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INTRODUCTION

This study has been elaborated as a continuation of the
research activify conducted in our institute, bearing the title
"Situation of agricultural trade in the region and the poten-
tials of future cooperation". We are amidst the process of the
change of political and economic regime in the countries of the
region and the signs of evolvement are not unambiguous yet, how-
ever, we consider it as justified and important to outline a
picture on the region's countrigs which would illustrate the
rapid changes following the long period of stagnation, in parti-
cular the general economic situation of the region, the crises
that have developed, the similarity of their nature, the dif-
ferences in terms of their size. Also, we detail in this study
the causes and consequences of the disintegration of the former
economic structure and organization, the situation of the in-
flation and unemployment, the termination of the COMECON as an
integration and the coming into existence of the Visegrad Pact
as a loose form of integration.

However, the countries of the region deserve attention not
only in respect of their being the potential markets of the Hun-
garian agriculture and food industry and also being the terri-
tories for a new international cooperation to be developed
later on but the region's economic reform processes, the diffe-
rent therapies (shock therapy or continuous transition, respec-
tively), the other means of privatization and of the change-
over to market economy, the positive and negative phenomena of
the transformation of the trade - first of all the foreign
trade - with special regard to the foreign trade of agricultu-
ral préduce, may serve as good or bad examples in the course of
theAHungarian economic transformation. From both points of view
the general economic situation and within this the situation of
and changes in the agriculture in the countries of Eastern

Europe deserve attention.




The disintegration of the region's traditional economic

relationship scheme resulted in several new phenomena. Within
this, the abrupt growth of the proportion of barter and media-
tion trade (triangular transactions) is of high importance.
The new-type regulation and organization caused mostly dis-
advantages to us; the transfdrmation of the character of for-
eign trade relations affected the volume and composition of
our agricultural exports to the region unfavourably. In our
study, we deal with both the theoretical and practical issues
of the mediation trade. :

We have treated the wide spreading of the mediation trade
as an especially important issue being a new phenomenon that
can be experienced in the agricultural trade of the region
for same years and the reasons involved, respectively. Of
course, this group of issues significantly goes beyond both
the agrarian sphere and the foreign trade sphere and it is
strongly associated with the general economic situation of
the region and, with;n this, that of our country, as well as
with our financial and financing problems. Of course, the
worsening of the solvency to a great extent, furthermore the
strongly marked economic, military and frontier changes that
have taken place in the region, have also substantially trans-
formed the form and scope of cooperation and the organizations
involved, including the replacement of the staff and the ap-
pearance of new (or new-type) entrepreneurs which also im-
plied the breaking up of old felations to a great extent. With
the change in the producer's and foreign trade organizations
we deal mainly in terms of its connection with the mediation
trade.

The financing problems affect not only the foreign trade
transactions but also the whole agrarian sphere, however, a
detailed examination of if would go beyond the framework of
this study. Also, the privatization in the region played a
role in the changes under survey; we have not examined the how
of it, we have only examined its effects exertéd on this

group of problems. : -



With regard to the fact that in: our bepartment research
projects have recently been and is being implemented during
which we have reviewed (in chronological order) the changes
that had taken place in the agricultural economy and agricul-
tural foreign trade of Czechoslovakia, Poland, Russia, the
Ukraine and the erstwhile GDR and the research of certain is-
sues relating to the change of markéts of the hungarian food
economic expofts belongs to our tasks to be completed this
year, therefore we have discussed this scope in the framework
of this study to an extent inasmuch it has been indispensable
in respect of examining the major issues. This year, we have
continued to conduct our research activity relating to the
possibilities of agricultﬁral foreign trading with Russia and
the Ukraine; in this study we have not dealt with these coun-—
tries specifically but in a way and to an extent as to pre-—
sent the correlations in the region.

We detail the issues of regulating the agricultural mar-
ket, the agricultural market regime and the agricultural ex-
portation in connection with the changes in the agricultural
trade in the region and with the mediation trade, respectively.

With regard to the fact that the processes have not been
completed yet and the extreme phenomena (putsches, civil wars,
embargos) that can be experienced here and there and the signs
of economic chaos, the uncertainties of the regulation in cer-

.tain countries of the region, the sudden stops of reform pro-
cesses from time to time do not allow us to have a clear view

in every respect and to draw unambiguous conclusions. At the
same time the role of the region in the Hungarian agricultural
exports is still indispensable despite the volume as it has
decreased by now. Due to these facts, it is reasonable not to
consider our research activity conducted in this regard as ac-
compiished but to revert to this topic later on. It is especial-
ly essential to analyse, later on, the Central and Eastern Eu-—
ropean agrarian policies of the period of change as well as

to subject the process of transformation of the economic organi-

zations to further research work.




1. General situation of the region

Simultaneously with or subsequent to the change of poli-
tical regime, the economic reform processes were launched in
all countries of Eastern Europe and, where these processes
had begun formerly, they began to accelerate. (In the follow-
ing brief review I do not discuss Hungary specifically, the
Hungarian data in.the tables are for comparison or, in some
cases, for completeness.)

The general crisis phenomena of the region's countries
i.e. the general decline in the production, the rapid growth
of the inflation rate, the growth of unemployment, the drop
of real wages and of the living standard are, in general,
typical but their extents show substantial differences. A
significant difference is also available among the iﬁdividual
countries in respect of when the decline in the economy start-
ed. First, the worsening of economic indices can be experi-
enced in Poland where the GDP began to decrease as early as
at the turn of the 1980s and the years 1981-1985 saw an aver-
age annual decline of 0.8 per cent.

At that time, the value of the GDP still grew in the
other Eastern European countries, though in Yugoslavia, the
rate of growth was already very low.

The worth of the Gross Domestic Product was growing only
in the Soviet Union and in Czechoslovakia in the second half
of the 1980s whereas, in Poland, the decrease continued
(though at a lower rate than in the preceding 5 years). In
Rhmania, an annual average decline of 3.5 per cent can be
seen as early as in the above-mentioned S5-year period.

The year 1990 was the landmark when the GDP. of the erst-
while socialist countries began to decrease (to smaller or
greater extent, respectively)..This decrease continued in
1991-92 and the production declined by even more than 20 per
cent in the countries suffering from war (Croatia, Small-
Yugoslavia,

Armenia, Azerbaidzhan).
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Also Poland was the first country where the inflation
began and it exceeded 60 per cent as early as in 1988 and,
by 1990 the hyper-inflation occurred as well: the inflation
rate was nearly 600 per cent. Similar phenomena took place
in Yugoslavia, too, where the hyper-inflation in 1989 result-
ed in a more than 12-times price increase and, still in 1990,
a nearly 6—time price increase could be seen. In the succes-,
sor-states of the Soviet Union the inflation became intensive
as late as in 1991 and the signs of hyper-inflation appeared
in 1992-93 (9 to 10-times price increase per annum). So far
both successor-states of Czechoslovakia have got off most
easily as regards the attack of the inflation. The highest
inflation index developed in the Slovakian Republic: 61 per
cent in 1991. (The inflation indices of Hungary are lower
than that but the tendency proves lasting.) The signs of hy-
per-inflation can also be observed in Bulgaria and in Rumania
where there was not more than 2 to 3-times price increase
during one year but lasting inflation tendencies can as well ~
be seen.

The post—socialist societies could already encounter
with the inflation phenomenon in the case of Poland but the
unemployment appeared as a new phenomenon in the region, at
the end of the 1980s. The requirement for "full employment"
was though not met by Yugoslavia as early as in the second
half of the 1980s either (Yugoslavia was "different" from the
group of socialist countries ‘in other respect, too), the un-
employment there reached 10 per cent as early as in the years
mentioned hereabove.

The unemployment appeared tg a greater extent in 1991-
1992 in the countries of the region with the collapse of some
branches which was caused among others by the incompetitive-
ness of the branches and the lack of effective market demands.
(As for its nature, the unemployment here is different from
that in the countries of developed market economy.) As for
the whole of the region, the worsening of this index, too, is

becoming more and more intensive in the recent years.




Although the exactness of measuring the real wages 1is
disputable, it can be regarded as almost natural that. the
consumer's price inflation was not the least followed by the
increase in wages in the Eastern European countries, thus the
index of real wages was of negative sign in 1990-91-92, apart
from some exceptions.

In the erstwhile socialist countries, the shortage and
surplus appeared at a time which, among others, refers also
to the fact that the distribution system functioned at an
even lower efficiency than the other sectors of the economy.

i The COMECON, as an integration, ceased to exist and

L thereby the products of the region's countries are no more

‘ granted the protection in each other's markets which had been
granted by the former inter-state trade. This kind of trade
represents substantial differences in every respect, featured
by providing the security of selling the goods, market stabil-
ity, prices, ratios of exchange of goods, imported items ne-
cessary for the production and by monopolistic company partner—‘
ship alike.

Signs of the economic crisis are, among others, the for-
eign and domestic indebtedness, the shortage of foreign ex-
change, the general iack of capital, the impoverishment of .
‘the population and the polarization of consumer's strata.

The foreign indebtedness of the Eastern European coun-
tries have continued to increase in the recent years, though
they "gathered" their really large debt stock during the
1980s. In 1992, Poland and Hungary could moderate their debt
stocks to a small extent whereas the debt stock of the other

\ countries has increased. And, the countries that are not in-
debted e.g. Rumania, are - as a matter of fact - in thé stage
of "deferred indebtedness" since there is a shortage of capi-
tal being greater than the average there in terms of invest-
ment projects (andvalso of the level of consumption.

It is characteristic of the crisis in the ‘region that a
very great number of companies is becoming bankrupt which was

not imaginable in the former régime.. (E.g.

in 1993, in Rumania
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112 companies became bankrupt; several companies of them were
compelled to close.down.) Also the extremely long chain of
companies owing to another company was typical. Despite this
fact, an IMF-study deems: "the small number of companies that
have so far become bankrupt is surprising". The hankruptcy
cases affect both the old companies and the newly established
ones. Knowing the high risk of establishing new enterprises, .
the IMF's statement quoted hereabove can be understood.

The political change in these countries also involved .
the change of the economic system which was also followed by
the reorientation of the foreign economy. With the transforma-—
tion of the foreign trade composition, the orientation towards
countries changed as well: the dominance of the foreign trade
relations among the region's countries ceased and partly deli-
berate, partly spontaneous elements strengthened, in every
country the orientation towards developed Western market eco-
nomies. This came in a relatively developed European countries
up to the idea of joining the Common Market and up to negotia-
tions in this regard, respectively. The countries of the re-
gion intend to prove that they are more suitable for being ad-
mitted to the EC than anyone else.

"The Visegrad Three'" (then "Four") signed as early as in
1992 an Association Pact with the EC and subsequently in 1993
Rumania and Bulgaria also signed such a pact. The trading with
the EC based on the most-favoured nation principle, dates back
to a still earlier date and all countries of the region joined
the general system of preference (GSP) of the EC. Also since
1990 an approach toward the other Western European integration,
to the EFTA. The countries of the region, with the exception
of the member-countries of the former Soviet Union, of the ex-
Yﬁgoslavia and Albania, concluded free trade agreements with
EFTA. Also since the end of the 1980s the relation of the re_
gion with the United States of America began to strengthen.
This new foreign trade reorientation has not only loosened the
foreign trade ties among the countries of the region but it

has in part also served as a basis for the development of




triangular transactions. Namely, the Eastern European traders
have appeared with their offers to an extent resulting in a
still greater oversupply than before in the developed western
markets being buyer's markets anyway, while in some Eastern
European countries there had been a substantial demand for
these very commodities. This demand, however, was only rarely
accompanied by solvency and the state intervened in the bar-
ter deals becoming more and more current in the mid-1980s and
at the end of the 1980s by various prohibitive measures,
therefore western traders well provided with capital, backed
up by private banks and by the government, could only stand
the competition. We have lost our former competition benefits
in these‘markets to a decisive extent. In this regard I refer
to the statements made by a study issued formerly by our In-
stitute: "Our competition benefit in the Eastern markets are
constituted first of all by the neighbourship, the small
transport radius and the traditional relations. Nevertheless,
the exaggerated optimism is not reasonable in respect of these
markets either, namely, due to the oversupply of agricultural
produce all over Europe, those having surplus goods are ex-
pected to make the possibilities of selling the Hungarian ag-
ricultural surplus produce in these markets more difficult."
It is characteristic of the foreign trade turnover of the
region that the exports decrease along with the decreasing
production, the imports stagnate or in;rease (apart from cer-
tain cases) therefore the debt position of the region con-
tinues to worsen. Also the change of markets incidental.. to
the reorientation of foreign trade is characteristic: the
growing share of the western region both in the export- and
in the import-markets, and the decline in the foreign trade
among the countries of the region. Due to the decrease in the
competitiveness of processed products produced in Eastern
Europe, the compoéition of the foreign trade turnover con-
tinues to worsen and in the exports a growing‘share is repre-
sented by the raw materials and energy carriers whereas in

the imports the share of processedbproducts grow.



15

It is characteristic of the foreign trade turnover of

the Easter-Western regions that the EC's foreign trade bal-
ance with Easter-Europe showed, till 1990 a deficit. In 1991
this tendency was reversed and there is a growing export
surplusvfrom the EC over the region. This appears as a
strongly marked export surplus first of all in respect of
Germany, since Germany has a share of 56 per cent in the
EC's exports to Eastern Europe. At the same time, the EC's
foreign trade with the region is of marginal nature for the
integration since in 1992 it represented a share of as 1lit-
tle as about 1.7 per cent in the total foreign trade turn-
over of the Community. This'at the same time also indicates
that the EC could afford more generosity in respect of mak-
ing concessions regarding the region's foreign trade.

The trend of the Hungarian foreign trade turnover in
1993 indicates that - although only in relative terms - the
role of Central and Eastern Europe in the Hungarian foreign
markets begén to grow again. In the first eight months of
1993 the total Hungarian exports to the EC decreased by
1/3rd and the exports to the EFTA-countries decreased to al-
most the same extent, too. Though the worth of Hungarian
goods sold in the Central and Eastern European countries de-
creased as well but this decrease did not even reach 20 per
cent. Thereby the role of the former COMECON-countries in
the Hungarian foreign trade relations grew afresh (for»a
strongly diminished basis).

The situation in respect of the distribution of our ag-
ricultural and food industrial exports is different from the
general situation, namely here (to the available figures on
the 1st half of 1993) after a growth of share in 1992, the
share of the region in the exports of the sector decreased
again: a little over one quartér of our agricultural exports
was supplied to the region. .This means a share being substan-
tially lower than that experienced in the past 4 years. A de-
cisive part of the exports not supplied to the region in-

creased the share of the EC and that of the EFTA.
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On the economic transformation of the region, a concreté
summary is given by Marton TARDOS:

"The political and economic system called socialist col-—
lapsed quicker than anybody could expect it in the recent de-
cades. Also, it is a great surprise that this change opening
up a new perspective resulted in several contingent losses as
well.

- With the collapse of the communist party, the central-
ized hierarchy of the state ceésed. Thereby the reasonable
manageability of the inherited and mostly state-owned economy
functioning at an efficiency being even lower than that deve-
loped in the capitalist and in particular, developed indus-
trial countries and than that during the ’socialist arrange-

ments’ continued to worsen.

- In every country of Central Eastern Europe a deep eco-
nomic decline developed which was substantially graver than
the sizes of cyclic crises. Consequently, the effective demand
determining the size of the domestic market in the concerned

countries became smaller.

- Upon the effect of the transformation the formerly
isolated domestic markets opened to the world market supply
to a great extent which further diminished the possibilities
of turning the companies functioning in the region, the capi-

tal émployed in them and the manpower to account.

- In the trade among the former COMECON-countries the
regional preferences that had been strongly in force ceased
which rather restricts the utilizability of domestic produc-

tion factors.

—~ The first cohclusion deriving from the aforegoing is
not only the well-known fact that the national production de-
creases in all countries concerned and consequently, the un-
employment grows but also the fact that the market value of
the national property and thus also the value of the property
to be privatized became less. Furthermore, it also results

from the aforegoing that the revenue possibilities of the

. ——




17

budget imposing tax on the profit of the state-owned com-
panies that were mostly state-owned before, thus the balance
between the exbenditures and revenues of the budget became
unbalanced despite the fact that the state curtailed the pro-

duction supports."




2. Economic reforms in the region

To the UNO-experts, the countries in Central and Eastern
Europe have in the recent few years made an’extremely great
progress on the way to market economy.

It is characteristic of the judgement of this group of
countries by the West that they have for two years been using
the term "transition economies" instead of '"centrally planned
economies".

The major objectives of the transformation are as fol-

lows:

- basic transformation of ownership, change in mentality
in respect of property (clear dominance of private
property);

- hacro—economic stabilization;

- price liberalization;

- corporate and entrepreneurial reform;

- establish a social protective net and manpower market
reform; )

- establish a commercial banking system; \

- liberalize foreign trade and international finances.

Herebelow I summarize the major changes in economic regu-
lators and reform steps in the countries of the region:

The first steps of the transformation were constituted
by the establishment of the legal framework of free economic
activity. With the declaration of the legal equality of the

social property and private pfoperty, the system of economic

preferences was transformed in most systems. In every country
the bureaucratic restrictions imposed by the state and on the
whole the intervention by the state in the economic processes,

were substantially mitigated.

Of the steps serving for the purpose of competition the

first one was the liberalization of the foreign trade acti-

vity, the direct integration of domestic producers in the in-
ternational markets. The second step in connection with this

is the introduction of the anti-monopolistic regulation which
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placed new, often privately owned orgénizations in lieu of
the monopolistic organizations of the former planned eco-
nomy. Subsequently the former inflexible system of the me-
chanism of importation became looser as well which fostered
the supply for the population and the development of compe-
tition alike. (In the most recent months, a tendency opposite
to this can also be experienced: in order to enforce certain
protection meésures against the imports to a greater extent,
for the sake of protecting the domestic producers.)

Also, the domestic trade organization of the region's

country transformed strongly; the trade drganization was the
criterion of privatization‘and, at this point, several pri-
vate companies joined, as well, first of all the retail
trade but also the wholesale trade.

Other building stones of the market organization appear-
ed too: Produce and Stock Exchanges, wholesale markets etc.
All these altogether resulted in the change in the former
monopolistic and state-controlled distribution system.

The greatest transformation took place in the market of
material properties.

Though, the unemployment appeared in the manpower market,
this, however, did not lead to the strengthening of the com-
petition with regard to the fact that it remained maonly of
regional and structural character. The capital market as a
whole is underdeveloped, the nature of which in respect of
both shortage of capital and weakness of the institutional
scheme can well be seen.

The foreign exchange policy can be considered as a rela-
tively successful field where - with fhe lifting of bureauc-
ratic restrictions - the internal convertibility was imple-
mented completely in several countries of the region and, at
least in part, in other countries and significant steps were

also taken toward establishing the external convertibility.

In establishing the commercial banking system every

country took significant steps, still Hungary and Poland lead

in respect of terminating the banking monopolies where the




two-stage banking system was established as early as in 1987

and in 1988, respectively. In most Eastern European countries
foreign banks are operating as well and the number of com-
mercial banks is growing at a rapid rate.

It is also characteristic. of the reform of the banking
system that in certain places the private banks appeared as
well, though their depehdence on the central bank exists, to
different extent. ~

The majority of the countries switched over to the mo-
dernly interpreted general sales tax (VAT = value added tax)
system, first in Hungary in the region (in 1988). In the
countries of the region the payment of the personal income _
tax and that of the social insurance rate can be regarded as
an usual trait. Local taxes are imposed only in - a part of the
countries.

All countries established the organizational framework

which carries out the privatization as a state authority and

as an agency-implementing it in practice. Also the legal
code scheme constituting the background of it was elaborated
and with the use of various methods, the privatization of
state property was launched. At the same time, parallel to
this, acts were passed in respect of indemnification, too,
which are in general of partial nature. The privatization of
agricultural lands is differenti!from the general form of
privatization with regard to agricultural peculiarities.

The privatization was cérried out in the Eastern Euro-
pean countries by using different methods; nevertheless the
method was identical in so far as they used the tool of the
so-called "small privatization" as an initial step.

The Czechoslovakian model was the so-called coupon-type
privatization; substantially this was followed in Russia, as |
well.

The Ukraine also chose the coupon-scheme but the process
was much slower than in Russia (it hardly started in the sum-
mer of 1993).

In Estonia, the privatization is based mainly on the

principle of reprivatization and indemnification.

.
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In Latvia, the legal regulation has not been completed
yet, thus the share of privatized companies is still small.

In Lithuania the major part of the small enterprises has
already been privatized but the privatization of large compa-
nies is still to be done. -

In the former Soviet Republics situated beyond the Cau-
casus, the privatization has hardly be launched.

In Slovenia the privatization is the combination of di-
rect selling and of the coupon-scheme.

In Croatia the privatization of companies is taking place
in two stages; the first one is taking place as a matter of
fact, by allotting corporate property to the companies' man-
agers and employees, whereas in the second stage they reckon
with a more intensive involvement of the foreign capital.

In the other member-republics of the former Yugoslavia
we cannot speak about any privatization.

A basic deviation in the reforms is constituted by the
fact in which countries they tried to apply shock therapy and
where they tried to avoid that. To western observers, Poland
Yugoslavia and Russia (and a part of the former Soviet Re-
publics, respectively) which tried to apply shock therapy
were less successful than Czechoslovakia (within this in par-
ticular Bohemia) and Hungary which launched the reforms
earlier and which have been taking more consolidated steps.
Bulgaria, Rumania and Albania which started the reforms later
are also regarded as less successful ones. It is a phenomenon
deserving attention that, in lieu of the disintegrated coun-
tries several small countries come into existence which, also
as small markets of specific behaviour, deserve attention.

The major elements of the shock therapy were as follows:

in order to establish the balance between demand and supply,
a significant part of the prices was liberalized and the in-
terest rates to be paid on the credits were raised intensive-
ly several times. Also it is a general phenomena to curtail
the formerly widely applied various supports (consumer's and
produer's price subsidies etc.) to a great extent or to cut

them off completely. Also the introduction of new and many




times high rate taxes was meant to deliberately devaluate the

money amounts accumulated with the consumers and with the com-
panies. All these, along with an intensive inflation, unem-
ployment resulted, subsequeat to a decreasing demand, in a
decreasing supply. The existing difficulties in the economy -
external and internal indebtedness, monopolistic situation
(this is not everywhere typical but mainly in Russia), unfa-
vourable production mix, lack of convertibility, growing de-
mand for import in a volume corresponding to an export of

same volume corresponding to an export of same volume and

its worsening efficiency - did not assist the economy in
getting its feet back on the ground but rather resulted in

the strengthening of the crisis. Of course, there have been
and are differences between both the extents and the internal
proportions and forms of appearance of the phenomena in res-
pect of the countries applying shock therapy: e.g. the mem-
ber-countries of | the C.I.S. did not automatically remodelled
the Russian model either though the ‘inclination to imitating
could have well developed over 70 years but exactly the same
situation has not developed either in respect of the extent l
of the shock therapy or with regard to the whole of the ap-
plied means as in Russia. (Usually the step for transforming

the economy are less drastical.)
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3. The Visegr&d Group

The foreign trade ministers of Czechoslovakia, Poland
and Hungary signed on 21 December 1992 in Cracow. the free
trade agreement among the countries participating in the Vi-
segrad cooperation. Though, this agreement covers a substan-
tially narrower field than the erstwhile main contract of
the COMECON but it lays the cooperation on real fundaments.
The contract on the free trade of industrial and agricultu-
ral products came into force in March 1993 and it targeted
to establish an entirely free trade by 2001. According to
the contract the customs duties, taxes and quotas imposed on
raw materials ceased to apply since March 1993 and in the
coming 5 years all restrictions affegting the trade of most
industrial and agricultural commodities will gradually be
ceased.

The trade turnover of the integration partners who bef
came in the meantime the Visegrad Four from the Visegrad
Three did not increase as‘it was expected: in respect with
Bohemia and Slovakia the turnover in the first half of 1993
corresponds to that of the first half of 1992 whereas in
respect to Poland it decreased by 10 per cent. In this, apart
from the general recession, the worsening economic position,
the unfavourable trend of their solvency and commodity stock
of these countries and the competition generated by the west-
ern countries in these markets, furthermore the fact that
this free trade agreement grants less preferences than the
erstwhile COMECON play a role as well. Also the turnover among
the countries is reduced by the fact that Poland subsequent

to commence the negotiations but still prior to signing the

contract, introduced strong protective customs duties and that

the political and economic motivations are stronger, in all
four countries toward Western Europe (in particular toward
the EEC than toward each other.

Arguments speaking for a closer regional cooperation are
the geographical neighbourship, the joint cultural heritage

and the traditional economic ties. Also the mutual exchange
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of goods which has decreased over the past few years, justi-
fies the need of making the cooperation closer. Substantial
foreign trade arguments also speak for the necessity of making
the integration closer.

* The association contract concluded with the EC .also play-
ed a role in signing the regional free trade pact. At the same
time the pact induces further hopes in the participants in
respect of the main subject of this very 'study: the reguiding
of that part of the trade to the region which the member-
states have carried out with each other through western media-
tors over the past years. In addition to this, the bargaining
strength of the integration's countries may be increased by
the joint appearance (this can be a point in particular for
the trade to be performed with the ex-Soviet member-states and
with the EC).

There are, of course counter-arguments as well. Since
these countries also compete with one afmother for these mar-
kets and they also compete for the more favourable conditions
of entering the markets and for the foreign capital.

The Visegrad Four are granted, to a growing extent, op-
portunities for preferential exports to the EC's member—coun-—
tries, for several kinds of agricultural produce. The trade
liberalization that began in March 1992 provided only an op¥
portunity but not a compulsory take-over contingent. Hungary,
of the three contracting countries, enjoys the most favourable
position in respect of meat ahd poultry products as she may
supply the largest volumes of these products to the EC.

The experts of the EC and of the USA took notice of the
coming into existence of the free trade pact agreeingly but
several experts of the EC are far from looking favourably on
the admission of this group of countries to the EC.

The Headquarters of European Political Studies state:

"As for the budget of the Common Market the admission of the
Eastern. European coﬁntries to the EC would constitute a ca-
- tastrophe." Three versions were calculated as to by what

amount the burden on the EC's Grientation and Guarantee Fund
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would grow in the case of the admission of these countries

and this calculation resulted in an annual amount ranging

‘from 4 to 31 billion ECU in respect of the Visegrad member-

states only. (The substantial difference derives from the
fact that the first estimate takes .the production level Qf
the year 1992 as a basis whereas the maximum figure assumes
that the productivity of thé Eastern Eﬁropean countries would
reach the present EC average.) This threatening calculations
cannot be disregarded in respect of the judgement of our ad-
mission to the EC ana in the preparation for that either.
The EC's ministers of agficulture expressed their con-
cern at their conference held in the summer of 1993 whereas
the Eastern European agricultural produce‘s exports to the
Common Market would make their existing probléms more dif-
ficult.mainly in the branches struggling with overproduction
anyway; In order to avoid the intensification of problems
the committee is preparing a study on how to open a new mar-
ket for the agricultural produce of the Eastern European
countries being under transformation and, on the other hand,
to save the EC's agriculture from the growing losses. An im-
portant objective of the study is to examine how to boost
the agricultural trade among the countries of the region.
’ One of the major issues of this study i.e. the leaving
out of the mediation trade would be a most suitable solution
to this, to which the EC could contribute by granting the
state's payment guarantees, the credits and supports promot-—
ing the direct turnover not to its own traders but to the

Eastern European agricultural exporters. In order to achieve

- this objective both the Hungarian agricultural diplomacy and

the foreign trade diplomacy should take steps.

Also a task of the agricultural diplémacy_would be con-
stituted by urging that we could be abie to engage in the
western aid programmes at least to an extent so that we can
approach the volume of our former Eastern exports. Of course,
this is only in part a diplomatical issue; basically it is a

market and financing problem}




The financing of the agricultural exports would theore-
tically and basically be the task of commercial banks but
due to the inflation and other effects is becoming more and
" more expensive. At the same time, on judging the application
for export credits, the main point is the financial position,
solvency of the respective compény, production unit and not
the competitiveness of the product it produces; i.e. not the
transactions but the producers are financed by the banks. A
more efficient financing of the exports could only be achiev-
ed if the transactions would be financed.

The narrow financing possibilities would be expanded by
the loan on collateral security based upon warehousing during
which the credit could as well be received even from foreign
banks, perhaps under more favourable conditions than the do-
mestic ones.

All these altogether could contribute to the leaving out
or reduce the mediation trade.

The steps (or a major part of them) enumerated hereabove
could be coordinated among the Visegrad Four and the joint
appearance would partly represent a greater bargaining strength
and it wouldlpartly symbolize the consent of the region's
countries on at least certain issues which could as well im-
prove our worsened consideration by the West in respect of our

mentality.




4. The situation and transformation of agriculture

The role of égriculture played in the national economies
of the countries of Eastern Europe is strongly different. In
Slovenia that can be regarded as developed even to western
standard, the share of the agriculture represented 5.5 per
cent in the GDP in 1991, whereas in Albania this index ap-
proached 40 per cent. In the recent years the index of share
has in general decreased (except Albania and Rumania) but
this decrease can be considered only partly as a part of an
industrialization process; it is all the more caused by the
fact that in evéry Eastern European country the gap between
prices of agricultural and industrial products is becoming
larger and larger, the competitiveness of agricultural pro-
ducts in the foreign markets is worsening and the outlet for
food products is diminishing in those countries.

In each of the past three years the agricultural input
price has grown quicker than the sales price of agricultural
products. In this, apart from the general decline the priva-
tization in the region has played a role which involved in
many fields, the disintegration of farmer's cooperatives, the
disputes over the ownership of land and at some locations
(e.g. in Albania) the spontaneous re-allotment of land. The
narrowing of the domestic outlet for agricultural products
was occasionally exceeded by the decline in the supply of
certain products, e.g. due to an extended period of drought,
the corn production declined by one-third in Eastern Europe.
The significant rise in the agricultural input prices re-
duced the fertilizer-, plant protective consumption and the
share of the use of agricultural machines and the irrigation,
respéctively. This caused further reduction in the crop. To
all this, the disintegration of the former distribution-,
sales— and forwarding schemes contributed as well and, in
some cases the disintegration of the former state formations
made this situation even more aifficult. Owing to the aris-
ing shortages in 1992 most Eastern European countries in-

creased their agricultural and food imports.




The growing gap between prices of agricultural and in-

dustrial products, the narrowing agricultural markets, the
poor crop, in general, reduced the income of those working in
the agriculture and continued to worsen their financial posi-
tions. This exerted a great pressure on the agricultural mi-
nistries of the countries and forced out in some countries
the granting of preferential agricultural credits and in cer-
tain cases it led to the raise of agricultural subsidy. All
these altogether apart from the growth of the volume of im-
ports made the agricultural producers oppose the imports and
at several locations the idea of strengthening the protection
against agricultural imports has arisen as well.

The gross production value of the agriculture has de-
creased in the countries of Eastern Europe to rather diffe-
rent extents over the past years but the fact of decrease
occurred almost everywhere. It ‘is also general that the ex-
tent of\decline was the greatest in 1992, in respect of the
last 3 to 4 years.

The most critical produce range of agriculture is, in
the whole region the corn the production figures of which are
in accordance with the general recession. In Albania, in
1993 half as much cofn is expected to be produced than in
1990. In Bulgaria the crop expected in this year is only
two-third of that of the year 1990. In Bohemia and in Slova-
kia altogether the corn crop reaches only 70 per cent of
the crop level of 1990 of the former Czechoslovakia. In the
Yugoslavian successor-states this year the corn crop is ex-
pected to be by about 20 per cent less than in 1990 in the

\ erstwhile Yugoslavia. In Poland, a decline of about 17 per
cent, in Hungary a decline of 12 per cent is expected in res-
pect of the same years and in Rumania this decline is expect-
ed to be about 7 per cent. For the member-states ot the
C.I.S. we have no projecticn for this year, therefore we com-
pare the factual data of 1992 to the data of 1990; in Russia
the decline in corn crop was 8.5 per cent, whereas in the
Ukraine it was of 25 per cent Tthough the‘verbal projections

from this country forecast a good corn crop.

. —
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In Albania the great part of the farmer's cooperatives
disintegrated sbontaneously énd the members took the lands
in hand. ‘ ‘

In Bulgaria formgrly 95 per cent of the arable land was
in céoperative and state ownership, respectively. At the end
of the year 1992, 10 per cent of the cultivated lands was re-
turned to their owners. To the plans, the settleﬁent of the
ownership of land will be accomplished in 1994.

In Bohemia the privatization o? land has been launched
and it affects over 90 per cent of the lands. The situation
is similar in Slovakia but with some lag. The privatization
of state farms began in both countries in 1993.

In Poland the share of the farmer's cooperatives was
small and, thus, the privatization of land is limited to
1500 state farms. In 1992 about half of the area of state
farms was privatized and this work continued in 1993.

In Rumania the privatization has affected 7.9 million
hectares and 5 million inhabitants so far.

In Slovenia the implementation of the privatization of
land was stopped as in 1992 the Parliament diﬁ not pass the
ownership act. '

In the countries of the former Soviet Unioh, the owner-
ship of land transformegd x}ery strongly. In the member-coun-
tries of the C.I.S. over 1 million private farms came into
existence by the end of 1992, within this: 500 thousand in
Moldavia, 243 thousand in Armenia, 184 thousand in Russia,
100 thousand in Turkmenia, 44 thousand in the Ukraine, 9
thousand in Kazakhstan and also 9 thousand in Kirghizia. The
average size of private farms in the states of the C.I.S. is
14 hectares.'Thereby, however, only 3 per cent of total ag-
ricultural land of the states of‘the C.I.S. passed into pri=-
vate ownership, nevertheless with very significant differ-
ences by republics: in Moldavia this share is 60 per cent,
in Russia 4 per cent, in the Ukraine 0.7 per cent. The pri-
vatization process goes on but significant differences of

opinions and conflicts of interests can be experienced.




Recapitulating the aforegoing it can be stated that in

the countries of the region the restructuring of the agricul-

ture and the privatization of land can by no means be regard-

ed as a "matched already played" but this process is most

likely to be irreversible.




5. Theoretical issues of the mediation trade

The mediation traders are differentiated by the litera-
ture as to what the preliminary motivations of their acti-

vity are. These can be as follows:

- transactions of distribution nature (making use of the
benefits of purchasing in big lots and selling in
small lots, in respect of freight, price and other
items; this is the mediation trader's role that can
be regarded as most tradftional; e.g. the erstwhile

"colonial goods" mediators who acted at the sea ports),

- finanaing solutions, credit (apart from the buyer's
lack of cash, the inability of the original seller

to grant credit),

- avoiding, distributing the risk and achieving risk
premium (i.e. achieving a profit exceeding the inputs

associated with assuming the risk),

- increasing the profit (this, of course exists as a
general target in every case. Here it is about the
special solutions where the product sold by way of a
mediation transaction is cheaper in a third country
than in the mother-country of fthe firm or with this
produgt some other benefits, preferences, subsidies,
aid- and credit constructions are associated. This
shows, to certain extent, similar | traits as the risk ¢

premium, too),

- expanding the goods supply, compiling a complete sup-

ply range in a product. line,

- covering purchase (e.g. in the case of a tender or
of a transaction with a term that cannot otherwise be
fulfilled) and ensuring constant presence in the mar-
ket,

- implemenfing output or input intentions by way of the

mediation,




ousting the competitors from the market,
- obtaining state's guarantees,
- bypassing export or import restrictions,

- making use of benefits deriving from the differences

in customs duties,

- in the case of barter deals, providing the required

goods in return,
- combination of the aforegoing,

- making use of the market relations being better than

those of a direct exporter.

Among the motivations of the western traders, the afore-
mentioned ones can obviously be found in a significant number,
still the most significant notive is that the buyer is not
capablé of paying in cash and the Hunarian party cannot real-
ly grant any credit. This, in the end, means a risk or price
benefit on the mediator's side which need be compensated so
that the share of mediation in the whole trade can be reduced.

An important statement of the western market theories is
that a circumspect trader with good market strategy realizes
the market faults of ' his competitors and he remedies the
fault by turning it to his own account i.e. he replaces the
trader who committed the fault or who failed, as mediator.

The Hungarian foreign tradé practice has encountered me-
diation traders over the past years mainly in the importation:
a considerable part of our tropical produce imports i.e. in
former terms: of our "colonial produce imports" has been car-
ried out mostly via German (Hansa-town) port traders (distri-
butors). In the Hungarian exports the engagement of mediators
occurs rather rarely.

The term "mediation trade" does not perfectly reflect
the concept we speak‘abéut in the present case, namely that
- in between the Hungarian producer (in fact, in somé cases,

trader) and the Russian or Yugoslavian importer, an Austrian
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or German (i.e. third-country) trader gets wedged. To the
Hungarian terminology (e{g.'Tarzsﬁk, Eva: Export efficiency
and sales outleté), the "mediation trader" does not neces-
sarily mean a third-country trader but only a trader estab-
lishing contact between the producer and the user (this
trader is usually considered to be from the same country as
the producer). The English term '"middleman trade" does not
‘imply either that it is about a third-country trader, media-
tor; iﬁ fact the term "triangular trade" approaches the point
mostly. ‘

In pfactice, at least three participants can be found
in the transactions carried out through foreign mediators:
the original commodity-owner (seller), the Eastern European
buyer and the western mediator getting wedged in between them,
therefore the term "triangular trade" is most appropriate in
respect of practice, too. (Yet, theoretically, the deal has
at least four participants: the fourth one is the erstwhile
Hungarian exporter ousted from the transaction.)

It is reasonable to examine this issue in terms of sev-
eral aspects: from the point of view of all participants'
(including the latent fourth participant) motivation. The mo-
tivation of the Hungarian seller is clear: he wants to sell
his commodity by all means and it is aimost indifferent to
him whether his commodity is exported by a Hungarian firm or
sold by a western middlemen. I detail the motivations of the
mediation'trader under a separate point. It is worth examin-
ing the ousting of the fourth participant.

The considerable ousting of Hungarian exporters from the
eastern markets can basically be imputed to macro-economic
reasons first of all by the disintegration of the COMECON.

At the same time in the other ex-socialist countries the es-
tablishing of market economy was launched, though this start-
ed by the demounting of the institutional scheme of planned
economy. Therefore the traditionalrlarge-size foreign trade
companies ceased to function, disintegrated, transformed which

led to the «termination or at least to the loosening of ties.
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The establishing of the new icorporate system was not without
any problem .and the western traders took the lead of the
Hungarians in establishing the new-type relations. Of course,
several point can be said for the Hungarian traders as the
establishment of the new system is expensive (reconstruction
of the information network, setting up regional offices, re-
organization of the foreign trade and of the agricultural
diplomacy etc.), needing a great deal of money. It is clear
that the western countries are in a more advantageous posi-
tion than us, however their competition benefit is even great-
er than that in respect of granting credits, subsidies, state
guarantees, i.e. they are in a much more favourable financial-
financing position. ‘

Some years ago, we still wanted to build a bridge be-
tween the West and the East, with the obvious intention to
collect the "bridge-toll", We, however, have not prepared the
design drawings of the bridge either, while the West has built
that bridge over us.

To Kirzner, the entrepreneurs realize the opportunities
that have not been discovered yet by others, they make use
of them and restore the upsetting balance of the market this
way. .This happened upon the suction effect of the vacuum
brought about by the collapse of the COMECON and of the sys-—
tem based upon the principles thereof and to which the west—
ern traders were extremely quick to respond. (The hazard of
this is not realized by those sa&ing that thereby "we suf-
fered only income insults", since the mediator means an un-
certain market, he is motivated by specific interests. This
can be complemented by the thought of Drucker whereas the
entrepreneur finds the changes and make use of them as busi-
ness opportunities; a typical example of this is the unex-
pected integration of western mediators.

Sipos, Zoltan when analysing the foreign trade activity
mainly deals with the issue of assuming risk and also this

approach is in accordance with what happened:
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‘"The resistance, the limiting effect and the continuous
changes of the markets and the institutional environment con-
stitute an uncertainty for the foreign trade business, being
the basis of assuming the risk." In the former COMECON-mar-
kets,ithe market uncertainties requifing an increased assump-
tion of risk, for which the Hungarian entrepreneurs were not
(are not till the very date) prepared, occurred due to col-
lapse of .partly the integration and partly the institutional,
regulatory and foreign trade o%ganization systems. To this
the economic collapse of the region's countries and the in-
tensification of insolvency, the lack of convertible funds,
the indebtedness which manifested themselves in granting
credits for ‘the transactions and in the transaction counter-
yalue payment's becoming uncertain.

Also, in respect of the market information, the western
mediatoré and the marketing-, informational, statistical or-
ganizations behind them had an advantage over us. The statis-
tical system based on the traditional planned economy funda-
ments which rather veiled the substantial elements of the
economic processes than giving information on them; it brought
the countries of Eastern Europe into a position of uninformed-
ness or semi-informedneés on each other's markets and econo-
mies. The traders from the developed countries who had their
doubts about the trueness and utilizability of the figures
. and who - to_théir possibilities - established an own infor-
mation base made use of these benefits of theirs (in some
western sources, now double database is provided on the re-
cent period); they did not sell their own information to the
East but they used it in establishing business "bridge abut-
ments".

The uncertainties of the market increase the information
costs. The ﬁarket models that do not allow for the expenses
of the mediation traders are not efficient. Substantially,
the COMECON-trade fun&tioned this way, where the foreign trade

expenses were constituted only by the expenses of circulation
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but there was no need of market research since the transac-
tions were made on the basis of decisions made at inter-state
level. In the end, the monopolistic foreign trade companies
were rather the implementors of state decisions. They had the
possibility and .right to manoeuvre by way of slight modifica-
tions of their internal structure in the course of realizing
the transactions. The information costs were assumed by the
government in form of central planning. As also indicated

by Toumanoff, the amount and composition of mediation expenses
are influenced by the institutional scheme as well. The insti-
tutional scheme itself, however, was not effective in the
COMECON-countries; to be more precise: the issue of effici-
ency arose merely theoretically since the decisions in this
region were not made at company level. All these conditions
ceased at a time, with the disintegration of the COMECON and
the western mediators made use of the change in the market
position, the former market information's nature of lost

point and the disintegration of the institutional scheme.

As for the international judgement of the mediation
trade we may say that it is "indifferent" since it is treat-—
ed as a part of normal business operation (e.g. against the
negative judgement of barter deals that are considered by
the international literature as necessry evil.

> In Hungarian professional circles, there are different
opinions in respect of the,usefu;ness or deleteriousness of
the mediation trade. To certain professional opinions, it is
not a deleterious phenomenon at all that Hungarian agricul-
tural and food articles are exported to the Eastern markets
by western middlemen. Those being of this opinion consider
that this is, too, a potential sales outlet and the respec-
tive price level is not lower than that of the exports to
Western countries either. Yet, fo my view the engagement of
mediation traders can be regarded as a negative phenomenon.
Namely a mediation trader adheres to his customer only but
he does not necessariiy procures the commodity to be sold

from the same seller but where it is the most favourable to
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‘him. Also the adherence of foreign mediators only to their
customers is also indicafed by the fact that even if they
established joint partnérships in Hungary, it was not fre-

‘quent either |that they invested capital in the production
of raw material; also rarely in the processing industry.

The mediation trader as a main "outlet" for the Hungarian
goods may not be regarded as stable and the continuation of
this .phenomenon are justified by transitory factors, even in
terms of economics. And the.Hungarian agricultural economy
has to be based on long-term, stéble, reliable markets, con-
sequently it is reasonable to urge to press back the media-
tion trade as soon and as much as possible, by applying me-
thods I outlined in connection with the mediation activity.
In the trade among the formér COMECON-countries in par-
ticular in the t:ade of food economy, the following facts
caused, first of all, the wide-range spreading of the media-

tion trade:

- The disintegration of the COMECON as an integration,
terminated the traditional inter-state commercial ties,
the compulsory export- and import contingent scheme.
Also the scheme of separate, constructions of convert-—
ible currency accounting which was different from . the
former theoreticalA,system of the COMECON but which
was still permanently existing in practice such as the
meat—, corn-, petroleum agreements that existed in the

Hungaro-Soviet trade.

Similarly the exports based upon the specialization pacf
éuch as the pacts on vegetables-fruit and wine, respectively,
were terminated as well.

‘Also it is the result of the disintegration of the
COMECON that the Bucharest price principle ceased to exist
which led also in these markets to the development of market

conditions and competitive prices.
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- The countries of the Central and Eastern European re-
gion have got without exception into the position of
economic crisis during the recent years. Their external
indebtedness and solvency worsened to a great extent and
the unclosedness of the former financial ties has con-
tinued to make the countries needing food imports more
difficult. As an effect of this the food exporters (like
Hungary) realized the closure of the outlet even if
otherwise there were well-known shortages in the given

markets.

- The decline in production alone has exerted opposite ef-
fects on the agricultural foreign trade: if the produc-
tion of the agricultural produce declined it induced de-
mands and if the production of other products declined,
then - in many cases - the export commodity stock serv-
ing as set-off for the imports of agricultural produce

decreased (e.g. Russian oil, raw material, timber).

In all countries of the region the process of privatiza-
tion was launched which also involved opposite effects.

Strongly marked changes took place in the regulatory
system of the economy of which I deal first of all with the
regulation of foreign trade. The former centrally planned
scheme was terminated in all countries of the region. Also
the corporate monopoly of foreign trade was terminated and a
great number of new foreign trade organizations appeared in
the market. However, the guiding of these operations in a
reasonable channel was missing in many cases or they tried
to correct such shortage by way of subsequent.regulations.
This phenomenon, too, contributed to the spreading of media-
tion trade as the loosening of traditional ties opened up a
space for that. This process was strengthened also by the
fact that there is hardly any coordinétion among the decen-
tralized companies but they struggle against one another for
acquiring exportable commodity stocks and for establishing

market positions alike. Our former advantage composed by the
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- knowledge of the local conditions and partners diminished .
strongly in these markets. In thg region mainly the barter
trade developed in consequence of the lack of money was in-
tended to be restricted by certain go&ernments since the
still rather strict foreign trade regulations could be by-
passed by the barter trade. Thus, the "hard'" goods were re-
moved from the barter circle and thereby the significance
of this commercial form strongly decreased. In the region
the frequent, incalculable and subsequent regulation of the
foreign trade can as well be experienced which also indicates
the problems of operation and causes further operational
troubles. (An example for that is the withdrawal of one of
the.liberalizatibn steps of the Russian foreign trade: the
partial restorafioﬁ of the foreign trade monopoly.)

The financial problems of the region's countrles appear
at least to an extent in the fleld of their 1nternatlonal
relations as in the domestic 01rculat10n of money. Though
the’ extents of indebtedness are different, due to the indebt-
edness alone, all countries of the region are making efforts
to solve their food imports~inithe framework of credit to
the maximum extent. The governments have only seldom funds
for purchasing food (unlike the former situation when the
big-volume food purchases were done mainly at governmental
level). The importer companies also prefer buying on credit
partly due to lack of (mainly convertible). money and partly
“to its profit-increasing effect. This fact brought the re-
gion's countries into a position being more unfavourable in
respect of the trade among each other than the western part-
ners as, in lack of money the Central and Eastern European
countries fall into the béckground in the competition for
credit. Not only the funds are narrow but also the financial
institutional scheme is missing for establishing the credit-
ing system. The governments are also struggling with the
shortage of money, therefore the state guarantees for the
exports, which are applied in the western countries, occur

only occasionally (e.g. with our corn exports in 1991 to
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Russia). This is one of the most important factors in the de-
velopment of the mediation trade which can only be filtered
out by way of transforming the subsidizing, general financial,
financing and crediting scheme of conditions of the agricultu-
ral exports to this region. Here, it need be remarked that

the Western European food exporters, in particular those of
the EC's member-states have a considerable advantage in the
Central and Eastern European markets over Hungary for all

that alone that, due to the high subsidies there, to the for-
eign trade experience gained in this regard, we have a lag
also in the price competition. And it is the vital interest

of the importers to achieve a low price.

- The liberalization of the foreign trade that can be ex-—
perienced in the countries of the region significantly
increased the number of the importer firms and consider-
ably changed the product mix of the imports, within this
that of the food imports. Namely, while the polariza-
tion of consumers in these countries could also be seen,
a rich stratum of consumers demanding high—quality pro-
ducts has developed as well (despite the general impover-
ishment) which stratum of consumers requires luxury food
articles, consequently, abpart of narrow convertible
funds that could be spent for imports was spent in meet-
ing the requirement laid by this prestige consumption
and still less fund remained for the importation of the

traditional (incl. Hungarian) food articles.

- In Central and Eastern Europe, the transformation of the
domestic sales organization began as well, mainly in
form of the privatization which also played a role both

in the change in mediation traders and in the product

mix.

With the disintegration of ‘the COMECON and with the col-
lapse and insolvency of the economies of its former member-
countries, not only the risk increased for the foreign trade

entrepreneurs which is due to the change in the economic po-

sition. In the post-socialist region, an additional specific
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risk component appeared: the state guarantee behind the form-
er state-owned gigantic enterpriseé are no more granted to
the foreign trade enterprises being newly gstablished; in all
countries of the region, new regulation was introduced in res-
pect of granting licences for the foreign trade activity.
This, apart from some exceptions, substantially meant the li-
beralization of this activity to a decisive exteht. Conse- '
quently in these countries the number of foreign trading com-
panies abruptly grew. In Hungary, e.g. from the‘several hund-
reds of companies at the end of the 1980s.the number of for-
eign trade enterprises increased to about 50 thousand'by 1993.
This also meant a certain dilution of the entrepreneurs en-
gaged in foreign trade activity and also the gamblers and de-
ceivers joined this activity but there were many laymen who
began to conduct foreign trade activity though with good in-
tention but for this reason many of them became bankrupt or
they conducted their foreign trade activity only once. Due tb
all these'the\principle "pacta sunt servanda" (pacts are to
be observed) known from the Roman right, suffered insults
frequently, i.e. intentional or unintentional breach of con-
tract occurred day by day. This‘terminated not only the ad-
vantages deriving from the entrepreneurs' former monopolistic
position in the region but it implied a risk beyond the ex—
tent of "normal" risk. This could be assumed by companies
well-provided with capital, with state guarantees supporting
them.




6. The barter trade

With regard to the fact that in the agricultural trade
of Central and Eastern Europe also the barter deals repre-
sent a considerable share, it is worth discussing in details.
To professional estimates, in the Hungarian agricultural
trade with the member-states of the C.I.S. a share of about
20 to 30 per cent is presumed in respect of set-off deals.
This share is decreasing as the Russian government withdrew
several essential products from the circle of goods that can
be involved in the barter trade (energy ;arriers, raw mate-
rials) since the state control of articles sold in barter and
also the stricter regulation of a trade of this kind can be
performed with difficulties. On the other hand, the product
in return for which other product is supplied in identical
value does not serve for improving the international financial
position of the exporter state, it does not put any fund at
.its free disposal but only a commodity stock of identical
value and of different composition. For this very reason the
international judgement of barter transactions is negative and
e.g. also the GATT treats the barter as an activity hindering
(or at least not improving) the development of international
trade to a certain extent. The sign of aversion to barter
deals is that in 1992, in Russia the export tax imposed on
the articles circulated in the framework of barter deals was
raised by 30 per cent. Moreover, the exports of most essen-
tial raw materials and strategic articles were re-monopolized
and their either direct or indirect exports were subjected to
licensing.

The barter trade even despite its negative judgeﬁent like
this cannot be eliminated in the trade among the ex-socialist
countries since due to the general shortage of foreign exchange
they are compelled to use this commercial solution. However,
at the same time the state prescriptions result mainly in the
narrowing of this construction. The efforts made by the govern-

ments to try to eliminate the barter deals further intensifv-
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- ing the lack of foreign exchange, to avoid the forced price
ratios worsening the goods exchange ratio sometimes included
in the barter deals and to issue decrees to prevent the ex-
change of goods having very different "hardness". Examining
the issue in the long run itkcannot be in the interest of
Hungary either to sell products in barter trade in a larger
volume than at present but in the case of a possibility of
choosing a possibly optimum import set-off item, the barter
is not a negative phenomenon. It would not be reasonable to
intervene by state means in it as this would only lead to
further difficulties in the sales.

The overwhelmihg majority of practical foreign traders
deems that the barter trade, as solution, is approaching to
its end due to the more and more intensive appearance of
state restrictions and to the shortage in commodity stock.
At the same time, the experts interconnected the barter also
with the mediation trade since they in practice go together
in many cases and they suggested that it would be reasonable
to establish professional coordination centres in the region
which would coordinate the barter deals in the region and
thereby they would also guide the presently unregulated ac-
tivity of mediation traders in an adequate channel. It is ne-
cessary to add that this conceived coordinating activity
would in all probability useful in respect of balancing the
region's product surpluses and shortages but this would by
no means solve the problem which is constituted to us by the

engagement of mediation traders.




7. Mediation trade in the Hungarian agricultural exports

v The specific risk of the trade of agricultural produce
owing to the nature of the product was significantly diminish-
ed by the COMECON agreements, even more than the average com-
mercial reduction of risk. This was served by the special ar-
rangements that guaranteed the taking over of certain agricul-
tural and food industrial pfoducts in a growing volume (e.g.
the erstwhile existing COMECON vegetables, fruit, wine special-
ization pact). After the disintegration of the COMECON, this
risk-reducing method was no more available and therefore the
producers - making efforts for more security in sales - fol-
lowed the way of western mediation that seemed more secure
even if the Eastern European outlet for this product could
have been found directly. This latter factor resulted in that
the volume of the mediation trade exceeds in the agrarian
sphere even the average. (This is illustrated by the follow-

ing table.)

Share of mediation trade in the

total Hungarian exports and in the agricultural exports,

respectively

(Based upon the data of the year 1992, in per cent)

oty MeThourel an
ex-Yugoslavia 58.7 61.0
ex-Soviet Union 34.8 54.0
Czechoslovakia ) 26.2 25.2
Poland . 19.6 38.0
Bulgaria ) oo 33.0
Rumania 21.2 19.8

Source: own calculation on the basis of .Institute-data.
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This table, too, verifies that the share of mediation
trade is the greatest where the risk of trading is the high-
est, namely in that Southern-Slav region where there is a war
going on. The second highest risk can be attached to the re-
gion of the ex-Soviet Union where nevertheless the nature of
risk is basically different: mainly the risk factor deriving
from the uncertainties of economic regulation andvcontrol is
decisive. v

In our foreign trade with the member-state of the Soviet
Union in 1991 the share of mediation trade in the imports was
substantially greater than in the exports. The explanation
for this was summarized by our respéctive foreign trade rep-
resentation as follows: "The value of our exports carried out
via firms of third countries amount to about 275 million USD
and our imports total to approximately 420 million USD. In
the mediation trade, in the imports 29 countries, whereas in
the exporté 20 countries are involved. The countries repre-
senting the greatest share are Austria, Germany, France,
Great-Britain and Switzerland. The reason for the high share
of mediation trade is to be found mainly in the internal re-
gulation in the Soviet Union. In our imports the growth of
ﬁediation trade Qas mainly in connection with the fact that
the Soviet companies exploiting energy carriers and raw ma-
terials, in order to obtain foreign exchange of free disposal
and so that those carrying out the transactions have higher
commission, guided a part of their commodity stocks toward
joint partnerships operating in western countries. Also the
fact that the Soviet companies paid - due to the narrow for-
eign exchange funds - for the advanced western technique,
and consumer's articles by way of supplying energy carriers
and/or raw materials contributed to the growth of mediation
trade. We could buy the products sold this way at relatively
favourable prices from the western firms. As for the Hunga-
rian exports, this kind of commercial form can be regarded as

a mitigating means to solve internal financing problems."

e
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The mediation trade appeared intensively in our agricul-
tural foreign trade at the turn of the 1990s. In a former
AKI (Research Institute for Agricultural Economics) - study
(Kartali, Janos - Mrs. Orb&n Nagy, Maria: The outsets of the
change of markets in the hungarian agricultural and food in-
dustrial exports) we draw the attention as early as in 1991
to thié phenomenon.  This is verified by the following table
showing the share of our greatest outlets in the Hungarian
agricultural exports in’1990 broken down to destination coun-

tries and contracting countries.

Market share in the

Hungarian agricultural exports in 1990

(%)

As per Share of

Country Destination Contracting mediated

countries turnover
Soviet Union 21.6 17.4 24.1
GFR o 14.5 18.3 -20.8
Italy ) 10.1 , 11.4 -11.4
Yugoslavia 9.3 . 4.1 126.8
Austria 5.3 9.2 -42.4
Czechoslovakia 2.6 2.0 30.0
Switzerland 2.3 5.7 -59.6

Source: the study quoted hereabove. (27.)

To the change in the composition of the Hungarian agri-
cultural exports the cease of the inter-state nature of the
trade with the former COMECON-countries alone also contri-
buted to a very great extent since the exports of high vol-
ume products used to be exportéd to this region such as an
amount of annually 300 thousand tons of apple, nearly 2 mil-
lion hectolitres of wine, about 100 fhousand tons of meat,
around 400 thousand tons of preserved food or about 1 to 1.5

million tons of corn nearly completely ceased. These high
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volume products so-to-say fall out of the circle of exported
goods as the new small organizations established in the for-
eign trade would not be suitable for receiving and trading
with such lots anyway. In the termination of the high volume
supplies the fact also plays a role whereas in the countries
of the region the former distribution schemes have disinteg-
rated or are under disintegration through the economic re-
structuring and privatization (it is especially typical of
the countries of the former Soviet Union). The remaining parts
of the state organizations being suitable for receiving high
volume exports are in fact engaged in receiving and distri-
buting the corn or similar produce supplied from the western
countries as aid or on credit. Also the change in the product
mix plays a role in the intensification of the mediation
trade; the high volume (e.g. corn) supplies passed over, to

a more considerable extent, into the hands of mediators be-
cause these transactions need considerable credits.

The changed character of the foreign trade relations in
the Eastern European region contributed to the high-rate en-
gégehent of western mediators also in respect of the fact
that the eastern companies' adaptability is not adequate and
their response is slow. On the other hand the corruption ap-
pears as well, as a motivation factor in certain cases,
though we have of course no data. Finally it also deserves
mentioning that our partners from the Eastern European coun-
tries who.were not allowed to go West are more willing to
travel to the West to conclude contracts than to Budapest.

The western economic literature has also paid attention
to the turnover carried out by the mediation trade of growing
share in the trade among the former socialist countries. The
western terminology features this type of mediation trade by
a term being different from that applied in the foreign
trade usage: the denomination of the "normal" mediation
trader is "transiteur" or "distributor'", whereas this type
of mediation trade is called "middleman trade'". For describ-

ing this phenomenon just the Hungarian model is mentioned
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where it is'demonstrated Hungary's share of exports and im-
pofts in her trade with the region, via mediators. This is

illustrated by the following figures:

Share of mediation traders in the

exports _and imports of Hungary

(%)
Country Export Import

1991 1992 1991 1992

Czechoslovakia 19.0 26.2 33.8 24.8
Poland 30.5 19.6 55.0 38.2
ﬁumania 31.4 21.2 30.8 19.1
ex-Yugoslavia 49.2 58.2 10.0 13.6
ex—-Soviet Union . 22.2 34.8 26.2 35.1

Source: 15., 16.

The study explains the spreading of mediation trade in
such a high rate for two partner-countries: in the case of
Yugoslavia the study underlined the increase of the risk fac-
tor caused by the war, whereas in the case of the ex-Soviet
Union, it mentions the economic chaos prevailing in the re-
gion as primary reason. The phenomenon deserves attention all
the more as the Eastern and Central Européan countries' loss
of role of a potential bridge dqes not decrease the safety
degree of market sales opportunities only but it also implies
potentially the decrease in western investments and the de-
crease in taking the region into consideration in this regard
too. ’ v

In the mediation trade the successor-states of wugosla-
via and the .Soviet Union have the greatest share. In 1992,
more than half of our agricult&ral and food industrial ex-
ports to these two groups of countries were carried out via
mediation traders. Also these countries take the lead in res-
pect of the triangular transitions' share in the total for-

eign trade turnover. Within the total foreign trade turnover
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the share of mediation trade in the imports is considerable
too. E.g. we carried out more than 38 per cent of our import
trade with Poland 'in 1992 through western middlemen, where-
as this share was 35 per cent in respect of the Soviet Union.
Hereinafter we analyse the composition of the export turn-
over only and within this the issues of agricultural and food
industrial exports. In the mediation trade, considerable dif-
ference appears in terms of product trait, too.

The greatest share is represented by. the crop cultivation
system ;(within this, mainly be the cereals) (see Appendix
1). The‘planf produce exported to the former COMECON-count-
ries represented over 70 per cent in the turnover of the me-
diation trade, whereas the share of this produce group ex-—
ceeded 60 per cent in the trade‘mediated by the EC member-
countries. Conducting an examination by countries and within
this by product ranges, it can be stated that this product
group has a high share even within the share of the average
53 per cent of the mediation trade with the member-states of
the C.I.S. (72 per cent of the exports of plant produce was
mediated) but the mediation turnover of poultry and sugar in-
dustrial products represented a share of 2/3rd. In the total
turnover the mediation trade represented 56 per cent in res-
pect of meat industrial products and 52 per cent in respect
of dairy products. Deviation can be seen in the share of me-
diation trade in the various republics of the former Soviet
Union: we éonducted with the Ukraine a mediation turnover be-
ing well over the average though the figures are partial only
as the statistics of 1992 separates the figures of Russia and
the Ukraine since April. (The details of our agricultural for-
eign trade carried out through mediators are contained by the
Appendices 2/1 - 2/6 by groups of countries, by countries and
within this by product groups.) Also forvthe whole of the
former COMECON-region similar shares apply the share of the
mediation trade via western mediators in the agricultural pro-
‘duce was a total of 45 per cent, within this 87 per cent in
the tobacco -industry, 65 per cent in the plant produce, 52

per cent in the meat industrial products.




In the case of some countries and some product groups
high shares can be seen too. E.g. 96 per cent of the tobacco
products was supplied via mediators to Czechoslovakia. As
forvthe Czech and Slovakian Republic, this share is only 25
per cent in respect of the whole branch. As to Rumania it is
hardly 20 per cent (but within this, e.g. with the vegetable
0il products it is 95 per cent).

As regards Yugoslavia, there is hardly any product group
where the mediation is not very considerable and within the
average share of 61 per cent thé mediation trade represents
89 per cent in respect of vegetable oil industrial products,
81 per cent in meat industrial products, 76 per cent in
poultry products.

It is also worth examining thch countries were the me-
diators. Within this the EFTA-countries represented a very
high share: the final destination of 87 per cent of the total
agricultural and food industrial product export was no EFTA-
member-state but mainly a former COMECON-country. By virtue
of the difference between things, there were of course also
shares whereas e.g. in respect of milling industrial products
the exports to third countries amounted nearly 7-times as
much as the exports of actual EFTA destination. Also the
share of triangular deals carried out by the EFTA-countries
in terms of plant produce; the mediation trade was 4.5-times
as high in volume as the exports supplied actually to this
region. '

Also the EC countries béught Hungarian agricultural pro-
ducts not for their own purposes but for the purpose of
Eastern European mediation. E.g. in respect of sugar indus-
trial product, nearly 2.5-times as much as for their own pur-
poses.

Among the mediators, Switzerland bought 2.4-times as
much for mediation purpose as for own purpose. In the case
of the‘Netherlands this proportion is 1.3-times, as for
Austria it is nearly 60 per cent, as to France it reaches

22 per cent, Germany reaches 10 per cent whereas the EC mem-—
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ber-state Italy managing a relatively smallest turnover
bought even 7 per cent for mediation purposes.

‘ Even the USA firms engaged in the mediation trade inten-
sively and the share of triangular transactions managed by
them was nearly 40 per cent.

» It is worth examining the mediation trade also from the
point of view as to what share was represented by its volume
and what products it is composed of. In 1992 the Hungarian
agricultural and food industrial exports to the Eastern re-
gion exceeded 500 million USD. Of this the COMECON-countries
represented 388 million USD whereas the member-republics of
the former Yugoslavia represented 118 million USD. The
triangular turnover of the mdiators was 294 million USD for
the EFTA-countries, 228 million USD for the EC member-states,
20 million USD for the USA. In‘terms of value, the plant
produce group represented the highest share, within this the
corn was remarkable.

For some products we examined the distribution of the
exports to the ex-Soviet Union between the direct turnover
and that managed via mediator. The highest share of mediation
trade was 91 per cent for wheat, followed in seduence by the
following produce (in‘brackets: the share of the exports man-
aged via mediator); maize (67.0), meat (65.5), sugar (64.1),
sunflower seed grits (56.5), wheat flour (13.7). The general
tendency was enforced here as well: the highest shares were
representéd by the EFTA-countries, within this Switzerlgnd
and Austria; within the EC-countries: the Netherlands, Ger-
many, Great Britain took the lead and France and Italy rep-
resented a much less share. (

The mediation trade developed in the region has signs
that seem to be extreme such as within the Soviet Union, due
to the worsening of Russian and Ukrainian economic relations
the Russian oil is délivered to the Ukraine by Switzerland
in return for Ukrainian agricultural produce. This business
is inasmuch specific as the Swiss mediator is engaged in a

barter deal. Otherwise the compensation deals are granted
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more and more attention in the westérn literature. To the 1li-

terature in Eastern Europe the intensification of a new type
of integration phenomenon can be experienced: to reduce the
risk by way of compensation deals; this has by now become
part of the strategic marketing of the foreign trade com-

panies.
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8. Conclusions

At the turn of the 1990s, the share of mediation trade
in the Hungarian foreign trade grew considerably. Unlike the
mediation trade that has been experienced over the recent
years which can be regarded as traditional and which occurred
mainly in the Hungarian imports, with the coffee, cocoa beans,
citrus goods, it could be experienced as a new phenomenon
also inAthe imports that the mediator traders éppeared in res-
pect of almost every product. It is also a new phenomenon in
the mediation that its decisive part appeared in our trade
with the COMECON-countries and that the mediators were mainly
Western European countries (Austria, Switzerland, Italy, the
Netherlands, France, Germany). The deals mentioned in the
Western European terminology as "middleman trade" represent
a very considerable share in the Hungarian agricultural ex-
ports to Central and Eastern Europe. As we already pointed
out in a former AKI-study (27), this mediation was of consi-
derable share as early as in 1990 in our agricultural exports
to the former Yugoslavia, Czechoslovakia and Soviet Union and
later to the other ex-COMECON-countries, too. Among the ex-
aﬁined reasons, all those appeared which represent the moti-
vation of the mediation traders to the literature. These are
first of all: the distribution-type transactions, financing
solutions, .crediting, avoiding the risk, increasing the pro-
fit, utilizing state preferences and guarantees, expanding
the goods supply, providing permanent presence in the market,
ousting of competitors, providing the set-off required by
the buyer.

Among the motivations of the western traders mediating
the Hungarian agricultural products the aforesaid can obvi-
ously be found in a considerable number, yet the most signi-
ficant motive is that the buyer is not capable of paying in
cash and the Hungarian party cannot really grant credits.
This in the end is a risk- or price advantage which need be

compensated 'so that the share of mediation can be reduced.
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The ousting of the Hungarian exporters frém.the eastern
markets can be imputed basically to macro-economic reasons
and within this first of all to the disintegration of the
COMECON. In this, the termination or transformation of the
traditional large foreign trade companies the transformation
of the institutional regulation scheme, turthermore the growth
of risk which can be experienced in this regard play a role.
The disintegration of the information system also revealed the
problem of our being insutficiently informed on the region.
The uncertainties increases fhe information costs which in the
former construction were assumed by the states. In the new si-
tuaﬁion they had no possibility of doing so.

In the countries of the region, general crisis phenomena
can be experienced. The decline in production is a typical
teature, the inflation rate and the unemployment grow alike,
the fall of the real wage and that of the living stahdard is
characteristic as a whole, though the extent thereof show very
significant differences. ‘

The signs of economic crisis include the external and
internal indebtedness, the shortage of foreign exchange, the
general lack of capital, the impoverishment of the population
and the polarization of consumer's strata.

The change offpolitical direction in these countries also
involved the change in the economic system which was followed
by the reorientation of foreign trade. Along with the trans-
formation of the foreign trade organization the orientation
toward countries changed as well: the dominance of the foreign
trade relations among the countries of the regions ceased and
partly deliberate, partly spontaneous elements strengthened,
in every country the orientation toward the developed western
market economies. This came, in the relatively developed Cent-
ral Eufopean countries even up to the thought of admission to
the Common Market and up to negotiations>in this regard, res-
pectivel&.

All these altogether contributed, to a rather significant

extent to the fact that the western mediators being quick to
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respond to changes in the market join the trade among Eastern
European countries.. And with the agricultural‘products a media-
tion being of more intensive extent than the average can be ex-
perienced because the market risk for these products is higher
than the average.

To my view the mediation trade is a negative phenomenon
since the mediator constitutes an uncertain market; he pro~
bures his commodity where he can do so most favourably and
from this point of view he is motivated mostly by the profit
(risk premium). (On the other hand, however, it is to be ad-
mitted that in the transitory period this otherwise negative
phenomenon has a positive feature: without the mediation trad-
ers the exports of the branch must have decreased still to a
greater extent.) The maintaining of the mediation trade to a
certain extent can be imagined as it is not probable that
these traders withdraw from this prospering market to them of
their own choice. e cannot assume either that we finance this
trade entirely, instead of western governments or banks. How-
ever, efforts should be made for eliminating this mediation
trade as much as possible so that its profit can be skimmed
by us and in order that in the Eastern European markets our
_own traders sell the Hungarian goods, thereby increasing the
market stability. (Of course, I do not think of the "return"
of the former COMECON export structure of high subsidizing de-
mand but I hold reasonable a much greater %turnover in this re-
gion than that at present.) In order to leave out or reduce
the mediation trade, the corporate organization structure
should be improved (e.g. it would be reasonable to again're-
quire the exertise for awarding the licence to conduct foreign
tra&e activity). The providedness with information on the re-—
gion should be improved and the elimination of infrastructural
lags is by all means reasonable but these are tasks which are
in part capital-intensive and in part they can be completed in
an extended period. To the reduction of the mediation trade
the EC could contribute in a way that the state would grant

the state gliarantees not to its own traders but to the Eastern
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European agricultural exporters. In order to achieve this
target both the Hungarian agricultural diplomacy and the
foreign trade diplomacy should take steps.

Also it would be a task of the agricultural diplomacy
to urge the possibility of joining the western aid program-
mes at least to an extent so that we can approach the vol-
ume of our former exports to the Eastern European region.
This, of course is just in part a diplomatic issue; basi-
cally it is a market- and financing problemn.

In the long run the develbpment of the Hungarian for-
eign trade organization and the strengthening of marketing
would serve for leaving out the mediators.

Finally I remark in connection with export financing
that a more efficient financing'of the exports could be
implemented by way of judging it based upon the transaction
itself (unlike the present practice judging the solvency of

the entrepreneur).2

To the information received from the Hungarian Ministry of
Agriculture during the course of the dispite over this
study, Eastern European countries may as well submit their
applications from 1 January 1994 onward for obtaining 10
per cent of the EC's aid line of 1.25 billion ECU, as a
result of our econo-diplomatic activity.

2. . . '
Simultaneously with closing this study the Governmental

Decree No. 2038/93 IX.29. was issued, aiming at the deve-
lopment of the institutional background of export financ-
ing, insurance, assumption of guarantee and the modifica-
tion of the banks' businers policy in this direction.
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Distribution of /[Hungary's agricultural and food industrial exports

in 1992, to contracting- and destination countries in per cent

Mediated trade.

2/ Mediator's- turnover

tional Institute for Agricultural Economics) figures.

Product group gg;gggNl/ couigriesz/
countries

Meat industry 4.3 17.4
Poultry and egg processing 0.0 2.7
Dairy industry 0.6 0.8
Preserves industry . 3.2 1.9
Milling industry and compound feed 1.4 0.5
Sugar industry 4.2 5.0
Vegetable oil industry 6.3 11.0
Baking-, pastry- and sweets. industry 0.9 - 4.3
Alcohol-, drink and starch production 1.3 - 0.2
Tobacco ‘and other food articles 4.8 - 1.1
Plant growing 71.7 61.4
Horticulture 0.1 - 1.2
Livestock and animal-derived products 0.3 5.5
Forestry 0.0 0.6
Total 100.0 100.0
1/

Avmandis 92/71




Distribution of Hungary's agricultural and food industrial exports in 1992

to_contracting- and destination countries and the share of mediation trade

in 1000 USD and per cent

Former COMECON countries - EC-countries EFTA countries
Product group ConFract— DesFlna- Differencel ConFract— Des?lna— Differencel ConFract- DesFlna— Differencel
ing tion ing tion ing tion
. country value % country value % country . value %
Meat industry 15215.5 31978.4 16762.9 52.4 285921.7 246227.0 =39694.7 -16.1 59833.0 38960.0 -20872.8 -53.6
Poultry and egg . 5833.3 9273.8 3440.5 37.1 232901.3 226794.4 - 6106.9 -2.7 63137.4 60171.9 - 2965.5 - 4.9
processing
Dairy industry 2809.3 5157.9 2348.6 45.5 21669.1 19774.2 - 1894.9 - 9. 14281.2 7309.5 - 6971.7 -95.4

9
Preserves industry 57663.9 69945.0 12281.1 17.6 212451.2 208079.2 - 4372.0 - 2. 73885.4 62723.4 -11162.0 -18.0

Milling industry

and compound feed 42547.1 48143.0 5595.9 11.6 5660.2 4444.0 - 1216.2 -27.4 7370.9 934.4 - 6436.5 -688.8 a
Sugar industry 18221.6 34529.6 16308.0 47.0 16241.4 4836.7 -11404.7 -235.8 11939.1 2618.6 - 9320.5 -355.9
Vegetable oil

industry 31312.3 55936.4 24624.1 44.0 38929.8 13774.7 -25155.1 -182.6 47414.0 16441.,0 -30973.0 —-188.4
Baking-, pastry and

sweets industry 24080.3 27440.0 3359.7 12.2 14745.2 24587.8 9842.6 40.0 22744.1 10662.2 -12081.9 -113.3
Alcohol-, drink and

starch production 77667.9 82787.7 5119.8 6.2 43949.5 44338.1 388.6 0.9 21940.6 15340.8 - 6599.8 -43.0
Tobacco and other

food articles 2856.6 21370.9 18514.3 86.6 16162+ 18635.2 2472.7 13.2 27495.4 10705.3 -16790.1 -156.8
Plant growing 148897.4 427026.1 278128.7 65.1 263943.2 124070.7 —-139872.5 -112.7 186737.2 33602.1 -153135.1 -455,7
Horticulture 44849.7 45284.3 434.6 1.0 45149.8 47903.3 2753.5 5.7 39906.4 36526.4 - 3380.0 - 9.3

Livestock and

animal-derived

products 8534.7 . 9881.2 1346.5 13.6 152411.4 139975.9 -12435.5 - 8.9 16598.8 6489.4 -10109.4 -155.8
Forestry 244.0 285.7 41.7 14.6 42312.0 41127.5 - 1184.5 - 2.9 39457.4 35894.9 - 3562.5 - 9.9

Total 480733,3 869040.0 388306.7 44.7 1392448.1 1164568.7 -227879.4 -19.6 632740.8 338380.2 -294360.6 -87.0

1/ Difference= Fhe difference between the figure as per the destination country (target country) and the figure as per the
contracting (paying) country which is of negative sign if the country is mediator and of positive sign (without making

the sign) if the country is the "endurer" of the nediation.
Source (here and on all tables of App. 2/1-6): own calculation based upon AKII figures.




Distribution ofagricultural and food industrial exports in 1992

{ to _contracting- and destination countries and the share of mediation trade

- in 1000 USD and per cent
C.I.S. From C.I.S. Russia From C.I.S. The Ukraine

Product group ConFract— DeSFlna— Difference Con?ract— DesFlna— Difference Con?ract— DesFlna— Difference
ing tion ing tion ing tion

country value % country value % country value

Meat industry 8813.0 20094.3 11281.3 56.1 593.1 1412.1 819.0 58.0 880.6 2747.4
Poultry and egg . .

processing 1534.5  4648.9 3114,4 67.0 52.7 205.6 152.9 74.4 204.5 204.5
Dairy industry 2022.1 4167.5 2145.4 51.5 1033.0 2836.3 1803.3 63.4 299.9 643.4
Preserves industry 38599.2 47735.6 9136,4 19.1 27994.0 35580.5 7586.5 . 1872.4 1667.2
Milling industry and

compound feed 33521.2 38092.9 4571.7 12.0 11884.8 13612.7 1727.9 . 817.4 877.1
Sugar’ industry 8368.5 23977.6 15609.1 1 5983.7 14595.1 8611.4 . 95.6 154.7
Vegetable oil

industry 19847.9 29838.5 9990.6 12043.5 16101,3 4057.8 40.9 166.4
Baking-, pastry- and

sweets industry 9421.0 11348.6 1927.6 6317.6 7581.9 1264.3 1733.6 1874.2
"Alcohol-, drink and .

starch production 27871.8 29238.2 1366.4 19705.1 21366.9 1661.8 3598.0 3520.4
Tobacco and other

food articles 1412.4 2541.6 1129.2 750.8 1823.1 1072.3 104.3 113.9
"Plant growing 103242.3 369309.6 266067.3 28612.3 79224.9 50612.6 9389.5 48965.7
Horticulture 31956.7 31988.1 31.4 21462.0 21488.7 26.7 . 2999.2 2993.8
Livestock and T

animal-derived

products 3641.8 4500.5 858.7 3032.6 3099.8 67.2 333.5 333.5
Forestry 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 290252.0 617490.9 327238.9 139465.1 218928.9 79463.8 22369.2 64262.2




Appendix 2/3 |

Distribution of ggricultural and food industrial exports in 1992,

to contracting- and destination countries and the share of mediation trade’

in 1000 USD and per cent

0 Czech and Slovakian Republic Rumania Yugoslavia
Product group Co?tract— Des?lna— Difference Cogtract— Des?lna— Difference Co?tract- DesFlna— Difference
ing tion ing tion ing tion
countr). value % country value % country value %

Meat industry 3231.0 3509.7 278.7 7.9 676.7 . 1231.5 554.8 45,1 8910.3 47712.7 38802.4 81.3
Poultry and egg )

processing 1474.3 844,7 -629.6 =74.5 198.2 ©198.2. 0 0 1343.3 5682.4  4239.1 75.9
Dairy industry 266.6 266.6 0 0 434.8 478.9 44,1 9.2 4998.8 6357.4 1358.6 21.4
Preserves industry 6462.3 7136.7 674.4 9.4 3881l.2 3978.9 97.7 2.5 6284.9 9742.4 3457.5 35.5
Milling industry and

compound feed 411.7 703.3 291.6 41.5 7676.1 © 8408.6 732.5 8.7 4181.9 6070.2 1888.3 31.1
Sugar industry 461.1 14.0 -447,1-3193.6 9101.3 10247.2 1145.9 11.2 6334.7 9332.6 2997.9 32.1 3
Vegetable oil

industry 4502.2  7015.3 2513.1 35.8 220.2 4589.4  4369.2 95.2 5155.3 = 44689.2 39533.9 88.5
Baking-, pastry- and

sweets industry 3243.9 4072.,2 828.3 20.3 6382.0 6940.7 558.7 8.0 44.5 165.7 121.2 73.1

Alcohol-, drink and
starch production 11706.1 11855.3 149.2 1.3 34964.3 38398.3 3434.0 8.9 4416.6 5340.1 923.5 17.3
Tobacco and other '

food articles 651.7 16512.0 15860.3° 96,1 395.4 494.,9 99.5 20.1 607.6 637.3 29.7 4.7
Plant growing 16000.3 16117.5 117,2 0.7 12777.5 21288.9 7511.4 35.3 19911.4 .26528.8_  6617.4 24.9.
Horticulture 9288.8 9642.5 353.7 3.7 2026.9 2039.6 12.7 0.6 3140.2 3479.0 338.8 9.7
Livestock and

animal-derived

products 2734.7 3090.7 356.0 11.5 616.2 617.1 0.9 0.1 7971.2 20887.8 12916.6 61.8
Forestry . 243.7 285.5 41.8 14.6 0.2 0.2 0 0 1960.6 6621.7 4661.1 70.4

Total " 60678.3 81126.1 20447.8 25,2 79351.1 98912.3 19561.2 19.8 75261.3 193147.3 117886.0 61.0




, Distribution of agricultural and food industrial exports in 1992

1to contracting- and destination countries and the share of mediation trade

in 1000 USD and per cent
USA : France Switzerland

Product group Con?ract— Des?lna— Difference Co?tract— Des?lna— Difference Con?ract— Des?lna— Difference
ing tion ing tion ing tion

country value % country value country value %

Meat industry 1702.9 1089.5 -613.4 . -56.3 13147.4 13581.3 433.9 11545.6 9575.1 -1970.5 -20.6
Poultry and egg o :

processing 4296,4 1675.6 -2620.8 -156.4 48959.7 49972.9 1013.2 23971.9 27310.4 3338.5 l12.2
Dairy industry 5609.7 5609.7 0o 0 4938.6  4938.6 o] 963.2 176.7 - 786.5 -445.1
Preserves industry 37307.0 38084.6 777 .6 2.0 5696.4 6924.3 1227.9 11900.8 7388.9  -4511.9 - 61.1
Milling industry ac .

and compound feed 321.1 1.6 -=319.5 +19968.7 159.0 0.0 -159.0 4637.8 346.6 -4291.2 -1238.1
Sugar industry 1413.6 6.4 -1407.2 -21987.5 3808.9 0.0 -3808.9 134.0 0.0 - - 134.0 -100.0
Vegetable oil ’ .

industry 2071.6 151.0 -1920.6 - 1272.0 648.4 61.8 - 586.6 32813.1 8963.7 -23849.4 -266:1
Baking-, pastry and

sweets industry 2080.5 < 1508.6 -571.9 -37.9 1635.4 2691.0 1055.6 719.8 1246.7 526.9 42.3
Alcohol-, drink and . i

starch production 4652.4 4589.3 - 63.1 -1.4 3059.2 . 345.0 -=2714.2 -786.7 8342.2 4259.5 -4082.7 - 95.8
Tobacco and other :

food articles 4372.6 12.1 -4360.5 -36037.0 663.1 658.4 - 4,7 - 0.7 16471.3 467.4 -16003.9 -3444.0
Plant growing 8390.1 49.0 -8341.1 ~17022.7 21609.1 5449.6 -16159.5 -296.5 138927.2 9406.9 -129520.3 -1376.9
Horticulture 620.6 - 36.5 .-6,2° 851.2 953.4 102.2 10.7 2132.8 2140.6 7.8 0.4
Livestock and -

animal-derived ) )

products 853.4 - 791.5 -1278.7 5096.4 4849.7 -246.7 -5.1 3392.6 2960.0 - 432.6 4.6
Forestry 24.0 ) 5.0 - 26.3 393.8 393.8 0 0 142.6 119.8 22.8 9.0

Total 73715.9 53442.4 -20273,5 37.9 110660.6 90819.8 -19846.8 -21.9 256094.8 74362.4 -181732.4




Distribution of agricultural and food industrial exports in 1992
to contracting~ and destination countries and the share of mediation trade

in 1000 USD and per cent

’ . Austria Germany
Product group Coytract— Des?ina— Difference Coytract— Des?ina— )
ing tion ing tion Difference

countrz value % country value %
Meat industry 31555.9 8980.9 .—22575.0 -251.4 . 106865.5 103073.6 - 3791.9 - - 3.7
Poultry and egg processing 39165,6 32597.2 - 6568.4 - 20.2 118424.7 114724.0 - 3700.7 - 3.2
Dairy industry 12626.1 6379.9 - 6246.2 - 97.9 1316.4 2413.6 1097.2 45.5
Preserves industry 33463.4 27765.2 - 5698.2 - 20.5 160298.0 157887.3 - 2410.7 - 1.5
Milling industry and compound feed 2597.4 485.7 - 2111.7 -435.0 2179.2 1456.7 - 722.5 -49.6 2
Sugar industry 11164.5 2609.5 - 8555.0 -327.8 7875.5 1326.7 - 6548.8 -493.6
Vegetable o0il industry 11455.0 6880.4 - 4574.6 - 66.5 6220.1 2117.4 - 4102.7 -193.8
Baking-, pastry- and sweets industry 21472.9 8915.4 -12557.5 -141.0 10450.4 15882.9 _ 5432.5 34.2
Alcohol-, drink and starch production 7512.9 5031.4 —12481.5 _ 49.3 20625.8 20599.0 - 26.8 - 0.1
Tobacco and other food articles 10923.3 10036.2 - 887.1 - 8.8 8745.5 6840.1 - 1905.4 -27.9
Plant growing 43907.6 21460.8 -22446.8 -104.6 101365.1 66335.6 -35029.5 ~-52.8
Horticulture 28577.8  25331.7 - 3246.1 - 12.8 33424.3 33854.3 430.5 - 1.3
Livestock and animal-derived products 12606.7 3225.2 - 9381.5 -290.9 20270.8 17432.9 - 2837.9 -16.3
Forestry 39303.6 35764.0 - 3539.6 - 9.9  1877.1 1592.0 - 898.9 --17.9

Total " 306332.7 195463.5 -110869.2 - 56.7 599938.6 545536.7 -54401.9 ~-10.0




Appendix 2/6

Dismﬁbuthxxofagricultural and food industrial exports in 1992

to_contracting- and .destination countries and the share of mediation trade

in 1000 USD and per cent
The Netherlands : Italy

Product group . Contract- Destina- Difference Contract- Destina-
ing tion ing tion

country value % country. . value = %

Difference

Meat industry : 20550.6  11957.7 - 8592,9 - 71.9 90522.4  79956. -10566.4 -13.2
Poultry and egg processing " 4630.7 5053,9 423.2 8.4 30658.1 "“56555f5—~‘ -390.8 - 1.2
Dairy industry 7007.4 7419.3 411.9 5.6 3198.3 3194.1 -4.2 - 0.1
Preserves industry 11139.6 13606.4 2466.8 18.1 6575.7 4139.6 2436.1 -58.8
Milling industry and compbund feed ’ 97.4 . 58.1 - 39.3 - 67.6 2672.8 2489.7 -183.1 - 7.4
Sugar industry 1011.7 24.7 - 98.7 -3996.0 3322.5 3470.8 148.3
Vegetable oil industry 17372.5 7094.6 -10277.9 -144.9 7677.0 4393.6 3283.4
" Baking-, pastry- and sweets industry 718.3 1206.2 487.9 40.4 944.3 1810.0 865.7
Alcohol-, drink and starch production 3361.1 3379.8 ’ 18.7 0.6 5297.0 8835.9 3538.9
Tobacco and other food articles 375.7 259.4 116.3 - 44.8 5745.0 5886.1 141.1
Plant growing 97254.4  17763.4 _ -7950.1 ~447.8 25002.4 22532.8 2469.6
Horticulture ' . 4236.3 5694.8 1458.5 25.6  3195.6 3627.3 431.7
Livestock and aﬁimal—derived products 3781.3 734.8 -3046.5 -414.6 100003.8 94682.5 5321.3

Forestry . 622.4 622,9 0.5 0.0 38945.0 38046.1 898.9

Total 172159.4  74866.0 -97293.4 -130.0 323759.7 303332.0. -20427.7
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