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Table 0.1 Comparison of Great Britain and Poland.

GREAT BRITAIN
COUNTRY
Size ( 000 km?) 230
Population ( mill.) 54
GDP (£ 000 mill.) 416
GDP/head 7,720
AGRICULTURE
Area( mill. ha.) 17.7
Farms (000) 237
Average farm
size( ha.) 74.5
Tractors(000) > 500
Tractorsf{farm >2.1
Agriculture as
% of GDP : 1.5
Labour force (000) 566
% of labour force 2.1
POTATOES

Seed demand (000 t) 500
Certified
Seed use ( % ) >65
Consumption kgfyear 102
Average yield (t/ha) 35.8
Average

production (mill. t) 6-7
Area (000 ha.) 154
Storage losses (%) 3
processing

Capacity (000 t) 1,500
degree of ol

Mechanisation ~ { high

POLAND

312
39

43
1,112

18.7
2,682

5
1,100
04

14.5

4,300
29

4,600
<10 %
160
18.5
34-38
1,859
30

160

low
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From the information in Table 0.1 it becomes evident that Poland uses &8 much

greater area of land, as well as more labourers and farm units for the protluction
of its potatoes, than Great Britain does. The total yield of potatoes in Paland is
6-7 times larger than in Britain. Therefore in terms of production per labourer,
farm unit or hectare, the potato production in Britain is several times higher than

in Poland.

The findings of this study did not falsify the hypothesis but consequently
brought forward numerous indications, hinting that Britain is capgble of
providing the goods and services that are badly needed by the Polish| potato
industry. The import of the British know how, seed and equipment,| would
therefore accelerate the rate of development in the Polish potato industry. On the
Polish side there appear to exist sufficient financial funds, for uplifting the
UK-

industry, provided by organisations as the World Bank, EEC an

government.

Poland will eventually obtain the agricultural goods and services fram one
country or another. The agricultural/potato industry of Great Britain can choose
whether or not is wants to participate in this economic activity. The [British
strategy of exploiting the opportunities in Poland, should include the following
steps, namely holistic approach, focus of attention, physical presence,

of stakeholders,use of international funds, exchange of info

and piggybacking.
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1. INTRODUCTION

1.1 INTERNATIONAL BUSINESS AND TRADE

Interna

closely

tional trade and the growth of the national and global economy are

intertwined. International trade and the World economy are mutually

supportive, whereby a growth in the economy will result in a growth of the

world wide trade volume, and vice versa.

Many disciplines have studied international business and trade from different

perspectives e.g. economical, social, technical, anthropological and marketing.

Apart from the outdated mercantilistic view, all theories and scholars seem to

have reached an agreement that, international trade is beneficial to both

individuals and countries as a whole.

Internatjonal trade proves to be a vital component of the economies of all

countries. Trade leads to structural shifts in the economic organisation of

countries, and this provides new opportunities for firms,workers and

consumers.(Rugman et.al,1985).Trade and marketing also improve the standards

of living, create economic value, reduce prices and improve the industrial and

commereial bases of an economy (Kaynak,E,198 6).
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Participants in international trade relations tend to increase their indjvidual
wealth on an overall bases. The clear evidence for this conclusion is provided
by many centuries of world trade whereby trade itself improved the economic
conditions of those involved in it. If trade should have a negative influenge upon
the individual wealth of the people involved, it simply would have cepsed to

exist centuries ago.

On another level of involvement, trade introduces new technologies, tec
and products. International trade also enhances a more efficient allocation of
scarce resources like money, raw materials, energy, land and manageme t skills.
Furthermore trade allows countries to use their absolute and relative advantages

in the production of goods and services.

International trade of agricultural commodities, as well as the trade of
agricultural means of production are very important for both industrialiged and
industrializing countries. Between 1973 and 1986 the value of the world trade
in agricultural products alone increased from US $ 101 billion to $ 230 billion.
(de Hoog and Silvis,1990). EEC-imports of agricultural products alone account
for some 25% of the total. Whereas the EEC-exports&on agricultural products

only account for some 9-12 % of the world wide tradél in agricultural products.
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The potential advantage of highly industrialized countries in participating in the
trade df agricultural products, lies in the purchase of a cheaper food basket then
produc¢tion of all necessary goods locally. As for the less industrialized
countries, the advantage lies in gaining of hard currency, as well as a more
optimal use of the local and cheap available means of production. Increases in

agricultural output per capita inevitably liberalize time,money and people who

can then contribute to other parts of the national economy.

The pblitical changes in Central and Eastern Europe, and especially the new
polici¢s towards economies which are market oriented, will have a great
influehce upon the trade of agricultural products and supporting equipment.
Viewed from the Western European and North American side, this transition to
a market economy is welcomed. One may agree that support should be given to

the cduntries in the process of transition, but opinions differ upon the most
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There appear to be two main streams of thought; One that sees free (or|less
restricted ) trade as a mean for these countries to increase their econ¢mic
strength. The other stream is in favour of increasing the purchasing power
rapidly, by transferring large sums of money. This for instance took place i
case of Eastern-Germany,but not without a bitter aftermath. This approa¢h is
unlikely to be used for other countries, due to budget problems in the West and
the culturally much loser connection between the donor and receiving counfries.
More support is available for the EEC/World Bank vision that improvement of
the living conditions in the East should be established through incrdased
production and trade. A corﬁbination of lower trade barriers to export from
east to the west, in conjunction with selective financial support for incre
the domestic production, should be th¢ most appropriate way for development;
For it leaves the East European countries free to develop in their own individual
way. Furthermore it could lead to a structural increase of purchasing power ffrom

Eastern consumers for high technology products from the West.

International trade of agricultural products and related goods is a very impdrtant

aspect for the economic growth of the countries involved, and the world
gﬁ:

economy as a whole.;
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1.2 THE POTATO INDUSTRY

Potatoes are being produced in 130 countries, and are becoming increasingly
important to many developing countries. (Hourton,1987). Potatoes are a staple
food in Western and Eastern Europe, North America and a in considerable
numbe¢r of developing countries. Favourable characteristics of the potato are the
high qroduction of edible energy and proteins per hectare as well as per day.
(van der Zaag,1983). Production of potatoes is most significant, currently
accou*pting for almost half the output in root crops (FA0,1993). Finally, potatoes
can bjb stored and transported more easily than many other vegetables. These
facts make the potato crop and its related industry of significant importance in

the a%ricultural scene and agricultural trade in the East and West of Europe.

YIELD AND AREA

The world area on which potatoes were grown in 1991 was estimated to be
17,710,000 hectares. The average yield was 14.746 kg/hectare, which brings the

total production of 1991 to 261,162,000 t. Over the year 1991 the area and

produgtion of potatoes in the various production regions presented the following

A
i
4

picture.



Table 1.1 Potato production world wide 1991.

Region/country (000 ha) ( 000 kg) t/ha
World 17,710 261,162 14.7
Europe 4,199 85,054 20.255

EEC 1,324 42,731 3297

UK 162 6,700 41.358

Poland 1,733 29,038 16.759
CIS 6,000 64,500 10.750
Africa 725 6,814 9.43
NC-America 773 23,135 29.911
S-America 875 11,081 12.658
Asia 5,088 69,111 13.582
Oceania 49 1,467 29.844

Source: FAO Yearbook of Production.
The differences in yields can be explained by two causal factors;
1 Differences in biological and geographical conditions under which the g

growing (e.g.soil type,diseases, climate and day length).

rop is

2 Differences in the treatment the crop receives through the actions of mah (e,g.

fertilisation, measures against diseases, breeding, machinery and the |socio-

economic infrastructure).

CULTIVATION

Potatoes are usually grown b):;%"planting of seed potatoes in a quantity of

t/ha. The seed potatoe% aré planted in rows, preferably in clod-free and ¢

2.5-3

isease
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free spil. In Northern Europe seed potatoes are planted during spring time, and

the ware potatoes are harvested around September. The growing season can vary

widely due to the climatic conditions of the place of cultivation and the intended

end

Tec

e of the crop (seed/ ware/ processing).

cally it is also possible to grow ware potatoes from mini-micro and true

seed. [The commercial applications of these methods however are not yet

develag

ped to a satisfactory level. Mini- and micro-tubers do have commercial

applicptions in the growing of high grade seed.

Potatops can be planted, maintained and harvested by hand. On the Western-

European farms this whole process is largely carried out with the use of modern

machii

manag

As fre

nery and equipment. Farm size and labour cost make it impossible to

e without them.

sh potatoes only come available during the summer period (in Western

Europg), potatoes have to be stored over the winter. Adequate storage is of great

importance to the financial well being of the growers. With the use of proper

storagg facilities the losses can be as low as 2-3 % of the total crop. When

proper

#

. o i .
storage 1s not available, the lossesican easily mount up to 50 % or more.

TN SRR -
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USAGE

The harvested potato tubers can be used for five different products;
1 seed potatoes; The yield of a previous year is used partly or completel
seed to grow another generation. In developed countries the growing of
potatoes is a specialization that gets rewarded with a price premium comp
to the ware potatoes. In order to produce high quality (high grade) seed
producer will have to start from seed which has an even higher quality
price.

2 ware potatoes; These potatoes are consumed by humans after being cookd
baked. As consumers have a preference for fresh (i.e. recently harve:
potatoes, there is a price premium for ware potatoes that are sold out of sed
There are two ways to obtain this price premium. First of all one can grow

potatoes on other parts of Europe (Cyprus, Mediterranean) and transport

fresh ware potatoes to Northern European Markets. Secondly one can stor¢

potatoes over Winter, and sell them in the Winter/early Spring.

3 processed potato products; Processed potatoes are all the products made fi

potatoes, which still have a final consumption by humans. Best known prod
in this category are chips,crisps and other snacks. However there is a wide r:

of other appliances such as mashed potatoes,dehydrated potatoes,and ch

potatoes.

y as
seed
ared

the

and

d or
sted)
son.
/ the
the

the
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ucts
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illed
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4 starch; Just under 20% of the potato tuber consists of starch. This starch can

be extracted from the potatoes and then be used for more than 200 different

applications in industry textile, food, glues etc. Approximately 10% of the

worldwide volume of starch production (25 million ton in 1990) stems from

potato

starch.

5 animal feed; Potatoes have a high nutritive value and are also used to feed

livestock. Within Western Europe this only happens in rare situations.

Althoygh the five products seem quite interchangeable at first sight, they are not

in the Western part of Europe or North America. Potatoes tend to be bred and

grown

for one of the five specific end uses. Starch potatoes with an extra high

content are not appreciated by consumers. Ware potatoes, in Western Europe

and N¢

shelf 1

desting

or all ¢

as wel

prth America, can capture a price premium for the visual appearance and
ife; While seed potatoes demand a different smaller size than potatoes
d for the processing industry. If there is a specialized demand for some
pf these five products, the farmer acts in his best interest by specializing

| on the production of one or two of the potato products.

g

There are numerous ways to consume potatoes e.g. the whole tuber after boiling,

as frie

d potatoes as flakes or as ingredients for other foods. The potato also

10
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possess good qualities as animal food. Furthermore starch can be extracted frpm

potatoes, which makes them a valuable raw material for the starch industry

INTERNATIONAL TRADE
Assessing the world volume and value of the international trade in potatoes

related goods is very difficult. The FAO-annual yearbook of trade publishes

and

the

value and volume, individual countries have traded on a yearly basis. THese

figures however are a compilation of seed, ware and processed potatpes,

whereby the separate products can not be identified. Furthermore there

are

indications that the figures documented on potato trade are far, (sometimes more

than 300% ) below the actual figures (Renia,1992).

The FAO estimated the value of worldwide trade in potatoes for 1990 to I

$ 2,028 million. Even when the low-estimates of FAO are used, the potato t

e at

rade

accounts for almost 1% of the total value of agricultural trade. Most of the trade

in potatoes takes place within the European continent (approximately 78% in

1990).

Accurate figures about the trade in potato related equipment are even harder to

obtain, as the equipment for the harvesting, handling and storage of potatogs is

mostly part of the general machinery statistics. The large companies who are

involved in the trade of potato related machinery, see little profit in opgning

11




/

L

-

j

e S IR U [ SO R (U T P [ Y R SN R S R

— |

(W |

1 L1

L.

| — |

- |

their

statistics for the public or the scientist.
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Intensive trade relations do exist for instance Scotland exports seed potatdes to

more than 40 countries in the world. Due to the single market in Europe} and

the expected rise in purchasing power of East European farmers, an increase of

the trade volume is more likely than a decrease.

KEY ELEMENTS OF THE INDUSTRY

The core of the potato industry comprises the following elements: seed pot&toes,

ware potatoes, processed products, machinery, and storage. The presence of each

of these elements is necessary for the production of high quality food

customer that becomes increasingly more demanding.

The seed that a farmer uses determines the variety and therefore the tas

characteristics of the potato that will be eventually harvested. The qualit

for a

and

and

variety of the seed determine the susceptibility of the crop to diseases, drought

and insects. Choice of the seed should be in accordance with the advantages and

disadvantages of the soil, as well as with the expected demand of thq final

product. Planting of starch varieties eliminates the potential end use of Human

consumption. The planting of many tasty table potatoes reduces the possi

use for the processing industsy. Access to seed potatoes of high quality,
i

*

: 3 o :
brings forth potatoes that are marketable, is vital to the potato industry.

e end

which

13
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Ware potatoes are the most basic product of the industry, they are the ones that
determine the overall profitability of the industry. Ware potatoes need to meet
customers demands for a fresh product with pleasant visible characteristics.
Customers are willing to pay a lot of extra money for early potatoes from
Cyprug for example which arrive at the domestic markets outside the normal
growing season. Furthermore customers display a wide variety of demands in
respect of the taste, colour and cooking qualities of the potato. Unless there is

a dempnd for its potatoes, the industry has no reason of existence.

The processing aspect may be reasonably new to the potato industry, but it

proveq to be a force that changes the face of the potato industry completely.

McDonnalds for instance has

promised its customers to provide the same quality of french fries world wide.
This cpnsequently means that its purchasing of potatoes is restricted to one or
at mogt two varieties of potatoes. The characteristics that exert influence over

the prpcessing qualities of potatoes are nearly infinite; colour, sugar reducing

content, fat absorbtion, shelf life and even ’bite’-character. In most developed

countrjies, processed potatoes account for one third of the total potato

ption. A potato industry lacking a strong processing component might

have heen viable before the second world war, but can prove to be anachronistic

in 1993.

14
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Machinery is of major importance to the potato industry, as it determing
quantities that can be grown per farmer, as well as the quality of the
product. Appropriate use of machinery can prevent unnecessary damage

final crop and bring forth higher yields.

The importance of storage becomes evident from the fact that the potat

perishable crop, that can be preserved several months, only with a signf

ks the
final

fo the

D iS a

ficant

amount of extra care. The need for storage can be minimum in countries afound

the equator,like Nicaragua where potatoes can be harvested throughout th
and excessive demand exists as well. In the more moderate climates pg
can only be harvested once a year, while the demand exists througho
whole year. Therefore adequate storage capacity can make or break the |
industry in Europe. As one can see in chapter 3, the potato processing s
in Poland is limited to 3 months as there is not enough storage capacity

remaining nine months.

P year
tatoes
1t the
botato
eason

in the

15
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1.3 HYPOTHESES AND RESEARCH AIM

RESEARCH

The pesearch was carried out in part full-filament of the one year MBA-course
at the University of Stirling, Scotland. This project represented the final part of
the International Business Variant, within the MBA. Supervision was provided
by IPr.W.Curry, senior lecturer in International Business at the University. The
projgct has been funded completely by CAROS international and Scottish
Enterprise Tayside (SET), as part of anexchange that was set up by the Scottish

Interpational Resource Project (SIRP).

The project evolved out of several discussions between CAROS and SET over
the (evelopment of potential market opportunities in Central and Eastern
Eurorpe. CAROS is a consortium of the following Scottish Research
Organisations; Macaulay Land Use Research Institute, Moredun Research
Instifute, Rowett Research Institute, Scottish Crop Research Institute, Scottish
Agrigultural College, Scottish Agricultural Statistics Service and the Hannah
Resdarph Institute. CAROS is actively involved in the transfer of agricultural
knowledge frgm Scotland to countries oversees. Tayside Regional Council is an

active promcft;er of the export potential that is available with in the Tayside

regiqn.

16
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The research was carried out on a full-time basis during the months of June,

July and August of 1993, using the CAROS headquarters as home-basis.

HYPOTHESES

Preliminary scanning of the literature and discussion with specialists

from

CAROS and SCRI, concluded in the formulation of the following hypothgses:

“Within the scope of the potato Industry, the establishment of intensive [trade

relations between Poland and Great Britain, including the transfer of techndfogy,

machinery and seed potatoes,will bring economic benefits to both countri

k9%

"

S.

Falsification of this hypotheses will prevent the potato industry of both cougtries

from allocating their resources towards a goal that ‘will bring no reyard.

Verification of this hypotheses will justify the initial investment of hi
capital,time and money necessary to initiate this bilateral trade, as it shou

able to become profitable itself within a few years.

RESEARCH AIM

This research aims to provide stake holders in the potato industry of

countries with reliable and accurate information, which will facilitate

process of decision making. Furthermore it offers key-elements for a strate;

lman

d be

both
their

ry to

17
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develpp the potential that has been identified. Both elements, the provision of
inforthation and elements for a successful strategy, will make a contribution

towailds the social and economic integration of East and Western Europe.

1.4 NIETHODOLOGY

The | work for this dissertation consists of four parts which are largely
intertwined. First of all a literature research for which the libraries at SCRI,
SAd/University of Edinburgh, Wageningen Agricultural University, University
of Skirling and the University of Dundee were visited. On Link searches were
conducted at the Cambridge library employing the Janet system, as well as CD-

roml searches at the abstracts of the Commonwealth Agricultural Bureau.

The second part comprised of a several semi-structured interviews with
authorities from the UK potato Industry, in order to assess the present situation

in Great Britain.

In the third part an assessment of the present situation in Poland was carried
)
: - o
outf through the use of senujstructured questionnaires that were send to 6

authorities of the Polish potaté Industry. Parallel to the written questions to

18
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people in Poland, there have been a number of discussions with a scientist fr

DIN

Jadwisin (Poland), the leader of the Post-harvest program of the Internatiohal

Potato Centre (CIP) and British experts who had visited Poland in the past

months.

The forth part, and the most important for the testing of the hypothes
consisted of a number of in depth discussion with potato specialists in

attempt to assess the form and content of future trade relations.

As mentioned before, the four components of the project were stron
intertwined. Most of the people interviewed in Scotland have published ab
the potato industry, have visited Poland at least once, and also have expl
views about the future of Scottish exports. Therefore information was of

received simultaneously as opposed to sequentially.

1.5 CHAPTER OUTLINE

The thesis concists of five chapters, starting with an introduction on internatio

»

trade, the potato industry in ggr!eraf’ and the hypotheses and research aim of

study. The introductionary chapter is followed by two country specific chapt

24

es,

an

cit

fen

hal

the

ET'S.
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Each

Brita;

The

indus

describing the potato industry and its environmental setting of Great

n and Poland respectively.

two chapters are logically follwed by the forth chapter in which the

tries of these two countries are compared, and the conclusion about the

hypostheses is made.

Finally the fifth chapter takes the positive conclusion of the previous chapter as

a bas

Grea

s to discuss the key elements to further develop the trade relations between

Britain and Poland.

20




2 THE BRITISH POTATO INDUSTRY

]

]
_ ] 2.1 AGRICULTURE IN BRITAIN

] Great Britain consists of the countries Scotland, England and Wales. The overall
population of Great Britain is estimated to be 54 million; 49 million in England
and Wales and 5 million in Scotland. Great Britain has an area of 230,000
Being part of the United Kingdom, it holds a long tradition in favour of
democracy and free-market mechanisms. Since 1973 the UK is a member of the

European Community.The United Kingdom is headed by a monarch, Queen

Elizabeth, but politically led by a Prime Minister.
Great Britain can be among listed the richest countries in the world, and it
a considerable political clout in organisations such as the United Nations

Security Council and the G7.

- Northern Ireland is part of the United Kingdom, but not of Great Britain, As

Northern Ireland has a separate Potato marketing Scheme, it has not been taken

A into account for this study.
4

¥y

|

b
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ECONOMY

The GDP for the UK in 1990 measured £416,888 million. The main contributors

to the GDP are Manufacturing (22.4%), Banking and Finance (18.3%), as well
as distribution, hotels and repairs (14.7%) and Education and health services
(9.5%). Agriculture only accounted for 1.5 % of the 1990 GDP. Over the year
1990 the UK had a trade deficit of £ 16 million. The UK has a work force of

28,510 million, of whom 3 million (5.8% ) are presently unemployed.

British agriculture is highly efficient and productive. In 1990 only 2.1 % (
566,000 ) of the population was employed in agriculture, yet Britain as a whole
was 56 % self-sufficient in it overall food demand. Agriculture contributed
around £ 6,378 million towards the GDP, which is only 1.5 %. Britain is a
major exporter of agricultural produce and food products, agrochemicals and

agri¢cultural machinery.(HMSO,1992)

Agriculture utilizes some 77 % of the available land, which comes down to 12
million hectares for crops and grass and almost 6 million hectares for grazing.
Britain has approximately 237,400 farms. The average farm size is 100.7
hectares. Between 1979 and 1920 agricultural labour productivity has risen at

it
more than 70% (HMSQ,1‘992).»‘-'I

22
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Profizofion area yield
( 000) (000 ) t/ha.

Wheat 2,013 14,035 6.97
Barley 1,517 7,894 5.2
Oats 107 7,894 4.94
Potatoes 178 6,390 35.84
Oilseed 390 1,209 3.10
Sugar Beet 194 8,000 41.24

More than half of the farms are dairy farms. By 1990 Britain had a total of

12

million cows and calves, 43 million sheep and lambs, 7 billion pigs and 124

billion poultry. The average yield of milk per cow per annum lies at 5,137 litres.

Milking is almost always done mechanically. The main crops for the United

Kingdom in 1990 are as follows;

Table 2.1 UK crops 1992.

Source: HMSO,1992

POTATOES

The potato crop is of considerable importance to Great Britain, for following

reasons. First of all potato consumption in Great Britain (102 kg/head/year)

is

the second highest of all EEC-countries. Only the Irish consume more potatdes

than the British. The retail value of potatoes and potato products in Britain h
been calculated to be £ 2.5 billion (PMB,1992). Secondly the natiot

production of more than 6 million tons per year makes Britain the worlds nir

pal

1th
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largest potato producer (Young,1990). Potatoes account for some 5 % of the
British farm income. A flow chart of for potatoes in Great Britain is given on

page 24.

In 1990 an area of 154,060 hectares was used for the production of potatoes. Of
this atlea 83 % was located in England and Wales, with the remaining 17 % in
Scotland. Where the production of certified seed is concerned, the situation is
reversed. Some 90 % of all seed grown in Britain originates from Scotland.

Potatdes were cultivated on 17,141 farms in 1991.

A uniljue element of the British potato industry is the Potato Marketing Scheme
(PMS) which is administered by the Potato Marketing Board (PMB). Potato
production in Britain has been under the PMS since 1933. The PMS aims to
make| the supply and the demand of potatoes meet within Great Britain. The
reason for this scheme lies in the importance of the crop and the limited market

power that farmers can exercise.

The PMS is managed by the Potato Marketing Board. The PMB in turn sets
an annual quota for the acreage of potatoes that may be grown without paying
a fine. The growing of potatoes in excess of the area allocated to an individual

farmer brings about a fine which is mostly as high as the value of the crop.
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FLOW CHART FOR POTATOES IN GREAT BRITAIN: JUNE, 1990 - MAY, |1

931
Intervention | 32 Seed |
‘} 1 N Home Crop Production | Retained on :
5__».{ etamn on Harm ‘ |
; ] 8131 ' . Sales o Farmers (420,
¢ Non PMB Stockfeed 681 ( | Allotments &|Gardens L3t
i & Wastage : # | Exports 52°
- _ Home Crap for ! ~ Total Home Grown 505
increase in Trade < Human Consumption | i ‘
- i I N ; Imports 44
Stocks atend-May | 2902 = .
: | . Totai 549 |
! 12 .
Raw tmports
t  Product \S
i _Exports | | Maincrop Ulster r X
Heme Crop Processed — . : | Home Crog Raw |
: : 48 i Maincrop Others ! .
‘ 1393 > l  New 2571 | 3509 :
; ; ]
| _Toral 332 ‘
i ] Y x .
Imports Processed imports Raw ;
; Product imoorts | 35 ‘ 297 i
L o
B AN A | .' Y
Total Products : . Total Raw Ware Expcrts
. } ) -
1903 : ) L ; 86
| ]
! !
Y Y 4 Y
P b R .
Usage in Homes roduct Usage by aw Usage Usage in Homes
Caterers by Caterers
, .' 897 | Loose I2218"
Canned/Dried 5.0% | 41| |Canned/Dried 29.7% :321 ! Pre-packkd . 525"
Crisped 47.2% | 389 Crisped 19.5% ;210 —
Frozen 47.3% |395{ | Frozen 50.8% . 548 | Toml <543
Total *00% !824 j ’ Total 100% 110791
J
='gures other than percentages are in ‘000 tonnes raw potatoes.
2-ccessed potato croducts are quoted as raw potato equivalents.
Since the indiviguar esumates within the apove data are subject zp errors varying in
degree, those given for a particuiar season shouid be treated \ﬁnth reserve.
Comparisons mage over a number of seasons will indicate trenc_is in the patterns of
consumprtion.
Sources: PMB ang MAFF
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The

incre

MS is not free from controversy, as potato processors argue that it

ses the price of potatoes unnecessarily. Secondly the PMS has not been

able to prevent substantial amounts of ware potatoes being imported, as

domestic supply can not meet domestic demand. Thirdly there are suggestions

from

the European commission about the establishment of a uniform potato

marketing scheme in Europe. Such a legislation could entail a great change for

the British marketing scheme. However,it has been agreed that the present PMS

will nemain intact untill 1994.

2.2 SEED POTATOES

PRODUCTION

The 3rea used for seed production lies between 16 and 17-thousand hectares,

whereby most of the area is locat'éd in Scotland and the North of England. For

1991

the area planted for seed potatoes was 16,074 hectares, of which 14,205

hectares ( 88 %) was located in Scotland (PMB). Scotland is in an ideal

situation to produce high quality, high grade seed, as its has both the natural

circumstances and human resources that are needed for production. The average

yield

for seed potatoes lies around#22 t/ ha, and approximately 66 % of the
ﬁ B

potatp plantings use certified seed. »'(Young,1990).
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Great Britain imports some 30-40,000 tonnes of seed per year, mainly from

Holland and Ireland. On the other hand Great Britain export almost the same

amount to a wide variety of countries such as Cyprus, Algeria and the Ukrhine.

VARIETIES

Great Britain has excellent capacities for the breeding of new varieties, addpted

to the latest requirements of consumers and the processing industry. Breeding

activities are undertaken by State funded institutes, of which the SCRI id the

most important one, as well as by some large private companies. At the momn
more than 40 % of the potato area is planted with British varieties, while

remainder is planted with Dutch and Irish varieties.

ent

the

The share of the most important varieties to the totally planted area is following;

Maris Piper (14 %), Desiree (11 %), Record (11%),Penthal Crown (3%),

Pentland Dell (6%) and Pentland Squire (7%) (Young,1990).

PRODUCERS

All of the more than 17,000 growers who are registered with the PMB,

are

allowed to grow seed potatoes. However in order to grow classified seed, which

has a higher quality and price, the growers has to meet certain criteria. The seed

27
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with| which the growers start has to be classified and of a very high quality.

During the growing season the prospective seed is inspected several times.

Although there were almost 400 licensed merchants for seed potatoes, around

half of the total production is sold through the following companies; Nickersons

Seeds

,» SE-growers, Grampian growers, Dalgety Produce, McCain, PBI, UB,

Anglian Produce. This concentration of seed sales is still relative small

compared with the Dutch situation whereby individual companies have market

shares of up to 40 % of the seed market (Renia,1992)

Great
the gn

annua,

2.3 WARE POTATOES

Britain has got some 1500 licensed ware potato merchants, who connect
ower with the consumer. By 1981 there were 67 merchants who had an

| throughput of 10,000 tonnes or more,and these merchants together

handled 42 % of the ware market (Ritson,1985). The individual growers

however are totally free to sell their potatoes directly to the customers, which

happens on a large scale. According to the PMB, more than 10% of all the ware

patato

i
;
{

purchases by final consumers are made directly at the grower.

Estimates hold it that some 15 % of all potatoes are sold through supermarkets.
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The influence of the supermarket on the producers behaviour however is Imuch

larger. Most farmers aim to sell their produce to supermarkets, and they
through a lot of effort to meet the additional quality and grading deta

Effectively only a small percentage of the crop is bought by supermarkets.

CUSTOMERS

g0

nd.

The British consumer has access to a wide variety of freshly available

vegetables. This makes him very demanding towards the physical and wis

ual

appearance of the ware potatoes that are being offered to him. Btitish

consumers will try to obtain fresh potatoes wherever possible, which lead

producers to come up with three sales seasons.

the

In Britain there are separate sales seasons and potato varieties for first earlies

(or new), second earlies and maincrop potatoes. Farmers have to target their

production and variety choice to one of these three sales seasons. Outwit these

sales seasons, the potatoes that are being sold have either a stored or a fore

origin.

The main varieties for eacl season are following;

First earlies: Maris Bard, Pentland Javelin, Ulster Sceptre, Arran Comet |

Epicure.

ign

hand

29




W W W} (VN | —— (W | — (- [—

WO |

Secong earlies: Wilja and Estima

Maincarop: Maris Piper, Desiree,Pentland Crown, Pentland Squire, Pentland Dell,

King Edward, and Romano.

2.4 PROCESSED POTATOES

The pptato processing industry is one of the most important components of the

British potato industry. Around one third of the national yield is being
procegsed, while the processing industry has to buy additional raw material from
abroad. Besides the import of ware potatoes for processing, Britain is a net

importer of processed potato products.

The apnual capacity of the British processing industry was just over 1,600,000
t. of fresh potatoes in 1990, and an increase is expected. From all potatoes, 48
% is processed into crisps while 42 % is processed into chips. It is important to
note that although the crisp products only account for 27 % of the produced
volume, they account for 75 % of the produced value. The remaining potato
products are the dehydrated and canned potatoes.

#
For.;mtg;aps of illustration, the breakdown of 1988/1989 production is presented;

30
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Table 2.2 Processed Potato Production

product production (in raw potato equivalent)
Canned potatoes 207,000 t

Dehydrated 13,000 t

Crisped 654,000 t

Chips 715,000 t

Source:PMB.

Only a few companies are involved in the processing industry. In the producfion

of chips, McCain is the absolute market leader, with 60 % of the countries chips

processing capacity. It will be evident that McCain can exercise serious buying

power where the quality of the raw potatoes is concerned. McCain U.K.

however is just one of the branches of McCain Foods Ltd. from Canada. This

multinational giant, with a turnover of more than £ 1 billion in 1988,has got 48

factories in 8 countries outside Canada. At present half of this turnover is b¢ing

realized in Europe.

In the Crisp industry the market leader is Pepsico Food International, followed

by UB Foods and Dalgety Foods. The capacity of Pepsico, which prodt

under the names of Walker Crisps and Smiths, is estimated at 150,000-200,

t (Ennew, 1993). UB Foods manufactures under the name of KP while Dalj
?( B

produces under the name of Golden Wonder.

yces

000

bety

31




e - (V- W

W

L ..»

it

[W—]

The [value of the processed potato market in Britain was estimated to be £ 610

million for 1992 , whereby imports accounted for £ 193 million.(Ennew,1993).

2.5 MECHANISATION

Potato growing is highly mechanised in Great Britain. Since the second world

war horses have become rare for farm work purposes. Over the past decades
machjinery for potato cultivation has become cheaper in relation to the rising
costs|of human labour. Due to the use of machinery, the farming population has
been|able to increase the agricultural output, with the use of less people.

Nowadays only 17,000 farmers are involved with the growing of the national

potatp yield,

An aperage, not markedly modernized, potato grower in Britain will use the

following machinery for cultivation;

Tractpr and plough, to plough the field at approximately 30 cm. Cultivators
whicl} operate on the power-take-of the ?fﬁactors to prepare the field before

3
*

planting. The main types are the vertical axis rotary cultivator, the reciprocating

harrow and the horizontal axis spiked rotary cultivator (Harris,1992). Where
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necessary stone and cloth windrowing machines are used to reduce dama pe of

the tubers at the time of harvesting. British farmers also have access to a |wide

variety of potato planting machines, as well as fertilizing equipment.

Before the harvesting operation begins, the farmers get rid of the potato hajhlms

either by burning, halm pulling or lifting and reburying, which is

all

mechanized. In the process of harvesting the following activities are carriedl out

mechanically; digging of the ridge or bed, sieving and conveying the pothtoes

and soil, separating haulms and roots, further cleaning of the potato| and

transport of the potatoes to either boxes or a bunker on the harvester. The |four

most important types for potato harvesting are single row manned, twolrow

manned, two-row unmanned, and four row self propelled.

After the harvesting process, either before or after storage, the potatoed

are

graded. This means that the crop is rearranged into two or three cathegorids of

tubers of similar size. Grading is of great importance to meet the custoqners

demand. The processing industry prefers large potatoes of about 50 mm or mjore,

whereas seed potatoes need to be of small size. Graded potatoes have a price

premium, as it facilitates the end use §y different types of customers.
.

Throughout all of Britain there exists an extensive network of machinery dedlers
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and nTechanicians. The farmers can chose from a wide variety of brands and

types,

which can be delivered within weeks after purchasing. In the case of

failurgs, spare parts and trained mechanics are readily available.

Some

farmers share machinery in so called machine circles, but the majority of

the farmers buy and purchase their own equipment.

2.6 ST

LOSS
As ths
tubers
Produl
stage

the on

First

contir]

[ORAGE

ES

e demand for potatoes is rather constant during the year, and thé potato
are harvested only once a year, storage of the yield is of vital importance.
cers who are able to store their yield for some months, and sell at a later
| will receive a price premium. There are three main causes for losses of

iginal yielded quantity of potatoes.

bf all the tuber still remains a living organism after harvesting. In order to

ue with the life processes the tuber requires energy which in turn it

subtrdcts from its own reservoir. This, together with the evaporation processes

leads

it
!

inevitably to losses in the weight of the tuber.
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Besides the loss in quantity, the life processes can also cause a loss i the

quality of the potatoes, as the chemical composition itself may be affected.

Secondly potatoes are perishable products; fungi, bacteria and animals age all
serious threats to the preservation of the yielded crop. Finally potatoes gef lost
or damaged during the transport from the fields to the final consumers. Damages

during the transportation make the potatoes highly vulnerable to fungi and

bl

] . [ — [

W

L

-]

bacterial losses.

The abilities for storage of potatoes however is already determined befor
beginning of the actual storage, by such factors as potato variety, grg
techniques, type of soil, weather conditions during growth, diseases H

harvesting and maturity of potatoes (Rastovski).

The storability of potatoes therefore depends upon three features; the potat
storage conditions and the storage duration. Even the best storage fac]
however can only slow down.the process of change. On the other

inappropriate storage facilities can relinquish every crop irrespective of ity

e the
wing

efore

D, the
lities
hand

own

characteristics. When the potatoes are kept well protected "from animalg, the

9
t

main causes for losses are respiration, sprouting, chemical changes, sprd

ad of

diseases, damage by extreme temperatures and evaporation of water from tybers.
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MODERN STORAGE

There|are two main systems of storing potatoes, bulk storage and box storage.

For bulk storage the potatoes are brought together in one building, and stored

up to p height of 4-5 meters. For box storage the potatoes are stored in boxes

of 1.7

to 2.2 m3, and the boxes are than placed in a storage building. Both

alterngtive ways of storage employ a wide range of technical equipment to

contrgl the temperature and humidity in the building.

Bulk s

torage is cheaper than box storage, but difference in temperature occur

between the upper and lower parts of the stored potatoes. Box storage is more

expengive, but allows identification of different varieties or owners, and has one

round

Due tg
total {
caused
approx

becaug

of handling (and damaging) less than bulk storage does (Bishop,1980).

the use of modern equipment, the storage losses are around 3 % of the
roduction. Losses due to animals are rare, and most of the damages
by fungi and bacteria can be eliminated as well. The loss of 3 %
imates the lowest technical achievable loss. A loss of 0% is impossible
e of to the biological processes that continue to take place in the potato.

L

i
i
!
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3 THE POLISH POTATO INDUSTRY

3.1 COUNTRY PROFILE

INTRODUCTION

Poland is in the middle of the transformation process from a centrally planned

economy under communist rule, into a market-led economy within a democtacy.

These two major elements of change complicate an accurate description of poth

the present and immediate future situation. “The rules of the game are [in a

constant flux, because those who are in power are too weak to protect the

old

pattern,and those who are pushing to open the closed system are too weak to

impose the new”(Lamentowics,1990).

Landslide changes both in the fields of economy and politics can easily out
even the most recent surveys and statistics. Apart from the geographical d
the socio-economic information in this paragraph should be taken to

indicative and relative.

"

Hate

lata,

be
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GRAPHY

Poland is located between Russia, Lithuania,Byelorussia and the Ukraine in the

east,t]

he republics of Czech and Slovak in the South, Germany in the west and

the Bhltic sea in the north.

With

the U

of a v

than

312,683 square kilometres, Poland is approximatly 1.3 times bigger than
K, and 4 times bigger than Scotland. Almost the whole country consists
rast plain with only few highlands in the south-east and south-west. More

DO percent of the country lies below 300 meters, which is beneficial for

agricylture. 60.4 % of the land is used for agriculture, 28.3 % for forestry, and

2.6 % in lakes and rivers. The remaining land is occupied by cities and roads.

The d

wintel

The

electn

locon

Szcze

limate in Poland is continental, with considerable snow and fog during the

r. The annual rainfall lies between 500- and 650 millimetres.

railway network consists of 24,356 km, of which 7,091 km is
ified. The network is almost entirely single track. some 25% of the
potives still run on steam engines. Large ports exist in Gdansk, Gdynia and

cin. The total road network measures 254,100 kilometres, of which

fte
4

120,000 km. is paved (1981).
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HISTORY

In 1966 Poland celebrated the millennial anniversary of the nation, ref!erring
back to the day of Mieszko, who converted the country to Christianity. The
history of Poland and its people portays periods of prosperity and hardship. The
last two centuries appear to be the least prosperous for its people. By| 1795
Poland ceased to exist as an independent nation, as the great-power nations
partioned the country. Although the people were allowed to live and spJEak as

|
Poles, they had no official nation to safeguard them.

Only at the end of World War I,was the country reestablished as a sovereign
nation. The German invasion in 1939 put an end to this freshly a:quired
independence. During World War II Poland lost approximatly 25% of its entire
population, and almost all of its Jewish population. Despite the alliance wiﬁth the
British and American forces, the end of World War II did not | bring
independence. Poland came under the sphere of influence of the Soviet I:Jnion,

|
and was converted into a communist country with a centrally planned economy.

The end of the World War also included drastic changes within the borderrs. An
area of 80-100 km. wide was lost to the Soviet Union, who claimed an extra
buffer against the west. In exchange for this loss, the Western border was

extended unto the rivers Odra and Neisse. This led to a forced movement of
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millions of Poles from the east to the newly gained west. All in all, Poland lost

over 70,000 square kilometres in this way.

POLITICS

t
During the period of Soviet influence, there have been three major periods of
civil unrest;Poznan in 1956, Baltic cities in the seventies and the most famous
and successful that of Solidarity in 1981. Despite tremendous initial successes,

the: Solidarity movement got overpowered during a period of martial law led by

General Jaruzelski. The Martial Law was officially lifted in 1983.

Soléﬁdam’ty remained as an unofficial movement until 1988. In 1989 negotiations
stated between Solidarity and the Socialist Party (PUWP). Lech Walesa, the
Nobel Prize winner and leader of Solidarity, was elected President in December
199;0. The government, led by Hanna Suchoka, lost a vote of confidence and

wag forced to call an early election, which will be held in september 1993.

W
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POPULATION

In 1991 Poland had a population of 38,900,900, which comes down tb 124
persons/square kilometre. Warsaw is the capital, with 1,655,000 people. Dther
major cities are Lodz (851,000), Krakow (748,000), Wroclaw (642,000),Pc?znan
(588,000),Gdansk (464,000) Sczecin (412,000) and Katowize (367,000).
I

Catholicism is the dominant religion (95%). The degree of urbanisation waF just
above 60.6%, the over all life expectancy lies at 71 years. (1986). More; than
98% of the population over the age of 15 is literate. While Polish remaineld the

main language, most people have a fair knowledge of Russian.

Over 98 % of the population are ethnic Poles, supplemented with small nurhbers

of Ukrainians, White Russians and Germans. '

THE ECONOMY !

Although Poland has become more and more industrialized since the sebond
world war, agriculture still plays a mayor role in its economy. In 1990 the
Polish GDP measured around £ 43,330 million, or £ 1,112 per’ chpita

(Economist,1992). The four main sectors of the economy; industry,agriculture

b
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constfuction and others made the following contribution towards the GDP and

the employment of the labour force.

]
¥

Table 3.1 Sectoral contribution to GDP and employment.

1985 1990

GDP Employment GDP Employment
Industry (%) 41.3 28.4 36.2 28.0
Agriqulture(%) 13.5 29.9 13.8 27.6
Construction(%) 9.5 7.5 9.3 7.3
Othens(%) 35.7 14.7 4.7 14.3

Sourde: derived from Economist 1992.

The Polish industry is mainly based upon engineering, fuel and food. Within
engingering, the main components are metal goods, machinery, and transport
equipment. The fuel part is supported by the enormous coal reserves in Poland,
which are estimated at 65.5 billion tons. Although Poland has to import its gas
and dil from the former Soviet Union, Poland is self sufficient in its over all

energly needs.

The fpreign trade situation of Poland has changed vigorously over the past 15-20
years| The early seventies showed huge and expanding imports from tﬁ@ West,

followed by government restrictions upon imports for the later- part of the

decade. The eighties were started with a trade orientation towards the East, but
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ended with a trade orientation towards the west in 1990. In 1991 the dxport
volume decreased for the first time in 10 years, with just over 1 %. In 1991 the
EEC became Polands largest trade partner, accounting for more than half be the
Polish exports and almost half of its imports. Over 1991 Poland export%d for

£ 347,069,000 into the UK, and it imported for a value of £ 313,828,000 from
|

i

the UK.

Over 1990 the exports and imports of Poland were build up of the following

§
¥

components;

Table 3.2 Components of Polish trade in 1990.

Exports Imports

Fuel & energy (%) 10.3 27.5
Metallurgy (%) 9.9 516
Engineering (%) 37.6 385
Chemicals (%) 13.4 95
Wood & paper(%) 2.2 1.

Light industries (%) 4.6 6.1
Food (%) 7.4 6.8
Construction (%) 5.8 0.1
Agricultural products (% ) 6.0 2.2
Total incl. others (%) 100 ' 100

Source: Economist 1992.

i
i
L]

The Polish economy is faced with several serious problems. By the end of 1991

Poland had an international debt, mainly to the west of $ 48.3 billion (K32
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billign). Between 1990 and 1991 the unemployment rate had nearly doubled
i

from 6.3 % to 11.8 %, which comes down to 2,155,600 registered unemployed

at th¢ end of 1991. Hidden unemployment is not taken into account for these

ﬁgurues.

The Zloty. the Polish monetary unit became freely convertible at the beginning

of 1990, which led to the following exchange rates.

I

Table 3.3 Exchange rates of the Zloty against the Pound Sterling.

1984 151.9
1985 . 190.6
1986 261.1
1987 477.2
1988 787.1
1989 2,359.9
1990 16,954.7
1991 19,777.1
1993 26,000.0

Sour¢e: Economist,1992.

¥
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3.2 POLISH AGRICULTURE

OWNERSHIP AND FARM SIZE

Poland has got 18.72 million hectares of land for agriculture use. Unlik}e the
other former-communistic countries, Poland has never nationalized the lanI;d on
a massive scale. Even before the political changes, private farms where of rlhajor
importance. The breakdown of the area to ownership was following in i990;
Individually owned farms 72%, state farms 19%, cooperatives 4% ancii the
catholic church 5%. The state farms varied in size between 4000 and ll6000
hectares. Whilst more than 56% of the farms have less than 5 ha.See tablélt 3.2.

The state farms are now being privatised, but their size is to big to handle for

E
farmers with experience of farming on a small scale.

Table 3.4 Poland’s Farm Structure

farm size # of farms % of farms

(ha.) (000)
very small 0.5-1.99 775 28.7
small 2.0-4.99 742 27.7
Medium 5.0-9.99 685 25.5
Large 10.0-14.99 292 10.5
Very large >15 188 0.1

Source: Industrial Institute of Agricultural Machineﬁg (Poznan) and the Institute
of Food Processing Equipment (W arsaw),oct.l991§l
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EMPLOYMENT

The Pblish agriculture and food processing industry employed 29% of the total
workfbrce in 1990, which came down to 4.8 million people. The total rural
popul?tion of Poland has remained stable since 1950, at approximately 15
millioP people. Due to migration however, the rural population is much older
than t;he urban population. More than 20% of the farmers are of a post-
produlptive age, and unlikely to adopt many changes. Farmers tend to be risk-
minin*}izers as opposed to profit maximizers. This is a direct result of the

discriminating treatment, private-farmers have received over the past four
u

decades.

u
PRODUCTION

The rhain crops grown in Poland are cereals, potatoes and sugar beet. Their

produktion characteristics for 1989 are presented in the table on the following

page.

47
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Crop Area Yield Production

(000 ha.) (t/ha) (000 t)
Wheat 2,196 3,85 8,462
Rye 2,275 2,73 6,217
Barley 1,175 3,33 3,909
Oats 803 2,72 2,186 |
Triticale 649 3.71 2,404
Rapeseed ‘ 583 2.74 1,597
Potatoes 1,859 18.5 34,391 “
Sugar beet 423 34.00 14,374 |
Apples 1,500 £
Strawberries 200
Currants 150 |
Plums/cherries /pears 240
Raspberries 30

Source: An agricultural strategy for Poland/ British Embassy

t
Furthermore livestock fulfils a key-role in Polish agriculture as it produces 4?6%

of the value of agricultural production and 50% of the agricultural exp?rts.
Furthermore it uses 70% of the domestically produces grains and it is the npain

source of cash income for the small farms.

The total volume of agricultural production is very substantial. Neverthelesst the
output per unit of production is often 40-60% lower than in west—Euroqean
states. The FAO estimates that Poland can produce enough food to feed a

hundred million people (Times,1990).
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MARKETING CHANNELS

Due to the modern history, Poland is lacking an efficient system for the
collegtion,grading, distribution and marketing of agricultural goods. Under the
comrhunist regime a black market of considerable size has emerged. Black
markets however entwine a lot of inefficiencies as well, and are not capable of
sustainable growth. Improving the system of collection and redistribution will

be of strategic importance for Polish agriculture and the urban population

(Worl]d Bank,1990).

POTATOES

The importance of the potato to Poland and vice versa should become clear with
some Isimple figures; Before the period of economic reform started, which had
a temﬁorary decreasing effect, the potato production in Poland was equal to the
total piotato production of the 12 EEC-member states. Secondly the consumption
of potatoes per capita lies somewhere between 140 and 160 kg/capita/year,
which is one of the highest in the world, and at least 40 % higher than the
consumption of the Irish population, which in turn is the highest of the EEC.
Approlximately 10 % of the arable land is used for the production of potatoes.

|

Accurdte figures about the destination of the Polish potato yield are difficult to

obtain. There is quite a large spread in the percentages of different sources, but
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the overall picture might be simplified to human consumption and seed $O %
of the yield, animal feed 45 % and wastage and losses 25 %. A quotation of
several different estimates is presented below; Unfortunately it is not aliays

clear whether the content of the categories is the same for each source. |

Table 3.6 Potato distribution estimates.

i

Source World Bank Delleman Hesen Rostropowi¢z
|
Seed (%) 13 13 13
Ware (%) 15 15 14 15
Industrial (%) 7 5 6.5 7
Animal feed (%) 50 40 46 47

Losses (%) 28 26 20.5 15

More than 90 % of the total potato production takes place on private farms. The
!

potatoes are grown in a rotation scheme of 5 years;potatoes, suITnmer

wheat,clover, winter wheat, and again potatoes. It should be noted that he ’trade

of ware potatoes has never been under state control.

|
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3.3 qEED POTATOES

Prodyiction and Distribution

Due fto the large acreage in use for potato production, the demand for seed
potatpes results to be equally large. Calculations of the total seed requirement
comg up with 4,6 million t of seed pdtatoes per year. (assuming to use 2,5 t/ha.).
For 1988/ 1989 the seed production was only 455,000 t.( World Bank). This
mearis that more than 90% or 4,15 million t of seed is taken from older
genenj‘ations. It also means that the substitution of new for old varieties and low

quality seed will take a long time.

The production of seed potatoes has always been the domain of state farms.
They: produced original and elite seed, which they sold to Seed Production
Central. Seed Production Central is a huge organisation including 200 breeding
institiltes for all kinds of crops, 17 main supply depots throughout Poland, and
200,000 ha. of testing land. Besides the Seed Production Central there is the
Polish Agricultural Plant Breeding and Seed Production Company (Ltd), also
called CENAS. Cenas is the successor of a the officially,dismantled Union of
Agridultural andiHorticultural Seed Production. The development of seed, as

well 4s the, b_reeéling and multiplication of it is of an internationally recognized

level iof quality (World Bank,1990).
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The further dismantling of state farms and central buying agencies, might|well
be counterproductive for the supply of certified seed potatoes. From 1986/$7 to
1988/89 the production of certified seed has already fallen by 163,000 t. In ¢rder
to increase the performance, the production of seed potatoes should at [least
triple the amount of 1988/89. |

|
Apparently the seed is not treated against any diseases during the peridd of
storage. It is left to the farmers to give additional treatments to the seed.i The
storage facilities both at bulk storage. as well as at individual farms are far from

being sufficient. |

There is virtually no spraying against blight on both certified and home-grown

seed potatoes. |

VARIETIES. |

The Polish breeding programs have always been of a very high quality, 4 fact
which is confirmed by both Scottish and Dutch experts. The technique of njricro—
propagation for instance has been in use for number of years. The number of

varieties availalﬁie in Poland is considerably large. For decades however the

A
i

breeding has been aimed towards a high starch content, which excludes fhese

varieties from use in the processing or ware industry (Delleman,1992). It if next
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to impossible to make chips or crisps from these characteristically weak

potatbm.

|

Another shortcoming of the existing variety list, are the early varieties. Early
varieties seem absent, whereas them in particular are the ones that would give
Poland an entrance to Western, hard currency markets. Foreign varieties can -
officiplly- only be grown after a testing period of 4 years within Poland.

i

3.4 WARE POTATOES

The direct consumption of potatoes in Poland lies around 5.3 and 5.4 million t.
(World Bank,1991). As some 40 % of the population still lives in the rural
areas,almost half of this consumption is attributable farmers,their families, and
neighbours. Approximatly 75 % of all consumed potatoes are bought directly
from |farmers. This indicates that there are few wholesalers who deal with

significant amounts, and who can increase the quality awareness as well as the

efficidncy of the distribution network.

Accorfling to Western visitors the shape, quality and presentation of potatoes "Qn"é )

the mdrket places was unacceptable to western standards. Polish consumers alos
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prefer good quality potatoes, but these tend to be very difficult to obtain. Many
varieties were bred for a high starch content, which has adverse qmliti#s for
consumption. The most popular varieties for table use are Atol, Bryz4 and
Bronka. |

i
According to Prof. Roztropowicsz, from the institute Ziemniaka, the hnain
solutions for a successful production and distribution of ware potatoes in P#)land
are: |
-development of the potato industry as a whole |
-increase of exports
-the establisﬁment of an organisation to resemble the British Potato Markieting

Board. |
3.5 PROCESSED POTATOES

By 1987 Poland had 9 companies who processed potatoes, 5 chips,{crisp
manufacturers and 4 granulate/flake manufacturers. The chips and icrisp
producing companies have an annual input of 60,000 t. fresh potatoes (H%tesen

1987), which éﬁould lead to ca. 12,000 t. of processed products. |

3
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One iof the (private)crisp-factories near Warsaw had a capacity of 500 kg of
fresh potatoes per hour. Some of the processing companies are furnished with
Dutch equipment (Heesen 1987). The domestic market has been very positive
towafds locally produced crisps and chips. For Western consumers however the
quality of the products is inadequate.
:

The four companies producing granulates and flakes, have an annual input of
arom@d 100,000 t. fresh potatoes. The Granulate factory near Glowno reports an
mtakb of 35,000 t/year, and an output of 7,000 t. of granulates. The company
was [set up with technology and equipment from the American company

Simdlon. The company has also got storage facilities for some 18,000 t and

besides granulates it also produces starch.(Heesen,1987).

Granplates and flakes are very suitable for the Polish conditions, as they are
easy Ito store and transport. Approximatly 50% of the granulates and flakes
proddlced in Poland were being exported during the 80s.

The $mall farm size is one of the major problems for the processing industry.
In order to obtain raw material, companies have to visit a huge number of farms,
that Will eventually only provide them with a few tonnes. As the roads in rural

Polarid also have a bad quality, the collection demands a consirderable amount
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of time and energy.

A large number of Polish companies are operating for not more than [three

months a year. Neither the companies nor the supplying farmers have adeguate

storage capacity, outwith the harvesting season.(Heesen,1987).

Most of the processing companies were state-owned, which means they arg now

likely to be privatized. This uncertainty, together with the frequent changes in

the economic climate, make it difficult for managers to invest in mddern

equipment. The World Bank however sees the food processing industry ap one

of the main areas of economic improvement and offers cheap loans. The Holish

government offers tax-holidays and tax breaks to investments withit

I

processing industry.

NON-DOMESTIC

the

Japanese Mitsubishi has developed detailed plans for a potato-processing prpject

in the North of Poland. It wants to grow potatoes on a former state-farin of

5000-6000 ha. Subsequently the potatoes are to be processed in a yet-to-build

factory. The processed potato products will then be exported from Poland tp the “

Middle-East. (Galien 1992)
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PEPSICO-UK, a part of the PEPSICO-FOOD international, and holding

com

ny for WALKER Crisps, is building a crisp factory in Poland that should

be fiished by mid 1993. For this factory Pepsico is working closely together

with keveral British companies for the supply of potato harvesting machinery

and Varieties which are suitable for processing. Pepsico obviously anticipates a

growjng market for Crisps within Poland. The total direct investment that

Pepsi

This

o is making into Poland, involves $ 60 million over a period of five years.

investment also includes the building of a bottling plant (Economist,1991).

Dutch companies like Farm Frites and AVIKO have been exporting small

quantities of processed products to the Polish markets. They sell their products

through wholesalers, hotels and restaurants. The size of the market is increasing

throdgh purchases by: tourists, foreign business men, and Poles with an

increpsing disposable income. Up till now the Dutch exporters did not have

plang to build factories in Poland, in the immediate future (Delleman 1992,

CEB

One

ECO, 1992).

of the advantages for companies to build plants in Poland rather than to

export finished products, is the evasion of taxes. At the moment there is a 30%

impg
that

(Dell

rt tax on processed pétatoes, directly followed by 7% of VAT. This means

4

almost 40 -,;% + of the wholesale price in Poland consists of taxes.

eman,1992).
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3. 6 MECHANISATION

OVERVIEW

Polish agriculture still depends heavily upon manual labour and horsepower]

(1.1

million horses are used on a regular basis). This situation is unlikely to remain

unchanged over the next decade. Industrial wages and subsequently agricutural

wages will rise as a result of modernisations and market mechanisms.

The

average farm-size will also have to expand in order to utilize the econornjk:s of

scale like the West-European agriculture does.

Poland has about 1.1 million farm tractors, which comes down to 31 tractork per

100 farms. This is far less than for instance Italy which has 67 tractor per

100

farms, or Germany with 209. Most of the available tractors in Poland sedm to

be used as a means of transportation, rather as a means for production. (B]E). It

is estimated that only one in ten tractors has power-take-off-equipment. Pdwer-

take-off-equipment, which 1is essential for the use of modern trailers

cultivation-machinery.

Poland has got its own machjnf':"'. manufacturing industry, with some 30 med|

a0
{!
§

large companies. The: largest Mcompany is URSUS, with an annual outpy

70,000 tractors/year. Although more than 75% of all machinery is manufact

and

fum-
it of

ured

58




I

dompstically, it does not meet the farmers needs. R&D of the manufacturers was

maixkly targeted at the State-owned farms with 4000 ha. and more. More than

609 of the areable land however is owned private farmers with less than 10 ha.

eacl].

Mo

t of the 2.3 million families which are cultivating on the small farms, lack

the money and larger-scale orientation to purchase appropriate machinery. In the

past| state-organized companies, from which small farmers could rent the

modern equipment, have been set up. These companies were very unpopular

witl] the farmers due to their bureaucratic and inefficient practises. The World

B

by 1

The

mar

on the other hand sees better opportunities for sort-alike organisations run

Private contractors.

lack of communication between manufacturers and farmers has led to the

ufacturing ofinappropriate machinery for fertilizing, planting and harvesting.

Furthermore in Poland there is a perpetual shortage of mechanic spare-parts and

of 2

caug

In efficient distribution-network for spare parts. The lack of spare parts

es a tremendous loss of valuable machine-operating-time.

o
¥

T
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One of the problems of a greater use of machinery is the poor quality of frural
roads and the lack of drainage in the fields. The low carrying capacity imjplies
that machinery can’t be used during all seasons, especially during| wet
conditions.
POTATO EQUIPMENT
The state of mechanisation for the growing of potatoes does not differ [from
other parts of agriculture. The Industrial Institute of Agricultural Machines in
Poznan gave the following report of mechanisation in 1990.
Table 3.7 Level of mechanisation,1990
type of technology state-farms small-private farnjs
Soil cultivation (%) 92 54
Planting (%) ’ 72 37
Potato-lifting (%) 62 40
Source: IIAM in British Embassy documents.
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The ponstruction of rows is far from sufficient, and row-making machines would
be gf excellent use. This equipment however was not available on the farms
(Galjenen 1992). The poor pre-harvesting practices, in combination with the
ineffiicient loading of tubers by old equipment,leads to substantial losses.

Especially for the seed potatoes, this way of handling and transport causes

subsfantial losses. (World Bank,1991)

In the growing season spraying is only done in rare situations, although it is
needed much more. It was to much of trouble, and the old-fashioned spraying-

machinery was not very user-friendly (Galien,1991).

For the state of mechanisation for potatoes, the conclusion has to be that;”
Modem,appropriate,effective, energy efficient agricultural machinery and
equipment is needed,....tools for cultivation, harvesters,and potato lifting and

loadifng equipment specifically” (British Embassy).

3.7 STORAGE

The |lowest estimate for losses a'zﬁer harvesting start at 15 %

(Rostropowics,1993), wihle other?. saurces quote up to 40 %. This is more than

10 times the percentual loss of Great Britain. Even a moderate loss of 20% on
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a production of 35 million t, leads to a figure of 7 million t, more than the
British yield. The reasons for these immense losses must be found
treamendous shortage of appropriate storage facilities, combined
management failures in the transport of potatoes. The effect of different vari

on losses during storage can be neglected.

Private farms, which are the major producer, mostly store the potatoes in I

in the ground. The holes are then covered with a layer of straw and sand.

otal

n a

with

Bties

oles

This

type of storage allows several animals to consume a part of the harvest, aid at

the same time it becomes vulnerable to fungi and bacteria.

On the other hand, state farms frequently store the potatoes in building without

adequate ventilation. Whereas ventilation is the most important way to reg
humidity. The estimated storage capacity of reasonable quality was 300,0(

less than 1 % of the national yield ! (Hesen 1987, Rostropowics 1993).

A number of losses occur due to phytophthora, rotting and occasional freq
of the tubers. Furthermore a lot of the potatoes are being kept in metal or pl

containers, which causes sever damages to the tubers. (Galien 1992).
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The fqrementioned facts make it clear that Poland defenitly needs isolated and
well Yentilated storage facilities. At first priority should be given to the
improyement of seed potato storage, as that is the factor that determines the
succesp of new generations. Seed potatoes are known to be susceptible to a

variety of diseases, which can be transmitted and plague next years crop.

(World Bank,1991).

It is the small size of the farms that makes it difficult to improve the storage
facilitigs. It is not justifiable from an economic point of view, to build large
scale storage buildings on each farm. A direction in which a solution is most

likely to be found, appears to be a collective storage and grading scheme.
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4. COMPARISON AND CONCLUSIONS
4.1 COMPARISON

Poland is some 26 % larger than Great Britain,but the areé that is being usef for
agriculture does not differ much between the two countries ( 5 %) In|both
countries the potato is a very important staple food, with consumption levgls of
more than 100 kg/head/year, far above the European average. The [most
important points of the countries, their agriculture and potato industry are sjown

in table 4.1.

From the information in Table 4.1 it is clear that Poland uses a much greater

area of land, as well as more labourers and farm units for the production pf its

potatoes than Great Britain does.

The total yield of potatoes in Poland is 6-7 times larger than in Britain. In ferms

of production per labourer, farm unit or hectare, however the productis

Britain is several times higher than in Poland.

s
"

bn in
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Table]

4.1 Comparison of Great Britain and Poland.

COUNTRY

Size (|
Popul
GDP
GDP/]

AGRI
Area(
Farms
Avera

000 km?)
htion ( mill.)
(£ 000 mill.)
nead

CULTURE
mill. ha.)
(000)

pe farm

size( ha.)
Tractors(000)
Tractoys/farm
Agricylture as

% of GDP

Labouf force (000)
% of labour force

POTATOES

Seed

mand (000 t)

Certified

Seed

e (%)

Consumption kg/year

Avera
Avera

yield (t/ha)

productfion (mill. t)
Area (Q00 ha.)
Storagd losses (%)

proces

sing

Capacity (000 t)

degree pf

Mechanjisation

GREAT BRITAIN

230

54
416
7,720

17.7
237

74.5
> 500
>2.1

1.5
566
2.1

500

>65
102
35.8

POLAND

312
39
43

1,112

18.7
2,682

5
1,100
04

14.5
4,800
29

4,600

<10 %
160
18.5

34-38
1,859
30

160

low, .

3
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Another major difference between the countries are the storage losses whjc

h are

around 3 % in Great Britain, and approximately 30% in Poland. If Poland was

able to produce and store potatoes according to the common British practice,

their supply of potatoes would increase by 250%, or in other words they| could

produce the present supply on 40% of the present area.

4.2 CONCLUSIONS

The potato industries of Great Britain and Poland have developed along different

lines, as a result of the different economic and political organisation strlicture

since 1945. At the moment,the potato industry of Great Britain is far

more

efficient and technically developed than the Polish one. The British indugtry is

able to feed a population that is 25 % larger than the Polish one, while it using

only 10-15 % of the area that Poland is using.

The opportunities for the British industry to increase the production witholit the

use of extra land are very limited. For the Polish industry though, there
genuine opportunities to either increase the existing production both in ter
quantity as well as in quality, or to continue producing at the present level

the use of far less arable land.

exist
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It may require Poland 20 years or more to reorganize the potato industry in
order [to achieve competative levels of production and quality with the the rest
of Wgstern Europe. The import of British know how, seed and equipment would

excellerate the rate of development in the Polish potato industry.

The hlypothesis for this study formulated in paragraph 1.3 stated that “Within
the sqope of the potato Industry, the establishment of intensive trade relations
between Poland and Great Britain, including the transfer of technology,

machipery and seed potatoes, will bring economic benefits to both countries.”

The findings of this study did not falsify this hypothesis; on the contrary they
brought forward numerous indications that Britain is capable of providing the
goods|and services that are badly needed by the Polish potato industry. On the
Polish| side there appears to be sufficient financial funds to uplift the industry,

provide by organisations as the World Bank, EEC and UK-government.
The donclusion reached therefore must be that the establishment of trade

relatiops between Poland and Great Britain will bring economic benefits to both

countrjes.
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The Polish strategy will not be discussed in this study; Firstly Poland 4

5 A STRATEGY FOR TRADE EXPANSION

5.1 STRATEGIC QUESTIONS AND CHOICES

The principal conclusion of this study is that there are major bysiness

opportunities for Great Britain if it decides to assist the modernizing |of the

Polish potato industry. Cooperation and trade in potato related goods and

services will be economically beneficial for both countries.

Considering the underdeveloped potential as a starting point, this chaptet

deals

with the actions the British industry should undertake in order of ben pfiting

from this potential. The future of the British potato industry is not dj

rectly

linked with the future and fate of the Polish potato industry. The questfion is

then, whether or not to develop these potential business oppurtunitieg.

choise whether or not to finally develop it can be made from a relz
luxurious position. This state of prosperity can also induce a rather lazy a

towards materializing market opportunities.

virtually no other choice but to expand trade relations and import foreign

and technology, in order to develop and modernize its potato industry. Sed

The
tively

titude

ffords
poods

ondly
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the Gireat Britain is not the only country that is capable of providing what
Poladd needs; multinationals with home-bases in Japan, USA and the
Nethprlands have already started their activities in Poland. Even if the British
goods and services were more appropriate for Poland than these supplied by
othet countries, Poland could not wait until the optimal partner arrived. Poland
will [proceed with the goods and services that are available; Great Britain can

chodse whether to participate in that scene, or not.

QUESTIONS AND CHOICES

The/| first priority for the British potato industry is to answer the question

L_.JL..JI...-JI...JI—-JI_.JL._JL—JI_aL-

whekher or not it wants to develop the potential trade relations which emerge in

| ] ——
}

. the ¢ase of Poland. Unless this question is answered clearly and sufficiently, the
B development will take place in a half harted way and cause a waste of British
- resdurces and international reputation. The advantages and disadvantages
) invélved, for Great Britain in view of developing the existing trade potential are
-

list¢d below;

b A

Disadvantages of developing trade relation;

_Pdland’s volatile economy and pelitical situation is such that can hamper the
' i

H

J

A

development of trade relations.

|

-The language barrier is considerable since Polish is the first language, Russian

J

L]
A
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the second, and English or German come third.

-If the Polish potato industry is raised to a level equivalent to the Byitish,

without a reduction in production area, Poland may oversupply the EEC
British potato markets.

-Poland uses the metric system instead of the British system.

- and

-Great Britain has rather limited experience, relative to what the Netheflands

have for instance, in the export of potato related goods and services.

-The development of trade relations will require a serious commitment in fterms

of money, spirit and patience, towards cooperation of the parties involved
British potato industry.
-Return upon investment is likely to be slow; Poland does not seem the

to make a lot of money fast.

Advantages of developing trade relations;

-The British potato industry has more chances of claiming an important pd

in the

place

5ition

in the Polish market than in any other of the traditional markets. Tradifional

markets will be intensely defended by existing stakeholders, while new mérkets

would offer much more opportunities.

-The British potato industry would gain invaluable experience from the g
i

Xport

of p‘otaitg related goods and services, which would benefit the indusfry in

entering other, (both new and existing), markets.
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-The IiTK—govemment and taxpayers have committed themselves in transferring
large qums of money to Poland, under various schemes by the World bank, EEC
and OPA. This means that Poland has got considerable purchasing power for
selectdd goods, among which are the agricultural ones. Therefore it would be
irratiogal not to involve the British potato industry in the modernizing process.
-Develppment of trade will be combined with cooperation between several
partnets of the industry. This would prove beneficial for the industry on every

respect].

The chpice wether or not to initiate trade relations with Poland should be made
by the |stakeholders of the British industry, after thorough discussion among
them. The author of this study, being a foreign observer to the whole situation,
holds the opinion that the Polish mérket is one of the most attractive for the
British.|The Dutch competitors seem rather hesitant to enter Poland, as they fear
loosing |market shares in the German market for ware potatoes. Britain should

take adYantage of this hesitation.

If the British industry decides not to exploit the Polish opportunity, it can
refocusd its attention to its domestic market and carry on like it used to do for

many ygars. Out of shear curiosity the stakeholder should get an answer to the
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question why is it that his industry does not aim to develop overseas mdrkets

more forcefully.

When the British industry decides to exploit the Polish opportunity, it willfhave

to employ a unified strategy. Such a strategy must clarify both to the p¢ople

within the intustry, as well as to the end users in Poland what the ain

and

boundaries of the involvement will be. Unrealistic promises better be avgided

at all times, as they could be counter-productive for both this specific mprket

and others.

Working further towards a positive decision, the British industry must que
which are the most urgent needs of Poland, which specific companies W
Britain are willing to commit themselves to Poland, and which individuals

act as mediators and coordinators of the British and Polish sides.

stion

jthin

will
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5.2 EKPANDING THE TRADE VOLUME

The British strategy of exploiting the opportunities in Poland should include the —
follo}ing steps, namely holistic approach, focus of attention, physical presence,
bindisg of stakeholders,use of international funds, exchange of

informpation,piggybacking.

HOLJSTIC APPROACH; The problems of the Polish potato industry are very

diverge and interlinked. It would be of no practical use to solve these problems

separgtely. The introduction of varieties with excellent consumption qualities and
twice| the yield of the Polish ones is senseless, unless it is accompanied by
incregsed storage and marketing facilities. On entering the Polish market one —
must pe expecting, and willing to work on problems that seem quite distant from
the pptato scene. If communication proves to be a problem, bring in a fax

machjne. If fuel is a problem, buy or build some storage facilities.

In mgny ways Poland resembles the less developed countries, so one cannot rely
on supporting industries until their support is proven. Working under the Polish
condifions requires a flexible and open-minded attitude to the productibn of

potatges.
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FOCUSED ATTENTION; Poland is slightly bigger than Great Britain, a

fact

that makes it impossible to serve the whole Polish market at once, although it

might well be an ultimate goal. Companies like Agrico, Mitshubishi

and

McDonnald (see appendix ..) have good experience in starting with small plants

that are capable enough to display the full range of possibilities. These spall

plants allow them to make small mistakes and win the experience th{t is

essential for successful expansion.

The British attention should be focused on one or two regions in Poland

that

include an urban component and a scientific support centre. The three Pelish

potato research centres are located either near Warsaw or Kozalin,
authorities from these institutes have a very supportive attitude towards

British Industry

PHYSICAL PRESENCE; Physical presence within Poland is essential f

and

the

pr a

successful development of the existing potential. The British must get as dlose

to the customer as possible. A pilot farm using the full range of Br

tish

equipment, could clarify more to the Polish stakeholder than a hundred studlies.

Agrico for iri?@ance sends farm advisors to Russia in each planting
harvesting season. This kind of presence is invaluable for a successful outc

of the whole operation.

and

pbme
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BINPIN G STAKEHOLDER; British companies in the potato industry have little

expgrience in cooperating with domestic or overseas markets. Cooperation

betWeen companies with different products, is one of the main strengths of

Ceb PCO, the Dutch agricultural export giant . It is essential that participating

companies can count on each others support. This can be secured with a

fornjalized contract of cooperation, describing the terms of involvement both in

time]

USH

as in money as well.

OF INTERNATIONAL FUNDS; The financial means available for the

recopstruction of the Polish economy are impressive and underutilized. In 1990

the World Bank had reserved $ 1 billion for Poland, but could only disburse less

than

half, because there were not enough suitable projects. A similar situation

occytred in later years with other funds. Exploring the opportunities of such

fundp is time consuming, but very worthwhile when looking at the financial

resernves that still have to be disbursed.

e

na -
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EXCHANGE OF INFORMATION; Competition is a healthy phenoménon,

which is accompanied by the withholding of inside information. When operating

in overseas markets, with British companies that are more complementing|than

substituting each others products, inside information should not be withheld.

Information and experience is expensive to obtain, and it is irrational to

withhold such information from colleagues who serve a different part of the

potato industry. The sharing of information and experience across com pany

borders are one of the main success factors of both Japanese companies and the

Dutch potato industry.

PIGGYBACKING; Several large multinational companies, like Mitshubisi

and

Pepsico, have already committed themselves to the further development of the

Polish potential. These companies offer several opportunities for Br
companies to supply them with equipment and services and to help them
Mitshubisi is using potato harvesters from Scotland on their plant in North-Y

Poland. Pepsico uses Scottish seed for the production of crisps in Poland. T

kind of symbioses bring forth a wealth of information and expertise for fu

pr%}pjects.

itish

out.
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BONIN
CIP
EAPR
EC
EEC
FAO
IBMER

MAFF
PMB
PMS
ODA
SAC
SCRI
SET
SIRP
SSPDC
SOADF

TPS
WAU

LIST OF ABBRIVIATIONS

Institute for Potato Research (Poland)
International Potato Centre

European Association for Potato Research
European Community

European (Economic) Community

Food and Agricultural Organisation

Institute for Building, Mechanisation and

Electrification in Agriculture

Ministery of Agriculture Fisherires and Food
Potato Marketing Board

Potato Marketing Scheme

Overseas Development Agency

Scottish Agricultural College

Scottish Crop Research Institute

Scottish Enterprise Tayside

Scottish International Resource Project
Scottish Seed Potato Development Council
Scottish  Office Agriculture and F
Department

True Potato Seed (botanic)

Wageningen Agricultural University

isheries
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A2 List of persons visited

Mr.|J.L. Anderson

Potato agronomist

Sccitish Agricultural College
Edinburgh

Mr. J. Bethel

ief Excutive Officer

Scattish Seed Potato Development Council
Haddington

Mr| D. Coomb
Sead technologist
Nickerson Seeds Ltd.

J Sandersf)n
Sales Manager
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Dr. G.J. Scott

Leader Post Harvest Program
International Potato Centre
Lima, Peru

Dr. M. Storey

Storage specialist
Potato Marketing Board
Oxford

Dr. D. Thomson

Chief Executive Officer

Consortium of Agricultural Research Organisations in Scotland
Invergowrie, Dundee

List of respondents to the questionaires

A. Coccia

Commodity Specialist
Commodities and Trade Division
Food and Agricultural Organisation
Rome, Italy.

Doc.Dr. M. Kostiw
Institute for Potato Research Bonin
Koszalin, Poland

Prof. S. Roztropowicz
Instytut Ziemniiaka
Jadwisin, Poland.

Dr. eng. A. Szeptycki

Director

Institute for building, Mechanisation and Electrifacation in Agriculture
Warsaw, Poland
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INTRODUTTION

PERSPECTIVE 2.1

McDonald’ s Goes to Moscow

The Soviet people eat meat and potaroes. Mc-
Donald’s sells mer and potatoes. Ther=fore,
McDonald's shoulf open fast-food restarrants
i the Sovier Umion. This vision of mrer-
national  expansim—which sounds smple
enough—cost Gexrge Cohon, presidenr of
McDonald’s of Cazada, some $50 millior dol-
lax and took bim fourteen years o realre. It
wasn't easy o moduce a highly sendardiced

product and secvi= in a society witk very -

different social exqecrations and styles.

Take the peoclem of basic mngredents.
While the Sowiet Union raises its own artle
and grows its owr potatoes; it does soin a
haghly regulared way. It has five-year rians,
under which dasmbution is regulaced Mc-
Donald’s was mxx part of anyone’s fiveyear
plan. And even if the fast-food gianr hadbeen
p=t of such a plar, it would not have famd
the Soviet mezr and potatoes quite richs Ir its
hwhly standanizez Big Macs and fhes. Ac-
cordingly, McDonsd’s, committed @ desiling
with local surpliss, imported pom seeds
from its farm i the Netherlands and maght
Soviet farmers how t produce beef  i= ex-

Or take the poblem of service. Eye con-
tct and smiles, as dbligatory as uniforms & the
McDonald's swszerr. are not automanic m the
Soviet Union. Theefore, counter servers had
t be instructe<t in zrofessional cheermess. So-

viet manages—specially trained 2
ried out this instruction.

Or take the problem of local daring habits.
Unaccustomed w eating with thet:
viet people would tend to take
apart and ez them with kmvs a

T Big Macs
= forks. Mc«

right was w consume its burg :
Wﬁl e prospect Of 29C mib
stomacha © &Il \{cDonald’s ot (a

City Counc{ Department of
first restxurant sells its goods o

by most esczhlishments of’fern:xg exIGC Or ex-
pensive prodects. McDonald's f=st|cutler, with
900 seats, 730 of them indoors. ts{regarded by
the company as much as a traininjs center for
ﬁmxreMchnald’smitsasitAisast

Referencess Azno Blackman, “M
Artack,” Temz February 5, 199C,
Hume, “How Big Mac Made It to M

vertising -age, januaq 22, 1S

ruary 12, 1930, p. 13. Reuters,
Donald’s Serves 30,000 Daily,”
Times, Maxch 1, 1990, section D\

late editico:

New York
L3, ool 3
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II. POTATOES: TRADING PROSPECTS
1. El4qments of Potatoes’ Trade Balance

With production amounting to 32 to 36 million tons of potatoes (from
1.8 milllion ha), Poland is the second largest European producer after the
USSR. [It produces varieties for consumption, animal feeding and indusctry;
late and medium-late varieties are dominant in the structure of production.

| Because of the relatively high labor consumption of potato growing,
their pfoduction is mainly confined to the Private sector of agriculture (93
percent| of cultivation area and 91 percent of crops in 1989). There has been
a steady decrease in the production in recent years, due to the reduction of
cultivation area as well as lack of progress in getting better crops.

|The domestic consumption of potatoes recently comes to ca. 33.5
million|tons (compared to 36 million tons in 1985). According to the Chief
Central |Statistical Office (GUS), about 50 percent of that amount is used as
fodder. | The direct consumption (whose level is lowering per capita) is at the
stable level of 5.3 to 5.4 million tons (15 to 16 percent of domestic
consumpgion), including ca. 2.5 million tons of farmers’ self-suply. About 7

percent [of the domestic consumption is meant for industrial use.

The yield of marketable agricultural produce is low (25 o 28
percent)|; the purchase comprises about S6 to 60 percent of potatoes’
productilon. The purchase of potateoes is stabilized at the level of 4.7 to 4.9
million [tons (75 percent of which supplies from individual farmers) and is
conducted by various economic subjects, since it has never been aonopolized by
the statp. The purchase for consurption and export needs is conducted by
Gardenerk’ Cooperatives (Spoldzielnie Ogrodnicze) and "Samopomoc Chlopska®”.

e purchase of potatoes is also conducted by potato processing
factorief grouped in 15 state enterprises as well as by alcohol distilleries
based on|state farms (PGR), which cooperate with alcohol industry factories
supplying them with raw alcohol. The amount of potatoes purchased by the
potato ipdustry has diminished recently from ca. 3.0 million tomns in 1985 -
1986 to . 2.2 million tons in 1989, also as a result of the Law of Education
in Sobrig¢ty, which imposed restrictions on the production of spirits,

About 50 percent of the amount purchased by the potato industry is
used for |the production of pure alcohol; the second major profile of
pProcessing is the production of potato flour, which on the average amounts to
145 to 199 thousand tons, the maximm input of potatoes reaching 1.3 millien
tons. Otgher processed products include potato syrups, glues, dextrines, etc.
Limited grocessing facilities as well as poor quality of potato account for
the smalll scale of their Processing and the assortment of potato products is
very narrow (it includes mainly potato noodles (pyzy). chips, potato cubes,
etc.).

2. Direck and Indirect Export of Potatoes

Iph 1989, only 0.8 million tons of potatoes (2.0 percent of the home
productiop), especially edible varieties and see-potatoes, were exported. The
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export of umprocessed potatoes varies considerably—in recent years the
amounts exported fluctuated between 0.13 and 0.8 million tons. East European
countries (especially the USSR) have constituted major export markets for
years. The markets of the 5 countries of the region (USSR, Romania, Bulgaria,
Czechoslovakia and the former GDR have absorbed so far 90 to 95 percent of the
unprocessed potatoes export and 90 to 95 percent of the export of seed
potatoes. Apart from spirits another staple potato product exported is potato
flour. 1Its export is not stabilized either, fluctuating from 10 to 25
thousand tons. The main recipients are European countries (Holland, Germany,
Great Britain, Austria and Japan). The markets of 9 European countries and
Japan absorbs 75 to 95 percent of its total export. t should be noted that
the possibilities of increazsed supply considerably exceed the prospects of
selling it on the world martkets.

3. Anticipated Trends in Potato Production, Consumption and Trade

Considering the development in potato production it is clear that by
1995 the recent downward trend in cultivation area and crops should continue.
Processes leading to the increase in the pumber of larger farms as well as
continual elimination of potatoes (as too energy-consuming and therefore too
expensive feed) from animal feeding will influence the reduction of potato
growers and cultivation area. The reduction of cultivation area will coincide
with increased yield in potato growing, which, however, will not compensate
for the effects of crop decrease caused by the diminished cultivation area.
As a result, the average potato production in the years 1991 to 1995 may fall
to the level of ca. 30 million tons, i.e., it would be about 6 million tons
smaller than in 1990. It is to be expected that a reduction of crops will be
connected with the process of specializing in the production of specific
varieties of potatoes: edibles, industrizl or feed ones.

As for anticipated domestic consumption of potatoes, it should be
expected that, like in the case of cereals, the level of direct consumption
will not be subject to any significant change. Because of limited food
processing facilities of potatoes as well as lack of varieties suitable for
industrial processing, they will be mainly consumed in unprocessed form. At
the same time a decrease in the consumption of potatoes for feed purposes can
be expected, especially in farms which are going to expand their area.

The export of potatoes from Poland has never been restricted by the
mere amount of the domestic supply, whereas the quality of unprocessed
potatoes has often been unsatisfactory. The edible varieties of potatoes
produced in Ppland can well be consumed unprocessed in the household.
However, thegéorld market for such produce is vary small; in fact it is
limited to East European countries. Poland cannot offer any varieties
suitable for food processing at an industrial scale, for which there is a
strong demand. For this reason, the future export of potatoes will continue
as long as there is a demand in East European countries and as long as the
export of potato flour is profitable. In the next four years, however, it is
unlikely to hope for any serious surplus of potato products which might be
exported at acceptable prices.
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