 

271 268 307 
63 55 69 

191 171 230 
67 44 49 
14 15 20 

Source: U.S. Department of Commerce for U.S. imports, Nimexe data base for EC imports, and UN trade data base 
for imports from other OECD countries. 

Table43 
Meat and meat products: OECD exports to Eastern Europe, 1985-89 

(Value in million dollars) 

1985 1986 

U.S. exports to-
Poland . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1

) 

Czechoslovakia . . . . . . . . . . . . . . . . . . . . . (1) 
Hungary . . . . . . . . . . . . . . . . . . . . . . . . . . . (1) 
Romania . . . . . . . . . . . . . . . . . . . . . . . . . . . (1) 
Bulgaria . . . . . . . . . . . . . . . . . . . . . . . . . . . (1) 

EC exports to-
Poland . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 
Czechoslovakia . . . . . . . . . . . . . . . . . . . . . 1 
Hungary . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 
Romania........................... 2 
Bulgaria . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 

Other OECD exports to-
Poland . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15 
Czechoslovakia . . . . . . . . . . . . . . . . . . . . . 1 
Hungary . . . . . . . . . . . . . . . . . . . . . . . . . . . (1) 

Romania........................... O 

To~l 18e~D·~~pc>ri5 i~ · · · · · · · · · · · · · · · · <
1

> 
Poland . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23. 
Czechoslovakia ............ : . . . . . . . . 2 
Hu.ngary . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 
Romania........................... 2 
Bulgaria . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 

1 Less than $0.5 million. 

(1) 
(1) 
(1) 
(1) 
(1) 

6 
2 

10 
45 
4 

56 
2 

11 
45 

4 

1987 

(1) 
(1) 
(1) 
(1) 
(1) 

4 
3 
4 
2 
2 

(1) 
(1) 
1 
1 
0 

4 
3 
5 
3 
2 

1988 1989 

(1) (1) 
(1) (1) 

f> ~:~ 1) 
(1) (1) 

46 121 
4 3 
5 11 

(1) 69 
7 18 

(,) 3 
(1) (1) 

q ~:~ 
(1) 2 

46 124 
4 3 
5 11 
1 69 
7 20 

Source: U.S. Department of Commerce for U.S. exports, Nimexe data base for EC exports, and UN trade data base 
for exports to other OECD countries. 
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Metalworking ~chine tools 

Prepared by Dennis Fravel 

Export potential 

CEE Metalworking machine tool industries have a 
low to moderate potential to increase their exports. 
CEE finns do not produce the sophisticated machines 
needed by user industries. Anecdotal information 
indicates that although contracts negotiated in the past 
are being filled, there are few new contracts and 
exports are falling off. 

Many of the machine tools produced in CEE 
countties lag in quality and · are riot always 
technologically up-to-date. Although many CEE 
machine tools are competitive in the low end of 
Western markets, exports of these products have been 
hampered by inconsistent quality and producers' lack 
of knowledge of foreign markets. The Soviet Union 
has turned more to Western machine tool suppliers for 
the advanced machines it needs to improve its 
manufacturing industries as those Western countries 
increasingly relax their export controls. In addition, 
the former East German market has shifted to advanced 
machine tools from the West. 

To overcome their shortcomings, CEE builders are 
seeking access to. technology, capital, and marketing 
organizations through tie-ups with foreign . firms .. 
Foreign investors have shown little interest to date in 
entering into these agreements. Although a few 
German firrps have established manufacturing tie-ups 
with certain larg~ CEE machine tool producers. CEE 
firms are turning to niche markets to sustain their 
operations and, improve their product lines to meet 
Western standards. 

Some of the strengths .of the CEE machine tool 
industries include a workforce with high mechanical 
skills, a pool of competent mechanical engineers, and 
an available supply of low-cos~ labor. Also, CEE 
machine tool builders' are familiar with the needs of 
the CEE and Soviet markets and· have access to strong 
machine tools research institutes. However, the 
industries also face increasing operating . costs, 
including higher taxes. ·They need substantial capital 
infusion to modernize production equipment and also 
need to expand disttibution crumnels. . 

Industry characteristics 

The CEE metalworking machine tool industries 
ranked eighth in the world in terms of the value of 
production in 1990, as shown in the following 
tabulation (in million dollars): 

· Countl)I Production' Exports. 

Japan . . . . . . . . . . . . . . . 10,832.1 
Germany . . . . . . . . . . . . . 9,911.5 
Soviet Union . . . . . . . . . . · 4,580.0 
hal)' . . . . . . . . . . . . . . . . . 3,966.0 
Switzerland . . . . . . . . . . . 3, 183.6 
United States . . . . . . . . . . 3, 140.0 
United Kingdom·........ 1,719.7 
Central ana 

Eastern Europe . . . • . . 1,685.4 

3,996.6 
6,034.1 

380.0' 
1,983.0 
2,749.5 
1,060.0 

835.3 

. 563.8 

1 Data are from American Machinist. February 1991, 
p. 36, and cover only metalworking machine toolS, 
excluding parts. 

CEE. machine tool industries exported approximately 
one-third of their production in 1990. However, this 
high level "conceals a qualitative lag behind the West 
in ~s of product reliability and accuracy, as well as a 
very low share of advanced machining technoloJ?ies in 
the overall output of most of these countries. "51' 

The high volume of exports relative to production 
in the CEE machine tool industries was largely due to 
joint production agreements-multilateral and 
bilateral-implemented between the Soviet Union and 
other CMEA members. These agreements specified 
long-term production and trade volumes, including the 
types of machines to be produced and exported, and the 
range of machine tools in which each country would 
specialize.519 Thus, w_hen analyzing the production, 
export, impOrt, and consumption data presented in the 
following descriptions of the machine tool industries in 
each of the CEE countries, these data may not reflect 
the ability· of these countries to compete as market 
economies. 

' Bulgarla • ....:..The BuJgarian machine tool industry 
consists of about 20 · to · 30 firms, employing 
approximately 15,000 persons. The firms are under the 
direction. of d'!e Machine Tool Plants State Economic 
Corporation (ZMM). Some firms specialize in 
machine tools, while others are divisions of large 
conglomerates. ~ produce a wide range of heavy 
machinery. · 

Bulgaria's machine tool production increased from 
$143.2 millioo in 1986 to an estimated $160.0 million 
in 1990, or by 12 percent (table 44). Historically, 
exports have accounted for almost 75 percent of 
Bulgarian production and exports remained high 
because of production goals, product mixes, and trade 
targets manda~ in CMEA trade agreements. 

In the early 1980s, Bulgaria licensed production of 
computer controls for machine· tools from FANUC of 
Japan, a world leader. in .. electronics. The agreement 
allowed Bulgarian machine tool builders to gain access 
to advanced machine tool technology to enhance 
competitiveness, especially· wi~in- CMEA markets. 
Joint ventures with other Western machine tool 

SIB William ]. Kelly, Hugh L Shaffer, Mason H. Swle, 
George W. Simmonds, arid H. Louis Rees, "'The Role of Easlem 
European Machine Tools in Soviet Industry," BaueUe. Apr. 11, 
1990 p. 10. 

~19 Ibid., pp. 7-8. 
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Table 44 
Metalworklng machine tools:' Bulgarian production, exports, Imports, and apparent c:Onsumptlon, 1986·90 

Year Production Exports Imports 
Apparent 
consumption 

Ratio of 
imports to 
consumption 

~~~~~~~~~~·Mimondoflars-~~~~~~~~~ Percent 
73.3 
85.9 
76.2 
71.5 
65.2 

1986 ............ . 143.2 
140.0 
195.5 
175.0 
160.0 

86.3 156.5 213.4 
391.0 
161.6 
130.6 

1987 ............ . 85.0 336.0 
1988 ............ . 157.0 123.1 
1989 ............ . 137.8 93.4 
199<>2 ........... . 120.0 75.0 . 115.0 

1 Data include machine tools only; estimate based on fragmentary data. Data converted at 70 percent of the 
official exchange rate. 

2 Data are estimated for 1990. 
Source: Compiled from statistics from American Machinist, various editions. 

builders, however, have been rare. Although Hungary, 
Poland, Czechoslovakia, and even the Soviet Union 
have established joint ventures with foreign partners, 
especially with Gennan machine tool builders, 
Bulgaria has been slow to do so. 

Bulgaria did enter into several development and 
production agreements with Soviet machi.ne · tool 
builders in 1985 that covered the 1986-90 period. One 
of these agreements was between ZMM and the 
Ivanovo Economic Machine-Building Corporation of 
the Soviet Union to produce 2,700 machining centers 
and computerized controls. Another agreement was 
between Bulgaria's Beroe Research and Industrial 
Combine of Robotics and the Soviet Krasnii Proletarii 
Machine-Building Corporation to use Bulgarian 
compgnents in the production of 16,000 machine 
tools.520 

Czechoslovakia.-The Czechoslovakian machine 
tool industry consists of about 20 finns and employs 
about 35,000 persons. Annual production is valued at 
about $275 million.521 The large finns are vertically 
integrated and operate foundries to produce castings for 
their own use and for other industries. Some large 
finns also produce other types of heavy machinery. 
However, Czechoslovakian builders are dependent 
upon Western suppliers for certain critical components, 
such as electronics, servo drives, cell computer 
controllers, and bearings which are frequently imported 
from Gennany or Japan.522 

Czechoslovakian machine tool . production 
decreased by about 50 percent, from $383.0 million 
1986 to an estimated $191.9 million in 1990 (table 
45).S23 The decline in the value of production was· 

S20 A. Nedyalltov, "A New Moment in Economic 
Collaboration Between Bulgaria and USSR," Bulgarian Foreign 
TrtJ/UiJ.No. 2, 1986, p. 10. · · 

s Estimate includes parts. USITC staff field interview in 
Cudioslovakia with Dr. Pavel Tomek, President, Trust of 
Factories of Machinery and Plant Equipment (I'Sn Research 
Institute of Machine Tools, July 12, 1991. 

S22 Otristopher Cummings, "Bmo Show Reflects New 
Order," CiJNJdian Machinery and Mtitalworlcing, November 1990, 
p. IS. 

S23 H parts are included, then the decline in production is 
probably less and is estimated to be about 20 percent USITC 
staff field interview in Cl.CChoslovakia with Dr. Pavel Tomek, 
President, TST Research Institute of Machine Tools, July 12, 
1991. 
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largely the result of the appreciation of Western 
currencies against the Czechoslovakian crown. Other 
contributing factors included the decline in demand for 
machine tools in other CMEA markets and an increase 
in demand for advanced equipment from Western 
suppliers, in place of the types - of machine tools 
generally available from Czechoslovakia. 

The Czechoslovakian machine · tool industry 
supplies only a small share of its domestic machine 
tool demand because of past CMEA trade agreements 
that mandat~ the type and volume of machine tools 
each CMEA member would produce. As a result of 
these agreements, the Czechoslovakian industry 
produces a wide range of manually operated machine 
tools which are not comparable to the advanced 
machines produced by Western machine tool builders. 
As the demand for more advanced machine tools 
increases in user industries in Czechoslovakia, the 
machine tool builders are changing their product lines 
to become more competitive with foreign suppliers. 

Employment in the Czechoslovakian machine tool 
industry is relatively high compared with Western 
industries, but similar in that it is highly skilled. Large 
Czechoslovakian machine tool builders employ 
between 3,000 and 6,000 persons. Currently, TOS 
Kurim, the largest firm in the industry, employs about 
6,000 persons._ In contrast, i.he largest U.S. machine 
tool builders employ between 1,000 and 3,000 persons. 
The country has a strong national tradition of working 
with machinery, and families have often worked for 
several generations in this industry. Workers are 
skilled at compensating for the lack of modem 
production equipment, and extensive apprenticeship 
programs are used to train new workers. 

Wage rates in Czechoslovakia for machinists, 
technicians, engineers with degrees, and managers are 
low compared with those in Gennany. For example, as 
recently as 1990, the annual salary for Czechoslovakian 
engineers was reported to be about $3,ooo.s24 

s24 Christopher Cummings, ~Bmo Show refleas New Order," 
Canadian Machintiry and Metalworking, November 1990, p. 15. 
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Table45 
Metalworking machine toola:1 Czechoslovakian production, exports, Imports, and apparent consumption, 
1986-90 

Year Production Exports Imports 
Apparent 
consumption 

Ratio of 
imports to 
consumption 

-Million dollar. Percent 
52.6 
53.1 
50.8 

1986 ............. 383.0 310.3 
1987 ............. 405.0 330.0 
1988 ............. 450.0 266.5 
1989 ............. 260.0 263.7 
199<>2 ............ 191:9 •187.7 

80.7 
85.0 

189.7 
226.9 
158.5 

153.4 
160.0 
373.2 
223.2 
162.7 

101.7 
97.4 

1 Data include machine tools only; estimate based on fragmentary data.· Data converted at 70 percent of the 
official exchange rate. 

2 Data are estimated for 1990. 

Source: Compiled from statistics from American Machinist, various editions. 

However, in the past under the Communist 
Government, Trust of Factories of Machinery and Plant 
Equipment (TST) provided many benefits and services 
to the workers. These included housing, either through 
corporation or cooperative apartments, and health and 
medical care. Other services included kindergartens 
and nurseries, dining services, and company-sponsored 
recreation and related facilities. Most of these benefits 
and services have been continued by the machine tool 
builders and relaled research organizations. 

Before 1989, the Czechoslovakian Government 
invesled heavily in its machine tool industry relative to 
other sectors of the economy, although investment 
lagged behind that of Western machine tool builders. 
Much of the production equipment in the factories is at 
least 20 years old and lengthy production cycles are not 
uncommon.52S Since 1990, the Government has 
stopped furiding the industry and. the lack of capital has 
forced the industry to look at different ways to obtain 
funds. In late July 1991, TOS Kurim announced that it 
would launch a $59.0 million bond issue in 
international financial markets, the first such issue by a 
CEE enterprise. 526 · · · 

The large machine tool builders conduct their own 
in-house research and development The industry is 
also supported by three research instiwtes; although 
government funding -for these institutes has been 
drastically reduced. The institutes include the 
Research Institute for Machine Tools and 
Metal-Cutting (VUOSO), the Research Institute for 
Metal-Forming Machine and Technology (VUTS), and 
the Research Instiwte for Tooling (VUNAR). 

Under the Communist Government, the industry 
was organized under the direction of the Trust of 
Factories of Machinery and Plant Equipment, but after 
a democratic Government came into power, state 
machine tool enterprises were converted into 
independent, joint stock firms. In July 1990, the 
industry organized a trade association called the 

525 USTIC staff field interview in Czechoslovakia with Dr. 
Pavel Tomek, President, TST Research Institute. of Machine Tools, 
July 12, 1991. . 

526 "Czechoslovak Finn to Sell Bonds," The Wall Street 
JOfll'Ml, Iuly 29, 1991, p. A6. 

Association of Engineering Technique Makers and 
Suppliers. Although the core of the association was the 
old TST organization, the new association is modeled 
after Western trade associations and represents the 
industry's interests before government, labor, and other 
industrial organizations, such as standards bodies. The 
association's _members account fQr approximately 75 
percent of total Czechoslovakian machine tool 
production. Those companies outside the association 
are business units of large industrial conglomerates
such as Skoda, the automobile producer-or of 
self-governing corporations. 

Since becoming independent from the Government 
in their operations, Czechoslovakian machine tool 
builders have begun to adjust their product mix to 
match market demand. As an example, the Skoda 
machine tool production plant at Plzen has ceased 
production ·of single-purpose machine tools and is 
focusing on multipurpose machine tools.527 Machine 
tool builders have also attempted to enter into 
agreements with foreign producers, but with only 
limited success. Two well known agreements are a 
joint venture between TOS Kurirn and Kabelschlepp of 
Germany to produce parts, and a manufacwrlng 
cooperation agreement between TOS Galarita and 
Traub AG of Germany. 

Hungary.-The Hungarian machine tool industry 
consists of two major machine tool companies-the 
SZIM Machine Tool Works and the Csepel Machine 
Tool Factory-and a number of small companies. A 
third major machine tool company, Diosgyori Gepgyar 

-(DIGEP), declared bankruptcy in early 1991 and the 
company is being liquidated. Prior to the bankruptcy 
of DIGEP, the three major firms accounted for 98 
percent of Hungary's annual machine tool production 
valued at approximately $100 million.528 In early 
1991, the industry empleyed approximately 6,000 
perS<>ns, with the three principal firms accounting for 
about 80 percent of total employment. 

m •czechoslovakia: Machine Tool Modifications," 
<:;aNJdian Machinery and Mttalworlcillg, March 1991, p. 9. 

528 USITC staff field interview in Hungary with Mr. Lajos 
Kantor, Canmerical Director, and Mr. Gabor Lovenberg, Deputy 
Commercial Director, Technoimpex Foreign Trade Organizauon, 
July 2, 1990. 
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Table 46 
Metalworking machine toola:1 Hungarian production, exporta. lmporta, and apparent conaumptlon, 1986-90 

Year Production Exports Imports 
Apparent 
consumption 

Ratio of 
imports to 
consumption 

~~~~~~~~~-Milfiondol/als-~~~~~~~~~ Percent 
69.5 
75.9 
60.1 
86.7 
Seta 

1986 ............ . 
1987 ............ . 
1988 ............ . 
1989 ............ . 
199<>2 ........... . 

180.3 
210.0 
134.1 
100.1 
97.8 

138.7 
170.5 
93.6 
90.1 
88.0 

94.7 
124.5 
61.0 
65.2 
41.3 

136.3 
164.0 
101.5 
75.2 
51.1 

1 Data include machine tools only; estimate based on fragmentary data. 
2 Data are estimated for 1990. 

Source: Compiled from statistics from American Machinist, various editions. 

Hungarian machine tool production decreased by 
46 percent. from $180.3 million in 1986 to an 
estimated $97 .8 million in 1990 (table 46). The rapid 
decrease in production was brought about by the 
collapse of the Soviet market ·and the subsequent 
difficulty in finding other foreign replacement marlcets. 
The decline in production, consumption, and trade is 
also due in part to the translation of Hungarian forints 
into U.S. dollars. Like other CEE machine tool 
industries, the domestic machine tool industry supplies 
only a small share of domestic machine tool demand 
because of the CMEA trade agreements, although these 
agreements had less of an impact on Hungary than on 
other CEE countries. 

The Hungarian machine tool industry is dominated 
by SZIM, which produced from 60 to 65 percent of the . 
industry's output in early 1991 and employed about 
4,000 to 4,600 persons. SZIM consists of eight 
affiliated companies and operates seven factories in the 
country. The Hungarian machine tool industry's 
reputation in the West is largely associated with The 
Csepel Machine Tool Factory, which is related to the 
Csepel Industrial Works-a large conglomerate that 
produces metal products, heavy equipment, and vehicle 
parts. S29 Csepel employs about 1,500 persons and· 
accounts for about 30-40 percent of the industry 
production. Prior to becoming insolvent. DIGEP 
accounted for about 10 percent of production and 
employed approximately 600 persons. The firm had 
previously been put up for privatization, but because of 
a decline in military orders, its losses were too great to 
auract private investors.S30 

Over the past 4 years, the industry has been 
converted into joint stock companies, although at 
present the Hungarian Government is still the majority 
stock holder in SZIM and DIGEP. Csepel is 60-percent 
owned by a German . machine tool builder and 
40-percent by the Hungarian Government. The 

'29 In 1989, the Csepcl Works was nmkcd as one of the top 
IS loss makers in 1988. 

'30 The a>mpany had aCQIJllulatcd losses of $20 million and 
SS7 million is owed to other crcditon, including supplicn. The 
Economist lntclligcnce Unit, H1111gary: Colllllry Rrtporl, No. 1, 
(1991), p. 18. 
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Hungarian Government be2an privatizing SZIM, 
DIGEP, and Csepel in 1989.SJl 

Hungary has a skilled workforce that has become 
accustomed to performing a wide range of operations 
using manually controlled machines. Recent 
productivity levels, measured in sales per worker, are 
about $41,000 per year and management is attemoting 
to raise the level to $50,000 in the short term.S32 To 
achieve that goal, Csepel is sending young engineers to 
international management centers in Hungary and the 
United States for training. 

The Hungarian industry produces a large number of 
components in-house, and to some extent this 
orientation. has reduced the industry's international 
competitiveness.S33 To solve this problem and keep 
abreast of current factory technology, Hungarian 
producers are installing more computers in their 
factories. As an example, Csepel has installed a 
computer-integrated- manufacturing operations system 
and implemented a computerized inventory system. S34 

Hungarian machine tool builders are also adjusting 
their product mix to accommodate their international 
and domestic customers. They have apparently 
advanced further than other CMEA countries in the 
production of computer-numerically-control (CNC) 
machine tools. The Hungarian industry has been able 
to produce CNC controls that other CEE countries 
were unable to import from Western nations because of 
export controls. As an example, Hungarian machine 
tool builders produce five- and six-axes CNC controls 
that other CMEA builders cannot produce. CNC 
machine tools account for about 85 percent of SZIM's 
machine tool production and about 90 percent of 
Csepel's production. By equipping their machine tools 
with Western computerized controls, Hungarian 

'31 Presented in a list of SO companies for sale by Hungarian 
Trade Minister Beck during a visit to Germany, The &onomiat 
lnte1MC11cc Unit, Hwigary: COIUllry Rrtport, No. 2, (1989), p. 24. 

"A Day At A Tune for Cscpcl," Amrtricall MacltUWt, 
March 1991, p. Tl. 

m USITC staff field interview in Hunguy with Mr. Lajos 
Kantor, Commerical Director, and Mr. Gabor Lovcnbcrg, Dcpuly 
Commercial Director, Technoimpcx Foreign Trade Orgmiz.atlon, 
July 2, 1990. 

':M "A Day At A Tune for Cscpcl," American MacltUWt, 
March 1991, p. Tl. 



builders have been able to remain within technological 
proximity of Western machine tool builders. · 

The ability of Hungarian farms to produce 
computerized machine tools . comparable with th~ 
produced by Western countnes wa8 related· to their 
investments in modem production equipment and 
tie-ups with German m!IChine ~l compan~s. Without 

,, these investments, foreign machme tool builders would 
have been reluctant to form joint ventures with 
Hungarian finns and computerized manufacturing 
could not have been achieved. As an example, in 1989 
MAN Roland of Germany and Csepel agreed to 
cooperate in the manufacture. of CNC boring mills. 
Csepel also J>roduces components or entire machine 
tools for other German machine tool builders-MAHO 
and SHW. Similarly, in · 1990 SZIM began to 
manufacture surface grinding machines under a 5-year 
cooperation agreement with ZUB of Germany . with 
part of the output then purchased by ZUB. . . 

Poland.-The Polish machine tool · · industry 
consists of about 30 firms that employ from 20,000 to 
25,000 workers. Machine tool production was valued 
at an estimated $200.0 million in 1990 and parts 
production was valued at an estimated $50.0 million. 
Production is concentrated in lathes, milling machines, 
and to a lesser extent, in grinding machines and 
presses. 

Polish production of machine . tools, excluding 
parts, rose from $153.5 million in 1986 to a peak of 
$320.0 million in 1988-89, before falling to about 
$200.0 million in 1990 (table 47). Exports, however, 
de.clined from $69 .3 million to $27 .5 million during the 
period. The decline in production, consumption, and 

-trade since 1988 is attributable in part to the 1ranslation 
of Polish zloty into U.S. dollars. Also, important 
Polish export markets in CMEA counlries collapsed in 
1989, resulting in fewer export opponunities. Since 
1990, however, Soviet machine tool orders '·under 
contract were continuing to be shipped. As funds of · 
domestic users of machine tools have declined, these 
enterprises have reduced their purchases of imported 
machine tools from both Western and CMEA counlries 
and production has been increasingly absorbed by 
domestic consumption. Poland is largely self-sufficient 
in machine tools and imports represent a smaller share 

Table47 

of Polish consumption than that of oth~r CEE 
counlries. 

Polish machine tool builders vary in size and 
capabilities, although some firms are large, vertically 
integrated enterprises that operate their own foundries. 
Such farms also produce castings for foreign and 
domestic customers, as well as other types of heavy 
machinery and. components. Most machining 
operations are done in-house, but certain precision and 

. elecuonic components are purchased from foreign 
suppliers, especially from Western Europe.535 Some 
compon~nts produced by Polish companies under 
license from Western counlries are also used. 

Polish firms generally employ from 500 to 1,500 
petSOns, although an official at one Polish machine tool 
firm noted that, in general, Polish factories employ too . 
many people. 536 The workforce is relatively 
high-skilled, and workmanship is generally good, but 
often can be inconsistent About half the workers are 
unionized, with about 60 percent belonging to the 
All-Polish Trade Unions Agreement (OPZZ) and about 

· 40 percent to Solidarity. Many machine tool builders 
have reported that there have been no labor strikes over 
.the wt few years. 537 

The Polish machine tool industry has had some 
minor layoffs, due mainly to inflation and the collapse 
of the Soviet market, but one major finn, the Ponar 
Tamobrzeg factory, recendy announced bankruptcy.538 
In late 1990, the company employed about 530 
persons, and had a production monopoly in 63-ton to 
100-ton pres8ure hydraulic presses-both in Poland 
and within CMEA as a whole. Orders from the Soviet 
Union, which accounted for 50 to 80 percent of the 
company's revenues, fell to zero beginning in early 
1990. The Polish Government unsuccessfully sought 
foreign investors to save the firm, but would not 
provide new loans for restructwing. Layoffs at the 
.firm began in February 1991 and the company went 
into bankruptcy in March, leaving workers without 
unemployment benefits or pay for previous work. 

DS Task Force on Company Assistance, Fonig11 /11vu1nw111 
OpfX!.rllutil~s /11 Polalld, January 1991, pp. 21-100. 

"6 USITC staff field interview in Poland with Mr. Andrzcj 
Pazdanowski, Sales Direc&or, Hydomll, July 5, 1991. 

531 Ibid. . 
"' "Machine Tool Factory Folds; USSR Marltet Loss", 

JPRS-EF.R-91.()91, June 25, 1991, pp. 43-46. 

Metalworking machine tools:1 Polish production; exports, Imports, and apparent consumption, 1986-90 

Ysar 

.. 1986 ............ . 
1987 ......... · ... . 
1988 ............ . 
1989 ............ . 
199C>2 ........... . 

Production Exports Imports 
Apparsnt 
consumption 

~~~~~~~~~MimondoUars;...-~~~~~~~~ 
153.5 
266.0 
320.0 
320.0 
200.0 

69.3 
98.1. 

119.1 
28.0 
27.5 

84.2 
203.9 
233.5 
.55.0. 
25.0 

168.4 
371.8 
434.4 
347.0 
197.5 

Ratio of 
imports to 
consumption 

Psrcsnt 
50.0 
54.8 
53.8 
15.9 
15.2 

1 Data include machine tools only; estimate based on fragmentary data. Data converted at 70 percent of the 
official exchange rate. 

2 Data are estimated for 1990. 
Source: Compiled from statistics from Amsrican Machinist, various editions. 
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Polish wages are relatively low, providing 
Polish-produced machine tools with a 30-percent cost 
advantage over comparable Western machine tools. !539 
In 1990, wages for skilled production averaged 
$147.00 per month and those for engineers about 
$200.00 per month.!540 Wages are paid on a piece-rate 
basis with the rate determined by quality and 
production volume and bonuses are paid for overtime. 
Over the past few years, wages in some factories have 
increased from between 20 to 60 percent, to keep pace 
with inflation. Management recognizes that the current 
pay sttucture does not provide the incentives needed to 
increase productivity and quality. ·· 

Most of the production machinery us<Xl by Polish 
machine tool builders is old and only 10 to 15 percent 
of the production machinery is under 5 years of .age. 
Many of the machine tools are manually operated. One 
company, Ponar Wroclaw, is using computer"aid~
design/computer-aided-manufacturing (CAD/CAM), 
and another company is in the process of installing a 
CAD system. 

Polish machine tools are attracting world 
recognition for their competitiveness. About 25 
percent of Polish machine tool sales are described as 
being fully competitive with Western products and 
another 35 percent is approaching world standards.S41 
A recent assessment of the Polish machine tool 
industry indicated that improvements are needed in the 
areas of design and technology, quality and reliability, 
marketing, reputation, and price competitiveness.s42 

The Polish machine tool industry is supported by 
the state-run Machine-Tool Research and Design 
Center (CBKO). The institute is working with foreign 
companies, including three U.S. companies, on 
research in the machine tool area .. Dynapath Systems 
Inc., a subsidiary of Hurco Companies Inc. and a 
builder of computer controls for machine· tools, is 

'" USITC staff field interview in Poland with Mr. Michael 
Sandersen, Analyst, Company Assistance Ltd., July 8, 1991. 

'40 Task Force on Company Assistance, Fonign /n11estmenl 
Oppt!rt1111ilies In Poland, January 1991, pp. 21·1()9. _ 

'41 USITC staff field interview in Poland with Mr. Michael 
Sanderson, Analyst, Company Assistance Ltd., July 8, 1991. 

'42 Ibid. 

Table48 

conducting collaborative research with CBKO. Dalton 
Foundries Inc., American Taccone Corp., the Polish 
machine tool builder Rafament, and CBKO, have 
formed Design_ "I:echnologies International, to conduct 
technical and. market research on certain types of 
machine tools in Po~. S43 

A number of Polish companies have already 
. formed joint ventures with Western machine tool 

builders, particularly German companies. Most of 
these arrangements are for contract production, 
supplying partially completed machine tools and 
castings to German designs and standards. In some 
instances, nearly completed machine tools are shipped 
to the joint venture partner in the West, such as to 
Germany, where computerized controls are added. 
Most Polish machine tool builders are actively seeking 
foreign partners for future invesunent and production 
arrangements. 

Romania.~ The Romanian machine tool industry 
consists of approximately 15 machine tool builders that 
employ an estimated 17 ,000 persons. Many of these 
builders operate foundries that produce castings for 
their own consumption and outside enterprises and 
some produce other kinds of heavy machinery. The 
bulk -of Romania's production is concentrated in 
cpnventional, manually-operated machines. Production 
of computerized · machine tools is limited, but 
production of these types of machines is expected to 
grow. 

Romania ranks as the largest CEE machine tool 
producer in terms of production value. Production 
increased from $307.0 million in 1986 to an estimated 
$530.7 million in 1990 {table 48). Exports accounted 
for about 25 percent of production and imports for 
about 25 percent of consumption. However, the 
country's products are riot well kn9wn in Western 
Europe, North America, or the Far EasL Romania is 
probably the most self-sufficient of CEE countries in 
terms of the range of machine tools that it produces and 
consumes. 

'"' USITC staff field interview in Poland with Mr. Adam 
Janusz Cieszewski, Director, 111d Mr. Janusz Kolodziej, Economic 
Plenipolentiary to lhe' Director, Machine-Tool Research and 
Design Center (CBKO), July 4, 1991. 

Metalworking machine tools:' Romanian production, exports, Imports, and apparent consumption, 1986-90 

Year Production Exports Imports 

Million dollar 
1986 ............. 307.0 52.0 70.8 
1987 ............. 617.8 132.9 134.5 
1988 ............. 663.8 167.9 123.3 
1989 ............. 635.1 - 160.7 118.0 
199<>2 ............ 530.7 140.6 86.5 

1 Data include machine tools only; estimate based ori fragmentary data. 
2 Data are estimated for 1990. 

Source: Compiled from statistics from American Machinist, various editions. 
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Ratio of 
Apparent imports to 
consumption consumption 

Percent 
325.8 16.9 
619.4 21.5 
619.2 25.3 
592.4 25.3 
476.6 26.5 



Data on the Romanian machine tool industry are 
limited because of Conner Romanian policies of 
pursuing national self~sufficiency and limiting its trade 
relations with Western Europe. However, the country 
has had to obtain access to foreign technology in order 
to develop its industry. Muct~ of Romania's machine 
tool production is based on foreign designs. 
Production licenses for certain machine tools have been 
obtained from Japanese, German, and Italian 

._.,producers. Because of its need to develop advanced 
. manufacturing equipment, Titan Research Institute of 
Bucharest signed a cooperation agr:eement with 
Telemecanique of France in 1990 . to produce 
computerized machine tools.544 

Government policy and the nature of 
management structure 

Government policies in the areas of taxes, 
privatiz.ation, and foreign trade liberalization appear to 
be having the greatest impact on CEE machine tool 
builders. Aside from Romania and Bulgaria, only 
firms in Poland largely depend on a Government entity 
for promoting expons. 

CEE Governments are also increasing taxes. One 
Polish machine tool producer reported that such tax 
burdens adversely affect the financial position of a 
flJlll, and that the burden may be higher than in 
Western countries. 545 The average Polish company 
faces a corporate tax rate of 40 percent of taxable 
profits, according to Polish accounting standards. 546 

Since higher taxes reduce profits, a f Ulll becomes less 
attractive to a potential foreign investor because it is 
less profitable. In 1990, Polish machine--tool firms 
began pa~nj? a turnover tax; previously, they had been 
exempted. 547 . 

Privatization programs open to foreign investment 
in Czechoslovakia and Poland have generally focused 
on industries other than the machine tool industry. 
Under Hungary's privatization program, a total of five 
machine tool companies were selected for 
privatization. 548 

Tax incentives to spur foreign investment in the 
machine tool industry have been put to use by only 
Hungary. Beginning in January 1991, tax holidays 

~ 811SiMs.r &stem EllTope, Nov. 19, 1990, p. 382. 
S4.5 USITC staff field interview in Poland wilh Mr. Andrz.ej 

Paz.danowski, Sales Director, Hydomat, July 5, 1991.NOTAG 
546 Task Fon:e on Company Assistance, Fonig11 /11vutme111 

OpP'!rtlUliliu ill Poland, January 1991, p. 10. 
. S42 USITC staff field interview in Poland wilh Mr. Adam 

Janusz Cies:zewski, Director, and Mr. Janusz Kolod7.iej, Economic 
Plenipotentiary to the Director, Machine-Tool Research and 
Des~ Center (CBKO), July 4, 1991. 

Hungary's First Privatization Programme was announced 
in mid-September 1990, allhough the Hungarian Industry Ministry 
offered a list of 53 ccmpanies for sale to foreign investors to 
Gennany's trme minister in early 1989 and included in !hat list 
were 5 machine tool ccmpanies, 2 of which showed up cxi a 
prc1iminary list of finns for privatizaticxi in Hungary's Secaid 
J>rivatizati0n Programme. The Econ<mist lnlelligenc:e Unit, 
H11111ory: COlll&lry Report, No. 2, (1989), p. 24. 

under Hungary's Foreign Investment Law of 1988 were 
made more generous and expanded to cover more 
sectors. Machine tool and metalworking equipment 

· joint ventures became eligible for a tax holiday of 100 
. percent for the first 5 years and (JO percent for the 

second 5 years, provided other conditions of the law 
are met. These are only two of the several sectors to 
which the Hungarian Government is giving priority.549 

As foreign trade regimes in the CEE countries have 
been liberalized. machine tool builders have been 
allowed to conduct their own foreign trade matters. 
For example, in Hungary most machine tools are 
exported through the Technoimpex Trading 
Corporation, a joint stock company. And in 
Czechoslovakia, Strojimport-the foreign trade 
organization representing machine tool builders-was 
privatized, with 60 percent of its shares owned by 
machine tool builders and the remainder by banks. 
Before January 1991, Strojimport was the sole exporter 
of Czechoslovakian machine tools; since then, 
however, flJlllS have been free to do their own 
exporting. Currently, about 95 percent of machine tool 
export.s continue through Strojimport, because of its 
established foreign channels of distribution and foreign 
subsidiaries. · 

In Poland, most machine tools are exported through 
Metalexpon, the state Foreign Trade Organization, 
although an increasing number of machine tool 
builders no longer rely on outside support Some 
companies have decided to reduce their costs by 
eliminating Metalexport as a middleman. Metalexpon 
was charging commissions of 2 to 7 percent and was a 
contractual partY. in most joint ventures with foreign 
machine tool builders.550 However, companies doing 
their own exporting are faced with a lack of knowledge 
about foreign customers and . poor foreign language 
skills. In many instances, builders have reported that 
Metalexport will not pass on customer lists to them. 

In con~t to the liberalization of foreign ttade in 
Hungary, Poland, and Czechoslovakia, Romanian and 
Bulgarian machine tools are exclusively exported 
through state-owned foreign trade organizations. In 
Romania, the foreign trade organization responsible for 
machine tool exports is Masinexportimport, and in 
Bulgaria it is Machinoexpon. 

Adjustment issues 
. Major impediments to CEE countries' ability to 

increase machine tool exports include rising costs of 
production ·inputs and a lack of funds to purchase 
critical components. Other significant factors include 
the low levels of investment, lack of access to 
advanced technology, and limited development of 
marketing and distribution channels. A more 
immediate bottleneck is the lack of foreign exchange to 
purchase certain imported critical components. CEE 
countries' foreign exchange reserves have decreased 

S49 FJU COlllllry Report H1111gory, No. I, 1991, pp. 10-11. "° Task Fon:e on Company Assistance, Fonig11 /11vestme111 
Opport1111iliu ill Po/JJNl, January 1991. 
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since the Soviet Union began demanding trade in hard 
currency. 

CEE machine tool builders are facing higher raw 
. material, component, and labor costs as a result of price 
and wage decontrols and increased demand for quality 
and reliable components. Machine IOOl builders also 
face additional costs due to poor workmanship in their 
factories and in the domestically produced components 
they purchase. For example, in Poland, Western 
European and Japanese components are used because 
of the inferior quality of Polish-made components. 
Polish machine tool builders have rejected many of the 
castings and forgings from Polish steel production 
facilities and foundries...--in some factories, as much as 
50 percent is defective. Castings are typically rejected 
because of poor workmanship and steel composition 
not produced to specifications.ss1 Most Polish, 
Czechoslovakian, and Hungarian builders are 
dependent on Gennan or Japanese compute~ 
controls. Domestic controls and electronics are 
unreliable or are unsuitable for export outside of 
CMEA markets.ss2 Some CEE builders are attempting 
to reduce these costs by eliminating redundant jobs and 
boosting investments in training and modem 
production equipment CEE machine tool builders ~ 
not appear to have been adversely affected by wage 
increases over the past few years. · 

During the current transition to market economies, 
inflation has substantially driven up the cost of capital. 
In Poland, machine tool builders currently have loans 
with interest rates of 30 to 50 percent. This inhibits 
firms from seeking capital for investment in new 
production machinery and plant maintenance. Machine 
tool builders in Poland, Czechoslovakia, and Hungary 
are beginning to obtain capital from foreign sources. 
For example, the Polish machine IOOl builder, Rafamet, 
has just received a $10 million loan from the World 
Bank for the purchase of a CAM system and 
computerized machine 100ls.ss3 The company ranked 
14th out of Poland's top 500 most profitable 
companies. As mentioned above, TOS Kurim of 
Czechoslovakia is going to the international financial 
markets with a bond offering to obtain capilal. 

Another concern of many CEE machine tool 
builders is their lack of established domestic and 
foreign marketing and distribution networks. Service, 
including customer training, support for applications, 
and immediate machine tool repair, is an important a 
factor in selling a machine tool. Most CEE machine 
tool companies have previously marketed and serviced 
their export products through foreign trade 
organizations.· Because foreign trade organizations 
have provided these services, machine tool builders 
have not developed the necessary relationships with 
customers.S54 

m Ibid. 
552 MMachine Tool Production Continues to Increase," 

JPRS-EE:R-90-JJJ, Aug. 1, 1990, pp. 24-26. 
553 Task Force on Company Assistance, Foreign lnvestmelll 

OpP'!rtunil~s in Poland, January 1991. 
554 MMachine Tool Production Continues to Increase", 

JPRS·EE:R-90-JJJ, Aug. 1, 1990, pp. 2S-26. 

82 

Foreign trade 

Exports of m·achine tools from CEE countries have 
largely depended upon the CMEA market, especially 
the Soviet Union and former East Germany. During 
the 1980s, the machine aool industries in CEE countries 
developed significant export markets in the Soviet 
Union and among themselves. For example, in the lale 
1980s, approximately 60 percent of Bulgaria's exports 
of machine tools and 50 percent of Czechoslovakia's 
were shipped to the Soviet Union. In 1988, 
approximately 49 percent of Soviet imports were from 
CEE countries.SSS 

Data on export markets are limited. 
Czechoslovakian exports of melal-cutting machines to 
certain CMEA partners-Soviet Union, East Gennany, 
Poland, Hungary, Romania, and Bulgaria-dipped 
from 48 percent in 1985 to 32 percent in 1989 (in 
units). Exports to the Soviet Union fell by 48 percent 
from 1985 to 1988 and by 28 percent between 1988 to 
1989. Exports to other markets rose from 1985 to 1988 
and then fell in 1989 to levels comparable to those of 
1985.556 Hungary's exports of machine tools to the 
Soviet Union accounted ·for 36 percent of its tolal in 
199().557 . 

For many machine tool producers in Hungary, 
Poland, and Czechoslovakia, Soviet customers have 
cancelled orders and failed to pay for imported 
products due to a lack of hard currency. Statistical data 
indicate that shipments to the Soviet Union continued 
in 1990 because products previously placed on order 
were finally being shipped. The leadtime on machine 
tools is usually 9 to 18 months, depending on the type 
of machine. Although shipments to the Soviet Union 
continued, CEE machine IOOl builders received few, if 
any, new orders from the Soviets in 1990. For 
example, between 1990 to mid-1991-when the 
· Tamobrzeg factory went out of business-Tamobneg 
did not receive any orders from the Soviets, even 
though they usually purchased 50 percent or more of 
the plant's production.SSS Hungary's exports to the 
Soviet Union have also fallen. In 1989, because of the 
collapse of trade with the Soviet Union Csepel lost a 
stable market for half of its production.5S9 In 1990, the 
East German market also has disappeared for CEE 
machine tool builders, although some orders placed 
under the last CMEA 5-year plan were being 
honored. 560 · 

sss William I. Kelly, ·Hugh L Shaffer, Mason H. Soule, 
George W. Simmonds, and H. Louis Rees, "The Role of Eastern 
European Machine Tools in Soviet Industry", Ba11ele, Apr. 11, 
1990~. 20-22.. 

Czechoslovak Oiamber of Commerce and Industry, Facts 
on Czechoslovak Foreign Track, 1990, p. 25. 

557 Hwigarian Central Statistical Office, SIJJtistical Yearbook 
of Ezlernal Track 1990, 1991, pp. 71-73. 

558 MMachine Tool Factory Folds; USSR Markes Loss," 
JPRS-EE:R-9UJ9J, Jwie 25, 1991, p. 44. 

559 u A Day at a Tune for Csepel," Americ1111 Macliini.rt, 
March·l991, p. 27. 

560 MNon-Gennan F"i.nns Active at East Fair", Anvrica11 
Machillist, May 1990, p. 41. 



Since January 1, 1991, trade with CMEA co~ntries 
has been C:onducted in hard currency. nus has 

· substantially reduced Soviet customers' a~ility to 
purchase machinery and reduced CEE mach1!1e tool 
builders' orders. With trade now conducted m hard 
currencies and cleared in U.S. dollars, CEE bui.lders are 
having to compete on the basis of. wm:ld p~ces. For 
Czechoslovakian builders, the -s1tuallon IS worse, 
because of a recent bilateral agreement between 
Czechoslovakia and the Soviet Union which specified 
the types of machinery and other products the Soviets 
would buy. · 

CEE machine tool producers have sought new 
markets for their products outside of former members 
of CMEA. Some have sought to guarantee production 
through manufacturing coopeiation agreements . with 
German and other. foreign producers, while also 
looking further overseas for ordei:s. New ~arkets 
include Korea, Iran, Singapore, Thailand, Algena. and 
South Africa 

OECD imports of machine tools from ~E 
countries more than doubled from 1985 to 1989, nsmg 
from $58.9 million to $142.5 million (table 49). U.S. 
imports have been negligible arid were valu~ at $8.9 
million in 1989. This is in large part due to high U.S. 
tariffs, ranging between 30 to 45 pe~nt, lt:vied on. 
machine tools from nonmarket counb'les. Smee the 
tariffs increased their prices, CEE machine tool 
builders did not have the sales and potential market to 
justify establishing marketing a~d service centers 
required for further market pene~~lUo.n .. Also, the U.~. 
market was quite distant from their pnnc1pal markets m 
the EC and CMEA countries. 

EC imports from CEE countries totaled $96.0 
million in 1989 and accounted for 68 percent of total 
OECD imports. Almost half of the EC imports were 
from Czechoslovakia ($47.6 million), followed by 
imports from Poland and Hungary. I~po~ by other 
OECD countries were also pnmardy from 
Czechoslovakia. Two major Czechoslovakian markets 
outside the EC are Austria and Switzerland. 

In contrast, OECD exports to CEE countries were 
almost three times as large as CEE exports to OECD 
countries. In 1989, CEE imports from the OECD were 
valued at $445.8 million, with imports from the EC 
accounting for 66 percent of the total (table 50). 

As mentioned previously, CEE machine tool 
producers had sizeable exports to the Soviet Union. 
Only machine tool builders from .Germ~y. Jap'.111, and 
Switzerland approach the CEE builders m machine tool 
sales to the Soviet Union and other former CMEA 
country markets. For examp~e. Polish mac~ine tool 
builders have a good reputauon and are fairly well 
established in the markets.561. Much of the trade 

: between the Soviet Union and Central and Eastern 
Europe was managed trade, however, !his pattern is 
beginning to change with the relaxauon of export 

S61 usrrc slaff field interview in Poland wilh various 
machine tool experts, July 1991. 

controls. Soviet customers are beginning to look even 
more to Gennan and Japanese machine tool vendors. 

Most Western trade and tariff barriers on machine 
tool. imports from Central and Eastern Europe have 
been lifted, with most-favored-nation (MFN) and 
Generalized System of Preferences (GSP) tariff 
treatment being recently granted to most Central and 
East European countries. CEE machine tool builders 
are taking advantage of these benefits. For example, in 
1990, $4.9 million of total U.S. imports of $5~9 million 
of machine tools from Poland entered duty-free under 
GSP; GSP imports from Hungary were valued at 
$941,000, out of total imports of $1.2 million. 

Even with these benefits, because of the recession 
in the United States and a deteriorating machine tool 
market in the EC, competition for CEE machine tool 
builders is intensifying. Although many CEE machine 
tools are price-competitive, customers are evaluating 
other aspects to purchasing machine tools, such as 
technology level, service, and training. . · 

In the short term, if the United States granted MFN 
and/or GSP tariff treatment to RQmania, 
Ciechoslovakia, and Bulgaria, the elimination of these 
tariffs would result in at least a marginal increase in 
exports. To increase exports sigriificantly and ~ompete 

· successfully in the U.S. market. prod~ers m th~se 
CEE countries will have to produce higher quality 
goods and improve their marketing skills. 

Motor-.vehicle parts 

Prepared by Adam Topolansky 

Export potential 

There is a relatively . high potential for the CEE 
motor-vehicle parts industry to export its products to 
certain foreign markets. CEE exports of parts should 
increase because of the industry's cost-competitive 
wages, skilled workforce, proximity to ·Western 
European producers of motor vehicles, adequate 
reserves of raw materials, and commitment to 
modernization and investment. 

Industry sources estimate that the CEE industry 
will grow at an average annual rate of 6 to 7 percent; 
CEE parts suppliers will not only have to meet 
expanding domestic demand, but they have also been 
preselected to supply General Motors-Opel, 
Volkswagen, Ford. Fiat, and other Western European 
producers and their affiliates. During 1989-91, 
Western firms invested about $600 million in the CEE 
industry.562 Hungary, Czechoslovakia. and Poland 
have received most of this investment; partly as a result 
of this inflow, these countries have the strongest 
potential to increase exports. 

'62 USITC staff estimatci based on a compilation of 40 
Westem-f1D1ded cooperation agn:emenu wilh CEE CXlUlllries from 
811.rinus Eastern Ewope, a Business lntemational, Inc. 
publication. 
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Table 49 
Machine tools: OECD Imports from Eastern Europe, 1985-89 

(Value in million dollars) 

U.S. imports from-
Poland ........................... . 
Czechoslovakia .................... . 
Hungary .......................... . 
Romania .......................... . 
Bulgaria .......................... . 

EC imports from-
Poland ........................... . 
Czechoslovakia .................... . 
Hungary .......................... . 
Romania .......................... . 
Bulgaria .......................... . 

Other OECD imports from-
Poland ........................... . 
Czechoslovakia .................... . 
Hungary ........ · .................. . 
Romania ........................... · 

To~~18e~D.ifn"Pc>r15 iK>ni~ · · · · · · · · · · · · · · 
Poland ........................... . 
Czechoslovakia .................... . 
Hungary .......................... . 
Romania .......................... . 
Bulgaria ........................... . 

1 Less than $50,000. 

1985 1986 

2.8 
.7 
.2· 

1.1 
(1) 

4.9 
18.0 
5.4 
4.5 
3.1 

2.6 
11.8 
2.7 

.2 

.9 

10.3 
30.5 
8.3 
5.8 
4.0. 

1.9 
.6 
.2 
.1 

(1) 

. 12.4 
36.1 
9.4 
5.0 
5.4 

6.0 
18.8 
4.6 

.9 
1.8 

20.3 
55.5 
14.2 
6.0 
7.2 

1987 1988 1989 

2.1 4.3 4.5 
.8 1.9 1.5 
.3 .4 2.9 
.7 ~:~ ~:~ (1) 

12.1 11.9 16.3 
36.1 46.7 47.6 
9.9 11.1 13.9 
4.3 5.7 9.2 
6.4 7.2 9.0 

7.9 6.9 9.7 
19.8 19.4 21.1 
5.6 3.1 3.9 

.8 .6 .6 
2.2 1.3 2.3 

22.1 23.1 30.5 
56.7 68.0 70.2 
15.8 14.6 20.7 
5.8 6.3 9.8 
8.6 8.5 11.3 

Source: U.S. Department of Commerce for U.S. imports, Nimexe data base for EC imports, and UN trade data base 
for imports from other OECD countries. 

Table SO 
Machine tools: OECD exports to Eastern Europe, 1985-89 

U.S. exports to-
Poland ........................... . 
Czechoslovakia .................... . 
Hungary .......................... . 
Romania .......................... . 
Bulgaria .......................... . 

EC exports to-
Poland ........................... . 
Czechoslovakia ..................... . 
Hungary .......................... ~ 
Romania .......................... . 
Bulgaria .......................... . 

Other OECD exports te>-
Poland ........................... . 
Czechoslovakia .................... . 
Hungary .......................... . 
Romania .......................... . 

To~~18e~D·8~Pc>r1510..:.: · · · · · · · ·. · · · · · · '. · 
Poland ........................... . 
Czechoslovakia .................... . 
Hungary .......................... . 
Romania .......................... . 
Bulgaria .......................... . 

1 Less than $50,000. 

(Value in million dollars) 

1985 1986 

2.1 
1.4 
1.5 
(1) 

2.1 

36.8 
40.1 
20.4 
5.8 

58.2 

21.6 
23.5 
8.8 
1.2 

28.9 

60.5 
65.0 
30.7 

7.0 
89.2 

1.7 
.8 
.4 
.1 

1.3 

48.2 
53.5 
27.0 
2.7 

77.1 

27.6 
40.6 
10.0 
13.4 
75.1 

77.5 
94.9 
37.4 
16.2 

153.5 . 

1987 

4.5 
.2 

1.6 
.1 

3.8 

64.8 
76.0 
35.8 

1.0 
95.2 

27.6 
43.0 
7.3 
(1) 

53.6 

96.9 
119.2 
44.7 

1.1 
152.6 

1988 1989 

2.2 4.7 
.3 .2 

3.9 4.1 
(1) 0 

1.7 .2 

85.2 96.6 
110.0 109.6 
27.5 36.8 

1.5 1.4 
79.8 48.3 

32.2 39.3 
43.8 43.3 
15.9 19.4 

.1 .1 
24.5 41.8 

119.6 140.6 
154.1 153.1 
47.3 60.3 

1.6 1.5 
106.0 90.3 

Source: U.S. Department of Commerce for U.S. exports, Nimexe data base for EC exports, and UN trade data base 
for exports from other OECD countries. 
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I ndusrry c haracrerisrics 

In order to examine the dynamics of the CEE 
motor-vehicle pans industry, the market for these 
products, the CEE motor vehicle industry, must also be 
described. Beginning in 1948, CMEA decrees 
allocated automobile, bus, truck, and pans production 
among CEE countries according to a planned industrial 
policy. The former GDR and Czechoslovakia were 
desi8nated as the principal CEE producers of 
autrimobiles and certain parts; Poland was initially 
assigned the bulk of truck production (and lalet 
compact cars) and certain parts; Hungary was chosen 
as the region's premier bus producer and top supplier 
of motor-vehicle pans to the Soviet Union; and 
Romania and Bulgaria manufactured primarily trucks. 
Thus, motor vehicleS and parts produced in CEE were 
principally uaded among CEE countries and the Soviet 
Union. 

In 1990, the CEE motor vehicle industry built an 
_ estimated 900,000 vehicles, including about 720,000 
automobiles and 180,000 commercial vehicles (trucks 
and buses). CEE industry sources estimate that CEE 
motor vehicle production capacity will exceed 1.4 
million units by the year 2000, representing an average 
annual increase of 4.5 percent.563 Other sources 
estimate that production will rise even higher.564 CEE 
officials have always considered the motor-vehicle 
parts industry as a subset of the motor vehicle·industry; 
consequently, it is difficult to estimate CEE 
motor-vehicle parts shipments. However, based on the 
current average costs of producing a motor vehicle in 
CEE (about $6,000 for an automobile and $30,000 for 
a commercial vehicle), and adjusted for imported parts, 
the CEE original-equipment (OE) parts industry is 
currently estimated to be about $5.2 billion,565 whereas 
the aftermarket, or replacement pans segment, is 
gauged at about $1.3 billion.566 Based on production 
year 1990, the CEE industry's combined OE and 
aftermarket production capacity is estimated at $7 
billion in 1991. CEE industry sources stated that, prior 
to 1991, CEE vehicle producers imported a relatively 

563 TM &st Ewopea11 Motor Industry, The Economist 
Intelli~erice Unit, Special Repon No. 1167, 1989, p. 189. 

Wanl.r ANlomotive Yearbook. 1990, p. 277. ·Other · 
estimates are auributed to Mr. Roben Eaton, Presiderit of GM 

. Eu'°m. The tocal value of pans incorporated in an average. CEE 
automobile is estimated to be 60 percent of a CEE automooile's 
tocal production cost of $6,000, or about $3,600. Since 720,000 
autmnobiles were produced in CEE during 1990, the total value 
of the pans used in manufacturing these autmnobiles was 
estimated at $2.6 billion (720,000 x $3,600). The tocal value of 
pans incorporated in an average CEE commercial vehicle, baaed 
on the 60- pen:enl rule, is $18,000 (60 percent of $30,000). Since 
180,000 commercial vehicles were produced in CEE during 1990, 

· the tocal value of pans used in manufacturing these commercial 
vdiicles is estimated at $3.2 billion (180,000 x S 18,000). During 
1990, the tocal value of the original-equipnent (OE) pans industry 
in CEE (after adjustment for imported pans) was valued to be 
about $5.2 billion (($2.6 billion for autos + $3.2 billion for 
cammercial vehicles) - $580 million imponed pans). 

'66 Since the OE pans industry generally accounts for 80 
percent of tocal pans production (the remaining 20 percent is 
aftenrwket pans), the aftcrmarket pans segment of the CEE 
indusuy was estimated at S 1.3 billion. 

small portion, less than 10 percent, of the total value of 
the original-equipment parts they used. The primary 

· sources for these imports were CMEA producers, 
. Roben Bosch Gmbh, and Fiat's captive parts 

producers. 567 

Low production costs are a major advantage for the 
CEE motor-vehicle pans industry. The average cost of 
producing a compact automobile in CEE (about 
$6,000) is approximately 25-percent below the cost of 
producing a compact car in the United States (about 
$8,000). The assembly of an automobile in CEE as 
well as the production of its parts are cost~ompetitive 
mainly because of the relatively low wage rates, 
despite the relatively high skills of the workers. Even 
after some recent wage increases, production workers 
in the CEE parts industry were compensated in the 
range of $1.50- $3.50 an hour during the first half of 
1991.568 Adjusting for paid benefits, such as 
state-subsidized· health care and lower productivity 
(about half that of Western workers), the effective 
wage rate would more than double. Even that would 
be considerably lower than the $18.86 per hour paid in 
the United States in 1990 and below the estimated 
$11.50 per hour paid in Korea in 1990. Certain 
privately owned, Western-oriented CEE firms have 
been offering higher wage rates ($3.50-$5.00) to attract 
skilled technicians, yet these producers have 
substantially reduced company-provided fringe 
benefits compared with those of larger, state-owned 
enterprises. In addition, analysts state that the CEE 
region could become a parts-sourcing center for 
Western European motor vehicle producers, and for the 
European subsidiaries of U.S. automakers, especially 
those assembling in nearby Northern Italy, Austria, and 
Germany, primarily because of geographical proximity 
and preexisting cultural and geopolitical ties.569 
Howeve~. the CEE industry is behind Western 
standards in many areas. Parts quality continues to be 
deficient, capital is scarce, and modern management 
techniques have not yet been adopted. On the other 
hand, there are signs of improvement in the CEE 
transportation infrastructure, and the CEE industry 
made some progress in the area of technology, due to 
recently relaxed COCOM expon controls to Poland, 
Hungar}', and Cuchoslovakia. 

GM, Volkswagen (VW), Fiat, and Ford already 
have a relatively significant investment position in the 
CEE automotive industry in anticipation of the likely 
restructuring of supplier relationships among 
European-based auto producers. This realignment by 
the large automakers in Western Europe will involve 
shifting some of the labor-intensive production 
activities from the high-cost Northwestern European 
region to lower~ost areas of Europe, particularly the 

. 567 USITC staff telephone interview with CEE industry 
official, Aug. 13, 1991. 

568 USITC staff telephone interview with Hungarian industry 
official, July 25, 1991. 

569 USITC staff interviews with officials of the Hwtgarian, 
Polish, and C:zechoslovak automotive pans industries, July 3-11, 
1991. 
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Iberian Peninsula, and the CEE countries. Although 
Suzuki has si~ an agreement with Hungarian 
partners to build a factory in Hungary, Japanese 
automakers have not shown significant interest in CEE. 

During 1989-91, firms from at least 11 Western 
countries committed about $3 billion to the CEE 
automotive industry. These expenditures will increase 
to $6 billion during the next 5 years, according to 
existing agreements between CEE firms and Western 
partners. The CEE parts industry has drawn about 
$600 million in current commitments. Hungarian parts 
producing facilities received about $250 million; 
Czechoslovak parts producers received about $200 
million (the BAZ ttansmission producing project alone 
amounted to $150 million); and the Polish parts 
industry obtained approximately $150 million.570 

While automotive emissions control measures will 
add to the cost of producing an automobile, the CEE 
industry might be presented with an opportunity to 
export emissions conb'ol equipment. Ford, for 
example, has recently begun construction of a plant to 
manufacture fuel injection and other emissions-related 
components in Hungary. Many of these components 
will be exported to Western Europe. Furthermore, 
industry sources state that catalytic converters could be 
manufactured competitively by the CEE industry, using 
Soviet platinum reserves and Western technology. 

At present, the CEE auto parts industry is small 
compared to the EC parts industry (figure 6). The EC 
industry supplies approximately 29 percent of the total 

'70 Compiled from Business Eastern Europe, 1990 and 1991 
weekly bulletins. 

Figure 6 

value of parts produced in the world, whereas the CEE 
industry contributes only about 2 percenL Othei
industry leaders, such as the United States and Japan, 
together produce about half of total world output of 
parts, or 28 and 24 percent of world production, 
respectively. 

Certain regional investment pauems have emerged 
in recent years in CEE. For example, Italian firms 
often invest in Poland; German companies in 
Czechoslovakia; U.S. firms in Hungary; and French 
companies in Romania. Industry characteristics for 
Czechoslovakia, Hungary, and Poland are presented in 
the sections that follow. 

Czechoslovakia.-Czechoslovakia has been the 
CEE region's leading automaker and a significant 
motor-vehicle parts supplier to the former CMEA 
countries. There are an estimated 150 to 200 parts 
producers in Czechoslovakia. Major Czechoslovak 
parts manufacturers include the following companies: 
Motor, PAL, PANP, Autopal, Autobrzdy, BAZ, Pikaz, 
and UVMV. Currently, most Czechoslovak parts 
production is captive; that is, most of the parts are 
produced by the state-owned auto companies or by 
parts producers tied to trade companies. The 
Czechoslovak industry is in traditionally 
well-developed industrial areas of Bohemia and 
Moravia Both the Skoda and the Tatra (formerly 
Laurin and Klement) automobile factories have 
developed and secured a captive original-equipment 
supplier base in those regions. Today, Skoda is made 
up of six auto and parts producing facilities employing 
about 21,000 workers. . 

Parts production by selected regions. Estimated 1990 data In billion dollars 

Sources: DOC, Boston Cons. Group, Credit Suisse, and USITC. 
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During recent years, Czechoslovak producers of 
automobile tires have exponed "Barum" brand name 
tires to more than 80 countries, including Gennany, the 
United Kingdom, France, Scandinavia, Italy, and the 
United States. Exports of Czechoslovak tires to 
Western marlcelS are expected to _ increase in the 
future.571 

l r vw has assumed an important role in restructuring 
the Czechoslovak automotive industry. The German 
automaker committed '.Significant investmenlS to the 
Skoda Works and set up a joint venture with BAZ. 
VW currently holds a 25-percent share of Skoda with 
an investment of about $325 million. By 1995, VW 
will increase its share tO 70 · percent at an .additional 
cost of $415 million. VW sources claim that. the 
German automaker is committed · to invest 
approximately $5 billion in Skoda during 1991-2000. 
The VW-BAZ plant will be primarily a motor-vehicle 
parts producing facility. An output of 350,000 gear 
boxes is planned by 1994, mainly to be exported to 
West European suppliers. Another part of the 
VW-BAZ conglomerate, however, will assemble 3,000 
Volkswagen Passat automobiles from imported kits by 
1992, with full-scale assembly of approximately 
30,000 vehicles starting in 1993. Initial capitalization 
of the joint ventlll'C is reported to oo about $35 million. 
VW sources indicate that total investment allocated to 
the BAZ facility will eventually top $600 million.572 

Hungary.-There are approximately 100 
motor-vehicle pans producers in Hungary, most of 
them closely associated with one of three major 
Hungarian vehicle suppliers, Ikanis, Csepel, and 
Rliba.573 Unlike the other CEE countries, however, 
Hungary also has a limited number of large 
quasi-independent producers, including the Taurus 
Rubber Factory (automobile tires), MGM Roller. 
Bearing Works (anlifriction bearings), Autovill 
(starters and generators}, Bakony Metal & Electrical 
Appliances Works (spark plugs, windshield wipers, 
horns, and distributors), SZIM (brake componenlS and 
valves), ISG Industrial Fittings & Machinery Works 
(front axles and transmission gears), and Budamobil 
(car bodies). There are also a growing number of small 
jobbers (retailers) and family-owned· shops 
proliferating around major industrial centers. The 
Hungarian industry employs approximately. 30,000 
workers.s74 The total value of pans produced· in 
Hungary was estimated to be clo~ to $1 . billion in 
1990. The leading Hungarian motor vehicle supplier 
has been Ilcarus, the world's largest producer and 
exporter of articulated buses. Ilcarus accounts for 20 
percent of world trade in large-capacity buses. 57S 
,; 

.. • 571 USITC staff interviews with officials of Moiokov in 

.Prague, Czechoslovakia, July 12, 1991. · 
sn Compiled from Alllomoti11e Parts /nJernational. vol..S, 

No. s
13

May 31, 1991, pp. S-6. 
s USITC staff interviews with officials of the Instiiute of 

Industrial Economics, Budapest, Hungary, July l, 1991. 
S74 Ibid. 
m USITC, Cen1ral and Ea.stun &rope: Export 

Compe1ili11enen of Major Manufacturing and Ser11icu Sectors, 
Initial rq><>rt: Phase 1, USITC investigation No: 332-308, April 
1991, P- SS. 

The Hungarian industry received more than 
one-third of Western investment in the CEE 
motor-vehicle parts industry during 1989-91. During 
this period, a great portion of ~e total U.S. investment 
in the CEE industry was allocated to Hungary. General 
Motors and its European subsidiaries (AC Rochester 
and Packard Electric) and Ford invested a total of$190 
million, or an estimated 75 percent of the total 
parts-relaied investment in Hungary.S76 

Poland.-Post-war automobile production in 
Poland began in the 1950s; however, production 

·remained at relatively low levels, only at about 20-30 
_thousand units annually. A breakthrough occurred in 
1965, when the first license agreement with Fiat was 
concluded, and Fiat has since become a major 
panicipant in the Polish automotive industry. There are 
two major Polish motor-vehicle producers, Fabryka 
Samochodow Osobowych (FSO) and Fabryka 
Samochodow Malolitrawwych (FSM). More than 100 
Polish pans suppliers produce and ship parts to FSO 
and FSM. 577 In total, there are over 300 parts 
producing firms in Poland; the industry employs 
approximately 50,000 workers. The Polish industry is 
presumed to be one of the largest in CEE, and 1990 
production of parts was estimated to be near about $2.5 
billion. Most of this output went to the Polish auto 
manufacturing industry and little was exponed. 578 

In addition to Fiat, other Western carmakers have 
also shown interest in the Polish automotive industry. 
Recently, General Motors, Hyundai, TRW, 
Saab-Scania, and Mannesmann Handel made new 

·investments in various automotive joint ventures in 
Poland. Total foreign investment in the Polish parts 
industry alone was estimated at $150 million during 
1989-91. This amount is likely to grow in the near 
future, since Fiat has indicated that its investment 
position in the Polish auto industry will increase 
significantly in the next 3 to 5 years, thereby increasing 
the likelihood of more parts production. 

Romaniti.-The Romanian industry is estimated to 
be ·comj>arable in size with the Hungarian industry, 
producing a little over $1 billion annually. Parts 
producing facilities, however, are captives of the 
state-run vehicle industry and supply primarily 
domestic producers of motor vehicles. Romania has a 
number of these vehicle- and parlS-producing facilities; 
however, the majority of the vehicles produced ·are 
exponed to other CEE or developing countries. The 
French-financed Dacia (Renault license) model is 
Romaiiia's principal automobile. Hampered by quali_ty 
problems and inadequate aftermarket parts availability, 
the production and sale of Dacias have leveled off in 
recent years. Industry sources, however, expect that 

S76 usrrc staff estimates based on a compilation of 40 
Western-funded cooperation agreements with CEE countries, from 
Business Eastern Europe, a Business lnicmational Inc. 
publication. 

sn Based on infonnation contained in The East Ewopean 
Motor lntbutry, The Economist Intelligence Unit, 1989, pp. @-72 

S78 USITC staff interview with officials of Pol-Mot, Wanaw, 
Poland, July 8, 1991. 
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another Romanian-produced vehicle, the Oltcit 
(Citroen license) will be sold in Wesiern European 
markets shonly.579 In addition, industry sources stale 
that the Romanian industry is expected to increase its 
production and export capabilities once economic 
reforms are implemented. 

Bulgaria.-The Bulgarian industry is relatively 
small compared with the parts industries of other CEE 
countries. Bulgaria's parts production facilities mainly 
export to the Soviet Union; principal parts produced 
include lighting equipment, mirrors, and filters. 
Bulgarian parts makers also supply Czech-owned 
Skoda with certain components. Rover of the United 
Kingdom and Ukranian-based Zaporozets have 
expressed inlerest in opening auto production facilities 
in Bulgaria. 580 

Government policy and nature of 
management structure 

The automotive industry in CEE began as a 
market-driven and privaaely owned industry between 
the two world wars. After 1948, it became· a 
stale-regulated industry. Political affiliation had more 
to do with the selection of managers than did technical 
and entrepreneurial skills. Prices were tightly 
conuolled by the national governments. Automotive 
invesunents were coordinaled and promoled by the 
state in accordance with the so-called 5-year plans. 

Since 1989, the CEE automotive industry has 
experienced rapid changes. A new entrepreneurial 
class has begun to take over the day-to-day 
management of motor vehicle and parts enierprises. 
During this transformation, firms are gradually being 
privatized, especially through foreign invesunent 

Adjustment issues 

Some of the major challenges facing the CEE 
motor-vehicle industry include establishing new export 
markets in the West, updating of manufacturing 
equipment, and attracting more investtnent capital. 

Financial constraints will limit the competitiveness 
of the CEE industry. Industry sources report that CEE 
parts makers are having difficulties obtaining 
commercial loans because traditional CEE legal and 
accounting practices create too many uncertainties for 
Western lenders. 

Cost competitiveness, one of the fundamental 
advantages of the CEE industry, is likely to decline in 
the coming years, as higher capital and equipment costs 
are passed on to automakers. 

Another impediment to growth of the CEE industry 
is the added cost of new environmental regulations. 
Newly inuoduced EC emissions regulations will render 
some of the products of the CEE industry obsolele. 
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Sl9 Ward's AMlomotive Yearbook, 1990, p. 278. 
,., Ibid, p. 277. 

Stricaer . em1ss1ons standards will favor new 
technologies, including sophisticated· fuel injection 
systems, lean bum engines, and the regular use of 
modem catalytic converters. · 

Foreign trade 

Until 1990, the CEE industry exported its products 
mainly to· the · CMEA countries. However, with 
CMEA's recent disintegration, it is widely anticipated 
that the preexisting trade relationships in CEE will be 
significantly reshaped in the next 3 to 5 years. 

OECD imports of parts from CEE increased at an 
average an,iual rale of 16 percent during 1985-89, from 
$205 million to $368 million (table 51). During the 
same period, OECD exports of parts to CEE increased 
at an average annual rate of 12 percent, from $337 
million in 1985 to $536 million in 1989 (see table 52). 
While OECD imports of parts from CEE increased at a 
faster rale than OECD exports to the CEE region, 
OECD countries posled trade surpluses during the 
period; during 1989, this surplus totaled $168 million, 
owing mostly to strong OECD exports of aftermarket 
parts and accessories. 

Of the CEE countries discussed, Hungary has the 
most export competitive industry. Hungary exporled 
nearly one-half of its parts production in 1990, or about 
$450 million; one-third, or about $150 million of these 
exports went to Western countries. Czechoslovak 
exports of parts were estimaled to be $500 million in 
1990, but less than one-fourth of that went to Western 
countries. Poland's intra-CMEA exports of parts 
totaled about $500 million in 1990; Polish exports of 
parts to Western countries were about $90 million in 
the same year.581 . 

According to official Hungarian statistics,S82 in 
1989 Hungary exported about 100,000 units of 
motor-vehicle parts to the world (not including tires, 
diesel engines, and balVroller bearings). In 1989, 
579,000 truck and bus tires, and 6,858 diesel engines 
were exported. Exports of bearings amounted to 7 ,000 
long tons during 1989. The combined share of these 
commodities in value terms accounted to 2.6 percent 
(about $300 million) of total Hungarian exports in 
1989. About one-sixth of those exports, or $50 
million, was shipped to the United States during 1989. 
In i990, Hungary's motor-vehicle parts exports rose an 
estimated 10 percent compared with 1989, to about 
$330 million, and its exports to the United States 
totaled about $70 million. 

Industry sources predict that the CEE countries will 
substantially increase their parts exports to Western 
Europe. Because of the recent invesunent pauerns that 
evolved in the CEE industry, the Hungarian and 
Czechoslovak parts industries appear to have the 
greatest export potential, followed closely by Poland. 

581 Trade data used for lhe CEE counuies were canpiled 
from official statistics of the U.S. Depanmenl of Commerce, 
Nimexe, and UN 1rade statistics. 

582 Statistical Yearbook of Hungary, 1989. 



Table 51 
Motor-vehicle parts: OECD Imports from Eastern Europe, 1985-89 

(Va/us in million dollars) 

1985 1986 1987 1988 1989 

U.S. imports from-
4.9. Poland ............................ 4.7 4.9 7.8 7.2 

Czechoslovakia ..................... 7.9 7.2 6.9 7.1 4.7 
Hungary ........................... 38.3 24.9 39.9 43.3 61.2 
Romania ........................... 7.5 7.7 11.4 10.5 3.3 
Bulgaria ........................... .2 0 .1 .1 .2 

EC imports from- , 
30.0 38.9 Poland ............................ 46.3 53.6 58.8 

Czechoslovakia ..................... 19.7 31.8 33.9 46.7 57.6 
Hungary ........................... 23.2 36.2 43.3 41.8 53.7 
Romania ........................... 31.4 42.5 45.9 67.2 57.7 
Bulgaria ........................... 1.9 2.1 3.7 4.2 6.0 

Other OECD imports from-
Poland ............................ 14.5 11.1 12.4 7.1 18.9 
Czechoslovakia ..................... 11.4 12.4 13.5 12.2 15.3 
Hungary ........................... 9.5 9.2 18.6 15.7 11.4 
Romania ........................... 4.6 8.4 8.9 11.5 10.8 

To~~18~~D.imporis iro~~ · · · · · · · · · · · · · · .3 .6 .5 .4 .7 

Poland ............................ 49.4 54.7 63.6 68.5 84.9 
Czechoslovakia ..................... 39.0 . 51.4 54.3 66.0 n.6 
Hungary ........................... 71.0 70.3 101.8 100.8 126.3 
Romania ........................... 43.5 58.6 66.2 89.2 71.8 
Bulgaria ........................... 2.4 2.7 4.3 4.7 6.9 

Source: U.S. Department of Commerce for U.S. imports, Nimexe data base for EC imports, and UN trade data base 
for imports from other OECD countries. 

Table52 
Motor-vehicle parts: OECD exports to Eastern Europe, 1985-89 

(Va/us in million dollars) 

1985 1986 1987 1988 1989 

U.S. exports to-
Poland ............................ 5.4 5.5 5.3 4.3 13.7 
Czechoslovakia ..................... .5 2.1 .3 2.6 1.6 
Hungary ........................... 8.9 5.9 14.8 10.1 6.3 
Romania ........................... 6.5 .5 .4 .5 .4 
Bulgaria ........................... 1.9 . 1.1 1.8 .3 .7 

EC exports to- · · 
Poland ............................ 81.9 93.1 96.2 125.8 156.9 
Czechoslovakia ..................... 30.7 47.7 54.9 93.3 84.3 
Hungary ........................... 67.6 98.2 112.3 105.6 121.2 
Romania ........................... 37.3 33.7 18.6 19.3 13.1 
Bulgaria ........................... 37.3 36.9 40.5 65.8 61.7 

Other OECD exports to-
Poland ............................. 28.3 40.8 36.5 27.8 36.1 
Czechoslovakia .............. · ....... 8.5 10.3 9.1 4.7 7.7 
Hungary ........................... 9.1 13.2 14.9 12.0 19.5 
Romania ........................... 2.9 3.8 1.6 1.9 1.2 

To~~18~~D ·9><pc>ri5 ic>-:: · · · · · · · · · · · · · · · · 10.6 12.6 11.8 8.4 11.1 

Poland ............................ 115.6 139.4 138.0 157.9 206.7 
Czechoslovakia ..................... 39.7 60.1 64.3 100.6 93.6 
Hungary ........................... 85.6· 117.3 142.0 127.7 147.0 
Romania ........................... 46.7 38.0 20.6· 21.7 14.7 
Bulgaria ........................... 49.8 50.6 54.1 74.5 73.5 

Source: U.S. Department of Commerce for U.S. exports, Nimexe data base for EC exports, and UN trade data base 
for exports to other OECD countries. 
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In 1990, preliminary data indicated that total 
estimated CEE exports of parts to OECD countries 
amounted to $400 million. In comparison, this lllllount 
represented about 1 percent of U.S. imports of parts 
from the world in 1990, which totaled about $30 billion 
during the same year. During 1990, Hungary exported 
about $135 million of parts to OECD countries, Poland 
about $95 million, Czechoslovakia about $90 million, 
Romania about $70 million, and Bulgaria $10 million. 
The United States received one-fourth of all CEE parts 
shipped to OECD countries, or about $100 million. Of 
this $100 million, Hungary exported about $75 million, 
Poland about $10 million, Czechoslovakia about $8 
million, and Romani3 about $7 million. Bulgaria's 
parts exports to the United States' were negligible.583 

Poultry 

Prepared by Doug Newman 

Export potential 
In general, CEE poultry export potential during the 

next 5 years is likely to be low. CEE poultry exports 
declined in 1989 and 1990, and this pattern is likely to 
continue in the near tenn as ·the inclustries adapt to 
changing eeonomic environments in each CEE country. 
In addition, the current economic problems in the 
Soviet Union, traditionally the primary poultry export 
market for CEE countries, have hurt CEE poultry 
exports and, consequently, hurt production. Attempts 
to redirect exports to other markets have been affected 
by declining economic conditions in these markets. 

The long-tenn potential for the CEE poultry sector 
is high. Although the CEE poultry sector generally has 
not kept pace with new technologies developed by 
Western competitors, the region has developed some 
relatively modem poultry complexes. The region also 
has some experience in exporting to world markets. 
Once the CEE region has adjusted to economic reforms 
and market-driven economies, the poultry industries 
will be likely to recover relatively quickly. In addition, 
the relaxation of foreign investment restrictions will 
further enhance the potential of the CEE poultry sector 
by attracting much needed capital and technology. 

The production capacity of the CEE poultry sector 
is currently underutilized, and production and exports 
can be increased relatively quickly. In addition, the 
capital · investment needed to expand production and 
exports is believed to .be relatively small for the CEE 
poultry sector compared with other secrors such as 
heavy industry. There is also a rising global demand 
for poultry. The prospect of eventual economic 
recovery in the Soviet Union also enhances the 
long-tenn outlook for CEE poultry exports. The CEE 
region possesses cost advantages in terms of land, 
labor, and marlCeting experience to potential 
nontraditional export markets, such as the Soviet 
Union, compared with other major world producers. 

SID Compiled from official statistics of the U.S. Department 
of Commerce, Nimexe, and UN trade statistics. 

90 

Industry characteristics 
The CEE region comprises one of the world's 

major poultry production and exporting areas. In 1990, 
the CEE countries included in this study accounted for 

· 5 percent of total world poultry meat production and 
12 percent of total world poultry meat exports.584 In 
1990, the CEE region was the world's sixth-largest 
poultry meat-producing area, trailing the United States, 
the EC, the Soviet Union, China, and Brazil. It was the 
world's third-leading poultry meat exporting area, 
trailing the EC and the United States. Clearly, the CEE 
region is a major player in the world poultry market, 
and the transformation to market economies in the 
region is expected to have major implications for this 
market. 

The poultry industries across the CEE countries 
vary in size, level of development, degree of private 
and . public sector ownership, and market emphasis. 
The industry in each country is discussed separately. 

Hungary.-The poultry industry in Hungary is the 
largest and most developed among the CEE countries 
and is the most export-oriented. Poultry production is 
concentrated in state-owned facilities. According to 
the U.S. Department of Agriculture, about 65 percent 
of poultry processing was accounted for by nine 
state-owned firms in 1990.585 In addition, there were 
16 plants owned by farms and agricultural and 
consumer cooperatives as well as 3 plants owned by 
joint-stock companies. Most of these entities are 
members of the Poultry Breeders and Producers 
Association. Hungarian poultry processing plants 
utilize modem equipment and are approved to export to 
the EC.586 According to the latest available data. the 
Hungarian poultry and egg-processing industry 
employed an average of about 16,000 workers in 
1988.587 

Total Hungarian poultry production rose from 
400,000 metric tons in 1985 to a peak of 
4 70,000 metric rons in 1987 before falling to 
426,000 metric rons in 1990, reflecting a similar trend 
in the dominant broiler sector (table 53).588 The 
wholesale value of production in 1990 was about 
$559 million.589 A variety of factors led to the decline 
in production in 1990, including rising production costs 
and shortages of feed; declining productivity because 

· * Including intra-EC trade. This share rises to 15 pen:ent, 
excluding such trade. Based on data contained in Foreign 
Agricultural Service. U.S. Department of Agriculture, WOt"ld 
Pow/la Si1110tion, April 1991. 

U.S. Department of Agriculture, Foreign Agriculture 
Service, Annual Poultry Report. Report #HU0020, U.S. F.mbassy, 
Vicnn~ June 13, 1990. JI· 6. 

ITC staff intetv1ew with Mr. Peter Foldi, Ministry of 
Agriculture, Budapest, July 2, 1991. . 

587 Hungarian Central Statistical Office. SllJtistical Yearbook, 
1988, p. 121. Data arc not separately available for poultry 
production. 

SBS Specific data arc available only for broilen and turkeys. 
A significant amount of duclts. geese, and spent laying hens an: 
also ~uc:ed and arc represented by the Mother" category. 

9 ITC staff interview with Mr. Peter Folcli, Ministry of 
Agriculture, Budapest, July 2, 1991. Value is based on liveweight 
production of 570.000 metric tons and a wholesale price of 62 
forints ($0.98) per kilogram. 



of poor feed i>uality and stagnant breeding and growing 
technology;S a slowdown in capital invesunent in 
poultry facilities because of inflation and rising interest 
rates; and declining export incentives. The Hungarian 
Ministry of Agriculture forecasts total g/ultry 
production will decline 12 percent in 1991. 1 Per 
capita conswnption of poultry in Hungary was 23.2 
kilograms in 1990, compared with 7.4 kiloi8"'s for 
beef and veal and 76.5 kilograms for pork. s 

' Data are not available on the cost structure of 
Hungarian poultry producers. However, total 
production costs are higher than those of major 
competing producers such as the United States, the EC, 
and Brazil. In 1990, production costs averaged about 
47 cents pe511J0und (liveweight basis) for the state farm 
and large cooperative sector and about 42 cents per 
pound for Small producers.S93 This compared with 
average farm production costs of about 24 cents per 
pound in the United States that year.594 The relatively 
higher production costs result mainly because of higher 
feed costs in Hungary. Feed generally accounts for 
more than two-thirds of total production costs, and feed 
costs are significantly higher in Hungary than in other 
major producing areas largely because higher-protein 
feed ingredients must be imported using hard currency, 
mainly from the United States and BraziJ.S9S In 
addition, finished feed quality is generally lower in 
Hungary compared with Western producers. This 
results in higher costs because of less effidency in feed 
conversion. 

Productivity in the Hungarian poultry industry is 
considerably lower than in the United States and the 
EC. Productivity, as measured by the feed-conversion 
ratio, is reported to be about 25-30 percent lower than 
in the EC (as of mid-1990).596 A recent Hungarian 
Government survey showed a feed conversion ratio in 
Hungary of 2.4 kilograms to produce 1 kilogram 
(liveweight) of chicken, compared with less than 
2 kilograms for U.S. producers.S9? The hatchability 

590 According to a report from the U.S. Embassy, Vienna 
(GEDES Voluntary Report HU0020, June 13, 1990), two major 
Hungarian suppliers of day-old cbicks have been influential in 
blocking competitive imports, thus limiting the quality of breeding 
and growout stock. However, this siwation may be changing, as 
one of the suppliers is reportedly forming a joint venture with a 
leading world poultry breeder (ITC staff interview with Mr. Peter 
Foldill Ministry of Agriculwre, Budapest, July 2, 1991 ). 

' I U.S. Department of Agriculwre, Foreign Agriculture 
Service, Annual Poultry Report, Report #HU1023, U.S. Embassy, 
Vienna, June 24, 1991, p. 1. · 

S92 U.S. Department of Agriculwre; Foreign Agriculwre 
Service, World Poultry Situation, April 1991; World Livestock 
Siluatio11, April 1991. · 

m ITC staff interview with Mr. Peter Foldi. Ministry of 
Agriculwre, Budapest, July 2, 1991. Costs were lower for 
smaller producers because of lower labor and overhead expenses. 

.594 U.S. Department of Agriculture, Livestock and Poultry 
'Siluatio11 and 0111/oolc Report, May 1991, p. 8. 

S9' Ibid. . 
'96 U.S. Department of Agriculwre, Foreign Agriculwre 

Service, Annual Poultry Report, Report #HU0020, U.S. Embassy, 
'Vienn~ June 13, 1990, J" 2. 

ITC staff interview with Dr. Lazlo Takacs, Deputy 
Director, Poultry Breeders and Producers Association, Budapest, 
July 1, 1991. 

rate for broiler chicks is.about 75 percentS98, and the 
death loss rate for broilers during growout is reported 
to be 8 .percent,599 both of which are high by U.S. 
standards. The relatively low productivity of 
Hungarian poultry production results from a 
combination of low quality feed, insufficient 
application of technology and management techniques, 
and lack of quality incentives. According to an official 
of the Hungarian Ministry of Agriculture, the 
Hungarian poultry industry suffered losses totaling 
700million forints (about $11 million) in 1990.600 

Availability of production inputs has been a recent 
problem for the Hungarian poultry industry. The 
current economic problems (inflation, currency 
devaluation, and hard currency shortages) caused by 
market uansformation have contributed to shortages of 
capital for growth and moderni:z.ation and feed, the 
primary material input. The major production factors, 
land, labor, and energy, are in relatively good supply. 
In addition, foreign poultry producers, mainly from the 
United States and the EC, are currently considering 
investing in the Hungarian poultry industry,Wl thus 
improving the prospects of increasing technology and 
production inputs. 

Romania.-Romania ·is the second-largest CEE 
poultry producer, although production levels exceeded 
those of Hungary · during some recent years. The 
poultry industry was targeted for growth by the 
Romanian Government during the past decade because 
of its relatively shon production cycle compared with 
other agricultural products and the desire to expon 
value-added agricultural products to repay foreign debt 
as quickly as possible.602 Romanian poultry 
production is concentrated in the state farm sector. In 
1990, approximately half of production was accounted 

· for by the state farm sector, about 43 percent by the 
cooperative sector, and the remainder by the private 
sector.603 · 

Romanian poultry production generally declined 
during 1985-89, but rebounded in 1990; production 
totaled 425,000 metric tons the latter year (table 53). 
Broilers account for the bulk of Romanian poultry 
production. The general decline in production during 
the period under review resulted mainly from reduced 
feed availability; domestic feed supplies have been 
diminished by drought conditions, and imported feed 

m U.S. Department of Agriculture, Foreign Agriculture 
Service, Annual Poultry Report, Report #HU9014, U.S. Embassy, 
Vienna, June IS, 1989, p. 2. 

m Ibid. 
600 ITC staff interview with Mr. Peter Foldi, Ministry of 

Agriculwre, Budapest, July 2, 1991. 
6Cll Address by Dr. Gyorgy Rask6, Deputy Secretary of State, 

Ministry of Agriculture, at the OECD Agrarian Seminar, The 
Ha~e April 8-13, 1991. . 

600 However, the Romanian Gopvernment prohibited poultry 
exports in 1990. See sectioo on tnde later in this sea.ion of the 
~-

603 U.S. Department of Agriculwre, Foreign Agriculture 
Service, Annual Agriculwral Siwation Report, Report #R01004, 
U.S. Embassy, Belgrade, Apr. 23, 1991, p. 2S. 
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supplies have been cunailed because of high foreign 
debt and lack of hard currency. The rebound in 1990 
production levels resulted from the high government. 
priority given to the poultry sector with respect to the 
allocation of imported feed ingredients.604 Per capita 
poultry consumption was 11.5 kilograms in 1990, 
compared with 13.0 kilo~s for beef and veal and 
32.7 kilograms for pork.6t>S 

Data are not available on the cost structure of 
Romanian poultry producers. However, major 
competing producers such as the United States, the EC, 
and Brazil are believed to benefit from lower 
production costs. Feed costs are significantly higher in 
Romania compared with o~r major producing areas 
because higher-protein feed ingredients must be 
imported using hard currency. The aforementioned 
drought further diminished feed quality and supplies. 
Finished feed quality is generally lower in Romania 
than in Western producer countries, resulting in higher 
production costs because of lower feed conversion 
efficiency. 

Productivity in the Romanian poultry industry is 
considerably lower than in the United States and the 
EC. Data are not available for the typical measure of 
productivity, the feed conversion ratio. However, the 
average live weight of broilers at the time of slaughter 
is repQrtedly quite low, less than 1 kilogram prior to 
1990.fi06 In comparison, in the United States, a live 
broiler at slaughter weighs about 4 pounds (1.8 
kilograms). As is the case in other CEE poultry 
industries, the relatively low productivity of Romanian 
poultry production results from a combination of 
low-quality feed and insufficient application of 
technology and management techniques. However, the 
feed conversion ratio in the Romanian poultry sector 
increased from 0.8 kilograms in 1989 to 1.2 kilograms 
in 1990, or by 50 percent.607 This was largely the 
result of improved feed quality and supplies. 

A shortage of production inputs has been a recent 
problem for the Romanian poultry industry. The 
current economic problems (inflation, currency 
devaluation, and hard currency shortages) caused by 
market transformation have contributed to shortages of 
capital for growth and modernization and feed, the 
primary production input The Romanian poultry 
sector relies heavily on imported feed ingredients. In 
addition, a prolonged drought has affected domestic 
feed grain supplies. Availability of other primary 
production inputs-land, labor, and energy-are in 
relatively good supply. 

Poland.-Poland, which at one time was the 
principal CEE poultry producer, is no\\'. the 
third-largest producer. The Polish Government 

6CM Ibid, 2 
6CIS U.S. ~nment of Agriculrure, Foreign Agriculture 

Service, Wori:JhuJ1ry Si1ua1ion, April 1991; World Livestock 
Situa1io11, April 1991. 

606 Ibid, e- 2 
f"11 U.S. Depanment of Agriculblre, Foreign Agriculture 

Service, Annual Poultry RTrt, Report #R01009, U.S. f.mbassy, 
Belgrade, May 9, 1991, p. . 
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embarked on a program of rapid development of the 
poultry sector in the 1970's. Poldrob, the primary 
state-owned poultry company, modernized the industry 
based mainly on model technology from the. EC. The 
development was lar$ely complete by 1980.608 
Modern equipment, mamly from Germany, is utilized 
in processing plants, which meet EC standards.609 
Polish poultrv production peaked in 1981 at 457 ,000 
metric tons.610 However, the growth in the poultry 

· sector was not matched by growth in the grain sector; 
poultry production increased 4 7 percent during 
1970-80, while grain production increased by 
7 percent 611 This required the importation of feed 
grains using scarce hard currency. In addition, the 
buildup and modernization of the poultry sector was 
financed largely by credit in the suppliers' foreign 
currencies, further straining the governm~t budget 
Beginning in 1982, the Polish Government cut back on 
grain imports and other hard currency purchases that 
cunailed the expansion of the poultry sector. The 
industry recovered somewhat in the mid 1980's, but 
contracted again in the latter part of the decade as 
economic reforms imposed adverse conditions. 

There are an estimated 1,750 broiler farms and 
about 200 turkey farms in Poland.612 The bulk of 
poultry processing is accounted for by the state sector. 
Poldrob accounts for an estimated 82 percent of 
broilermeat production, and the remainder is accounted 
for by state and collective farms and the private 
Dobriarz Farmers Union.613 · 

During 1985-90, Polish poultry production rose 
from 285,000 metric tons in 1985 to 351,000 metric 
tons in 1988 before falling to 328,000 metric tons in 
1990 {table 53). Factors contributing to the decline 
since 1988 include a shortage of high-quality feed, the 
elimination of production incentives, high interest 
rates, and a decline in domestic demand for poultry 
meat. Broilers account for the largest share of 
production, although there is substantial production of 
other poultry (mainly ducks and geese). Per capita 
consumption of poultry in Poland was 7 .9 kilograms in 
1990, compared with 20.1 kilograms for beef and veal 
and 48.8 kilograms for pork.61;{ 

Data are not available on the cost structure of 
Polish poultry producers. However, total production 
costs are higher than those of major competing 
producers such as the United States, France, and Brazil. 
Such ·costs are the highest among the CEE countries 
(about 80 cents per pound, liveweight basis)61S mainly 

(1()8 Poultry International, unpublished draft article, Wan 
Publishing Ccmpany U.K., Pctenfield, England, June 1990. 

609 ITC staff interview with officials of Poldrob, Wanaw, 
Julys 1991. 

6tb U.S. Department of Agriculture, Foreign Agriculture 
Service, Annual Poultry Report, Report #Pl..0020, U.S. Embassy, 
Wanaw, May 24, 1990, p. I. 

611 Poultry International. 
612 Poultry International. Data are not available on the 

number of duck and goose fanns. 
613 Ibid. 
614 U.S. Department of Agriculture, Foreign Agriculture 

Service, World Poultry Situation, April 1991; World Livestock 
Silua1io11, April 1991. 

615 ITC staff interview with officials of Poldrob, Warsaw, 
July S, 1991. 



significantly higher in Poland than in other major 
producing areas. This is largely due to the fact that 
higher protein feed ingredients, particularly soybean 
products, are not produced in large quantities.in Poland 
and must be imported using hard currency. Finished 
feed 'quality is generally lower in . Poland compared 
with· Western producers This results in higher oosts 
because of less efficiency in feed conversion.· In 
addition, Poland possesses a relatively cold climate 
relative to both the Western poultry-producmg nations 
and to the other CEE countries. This increases 
production costs, particularly in terms of energy. 

Productivity in the Polish poultry industry is 
considerably lower than in the United States and the 
EC .. :'Productivity, as measured by the feed-conversion 
ratio, is reported to be about 2.8 kilogram~ of feed per 
kilogram of weight gain.616 This ratio is relatively 
high by U.S. and EC standards.617 The relatively low 
productivity of Polish poultry production results from a 
combination of low quality feed, climatic 
-disadvantages, inadequate application of technology 
and management techniques, and the diversion of 
resources away from poultry toward competing red 
meats. 

A shortage of production inputs has caused 
problems for the Polish poultry industry. The current 
economic problems (inflation, currency · devaluation, 
and hard currency shortages) caused by market 
transformation have contributed to shortages of capital 
for growth and modernii.ation and feed, the primary 
production input Availability of other major 
production inputs-land, labor, and energy-are in 
relatively good supply. 

Cuchoslovakia.-Counter to the trend in the three 
largest CEE poultry producers, poultry production in 
Czechoslovakia increased during 1985-90. The 
principal government aim has been to maintain 
self-sufficiency in the poultry sector. Th~re are 12 
state-owned poultry production units and 2 related 
service units in Czechoslovakia 618 About 90 percent 
of broiler production is accounted for by state farms 
and cooperatives.619 

Czechoslovakian poultry production increased 
irregularly from 183,000 metric tons in 1985 to 
216,000 metric tons in 1989 before declining to 
211,000 metric tons in 1990 (table 53). Broilers 
acc00nted for about three-quarters of production in 
1990. Production generally increased in the face of 
poor feed availability and quality, as the demand for 
poultry is increasing in Czechoslovakia Production 
declined in 1990 mainly as the result of inadequate 
feed supplies and lower feed quality that were affected 

616 U.S. Department of Agriculture, Foreign. Agriculrurc · 
Service, Annual Poultry Repon, Repon #PUl020, U.S. Embassy, 
Wanaw, May 24, 1990, p. 2. 

6!7 The higher the ratio, the lower the productivity. 
611 U.S. Department of Agriculture, Foreign Agriculture 

Servicve, Annual Poultry Report, Report #Cll009, U.S. Embassy, 
v~ J1D1e 11, 1991, p. t. · · 

619 ITC staff interview with Mr. Kvetoslav Kosar, Research 
Institute of Animal Production, Prague, July 12, 1991. 

by drought conditions and by hard currency shortages. 
The export market for Czechoslovakian poultry 
products is relatively minor (about 5 percent of 
production annually), and production is driven by the 
domestic market. The poultry sector also benefited 
from various incentives during the period of expansion, 
including consumer price incentives that aided the 
~wth in demand. Per capita consumption ·of poultry 
m ·Czechoslovakia was 13.5 kilograms in 1990, 
compared with 29.8 kil~s for beef and veal and 
59 .1 kilograms for pork. . 

Data are not available on the cost structure of 
Czechoslovakian poultry producers. ijowever, 
production costs are higher than those of major 
competing producers such as the United States, the EC, 
and Brazil, mainly because of relatively higher feed 
cost and lower feed quality. Recent production costs 
for broilers are repQrted to be about 51 cents per pound 
(liveweight basis).621 

Productivity in the Czechoslovakian poultry 
industry is considerably lower than that 'in the United 
States and the EC, but is comparable to that in 
Hungary. The feed-conversion ratio was 2.S4 
kilo~s of feed for 1 kilogram of weight gain in 
1989,622 and the averap;e live weight at slaughter was 
about 1.7 kilograms.62'.f In poultry processing plants, 
productivity, as measured by throughput per unit of 
labor, is reportedly about 120 metric tons '(liveweight) 

~ ~~~: ~~!~~omf~f: ~!the!~'::. ~~a~ 
poultry industries, productivity is hurt by poor feed 
quality, lack of labor incentives, ·and insufficient 
application of technology and management 
techniques.625 The level of technology employed by 
the Czechoslovakian poultry processing industry is 
lower than Western standards. Electronics (such as 
computers) are not used

626
and .equipment breakdowns 

are reportedly common. · · · 

Availability of production inputs has not been as 
large a problem for the Czechoslovakian poultry 
industry as in other CEE poultry producers. This 
situation is changing, particularly in light of current 
economic reforms that are eliminating producer and 
consumer incentives. Czechoslovakia's foreign debt, 
however, is not as extensive as that in other CEE 
countries and may not pose a major constraint to 

6211 U.S. Oepanment of Agriculture,'Foreign Agriculture 
Service, World /'owltry Siluation, April 1991; World LJw.11ock. 
Silua1io11, April 1991. 

621 ITC staff interview wilh Mr. Kvetoslav Kosar, Research 
Institute of Animal Production, Prague, July 12, 1991. 

621 U.S. Depanment of Agriculture, Foreign Agriculture 
Service, USDA, FAS, Annual Poultry Repon, Report #CZI009, 
U.S. Embassy, Vienna, June 11, 1991, p. 1. . 

623 U.S. Depanment of Agriculture, Foreign Agriculture 
Service, • Annual Poultry Repon, Report #CllXXn, U.S. Embassy, 
Vienna, May 30, 1990, p. 2. 

62A ITC staff intervtew wilh Mr. Kvetoslav Kosar, Research 
Institute of Animal Production, Prague, July 12, 1991. Although 
these data are imprecise, they are representative of the relative 
position of productivity in the two coun~ries. 

625 Ibid. . 
626 rrc· staff interview wilh Mr. Kvetoslav Kosar, Research 

Institute of Animal Production, Prague, July 12, 1991. 
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necessary imported inputs during the period of market 
adjustment. . · 

Bulgaria.-Bulgaria has the smallest poultty 
industry of the CEE countries. The Bulgarian 
Government. like that of Czechoslovakia. has followed 
a policy of self-sufficiency in agriculture in general and 
has attem.pted to restrict imports while facilitating 
exports.62 · There are 14 state fanns and 4,000 private 
flocks that suptR110 processing plants in the Bulgaria 
broiler sector. Turkeys are grown on three state 
fanns as well as on an indeterminate number of private 
farms.629 

Bulgarian poultty production increased ·during 
1985-87, before stabilizing at about 170,000 metric 
tons annually (table 53). Broilers account for about 
three-quarters of production. Data are not available on 
per capita consumption of poultry in Bulgaria. 

Data are not available on the cost structure of 
Bulgarian poultty producers. However, production 
costs are believed to be higher than those in major 
competing producers such as the United States, the EC, 
and Brazil, mainly because of relatively higher feed 
cost and ·1ower feed quality. 

Government policy and nature of 
management structure 

Poultry production in CEE countries has been 
centrally controlled since the end of World War II. 
State management of the poultry sector generally has 
involved centrally mandated production and marketing 
targets, input and credit allocations, price controls, 
marketing monopolies, and incentives. 

State control has become less effective, as the 
overall agricultural sector experienced increasing 
capital invesunent and technological improvements. 
The nature and extent of state involvement has evolved 
differently in each of the CEE countries, however, as 
described below. 

Hungary.-The Hungarian poultty sector is 
subject to oversight by the Coordinating Committee for 
Agricultural Market Regulations (CCAMR). The 
CCAMR was established in January 1991 to determine 
and implement agricultural policy, including 
production, trade, and fiscal measures.630 The 
CCAMR is authorized to intervene in the domestic 
market; change export incentives; and offer export 
tenders for surplus production. In addition, the 
CCAMR may propose price changes, export/import 
license suspensions, production quotas, changes in 
tariffs, and any· other agricultural policy or legislative 
changes. However, according to an official of the 

6rt U.S. Department d Agriculture, Economic Research 
Service, GlobtJI Review of Agricull11Ta/ Policies, May 1988, p. 44. 

628 Poultry International. 
629 Ibid. 
630 U.S. Department of Agriculnire, Foreign Agriculture 

Service, , Annual Agriatltural Siblation Report, Report #HUHY.25, 
U.S. Embassy, Vienna. July 19, 1991, pp. 9-10. 
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Hungarian Ministty of Agriculture, decisions on 
poultty production have not been directly influenced by 
state planning organizations for many years.631 

,One of the m~jor i~ues facing the Hungarian 
agncultural sector, including poultry, is land reform. 
There are three primary laws addressing this issue: the 
Com~nsation Act, the Land Law, and the Cooperative 
Law. 2 The. Compensation Act, which is being 
prepared, proVIdes for the compensation of citizens 
whose property ~as expi:opriated following May 1, 
1939. Compensauon certificates will be issued to be 
redeemed for land, buildings, or shares in private 
companies. Land will be provided from either 
common land of agricultural cooperatives or from state 
agriculb.lral land that · has been designated far 
privatization. The Land Law, which has not yet been 
enacted, will provide for land valuation, 
docu!'lentation, and mapping. The Cooperative Act 
proVIdes for the restructuring of the agricultural 
cooperative system and will provide individual 
cooperatives with the option of privatization. 

Hungary has the most aggressive privatization plan 
of the CEE countries. Two types of privatization 
programs were recently introduced. Under one 
program, a finn initiates the privatization proposal to 
the State Property Agency (SPA); under the other 
program, the SPA solicits bids for groups of finns.633 
Hungary has also taken the lead among CEE countries 
:-Vith measures to allow and attract foreign 
mvestment.634 However, some impediments to foreign 
investment have been noted, particularly with respect 
to uncl~ property rights, timely approval by the SPA, 
and pnce valuation of assets. Hungary reportedly is 
attempting to privatize in excess of 30 percent of its 
gross domestic product within 3 years.635 Privatization 
in the food processing sector, including poultty, is 
proceeding more slowly than in the economy as a 
whole. Only l percent of the output of the food 
processing sector is from privately-owned fums.636 
Factors limiting privatization in this sector include low 
or negative profits, market disruptions, and uncertain 
property ownership. One promising development is 
the entry of U.S. fast food fums in the Hungarian 
market. McDonald's Corporation has opened five 
restaurants during the past 3 years and is reportedly 
planning to o~n as many as a dozen more during the 
next 2 years. 37 In addition, interest has reportedly 

631 ITC staff interview with Mr. Peter Foldi, Ministry of 
Agriculnire, Budapest. July 2, 1991. 

632 U.S. Department of Agriculnire, Foreign Agriculture 
Service, • Annual Agriculniral Siniation Report, Report #HU102S, 
U.S. Embassy, Vienna. July 19, 1991, p. 12. 

633 Bob Koopnan and Mark Lundell, "East European Reform 
Acc:elerates," Agricul111Tal 01'1/ook., U.S. Department of 
Agriculture, May 1991, p. 20. 

634 Nicholas Denton, "H1U1gary takes the lead on foreign 
investmc:nt," FUuuu:ial Tursu, May 14, 1991. 

635 Bob Koopman 111d Mark Lundell, p. 20. 
636 U.S. Department of Agriculnire, Foreign Agriculture 

Service, • Annual Agricultural Situation Report, Report #HU102S, 
U.S. Embassy, Vienna. July 19, 1991, p. 4. 

631 "McGoulash to go," The EcoflOmisl, Apr. 6, 1991. 



been expresse.d by oth~ U.S. fa5t food franchisinl 
finns, including one chicken-oriented chain.63 

Hungarian poultry officiats are hopeful that 'this 
· development will benefit the poultry ~tor, 

particularly in terms of increasini production of 
further-processed, value-added items. 39" 

::;,, Investments in the Hunganan poultry processing 
·sector benefit from tax credits;· however, th~ credits 
have been diminished. Prior to 1991, 40 peri:ent of 
infrastructure investments in poultry fanns were 
exemP-t from income tax over a period of 6 consecutive 
years.640 In 1991, this credit ·was reduced· to 
20 percent, but the eligibility was expanded to include 
technical investments in · poultry processing 
facilities.641 In addition, 50 percent of the interest paid 
on poultry processing investments is eligible to be 
withheld from income tax. · 

The Hungarian Government historitally has 
provided export incentives to poultry producers. These 
incentives were divided by . market .destination, 
depending on whether exports were to CMEA 
countries under transferable ruble accounts or to 
convertible currency destinations. The ruble account 
incentives were terminated recently with the 
dissolution of CMEA. The convertible currency 
account incentives overall were substantially loweied 
in 1991 to 35 percent (of the Free Hungarian Border 
export price) for chicken and 10 percent for other 

. poultry.642 These incentives are now subject to change 
at any time by the CCAMR. 

Since January 1991, producer prices for: poultry 
have been set by the market rather than mandated or 
guided by the Government643 However, the CCAMR 
may practice market intervention to support prices if 
necessary. 

Romania.-Agricultural reform is not as advanced 
in Romania as in the other CEE countries. 
Privatization and land reform are being phased in more 
slowly and generally on a smaller scale. The most 
radical reform to date has been the loosening of 
controlled prices and the lifting of the monopoly of · 

· state marketing. Economic reforms in Romania are 
occurring more slowly than in other CEE countries 
mainly because of the political upheaval in 1989 
associated with the ouster of the Ceausescu regime and 

. 638 Ibid. . 
639 ITC staff interview with Mr. Peter Foldi, Ministry of 

Agriculture, Budapest, July 2, 1991. . · 
640 U.S. Depanment of Agriculture, Foreign Agriculture 

Service, , Annual Poultry Repon., Report #HU1023, U.S. 
Embassy, Vienna, June 24, 1991, p. 4. 

641 U.S. Depanment of Agriculture, Foreign Agriculture 
Service, Annual Agriculnual Situation, Report #HU102S, U.S. 
Embassy Vienna, July IS, 1990, p. 11. · · 

642 U.S. Department of Agriculture, Foreign Agriculture 
Service, Annual Poultry Repon., Report #HU1023, U.S. Embassy, 
Vienna, June 24, 1991, p. S. · 

643 U.S. Department of Agriculture, Foreign Agriculture 
Service, Annual Agricultural Situation, Report #HU102S, U.S. 
Embassy Vienna, July IS, 1990, p. 8. 

644 Bob Koopnan and Marie Lundell, MEast European Reform 
Accclerales," AgricultlD'al Outlook, U.S. Depanment of 
Agriculture, May 1991, p. 21. 

the provisional nature of the successor regime that 
l~ded less certainty to the direction of economic 
reform. · However, it . is reported that one-half of 

.Romania's capital stOck will be privatized within 3 
· years of the beginniilg of reform efforts in 1990. 644 

Producer prices of agricultural commodities 
procured by the state; including' poultry, were raise.din 
February l 990:64S However, retail prices were not 
raise.d at that time and the Government resorted to 
inc~ing consumer incentives. In some cases, the 

·increase in producer prices was transacted using input 
iJlC<:Dtives ratller Wµt cash payments. On April 1, 
1991, ~e Government again raise.d producer prices and 
also raise.d retail prices. Controlled prices apply to 
state enterprises only~ Cooperatives and private 
prodllcers may Sell at higher, open market prices. This 
dual price structure likely will contribute to an eventual 
shift toward private ownership in the poultry sector.646 

The monopoly on marketing by the state was 
liberalized as well in February 1990. Private and 
cooperative producers are now allowed to sell products 
in open markets rather than to the state.647 However, 
as most poultry production is controlled by the state, 
this liberali7.ation had a limited effect on the poultry 
$Celor. 

Land -reform measures are currently being enacted 
in Romania Limited measures were taken in 1990 as a 
result of a provisional decree; a more extensive land 

.. reform law is currently being enacted.648 Current land 
reforms are . relatively limited with respect to the 
poultry sector, as they mainly affect small; private 

·household garden plots. Problems associated with land 
title and ownership are a major issue in current land 
reform efforts. 

Poland.-Although large fanns were nationalized 
following World War II, forced collectivization 
generally was unsuccessful in Poland because of 

. resistance by peasant farmers. Thus, more than 
three-quarters of Polish agricultural land remained in 
the hands of small, private farms.649 This structure led 
to an erosion in the viability of the agricultunll sector, 
as small, private farms were neglected in favor of the 
larger, state-owned farms when allocating inputs, 
financing, and incentives. The Polish Government 
began to rectify this situation. in 1981 by introducing a 
variety of programs to increase the efficiency of small 
farms. However, the inherent inefficiencies generated 

. by the small scale of the bulk of Polish farms remains a 
problem, including in the poultry sector. 

643 U.S. Department of Agriculture, Foreign Agriculture 
Service, A1111ual Agricultural Report, Report #R01004, U.S. 
Embassy, Belgrade, Apr. 23, 1991, p. 12. 

646 U.S. Departinen1 of Agriculture, Foreign Agriculture 
Service, A1111ual Poultry Report, Report #R01009, U.S. Embassy, 
Belgrade, p. 3 . 

. 647 U.S. Departmenl of Agriculwre, Foreign Agriculture 
Service, A1111ual Agricwltwral Report, Report #R01004, U.S. 
Embassy, Belgrade, Apr. 23, 1991, p. 13. · 

648 Ibid., p. 2. 
649 U.S. Department of Agriculture, Economic Research 

Service, Global Review of Agricwltwral Policies, May 1988, p. S6. 
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The Polish Government was the first of the CEE 
region to institute many elements of economic refonn, · 
precipitating an immediate impact on the poultry 
sector. Government-directed poultry feed (input) 
allocations, relatively high incentives for poultry 
production, and government-imposed meat rationing 
have been eliminated. The Government has not 
controlled poultry prices since August 1989, and 
incentives for wultry feed and meat were eliminated in 
October 1989.6SO In addition, meat rationing was 
discontinued on August l, 1989.651 Thus, the poultry 
industry is now subject almost entirely to free market 
conditions; this will likely result in at least a short-tenn 
decline in poultry demand in Poland, as consumers 
traditionally have preferred red meat (particularly 
pork). one indication of this trend is the six-percent 
decline in Polish poultry production in 1990 (table 53). 

"° U.S. Department of Agriculture, Foreign AgricullUre 
Service, , Amtual Pouluy Report, Report #Pl.0020, U.S. Emba11y, 
Wanaw, May 2.4, 1990, p. 3. 

651 Ibid. 

Table53 

The Polish Government established the Ministry of 
. Ownership Transformatiqn in July 1990 to address the 
privatii.ation of the state-owned economy.652 The 
Government recently announced a sweeping plan that 
calls for the privatization within 6 months of 400 
state-owned enterprises that represent about 
one-quarter of the country's industrial sales and 
12 percent of total 'employm~nl 653 The plan would 
organize the enterprises into 5 to 20 invesunent funds 
called National Wealth Management Funds. Every 
adult (born after January I, 1974) would be given 
ownership certificates in the· funds that account for 

· about 60 percent of the total share value. The 
remaining shares would be retained by the state and 
fund managers. Foreign invesunent in and 
management of the funds would be ·allowed. 

651 Bob Koopnan and Marte Lundell, "East European Refonn 
Accelerales," Agricultural Owtlook, U.S. Department of 
Agriculture, May 1991, p. 20. 

653 Christopher Bobinski, "Poland outlines mass privatiution 
scheme," Financial 1imu, June 28, 1991. 

Poultry: Central and Eastern Europe production, by type, 1985-90 
(Thousands of metric tons)' 

Country and type 1985 1986 1987 1988 1989 1990 

Broilers: 
Hungary ................. 340 365 400 368 330 290 
Romania ................. 355 365 330 300 290 400 
Poland ........ : ......... 150 185 192 ·210 210 180 
Czechoslovakia ........... 155 158 162 184 164 160 
Bulgaria ................. 120 127 129 129 129 129 

Total, broilers ........... 1,120 1,200 1,213 1, 191 1, 121 1,159 

Turkeys: 
Hungary ................. 4 24 26 27 29 33 
Romania ................. 23 23 21 19 18 18 
Poland .................. 8 14 15 15 15 15 
Czechoslovakia ........... 11 12 13 15 15 15 
Bulgaria ................. 5 8 8 9 9 9 

Total, turkeys ........... 51 81 83 85 86 90 

Other: 
Hungary ................. 56 56 44 70 61 103 
Romania ................. 72 67 74 51 57 7 
Poland .................. 127 133 136 126 123 133 
Czechoslovakia ........... 17 6 6 12 39 36 
Bulgaria ................. 33 32 32 32 32 32 

Total, other ............. 305 294 292 291 312 311 

Total, poultry: 
Hungary ................. 400 445 470 465 420 426 
Romania ................. 450 455 425 370 365 425 
Poland .................. 285 332 343 351 348 328 
Czechoslovakia ........... 183 176 181 211 216 211 
Bulgaria ................. 158 167 169 170 170 170 

Grand total ............. 1,476 1,575 1,588 1,567 1,519 1,560 
1 Ready-to-cook equivalent. 

Source: Foreign Agricultural Service. 
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This plan is an accelerated step in the overall goal 
of the· Government to privatize half of the 7,000 
state-owned enterprises in about 3 years. 654 How~ver, 
privatization of the poultry ~tor is proceeding slowly 
in Poland. Most farms have been privately ownoo, as 
disC~ above. About 80 percent of a~cultural land 
in Pt>land is already in private hands, easing any land 
reform concems.655 The processing and market sector 
currently is undergoing privatization; however, this 
process has not been completed. Animex, a foreign 
trade firm, was converted from state ownership to a 
limited liability stock company in 1988 and wµl be 
100-percent privatized by the fall of 1991.656 The 
relatively slow pace of privatization in the agricultural 
sector (including poultry) is the_ result of similar factors 
affecting the Hungarian market. ·namely low or 
negative profits, market disrupti°'1S, , and uncer:tain 
property ownership. . · 

Foreign trade in poultry was demonopolized by the 
Polish Government as of January 1, 1990. In the past, 
producers were required · to trade through state and 
cooperative foreign trade organizations. · The 
organizations that marketed poultry included Poldrob 
(specializing in poultry), Animex (animal p~oducts), 
and Polcoop (processed food products). These firms, 
which handled virtually all poultry trade priof to 
demonopolization, have lost market share to hundreds 

·of new trading companies.657 · However, the state 
trading companies still market the bulk of. trade, with 
Poldrob and Animex handling expons of duck . and 
goose to Germany, and Polcoop l_laildling exports· of' 
fatty livers to France and Belgium. - I111ports are 
handled by these astencies as well as by numerous 

. , li58 . small, pnvate firms. .. . . · ... 

Pressure from farm groups·has prompted the Polish 
Government to reintroduce some · relief measures, 
particularly input incentives, intervention purehases, 
and increased import duties.659 The extent and 
duration of these measures will depend . on f utllre 
economic conditions. 

C.uchoslovakia.--Czechoslovakia, more than ~y 
other CEE country, stressed industrialization at ~e 
expense of agriculture after World War II. In addition, 
the Government tolerated virtually no private 
enterprise: Czechoslovakia traditionally has exhibi~ 
the lowest share of private agricultural enterprise 
among the CEE countries under review. In 1990, the 

654 Steve Lohr, MPoland to Privatize Industry By. Giving ~e 
to All Adults," New York Timu, June 28, 1991. · 

655 Bob Koopman and Marte Lundell, MEast European Refonn 
Accdeiates," Agricllltwal 0Ntlook, U.S. Depanment of 
Agriculwre, May 1991, p. 20. · 
~ ITC staff interview with Wlodzimierz Drozdz, Deputy 

Man:J,iiig Director, Animex, Wanaw, July 8, 1991. 
U.S. Depanment of Agriculwre, Foreign Agriculture 

Service, , Annual Agriculwral Siwation, Repon #PL1010, U.S. 
Embassy, Warsaw, March 3, 1991. · · · 

658 U.S. Depanment of Agriculwre, Foreign Agriculture 
Service, , Amual Poultry Repon, Repon #PL1025, U.S. Embassy, 
Warsaw, May 29, 1991. · · · 

6S9 U.S. Depanment of Agriculwre, Foreign Agriculture 
Service, , Annual Agriculwral Siwation, Repon #PLlOlO, U.S. 
Embassy, Wanaw, p. 2. 

priv~te sector· accounted for only about 6 percent of 
total Czechoslovakian ·agricultural output and an even 

· smaller share of agricultural land ownership.660 

In the past, Czechoslovakia's agricultural policy 
stressed domestic· self-sufficiency. ·However, this 
emphasis has recently shifted to the transformation to a 

. free market economy.661 · Recent market reform efforts 
include a move towards privatization of state 

, enterprises, the initiation· of land reform, and the 
elimination of incentives and price controls. The 
Czechoslovakian poultry sector will be affected by five 
major laws that address market reforms-the Small 

. Privatization Law, the Large Privatization Law, the 
Land · Use Law, · the Law on Transformation of 
Cooperatives, and the Restitution Law. 662 The issue of 
land reform.is still controversial and is addressed under 

. several different laws. . . . 

The· Small Privatization Law provides for the 
auction of small businesses, such as restaurants and 
small retail food stores. The initial auction occurred in 
January 1991, and the privatization process likely will 
·continue for more than a year. ti63 . · . 

nie Large Privatization Law, passed on November 
1, 1990, provides for the reimbursement of assets that 
were- nationalized after February 25, 1948, by 
distributing . government stock through the issue of 
investment coupons with which stock shares can be 
purchased by the geneial public; former establishment 
owners will be issued stock shares outright li64 

· Compen5ation for confiscated land not covered under 
the L3nd Use Law is also being provided under the 
·1..arge Privatization Law, both to Conner owners and to 
current users. Compensation will be in the form of 
shares· in company stock. · State-owned · poultry 
production units ·were to be transformed into a stock 

·company as of January l, 1991.665 ·The stock is to be 
owned by the state. at f U'St but will eventually be 
distribu~ed to the private sector. · · 

The ·Land Use Law, which was enacted in April 
1991, and the Law on Transformation of Cooperatives, 

.enactedin May 1991, address the issue of land reform 
and privatization. However, land. ownership rights 
remain ambiguous under each law, and the Government 
is drafting additional legislation to further def me land 
rights.666 . . . 

- 660 Economic Research Service, U.S. Depanment of 
Agriculture, CPE Agtjculture Repon, vol. m. No. (i, 
November/DeCember 1990, p. 29. . 

&II U.S. Depanrnent of Agriculture, Foreign Agriculture 
Service, Annual Agricultwral Situation, Repon #CZlOll, U.S. 
Embassy, Vienna, July 19, 1991, p. 6. 

. 11112 Ibid. . 
663 Ibid. 

· fi64 Economic Research Service; U.S. Depariment of 
Agriculwre, CPE Agriculture Repon, vol ID, No. 6, 
November/December 1990, pp. 31-32. The c:aupan1 are valued ll 
somewhat less than the par value of the stock. 

66S U.S. Department of Agriculture, Foreign Agriculture 
Service, , Armual Poultry .Report, Repon #czaxr7, U.S. Embassy, 
Vien=: May 30, 1990, p. 2. . · , · 

Economic Research.Service, U.S. Depanment of 
Agriculture, CPE Agriculture Repon, Volume ill, No. 6, 
November/December 1990, pp. 30-31. 

97 



The Restitution Law, passed on October 2, 1990, 
pennitted the recli:fllation by private citiz.ens (ooginal 
owners and heirs) of prooerty confiscated by the state 
between 1955 and 1959.667 Property includes land as 
well as other assets such as shops. 

After joining the International Monetary Fund and 
the World Bank in 1990, the Czechoslovakian 
Government decon1rolled wholesale and retail prices 
for most food items. However, the Government still 
maintains retail price ceilings on certain food items, 
including broilers. 668 

The Czechoslovakian Government eliminated the 
state monopoly on foreign trade in 1989.669 However, 
export restrictions were reportedly introduced for 
poultry. 

Bulgarla.-The move toward a market economy 
has been difficult in Bulgaria largely because of its 
conservative socialist past. Efforts at refonn in the 
agricultural sector have been described as ''piecemeal," 
as the Government attempts to imoose relatively harsh 
measures that are unpopular. 670 Recent refonn 
measures include steps toward price liberalization, 
privati7.ation of state enterprises, land reform, and 
foreign trade liberali7.ation. 

The Bulgarian Government liberalized market 
prices for most items on February l, 1991. However, 
price ceilings were maintained for essential food 
products.671 

The Bulgarian Government issued Decree 56 on 
Economic Activity in 1989. This decree generally 
provided for the privatization of state-owned 
enterprises. However, the Government has not yet 
announced a framework for large-scale privatization 
efforts such as those in Poland and Hungary. The 
Bulgarian Government made an agreement w~th the 
International Monetary Fund in Jan~ 1991 regarding 
small-scale privati7.ation efforts.672 A substantial 
portion of the agricultural sector has reportedly been 
privatii.ed. 673 

Priv~te .ownership of land was legalized by the 
Bulgarian Government in February 1991. In addition, 
land lhat was confiscated by the Government in 1946 

6C!ll U.S. t of Agriculture, Foreign Agricullure 
6tl1 lbid.,~31. 

Service, Nwla Pollltry Report, Report #C'llOOCJ, U.S. Embassy, 
Vienna, JIDle 11, 1991, p. 4. 

669 Bob Koopman and Mark Lundell, •East European Refonn 
Accelel'lles," Agricllltwal Outlook, U.S. Department of · 

· Agriculture, May 1991, p. 20. 
670 Economic Research Service, U.S. Department of 

Agriculture, CPE Agriculture Report, vol. IV, No. 2, Much/April 
1991 r- 23. 

'ti Bob Koopman and Mark Lundell, •East European Refonn 
Accelel'lles," Agricullwal Outlook, U.S. Department of 
Agriculture, May 1991, p. 20. 

672 Bob Koopnan and Mark Lundell. •East European Refonn 
Accelel'ltes," Agricult11TOI Outlook, U.S. Department of 
Agriculture, May 1991, p. 20. 

673 Economic Resean:h Service, U.S. Department of 
Agriculture. CPE Agriculture Report, vol m, No. 6, 
November/December 1990, p. 21. 
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will either be returned to Conner owners or the owners 
will be compensated.674 

The Bulgarian Government eliminated the state 
monopoly on foreign trade in 1989. However, all 
trading transactions must be registered with the 
Government's Ministry of Foreign Economic 
Relations, and licensing may be required.675 

Adjustment issues 

The poultry industries in the CEE countries 
generally are affected by similar impediments lhat 
likely_ will limit economic growth and performance, at 
least m the short tenn. Perhaps the most prominent 
impediment is the disruption resulting from economic 
refonn measures throughout the region. The CEE 
poultry industries have been operating under 
noM18rket economic conditions for more than 40 
years, during which time modem poultry production 
technology and methods have been developed in the 
WesL Economic reform measures will cause 
distortions to established CEE industry and market 
sbUCtures and liJcely will adversely affect CEE poultry 
production and exports in the short tenn. Specific 
impediments include the unavailability of sufficient 
amount of inputs; uneven modernization within the 
industry; inadequate and decaying infrastructure; and a 
deficiency of investment capital. 

The unavailability of inputs is a particularly acute 
constraint on CEE poultry induslries. A combination 
of chronically insuffieient domestic production of feed 
ingredients, current high foreign debt, and low hard 
currency reserves that limit imports of inputs 
(including capital) have led to a general decline in 
poultry production and exports in the region, 
particularly since more radical economic ref onns were 

. introduced in 1989. Poultry feed consists primarily of 
rel~vely low-protein (about 12 percent by weight) 
grams such as com, wheat, barley and oats. To obtain 
an ideal feed protein content of about 16 percent, most 
poultry feed is supplemented by high protein additives, 
such as soybean meal, fish meal, and rapeseed meal. 
The CEE region does not produce a sufficient quantity 
of these supplements, mainly because of climate and 
tradition, and must import the bulk of their needs. The 
recent shortage of hard currency has limited such 
imports and has led to declines in poultry production 
and exports. However, CEE poultry producers may be 
able to retain hard currency earnings in the near future, 
potentially relieving this constraint. 

Another constraint is the existing structure of the 
poultry induslries throughout the CEE region, although 
this varies by country. In general, a substantial portion 
of output is accounted for by small operations that lack 
economies of siz.e. 

674 Bob Koopnan and Mark Lundell, •East European Reform 
Accelentes," Agricultwal Outlook., U.S. Depanmau of 
Agriculture, May 1991, p. 20. 

675 Ibid., p. 21. 



The infrastructure throughout the CEE regiori 
generally is not adequate to enable the various poultry 
industries to sustain domestic and export growth and 
attract foreign investment; improvements to the 
infrastructure are . limited. by current economic 
conditions. · 

The availability of capital for mvestment is limited 
by the macroeconomic disruption caused by market 
ref onns; . foreign investment capital has not 
substantially increased. 

Foreign trade 
The CEE countries constitute the world's third 

major poultry-exporting area. accounting for 12 percent 
of global exports of poultry products. The region 
comprises two distinct tiers-Hungarian and Romanian 
export levels are an order of magnitude greater than 
those of the remaining CEE oountties. This divergence 
results from various factors. including relative industry 
focus (domestic versus export). industry si:r.e, and 
internal domestic economic conditions. 

J)oultry exports ·varies by individual CEE country, 
poultry generally provided advantages over other 
agricultural items because of a relatively short 
production cycle, the rising world demand for the 
product. and its relatively high value-added nature. 
Thus, poultry was targeted in some CEE counlries for 
export development However, with the advent of 
economic reforms in the region, the environment 
affecting poultry exports is rapidly changing. One of 
the primary indicators of the ability of CEE poultry 
exports to compete in world markets will be price-in 
the past, there was virtually no link between CEE 
domestic poultry prices and the world price. Data on 
CEE poultry exports are given in table 54. 

CEE countries have been net poultry exporters for 
many years and such exports have earned the countries 
valuable hard currency. Although the emphasis on 

CEE poultry imports are minor compared with 
production and exports. Most imports consist of live 
poultry breeding stock. There is a small amount of 
inua-CEE ttade in poultry meat, and recent .internal 
price liberalizations have created a temporary market 
for increased imports of both live poultry and poultry 
meat in some CEE counlries. However, CEE poultry 
imports are not expected to account for a significant 
share of consumption. Data on CEE poultry imi>orts 
are given in table SS. CEE poultry ttade 'with OECD 
counlries is shown in tables S6 and S7. 

Table 54 
Poultry: Central and Eastern Europe exports, by type, 1985-90 

(Thousands of metric tons)' 

Country and type 1985 1986 1987 

Broilers: 

1988 1989 1990 

Hungary . . . . . . .. . . . . . . . . . 130 150 165 180 96 95 
Romania . . . . . . . . . . . . . . . . . 45 60 95 95 75 o 
Poland . . . . . . . . . . . . . . . . . . O 0 o o o 4 
Czechoslovakia . . . . . . .. .. . 20 18 15 15 1 O 1 o 
Bulgaria . . . . . . . . . .. . .. . . . 27 28 21 25 20 21 

~------------------------------------------------Tot a I, broilers . . . . . . . . . . . 222 256 296 315 201 130 
Turkeys: · 

Hungary .......... ~...... 2 22 15 17 19 22 
Romania . . . . . . . . . . . . . . . . . O O 0 o o o 
Poland . . . . . . . . . . . . . . . . . . O O o o o 2 
Czechoslovakia .. . .. . . . . . . O O o o o o 
Bulgaria . . . . . . . . . . . . . . . . . 0 0 0 0 O o 

-----------------'----------------------------------Tot a I, turkeys . . . . . . . . . . . 2 22 15 17 19 24 
Other: 

Hungary . . . . . . . . . . . . . . . . . 24 9 · 30 37 59 33 
. Romania ...... ; . . .. . . . . . . 0 O 15 30 45 30 

Poland . . . . . . . . . . . . . . . . . . 14 13 15 18 18 15 
Czechoslovakia . . . . . . . . . . . 0 0 O 0 o o 
Bulgaria . . . . . . . . . . . . . . . . . 3 1 3 5 1 0 9 

---------'------------------------------------------
Tot a I, other . . . . . . . . . . . . . 41 23 63 90 132 96 

Total, poultry: 
Hungary .. .. .. . . . .. . .. .. . 156 181 210 234 174 189 
Romania................. 45 60 110 125 120 o 
Poland .. .. .. .. . . .. .. . . .. ·14 13 15 18 18 21 
Czechoslovakia . . . . . . . . . . . 20 18 15 15 1 O 1 o 
Bulgaria . .. . . . . . . . . . . . . .. 30 29 24 3o 30 30 

~------------------------------------------------Grand total . . . . . . . . . . . . . 265 301 374 422 352 250 
1 Ready-to~k equivalent. 

Source: Foreign Agricultural Service. 
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Table 55 
Pouttry: Central and Eastern Europe Imports, by type, 1985-90 

(Thousands of metric tons)' 

Countf)' and type 1985 1986. 1987" 

Broilers: 
Hungary ................. 0 0 0 
Romania ................. 0 0 10 
Poland .................. 7 0 0 
Czechoslovakia ........... 0 0 5 
Bulgaria ................. 0 0 0 

Total, broilers ........... 7 0 15 
Turkeys: 

Hungary ................. 0 0 0 
Romania ................. 0 .o 0 
Poland .................. 0 0 0 
Czechoslovakia ........... 0 0 0 
Bulgaria ................. 0 0 ·o 

Total, turkeys 
Other: 

........... 0 0 0 

Hungary ................. 0 0 0 
Romania ................. 0 0 0 
Poland .................. 0 0 o· 
Czechoslovakia ........... 0 0 0 
Bulgaria ................. 0 0 0 

Total, other .............. 0 0 0 
Total, poultry: 

Hungary ................. 0 0 ·O 
Romania ................. 0 0 10 
Poland .................. 7 0 0 
Czechoslovakia ........... 0 0 5 
Bulgaria ................. 0 0 0 

Grand total ............. 7 0 15 
1 Ready-to-cook equivalent. 

Source: Foreign Agricultural Service. 

Table56 
Pouttry: OECD Imports from Eastern Europe, 1985-89 

{Value in thousands of dollars) 

U.S. imports from--
Poland ........................... . 
Czechoslovakia .................... . 
Hungary .......................... . 
Romania .......................... . 
Bulgaria .......................... . 

EC imports from- · · 
Poland ........................... . 
Czechoslovakia .................... . 
Hungary ......................... · .. 
Rotriania ........................... . 
Bulgaria ........................... . 

Other OECD imports from--
Poland ........................... . 
Czechoslovakia .................... . 
Hungary .......................... . 
Romania ..... ; .................... . 

To~l18~~o·i~JX;ri~ iro~ · · · · · · · · · · · · · · 
Poland ........................... . 
Czechoslovakia .................... . 
Hungary .......................... . 
Romania .......................... . 
Bulgaria .......................... . 

1985 1986 

0 
0 
1 
0 
0 

33,616 
6,258 

81,498 
7,824 
2,044 

238 
3,156 

27,435 
3,329 

19 

33,854 
9,414 

108,934 
11,153 
2,063 

0 
1 
0 
0 
1 

34,062 
8,754 

85, 121 
9,242 
4,482 

813 
6,236 

40,448 
5,294 

. 62 

34,875 
14,991 

125,569 
14,536 
4,545 

1988 1989 1990 

0 0 0 
5 5 50 
0 0 1 
5 5 5 
0 0 0 

10 10 56 

0 0 0 
0 0 0 
0. 0 0 
0 0 0 

.0 0 0 

0 0 0 

0 0 0 
·2 2 3 
0 5 0 
0 0 0 
0 ·o 0 

2 7 3 

0 0 0 
7 7 53 
0 5 1 
5 5 5 
0 0 0 

12 17 59 

1987 1988 1989 

0 0 0 
0 0 0 
0 0 0 
0 0 0 
2 0 0 

65,877 55,248 54,062 
.10,859 15,657 18,211 
106,523 146,841 166,718 
. 7,370 6,466 4,736 

4,375 6,326 9,257 

1,824 853 1,062 
10,271 5,987 4,086 
51,480 45,499 45,147 

4,429 3,645 2,886 
149 97 165 

67,701 56,101 55,124 
21, 130 21,644 22,297 

158,003 192,340 211,865 
11,799 10, 111 7,622 
4,526 6,423 9.422 

Source: U.S. Department of Commerce for U.S. imports, Nimexe data base for EC imports, and UN trade data base 
for imports from other OECD countries. 
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Table 57 
Poultry: OECD exparts to Eastern Europe, 1985-89 

· · . · (Vallis in tf1ousands of dollars) 

1985 1986 1987 1988 1989 

U.S. exports to-
·Poland ....................... · ..... . 
Czechoslovakia ............ : ....... . 
Hungary ..................... · .. : . . · 
Romania ..... : ................. · .. . 
Bulgaria ........ · ............... ,_· .. 

EC exports to- · 
Poland ........................ · .. . 
Czechoslovakia .... : .......... : . ; .. 
Hungary ................ : .......... . 
Romania ...... · ......... · .......... . 
Bulgaria . . .................... , : · .. . 

Other OECD exports to- . 
Poland : ................ ." .... : ..... . 
Czechoslovakia ............. , ..... . 
Hungary ....................... : .. . 
Romania ................... · ...... ·. 

ro~~18'E~o·0~~ri~ io~.: ··· · · · · · · ·: · · ·· · 
Poland ........................ · .... . 
Czechoslovakia ............... : ... . 

Romania ...................... · ... . 
·Bulgaria . : ............ : ....... ·. , .. 

1 
4 

11 
0 
0 

1,889 
723 
639 
393 
699 

0 
0 

159 
0 

159 

1,890 
727 
809. 
393 
699 

1 
4 

785 
0 
0 

482 
· 1,621 

638 
153 

_1,008 

0 
0 

197 
0 

197 

483 
1,625 
1,620 . 
. 153 
1,008 

1 0 2 
0 0 0 
0 234 295 
1 0 0 

34 0 0 

276 630 1,182 
1,767 1,811 2,025 

858 1,227 2,579 
275 170 283 
822 1,351 2,722 

42 114 108 
.3. 0 0 

228 637 740 
3 0 H7 

279 751 1,039 

319 744 1,292 
1,770 1,811 2,025 
1,086 2,098 3,61'4 

279 170 ··450 
859 1,351- 2,736 

Source: U.S. Department of Commerce for U.S. exports, Nimexe data base for EC exports. and UN trade data base 
for exports from other OECD c:ountrie~. · . · · ·· . · 

Inasmuch as the imponance of trade differs among 
CEE countries, the foreign trade for . each country is 
'disCussed separately. · · · · 

Hungary.-Hungary is the prominent CEE poultry 
exporter. Hungarian poultry exports were driven by the 
Soviet market for most of the past <lecade. Since an 
agreement to export poultry to this rnm,tet expired in 
1990, changes in the general trading framework 
between the Soviet Union · and the Other CMEA 
countries (including a conversion tO har<I currency 
sales and Soviet economic hardship) have severely 
restricted the Soviet market for. Hungarian J>9Ullr)'. In 
addition, Hungarian officials have indicated that U.S .. 
and EC food aid to the Soviet Union has adversely 
affected Hungarian agricultural export.S. 676 With 
respect to poultry, the Expon Enhancement Program of 
the U.S. Department of Agriculture provides expon 
incentives to U.S. poultry exporters, Targeted·markets 
include the Soviet Union and Middle Eastern countries, 
areas to which Hungary also exports j>oµItry. As a 
result of the decline in the Soviet market, l'lungary is 
attempting to expand poultry exports io other markets, 
particularly the EC, the Middle East,' and the Unite.d 
States. According to the U.S~ Department of 
Agriculture, the Hungarian poultry processing sector 
has started the approval process for expon to the U.S. · 
market. 677 . . 

676 Tun Carrington, •East Looks West and Sees Trade 
Banien," WaU Slnet JOMTnal, July 2.5,,1991. · 

6?7 Tel~oonvenation wilh an official of the Food 
Saf~ and ·on Service (FSIS), U.S. ~au of 
Agnculwre, y 22, 1991. · 

. Hungarian poultry , exports mirrored the trend in 
·. production during 1985-90 (table 54). · The share of 

production that was exponed averaged 43 percent. The 
decline in exports since 1987 was caused mainly by 
reduced purchases by the Soviet Union, traditionally 
Hungary's major p()ultry export market. Hungary has 
faced increa8ing competition in the Soviet market from 
the United States and France. In addition, Hungarian 
export incentives generally have been lowered in recent 
years, making poultry (especially broiler) exports le~ 
competitive in the world markeL Hungary's major 

. poultry export markets include the Soviet Union, the 
EC (mainly Germany and Italy), the Middle East 
(mainly Kuwait), and other CEE countries (mainly 
Romania and Yugoslavia). · 

The Hungarian poultry industry faces substantial 
barriers to exports, panicularly in the large·marketS of 
the United Srates and the EC. To expon p<)ultry to ·the 
United States, a foreign government must request an 
eligibility determination 'from the Food Safety ~ 
Inspection Service of the U.S. Department of 
Agriculture that basically certifies that the foreign 
poultry inspection system is comparable to that of the 

· U.S. system. As noted earlier,· Hungary has taken this 
. step. A country also must be certified by the U.S. 

Agricultural Plant and Health Inspection Service to be 
free of Newcastle Disease to export to the U.S. inarkeL 
Hungary. has· not been so certified. ·In addition, the U.S. 
tariff rate for poultry meat was about 6 percent ad 
valorem ·in 1990. This tariff rate presents a funher 
obstacle to Hungariari poultry exports since the U.S. 
poultry 'industry is generally consid~ the w~ld's 
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lowest cost producer, and U.S. market poultry prices 
are among the world's lowesL .. · .. 

The EC market also pre5ents substantial barriers io 
Hungarian poultry exports. Under the Common 
Agricultural Policy (CAP), EC duties on poultry 
products are relatively high (mostly 18 p_ercent ad 
valorem), and the EC imposes additional variable 
fovies on imports to protect domestic poultry prices.678 
Hungary recently received preferential tariff treatment 
in the EC for goose and duck products. 67.9- Plant 
inspection standards of EC member states must also be 
met by Hungarian .poultry exports; these standards are 
being harmonized under EC economic integration. 

· Discussions regarding the possible future accession of 
CEE countries to the EC are addressing the reformation 
of the CAP to lessen barriers to trade among the EC 
·and CEE. Hungary, along with Poland and 

· Czechoslovakia, is negotiating an ••Agreement of 
.Association" with the EC; _the negotiatioQS are 

.. expected to encounter difficulties with respect to the 
CAP.680 .. 
... ' . 

.. . ,Beginning in 1992, Hunprian exporters will be 
· able to retain hard currency export earnings. ·This is a 
result of measures taken by the National "Banlc of 

· Hungary to make the. forint convertible.681 

· · · Thete ~ :vi.rtwilly rio ~ports br poul~ products 
into Hungary except for breeding stock. 

. · ·Romania._.:.Romania is the second-leading CEE 
:,, exporter of poul(ry~. ·As diseussed aoove, the Romanian 
. 'Government.eilcouraged·the ·export of poultry products 

··as a means of repaying foreign debt relatively quiCkly. 
Romanian poulu)r exports rose from 45,000 metric tons 

·,. .. in .1985toapealrnf125;000 metric tons in· 198& before 
, falling to 120,000 metric tons in 1989. 'An export ban 

was in 'effect in.1990 (table 54). The.primary markets 
. ·:were · the· Soviet Union, other CEE; countries', the 
. Middle·East countries, Italy, and Japan.682°' The decline 

·-. .in ·exports; in 1989 occurred as the Soviet market 
, ·contracted •and domestic · economic -reforms· led to 

produCtion ·deClines.--. In addition,· the Romanian 
Government imposed an export ban in 1990 to cui'tail 
domestic unrest with respect -to food shortages. The 
ban continued in effect during 1991. . 

·: . _--, · .~om8nui i'm~rted .~3,000 metrlc·;~~s ·of ~ultry in 
-1990 (tl!~I~ 55)~ :Of this amount 26,000 metric tons 

,. were -Sourced from former .CMEA .countries; 22,000 
metric. tons from the United States -(the first~_ever· U.S. . ~ ' " . . . . . 

1 • 

-.~ • ·: . 6?8 However, Hungarian exporters ·are. eligible to receive a 
,·~rite-off C?f SO pei:c:en,t._of. the variable levy for a qu~!ity-.of. 
· expc?rts;up to a·quoca limit. (U.S. ~ent of Agnculture, 

.. Fomgn Agrioulture Servii:e, Annual Poultry Repon, Rq,<>n 
#HU~O. U.S. Embassy, ·Vienna;•June-13, 1990, p. 6): · 

679 U.S. :Depa1t1nent o,f Ag~culture, Foreign:Agriculture . 
Service, Annual Poultry Repon, Repon #HU0020, U.S. Embassy, 
Vieilna. J1n1e 13, 1990, p. 4. · : ' 

· ~"Too M1ny Friends," TM-Ei:on0mist, Aug~ 3, 1991, p. S2. 
681 U.S. Department of Agriculture, Foreign Agriculture 

Service, Annual Agricultural Situation, Report #HU102S, U.S. 
.· Embassy, Vienna, June 13, 1990; pp. 2-3. · · 

~ U.S. Department of AgriculJUre, Foreign Agriculture 
Service, Annual Poultry Repon, Report #R09010, U.S. Embassy, 
Belgrade, May 18, 1989, p. 3. 
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. 1>9ul_try . exports to Romania), and 5,000 metric tons 
from the EC. The bulk of such imports consisted of 
c~icken (broilers). 

· Bulgarla.-Bulgaria is the third-leading CEE 
poultry exporter, although exports are substantially 
below those of the two leading countries. Bulgarian 
poultry exports were stable during 1985-90 at about 
30,000 metric tons annually (table 54). 

Poland.-Although Poland is a major CEE poultry 
producer, it exports a relatively small share of its 
production. Polish exports 9f poultry ~ irregularly 
from 14,000 metric tons in 1985 to 21,000 metric tons 
in 1990 (table 54). The great bulk of Polish poultry 
exports are duck and goose . products destin·ed to 
European markets, mainly Germany. Poland is the 
world's leading exporter of goose products.683 
According to Polish poultry industry officials; there 
currently is ample excess capacity that can be used to 
increase production and exports of all . poultry 
products. 684 One example is the recent success of 
Konsopol, a private meat-processing company, in 
dev.eloping a chicken-based sausage. Konsopol is 
pursuing Saudi Arabia as an export marlcet 68S 

The possible· future accession of Poland to the EC 
ptay -provide .greater access for Polish agricultural 
exports. The Polish. Government recently requested 
that the EC eliminate CAP barriers to agricultural trade 

• ~uring the next .IO years under an ·~ment of 
. Associati.on". currently being discussed. Poland has 

not yet requested an eligibility determination. by the 
U.S. Government to certify its inspection system for 
poultry exports tO the U.S. market · · · · 

I < • ' 

Czechps,lovakia.---Czechoslovakia exports the least 
. amount of poultry among the CEE countries. The 
' Czech.oslovakian poultry. indusJey is the most domestic 
. onented ,iri 'ihe region and is .a relaqvely high~ost 
p~uceri c~~os~ovapan ,poultry exports dee.lined 
from 20;000 1;1.1eJ.Iic tons in 1985 to 10,000 metric. tons 
in 1990 (tabl~. 54). Most exports are destined to · 
Wes~rn, ~arkeis to ~ foreign exchange. · 

The Government of C~hoslovakia is expioring 
methods of increasing ·poultry exi>orts to the Soviet 
Union. Orie· option is b~ agreements directly with 

' the Soviet rep,µblican governments rather than with the 
Soviet central govemmerit.687 In addition, the 

.. Czechoslovakillri· ·Government has suggested that ihe 
u:s. agricultural"credit proposat reeently ;wproved for 
the Soviet Union include terms .for the procurement of 
agriculbil'3l products, including poultry, frOm CEE 
countries.688 . ·.. · · 

- 6113 ITC staff imCrview with officials of Poldrob, Wanaw, · · 
July S, 1991. · ' · . ' . 

684 Ibid. 
68' Shawn Tully, "Who's Who in the ~1," Fortwu, July 29, 

1991. 
6116 Christopher Bobinski, MPoland urges Brussels lO lift 

agricultural import barriers," FiNJncial Tunes, J1D1e 20, 1991. 
6ff1 ITC staff interview with oCficials of the Division of 

Agriculture•1nd Fooa and the Federal Minisuy oi .Ecaiomy, 
Pragy_e,, July 12, 1991. · 

ma Ibid. 



All.hough Czechoslovakia does not export a 
significant amount of poultry 'to I.he EC, its export. 
potential is constrained by the CAP. Czechoslovakia, 
like Hungary, and Poland, is currently negotiating an 
"Agreement of Association" for possible future 
accession to the EC.689 · Czechoslov&kia has indicated 
an interest in cooperating with the U.S. Department of 
Agriculture Food Safety and In8pection Service and 

;, Animal and Health Inspection Service to improve its 
'.(:,poultry health and sanitary system. This cooperation 
. '.'· coold eventually lead to Agriculture approval of 
:%,.Czechoslovakian poultry exports to. the U.S. mark~~ 690 

Scientific and Medical Instruments 
· · Prepared by 

Richardo Witherspoon. Christopher Johnson, and 
Linda Linlqns 

Export potential 
. The international market for scientific and medical 

. instruments is highly competitive, with U.S., Japanese, . 
and European suppliers dominating the upper end of 
the market and low-cost producers in less developed 
countries dominating the low end. This siniation is. 
likely to continue. For the most part. production of 
these products in Eastern Europe is not extensive and is 
sold domestically or in other . centrally planned 

- economies. Much of the production in these countries 
is not up to Western stand3rds or is more expensive 
than what is produced by Asian manufacturers. · 

Compared with Western, industrialized countries, 
the CEE countries are relatively competitive in terms 
of labor costs. In addition, the workforces in Hungary, 
Czechoslovakia, and Poland exhibit relatively high 

. average levels of education and 'technical training. 
Professionals holding university degrees comprise a 
significant share of the workforce. However, lower 
average labor productivity tends to offset lower labor 
costs. Productivity gains have been hampered by · 

. inefficient management structures · and insufficient · 
worker incentives as well as by lack of access to 
state-of-the-art production technology. 

Currently, there are no significant trade b~ers · 
that affect the exports of Eastern European producers 
with the exception of the lack of MFN status for 
Romania and Bulgaria In the short run, companies in 
Poland, Hungary, and· Czeehoslovakia I.hat currently · 
export to markets outside of Eastern Europe and the 
Soviet Union should be able to retain I.heir respective 
shares of th~ market A significant expansion of trade 

. :(paiticularly involving producers that currently have no 
;established markets in the Western industrialized or 
1developing countries) will likely require an infusion of 

689 Tun earru;gton, "East Looks West and Sees Trade . 
Barrien," Wall Slnet Jo11T111al, July 2S, 1991; ITC staff interview 
with officials of lhe Division of Agric:uhure and Food 1q1d lhe 
Federal Ministry of Economy, Pnigue, July 12, 1991. 

690 U.S. Department of Agriculwre, Foreign Agriculwre . 
Service, lt1UUMJI POllltry Report, Report #CZ1009, U.S. Embassy, . 
Vienna, IIDle 11, 1991, p. 3. . 

. new capital and new production technologies from 
abroad · 

I tidustry chiiracteristics 
The CEE medical instrument industry generally 

produces low-and .medium-technology goods ranging 
from x-ray apparatus to clamps, thermometers, and 
stethoscopes. Production of scientific instruments is 
more limited; it consists mainly of low- and 
medium-technology elec.trical measuring and 
controlling instruments, analytical. machines. and 
appliances, and other physical and chemical testing 
instruments. Indusuy analysts suggest that East 
Eilropean-produced scientific and medical instruments 
are often of lower quality and sophistication than those 
produCed intef1!3tionally and tend to be more expensive 
than their imported equivalents.691 However, major 
efforts by Ci.echoslovakia and Poland have resulted in 
the production of some articles that meet international 
standards (i.e., .those established by the United States 
and_ WestG~rmany) . 

Czechoslovakia, Hungary, and Poland are the 
major CEE suppliers· of scientific and medical goods. 
Trade data suggest that production of these goods in 
Bulgaria, or. Romania is quite limited. Exports from 
Romania and Bulgaria totaled less than $3 million each 
in 1989 (table 59). Czechoslovakia and Poland benefit, 
to some degree, from the application of more advanced 
technology developed for the defense industry. Some 
industty analysts . have indicated that the most 
significant products, in terms of technological 
sophistication, are lasers and direction-finding 
equipment~ Industry characteristics for all five 
~untries ~.presented in the sections that follow.692 

Bulgaria.:_Except for Albania, BUigaria has the 
l~t developed CEE medical and scientific equipment 
industries .. Most of B~lgaria's production of goods 
consists of very low-technology, commodity-type 
hospital supplies such as bandages~ tex'tile products, 
and physician utensils. · 

· " Cuchosiovalcia.-The medical instrument industr}' 
.in Czechoslovakia is highly conce~trated with a large 
portion of .medical ·equipment manufactured 0r 
distributed by · Chirana Medical · Technologies 
Enterprise.693 Chii'ana produces ~ variety of medical 
products in Prague, Brno, Bratislava, arid other cities. 
Chicana has been particularly renowned for ·its 
Complete medical systems for hospitals incorporating 
many advanced technologies. Dental equipment has 
also been a particular .area of concentration for the 
company.. Another Czechoslovak company, Tesla, 

• . ·.SI lntem~s by USITC slall' with U.S. industry officials, . 
June. 1991. . . . · · 
. · fil9l FOr lhe most part; .lhe CEE government da1a series are 
. net sufficiently disaggregated to show canparable production or 
employment daia for lhese producu. Thus, lhe following sections 
are based.primarily on anecdoul;infonnation 1q1d trade data. 

693 U.S. Department of COmrilcrce, MBusiness Contacts and 
Marltet Overview: Czechoslovakia·:...._ The Phannaceutical and · . 
Medical Equipment Industry," Medical.and Related /ndustriu in 
Eastern E""1pe, WashinglOll; DC, 1991. · · . 
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produces 'medical equipment such as electronic 
monitoring insnumentation and x-ray equipment 
Laboratory Insnuments Works in _Prague manufactures 
similar types of equipment ' 

Other scientific · and medical ·equipmen.t is 
manufactured by a number of small and medium finns .. 
Much of the equipment produced by these firms 
consists of low-technology goods such as scientific 
measuring and testing ·equipment that is not considered 
to be internationally competitive. · · However. 
Czechoslovakia has established a reputation for more. 
sophisticated insnumentation in ceruun niches. such as 
aviation insnuments and ·certain analytical equipment. 
including mass spectrometers and chrorrtatographs~ 694 

Czechoslovakia is considertd· to , have fairly 
advanced technologies and a relatively good capital 
and labor base for producing .x-ray equipment for 
medical purposes. 695 However. it remains to be seen · 
whether the country•s technologies in 11.-ray .products. 
have kept up with ·the those of other· counlries that 
specialize in this equipment such as Germany. Japan, 
and the United States. Czechoslovakia wil~ likely, need 
to acquire new technologies frOm Wesaem producers. if 
it is to advance beyond x-ray' technology into advanced 
imaging modalities such as computeriZed tomographic 
scanners· and· magnetic resOllruJce imaging. There is 
some evidence that Czech finris have already engaged 
in soine production-sharing activities with Ge~y in .. 
this area. · · · .. 

Hungary.-Hungary's medical and scientific 
equipment industry is highly- concentrated, with four · 
firms responsible for much of the production.696 . On~ 
of the firms, Qutexz, pl'04uces mostly scientific and 
laboratory equipment and is ~iated with. the 
country's academy of sciences. Qut.CX:z initially 
obtained the rights to impon equipment for the use of 
academy scientists,· and impons still constitute inost of .. 
the fmn •s ··activities. However, the company now has ' 
pelmission to expon and license scientific equipment . 
and insnuments developed by the various institutes of 
the academy. The principal medicaL. insnument 
producer, Medicare, .is owned jointly by the Hungarian 
Government and a_ German medical.firm. Other major 
producers in these induslries include a shareholding . 
firm that produces ·laboratory equipment (Labormin) 
and a cooperative .that manufactures · analytical 
equipment (Rodelkisz) .. Two smaller firms ·produce 
dental instruments and optical . equipment used for 
medical purposes. · 

Hungary produces medicitl and seientific 
instruments used for various diagnostic, therai>eutic, 
and analytical purposes. Although .such equipment . .is 
of a much lower quality an'd level of speci3lization th8n .. 
that of dev~loped counlries, the Hungarian products are 
generally much less .expensive and adequate for most 

. '." •, .. ' 
, ... ' 

694 Interviews by USITC suff with indusuy and gavernment 
offi~ if! Cuchoslo'!akia, July 1991. 

Ibid. ' . . • 
696 Interviews by USITC suff wi1h aovemmmt,and industry 

officials in Hungary, July 1991. 
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routin~ procedures and practices. ~7 About 80 .. _to 90 
percent of .the production of these induslries . is for 
domestic consumption.698 . 

Poland.-Poland has the most advanced CEE 
scientific and · medical instrument induslries. · 
Companies· spread throughout the country produce a 
large range of products including gas meters, aulrimatic 
control insnuments, eleclric measliring equipment, 
laboratory apparatus, and various surgical. dental, and 
veterinary instruments. 699 The 20 largest· firms employ 
between 300 and 1,500 employees each. One of the 
companies has been privatized and the others are 
currently: seeking privatization. 

Poland·s former Communist government provided 
the scientific equipment industry with tax and other 
incentives' to generate foreign exchange. 700 
Consequently, this industry oriented itself more to 
Western markets and became more competitive than 
producers in the other CEE countries. Many of these 
firms have remained competitive and have developed 
close tec~ological · an(I manµfacti¢ng relationships 
with producers in the West, including U.S. and EC 
firms. · · . · . . . . .. . 

Most of Poland's. producers of scientific and 
medical ,equip,ment utilize a large trading organizatiQD. . 
Mctrol)ex, to export their products to foreign markets. 
Although the. trading . company recently lost its 
mpnopoly for handling imports . and exports of such 
equipment. mQSt of the companies still use Metronex to: . 
export their goods. · .. 

Romania.-Romania's scientific .. and. medical 
. equipment induslries are among the~ ieast d~velo~ of 

the CEE countries. Thiee -firms account for. much of 
the medical ~d scientifi~ equipment · produced- ·in 
Romania. They principally produce commodity type· 
medical.~~ scientific implements and ·apparatus. : 

Government policy and natwe. of · 
management struciure 

' In genei-al. the central planning system.has res\.JtCd 
in the· production of 'a nanow ·~ge of goods.';_ In · 

. addition, product quality is often' defieient by Western · 
standards. Industry officials indicate that. change is 
um.t~rway, althoug~ inefficiencies will likely affect 
these industries for some time. 

Bulgarla.-The Bulgarian · Government still 
controls much of the production, distribution, and trade 
of medical· and scientific insnuinents. · . , - ' 

Cuchoslovakia.-Producti~n arid trade of m~i~ ·: 
ins~ments:, is organized 'by the Chirana swe"· 
Corporation.· The enterprise currently ·handles' pro: . 

fll'1 Jbid. 
•; ··. 

li9I According to the Statistical Yearboolt 1989, Hungarian . 
Central Statistical Office, production of principal commodities in . 
198g included 945 medical ll.·ray units, 19g mdullrial :i-ray unitJ,.' . 
and 539,000 electric supply meten. · Production· da1a covering all 
of the digest producu are not available. . . · · 

699 Interviews by usrrc staff with industry and govcmmenl 
officials in Pciland in July 1991. , , ' 

700 Interviews by usrrc staff with industry and government 
officials in Poland in July 1991. · 



duction, import/export. marketing, distribution, and 
research and development of medical equipment.701 

Hungary.-Although the government provides 
financing for academic and other basic research, it does 
not intervene in the pricing, allocation, or trade of 
Hungary's scientific and medical equipment industry. 

Poland.-The Polish Government has identified 
the medical equipment industry as a ~Jriority for 
attracting investment from Western firms. Investors 
in this industry are eligible for a 3-year extension of the 
usual 3-year holiday granted to foreign investors in 
Poland. . 

Romania.-Romanian producers of medical and 
scientific equipment rely principally on a government 
trading company, Ele.ctrotrade, to distribute and expon 
their products. Although companies are now allowed 
to sell directly to domestic and foreign customers, they 
may continue to use the company be.cause they lack 
marketing expertise and international contacts. 

The Romanian Governm~t previously subsidized 
imports of imponant raw material inputs used in 
producing medical and scientific equipment, though I.he 
government has now discontinued this practice. Firms 
are now r~uired to balance international payments and 
credits. 700 · 

Adjustment issues 

The most significant impediment to the production · 
of scientific and medical instruments in CEE is the 
combined lack of.technology and a shonage of capital. 
Economic austerity measures and the resulting credit 
squeeze have worsened the financial condition of the 
industry. 

Additionally, the world market for scientific 'and 
medical instruments has been highly competitive over 
the last several decades. To develop a profitable niche 
in which CEE products can compete will require 
substantial effort on the part of the c·ompanies involved 
as well as the national governments. 

Bulgaria.-Bulgaria lacks the ne.cessary research 
capacity, technological knowhow, manufacwring 
facilities, and marketi~g capabilities to establish a 
competitive medical and scientific equipment industry. 
It also lacks the skilled professionals, engineers, and 
technicians. · 

Czechoslovakia.-Czechoslovakia 's medical and 
scientific industries have been poorly organized for 
efficient production and distribution. Particularly in 
the .:medical field, there has been overproduction and 

701 U.S. Depanment of Conunerce, ~Business Cmtaas and 
Market Overview: Cuchoslovakia - The Phannaceuiical and 
Medical Equipment Industry," Medical and RelaJed lnd11Siriu in 
F.asteni &rope, Washington, DC, 1991. .. 

7m U.S. Depanment of Conunerce, uBusiness Cont,aas in . 
Poland: Medical Products and Phannaceutical Companies," · -
Medical and Relaled Industries in F.astertt Ewrope, Washington, 
oc. 1991. 

703 Interviews by USITC siaff with government and industry 
officials in Ranania, June 199 l. · 

inefficient utilization of equipment. There may be 
some potential for increasing exports if production 

. inefficiencies and resource misallocations are reduced. 

Hungary.-Although Hungary has a large number 
· of scientists and research institutions with a tradition 

for developing innovative medical and scientific 
products and prototypes, the country lacks the 
infrastructure and managerial know-how required to 
produce quality products in large quantities.704 In 
particular, expertise for organizing efficient production 
lines is lacking and capital equipment is generally 
obsolete. Hungary also has to impon many of the 
inputs required for production. 

Poland.-The Polish industry has to impon many 
of the components and materials used as inwts into the 
production of medical and scientific equipmenL 
Because of high tariffs on many of these items in the 

. past, the cost of producing these goods in Poland was 
_ higher than that for major foreign competitors. 
However, Poland recently liberalized its import regime, 
and the industry is now able to impon better quality 
inputs at world market prices. 

Foreign trade 

The Soviet Union and the EC, principally 
Germany, are the major markets for exports of 
CEE-produced scientific and medical instruments. 
Such exports to the EC rose from $20 million in 1985 
to $39 million in 1989 (table 58). Poland and Hungary 
were the dominant suppliers, accounting for an average 
of 72 percent of the total during the period. CEE 
exports to the United States totaled about $3 million in 
1989, and accounted for less l.han 1 percent of total 
U.S. imports of scientific and medical instruments 
during the period. During the last several years, CEE 
exports to the EC were the resull, in large part, of EC 
outward processing. Such items are exported from the 
EC for furl.her processing or assembly and then 
returned to the EC for consumption. Total EC imports 
of · oulward processed scientific and medical 
instruments rose from $17 million in 1985 to $130 
millio.n in 1988, of which $23 million came from CEE 
nations, J>rincipally Poland and Hungary. 

Bulgaria.-Bulgaria 's exports of medical and 
scientific· instruments are negligible and have 

·previously gone to other less developed countries. The 
best opP<>rtunity the country has lo develop an export 
industry is to attracl foreign investment in facilities for 
the assembly of commodity-type medical instruments 
and textile supplies. 

.To develop its antiquated health care infrastructure, 
the Bulgarian Government is currently encouraging 
Western investment and imports of high-quality 
medical instrumentation.705 

704 Interviews by USITC.staff with government and industry 
officials in Hungary, July 1991. · 

10s U.S. Depalunent of Commerce, uBulgaria: Medical 
Equipment," Medical and Related /nd11Stries in Eastern Ewrope, 
Washington, DC, 1991. · . 

105 



Table 58 
Scientific and medical Instruments: OECD Imports from Eastern Europe, 1985-89 

(Value in thousands of dollars) 

1985 1986 1987 1988 1989 
U.S. imports from-

983 Poland ........................... 705 1,448 1,760 1,558 
Czechoslovakia .................... 31 97 31 1 17 
Hungary .......................... 397 570 864 530 957 
Romania .......................... 33 0 155 10 0 
Bulgaria .......................... 46 22 4 119 55 

EC imports from-
5,426 8,003 8,989 Poland ........................... 11,354 12,238 

Czechoslovakia .................... 3,880 5,718 8,041 9,161 8,712 
Hungary ........................... 8,613 9,357 10,473 13,804 12,563 
Romania .......................... 1,335 2,454 1,654 2,104 2,372 
Bulgaria .......................... 562 872 1,042 2,622 2,672 

Other OECD imports from-
Poland ........................... 1,798 2,036 2,502 1,508 3,031 
Czechoslovakia .................... 2,012 1,663 2,151 1,816 1,893 
Hungary .......................... 1,011 1,483 2,005 1,570 2,453 
Romania .......................... 53 196 200 181 230 
Bulgaria .......................... 70 89 97 325 95 

Total OECD imports from-
Poland ........................... 8,207 10,744 12,939 14,622 16,827 
Czechoslovakia .................... 5,923 7,748 10,223 10,978 10,622 
Hungary .......................... 10,021 11,410 13,342 15,904 15,973 
Romania .......................... 1,421 2,650 2,009 2,295 2,602 
Bulgaria ........................... 678 983 1,143 3,066 2,822 

Source: U.S. Department of Commerce for U.S. imports, Nimexe data base for EC imports, and UN trade data base 
for imports by other OECD countries. · 

Czechoslovakia.-The Chirana trading 
organiution is attempting to increase the export 
competitiveness of C7.eehoslovak equipment, which 
now is exported to all of the current and former 
non-market states and to more than 60 nonsocialist 
countries. OECD data show exports of scientific and 
medical equipment from C7.eehoslovakia to OECD 
countries rose by 79 percent during 1985-89, to $10.6 
million {table 58). The EC was the major market for 
Cuch-made instruments and accounted for over 80 
percent of such exports in 1989. 

C7.eehoslovakia has a large number of well-trained 
technicians and scientists working in a wide range of 
areas. Although this expertise is not currently being 
utilized effectively, these professionals could 
conceivably become drivers of technological 
innovation and production in the future, which might 
lead to better export opponunities in the scientific and 
medical areas.706 · 

However, the modernization of Czechoslovak 
health services will require a temporary reduction in 
the export of medical equipment and priority given to 
domestic demand.707 Satisfying this goal also will 

706 Interviews by USITC staff with industry and government 
officials in Czechoslovakia, July 1991. · 

1rn U.S. Department of Commen:e, MBusiness Contacts and 
Market Overview: Cuchoslovakia - The Phannaoeutical and 
Medical Equipment Industry," Medical and Relaled lndwstriu in 
Eastern Europe, Washington, DC, 1991. 
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require an increase in imports of more sophisticated 
medical and scientific instrumentation from Germany, 
Japan, and the United States. 

Hungary.-OECD data show that exports of 
scientific and medical instruments by Hungary to 
OECD countries rose by 59 percent to $16 million 
during 1985-89 {table 58). However, industry sources 
in Hungary reported that scientific and medical 
instruments and equipment have been exported 
primarily to the Soviet Union and other CEMA 
countries, as well as to various underdeveloped 
countries. Exports to the Soviet· Union and CEMA 
countries, however, have greatly diminished over the 
past year and a half due to deteriorating economic 
conditions in those countries.708 

However, in an effort to improve its medical and 
scientific capabilities, Hungary imports much more 
western-produced scientific and medical equipment 
than it exports. According to OECD data, imports of 
scientific and medical goods from OECD countries 
more than doubled to $137 .5 million in 1989 {table 59). 

Poland.-Indusuy officials reported that Poland 
has exported about 40 percent of its production of 
scientific and medical equipment in past years, with a 
much higher proportion of its exports going to the EC 
and other non-CEMA regions than is the case for the 
other CEE countries. This ratio has increased to an 

708 Interviews by USITC staff with government and industry 
officials in Hungary, July 1991. 



Table 59 . 
Scientific and med lea I Instruments: OECD. exports to Eastern Europe, 1985-89 

(Value in thousands of dollars) 

1985 1986 1987 1988 1989 

U.S. exports to--
Poland ............•.............. 
Czechoslovakia ................... . 
Hungary ...................... ; .. . 
Romania ......................... . 
Bulgaria ......................... . 

EC exports to--
Poland ............... · ........... . 
Czechoslovakia .................... . 
Hungary ......................... . 
Romania ....................•..... 
Bulgaria ......................... . 

Other OECD exports to--
Poland ..................•........ 
Czechoslovakia ................... . 
Hungary ........ · ................. . 
Romania ......................... . 
Bulgaria ......................... . 

Total OECD exports to--
Poland .......................... . 
Czechoslovakia ................... . 
Hungary ......................... . 
Romania ......................... . 
Bulgaria ......................... . 

5,351 
2,574 
4,205 
2,731 
5,079 

58,386 
75,920 
46,469 
13,900 
34,943 

10,691 
9,723 

11,077 
1,680 
4,409 

74,428 
88,217 
61,751 
18,311 
44,431 

5,011 
2,848 
3,348 
2,090 
1,850 

79,014 
86,547 
60,786 
19,068 
58,576 

13,973 
12,412 
13,900 

1,395 
6,845 

97,998 
101,807 
78,034 
22,553 
67,271 

5,992 
2,670 
3,817 
1,277 
2,002 

96,982 
115,863 
71,998 
19,757 
57,176 

15,006 
14,347 
18,263 

803 
6,576 

117,980 
132,880 
94,078 
21,837 
65,754 

7,956 
5,189 
5,748 

648 
3,969 

104,019 
136,401 
82,300 
15,773 
53,259 

18,934 
24,246 
19,793 
5,766 

10,607 

130,909 
165,836 
107,841 
22,187 
67,835 

12,781 
4,858 
7,772 

650 
2,534 

121, 105 
119,438 
99,492 

9,166 
48,529 

27,826 
25,653 
30, 194 

1,624 
16,381 

161,712 
149,949 
137,458 

11,440 
67,444 

Source: U.S. Department of Commerce for U.S. exports, Nimexe data base for EC exports, and UN trade data base 
for exports from other OECD countries. 

and other non-CEMA regions than is the case for the 
other CEE countries. This ratio has increased to an 
estimated 50 percent in . the past 2 years due to a 
softening in domestic demand. The strongest areas of 
export have included electric measuring equipment and 
medium-quality analytical instruments for scientific 
and medical purposes. Such equipment has been 
exported to Germany, the United Kingdom, 
Czechoslovakia, and Southeast Asia.7® OECD data 
show that exports of scientific and medical instruments 
by Poland to OECD countries increased steadily during 
1985-89, to $16.8 million in 1989 (table 58). Export 
data reported by the Polish Government also show a 
43-percent increase in total exports of such goods, from 

. $37 million in 1986 to $53 million in 1989.110 

Romania.-About 40 percent of total Romanian 
production of medical and scientific instruments has 
been exported in recent years, mostly to other CEE 
countries and less developed countries in Africa and 
Asia Due to the lower quality of the Romanian-made 
p,roducts, these industries have not been very successful 

. ?OJ Interviews by usrrc Slaff with industry officials in 
Poland in July 1991. These estimates cover the top 20 producers 
within Poland and may not ac:cunuely rq>resent trade pauems for 
the entire Polish industry. 

no Calculated from statistics supplied by Govenunent of 
Poland and period average exchange rates ccmpiled by the 
International Monetary FIUld. 

in marketing their products in more sophisticated 
markets such as Europe or the United States. Exports 
of medical and scientific equipment have decreased 
dramatically in the past year due in part to the shift to 
dollar-denominated trade among former CEMA 

·countries, which has caused Romania's sales to major 
customers in former East Germany and the USSR to 
fal1.111. 

As the Romanian Government has attempted to 
modernize its antiquated health care infrastructure in 
recent months, 'it has increased its imports of higher 
quality foreign equipment Last year the Government 
announced its intention to allocate $75 million for 
imports of medical equipment and pharmaceuticals . 
Because of urgent domestic needs, imports appear to be 
more of an overriding concern to the Government than 
promoting exports at the present time.71 2 

Romania's best potential for developing its medical 
and scientific equipment industry lies in attracting 
foreign investment by firms that wish to use Romania's 
relatively skilled but low-cost labor to assemble 
medical and scientific equipment in that country.713 

711 Interviews by USITC staff with government and industry 
officials in Romania, June 199 l. 

112 U.S. Department of Commerce, MRomania: Medical 
Equipment and Supplies," Medical and Related /Nbutr~s in 
Eastern Ewop11, Washington, DC, 1991. 

713 Interviews by usrrc staff with government and industry 
officials in Romania, June 1991. 
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Steel 

Prepared by 
Laszlo Boszormenyi, Karen Laney-Cummings. and 

Charles Yost 

Export potential 

While CEE steelmakers have demonsttated a 
certain amount of success in marketing steel ID 
non-CMEA countries, there are a number of structural 
problems that may hinder any significant increase in 
exports, and, in fact, may result in a reduction in 
exports. The success that CEE countri~ ha~e had_ in 
exporting in the past was under a regime m which 
prices and cos~ were ~ged by g~v~menlal 
authorities, making comparabve analysIS difficult. 
Input prices are reportedly rising ID levels paid in most 
Western countries and are payable in hard currency. As 
discussed below, the industry also has ID contend with 
relatively low productivity and equipment that is not as 
efficient as that used in most Western countries. Rising 
labor costs would therefore adversely affect the 
industries' competitiveness. Moreover, the industries 
are reportedly far from meeting the types of pollution 
control standards in force in Western countries, the cost 
of which could be significanL In addition, the 
availability of critical raw materials used in 
steelmaking is in question, at least in the short term, in 
light of the events in the Soviet Union, a major 
supplier. While the economics for exporting may not 
be favorable, governments may, however, choose ID 
support exports as a means to generate hard 
currency.714 

Trade statistics indicate that CEE countries 
exported over half of their combined exports:•s 
(including intraregional trade) ID non-CMEA counb'les 
in 1989. While the primary destination was Western 
Europe, substantial 1Dnnages were also shipped ID the 
Middle East and Asia (including Japan). Much of the 
steel exported appears ID have com.firised less 
sophisticated commodity grade products 16 that are 
sold in highly price-competitive markets. The potential 
to export higher value flat-rolled (e.g., sheet and strip) 
products, used in critical aulDmotive and machinery 
applications appears ID be limited, as the CEE 
producers reportedly are not able to compete 
effectively with other producers on the basis of 
melallurgical precision, dimensional and shape 
tolerances, surface quality, and presentation and 
packaging.717 

714 For example, most capital expenditure plans will 
apparently have to be realiud with hard currency. (Warren L. 
Devere!. MDalDlting times ahead for East Bloc Steel," Mela/ 
Bulletin Mon1hly, April 1990, p. 18.) 

7U Excluding Romania, for which data are not available from 
the sources used. 

716 Commodity grade (f?r cxin_une~ qu~tr) p~cu are. 
products designed for uses tn which wide vanauons m mecharucal 
and chemical p~rties are accepuble. 

717 Deverel, Daunting times," p. 18. 
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The ability of the steel industries in CEE countries 
ID improve their competitive position in the short run 
appears to be limited. According to industry experts, 
these countries will need ID invest approximately $30 
ID $60 billion or more during 1990-2000718 to bring 
productivity, quality, and environmenlal standards ID 
Western levels. Industry officials estimate that 
approximately 25 percent of CEE steelmaking and 
finishing facilities would need to be closed. 719 
Estimates of the magnitude of needed invesunent 
suggest that the countries will have to be selective in 
their investments, and that pressures to close the least 
efficient mills will be strong. 

In the short term, the ability of the CEE countries 
to increase exports will undoubtedly be affected by 
conditions in the global steel market. During the late 
1980s, world consumption was relatively strong. 
Markets in the EC and the United States weakened 
during 1990 and 1991, however, which could diminish 
export opportunities or diminish the prices for steel 
exports in the short term. Moreover, opportunities 
could well be affected by steel ttade policies of OECD 
countries. Both the United States, which has been a 
relatively small export market for CEE countries, and 
the EC have maintained import restraints. While both 
have indicated their intention ID liberalize their quota 
programs overall, and with regard to the CEE countries 
specifically, it is not yet clear how far such 
libetalization will go. The CEE countries, however, 
have not filled their restraint limits to either the EC or 
the United States in recent years. 

Industry characteristics 
Following World War II, the steel industry was 

viewed by many industrialized countries as critical ID 
both national security and economic growth. Its 
importance reflected not only the volume of steel that 
was consumed, but also its diverse use in military 
armaments, machinery and equipment, containers, 
transportation equipment, and construction. While 
steel's relative importance has declined over time in 
most industrialized countries, it remains one of the 
most important materials. Reflecting an hislDric 
emphasis, steel remains an important seclDr in CEE 
countries. For example, the industry employed 
approximately 500,000 workers in 1990,720 which 
represented more than 3 percent of the industrial 
workforce in four of the five countries.721 

Structure.-The steel industry encompasses 
integrated companies that process raw materials, such 
as iron ore and coal, inlD steel, and other companies 
that process and refine scrap melal inlD steel products. 
Steel produced via the integrated process accounts for 

111 Annual Repon of the Secretary General Lenhard J. 
Holschuh to the Twenty Founh Annual Conference of the 
International Iron and Steel Institute, Sydney, Australia, Oa. 7-10, 
·~pp. 11-12. . 

1 ~ Holschuh, Annual Report, p. 11. 
720 International Labor Organization, unpublished statistics. 
721 The ratio was lowest in Bulgaria with 2.6 percent of 

industrial worken employed by the iron and steel industry; 
Czechoslovakia had the highest proportion with 4.4 pcrcenL 



the predominant share of production in CEE countries, 
as in other major producing regions. The steel industry 
in each of the larger CEE countries comprises two or 
three large independent complexes with capacities 
ranging from 4 to 10 million tons per year, and 5 to 15 
relatively small mills with capaciues of 1 million tons 
or less. 

The steel industry in CEE countries relies on 
imports to supply much of its iron ore and energy needs 
(excluding coking coal). The primary source has been 
the USSR; the small remaining balance of regional 
needs for iron ore has been met from domestic sources 
or by imports from Brazil, Liberia, and Venezuela.722 

With respect to coking coal, the USSR, Poland, and, to 
a much lesser extent. Czechoslovakia. have been the 
principal sources of supply to CEE steelmakers.723 As 
indicated above, the costs of raw material inputs now 
have to be paid in hard currencies and at prices 
comparable to those paid by Western· steelmakers.124 

Supplies have been disrupted during 1990-91 because 
of economic and political problems in the Soviet Union 
and Iraq; such short-term problems may continue until 
new, more stable, sources may be developed.725 

Production and consumption.-The mix of steel 
products produced in the CEE countries differs 
somewhat from that produced in OECD countries 
comprising a higher percentage of long products (i.e., 
bars, rods, and structural shapes), which are . used 
widely in construction, shipbuilding, and heavy 
machinery and equipment Integrated producers in the 
OECD countries tend to produce more higher-valued 
flat-rolled sheet products, which are used widely in 
automotive applications, appliances, and . machinery 
and equipment · 

722 Ocean Shipping Consultants, &st Europe to 2000, J': SI. 
· 7%J Ibid., pp. 8:J and 90-91 and telephone discwsion with . 

Orief, Coal Commitlee, Economic Commission for Europe; Mar. 
26, 1991. 

734 For example, a H1D1garian steelmaker c.stimates that on the 
basis of a switch from lrade denominated in Transferable ·Rubles 
to hard cuncncy, purchase costs for coking coal, c:cike, ferroalloys, 
and ene11y·would rise approximately IS to 20 pc;ra:nL (Richard 
Serjeantson, uwest meets East by the Danube,' Metal BulletU.. 
MDIII~, February 1991, p. 62.) · 

7 Several CEE countries also had petroleum supply 
arrangements with Iraq and experienced supply disruptions and 
cost increases when economic sanctions were imposed on that 
country. 

Table&o 

As data in table 60 indicate, steel production is 
divided fairly equally among Czechoslovakia, Poland, 
and ·Romania.· with· Bulgaria and Hungary each 
accounting for slightly more than 5 percent of total 
production in recent years. Production began to 
decline during 1988-89. and fell 15 percent between 
1989 and 1990. 

Apparent consumption of fmished steel in the five 
CEE countries, which was relatively stable during 
1984-1988, declined in 1989 to 33.6 million tons (table 
61). ·With the recession and the restructuring that is 
occurring in many of these countries, a much sharper 
decline of 21 percent, was experienced in 1990. 

Technology.-Available information suggests that 
steelmaking technology in CEE countries lags behind 
that used in other countries in certain key areas. For 
example, production in open-hearth furnaces accounted 
for about 36 percent of total steel production in the five 
countries in 1989 (table 62), compared to less than 
5 percent in the United States, Japan, and the EC, 
where this production process has been largely phased 
out and is util.ii.ed mainly for swing capacity. 
Moreover, the share of steel produced using continuous 
casting, which reduces processing costs and improves 
product quality, totaled 23 percent in 1989, compared 
with more than 91 percent in Japan and the EC, and 
65 percent in the United States.726 Finishing processes 
are also reportedly disadvantaged vis-a-vis OECD steel 
mills with respect to dimensional and shape tolerances 
and surface quality.727 

The use of older production technologies is likely 
to limit the technical capabilities and the relative cost 
competitiveness of CEE producers. These older 
processes consume more ~ergy and raw materials; for 
example; approximately twice as much fuel is required 
to produce a ton of steel in CEE as in the OECD. 728 
With energy prices rising to market levels in CEE 
countries, this could pose significant problems as 

71.6 International Iron and Steel Instiwte, Steel Statistical 
Yearbook 1990, Brussels, Belgium. 

. m Devere!, uoaunting times," p. 18. 
721 Devere), uDaunting times," p. 49. Data on ene11y use per 

unit of output, in general, indicate that production in CEE . 
countries uses approximately twice as much as in the OECD. 
("The En~reneurial Approach," The Banlcer. September 1990, 
p.6.) 

Steel: Central and East European crude steel production, 1986-90 · 
(In thousands of metric tons) 

Country 1986 1987 

Bulgaria ...........................•. 
Czechoslovakia ....................•.. 
Hungary ............................ . 
Poland· ....................... ,; •.... 
Romania ..... · ...................... . 

Total ........................... . 
' 

2,898 
15,112 
3,715 

17,144 
14,276 

53, 145 

3,045 
15,416 
3,622 

17,148 
14,962 

54,189 
1 Estimated by Commission staff on the basis of data from the •••. 

1988 

2,880 
15,380 
3,582 

16,873 
14,314 

52,029 

Source: Compiled from statistics of the International Iron and Steel Institute, except as noted. 

1989 19901 

2,889 2,401 
15,465 14,813 
3,315 2,962 

15,094 13,553 
14,415 9,690 

51, 188 43,419 
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Table 61 
Steel: Central and East European finished steel consumption, 1986-90 

In thousands of metric tons) 

Country 1986 1987 1988 1989 19901 

Bulgaria .......................... ; .. 2,379 2,483 2,121 2,108 2,703 
Czechoslovakia ...................... . 8,730 8,599 8,464 8,611 7,876 
Hungary ............................ . 2,938 2,902 2,680 2,371 1,945 
Poland ............................. . 
Romania ......................... : .. 

12,523 12,405 12,155 10,567 7,793 
9,869 10,261 9,789 9,951 6,200 

Total ........................... . 36,439 36,650 35,209 33,608 26,517 
1 Estimated by Commission staff on the basis of data from the•••. 

Source: Compiled from statistics of the International Iron and Steel Institute, except as noted. 

Table62 
Crude steel: Production by furnace type and share continuously cast, 1989 

(In percent) 

Production, by furnace type 

Co 
Continuously 

untry Open hearth Basic oxygen Electric cast 

Bulgaria . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.0 50.2 39.8 14 4 

~~f9~C::~~~~i~. : : : : : : : : : : : : : : : : : : : : : : ~g:~ ::~ W:~ 5~:~ 
R~~~ ... · · · · · · · · · · · · · · · · · · · · · · · · · · · ~~.7 47.8 16.4 1:1 

nia . . . . . . . • . . . . . . . . . . . . • . . . . . . .0 48.0 . 24.0 34.2 
Average1 • • • • • • • • • • • • • • • • • • • • • • • • -:3:::3-=.9~----4-=-=1=-.6=-------1-8.-5----1-9...::.o __ _ 

1 Weighted on the basis of production. 

Source: Compiled from statistics of the International Iron and Steel Institute. 

production costs increase for steel ·producers in the 
region. One Polish steelmaker reportedly commented 
that as a result of a recent increase in coal prices, he 
would no longer be able to compete in West European 
markets.729 Production and finishing processe5 are 
reportedly not as automated in CEE steel industries· as 
they ~ in OECD steel mills, thereby making the 
producbon process more labor intensive, less 
continuous, and more costly. With respect to technical 
capabilities, discussions with U.S. and EC industry 
executives suggest that while CEE producers would 
probably have little difficulty producing commodity 
grade steel (which is used widely in construction), they 
probably could not compete effectively in markets for 
higher quality steel, at least in the short to medium 
term. As di~us~ abov~ •. these commercial grade 
steels compete 10 pnce·sens1bve markets; their primary 
competitors are highly efficient steel minimills and low 
cost producers in developing countries, most of whom 
have relatively modem equipment 

In addition, CEE steel plants for the most part lack 
modem pollution.control equipment and continue to be 
a major source of pollution, exacerbating serious 
environmental problems currently existing in this 
region. For example, a group active in environmental 
issues has advocated closing several mills in Poland .if 
pollution controls are not installed.730 Retrofitting the 

729 Based on Commission staff discussion wilh industry 
coosultant, Mar. 11, 1991. 

730 Slaff interviews wilh industry officials, June 1991. 
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mills with polluti9n controls would be expensive and 
could limit the ability of steelmakers to finance other 
projects. 

· I..abor.-Information on the technologies being 
employed and da!8. on industry employment suggest 
that labor pr0ducuv1ty of steel producers in the region 
may be one-third (or less) of that in OECD countries. 
For example, the number of production workers in the 
U.S. steel industry is approximately one-half that in the 
CEE as a whole, while U.S. steel production is 
ap~f<?ximately double. This may reflect past social 
policies of CEE governments as well as relatively 
lower levels of capital investment. Wages are 
reportedly . low, partially offsetting low productivity, 
but are nsmg; on the other hand, as discussed below, 
the restructuring programs envision a fall in total 
employment 

Restructuring iniliadves.-The efforts of CEE 
countries to adjust and modernize is taking various 
fo~s. Al~ are pursuing technical improvements, such 
as mcreasmg the amount of steel poured through 
continuous casters or phasing out open hearth 
steelmaking (which would improve steel yields and 
reduce production costs). An analysis of equipment 
currently in place suggests that additional investment in 
process equipment will also be necessary if the product 
mix is to be expanded or shifted to higher quality 
steels.731 The total cost of restructuring production in 

731 ••• 



the region, with respect to investment and 
modernization, may exceed $30 billion during the 
decade of the 1990s.732 Certain national and local 
CEE governmental entities have commissioned studies 
by" a variety of engineering finns to provide an 
~sment of the requirements for such restrueturing. 
Several governments and international organizations, 
incfoding the World Danie, IMF, United States Trade 
and Development Program, and the EC Phare Program, 
have made eff ons to promote refonn and extend 
training and technical assistance as well;733 

Restructuring of the steel industry in 
Czechoslovakia, Poland, and Hungary will entail 
substantial reductions in industry capacity and · 
employment (although no facilities have been closed as 
yet). Up to 5 million metric tons. of capacity 
(approximately 11 percent) might be closed in the three 
countries, chiefly obsolete open hearth (OH) 
steelmaking units.734 Some other OH units in mills in 
those countries might be replaced by electric-arc 
fumace(EAF)-based or basic oxygen. furnace (BOF) 

· based units. On the other hand, capacity was recently 
expanded in Bulgaria by 900,000 metric tons to 5.1 
million metric tons when a new minimill became 
operational at Burgas; its capacity may be doubled to 
1.8 million metric tons during 1992-95.735 Romania 
plans to expand its steelmaking capacity by about 6 
million metric tons at Calarasi by 1995; the first stage, 
a modem 3 million metric ton BOF unit, is scheduled 
to become operational in 1992. · 

There are some effons to privatize mills in the 
region. This appears to have been implemented in 
Hungary to a greater extent than in the other CEE 
countries. Restructuring plans in that country have 
included efforts to establish joint ventures with foreign 
finns who could inject new capital and managerial and 
marketing expertise. For example, the Ozd works 
planned to install an energy-optimizing furnace with 
German assistance and the Diosgyor works will receive 
a continuous caster through similar arrangements.736 · 
In Poland, a Japanese steel minimill, Kyoei Steel, is to 
provide technological assistance to improve the 
efficiency of electric furnaces at Ostrowiec, Stalowa 
and Warsaw. This venture will be financed with 
Japanese grants pledged by Prime Minister Kaifu on 
his visit to Poland in early 1990. In addition, Poland's 
Stalexpon (the state steel trading company) is 
reponedly well advanced in discussions with potential. 
Japanese and European joint venture partners for 
assistance in selling steel to Western markets, securing 
raw materials, and providing technical assistance on 
plant modemization.737 · 

732 Holschuh, AluuMJI Report, p. 21. . · 
733 Remarb by Pedro <>nun, Director, &eel Division, EC 

Commission, at Steel Survival Strategies VI, J1U1e 19, 1991. 
734 World Steel Dynamics, C"""""11Ut World Capacity 

Monilor. No. 8, Mar. 15, 1991, p. 34. · · 
715 Ibid., pp. 22-25. 
736 Based on Commission staff discussion with a Hungarian 

steel executive from the Miskolc Rolling Mill, Ltd., Jan. 23, 1991. 
737 Interview with Stahlexpon's genCral 'manager, as reponed 

in Metal Bulletin, Oct. 4, 1990. 

Unresolved issues concerning the corporate 
governance of steel mills in the region have delayed 
many restructuring efforts. Corporate management of 
CEE steel mills is nascent and the degree of operational 
control is unclear. Uncenainties concerning the locus 
of decision-making functions appear to have delayed 
restructuring efforts in several of the CEE countries, 
led to management turnover in several mills in Poland, 
and caused the joint venture in Hungary with two 
Western companies, referred to above, to come 
apart. 738 

· As adjustment proceeds. steel industry employment 
levels will declme; however, estimates of the 
magnitude of reductions, vary as does the time frame 
for such reductions. Some sources estimate that the 
number of steel workers in the region may be reduced 
by at least 60 percenL 739 In Hungary, statements by 
steel industry executives suggest that the labor force 
will be cut by an estimated 40 percent by the end of 
1991.740 In Czechoslovakia, Ministry officials recently 
announced a forthcoming reduction of some 50,000 
steelworkers (which appears to represent about 
40 percent of the steel workforce), to be effected over 
an unspecified time period.141 In Poland, one of the 
largest mills, the Sendzimir Works in Nowa Huta, is 
reponedlY. f:lanning to reduce its 27 ,000 work force by 
one-third.7 2 Some of the reductions have already 
occurred in Hungary and Poland. 

Government policy and nature of 
management structure 

Government-involvement in the steel industries in 
CEE countries continues to be significant Such 
involvement has taken the form of ownership, as well 
as oversight and management of operations. With 
respect to the management of operations, various 
government ministries have traditionally been 
responsible for coordinating both the supply of raw 
material inputs to the mills, as well as the delivery of 
fmished steel products to domestic and foreign 
customers. In addition, investment and the selection of 
management teams was centrally coordinated.743 
Managers at the finn level, for example, were chosen 
by the government from a list of nominees proposed by 
the communist pany. Government involvement also 
included the detennination of input prices and wage 
rat~. as well as selling prices for finished products. 

738 MKorf and MG quit 07.d," Metal Bulletin, June 3, 1991, 
. p.27. 

739 Metallurgical Engineering Production Services, Ltd., MSteel 
Outlook (2nd Quaru:r)," as reviewed in Steel Times, November 
l 990

1
.g. 595. 

Based on Commission staff discussion with a Hungarian 
steel industry executive, Jan. 23, 1991. 

141 United States Trade Development Program Project 
Definitional Mission, Restr11et11rillg of Czechoslovak Metall"'8ical 
ltllb.u'fl:· p. 14. 

74 Interview with the plant director, as reported in American 
Metal Marlcet, July 24, 1990. 

743 Economic Commission for Europe. TM Importance of tM 
Iron and Steel Industry for IM Ecol'lomlc Activily of ECE Mem1¥r 
ColUllriu, ECFJSteeU64 (New York: United Nations, 1989), 
pp. 52-53. 
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As indicated below, significant changes in the role 
of government are now underway in ·Poland, Hungary, 
and Czechoslovakia; the process is less advanced in 
Bulgaria and Romania. Governments in the first three 
countries have articulated objectives under which 
operational decision-making and financial 
responsibility will devolve to individual enterprises.744 
Moreover, the first three governments have indicated 
their intention to privatize at least some of the mills. 
The extent and pace of change, however, is likely to 
vary among countries and companies, reflecting, in 
part, the magnitude and complexity of the task, the lack 
of experience in privatizing state-owned enterprises, 
and the uncertainties that liberalii.ation poses to 
managers not accustomed to operating in a market 
environment. Moreover, the skills required for 
successful privatii.ation of enterprises, such as 
marketing, management information systems, and 
financial controls, are apparently not available, or are 
only nascent. 745 

Efforts to privatize individual steel mills may also 
be complicated by the difficulty in valuing their assets 
or finding buyers; however, privatizing firms, in the 
absence of changes in other government policies, does 
not mean restructuring because product mix, 
technology, quality, and management styles are 
unlikely to change in the short to medium term. 
Moreover, the sale of facilities in whole or in part to 
foreign-based organizations, for which examples exist 
only in Hungary, may be delayed until such time as 
investment legislation becomes effective and the 
domestic company's debt, equity, and income reach 
financially attractive levels. 

Poland.-The central government in Poland has 
reduced the extent to which it exercises direct 
management control over steel enterprises; the steel 
producers association, which acted as an intermediary 
between the ministty and the mills, has been 
abolished.746 Decisions concerning investment, 
exports, joint ventures, and operations are reportedJ.r 
now being made at the local and plant levels.7 
Government operating incentives and other forms of 
involvement continue, however, though the degree to 
which they do so varies among mills. The ministty, for 
examole, continues to approve the directors of the· 
mills.748 Moreover, the government continues to 
appoint the operating management in some of the 
smaller mills. A board made up of local officials 
nominated candidates for the position of plant 
manager at the Huta Sendzimira mill, near Krakow, 
while the labor union made the final selection.749 

744 Ibid.. P· 92. 
745 Nickolas L Ridtard & Assoc .• Consultant, U.S. Trade and 

Development Program. Project Definitional Mission Report, TOP 
Project 90-7A. Oct. 20, 1990, p. 1. 

746 Economic Commission for Europe, TM Sue/ Marut i11 
1989_, ECE/SlccV70, pp. 32 and 44. 

747 Jbid. 
741 Based on Commission staff discussion with consullanu to 

the Polish steel industry, Mar. 8. 1991, and staff interviews in 
Polan!i_. July 1991. 

,..., Ibid. 
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The government has reduced financial assistance, 
reportedly ending subsidies on interest rates, energy, 
and other inputs in 1990.750 Operating incentives 
continued to some extent, however, to prevent cash 
flow and liquidity problems from causing several steel 
mills to shut down. The government reportedly has 
relinquished control over the setting of prices, which 
are now subject to negotiation between the mill and its 
customer, and based on the mills' production costs. 
The mills raised prices on steel products in 1991 to 
reflect increased costs of fuel (primarily coal).751 

While the role of the government has diminished, it 
still performs a number of important functions for the 
steel mills. Iron ore, for example, continues to be 
imported by a state-run organization; the mills 
apparently continue to use the government purchasing 
entity to obtain the advantages of buying in bulk. 752 
With respect to foreign trade, although the mills now 
have the right to manage their own exports, the state 
foreign trade organii.ation, Stalexport, continues to be 
used because of its knowledge of customers and 
markets. Although the mills continue to utilize 
Stalexport's domestic distribution services-1 they are 
increasingly selling directly to end users.75J 

Hungary.-While the national government does 
not set prices for the industty, it provides nonbinding 
"guidelines" that indicate a range of acceptable prices 
for the domestic market 754 The government no longer 
establishes production quotas or sets distribution 
channels for most sales.755 State subsidies were 
reduced by about 75 percent from the 1988 level to 
3.25 billion forints (about $61 million) in 1989, and 
were apparently phased out, for the most part, in 
1990.7Sfi 

Hungary appears to be further along than other 
CEE countries in its efforts to withdraw from the 
industry through privatii.ation and to attract foreign 
direct investment. Foreign equity investment in 
Hungary,757 encouraged by tax incentives, has been 

750 The Polish Government adopted a stabilization and 
restructuring program at the end of 1989 that imposed credit 
controls and relaxed exchange and trade controls. The program 
relies on increased enterprise decentralization (although there was 
continued government involvement in the allocation of inpuu, the 
licensing of imporu and exporu, and determination of prices). 
Government policy changed somewhat as of Jan. 1, 1990 when 
quantity controls on imporu were replaced by tariffs and export 
quotas were reduced on basic commodities. Enterprises may raise 
prices on certain goods within specified guidelines. (Based on 
Commission staff discussion with industry officials, Mar. 7, 1991.) 

7SI The increased cosu of ooal stem f rem reduction of 
government supporu to the ooal industry. (Based on Commission 
staff discussion with consultants to the Polish steel industry 
officials, Mar. 7 111d 8, 1991.) 

752 Jbid. 
7S3 Staff interviews in Poland, July 1991. 
7S4 Based on Commission staff discussion with a Hungarian 

executive from the Miskolc Rolling Mill, Ltd., Jan. 23, 1991. 
755 Certain exporu to CMEA countries, however, are 

restricted pursuant under the tenns of an IMF restructuring 
prognun. 

756 Staff interviews in HID!gary, July 1991. 
757 Stet/ Tunes, August 1990, p. 432, cites a figure of 172 

association agreements that were reached between Hungarian steel 
companies and foreign companies. 



made in several semi-privatized steel mills, and may be 
the catalyst in bringing about a fwther shift toward a 
market orientation among domestic producers. A 
foreign investor may be able to provide the 
management and marketing know-how, export and 
foreign distribution channels, and foreign market 
information, as well as the funds for modernization to 
his Hungarian counterpart. As a result, the foreign 
trade organization which was designated by the 
government to handle steel exports may be bypassed to 
a greater extent in Hungary than in Poland and 
Czechoslovakia. With respect to imports of raw 
materials, Hungarian steel mills continue to purchase 
imported raw materials as a group through a 
government agency. 

Cuchoslovakia.-Government officials in 
Czechoslovakia have announced they will seek to 
privatize the state-owned steel industry within three 
years, beginning in 1991. Foreigners are to be allowed 
to make equity invesunent in the new privatiz~ 
firms.7S8 Certain forms of assistance, such as debt 
guarantees, operating incentives, and credit assistance, 
may, however, be continued for a period of time after 
privatization to restructure the industrv financially and 
to modernize methods and practices.759 Press reports 
indicate the majority of enterprises are not prepared for 
privatization and restructuring at this time, and that the 
managers prefer the continuation of present state 
policies and financial assistance.7(J() 

All steel plants became nominally independent . 
from the government in 1989 when the Iron and Steel 
Works General Directorate was abolished,76l although 
the extent to which management is operationally 
independent from government intervention i~ not clear. 
Enterprise managers will apparently have greater 
latitude over employment than before, althou~h wages 
are being controlled during the transition. 62 The 
government reportedly does not establish prices on 
steel products although it imposes guidelines covering 
price increases.763 The two state trading organizations 
continue to dominate the domestic distribution of 
steel.764 . 

7.511 F.nterprises in the stccl industry have the right to enter 
into domestic joint ventures with foreign partncn; even 
ICX>-pcrcent foreign ownenhip is allowed. ("Infonnation for 
F.nterprises on Economic Conditions in 1991," in Prague 
Ho.rpodarslu Noviny, translated in JPRS-F.ER-91.()22, Feb. 20, 
1991 'K 28.) 

"1: Nicholas L. Rickard & Assoc., Consultant, U.S. Trade and 
Development Program, Project Definitional Mission Report, TOP 
Projcct 90-7A, Oct. 20, 1990, p. 1. 

760 Central Economic Research Institute, MHesitation, Caution, 
Lack of Preparedness," in Prague Hospodarslu Noviny, translated 
in JPRS-EF.k-91.()()7, pp. 32-37. 

761 Steel Tunu, August 1990, p. 424. 
762 Mlnfonnation for F.nterprises," JPRS-EF.R-91 .fJ22, Feb. 20, 

1991 'l" 29. . 
"'Ii Based on Commission staff discussion with industry 

officiab at Fcnornet, the foreign trade organization, Mar. 11, 
1991. Other industry officials have questioned the extent of 
enterprise independence or government disinvolvement in pricing. 
According to a Cu:choslovakian govermnent publication, prices 
will gndually be decontrolled, beginning Ian. 1, 1991, but price 
incruscs may not exceed certain guidelines. ("Information," 
JPRS-EF.R-91.()22, Feb. 20, 1991, p. 22.) 

764 Staff interviews in Czechoslovakia, July 1991. 

The Government of Czechoslovakia continues to 
establish quotas covering exports specified by 
continuing· bilateral trade treaties (e.g., to the Soviet 
Union); it has also established an export licensing 
procedure for steel products to fulfill its obligations 
under bilateral trade treaties as well as to protect the 
domestic market from shortages.76S Although the 
Government has given export rights to the mills, and 
enterprise managers reportedly profess a desire to 
establish their own foreign trade contacts, the mills 
continue to use the state foreign trade o~anizations as 
their export channel as a practical matter. 66 The mills 
also continue to import raw materials through the 
former foreign trade organization. 

Bulgaria.-While the stated aim is to work 
towards a market economy, all of the steel works are 
owned and continue to be operated by the state, 
although the formal organization is unclear.767 Most 
prices are fixed by the state. The mills are legally free 
to conduct foreign trade, subject to the availability of 
foreign exchange. 

Romania.-Legislation that might reduce 
ownership by the state is being considered,768 although 
a state-owned holding company, Siderom, apparently 
will exercise orrational control during the period of 
restructuring.76 Government financial assistance is 
reportedly being continued for invesunent in 
environmental safeguards and modernization. Price 
controls are apparently being relaxed, and may take the 
form of price guidance in the future. no The mills 
apparently continue to utilize the services of the former 
foreign trade organization, although the requirement 
that import and export operations be conducted through 
the foreign trade organization has been eliminated; the 

-- import license requirement is, reportedly, not 
restrictive. · 

Adjustment issues 

Individually and collectively, the steel industries of 
the five CEE countries represent a relatively small part 
of the world steel industry. Raw steel production in the 
CEE countries totaled approximately 45 million metric 
tons in 1990, which represented about 6 percent of the 
world total. The steel industries, nonetheless, have 
been important to the economies of the 5 CEE 
countries as a source of employment and point of 
industrialization, and in terms of their contributions to 
GNP and a favorable balance of trade. 

The ability of the steel industries in CEE countries 
to compete will depend in large part on their ability to 
overcome a number of impediments. These include 
uncertainty with respect to demand in major consuming 
industries in their countries or for exports; a potential 

76' "Infonnation for F.nterprises," JPRS-EF.R-91 .fJ22, p. 28. 
766 MHcsitation," JPRS-F.ER-91 .()()7, p. 34. 
767 ••• 

768 Statement by the Romanian Commercial Councilor to the 
United Stales Trade Commission on July 16, 1991. 

769 "New Romanian steel body starts up," Metal Bwlletin, 
June 20, 1991, p. 21. 

770 ••• 
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lack of resources to finance modernization or upgrade 
environmental conttols; social problems caused by 
employment reductions; supply disruptions, rising 
labor and materials costs, and rising ttanspon costs. 

Low demand for steel, both in the region and at the 
local level, could be a problem that limits opportunities 
for growth. Globally, CEE steel producers will find 
themselves competing in a slow growth industry,nt 
with a number of newer, more efficient producers. 
Moreover, suuctural adjustments in the region will 
likely mean that previous domestic end-users (e.g., the 
automotive, machinery, and consumer goods 
industries), will demand far less of the industry's 
output in the future as they improve their own 
efficiencies (i.e., consumption becoming less steel 
intensive). Moreover, such consumers may require 
higher quality steel. · 

The enterprises are burdened by debt772 and may 
lack the necessary resources to modernize. The 
requisite modernization of technology and facilities to 
produce low-cost. higher quality products necessitates 
capital investment and managerial expertise, most of 
which must be attracted from abroad. Under the 
previous bureaucratic-administrative system, capital 
was relatively low-cost. the central banks made the 
lending decisions, and the enterprises possessed 
relatively high levels of debt; with economic reforms, 
interest costs are rising and debt service could impose a 
significant burden for a number of highly leveraged 
companies aggravated by the relatively large current 
costs of production. n-s Moreover, there is the 
possibility that the enterprises will not adjust to 
reforms, putting the industry in danger of bankruptcy 
or putting pressure on the governments to expand the 
money supply. Also complicating the issue of foreign 
investment, the CEE is but one of several regions in 
which restructuring and privatization programs for the 
steel industry are occurring. Brazil and Mexico, 
among other developing countries, both announced 
similar programs in 1990. Whether capital will be 
drawn to CEE steel industries rather than other 
competitors is unknown because of the uncenainties of 
economic and investment reform in the region.774 

Another problem faced throughout the industry 
worldwide is the need for environmental controls. Few 
countries, however, have been faced with the 
cumulative degree of environmental degradation 
present in certain CEE areas. The concerns of local 
residents and Western European countries affected by 

771 World steel production grew only 9 percent between 1973 
and 1986, compared with 66 percent for manufacturing of 
machinery and equipmenL 

m This has been termed "their defective financial structure;" 
debl would apparently remain excessive despite efforts to alleviate 
a li~ity squeeze by liquidating all unnecessary assets. 

Jan Vanous. "Nuts Bolts of Economic Reform in Central 
and Eastern Europe," and Manuel E. Hinds, MComrnent on Jan 
Vanous' article. in Tran.silion, vol. 2, No. 6 (The World Bank, 
June 1991), ~- 7-9. 

774 The Joint-venture outlook is not promising; the worldwide 
"demand" for alliance parttien exceeds the "supply" of able 
pannen with the necessary managerial, financial, and tcehnical 
skills. ••• 

114 

the pollution are likely to have a conspicuous impact 
on the rate and means by which the industry is 
restructured; some closures may be a direct result of 
such concerns. Environmental concerns may direct 
capital from investment in new equipment to projects 
designed to control pollution, and the potentially large 
environmental liabilities may deter investors from 
purchasing the existing facilities. 

Some of the difficulties faced by steel producers in 
the CEE countries are similar to obstacles faced by the 
steel industry in vinually all countries, though perhaps 
to a different degree. Reducing costs through 
reductions in the steel labor force (to meet competition 
from new suppliers with modem facilities) has been 
necessary in the industries in many Western countries. 
Employment in the steel industries of the United States 
and the EC decreased by almost 50 percent between 
1975 and 1986, and required substantial government 
assistance. The necessity of eliminating large numbers 
of workers in a relatively shon time, as may be the case 
in the CEE industries, is likely to be even more 
difficult, since alternative employment opponunities 
for jobless steel workers may be limited. 

Other problems are more regional in nature. 
Raw-material bottlenecks may develop as a result of 
modifications in CMEA sourcing arrangements. In the 
past, the Soviet Union has been a major supplier of 
primary inputs (e.g., coking coal, iron ore, and energy 
in the form of petroleum products or natural gas), often 
on a barter or soft-currency basis. With changing terms 
of tra~. however, supply agreements will be 
negotiated that may no longer be as secure as in the 
past. The sites of many of the steel mills were chosen 
because of intra-CMEA sourcing arrangements. Under 
changed sourcing arrangements and rising 
transponation costs, the steel mills are not well located 
with respect to access to raw materials or key 
steel-consuming markets in the West. Moreover, the 
elimination of supports for the transponation sector 
will undoubtedly result in increased costs that in tum 
will affect the competitiveness of the steel industry.775 

Foreign trade 
Foreign trade is important to CEE steel industries, 

although it varies among countries in its degree of 
imponance. The CEE steel industries exponed an 
estimated 27 percent of their shipments of steel 
products in 1989, approximately the same as the world 
avera~. This ratio rose to nearly 31 percent in 
1990. 6 Imports, on the other hand, accounted for 
about 11 percent of 1989 apparent consumption in the 
five countries, although the percentage varied widely 

77S The transportation infrastructure is more extensive in 
Cz:echoslovakia, Hungary, and Poland than it is in Romania md 
Bulgaria. Even in the ftnt three C01D1tries, road and railroad 
densities, and the apparent availability of rail can arc lower than 
they arc in Western Europe. Moreover, if railroads and rail can 
are not properly maintained, a development that some foresee and 
for which some evidence exists, the indusuy 's canpetitive 
position would be funher affected. (Devere), "Daunting times," p. 
SI; 801.CT1a Zulawnik, "Carricn," Wanaw Gazeta Bankowa, 
translated in JPRS-EER-9/.()56, April 30, 1991, pp. 38-39.) 

776 The devaluations in Hungary 1nd Poland assisted those 
countries' expon effons, acoording to industry ex pens. 



among countries (table 63). Each country recorded a 
net surplus in steel products' trade on a quantity basis 
in 1989, although for Bulgaria this apparently was an 
exception. Poland, Romania, and Bulgaria were the 
largest importing countries in 1989 and 1990, while 
Czechoslovakia, Romania, and Poland were the largest 
exponers (table 64). Imports increased and exports 
decreased for the five CEE countries between 1989 and 
1990, affecting the ratios and the trade balance. These 
changes were most pronounced for Bulgaria and 
·Hungary, the two smaller steelmaking countries. Data 
for 1988 are shown for comparison. 

The Soviet Union was the sin~e largest export 
market for steel products from CEE 7 accounting for 

m Excluding Romania, for which data are not available from 
sources used. 

Table 63 

about 21 percent of exports by quantity in 1989 (table 
65). Trade between CEE countries accounted for 
another 8 percent (or 13 percent including the former 
GDR), some of which is reportedly based on 
processing arran1ements (e.g., tolling) that exist 
between mills. 77 The geographic distribution of 
exports reflects, to some extent, obligations under 
bilateral trade lreaties negotiated by CMEA countries. 
The significant level of exports to Western Europe and 
the Middle East, which together accounted for 
43 percent of exports in 1989, in all likelihood reflects 

778 For example, the Bulgarian mill at Burgas has an 
agreement to roll imponed slab and return hot-rolled and 
cold-rolled sheet IO the Soviet mill at Donetsk; there is also a 
tolling arrangement between the Polish mill at Katowice and steel 
produc:cn in the Soviet Union and West Gennany that involves 
unporu d Soviet slab into Poland and the aport d hot-rolled 
coils to Germany. (Staff c:onvenations with industry aperu in 
New York and New Jeney, Mayflune 1991.) 

Steel: Central and East European Imports as a share of apparent consumption, and exports as a share of 
shipments, 1988, 1989, and 1990 

(In percent) 

Imports as a shaf9 of 
apparent consumption 

Country 1988 1989 1990 

Bulgaria . . . . . . . . . . . . . . . . . . . 39.8 32.0 54.0 
Czechoslovakia . . . . . . . . . . . . . 6.5 3.8 2.8 
Hungary . . . . . . . . . . . . . . . . . . . 39.4 39.9 69. 7 
Poland . . . . . . . . . . . . . . . . . . . . 11. 7 11.4 3.0 
Romania . . . . . . . . . . . . . . . . . . 13.8 5.1 9.1 

All countries1 • • • • • • • • • • • 15.0 10.9 14.5 
1 Average weighted on the basis of apparent consumption and shipments. 

Exports as a 
share of shipments 

1988 1989 

44.0 
35.6 
37.9 
18.7 
28.1 
28.9 

32.6 
31.3 
48.7 
20.2 
24.9 
27.5 

1990 

30.9 
30.6 
75.0 
24.5 
25.0 
30.7 

Source: Compiled from statistics of the International Iron and Steel Institute (1151), the United Nations Economic 
Commission for Europe, and the •••. 

Table64 
Steel: Central and East European Imports, exports, and trade balance, by country, 1986-90 

(In thousands of metric tons) 

Type of trade and country 1986 1987 1988 1989 

imru~~ria ........................... 1,003 883 800 674 
Czechoslovakia ..................... 918 692 512 326 
Hungary ........................... 1, 111 1,075 1, 170 946 

1990 

1,460 
221 

1,355 
Poland ............................ 1,324 1,219 1,271 1,200 236· 
Romania ........................... 1,335 1,199 1,271 503 562 

Total .. •.• ........................ 5,691 5,068 5,024 3,649. 3,834 
Exri;rts: 

ulgaria ........................... 959 792 528 694 557 
Czechoslovakia ..................... 3,890 4,128 4,027 3,776 3,376 
Hungary ........................... 1,284 1,407 1,546 1,350 1,770 
Poland ............................ 2,230 2,280 2,316 2,382 2,458 
Romania ........................... 3,060 3,100 3,100 3,134 1,882 

Total ............................ 11,513 11,707 11,517 11,336 10,043 
Trade balance: 

Bulgaria .................... ~ ...... (44) (91) (272) 20 (903) 
Czechoslovakia ..................... 2,972 3,436 3,515 3,450 3,155 
Hungary ........................... 173 332 376 404 4.15 
Poland ............................ 906 1,061 1,045 1,182 2,222 
Romania ........................... 1,725 1,901 1,829 2,631 1,320 

Total ............................ 5,732 6,639 6,493 7,687. 6,209 

Source: Compiled from statistics of the United Nations Economic Commission for Europe and the International Iron 
and Steel Institute. . 
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Table 65 . 
Steel: Central and East European exports of semlflnlshed and finished steel products by selected markets, 
19891 

Czecho-
Market Bulgaria slovakia Hungary Poland2 Average 

(In thousands of metric tons 

Quantity .................. 693.93 3,776.4 1,349.81 2,382.65 8,202.79 

(Percentage share of total exports . 

Eastern Europe: 
(3) Bulgaria ................ 1.28 3.22 0.52 1.27 

Czechoslovakia .......... 5.24 1.~3J 1.90 3.81 1.86 
Hungary ................ (4) (3) 0.58 0.92 
Poland ................. (') 5.63 1.10 (3) 2.78 
Romania ................ 5.05 (4) 0.62 1.67 1.15 

Subtotal ............. 10.38 8.82 6.84 6.57 7.97 

Albania ................. 1.22 0.58 ~4) 0.56 0.56 
East Germany ........... 0.68 7.03 1. 4 3.68 4.68 
U.S.S.R ................ 13.63 19.66 9.07 33.35 21.39 

Total ............... 25.91 36.09 18.01 44.16 34.60 

West Europe: 
EC: 

West Germany ......... 9.64 9.63 11.35 13.43 11.02 
Other ................ 18.04 12.51 14.35 11.06 12.86 

Subtotal ............. 27.68 22.15 25.70 24.49 23.88 
Other .................. 16.22 20.28 26.10 14.90 19.33 

Total ............... 43.90 42.42 51.79 39.40 43.21 

Africa .................... (4) 5.40 7.24 (') 3.71 

North & $oU1h America: 
United States ............ (') 0.48 2.10 2.24 1.22 
Other .................. 5.69 0.78 (') (4) 0.91 

Total ............... 5.69 1.26 2.14 2.48 2.13 

Asia: 
Near and Middle East ...... 8.87 3.88 12.34 6.69 6.51 
J~an .................. (4) (4) 1.86 (4) (') 
Ot er .................. 15.64 10.94 6.60 7.16 9.53 

Total ................ 24.50 14.83 20.81 13.86 16.35 

C>ceania .................. (4) (') (4) (') (4) 

1 Average weighted by quantity. 
2 Sum of available data. 
3 Not applicable. 
'Less than 0.5 percent. 

Note.--8ecause of rounding, figures may not add to the totals shown. 

Source: United Nations Economic Commission for Europe, Statistics of World Trade in Steel, 1989. 

the need to sell merchandise to generate foreign 
exchange and traditional commercial ties. Moreover, 
there were reponedly some arrangements with Iraq, 
Syria, Iran, and Kuwait to barter steel and other 
products for crude petroleum. 

The product inix of exports from CEE countries 
has been concentrated in relatively low-value carbon 
steel long products that are typically used in 
construction. CEE steel industries compete in their 

116 

export markets on the basis of price with similar 
exports from many developing and developed 
countries. 

Until the recent privatization and market-oriented 
measures were instituted, there was little or no link 
between domestic and foreign prices. Trade policy 
measures under central planning tended to isolate the 
domestic industry from the world market. Most, if not 
all, raw materials and steel products were purchased in 



transferable rubles within CMEA.n9 Government 
officials in Poland, Hungary, and Czeehoslovakia have 
articulated policy objectives, and instituted programs 
which, if fully implemented, would decentralize and 
liberalize ttade. Certain traditional fonns ·of 
government intervention are to be aboli~ed. If fully 
implemented, such policies would have· the effect of 
making the steel enterprises more market-oriented, cost 
conscious, and perhaps more eiport-oriented.780. Until 
recently, the exchange of steel p~ucts within CMEA 
was organized under the auspices of Intenneta11;781 
with the breakup· of CMEA and the decline of 
Intennetall, the importance of CEE exports to the 
OECD countries c:Ould rise. 

The absence of most-favored-nation (MFN) 
treatment for Romania and Bulgaria constitutes one of 
the most significant impediments to exports to the 
United States for those countries: column 2 tariffs 
(typically applied to imports from Communist 
countries) average about 20 to 25 percent and may 

- reach 40 percent for steel products, while column 1 
MFN tariffs, which apply to most non-Communist, 
developed countries, average less than 5 percent ad 
valorem for steel products. U.S. GSP benefits are not 
applicable to most steel mill products. The EC and the 
United States currently limit imports of steel products 
from CEE countries. In the case of the EC, the limits 
apply to all the countries and were set at approximately 
2.3 million metric tons in 1990. In the case of the 
United States, the limits are set at approximately 
300,000 metric tons and apply to all countries except 
Bulgaria With regard to the U.S. system of voluntary 
resttaint agreements, import data for 1989 and 1990 
suggest that the four CEE countty ~uotas were only 
filled 25 to 50 percent in the 2 years. 82 . According ~ 
industty sources, prices in the U.S. market were n~t as 
attractive as those in other areas, such as the .Middle 
East. 

Textiles 783 

Prepared by Kimberlie Freund 

Expon potential 

There is some potential for an increase in exports 
of certain textile products from CEE countries, though 
total amounts will probably be relatively small 

779 See Manin Schmdt, "The CMEA System of Trade and 
Payments: Today and Tomorrow," The World Bank S~R . 
Discussion Paper No. 5, January 1990, pp. 6-9 for a d1scuss1on of 
prices and exdlan~e rates. · . · 

. 780 Based on Commission slaff discussion with an official of 
Feriunet, the Czechoslovak steel export organiz.ation, Mar. 11, 
1991. 

. -~781 United Nations Economic Commission for.Europe, TM 
Steei'Maru1;,,, 1989, p. 56. 

782 See U.S. International Trade Coounission, Q114rterly 
Report on IM Stalus of the Steel /Nblstry, USITC publication 
2364, Man:h 1991 for tables indicating quotas and impons under 
the VRAs. 

783 Defined for the purposes of this section as yams and 
fabrics. This definition does not include manmade fiben or knit. 
apparel 

compared with textile exports from Asian countries. 
Overall. the yams and fabrics produced are not 
competitive with Western or Asian-produced fabrics in 
tenns of quality and variety. In many instances, CEE 
production of textile products is . also not 
cost-competitive with that of Asian or Western 
companies. Further, there is little potential for 
increased CEE demand for these products by 
downstream industries. Any increases m exports of 
apparel, at least in the shon run, will likely be in the 
fonn of outward processing, in which foreign fabric is 
used to produce the apparel for reexport. 

In general, firms that are able to modernize through 
joint ventures or cooperation agreements with foreign 
firms should have the most success in increasing 
exports. Certain products should have more export 
potential than others. For example, Czechoslovakia 
may increase its exports of linen fabrics, which it 
already exports to the United States, and to a lesser 
extent, wool and some cotton fabrics. Best prospects 
for increased exports from Poland are those products 
for which Poland already has established 
markets-linen fabrics for household textile products 
and cotton fabrics, particularly for bed linen. Poland 
may also increase its exports of woolen fabrics, though 
the type of woolen fabric it produces-heavyweight 
woolens-is not currently popular in Western markets. 
Hungary may have more potential in exports of yams 
than of fabrics. 784 Rarion fabrics also reportedly have 
some export potential. 85 Romania and Bulgaria have 
little export potential in the near future. It is unlikely 
that Romania would have the capability of penetrating 
one fonner market, the United States, until .it receives 
MFN status. Further, Romania currently is limiting the 
export of textile ~ucts because of shortages in the 
domestic market. . 86 · · · · 

Industry characteristics 
In tenns of capacity, the CEE countries generally 

had less spinning capacity than many major textile 
producers (figure 7). Of the five CEE countries, 
Poland and Romania had the largest spinning capacity 
and the highest level of employment in 1989. 
Employment data are presented . in following 
tabulation: 

Country 

Bulgaria ...........•... 
Czechoslovakia ........ . 
Hungary ........ · .... ;. 
Poland ............... . 
Romania ............. . 

Number of Employees 

105,000 
152,000 
75,800 

321.n1 
412,400 

The economic · structure in place in the CEE. 
countries to date rewarded production for the quantity 
produced. As a result, quality suffered as producers 
allocated inputs to get maximum outputs. These textile 
products sell at the low end of the market in the West, 

7114 Mr. Istvan JankovilS, Hungartex, USITC staff interview, 
Budanest, July 2, 1991. 

. 'Ji' Ibid. 
786 Information supplied by the Romanian Commercial Office, 

New York, Aug. 2, 1991. 
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where demand is limited, but supply is abundant. As a 
result, these products generally compete on price. For 
the most part, however, CEE countries are not c~t 
competitive with the Asian producers, which have 
lower wage rates, such as China. or which have similar 
wage rates, but operate more efficiently than the CEE 
industry. For example, the unit value of U.S. imports 
of heavyweight cotton fabric from Czechoslovakia was 
$1.31 per square meter in 1990, compa,red with $0.76 
from Korea and $0.65 from China. 

Most of the CEE industry is characterized by 
significant inefficiencies in the use of inputs, 
particularly human resources. The level of 
employment in 1989 in Romania and Poland was 
higher than that for Korea, a major world producer and 
exporter of textile products. Yet the number of 

Table 66 
Textiles: CEE production of yarn and fabric, 1987-89 

Yarns 

Item 1987 1988 

spindles in Romania and Poland were roughly one-half 
of those in Korea, suggesting that the production 
process in Poland and Romania is much more 
labor-intensive than that in Korea Further, the level of 
yam production in Korea is almost five times that in 
the two CEE countries. The productivity of yarn 
manufacturing in Poland and Romania, as measured by 
the kilograms of yam produced per spindle, was 
roughly o~third of that for Korea. The productivity 
of yarn production in Czechoslovakia, the third-large8t 
yam producer of the CEE countries was also about 
one-third of that for Korea. Hungary and Bulgaria 
were more productive than their CEE counterparts in 
terms of the productivity ratio, but they are both small 
producers overall (table 66). 

Fabrics 

1989 1987 1988 1989 

Million kilograms Million square meters 
Bulgaria • . . . . . . . . . . . . . . . . . . 118 
Czechoslovakia . . . . . . . . . . . . . 204 

121 119 499 507 509 
206 206 996 1,003 1,005 

Hungary . . . . . . . . . . . . . . . . . . . 104 
Poland . . . . . . . . . . . . . . . . . . . . 278 
Romania 1 • • • • • • • • • • • • • • • • • • 323 

101 95 415 410 357 
282 277 1,088 1,135 991 
304 219 1,073 1,151 1,206 

1 Romanian production of yarn, which is used for fabric and knitwear production, decreased from 1987 to 1989. 
Fabric production increased during this period, but knitwear production decreased even more, explaining the decline 
in yarn production. · 

Note: Data for 1989 for Bulgaria, Czechoslovakia, and Romania (for yarn only) were estimated. 

Source: Compiled from Statistical Yearbook 1988 and 1989, Hungarian Statistical Office, The Fibre and Texti/8 
Industries of the U.S.S.R., Eastern Europe and Yugoslavia to 1992, International Wool Secretariat, 1990; "The Textile 
and Clothing Industry in Romania,• EIU Textile Outlook International, March 1991, p. 22; Donald E. deKieffer, Doing 
Business With Romania, Peter E. Randall Publisher, 1990; and data supplied by the Polish Ministry of Foreign 
Economic Relations, Warsaw, 1991. 

Figure 7 
1989 Installed spinning capacity 

Bulgaria··· 

Czechoslovakia 

0 2 3 4 

Millions of spindles (includes rotors) 

Note.--China had 38 million spindles and the United States had 13 million spindles in 1989. 
Source: Compiled from ITMF statistics. 
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Much of the CEE textile industry is currently 
operating at very low capacity utiliz.ation levels-less 
than 50 percent in some instances-which raises the · 
marginal cost of the products manufactured under such 
circumstances.787 The low-capacity utilization in pan 
results from a loss of traditional markets both home 
and abroad. The industry is facing increasing 
competition from imports in their home markets, while 
at the same time their major export market, the Soviet 
Union, has collapsed. Because of the inefficiencies in 
the industry, many firms are unable to generate 
sufficient revenue to invest in new machinery. Unless 
firms adapt to market conditions by using their 
resources more efficiently and removing redundant 
workers, many firms could go bankrupt 

Most of the spinning and weaving machinery in 
CEE countries is from the Soviet Union and CEE 
countries. This machinery is considered inferior lO 
machinery produced in the West (including Japan). 
Even the machinery produced in Czechoslovakia-the 
invenlOrs of air-jet weaving and open-end spinning-is 
less refined than Western-produced machinery, which 
is primarily used in Asian and Western countries. The 
CEE machinery operates at slower speeds and produ<;es 
products with more flaws than machinery ·produced in 
the West . 

Unlike apparel, textile production has become 
relatively capital intensive. Given. the overcapacity 
that already exists in global production, combined with 
the generally low value added of the product, it is 
unlikely that foreign investors will attempt lO revitalize 
the unproductive firms or bring on new capacity. The 
exception would be niche products such as linen and 
certain woolen fabrics for which these countries appear 
to have some advantages. 

Bulgaria will be excluded from the· remainder of 
the analysis on textile products because of its low level 
of textile production, capacity, and exports lO the 
United States and EC. While Romania was also a 
relatively insignificant exporter lO the United States 
and EC in 1989, Romania has significantly larger 
production capacity and historically has exported larger 
quantity of goods to the United States and EC. 
Hungary, a relatively small producer, will also be 
included because it was the second largest exporter of 
the CEE countries lO the West 

Czechoslovalcia.-ln 1989 there were 57 textile 
firms in Czechoslovakia, almost all of which employed 
over 1,000 workers.788 More than one-half of the 
firms employ more than 2,500 workers 789 and some of 
the larger Czechoslovak factories, particularly in the 
cotlOn spinning and weaving sector, employ as many as 

. . _ 7ll'I Polish capacity utilization rates are estimated to be at 
30-40 percent and Hungarian rates at roughly SO percent Dr. Pal 
Pakalci, interview by USITC staff, Budapest, July 1, 1991, and 
Andnej Stasinski, Witold Rakowski, l.dzislaw Czaplicki;· and 
Edward Szucht, lnstytut Wlokiennictwa, USITC staff interview, 
L.od~ July 9, 1991. 

88 StaJistical Yearbook of the Czech alld Slovak Republic 
.1990. 

789 Jbid. 

7,500 people.790 The average wage for textile industry 
workers was $1.21 per hour, below the national 
average of $1.40 per hour for all of industry in 
Czechoslovakia.791 The Czechoslovak textile wa~e 
rate is less than Korea's rate at $3.33 per hour.792 
However, productivity is significantly lower in the 
Czechoslovak industry in comparison with that of 
Korea. 

So far the textile industry has not been very 
·successful in attracting foreign investment As of 
March 1991, there were only two joint ventures with 
foreign firms, with the total foreign capital outlay 
valued at $300,000. Like other CEE countries, it is 
unlikely that the industry will auract significant 
amounts of new foreign investment because of the lack 
of profitability in the industry. 

Although hard currency shortages have limited 
access to state-of-the-art textile machinery 
manufactured in Western Europe, technical research 
institutes in Czechoslovakia have played a large role in 
developing modern spinning and weaving equipment 
for use in Czechoslovak mills. Pioneering research 
efforts aimed at developing air-jet weaving and 
open-end spinning systems were conducted in 
Czechoslovakia during the Communist era.793 After 
basic research was completed, licensing agreements 
were reached with major textile machine~ makers, 
including . Toyoda, Sulzer Ruti, and Rieter. 94 As a 
result of this research and development, the level of 
technological moderniz.ation in Czechoslovakia is quite 
high in relation lO its CEE neighbors. Nevertheless, the 
machinery is still considefe9 inferior to machinery 
produced in the West . 

Czechoslovakia was the third-largest producer of 
yarns and fabrics for the region in 1989, but the largest 
exporter lO OECD countries. Czechoslovakia also has 
the largest ·weaving capacity of the CEE countries, 
even though it has the third-largest spinning capacity, 
next to Poland and Romania (table 67). 
C~hoslovakia has a smaller spinning industry relative 
to Poland and Romania, because it devotes less yarn 
than Poland and Romania lO the knitting industry. 
Traditional. areas of competitive success ·include the 
production of heavyweight fabrics made of natural 
fibers, especially wool ·and wooVmanmade-fiber 
blended fabrics. Czechoslovakia is also a significant 
producer of linen fabrics an.d the second-largest CEE 
producer of cotton fabrics, next to Romania. Despite 
some success in export markets, Czechoslovak textile 
goods have recently lost domestic market share to 
imports from Asian countries. 795 Czechoslovak 
consumers reportedly . have become more 
discriminating, demanding better q~ty goods.796 

790 ZdCnek Manicek, wCzcchoslovak Privatizatioo," Twile 
Asia~/fovcmbcr 1990, p. 116 . 

1 StaJistical Yearbook 1990. 
792 wwemer Labor Cost Comparison, Summer 1990," Wemer 

International, New York, July 1990. · 
793 wCzechoslovakian Textile Machinery: On the Brink of a 

New Olallenge," Teuile Leader. June 1990, p. 90. 
794 Ibid .• p. 90. 
79s Mr. Jiri Kou1nik and Vladimir Wiedennann of CentJOlelt, 

interview by USITC staff, Prague, July 12, 1991. 
796 Jbid. \} 
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Table 67 
Textiles: Number of Installed looms In CEE In 1989 

Item 
Looms for weaving 
on the cotton system 1 

Looms for weaving 
on the wool system 1 

Bulgaria ................................ . 
Czechoslovakia .......................... . 
Hungary ................................ , 
Poland ................................. . 
Romania ............................... . 

11,000 
25,000 

7,300 
24,450 
14,000 

1 The primary difference between the •cotton system· and the "wool system· is the length of the fiber used. 
fibers tend to be shorter than wool fibers. Manmade fibers can be cut to size to use in either system. 

Cotton 

2 Not available. 
3 1988 data. 

Source: International Textile Machinery Shipment Statistics, vol. 13, 1990. 

Czechoslovakia probably has the most potential of 
the CEE counuies to increase its fabric exports to the 
WesL Although the industry is still inefficient. its 
relatively higher technological base should provide 
greater opportunities for growth and development It 
will be necessary, however, for the industry to improve 
its efficiency by reducing the workforce and, in some 
cases, breaking up some of the huge textile firms into 
smaller, more manageable units. The products which 
would likely be most successful are those intended for 
niche markets, such as linen and some wool fabrics. 

Hungary.-Many large firms were created in the 
late 1960s as part of a state program to encourage 
mergers and to facilitate centralized control of industry. 
Most · textile firms integrated all aspects of the 
production process, from yarn spinning to fabric 
finishing. In 1988, 1 large firm employed more than 
5,000· workers, and 4 textile firms were among 
Hungary's 100 largest industrial companies.79T 
Nevertheless, the management has started breaking up 
the industry into smaller units. A total of 240 
companies were active in 1990, up from 67 in 1985.798 
Employment dropped from an average of 1,600 
workers per company in 1985 to roughly 315 per 
company in 1990, though some companies still employ 
significantly larger number of workers. Employment 
for the industry overall declined by 29 percent during 
this same period to roughly 75,800 workers.799 This 
drop in employment was largely due to decreased 
production. Yarn production declined by 15 percent 
during this period and fabric production fell by 34 
percent. 

Average wages in the Hungarian textile industry 
were $1.24 per hour in the summer of 1990, 
approximately 12 percent of the U.S. industry 
average. 800 This placed Hungary well below many 

m Sandor Fulop, •Profile oC the Textile Industry in 
Hungary," Tutile 0111/ooA: ffllernalional, Economist ln1elligence 
urui.,:ovember 1989, p. 75. 

HM111Iariall /ndus1ry and Trtuk 1980-1990, Ministry o{ 
Industry and Trade. Budapest (hereafter referred IO as •HMllgarian 
fndMslrY aNl Trtuk•). 

79'/' Ibid. 
800 ·wemer Labor Cost Comparison, Summer 1990," Werner 

International. New York, July 1990. 
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export-oriented textile manufacturing nations such as 
Taiwan, which had an aver:age hourly 'W'.age rate of 
$4.56. However, Hungarian labor costs were 
significantly higher, in dollar terms, than those in 
Malaysia, the Philippines, China, and Indonesia. 801 
Productivity was believed to be lower than other major 
producers because of the poor quality of the machinery 
and the low-capacity utili?.ation rates in the Hungarian 
industry. In addition, the textile industry. is reportedly 
losing some of its skilled workforce, particularly 
managers and engineers, to other industries that pay 
higher wages.802 If the industry intends to keep these 
workers, it will have to improve productivity so that it 
can increase wage rates. 

The level of technical sophistication in the industry 
is not high.803 Nearly three-quarters of Hun~ 
textile machinery was purchased prior to 1980. 
Hungary lagged behind both Czechoslovakia and 
Poland in its purchase of modem equipment over the 
last decade. 805 Inability to obtain credit or hard 
currency has forced many Hungarian firms to purchase 
or lease second-hand equipment.806 In addition, 
interest rates of 40 to 45 percent have made the cost of 
financing new machinery prohibitively high. Even 
some of the newer equipment, particularly the looms, 
employ older technology.807 Almost 65 percent of 
equipment in place was purchased from other Central 
and East European countries.sos 

As of January 1990, there were 15 joint ventures 
with foreign firms in the textile sector, with a foreign 
direct invesunent valued at $13.5 million.809 German, 
Austrian, and Italian companies continue to express the 
most interest in Hungarian-based manufacturing.BIO 

801 Ibid. 
801 Pakaki interview. 
803 Pakaki interview. 
ao. EIU, p. 82. 
805 Based on ITMF, Mlntemational Textile Machinery 

Ship!]enls," 1989. 
806 Fulop, MProfile of lhe Textile Industry in Hungary," p. 82. 
8U7 Dr. Frigyes Gelcji, interview by USITC staff, Budapesl, 

July J,,. 1991. 
Fulop, p. 72. 

809 MDatabase on Joint Ventures," Economic Commission for 
Eu'°f.ii, January 1990. 

10 Hungarotex representative, USITC staff ielephone 
interview, Mar. 5, 1991. 



Hungary has a relatively small textile industry 
compared with those of Czechoslovakia, Poland, and 
Romania. Although steps have been taken to split up 
huge companies into smaller, . more manageable 
operating units, the industry is still inefficient. The 
spinning industry appears to be more productive than . 
that of the other CEE countries, and it is possible that it 
could increase its exports of yam. · It is· unlikely that 
Huogary will become a major exporter of fabrics, 
though it could boost exports of those products that are 
currently in high demand in Western markets, such as 
rayon fabric. 

Poland.-Employment in the Polish textile 
industry totaled 285,000 workers in 1989, down 
significantly from 342,000 worlters in 1987.sll 
Currently the industry consistS mostly of large, 
vertically integrated finns, employing up to 4,000 . 
worlters.s12 In general, the companies are overstaffed 
and are top heavy with administrative staff.Sl3 · 
Capacity utilization in the textile industry is quite 
low-estimated at only 30-40 percent by a textile · 
research institute in Poland.S14 One reason given for 
the low capacity utilization is increasing competition· 
with imports from Asian countries.SIS Another reason· 
is the loss of a major export market, the Soviet Union. 
The industry has begun reducing capacity as part of a 
broad industrial restructuring program initiated by the 
Polish Government in January 1990. · Nevertheless, 
significant shrinkage is still required if the textile 
industry is to become more competitive. 

Poland is the largest yam and fabric producer in the 
region. It is known particularly for its production of 
linen, heavyweight wool, and knit fabrics. However, 
the quality of the yams, particularly acrylic yams, and 
cotton fabrics is considered low by international 
standards.s16 Much of the apparel exported from 
Poland uses foreign fabric imported for use in outward 
processing.SI? 

Most of the textile machinery is IO to 20 years old. 
The weakest links in the.textile production process are 
the spinning and finishing technology. For example, 
the technology in continuous dyeing equipment was 
geared towards very-high-volume runs of fabric.SIS In 
comparison, weaving technology in Poland is more 
modem. Rouf hly 50 percent of the looms is less than 
IO years old. 19 In addition, many Polish workers 
were trained in special textile technology programs 

811- Data supplied by the Polish Ministry of Foreign Economic 
· Rdatians, Wanaw, 1991. . . 

812 Mr. Janusz Zgorzysnski, Ministry of Industry, USITC staff 
interview, Wanaw, July 4, 1991. 

813 ••• 

814 Stasinski, Rakowski, Czaplicki, and Smcht interview. 
m Ibid. 
8l6 Mr. Charbcl Ackermann, Boston Consulting Group, 

USITC staff telephone interview, July 25, 1991. 
817 Elzbicia Kaczmarek, Polcocex, USITC interview, Wanaw, 

July S,.J 991. 
818 ••• 
819 ••• 

in technical institutes around the country.820 The level 
of technical competence among Polish textile worlters 
is considered quite high by CEE standards. 

One means of obtaining new technology and 
capital for new equipment is through joint ventures. 
However, there were only lO joint ventures with 
foreign firms as of October 1989, with the total amount 
of foreign investment valued at only $700,()()().S21 
Until the large companies split into more manageable 
units and · eliminate redundant employees, it is 
improbable that significant amounts of foreign capital 
will be auracted to the textile industry. 

. The Polish Government commissioned a pnvate 
study822 to determine how the textile and apparel 
industry might restructure in order to becOme more 
competitive. The authors recommended that the 
industry break up into smaller, less vertically integrated 
units that would act as individual profit centers. 
Breaking up· the huge enterprises would improve the · 
flexibility of production and make the plants more 
attractive targets for privatization. They also 
recommended reducing the levels of staff, particularly 
administrative staff. If the industry fulfills these key 
recommendations, Poland could become a more 
competitive exporter of some . fabrics, particularly 
linen, woolen, and certain manmade-fiber fabrics, such 
as rayon. 

Romania.-Textiles represent about 6 percent of 
Romania's industrial output Roughly 412,400 people 
were employed . in the Romanian textile industry . in 
1989.s23 The Romanian textile industry is 
characterized by very large state enterprises, almost . 
two-thirds of which employ 2,000-5,000 people, and 
another 20 percent that employ 5,000-18,000 
people. S24 Romania is the second-largest textiles 
producer in the region, and is one of the larger 
producers of linen fabric. Employment levels have 
been relatively stable throughout the 1980s, but they 
are expected to decline as Romania switches to a 
market economy. Romania has announced its 
intentions to create smaller finns by spliuing up 
existing state enterprises. Currently, these large finns 
hinder Romania's export competitiveness. They are 
inflexible, inefficient, and overstaffed. 

Virtually all of Romania's spinning and weaving 
machinery is of domestic origin and is considered 
obsolete by Western standards.825 Even mills with 
foreign machinery employ tool fitters to manufacture 
their own spare parts. One mill reportedly has not 
imported any spare parts for 15 years. 826 The 

820 "Cultivating the East Bloc,'' WClflll:n'.r Wear Doily, Aug. 7; 
1990. . 

Ill "Database on Joint Ventures," Economic Commission for 
Europe, January 1990. 
. Ill ••• 

823 S1a1is1ical Yearbook of Romania, Bucharest, 1990. 
824 Ibid. 
825 "ITMF Newsletter,'' lntematiooal Textile Manufacturcn 

Federation, Zurich, Switzerland, November 1990. 
826 Ibid. . 
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"eqwpmerit in. the knitti1'g Seetor is also very o~tdated. 
The inferiOrity of the machinery is reflected in the 
quality of the end product. Apparel produced for 
expon . primarily uses imported rather than 
Romanian-produced fabric.827 The major non-CMEA 
market for Romanian fabric in 1989 was Iraq. 

While ·Romania is a large produeer of yams and 
fabrics, it is unlikely to be a major exporter in the near 
future. The production is ·generillly of pooi: quality. 
Until the industry is able to invest in .new equipment, 
the product quality will cbntinue to be low and would 
sell at the bottom end of Western markets. These 
products currently are not eompetitive in the U.S. 
market beeause Romania does not receive MFN 
treatmenL Therefore, imports of textile products from 
Romania receive much higher rates of duty than similar 
products from other major textil~ producers. 

Government policy and nature of 
management structure 

, ·Overall, the CEE textile industry is highly 
concentrated in .. a small number of very· large 
state-owned companies. Typically production is 
vertically integrated, from the raw fiber to the finished 
fabric, and sometimes extends to the final made-up 
good~ such as knit apparel. · Under the outgoing·· CEE 
economic system, heavy state involvement iD every 
phase · of the manufacturing process· has allowed 
enterprises to operate unprofitably. Instead of relying 
on relative·prices to determine the proper mix of inputs 
in the production proce8s, East Bloc factories made 
decisions based upon central. planning targets. Raw 
materials such as cotton, wool, and man-made fibers 
were generallY. used inefficiently, resulung in a great 
deal of waste.828 As a general rule, maximizaiion ·of 
output rather than quality was the primary objective of 
state-run enterprises. As in other CEE indusiries, the 
conduct .. of foreign trade was the responsibility of the 
central authorities. Plant managers· had little or no 8ay 
in decisions concerning imports of raw materials and 
equipment. · ' 

I ' 

The CEE countries have recently abandoned 
c~traliz.ed industrial planning and in some instances 
have begun to break up the huge textile companies that· 
dominated under the Communist regimes. Currently, 
most of the enterprises are still· state-owned, but 
managed at the firm level. Government incentives and 
price controls have been dropped for the most part. so 
firms are now operating under conditions closer to a 
free marke~ . Operating in a marlcet environment will 
force firms to make better.decisions regarding their use· 
of inputs· and target outputs, or they will go bankrupt. 
Already in Poland there are signs that firms are 
confronting the need to adapt to a market system. One 

827 Jbid. 
828 For a description of inefficiencies in the fiber market, sec 

The Fibre and Tutile lndustriu of the U.S.SR., &stern &rope 
and ff18o.1'avia to 1990, International Wool Secretariat, 1990. 
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firm complained of high overhead costs829 that are 
exaceJ'bate(;t by low capacity utilization rates, and 
another firm discussed difficulty in forecasting future 
production costs. 830 

Firms in the CEE countries are now permitted to 
conduct their own foreign trade. For the most part, 
however, foreign. trade is still conducted by the large 
state trading organizations, mostly because these fmns 
have foreign contacts and established markets. In 
Ci.echoslovakia, for example, CENTROTEX, the state 
trading firm for the textile and apparel industry, 
managed about 90 percent of Czechoslovakia's foreign 
trade in textiles and apparel. 831 . 

Adjusmiel'J.t issues 
Availability of natural fibers is a particular problem 

across the region. With the exception of Bulgaria, 
which produces about 20,000 bales of cotton annually, 
and Romania, which produces most of its own wool, 
CEE textile firms rely on imporu to meet their natural 
fiber needs. 832 Historically, the Soviet Union has been 
the principal' supplier of cotton to the region. Now 
countries are forced to pay world prices for their 
cotton, and are subject to fluctuations in the price of 
cotton. In the 1970s and.1980s CEE countries did take 
steps-to limit theit reliance on imported raw materials 
by boosting production ofman-made fibers. However, 
this switch to petroleum-based man-made fibers is also 
complicated, as Soviet oil supplies to the region must 
now be purchased in hard currency. Currently a major 
obstacle . to . purchasing raw materials is the cost of 
financing imports. High· interest rates have added to 
the cost of financing imported raw materials. In 
Hungary, for example, interest rates ranging from 40 to 
45 percent have made imports of wool for one textile 
fimi very ·expensive. 833 Importing inputs requires a 
much larger amount of working capital compared with 
using domestic inputs. 

A credit , squeeze characterized by high interest 
rates has atso inhibited the purchase of new machinery 
and spare parts. Th.e credit squeeze has been further 
exacerbated ·for some firms because customers have 
failed to pay their debt A shortage of hard currency 
has also inhibited the purchase of new machinery from 
the We5t, which is considered . more efficient and 
reliable than that produced in the CEE countries. 

Foreign investment, another source of capital, has 
not been overwhelming. Significant foreign 
investment in the textile industry is unlikely in the near 
term, until there is more shrinkage in the industry and 
the huge state enterprises are broken up into more 
manageable and profitable units. 

829 KaCDnarck interview. 
830 lwinska interview. 
831 Koutnik interview. 
832 Cotton: World Statistics, Bulletin of !he In.temational 

Cooon Advisory Commiucc, 1990. 
833 Mr. Pe1cr Benda, Mn. Kate Blasko, and Mn.· Kate Bella, 

of H1D1garian Wonted Fac:tory LID, USITC staff interview, 
Budapest, July 3, 1991. 



·Foreign trade 

Potentially, lhe most profirable markets for CEE 
textile and apparel makers are Western Europe and lhe 
United Swes. Czechoslovakia demonstrated lhe 
greatest competitive sttenglh in textile export markets 
during the latter half of the 1980s (figure 8). Most of 
·.~exports went to lhe EC, where MFN treatment is 
-gi:allted to lhe exports of all lhe CEE countries. · 

U.S. imports of yams and fabrics fJ'Om CEE' . '. 
counll'ies are very ~ compared wilh total U.S. 
imports (figure 9). Hungary and Poland~·bolh of which 
have MFN swus, accounted for 80 pereent ·of U:.S. · 
imports in 1990 (figure 10). Tbe United Srates 
currently does · not grant MFN tteatment to exports . 
from Romania and Bulgaria.834 . Wilhouf MFN 
treatment, U.S. import duties on textile products are as 
high as 80 percenL Czechoslovakia's exports to the 
U.S. market should increase as irwas recently granted 
MFN status. Major imports from CEE countries m· · 
1990. included cotton and m~made-fiber yams from 
Hungary; linen fabrics from Poland, Czechoslovakia, , 
and Romania: wool fabric from Poland and 
Czechoslovakia; and· couOO printclolh from Romania. 

Both lhe EC and the United Swes maintain 
quantitative resttictions on imports of textil~ products . 
re.through quo&as administered in accordance wilh lhe 
Multifiber Anangement (MFA). Cunently, the United 
Swes and the EC have existing bilateral textile 

.,. BuJaaria is expected to be granted MFN status in the near 
futu 

Flaur•8 · · 
Oleo lmporta from CEE countries, 1989 

,,. ' . ·' •,: ... :;: 

_,· t 
• "<"• •. :·: • ;. 

;.·:· ·. 

Source: Based on UN, U.S., and EC value trade data. 

agreements under which quotas are implemented wirh 
Czechoslovakia, Hungary, and Poland. 

The effect of' U.S. quotas on Central and East 
European exporters is limited, however, since most 
quotaS are consistently underutilized. For example, fill 
rates on U.S. quotas for textile products from Hungary 
did not exceed 50 percent for 1990. Those quotas that 
:were highly utilized were wool and wooVmanmade 
fiber-blended fabric from Czechoslovakia, and 
artificial staple-fiber fabric from Poland. The 

'· President's· Trade Enhancement Initiative for Poland, 
· Hungary,· and Czechoslovakia promised to examine 
m~ures to adjust the bilateral agreements to enhance 
CEE uade. Such measures that could be examined 

. inclu~e increased flexibility in lhe use of quotas and 
more broadly defined quotas, such as a quota on 
"fabrics" rather than "cotton printclolh." In addition, 

'quotas could be expanded. 
In late 1990, lhe EC liberalized quotas on imports 

, from Poland, Hungary, and Czechoslovakia in 
· conjunction wilh broad efforts by lhe West to 
·.encourage market-oriented reform in lhese three 
countries.835 In all cases, the EC and its three trading 
·partners agreed that the quota increases would be 
considered "exceptional." Market access for CEE 

· suppliers ·was expanded for woven fabrics, and for 
Poland for knit fabrics. All quota adjustments apply 
only to 1990 and 1991. It is not evident at. lhis time 
whether lhe quota adjustments have helped the CEE 
counll'ies. 

135 See Official JOUTNJI of tlie E11TOp«»s COIPllPlll!tiliu, 
Brussels, No. L 28S, Oct. 17, 1990 and No. U13, Jan. 1a; 1991 
for more detail on the adjustment or 'these quotas. . 

Bulgaria 
3% 
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Flaure 9 _ - : 
U.S. textile Imports from the wortd, 1~90_ 

SOurce: Based on U.S. DOC quaritity data, 

. ~:~Y .. lmpo~- ,,:,m CEE countries, 1987 and 1990 

'·'. 
-~ ·~· . 

. •.! ·', 

_.· 

8u1g-aria 
'3% . 

~~~-Czechoslovakia 
10% . 

. : .. · .... 

Note.-lmports from Bulgaria in.1990 were less than 0-.1 percent. 

Source: Based on UN value data. 
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Table68 
Textiles: OECD Imports from Eastern Europe, 1985-89 

U.S. imports from-
Poland .......................... . 
Czechoslovakia .................. . 
Hungary ......................... . 
Romania ........................ . 
Bulgaria ....................... · .. 

EC imports from-
Poland ......................... . 
Czechoslovakia .................. . 
Hungary ........................ . 
Romania ....................... · .. · 
Bulgaria ......................... . 

Other OECD imports from- · 
Poland ......................... . 
Czechoslovakia .................. . 
Hungary ...................... ,. .. 
Romania ........................ . 

ro~~1&E~D.imporis i..O~ · · · · · · .·. · : · · 
Poland ......................... ·. 
Czechoslovakia .................. . 
Hungary ......................... . 
Romania ........................ . 
Bulgaria ........................ . 

(Value in million dollars) 

1985 1986 

7,965 
4,081 
4,839 

10,355 
45 

21,827 
67,859 
22,970 
27,501 

5,359 

10,219 
35,758 
14,117 
10.416 
2,314 

40,011 
107,698 
41,926 
48,212 

7,718 

6,278 
3;373 
3,373 

10,665 . 
254 

28,204 
91,081 
31,578 
30,852 

8,875 

12,500 
37, 164 

. 17,412 
14,786 
2,366 

. 46,982 
131,618 
52,363 
56,303 
11,495 

1987 

9,811 
4,277 

14,565 
12,582 

1,385 

31,739 
97,081 
39,544 
25,692 

8,321 

14,798 
43,711 
22,542 
17,041 
2,338 

56,348 
145,069 
76,651 
55,315 
12,044 

1988 

17,027 
5,689 

18,240 
6,858 

55 

39,403 
93,928 
47,761 
16,997 
8,521 . 

15,745 
48,052 
21,591 
20,396 

3,074 

72,175 
147,669 
87,592 
44,251 
11,650 

1989 

10,810 
4,565 

17, 150 
2,291 

36 

40,546 
90,305 
49,779 
13,565 
10,249 

18,220 
54,094 
19,928 
17,318 
. 1,695 

69,576 
148,964 
86,857 
33,174 
12,025 

Source: U.S. Department of Commerce for U.S. imports, Nimexe data base for EC imports, and.UN trade data base 
for imports from other OECD countries. . · 

Table69 
Textiles: OECD exports to Eastern Europe, 1985-89 

(Value in million dollars) 

1985 1986 1987. 1988 1989 

U.S. exports to-
Poland .......................... 1,040 742 723 2,159 5,383 
Czechoslovakia ................... 112 153 ·148 418 477 
Hungary ......................... 647 271 673 1,634 1,135 
Romania .................. : ...... 1,730 881 264 343 348 
Bulgaria ...... · ................... 52 10 25 96 130 

EC exports to-
Poland ........................... 114,893 139,481 168,238 217,660 257,741 
Czechoslovakia ................... 40,618 54,305. 65,173 72,199 77,158 
Hungary ............ · ............. 144,241 197,533 229,086 237,420 244,565 
Romania ......................... 86,493 106,373 126,799 149,282 ·162,035 
Bulgaria ......................... 21,842 22,898 

Other OECD exports to-
23,555 31,642 38,583 

Poland .......................... 16,381 24,847 21,001 20,534 34,972 
Czechoslovakia ................... 8,560 15,835 20,917 22,748 21,639 
Hungary ......................... 28,362 31,741 35,001 29,284 39,276 
Romania ......................... ~.815 ·4,134 2,509 587 3,395. 

10~~1&E~D.8xpc)ri5 iO..:..: · · · · · · · · · '. • · · · 10,878 14,441 8,816 11,097 7,949 

Poland .......................... 132,314 165,070 189,962 240,353 298,096 
Czechoslovakia ................... 49,290 70,293 86,238 95,365 99,274 
Hungary ......................... 173,250 . 229,545 264,760 268,338 284,976 
Romania ................. · ........ 92,038 111,388 129,572 150,482 165,778 
Bulgaria ......................... 32,772 37,349 32,396 42,835 46,662 

Source: U.S. Department of Commerce for U.S. exports, Nimexe data base for EC exports, and UN trade data base 
for exports from other OECD countries. 
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Finns in C7.eehoslovakia and PQland expressed 
concern that U.S. and EC restrictions limit their ability 
to expand their markets. In a study for th~ Polish 
Government, the aoston Consulting Group observed 
that' fragmentation 'Of EC quotas among.the individual 
member states resulted in small quotas, which reduced 
Poland's export. potential. Poland has not filled its 
textile ~uotas, in part because .of this subdivision of 
quotas. 6 According to a Polish textile institute, 
quotas in the United States and EC impede the 
development potential of the textile industty in 
Poland. 837 CENTROTEX, the C7.eehoslovak state 
trading company for textiles and apparel, claimed that 
some previous CEE markets in., Africa and South 
America are now ·also restricted by those countries 
since the>-'. have been developing their own light 
industries. 838 

.Tourism· 

Prepared by Gail Burns 

Export potentiai 

J_: 

Since many CEE countries have natural tourist 
attractions such as breathtaking vistas, diverse flora and 
fauna, a wide range of climates, and ethnic and cultural 
diversity, analysts believe there is major potential in the 
long run for development of tourism from Western 
Europe and North America. People with East 
European extraction in particular, who may wish to 
visit the countty from which they or their ancestors 
emigrated, offer promising possibilities for growth in 
tourism. Overall, however, the potential for increasing 
tourism earnings in the short run is limited because of 
the lack of an extensive tourist infrastructure, including 
mQ<lern hotels and motels, especially outside the major 
cities; the absence of adequate foreign language 
assistance; and the limited range of entertainment 
cooices. ' 

Industry charaeteristics839 ' 

.. Few Western tourists traveled to the CEE countries 
other tfum Hungary prior to 1989. They viewed the . 
region as being too risky politically and plagued by. 
poor infrastructure, inadequate hotel facilities, dismal 
shopping possibilities, and a lack of standard tourist 
ameni~es. Travel was undenak.en mainly by 
businessmen and the more curious and deterffiined 
travelers. Registrations with the police and restrictions 
on movement inside these countries were among 
common means used to control the inflow of 
noncommunist visitors. Moreover, tourism was not 
widely developed or promo~ . within the CEE 

836 ••• 

137 Stasinski interview. 
831 Koutnik interview. 
839 The primary source for the individual country analysis 

was Kerpel, Eva, Towism ill Eastern Ewope and the Soviet 
Union, The Economist Intelligence Unit, October 1990. 
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countries. Some governments perceived tourism as a 
'.'non-productive" sector that merited only minimal 
invesunent. Tourism received only whatever money 
remained after the needs of heavy industty and other 
priority sectors were met. Although Western tourists 
brought much needed hard currency, most governments 
in the region were reluctant to seek foreign tourists for 
fear of exposing their citizens to Western political and 
economic ideologies. 840 

In the 1970s, mounting economic problems and the 
recognition that tourism could generate much needed 
income encouraged some CEE leaders to start 
promoting foreign tourism .. Hungary and Poland, for 
example, allowed tourism organi7.ations to become at 
least· partly self-financing, and their governments 
sanctioned greater invesunent in foreign tomism. 
Despite such efforts, recurrent internal political strife 
prevented tourism from expanding significantly until 
the mid- and late· 1980s. As the nations of Eastern 
Europe took decisive steps towards democracy, Europe 
entered an era of major growth in East/West tourism in 
both directions in the late 1980s. 

There are several impediments to the .tourism 
industry in the CEE countries. Tourism facilities 
throughout these countries are inadequate, and apart 
from hotels, are generally neglected. The infrastructure 
in most, ,of .the .,-egio~·s. cities is fairly run down, 
although public transportation is efficient and 
inexpensive in most places. Evening entertainment is 
often difficult to organii,e and foreign language 
assistance, usually prepared by the national tourism 
offices, is insufficient or nonexistent. In most of the 
CEE countries, the personnel employed by hotels, as 
well as by the travel agencies, are inadequately trained 
.to assist foreign gu~ts. The real potential of earning 

,. convertible currency from foreign tourism has not yet 
been c'early recognized, and invesunent in tourism has 
been treated as a residuaJ.841 . . 

The ability to attract foreign tourists intO CEE 
countries differs significantly among the various 
countries, as does the short term potential to improve 
their tourism industries. Future tourism into this region 
will depend not only on the level of invesunent and the 
amount of favorable changes in regulations in the 
tourism industry, but also on the general economic and 
political developments. In addition, environmental 
degradation because of industrial pollution will greatly 
limit the appeal of many areas of CEE countries for 
tourists. 

Bulgaria.-Bulgaria has long sandy beaches on the 
Black· Sea with temperatures similar to the 
Mediterranean countries; mountains suitable for skiing 
and hiking; old and relatively well-preserved towns 
spread throughout the country; monasteries dating back 
to the seventh century; and over 500 sources of 
curative mineral water, making for a variety of health 
resorts .• Bulgaria also has a growing number of events 

&IO Kcrpel, Eva, Tourism i11 Eastern Europe and the Soviel 
: Union, The Economist Intelligenoe Unit, October 1990, p. 4. 

Ml Ibid. 



featuring folk arts and dances. In addition, Bulgaria 
has . developed into . one . of Europe's major 
wine-growing areas to complement the region's unique 
cuisine: ·· 

Although the more recently built five-star hotels 
meet international standards, most of the tourism 
facilities are of a much lower quality. Three quarters of 
the available lodging in Bulgaria belong in the two and 
tl;1ree star category, which are generally not suitable for 

"Western tourists. The tourism infrasttucblre, as well as 
the general in~ttucture, is underdeveloped. The 
number of hotels and. other lodging· facilities totaled 
639 (with approximately 200,000 beds) in 1988; of 
which 394 belonged to the · Bulgarian . state travel 
agency, Balkantourist In 1988,. there only were four 
five-star hotels in the colini:ry: the· Sheraton and New 
Otani in Sofia. the Novotel in. Plovdiv, and the Grand 
Hotel Varna in Varna on the Bfuck Sea. 

. Socialist policies in Bulgaria have inhibited 
development of tourism. In the past 15 years, the 
objective of gc;>vernment policy was primarily to satisfy 
domestic demand and demand from fellow socialist 
coontries. The government officials responsible for the 
tourism sector are reportedly part of a bureaucratic, 

· nopprofit oriented system in which the fulfillment of 
the central plan is the most important goal. According 
to industry an3lysts, employees in the tourism industry 

Table70 

receive a set salary regardless of the success of the 
operation, resulting in a work force that is not highly 
motivated. Because the government prefezs organi7.ed 
tourism to individual tourism, most intemalional 
tourism is in the form of organized tours. Individuals 
on these organized, pre-paid package tours to Bulgaria· 
have little chance to spend extra money, which greatly 
limits the currency earning potential of foreign tourism. 
Foreign tourist Spending is believed to be quite low, 
although artificially high currency exchange rates boost 
the ar,nount in terms of l}.S. dollars. Tourism receipts 
in .Bulgaria account for less than 1 percent of the 
nationat income. 

Private invesbnent was not allowed until the l 980's 
and still occurs on only a very limited scale. Private 
individuals are now allowed to operate restaurants and 
bars, and to build and rent rooms and apartments at 
holiday resorts. 

· The nuinber of foreign visitors arriving in Bulgaria 
is relatively low, considering the country's attractions 
and tourism potential, Although the number of arrivals 
showed a.steady increase between 1965 and 1988, from 

· 1.1 million to 8.3 million, this compares poorly even 
with other socialist countries (table 70). Until recently, 
Bulgarian citizens' freedom to travel abroad was 
strictly limited. In 1988 .the total outbound tourism 
was 505,000 (table 71) . 

. I 

Foreign visitors arrivals In Bulgaria by country of origin, 19~ 
· · · . . (In thousands) 

Country 1985 

Turkey ................... '. ..................... . 
Y~oslavia .•.... · ... ·; . · ........•..... '. ..•......... 
Poand ....................... ;; ..•.....••......•.. 
USSR ...........•..... · •...... -:-..: .............. . 
Czechoslovakia ..••. ., .. ~ ........... · ............... . 
East German~ .... · .. : , , ............... , .......... . 
United States .................. · ................ . 

· ·All other ....•. ; .• ,.; .•....... : • : ..... , ....... , ... . 

2,675 
1,435· 

478 
364. 
445 

. 268 
18 

1,614. 

Total ..•• ~: .· •.••....••. '. ... :.. . . . . . . . . . . . . . . 7,295 

1986 

2,897 
1,916 

528 
304 
384 
260 

10 
1,270 

7,567 

1987 1988 

2,950 3,231 
1,436 1,455 

747 922 
384 .472 
398 426 
283 - 310 

13 17 
1,382 1,463 

7,594 8,295 

· 1 The United States is not a leading source of foreign tourists to Bulgaria; data on U.S. tourists are provided for the 
purpose of comparison. · · '·. . . . · 
Source: Central Statistical Office, Tourism, Sofia, 1988; Central Statistical Office, StatisticheskiSpravochnik, Sofia. 
Table 71 . .. 
Bulgarians traveling abroad by country of destination, 1980, 1985, 1987-88. 

. · · . (In thousands)'. · 

Country 

USSR ......................................... . 
East Germany .................... · ................ . 
Yugoslavia .•.................. ·.·; ................ . 
Czechoslovakia ........ ~.; ................. · ........ . 
Greece ........................ · ................ . 

.. ~: ~g~~~i~. : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : ; : : : : : :.·: 
... Hungary ........•............................... 
··United States 1 •••••••••••••••••••••• ·• ; ••••••••••• 

· All Other ........................................ . . . 

total ................ '. ..................... . 

1980 1985 

161 144 
90 65 
53, 44 
29 ',• 29 
23,. 27 

130 49 
. 22. 14 

34 35 
1 1· 

214 1·24· 

757 533 

1987 

154 
61 
43 
42 
28 
57 
20 
33 

1 
102 

540 
1 ~e United States is not a leading destination f<,>r Bulgarian tourists; data C!~e provided for the purpose of 

companson. ·. . · ' · 
Source: Central Statistical Office, Statisticheski Spravochnik, Sofia, 1989. 

+' .• 

1988 

137 
64 
44 
36 
35 
.34 
20 
18 
2 

116 

505 
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With the tourist attractions Bulgaria has to off er, 
the potential for international tourism is very good. 
However, the Bulgarian Government has done little to 
develop international tourism. Major political and 
economic changes will be needed if the tourism sector 
is to develop into a major source of foreign currency 
income. · · 

Foreign investment is likely to remain limited until 
the process of privatiZatioit, which doeS not begin until 
October 1991, · is underw'ay. · In ~e (uture,· loCal 
governments may also po8e 'a stumbling block to the 
development of tourism ·and the attraction of foreign 
investment in Czechoslovakia. . According. to Czech 
officials, local. · governments iri Czechmlovakia 
generally do not appreciate the value of promoting the 

Czechoslo11t1kia.-According to tourism creation of new busin~ an~ developing tourisn:i. 843 

professionals, Czechoslovakia is one of the· mmt In the 1980s, several four- ·and five-star. hotels.were 
beautiful countries in Europe, with mouniains, fast constructed in Prague and Biatislava:. Hotel Panoran1a, 
rivers, awactive lakes, uanquil forests, · and ·busy a joint venture between. CC:dok and an Ausuian fmn, 
medieval towns that experienced relatively · little Vairmpex; Hotel. Forum Prague,. a joint venture with 
damage during World War II. There are a large number Varimpex and the . Yugoslav Union Engineering 
of musical and folklore festivals organiied annually, Beograd; Hotel Forum , of Bratislava •. built by. CBC 
and contemporary performing and visual. ans are Paris (France) and Montin)'est Beograd (Yugoslavia); 
growing. Prague-the destination of.75-80 ~t of Hotel Tesnov, built by .Tourinvest, a joint venture 
all tourist arrivals-is one of the few CEE cities that between CBC and Cedok; Hotel ~. a joint venture 
has not only been well preserved, but also survived form.ed by Cedok and Varimpex Vienna (Austria), with 
World War II in good condition. Some visitors believe the participation of , Unioningeniering Zagreb 
it is the most beautiful capital on the continenL (Yugoslavia). A· second Panorama hotel is planned in 
Because of .Czechoslovakia's.· beauty and its central Prague, and several old hotels are under reconstruction. 
location in Europe, it attracts abOut 20 million viSitors In· total, hotels representing' 12,000 bedS are scheduled 
annually. However, less that 10 percent of all tourists to oi>en by.1995~ increasing to 20,000 beds by the year 
are from the WesL The drastic changes in the country's 2000. Nevertheless, this projeCted capacity is likely io 
political system and in the government's attitu~ be insufficient given that the current demand in Prague 
towards tourisin are likely to make Czechmlo. vakia is estimated at about 20;000 beds, up from a deniand of 
more popular to Western tourists. As a result, tourism . 7 ,000 iii 1988. ·' · · · · · 
is expected to grow considerably in the next decade. · ·Czechoslovak tourism officials estimate · the 

occupancy rates of hotels for Western touristS to be 
In 1988, there were approximately 120,000 beds · 90-100 percenL. In 1990, when regulations on private 

available in hotels in C7.eehoslovakia Nearly 70 · - activities and income became more liberal, several 
percent of all foreign visitors and 91 percent of all travel agencies began renting private lodging as a way 
Western visitors stayed in hotels. Demand for lodging of meeting demand. 
usually exceeds sripJ>ly. The demand is heaviest in 
Prague h f th h I · · than Domestic tourism· has always been very poj>ular 

• w ere mmt 0 e ote capacity 18 more and supported by the Czechoslovakian. GovemmenL 
SO years old and in need of basic reconsuuction. Foreign ·tourism, on the other hand, was iiltentionally 
Almost 90 percent of tourism revenues are drawn from neglected. As in other socialist countries, investment 
hC?fel services because of low domestic prices ~ · forei · I ted · k I ·1 
limited opportu.nities for increased foreign spending. an· gn toun$111 re a projects was ept ow unll 

the 1980s, and this s!tuation changed in · 1987 when 
tourism was. rulJJled one. of the priority areas of the. 

The majority of recent · invesunent in hotels and economy. A higher: level of central· investment in the 
Other tollrisrit faeilities has beeri con'centrated in J>iague tourism induslry followed along with.a liberalization of 
and Bratislava (the capital of Slovakia)· through joint regulations regarding the entry of foreign visitors to the 
ventures with foreign firms. Western construction country. A joint vent~ law was introduced that 
firms are considerably interested in participating in allowed up to 99-percerit foreign ownership. · 
joint ventures. Almmt every major hotel chain in the . . Czechoslovakia's tourism officials estimated that 
United States has shown an interest in investing in 
Czechoslovakia. However, the number: of joint receipts from internationai tourism were $600 million 
ventures and especially the amount of convertible in 1988. Following a s~dy increase in the number of 
currency to be borrowed were limited by the foreign arrivals in the .1980's, almost. 25 million 
government until the beginning of 1990. In 1991, there. foreigners visited Czechoslovakia in 1988 (table 72). 
were 55 joint ventures with Western participation in Although this number is .one of the highest of the CEE 
C7.eehoslovakia, of which 13 were related to tourism. countries, Czechoslovakia's tourism receipts ·have 
Officials in the country expect that investment in the never exceeded I percent· of the national income and 
tourism industry overall will account for more than so correspond to less than 2 percent of exports. Over 90 
percent of forei~ investment in Czechoslovakia over percent of the foreign arrivals in Czechoslovakia came 
the next 2 years. 842 . from other former Eastern bloc countries. Out of 26.4 

million arrivals in 1988, almost 24.6 million came from 

"2Inacrview by USITC staff wilb Ministry of Conunen::e and 
Tourism of lhe Cr.ecb Republic in Prague, Czechoslovakia, :July 
12, 1991. 
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other CEE countries (table 73). Only 2.3 million 

14J Ibid. 



Table 72 
Foreign arrivals In Czechoslovakia from centrally planned economies, 1985•88 

(In thousands) , 

Country 1985 · 1986 1987 1988 

East Germany .................................. . 
Hungary ........................................ . 
Poland ........................................ . 
Yugoslavia ........ ". .........•................... 
USSR ................................... · ...... . 
Bulgaria ........... ; .................. , ........ . 
Romania .............................. ; · .... : ... · .. 

Total ................... : .............. , .... . 
1 Data for individual countries are not available. 

Table73 

15,203 

8,636 
'3,104 
4,281 

708 
434 
384. 
179 

19.525 

9,333 9,396 
'4,099 6,389 

. 5,052 4,775 
746 824 
518 684 
393 473 
181 190 

22,132 24,59~ 

Foreign arrivals In Czechoslovakia from Market Eeonomles, 1985-88 
(In thousan,ds) 

Country 

West Germany ........................... · ........ . 
Austria ......•.................................. 
Italy ........•.................. '. .............. . 
United States ....................... " ........... . 
France .....••......................... ' ........ . 
All other ......................... ".; ............ . 

Total ........................ .- ............. . 

1985 

(') 
(1) ' 

' ~:~ '•' 

. (1)'. 

·1,3~~ · .. 

1986 

511 
234 

74 
41 
32 

408 
1,300 

1987 

529 
250 ' 
106 
60 
.35 

492 
1,472 

1988 

619 
317 

' 127 
75 
42 

627 
,1,807 

Grand total ............... : . . . . . . . . . . . . . . . . . . 16,526 20,826 23,605 26,401 
1 Data for individual countries are not available. 

Source: Federal Statistical Office, Prague; Historicka Statisticka Rf:!Cenka CSSR, 1985. . 

Czechoslovaks visiled foreign countries in 1988. The 
most popular destination was Hung31)', followed by 
East Gerniany and Poland. Czechoslovak trips to the 
West were less than 10 percent of the total foreign 
travel. 

Tourism will most , likely be Czechoslovakia's 
largest generator of foreign receipts in the near term. 

. During the last year, tertiary or service industries, 
panicularly those catering to tourists, have shown the 
greatest growth. It is believed that a large porti6n of 
this increase in tourism has been driven by a curiosity 
to discover .what life behind the Iron Curtain was like. 
However, if the growth in tourism is susuiined, · 
Czechoslovakia's tourism infrastructure will need to be 
improvement Banking, hotels, and restaurants, ·in 
panicular, need to be developed. · Related to the 
tourism industry is the growth in foreign receipts from 
services and sales of general manufactures (e.g., 
furniture) in Czechoslovakia's border regions with 
Austria and Germany. This type of activity is expected 
oo:.continue to flourish as a natural product of the 
in~gration of these areas.844 . , 

_;·Hungary.-Even under communiSm, Hung31)' 
demonstraled what could be achieved with ·modest 
tourist resources. Of all the CEE countries, Hungary-. 
without the usual tourist attractions of mountains· or 
seaside resorts-probably has the leaSt touriSt 

144 Intemew by USITC staff with Managing DiMclor, . 
Research Institute for Foreign Relations, Czechoslovakia, July 11, 
1991. 

attractions · to offer. Nevertheless, . with . political 
stability, greater- openness, economic reform, and a 
delermination to capitalize on the benefits of both 
political and economic changes, Hung31)' now attracts 

. the highest number of tourists overall of all CE~ 
countries. Hung31)''s residents also account for the 
fastest growing . number of tourists traveling ab~d. 
and to the West in particular. · 

Hungary · is regarded , by many as the most 
"Westerniied" of the CEE countries. The country's 
two main attractions are Budapest, the capital, and 
Lake Balaton, the. biggest inland lake in Europe. 
Budapest; with many mineral and tl)ermal springs, also 
attracts spa/health tourism~ .There are . s,till several 
Turkish baths in the city and mtemational hotels have 
been built ·in conjunction with same of the mineral 
springs. · The occupancy ra~ Jor "thermal" hotels was 
over 90 ,percent in 1990. Although. the industry 
concentrates on · Budapest, . the Hungarian tourism 
industry is also trying to promote business conventions, 
cultural· tours, and theme toUrism such as hunting and 
riding. : · 

· In : 1990, the -tourism industry in Hling31)' 
reporledly generaled more than $800 million, over a 
tenth of Hung31)'~S hard-currency earnings, yielding a 
tourism s~lus estimated between · $400 and · 
$500 million. 4s, In_ the late· 1980's, about 3 percent of 

145 .wHungary,;,_ Tourism: on course. for a record year," 
FiNJncial Times, Sept. 17. 1990, p. VI. 
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the total labor force was involved in tourism·relate.d 
activities. In 1988, there were ro7,700 rooms available 
for tourists. Over 70 percent of these rooms were 
privately owned, reflecting the high number of rooms 
and apartments rented by private persons rather than a 
large number of privately owned hotel chains. 
However, the Hungarian legislation now allows 
privately owned hotels. 

Tourism has a definite importance for the 
Hungarian economy and is treated accordingly by the 
government International tourism receipts were 1.2 
percent of the national income in 1975, 1.8 percent in 
1980, 3.0 percent in 1985, and 4.0 percent in 1988. 
Towism receipts as a percentage of exports increased 
from 3.6 percent in 1975 to 5.5 percent in 1986, and 
9.7 percent in 1988.846 

The significance for the tourism industry of the · 
shift from the centtal planning ·system to a basically 
market.oriented economy include: (1) the increased 
openness of the country; (2) the extended room for 
entrepreneurial activity and private investment; and (3) 
the active interest of the population in earning 
money.847 Since the late 1970's, there has been large 
scale use of foreign capital in tourism·related projects 
in Hungary. This resulted in a 50.percent increase· in 
hotel capacities in Budapest (lo.percent in the whole 
country), as well as in the general improvement of 
tourism infrastructure by 1985. Further developments 
towards a market economy led to the legali7.ation of 
unlimited private investment, in which tourism has 
been one of the major beneficiaries. This has led to 
increased competition in the tourism industry and the 
improvement in the supply of accommodations and 
other towism·related services. The monopoly of the 
state travel agency, lbusz, over foreign tourism was 
abolished in the late 1980s. By 1989, there were over 
100 travel agencies in Hungary, including seven joint 
ventures with foreign participation. 

. In accordance with the government's desire to 
attract a larger number of higher spending tourists, 
several international hotels were built in Budapest in 
the 1980's. Forum Budapest was voted the best Forum 
hotel in the world by American Express. Other major 
international chains represented in Budapest include 
Ramada, Intercontinental, Hyatt, Novotel, Penta, and 
Hilton. In 1988, nearly 60 percent of the income spent 
for lodging came from four. and five. star hotels. All 
hotels belonging to international hotel chains were built 
with foreign credit and, to a large degree, With foreign 
participation in ownership. . · 

In 1988, there were 18 tourism·related joint 
ventures in Hungary, and that number is estimated to 
have doubled in 1990. With the favorable political 
changes that have occurred in the country, the number 

1146 KSH, ldegenfo"Balmi Evlumyv (TollTUm YeaTbook), 
Budlpcst. 1987; KeM, Jeklllu oz ltkgenforgolmorol (To11rWri 
Report), Decanbcr 1988; KSH, Sta1intikai Ravi Kodurwtyek 
(Molll'1/y BullaU. of Slalutia), Nos. 2 and 3, 1990. 

847 There 1re no serious sbcntagea d goods and semces in 
Hungary as in many CEE countries, and travd abroad bas been 
allowed for same time, although wilhin limiu to the West until 
1989. 
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of Joint ventures ~ith foreign participation increased to 
about 2,000 in 1990; foreign capital investment is 
estimated to be approximately $1 billion, with about 
8·percent related to the tourism industry. 

Although certain sectors of the tourism industry in 
Hungary are less developed than in the West, the 
shortages characteristic in most CEE countries are 
generally unkitown in Hungary. Hungary's 
telecommunications and transportation network, 
however, do not meet Western standards. Except for 
the major hote~ in Budapest. and other key locations, 
air conditioners are lacking, as are the number of 
high...quality restaurants and other attractions needed to 
satisfy tourists. Lodging, although in short supply in 
the most traveled areas, is not a serious problem.848 

One significant impediment affecting the tourism 
industry in Hungary, however, is its inconvertible 
currency. Although the Hungarian currency has a 
reali.stic and regularly adjusted exchange rate, selling 
foreign currency to the Hungarian population remains 
the right of the Central Bank. In 1988, the convertible 

. currency spending by Hungarians abroad was 
equivalent to more than 90 percent of Hungary's 
tourism earnings. In 1989, tourism showed a deficit for 
the first time despite a 30.percent increase in the 
number of foreign visitors to Hungary. 

The total number of foreign visitors reached nearly 
25 million in 1989, 31 percent of whom were from the 
West (table 74) .. The number of Hungarians traveling 
abroad increased.· from· 5.5 million in 1985 to 14.5 
million in 1989. 

· · Poland.-Much of Poland was badly damaged in 
World War II, especially in the capital, Warsaw, where 
almost all of. the buildings were destroyed. However, 
the Poles completely restored the Old Town of Warsaw, 
which is now the most atuactive district of the capital. 
Poland has spectacular lake areas suitable for water 
sports, mountains suitable for winter sports, and 
beautiful historic to'wns with old castles and palaces. 
Art and culture tours are regularly organized by 
Poland's national travel bureau. Nevertheless, Poland 
is one of the CEE countries where foreign tourism 
suffered most from the unstable political situation. In 
the last decade, Poland has had a determined interest in 
increasing the number of Western visitors, not only to 
earn convertible currency, but also to enhance the 
country's reputation for nature beauty and rich culture. 
However, because of the controversial political events 
and food shortages, the general image of Poland as a 
tourist destination is still not favorable and remains a 
significant impediment to the tourism industry. In 
1988~ only 1.3 million Western visitors traveled to 

·Poland. In the 1980s, tourists from the other CEE 
countries fluctuated between 1.4 million and 6 million 
annually, also reflecting the political instability. 

. 141 lnleJview by USITC staff wilh Hungary's Deputy General 
Manager of Commerce, Budapest, July I, 1991. 



Table74 
Foreign arrivals In and domestic departures from Hungary, 19~. 

. · · · . · · · . · <' ' (In thoi!sands) . 

Foreign arrivals Hungarians traveling abroad 

Year Total · Tourist Total Tourist 

1985 ...................... · ....... ,.15,126 9,724 5,533 .4,936 
~~1986 ..................... ; ... ;... 16,646 ~0.613 6,278 5,632 

11,826 7,197 6,509 
10,563 10,797 f~~ 14,236 14,476 

. -..r1987 .· ............................. 18,953 

. :~_, 1988 ......................... '.... 17;965 
:,1989 ................. ~ .... ~ .. : .... 24,919 "·-----------------,-----"'"-----....,..-'.""---------------

1 Not available. . . ' . 
Sources: Tourism Yea~. 1987; Monthly Bul/stin:of Statistics, Budapest,· 1989. 

Although lodging ·facilities for . ck;>meStic ·tourism 
are relatively abundan~ there is a shortage of 
accommodations suitable for foreign visitors. In 1988, 
there were 458 hotels in Poland. Only one was a five
star hotel and 45 were four-star hotels (many of these 
are reportedly four star in Danie only). The ~ajority of 
the four-star hotels are owned by Orbis-the national 
travel agency, and were built with foreign capital .. A 
number of hotels belong to · 1arge international hotel 
chains, such as· Intercontinental, Forum, Holiday Inn, 
and Novotel. Several new internatiorial hotels were 
built in Warsaw in the 1980s with foreigri ctedit and 
more are planned in the 1990s. 

International tourism plays a negligible role in. the 
Polish economy .. Tourism receipts are reportedly l~ss 

' . ' ' 

Table75 , 
Foreign arrivals In Poland, 1985-89 

than 1 percent of GOP. Although tourism is supposed 
to receive priority among the government's centtal 

· projects, there are no domestic resources available for 
investmenL . Orbis invests part of its profits in tourism 
projects, but this is inadequate to meet the indusuy's 
needs. · · 

. Data on international tourism receipts in Poland are 
not published. ·However, foreign tourism expenditure 

: is believed to be low given the relatively small nµmber 
of Western tourists. Foreign arrivals in Poland have 
shown a steady upward trend since 1985, with arrivals 

. . reaching 8.2 million in 1989, 20 percent of whom were 
· from the ~est (table 75). In 1988, nearly 7 million 
Poles ·tiaveled .abroad (table 76). 

: (In thousands) · 

Year 

1985 ... · ........................... ~· .... · ....... . 
1986 ...... •.• ....... , ...... ~ .... •.• .......... ·•··· .. . 
1987 .............. · ... : . .................... · .. 

. 1988 .......•.................................. 
1989 ... ·.· ........... ; ............. · ..... ,, ., .. : .. 

1 Excludes Yugoslavia. 
Source: Institute of Tourism, Warsaw. 

Table76 

Total 

3,43.6 
3,848 .. 
4,n& · 
6,196 
8.233 

Polish nationals traveling abr~~. 1985-88 
'.(In thOusan<!s) 

Year 

1985 ........................................ . 
'1986 ...................................... ' .. . 
1987 ........................................ . 
1988 ........................................ . 

1 Excludes Yugoslavia. 
2 Not available. 

Total 

<2> 
4,327 

<2> 
6,912 

. ~; 
From socialist 
countriBS 1 

2,556 
2,916 
3,647 
4,899' 

»6,397 

To socialist 
countries' 

2,585 
3,213 
3,920 
5,057 

From non
socialist 
countriBS 

881 
932 

1,129 
1,296 
1,836 

Tonon
socialist 
countries 

<2> 
1, 114 

(2) 
1,855 

Sources: Romana Kuzewska, Institute of Tourism, Warsaw, based on data from Central Statistical Office; Institute of 
Tourism. 
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Romania.-Romania has many tourist auraclions. · 
from sand and sea to high hills, nature reserves. unique 
folk culture (Transylvania), and monasteries. In spite 
of its scenic beauty and other attractions, Romania is 
the least promising country in F.astem Europe with 
regard to the development of foreign tourism. The 
country is currently serving the low-end or budget 
traveller. The ability to develop higher spending 
tourism is hampered because of the lack of facilities 
meeting Western standards and inefficient 
transportation and communications infrasuucture. For 
example, most of the country's roads are not paved; a 
mail package takes 7 to 10 days to leave the·~; 
and placing a fax requires about 2 hours.149 The 
business and banking infraslJ'Ucture in ·Romania is also 
very underdeveloped. Although certain · heavy 
industries do not suffer ·substantially from political 
disturbance, tourism is particularly sensitive to the 
political situation, which is currently more uncertain in 
Romania than other CEE countries. 

In addition to the very unsettled political situation, 
the state of the Romanian economy is not capable of 
supplying the population with sufT1eient goods. 
International tourism receipts were · estimated at 
$178 million in 1986, or 0.3 percent of the national 
income. 

There are no data available on the number and 
category of hotels and other ~ccommodations in 
Romania Although the total number of hotels and 
beds in Romania may be sufficient for an increased 
number of foreign tourists, most are of low quality and 
highly overpriced. Reportedly, the quality of service is 
bad in most lodging facilities but somewhat better in 
the expensive hotels. Many of the older hotels. · 
especially those in the provinces, were allowed to 
deteriorate badly, and renovation and updating of 
services will require substantial investmenL This is 
reported to be unlikely to occur in the near future 
because tourism is not a high priority for the new 
governmenL 

Romanian legislation has allowed foreign joil)t 
ventures since 1972. However, only four joint ventures · 
with foreign participation had been formed by the end 
of 1989, none in the tourism industry. In March 1990, 
the Government passed new policy on · foreign 
direct investment allowing up to JOO-percent foreign 

ownership, although government approval is necessary 
for total foreign ownership. Nevertheless, even in the 
best political circumstances, Romania would have to 
compete for foreign investment with other CEE · 
countries. 

1149 Interview by USITC luff with Commercial Officer. U.S. 
F.mbassy. Bucharest, Romania, June 28, 1991. · 
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According to the publicatioµ of the World Tourism 
Organi7.8tion. 1989 Yearbook of Tourism Statistics, 
.approximately S million foreign visitors arrived in 
Romania in 1989. Arrivals from Eastern Europe, 
including Yugoslavia. accounted for about 90 percenL 
Yugoslavia accounted for 24 percent of total arrivals in 
1988. West Germany, with 118,000 arrivals and 2 
perceilt of the total, is the most important Western 
generating market. followed by Turkey (54,000), Italy 
(30,000), Greece (30.000), the United States (23,000), 
and the United Kingdom (21,000). The estimated 
number of Romanians traveling to other East European 
counuies. including the Soviet Union, is under 1 
million annually, with the largest number going to 
neighboring Bulgaria, Hungary, and the Soviet Union. 

Foreign exchange 

Iii i 99<>, the World Tourism Organization (WTO) 
reported that international tourism receipts worldwide 
were approximately $250 billion. Europe was the 
largest earner; accounting for SS percent (figure 11) of 
the total The Americas made up 26 percent. followed 
by F.ast Asia/PBcific with lS percenL Africa, South 
Asia, and the Middle East each accounted for 2 percent 
or less. · 

As shown in figure 12, the· CEE countries 
accounted for a very small portion of international 
tourism receipts in Europe. Western and Southern 
Europe accounted for 4S percent and 36 percent. 
respectively. of the total; Northern Europe represented 
17 percent and CEE accounted for 2 percenL sso 
Tourism earnings in 1990 for CEE countries covered in 
this report were about that of Portugal. For comparison 
purposes, table 77 shows the main earners in Europe's 
tourism indUStry in 1990. 

Given the current low level of tourism in CEE 
· counuies, even a modest transfer of tOurists from other 
Pans of Europe to Eastern Europe8S1 would result in a 
significant growth in tourism in CEE countries and an 
important contribution to their foreign exchange 
earnings. This assumes the development of a tourism 
infraslJ'Ucture sufficient to accommodate this growth. 

l50 The WJ'O defines Western Europe as Austria, Belgium, 
Fnnce, Gcnnany, Liechtenstein, Luxemburg, Monaco, the 
Netherlands, and Switi.erl111d; Southern Europe u Gibrahar, 
Greece. Italy, Malla, Portugal, San Marino, Spain. Yugoslavia, 
Cypnn, arid Turkey; Nonhcm Europe as Denmark. Finland, 
Icielllld, Ireland, N'oiway, Sweden, and the Uniled Kingdom; and 
~ Europe as Bulgaria, C:r.echoslovakia, HIDlgary, Poland, 
Romania. md the U~R. 

ISi Ibid. 



Table77 
European countries' and CEE tourists receipts 

Country 

France ............................ . 
Spain ............................ .. 
Italy .............................. . 
Austria ............................ -. 
United Kingdom ..................... . 
Germany .......................... . 
Switzerland ........................ . 
Netherlands ...................... .' .. 
Belgium ........................... . 
Portugal ........•................... 
CEE countries ...................... . 

Share of 
tourism 
receipts 

(in million US$) 
21,651 
18,593 
16,488 
14, 171 
13,260 
10,603 
7,179 
3,693 
3,575 
3,400 
3,000 

Figure 11 · · 
Regional breakdown of International tourism receipts, 1990 

1990 

Source: World Tourism Organization (WTO). 

Share of 
receipts 
in Europe 

(in percent) 
15.9 
13.6 
12.1 
10.4 
9.7 
7.8 
5.3 
2.7 
2.6 
2.5 
2.0 

Tourism 
receipts 
worldwide 

(inrrcentJ 
8. 
7.5 
6.6 
5.7 
5.3 
4.3 
2.9 
1.5 
1.4 
1.4 
1.0 

Africa 
2% 

Middle East 
1% 

R9C8ipts 
per capita 

(in US:J 
386. 
476.74 
284.28 

1,771.38 
232.63 
171.02 

1,025.57 
246.20 
357.50 
309.09 

7.80 
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Figure 12 
International tourism receipts In Europe, sub-regional performance, 1990 

Source: World Tourism Organizaiton (WTO). 
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Chapter 6 
Conclusion 

As requested by the Office of the U.S. Trade 
Representative, this report assesses the potential export 
competitiveness of specific CEE manufacturing and 
services industries. As a framework for this 

· assessment. three factors influencing industrial 
· . performance in the CEE region were first analyzed in 

... detail. These three factors are: (I) the status of 
• economic reform initiatives undertaken by each of the 

five CEE countries; (2) the level of economic aid and 
direct investment provided by the West; and (3) the 
current characteristics of the CEE manufacturing and 
services sectors and the impact of an underdeveloped 

. physical and financial infrastructure on the 
modernization of CEE industry. 

The progress of economic reform in Central and 
Eastern Europe will play a critical role in enhancing 
the region's export competitiveness and its ability to 
attract foreign tourists. All five countries have laid the 
foundations for the creation of a market economy. 
Each is reducing the state's ownership of industrial 
assets and its · active role . in resource allocation. 
Progress is being made ·in creating the legal 
frameworks and institutions necessary to carry out 
privatization of state-owned firms. All five countries 
have expanded and liberalized their foreign economic 
relations, and have assigned an important role to 
attracting foreign capital. In general, Hungary and 
Poland appear to have made the most progress in 
implementing reforms, followed by Cze.choslovakia. 
Although Bulgaria and Romania have stepped up their 
reform efforts during 1991, they currently appear to 
have advanced less than the other three countries in the 
region. 

The United States and other Western nations 
provide aid and investment assistance in a variety of 
forms to CEE countries. Direct aid and investment can 
enhance the region's industrial competitiveness 
primarily by helping these countries stabilize their 
economies and increase industrial productivity through 
improved access to Western te.chnology and expertise. 
During the 18 months from July 1989 through 
December 1990, the cumulative value of all aid and 
assistance offered by OECD member states and the EC 
as a separate body to the five CEE countries was $27 
billion. Aid and. assistance by multilateral 
organizations during the same period amounted to $5.5 
billion. As of April 1991, total foreign capital outlays 
in CEE joint ventures were estimated at under $3 

,;,.billion. Generally, the amount of Western aid and 
·investment in the CEE countries up to this point has 

· '.been lower than originally hoped by governments in 
:the region. 

In re.cent years, the pace of CEE economic activity 
has slowed dramatically, with real industrial output 
falling sharply in 1990 and the first half of.1991. The 
level of activity in the CEE e.conomies, and particularly 
the growth of export-oriented industrial se.ctors, is 

. constrained by the inefficient industrial su:ucture which 
resulted from central planning, the CMEA trading 
system, and deficiencies in financial and credit 
institutions. This study has focused on.shortcomings in 
three areas--tele.communications, the computer 
network, and ttansportation-which are often cited as 
structural obstacles to the enhanced competitiveness of 
exports from the CEE countries. 

In response to the CEE reform steps being taken, 
OECD countries have unveiled several trade policy 
initiatives to enhance the CEE region's export 
competitiveness. OECD countries have made tariff 
concessions to CEE products, while reducing 
quantitative restrictions on certain imports from the 

· region and lowering barriers to the ttansfer of Western 
te.chnology. Whereas Western policies to lower import 
barriers vary considerably, measures aimed at 
liberalizing export controls on the ttansfer of 
te.chnology to the CEE countries have been harmonized 
through the 17-nation Coordinating Committee on 
Multilateral Export Controls. 

USITC staff performed analyses of the export 
competitiveness and income-earning potential of CEE 
industries, based upon a preliminary assessment of the 
sources of comparative advantage in specific se.ctors. 
In providing this assessment, staff kept in mind the 
progress of CEE e.conomic reform, the level of Western 
aid and investment, as well as structural impediments 
to industrial development. In response to the US1R 
request letter, 11 manufacturing industries and 1 
services se.ctor (tourism) were sele.cted for detailed 
study. Conclusions regarding the competitiveness of 
each industry are summarized below. 

• Apparel: CEE apparel firms, capitalizing on 
plentiful labor, uniformly low wages, and 
relatively easy access to' modem manufacturing 
equipment, possess a high potential for 
increased exports to Western markets. Existing 
relationships with Western firms, which supply 
cut parts for final assembly in CEE countries, 
should facilitate the development of an 
export-oriented industry-particularly in 
Hungary and Poland. 

• Coal: Poland, currently the primary coal 
producer and exporter in CEE, is undertaking a 
major restructuring and price reform program, 
which will raise domestic coal prices to world 
market levels and shut down unproductive 
mines. Poland's exports of coal are now being 
negotiated on a hard-currency basis. Exports 
are unlikely to increase until the domestic 
market stabilizes: 

• Copper: The copper industry in Poland, the only 
CEE country with sufficient copper reserves to 
be a major exporter, has little or no potential to 
increase export volume unless it can attract 
investment capital to upgrade operating 
facilities and · environmental safeguards. 
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Because investment decisions are based on 
expected income generated by a project, 
decreasing world copper prices in recent years 
provide little incentive for potential investors to 
commit the funds that would be necessary for 
the Polish industry to increase exports under a 
market-based economic system. 

• Fertilii.ers: The change from centrally planned 
economies to a market-oriented system without 
government supports has caused a decline in 
both indigenous CEE fertilizer production and 
consumption. It is unclear how the CEE 
fertilii.er industry will be rationalii.ed as a result 
of privati7.ation of both industry and agriculture. 
However, there is high potential for continued 
exports of Polish sulfur, moderate potential for 
significant exports of nitrogenous fertilizers 
from Romania and Poland, and some potential 
for nitrogenous fertilii.erexports from Hungary, 
Czechoslovakia, and Bulgaria. There is little or 
no export potential for potassic or phosphatic 
fertilii.ers from any country in the CEE region. 

• Meat: Overall, it appears that the CEE countries 
have moderate potential to increase exports of 
meat (beef, veal, pork, lamb, mutton, and goat). 
A significant increase in meat exports is 
unlikely in the short term because of a general 
lack of infrastructure and investment funds; 
however, in the longer term (IO years or so) 
there could be meaningful export increases, 
especially in Poland and, to a lesser extent, 
Hungary and Czechoslovakia. 

• Metalworking machine tools: The potential for 
exports from CEE countries is low to moderate 
due principally to product quality problems and 
weak distribution channels. At present, the 
metalworking machine tool industries in CEE 
countries are facing additional financial 
burdens due to the recent collapse of sales to 
major markets in former CMEA countries and 
the high cost of capital. 

• Motor-vehicle parts: There is a relatively high 
potential for the CEE motor-vehicle parts 
industry to export its products to certain foreign 
markets. CEE exports of parts should increase 
because of the industry's cost-competitive 
wages, skilled workforce, proximity to West 
European producers of motor vehicles, 
adequate reserves of raw materials, and 
commitment to modemi7.ation and investment. 

• Poultry: In general, it appears that the 
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short-term potential for CEE poultry exports is 
low because of unfavorable macroeconomic 

conditions since 1989 and 1990. The long-term 
potential for the CEE poultry sector is high, as 
the region has developed relatively modem 
poultrycomplexesandhasexperience,although 
somewhat limited, exporting to world markets. 
Once the CEE region has adjusted to economic 
reforms and the economies are market driven, 
the poultry industry is likely to recover 
relatively quickly. 

• Scientific and medical instruments: The export 
potential for scientific and medical instruments 
that are produced by CEE countries is somewhat 
limited. For the most pan, CEE producers face 
significant competition from U.S., German, and 
Japanese producers in terms of 
technologically-sophisticated scientific and 
medical products. In terms of price, CEE 
producers may not be able to compete with 
producers in lower-wage countries that have 
already gained a share of the international 
market for lower-technology products. Export 
opportunities do exist for a limited range of 
products that currently are produced to meet 
international standards and have gained a share 
of foreign markets. 

• Steel: CEE steel indu8tries possess a 
low-to-moderate capability to expand exports to 
Western markets. While the state-owned 
enterprises have successfully sold certain types 
of products to Western countries, rising input 
costs, inefficient equipment, and low 
productivity are likely to limit their ability to 
expand market share. Governments may 
choose to support exports to Western markets, 
however, as a means of generating hard 
currency revenues and as a way to offset 
reduced exports to other CEE countries and the 
Soviet Union. 

• Textiles: There is some potential for an increase 
in exports of certain textile products from CEE 
countries, though total amounts will probably 
be small. Most CEE textiles are not competitive 
in terms of cost, style, or quality with those 
manufactured by major Asian producers and 
exporters. 

• Tourism: There is significant long-term 
potential for the development of tourism in the 
CEE countries. The potential for increasing 
tourism earnings in the short run, however, is 
limited because of the lack of an extensive 
tourist infrastructure, including modem hotels 
and motels, especially outside major cities. 
Other limiting factors include the absence of 
adequate foreign-language assistance and the 
limited range of entertainment choices. 



Based upon USJTC sc.afT analysis,· two CEE 
industries--apparel and motor-vehicle pans · possess 1 
high degree of export potential. . 1Wo men 
indusuies-feitilizers and meat prOduclS-Show ·signs 
of modera&e expon competitiveness. Analysu regard · 
expon potential over the next S years as low in die· 
remaining eight induslries coal, . copper, 
meralworking machine tools, poultry, scientific and 
niedical inslrUmenlS, sceel, textiles. and· aouriim. 
However, of the laUer, export potential is expecled IO . 
improve significandy in die long term for dne of ihese . 
indusaries--metalworting machine tools, poullry, and 
tourism. The long-term potential of these as well as all 
other indusaies in CEE, however, will depend on die 
progress of lhe economic reforms and die availabilitJ 
of adequate capilal investment · · 
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APPENDIX A 
USTR REQUEST LETTER, FEDERAL REGISTER NOTICE, 

-AND CALENDAifOF PUBLIC HEARING 



THE UNITED ST ATES TRADE REPRESENTATIVE 
Executive Office of the President 

Washington. D.C. 20506 

Jf\N 3 0 1991 

The Honorable Anne E. Brunsdale 
Acting Chairman 
U.S. International Trade commission 
500 E street, s.w. 
Washington, D.C. 20436 

Dear Chai:ona~ale: ~~; ---- . 

In light of the dramatic economic and political reforms of the 
past year, our trade relations with Eastern Europe are an 
increasingly important aspect of our economic and political 
relationship with the countries of that region. As part of U.S. 
efforts to encourage and facilitate the market-oriented reforms 
of these economies, the United States recently proposed to the 
OECD that the OECD Trade Committee undertake a study of barriers 
to trade with Eastern Europe. The OECD study will include an 
inventory of OECD and newly-industrialized-country tariff and 
non-tariff barriers to East European exports, analysis of the 
economic effects of removing or reducing these restrictions, 
analysis of steps OECD countries could take, and a preliminary 
analysis of the structural constraints within the East European 
economies that may inhibit their ability to competitively produce 
goods and services for the export market. 
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I understand that the staff of the International Trade Commission 
has already undertaken a preliminary analysis of the likely 
competitiveness of East European exports and of the challenges 
faced by these countries in taking advantage of new export 
opportunities. I request that you make that information 
available for use as part of the U.S. contribution to the OECD 
study, along with any additional analyses on key sectors of the 
economy, as noted below. The OECD is planning to organize a 
seminar with representatives from Eastern Europe in June to 
discuss, among other subjects, the preliminary results of it~ 
study. I therefore request that you provide a preliminary report 
to me by April 1, 1991 and a final report by October 1, 1991. 

Under authority delegated by the President, pursuant to Section 
332(g) of the Tariff Act of 1930, I request that the Commission 
provide a report to me on the likely export competitivenes~ of 
the major manufacturing and services sectors in central and 
Eastern Europe, (~, textiles, steel, agriculture, heavy 
industry, chemicals, and transportation equipment), including an 
assessment of structural impediments affecting these industries 
(~~~, supply bottlenecks of vital industrial inputs, 



Page Two - The Honorable Anne E~ Brunsdale 

infrastructure deficiencies, distribution problems, 
underdeveloped financial and credit institutions and instruments, 
etc.) that might impede these sectors from reaching their full 

:. export potential. 

In accordance with USTR policy, I direct you to mark as 
"Confidential" such portions of the Commission's report and its 
working papers as my Office will identify in a classification 
guide. Information Security oversight Office Directive No. 1, 
Section 2001.21 (implementing Executive Order 12356, Sections 2.1 
and 2.2) requires that classification guides identify or 
categorize the elements of information which require protection. 
Accordingly, I request that you provide my Office with an outline 
of this report as soon as possible. Based on this outline and my 
Office's knowledge of the information to be covered in the 
report, a USTR official with original classification· authority 
will provide detailed instructions. 

The Commission's assistance in this matter is greatly 
appreciated. 
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UNITED STATES INTERNATIONAL TRADE COMMISSION 
Washington, O.C. 20436 

(Investigation No. 332-308) 

Central and Eastern Europe: Export Competitiveness of Major 
Manufacturing and Services Sectors 

AGENCY: United States International Trade Commission. 

ACTION: Institution of investigation·and scheduling of hearing. 

SUMMARY: Following receipt on January 30, 1991, of a request from the U.S. 
Trade Representative (USTR) for an investigation under section 332(g) of the 
Tariff Act of 1930 (19 U.S.C. 1332(g)), the Cormnission instituted 
investigation No. 332-308, Central and Eastern Europe: Export Competitiveness 
of Major Manufacturing and Services Sectors.. As requested by the USTR, the 
Commission will submit preliminary information.as available· to USTR by 
April 1, 1991, and a final report by October 1, 1991. 

As requested by the USTR, the Commission will provide information, in its 
report relating to the likely export competitiveness of the major 
manufacturing and services sectors (e.g., textiles and steel) in Central and 
Eastern Europe (Bulgaria, Czechoslovakia, Hungary, Poland, and Romania), 
including an assessment of structural impediments affecting these industries 
(e.g., supply bottlenecks of vital industrial inputs, infrastruct~re 
deficiencies, distribution problems, underdeveloped financial and credit 
institutions and instruments, etc.) that might impede these sectors from 
reaching their full export potential. 

EFFECTIVE DATE: March 12, 1991 

FOR FURTHER IHFORMATIOH CONTACT: Dennis Rudy (202-252-1460) or William 
Warlick (202-252-1459), Office of Industries, U.S. International Trade 
Commission, 500 E Street SW., Washington, DC 20436. For information on the 
legal aspects of the investigation contact William Gearhart of the 
CoJmDission's Office of the General Counsel (202-252-1091). The.media should 
contact Lisbeth Godley, Acting Director, Office of Public Affairs (202-252-
1819). For information on a product basis, contact the appropriate member of 
the Commission's Off ice of Industries'; as follows: 
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(1) Agriculture, Fisheries, and Forest Products, Mr. Fred Warren 
(202-252-13ll) 

(2) Textiles, Leather Products, and Apparel, Ms. Linda Shelton 
(202-252-1467) 

(3) Energy and Chemicals, Ms. Cynthia Foreso (202-252-1348) 
(4) Minerals and Metals, Mr. Charles Yost (202-252-1442) 
(5) Machinery and Equipment, Mr. Michael Hagey (202-252-1392) 
(6) General Manufactures, Mr. Carl Seastrwn (202-252-1493) 
(7) Services and Electronic Technology, Mr. Andrew Malison 

(202-252-1391) 



BACKGROUND: In her letter the USTR made reference. to the "dramatic economic 
and political reforms'~ of the past year in Eastern Europe. She said that, as 
part of the U.S. efforts to encourage and facilitate the market-oriented 
reforms of the Eastern European economies, the United.States recently proposed 
to the OECD that the OECD Trade Cormnittee undertake.a study of barriers to 
trade with Eastern Europe. She said that the OECD study will include an 
inventory of OECD and newly-industrialized-country tariff and non-tariff 
barriers to East European exports, analysis of the economic effects of 
removing or reducing these :estrictions, analysis of steps CECO countries 
could take, and a preliminary analysis of the structural constraints within 
the East European economies that may inhibit their ability to competitively 
produce goods and services for the export market. She said that the OECD is 
planning to organize a seminar with representatives from Eastern Europe in 
June to discuss, among other subjects; the preliminary results of its study. 

PUBLIC HEARING AND PREHEARING BRIEFS: · A public hearing in connection with the 
investigation will be held in the Commission Hearing Room, 500 E Street SW., 
Washington, DC 20436, beginning at 9: 30 a.m. on July 16 ,. 1991 and continuing 
on July 17 if necessary. Persons wishing to appear at the public hearing must 
file a request with the Secretary to the Commission not later than 5:15 p.m., 
June 28, 1991. Prehearing briefs Can original and 14 copies) should also be 
filed with the Secretary to the Commission not later than 5:15 p.m., ~ly 9, 
1991. Any information which the submitter wishes the Commission to treat as 
confidential business information must be submitted in accordance with the 
procedures set forth below under "posthearing briefs and other written 
submissions." 

All persons having an interest in this matter have the right to appear at the 
bearing, either in person or through counsel, to present information and to be 
heard. Testimony and briefs should relate only to the areas that the 
Commission will address in its advice to USTR. 

POSTHEARING BRIEFS AND OTHER WRITl'EN SUBMISSIONS: In lieu of, or in addition 
to, appearance at the public hearing, interested persons are invited to.submit 
written statements concerning the investigation. Commercial or financial 
information contained in such statements or in prehearing or po~thearing 
briefs that a submitting party desires the Co~ission to treat as confidential 
must be submitted on separate sheets of paper, each clearly marked 
"Confidential Business Information" at the top. All submissions requesting 
confidential treatment must conform with the requirements of section 201.6 of 
the Commission's Rules of Practice and Procedure (19 CFR 201.6). All written 
submissions, except for confidential business information, will be made 
available for inspection by interested persons. To be assured of 
consideration by the Commission, all posthearing briefs and other written 
statements should be submitted at the earliest possibly date, but not later 
than July 22, 1991. All submissions should be addressed to the Se.cretary, 
U.S. International Trade Commission, 500 E Street SW., Washington, DC 20436. 
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• 

Hearing-impaired individuals are ad.vised that· information on this matter can 
be obtained by contacting our TDD terminal (202-724-0002). 

£~---· 
. 

By order of the Commission. 

Issued: March 12, 1991 
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Kenneth R. 'Mason 
Secretary 



CALENDAR OF PUBLIC HEARING 

Those listed below are appeared as witnesses at the United States International 
Trade Commission• s hearing: 

Subject 

Inv. No. 

Date and Time 

CENTRAL AND EASTERN EUROPE: 
EXPORT COMPETITIVENESS OF 
MAJOR MANUFACTURING AND. 
SERVICE SECTORS 

332-308 

July 16, 1991 - 9: 30 a.m. 

Sessions were held in connection with the investigation in the main Hearing 
Room 101, United States International Trade Commission, 500 E Street, s.w., 
Washington, o.c. 

WITNESS AND ORGANIZATION; 

Embassy of Romania 
Office of the Economic Minister-counselor 
New York, New York 

Valeriu Velciu, Acting Minister counselor 

Romanian-American Chamber of Commerce, Inc. 
New York, New York 

Mark A. Meyer. Chairman 
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APPENDIX B · 
REFORMS 



BULGARIA: STATUS OF SELECTED R!FORM ACTIVITIES 

AREAS OP ECOROKIC ACTIVITY 

Enterprise autonoaq: 
• State intervention 
• Prices for industrial goods 

• Prices for consumer goods 

• Capital investment allocation 

• International trade 

• Foreign exchange 

Economic 1natltutlODJ1: 
• Private and independent banking 

• Accounting practices 

• Financial markets 

• Bankruptcy laws 

• Comnerclal code 

• Anti-trust and fair competition law 

• Unlf orm tax code 

Ovnership lava: 
• Private property 

• Procedures for divesting state property 

Enlargement of private sector: 
• Creation of private enterprises 

• Divestiture of state enterprises 

CURREllT STATUS OP RKPORM 

• In principle, enterprises are free from operative management by state agencies. 
• Firms have complete authority over setting these prices in transactions among themselves. Most 

of the country's regulations on prices were eliminated in February and May 1991 pursuant to 
Decree 18. 

• Firms have complete authority over setting these prices; however, the Government has retained 
control over the prices of certain basic food products and industrial goods. 

• Enterprises, even those that are state-ovned, determine how to invest their ovn capital. In 
order to reduce the country's budget deficit, capital investments in the public sector have been 
severely limited. 

• The monopoly of state enterprises over trade has been eliminated, and firms are free to contract 
directly with foreign clients and suppliers. In addition, restrictions on imports have been 
eliminated and those on exports limited to some basic food products and raw materials that are in 
short supply domestically. 

• Except for the purposes of repatriating profits, private firms can obtain foreign exchange at an 
1nterbank1ng rate that ls set through an open market bidding system. Current account 
convertibility does not meet CATT standards in so far as private citizens are limited to 
exchan&lng about $50.00 per year. 

• Except for the central bank, banks are operated autonomously from the state, and a number of the 
country's 60 banks are private. 

• An accounting system similar to that used ln the European Connun1t1es was adopted by law in April 
1991. 

• Legislation to provide for these ls expected to be drafted after the passage of the Lav of 
Prlvatlzatlon (see procedures for divesting state property). 

• Bankruptcy procedures were provided for in the Business Lav of May 1991, but their implementation 
ls not expected until a privatization law is passed (see procedures for divesting state property 
below). 

• A Business Lav that was enacted in May 1991 created a coamercial code that ls more supportive of 
a market economy. 

• Anti-trust legislation and measures to prevent unfair competition were provided for in the Lav of 
Protection of Competition that was enacted in May 1991, 

• Uniform systems for collecting corporate taxes have been in place since before the 1989 change in 
political regime and the government ls drafting legislation to introduce a income tax system that 
is more effective than the one that ls currently in place. 

• Except for restrictions that bar foreigners from ovn1ng real-estate and certain natural resources 
and limitations on nationals on the size of agricultural property holdings, legislation provides 
for full ovnershlp rights. 

• Residential properties have historically been privately held, and procedures for divesting 
agricultural lands and most of the country's smaller firms were introduced during the first part 
of 1991. Approval of a Privatization Lav to divest large enterprises ls expected before the end 
of August 1991. 

• Thousands of small new firms have emerged but account for only a marginal proportion of the 
country's economic activity. The government is seeking to increase the proliferation of these 
firms by creating a fund to promote such economic development. 

• The divestiture of large enterprises ls awaiting the passage of a Privatization Lav. A number of 
small enterprises have been divested but account for a marginal portion of the country's economy. 



• Dlveatlture of residences and state land • The Lav of Ovnershlp and use of Agrlcultural Lands, vhlch vas lntroduced ln February 1991 and 
provlded for returnlng expropriated lands to the orlglnal ovners of these propertles, ls expected 
to be lmplemented after the fall harvest of 1991. Moat resldentlal property ls already privately 
ovned. 



CZECHOSLOVAKIA: STATUS OF SELECTED R!FORH ACTIVITIES 

AREAS OP ECOR<»«IC ACTIVITY 

Enterprise autO!U!!!f: 
• State intervention 
• Prices for consumer and industrial goods 

• Capital investment allocation 

• International trade 

• Foreign exchange 

Economic l.n.stltutioru: 
• Private and independent banking 

• Accounting practices 

• Financial markets 
• Bankruptcy laws 

• Comnercial code 

• Anti-trust and fair competition laws 
• Uniform tax code 

Ovn.ershlp lava: 
• Private property 
• Procedures for divesting state property 

Enlargement of prlyate aecto{: 
• Creation of private enterprises 

• Divestiture of state enterprises 
• Divestiture of residence• and state Land 

CURRERT STATUS OP REFORM 

• In principle, enterprises are free from operative management by state agencies. 
• The share of market-determined prices, based on transaction value, la projected to rise from 

virtually 0 in 1989 to 70 percent by the end of 1991. Authorization to align controlled prices 
to cost increases can be sometimes obtained but can require up to six months. 

• Enterprises, even those that are state-owned, determine how to invest their own capital. In 
order to reduce the country's budget deflclt, capital investments in the public sector have been 
severely limited. 

• Very few firms are still required to work through state trading companies. Export and import 
licenses are required for only a fev strategic and high-tech goods in compliance with Western 
export controls. 

• In January 1991, a unified exchange rate was established, and companies can conduct unlimited 
business vith foreign partners through banks, but requires the exchange to crowns of all hard 
currency earnings. Citizens are limited to exchanging 5,000 crowns (about $150) per year. 

• Banking legislation is being drafted. Under the Private Enterprise Law private coarnercial banks 
may be established. Reportedly tvo have done so but it is uncertain if they are yet operating. 

• Regulations to provide for use of accounting systems supportive of a market system economy have 
been adopted. 

• Two stock exchanges are expected before the end of 1991. 
• Legislation to codify rights in business, contract lav, bankruptcy, and commercial lav has been 

introduced. 
• The coarnercial code that vas in place during the previous regime has been modified to better 

address the country's nev economic environment. 
• Demonopolization is in the planning phase1 and some divestitures have taken place. 
• Sales, corporate and agricultural tax laws have been amended to reflect the new forms of business 

that vere nov allowed under the previous regime. Plans are to institute a sales and personal 
income. 

• Limited ownership of homes and farms is allowed. 
• 3,000 industrial enterprises vill be available for domestic and foreign investors under a mass 

divesture program. Under lav of restitution, businesses and other properties confiscated by the 
former real.me during 1948-89 vill be returned to their former owners or their helrs. Service 
sector is being divested and legislation has been adopted to return confiscated property to 
former owners or heirs. 

• Thousands of small nev firms, about a dozen medium-size manufacturing firms, and 1200 joint 
ventures have been created. 

• Slav proaress ls reported in initiating major divestiture of the state sector. 
• Slav proaraas 1• reported ln initiating major divestiture of the state sector. 
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HUNGARY: STATUS OF SELECTED REFORM ACTIVITIES 

AREAS OF BCOllmaC ACTIVITY 

!nterprlae autOD!!!!f: 
• State intervention 
• Prices for industrial goods 

• Prices for consumer goods 
• Capital investment allocation 
•·International trade 

• Foreign exchange 

Economic lnstitutlona: 
~Private and independent.banking 

• Accounti~g practices 

• Financlal markets 

i Bankrupt·cy laws 
• Conrnercial code 
• Anti-trust and fair competition law 
• Unlform tax code 

Ovnershlp lava: 
• Private property 
• Procedures for divesting state property 

Enla.rgeaient. of prlvate aecto1i;: 
• Creation of private enterprises 

. •Divestiture.of state enterprises 

• Divest.iture of residences and state land 

• In principle, enterprises are free from operative management by state agencies. 
• Over 90 percent prices, baaed on transaction value, have been liberalized •. Some firms relying on 

energy inputs may stlll benefit from subsidies. 
• Flrms have complete authority in aettlng these prices. 
• Private firms determine how to invest the~r ovn capital. 
• Foreign trade now open to private individuals and businesses that regist~r with the .government. 

State trade is being phased out. . 
• Currency ls freely convertible internally for firms, but, access .·to· forelgn .exchange for the 

importation of consumer goods ls llmlted. 

• Legislation has been adopted to est~blish a more independent central bank and a network of 
conrnerclal banks. Regulators seek. to bo9st capltallzation of c·ommerclal banks to ensure their 
independence and financial" health:· Over 40 ·private coamercial· banks had been established by mid-199L . . . . . :· .. . . . . . • . 

• A coaipreh.~nsive accountlng)aw pasHd in Miay 199i has instituted procedures used ln lll!lrket . 
econi:imles, 'and· requires companies to undergo regular audits ·and publish financial statements. 

• Marketa are operating wlth a limited number of llsted companies and a generally low level of 
capltallzai:.ion. · · ' · · · · 

• Legislation was enacted in 1986, and the flrst bankruptcy proceedings initiated in 1990. 
• The coamerclal and contract law has updated dispute settlement procedures. · 
•Antitrust office ha• been set.up, and the state'• trading monopoly has been abolishe~. 
• ?arllament ls co~~idering legla~ation,to establish uniforai.~ax co~••· 

... 
• Fev if any limitations remain on·. prlvate property hoidings: . 
• Procedures in place to ensur~ seU-off of most atate-ovned property. State Property Agency set 

up to speed privatization, but government has retreated somewhat from earlier comnitment by 
oxcludlna · cer~ain flrma--lncluding large energy_ and .. transport. companies--from majority private 
oVnership. · · · · · · · · · · 

• lllumber of small private firms has increased dramatlcally--14,000 nev firms created in 1990. 
• At the end of March 1991, 400 enterprlHa vere involved ln. the 'divestiture proi:esa. w'1i:.hin this 

aroup, state ovnershlp fell belov SO percent ln 31 enterprises. 
• Procedure"! exlst b~t Hll-of.f l• ~olng very alovly. 

•.";,; 
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POLAND: SIATUS OF SELECTED llJ$FOBM ACTIVITIES 

AREAS OF EOORmO:C ACTIVITY 

J!ntegprl•• autonanr: 
• State intervention 
• Prlces for consumer.and industrial goods 
• Capital investment allocation 

• International trade 

• Foreian exchange 

Econapilc &n.!tltut:lcms: 
• Private and independent banking 

• Financial markets 

• Bankruptcy laws 

• Coanerciel code 

•. Anti-trust and fair competition law 

• Uniform tax code 

O,,,..,rahlp l!!!!: 
• Prlvate property 

• Procedures for divesting state property 

Enlargl!IDl!nt of prlyate sector: 
• Creation.of private enterprises 

• Oivestlture of state enterprises 

• Oivest.iture of ·residences and state land 

• In principle, enterprl••• are free from operative management by state agencies. 
• Olrar 90 percent of prices, based on tranaaction value, have been liberalized. 
• Both prlvata and 1tate flrms have full authority over investment allocation11 however, the 

investment plan• of management in state flrms are 1ubJect to approval by vorker councils. 
• The monopoly of state enterprises over trade has been elllllinated, and firms are free to contract 

directly vlth foreian client• and 1uppliers. Custocns duties have been abolished or reduced on a 
broad rans• of pro4ucta. 

• In_p~lnclple, currency i1· convertiblt for currant account tranaactlona. 

• There are about 60 private banks ln the country. While there are only 10 state-owned banks they 
account for about 5·percent of the country's bankina activity. 

• The flrst tr•nsactions at the Warsaw Stock Exchange vere made on Aprll 16, 1991. While there ls 
no fonnal cammodlty exchan&e,' oraanlzed coamodlty auction hou1a1 have_prolife1~1Nl aero•• th• 
country alnce the end of 1919. · 

• 300. to 500 firma are in the process of beina llquidated bu.t none or only a fav have been actually 
liquidated. 

• The arbltratlon.1y1tt111 for busineas disputes that was in place during the previous reglllle has 
bean modified to better address the country's nav economic environment. 

• Antlmonopoly legislation has been enacted. An offlct to enforce this legislation ha• bean 
tstabliahed. State procurement manopolle• art to be broken up. The ability for anyoAe to 
cOnduct foreign trade already ha• dlJDlnatad moat manopollltic poaltlona. 

• VAT and incoaie tax lava are beln& developed and are expected to be lmple-nted on January 1, 
1992. . 

... 
• Legislation ha• been adopted to remove lliDltetiona on private ovnershlp of businesses, land, and 

reaidences. 
• Leglalatlon has been adopted that establishes procedures for selling or aranting ownership of 

state enterpri••• and collective farma. No program yet ha• been established to sell state-owned 
reaidential property .. It i• expected that an initiative to. compensate citizens for property 
confhcate.d during .the Coamuniat era vlll be enacted ln October 1991. 

• There has been an explosive prollferatlon of small .Private flrms. The government has established 
a Bank for Socioeconomic Initiatives that provides grant• loans for start-ups that create 
employment· in .ainall manufacturing, retaU, ·and service firma. · 

9 Twelve large and medium industrial enterprise• have been divested. The country ls on the verge 
of lmple-ntlng a masa-dlvestiture-.progralll. Most retail outlets have been divested or leased. 

•About 85 percent of. agricultural and the majorlty'of residential property vas private (or owned 
by cooperatlvea) under'.tha previous regime. 



ROMANIA; STATUS OF SELECTED ltEFORM ACTIVITIES 

!ntegprlae autC!!M!!!!f: 
• State intervention 
• Prices for industrial goods 

•Prices for consumer.goods 

• Capital investment allocation 
• International trade 

• Foreign exchange 

J!conomlc l.ostltutlona: 
• Private and independent banking 
• Accounting practices 

• Financial markets 

• Bankruptcy lavs 

• Coamercial code 

• Anti-trust and fair competition lav 

• Uniform tax code 

Ownership lava: 
• Private property 

• Procedures for divesting state property 

Enlargement of prlyate sector: 
• Creation of private enterprises· 

• Divestiture of state enterprl.ses 

• Divestiture of residence• and state land 

• In principle, enterprises are free from direct state intervention. 
• Except for soma firiui that are dependent on subsidlaed imports of soma primary and energy 

products, firms have complete authority over sattina prices in transaction• themselves. 
• Except for supplier• of soma baslc food product• and utilities that are in short supply 

domestically and generally subsidised, firms have complete authority over settina these prices. 
o Enterprises, even those that are atate-ovned, determine hov to invest their ovn capital. 
o ·The monopoly of state enterprises over trade ha• been eliminated, and firms are free to contract 

directly vith foreign clients and suppliers. In addition, restrictions on imports have been 
eliminated and those on exports llJiiited to soma basic food products and rav materials that are in 
short supply domestically. 

a Private firms have access to foreign exchange at an interbanking rate that is set through an open 
market bidding system. State firiui,.excludina those that are subject to state planning, have 
full access foreign exchange at an official rate that is pegged close to the interbanking rate. 

• Five of the country'• 15 bank• are private. 
• The country'• system alvays retained a large degree of compatibility vith market accounting 

practices. Soma administrative changes are being implemented to adjust the system to the 
country's nev economic environment. 

• Lava to create a stock market are being drafted. These lava are expected to be implemented next 
summer and follovad by the introduction of a coamodity exchange. 

• Legislation to allov for, and adminlatar, the. liquidation of fJ.rms la being drafted by the 
country's Ministry of Justice. 

• The arbitration system for business diaputes that vas in place during the previous ·reg·ime·,has· 
been modlfled to better address the country's nev economic environment. 

• A lav to prevent unfair competition ls already in place, and antl-truat leglalatlon ls being 
·drafted vith assistance of the U.S. Treasury through a program of the U.S. Agency for 
International Develop.Dent. 

• Uniform systems for collecting corporate and lndlvldual income taxes have been in place since 
before the 1989 change ln political regime. In April 1991, the government introduced a 
progressive individual income tax vlth rate ranging from 6 to 45 percent. 

• Except for restrictions that bar foreigners from owning real-estate, legislation provides for 
full ovnershlp rights. 

•Procedures for dlvestina agricultural.land• and most of the country's firms vere introduced 
respectively through a land reform act passed in 1990 and the Privatisation Lav of August 1991. 
Residential properties have vera mainly privately held under the previous regime. 

• About 98,000 nev private entarprlsas--most of them very small--had been created during 1990. 
Th••• flriui are mostly service firms that employ lass than 10 persons. 

• Legislation passed ln August 1991 has targeted 19,500 cC111111arcial firms to be privatised over an 
undatarmlnad period. 

• Moat rasldentlal property vaa private under the previous regime and the state ls seeking to 
divest· its ramainina residential property holdings •. 70·percent of agricultural land vas 
privatised by_,.mid•1991 (up from. 10 percent 1n· 1989). · 





APPENDIXC 
JOINT VENTURES IN CEE, BY COUNTRY 
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Investina 
Copip•nieg involved country 

FANUC-HACHINBX LTD. Japan 
FujitllU Frenuc (Japan) 
v/ PTO Machinoexport: 
DIM Production !nterprisa: 
Izot Production Enterprise 

TANGRA Svitzerlaod 
Tangra S.A. (Switzerland) 
v/ Neftochim Burgas; 
Chimimport 

SOFIA MITSUKOSHI Japan 
Haruichi Shoji trading 
house; Hitauhishi 
department store (Japan) 
v/ 4 Fl'Os: Industrialimport 
Vinimpex, Interco11D11erce, & 
Corecom; 2 retail chains; 
S manufacturers 

FUTEX LTD. Japan 
Fukazava Chemical 
Laboratory (Japan) 
v/ Tekhnika 

CHIHTRADB LTD. US 
Dov Chemical Co. (US) 
v/ PTO Chimimport; 
PTO Chi.mltompleltt 

BSB/BLPRtll-SORHBL
BLBC'l'ltC»mlP 
Sormel (France) 
v/ SBC Blprom; 
SBC Blectroimpex 

APV-BIOINVBST 
APV-Parcel Intl. (UX) 
v/ Bioinvest 

France 

UK 

Tvpe of 8usiness 

service & maintenance 
of machine-tool units 
& development of CNC 
machining centers 

manufacture & export 
plastic & metal. goods 

. i.e., ball-point pens 

design, development 
manufacture, export & 
distribution of 
consumer goods 

manufacture, sales & 
export of liquid fuel 
oil additives 

manufacture, trade, 
technical aasistance, 
engineering, marketing 
& representation for 
chemical & pharma
ceutical industries 

design, engineering 
deliveries, erection, 
start-up, servicing, 
staff training, & sales 
in the electrical & 
electronic industries 

engineering & 
consultancy services 
in biotechnology, 
refrigeration, air
conditionina & food 
engineerina 

'fyp• of 
inveument 

JV 
SO/SO 

JV 
2o% Swiss. 

JV 
49% Japan 

JV 
SO/SO 

JV 

JV 

JV 
SS% UX 

Marktt CO!!p!!!nta 

European founded 1981 
Socialist 
Countries, 
Greece, Turluly 
Yuaoslavia 

Bulgaria 
& other 

founded 1981 

founded 1982; also operates as an agent with 
foreign trade rights 

founded 1984 

founded 1984 

founded 1984 

founded 198S 



Blllgaria--continued 

Companies involved 
SYSTl!HATICS 
Honeywell (US) 
v/ Ministry of Chemical 
Industry 

Investing 
countrv 
us 

MEDICOM SYSTEMS. Japan 
Tokyo Maruichi (Japan) 
v/ Technika; 
Institute for Technicai 
Cybernetics &.Robotics 
of the.Bulgarian:academy 
of 'Scia'nces 

BIMAX. . . . .. 
Hollis Industries (UK) 
v/ .Bulgariaii.Industrial 
Assodiati~n; :Economic · · 
Bank. 

··: 

BIOCHEK 
Billy Brothers Inter
national (UK) 
v/ Biotechnical and 
Chemical Industry 

FESTO-HACHINEX 
Festo .Maschinen (Austria) 
v/ Hidraulika 

MEDATEK 
BIK Gulden Lomberg 
(W. Germany) 
v/ Medical Academy . 

COMPSTAR-TESPOM 
Compstar (US) 
v/ Tespom 

Molex (France) 
v/ a Bulgarian 
enterprise 

UK 

UK 

Austria 

W. Germany 

us 

France 

Type of Business 
design. manufacture & 
market automation & 
control systems 

develop. produce & 
market medical equipment 

trade· in machinery.& 
equipment;- identify .
investment projects 

trade. in materials. 
spare parts & nev 
technologies 

development & 
manufacture of machine 
control systems 

development & 
manufacture of medical 
apparatus 

Type of 
invutment 
.JV 
4ol us 

.JV 
49%.Japan 

.JV 

.JV 

.JV 

.JV 

produce and market .JV 
computer systems and 
software used in the 
textile and metalluraical 
industry 

produce plug connectors 
for printed circuits 

Markes 

Bulgaria 
& other 

domestic 
and export 

Comment 
founded 1984 

founded 1987 

founded 1987 

founded 1987 

founded 1987 

founded 1987 

start-up capital of Ll.2 million. US 
fira bolds s1% stake. 

holding talks for a joint venture. Foundation 
capital vould be $2-3 million. The French firm 
vovl.d have 51-6ol share. 



(") 
~ lh&l.1aria--continued 

Inv .. dna Type of 
CO!!p!llieo inyolytd count a Type of Dgoipeo1 ipy11t1Btnt Mvbt Co!p!!pt 

P•rlio-i...bert Co. lel1iua oupply of technoloa JV founded 1987 
(lel1iua) r. equip-nt for th• 
v/ Central Co-operative -nufacture of juice. 
Union - lto-opizkopuvan dyeo, ~tic• froa 
oulloidiary fruit r. veaetableo by 

uoe of enzyme reactiona 

llover (oulloidiary of UK aooeJllbly of the .-11 ne1otiadn1 
lritioh Aeroopace) "Haeatro" car 

Perlr.ina (engine -nuf.) manufacturing JV plana licenoed ito producto in 
v/ Bal.k.anean (one of Yugoalavia. Pol.4nd. & lh&laaria 
vorld'a largeat fork- for 20 yearo 
lift truck. manuf.) 

Ak.ai Electric .Japan asaembly of video 
¥/Electron of Bu.lg aria reco:rdera 

Sperry-Marine Netherlando deaign. manufacture ' JV other founded 1987 
(Netherlanda) sale of radar equipment 
v/ Electron Kombinant for ohipa 

syatemco-Bu.lgari&n us mark.eting'oil JV 
.Collllld.ttee of Geology. exploration pac:~e• 
Prof eo•ional Geophy.ica 
(UI) 

MLltAN Fii.ii l!N'l'ElnISES Ult to produce film, odaer 1990 
llllzftll eo.awdcation Uld . incladina can- • 
ita ouhsidiary.Par1&110n talaviaion faataraa; 
Media (UK) provide H.lr.a+ina 
v/ National flla aervicea 
enterprille• lhil&ari&n 
El~ctronica Bank. 

ltazvell'ColllllUlication (UK) . UJt manaa-nt school JV Foundation capital $2 aillion • 
v/ chuicala. ala~tronica. 50/50 
& aachi~ .building 
production aoaociationo 

Lufthansa (W. Germany) w. Germany to modernize & operate negotiating proposed conaortium of companiea including Am. 
v I Ball.an Air Sofia'a airport .JV nughafen Munchen •• & w. German Bank 



(") 
I 

IJI 

C9meni11 ipyolud 
Inveasin1 
coups a 

SPORT CBNTD KUTINA W. Germany 
ltwlolf Gebler und Andre 
Gebler (W. Germany) 
w/ a lllal.1ari&n enserpriae 

lover Group (UK) UK 
w/V..o 

Porr (Auasria) 
w I Balkan Air 

BULTRANSAV'l'O 
Bulgarfruks (W. Germany) 
w/ Bulgarplodexpors. 
Avsoprevozi 

Auasria 

W. Germany 

SATELLITE UK 
G. Farris & Parsnera (UK). 

HUMANA-SUJNCHO W. Germany 
Humana (W. Germany) 
v/ Sluncho enterprise 

Kl!IGA SOFIA Lichtenstein 
MEGA Services 
(Lichtenstein) 

BURDA/BULGARREKLAMA W. Germany 
Burda (W. Germany) 
Bulgarrek.lama 

Rank. Xerox (UK) 
v/ Program Products 
and Systems 

'Club Mediterranee 
v/ Balk.antourist 

UK 

France 

TYDt of biptH 
Type of 
ipytawps 

so build & optrast apors J'I 
censers aoS w. Gena. 

produce she "Maeasro" J'I 
llOdtl ausomobile 

so build a 523-bed hosel 

local & international 
tranapors of goods & 
passengers 

J'I 
14.3% w. Germ. 

development. production subsidiary 
& mark.esing of integrated 
circuits 

to produce baby food coop 

consulting & engineering subsidiary 
services for the cultural. 
arsistic. educational. 
tourist & health sectors 

publication of fashion Bulgaria 
magazine 

manufacture of computers. 
software. and office 
equipment 

tourism--luxury 600-bed 
resort village. golf course. 
and cruise ship on the 
Danube 

Bulgaria 

Cow!ns 

plan so import aportina 1quiJ11119nt for sennis 
coursa. awimaina pools & aolf courses 

ditstl 1n1in1s for she ausomobilt would be 
produced as sht Vamo plans under a Perkins 
(UK) lictnaa 

1990 

1990 

1990 

1990~ foundation capisal - $50,000 

Negotiating as of 6/25/91. 

Preliminary agreement as of 6/18/91. 

Plana to open in 1991. 



Bul1ari&--continued 

Cop!!!!niH inyolyed 

wr. subsidiary 
of Cndisanstalt 
(Austria) 
v/ Bul1arian Forei1n 
Trad• Bank 

Scirrio (Lichenstein) 

Dom Sicherheitstechnilr. 
(Austria) 
v/ Invessk.omplek.t and 
Stakhanov factory 

Bruckner & Nowak 
(Austria) 

Inveatin1 
count a 

Austria 

Lichenstein 

Austria 

Austria 

Maxus Oil (US) US 
w/ Bulgarian authorities 

Conoco US 
w/ Blllgarian authorities 

lfl'V (US) 
w/ BulgarianTelevision 

IES C0111puter (Singapore) 

Nicomac: (Italy) 
w/ Benacoop 

'l'larkmen (Lichtenstein) 
v/ Bul&arian collective 
faras 

us 

Singapore 

Italy 

Lichtenstein 

Tvp• of Jp!yipess 

Tradin1. leasin1 and 
other financial 
activities 

Tradina subsidiary 

Manufacture of 
safety door lock.a 

hotel and chain of 
stores for homebuilding 
tools and materials 

prospect and extract oil 
and gas 

I 

prospect and extract oil : 

11111Sic video 

production. marbting 
and service of 
calculators. computers. 
and -asuring equipment 

Organize the transfer of 
technololY and licenses 
for the production of 
machinery 111ed in food. 
pharmaceutical and 
coS11etic i.Ddustiies 

produce and mark.et 
agricUltural products 

Type of 
ipyestmept 

JV 
49% Austria 

subsidiary 

coop 

coop 

subsidiary 

JV 
491 Italy 

JV 

Marys 

Bulgaria 

Co!!!19!pt 

Start up capital of L250.000. 

capital foundation of LB0 0 000 

Austrian firm will provide 
technology and k.novhov 

negotiations with several Bulgarian 
enterprises as of 4/23/90. 

Negotiating on possible 
cooperation agreement (as of 4/23/90) 

Negotiating on possible and gas cooperation 
agreement (as of 4/23/90) 

Negotiating as of 4/23/90 

foundation capital of $500.000 

Foundation capital of LS0.000 
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Bulsaria--continued 

Companies involved 

Citroen (France) 
w/ Valao 

Pirelli (Italy) 
w/ Kapitan Mamarchev 
enterprise 

Maxwell (UK) 
w/ National Film 
enterprise 

Mintech (US) 
w/ Mineralbank. 

DBS ~tabrain : . 
Establishment 
(Lichtenstein) 

Hardy (UK) , Danbrew 
(Denmark) , Kirin 
(Japan) 
w/ Bulgarsk.o Pivo 

IN'l'ERNATIONAL TOURIST 
CONGRESS ORGANIZATICW 
IBG and Horst llabus 
(Awitria) 
w/ Festival Complex 

Mintech (US) 

Express Color (France) 
w/ Avangard-Vision 

EAST-wEST EUROPEAN AIR 
SERVI CBS 
HBG (Austria) 
w I Hemus Air and 
Balkantourist 

Investing 
countrv 

France 

Italy 

UK 

us 

Lichtenstein 

UK, Denmark, 
Japan 

Austria 

us 

France 

Austria 

Type of Pusiness 
Type of 
inyestmens 

produce automotive coop 
components and mark.et 
Citroen care 

production of automotive licensing 
hydraulic brake tube• 

build a hotel for actor• coop 
and etaf f involved in 
film production 

lease agricultural 
to private farmers 

mark.et comp1,1ter 
technology and 
information systems 

modernization of 
brewery industry 
including building 
a new plant 

reconstruction of a 
hotel, casino, and 
night club 

produce and mark.et 
foundry machines and 
related equipment 

exprese photo servicing 
shop 

air transportation 
eervices 

:subsidiary 

. subsidiary 

JV 

Mark.es Co!!!!l!!!nS 

5-year asreement 

The Italian firm will eupply 
the technology 

UK company will eupply film 
equipment to rebuild movie 
theaters. 

negotiating a joint venture 
as of S/3/90. 

capital foundation of SfrS0,000 

Negotiating as of 8/3/90 

Arranged $21 million credit from 
Austrian bank.. 

$50,000 foundation capital 

1990 

1990 



n • 00 lllll1aria--continuod 

Co!!paniH inyoly94 
Invt1tin1 
cowrv 

MATICO Italy 
Danieli (Italy) 
v/ Mnala Technolo&Y 
State Enterpriae. lllpro11. 
lladomil"llletal. EC 
Machinbuildin1. th• 
Economic Bank and 
Teknoimport-Ekaport 

Nllova Simonelli (Italy) Italy 
v/ Mourgan-Kremik.ovyzi 
cooperative 

Smart (UK) 
v/ Metalchim 

C&giva (Italy) 
v/ Mototekhnik.a 

UK 

Italy 

Type of l!!!ain••• 
'IYP• of 
ifty1aSMp\ 

•n1inee,rin1. prciduction. JV 
and trade aervicea for the 
matalluraical. machine
buildiq and eaviro-ntal 
aectora 

produce coffee machinea coop 

manufacture and market 
razors and razor blades 

market motorcycles 

C9!1!!11!nt 

Start up capital of LlO million. 
'l'be Metala Technolo&Y Stat• enterpriae 
holda a 25% atak.e and the remaining 
partnera each hold 5% 

1990 

holding talk..s to fol"lll a joint venture 
as of 7/90. 

Negotiating to fol"lll a joint venture as 
of 7/90. Motorcycles to sell for hard 
currency. 



C.•choalovakia 

JIUL (Briti•h train ..Ur) UX 
v/ Cla> Tatra 

bnault (France) France 
v/ Brati11ava Automobile 
Zavocli/'BAZ 

Volbvaa•n: GM; BMW: 
Ford; Renault; Fiat: 
Daial.er-Bens 
v/ Sk.ocla 

Yamaha: Kava1ald 
v/ Sk.ocla 

TBSSEK Alaociation 
AS Senetek (Denmark) 
v/ Tesla Laboratory 
Equipment 

AVEX AS 
N.V. Philips 
(Netherlands) 
v/ Tesla Co1U1W11er 
.lllectronica: PTO 
Tranaak.ta 

HOTELINVEST AS 
Warimpex (Austria) 
v/ Cedok Travel 

UWEX AS 

TERRA STRO.J 
Terra Bawnaachinen 
(Austria) 

Blu'op• 
us 

.Japan 

Denmark 

Netherlands 

Au.atria 

Au.atria 

Austria 

Au.atria 

0 v/ Hydrostav 

"° 

Type.of l!pain••• 

-nufacturina It 
aarbtina rail vehicle• 

111ubly of_li&ht 
co11111ercial vehicle• 

aut090bil• production 

automobile production 

. development. 
manufacture. sales & 
export• of products , 
u11ed for liquid 
chromatography 

manilfacture. sales It 
export of video 
recorders 

tourism, construction 
of hotels 

projects It engineering. 
import & export of 
pneutechnical equipment 

medical care. 
construction of 
medical establishments 

to manufacture machinery 
for the construction, 
agricultural & forestry 
sectors 

1YP• of 
inytttmtnt 

Coop 
aare-nt 
1i1ned 5/90 

n•aot:i.atina 
JV 

JV 

JV 
discuaaions 

JV 
49% Denmark 

JV 
2ol Neth. 

JV 
49% Awitria 

JV 
49% Av.atria 

JV 
49% Au.atria 

.JV 
51% A~tria 

Marys 

Other 

ca 

W.lt 

lolest 

CKD Tatra-vorld's ~ar1e11t -r1u£acturer of trams 
• liaht ~ail veltic:i,ea'.: ~pp:.iu ~lmoat all of 
COMCOQ qeed~ . ' 

. i r·. 

initial outp't' !'f l~.oqp Y!J!li/IYr rl.sing to 
30.000/yr . ' . " " . . . 

8k.oda - :i.atfHt i1!4~tz:i4tl H-r1!! i11 U v/ sales of 
si:ub iila 19e9 - p~p sb 60'1\J+li p~·oduction and 
~llJ/0111 '. ~n~aip ~5-~~%·~i- ~~oduction to exports 

~ll'ti~r- $~.CJ!ll; tourct~4 1987 
i: 

equity $9.0m; founded 1987 

equity $3.2m; founded 1988 

equity $0.7m; registration 1988 

equity $1.0m; registration 1988 
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InvHtin1 
Col!paniH involv!d count a 

BAumx I. /13 Auatria 

IBCOOP'l'OUR /13 Austria 

MSZ /13 W. Geraany 

TOURINVBST /13 Prance 

DANCCO Association Denmark 

AGROTOP Austria 
G. Topham & Co. (Auatria) 
v/ Agropodnilt Hodnin 

POZDl)S /13 Yugoslavia 
UK 

HALD BX Hungary 

ROBOT Association USSR 

CINSKO-CBSKOSLOVl!NSKY Peoples Rep. 
POIIUJC PRO NAN01lNI of China 
DOPRAW 

IN'1'EllKCllPl&OR Association USSR 

SKDDA URAIMAB USSR 

llIOINTBll NJ llelgiwa 

Type of luaine11 

medical care. 
COD!truction of 
medical ••tabliabmenta 

touri!ID. coD!truction 
of hotel• 

breedina of fur 
animala 

touri!ID. coD!truction 

production of material 
for and conatruction 
of gu line• 

wood proceasing 

projects. conatruction 
and reconatruction -
houaina 

proceaaing of reaidual 
coal 

R&D & production in 
robotic a 

ocean abipping 

production of 
compresaora 

1l&D projecta of 1teel 
production & aupplie1 

reaearch & production 
in biotechnology 
& agriculture 

Type of 
invtst!p!Dt 

JV 
31% Auatrif. 

JV 
49% Auatria 

JV 
45S w. a.rm. 

JV 
49% Prance 

JV 
49% Denmark 

JV 
4o% Austria 

JV 
39% Yugo. 
lo% UK 

JV 
SO/SO 

JV 
SO/SO 

JV 
SO/SO 

JV 
SO/SO 

JV 
.SO/SO 

JV 
33.3% Jlelgi-

C01!!'9!1nt 

equity $0.4111; regiatration 1988 

equity $1.0m; reaiatration 1988 

equity $0.8111; reaiatration 1988 

equity $3.2111; registration 1988 

equity $8.8.m; registration 1988 

equity $1.3m; regiatration 1988 

equity $0.lm; registration 1989 

equity $4.2111; regi1tration 1983 

equity $0.7m; registration 198S 

equity $10m; registration 1987 

equity $0.7m; registration 1988 

equity $0.6m; registration 1988 

equity $0.3m; registration 1989 
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Czechoalovakia--continued 

Companiea inyolved 

AQUACOOP 

PLAUTATONIJCA 

ELLA1I 
Viatratart (UK) 
v/ JZD Kunatatna Morave 

TATRACOOP AS 

ELTECO 
Ferras (France) 
v/ UVTT Zilina; ZPT Presov 

Inveatina 
country 

USSR 

ussa 

UK 

France 

Austria 

France 

IN'l'EltTERMAL A.S. Au.stria 

ELK AWlltria 
Jilk. (AUBtria) 
v/ JZD Kosice (4o%); 
Kardasova Recice (S%); 
JC drevarske zavody (lo%) ; 
Tradex (5%) 

INTERTOUll AS 

General Electric (US) 
w/ LET - Czech aircraft 

Auatrlan Induatrles 
v/Czech Govt. 

France 

us 

Auatria 

Type of BuaineH 

investment conaultin& 

1inaen1 1rovin1 

production of 
electronic equipment 
lo special toola 

touriaa lo conatruction 
of hotels 

touri11111 & co~truction 
of hotela 

research & production 
of watering aystema 

reconstruction & 
modernization of 
health facilitiea 

production of windows 
& wooden family 
houaes 

tourl11111 & construction 
if hotels 

manufacture turboprop 
engines 

~ernization & 
restructuring projects 
in chemicals, iron & 
steel, heavy -chinery 
pulp & paper, etc. 
iDdUBtrles 

Type of 
inveawnt 

JV 
50/50 

JV 
50/50 

JV 
49% UK 

JV 
491 France 

JV 
4o% Auatrla 

JV 
2o% France 

JV 
491 Auatria 

JV 
4o% Auatria 

JV 
49% France 

letter of 
intent JV 
S0/50 

Mar)tet 

CZ 

conmnt 

reaistration 1989 

equity $1.3m; reaiatration 1989 

equity $1.3m; registration 1989 

equity $1.9m; registration 1989 

equity $0.6m; registration 1989 

equity $0.2m; registration 1989 

equity $0.7m; registration 1989 

equity $0.3m; registration 1989 

equity $3.2m; registration 1989 

to produce up to $3000m; will supply engines for a 
Czech commuter aircraft being developed for the 
world market 

Auatrian Induatrles, formerly OIAG 
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Co!!ptnita invoived 
Invenina 
cpupuy 

a.nault Vehiclea Franc• 
Ind1111triela (Prance) 
v/ Avia 

Har2otto (Italy) Italy 
v/ Odeivn• 
Zavody S.P. 

Lincle (W. Germany) W. Ge~ 
v/ Technoplyn Sp. 

INTBllTBRMAL AS Auatria 

BOHmUA PIUl W. Germany 
Hegatrencl (W. Germ.) 
v/ Kratky Film (Sol) 
Filmexport (lo%) 

GESTIN AS Auatria 

MVB Prance 
Vignclles (Prance) 
JZD Mir. Vella Bilovice 

PRESTO AS Auatria 

OTES W. Germany 
SHL (W. Germ) 
v/ Prerovske strojirny 

CASINO CEDOR SUN GOLD US 
Coil Financial Group (US); Canada 
Sun Gold Development 
International (Canada) 
v/ Cedok 

DIALOG A.S. us 
USSll 

TVp9 Of ll!aaiMH 

mod•rnh• production 
of Avia truck.a 

to llOd1rniz1 clothin1 
factory 

reconstruction and 
modernization of 
medical establishment 

production of motion 
pictures & TV 
programs, sales of 
copyrights 

tOurilllD & 
construction of 
hotels 

production of portal 
carriers, toola 

fast shoe repair shops 

environmental 
protection equipment 

casino 

ll&D & aasellbly of 
computer & .. asuring 
technology 

Type of 
iny:Ht!l!nt 

lli&ned coop 
a&rttment 

contract 
si1n1d 

JV plans 
SO/SO 

JV 
49% Austria 

JV 
4o% W. Germ. 

JV 
49% Auatria 

JV 
SO/SO 

JV 

JV 
SO/SO 

JV 
49% us. Canada 

JV 
S2% US, USSll 

Marlutt CO!!!Mnt 

llenault - providt production 1quipment & knovhov; 
Czech payments in f iniahtd vehicles 

$4.3a contract to up 1rad1 production line 

Linde - provide training & improvtment of staff 
& improve ttchnical tquipmtnt; Technoplyn Sp vill 
providt all of it• industrial gas activities. 

tquity $0.7m; signed 1989 

signed 1989 

equity $1.3m; signed 1989 

equity $0.lm; signed 1989 

signed 1989 

equity $1.0m; signed 1989 

signed 1989 

equity $4.6m; signed 1989 
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Cow!ui11 imlytd 

l'ATIX M 

. WDIATIC A.S. 

.,. SPAllTAN 
Ik.ano Holding : (Neth. ) 
v/ Zapadoslovenske 

· nabytbrske· aavody 
Bratislava (89.ll); 
Tranaakta ( 6\C) · 

Cl.I 

NSI 

Netherlands 

. DUNAVIA Netherlands 
Ingka Holding (Netherlands) 
v/ aapadoslovenske 
nabytkarske aavody (39\C); 
Transak.ta ( lol) 

AllCUS W. Geniany 
Michael Seleny (W. Germ.) 
v/ .JZD•Pod horou 

CHIPA W. Geniany 
Bwc (W. Germ) 
v~ Statni statek 

Montedison (Italy) Italy 

Bell Atlantic, US US 
West (US) 

. v/ Czech Ministry of 
Post & Telecommunication 

Sokolor Chemical Works; 
American Cyanimide (US) 

3E PRAHA l!NGINEElUNG 
. Eaaezco . (W. Germ) 
v/ Bnergoproject, Prague 

us 

w. Germany 

Typt of 1py1in111 

touri.a, coutnction 
of boula 

production • mal•• 
of UXtilea 

Chin••• restaurant 

produc.tion of · modela 
of ... 11 machines 

production of 
furniture and household 
items 

unapecified business 
activity 

productio~ of sof tvare 
for IBM compatible PCs 

breeding of fur animals 

·~bemical production 

establish a cellular 
telephone service & 
modernize existing 
phone.system 

flocculants & water 
treatment chemicals 

software and hardware 
service, engineering, 
trade activity 

1')pe of 
inyttY'DS 

JV 

.JV 
50/50 

.JV 
491 CLl 

.IV 
49~ Nill 

JV 
4.91 Neth. 

.JV 
51% Neth. 

.JV 
6ol W. Germ. 

JV 
491 W. Germ. 

.JV plans 

JV plans 
491 us 

negotiating 
.JV 50/50 

JV 
49S w. Germ. 

Markis 

equity $1.0m; follllded 1989 

equity $0.211; aigned 1989 . 

aignod 1989 

· equity $0.'05111; signed .. 1989 

equity $6.5m; signed 1989 

equity $0.06m; signed 1989 

signed 1989 

K13.0 mn foundation capital 

construction scheduled fall 1990; service 
scheduled summer 1991 

Kl.O mn foundation capital 
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CO!!ptni11 inyolytd 
IDYHtina 
COJ!Dtrv 

BLATINIA Dtmark 
Daniah Proj1ct Dtvtlop111nt 
v/ JZI> Budouc:no•t Blatnic1 
(4d); qroproj1kt, 
Pr•au• <71> 

!KOS Autria 
Porr International (391), 
Siaaa (lol) (Auatria) 
v/ CIOC Prapt 

FDIAT. W. Germany 
K.H. Matthes (W. Gira.) 
v/ .1ZD J>ruzba 

FotmX Auatria 
Autraco Holdin1 (511), 
G. Topham (51) (Auatria) 
v/ Lachema (391); 
Fotografia (51) 

FllEBOORP Belgium 
M. Peetera (Belgium); Autria 
Siatex Future T1chnolo1i1 
(Auatria) 
v/ Vcelpo, Slralice n. 
Bvitavou (22.21); .1ZD 
Jlobrava (22·.21); .BI> 
J>ruzha (22. 21) 

GJ!MIAL Switzerland 
Proao (Svita.) 
v/ .1ZD Mi.ere Sarovc1 (SI); 
Mras:iarne (51); Nitratu 
(11); Univ1nal. (11) 

HBllTZ-TBADBX 
Hua Zink (W. Gira.) 
v/ Autoclruastvo (251); 
Tr-4ex (351) 

HOmA 
Holter (W. Gira.) 
v/ ZOZO Tr-4u 

w. Oemany 

w. o.:raany 

Tm• of biu11 

hotel, touria, 
conatnc:tion 

touriaa and hotel 
conatruc:tion 

breedina and aal1 of 
fiah · 

Type of 
inyutmtnt 

.1V 
491 Autria 

.1V 
48.751 w. Oll'll 

fil.a proce11ini. . . .1V 
production of equipment 561 Auatria 
for photoaraphy 

biotechnology, services. .1V 
and conatruc:tion 22.:ZS Bel1iua 

11. 21 Austria 

food induatry.iavutment .1V 
and procliiction ad svits. 

... ~ 

auto rental ~ency· .1V 
4ol w. Gira. 

1nviro-ntal conauJ.tina .1V 
asl w. Gera. 

MtrMt CoMtnt 

KS mn foundation capital 

KlOO mn foundation capital 
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C&echoelovaJda--continued 

eompani•s inyolved 

JVIC 
Fiat1•ouch 

,v/·JZD·Sluaoric• 

1.IWAC 
.Co- (W. Germ.) 
v/ JZD C.-bulh 

llIClaa!N 
IU.croviii (Auatri&) 
v/ VD Dol.Mnt Pra1u• 

PILSND TOUa 
Elk (Austria) 
v/ JZD Doubrava !Codee 
(4ol); JZD loshled 
ltardaaova aecice (lol) ; • 
Jihoceall.e d•varall.e savocly 
(51); Trad•• (51) 

Inv•atin& 
countrv 

Italy 

w. a.many 

Auatria 

Austria 

llurda · Verla&· (W. Germ. ) ; Awltria 
Wa&•Dllofar· (Aulltri&) 
v/ Polnraficll.y pnaayal 
(45S); Ania (lol). 
Traaaakt '(lol) 

TATIATIANS ·· Austria 
Al.meta Holding (Autri&) 
v/ vz ICosic• (3ol); 
lterelliltal a.a. Bratialava 
< 1sS> : Kommalae atual»Y · 
ICoaice -(SS) ' ' · 

V'l'll TECHNOPAClc 
Frau 11aw.aaa <lvi u. > 
v/ JZD·Zalaai (511); 
'hc:baopol (3ol) 

SVitaerlad 

WIMATIC W. Genuy 
Faniatic Silotechaic 
v/ Vyaob uceDi tecbaicu 

Type.of l!Jadiless 

coaatnaction of ll)'•t ... 
for •&ricultural 
production 

b,.eedin1 of fur-bearia& 
uiaal• :. .. 

calculation ll)'Bt .... 
production of proar-

tour1-a·COD8t111Ction 

,. 

printiq ad 

diatrilnation of Barda 
•1uin 

Type of 
inveatment 

JV 
4ol Italy 

JV 
11.21 w. Gera • 

JV 
55.sS Auatri& 

JV 
4ol Autri& 

JV 

1s1 ·w. ·a.~. 
20I Autri& 

.i 

fnipt fol'Rldha ·ad JV 
trauportatioa .. rviCH 5CJI Autri& 

production ad aal.e.of 
preci•ion fo2911 for 
injection fft8M8 

Harlutt Comment 

ltS - foundation capital 

: . .. · 

KlO llD foundation capital 



Caecbo•lovakia--c:oatilnaell 

Co!p&niH involved countrv 

TISOS A.S. 

llcllona14'• (Call&da). VS 
vlPhpe Nr~l State 
tinnrut 

IGM/Illll11.1tiie1erate - UDd Austria 
lknbintafabrik (Austria) 
v/Sti. . 

tuanc 
HaDaer Techno (Neth.); 
A. Ptarrtr (lvitz.) 
v/, -Sl\lSba Prapt VD 

lllJT 
Z18Y!rk (lnden) 
v/ Z1Z (3~l . 
ZeniccentS1D uYISH ( 191) 

AOIODIPIX A.S. 
Fram Knt• cw. Gt:ra.) 
v/ .1ZD JtOkOria 

AU lln 
AsZA lrovn Bovtrl · 
( Sveden) ; AlllS 
(SVit&1rland) 
v/ El~k.tro Tech
nicb Zaveidy J'\llia 
Fucib/&JF 

BLUE DANUBB TM.Ym./ 
BM' '· 
Bratt Don.au Dap
fachif fahrts Ge111l
l1cbaft/J>DSG (Austria) 
v/ Ct11k.o11lovenak& · 
Plavba Dunajsb 

Dlllf.BUllOPB BRNO 
Exak.t• lteiahudt . 
• MM' (Austria) 

NtthtrlanU 
SVitHrland 

Svtdtn 

.- ~ 

w. Gtrua)' 

lwecltll 
SVitztrland 

Austris 

Austria 

TyR! of ausintas 

ust of cuputer 
equip111nt !Of tvan 
application 

fut food niitaanat 

produc:d.oa of robou 

s'urfact co.tins of 
liachint ,.na · · 

llsD for tltctronic 
hlatina 9>'•t-
'.-.: 

enrirolllllt1ltal 
protection, •trric••• 
and coutnction 

tne of 

''"'"''' 

DllOtiadq 
.JV·:.: .. 

coop 

.JV .. 
1al lletb. 
lal Ma• 

.JV 
511 av.dell 

; . 

.JV 
331 w. Gem. 

-factun 8Vitchina .JV 
equipment for tbe traaa-
ftr Is distribution of 

·electric povtr· 

to 111iabliah-a joint 
travtl agency to pro
vide cruises on tht 
Danul>t froa Bratislava 

to proridt le1al Is 
economic conaultin1 
services 

";.. 

JV 

JV 
751 Austria 

Mu\tt ,,_,, 
eflUity $0.7a; n1istration 1989 

tq1d.t~ $1.7•; sianed 1989 

equity so.Iii; •ianed 1989 

tqa.ity $0.la; •i&Dtd 1989 

venture would start operating 
in April 

fOWldation capital of Kl mn 
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C:S•cho•lovakia--contined 

Coptni11 involytd 

IUIO'l"IL 
Bell Atlantic Ii 
US West (US) 
vi llratblava 
Po•tal • Telecoa
manication Admini
•tration 

IM>BOSTAV-HAUPLBR MU 
Haupler Anlaaen 
(Geruny) 
vi llydro•tav Bllter
pri•• of Bratislava 

IMCO-HBllOLD BUSINESS 
DATA 
Herold Fachverlag 

· fv Wiruch&fu~ . 
information. 

. INl'BRSTAV 
'rorr Internaticmal 
(Auatrb) 
vi lnuratav. 

IDOPEllATIVB TSCHECHO
SLCWAIUSCHB VJ!RSICHB
IWNG 
Wiener Stadtische 
Wechaeaeitige Veraiche• 
rmigaautalt (Au.atrb) 
vi Slovu Cooperatives 

IAC'l'OPIOT SOtml 
BOHl'JIIA DAIRY CO. 

Lactoprot (Austria) 
vi a dairy factory 

MBDIPHAIM CZECH. 
VJ!N'1'UU 
llediphara (av.den) 
vi z-deblut Druzstvo 

lllftHiq 
coppgry 

us 

Austria 

Aaatrb 

Austria 

Typt of llgaipt11 

to 11tabli1h public 
data • telec~

. C:atioli netvorb 

to cany out project1 
in 1teel conetruction· 

. Type of 
iimltMDt 

.JV 
491 us 

to Ht up a joint buai- ! .JV 
ne•s information venture 

,,j,11 dHign • cany out .JV 
construction vork of all 
type• in the country 

to form a joint inauiaDc:e .JV 
venture 

to deliver cleaning 
-teriall baaed on 
vhey in ezchallge for · 
concentrated "'1-Y 

to produce ensymes 
incl. bacterb used 
in ad.llL fermentation 

.JV 

.JV 
511 SVeden 

M!rktt CowtDt 

. . 
foundation capital i1 aet at 
Da100.ooo. but vill be 
raised to llall am in Feb. 1991 

partners expect to finalize 
the deal by yearend 1990 

foundation capital ia lt3 mn· 

foundation capital of lt323 mn 
K40 v&1 provided by th• Autrbn 
inaur-ce fira; venture b sche
duled to 1tars operetiona in 1991 

partners plan to fora a joint 
venture by aid-1990 which vill 
be active in all sector• of 
the dairy industry 



(') 
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C:.ecbo•lovakia--c::ontiau-4 

CO!!J!fDl•t ipyolytcl 

CllV 
CllV (Auatria) 
w/ hndnol 

IG-TATRAOAS . 
Mett•r Grieabe:la 
(GermaDy) 
w I Cheai.k.a 

LEP/lmf 
LEP (UK) 
w/· Ekotrana Moravia 

LSH-POROllETON 
Ytong (Auttria) 
w/ Lahnke Stavebne 
Hmoty 

LINKOH!T 
Voeat-Alpine 
Induatrieanlagenbau 
(Auatria) 
w/ ICotice Ironvorka 
& Huttenprojekt 
Kotice 

0'1'BS 
Lurgi. Halter&· 
SHU (Germany) 
w/ Prerovak.e 
Strojirny 

PILSEN TOUR 
Arla. Int'l. & 
.JOUX (France) 
w/ Plaenak.e Pivovary 

PllOFIFOTO 
Bron Bl.ektronik. 
Fob&. & Sinar 
(SVitaerl.and) 

Inve•tin1 
copntrv 

Auatria 

Geniany 

UK 

Auatria 
Germany 

Auatria 

Germany 

France 

SVitz•rland 

1YR• of 1gAip111 

to t•t up a network 
of petrol atationa 

to produce industrial , .... 
to form a joint freight 
tranaport venture 

for producin1 porol!.8 
concrete 

to mode'rnize the Batt 
Slovakian metalluri
gical industry 

to manufacture deaul
phurization equipunt 

to build hotels 

a ahop to -.rl!.!t 
photographic equipmnt 

Type Of 
imren•pt 

JV 
51% Germany 

JV 
7o% ux 

JV 
6o% Austrian 
4o% Germany 

JV 
35% Austria 

JV 
5o% Germany 

JV 

Marl!.!t eo.,ns 

partner• will contribute SchlO mn 
& KlO mn respectively to th• 
foundation capital; firat aix gaa atationa 
an planned for next year; Auatrian 
talka with Slovnaft on a pipeline 
connection between Bratislava & 
Schvecbat 

letter of intent for JV vaa 
aicned in 1990; Meaaer .Griea
aheia will provide production 
equipment• & knowhow 

foundation capital ia K2 mn 

Ytong will provide production 
technology & marketing knowhow 

atart up capital of K16 mn 

foundation capital of 100 mn. 
conatruction of firat hotel. a four
atar. 2.50 bed e1tahli1hment in Plzen • 
ia expected to be completed within 18 montht 

shop will alto sell Nikon (Japan) 
equipment 



Czechoslovakia--conti1N8d 

Companies involved 
Invenina 
copntrv 

PJlOFISCl43 Auatria 
Kalkaesellschaf t 
(Auatria) 
v/ C-ntarny 

PJlOGIBSS PRC»IOTI<»f Auatria 
Sport Mark.etinc ServiCH 
SMS a. Proaress 
(Auatria) 
v/ Praaoaport 

RBCA Brazil 
Luaiana do Braail 
(Brazil) 
v/ Dopravny Podnik. 
Bratislava Enterprise 

SALZBURG-BUDWBIS- Auatria 
WIRTSCHAn'SFORDERUNGS 
GESELLSCHAFI' 
Salzburger Betrieb
aansiedlungsgesel
lschaft (Auatria) 
v/ Sigma Budejovice 

STitatAG BRNO 
Stromag (Auatria) 
v/ Zavody Vseobecneho 
Strojirenatvi/Gen'l 
Machinery Plant (Brno) 
Adamovsk.e Machine Works, 
El.itez (Liberec), TOS 
Hostivar, ltovo Prague a. 
Stroji.mport Prague 

TATRA AIR 
Slovair 
a. Grossair 
(SVitzerland) 

UNISOPT 
Dutch Computer 
Conaultanta 
(Netberlanda) 
v/ Cbarlea Univ. 

Auatria 

Switzerland 

Netberlanda 

Type of l!!!ineH 

to build a factory 
for the production 
of plaster a. 110rtar 
lllizturea 

have formed a joint 
advertisina venture 

a joint advertiaing 
agency 

to build a 4,000 sq m 
production ball 

to manufacture 
electronic control 
drive units for 
printing, cutting, 
a. weaving ma.chines 

establiabment of a 
nev JV airline 

to develop a. mark.et 
software 

Type of 
inveatment 

JV 
.5o% Austria 

JV 
8.5% Auatria 

JV 
6o% Brazil 

JV 
So% Auatria 

JV 
51% Auatria 

JV 
.5o% Netberlanda 

Mar!ytt CO!l!!!l!Dt 

foundation capital of Kl mn 
production is scheduled to 
atart in 1992, output is expected 
to reach 60,000 t of plaater a. 
mortar compounds 

will apecialize in advertising 
for the aporta sector a. in 
aponsorahip activities 

partners are planning to overaee 
promotion campaigns as vell aa 
advertising billboard space on 
local transpor.t a. in restrooms 

partners plan to lease the building 
to companies from the Austrian 
province 

will have regular daily flights 
to Zurich a. Munich beginning in 
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~ Caecho•lovakia--continued 

COP1panie1 iovolytd 

TBGIOTBX 
C&rlo Giovanardi 
(Italy) 
v/ Technolen, 
Loimice, & 
Popelk.ou 

ZKLBZARNY-AHHAHUTTB 
Stahlverk Annahutte 
(Germany) 
v/ Zelesarny Proatejov 
Enterpriae 

IDVHtiD& 
copntrv 

Italy 

Germany 

Tne of l!uaineu 

to -nuf acture & 
market C&DVU 

Type of 
iQVHtl!llDt 

to manufacture & market JV 
iron products 

Marktt eo.,nt 

foundation capital of klS DID 

German partner supplied both 
new technololY & equipment 
& will market the output 



Q 
tJ -

9-'pit1 ipyo1yd 
IllYHtina 
cnnsry 

llULTIPLAN Austria 
Avt..pes (AIUltria) 
v/ rlaco wod process:i.na 
work.a; a llwl&arian 
cndit baak. 

Uniwrsal Baa of Auatria. 
Alba of Svitzerland 
v/Pe•t-Bada caterin1; 
Interbank. 

Jlack-lina-Union.of 
(W. Germany) 
v/ Mister Coop 

Praama.Investiaenli 
e Finan&& of Italy 

. vi 3 Hun&arian 
cooperative f aras 

HCH Pharma (Sviss) 
v/Chinoin; Medimpex 

DHL .BUDAPEST LTD. 

Austria 
Svitserland 

w. Ge~y 

Italy 

Svitaerland 

DHL Worldwide Express US 
v/ Hungarocamion (parent 
coatpany of Hungaroaped) 

CITillANX BUDAPEST LTD. US 
Citibank. Overseas 
Investment Corp. (US) 
v/ Central Draft and 
Credit Banlt Ltd. 

LEVI STRAUSS BUDAPEST CO. US 
Levi Strauss (US) 

General Electric (US) 
v/Tungstram Co. 

us 

'l'YPt 9( lyipt•• 
Type of 
ipntP'M "HMS 

duty free aone to attract lflm&ary 
forei1n capical • import 
hi&h iechnoloo 

ll&DUfaccare• Mrket •i1ned 
chipboard a1re ... nt 

build • 11a11a1e • 
100 bed. 3 star 
hotel in lwlapest 

,. 

aanufactare .:rv 
bakery ovens 

breed and market .:rv 
edible snaila 

produce vitamin 
concentrate. vit&ld.n c. 
fever reducers • pain 
killers 

EB "hubH streamlining 
"hub" streaalining 
distribution of espress 
delivery service 

coaiercial bankin1 
operations 

manufacture jeans 

manufacture light bulbs 

.:rv 
30.51 Sviss 

.JV 
491 us 

JV 
8ol us 

.JV 
51% us 

Europe 

Hungary 
W. Europe 

Cowt!S 

scartina capical of $700.000 

start.ill& capical of $2a 

start capital of $350.000 

start up capital of $200.000 

Total investment estimated at $2111. (annual tum 
over espected at $11-16m) 

DHL Worldwide Express 1984 had agreements v/!B 
major companies for delivery service. Founded in 
1988 with capital of $80,000. 

1985 - original investment $10m 

rents porion of Texcoop building (state owned 
knitting plant) 

paid $1SOm - 12 plants 
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~ Hungary--continued 

Companies inyolye4 

General Motors Corp. (US) 
v/ llABA (Bailvay carriage 
Machinery Factory) 

SCHWINN-CSBPBL BICYCLES 
Schwinn Bicycle Co. (US) 
v/ Csepel heavy industry 
complex; I~titute for 
Energetics 

Purina Co. 

SCHWAllZKOPF COSMBTICS CO 
Schwarzkopf (W. Germany) 
v/ Caola Cosmetics and 
Chemical Co . ; Chemo-Caola 
Foreign Tradi~g Company 
and Household Chemicals 

C. Itoh.. Furukawa Co. Ltd. 
(Japan) 
v/ Hunga~~an Plastics 
Processing Co. 

Sam Bung Electronics 
(S. Korea) 
v/ Hungar~n Orion 

BABOUfA-MCDONALD'S 
JlESTAURANT 
McDonald's.Restaurant(US) 
v/ Babolna Agricult)lral 
·Cooperation 

McDonald's (Canada) 
vi MAV Railways 

Krupp (Western '1'NC) 

IDVHtin& 
countrv 

us 

us 

w. Germany 

Japan 

s. Korea 

........ 

us 

us 

Western 

"'•I 

Type of pgsiness 

manufacture engines, 
assemble automobiles 
(Opel Kadeta) 

111&11Ufacture bicycles 

make animal feed 

production of hair-care 
produc~s 

manufacture' up-to-date 
synthetic products 

aanufacture color TVs 

fast food restaurant 

to open a faat food 
restaui:an~ in a train 
·station· 

Type of 
investment 

JV 
67S us 

JV 
s1S us 

Mark.et Comment 

BB, Hungary GM will invest up to $300m in JV -starting 
capital $SOm (1/3 by H firm) total $1SOm, & 
will buy most of the engines, cars will be 
exported 

Hungary, initially capitalized at $2.1 m. 
other 

Hungary 
Romania 

JV founded 198S 
s1S w. Germ. 

JV Hungary 

JV 
SO/SO 

JV 
SO/SO 

JV developing 
countries 

1990; $3.3m founding capital 

1986 agreement signed 

plan to open restaurants in railway stations 
acro1111 the country 

involved in investment projects v/ developing 
co~tries deli~ery 
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Hunpry-continued 

Invt11tiq 
CoatpiH involved copntrv 

Flat' (Italy) Italy 

OZDBi. STAHL "M w. Germany 
··M.t&J.1gt0ell1chaft AG; 

•· · K.iri i.a (w:"oarmany) 
v/ Oali ltohuzati Uzemek. 

· (OKU) 1teelvorb 
-::. '', 

DIGITAL BQUIPMl!NT 
(HUNGAllY) LTD. 

··i>i,ital Equipment 
Corp. (US) 
v/ IQIJtI (Central Jle11earch 

· ·'1n1tit
0

11te for Pbyi.J.~{; of 
,. the ihuig'Uian .ACademy 'of 

'sdence > ; ·szaiiiall. 
(Computer Technology 

· ·Applicatio~. Bntarpri1e) 
. l '.\~. : ..,.. : ' 

'Akzo· (Dutch chellli.cal1 
group)"':·<· i • : ~; .. 

'·. vr Tiszai·' ViilYi' KOlllbinat 
(TVK) (state-run 
chemicd.a'' srouiif 

Daewo res·.,. Korean) 
·· vf HUngarian;;C~dit ' 

Baiik.. i.td • . . 
·Jl't' • • ~;... ; ~'~ ' • 

us 

···'. 

Dutch 

... ;. 

S. Korea 

;.Creditanatalt-Bank.vereir Austria 
of Austria 
vl HUngilian ·Credit Bank. 

·"· 
'lW1' MAI.EV CAR.GO BXPIESS 

'lW1' Maaped (UK) 
··'v/ Malev Airline: 

HUngarian Credit Bank.; 
Technoi.mpex; .. Baholi~ 
State 'Farm · · · 

..... 
• l-. 

'l'VRa of Buain111 

aut0110bilt11 

pro<\~ctio~ of billet•. 
'wire~ · .·· ... :· .. . ·. ~ .. . : 

to 1ell and 1ervice 
• c'c,q,;it&r ay•t- . 

' :, ·•'' • • • • - • I • • ~ • : 

.,. ·. :: .... 

\; -: . . '· .. ! ~ ;, 

. .. 

~fahur~ pd:rits & 
~varnish 

-t--,._ 

manufacture car parts 
or assemble cars from: 
·~oml)onents suppl,ied 
from s~ icoriia .. . . 

commercial banking 

express & bulk. air 
freight service for 
Western and HUngarian 
companies 

;_;;:. . . . .. 

Type of 
inyt11t!p!lnt 

JV 

.. JV 
. 60& ~· Germ. 

JV 
,. ,51~ ~~: .. ,_. 

:. , .. .-·.~ 

JV signed 
''sis' I>Utch 

JV letter of 
intent 

.. 1etter of 
intent JV 
SO/SO 

signed JV 
4ol UK 

Market 

developing 
countries 

Hungary 
other 

...... 

COJ!D!l!nt 

involved in inve1tment projects in developing 
countries delivering vehicles 

asset increase by $28.9m eventually 

Digital - world's second largest computer company 

. ·~. ,- . . ........ ~::. '.":', . 

.. cr. 

·.~ .. 

·.· .. : ;. ~ 

'· · .. ' ~' .·. 
',•:,.· 

starting capital $30m 

.,· 

founda_tion .. ,.capital $2111 . 



CopapiH ipyoln4 

Datvoo (8. ltortan) 

CEN'l'IAL-BUBOPBAN 
INTBllNATIONAL BANK, 
LTD. (CIB) 
Societt Generale (France); 
Banco c-rciale 
Italia- (Italy); 
.Bayeriache· Vereinabank. 
(W. Germany); 
Creditanatalt Banknrtin 
(Awttri&): 'l'be Lona-Tera 
Credit Bank (Japan); 'l'be 
Toyo ltobe Bank (Japan) 
v/ Natio-1 Bank of 

.Hungary 

UNICBANK CO. LTD. 

IDVHtina 
COJIDtlY 

B. ltorta 

France 
Italy 
w. Geraany 
Awltri& 
.Japan 

IFC 
International Financial w. Germany 
Corporation (IFC): · Awttria 
Deutache Qeno11eD1chaft-
bank. (W. Geniany); 
Genosaenschaftliche 
Zentralbank. ltlJ (Awltria); 
v/ Central Draft an4 Credit 
Bank. Ltd. (KVH Rt.); 
National Saving• Bank (OTP): 
National Council of 
Production Cooperativea 

· (TOT) : National Council of 
Industrial Cooperative . 
(OKISZ): National Organi
zation of Small Craft1111en 
(KIOSZ); National Council 
of Con11U111er's Cooperative• 
(SZOVOSZ) 

KBC BUDAPEST 
KBC Loerrach 
v/ group of Hungarian 
entrepreneur• 

tvRt of lpaim11 

purcbut .. build 
hottls in ffianaary 

credit bank. institute 

general co11111ercial 
bank.ing operation, 
primarily oraanization 
of joint ventures & 
financing the 4enlopment 
of the cooperative & 
11111&11 enterpriae sectors 

fabric printing 

'l'YP• of 
imrt•tMDt 

plan! 

JV 
iii France 
111 Italy 
11% w. Germ. 
iii Awttria 
221 .Japan 

JV 
isl IFC 
isl w. Germ. 
isl Austria 

JV 
SO/SO 

Hungary., 
Come con 

COMtnt 

fora a ntv company with $90m 

operating offshore since i979, formed a 
subsidiary to operate in Hungarian market in i988 

founded i986 

Europe's largest fabric printer (KBC); JV has most 
modern technology: planned sales of $3Sm yearly 



Hunaary--continued 

Companies ipyolv!d 

WALTClf C<MPUTBRS 
TBCHNIQUB COMPANY 
Walters International 
Ltd. (UK) 
v/ Videotron Electric 
Worka 

Inveatin1 
countrv 

UK 

us West (US) us 
v/ Hungarian Poat Offi~e 

Sharp's Auatrian agent 

Italy. US 
v/ ~gaey 

.Japan 

Italy.· US 

QUALIPLASTIC JCP'T, . US 
ALM Corp. (US) 
v/ Pl!MU; Solymar (Peat 
County Pl&atica Processing 
Co.); Interag Ltd. 

OGILVY AND MATHEll-MAHAill 

COIPUTBRWOllLD INFOllMATIC»f 
CO •• LTD. 
eo.puu:rvorld c~
cation Inc. (US) 
v/ Lepk.iado'Company; · 
Statistical Publishing Co. 

IN'l'BllNATicwAL . MANAGl!Ml!NT 
CEH'l'Bi 

llADBLOOll JQIT 
Corning International 
Corp. (US). . 
¥/ MetrimpH tlun&arian 
Tradin1 Collp&ll)' for 
Inatrwunts; lladelk.ia 
Production Cooperative 
for Electrochemical 
Inatrwaenta 

us 

us 

us 

us 

Type of Puaineaa 

production of -trix 
printers. engineering 
& commercial office 

cellular radio 
telephone systems 

buaineaa school 

recyciing of plastic · 
vaatea 

publication of computer 
technique information. 
jobvon. advertisin1 1 etc. 

manufacture blood 1aa 
analyser• 

Type of 
investment 

J'V 
49% UK 

plans J'V 

plans J'V 

J'V 
44% us 

J'V 
49% us 

J'V 
49% us 

Mark.et 

8o% Hungaey, 
other 

Comment 

founded in 1984. Walters bought by Williama 
System PLC (assemble under IBM license - 8-lo% 
of UK -rk.et); 9o% bought by Videotron which 
ezporta, contract Videotron for assembly 

for Budapest 1991 - $Sm 

founded 1982 

founded 1986 

founded 1973 
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Hungary--continued 

Companies involved 
Investing 
country 

APPLIED TECHNICS LTD. US 

PUSKI-ISIS LTD. US 

HUNGUARD LTD. (Guardian US 
Iiiduatries) 

MCCANN ERICKSOH-INTERPRESS US 

ICOTOELBM KPT US 

PANGUS RUBBER PRODUCTS CO. US 
Truflex Rubber Products . 
(US) 
v/ Taurus.Rubber Works of 

·Budapest · 

HEMINGWAY COMPUTING INT. • 
·Ltd. 

us 

FOTEX KFT " US 
American Writing Supply 
Corp. (US) 

· v/ Budapest' Photography 
Cooperative; Cooperative 

•Sluila:..coop; FORTE. 
Photochemical Ind1latry 

CORNING MEDICAL CORP. 

ALH HOLDINGS CORP. 

IDG COMMUNICATIONS 

COMPUHAX INC. 

~CHEMICALS 

Dov Chemicals (US) 
v/ Nitrokemia; 
Chemolimpex 

us 

us 

us 

us 

us 

Type of Business 

manufacture materials 
for repair of automotive 
tires & industrial 

'belts 

photographic services 

Type of 
investment 

JV 

JV 

JV 

JV 

JV 
so % us 

JV 

JV 
45% us 

medical instruments JV 

thermoplastic JV 
materials 

boo'ka/periodicals on JV 
computers 

computer automation JV 

manufacture extruded JV 
polystyrene foam 
thermal insulation 

Market 

Hungary 
Other 

founded 1987; exporting through Truflex's 
European subsidiary Pang International 
(Liechtenstein) 

founded 1984 
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St Jlu.D&ary--continued 

Investing Type of 
Co!!paniH ipyolVtd couptrv Typ9 of BuainH• investment Mark.at Comment 

FIIBT AMBIICAN-llUNGAllAN us .JV 
BllOKBRAGB 

INTBllCQC ( CAROLCO) us .JV 

COfCORD CAMBRA us .JV 

HISLEll-llADKB CORP. (GMI) us .JV 

Uui.cum (US) us recently 
active 

Bear Stearns Inc. (US) us recently 
(First Jlu.D&ary Fund) active 

Valmont Industries (US) us recently 
active 

Dllpont (US) us recently 
active 

Bstee Lauder (US) us recently 

active) 
Pepsico (US) us recently 

active 

Coca-Cola (US) us recently 
active· 

UPS (US) us recently 
active 

Black. and Deck.er (US) us recently 
active 

NCM (US) us recently 
active 

Remington (US) us recently 
active 



. Cs=fii' .. ipypln4 

Unioa City llocly (UI) 

Price Waterlloue (UI) 

1..,ate (UI) 

Group 92 International 
(UI) 

lti.ater Iii.nit (UI) 

VITA (Volunceera in 
Technical Aaaiacance) 
(US) 

Nontediaaon (Italy) 
v/ Dunaaont Polyatyrene 

U8 

U8 

U8 

UI 

. U8 

us 

Italy 

Tetra Pak_l&W1in1 Svitaerland 
(Svitaerland)9 IPC 

'v/Oraaagoa Takarelipenatar 
(OTP) 

Wilden KO (W. Germany) 
Diexter Plaatic Holda 

Bull International 
(France) 
v/ Videoton Electronic• 
Group 

Ciba-Geigy (Svitaerland) 
v/ Bioaal 

Skardigln <SVe'dfln> 
v/ Vepex 

W. Germany 

France 

Switzerland 

8veden 

,,,.. a« iP•1nu 
!ype of 
ipyuW'pS 

neently 
active 

recently 
active 

recently 
active 

recently 
active 

recently 
active 

recently 
a~tive 

production of polystyre~e .r1 

production of laminated 
ailll. and fruit juice 
cartona 

production of 
pharmaceutical 

production, in biotech 

.JV 
6ol Svi•• 
151 IPC 

.JV 

.JV 

.JV. 

c 

IFC aasistance9 project cost: $78.8111 

project coat: $48.4 •• OTP i•. a lfunaarian 
financial inatitution 

project cost: $11.8 million. 

aigned 1990. majority owned by Videoton 

fol1Ud 1987 



Hungary--continued 

Co!!!p4nies involyed 
Investing 
countrv 

Sican'ACT KFr W. Germany 
Si81118ns AG (W. Germany) 
v/ Blek.tromodul Hungarian 
Trading Company for 
Electromechanical 
Components: Remiz Radio-
Technical Company: 
Intercooperation Ltd.; 
Computer-Technical 
Institute for Finances 

VOL.COM KFr Sweden 
Volvo International 
Development Corp (SWEDEN) 
v/ Csepel Automotive 
Factory: Mogurt Hungarian 
Trading.Company·for. 
Motor Vehicles 

BUDAPEST·CASINO KFr Austria 
Oeaterreichische 
Spielb&nken AG (Austria) 
v/·Danubiws Hotel and 
Spa .Company . • : .. 

llCR-LILLY KPT. Svitaerland 
Eli Lilly S.A. 
v/ ICll Works 

B • Z.KPT. Svitaerlalld 
Z~ AG (Svitaerland) " 
v/ Bio&al Pharmaceutical 
Factory: Medimpez Joint 
Trading Company for 
Pharmaceutical Products 

SKALA-LUBSCHBll ICPT· Svitaerland 
Llaesche Automaten AG 
(Svitaerland) 
v/ Sk.ala-Coop ... 

.. 1. • • • ~: .. .. .~ ~.. . 

Type of Bu!iness 

aervices. desian of 
equipment· & joint 
production of 
electronic el81118nts 

representation of Volvo 

··"· 

operation of a casino 

••rvicea 

prod11etion & 
distribution of 
buic material• 
for the 
phuwaceutical 
indwstry 

operation of &ambling 
-chin•• 

f. -. 
. • .. :~ 

Type of 
invest.ment 

JV 
491 W. Germ. 

JV 
481 SVeden 

JV 
491 Awstria 

JV 
491 SVi'ss .-. 

·.··: ' 

JV 
.. 

91 SviH 

... / 

Market Comment 

founded 1974 

:··- . 

founded 1974 

fo~ded 1980 .... 

founded 1980 

founded 1980 

founded 1982 



Hungary--continued 

Companies involved 

SPHERO-EVIG KFl' 
Laing & Co (Switzerland): 
Gesellschaft Fur Standard 
Motoren GmbH; Laing 
Schvimmbadtechnik. GmbH 
llemseck. (W. Germany) 

.v/ BVIG; Intercooperation 
Ltd. ; Transelek.tro 
Hungarian Trading Company 
for Electrical Equipment 
and Suppliers 

ZALAFORH KFl' 
Neue Mode Pannonia GmbH 
(W. Germany) 
v/ Cserta emti Agrarian 
Pr0duction Cooperative·; 
Csomoder 

METRITECHNIK KFl' 
Festo Maschinenfabrik. 
GmbH (Austria) ; 
CBI Budapest 
v/ Metrimpez Hungarian 
Trading Company for 
Instruments 

Investing 
countrv 

Switzerland 
w. Germany 

w. Germany 

Austria 

BCONOSEllVICB RT Switzerland 
Horizont AG (Switzerland) 
v/ Sigma Rt. 

HUNGAllOFEDEll KFl' Austria 
v. Bauer Bettfederfabrik. 
(Austria) 
v/ Hungarotez Foreign 
Trading Company for 
Teztilea; "Lenin" 
Cooperative Farm of Mako; 
Poultry Processing 
Company of Debrecen 

Type of Buainess 

manufacture of heat pumps 

production of garments 
and accesaories 

arrangement of 
cooperations, services 

financial & 
organizational services 

feather and down 
processing 

Type of 
investment 

JV 
36% Swiss 
11% W. Germ. 

JV 
49% W. Germ. 

JV 
2% CBI 
48% Austria 

JV 
33.4% Austria 

Maryt Comment 

founded 1980 

founded 1982 

founded 1982 

founded 1982 

founded 1983 
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N llwlsary--continued 

Investing Type of 
Copmanies inyolyed copntrx Type of Bu!iness iPYHtment Market Copmaent 

ID«>PHAIM KPT SWclen production of Lactifel'lll JV founded 1983 
Mediphana AB (Sweden) M 74 liophyliaed bacteria 49% Sweden 
v/ Monor State Parm; 
Pharaatrade Foreign 
Tradina Company . 

SKALA-AIAB TBADE PRC»fOTI<»f Saudi Arabia trade services founded 1983 
CXJIPANY UR 
Saudi Caravan Tr&n11port 
Eatablishment (Saudi 
Arabia); Hungarian 
International Bank. (UR) 
v/ Skala-Coop 

TUNOSIWl-SCHllEDEll RT. Belgium manufacture of public JV founded 1983 
Schreder AS (BelgiWD) lighting equipment 4()1 BelgiWll 
v/ Tungsram Co. Ltd., 
Hungarian AlWlliniWD Corp. 

SG-2 HONGlUB KPT. Prance organization, computer JV founded 1983 
SG-2 Societe Generale services 49%!France 
de Service et de Gestion 
(Prance) 
v/ Foreign Trade Banlt Ltd. 

OTP-Pl!NTA TOURS LTD. Alllltri& travel agency JV founded 1983 
Penta Tours Reisen GmbH 4ol ·Austria 
(Austria) 
v/ National Savings Bank. 

CARGOPACK-HUNGARIA KPT. w. Germany packaging services JV founded 1983 
Cargopack (W. Germany) 51% w. Germ. 
v/ Volanpack 

DANUBE-MAINE BUILDING CO. w. Germany building abroad JV founded 1983 
Beuma GmbH (W. Germany) 
v/ General Servicing and 
Sales Cooperative; 
Technoimpex Hungarian 
Foreign Trading Company 
for Machines 
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Hungary--continued 

Companies involved 

SPHERO-BVIG KPT 
Laing & Co (Switzerland); 
Gesellschaft Pur Standard 
Motoren GmbH; Laing 
Schwimmbadte~hnik. GmbH 
llemseck (W. Germany) 
v/ BVIG; Intercooperation 
Ltd.; Transelektro 
Hungarian Trading Company 
for Electrical Equipment 
and Suppliers 

ZALAFORM KPT 
Neue Mode Pannonia GmbH 
(W. Germany) 
v/ Cserta emti Agrarian 
Production Cooperative, 
Csomoder 

METRITECHNIK KPT 
Festo Maschinenf abrik 
GmbH (Austria); 
CBI Budapest 
v/ Metrimpez Hungarian 
Trading Company for 
Instruments 

Inveating 
coun\rv 

Switzerland 
W. Germany 

W. Germany 

Austria 

BCONOSERVICE RT Switzerland 
Horizont AG (Switzerland) 
v/ Sigma Rt. 

HUNGAROFEDBR KPT Austria 
V. Bauer Bettfederfabrik 
(Austria) 
v/ Hungarotez Foreign 
Trading Company for 
Textiles; "Lenin" 
Cooperative Far11 of Mako; 
'Poultry Processing 
Company of Debrecen 

Type of Business 

manufacture of heat pumps 

production of garments 
and accessories 

arrangement of 
cooperations, services 

financial & 
organizational services 

feather and down 
processing 

Type of 
inveatment 

JV 
36% Swiss 
11% w. Germ. 

JV 
49% W. Germ. 

JV 
2% CBI 
48% Austria 

JV 
33.4% Austria 

Marke\ 

founded 1980 

founded 1982 

founded 1982 

founded 1982 

founded 1983 
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~ Runsary--c:ontimaed 

Investing Type of 
Cop!D!pits inyolyed copntrv Type of Bu!iness ipYHtm!nt Mark.et Copppent 

JO«>PHAIM KPT sv.den production of Lactif era JV founded 1983 
tledipbara AB (SVeden) M 74 liophylised bacteria 49% SVeden 
v/ Monor State Parm• 
Pb&raatrade Foreign 
Tradin1 Company 

SKAIA-AIAB TIADB Pll<»W'l'ION Saudi Arabia trade services JV founded 1983 
ctlll'ANY UR 
Saudi caravan Transport 
Blltablishment (Saudi 
Arabia) • Hungarian 
International Bank. (UK) 
v/ Skala-Coop 

"nJNGSRAM-SCHJlEl>Bll RT. BelgiWll -nufacture of public JV founded 1983 
Schreder A3 (BelgiWll) lighting equipment 4olC BelgiWll 
v/ Tllngsram Co. Ltd •• 
Hungarian AlWlliniWll Corp. 

SG-2 HONGRIB ICPT. Prance organisation. computer J'i founded i983 
SG-2 Societe Generale services 49%1France 
de Service et de Gestion 
(Prance) 
v/ Foreign Trade Bank. Ltd. 

OTP-Pl!NTA TOURS LTD. Austria travel agency JV founded 1983 
Penta Tours Reisen GlllbH 4o% Austria 
(Austria) 
v/ National Savings Bank. 

CARGOPACK-HUNGARIA KPT. w. Germany packaging services JV founded 1983 
Cargopack. (W. Germany) 51% w. Germ. 
v/ Volanpack. 

DANUBB-MAINB BUILDING CO. W. Germany building abroad JV founded 1983 
Be\11118 GlllbH (W. Germany) 
v/ General Servicing and 
Sales Cooperative 0 
Technoimpex Hungarian 
Foreign Trading Company 
for Machines 



Copani11 iayolv!d 
Inveatins 
CO!lDtlY 

CM DIDOLD DT. W. G!niany 
Diebold D!utachland GmbH 
cw. G!zmany) 
v/ Comporgan System Howse 
Joint Company; MetrillpH 
Foreisn Trading Company 
for Iutruaent• 

OLYMPOS:·DT. . Greece 
K. ~anitia SA (Greece) 
v/ ·Kecak.emet-Ssikra State 
Farm; Huqarofruct 
Cooperative Society for 
th• Export and Import of 
Fruit and V•s•table•;. 
Boraod Cb!llical· Worlul;· 
NJICEll. ltf t • 

ICl!MIPUll DT W •. Germany 
.Blaatorsan GmbH 
cw. Gezmany) 
v/ PJ!MU; Cb-lf..llpH 
Foreisn Tndiq Collpany 
for Cbmc:ala 

NJllNF:t SOWDG SDD N!therlanda 
G1tOWING AND DICTI. CO. 

lloyal Sll&ia 'IN 
(Netherland•) 
v I AGKB1l Tradins. Collpany 
of State Faraa; Seed 
Grovins and Tradins 
Bnt1rpria1 

CONSOllG DT. Svitaerland 
Conaultiq M 
(SvitHrland) 
v/ Intercooperation Lt~.; 
OXISZ Orsani~tion and:. 
Computer TechDique cO.pany 

Type of hain111 · 

ors&nisation ••rvic•• 

friut juice production 

production of 
polyurethane fo-

srovins ' aal• of 
aoviq a1t1d• 

inatallation of co1111ut1r 
technique ayat,.. 

Type of 
ipytStMBt 

JV 
40S w. Gena. 

JV, '• . 
31'.lS Greece· 

JV 
491 w. Gena •. 

. Mt!riala 

JV 
491 Neth. 

JV 
491 Svi•• 

Marktt C9P1!Bt 

founded l983 

founded 1983 

founded 1984 

founded 1984 

founded 1984 



Hungary--continued 

Com?anies .involved 
Investing 
countrv 

CAR-CLBANING·CO. Austria 
Osterreichische Eisenbahn 
Verkehrsanstalt(OEVA) 

· (Austria). 
v/ Hasped Hungarian General 
Forwarding Company: 
Komarom Crude "Oil ·:company 

HUNGARORORK BUDAPEST· Portugal 
•Amorim &"Inilaos (Portugal) 
v/ Centrar Hungarian Wine 

. ·.Cellars: Lignimpex 
Hungarian Trading· Company 
for Paper: Timber and Fuel 

VAEV-BRAMAC KFT Austria 
BRAMAC Dachsteinwerke 
('Ailstria) 
v/ State Building Company 

:.of ·veszprem County; State 
Development Institute; 
Brick and Roof Tile 
Industrial .Trust: Nik.ex 
Hungarian Trading Company 
·fo~'the Heavy_~nd~stry 

CLUB TIHANY CO.· LTD. De-rk 
Fritidshusfirmaet Kalmar- Austria 
Export 113 (Denmark) : Bau 

· AG-Negrelli (Austria): 
Stuag AG (Austria): 
Hamberger Bauges (Austria); 
v/ HungarHotels: Planning 
Company for Public · 
(KOZTI); Building Company 
for Public Utilities and 
Civil Engineering.of· 
Central Hungary: Komples 
Hungarian Trading Company 
for Factory 'Equipment 

Type of Business 

cleaning of railway tank. 
wagons. trucks 

·,, 
. ,. 

production of cork 
stoppers and other cork 
products 

·, :. 

production of concrete 
roof tiles 

building & operation 
of recreation complexes 

Type of 
investment 

JV 
43 • 1% Austria 

JV 
25% Portugal 

JV 
49% Austria 

~. , 

JV 
6.71 Denmark 

"15.1% Austria 

Market Comment 

founded 1984 

founded 1984 

founded 1984 

founded 1984 



Hunaary--continued 

Companie• inyolved 
Investing 
countrv 

APV-UNGAIO CO. LTD. UK 
APV Internatinal Ltd.; 
APV Parcel Ltd. (UK) ; 
v/ Tatebanya Collieey; 
GBPSZEV. Enaineering
Servicing; 
El.ectrochellical :Deai1ning 
g, Construction Co.; 
Felaopakony Komplex 
Foni1n Trading Comp-y 

P!TA LTD. 
Cerpet Bxport-Impori 
Trana it 
Industrievertretungen 
(Aliatria) 
v/ PBVDI (Peat county 
Chemical and Fashion 
Article a Co. }; Ferunion; 
F~reign Tradbg Company 

IN'l'ERJIAU LTD. 
Sulla; Bernhardt 
(W. Germany) 
vi State Building Company 
of Gyor County; General · 
Planning Company (ABV) 

SANCELLA-HUNGAllY HYGIENIC 
MANUFACTUllING · CO. 
Molnlyche Consumer 
Products AB (Sweden) 
v/ Hungarotex Foreign 
Trading Company for 
Textiles; Interinveat 
Foreian Trade 
Development Co. 

AliL GYORL AFBSZ-M LEID 
LTD. 
M. Leier OHG (Austria) 

Austria 

w. Ge.rmany 

Sweden 

Aliatria 

Tvpe of Bpaipe11 
·Type of 
inyeument 

11ADUfactun of up-to-date .JV 
food-processing equipment 491 UK 

-nufacture of roof 
vindova 

I 

i 

pi-ning and construction 
of dV.lling houses, g, 
industrial objects, 
technical services 

produc~ion of sanitary 
textile a 

manufacture of manual 
walling· bloclta 

.JV 
241 Auatria 

.JV 
491 w. Gena. 

.JV 
491 sveden 

.JV 
491 Austria 

MyMt Copmtent 

foanded 1985 

foanded. 1985 

found.ed 1985 

founded 1985 

· founded 1985 



Hungary--continued 

Companies inyolved 

IN'l'ERBAU LTD. 
Suba; Bernhardt 
(W. Germany) 
w/ State Building Company 
of Gyor County; General 
Planning Company· (AEV) 

SANCELLA-HUNGARY HYGIENIC 
MANUFACTURING CO. 
Molnlyche Consumer 
Products AB (Sweden) 
w/ Hungarotex Foreign 
Trading Company for 
Textiles; Interinvest 
Foreign Trade 
Development Co. 

A&d. GYORL AFESZ-K LEIER 
LTD •. 
K. Leier OHO (Austria) 

Investing 
country 

w. Germany 

SVeden 

Au8tria 

BOS-GENETIC LTD. w. Germany 
Osnabruck.er Herbuch 
(W.·Germany) 
v/. Boscoop Agrarian 
Development Joint 
Company 

:HBH-SKALA BAVARIAN- W. Germany 
HUNGARIAN BREWERY LTD. 

Hopfen-und 
Malzgetrankevertrieb 
(W. Germany) · 
w/ Skala-Coop 

Il'.IPERIAL FUR CONFECTIONING Austria 
LIMITED LIABILITY 
Michael Liska GmbH 
(Austria) 
w/ Boscoop; Agroindustiral 
Associated Co. and AGRIT;. 
Agro-Innovation Bank Ltd. 

Type of Business 

planning and construction 
of dwelling houses. & 
industrial objects. 
technical services 

production of sanitary 
textiles 

inanufacture of manUial 
walling blocks ! 

quick genetic development 
of the Hungarian cattle 
stock 

development & sales of 
technology for small 
breweries 

processing of furs; 
production of m.e.n' 11 and 
ladies' ready-m&de 
ga~ents ·of ali tyPes of 
furs 

Type of 
investment 

JV 
49% W. Germ. 

JV 
49% Sweden 

JV 
49% Austria 

JV 
49% W. Germ. 

JV 
30% W. Germ. 

JV 
39% Austria 

Market Comment 

founded 1985 

founded 1985 

founded 1985 

founded 1985 

founded 1985 

founded 1986 



Hungary--continued 

Companies involved 
Investing 
countrv 

INTERAT INTERNATIOOAL FAIR W. Germany 
INSTALLATIOO LTD. 
Uniplan GmbH 
(W. Germany) 
v/ Interpress Publishing 

· and Printing Co • 

·HUNGAROSWISS ~SULTING Switzerland 
AND SURVEILLANCE CO. LTD. 

Hungaroswiss AG 
(Switzerland) 
v/ Budapest Bank. Ltd.; 
Chemokomplex; Hungararian 
Trading Company of 
Machines and Equipment 
for the Chemical Industry; 
Komplex; Export Import 
Company for Factory 
Equipment; Transelektro; 
Hungarian Trading Company 
for Electric Equipment 
and Supplies 

PLANTROOIK ELECTROOIC Austria 
MANUFACTURING AND 
DEVELOPMENT LTD. 
Altro GmbH (Austria) 
v/ Generalplan; Industrial 
and Trading Cooperative 

DENTALCOOP LTD. Switzerland 
.Litep AG (Switzerland) 
v/ Generalimpex Foreign 
Trading Company; 
Interinvest; Credit 
Corporation for the 
Development 0°f Foreign 
Trade 

FINNPACK-HUNGARIA CO. LTD. Finland 
Halonen (Finland) 
v/ Milk Industrial Trust 

Tvpe of B11siness 

organization & 
installation of fairs 
abroad 

consulting; capital _,. 
arrangement, technical 
control 

electronic & 
instruments technique 
development, hardware 
development, application 
technique. Design & sale 
of electronic equipment 

manufacture & export of 
dental mechanic equipment 
and supplies 

manufacture o.f packing 
ma~hines 

Type of 
investment 

.JV 
49% W. Germ. 

.JV 
48% Sviss 

.JV 
49% Austria 

.JV 
49% Switzerland 

.JV 
49% Finland 

Market Coll!lllent 

founded 1985 

founded 1985 

founded 1986 

founded 1985 

founded 1986 
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Compan!es involved 
Inve11ting 
countrv 

ADIDAS BUDAPEST LTD. W. Germany 
Mida11 (W. Germany) 
v/ Tricotex Hungarian; 
Sub11idiary for Textile 
Foreign Trading; 
Hungarcoop; Hungarian 
Cooperative Trading 
Company; Artex; Foreign 
Trading Company; 
Hungarian Froeign Trade 
Bank Ltd. 

KOMEX METALL LTD. W. Germany 
Koch-Impex GmbH 
(W. Germany) 
v/ Konsumex; Foreign 
Trading Co. 

FERBAU BUILDING COMPONENTS Denmark 
CO. LTD. 
V. Kann Rasmussen 
Indu11tri (Denmark) 
v/ Building Cooperative; 
Fertod 

MECON CO. LTD. Finland 
Mec-Ra11tor (Finland) 
v/ Building Haugement and 
Organization Institute 

SBLBCTRONIC CO. LTD. W. Germany 
Standard Electronic 
Lorenz (W. Germany) 
v/ Skala-Coop 

LINEA LTD. Austria 
Viennatex GmbH (Austria) 
v/ Skala Bud&pe11t; F!DOSZ 
Underwear Indu11trial 
Cooperative 

Type of Busines11 

production of branded 
Midall articles in 
Hungary 

manufacture of electronic 
copper fixtures & other 
precision parts 

manufacture of roof 
windows 

organization, consulting 

manufacture of television 
sets & videos 

Production & 
di11tribution of 
clothing branded Pop'84 

Type of 
investment 

JV 
51% W. Germ. 

JV 
49% W. Germ. 

JV 
50/50 

JV 
4ol Finland 

JV 
351 W. Germ. 

JV 

Market Comment 

founded 1985 

founded 1986 

founded 1986 

founded 1986 

founded 1986 

founded 1986 



Hungary--continued 

Companies involved 

KOBCHERT MAGYAllORSZAGI 
SZDVBZBSI KP'1' 

Koechert GlllbH (Auatria) 
v/ Softcoop 

INDIAN-HUNGAl.IAN TRADE 
PllOl«>TIClf CO. LTD. 
Cbinar Export Trading 
Houae (India) 
v/ Couultiq Company for 
Entrepreneurs of the 
HungariAn Chamber 

UVITAL BUILDING 
OllGANIZATIClf AND 
CON'l'llACTING CO. LTD. 
Warimpex Finaia&; IR 

.Schertler.GlllbH (Au11tria) 
v/ State Development 
Institution; Alba Regia 
ABV (Alba Regia State 
Biailding Induatry. · 
Comp.any); Fovarosi VI. 
k.eruleti Ingatlank.ezelo 
Valialat (Comunal 
Management Enterprise of 
6th District; Budape11tl 

MIKROMBD 
All-Federal Medico
technical Centre and 
Development Institute 
(VIIMP) (USSR) 
v/ Medicor_Work.11 

Daniko (Netherlands) 
v/ Agriculture co-operative 
in Retsas; The Hungarian 
Agrarian Innovation Bank; 
and Pannonia Cespel 
Foreign Trading Company 

Inve11ting 
countrv 

Austria 

India 

Auatria 

USSR 

Netherlands 

Type of Business 

development of sof tvare 

promotion of the 
countries' trade 
relationships. 
organization of 
cooperations 

two 
I 

renovation of dvelling
house11. -intenance of 
,buildings. letting out 
of premises 

development & 
manufacture of 
iliicroproces11or-controlled 
electronic 
medicotechnical devices 

production of frozen 
French fried.potatoes 

Type Of 
inve11tment 

JV 
49% Austria 

JV 
491 India 

JV 
451 Austria 

Mark.et Comment 

founded 1986 

founded 1986 

founded 1986 

founded 1986 

founded 1987 



Hunsary--continued 

Companies involyed 

INTERNATIONAL TRADE 
PllCMOTION LIMITED 
LIABILITY CO. 

HIB Hungarian 
International Bank. (UK) : 
Roma Trading Co. (Panama) 
w/ Skala-Coop National 
Cooperative Trading.House 

FALCONTllAVBL PANNONIA 
'l"OURISM LTD • 

Falcon travel 
Organiz~azione 

Turistica Intemazionale 
(Italy) ; 
w/ Pannonia Hotel and 
Catering Co. 

ANGORA ~BIT BREEDING 
LIMITED LIABILITY CO. OF 
KAPOSVAR .. 

Scheur!lr. und Co. 
(Switzerland) 
w/ HUngangora Angora-Wool 
Production and ·Marketing 
Association and 
Agri~ultu_ral ~cade!Df 

Wagner-Bauelemente 
(W .. Germany) 
w/ Polyader 

FERMI. . INDUSTRIES LTD. 
LIABILITY CO. 

BALI Electronics Ltd.· 
(Canada) 
w/ Ferunicorp; Small
Cooperative and Qualitas; 
Industrial and Servicing 
Small-Cooperative 

Investing 
countrv 

UK 
Panama 

Italy_ 

Switzerland 

w. Germany 

Canada 

Type of Business 

co111111Brcial services, 
counselling, tourism, 
software, hardware. 

touri.sm 

breeding of angora 
rabbits; research and 
development 

manufacture materials 
for use in monument & 
buildi~g 'aaintenance & 
conservation projects in 
third countries 

manufacture and sales of 
products made of metal, 
wood and plastic 

Type of 
investment 

JV 
66.6% UK 
Panama 

JV 
59% Italy 

JV 
33% Swiss 

JV 

JV 
4o% Canada 

Market Comment 

founded 1983 

founded 1985 

founded 1986 

founded 1987 

founded 1986 



(") 
j.. -

Coapapiea ipyolytd 

Fl.DYS 
Tranaan Import and 
bport (Auat.ria) and 

·a VS Partner 
v/ Cmlput.ar-Technical and 
Allt.oaat.ion Research Cent.er 
of t.he lhm&man Academy 
of Sciences; St.at.e 
Develop111ent. Inat.it.ut.ion 

s<»W:lc PACKAGING MACHINES 
TECHNOLOGY LIMITED 
LIABILITY oO. 
M.A.I.B.a. (It.aly) 
v/ Sopiana Bngineerina 
Work.II of Pees; KalPLBX 
Hungarian Trading Co. for 
Fact.ory Bquipaent.; and 
Nat.ional Bank. of Hungary 

JAPANBSE-HUNGAR.IAN 
FBltMl!NTATION INDUSTIUBS 
LTD.· 
Kyova Hakko Kogyo; Toyo 
Menk& Kabba (Japan) ; 
Int.ernat.ional Finance 
Corporat.ion (World Bank.) 
v/ Hajdusagi Agraripari 
Egyesules; Hungarian 
Credit.bank; and Hungarian 
·Wheat. Trust 

HENKEL BUDAPEST LTD. 
Henkel Aust.ria GmbH 
v/ Trading Company of Food 
and Chemicals; Konsumex 
Hungarian Foreign Trade 
Co. and Veget.able Oil and 
Detergent Manufacturing 
Co. 

Invenin1 
COp!lt'Y 

Auat.ria 
vs 

It.aly 

Japan 

Austria 

'l"t!!e of Butintg 

develop • inat.all 
variou comput.erised. 
aut.oaat.ad production 
syst.mu 

-nufact.ure of packa1in1 
.machines and pack.a1in1 
equipment. 

produce 5.ooo t.ons per 
annwa of lysine. a · 
prot.ein animal fooder 
addit.ive. 

production & market.ing 
of cosmet.ics & 
household chemicals 

Type of 
ipyHtment. 

JV 
341 Auat.ria VS 

JV 
351 It.aly 

JV 
2ol Japan 
151 IFC 

JV 
511 Aust.rla 

Comment. 

fowided 1917 

fowided 1917 

founded 1987; project cost. $45m. 

founded 1987 



Hungary--continued 

Companieg involved 

KRANTECHNIK LTD. 
Leineveber K.G. of Wiener 
Neuatadt (Au~tria) 

v/ Building Machinea 
Manufacturing Co. and 
NIKEX Hungarian Trading 
Co. for Heavy Industrial 
Producta 

BIOCOR 
Wiener Warenhandlea
geaellachaf t (Auatria) 
v/.Medicor Work.s 

Kriight.Wendling 
(Switzerland) 
v/ Struk.tur~ Szervezesi 
Vallalat and Interag 

Pantrem (Italy) 
v/ Skala Coop. and ~edoaz 

Avimpex-Bberhardt ;. 
Juliua Eberhardt (Auatria) 
v/ Pannonia hotel and a . 
catering·enterpriae 

Quelle A·.G. (W •. 0ermany) 
v/ ~ru depart-nt store 

Bucara-Cirobe (Auatria) 
v/ Mobeltrade 

Inveating 
countrx 

Austria 

Austria 

Switzerland 

Italy 

Austria 

w. Genaany 

Austria 

Tvpe of Buginess 

deaigning, producing & 
marketing apecial purpose 
cranes, lifting, hoisting 
& tranaport equipment as 
well as material-moving 
installations for high
level storage systems 

marketing of medical 
instruments & hospital 
equipment, manufactured in 
co-operation, on third 
marketa. 

to .provide plant, 
management & 
organization consulting, 
software development & 
technical assistance on 
computer utilization 
within the framework. of 
larger projects 

Type of 
invegtment 

JV 
49% Auatria 

JV 

JV 

producing & marketing JV 
wearing apparel 

.... .,.· 

to construct a tree-star, 
500-room hotel in central 
Budapest 

joint .marketing of :. 
imported consumer gooda 

'r, 

JV 

JV 

to l!l&Z'k.et· Hungarian-made· JV 
furniture in Austria 

Market Comment 

founded 1987 

founded 1987; operatea in Graz (Austria) 

founded 1987 

founded 1987 

founded 1987 

founded 1987 

Austria folinded 1987 



Hungary--Continued 

Companies involved 

Dete Spritz-und
Lacliermyat._ 
(W. Germany) 
v/ Sule. Coop 

MINIBllBWBRIES 
ltaltenburc Brauerei 
(W. Germany) 
v/ Skala Coop and HBH
Skala Bre-ry 

BLAGUSS-VOLANBUSZ 
IN'l'BRNATIONAL TRAVEL 
MENcY LTD. 

Blagusa Reisen (Austria) 
v/ Volanbusz; Road 
Transport Company 

PRO FASHION 
Datamonster Development 
(Sweden) 
v/ Hungarotex 

Waimpex Export- Import
und Transit Handelsgea 
(Austria) 
w/ The National Oil and 
Gas Industry Trust and 
Komarom Mineral Oil 
Industrial Enterprise 

F<YrAV REt«>"l'B HEATING 
CONDUCTS LIMITED 
LIABILITY CO. 
Iaolrohr (W. Germany) 
v/ Metropolitan Remote 
Heating Worka 

Investing 
country 

W. Germany 

W. Germany 

Austria 

Sweden 

Austria 

w. Germany 

Tvpe of Bu.sineas 

produce & market paint 
sprayers and paint-
sprayinc lines I 

to open minihreveriea :, 6i 

beer hall• 

operate a travel acency 
in central Budapest 

provide design system.s 
and sewing patterns for 
use by the textile 
industry 

to produc_e citric acid 

Type of 
inveatment 

.rv 
sol w. Germ. 

JV 
:sol w. Germ. 

.rv 
6ol Austria 

.rv 
34S Sweden 

.rv 

to -nufacture heat & .rv 
water inaulating elements 49% W. Germ. 
& mysteu 

Markt Copent 

founded 1987 

founded 1917 

founded 1987 

founded 1987 

founded 1987 

founded 1987 
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:t Hun1ary--continued 

Co!llpanies involved 

Ford (US) 

VA.JAFRUCT LIMITED 
LIABILITY CO. 
Agroproduct Ltd. (UK) 
v/ Blektromodul; the II. 
Rak.oczi Ferenc 
Agricultural Cooperative 
and Blectrotechnical 
Components 

Holsten-Brauerei 
(W. Germany) 
v/ Nagykanizsa brewery 
through Intercooperation 

Metal Box (UK) 
v/ Caola Works; &. Chemo
Caola' 

Investing 
coµntrv 

us 

UlC 

W. Germany 

SHOWROOM ·'. '· Sweden 
IKEA (Sweden) 
w/ Butorkerske~elmi 
Vallalat · 

BIOTECHNOLOGY' . 
INTERNATIONAL 
CLS/Cambridge Life 
Science (UIC) 
w/ Vepex 

UIC 

VOPA MACHINE MANUFACTURES w. Germany 
LTD. 
Vorwald (W. Germany) 
w/ Technoimpex and a 
Hungarian paper industrial 
enterprise 

Type of 
Type of Business investment 

manufacture electrical 10<>% US 
components for automobiles 

prod~ction of apple &. 
fruit-juice concentrates 
in customs-free (off
shore) zones 

to produce beer &. 
fruit-juice concentrate 

to manufacture special 
valves used in aerosol 
containers 

to open an 11,000 sq m 
shovroom·and.retail · 
outlet in Budapest 

develop pharmaceuticals 
&. veteririarY medicines 

to produce and market 
components for use in 
cellulose- and paper
making machines 

JV 
so% tJIC 

JV 

JV 
so% UK 

JV 

JV 
so% UK 

JV 

Market 

other 

Co!!l!llent 

production will be exported; Ford will ship 
automobiles to Hungary; imports &. exports must 
balance by 1996 

founded 1987 

founded 1987 

founded 1987 

founde!l 1987 

founded 1987 

founded 1987 



llwlaary--contimaed 

CogDanit! igyolved 

UtaLAB 
GtNtTec · (W. Gtniany) 
v/ private entrepnn.Ur 

Niuo lo1111d: Toyo Menk.a 
• ltd.aha (.Japan): 
International Finance 
Corporation (World Bank) 
v/ Uvesipari Mlavek 
indwitrial 1l.U11 work.a and 
Skala Coop 

HAU-BPSZD·LIMITBD 
LIABILITY CO. 
Zubehor fur 
Schornateinaan~erung 
HAU GmbH (W. Germany) 
v/ Ganz-Epazer Building: 
A1111embling and Servicing 
Affiliated Company 
(affiliate of Ganz-Mavag) 

GeCOll (W. Germany) 
v/ Metrimpex and Enta 
indwitrial co-operative• 

Gutbrod-Gerate-
Vertriebsge• (W. Germany) 
v/ Veszprem Agricultural 
Machines Enterpriae 

ENI (Italy) 
v/ Medimpex 

INTERS PAN 
Kronospan (Switzerland) 
v/ Skala-Coop.and Erdert 

(') 

.J:. 
VI 

IDVHtiq 
counsry 

w. Germany 

.Japan 

w. Germany 

w. Geniany 

W. Germany 

Italy 

Switzerland 

Tne of lwlift!H 
'l'YP• of 
inyeatment 

manufacture atld.conductor .JV 
te11tin1 • ae&1111rina 
equipment 

manufacturin& • 
marbtin& of 1lall• .wool 
inaulation 

-nufacture of 
non-corroaive pipe• 
and inlay•, 11t1el • 
aluminiun: -rbtin~ 

to produce • aarbt 
apecial -chine 
acce1111orie11 on the baaia 
Hungarian patent• 

.JV 
161 .Japan 

.JV 
slS, w. Germ.· 

.JV 

production of -11 lawn .JV 
tractor• for doaeatic wie 

joint production and, 
marketing of Aprotinin 
and Heparin medicine• 

to··produce & market 
wood chipboard 

.JV 

.JV 
ss% Sviss 

Coppens 

world 

.founded 1987; project coat: $20.4111 

founded 1987 

founded 1987 

founded 1987 

founded 1987 

founded 1987 
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~ Hungary--continued 

Companies involved 

Bechtel (US) 
v/ Energiagazdalk.od.aai 
Intezet and Eromua 
Halozattermelo Vallalat 

Occidental Petroleum.(US) 
v/ R and D Center of the 
Hungarian Hydrocarbon 
Induatry 

Inveating 
country 

us 

us 

Poly 2000 ' W. Germany 
Innova Technologie and 
Polyester Polyurethan 
Technik (W. Germany) 
v/ Zala Megyei Zoldseg 
Vallalat and Hungarian · 

TWINEX, LIMITED LIABILITY Austria 
co. 

Weltexport (Austria) 
v/ Mutex; Plastic and 
Textile Processing 
Homecraft Cooperative 
and·Novotrade Ltd.· 

CHIRONPLAST Auatria 
Chiron-Werke (Auatria) 
v/ Vaa County· Trading 
enterpriae; Gyor ·Pannon_.. 
Globua 

Sotheby'a (UK) 
v/ Novotrade 

Type of 8usiness 

to act as a 1eneral 
contractor for building 
& reconditioning plants 
& inatallationa"in the 
energy aector 

Type of 
investment 

to market US & .JV 
Hungarian intellectual 
property in third markets. 

production of kitchen & 
batliroom sinka & . 
fixturea 

manufacture of plastic 
goods in custom-free 
(off-shore) zo~ea 

to recycle & process 
plaatic vaatea. 

house i~. ~Pe!lt. The 
JV will handle Hungarian 
artifacta,& other 
producta which can be 
auctioned through 
Sotheby'a network 

.·.·.-.. 

JV 
44% W. Germ. 

.JV 
49~ Austria 

JV 
soX Auatria 

Market 

Other 

Other 

Comment 

founded 1987 

founded 1987 

founded 1987 

founded 1987 

founded 1987; Chiron-Werke will supply the 
proceasing equipment & production knowhow. .JV 
will export plastic granulate to hard-currency 
markets 



Hungary--continued 

Companies involved 

MD J!NTDPllISE AND 
COMMBRCIAL LIMITED 
LIABILITY CO. 
DEUMA GmbH Wiesbaden 
(W. Germany) 
w/ Technoimpex; Hungarian 
Foreign Trade Company; 
General Banking and Trust 
Co. Ltd. ; General Bank 
for Venture Financing 
Ltd.; Bank of Small 
Ventures; Plumbing and 
Technological Pipe 
Installing Company; 
Budapest' 11 11.th and 22nd 
Housing-Estate Management 
Enterprise;· ASZ General 
Servicing and Building; 
and Cooperative of 
Budapest 

Arthur Young (BelgiWD) 
w/ Nik.ex Foreign Trade 
Organization; Koszig 
enterprise 

Adler, a subsidiary of 
Allko (W. Germany) 
w/ Skala Coop; Skala-Tex 

CITYRAMA-MECSEK 
Cityrama (Austria) 
w/ City Pees 

Days Inn (US) 
w/ Eravis 

Investing 
countrv 

w. Germany 

BelgiWD 

W. Germany 

Austria 

us 

Type of Business 

designing & conatruction 
of buildings & civil 
engineering projects; 
designing & turnkey 
construction of housing 
and public buildings; 
production & 
distribution of building 
materials; production 
& assembly of steel 
structures; technological, 
machine assembly & 
other expert jobs; 
export-commissioning &: 
assembly; leasing of 
capital ·equipment; 
novation & utilization. 
of historical buildings 
in Hungary with the · 
involvement of third 
partners; computer 
services (hardware, 
software) 

production of perlit
baaed insulating boards 

to open department store 
in Budapest to retail 
clothing, hobby & 
furniture products 

to develop tourism in the 
southern part of Hungary 

to set up a chain of 
motels 

Type of 
investment 

.JV 
491 w. Germ. 

.JV 
Sal Austria 

negotiating 
.JV 

Market 

Hungary 

founded 1987 

founded 1987 

founded 1987; planned for the .JV to supply $3m 
worth of goods against $4m worth of countertrade 
in 1988 

founded 1987 



Hunaary--continued 

Co!!!papies inyolved 

Ostermann (Auatria) 
w/ Hungarocoop; "Sill" 
and "Fer" clothing 
factories 

INNOWBLD 
Interveld (Austria) 
w/ -Agrobank. 

IN'l'ERNATIONAL' INVESTMENT 
AGENCY LTD. 
Girozentrale Bank.; 
Continental Industries 
Co. AG (Austria) 
w/ Foreign Trade Banlt 

CRYSTAL 
Blackburn International 
(US) 
w/. Fotex; Ajka Glass· 
Factory 

Maxwell. Communications 

Unimex (Turkey) 
w/ Chemolimpex 

Ben Yakar Gat Enginee~ing 
and Construction; Solel 
Boneh International," 
Africa Israel Investments; 
Diyour Laoleh; ICL Israel 
Chemicals (Israel) 
w/ Co-nexus Economic and 
Financial Consulting; 
Pannonia Catering Trade 
enterprises 

Investing 
CQl1!1trv 

Auatria 

Awltria 

Auatria 

us 

UK 

Turkey 

Israel 

Tvpe of Business 

faahion outlet 

Type of 
inyeatment 

JV 

specialize in JV 
welding technologies. 
including R&D of· durable 
heat & corrosion-
resistant welding materials 
& related equipaiiint. 

merchant banking, 
portfolio management. 
arranging investment 
credits & broker~ge 
services for equities 

manufacture glassware 

newspaper 

to market" .chemical 
product_s 

coniit~ction of roads, 
railway, & sewage 
networks 

JV 
66.6% Austria 

JV 
50/50 

JV 
4o% UK 

JV 

negotiating 
coop 

Mark.et 

Hungary 
other 

Hungary 

Turkey 
other 

Hungary 

Comment 

founded 1987; for every Sch. 7,000 of goods sold 
by the firm at the new outlet, Ostermann vill 
take delivery of Sch. 10,000 worth of CT products 

founded 1987; Interveld will supply the initial 
production licence, Hungarian partner vill provide 
production facilities in Godollo. Foundation 
capital - US $600,000. ExpeLted sales to the 
Hungarian chemicals sector as well as hard
currency areas 

.founded 1987 

1990 

acquired stake in the Hungarian newspaper Magyar 
Hirlap 

1990 



llWl&ary-continud 

Inwatin1 Type of 
Co!pp&Di11 inyolved count a Tvpe of llwliMH invH\!!lent Karltet Copptnt 

ABl/AS'BA. Brown loveri Svitaerland to produce • •ervic• JV 1990 
(Svi taerlantl) electric power control 521 SviH 
v/ llwlapeat•a Inatrwaent & tranaiai•aion ayateaa 
Bngineerin& Cooperative; 
Electricity Board; 
private inveatora 

PRODACH 'Sveclen to add additional floora JV Hun1ary 1990 
Laaalo Bali. • private to existing building•. 
inveator (Sveden) inaulate roob. 
v/ loraocl County State manufacture precaat 
ll&ildin& enterpriae; conatrUction el..,nta 
Machine and Elevator 
llepair enterprise; 
aeveral cooperatives 

HUHGIPSOS France marketing & research JV 1990 
Ipaoa (France) SO/SO. 
v/ Hungexpo 

ALFA-LAVAL AGRAllIAN Sweden to produce a1ricultural JV 
Alfa-Laval Agri Interna~ machinery Wltd in the 7Sl Sveden 
donal (Sveden) breeding of cattle. pig•.• 
v/ Taurina Agricultural & aheep 
Development enterprise 

AB-GmmRALI BUDAPEST Italy provide legal aid JV 1989 
Aaaicuraaioni (Italy) inaurance cover•&• 
v/ Allami Biztoaito 

LO'n'O UNION Auatria to promote & lllln&gt JV Hungary 1990 
Austrian Lottery (Austria) lotteriea 
v/ Hungarian Saving• Bank./ 
OTP 

Gerstenberger (AWltria) Auatria to manage a pharmacy negotiating Hunaary 
v/ Azur enterprise network throughout JV 50/50 

Hungary 

Gevista (Austria) Austria advertising negotiating. 
v/ Mahir JV 

("} 

J:. 
'° 



Hungary--continued 

Cppipanies igyplved 

GYOll TEXTILES 
Getzner (Austria) 
v/ ltabatez Textile 
Industry; Dunabank 

Investing 
countrv 

Austria 

MU«>LTA HUNGAllY OFFICE Japan 
SYSTmfS 
Minolta Austria (Austria), 
subsidiaiy ·of Minolta 
(Japan) 
v/ a private investor 

OBB/Osterreichiache · · Austria 
Buiidesbahnen (Austria) 
v/ HAV Railway 

VERTIKAI: Misc:HiK· Austria 
CONSTRUCTioN 
Mischek Fertigbau 
:(Austria) 
v/ Vertikal Construction 
Cooperativ_e 

OMV (A\lstria) ·Austria 
v/ AFOR 

SHOPPING CJ!NfBll°SOPRON Austria 
Oilterreichische 
Landerbank (Austria) 
v/ D_osz~ Cooperative Farm 

DANUBE AIR Austria 
'Viennir Polsterer Jets 

(Austria) 
v/ ib~z~i ~viation Service 

VIDEOT<»l-SJ!L 
TJ!LJ!CCIOOJNICATIONS .. 

BEL/Standard Electric 
I.Orem (W. Germany), 
subsidiary of Alcatel 
(France) 

France 

Type of Business 

manufacture cotton 
products (clothing, bed 
linen 

to market & service 
business & office 
equipment 

to· ~et up a 'high.-speed 
railway · · 

construction 

'to build fl manage filling 
& service stations 

to build a shopping 
center 

to il!l.tahlish an ~irH.ne 

digital tel~p~one 
~zchangita ' . . . ' 

Type of 
investment 

JV 

JV 
99% Japan 

negotiating 

JV 
51% Austria 

coop 

JV 
89% Austria 

JV 
27% Austria 

JV 

Market 

W. Europe 
Japan 

Hungary 

Hungary 

Hungary 

Hung!lry 

CoDl!Dent 

1990 

1990 

1990 

1990 

1990 

1990 

1990 



Hungary--continued 

Companies involved 

LBONELL TBXTIL WIEN 
Schroll Heimtextilien; 
Interag Software Services 
(Austria) 
w/ Rabatex of Gyor 

Phonix-Tabor Reisen 
(Austria) 
w/ Mo&aik AFBSZ 

Springer-Verlag 
(W. Germany); Ferenczy
Verlag (Switzerland) 
w/ Hungarian Credit Bank.; 
Pri~ate Hungarian investor 

AXEL-SPRINGER BUDAPEST 
Springer-Verlag 
(W. Germany); Ferenczy
Verlag (Switzerland) 
w/ Reform newspaper; 
Hungarian Credit Bank. 

Kraftfutter-Meyer 
(W. Germany) 
w/ Hungarian Second Hand 
Shops; ·2 private Hungarian 
investors 

MOWETA 
Werla (W. Germany); 
Montez (Austria) 
w/ Building enterprise 
of the Gyor City Council 

Investing 
countrv 

Austria 

Austria 

W. Germany 
Switzerland 

·w. Germany 

W. Germany 

w. Germany 
Austria 

Hack.emaclc. Lufttechnische W. Germany 
Einrichtungen (w. Germany) 
w/ Alfa cooperatives 
Kisbeer 

Trebag Treuhand und 
Beratung (W. Germany) 

W. Germany 

Type of Buainess 

to mark.et textiles 

travel agency 

private television 
station 

publishing 

Type of 
investment 

.JV 
ss% Austria 

.JV 
SO/SO 

.JV 
40I w. Gera. 
1o% Swiss 

.JV 

Mark.et 

Austria 
Switzerland 

to sell animal food & 
veterinary products 

JV Hungary 

to package fittings 

24.5% W. Germ. 

.JV 
2sX w. Germ. 
25% Austria 

manufacture air-technical .JV 
systems (exhaust pumps, 
pipes & fittings 

marketing & consulting .JV 
75% W. Germ. 

Western 
Countries 

Comment 

1990 

1990 

1990 

1990 

1990 

1989 

1990 

1990 



(") 
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VI 
"" Hun1ary--continued 

Companies inyolyed 

ANGOL CERNA 
Tootal Group (UX) 
v/ Bork.er 

AI.XO SKALA FARM 
MACHINE MANUFACTURING 
6i TRADING 
Alko-Kober (Austria); 
Alk.o-Kober (W. Germ.) 

ANITA-HUNGAJlIA 
Anita Spezialmieder
fabrik Dr. Helbig 
(Austria) 
v/Hungarian foundation 
Againt Cancer, for Man, 
for Tomorrow 

ARAL HUNGARIA 
Aral (Austria) 
v/ FGV/Fovarolli 
Garazsipari Vallalat· 

Investing 
couutrv 

UK 

Austria 
W. Germany 

Austria 

Austria 

AUSTRIA TELECOMMUNICATIONS Austria 
Schrack and Kapsch 
(Austria) : 
v/ Budapest Telecomm. 

·BHG 

AUTRACO-GtoBtiS ··Austria 
Autraco Holding (Austria) 
w/ ·Pannon-Globus 
Trade Services . 

AUSTROPA VElUCEHRSBURO Austria 
INTERNATIONAL 
Osterreichische 
Verkebrsburo (Austria) 
w/ Ibusz 

Type of l!u!iness 

mark.et textiles 

sales of gardening 
equipment 

manufacture and·retail 
medical prosthetic 
appliances 

manage seven petrol. 
station 

handle export and import 
telephone equipment·. 
including digital 

pro~ide services in 
property valuation 
bookkeeping, accounting, 
6i preparing tax returns 

travel agency 

Type of 
invaatment 

JV 
SO/SO 

JV 

JV 
3<>% Austria 

JV 
S0/50 

JV 

JV 
20% Austria 

JV 
SO/SO 

Mark.et Comment 

Budapest start up capital of Fl2 mn 

Hungary founded 1989; 
expects a turnover of Sch30 mn 

start up capital FlO mn 
part of output will be exported 

Hungary foundation capital of Dm4.5 mn 
plan to build 30-40 new gas stations 

Hungary 

foundation capital of Fl mn 

Hungary 



Bmiaur-coatimul4 

lanadq 
CMptni11 imrplytd counsrx 

IAIOUIA-PRAIMA wr-ca 
llaDqua lnclonea (l'ruc•). 
v/ Aaradollplex 

IAIOUIA-SHAVD llllr 
CA'ITLB BlllBDD«J 
Shaver (Camda) 
v/ labolna. ·l'and.q 
Collplex • Kapoafara 

llHG-TBLBCOM Auatria 
Auatria Talac:-./AT canada 
Northam Telac:oa 
v/ lllG TelacOllll. 

llP OIL HUNGAB.Y Ult 
British Petroleaa (Ull 
v/ Mineralimpex and 
Mineral.k.ontor 

llUCHMANIMOI llelgiws 
Buchmann Optical 
Holdina (llelaiua) 
v/ Hunaarian Optical 
Work.a a. tDC Macbanical 
.•Optical 

BUDATBCH AlllCONDITiaaNG Gennany 
Jtarl Ewald "rheiaa 
(Germany) 
v/ private entrepreneurs 

COATS HUt«JAJlY UK 
Co~ts Viyella (Ult) 
v/ Mastarfil 

CAl.IDA UNGARN SVitaerl:and 
Calida (SVitaerlancl) 
v/ Mok.Gt 

n • VI 
~ 

Typt Of llyiMfl 

procluca and 8&rbt 
vetariury vaccima 
dna•. ri.tMina. • 
bioloaical proclucta 

bread cattle 

procluce a. Mrbt 
di&ital telephone 

plua to flllly acquire 
the 11 aaa stations, 
opar~ting under BP 

11&1Nfacture • distribute 
eyealua lenses 

distribute. fit a. instali· 
air-conclitionina 
equipment 

! 

produce • marbt yarn 

. ,prodilca un4er1anienta .. · 

. ~ . . : 

'l'YP• of · 
ipntSMpS 

JV 
Joi fruc• 

JV 
:sol Caned& 

JV 

JV 
751 Ult 

JV 
50/50 

JV 
351 Gemany 

.JV 
6ol UK 

JV 
6ol SViu. 

Mu\lt 

11\mauy 

CpMDS 

foundation capital of Fl&O -

foundation capital of C$1 1m 

foundation.capital of.1'3 bn 

foundation· capital. of 1'100- am;. 
aara-nt conclwled vi.th AF01l in 197·2 

foundation capital of 1'226 1111\ 

aspects turnover of F400 an 

foundation capital of F3 mn; 
turnover espected to reach 1'70~aoan 

representina an investment of 
$6.1.m 

nplacu jObbina contracts between 
tvo. partners over paat five years 



Hunaary--continued 

Compapies involved 

BU'l'OIKBR-IKBA 
Ikea (Sweden) 

OOHPIN 
C. de Benedetti (Italy) 
v/ Petofi Printing 
Houe 

.; . . ~ ' 

CONSTRUCTION CHEMISTRY 
SKW Troatberg (W. Gen1. ) 
Mineralkontor .. JAu.stria) 

CONSULTATIO AUSTRO
HUNGARIAN BC<ltD(IC _ 
AND TAX CONSULTANCY 
Conauitatio (Au.stria) 

HUNGARIAN ~IO TELEPHONE 
us-west 

Inveating 
couptrv 

Italy 

Au.stria 
w. Germany 

Au.stria 

us 

v(_Hung~rian Postal Officeu 

~·HUNGARIA 
Contell Cellular (US) 

GUN'l111Bll-TATA . 
H&rui-Guntner (W. · Geri,aany) 
v/ Tata.Cooling & 
Brlgineering Cooperative 

....... 
ABB SZERVIZ 

ABB Service (Au.stria) 
v/ ASea Br;o,vn -.liov.eri 

APXMJNIC»f 
AEO W. GeZ111&ny 
v/ _Elect1::1cal, ·, .. 
In.stallati_on: -Bnterpri:.se. 

us 

W. GeZ111&ny 

Au.stria 

w. GeZ111&ny 

Type of Business 

wood, pulp & paper .. 

.specializes in printing 
packaging materia~.s 

pr0duce melment , a 
.synthetic.re.sin used 
to .strengthen concrete 

established to carry out 
as.set valuation projects 
& provide tax consultancy 

develop a cellular' rad_io 
system 

est&blish- a radi~ 
telephone network 

manufacture air 
conditioners, air· ·coolers 
& condettser.s : 

.service engines, 
generators, and pumps 

produce .medium"'."':oltage_ 
swit'cl!iiig. equipment 

Type of 
inyestment 

JV 
soS 

JV 
3s% w. GeZ111&ny 
s% Austria 

JV 

JV 

JV 
SO(SO 

JV 
66%_ Aus_tria 

Market 

JV Hungary 
49.3% w. Genl. 

Coment 

daily turnover of F8 mn 
since March 1990 

total equity valued at F978 mn 
with a'F3oo mn capital increase 
scheduled to take place over next 
few years 

start up capital of F2s.s mn 
plan to produce SOO t of melment 
to be retailed at FSO per kilogram 

Founded 1989, reported annual turnover 
of Sch2.3 mn for 1989 & expects to reach 
SchS mn; ~pened five offices 110 far 

Founded 1989, encountering difficulties 
starting operations 

experiencing problems with- the Ministry 
of Tran.sport & Communications, does not 
meet current legal requirements 

1990 

annual turnover expected FlOO mn 

start up capital of DmlO mn; 
turnover of F600-800 mn in first year. 



Hv.n1uy--contimwd 

lllftatiq Type Of 
Co!HpiH ipyolytd coupsry 1YP1 of ll!yint11 ipyt1SMps MarMt CoptQS 

CTB ltOA.D IUILDDIG Alaatria hilll Ii ll&intain JV fOUDdation capital of r1-
Jlit1189n U. Jlauatof- road•. bri41••· • 4ol Alaatria 
findutrit Jla-1.tr railway• 
(Austria) 
v/ Gyor lotd Dinctoratt 

BDUSCHO JIUDAPBST AustriA packaae and mark.et JV foundation capital of rao -· 
Ecl1111cho (AustriA) coffee 50/50 will packaa• 1.aoo-2.000 t of 
v/ Alfa lloaaik of coffee with 11aehinea provided 
Aftaa Cooperative by Eclucho (W. Ge1111D)') 

BLBCTBIC POWBll SYSTBll Japan llev1lopa. unufacturea JV acquincl in 1990 
AND PHO!OYOLTAJC us • markets inverttra. 
~TlONAL nctifien. • backup 
Pllrukava Electric :pclWI'. ~11,Di ta 
and C. Itoh {Japan); 
International Display 
Material (US) 
v/ Hungarian Electrical 
Induatry lliiaearch 
Institute and 

· Ind1111trial Develop-
ment Bank 

ELIN £LBK'l'lQfIK llUDAPBST AuatriA carry out eqineeriq JV 
Bl.in Bnergieamrenduna projects • marlutt •. 50/50 
v/ Autopalya I1aagatoaaq install • service 

eaer1ency road telephones 
• radio transmission 
ayat... uaed in public 
transport & trains 

BLIN-MBTRO AustriA opened an "Bl.in shop"'. JV Hungary plana to open another 
Bl.in Hauagerate in Sbla Metro dept. sol Austria 70 shops. holding talk.a to 
Geaellschaf t store increase atak.e to 511 
v I Slr.ala Coop 

l!N'1'll.BB us establish a retail JV Hun&ary $1 mn in start up coat; holdiq talka 
Donosphere (US) network for personal 50/50 on acquisition of two enterpriaea, 
v/ S&ld & Szus co111p11ter11 pending State Property Agency approval 

n 
' VI 
VI 



Hwi1ary--conti11Ued 

Compauiep inyolved 

FUlWKAWA BLBCTIUC 
INSTITUTE OF 
TECHNOLOGY 
Furukawa Electric 
and C. Itoh (~apan); 
International Display 
Material (US) 
v/ Hungarian Electrical 
Industry Research 
Institute and Industrial 
Development Bank 

ERICSSa. TECHNIKA 
Ericsson (Sweden) 
v/ Muszertechni.k.il 

Investing 
ceuntrv 

J96n 

SYeden 

ESSILOR-SWAROVSKI Austria 
Svarovsi Fiilanz (Austria) France 
and· Essilor·~nternational 
France .. , 

ESSO OIL FIUING 
STATIONS 
Eliso Austria & 
Mineralkontor: 
v/ Afor, Miliera.:.· '·• 
limpex, & Agen~~ra 

EURO-COOP 
Deutsche Handelskammer 
(Austria) 
v/ several private 
consultants 

EUROMEDIA PRESS 
Heinrich· Bauer Verlag 
v/ Intermedia 

Austria 

Austria 

Germany 

Tvpe .. of Business 

develop & manufacturer 
polymer composite 
insulators 

·; •, ~·. . 

needed for preparatory 
work. for.development 
of Hungarian telephone 

market optical goods, 
including eyeglasses,: 
contact lenses, & 
optician's autorefrac
tometers 

set up a net_vork of 
of .(~lling stations 

pr~l;llOt~ cooperation 
between .. small &. medium 
sized West German and 
Hungarian enterprises 

publish.youth·& 
childr~n~s magazines 

Type of 
investment 

JV 
Bo% 

JV 

JV 

JV 
SO% Austria 

JV 
So% Austria 

JV '· \. ~ 
so% Germany 

Mar)!.et 

Local·· 

Hungary 

Hungary 

Comment 

foundation capital of $1 mn 

Founded in 1990, Ericsson contributes 
F250 mn, remainder raised from Swedish 
bank credits; delivering equipment for 
lines to be installed 1991 

also marketing operations 
in East Germany 

start up capital of F250 mn 
plan to build over 50 
fi~ling stations 

foundatio~·capital of Fl mn ... . . . . 

foundation capital of Fl.4 mn; 
negotiating over the acquisition 
of the Somogy Printing Industrial 
enterprise 



CoaapiH igyo1Dd 

IUIOPUN CCICSULTING 
AGBNCY JOa IABT
WES'l' aJOPllATIClN 
Ito-. (W. GtrMllJ) 
v/ wnsz 

GANZ ANIW.DO 
Annldo (Iu.l.y) 
v/ Gau El.tctric Worb 

GANZ-HUNSLBT 
Hunaltt-Holdiqs 
v/ Jlull1arUD 
StaU lail-ya 

GANZ MBT8I FACTOJlY 
SchlUllberger Iaduatries 
(France) 
v/ Gans Electricity 
*ittr 

GEHEllAL MaJ'OlUI 
HUNGAll.Y CAJl TRADING 
General Motors (US); 
Opel (Geruny) 

GEltLING ICONZEIN 
UNGAIH 
Gerling (Auatria) 

GFV-oTIS 
Frei11sler-<>ti11 
Gtp-es-Felvonoa
zerelo V 

GLOBUS.:. 
World Bank. & 
American Interna
donal Group 
v/ Worker'• Trade 
Union 

ID'ftadq 
copnsrv 

w. GtrMllJ 

Italy 

France 

us 
Germany 

Auatria 

Alaauia 

T!a!t Of lyytll 

carry out aarbt 
naearch • fe-ibility 
atudiea for ..all & 
lledi11111-11ize firm. 

unufacture Ii ..ntt 
electrical equip!l8nt 
& componenu for rail-y 
rolling atock. 

electrical 91lltiple 
rollina stock. unit• 

MDUfacture electrical'.. 
equip•nt. incl. one & ; 
three-phaae electricity 
911tera. evitch clock.a & 
electricial ener11-savina 
devices · 

plan to sell 4.ooo opel 
pas•enaer car•. 17-11.0~ 
in 1992. lS.ooo -•tlll»lecl 
in Huncuy ' 

providina infor11ation 
service• in risk , 
mua1ement & illSllrance 1 

to joint ventures ' 

unuf acture elevator• 

establish·• joint 
inaurance ventures 

Type of 
;1.mrt•t•ns M&rk.tt 

JV Hul&UJ 
soS w. Gtna. 

JV 
s1S Italy 

JV 

JV; 
751 France 

JV 

JV 

JV 
sis Auatrta 

.JV 
60-651 us 

foundation capital of F6 am 
expect annual turnover of 
F20 llll in first year 

foundation capital of Fl bn 
operations start in 1991 

set up in 1989 

foundation capital F2 mn. 
purchase reorganized Gans 
Electricity Meter on Oct. 1. 
1989 & capital increased to 
$8 am 

founded in 1990. 
si1ned 10 dealership contract• 

aet up early 1990 

eirpecta annual tumovtr of SchlOI 11111 

foundation capital of' Fl bn 



(') 
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VI 
00 Hungary--continued 

Companies inyolved 

GLc;>IUTBX 
Gloriette (Austria) 
v/ Foltex 

GOBTz BUDAPEST 
Goetz (W. Germany) 
v/,private Hungarian 
investor 

GYOR BEVERAGE FACTORY 
Mondial Bua. Int'l. 
of Lichtenstein & 
Landeamann Trans Trade 
(Austria) 
v/ Spirits Factory 
of Gyor, Monimpex, 
Kiaalfold Volan, & 
Duna-Lajta 

INTERNATIONAL WORLD 
LINE .. 

SPN Verlag 
v/ tvo .Hungarian 
enterprises 

INTEROFFICE 
ED. AST & CO. 
v/ Electrical 
Installation 
enterprise a 

INTERS I LO 
Karl Schmidt (Germany) 
v/ Chemolimpex 
& ~emoldanzas 

IZOFBRR 
Pa-ha-ge (W. Germany); 
Toain (Austria) · · 
v/ Dunaferr Danube 
Works & Petofi 
Agricultural Cooperative 

Investing 
countrv 

Austria 

w. Germany 

Austria 

W. Germany 

Austria 

Germany 

W. Germany' 
Austria 

Type of 8usineas 

manufacture shirts 

manufacture & mark.et 
dolls· 

produce .. soft drinks 

publish pop music m,aga
zines Rocker & Disco & 
Hungarian version of the 
adult magazines Popo & 
St. Pauli Nachrichten 

construction of office 
building 

package, store & 
transport bulk fr:eight 

manufacture fire-proof 
materials 

Type of 
investment 

JV 
60% Austria 

JV 
92% w. Germ. 

JV 

.JV . 
so% w. Germ. 

JV 
SO/SO 

JV 
so% Germany 

.JV 
25% 

M&rk.et 

Hungary 

Hungary 

W. Germany 
Austria,. 

Comment 

foundation capital of Sch4.16 
mn initial turnover expected to 
reach SchS0-70 mn 

foundation capital of Dml.4 mn; 
opened retail store in 1990 

foundation capital of F216 mn 

foundation.capital of F4 mn; 
considering marketing video 
cassettes & opening casinos 

foundation capital of FSO mn, 
construction completed in 
May 1991, 2,000 sq m office 
rented to forei~n companies 

foundation capital of Fl2 mn 
plan a turnover of Dm400,000 for 1990 

start up capital of F27 mn 
turnover·eirpected to reach 
F80 mn in 1991 



n • UI 
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lllul&ary--contiaued 

CompaniH igvolv!d 

HBNKEL-TAURUS 
Henk.el Autria 
v/ Tauna 

HiltSCHNANN-BHG 
KCl4KUNitcATICtf-llTBCHNIK 
Richard Hirsclmaml 
v/ Budapest 
Teleco11D11nicationa 
enterpriae/BHG 

HOLIDAY 'l'OUltS 
Johannes Bggelaa.r 
(W. Germany) 
v/ four Hungarian 
investors 

HORSEMEN AND HUNTBRS 
Gorex (Austria) 
v/ Tata State 
Farm " Pega&US 

HUENERMANN & PAJmam 
Huenermann (Germany) 
v/ Borsod Chemical 
Work.a/BVK & two 
private investors 

HUNGARHO'l'BLS-OBIDtOI 
Iberiu Hotels (India) 
v/ Hungary's local 
authoritiH 

HUNGAllIAN t«>'l'Oll ltPll1' 
AND TRAVEL SBllVICES 
Alpine Motor Homes 
(Switzerland) 
v/ Hungarian Air 
Traffic & Airport 
Administration 
Ferihegy 

InvHtin& 
coµntry 

Auscria 

Gena.any 

w. Germany 

Austria 

w. Germany 

India 

Switzerland 

TVPe of JJyipeH 

produce " market slue• ') 
produce radio & tv 
receivers. satellite 

.receivers Ii car antenna~ 

set up a joint travel 
agency 

organize riding, hunting 
& other leisure 
activities for tourists 

establish a joinc 
conaulcing vencure 

palace will be 
converted into a 
five star hotel 

renc mocor homes 

Type of 
inyHWgt 

.JV 
3ol w. Ge:ni. 

.JV 
3ol Autria 

.JV 
sol w. Germ. 

.JV 
4ol India 

.JV 
sol Svi u . 

lfarlstt Co!ptgt 

will provide technology, knowhow 
Ii equipment 

upsradin& of a cooperation 
deal dated back to 1969 

foundation capital of Fl.2 am 

start up capital F27 am; 
expect annual turnover of F20 mn 

start up capital of Fl mn 

foundation capital of F30 am; 
an estimated total .investment of 
$60 mn 

foundation capital of Fl mn 
motor homes will be available 
at the Feribegy 1 Airport. 
will be rented for $360 
-elly 



Hungary--continued 

CoJDPanies involved 

HUNGARIAN RADIO 
TELEPHONE CC»fi'ANY.· 
Zricsson .!Sweden): ' 
us West (US) 
w/ Hungarian Postal 

HUNGARIAN TERRANOVA 
BUILDERS · 
Terranova Industrie . 
(Austria) 
v/ Pi:lisvorosvar 
Mines Office 

HUNGARINOX 
Ugine {France) 
v/ Metalimpex 
& Ferroglobus· 

Investina 
country 

SVeden 
us 

Austria 

France 

HUNGAROPRESS NESWPAPER Germany 
DISTRIBUTORS 
Springer-Verlag (Germany) 
w/ Hungarian: · 
Post Office.& Vinton 

HUNGARO SEGHERS 
Seghers Hybrid (Belgium) 
v/ Pig-Breeding Keat
Processing Enterprise 

HUNGARO-WEISS 
Gebruder Weiss (Austria) 
w/ Depo 

HUNITAL 
Eastital (Italy) 
w/ Technika 
& System Consulting 

KEMPINSKI BUDAPEST 
Kempinski (W. Germ.) 

Belgium 

Austria 

Italy 

W. Germany 

Type of Business 

supply a network 
for a mobile 
telephone system 

produce & marke.t 
plasters 

manufacture steel 
plate.s 

sel.l West European 
Newspaper distributors 

introduce.hybrid 
pig breeding 

establish a joint 
storage & shipping. 
operation 

extend the M7 highway 
that would connect 
Budapest with Trieste 

build & manage 
a five-star hotel 

Type of 
investment 

JV 
SO/SO 

JV 
·so% Gerniany 

JV 
SO/SO· 

JV 
60% Austria 

JV 
majority 
Italy 

Karle.et 

Hungary 

Comment 

$2 mn financed by the World Bank; 
AXE mobile telephone switch radio base 
stations· & 200 mobile telephones, system 
expected ·to start operating in December 1990 

foundation capital of F700 mn 

foundation capital of F600 mn 
deal expected to be finalized in 1991 

foundation capital of Fl.S·mn, 
considering selling Hungarian 
newspapers at a later stage; 
publishing JV in operation since 1989 

foundation capital of F160 mn 

foundation capital of F30 mn 

foundation capital of Fl bn, credits from 
Italian & European Development Banks 

Dml00-110 mn hotel expected 
in second half of 1992 



RUSS-llACHINB 
MANUl'AC'l'ftING 

Dr. Norbert neaa 
(W. Gel'MllJ) . 
v/ Hua lfuchinenfabrill. 

.JACOBS .KAFFBI 

llUDAPBST 
.Jacob• SUchard (Svisa); 
Philip Norri• 

.JOJ!NT 
PID Ssablpb (W. Gera.) 
v/ Aprisoaepoar 

.JUPITBll 
Vog (Ausria) 
v/ Caepreg Ssase 
Hodel Parm 

DBLTA-GBBE'1'SROITHBll 
·Gebesaroisher (Auasria) 
v/ Delsa 

IllY9asin1 
CO!!JltlV 

·W. Germany 

Svisaerland 

w. Gel1lllUI)' 

Ausria 

Auasria 

DBTB-SKALA Germany 
Dese-Noricaa (Germany) 
v/ Auras car Spare Factory 

KAPOS SUGAR Auasria 
Agrana (Aussria) 
v/ Kapoavar 
Sugar Pacsory 

KUWAIT-AFOI. 
Kuvais Petroleum 
International (UK) · 
v/ AFOR 

UK 

JYDt of 1u.tiu11 

produce h-vy aseel 
asrucsun1 

produco • .arbs 
coff .. • chocolase 
producsa 

modernise she 
enserpriae'• foundry • 
produce alloyed 
caasiqa 

produce • mark.es 
pes food 

rens mobile home• ! . 

manufacsure packagin& 
car repair • surface 
sreasmens 

produce sugar 

aes up • manage a 
nesvorli. of pesrol 
ssasiona 

.j 

Type of 
ipytltMpt 

.JV 
2oS W. Gera. 

.JV 
50/50 

.JV 
50/50 

.JV 
95.21 
Auasria 

.JV . 
1sS Ausria. 

.JV 
25S Germany 

.JV 
311 Aussria 

.JV -
5ol UK 

MHM' 

w. Gel1lllUI)' 

C91P1DS 

asars up. capisal of Fl4 mn. 
F300.mn especsed 1990 surnover 

foumlasion capisal of 8fr3 mn 

foumlasion of F50 mn. plan so 
invess over FlOO am in projecs 
W. Geraan fira will provide 
sechnoloa • equipmens 

foundasion capisal of P280 am. 
produce 25 am packa of cas • 
dog food per year. 5 mn will 
be marketed locally 

foundation capital of P6 mn. Gebessroisher 
contributed mobile homes; Delta provided she 
preadaes • workforce • will be responsible for 
leasing vehicles; planned annual surnover 
for 1991 i• Fl0-12 am 

foundasion capisal of F55 mn; plan annual 
turnover of F200-220 mn in 1991; except 
surnover of PSOO am in 1992 

foundation capisal of F2.7 bn, plans to double 
present daily ouspus of 3.ooo t of sugar by 1994; 
Agrana set up svo .JVs. one to produce asarch • 
dexsroae and one so produce sugar from beets 

ssars up capital of F40 mn. will modernize 17 
filling stasiona shas will operate under the 
name of QB; negosiasions started in 1990. 



Hunguy--continued 

Copaniea inyolyed 

ICBRLANB· 
Saint-OObain 
Pont-a-Houason (France) 
v/·Motia 

Investing 
countrv 

France 

FIBBIBLASS Japan 
Nitto Bosek.i Paramount 
Gl.aaa Toyo Menk.a (Japan) 
v/ Skala Coop & Uvegipari 
Industrial Glass Worlui 

FIGYBLO PUBLISHING France 
Buroexpanaion (France) 
v/ Hungarian Newspaper 
Publishing · 

FIRST AMERICAN- US 
HUNGARIAN INSURANCE 
American Life Ins. (US) 
v/ Hungarian Savings 
Cooperative Bank.; Alliance 
of Iron, Steel, Metal & 
Electrical 

FJORD-FORSTB FinlaDa 
Forste (Finland) 
v/ Fjord Cooperative & 
Agrok.lir · · ' 

LINE UP BUDAPEST UK . 
Line Up Aviation (UK) 
v/ Peatvidek.i · . · 
Engineering F~ctory 

. . : . ..:·· 

MASTER PIEcB ':'; 
!lisenberg'{Israel) 
v/ Maeterfil Bnterpriae . . ' 

i .· 

Israel 

Type of Bu!iness 

produce ceramic fibers 
mixed with aluminum 
silicon, & zircon for 
uae in heat insulation 
in the automotive, steel, 
and ceramics industries 

produce Thervoolin 
insulating.material 

modernize the editing 1 
facilities & improve 
Figyelo's information 
network 

be active in all 
insurance sectors 
but'apecialize in 
health and old-age 
pension 

manufactUre refrigerators 

carry out stz'iictural 
maintenance of ageing 
videbodied j eta 

yarn.spinning mi11 

Type of 
inyestment 

.JV 
Sol France 

.JV 
262: (Japan) 

.JV 
452: France 

.JV 
s2:r: us 

.JV 
342: Finland 

.JV. 
as.s:r: UK 

.JV .. 

Market 

Hungary 
others 

Hungary 
West 

Co!!!!119nt 

plant expected to start operation at end of 1991 

reported turnover of F7.7 from sales for last 
quarter of 1989, output for 4,629 t of 
Therv0olin, 900 t will be marketed in the 
West 

foUndation capital of F16 mn 

foundation capital of Fl bn 

start ·up capital of F30 mn 

;· .. 

·.' 



Companiea ipyolyed 
InvHtiq 
coupuy 

MD-DllUClt PllINTING W. Germany 
SES Bl-ntbau (W. Germ.) 
v/ private inveatora 

MOBIL OIL-.APOJl 
Mobil Oil Austria 
v/ M:ineralimpez Ii Afor 

NBW 
Ilva Deutachland (Italy) 
v/ Iron and Steel Work.a 
of Sal1otarj-

NOVO-PUB 
Allied Breweries (UK) 

Awitria 

Italy 

UK 

OBUDA DEVELOPMENT Denmark. 
Baltic • .JPC. Ii 
Rieler Architects 
v/ Ganz Danubius 

PACKARD ELECTRIC Germany 
GM/General Motors 
v/ Villszov Cooperative 

PALBTTA W. Germany. 
Chematec (W. Germany) 
v/ Gyor-Sopron 
County Chimney Sweepers 

PANNCNIA-FUSSION US 
RESTAURANTS 
Fuaaion (US) 
v/ Pannonia.Hotel 
and catering 

PANNC»f-WOLP Austria 
Wolf Syatembau (Austria) 
v/ Somogygep Construction 
Bnterpriae 

TVPI of Bl!aineaa 

to print periodical• Ii' 
n•VISJl&Pera 

Type of 
inye11tl!!tnt 

JV 
491 W. Gera. 

to operate Mobil aervice JV 
atatiou Ii to mark.et tlt•. sol 
oil Ii 1aaoline product• 

to produce cold-rolled; 
alloya. steel plates Ii 
11trap11 

JV 

to build Ii manage English JV 
style pubs 

to ·'develop th• ahipyaz'a . 
area of Obuda Island 
into.a tourist site 

to build a plant for 
the manufacture of 
of electrical cables 

to manufacture pallets 
Ii wooden boxes 

to build Ii manage 
faat-f ood restaurants 

to build prefabricated 
private homes 

.JV 

JV 
6ol Germany 

JV 
471 W. Gera. 

JV 
sol us 

JV 

Maryt 

Hungary 

Hungary 

Co!ppllpt 

foundation capital of F479 mn 

foundation capital Yall 11et up at F90 mn 
initially. but rai11ed to F650 mn at a 
later date. 

•i1ned letter of intent 

opened John Bull ~ at a coat of F30 mn 

plan to inveat $800 1111 in t~e project 

baa foundation capital of Fl bn. plant 
expected to be completed in 1991 

start up capital of F4.82 am. 
1990 turnover expected to reach F40 mn 

foundation capital of FlO mn. venture will 
franchiae "Burger King": total investment by 
US fil'lll will reach $5 mn. 

foundation capital of FS70 mn. with Austrian 
company providing the equipment. k.novhov. and 
heat Ii sound insulation material11; F400-450 mn 
turnover expected annually 



Hungary--contiuued 

Companies involyed 

PHAIMAVIT MEDICINE 
AND FOOD 
Genericon (Austria) 

PLAKBT 
Tonjes (W. Germany) 
w/ Gyor Car Repair 
Enterprise; Energy 
Management Institute 

POLARKEH 
Swiss investors 
w/ Kemobile-

PllIMA'l'OURS 
Aviatour (Italy) 

RAICHLE HUNGARY 
Raichle Spor.tschuh 
(Switzerland) , 
v/ Alfoldi.· Shoe Factory 

REVAI OBUDA PllINTING 
HOUSE 
. Wa~moughs (UK) 
w/ Revai Printing 
H9use and Nyombader 

RADEX HUNGARIA 
·Radex-Heraklith 
Industriebeteiligung 
(Austria) 
w/ Kagnezitipari Muvek 

REXROTH-DANUVIA 
DRIVE ENGINEEllING 
Mannesmann Rexroth 
(W. Germany) 
w/ Danuvia 

Investing 
copptrv 

Austria 

w. Germany 

Switzerland 

Italy 

Switzerland 

UK 

Austria 

W. Germany 

Type of Bu!iness 

to produce &. market 
pharmaceuticals as 
well as food products 

manufacture reflective 
automotive license plates 

t.o produce & market. 
household chemicals 

travel agency.; business 
mediation & investment. 
consulting for Western 
and Hungarian firms 

for the manufacture of 
of hiking boots 

print. brochures & 
color magazines 

produce & market. 
magnesite 

manufacture & inarket. 
hydraulic control upi~s 

Type of 
investment 

JV 

JV 
3S% w. Germ. 

.JV 
so% Switz. 

JV 
so% 

JV 
SJI UK 

JV 
6o% Aust~a 

JV 
8o% w. Germ. 

Market Co!!l!!lent 

foundation capital raised from F66.S mn to 
FlOS 11111; ac~ired from HCH Pharma 

cap.ital foundation of F62 mn, Tonjes will provide 
technology and knowhow; also plan t.o produce 
street. and traffic signs 

foundation capital of F33 mn 

through existing travel age.ncy joint venture and 
in cooperation with the Hungarian Chamber of 
Commerce 

foundation capital of Sfr2.S mn considering the 
production of the sportswear 

start up capital of· FS40 mn 

signed letter of intent 

planned 1990 investment of Dml; expected output 
of DM7.S mn in 1991 



'Ceeeqill ipw1D4 
lave•tina. 
c9111sry 

lllCllll-SAMalA AIUltria 
CIPO IN'l'!llNATICICAL 
F. llichser (Aaasria) 
v/ 8abariA Shoe Mf I. 

IIBB IN'l'ZllNATICICAL W. Germany 
lliea (W. Germany) 
v/.Zal.afora 

ZAUFOIM W. Gerauy 
Neue llocle Pannonia 
(W. Geraeny) 

IOS<lfl Finland 
Kuljesaaliib 
Niinivirsa (Finl.an4) 
v/ llouvtospet-
aobo.nsdovani• 

1.UF BLECTl.CNIC W. Geru.ny 
Ruf (W. Geru.ny) 

SAMCNITB HUHBAl.IA Bel1iua 
Samonite (Bel&illa) 
v/ Palota Leather Factory 

SAUBERMACHBll Allatria 
ENVIRCHCBNTAL PIOTBCTION 
SERVICES AND S'l'UJ>Y 

Saube:naacher (Alaatria) 
v/ Mineralillpex 

SCHINDLER GANZ LIFr 
Schindler (Svitaez:~J 

Svit&erlud 

Typ• of lul!ipt11 

·so umafacture •hoe• • 
boot• for chil4i'en 
an4 babi11 . 

so llanlafacsure • 
aarkes aippera · 

so umafactur• • -z.us 
confection iliduasry 
producsm. plaasic. liesal 
• leather products. 

· furniture • a1riC11l.sural 
products · · 

so provide sruclL f reipt 
transport services 

for th• manufacture' ·of 
electronic co111>onent1 
incl. posentiomesere 

so •nufacsure handba&8 : 
•.nisca•ea ·; : 

to provide environaensal 
protection services· 

so MDUfacsure. maiiltaisi 
• repair elevators aa:' 
well .. Gscalatora · 

Type of 
ipytamnt· 

JV 
5al Autria 

JV 
5ol W. Gena. 

JV 
511 Finlaiui . 

.rv 
91.,ad 
w. Geraany 

JV 
7sl Swiss,. 

·Ntrys · · eo.uns 

•tart 'IP capital of SchU llD. Autrian partner 
will 811fPly sachnoloa and knovllov and vorldna 
capital; plans will produce 4.ooo of shoes per 
4ay; tllr1IOY'r for 1991 espected to be SchlOO llD 

founclation capital of Fl20 mil 

ses 'IP in 1912. obtained illl>ort espors ri&hts 
in 1990 fr baa an annual turnoDr of F600 llD 

foundation capital of JU00.000 

atart 'IP capital of F41 1111. vill operate u 
an of f-•hore operation 

foundation capital of F67 llD 

stars up capital of Fl 1111 

founclation capital of F340 1111 espects so 
.U. F14·11D•of.profit by yearend 



Hungazy--continued 

Copzpanies ipyolyed 

SCHOLLBl-BUDATBJ 
Scholler (Ger111any) 
v/ Bwlatej 

SCHRACK TELBCCIC HUNQAl.Y 
Schrack Telecon (Austria) 
v/ Datacoop & comez 

SCANDIC FUR 
APS Frederiltaberg 

SHBLL-IHTERAG. 
Shell-International 
Petroi@U' (UI<) 

. ' 

SIMAC.,-J«)RG~-

Simac (I~aly) 

:i:r/.Eigep_ 

SONN-AUTO 
Kaz Sonnleitner (Austria) 
v/ private investors 

SZATMAR-RAISIO PROTEIN 
ltaiGiiO (Finland,) 

SZIVARVANY TRADE 
Led.er llch~ (Austria) 

.... 

TBT IN'l'BRNATIONAL 
Marui~hi Shoji (Japan) 
v/ Bosc.~op Agrarian 
Industrial Df!velop11ent 

. Agency. & Tesco 

TBCllNDDft' BUDAPBsT 
Technillont (Italy) 
vl Vegyterv Olajterv, 
Agrober & Technoimpez 

Inveatina 
countrv 

Germany 

Austria 

Denmark 

UI< 

. ..,; 

Italy 

Austria 

Finland 

Japan 

.It&ly 

Type of Bu!iness 

to p~oceas min g,· 
Scholler products, 
mainly ice cream 

.. 

manufacture, distribute 
& service digital 
telephone ezcruUige&: 
telephones & fax machines 

to iiianu'tacture & market 
fur coats 

manufacture machinery: 

retail Renaul:t passenger 
cars 

.. ·-···i 

pr:odu~~io~ of wheat., 
.starch. llJ!d. '1iute!l, 

market ahoea· &nd 
related accessories 

aupply entertai~ent 
electronics, computers 
food-proc~ssing equipment 
in ezchange f~r .fruit, 
breeding.stock & light 
indU.uy produc·u ·. ' 

Type of 
inyestmept 

JV 
51% Germany 

JV i 
so% Austria 

JV 
411% Denmark 

iv 
511% Austria 

JV 
511% Austria 

iv 
49% Japan 

chemical;· petroleum, JV 
packaging, pharmaceutical, ·75% Italy 
& agricultural induatriea 

M&rk.et Coapnent 

start up capital'of Dm21.5 mn: ·agreement to 
invest all profits into the venture for the 
nezt five years 

foundation capital of FlO mn 

import crude oil & refine it locally to maintain 
c~mpetitive prices 

foundation ·capital of FlO mn, plan to open a 
showroom in Tatabaya and build a servicing 
center 

plana to build a Fl bn factory in Matezzalka; 
construction scheduled to be completed in 1992 

'l 

.,foundation cpaital of F5()0 mn, plans to ·convert 
some of the 49 Hungarian haberdashery outlets 
into shoe shops 

start.up c:apit&lof F6 mn 

·foundation capital of F30 mn 



CompW11 inyolnd 

TBLBCTICN 
Softvaz'9 Ttchnolo1i•• 
Tndiq (luul) 
v/ Statt Conataiaction 
llDttrpri.9•. labmaa 
Wood • Meul lnduauy 
Cooptrativt 

TIAFFlC 
Jo•ef Scbaatrl (Au9tria) 
v/ Ssechenyi Istvan 
Tr&llllpOrt • Telt
cOllllWlication. Coll•&• 

TIANSBB'l'CW 
Holclerbulk (SVitserl&nd) 
v/ Civil Bqineering 
Enterprise • the Public 
Buildinas Con.truction 

'lVl'AL HUNGAJllA 
Total (France) 
v/ Afor • Mineralillpex 

TURUL 
waaon-lit• (France) 
v/ AP-JlO. Tatthanya 
Olddmtr nyin1 Club. 
a. MAP-KAil 

TRANSATUN'l'lC 
MBDlA ASSOCIATED 
Citadel (US) 
v/ Hllngamn Adverti•in1 
Bnterpriae • 7 private 
inveators 

TIBLLBBOltG-TAURUS 
Trellebor1 (SVeden) 

lnv .. tiq 
coppsn 

Auatria 

SVitserl&nd · 

Franc• 

France 

us 

SVeden 

TYPt of PYiuH 

· -facture • ..rut 
c091pUter. commnicatiou. 
control • alanl 8)'8t,.. 

to proaote lt&le• o' 
softvan 

i ' 

·prOductic:in of CODCA't,9 
421.SVit&erl&nd · 

operate Total 
filling stations 

off er fli1ht inataiaction 
for 1111&1.1 plane• • 
hand-1lid1r•. tour•. a. 
aircraft repair ••rvic•• 

i.ak.e feature filas. 
docuaentari.ea a. 
commercials 

'l'YPt of 
ilY'ISMM 

JV 
741 larul 

JV 
4oS Auatria 

JV 

JV 
Sol France 

JV 

.JV 
41% us 

JV 

lfarlsH· 

fcnmdation capiuJ. Of '9 -

fouml&tion capital of l'l.llD 

·start up capital .noo -· concluded a 
!iai.lar a1n ... nt vith th! Gyor-l!ton 
llDterpriat in vbich it hold• a sol stU.. 

foundation capital of 1'34.6 mn; plan to mana1• 
20 renovated • 20 nev pttroleua stations; a 
letter of intent vaa si1ned in early 1990 

foundation capital of F2.7 an 

foundation capitall of F7.2 mn 

finalised in July 1989. foundation capital of 
1'193.6 am. txpected turnover of 1'1 bn for 1990 



Hungiuy--continued 

Companies inyplyed 
Investing 
couotrv 

TUV HANNOVER-BUDAPBST Ge1'1118Dy 
TUV Hannover (Germany) 
v/ Transinnov, Union of. 
Transport Inapectorate &. 
private investors 

VBCO. Auatria 
Elin Union (Auatria) 
v/ Jq.ectrical Equipment 

~us Auatria 
Waldne~, Fuhrmann ~ 
& Mandela Gesellschaf t 
(Auatria) 
v/ 6:private investors 

VT SOPT W. Germany 
icRs EDV & VTD Computer 
(W. aermany) 
v/ Videoton) 

WESTEL 
US West (US) 
'v I Hungarian Radio 
t:elephone 

,I• 

us 

YOUNG.& RUBICAM HUNGA1UAN US 
Young & Rubi.can (US) · . 
In~ernational EcollOlllic. 
Relations 

'1'VPe of By.siness 

to provide quality 
insurance & energy 
saving technology 

to produce medium 
voltage electrical 
equipment 

to lilanage a veteri~ry 
hoapital 

develop, 111&DUfacture, 
& mark.et computer 
software 

operation of a 
cellular telephone 
network 

Type of 
inveat1111nt 

JV 
sol Germany 

JV. 
so% Auatria 

JV 
so% Austria 

JV •. 

29% W.: Germ. 

JV 

JV 

Market Comment 

foundation capital of F2 mn 

foundation capital of F60 mn, expect annual 
turnover of·FlOS mn 

foundation capital of F4 mn 

start up capital of F26 mn; 1991 tun.iover 
expected to be ·F300 mn; accord for JV signed 
in 1990 

vill initially serve 3,000 aubscrib~rs, 
expected to serve .6, 000 aubscrib.ers · 



(') 

$ 

Cowtji11 imln4 

AH.a lrova loveri (All) 
(IV94en-lwitaerlaad) 
v/ ZeMeb 

li.RMU (Alaatria) 

CHAIB-POLllH AlllllCAN 
CAaLB Tll.llVlllClll 
a..ae BnterpriHa (UI) 

IDftadq 
snpsry 

UI 

ALCATBL CIT l'OLSJtA rruce 
Alcatel Cic of Fr-ce 
v/Telc--Teletra (3.sl): 
Blek.tria (51): Bltr• (.sl) 

SU.na (W. Ge~) 

Alcatel Se•• (Spain) 

Ericaaon (Svaden) 
v/ ZWVT 

w. Genany 

L'Bxpanaioa (Frellc:e) Frellc:e 
v/ Ga&eta'llau-

NorAm capital lllT (can.da) can.da 
v/ Polinia f~tion; 
International llwine•• 
Service • Nuac-•t 
School 

Hertic (W. Ge1'811) w. a.many. 

Gold Spianera US. 
International (US)-
v/ Bolealav lliniq • 
Metal Work.a 

Hyatt International (US) us 
v/Holding-WU. 

TYH of ... iMll 

Mdend.n Poli.ab 
telepbRM ayHa 

iuulladon of cable 
'telwiaion CODMCCOra 

llUll&factan 
di1ital.11Vitche• 

--factan 
di&ital avitcbe• 

--factan electrom'.c 
telephone uchaqH ·' 

baaine•• connltin& 
•.aq-nt: 
trainin1 11cbool 

retail -tlet 
for colUIUIDRr &ooda 

proceaa indaatrial 
•la& bepit 

Jnaild • bmmy 600-bed 
hotel in war-

Tne of 
lP!'1SW1pS 

take-r 
•jority 
coatrol of 
z-cb. 

coop 

n 
551 rr-ce· 

neaotiatin& 

n 
511 France 

n 
50/50 

n 
sll us 

"""'' c PS 

IVffiab-lwia• p-r 1111ine•ri111 1rov.p and • 
Poliab .turbine • aenerator ~r 

prod11ee telephone eachaq•• under French licence 

DR&Otiatiq (April. 1990) . 

US' provide technology. equipment & · fiaancin& 



Cgp&nitt ipyolvtd. 

Bason Internatioll&l (UK) 
v!Knvov Coal Min• 

Hat (Italy); 
. Internatioll&l Finance 
Corp./IIC (Iuly) 
v/FSlt and FSO 
AutOIM>tive Work.a 

STABAO-HUNIWUA 
Stab&& Bau (Auatria). 
W. German subsidiary 

Si~ns (W. Ge~n) 
v/ ltabelwerken 

. Schwerin &,.Meissen 

Daimler-Bena (W. German) 
v/.vr;a IFA Kombi~t 
Nutzkraft-W.gen 
Ludvingsfelde 

... . !·• ~ ... 

Asahi G~~ (Japan) 
' .... .... . ~ 

·. 
Daihatn · (Japan) 
.v/~. 

Philips 
vi. Poloria.p 

A&~-couultiD&< Inc: ;(US) 

Feed Central Soya Inc. 
(US) 

LIM 
Marriott Internatioll&l 
Hotel Co • .(US)·; .Ilbau 
CoD.ttnaction eo. (Auatria) 
v/ Ult Polish AirlinH 

cpppsq 

Italy 

w. Germany 

w. Germany 

W. Germany 

.. / . 
Japan 

Japan 

us 

us 

us 
Auatria 

Typt pf 'Miu•• 

for recovery of coal 
fro11 •la& heaps 

bid .. for conetruction 
of Budap1st-Vie1111& 
hiahvay · 

production of power 
transmission cables 

production.of. 14+ 
trucll.a 

alaas for building 
-terials 

autO.Obile production 

:-·1 

;:. 

construction & operation 
of a 1.000 bed hotel. 
conference center & 
gallblin& casino in-Wara&v 

'!ype of 
ipyttU!tps 

letter of 
intent JV 

plans 
JV 

letter of 
intent JV 

•' /;:. 

neaotiating 
JV. 

negotiating 
JV 

JV ... 

24S us. 
24S.Aw1tria 

'), 

MuMt 

w. Bvop• 

Poland & 
other 

Copgtnt 

prelilllinary •&nllll9nt to r11tructur1. lllOClerni&•. 
and expand FSH and FSO; Hat offered to invHt $2 
bn over 15 y1ar1; Fiat voul.4 acquire tt.U. in FSH. 
partial acqv.iaition of FSO ia being negotiatecl; 
Poli•h Govt. and IFC vou14 each provide one-third 
of the inv11tment neecled 

talka terminated due to competition from Fiat 

currently has several pt.nts 

founded 1987 



2 -

Coapanit! ipyolywl 

TICHNODIAllAN'r 
rLT Meua (1tl1i-). 
v/ Technocabtl CD 
DIPBIDllTAL 

DftlllmLDt 
'VOi hollaktnhaadtl 
(Neth1rlaa41) 
v/ A&ropol. ISP lotliD 

Cllllll'1' TICllNOJ.OGY IOI.AND 
ZtMnt aD4 l'utrtedmik. 
(W. Genay) 
v/ Bad:laex; Iaolacja
Cl:l.cice; Iaolacja-ltatovice 

DIGIT.A&. LABOMroaIBi 
Drl'BllNATIClNAL 
Active Technoloaiea; 
Analodal Ltd. (UK) 
v/ LAJICOICP; UNDla; 
UNITIABLTIA 

ITHlt 
Inllwitrie Technik 
walaverballlaaen CWIR 
(W. Genay) 
v/ Hlata Koaciuko 

POUfISSKOSlll!& 
ltearnot International 
Hanllel--4 Wirtac:bafta
Inll111trie-AD1.q1n NI 
(Litchteutein) 
v/ POUIDS 

ATl!Ml'OL 
ATDHJeHllacbaft faer 
Aut,_tiaienmptecbnik 
(W. Genay) 
v/ CBNrlOZAP 
1111wuaprojut-Haptllut 

Netherlaa4a 

w. Gtnaay 

w. Genay 

Li1cht1utein 

w. Gezmaay 

TYPt of lpliulf 

Mllllfactv.n • Ml• of 
cutt:lq tool• :l.ncorporat
iq D&tval • 1111thetlc: 
dt...onlla 

proc11aiq. cbyiq • 
pacbplla of fna:l.ta • ; 
ve1etaltl11 for 1xport 

i 

-factv.n of c-nt I. 
vood-chip panela • : . 
nlacecl •1-nt• r ·' 

·develop ·• ..mafactun ; 
product•. in field of ! 
C:Ollp"tera. robotic• · • : 
opto-electronica · 

; 

proceuiq of ! I 

.. tallar1ical vaate. 
aervicea & conaUltin1 
for tht ateel inll111try 

production of ILoaher 
alcobol:l.c bever91ea • . 
other ILoaher food produet• 

' 'IYP• of 
'm•s-ns 

.JV•' 

4tS w. a.n. 

JV 

development of pro1r~· .JV 
for NC • ate ..chine toola 

"""'' fnmltd 1917 

fnmltd 1917 

fnmltd 1917 

.fnmltd· 1917' 

fnmltd 1917 

fnmlt4 1917 

fnmlt4 1917 



ComptpiH inyolns\ 

!UJUHtCNPllX 
Bllro-Paletten liiport 
OslbH (W. Genaany) 

· v I CJ'OLl!IC · 

IllYHtin1 
C9W1trv 

w. Germany 

HANNA-IAIBBll.( POLAND US 
Haana Barbera Productionai 
CUrtis Iateraational (US) 
v/ PP Studio Biebko-
Biala i PP P0pu,lar Pila 
Studio'Wroclaa·· · 

P'UllHBL IN'l"BRNATIC&\L UK 
·Iateraational Computers 
Ltd. (UK) 
v /, PNJ'i!.D i HB'l'10mX; 
Computer enterprise 
MBRO-ELZAB;· TDIBBR 
eaterpriile MABCHLBWSJCilmO; 
Enterprise Great 
Proletariati Krakow 
furaiture·enterprise; 
Jaale particle board 
enterpriae;·Diatrict Board 
for State Foresis 

SEMBCO 
Svenska Corab A.B. 
(SVeden) 
SBRWIO'l'Oll; ME'l'JIOL· 

IN'l'BllPllINT Deaurk 
RMC Textile Group (Denmark.) 
DZIANILANA; TEXTILIKPEX 

Truathowse Forte (UK) 
v/ Orbis (Polish state 
tourist agency) 

BRAAS-:-POL 
Brau & ·Co. (W. Gena.) 

UK 

w •. Genaany 

TYl!e of Baaine11 

vood proce11ina 

Type of 
ipyHtl!!!QS 

produc;e aiiimaiect fiJJU. JV 
manaae aale of copyript 
for Ranna Barbera VCll 
filas in Poland & other 
CICBA countriea 

develope~t g,"~f~ct~~ .JV 
of f1irniture. coiiputers. 
other electronic p~ucts 

. produce j)ackagina for ' JV 
video caaaettea. COllp&Ct· 
di.aka. baby sanitary' 
products. adhesive labe~. 
touiat proiluc:u & · 

h_~ehold .PPliancea 

provide technical 
aervic·ea for embossed ; 
p~tini. on textiles c 

renovation. ~ripening' :N 
of 'l'be Bristol Hotel .-jority UK 

build • roof ..tile 
production plant' · 

i. 

JV 

Marl!.tt 

Poland 
CMBA 

Poland 

COll!B!Dt 

founded 1987 

founded 1987 

founded 1987 

founded 1987 

founded 1987 

coat of project: $3Sm 

ai1ned_a contract to establish a JV (July. 1990) 



Polan4--coatimaecl 

C0!!ppi11 ipyolytd 

Qulle (W. Genuy) 
v/ Spola 

ltlrr NachrichtentechDilL. 
. a aubeidiary of Jtobert 

Joach (W. Genuy) 
v/ llobotron 

Spie Batignollee; Accor 
(France) 
v/ Gdanak. amicipal 
authorities 

CONSTAll 
Epstein Engineering 
Export (US) 

. v/ Animex Export-Import; 
llolpaaz 

JDYemtina 
countrv 

UI 

w. Germany 

w. Germany 

France 

us 

Type pf l!aaiMll 

atndy 1eolo1ica1 • 
aeophyeical data in 
Polan4 

retail of Qulle'• 
product• (co-r 
electronic•. te•tilea • 
food products) 

build part of Poland's 
new telephone network. 

expand & modernize the 
city's ai:rport 

meat -processing 

LEVEil POLSKA UK-Netherlands production of deterient 
Unilever (UK-Netherlands) 
v/ Pollen& Bydgoazcs 

BELOIT FN'!PA US 
Harnischfeger Ind. (US) 
v/ Fabryk.a Maazyn 
Papiericzych. S.A. (FN'!PA) 

BLUET Denmark. 
S&W Medico Tek.nik. 
v/ Unitra; Polk.olor 

CASINOS POIAND Austria 
Ca.ainos Austria 
v/ LOT (Polish'airlines) 

manufacture papermak.ing 
equipment 

produce electronic 
control equipment for 
hospitals and ambulances 

caaino. · 

Type of 
inyt•Y.ps 

coop 

.coop 

letter of 

JV 
aol UK-Neth. 

equity 
interest 
aol us 

JV 
251 Demiark. 

Ku\tt 

Poland 

COptftS 

project will be financed by the French Government 
and would be repaid through earnings from a hotel 
comple• to be built by Accor 

Blrim Bank. guarantee for $14.6 m of a $16.4 m loan 
on .July 1. 1991 

agreement to buy ao% of the Polish detergent . 
manufacturer for $20 m and plans to invest another 
$24 a to double capacity and upgrade technology 
and equipment 

February. 1991 - purchaaed 8o% equity interest for 
$7 a and committed additional $15 m to develop 
products. facilities.and markets 

signed an accord to establish a JV (July. 1990); 
startup capital of $500.000 

established in 1988 
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~ Poland--continued 

Comp1ni1a inyolvtd 

DUUl'OL 
Dllrr (Gtrmany) 

Inv1nin1 
cauntrv 

DHL IN'l"BRNATitwAL POLAND US 
DHL Worldvidt BxprHS (US) 
v/ Intercam · 

BPI.AG 
Raiffeisen Zentralbank: 
Elsner (AU8tria) 

GWAR!K'RYAN ·POLAND 
Ryan International (UK) 

IKEA' 
Ikea (Sweden)" 

INTER CELL 
Intercellulosa (Sweden) 
w/ Ostrolek.a Cellulose 
and Paper Work.a 

FIRST-AMERICAN POLISH 
LIFB INSURANCE·AND 
REINSURANCE COMPANY 
American Li'fe I=ance 
Company (ALICOl°i 'AUJ; 
Insur8nc8· ·cOmj,any ... · ····' 
v/ Bilnk."PEKAO· 

AU8trif 

UK 

Sveden 

Sveden 

us 

FIRST AMERICAN POLISH US 
INSURANCE AND REINSURANCE 
CCllPANY ' .. 
Allleric·an Life tn'SUrance 
Company (ALICO); AUI 
Inaurtnce Company 
v/ Bank. PEKAO 

FFA T,IW>B ... r ._ 
Finnpap (Finland) 

.. 

Tmt of BusinHs 
Typ• of 
inveument 

production of varniahins subsiditry 
and indl18trial ·cleaniq 
tquipment 

txpnss-co~trs strvicts .JV . 
85% ~s . 

ltaains of machinery for ·.JV 
agriculture and food 
processing 

process coal waste .JV · 

warehouse and retail 
outlet 

modernize pap·er and 
cellulose production 

life insurance·serVices · 

' . : 

general insurance azid 
personal accident· 
insurance ··· · · .. 

. .... ·, ·~ 

.JV. 

50/50 

.JV 
55% us 

.JV 

subsidiary 
100:C.Finland 

Marlu!t Cop!!l!!nt 

•1r1t111ent to establish a .1V (November. 1990); 
foundation capital'.of $150 0 000 

plans to open in 1992-93 

agreement to establish a JV (April, 1990); 
foundation capital of $20 m. 

.,i>. 

agreement to establish a JV (December, 1990) 

agreement to establish a JV (December, 1990) 

•1'. 

wholly-ovned subsidiary 



Poland--contimaed 

compani11 involved 

HYUNDAI SBLKO INDUSTIUIS 
Hyundai (S. Kona) 
v/ ltlb 

Livi 8trna1 (US) 

lllYHtiq 
coppsa 

s. Kort& 

us 

lfANNlllWfi-FSM Gtraaay 
lfaDDt- Handtl (Gena.) 
v/ nM Alltoaotiv1 Work.a 

01"1'0-!l'OKA 
Otto V1r1&ncl' (W. Gena) 
v/ Bpok.a 

POMONTEX 
Montanhandel Export 
v/ POW!JI 

POLTEX METHANE 
McKenzie (US) 
v/ Jaatrzebie Colliery 

POLHIPPON 
International E.R.T. 
v/ (4 private Poli1h 
inve1tors 

PBEBUD-GLORIT 
Glorit (Auatria) 

SPED POL 
Bilspedition (Sweden) 

TllW POLAND 
TllW (US) 
v/ Fiii 

Agip {Italy) 
v/ CPN 

Daily Telegraph (UX) 
v/ lea Public& 

w. Germany 

Germany 

us 

Japan 

All.9tria 

Sweden 

us 

Italy 

Typt of lg1in111 

dHi&n and prod11CI 
C011pUter1, aoftvar., 
and ,..{cond11etor1 

prodution of clotbinl 

iaportiq and 1xportiq 
in tb1 autoaotivt ••ctor 

~· of 
ipytHMnt 

JV 

JV 
50/50 

bandlt mail-ord1r catalo1 JV 
purcbuea of Wt1t1rn 551 w. Germ. 
conauMr 1ood1 

manufacture and market 
win.products 

JV 
33S+ Germany 

prospect and extract . JV 
11etb&ne from coal deposits 

trade intermediary 
between Poli1b and 
Japaneae fil'lllll and promote 
Japanese goods 

production of pnfabri-
cated bowses i 

JV 
sO:C Japan 

JV 

provide 1oods transport JV 
to Germany and tbe USSR 

111UNfacture safety belts JV 
for cars -jority US 

1ervic1 atationa JV 

publiahin1 JV 

Co!Mnt 

an accord to Htabli•h a JV• foundation capital of 
$1 •• 

foundation capital of Zl.5 bn.• ·plans to set up a 
chain of 90 order shops 

agreement to e1tablisb a JV (December, 1990); US 
illve1t111ent of $16 m. 

foundation capital of $800,000 

letter of intent to establish a JV: Sweden plana 
to invest $18 m. 

preliminary accord to form a JV 

aianed letter of intent (June, 1990) 

holdiq talk.a (June, 1990) 
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~ Poland--continued 

Co!!panies involved 

Robert Hersant (France) 
v/ Rzeczpoapolita 

Pinkinaton (UK) 
v/ Sandomien 

Hakuhodo (Japan) 
v/ A&J>ol 

'wani· (US) 
v/ Main Computer Center 

Compagnie Maritime d' 
Affretement (France) 
v/ Polish Ocean Lines 

Siemetia (W. Germany) 
v/ Zvut 

Pesclawli(I (Italy) 
·v/ Polish Agricultural 

Association 

'Gruppti· Aguata (Italy) 
'·· v/ Polish State Aircraft 

Samsung (S. Korea) 
v/ Ministry of 

" Colimninicatioua 

Abtrust Nev European 
Investment Tnilit; 

•Radiotruat (UK)· 
v/ Radio Solidarity 

·Philipi.Gloeilampen
fabriek.en (Netherlands) 
v/. Polam-Pila 

Nora Induatrier '(Nori.ray) 
v/ a Polish b.revery 

Invenin1 
countrv 

France 

UK 

Japan 

us 

France 

W. Germany 

Italy 

Italy 

s. Korea 

UK 

Netherland• 

·Noivay 
. 

Type of pµsiness 

flat &laa• prOduction 

Type of 
inveatMnt 

JV 

JV 
4oS UK 

~vertiaing a1ency JV 

inatallation. information JV 
and.traini~g aerVicea for 
".1-n& computers 

freight shipping services JV 

prod~e EWSD digital 
exchanges . 

deep-freezing .facility 

modernize aircraft 
manufac~~ing facilities 

manufacture telephones 
aiid ~;eleiiaz machines 

radio nation 

mamifacture and market 
ligb': bulbs 

_:.~ 

pfodUctio~ and ~rk.eting 
o.f beer 

JV 
49% W. Germ. 

JV 
6o% Italy 

.JV 

JV 

JV 

JV 
so% Neth. 

°JV 

Maryt Co!!pll!nt 

si1ned letter of intent (June. 1990) 

aisned letter of in~~nt (February. 1991). plan• to 
build a new plant, foundation capital of $140 

signed letter of intent (July. 1990) 

.signed agreem_ent (July. 1990). plans to build a 
nev facility·' 

negotiating a JV (July, 1990) 

holding tallts on setting up a JV (May. 1990) 

signed letter of intent (May, 1990) 

signed letter of intent (May, 1990). 



C=rfp111 inyelytd 

Afflelou (Frans•) 
v/ Polith aashoriti•• 

J:aw .. tiq 
cnnsa 

Frans• 

Typt pf '"'"" 
prOdase and ..n.s eye 
,1a1 .... 

Aft CJ:talyhrans•) J:talyhrance · -f•ct11r1 planet and 
v/ llielec Aviation Won.9 

Atnrans11 Oeneral11 de Frans• innr&1l50 cOllp&DY 
. l'rans• (Ml') 

v/ lfuovtae Foundation 

Bu1!ieitier • Wain . De-n ahip .1Nildina 
v/ ~olf-WU1U Shipyard 

Coca Cola (US) us beveraae· 1al11 
,, 

. BLWJtO 45 

POL-HOD. 

TZ1JIAa FJ:l.11 Dl'IBINATICNAL 

" 

WOILD·sJIOLDI 

FBllOPOL 

'l)pe of 
ipytttMpt 

JV 
691 l'rans• 

JV 

JV 

JV 

obtained JV · 
perms 

obtained JV 
perms 

· obtained ;JV 

perai~. 

obtained JV 
penis· 

obsained n 
perms ' 

obtained JV 
pemit 

obtained JV 
pesmt 

ob~ JV. 
permit 

nuMt 

Poland ·~ lesser of intent (April. 1990) 

ne1osiasin1 a JV (April. 1990) 

. lester of intent· (June. 1990) 

plant so 11se!lii8h a.JV (January. 1991) 

. . . 

plane so open bottlina planta as· •. coat of $30 •· 
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00 Poland--continued 

Cppipanien inyolved 

AMPoL 

G~ TOUllST 

' . : • . . i .. :.: 

InvHtina 
cpuunv 

INVBS'1'Ml!NT TRADING <:aiSULTING 

. '}: 

HARO LEK 

GULF . INTERNATINAL <XWSULTANTS 

SIECHNICB. . ··. 

ADI POL 
~ ; . 

TllANSuMM .' ... t· •· 

SINAX . 

OPOLHAOOI. 

IN'l'BRFJlYS-laJSOWO 

TvP• of Buaip!!s 

····'" 

Type of 
ipveatMnt 

obtained JV 
pend.t. 

obtained JV 
pend.t· 

obtained 'JV. 
permit-

,-
obtained JV 
permit. 

obtained JV 
permit, 

: :; _,_..,: •.;', 

obtained JV 
permit· 

obtained JV 
permit: 

obtained JV 
permit 

obtained JV 
permit,··. 

obtained JV 
permit 

obtained JV 
permit 

registered JV 

registered JV 

registered JV 

regiiltered JV 

Market CO!!!!!l!Pt 

,:; .. 

founded 1987 

founded 1988 

founded 1988 

founded 1988 

founded 1988 
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Compani•s inyolytd 
111Ytatin1 
copnt.rv 

Rail-<:OHTROL DATA US 
Control Data Corporation 
(US) 
v/ Industrial Ctnt.ral for 
Bltct.ronics, Ttchnoloo 
and Computers 

llESITA-RJ!NK W. Germany 
Renk A.O. (W. Germany) 
v/ Resit.a Engineering 
Works; Uzinexport.import. 

RIFIL Italy 
Romalfa (Italy) 
v/ Industrial Central for 
Synthetic Fibers 

OLTCIT France 
.... Citroen (France) 

v/ Industrial Central for 
Passenger Cars and 
Commercial Vehicles; 

.. ·Auto Dacia 

., ROLISHIP Libya 
National Company for 

, Maritime Tranaport (Libya) 
v/ Navrom 

' ·~·: . 
Renault (France) 

NALIF, INC 
·Nalif, Inc. (US) 
v/ Romania Export 

RAPID-ADMIRAL GAMES 
TOURISM 

ABM; Novomatic 
,. Aut.omatenindustrie und 

Handelsgea . (Auatria) 
. .-vf Rapid-Bucharest 

France 

us 

Auatria 

Burmilh· Oil w.· Germany 
v/ Combinatul Petrochemic 

'Piteati 

Typt of Pusintas 

manufacture & marketing 
of peripheral equipment. 
for computers 

manufacture of gears & 
marine transmiaaions 

manufacture of acrylic 
fibers 

Typt of 
invHt!ll!nt 

JV 
45% us 

JV 
49% W. Oerm. 

JV 
48% Italy 

~ '.- ' 

manufacture of passenger JV 
cars g, replacement parts ·, :)6%.-Frarice" 

.... ;4,: 

maritime shipping 'JV 
49% Libya 

production of Renault 12 license 

" manufacture unifo~ 

gambling and leisure 
centers 

.modernization:an'deve
lopment of production of 
lubricant oils 

JV 
· •55% 'Auatria 

.... , 

JV '. 

Madtt. 

Saudi 
Arabia 

Iraq 

CO!l!!!l!DSll 

founded 1973; capitalization - $4m 

founded 1973; capitalization - DH2Clm 

founded 1975; capitalization - $ 2.3111 

founded 1977; capitalization - FF500m 

founded ·1973; capitalization $21111 

previoualy produced under Dacia license since 1969 
~- .-

Nalif, Inc. is a trading company, it provides 
.'expertise.and supervises production methods 

foundation capital $12 111. 

"signed letter of intent (November, 1990) 
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lloaania--continued 

Compani11 inyolytd 
Inv1nin1 
countrv 

Hot chat Gel'll!D)' 

v/ Policolor 

Comatat Inv11tmtnt1 US 
v/ Miniatry of 
Communication• 

Sheraton; Holiday Inn US 
v/ Intreprlnderea 
Pentru Tourlam. Hotelurl 
ai J.eataurante 

Ai!SOCIATED AIRCRAFT/ML UK 
British Aerospace (UK) 
v/ Intreprinderea de 
Avione Bucuresti 

Bouygues France 

GEC-Alsthom 
v/ IMGB 

UK/France 

Colgat,e-Palmolive us 

Maison-Pierre Bae France 
v/ Trustul de Constructii 
si Montaj/TCM 

IOI Agrochemical• UK 

Deutsche Lufthansa 
v/ Tarom 

Intermercato 
v/ Electronica Factory 

Germany 

Italy 

Tvpt of luaint•• 
Typt of 
inytument 

production of painta. JV 
varniahea. and othtr 
chudcol prOducu 

inatall a aattllitt and JV 
cablt ttltcomaunicationa 
network 

hottl 11anageaent JV 
Hottl Bllcureati 

build jet airliners JV 

build an international JV 
trade center in Bucharest. 
modernization of hotels 

manufacture 1000 Mv steam JV 
turbines and turbines for 
nuclear power plants'' 

production of soap and i JV 
toothpaste. modernization 
od detergent production' 

' . 

construction of house's JV 

production of hybrid : JV 
grain 

passenger air service JV 

tourin. electronics .i coop 
marketing consumer goods 

Marktt Copg!ntt 

n11otiatin1 (Novtmber. 1990) 

prtlillinary agreemtnt (Stptember, 1990) 

US aubmitted a bid 

aigned letter of intent (November, 1990); $90 m. 
startup capital 

holding talks (December. 1990) 

negotiating (December, 1990) 

signed preliminary agreement (December. 1990) 

and accord to establiah a JV (December. 1990) 

plans to form a JV (January. 1991) 

holding talks on establishing a JV (October. 1990) 

held talks· on possible cooperation (December, 
.1990 
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~ llollani&--continued 
InvHtina 

Co!pfDill inyoly!d countrv 

Coca Cola us 

Toyota Japu 

T•l-canique Franc• 
v/ Titan le!!arch 
Inttitut! 

Kauf rina Germany 
v/ lomtrant 

Dov Chemical• (UK) us 
ICI/ Imperial Chemical UK 
Industries (UK) France 

Rhone-Paulene (France) W. Germany 
Manneuman (W. Germ. ) 

Nouvelles.Frontieres France 

US International Travel us 
& Tours 

Daimler-Benz W. Germany 

Rheinisch-Westfalisches w. Germany 
lllektrizitatsverk; 
Hochtief 

Pioneer Overseaa Awltria 
v/ Pundulae Inttitute 

Type of l!uaipe11 

bottlina plant• 

11rvic1a for anteilllobil11 

lllllmlfacture NC ~hint 
toolt 

-rket co~r goodt 

modernization of chemical 
and petrochemical 
production 

travel agency 

hotels 

manufacture buses 

construction of thermal 
coal-fired electricity 
generation plant• 

development. production. 
and marketing of various 
ttaple 1eed1 

Type of 
ipy!ttpl!pt Marktt 

JV 

coop 

coop 

coop 

coop 

coop 

Coppgtnu 

announced plant (November. 1990) 

n11otiatin1 with 11v1ral 1nterprise1 (November, 
1990) 

1ianed cooperation agretllll!nt (November, 1990) 

holding 1eparate negotiations with several 
chemical producers 

plans to open a subsidiary (June, 1990) 

plans to invest $4-$5 m. in construction of 20 
hotelt (August, 1990) 

holding talks of possible cooperation (April, 
1990) 

holding talks on possible cooperation (September, 
1990) 
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Bulgaria 
Revealed Comparative Advantage Indices, by Commodity 

COUNTRY SITC COMMODITY 128S 1286 1287 1988 1282 

Bu1gari.a OD-Live am.ala 4.SS S.06 6.16 6.86 8.67 
Bu1gari.a 01-Meat and praparationa 1.11 1.38 1.S9 1.6S 2.39 
Balgari.a 02-Dahy products and eggs 3.37 2.99 3.13 2.82 2.91 
Bu1garia 03-Fi.ah and preparationa 1.79 1.73 1.6S 1.94 2.46 
Bulgaria 04--Cereals and preparations 0.62 0.01 0.11 0.03 0.04 
Bu1gari.a OS-Fruit and vegetables 2.93 2.67 3.13 2.7S 3.SO 
Bu1gari.a 06-Bugar and preps honey 1.96 2.02 2.41 2.36 2.lS 
Bulgaria 07--Coffee tea cocoa spices 0.10 0.36 0.21 0.19 0.40 
Bu1gari.a 08-Aniaal feeding stuff 1.S7 2.14 2.98 3.SS 2.97 
Bulgaria 09--Misc food preparations 0.24 0.10 0.19 1.27 0.91 
Bu1garia 11-Beverages 2.54 3.01 4.23 s.22 S.S8 
Bu1garia 12--Tobacco and af rs 13.68 16~0S 14.SS 12.17 14.39 
Bulgaria 21--Hides,sk.ins,furs undrssd 0.77 0.46 0.17 0.20 0.73 
Bu1garia 22--oii aeeda,1111ts,brnela 2.31 1.41 1.76 1.73 3.16 
Bu1garia 23-Jtubber crude,synthetic 2.22 1.27 1.64 2.67 3.23 
Bulgaria 24--Wood lumber and cork 0.22 0.2S O.Sl 0.67 0.86 
Ba.lg aria 2S-Pulp and vaate paper 0.30 0.10 0.72 1.74 2.62 
Bulgaria 26--Textile fibres 1.91 2.18 2.28 1.22 0.95 
Bulgaria. 27--Crude fertlzr,minrls nes O.S4 0.93 0.30 o.so o.sa 
Bulgaria 28--Metalliferous ores,scrap 0.97 l.2S 1.16 1.43 0.98 
Ba.lg aria :Z.9-Crude am.al.,veg -t nes 2.:Z.2 2.21 2.S3 2.44 2.67 
Bulgaria 32--Coal,cok.e,briquettes 1.28 0.89 0.27 0.07 0.02 
Bulgaria 33--Petroleum and products 1.31 2.06 1.85 1.62 l.3S 
Bulgaria 34--Gaa natural and manuf ctd 0.33 0.10 o.oo o.oo 0.00 
Bal.garia 3S-Blectric energy o.oo 0.00 0.00 0.00 2.62 
Bulgaria 41--Animal oils and fats 0.27 0.08 0.4S 2.33 l.S7 
Bulgaria 42--Fixed vegetable oil,fat l.S8 l.S7 o.oo 0.02 0.13 
Bulgaria 43--Procesd anm1 veg oil.etc 1.06 0.62 0.02 0.48 0.09 
Bulgaria Sl--chem el8lll8llts,compounds 1.89 1.61 1.46 2.26 1.39 
Bulgaria S2--Coal,petroleum etc chema 10.19 lS.66 1.41 1.38 0.91 
Bulgaria S3--Dyes,tanning,colour prod 0.01 o.oo 0.01 0.07 0.0.1 
Bulgaria S4--Medicinal etc products 1.28 1.07 1.18 I.SS 1.49 
Bal.garia ss-Perfume,cleaning.etc pill 

, .. 
. /1.11 1.SO 1.66 1.80 1.82 

Bulgaria S6--Ji'.e,rtiliz.ers 111fn\1fac ture~ ~,~8 ~ . ./ t~~· 
. 8 •. 32 ... a.so 13. 72 

Bulgaria s 7--Explosives ,pyrotech prod · .. -.: 0.05 . ,, . o~'is 0.01 o.oo 
Bulgaria S8--Plastic materials etc · 1.23 0.76- o.so 0.61 0.60 
Bulgaria S9--Chemicals nes 0.27 0.27 0.49 1-.03 0.80 
Bulgaria 61--Leather,dressed fur,etc 0.04 o.os 0.06 0.20 0.32 
Bulgaria 62--Rubber manufactures nes 0.20 0.14 0.12 0.4S 0.70 
Bulgaria 63--Wood,cork manufactrs nes 0.82 O.S7 0.79 O.S4 0.24 
Bulgaria 64--Paper,paperboard and mfr 0.2S 0.24 0.23 0.2S 0.13 
Bulgaria 6S--Textile yarn.fabric etc 0.82 0.92 1.00 1.17 1.14 
Bal.garia 66-Nometal lliDeral afs Dell 0.18 0.22 0.45 0.60 0.42 
Bulgaria 67--Iron and steel S.40 4.88 3.89 2.s2 2.SS 
Bulgaria 68--Non-f errous metals O.S6 0.42 0.69 1.18 0.63 
Bulgaria 69--Metai manufactures nes 0.20 0.29 0.40 0.23 0.32 
Bulgaria 71--Machinery,non-electric 0.30 0.39 0.4S 0.48 0.49 
Bulgaria 72--Electrical machinery 0.21 0.26 0.31 0.30 0.3S 
Bulgaria 73--Transport equipment 0.02 0.01 0.03 0.02 0.03 
Bulgaria 81--Plumbg,heatng,lghtng equ 0.04 0.10 0.09 0.24 0.19 
Bulgaria 82--Furni ture 1.90 1. 76 1.67 1.68 1.45 
Bulgaria 83--Travel goods,handbags 1.32 1.43 1.61 1.92 1.60 
Bulgaria 84--Clothing 2.4S 2.36 2.27 1.94 1.94 
Bulgaria 8S--Footvear O.Sl 0.23 0.3S 0.27 0.61 
Bulgaria 86--Instrmnts,vatches,clocks o.os 0.04 0.08 0.15 O.lS 
Bulgaria 89--Misc manufctrd goods nes 0.14 0.30 0.27 0.33 0.33 
Bulgaria 91--Mail not classed by k.ind 0.19 0.14 0.11 0.17 0.14 
Bulgaria 93--Special transactions 0.13 0.13 0.19 I.SO 1.13 
Bulgaria 94--2oo animals.pets 1.38 1.80 S.44 S.98 2.61 
Bulgaria 9S--War firearms.ammunition 0.03 0.22 O.lS 0.06 0.33 
Bulgaria 96--Coin nongold,noncurrent 0.30 0.79 1.24 13.04 12.34 
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Czechoslovakia 
Revealed Comparative Advantage Indices, by Commodity 

COUNTRY 

Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
CzechoalovaJr.ia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
CzechoalovaJr.ia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
CzechoalovaJr.ia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 
Czechoslovakia 

SITC COMMODITY 

00--Live animals 
01-Heat and preparations 
02-Daizy products and eggs 
03--Fish and preparations 
04--Cereals and preparations 
05--Fruit and vegetables 
06--Sugar and preps honey 
07--Coffee tea cocoa spices 
08--Animal feeding stuff 
09--Misc food preparations 
11--Beverages 
12--Tobacco and mfrs 
21--Hides,skins,furs undrssd 
22--0il seeds,nuts,k.ernels 
23--Rubber crude,synthetic 
24--WOocl lumber and cork 
25-Pulp and waste paper 
26--Textile fibres 
27--crwle fertl.zr,minrls nes 
28--Metalliferous ores.scrap 
29--Crude animal,veg mat nes 
32--coal.,cok.e,briquettes 
33--Petroleum and products 
34--Gas natural and manufctd 
35-Electric energy 
41--Animal oils and fats 
42--Fixed vegetable. oil, fat 
43--Procesd anml veg oil,etc 
51--Chem elements,compounds . 
52~.petroleua etc chems 
53--Dyes,tanning,colour prod. 
54--Medicinal etc products 
55--PerfWiie,cleaning etc prd 
56--Fertilizers manufactured 
57-Bsplosives.pyrotech prod 
58--Plastic materialscetc 
59--Chemicals nes 
61--Leather,dressed fur,etc. 
62--Rubber manufactures nes 
63--Wood,cork manufactrs nes 
64--Paper,paperboard and mfr 
65--Tenile yarn.fabric etc 
66--No-tal llineral mfs nea 
67-Iron and steel 
68--Non_-ferrous metals 
69--Metal manufactures nes 
71--Machinery,non-electric 
72--Electrical machinery 
73--Transport equipment 
81--Plumbg,heatng,lghtng equ 
82--Furniture 
83--Travel goods,handbags 
84--Clothing 
85-Footvear 
86--Instrmnts,watches,clocks 
89--Misc manufctrd goods nes 
91--Mail not classed by kind 
93--Special transactions 
94--Zoo animals.pets 
95--War firearms,ammunition 
96--Coin nongold,noncurrent 

1985 

1.75 
2.41 
1.70 
0.12 
0.76 
0.87 
0.72 
0.07 
0.06 
0.00 
0.58 
0.03 
0.49 
0.01 
1.88 
6.42 
5.20 
0.54 
2.26 
0.50 
0.80 
4.93 
0.56 
0.33 
1.55 
0.49 
0.66 
1.56 
1.80 
_1.69 
0.80 
0.52 
0.12 
0.89 
3.21 
1.97-
0.49 

.0.65 
1.60 
2.94 
0.83 
2.92 
2.48 
3.48 
0.35 
0.67 
0.64 
0.31 
0.26 
2.62 
2.39 
2.79 
1.41 
2.28 
0.20 
0.74 
0.47 
0.10 

12.60 
0.25 
0.13 

1986 

1.33 
2.53. 
1.0]· 
0.13 
0.85 
0.88 
0.64 
0.09. 
0.06 
0.00 
0.64 
0.00 
0.32 
0.06 
1.59 
6.71 
5.69 
0.59 
2.63 
0.47 
0."59 
6.02 
0.55 . 
0.19 
0.64 
0.24 

·o.65 
1.01 
1.64 
1.44 
0.88 
·o.47 
0.09 
1.08 
3.43 
1.53:" -
0.36 

.. o·.15 
1.38 
2.89 
0.78 
2.71 
2.39. 
3.57 
0.29 
0.68 
0.66 
0.33 
0.28 
2.04 
2.02 
2.79 
1.28 
1.71 
0.18 
0.73 
0.39· 
0.09 

13.35 
. 0.36 

0.21 

1987 

1.24 
2.53 
1.51 
0.18 
0.81 
0.94 
0.75 
0.11 
0.05 
0.04 
0.66 
0.00 
0.29 
0.08 
1.93 
6.06 
4.93 
0.43 
2.82 
0.59 
0.58 
S.89 
0.71 
0.25 
1.24 
1.29 
0.33 
0.93 
1. 74 
2=~0 
0.94 
0.41 
0.11 
1.33 
4.94 
1.41 
0.39. 

. 0.73 
1.49 
2.53 
0.72 
2.65 
2.33 
3.50 
0.20 
0.63 
0.54 
0.38 
0.27 
1.95 
1.96 
2.54 
1.31 
2.08 
0.19 
0.73 
0.44 
0.08 

12.45 
0.47 
0.21 

1988 

0.97 
2.23 
1.31 
0.11 
0.81 
1.04 
0.82 
0.12 
0.06 
0.12 
0.66 
0.00 
0.29 
0.08 
1. 73 
5.95 
4.60 
0.49 
2.59 
0.73 
0.62 
4.94 
0. 77 
0.30 
0.33 
1.59 
0.86 
1.37 
2.00 
2.42 
0.95 
0.48 
0.14 
1.21 
5.14 
1.81 
0.52 
0.48 .. 
1.37 
2.01 
0.67 
2.56 
2.21 
3.58 
0.29 
0.64 
0.56 
0.31 
0.24 
1.68 
1.81 
2.04 
1.26 
1.92 
0.19 
0.68 
0.39 
0.59 

17.19 
0.27 
0.38. 

1989 

1.13 
2.37 
3.13 
0.12 
0.93 
1.09 
0.79 
0.10 
0.23 
0.43 
o. 71 
0.01 
0.44 
0.17 
1.93 
4.77 
4.41 
0.56 
2.68 -
0.73 
0.65 
5.06 
0.77 
0.32 
2.55 
0.84 
0.85 
1. 23 
1.92 

_2.08 
0.98 
0.42 
0.13 

1. 00 '· 
4.58 
1.12_ 
0.58-

.. 0.37 
1.39 
1.92 
0.85 
2.45 
2.14 
3.53 
0.33 
0.75 
0.54 
0.32 
0.29. 
1.64 
1.87 
1.92 
1.12 
2.22 
0.15 
0.60 
0.38 
0.50 

11. 73 
0.87 
0.60 
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Hungary 
Revealed Comparative Advantage Indices. by Commodity 

COUNTRY SIT!; COf:!MO!;!ITY 1285 1286 1287 1988 1989 

Bmlgary 00--Live aniaala 9.75 6.73 9.29 7.47 7.25 
Bangary 01-Meat and preparations 11.54 9.10 8.35 8.62 9.13 
Hungary 02--Dairy products and eggs 0.40 0.31 0.28 0.50 1.11 
Hungary 03--Fish and preparations 0.09 0.13 0.26 0.10 0.07 
Hungary 04--Cereals and preparations 1.17 1.54 1. 29 1.22 1. 37 
llaDgazy OS-Fruit and vegetables 2.32 2.45 2.71 2.Sl 3.0S 
Bangary 06-Sugar and preps honey 1.72 2.23 2.02 2.01 2.21 
Hungary 07--Coffee tea cocoa spices 0.31 0.40 0.50 0.65 0. 71 
Hungary 08--Animal feeding stuff 1.13 1.40 1.40 1.34 1. 36 
Bangary 09-lliac food preparations 2.81 2.SO 2.41 2.80 3.38 
Hungary 11--Beverages 1.14 0.97 0.91 0.88 0.83 
Hungary 12--Tobacco and mfrs 0.25 0.09 0.20 0.20 0.18 
Hungary 21--Hides.skins.furs undrssd 0.29 0.18 0.34 0.29 0.40 
llaDgazy 22-0:U. lleeda.-ts.brnel.a 3.01 2.77 2.49 2.07 2.52 
Hungary 23--llubber crude.synthetic 0.32 0.59 0.43 0.43 0.24 
Hungary 24--Wood lumber and cork 1.63 1.96 1.92 1.80 1.58 
Hungary 25--Pulp and vaste paper 0.02 0.01 0.03 0.01 0.02 
Hungary 26--Textile fibres 0.82 0.97 0.87 0.91 0.82 
Hungary 27--Crude fertlzr.minrls nes 0.35 0.53 0.50 O.S5 0.51 
Hungary 28--Metalliferous ores.scrap 1.61 1.03 1.24 1.25 1.22 
llaDgazy 29--Crwle am.ai.veg -t nes 6.32 s.ss S.47 S.34 S.lS 
Hungary 32--Coal.coke.briquettes 0.01 0.01 0.09 0.67 0.68 
Hungary 33--Petroleum and products 0.63 0 .• 94 0.83 0.74 0.66 
Hungary 34--Gas natural and manuf ctd 11.64 7.95 S.15 4.55 1.33 
Hungary 35--Electric energy o.oo 0.00 0.00 0.00. 0.00 
llmlgary 41-Aniaal. oils and fats 3.11 2.64 3.94 4.14 S.10 
Bangazy 42-Fizecl vegetable oil.fat 3.56 4.23 3.85 3.39 3.14 
Hungary 43--Procesd anml veg oil.etc 0.14 0.07 0.13 0.20 0.14 
Hungary Sl--Chem elements,compounds 2.20 1.84 1.92 1.96 1.80 
Bmlgary 52-coal..petroleaa etc chems 9.87 S.95 2.40 2.67 2.45 
Hungary 53--Dyes,tanning,colour prod 0.29 0.17 0.23 0.35 . 0.23 
Hungary 54--Medicinal etc products 1.83 2.12 1.49 1.31 1.20 
Hungary 55--Perfume,cleaning etc prd 0.30 0.36 0.21 0.23 0.25 
Bangary 56-P'ertilizers -.iufactured 6.53 4.37 3.81 3.77 3.47 
Bangary 57-Bsploaives.pyrotech prod 2.44 2.46 2.82 1.68 2.00 
Hungary· 58--Plastic materials etc 0.97 0.95 0.99 1.27 1.38 
Hungary 59-Chemicals· nes 0.56 0.33 0.36 0.39 0.41 
Bmlgary 61--Leather.clressed fur.etc 2.03 2.69 2.88 2.76 3.64 
Hungary 62--llubber manufactures nes 1.35 1.36 1.26 1.43 1.59 
Hungary 63--Wood,cork manufactrs nes 1.32 1.69 1.58 1.62 1.51 
Hungary 64--Paper.paperboard and mfr 0.17 0.20 0.21 0.19 0.26 
Hungary 65--Textile yarn,fabric etc 1.16 1.15 1.29 1.37 1. 23 
Hungary 66--Nonmetal mineral mfs nes 0.80 0.84 0.79 0.82 0.75 
Hungary 67--Iron and steel 1.34 1 •. 62 1.84 1.96 1.65 
Hungary 68--Non-ferrous metals 1.42 1.42 1.41 1.29 1.50 
Hungary 69--Metal manufactures nes 0.71 0.81 1.04 0.91 0.98 
Hungary 71--Machinery.non-electric 0.33. 0.37 0.33 0.36 0.39 
Huncary 72--Electrical machinery 0.70 0.66 0.63 0.63 0.65 
Huncary 73--Transport equipment 0.19 0.10 0.15 0.15 0.17 
Hungary 81--Plumbg.heatng.lghtng equ 1.14 0.94 0.88 0.98 0.91 
Hungary 82--Furniture 1.63 1.64 1.85 1.89 1.77 
Hunaary 83--Travel goods,handbags 0.98 1.10 0.84 1.09 1.26 
Bmlgary ~othing 2.83 2.91 2.74 2.78 2.62 
Hungary 85--Footwear 1. 74 1.64 1.65 1.67 1.59 
Hungary 86--Instrmnts,watches,clocks 0.20 0.19 0.20 0.18 0.14 
Hungary 89--Misc manufctrd goods nes 0.35 0.37 0.33 0.32 0.35 
Hungary 91--Hail not classed by kind 0.20 0.12 0.10 0.19 0.13 
Hungary 93--Special transactions 0.16 0.14 0.12 0.60 0.64 
Hunaary 94--Zoo animals,pets 24. 78 19.51 11.85 17.10 11.27 
Hungary 95--War firearms,ammunition 0.34 0.65 0.04 0.03 0.19 
Hungary 96--Coin nongold,noncurrent 0.62 0.31 0.29 1.24 2.17 



Poland 
Revealed Comparative Advantage Indices, by Commodity 

COUNTRY 

Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Po!and 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland 
Poland,· -
Poland 
Poland 
Poland 
Poland 

SITC COMMODITY. 

DO-Live -am.a:ls 
01--Meat and preparations 
02--Dairy products, and eggs 
03-P'iah and prep8ratioDB 
04--Cereals and preparations 
os-F~t and vegetables 
_06-SUgar and preps honey 
07--Coffee tea co~oa spices 
08--Animal feeding stuff 
09--Misc food P•eparations 
11--Bevl!•ages 
12--Tobacco and mfrs 
21--Hid~s,skins,furs undrssd 
22--<>il. aeeda.uuta.k.ernels 
23--Rubber crude,synthetic-
24--Wood lumber.and cork 
25--Pµlp and waste paper 
26--Textile fibres 
27--crude fert~r .. minrls nea 
28--Metalliferous ores,scrap 
29---crude animal.veg mat_ nes 

_ 32-<:oal..cok.e.briquettes -
. 33--Petroleum and products. 

34--Gas natural arid manufctd. 
35-Electric energy 
41--Animal oils and fats 
42--Fixed vegetable· oil, fat 
43--Procesd anml yeg oil .e.tc 
Sl--Chem elemeii'ts,compounds 
52-<:oal..petrolelia etc ch-
53--Dyes, tanning, colour prod 
54--Medicinal etc, products 
SS-~Perfume,cle~ning etc. prd 

. 56--Fertilizers _manufactured 
57--Explosives,pyrotech prod 
58--Plastic materials etc 
59--Chemicals ne_s• 
61--Leather,dressed fur.etc 
62--Rubber manufactures nes 
63--Wood,cork. manufactrs .. nes 
64--Paper,paperboard and mfr-

- 65--Textile yarn,1fabric etc 
66--Nonmetal mineral mfs ,nes 
67--Iron and steel 
68--fion-ferrol&B metals 
69--Metal manufactures nes 
71--Machinery,non-electric 
72--Electrical machinery 

. 73--Transport equipment 
81--plumbg,heatrig,lghtng- equ -
82-Furni.ture "- -
83--Travel goods.handbags 
84-<:l.othing 
85--Footwear : 
86--Instrmnts,watches,clock.s-
89--Misc manufctrd goods nes 
91--Mail not classed by_ k.ind 
93--Special transactions -
94--Zoo animals,pets 
95--War firearms,ammunition 
96--Coin nongold,noncurrent 

1985 

11.~5 

5.71 
0':41 
2.37 

- ·o.36 
2.25 
2.26 
0.42 
0.48 

.0:02 
·a.2j 
_0.39 
3.03 
~-44 
1.48 
3.31 
0.43 
o.3s _ 
7_.63 
0.92 
1.97 

2l.03 
0.18 
0.03 
S.43 
_0.34 
0.65 
1.15 
0.91 
2.70 
0.23 

... o.os 
0.08 
1.39 
1.35 

_0.37 
0 .• 93 
0.33 
0.38 
1.21 

- 0.41 
0.73 
_0.72 
-1.,23. 
2.72. 
0 .• 97 

1986 

~0.02 

5.18 
o.29 
2.23 -
0.18 
'2'.32 
2.60 
0.41 
.0.38' 
0.01 
-0.23 
_0.44 
3.2~ 

4.18 
i.51 
3.17 
0·;21 
0.29 
s. '11' 
0.42 
1.87 _ 

20 • .59 
0.22 
0.04 

10.94. 
0.10 
0.54 
0 .• 84 
1.08 

. 2.16 
0.30 

-o.os. 
0.10 
1.62 
1. 30, 
0.36 

- 1.00_ 
0'.4.1 
o .. 47 
1.49-
0.41 
o. 71. 
_0.91 
1,_34 
,2.49 
,1.16 -

Q.22 ·:i: _0.37 
0.25. 0.38 
0.4.3 - 0.25 
0.6/t 0.46 
2.09. 2.27 
0.69- 0.89 
1. 75 1.~95 

1.84 
0.12 
0.17 
0. 70 
0.1? 
6.35 
0.06 
0.22 

2.00. 
0.14 
0.18 
0.61 
0.17 

_S.92 
0.03 
0.98 

1987 

12.14 
5.53 
0.65 
_3.05 
0.11 
2.31 
2.54 
o.ss 
0.32 
0.10 
0.23 
0.25 
3.02 
2.07 

- 1.61 
- 2.89 
0.41 
0.33 
5.35 

. ·o.s8 
1.90 

20.41 
0.25 
o.os 
7.23 

- 0.96 
1.00 

- 0.88 
- 1.18 

2.34 
0.30 
0.13 
0.08 
i.'44 
1.54 
0.37 
1.08 
·o.s2 
0.48 

"i'~S9 
0.49 
0.77 
0.94 
L30 
2.45 
1.07 
0.26 
0.33 
0.46 
0.40 
2.53 
0.97 
2.04 
1.68 
0.14 
0.19 
0.56 
0.16 
4.22 
0.01 
0.25 

1988 

11.17 
4.49 
0.98 
2.53 
0.24 
2.49 
1.93 
0.46 
0.57 
o.os 
0.23 
0.18 
2.0S 
2.56 
1.35 
2.50 
0.31 
0.22 
4.30 
1.18 
1.87 

16.39 
0.16 
0.06 
7.65 
1.31 
0.69 
1.12 
1.07 
3.18 
0.59 
0.09 
0.07 
1.61 
1.08 
0.56 
1.66 
0.46 
0.54 
1.30 
0.44 
0.87 
0.90 
1.41 
2.85 
1.21 
0.32 
0.34 
O.Sl 
0.48 
_2.65 
1.01 
2.23 
1.SS 
0.12 
0.20 
0.45 
0.45 
6.15 
0.01 
S.98 

1989 

13.09 
4.08 
1.94 
2.61 
0.16 
2.95 
2.13 
0.45 
a.so 
0.09 
0.21 
0.22 
1.08 
4.50 
1.47 
2.30 
0.22 
0.27 
3.80 
1.14 
2.35 

15.71 
0.31 
o.os 
3.30 
1.43 
0.61 
1.10 
1.18 
2.39 
0.38 
0.07 
0.08 
1.84 
1.33 
0.57 
1. 71 
0.59 
0.54 
1.SO 
0.52 
o. 77 
0.91 
1. 70 
2.43 
1.18 
0.35 
0.41 
0.35 
0.79 
2.95 
1.06 
2.04 
1.43 
0.11 
0.18 
0.33 
0.48 
4.03 
0.10 
1.69 
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Romania 
Revealed Comparative Advantage Indices, by Commodity 

COUNTRY SITC COMMODITY 1285 1286 1287 1288 1282 

Romania oo--Live an:inials 0.53 0.47 1.24 0.38. 0.28 
Romania 01--Heat and preparations 1.11 1.42 1. 79 1.51 1.68 
Romania 02--Dairy products and eggs 0.19 0.10 0.33 0.67 0.73 
Romania 03--Fish and preparations 0.04 0.04 0.04 0.02 0.02 
Romania 04--Cereals and preparations 0.45 0.61 0.40 0.33 0.28 
Romania 05--Fruit and vegetables 0.61 0.6S 0.72 0.44 0.46 
Romania 06--Sugar and preps honey 0.26 0.32 o.so 0.43 0.36 
Romania 07--Cof fee tea cocoa spices 0.01 0.01 0.01 0.02 0.01 
Romania 08--Animal feeding stuff 0.01 o.oo 0.01 0.01 0.00 
Romania 09--Hisc food preparations 0.03 0.03 0.04 0.04 0.06 
Romania 11--Beverages 0.39 0.34 0.37 0.38 0.43 
Romania 12--Tobacco and mfrs 0.22 0.26 0.19 0.16 0.12 
Romania 21--Hides,slU.ns,furs undrssd 0.03 0.02 0.05 0.01 o.oo 
Romania 22--0il seeds,nuts,k.ernels 0.20 0.26 0.14 0.10 0.10 
Romania 23--Rubber crude,synthetic 0.89 0.78 0.41 0.47 0.29 
Romania 24--Wood lumber and cork 1.07 1.41 1.27 0.86 0.70 
Romania 25--Pulp and vaste paper 0.07 0.05 0.03 0.01 o.oo 
Romania 26--Textile fibres 1.12 1.57 1.34 1.35 1. 76 
Romania 27--Cructe fertlzr,minrls nes 0.09 0.16 0.16 0.20 0.22 
Romania 28--Hetalliferous ores,scrap 0.08 0.11 0.07 0.14 0.08 
Romania 29--Crude animal,veg mat nee 0,43· 0.46 0.48 0.55 0.53 
Romania 32--Coal,cok.e,briquettes 0.00 0~00 o.oo 0.00 0.00 
8aaan:ia 33-Petroleua and products 2.60 3.50 3.61 3.96 3.58 
Romania .34--Gas natural and manufctd 0.12 0.00 0.00 0.00 o.oo 
Romania 35--Electric energy o.oo o.oo o.oo 0.00 0.00 
Romania 41--Animal o1la and fats 0.26 0.07 0.06 0.02 0.01 
Romania 42--Fixed vegetable oil,fat 0.75 0.39 0.57 0.23 0.09 
Romania 43--Procesd anml veg oil,etc 0.67 0.25 0.11 0.02 0.03 
Romania 51--Chem elements. compounds · 1.34. 1.06 0.62 0.85 0.66 
Romania 52-Coal,petroleum etc chems 0.64 0.20 0.54 0.03 o.oo 
Romania 53-Dyes,tanning,colour prod 0.02 0.01 0.05 0.11 0.08 
Romania 54--Medieinal ate products 0.16 0.24 0.20 0.16 0.13 
Romania 55--Perfume,cleaning etc prcl 0.09 0.13 0.05 0.02 0.01 
•nman:la 56-J'ertili&era ammfactarecl 10.93 13.64 11.00 10.30 10.54 
Romania 57--Explosives,pyrotech prod 0.11 0.59 0.75 0.43 0.41 
Romania 58--Plastic materials etc 0.44" o.4r 0.32··. 0.39·. 0:36" -
Romania 59--Chemicals nes 0;11 0.10 0:10 0.11 0.13 
Romania 61--Leather,dressed fur.etc 0;37-- - ·o.38 0;36 .. 0.40• 0.37 
Romania 62--Rubber manufactures nee 0.49 0.58 0.76 0.78 0.72 
Romania 63--Wood,cork manufactrs nes 1.83 2.19 1.76 1.66 1.57 
Romania 64--Paper,paperboarcl and mfr 0.47 0 • .54 0.47 0.53 0.50 
Romania 65--Textile yarn.fabric etc 1.06 1.06 0.93 0.91 0.78 
Romania 66--Nonmetal mineral mfs nes 0.64 0.75 0.92 1.12 1.05 
8Dm1111:ia 67-Iron and steel 2.10 1.87 1.91 2.55 3.78 
Romania 68--Non-ferrous metals 1.02 1.92 2.27 2.55 1.82 
Romania 69--Met_al manufactures nes 0.57 0.64 o.62 0.56 0.63 
Romania 71--Hachinery,non-electric 0.21 0.21 0.19 0.20 0.17 
Romania 72--Electrical machinery .0.13 0.17 0.16 0.21 0.19 
Romania 73--Transport equipment 0.16 0.21 0.20 0.18 0.13 
Romania 81•-Plumbg,heatng,lghtng equ 0.37 0.50 0.48 0.55 0.71 
•aman:ia 82-Funiture 8.oa 8.75 9.28 9.31 10.15 
Romania 83--Travel goods,handbags 1.80 1.57 1.01 1.10 1.28 
8mmn:ia 84-Cl.othillg 3.52 3.55 3.46 3.58 3.45 
•aman:ia as-i'ootvear 2.39 2.10 2.09 2.56 2.38 
Romania 86--Instrmnts,vatehes,clocks 0.04 0.05 0.06 o.os 0.04 
Romania ·89--Hisc manuf etrd goods nes 0.21 0.23 0.21 0.19 0.23 
Romania 91--Hail not classed by kind 0.03 0.04 0.03 0.03 0.07 
Romania 93--Special transactions 0.06 0.0.5 0.06 0.15 0.13 
Romania 94--Zoo animals.pets 2.40 4.14 4.40 6.24 6.02 
Romania 95--ilar firearms,ammunition 0.01 o.oo 0.01 0.00 o.oo 
Romania 96--Coin nongold,noncurrerit o.oo o.oo o.oo o.oo o.oo 
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APPENDIX E 
SELECTED INFORMATION RESOURCES 



SBLBCTED IRFORKATION RESOURCES 

Books/Articles/Papers 

Air Transport World, 1989 Annual World Airline Report. 

Krister Andersson, "Taxation and the Cost of Capital in Hungary and Poland," 
IMF Staff Papers, vol. 38, no. 2, June 1991, pp. 327-354. 

Content: Compares the effective rates of taxation for an investor in 
Poland and Hungary. 

Thomas Apolte, "Monetary Policy in the Transition to a Market Economy: The 
Case of Hungary," Intereconomics, Vol. 26, no. 3, pp. 108-114. 

Content: Examine& pitfalls in monetary policy to be avoided when 
transforming from a centrally-planned economy, using Hungary as an 
example. 

Richard D. Bartel, ed., "Charting Poland's Economic Rebirth," Challenge, 
January/February 1990, pp. 22-30. 

Content: Interview with Jeffrey D. Sachs, discussing the comparative 
economic flux in IE and Latin America. 

Derek Blades, "The Statistical Revolution in Central and Eastern Europe,"~ 
Observer, no. 170, June/July 1991, pp. 13-19. 

Content: Discusses hov the statistical reporting offices should adapt 
their inputs, outputs and procedures to meet new policy requirements. 

Eduardo Borensztein, Hanmohan S. Kumar, "Proposals for Privatisation in 
Eastern Europe," IMF Staff Papers, Vol. 38, No. 2, June 1991, pp. 300-326. 

Content: · Discusses several proposals for wholesale privatization of 
public enterprises in Eastern Europe. 

Geogios N. Boukaouris, "Joint Ventures in the USSR, Czechoslovakia and 
Poland," Journal of International LaW, Winter 1989, pp. 1-53. 

Content: A comparison of joint venture laws in USSR, Czechoslovakia, 
and Poland regarding creation, operation, and ~issolution. 

Lawrence J. Brainard, Finance and Pebt in East-West Relations; pglic;y 
Challenges in an Era of Change, presented to the Japan-U.S. Joint Study 
Group on Trade, Finance, and Technology in East-West Economic Relations, 
Hawaii, January 1990. Nev York: Carnegie Council on Ethics and 
International Affairs, 1990. 
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Content: The debt situation in EE, the Soviet Union, and China, and nev 
directions in private and public sector financial assistance. Hakes 
policy recommendations for the optimal effectiveness of funds from the 
United States, Western Europe, and Japan to promote the growth of 
political pluralism and the transition to free market economies. 
Statistical tables are provided on debt, export, and commercial lending. 



Laurie H. Brank. "Perestroika in Eastern Europe: Four New Joint Venture Laws 
in 1989," Law & Policy in International Business. Vol. 21. 1989, pp. 61-32. 

Content: Nev joint vent~re laws and the political and economic 
environments in eungary, Yugoslavia, Czechoslovakia, and Poland~ . . ~ 

Phillip J. Bryson and Manfred Heizer, ·"Planning Refinement and Combine 
Formation in East German Economic Intensification," The Carl Beck Papers, 
No. 508, University of Pittsburgh Center of Russian and EE Studies. 

Content: GDR policies on addressing the problems of central economic 
planning. 

Guillermo A. Calvo, Jacob A. Frenkel, "From Centrally Planned to Market 
Economy," IMF Staff Papers, vol. 38, no. 2, June 1991, pp. 268-299~ 

Content: Examines the early stages of transformation of centrally 
planned economies into market economies. 

Irvin L. Collier Jr., "Bow a Negative Income Tax Would Resolve a Dilemma in 
German Monetary Union," accepted for publication by Eastern lurqpean 
Economics, Hay 1990. · 

Content: Negative income tax schedule_ concept that would allow the GDR 
government to convert wages and salaries on a one-for-one basis without 
endangering the competitiveness of businesses. 

Irvin L. Collier Jr., GDR Economic Policy during the Honeclter Ira. revised, 
Karch 1990. Original version presented at the 13th Annual Conference of the 
German Association in Milwaukee, October 7, 1989. 

Content: Economic changes during the Honecker era ihat wer~ largely, in 
the author's opinion, of minor significance; 

Susan H. Collins, Dani Rodrik, Eastern Europe and the Soviet Union in the 
_World Economy, Institute for International Economics, Washington, DC, Kay 

1991 •.. 
Content: Analyzes the economic _implications of likely developments in 
Eastern Europe and the.Soviet Union for the United States, the European 
Community, Japan, and the developing countries, particularly focusing on 
trade and capital flows. · 

"A Conversation with Hilton Friedman at the Prague.School of Economics," 
Columbia Journal of World Business, vol. .. 26, no~ 1, Spr~rig 1991, pp. 15-17. 

Discussion with Hilton Fr.i,edman at he Prague School of Economics. 
'.; 

"We asked 'What is your greate~t con~ern about expand_ing into Eastern 
Europe?'" Columbia Journal o'f World Busine·ss, vol. 26, no. 1, Spring 1991, 
pp. 18-19. 

Six high level executives of discuss their concerns ·in investing in 
Eastern Europe. 

"Country Profile: Bulgaria, Albania," EIU. Intelligence Unit 1986-87. 
Content: Data on national accounts, employment, _prices. wages, etc. 
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Michael Czinkota, "The EC '92 and Eastern Europe: Effects of Integrations vs. 
Disintegration~" Columbia Journal of World'Business, vol. 26, no. 4, Spring 
1991, pp. 20-27. 

Discusses actions the EC should take to encourage the private sector in 
Eastern Europe. 

i :. 

Deutsche Bank, "Special· Eastern Europe," February 7, 1990. 
Content: EC trade and cooperation agreements with EE countries and 
information on joint ventures in EE. 

Eastern Europe and the USSR: A Guide to Foreign Investment Legislation, 
Klynevelud Peat Harwick Goedeler, ·April 1990. 

Content: Investment laws in EE. 

"Eastern Europe's Economies What is to be Done?" The Economist, January 13, 
1990 pp. 21-26. 

Content: Reform in ·EE, the steps necessary in the transformation to a 
market economy, and the role of the Western governments. 

Zbigniew M. Fallenbuchl, "The Balance of Payments Problem and the Economic 
Crisis in Poland," The Carl Beck Papers, No 406, University of Pittsburgh 
Center of Russian and East European Studies. 

Content:. Poland's external economic relations frc>m 1945 to 1984; 
current structural problems; and observations on future prospects. 

Zbigniew M. Fallenbuchl, _"Polish Economy in the ·Year 2000," The Carl Beck 
Papers, September 1988, University of Pittsburgh Center for Russian and East 
European Studies. 

Content: Constraints on Poland's economic development in 1990s. No. 
industry-specif-ic info·rmation. 

Paul Freedenberg, •COCOK in a Period of-Change,_ presented to the Japan::..u.s. 
Joint Study Group on Trade, Finance, and-Technology in East-West Economic 
Relations, Hawaii, January 1990. New York: Carnegie Council on Ethics and 
International Affairs, 1990. 

Content: COCOK and its position vis-a-vis the Soviet Union and the 
People's Republic of China; the Toshiba-I<ongsberg Affair ·(vhich·involvecl 
the' selling of advanced technology submarine.-parts to the Soviet Union) 
and the subsequent Japanese export-control regime and coco~ reform: and 
the future of COCOK. 

Hilary F. French, "Green Revolutions: Environmental Reconstruction in Eastern 
Europe and the Soviet Union," Columbia Journal of World Business, vol. 26, 
no. 4, Spring 1991, pp. 28-51. 

Content: Discusses environmental problems and the environmental 
movements in the Soviet Union and Eastern Europe. 

"Future of the CHEA,"· World Bank Paper, March 28, 1990. 
Content: Reforms and prospects for CHEA. 
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Gale Research, Inc., Countries of the World. 1989, A Compilation of U.S. 
Department of State Reports. 

Content: Cultural, political, and geographic information by country. 

Institute for East-West Security Studies, "Managing the Transition, 
Integrating the Reforming Socialist Countries into the World Economy," 1989. 

Content: Analysis of, and recommendations for East/West integration 
process. 

The Institute of International Finance, Inc., "Building Free Market Economies 
in Central and Eastern Europe: Challenges and Realities," Washington, D.C., 
April 1989. 

Content: Assesses EE's prospects for successful transition from command 
to market economies. Analysis includes comparative statistics on living 
standards and data on foreign debt, trade balances, investment growth, 
and productivity. 

Jane's Railway Guide, 1989. 

Jane's Urban Transport Systems, 1989. 

Bartlomiej Kaminski, The Disintegration of COMECON: Can It Survive After the 
Collapse of Command Economic Systems?, presented at the "Socialism and 
Democratic Socialism" conference organized by the Tokai University European 
Center, Copenhagen, March 1990. 

Content: Historical background on COHECON and analysis of the reasons 
behind COMECON' s current terminal crisis situa.tion. 

Bartlomiej Kaminski, "External Dimension of Balance 'of Payments Adjustment in 
Eastern Europe," Osteuropa, Wirtschaft, 33, Jg., February 1988, pp. 122-
139. 

Content: Balance Qf paym_ent_ adjustment of the -six Bi economies (cifEA---- - ----
6) with the dual objective of assessing tile scope of external adiusbnent C..' 

and identifying sources of improvement in the CHEA-6 external position. 

Bartlomiej Kaminski, "Pathologies of Central Planning," Problems of 
Communism, March-April, 1987, pp. 81-95. 

· Content: Reviews the works of Andras Koves (The CHEA Countries in the 
World Economy: Turning Inwards or Turning Outwards); Janos .Kornai 
(Contradictions and Dilemmas. Studies on the Socialist Economy and 
Society) ;· David· Lane (The Soviet Economy and Society) ; Alec Hove 
(Socialism. Economics and Society); and P.T. Wanless(Taxation in 
Centrally Planned Economies). Examines the declining growth and 
economic performance of the CHEA countries over the past two decades and 
the causes thereof. Concludes that certain symptoms such as demographic 
and technological lags point to potential crisis and that the CHEA 
countries' poor economic performance is rooted in domestic (i.e. central 
planning) inefficiencies. 
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;.,_vid H. Kemme, "The Real and Monetary Impacts of Exogenous Economic 
Disturbances Upon Centrally Planned Economies: With an Application to 
Poland," The Carl Beck Papers, No. 405, University of ·Pittsburgh Center of 
Russian and East European Studies. 

Content: Real and monetary impacts of exogenous disturbances on the 
Polish economy. 

Peter B. Kenen, "Transitional Arrangements for Trade and Payments Among the 
CHEA Countries," IMF Staff Papers, Vol. 38, no. 2, June 1991, pp. 235-267. 

Content: Discusses alternative transitional arrangements for trade and 
payments among CHEA countries. 

Janos Kornai, The Boad to a Pree Economy. Shifting from a Socialist System: 
The Bxample of Hungary, Nev York: W.W. Norton & Company, 1990. 

Content: The tasks that lay ahead for Hungary in three major areas: 
ownership, macroeconomic stabilization, and the relationship between the 
economic and political spheres in Hungary. 

David Lipton and Jeffrey Sachs, "Creating a Market Economy in Eastern Europe: 
The Case of Poland." Paper presented at the Brookings Panel on Economic · 
activity, Washington, D.C. April 5-6, 1990. 

Content: A two-part study. The first part summarizes the prevailing 
economic and political conditions in EE and outlfnes ideas on strategy 
for comprehensive reform. The second part focuses on the Polish econoay 
and reform strategy. 

"Major Company Tie-ups last/West Germany Announced in 1990," Euromoney, April 
1990, p. so. 

Content: Table of joint ventures and cooperation agreements between 
GDR and West German companies. 

Paul Harer, "Dollar GNP's of the u.s.s.R. and Eastern Europe," Johns Hopkins 
University Press, Baltimore, 1980. 

Content: Insight into the problems related to the estimation and 
comparison of the GNPs and GNP growth rate of East Bloc countries. 

Paul Harer and John Hontias, "East European Integration and East-West Trade," 
Indiana University Press, Bloomington. 

Content: East-West integration and the role of foreign trade in the 
economics of CHEA. 

Harriet Matejka, "Hore Joint Enterprises within the CHEA,".Plamied Economies: 
Confrontine the Challenges of the 1980s, John P. Hardt and Carl B. McMillan, 
eds., pp. 171-189, New York: Cambridge University Press, 1988. 
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Content: Joint ventures in the CHEA (i.e. , trends·, development, and 
investment patterns). 



. ~· ·. 

Jeffrey R •. HcCord, "Global Finance & Investment Opportunities in Eastern 
Europe," Barron's, _March 12, 1990, pp. · 32-44. · · 

Content: Foreign investment environment in six EE countries, including 
references to several joint·venture agreements. 

~ .. 
Joze_Mencinger, "The_ Yugoslav Economy, Systemic, Changes,' '1945-1986;• The Carl 

Peck Papers, No. 707, University of Pittsburgh Center for Russian and East 
European Studies. 

Content::. The development of Yugoslavian economy during the following 
peri9ds:. (1)_ -Acim~nistrative Socialism, 1945-52; (2) Adai.nistrative 
Market Socialism, 1953-73; (3) Market Socialism, 1963-73; and (4) 
Contr.actual Socialism, 1974-present. ' 

.. 
Pete~ Mur~ell, The Nature·-of Socialist Economies, Princeton Univers~ty Press, 

Princeton, . NJ, 1990 • 
.. Content: Examines,.neoclassical and Schumpeterian theories using foreign 

. ·.,trade ..:stat.istics to interpret the behavioral reg\ilarities of socialist 
systems. 

OECD. C.Q!llJDitt~.on Financial Markets, "Estimate of East European Debi and Debt 
Service," .November 1989, OBCD-Note by Secretariat. · · '-

Content: OECD estimates of•the hard currency debt and debt service of 
-BB. ~o~ntries as of 1988; evaluation of the existing data on II debt. Mo 
.·indu·stry-specifi¢ 1information. 

OECD Working Party of the Trade: Committee - Bast/West Financial 'Experts, · 
"Current Issues in Bast West Economic Relations," November 1989, OBCD-Note 
by Seci:etariat. 

Content: General -tren.d of reform process in BE,· including perceptions 
, _of joint. ventures.•'· No industry-specific information. 

OBCD Worlcing -r°arty of th:e-·Trade Committee - Bast/West F·inancial Experts, 
"Developments in .East European Economies and in Bast/West Trade and 
Financial Relations, 1988-89," November 1989, OBCD-Note to Secretariat. 

Content: The overall economic situation in BE as well as the recent 
.'.., .. development .in East-West trade and financial relations. Individual··~ · 

country write-ups are included on the USSR, Poland, Hungary:, the GDR,' 
.) Czechoslovakia, Romania, and Bulgaria• 

Maurice J. Oli~ier, "Eastern Europe: The Pat~ to Success," Columbia Journal of 
World .Business.,_. vol-. 26:, no. 1, Spring 1991, pp\ 10:.:..14. 

Content:·Examines different factors businesses should consider·vhen 
investing or deciding whether to invest in CEE countries. · 

ICazimierz z.· Poznanski';.: "The Competitiveness of Polish Industry and 
Indebtedness," Cred·i.tworthiness and Reform in Poland 0 Paul Harer and 
Wlodzimierz. Siwinski, eds., Bloomington, Indiana: 1988~ ·pp; 45:...59. 

Content: Polish competitiveness during 1970-1985, the role of foreign 
debt, and the future of Polish export capabilities. Some industry
specific information provided. 
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ICazimierz z. Poznanski, "Economic Determinants of Technological Performance in 
Bast European Industry," Eastern European Politics and Societies, vol. 2, 
no. 3, Fall 1988, pp. 577-600. 

Content: Concludes that the failure of centrally planned economies is a 
systemic, rather than a latecomer-type problem. Reports statistics from 
BUROSTAT on technologically advanced goods, engineering products, and 
machinery and transport equipment. 

ICazimierz z. Poznanski, "International Diffusion of Steel Technologies: Time 
Lag and the Speed of Diffusion," Technological Forecasting and Social 
Chanee. 23, 1983, pp. 305-323. 

Content: In the context of analyzing the diffusion of two major 
innovations in the steel industry, the oxygen steel process and 
continuous casting, the notion that latecomers are able, in all cases, 
to adopt new technologies and diffuse them more rapidly than the 
pioneers and early adopters of technological innovations is challenged. 
BB is cited as the slowest diffuser overall. Related industry-specific 
data provided. 

ICazimerz Z. Poznanski, "Opportunity Cost in Soviet Trade with Eastern Europe: 
Discussion of Methodology and Nev Evidence," Soviet Studies, vol. XL, no. 2, 
April 1988, pp. 290-307. 

Content: Author's research suggests a cyclical pattern of resource 
transfer with the Soviet Union and BB periodically aiding each other. 
Industry-specific data offered for the energy (oil and gas) and the 
machinery and transport equipment industries_. 

l'.azimierz z. Poznanski, "Patterns of Technology Imports: Interregional 
Comparison," World Deyelopment, vol. 14, no. 6, 1986, pp. 743-756. 

Content: Compares and contrasts HB and Latin American (specifically 
Brazilian, Argentinean, and.Mexican)_ patterns of borrowing money and 
technology from the West, Western foreign equity investment, and 
systemic differences·: examines"'the ·tmplications of· these-factors for 
competitiveness in OBCD markets. 

l'.azimierz z. Poznanski, "Substituting Southern for Western Markets: Options 
Before Bast Burope," supported in part by the Fritz Bndovment in 
-International Studies at the Henry Jackson School of International Studies, 
University of Washington. 

Content: The barriers to developing countries' markets faced by II. 
Includes IMF statistics on II/Soviet Union trade with the developing 
countries, and industry-specific data from the United Nations on 
machinery and transport equipment. 

"Conference on the Failure of Communism: The Western Response," The Radio 
Free Europe/Radio Liberty Fund, November lS, 1989, Washington, D.C. 
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Content: Current political, economic, and ethnic situation in II and the 
Soviet Union. 



Bolger Schmieding, "Issues in Priv:atisation," Intereconomics, vol. 26. no. 3, 
May/June 1991, pp.103~107. · 

Content: Discusses factors that should be considered as ex-socialist 
countries·privatize~ 

Soyiet Union and Eastern Europe: Trade Status. prepared for the Japan-U.S. 
Joint Study Group on Trade, Finance, and Technology in East-West Economic 
Relations. Hawaii, January 1990. Coudert Brothers. Attorneys and Counselors 
at Law, Washington. D.c .• 1990. 

Content: Data in chart form for Bulgaria. Czechoslovakia. the GDR. 
Hungary. Poland, Romania. the USSR, and Yugoslavia in such areas as MFN 
status, GSP status, OPIC, BXIM, BC Emergency Assistance, and membership 
in IMF, GATT, IFC, and World Bank. 

Richard C. Staar, ed., "Council for Mutual Economic Assistance: Division and 
Conflict on Its 40th Anniversary,!' 1989 Yearbook on International Communist 
Affairs, Hoover Institution Press; 1989, pp. 413-431. 

Content: Historical background and the institutional framework and 
functional scope of the CHEA. Examines the sources of crisis within the 
CHEA that have caused it to impede economic reform and restructuring. 

Nobuaki Tanaka, The Implications of the Historic Changes in Bast-West 
Relations for the Security Bnyironment in the Far East, prepared for the 
Japan-u.s. Joint Study Group on Trade, Finance and Technology, Hawaii, 
January 1990. International Institute for Global Peace, 1990.· 

Content: Global changes·beginning· to influence international relations 
in the Far Bast. Expresses concerns over the construction of a security 
framework adequate for the new international environment • 

. l •• 

United Nations, Economic Commi~sion for Europe, East-West Joint Ventures. 
Economic. Business. Financia) and· Legal Aspects,- New· York, 1988. 

Content: Economic, .,business_, . financial, and iegaf ·aspects of East-West 
joint ventures. 

U.S. Central Intelligence Agency, "Eastern Europe: Long Road Ahead to 
Economic Well Being," paper presented to the Technology.and National 
Security Subcommittee of .the Joint Economic Committee, U.S. Congress, 
April 16, 1990. 

Content: Overview of economic reform in EE, problems encountered by the·· 
region, and support given by Western countries. 

U.S. Central Intelligenc~ Agency, The World Factbook, 1989. 

U.S. Department of Commerce, "Doing Business in Poland," January 1990. 
Content: Overview of the business climate in Poland. 

U.S. Department of Commerce with assistance from the American Embassy Prague. 
1990 Economic Trends Report: Czechoslovakia, January 1990. 

Content: Overview of the Czechoslovak economy, updated -I~u1uary 1990. 
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U.S. Department of State. Country Reports on Economic Policv arid Tr~de 
Practices, S. Prt. 101-85, _February 1990 .•.. 

Content: Economic policy and trade practices in the GDR~ Hungary, 
Poland, and Yugoslavia. 

U.S. International Trade Commission, Office of the General Co~sel. U.S. l.aws 
and U.S. and EC Trade Agreements Relating to Nonmarltet Economies, Karch 
1990. . . 

Content: Description and text of U.S. and EC •greements with EE _ 
countries. 

, :- . 
Christopher Wellisz, "Privatizatio·n in Poland: The Problem of Valuatio~." 

Journal of International Affairs, vol. 45, no. 1, Summer 1991, pp. 247-270. 
Content: Examines privatization in Poland and the role of valuation of 
public property as a step towards privatization •. Recommendsaba:ndqning 
valuation and rather privatize through a widespread distribution.of 
shares. · 

Stanislaw Wellisz, "The Lessons of Economic Reform: The P~lish Case~" 
Jou[Ml of International Affairs, vol. 45, no. 1, Swarner ·1991, pp. 165-180. 

Content: lxamines the difficulties encountere4 in adopting market 
practices in Bast Central Europe. 

John Williamson, The Economic <>.pening of Eastern Europe~ Instit~te fo~ 
International Economics, Washington, DC, Kay '1991.. . · 

Content: Focuses on Central and Eastern Europe's future exterul 
policies regarding currency convei-tibility, trade and ~change ~a,tes. 

Arlene Wilson, 
Union," CRS 

Content: 
economic 

"Currency Convertibility in East.ern.~urope and the Soviet 
Report for Congress, April ·25, 1°990. . · . · · , . 

The effects of currency convertibility on foreign trade, 
reform, and foreign investment in EE and'the,.Soviet Union. 

The World Bank, Country Economics. Department, "Enterprise ~form and 
Privatization in Socialist Econ0mies," April, 1990~ 

Content: An analysis of enterprise reform (~aero> .. in IE. 

The World Bank, Infrastructure Operations Division,· Poland - Tram~pOrt Sector 
tfemorandum, February 1990. 

Michael L. Wyzan, "The Small Enterprise and Agricultural Initiative~ in 
Bulgaria: Comment on Robert J. Mcintyre," Soviet studies, vol. XLI, no. 4., 
October 1989, pp. 646-653 
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Content: Evaluation of agro-industrial integrat~on and.the 
socialist/individual-sector nexus in Bulgarian agriculture. 



Serial Journals/Perioclicals 

Air Transport World 
Content: Current news articles on airlines, airports,"and facilities. 

Business Opportunities in Eastern Europe 
Content:- EE ·companies inter~sted' in establishfhg joint venture 
arrangements. 

European Report 
Content: Articles relating .. to negotiations on new trade and investment 
agreements between the BC and EE countries. 

Export-Import Newsletter 
Content: Current BXIH projects, as· well as p~o'j'ect proposals. 

Financial Times . 
Content: Current news articles on policy, economics, world trade, and 
international business. 

ForeiKn Economic Trends arui Their Implications for the United States 
Content: Annual international marketing information prepared by 
American Embassies for their respective countries. 

Hungarian News Agency, Weekly Bulletin 
Content: Joint ventures between Western and Hungarian companies. 

Inside U.S. Trade 
Content: Current articles on actions taken by the Administration or 
Congress on trade agreemen1:s with EE countries. 

--International teKal HaterialS. -- · --- ------
Content: Reprints of.bilateral or multilateral agreements on trade or 
investment between BB and Western countries. 

International Trade and Investment Newsletter 
Content: International trade agreements and investment projects (i.e., 
OPIC and BXIH). 

International Trade Reporter 
Content: - Current news articles on agreements and trade. 

Jane's Airport Review 
Content: Current news articles on airports business and ATC. 

Journal of Commerce 
Content: Articles relating to new trade agreements between EE and 
Western countries. 
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Official Journal of the European Communities 
Content: Various bilateral and EC trade and investment agreements with 
EE countries. 

PlanEcon Report 
Content: EE and the Soviet Union _economies, includi~g reports on 
investment. 

Reuters news service. 
Content: Articles describing joint ventures between EE and Western 
companies. 

Horld Wide Shipping 
Content: Current nev articles on shipping and por~ facilities. 

Business Eastern Europe 
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Content: News briefs on current business, joint ventures, .and financial 
activities. 



Serial Joupuals/Perioclical_s . 

Air Transport World 
Content: Current news articles on airlines, airports, and facilities. 

Business Opportunities in Eastetri Europe 
Content: EE companies interested in establishing joint venture 
arrangements. 

European Report 
Content: Articles relating to negotiations on new trade and investment 
agreements between the BC and EE countries. 

Export-Import Newsletter 
Content: Current BXIK projects, as well as project_ -proposals. 

Financial Times 
Content: Current news articles on policy, economics, world trade, and 
international business. 

Foreian Economic Trends and Their Implications for the United States 
Content: Annual international marketing information prepared by 
American Embassies for their respective countries. 

Hungarian News Agency, Weekly Bulletin 
Content: Joint ventures between Western and Hungarian companies. 

Inside U.S. Trade 
Content: Current articles on actions taken by the Administration or 
Congress on trade agreements with EE countries. 

International Leaal Materials 
Content: Reprints of bilateral or multilateral agreements on trade or 
investment between BB and Western countries. 

International Trade and Investment Newsletter 
Content: International tr•de agreements and investment projects (i.e., 
OPIC and BXIK). 

International Trade Reporter 
Content: Current news ar~icles on agreements and trade. 

Jane's Airport Review 
Content: Current news articles on airports business and ATC. 

Journal of Commerce 
Content: Articles relating to new trade agreements between EE and 
Western countries. 
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Official Journal of the European Communities 
Content: Various bilateral and BC trade and investment agreements vith 
EE countries. 

PlanEcon Report 
Content: EB and the Soviet Union economies, including reports on 
investment. 

Reuters news service. 
Content: Articles describing joint ventures between BE and Western 
companies. 

World Wide Shippini 
Content: Current new articles on shipping and port facilities. 

Business Eastern lurqpe. 
Content: News briefs on current business, joint ventures, and financial 
activities. 






