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The Bulgaria poultry activity was funded by Amendment 14 to the cited Cooperative 
Agreement dated September 28, 1992 at a level of $100,000 for activities during the period 
June 19, 1992 through June 18, 1993. Project activities were completed within that period 
and grant funds were fully expended. The proposal for this activity is Attachment 1. 

PURPOSE 

The purpose of the activity was to assist small private pOUltry producers in two locations, 
Burgas and Pleven, to assess the future viability of their operations and to assist them in 
evaluating options for the promotion of their economic well-being. In the end, the project 
was able to assist the Burgas group to identify a course of action that would lead to 
profitability, long-term viability and grower participation through a combined program of 
privatization, merger, new investment, marketing strategy, training, and managerial and 
technical assistance. All were rigorously shown to be affordable within the projected 
revenues of poultry sales. The solution also appears to be politically and administratively 
feasible. So far, however, the full plan has not been fulfilled primarily due to the inability of 
the parties to secure investment capital on acceptable terms. Nevertheless, significant 
improvements have been made in poultry operations in Burgas which have revived 
opportunities for the local producers. The Pleven group was dropped from the project early 
on at the advice of the Poultry Industry Specialist. 

The project proposal says, in part: 

One possible way to achieve control would be for them [poultry producers] to 
buy their local feed mill, hatchery, and poultry processing plant through the 
privatization process. Of course, the producers do not have the capital for such 
purchases on their own. Local interest rates are currently running at about 
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64%. Under certain circumstances, AID, the World Bank and the Bulgarian
American Enterprise Fund are potential sources of the needed capital. 

The proposal also says: 

Naturally one must first detennine whether any of the local assets are worth 
buying and at what price. It is entirely possible that such assets would not be a 
good purchase at any price or that they will not be available at a reasonable 
price. More regrettably, but also possible, the producers may not be able to 
fmd the fmancing for a potentially good deal. 

Up to now, it appears that the most regrettable circumstance has obtained. ACDI with 
funding under the subject project, participated with the Pragma Corporation with funding 
under the AID-fmanced Restructuring Agriculture and Agribusiness -- Private Sector 
(RAAPS) project, to produce an in-depth study entitled "Feasibility Analysis of an Integrated 
Poultry Production and Marketing Complex in Bulgaria" [219 pages, available from Pragma 
Corporation but not included herein]. This study demonstrates the feasibility of privatizing 
and merging the local feed mill, hatchery, and poultry processing plant and operating them as 
a single company as suggested in the original ACDI proposal. Under the plan developed, 
producer interests would be protected by partial ownership, favorable grower contracts, and 
procedures guaranteed under the tenns of the privatization. Discussions with Ministry of 
Agriculture and privatization authorities indicated political and administrative feasibility. A 
U.S. pOUltry company, ROCCO, Inc. was prepared to invest, to some level, and to provide 
managerial and teclmical guidance to the proposed new company on tenns that were 
apparently acceptable to the parties as well as to the Government of Bulgaria. 

Unfortunately, after lengthy investigation and negotiation, A.I.D., the World Bank, the 
Bulgarian-American Enterprise Fund, and the EBRD proved to be unavailable or unattractive 
sources of capital fmance for the project although the latter two expressed interest in 
participating on tenns unacceptable to the parties. Local banks, too, though expressing 
interest to participate were unable to provide fmancing on acceptable tenns. 

Thus, the project has not achieved its major potential to date. Nevertheless, ACDI continues 
to search for new partners and alternative sources of funding that may eventually lead to 
further development. In the meantime, however, significant benefits have already resulted 
from the project: 

1) At project start-up poultry production had become moribund. Now many of the 
producers forced out of production earlier by the lack of market are now back in 
production. 
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2) Personnel from all three companies serving the poultry industry in the vicinity of 
Burgas (feed mill, hatchery, processing plant) have received training in commercial 
poultry industry management with an emphasis on marketing that has led to specific 
changes in product mix, salesmanship, and cost control that have made these 
companies more competitive within Bulgaria. 

3) In preparation for a joint privatization plan, the three companies have been forced to 
study and work together in ways they never before considered. Thus, they have 
become more aware of each others businesses and problems. This has led to a tighter 
integration of operations which is already paying dividends even prior to actual 
privatization and merger. 

4) All of the key managers of the three companies and many of the poultry producers 
have been exposed to technical improvements they are incorporating into their 
operations. More importantly, they have been instilled with hope and optimism for the 
future knowing there are steps they can take on their own initiative to make their 
industry more competitive. 

IMPLEMENTATION 

The implementation plan called for activities as follows: Organization Development; Poultry 
Industry Review; Poultry Cooperative Workshop; Participant Training; Legal Review; and 
Trade Mission. Each of these activities was carried out except the trade mission. The 
ACDIIPragma feasibility study referenced above indicated that the predominant market for 
our target producers would be domestic and that international sales would be incidental and 
not key to profitability. In addition, we came to recognize that securing fmancial resources 
would be much more key to project success. Thus, we opted to put our resources into the 
detailed feasibility study referenced above in conjunction with Pragma and to focus on 
domesting marketing instead of the trade mission. The prospective U.S. investor, Rocco Inc., 
also fmanced legal and audit reviews from their own resources bearing more on the due 
diligence of a prospective investor than on the general economic and legal reviews conducted 
by the project. 

Organization Development 

This activity was envisioned as intermittent interaction with the poultry producers in Burgas 
and Pleven by ACDI's Country Representative and poultry expert Nikolina Duneva. They 
were to help producers to identify and prioritize most pressing problems and to serve as 
advocates of the producers' interests in all aspects of the project. After the initial Poultry 
Industry Review, they concentrated their efforts on Burgas, meeting frequently with 
producers and industry officials in that area. They also served as translators and advisors for 
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all the external consultants and organized and contributed logistically to each of the studies 
and training event~. 

Poultry Industry Review 

This review was "to detennine whether, and under what conditions, private poultry 
producers can operate at a profit." The consultant was also asked to express an opinion "as 
to what poultry and feed facilities might be worth purchasing and at what price." This study 
was carried out by Mr. R.H. Strickler, owner and chainnan of Rocco, Inc., a life-long 
poultry industry entrepreneur and fonner VOCA Volunteer. The report of this review is 
Attachment 2. 

In summary, the report recommended focusing on Burgas, and expressed a favorable opinion 
that the three companies. operating in that region could be "the low-cost producers" of 
poultry products in Bulgaria if privatized, merged, and technically and managerially 
improved. 'A corporate fonn of enterprise was recommended with a revised Independent 
Producers Contract designed "adequately to protect and provide incentive for this very 
important segment of the enterprise. " 

In-Country Training 

An Agribusiness and Marketing workshop was conducted in Bulgaria from June 1-3, 1993 in 
conjunction with ACDI's Agricultural Business Exchange Program, the U.S. Department of 
Agriculture, the Canning Research Institute, the Maritza Vegetable Research Institute, and 
the University of Food Industry, all located in Plovdiv. 125 participants, including the 
Deputy Director and the Chief of Marketing of the Burgas Poultry Processing plant attended 
seminars on: product development, presentation and packaging; the benefits of joint ventures; 
food quality, safety and inspection; food labeling and safety requinnents; Bulgarian export 
requirements; the U.S. processed food market; and U.S. customs regulations. 

Participants rated the workshop highly and requested that additional seminars, giving more 
detailed infonnation on these and other topics be held in future. 

Participant Training in the U. S. 

The proposal envisioned participant training for four individuals in pOUltry industry 
management, especially poultry marketing. Such training was provided to five individuals 
employed by the three target poultry companies in Burgas, each receiving a customized 
course of instmction of six weeks each designed jointly by ACDI's training department and 
ROCCO, Inc. The participants were: 
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Panaiot Panaiotov, General Manager, AVES Poultry Co. 
10123/92 - 1213/92 

Jelcho Minchev, General Director, Akvila State Co. 
4124/93 - 6/6/93 

Vassil Shomov, Feed Mill Manager 
6/6/93 - 7/16/93 

Ivan Vakrilov, Production Manager 
7/16/93 - 8/29/93 

Dimitar Haidutov, Veterinary Doctor 
7116/93 - 8129/93 

Legal Review 

The legal review was conducted by James R. Baarda, Vice President, National Council of 
Farmer Cooperatives who is an agricultural economist, lawyer and cooperative law expert. 
The report of this review entitled "Consultancy Report on Organiiational Structure of 
Integrated Poultry Company for the Assistance for Private Poultry Producers in Bulgaria 
Project" was completed in September 1992 and is Attachment 3 herein. 

In summary, this report contrrmed the advice of the Poultry Industry Review to create a 
single integrated poultry company as a Bulgarian shareholding company through the 
privatization and merger of the three previously referenced poultry companies in the Burgas 
area. The report also suggested that: 

Financial needs should be determined and possible sources identified. 
Necessary economic and fmancial feasibility studies should be commenced in 
preparation for the process. 

Trade Mission 

As noted above, the trade mission was never implemented. Based on, the advice of our 
industry and legal consultants, ACDI turned its attention next to the need for more in-depth 
domestic marketing. Since our own project resources were inadequate to perform the type of 
in-depth analysis required, ACDI began to search for other parties that might have an interest 
in supporting such work. It was determined that the required work fell within the scope of 
the AID-funded RAAPS project operated by a consortium led by the Pragma Corporation. 



Assistance for PrivateoPoultry Producers in Bulgaria 
Final Report 
Page 6 

ACDI and Pragma quickly agreed to cooperate on the needed feasibility studies and USAID 
concurred on this joint approach. 

The feasibility study produced a detailed marketing plan that indicated solid feasibility based 
on domestic rather than export marketing. This did not preclude export marketing, but 
identified domestic marketing as key to feasibility. Also, information in the feasibility study 
led us to believe that the most important factor for achieving full project potential would be 
the ability of the new company to secure needed fmancing on reasonable terms. 

Conclusion 

To date, this project has not reached full potential due to the withdrawal of Rocco, Inc, as 
investment partner, resulting from failure tooobtain project fmancing on acceptable terms. 
Letters from Rocco, Inc. explaining their position are appended as Attachment 4. 

Nevertheless, all three companies have taken steps toward privatization. Talks continue 
among them concerning merger. They are working more closely with one another in their 
ongoing operations. Their key management staff have been trained in the operation of poultry 
enterprises ounder competitive market conditions. They have incorporated technical 
improvements into their operations based on their observations in the U.S. and they have 
acquired a vision of future possibilities that invigorates their work. Poultry production has 
resumed in the area,and the poultry industry in the Burgas region may already be the low
cost producer in Bulgaria. Furthermore, industry leaders are continuing to explore options 
that may ultimately lead to fulfillment of the potential identified during the course of this 
project. 
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ATTACHMENT 1 

Assistance for Private Poultry Producers 
in Bulgaria 

A Proposal Under the Cooperative Initiatives Grant Program 



Agricultural Cooperative Development International 
50 F Street, N.W., Suite 900 

Washington D.C., 20001 

ASSISTANCE FOR PRIVATE POULTRY PRODUCERS 
IN BULGARIA 

A Proposal Under the 
Cooperative Initiatives Grant Program 

FOREWORD 

This is a proposal for a grant of $127,647 to be funded over two fiscal years, 1992 and 
1993, under the Cooperative Initiatives Grant Program. The project is designed to assist 900 
small private poultry producers who have already made substantial personal investment in 
poultry l).ouses and equipment to determine whether formation of cooperatives might provide 
them with the degree of control over supplies and markets they need to become efficient, 
profitable poultry producers. Information on which this proposal is based was collected 
during the week of February 16, 1992 by Dr. Nikolina Duneva, a poultry expert attached to 
the Bulgarian Institute of Aviculture, Christo Petkov, ACDI Country Director for Bulgaria, 
and Donald Crane, ACDI Senior Vice President. The team visited poultry facilities and 
supporting institutions in Kostinbrod, Starn Zagora, Burgas, Varna, Pleven, and Sofia. A 
copy of the itinerary and a map showing the visited locations are attached. 

THE PROBLEM 

In the vicinity of Burgas, Bulgaria, a sea port on the Black Sea, are 650 private poultry 
producers. Each farmer has constructed a poultry house capable of producing 20,000 to 
50,000 broilers per year (4-10 thousand birds per flock, 5 flocks per year). Actual total 
production, however, has only reached a maximum rate of 9,000 metric tons per year. 
Currently none of these facilities are in production due to unfavorable economic conditions. 

The currently permitted maximum price of broilers of LV 12 ($0.60) per kg liveweight 
combined with an average cost of feed of LV 3.05 ($0.15) and a conversion ratio on the 
order of 3: 1 dictates a loss situation according to the producers. l The Ministry of 
Agriculture estimates current production costs of LV 13.9 ($0.69) per kg liveweight. 

lThe Bulgarian Lev, abbreviated LV, is currently trading at 
about $1 = LV 20. 

1 



,-------------------------------------- ---------------------------------------------

At the same time, the fIxed domestic price for dressed whole broilers of LV 24 per kg 
($1,200 per metric ton) compares well with export prices which have been ranging from 
$990 to $lO50 per metric ton. Nevertheless, the processing plants claim to be losing money 
and most are heavily indebted. 

Meanwhile, domestic demand for poultry meat is said to be declining and this is generally 
attributed to the high price of poultry relative to income. The controlled price of pork may 
be contribUting to this situation by altering relative prices to the disadvantage of poultry. In 
any case, both pork and poultry industries are in an overcapacity situation due to the 
disruption of the Soviet market. According to USDA statistics, Bulgaria exported 170,000 
metric tons of poultry meat in 1990 and Bulgarian sources estimate that more than half of 
this went to the Soviet Union. 

When in operation, the farmers near Burgas are served by the Aves Poultry Firm, a state
owned enterprise. Aves maintains parent lines and supplies the farmers with day-old chicks, 
feed, and veterinary services on a credit basis. Costs are recovered when the producers sell 
their broilers to the processing plant, a different state-owned company. 

The farmers we met with (about 20, of whom 5 were invited by Aves to talk with us and 15 
or so tagged along) expressed general satisfaction with services provided by Aves. Aside 
from the market price of poultry, their m:ijor complaint was the low quality and high price of 
feed. The group of producers expressed the view that the state-owned feed mill was badly 
managed and producing unnecessarily poor-quality feed. The manager of Aves has acquired 
a least-cost ration computer program and is using it to improve his bargaining position with 
the feed mill, but he is nevertheless dealing with a monopoly. 

While some producers expressed the opinion that the genetic potential of the breeder flock 
could be improved, they did not put this in the same category as the feed problem. 

The poultry processing plant in Burgas had been operating at only about one-third capacity 
since a fIre in its chiller section. The producers complained about being docked for quality 
defIciencies which they don't understand and don't believe are real. 

Without further study by a poultry industry expert, it is impossible to know whether there is 
any possibility for these small private producers to overcome the difficulties they are facing. 
However, if Bulgaria is to build a solid democracy with econotnic pluralism, these private 
producers, who have already proven their entrepreneurial spirit by learning the poultry 
business and investing in private production facilities, are precisely the type of people who 
will be needed to make it happen. 

In Pleven, a city in north central Bulgaria, there is a Local Union of Poultry Breeders with 
membership of 250 private producers who are reportedly still producing. The chairman of 
the union claims to have made a profit of LV 210,000 ($10,500) raising broilers by renting a 
large poUltry house from a state enterprise. He says he did this by achieving a feed 
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conversion ratio of 2.6: 1 compared to a rate over 3: I for the state enterprise and by reducing 
the mortality rate by 5 percentage points. This suggests that locally attainable improvements 
in production practices may be sufficient to restore profitability to the industry. 

THE PROGRAM 

This is a proposal to assist small private poultry producers in two locations, Burgas and 
Pleven, to assess the future viability of their operations and to assist them in evaluating 
options for the promotion of their economic well-being. Thus, there is an initial target group 
of beneficiaries of 900 private poUltry producers. However, success in this project could 
ultimately benefit a much Iaiger number of farmers in two ways: (1) by expansion of the 
initial two groups; and (2) by imitation by other farmers elsewhere. Furthermore, 
emergence of successful private poultry producers and cooperatives (or other mutual support 
groups) could well contribute to the development of Bulgarian democracy and economic 
recovery beyond the poultry industry. 

The farmers in Pleven are already organized in a Union. In Burgas, the only organization is 
through the Aves Company. Thus, the first step would be to discuss with the Burgas 
producers whether they would like to form some sort of association for mutual problem 
solving. We would explore with both groups whether it would be advantageous for them to 
create cooperatives. 

For these private producers to be successful, they must gain more control over their supplies 
and markets. They are currently dealing with monopolies from a position of weakness. 

One possible way to achieve control would be for them to buy their local feed mill, hatchery, 
and poultry processing plant through the privatization process. Of course, the producers do 
not have the capital for such purchases on their own. Local interest rates are currently 
running at about 64%. Under certain circumstances, AID, the World Bank and the 
Bulgarian-American Enterprise Fund are potential sources of the needed capital. 

The model being developed by ACDI's Commercial Small Farm Development Project in Sri 
Lanka could possibly prove useful in this case. There, a non-profit company has been 
created for the pwpose of making equity investments in land and facilities in trust for 
farmers who will gradually buyout the company's investment through a planned program of 
retained earnings. 

Naturally, one must first determine whether any of the local assets are worth buying and at 
what price. It is entirely possible that such assets would not be a good purchase at any price 
or that they will not be available at a reasonable price. More regrettably, but also possible, 
the producers may not be able to find the financing for a potentially good deal. 
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Thus, alternative options should be developed in case it proves impossible to purchase local 
facilities. Furthermore, such alternatives could turn out to be of greater "merit in their own 
right. 

For instance, with 35 feed mills in the country, it might be possible to fmd one manager 
somewhere ready, willing and able to produce standard quality feed. If so, it might be 
worthwhile for a producers cooperative to purchase, transport and distribute such feed to its 
members. 

Another possibility would be to put up smaller mills near the private producers for mixing 
imported concentrates with local grain. One obstacle to this approach is that it is customary 
for the large feed mills to purchase the entire grain crop at harvest. A coop would, 
therefore, have to create enough storage for its annual requirements and bear the 64 % 
interest rate or develop some sort of forward contracting. 

These are merely suggestive of the types of issues that will be explored through the project. 
An interesting aspect of the Burgas site is that it is the largest port in Bulgaria in terms of 
volume of cargo. This could provide an edge in terms of imported feed components and 
export of poultry meat. This would be especially true if a way can be found to benefit from 
the free trade zone in Burgas. 

We met with the Burgas Chamber of Commerce and Industry as well as the Burgas Free 
Zone Joint Stock Company. Both were most anxious to be helpful to the extent they are 
able. They pointed out that one of the territories of the zone adjoins the Aves Company and 
might be extended to include the company grounds if it were in the national interest to do so. 
They also suggested that the undeveloped adjoining territory already within the zone could 
possibly be developed for poultry, if a suitable proposal were tabled. 

The types of assistance we believe are necessary include: (1) helping poultry producers to 
asSl"ss and address their own problems; (2) helping producers develop strategies for gaining 
more control over supplies and markets; (3) helping producers to evaluate the worth of local 
support facilities and possibly to develop proposals or offers for such facilities; (4) helping 
producers and marketers to assess local and foreign market prospects and, possibly, to 
organize overseas market development missions, especially in Russia and other republics of 
the former Soviet Union where normal marketing channels have been interrupted but where 
demand still exists. 

We are requesting a grant of $127,647 to be expended over fiscal years 1992 and 1993. 
Though the resources are modest compared to the magnitude of the problem, we believe that 
we can accomplish a discrete program that will help to define an important problem and 
point the way towards solution. We believe the potential benefits make this an effort well 
worth undertaking. We would provide a top industry specialist from a major U.S. poultry 
cooperative or appropriate alternative source. This person would help to analyze options 
available to the small producers and would participate in the development and implementation 
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of a week-long workshop for producers. A legal advisor would help to determine whether 
registration as a cooperative under the existing cooperative law would be most advantageous 
to the small producers and would investigate other pertinent legal questions. We would also 
lead a trade mission from Bulgaria to Russia to determine whether private commercial 
channels can be developed for the export of Bulgarian poUltry to Russia replacing the now
defunct govemment-to-govemment trading channels. 

RESOURCES 

ACDI maintains an office in Bulgaria headed by Christo Petkov .. Mr. Petkov has a degree in 
law and served as the chief of the International Department of the Agricultural Academy of 
Bulgaria from 1982 to 1991. He recently spent a year in the United States as a Humphrey 
Fellow at Cornell and is a strong advocate of the free market. The initial assessment of the 
poultry industry which forms the basis of this proposal was planned and arranged by Dr. 
Nikolina Duneva, a poUltry nutrition and physiology specialist attached to the Institute of 
agriculture at Kostinbrod. Resumes for Mr. Petk:ov and Dr. Duneva are attached. Together 
these two would be responsible for helping the farmers to organize and for program planning 
and logistics. 

TIiey would be supported within the project by short-term consultants as necessary in the 
technical, business and marketing aspects of the poUltry industry, cooperative organizations 
and development, and legal assessment with respect to cooperative formation, potential 
advantages of using the free trade zone in Burgas, and possibly assistance in negotiating to 
obtain state-owned poultry and feed facilities through the privatization process .. 

The program would also be supported by ACDI's existing regional Agricultural Business 
Exc.hange Program (ABE). The training plan for Bulgaria for FY 92 calls for six participant 
trainees and a workshop. We would focus the workshop on how cooperatives can serve the 
needs of private poultry producers and other issues of relevance to our target group. We 
would set aside four of the training slots for poUltry industry people whose participation 
would be judged to be most helpful in promoting the development of private poultry 
production. Additional resources from ABE could be programmed for FY 93 if necessary. 

If a decision is reached to assist private producers to acquire supply andlor processing 
facilities, it will be necessary to seek additional' financing for that purpose. We believe that 
A.l.D., World Bank, and the Bulgarian-American Enterprise Fund are all possible sources of 
such fInancing, depending upon the nature of the proposal and availability of funds. 
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IMPLEMENTATION PLAN 

Activities of the proposed grant are to be carried out over two fiscal years with funds under 
the Cooperative Initiatives Grant Program: $50,397 for FY 92 and $75,553 for FY 93. The 
project will comprise six activities over an eighteen month period beginning April 1, 1992: 
Organizational Development; Poultry Industry Review; Poultry Cooperative Workshop; 
Participant Training; Legal Review; and, Trade Mission. 

Organization Develgpment. Immediately upon approval of the subject grant, Christo Petkov, 
ACDI's Bulgarian Country Director, assisted by poultry expert Nikolina Duneva, will begin 
to interact with the two target groups of small private poultry producers in Burgas and 
Pleven. They will explore with producers in Burgas whether they wish to form an 
association and, it so, to help them organize. They will help producers in both locations to 
determine and prioritize most pressing problems and to consider possibilities for self-help 
solutions. Working with the producers, they will also plan and support all the other activities 
of the project. This work will be intermittent as needed and will require approximately 298 
person days. 

Poultn' Industry Review. A poUltry industry generalist will visit Bulgaria for three weeks as 
soon as possible, hopefully no later than April 12, 1992. This consultant will visit most 
major poultry and poUltry feed facilities before spending a week each at Burgas and Pleven. 
The objectives will be to determine whether, and under what conditions, private poUltry 
producers can operate at a profit. The consultant will express an opinion as to what poultry 
and feed facilities might be worth purchasing and at what price. Other issues the consultant 
will address include: 

* 

* 

* 

* 

* 

which, if any, export markets should be pursued; 

whether the Burgas Free Zone could be employee to the advantage of private poultry 
producers; 

whether importation of concentrates for poultry feed makes economic sense and 
whether there is any way for the private producers to manage this for themselves; 

whether there is any likelihood of interest by foreign joint venture partners; and, 

any other issue that the consultant identifies that may have a material bearing on the 
objective of the review. 

Poultn' Coo.perative WorkshRP. ACDI and Land O'Lakes will provide a one-week directed 
workshop for poultry producers and other appropriate parties in July under ACDI's 
Agricultural Business Exchange Program. The poultry consultant who was involved in the 
poultry industry review will assist in the planning and implementation of this workshop. The 
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primary objective of the workshop will be to inform producers of the services provided by 
poultry cooperatives in the United States and elsewhere and to explore with the participants 
the relevance of such an approach in Bulgaria. The workshop will also address topics in 
poultry marketing (domestic and international), poultry nutrition, health, and husbandry, and 
business management at both producer and organizational levels. 

Participant Trainin~. Four individuals, most likely two each from Burgas and Pleven, 
chosen for their potential to further the development of private poultry production, will be 
provided customized training in the United S~tes in August or September under the 
Agricultural Business Exchange Program. This training will include relevant topics of 
poultry industry management, especially poultry marketing, as well as cooperative 
organization and management. 

Legal Review. As early as funds become available in Fiscal 1993, a legal expert will be 
asked to advise on poultry cooperative formation, how poultry producers can take best 
advantage of tax and other legislation and government programs, whether any points of law 
should be lobbied for or against, and potential advantages of the Burgas Free Zone. 

Trade Mission., A one-week trade mission led by the poultry industry consultant and ACDI's 
country director and including two industry representatives, most likely one ~ch from 
Burgas and Pleven, will visit at least one promising Foreign market. At present this would 
most likely be Russia and the objective would most likely be to secure a broker on one or 
more commodity exchange through whom to offer Bulgarian poultry. However, both the 
destination and objective of this activity are subject to change based on the recommendation 
of the poultry industry consultant and the wishes of the group. 
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Assistance for Private Poultry Producers 
in Bulgaria 

Implementation Plan 

Activity 

1992 1993 

Apr Jul Oct Jan Apr 

Organizational Development 

Poultry Industry Review ~ 

Poultry Cooperative Workshop [J 

Participant Training CJ 
Legal Review .:l 
Trade Mission • 

lui 

Intermittent Activity in Bulgaria 
or third country 

Activity in U.S. 



ASSISTANCE TO PRIVATE POULTRY PRODUCERS IN BULGARIA 

SUMMARY BUDGET 

LINE ITEM 

SALARIES 
PAYROLL ADDED COST 
TRAVEL/TRANSPORTATION 
CONSULTANTS 
OTHER DIRECT COSTS 

TOTAL DIRECT COSTS 
INDIRECT COSTS 

GRAND TOTAL 

FY92 

2,400 
912 

6,600 
25,634 
1,500 

37,046 
13,559 

50,604 

FY93 

2,520 
958 

18,340 
22,057 

2,600 

46,475 
30,568 

77,043 

TOTAL 

4,920 
1,870 

24,940 
47,691 

4,100 

83,520 
44-,127 

127,647 
================================= 
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ASSISTANCE TO PRIVATE POULTRY PRODUCERS IN BULGARIA 

DETAIL BUDGET 

LINE ITEM 

SALARIES 
Base Pay Mo. 
1) Country Rep. 
2) Country Rep. 

Total Salaries 

PAYROLL ADDED COST 
HL&B Rate: 

Total Payroll Added 

TRAVEL/TRANSPORT 
Consult. Trav TWT: 
Consult. Trav TWT: 
Trade Mission TWT: 
Trade Mis Per Diem 
Local Travel (G) 

2 
2 

38% 

2 
2 
4 

20 

Total Travel/Transport 

CONSULTANTS 
EXPATRIATE CONSULTANTS 

Fees, person days: 35 
Per Diem: 37 
Workers Comp 4.3% 
Fees, person days: 25 
Per Diem: 23 
Workers Comp 4.3% 

Subtotal 

LOCAL CONSULTANTS 
Fees, person days: 
Per Diem: 
Workers Comp 
Fees, person days: 
Per Diem: 
Workers Comp 

Subtotal 

Total Consultants 

80 
80 

4.3% 
120 
100 
4.3% 

FY92 FY93 

2,400 
2,520 

2,400 2,520 

912 958 

912 958 

5,600 
5,880 
4,800 
6,160 

1,000 1,500 

TOTAL 
GRANT' 

2,400 
2,520 

4,920 

1,870 

1,870 

5,600 
5,880 
4,800 
6,160 
2,500 

---------------------------------
6,600 

11,095 
8,399 

472 

18,340 

8,321 
5,482 

371 

24,940 

11,095 
8,399 

472 
8,321 
5,482 

371 
---------------------------------

19,966 

1,600 
4,000 

68 

14,175 

2,520 
5,250 

112 

34,140 

1,600 
4,000 

68 
2,520 
5,250 

112 
---------------------------------

5,668 7,882 13,550 
---------------------------------

25,634 22,057 47,691 



ASSISTANCE TO PRIVATE POULTRY PRODUCERS IN BULGARIA 

LINE ITEM 

OTHER DIRECT COSTS 
Commumnications 
Other 

Total ODC 

TOTAL DIRECT COST, YR1 

INDIRECT COST 
ACDI @ ·36.6% 

Total Indirect cost 

GRAND TOTAL, YR1 

FY92 

900 
600 

FY93 

1,400 
1,200 

TOTAL 
GRANT 

2,300 
1,800 

---------------------------------
1,500 2,600 4,100 

37,046 46,475 83,520 

13,559 30,568 44,127 

13,559 30,568 44,127 
---------------------------------

50,604 77,043 127,647 
================================= 

), 



Attachment 1 

Itinerary for Bulgarian Poultry Industry Visitation 
February 16 - 22 



Febryary 15. 
8.2Op. 

Febryary 16. 
9.30 as 

12.00 a. 
14.00 Pili 
19.30 pa 

Fabruvy 17, 
9.00 _ 

11.00 _ 
13.00 p. 

1~.3O p .. 
20.00 pa 

8.00 _ 

February tq, 
7.45 _ 

Fpbruary 20, 
8.30 HI 

10.30 a. 

PROGRAM 
for the visit of DON CRANE Sr. Vice President 
ACDI in Bulgaria. February 15 - 22, 1992 

Saturday 
~ting at the airport (flight from Budapest) 
Hotel acca..odation - Sofia. Dinner - upon 
requ_t 

Overnight in hotel "Sofia" 

SI,nday 

Sightseeing of Sofia. V1tosha mountain. 
Lunch (infer-mal) 
Rest time and reading materials of poultry. 
Dinn.r at Christo Petkov's place. Present: 
Jeff Levina - VOCA. Ron Meekoff - Resident 
advis.r to the "tnigt~ of Agriculture of 

Bulgaria. "-rtin Herman - Norld Bank 
R~r-.ntativ. 

Ov.,.night in hotel "Sofi a" 
Mgnday 

~ing with the Vice "inister of Agriculture 
BeCrgi Tanev. 
Visit to the Paultry breeding institute. 
Visit ta the Institute of Grain Food and Feed 
Industry 
ACDI offic. in Sofia. 
Dinn.,. at -Borublyansko Hanche" - folk dance 
and fire dane. restaurant 
Ov.rnight in hotel -Sofia" 

Typ,day 
Departure for Stara Zagera. Visit to poultry 
slaughterhau_ 
Dinn.r (inofficial) 
D~artur. fer- Slanchev bryag. Sightseeing 
Slanch.v bryag and Nes~ar. 
Dinn.r at -Captain"s _ting" in Nesebar. 
Ov.rnight in hotel -Kuban" 

"p1n ..,.y 
Departure for Burgas. ~ting with paultry 
braadars. Yisit to paultry hause in Burgas. 
~ing with privata paultry producers. 
Dinner (inofficial) 
Yisit to privata paultry house. 
Departure fer- Yarna. Hatel ·Yarna" 
Dinn.r with lacal businessaen. 
Ov.rnight in hot.l "Yarna" 

TbyrpdAV 
Yisit to poultry plant fer stock eggs 
·Slanchevo" (SUony) 
Departure for PleVen. 
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2. 

17.00 pili 

19.00 Pili 

Febryary 21. 
8.00 _ 

10.30 alii. 

1:5.00 p. 
16.30 pili 

19.30 p. 

Accomlllodation in the Rest house of the 
Institute for viticulture and wine production. 
~ting with the Director of the Institute, 
prof. Valchev. Wine tasting and dinner. 
OVarnight in the rest house. 

FridAY 
Visit to the poultry house and plant. 
Departure for Scf i a. 
Lunch (inofficial) 
Meeting with Gerald Zarr USAID 
I'Iaeting wi·th Searl Vetter - BAEF (in ACDI's 
office) • 
Dinner 
OVernight in hotel NSofiaN 

Febryary 22. Satyrday 
Departure. ETD unknown. 

We shall be aCCODPanied by Mrs. Nina Duneva - poultry scientist • 
• Any n~lHSlNlry changes in the progralll will be undertaken 
accordingly. 
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Attachment 2 

Resumes for 
Christo Petkov and Nikolina Duneva 



Name: 

Position: 

Education: 

Areas of 
Expertise: 

Experience: 

Languages: 

CHRISTO PETKOV 

Project Manager 

Faculty of law, SofIa University 
k'rofessional Training Program, Hubert H. Humphrey North-South 
Fellowship Program, Cornell University, Ithaca, New York, 1990 - 1991. 

Agricultural development; business management. 

Chief, International Department of the Agricultural Academy of 
Bulgaria, 1982 - Present. Prepared projects, contracts, protocol, visa and 
passport formalities and trade negotiations for the Bulgarian agrarian 
community. 

Assistant to the Deputy Minister for International Trade and 
Relations, Ministry of Agriculture of Bulgaria, 1979 - 1982. 
Responsible for trade" among socialist countries. Secretary of the German
Bulgarian working group on agriculture. Participated in establishing 
German-Bulgarian working group on agriculture and in establishing 
Agrocommerce, a foreign trade company computerization project for trade 
reports and strategy analyses documents. 

Chief of Personnel and VISa, Tedmoexportstroy, 1976 - 1978. 
Negotiated contracts for hospitals and clinics with Libyan authorities; 
obtained labor permits and working visas for the Bulgarian personnel. 

Secretary for Bulgarian Press, Japanese Embassy in Sof'"m, 1973 -
1976. . 
Translated, reviewed and analyzed current events in Bulgaria and prepared 
weeldy summaries for the Ambassador and the diplomatic staff. 

Volunteen in Overseas Cooperative Assistance (VOCA), 1990 - 1991. 
Internship with VOCA through the Hubert H. Humphrey North-South 
Fellowship Program. Served as a liaison between VOCA and the 
Bulgarian Embassy. Involved in the briefing and debriefing of volunteers 
for Eastern and Central European countries. 

President and Founder, Agrino, May, 1990 - Present. 
Established the first private companies in Bulgaria to encourage 
agricultural development in Bulgaria by providing access to farming 
equipment and supplies. 

Mother-Bulgarian, Russian, English 



Name: 

Position: 

Education: 

Areas of 
Expertise: 

Experience: 

Languages: 

NIKOLINA GEORGIEVA DUNEVA 

Poultry Consultant 

Agricultural Academy graduated in 1974, specialty animal breeding 

1989-Defended thesis "Influence of the level of raw protein and vitamin 
'A' in compounded fodder on productivity of parents for broilers and 
their posterity" 

High School: 29th in Sofia 

Poultry feeding, physiology, and breeding 

1983-1992 Head of feeding, physiology and biochemistry department of 
Poultry Institute in Kostinbrod 

1975-1983 Scientist, research in the National Control and breeding, 
Poultry Center, kostinbrod. SUbject: Testing of the genetic poUltry 
potential (broiler and eggs production) of the leading poultry companies 
in the world. 

Mother-Bulgarian, Russian, English 
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HILL FARMS 
R. F D. No 6 

HARRISONBURG, VIRGINIA 22801 

July 28. 1992 

Yfr. Doruld Crane Sr. 
Vice Pres idem 
.-\gnc·,ltll'·al Cooperallve Development Internalional 
50 F' Street. 'iW. SUlle 900 
Washl!1gton. DC 20001 

Dear Yfr. Crane. 

I have cCIl\[lleted my :"slgpment as a Poultry Industry Specialist for ACDI m Bulgana. 

Mrs Stoickler and I an'ived III Bulgaria on June 21. 1992. and were met by Chnsto Petkov and 

:-"Iko,ink:l Duneva. W.e. be~all our assIgnment by vlsIUng several markets. or food shops. to see 

I':'!at iorr., a'lC: at what lJnces blollers were being offered to the customer. During the follow

Iilg tWlJ weeks cor:dudtng on Monday. July 6. 1992. we vIsited ten processmg plapts 

(s;au~hter llollses), eight brOIler complexes (Bulgarian Poultry Plants) whIch Iilcluded breeder 

farms. hmci,cnes. broiler growout faclhties. commercIal egg laymg faclhtles. rurther p:'ocesslllg 

plants (cooked p;'oducls) alld admlillstrative offIces. AddItIOnally. we met wIth pnvate pro

ducers (farmers) and VIsIted theIr farms. We covered BulgarIa. dnving between 1500 and 2000 

mIles. We met wIth a WIde vanety of people We asked many questIOns and received a broad 

and !I1teresLllIg background to the Bulgarian Poultry Industry. The complexes had many 

similarities and many Significant dltferences. I could have spent two weeks at each complex 

and made valuable recommendations for improvement. many of whIch would have cost no 

money. Whenever possible. we made specifIC recommendations. In many !I1stances. these 

were asked for and wel! rec:eived. My wue and I both took copious notes from which we could 

prepare a report on each call. but. frankly. I do not beheve thIS would add much to your 

knowledge or any addItIonal recommendatIOns th2_t could be accomplished. 
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Our scope of work requIred lhal we focus on assisting the pnvate poullry producers at Burgas 

& Pleven I relt that It was manci<:ttolY ror me to "ISlt most of the compelltors of these two loca

lIons in order to evaluate the ,1b,lIty of Burgas & Pleven to compete In bOlh the domestic and 

exportmarkels. Broadly. this was accomplIshed . 

. -\n indefmite number of facts lllUSt be consIdered In trying to evaluate any recommendatIOn 

for the Bulganan Poultry Industry or a smgle entIty wlthm that industry Don. you observed 

and reported many these same facts. G. Tanev. V,ce Mimster. reported on these facts. Dr. 

:\Ikohnka Duneva had a great deal of statIstIcal mformatlOn to add to these facts. Every VIsit 

or call added to our mformatlon base. I belIeve it is Important for you and any other reader of 

this report to conSider the facts on whIch my recommendatIons will be based. For clarity pur

poses. I wIll attempt to organIZe the facts by subject. To the best of my abIlity. I WIll priorItize 

the subjects and the facts WIthin the subjects. Please bear III mind that the political. econo

mic. agncultural and poultry SItuatIOn III Bulgana IS qUIte flUId and rapIdly changlllg. 

Political Facts 

I. The pnvatlzatlOn rules (or laws) are StlJlIll the process of being developed. 

2. On June 26. 1992. the Minister of Agnculture dismIssed 100olf) of the people who 

worked III the Ministry of Agriculture. It IS Impossible to accurately predict what 

the new Agncultural Ministry LeadershIp will do. Christo Petkov estimates that 

70% of the people w!ll be rehired and most. if not all. the Department Heads wIll be 

replaced. 

3. On Monday. July 6. 1992. we met the Director of Mihallovgrad and hIS legal adVI

sor. Ms. Lozanova. who explalned that there is a law regarding rental relations. A 

rental relations law was passed in 1967 and amended on March 6, 1991. The 

rental rate IS always on a monthly basis. The mmimum current rate for poultry 

houses IS 3.3 leva per square meter per month. ThIs works out to 1.5¢ per square 

foot per month or I ¢ per chIck per month. 
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4 In July of 1991. all the poultry plants or complexes became "Limited Liability Com

pames" With a Board of Directors The Director says that the Board has a very 

broad authonty to achieve the [ollowini< three thmgs: 

a. The Board must keep the Company liquid or solvent. 

b. The Board must keep the Company profitable. 

c. The Board must keep the Company economically efficient. 

5. If the Board of "The Mihilllovgrad Limited Liability Company" were to deCide that 

the company should be sold to a foreign mvestor, the sale would take place on a 

baSIS of an asset evaluatIOn which would have to be approved by "The Agency for 

PnvatlZalion" whose chairman, Nikola Katzarski. a lawyer. was elected on Thurs

day. July 7, 1992. Ms. Lozanova stated that the laws were clear and that such a 

transaction could be accomplished In 60 days .. Unbelievable!. 

General Economic Facts 

1. The mterest rate on new borrowmgs IS apprOlomately 60'%, two days ago It fell Lo 

49%. However. we did learn that some of the complexes had large amounts of old 

debt at apprOlomately 8%. The government will fmance grilln at 36%. 

2. I believe that the inflation rate is dropping sharply because the value of the Leva 

relative to the dollar appears to be stabilizing. The offiCial rate of mflation is 47%. 

Christo believes it may go to 120-130%. 

3. Unemployment continues at 10% or higher. There are 630.000 unemployed, 

4. Wages contmue to lag the previously experienced inflallon giving most consumers 

sharply reduced purchasmg powe~. 
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5. The domesllc pnce of lIve brOIler meat IS bem~ admini'3tered at very close Lo 14 leva 

per kg. Tl;1e export pnce is ba'3ed on free market conditIOns. The leva should be 

around 45 leva on the dollar. an oplmon of Chnsto and Mr. PavayoLa. 

6 The state owned feed monopoly is allowed to adjust pnces charged to the poultry 

compames. It IS not clear to me how thiS IS bemg done. The monopoly buys and 

SLOres all the !(r,11rl at harvest lime. I am not clear how the pnce paid for gram to 

Lhe Slate owned farms IS determmed. ''There IS no ftxed price for the grain." 

Poultry Economic Facts 

Please read Attachment Number 1 titled. "Report of the Poultry Situation m Bulgaria:' by G. 

'Tanev, Vice Mmister. I am m no position to comment on Mr. G. Tanev's economiC data. but I 

comment on certain facts: 

1. The Bulgarian Industry is requmng 60 days to achieve a weight of 3.3 pounds. The 

Amencan Industry achieves 4 pounds Irl 44 days. ThiS is pnmarily a breed pro

blem. 

2. The Bulgarian Industry is requiring three pounds of feed to make one pound of 

meat. The American Industry reqUIres two pounds of feed to make one pound of 

meal. ThiS IS a feed formulation. Irlgredient supply. feed manufactunng and breed 

problem. 

3. The Bulgarian Industry IS marketmg 90% of the Chicks placed. The Amencan In

dustry is marketmg 95% of the chiCks placed. The higher mortality has several 

causes: 

• day old chick quality 

• almost Impossible startmg conditions 

• questIOnable starting rations in some cases. 
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-4 The Bulganan Industry IS produCIn,t; substantially les'; chicks per breeder hen than 

th,· .. \mencan Indu';try. ThiS IS being caused by the followmg factors: 

• rallure to conlrolthe weight or the pullet and the cockerel 

• questIOnable reed ralions 

• poor halchelY venlllc1.tlon 

• poor hq.tchIng eM ulllizaLIon 

Cl. The Bulgarian Industry leaders say that they have IItLle or no disease problems. In 

revlewmg the Bulganan State Diagnostic data. I belIeve thIS IS a questIonable con

clUSion. For example. Intestinal COCCidIOSIS (or COCCI) damages the bIrds' ability to 

convert feed to meat. Worms have the same alTect. 

6. Bulganan Broiler Production is located on both state and pnvate farms. Each has 

ItS own unique weaknesses. On the state farms. the houses are built lIke for

tresses. The central heating and cham feed systems were largely abandoned in the 

U.S. 25 years ago. The farms are so large and so expensIVe to operate that the pn

vate famler can produce at substantially less cost The pnvate farmers' faCIlitIes 

are relatIvely small. of poor constructIOn and are generally recelvmg good day to 

day management. I doubt that any of the state owned or pnvate farmer faCIlIties 

could be competitively utIlIzed m the U.S. today Wlthout major modIfIcatIOn. 

7. All of the poultry productIOn complexes are surrounded by some of the most pro

ductive com and wheat producing land in the world. 

8. Hlstoncally. Bulgana has been exportlOg 20-25% of ItS broiler meat productIOn to a 

variety of nearby countnes. Bulgaria has suffered a severe drop in exports pri

manly to RUSSia. Iraq and KUWalt. See Attachment Number 2 prepared by Dr. 

NlkolInka Duneva. 

9 The poultry plants and slaughter houses are all heaVlly m debt Wlth the exception 

of Burgas. The debt level varIes. but 10 many cases. such as the largest complex at 
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Pleven. the debt exceeds the value of the assets. [see no solution other than bank

ruptcy Pleven went bankrupt on July 6, 1992. 

10 The annual domesltc per capIta consumptIOn of chIcken tIl Bulgana was approxl

n1ulely 20 kg. dunn~ Olore norrnal 111arkel penods. Currently. consumpllon has 

dropped to 12 kg. :vir. Panalotov stated that consumption may be as low as 9 k.!l;. 

and IS stIll dropping. 

11. There IS a tremendous capacIty to overproduce. Forty percent of the capacIty IS 

Idle. 

Recommendation # 1 

Don, I may have learned more that is Important for ACDI to know from the call we did not 

make. Mr. Zabukov of the Parvom81 Slaughter House Company declined our VISIt. He staled 

that in the last several years, a slgmficant number of people had come to inspect hIS opera

lion. asked a multitude of quesl1ons, given excess adVIce and absolutely nothmg had been 

achleped for hIS company or Bulgaria. My recommendatIOns will call for a dllTerent approach 

not' normally taken by ACDI or USAID or the lendmg IIlstitutlOns which support developmg 

countrIes. Simply stated. I am recommending that we focus all of our tIme, talent and re

sources on Burgas and, secondarIly, on Pleven. My reasons follOW: 

1. Mr. Panawt Pan81otov, Director General of the Aves Poultry Company, IS a most ex

penenced, competent and free thmking leader. He wants to work WIth us. 

a. Mr, Panalot was the fIrst person to repeatedly ask for and ultimately receIve 

permission to break away from the Poultry IndustrIes Central Plannmg Author

Ity State Economic Enterprise "Poultry Breeding," 

b, Mr. Pan81otov's company mvolves 650 private poultry producers (broiler grow

ers) who are able to produce bIrds at approXImately 10% less, or 3.5 leva a 

chicken less, than state farms. He relates well to the farmer. 
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c When the econorlllC "crunch" came and the feed mtl! refused to purcha~e the 

1992 feed supply. Ylr. PanatOLOv stepped m. took the risk and purchased the 

granl. doublln.g hIS company's money in SIX monLh~ (a rIsk Laker and a deCISIon 

maker). 

d When the ~lallghter house goL behmd m ItS payment for birds already produced 

due to a lack of <;ales. Mr. Pamuotov stopped production and collected the debt 

owed hIs· company (a tough ffimded. pragmaLIc manager). 

e. Mr. PanatoLov aggressIvely searched out foreIgn export markets for hIS hatchmg 

eggs rather than dump them on a glutted domestIc commerctal egg market (an 

tmagmattve and aggressIve marketer). 

f. Mr. PanaioLov's Ave~ Poultry Company purchased and is operating a computer 

capable of linear programmmg feed ratIOns (a company and a manager who IS 

ready. willing and able to adopt new technology) . 

.!4. We vIsited a number of Aves facIlitIes wIth Mr. PanalOtov He IS liked and re

spected by the people who make up hIS orgall1zatlOn. He IS hked and respected 

by the pnvate poultry producers who work wIth Aves (clearly. a leader who 

cares about his people). 

In summary, It takes three things for· success III any enterpnse -- METHODS, 

MONEY and MEN. A lifetime of experience has taught me that tf you have Lhe nght 

men and women. they will develop the nght methods. And. if you have men WIth 

the nght (correct) methods. the money can always be found. 

2. Aves Poultry Company is located close to the port cIty of Burgas. The advantages 

are: 

a. A large consuming population base. 
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b Ready acce<;s Lo the besL port facIllues In Bulgana for exporL. 

c. Ready access LO the be<;t port faclltUes for the ImportatIOn of feed IngredlenLs 

,md other neces<;ary supplIes 

(1. A free trade zone adjOinS Aves property. ThIS may be an advantage in the fu

ture. 

3. The Burgas & Pleven pnvate poultry producers had beLter houses and eqUIpment 

than I observed m other area~ of BulgarIa and were convemently located. wlthm 60 

kilometers of the poultry plant. 

4. The Aves Company's hatchery and parent stock faCIlities were at least as good and. 

[ belteve. better operated than most of the complexes In Bulgana. 

5. The Aves Company had a very modern commercial egg facility whIch was beIng well 

operated 

6. There is a slaughter house convemently located to serve the Aves pnvate poultry 

producers. This facihty was not the best In Bulgana. but is properly located. The 

slaughter house IS In the process of complet.mg a very large frozen storage whIch is 

Important to my plan of operation. 

7. There IS a large. rather Old. feed mill centrally located at Burgas. ThiS mill has a 

bad reputation with the producers and Aves. There is an alternative which I will 

discuSS separately. 
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Recommendation #2 

The Aves PoulLrY Company and all other Poultry Plants m Bulgana should purchase lhelr pa

I-enl stock dlrectly from world class breedmg organizalions such as Arbor Acres and Ross for 

brOiler SLQck and Dekalb for commercial e.gg sLock. 

Recommendation #3 

The Aves Company may already be the low cost producer of broder meat 10 Bulgaria. bUL It 

has great potenlial to Improve by becoming vemcally mtegrated. from the purchase of parent 

stock to the marketmg of consumer ready brOilers and meat products_ All of the brOller pro

ducmg companles in the U.S. and most of the brOller companles 10 the world are structured 10 

Lhls way. I know of no other approach that Will properly support the private poultry producer. 

The structure should be corporate. m order to attract foreign jomt venture capital. 

1 Mr. Chnsto Petkov. as a lawyer and representatlve of ACDI. would be heaVlly 1Il

volved m the negol1atlOns. structunng and arrangmg traming for the people who 

would make this transformatIOn from state owned to private. 

2 Dr. Nlkollnka Duneva would be heavlly 1Ovolved to see that all the technical re

qUirements for success were met. These would mclude: 

a. quality chick production 

b. quality feeds 

c. quality finished products 

3. ACDI would assume the responsibility for making tralmng avallable to all the key 

managers that it takes for a successful integrated poultry complex. 

a. The first step is to train a Bulgarian who is already highly fluent m English 

about the Aves Poultry Complex. This person must understand the techmcal 
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tenns used m the Industry from the SeleclIon of breechng stock to the marketmg 

of the fmal product. 

b. The seconci step would be to bnng Me. Panaiotov and the [nLerpreter to the U.S. 

for a nllnm1unl of '3L"{ weeks. Dunng lhat lIme. he would be exposed Lo whaL a 

world C'lass poultry company looks lIke, step by step, from the selectlOn of 

breeders La the marketmg of the fmal product. 

c. Mr PanalOto\' would then select fIve additIOnal managers to mclude one from 

the breeder hatchery areas, one from the brOIler growout area, one from the feed 

area and one from the slaughter house area. The fIfth person should be se

lected by Mr. Panawtov, "at large," for whatever experllse he needs, to make the 

enterpnse successfuL 

d. The interpreter would stay in the U.S. and work with each of these indIVIduals 

m turn. The IndIviduals to be sent for traming must be the very best 'people m 

theIr fIelds m Bulgana and be prepared to work for the new pnvate enterpnse. 

e. ThIS IS the only way that I see to create a "CrItical mass" of trained, talented 

people who can insure the success of the private company and ItS independent 

producers (farmers). 

f. If my analysIs of Mr. Panawtov IS correct, he WIll InSISt that hIS people and hIS 

company share what they have already learned WIth the BulgarIan Poultry In· 

dustry, 

Recommendation #4 

The new enterprIse must adopt world class nutritional standards for feed and must msure 

thatmgredlent qualIty standards are bemg met at all times, 
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I have furnished Dr. Nikolinka Duneva all of the InfornlatlOn necessary to correctly 

program a computer for accurate lInear programming of feed ralIons at the lowest 

cost She has no computer and will need assistance from a skillful computer ex

pert In prop;ramming. Aves Company has the computer 

2. The feed mill at Slavlanlvo which we refer to as "PI even" IS not only the best In Bul

garia. but IS as good as any I have seen In the world operatIng on an around the 

clock baSIS. It could manufacture pellets for all the broilers grown In Bulgana! Itls 

located In a wonderful grain area. Under free market conditIOns. the grain In thiS 

area should be less expensive than at Burgas. I recommend that our new pnvate 

enterpnse rent or lease thiS feed mill. supply 100% pelle ted ratIOns of feed to the 

private poultry producers m Burgas as well as all those m the Pleven area. The 

trucks which delIver broiler feed to Burgas Will backhaul soybean meal. fish meal 

and other Imported ingredients to Slavlanovo (Pleven). 

3. The mIll has a "PremIX" operatIOn which can be utilIzed to manufacture "Super 

Concentrates" or vltamm premIXes for poultry. hog and dairy feed. Based on what 

we have been told. there IS a great need for a "Super Concentrate" by other feed 

mills m Bulgaria. 

4 ThiS feed mill has a bagging lIne which could be used to develop a whole. new bUSI

ness of supplymg pnvate farmers who have backyard flocks or two hogs and a drury 

cow. Bagged productIOn is very expensive. Care would have to be taken that costs 

did not get,out of line. 

5. I was truly very Impressed with the two young managers of thiS' feed mill. It was an 

exceptIOnally well run operation. They showed my land of courage by makmg the 

feed mill mdependent of the Pleven Poultry Company which IS bankrupt. The As

sistant Director. Mr. Tomov. spoke good English. was an electncal engmeer and 

would clearly be my chOice as the feed related person to receive trainmg in the U.S. 

The Director. Mr. Kostov. must be a good manager based on his operation. 
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Recommendation #5 

ACD!. ~upported by USAlD. should assiSt Mr. PanalOto\' m selectmg and employmg a compe

tent out~lde accounting flnm such as Price Waterhouse and ,1 law IInm expenenced 1[1 Buli(ar

Ian plwalizallOn and busmess law. This outside expertise w111 be necessary in order to assist 

m developm.g a busmess plan and appropriate budgets that would be accept<lble to both the 

Bull\anan-Amencan Enterprise Fund. the World Bank and any outside mvestors. See At

tachment ;-;umber 3. my letter to Donald Crane. dated July 9. 1992. 

Recommendation #6 

A sUitable name that IS descnptlve of the enterpnse and has positIVe connotatIOns to the pn

vate poultry producer. the employees. the management and the world at large. I suggest. 'The 

Bulganan Pnvate Poultry Company Limited." referred to hereafter as BPPC. 

Recommendation #7 

BPPC would be capitalized m the followmg manner. (Don. don't hoLd me to the exact numbers. 

they wouLd have to be deveLoped by the business pLan and the budget -- I am ULusLra!lng the 

pnncipLe rather chan the numbers): 

1. The busmess would be capltahzed with two million shares of one dollar par value 

stock. 

2. The management group of BPPC would receIve 20% of the shares. none of which 

could be sold for 10 years. Tills IS the mcentlve that WIll be the dnving force for 

success. [call it "Sweat Equity." 

a. The General DIrector. hopefully. Mr. Panaiotov. would receive 5% or 100.000 

shares. 

b. The AsSIstant General Director would receive 2.5% or 50.000 shares. 
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. . 
c. The Dlrector~ of the breeder. halchery. feed mill. broiler growoul. slaughter 

house and markellng would each receive 1%, or 20.000 shares. 

d. The remaining 6.5'V., would be appropriately divided among assislant and slaff 

persons who can contrlbule lo the success of the operallon 

3 The remaining 80% of the shares would be sold to [he Bulgarian-American Enter

pnse Fund and/or an outside Investor for cash. 

4. ~y rough estImate IS that BPPC will need $4 millIOn In operatmg capital m order to 

own the inventories and accounts receivable. 

a. $1.600.000 from the sale of stock shares. 

b. A $3 mJ..lhon operating Ime of credit fTom the World Bank secured by the mven

tones and accounts receIVable. 

c. If the feed mill has to purchase its grain needs at harvest rather than buymg 

them from the state monopoly as needed. major additional credit wlll be needed. 

4. All mventones. supplies and accounts receivable after verificatIOn would be pur

chased at the lime of cloSing. 

5. All fIXed assets that make up the Aves Poultry Firm. the feed mlll and gram pro

cessing at SlaVlanovo (Pleven) and the slaughter house operatIOn and freezer sto

rage at Altos. would be rented or leased from the government under a negotiated 

contract with an optIOn to purchase. at a fIXed pnce. m ten years. 
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Recommendation #8 

The contr,1Cl \\ Ilh the Independent Producers (Fanners) should be changed adeqUaLe!\'lo pm

leet ,lnd pmvlde HlcenLIve for thIs \ ery imponant segment of the enterpnse. The f,rsl poultry 

conlracllng occurred HI my home county of Rockmgham Hl the early 1930·s. I ha\'e watched It 

<HId helped Il evoh'e over a hfetHne. The Amencan PoultlY Induslry deserted the "90-10 

Contract" m the 1960's for the exaCl same rea'3ons that It IS not workmg In Bul.gana today. 

The fanner has no control over the quality of feed or Its pnce, The fanner has no conlrol over 

lhe quality of the baby chick or Its pnce. The farmer has no control over the hve broder pnce 

or the fmlshed pnce of one pound of meal. In fairness. the fanner can only be held 

responsIble for h,s own perfommnce from farm gate to fann gate. The farmer should be 

assured of a mmlmum payment. In addition. he should receive an incentive payment for 

supenor performance. It may even 'be deSirable to share a percentage of the enterpnse's 

profIts With the farmer at year end. Most of the brOIlers produced in the world today are grown 

by pnvate producers (farmers) on such a contract. 

Recommendation #9 

BPPC should plan to operate at the full one shIn capacity of ItS slaughter house. f,ve days per 

week. This IS absolutely necessary m order to achieve minimal operating cost and ma.xlmum 

profIt for the entire enterprise. For example. the slaughter house director at Mihallovgrad told 

me that when he was runmng 8.000 birds per hour. eIght hours per day. f,ve days per week. 

his operatmg cost from the live back dock to the front freezer dock was 3 leva per kilo. The 

sanle kind of economics apphes at the breeder. hatchery. broiler growout. feed mIl! and admin

IS trabve areas. 

In order to properly support our pnvate producers (fanners). our work force. return a profIt 

and accumulate the capItal necessary to honor our commitment to purchase the fixed assets 

in ten years. we must be the low cost producer and the best domestic and e;'Cport marketer 10 

Bulgaria. 
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Recommendation #10 

BPPC must become the hl.ghesL qualIty' producer and most elfeCllve domeSllC and export mar

keter In Bul.gana 

BPPC should estabhsh a store door dehvery system In B.urgas and surrounding 

metropohtan areas. The dIstance hmltalton would be a series of CIrcles In whIch 

the truck (lorry) dnver can reLurn Lo the slaughter house each mght. These dnvers 

are called "route salesmen" and should be carefully selected and should receIve In

centl\'e pay based on theIr sales. ThIS approach should dramatIcally increase local 

volume. It would by my hope thaL much of thIS local product could be dehvered 

fresh In a few years. 

2. We can antiCIpate that shortly there will be private dlstnbutors operating in CIties 

that are beyond our reach for store door deltvery. Our sales office should cultlvaLe 

(sell to) these dlstnbutors. 

3. Burgas is the center for export. We should search the City for the most compe.tent 

and knowledgeable salesperson ,and employ that indIvIdual to manage and develop 

our export busmess. Exportmg should become an everyday part of our bUSiness 

rather than a way to dIspose of our surplus. If we are profeSSIOnal m the quahty of 

our products, the service we offer our export customer and careful with our credIt. 

we should be able to build an export market not only for our own product, but 

serve as a broker and earn a substantial profit sellmg the products of other Bulgar

Ian poultry companies. 

Don, some of the poultry complexes are not going to survive, As you can see from the previ

ous pages In our report. I strongly beheve we should focus our tIme, talents, efforts and money 

on makIng the Burgas. & Pleven area a model operatIon which the surviving poultry compames 

can be patterned after. Lorralne has made It very clear that a monopoly would be very unac

ceptable to her. 
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I have spoken to all of the areas 10 my scope of work wIth 'lhe excepllon of pnctng Li1e vanous. 

f,xed assets Lhat would go tnto BPPC. The :VhOlStry of Agnculture was to have appraised all 

the poultry compaOles' assets by .June 30. 1992, ThIS was not accomplished by the tIme we 

left Bui!!.ana. We were given a WIde vanety of questionable evaluatIOns. I had asked Dr. 

Nlkolinka Duneva LO furOlsh me the report before I lell Bulgana along WIth the debt structure 

at each 10cal1on. You WIll recall that the MtnlSler of Agnculture termtnated the entire staff on 

.June 26. 1992 Perhaps Dr. Duneva will be able to geL us thiS information in the near future. 

In conclUSIOn. we have recelved excellent support from Mr. Chnsto Petkov and Dr. Nlkohnka 

Duneva and Chnsto's competent secretary, Nelly Cherneva. The Poultry Industry people we 

viSIted were cordial. helpful, kmd and tned hard to help us with our rrussion. Lorraine and I 

reLurned to the U.S. late on .July 25, 1992. We WIll be happy to come to Washmgton and meet 

With you, the USAID people, the Bulgarlan-Arnencan Enterpnse Fund and the World Bank, if 

you thtnk thIS IS the next step. 

I would also suggest that Phihppe Le Roux and/or Peter D. Raymond attend the debneftng 

meellng per my letter of .July 9, 1992 (Attachment Number 3). 

Stncerely. 

~ I ~ • - ... ~ ...... \. 

R. H. Slnckler 

RHS/dbk 
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REPORT 
POULTRY SITUATION IN BULGARIA 

by G.Tanev, V,ce MInIster 

Construct,on of IndustrIal poultry enterprIses ,n our 
countrY,began .n the perIod 1962 - 1964 on State, 
cooperatIve and State-cooperatIve prIncIple. UntIl 1988 
14 enterprIses were functIonIng for thr productIon of 
about 9 thousand tones meat, net weight and 12 poultry 
plants for production of eggs wIth average capacIty 335 
thousand 1 ayers. 10 poul try 51 aughterhouses we,-e bClll t up 
wIth modern equipment -a-nd'-w:ith"capacity for an'nual 
m'anu-Fafiir-i'ng of '13 - th-ousand 'tones poul try meat. ne't 
weight. 7 of them have der~rtments for productIon of 
ready made ~nd ~eml-ready m~n2 f~Dd f~Gm chlc~En. 

The Cre.;:1.tlor: (Jf mode(n pDultv-:1 r-eal"-lr:;: :-Ielped Ce.lelDpirlent:. 
of thls sub branch of prIvate economy_ 
The establIshed fr-olTl the IndustrIa] cumple.:es favoLt~"'able 

conditIons for re~rlllg brollers end layers, s~ch as 
chic~en\ f-orage. eqL\lpment and technologIcal help~ gavE 
the opportunIty to the prIvate poultry fatms to produce 
In most modern cond,t,ons. 

As a result of general stabili=atlon of poultry durIng 
1988 the production of eggs reaches up to ~873 mIllIon 
compared to 1480 millIon durIng 1965. ProductIon of 
chic~ en r-eached up to 183 trl':-,usand tones "..,jElght:.. E:::port 
of ChlC~ en e~:ceeded 40 thousa:-Jd ·t:c.nes at certE.'!.r: per-loci=; 
and the e~:port of breeding eggs fOr- the countrIes frDm 
the MIddlE ~ast 9~~panded. F'r-ivate pr-oducer s pr-Oductlon of 
chIc~En reached up to 10~ thowsand tones whIch was 56.~% 
of the total quantIty and 141~ millIon eggs wh,ch was 
49. I/.. 
Our countri IS one of the first 10 - 15 countrIES In the 
world in productIon of chicken and eggs per cap.ta of the 
population and WIth hIgher than the average Inde>:es for 
the countrIes from the EEC. 
However, after 1989, as a result of the aggravatIng 
economic condItIons of productIon. poultry farming In 
Industrial enterprises got into slump whIch went deeper 
during 1991. ThIS slump aff.cted prIvate producers to a 
greater e>:ten'd. The SItuatIon of pOL'lt'~y bUSIness In the 
country by 1.01.1992 IS as follows: 
- Total number of poultry IS 21707.2 thousand whIch IS 
19716.6 thousand less than the number by 1.01.1991. 
- The number of layers is 11109.5 thousand whIch IS 
respectively 560~.1 and 2934.2 thousand less. 
- The production of chIcken, net weight durIng 1991 is 
105 thousand tones which is 78 thousand tones less than 
1988 and 77 thousand tones less than 1990. and of eggs: 
1873.0 mIllion which IS respectIvely 1001 and 587 
thousand less. 
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Private producers gradually ceased thelr activlty and the 
lndustrlal enterprlses got lnto hard fInancial sltuatlon. 
Followlng poultry plants data,net profIt for 1990 IS over 
75 mIllion leva. The e><pected loss account for 1991 1S 
over =10 ~ililon leva. Bank obllgatlons are about 750 
mlillon leva, 690 mililon of that sum means of 
clrculatlon.State flrm Pleven wlil strike ballance wlth 
87 mlilion leva loss account and its bany obllgatlons 
eMtend to over 280 mlillon leva. Enterprlses for egg 
production are in a bit better situatlon malnly because 
of hlgher prlce of the eggs. 
We conslder that e><cept fOI" the tolerated technologIcal 
fAIJlts In feedlng an~ rearing of pOLl try a~d InErtnes~ of 
some firm managers. the maIn reason fo~ thiS sltuatlon lS 
the arbltrarlly prIcing. 
The pr-OdL\ctlon e~~pence analysIs srlo~oJs that dur] ng 1991 
the prIce of combIned forage for poultry lS 10 tlmes 
hlgher and reached up to ==00 leva/tone and lt males over 
70% of the total expenses. Prices of electrl.clty. fuel 
and othsrs also lncreased. At the same tlme the average 
purchase prl.ce of chlc~en Increased only ~.5 - 3 tImes 
Determinant factor for the hard financlal sltuatlon of 
the poultrr plants and the private producers IS the high 
rate of lnterest of the credlt. 
Poultry plants are modern. up-to-date lndustrlal 
enterprlses, equlpped with hlghly productive equlpment. 
ThiS 's acl"nowledged by all forelgn experts" too. In thelr 
oplnion It WIll be a fault lf our country denIes ltself 
the posslbliltles of poultry plants for productlon of 
chlclen and eggs for consumation and breeding. 
In our opInIon general decision WIll be achiEved aft~r 
the necessary condItIons are created for prlvati=ation 
and forelgn investment. In this connectIon, the Council 
of ministers should be lnformed about the Sltuatlon of 
poultry rearlng in Bulgaria. It is necessary that help is 
rendered in the following: 
1. Establishment of preferentIal mlnimal prices for 
chIcken 14 leva per yg net welght for 1992 
2. To transform the debt of the poultry industry lnto 
government debt. 
3. Commerclal ban~s should credit producers wIth 50% 
lower preferentlal interest rate percentage 
4. A SIngle tIme credIt for prIvate producers wlth grace 
period of" 2 years for starting buslness. 
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Dllrlflg the 6(lies and the :Jeginnlng of the 701E5 staady buyel ..... s of 
pu:~arlan fro~en I:hir!en were th~ USSR.CIJba4qust~1~. SWlt~Erland~ 

!la.:.,. Trle e,q,JOrt am~Llnt was ,-lot bIg but ?lul~2.!'·la ,...,as popl)la~

=;upr;l tt';t- for' 4. lc.r:<j ;-.;:~-1 (j,-J (sEe table t). 
nllr .:.fly t.lle -;'('!e~\ DE-C.=tLv32 of tht:- pelf'ol C:' 151:; . .:;.r.d ~!-,= :::-EC 
I:vlgar-LM'. t:.. POy-t /'J<":I~ "l~-~cted to thr".:l Mi.-jdle ~-,d t,Ir-'1/ t:.::'3t 'I'It·~r-2 

!1.Y;le~· pr iCE!- 1'1<'\:;' ,-~:<.,:,.l!;:p.rj .. Du' "-:J Uiat ~.~--~I.J 1(1 t-o 1:' r-n)c' tones 
,Jt.;':'e ~old c:..lli·:...·dl~.., t·, :-;;_Il:!Y Hy-,;.bld 1 ,)'c,rdal"t. ~Llwait. 31(""1-3, Iraq, 
L;'2b2-nCJ.-!, cl:,Ll T"ol- mai;,ly. I:-, particular- ),'ears up to 1q75 :-h~ 

I-?,:por:: of t r· CJ..! En c..hl cken (-E?ach~d the amount: of 20 (-'Oe) toqes. 
J.:i.f,Jan ",j~= anoth2(" bU'ye!'"" of 5 ;:100 tones of r:hlc~en~ 

A+tat- 1981 the 8}~port of chic~'en meal ... ,as distributed as fol!ov-Js: 
- for Llle USSR - ~O.81% 

f O~- CL\ba 
- f Gr' Saudy AI'"' ab i C\ 

for Ir-an 
- for- Lebanon 

30~641. 

21.0:"% 
11.49'1. 

4.2::1. 
II, :985 cr,icken meat was basically e><por-ted for- the USSR and 
Cuba; r-espectlvely 1 800 tones for- 14 700 000 leva for- thR USSR, 
and for Cuba 1~ ~OO tones For 15 ~50 leva. That was 80% :If the 
e,~~c...rt. The other- '20i~ ~·'!er-e dlstt-i.but.::rJ In th~ "1i.ddle ';':-,,:"! 1\18~r 

East. Mar~et 1r1 this regi~n, ~~e t~ its potentlal posslbl!:~l~~ 

;lila.;. .:s'n tr G:' of SuI 920(-1 ~:-I p',:p~rt. Th'? hi. g'Jest cust "]:'i'le'-s Hpr~ ~.::l J!:I, 
A,' gW::,.:::I., r:u!rJa.1"t.,· 11·0.;-;. Jordan. tht2 :::::mirates~ :·he e,:jJe-wt lrl 

;Jc.;\,-tlcul£,:- ;2ars (·e~,-:hEd ~ (:~o tCJr=?~_ Th£ Sa-Lid." P!r-~bi.,3.t"'"1 !"".=or·~8t 

~~s p~of~tablE for ~~ becd~~e 4t preferr-ed ~~:lC~EI~ c,r 800 tel '700 
~_ slrol"jt-l!--ere\J according lslM.mic r-eqllrefTlp.~t=s. tmpc-rt W<?S 
':_~ .. ' r iet..: ,.Jut by 5 local fi(:TIS WhlCh corlt!-act_erJ the lmpOI'-t. 
fOr- per-lode:; of one year or si~: months. The e~!p(jrt For 
Saudy Arabia was stopped after' 1981 by the lssued r-oyal decree 
Forblddi,-,g the impnr-t, of chicken meat. 
Bulgctl .... larl e:'!polt'"t of chicken meat and eggs 15 car-riec out 
by for-eign tr-ade enterprise "Rodopaimpe>:" mainly, and small 
amol.lnts by "Agrocommer-ce II Forei gn trade ~entre "Pr-i me~: II 
or-ganized by Research Pr-oduction Poultry Ent2rpr-ise (RPPE) after-
1986 carr-led out chichen meat and eggs ~><port. During the last ~ 
years after the liquidation of Poultry Enterpr-ise, "Pr-lmex" 
separ-ated as independent foreign trade enter-prise. Now the e"por-t 
of chicken meat is basically realized by "Pr-ime><" and par-tially 
by State Flr-m "Poultr-y", 
~ur-iD.Y.. 1990 "Prime,," e><ported ::5 000 tone~ cJ,~cLen meat for- th~_ 
USSR and Cuba, and 45 000 tones for Iran, r-eece~~-'WFiTle 
StateTlriil"ii'POUltr-y" e" r ed 4 500 tones for the USSR. rhL,s 
about 28 (100 tones chicken meat was e><ported for- the USSR and 
Cuba, and about 4 500 tones for- Gr-eece, Ir-an and Italy. 
During 1992 Ol\r main cllstomer, Russia, lost its purchasing 
capaclty after- some politlcal changes and big amount of chlclen 
meat lept in stock was r-etained.At the same time pr-oducers paid 
bacl, with high interest for the forage, This fact and the 
decr-easing of buying power of the population lead to 
economic crisls which was the reason for the decrease of chiclen i,,, 
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____________________________ 1965------------1975-----------1981 
_. _.-_._-- - ---_. __ ." --- ---_." --_.-- -- - -------------------------------- ------

I I ,.... " 1 • b7 1 _ 4·. 5~ 47 
.-' _ ~ _ H 

r;H: N?'1 0.6"" t .27 

r,F':H3l L 
~n.,B~ 

;:-RA~ICE 4.26 !0.::C6 =h.88 

,JAPAN 0. 4 4 0 .. ~(:) 

1TALY O,.~9 0.10 0 .. 5:' 

SPAIN 0 .. 05 C' .. 60 0.3i 

'JREAT BRITAIN 0.09 0.31 ::c. 68 

CANADA O .. ~l 0.48 0.98 

POLAND '21.57 9.87 3.3'2 

ROMANIA 1.~~ 4.67 

WEST GEF:MANY 0.09 3.71 12.57 

HUNGARY ::~.99 36.98 41 .53 

NEDHERLANDS 69.87 68.98 67.94 

YUGOSLAVIA ~.37 '2 .. 1"3 2.""36 

ISRAEL 0.01 "'.98 4.44 

PHILIF'INES 1. 11 ~ == ..: ... J....J 

CHECHOSLO'JAf: 1 A ::: .. 02 6.02 9.06 

TliAILAND 0.01 15.0:-

BU! GARIA '2~.O4 17.88 ::ct.l! 
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SUMMARY OF RECOl\.1MENDATIONS 

After reviewing the • Analysis of the Bulgarian Poultry Industry" by U.S. Poultry 
Industry Expert R. H. Strickler, conferring with Bulgarian poultry expert Dr. N. Duneva; 
conferring with the Director and Deputy Director of the VITAPROT feed mill at Slavianovo 
(Pleven), the Director of poultry company AVES at Burgas, the Director of the" AKVILA" 
slaughtering plant at Aitos; meeting various municipal and state officials directly involved In the 
privatization process for each of the three plants; and discussing legal technical matters with 
attorneys directly involved in the existing companies about privatization process rules and or 
laws of business organization as now in place in Bulgaria, I make the following 
recommendations: 

1. A single, integrated poUltry company should be created to include breeding; chick 
production and placement; feed production and distribution; grower coordination 
and support; grower ownership in the company; slaughtering poultry operation; 
and product marketing. 

2. The form of the organization should be a single Bulgarian shareholding company 
issuing two classes of stock and designed so ownership is shared by management, 
the workers, private farmers with growing contracts with the company, and 
outside investors. 

3. The company should be created by privatization of three enterprises now owned 
either by the state or a municipality. These three organizations have been 
identified. Terms of the privatization arrangements should assure that the 
transition from state or municipally owned enterprises be made to private 
ownership in as smooth a manner as possible. 

4. Financial needs should be determined and possible sources identified. Necessary 
economic and financial feasibility studies should be commenced in preparation for 
the process. 
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I. INTRODUCTION 

The purposes of this report are to: 

1. Summarize .the current status of relevant parts of the Bulgarian poultry industry; 

2. Note the absolutely critical relationship between the privatization process and the emergence 
of a viable and potentially highly successful poultry industry in Eastern and Central Bulgaria; 

3. Identify and describe those existing operations that show excellent performance, supenor 
to nearly all other operations in the Bulgarian poUltry industry. 

4. Describe a privatization scheme leading to a combination of interests and operations for one 
integrated poultry company centered in Burgas, and 

5. Describe the new organization, outlining its form, ownership, operations, financing, and 
advantages 

II. THE CURRENT STATE OF PRIVATIZATION 

Recent changes in the Bulgarian economic and business system have been dramatic. From a 
centrally planned economy with heavy state ownership patterned after and closely coordinated 
at many levels with the Soviet system, Bulgaria has moved rapidly toward a market system based 
on private, individual ownership. The process is now that of transferring state owned enterprise 
into private hands. Part of the process is "restitution" by which property confiscated by the state 
during transformation to a communist system in past years is returned to previous owners. 
Many private, relatively small stores have been created by the restitution process. 

"Privatization" is the term generally used to describe the system by which state or 
municipal enterprises are converted to private property. The procedure may but does not 
necessarily take place in two stages. The first step, if it occurs at all, changes the ownership 
form of the state-owned enterprise but transfers no ownership. The state-owned enterprise is 
converted to a sole proprietor company with sole ownership in the state. 

For "converted" state enterprises and "unconverted" state enterprises, the second step is 
to transfer ownership from state to private hands. Generally, enterprises singled out for 
privatization are bid upon by prospective purchasers. The state may then accept or reject a bid 
and, if a bid is accepted, transfer ownership by one of several optional procedures. Payment 
for the enterprise is received by the state and funds are handled according to legal guidelines. 

Enterprises may be owned by municipalities instead of the state, the case for one of three 
enterprises of interest in this project. While current privatization laws are the same for the state -
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owned and the municipality - owned enterprises, each situation must be considered separately. 

A. Current Laws and Regulations 

Laws and some supporting regulations have been enacted relating to the two steps above 
mentioned. New laws describe conversion of state and municipal enterprises to state property 
sole proprietor companies. Laws also describe the process of privatization to its completion as 
a privately owned enterprise. Some regulations have been devised but none have been 
implemented. Consequently, considerable uncertainty exists with respect to what will actually 
transpire as the privatization integral to this project proceeds. At the same time, innovation may 
be possible during this experimental stage of the national privatization effort. 

B. Current Progress 

Privatization has proceeded in the case of small enterprises, especially restaurants and retail 
shops. Many of these are associated with the restitution process. 

However, privatization of production enterprises has not proceeded as rapidly as many 
desire for a number of reasons, two of which are lack of legal guidance and lack of money in 
the Bulgarian economy to purchases productive enterprises of any significant size. As a 
consequence, privatization of the national productive resources simply has not taken place. 

C. This Project 

The successful completion of this project will be the vanguard of true privatization. As 
such, it will create a privately owned, market oriented business with excellent success potential 
to serve as a pattern and leader for other industries to follow. At the same time, it will test the 
.ability and willingness of those committed to assist the fundamental transformation of the 
country's economy. 

ill. THE BULGARIAN POULTRY INDUSTRY 

The current structure of the poultry industry is a combination of the old centrally planned 
system, an emerging private production system, and economic and price conditions placing 
pressures on those parts of the industry operating at less than peak performance. This current 
project recognizes the current structure and its problem and will change parts of it. Only those 
items of most direct interest are discussed. 
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A. Overall IndustrY Structure 

Four types of operations comprise the Bulgarian poultry industry, although vanations 
exist. The following description applies to the industry in regions relevant to the project. 

1. Poultry companies The central coordinating function in the growing process IS 

performed by "poultry companies." In a typical operation, the poultry company produces day
old chicks that are placed with private farmer growers. The poultry company supplies medicme, 
feed, and some other services in the growing period. Feed mayor may not be "supplies" by the 
poultry company. In either situation, the private farmers purchase all feed used under 
arrangements that vary as described- later. The poultry company retains ownership of the birds 
at all times. When birds reach maturity, the poUltry company arranges for their pickup by the 
slaughtering plant. The poUltry company sells the bird to the slaughtering plant and, by 
arrangements that differ among regions and poultry companies, pays the grower. Poultry 
companies are currently state-owned enterprises. 

2. Growers Growers have facilities for raising the daY-Qld chicks to maturity. They 
supply the labor and the . care required in that process. . Some growers are full-time pOUltry 
growers producing chickens at four cycles per year. Many, however, only grow poultry for 
supplemental cash. Many growers also only take chickens for growout in Spring and Fall, 
declining to produce during Winter and Summer. These disparate groups pose different 
opportunities and, more importantly, problems for an effective poultry production system. 

Growers are typically responsible for costs of day-old chicks, feed, medication, 
electricity, labor, and construction of their broiler houses. As noted later, a successful growout 
system has been introduced by the poultry company of interest to this project in which feed and 
chicks are' supplied on credit, with their costs subtracted from total payment at grower 
settleml'!nt. 

It should be noted that production has also taken place on state farms. However, because 
of their design and production expenses, private farmers can produce at substantially less cost. 

3. Feed mills The most critical factor in efficient and profitable production is the feed. 
Chicken feed is a mixture of ingredients and the mix determines growth rate and feed-to-meat 
conversion ratio. Feed mills are currently state-owned enterprises that operate independently 
of poultry companies. 

4. Slaughter houses These currently state-owned enterprises perform the physical 
conversion from live chickens to final product and, in addition, they purchase the live chickens 
from the poultry company and sell the product domestically and, if appropriate, into international 
markets. Thus, the slaughter houses are now the final marketers of poultry products to 
wholesale and retail outlets and to exporters or foreign purchasers. 
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B. Economic Status of the Industry 

Although the components of a successful poultry production industry exist in Bulgana. 
the industry is presently depressed. Many, if not most, private growers are not now producmg 
poultry because prices received do not cover their costs of production given current production 
practices, feed composition, hybrids used for broilers, and market conditions. Poultry 
companies, with exceptions, and slaughter houses, with exceptions, are generally heaVIly in debt 
and are operating at less than full capacity, many at less than 50 percent of capacity. Many 
companies and slaughter houses are expected to go bankrupt. One of the largest poultry plants. 
originally designed to include hatchery, slaughter houses and feed mill, has ceased to functLon 
primarily because of indebtedness from Iraq whose assets became unavailable for payment dunng 
the Gulf conflict. This plant near Pleven was designed to be the largest poultry operatIOn In the 
Balkans. 

In general, about 40 percent of the industry capacity is idle. 

Domestic consumption of chicken is down dramatically from "normal" times in which 
chicken is the preferred meat. Domestic consumption has been at 24 kilograms per person during 
"normal" conditions about 5 years ago. Currently it is at 12 kilograms per person and experts 
suggest it could drop to 8 kilograms per person unless prices, particularly relative to pork, are 
not improved. 

The international markets have likewise suffered in recent years. Of major Importance 
has been serious decline in Russian markets because of Russia's cash shortage and inability to 
make purchases even though their need for poultry products from Bulgaria is great. 

The result of these conditions has been loss of income producing opportunities by 
thousands of private poultry growers, 
many of whom, certainly the better ones, have invested in poultry houses and associated 
facilities and, importantly, have made commitments to engage in private entrepreneurship with 
its demands and risks. 

IV. PROBLEMS IN TIlE POULTRY INDUSTRY 

Current problems in the poultry industry are not insurmountable nor are they permanent. 
Specifically, they are such that specific, planned actions can build at least one successful, 
profitable enterprise that will support a considerable number, if not a high proportion, of poUltry 
growers in Bulgaria. To identify these actions, some specifics of industry problems should be 
identified. 

Problems to which specific actions can be directed are two - fold. First, market and 
entrepreneurship knowledge, philosophy, and motivation have not developed to a point where 
the integrated steps necessary for poultry production function adequately. They are, however, 
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wlthin immediate reach. Second, and closely related to the coordination problems, qualtty feed 
production and hybrid development needed for cost effective poultry production are not 
adequate. 

Two examples of the market and entrepreneurial problems demonstrate the situation. As 
noted following, production of good chicken feed is the single most important key to successful 
poultry production' in Bulgaria (as it is everywhere in the world), With few exceptions, one of 
which is described later as part of the proposed poultry production unit, feed mills have 
insufficient incentive to produce quality feed. They are not economically tied to their product's 
performance. As a consequence, their ingredient mix decisions are based heavily on total 
ingredient cost reduction rather than on what is required for quality feed production. Feeds are 
mixed with what ingredients are available and those that can be prodUCed with least cost because 
feed mills will (1) sell feed under any circumstance and (2) sell at a given price without regard 
to feed quality. Little or no effort is made in quality control or feed improvement research. 

No current market or legal mechanisms exist to correct this situation and it is a major 
hindrance to efficient poultry production. This situation can be solved immediately by creation 
of an integrated poultry unit. 

A somewhat similar situation exists in the processing plant industry level. In this case the 
problem is one of inadequate marketing incentives because little true marketing activity was 
previously required. A related problem is that the system does not operate so as to make the 
processing business one that passes price and demand signals back down the production chain. 

The second set of soluble problems at the industry level relates to production, particularly 
poultry feed. 

In summary, two feed-related facts indicate the role good feed plays in poultry 
production. At the outset it should be noted that approximately 70 percent of the total cost of 
growing a broiler to slaughter size is cost of feed. Thus, every gram of feed not absolutely 
necessary for final production is a costly burden of the private grower and the industry as a 
whole. 

The feed conversion ratio relates the total weight of feed required to produce a given 
final weight of poultry meat. The industry in Bulgaria now requires about 3 kilograms of feed 
to produce one kilogram of meat. This is higher than it should be. A ratio of 2 kilograms or 
less of feed for one kilogram of meat is possible with proper feed and the correct hybrids. 
Given the feed cost's contribution to total production costs, the detrimental results of the lower 
ratio are clear. 

A second measure of poultry production is the time required to achieve a certain live bird 
weight. Currently, in the Bulgarian industry, producers require about 60 days to achieve a 
weight of 3.3 pounds. In the U.S., producers achieve 4 pounds in 44 days. A shorter growing 
time leads to more production cycles per year and higher total bird production and profits for 
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producers. 

V. POTENTIALS IN THE POULTRY INDUSTRY 

The problems at the industry level related to low domestic consumption and dimiOlshlOg 
foreign markets, particularly with Russia, are viewed as temporary and correctable by poultry 
industry and marketing experts consulted. Domestic consumption is expect,ed to increase (I) with 
increased economic stability as the monumental and rapid change from centrally planned and 
state controlled economy progresses and (2) with greatly improved consumer pOUltry prices 
brought about by planning, production, and marketing efficiencies. 

Export is expected to revive as international economic conditions stabilize, as new barter 
arrangements are made with cash-poor importers, and active marketing efforts are instituted. 

Elements of the existing poultry industry show great promise. However, they will be 
realized only if rapid and well-designed actions are taken. Such action will depend on the 
initiative and performance of individual participants. When a poultry production unit is created 
and operated to overcome industry coordination problems and poultry production defiCiencies, 
the unit will realize considerable success in Bulgaria relative to other poultry production systems 
and will begin revitalizing processes within the industry. With such an industry leader, a 
substantial number of farmers will grow poultry profitably and consumers will enjoy quality 
poultry at a better price. Exports will increase, probably dramatically, along with the associated 
benefits to Bulgaria's balance of payments. 

VI. CREATING A SUCCESSFUL POULTRY PRODUCTION UNIT 

A. General Requirements 

A successful poultry production system must recognize requirements suggested above and 
must be of a business form such that: 

1. The requirements are implemented automatically as a part of the enterprise 
without resort to complicated or uncontrollable outside business arrangements. 

2. The business form itself contributes to efficient operations. 

3. The business form assigns economic incentives effectively and correctly to all 
subunits and participants within the system. 

4. Capital and financing requirements are defined and flexible, . yielding current 
capacity needed and establishing a structure that will allow for future changes, 
special arrangements such as joint ventures with other domestic or foreign tirms, 
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and growth in business and the industry as a whole. 

5. The structure must fit within the fundamental changes to a market-based economy 
now occurring in Bulgaria, with immediate response to the privatization process. 

B. An Integrated Poultry Production Unit 

The desired poUltry production unit can best be achieved with a single corporate business 
that integrates the essential stages of poultry production from hatchery to sale of processed 
poultry products, including growout arrangements with private farmers who have a direct 
ownership stake in the poultry unit's performance. Such an integrated system has been used 
successfully in other poultry producing sectors and, in fact, all poultry in the United States is 
produced with such an integrated system. The resulting effiCiency has transformed the industry 
into such an efficient one that poultry price decreases made possible by cost reduction have 
brought about major changes in domestic consumption relative to beef and pork. It should be 
specifically noted, however, that this recommendation is not made simply to copy the U.S. 
system. Conditions in Bulgaria strongly suggest such integration irrespective of its success 
elsewhere under greatly different circumstances. 

VII. NEED FOR AN INTEGRATED SYSTEM 

Why should a poultry unit in Bulgaria be an integrated system at the present stage of the 
industry, economy, and financial system? Following are reasons such a system is suggested. 
More specific examples are given later in the description of the recommended unit. Reasons 
include: 

1. The need for close technical coordination of production stages that affect all other 
stages in the production process. 

2. The requirement for control over technical and operational aspects of all stages 
of the production to assure efficiency and qUality. 

3. The requirement that incentives to engage in desirable practices and utilize the 
best practices are assigned proper! y. 

4. The desirability of distributing benefits of a successful production process at all 
stages to those who have contributed to the production process. 

vm. FOUR ENTERPRISES IDENTIFIED 

As noted in the review of the Bulgarian poultry industry, the stages of poultry production 
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are now located in separate enterprises. They are largely unintegrated except for the contractual 
relationship that may exist between the poultry company and private farmers. (Private farmers 
as a group are the "forth enterprise" although they are not a single entity and are not presently 
organized in any formal business.) 

Extensive research in Bulgaria by Mr. R.H. Strickler, a poultry industry expert with 
lifelong involvement in the U.S. poultry industry, identified three outstanding enterprises now 
in operation, each associated with one of the essential stages of poultry production. His 
recommendation is that a single mtegrated poUltry production unit should include these three 
enterprises. This is also the recommendation of Dr. N. Duneva, a Bulgarian poultry expert. 

The three enterprises, described below, have several important characteristics in com mon. 

First, all are currently successful and are not in financial trouble as are most other similar 
enterprises throughout Bulgaria. Thus, their combination in whatever form does not begm With 
the burdens facing other possible participants in the industry. 

Second, all are characterized by dynamic, excellent management (the major contribution 
to their success in the face of general industry downturn). Mr. Strickler placed this characteristic 
highest on a list of desirable attributes. 

Third, all have good to excellent facilities and full production potential with little or no 
capital requirements. 

Fourth, the present work force in each is of high quality and generally balanced In 

number with efficient production practices. 

. Fifth, all three enterprises, now state or municipally owned, are amenable to, and in fact 
eager f~r, privatization. Relevant state and municipal units have been receptive. 

Finally, management of all three facilities recognize the potentials of privatization and 
formation of a more integrated poUltry production unit. All are capable of making the business 
a successful transition to market-oriented, privately owned entrepreneurship. 

A. The Poultry Company 

As the relevant part of the industry is now organized, the central coordinating enterprise 
in poultry production from hatchery to live birds ready for slaughter is the poultry company. 
The poultry company identified as the lead enterprise for the creation of an integrated pOUltry 
production company is AVES, located near Burgas. AVES's General Manager is Mr. P. 
Panayotov. 

1. Method of Operation AVES engages in two separate activities. It conducts the usual 
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functions of a poultry company and, in addition, owns layers and egg production facilItIes 
capable of producing about 30 million eggs per year for final consumption market. The phYSical 
facilities are separate. 

Broiler production begins with a breeder flock which produces eggs for hatching Into day
old chicks for growout. Present facilities and breeder flocks produce 20 million eggs per year. 

A YES has technologically advanced hatchery facilities capable of producing 10 million 
chicks per year. Day-old chicks are placed by A YES with private farmers (growers) in the 
Burgas region. Hatching eggs produced but not hatched are marketed to Middle Eastern 
countries. A YES actively seeks to sell or hatch all hatching eggs produced, with sales of 
hatching eggs is not usually desirable as a market. 

Chicks are grown to maturity by private farmers. A YES retains title to the birds at all 
stages of the growout process. The growing arrangement terms are in the form of a contract 
between AYES and each individual private farmer. 

AYES supplies day-old chicks to the private farmer. One of the most significant of the 
AYES-grower arrangement is how feed is supplied. AYES purchases farmers' entire supply of 
feed and delivers it to the farmer with no initial advance from the farmer to A YES. The effect 
is that AYES extends credit to the farmer, thus reducing the farmer outlay substantially during 
the growout cycle. 

Private farmers supply the broiler houses, labor, electricity, and medication. AYES 
supplies day-old chicks and feed, although the ultimate cost of chicks and feed rests on the 
grower. 

At maturity, A YES arranges live bird pickup and transportation to a slaughter house. 
A YES sells live birds to the slaughter house at a negotiated price. Ninety percent of A YES's 
sales are made to AKVILA, a well-located slaughter house in Aitos, near Burgas and AYES. 
The usual circumstance is that AYES sells all its birds to AKYILA, but during the past year a 
temporary price advantage was gained by sale of several days' production to another slaughter 
house. 

Sixty days following live bird sale to the slaughter house, A YES settles with its growers. 
It reduces the final payment by charges for chicks and feed supplied. A small "commission" 
(4 - 6 percent) is charged in addition to chick and feed costs to reflect services performed by 
AYES. This is justified because AYES supplies the feed at cost and wishes to recover costs of 
arrangements, storage, delivery, etc. The 6O-day delay in payment, first instituted by A YES 
to preserve production by private farmers in the Burgas region, gives A YES short-term financing 
for providing feed o~ credit for the subsequent production cycle. 

2. Facilities and Capacity A YES is currently operating at less than capacity in its 
hatching egg, stock egg, and hatching activities. It currently has about 300 private farmers 
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under contract, with a maximum of 650 in the region. 

A YES employs 310-320 workers in all its facilities. 

AVES requires no immediate capital improvements to continue its present operation. 
However, facilities now under construction will increase its consumer -egg production to 40-45 
million eggs per year. In addition, conversion to new bird hybrids with the formation of an 
integrated poultry production unit will require expenditures for the breeder flock. 

B. The Slaughter House 

The slaughter house identified as the second desirable part of the new integrated system 
is AKVILA, located in Aitos near Burgas. Its General Manager is Mr. Minchev. 

1. Method of Operation AKVILA purchases live birds from poultry companies, 
absorbing the cost of live bird transportation from farm to plant. The plant slaughters the birds 
and produces several products. The principle product is whole, frozen chickens. The plant can 
also produce smoked chickens and chicken sausages. 

AKVILA markets its final product in domestic and export markets. It purchases live 
chickens at a price determined by negotiation. The price at which whole frozen chickens are 
sold domestically is regulated somewhat indirectly by a limit of eight percent profit by the 
slaughter house, although some creativity seems to be possible in calculation. A floor on 
international sales prices ($1,100 per ton) has been exceeded in recent sales to Russia and, in 
the opinion of those engaged directly in international marketing, seems to present no obstacles 
for international marketing. 

AKVILA purchases about 95 percent of its live bird requirements from two poultry 
companies, about half coming from AYES. 

2. Facilities and Capacity AKVILA facilities include a slaughter house operating on an 
assembly line basis, a freezing facility, and frozen bird storage, including significant new space 
now being added. 

AKVILA has a slaughter capacity of about 1,000 tons per month, 45-50,000 birds per 
day, or about 6,250,000 birds per year. This calculation is based on a single work shift. In the 
past, two shifts have been used, but never three. Thus, its total capacity at full operating speed 
is considerable. At present it is operating at about 50 percent capacity. . 

Equipment is about 12 years old. The main equipment was renovated in 1989 and needs 
little maintenance. It should operate for at least two more years at full capacity without 
replacement. No new equipment is required for increased production to full capacity, although 
frozen storage capacity may be reached because of market conditions. Such capacity is currently 
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being expanded. 

An assembly line for cuts, with a capacity of I 112 ton per hour, is not now operating 
because no market exists. Sausage processing capacity of 3 112 ton per day is not fully used for 
lack of market, and chicken smoking equipment is likewise not fully utilized. 

AKVILA employs 160-165 workers to run at the present 50-60 percent of capacity. Mr. 
Minchev estimates full production would require 200-215 workers. 

C. The Feed Mill 

VITAPROT, a feed mill near Pleven, combines new and excellent facilities, excellent 
management, .and a desire to produce good quality poultry feed. Its General Manager is Mr. 
Kostov. 

I. Method of Operation Ingredients for feed mill use are purchased from several sources 
at negotiated prices. The final feed mix is determined by reference to good industry practices 
and actual production experimentation. Selected private growers use feed mixes and report-on 
its performance. Feed mix responds to farmer demand and the automated equipment used at 
VIT APROT makes possible immediate customized mix upon demand. The plant can and does 
produce pelletized feed, the most desirable feed form. 

VIT APROT selis to private farmers on a cash basis. Price is determined generally by 
calculating expenditures for raw materials, other expenditures, and depreciation. About 15 
percent is then added for profit, although this may be reduced to 10 percent. 

2. Facilities and Capacity VITAPROT has a total capacity to supply about 1,300 private 
farmers with all their feed needs. It is currently operating at 30 to 50 percent capacity, 
primarily because of the financial failure of the extremely large nearby poultry plant which it 
was designed to serve. It would need little capital investment to increase its production to nearly 
full capacity. 

The feed mill was built in 1989 and incorporates excellent automation technology, 
including laboratory equipment to test ingredients purchased and feed mixes produced. No new 
equipment will be needed in the foreseeable future. 

VITAPROT employs 90 workers and estimates it would need only 10 more to produce 
at full capacity. Some employees are currently used to improve some storage facilities when not 
needed in the mill, given low production levels. 

14 



----~----~------------------------------------------------------------------------

D. Private Farmers 

Broiler growout in the Burgas region is done through contracts between private farmers 
and poultry companies. Those of immediate interest for this project are those growing for 
A YES, although new groups may become involved as a new pOUltry production umt makes the 
most efficient use' of its collection of resources and as it develops new domestic and foreign 
markets. 

1. Method of Operation The contract arrangement was noted in the description of A YES. 
Prior to signing an agreement, the farmer can calculate feed costs, other costs and price to be 
received. Costs include: day-old chicks, feed at cost from A YES, medication and veterinary 
services, labor electricity and the cost of the broiler house. The farmer calculates costs and the 
price to be received from A YES and makes a decision on whether to accept and grow a batch. 

2. Facilities and Capacity The average producer in the Burgas region grows about 7,000 
birds per cycle. Units of 15,000 eXIst but are rare. 

"Full time" producers grow four cycles per year, and are limited to that number by the 
length of growing time, now about 60 days from day-old chick to slaughter size. Average 
production is thus 28,000 per year. 

Without further capital investments, each producer can increase production by about 15 
percent. Production periods will be reduced upon creation of the new poultry unit and 
introduction of new hybrids. Growout period can be reduced from 60 to less than 50 days (44 
is possible), and the same facilities can be used to grow at least one more batch per year than 
is possible at present. 

Of course, total private farmer capacity can be increased by addition of private farmers 
to the industry. However, a large proportion of those currently prepared to grow are now not 
actively growing birds and can be reemployed as needed. 

IX. THE PROPOSED STRUCTURE 

The fully coordinated system as suggested above can be achieved by a single business 
enterprise integrating all parts of the production process except for actual growing which would 
be performed by independent private farmers whose relationship to the integrated company is 
defined by grower contracts and ownerShip interest in the integrated company. 

The proposed structure of the integrated poultry company is described. A description 
of the proposed structure is followed by a discussion of the privatization process required to 
achieve the structure. Finally, an overall description is given of its capacities and operation. A 
subsequent section addresses difficult and peculiar financing aspects of such a structure given 
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its genesis in the privatization process. 

The new poultry company (COMPANY) will be a combination of the three besr 
components as identified previously. 

1. COMPANY will include all assets, management, and employees of AVES, and 
wilf perform all functions currently carried out by AVES. 

2. COMPANY will include all assets, management, and employees of the slaughrer 
house AKVILA. 

3. COMPANY will include all assets, management, and employees of the feed mill 
VITAPROT at Pleven. 

A. Bulgarian Stock Company 

COMPANY will be organized under Bulgarian commercial law as a Bulgarian stock 
corporation. Under the appropriate Bulgarian commercial laws·, COMPANY can issue two 
classes of stock. 

1. "Titled" stock with identified ownership and carrying the right to vote. Voting 
is based on one vote per share of stock and more than one share can be owned 
by one legal person. This class of stock corresponds to common stock ln U. S. 
corporations. . 

2. "Privileged" shares signify investment in the company but carry no nght to vote. 
This class of stock corresponds to preferred stock in U.S. corporations although 
some significant uncertainties exist about certain shareholder rights. 

Shares of stock carry rights to participation in COMPANY's profit, although dividends 
need not be declared and may be paid in shares of stock. 

The following recommendations should be subjected to considerable review and 
discussion by at least three groups. Management of each organization should be given early 
opportunity to assess the impacts of the recommendations. Lawyers and others involved in the 
mechanical aspects of all processes from COMPANY formation through privatization to finance 
should give their opinion. Finally, those who may be asked to invest in COMPANY will have 
comments and concerns deserving careful consideration. 

B. Authorization and Distribution of Shares of Stock 

COMPANY will authorize both titled and privileged shares of stock. Three purposes are 
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served by stock issues: (1) Control 'of the COMPANY by voting rights dlstrlbutIon. (2) 

distribution of profits based on stock ownership, and (3) built-in flexibility and growth potentlal 
including mechanisms to engage in joint ventures of various kinds for the overall benefit of 
COMPANY and the industry. 

The practice in Bulgarian law is to place a considerably greater amount of detail in the 
articles of incorporation than is done in the U.S. As characteristics of COMPANY are 
diSCUSSed, it will be necessary to explore the way they should be implemented under commercial 
law relating to Bulgarian shareholding businesses. 

C. Titled Shares of Stock 

COMPANY should authorize 100,000 shares of titled stock representing control of 
COMPANY. The final distribution, once all titled shares are issued, is as follows: 

1. Management Twenty-five percent of titled shares are reserved for management. This 
substantial proportion is in recognition of the critical role senior management plays in the 
success of COMPANY. Current management of the three enterprises has demonstrated its 
abilities and must be preserved for COMPANY to realize its role in a privatized, market-
oriented poultry industry. . 

2. Employees Twenty percent of "titled" shares are reserved for employees. This 
recognizes the important role of motivated employees in COMPANY as well as the possible 
rights of employees established by the privatization process. 

3. Private Farmers Twenty-five percent of the titled shares are reserved for private 
farmers with growing contracts with COMPANY. This reservation recognizes the critical role 
private farmers play in the privatization process and interest they have in the successful operation 
of COMPANY. It also recognizes the fact that they are at present unorganized and need an 
effective voice in how COMPANY is run. 

4. Other Investors The remainder of the titled stock, 30 percent of COMPANY's total, 
will be available for purchase by other investors. To avoid disproportional control by one 
person, ownership will be limited to five percent of all titled shares by anyone individual. 

Concern has been expressed about the mix of persons entitled to participate in 
COMPANY's control under this arrangement. Business firms in a highly competitive and 
rapidly changing industry cannot function by committee decision. Some method must be devised 
to make COMPANY operate effectively given the diversity of ownership interests. Possibilities 
have not been explored but arrangements such as management contracts, legally binding 
assignments of roles played by parties, or other means for proper governance and management 
should be considered early in the privatization process. The balance of social and business 
considerations should be addressed carefully and sensitively given the economic and politIcal 
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realities under which this project evolves. 

D. Privileged Shares of Stock 

COMPANY should further authorize 900,000 shares of privileged stock. The primary 
role of this class of stock is (1) distribution of profits to those with an investment interest in 
COMPANY, (2) a mechanism to permit private farmers to share in COMPANY's profits, and 
(3) a way investors can recognize increases in COMPANY's value. 

Ownership of shares of privileged stock can be less restricted than titled stock. However, 
the role of participants in COMPANY should be reflected in a few rules. 

I. Private Farmers Twenty-five percent of the privileged shares should be reserved for 
private farmers having growing contracts with COMPANY. 

2. Management and Employees Ten percent of the privileged shares of stock should be 
reserved for management and employees. The purpose of this reservation is to give management 
and employees a share of COMPANY's'gains in a way that provides incentives for productivity. 

3. Otl;!er Investors The remainder of untitled shares can be purchased by investors or 
used by COMPANY as payment for additional assets, including capital contributions to joint 
ventures with other companies or individuals. 

E. Share Issue and Valuation 

The unique way in which COMPANY will come into existence will influence heavily the 
methods used to place shares of stock in the hands of COMPANY owners and wlll also influence 
the valuation of shares initially and subsequently. The following reflects a suggestion of how 
share distribution might be accomplished. 

1. Titled Shares Because titled shares represent both control and rights to profits, their 
valuation, initial distribution, and subsequent transfer may limited or regulated. 

Upon the completion of the privatization process, management and employees would be 
required to purchase their shares of titled stock. If possible in the privatization process, some 
should be given directly to management as "sweat equity." This provides some initial 
capitalization and, more importantly, guarantees a definite source of control for COMPANY 
prior to expansion of titled stock ownership. 

Valuation of titled shares would be fixed to reflect the proportion of initial assets received 
by COMPANY in the privatization process and the management and employee numbers 
associated with each of the three enterprises privatized into COMPANY. Proportions involved 
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and the ponion of total COMPANY shares represented by titled shares should result 10 a 
reasonable cost per share. 

Titled shares could not be transferred and could be repurchased by COMPANY only at 
original face value and upon termination of shareholder's qualified status except in the case of 
other investors. 

2. Privileged Shares Because privileged shares must reflect market value to recogmze 
increases in the value of COMPANY, they must carry the right to be sold at a market
determined price. 

Initial and subsequent issuance by COMPANY would be at a "market price." If no 
market price is established, the price could be established by COMPANY by reference to its 
total asset value adjusted for inflation and the expected income that could be received by stock 
ownership. 

Owners could sell their stock at any negotiated price. To facilitate markets in absence 
of a national stock exchange system, COMPANY may devise a system to record offers to buy 
and offers to sell with the sole purpose of putting potential buyers and sellers in contact with 
each other. 

Some concern has been expressed about the legal rights to transfer these shares freely. 
If necessary, extensive use of anicles of incorporation provisions should establish rights needed 
to implement transferability rights. 

F. Method of Operation 

COMPANY will perform all steps necessary to produce and market processed poultry 
activities include the following: ' 

1. Select hybrids suitable for peak poultry production. 

2. Purchase and care for parent breeders. 

3. Produce eggs and hatch them for growout. 

4. Contract with private farmers to grow chicks to maturity. 

5. Place day-old chicks with private growers. 

6. Produce chicken feed suited to peak production. 
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7. Purchase feed ingredients. 

8. Mix and deliver feed to private farmers. 

9. Collect mature birds and transport them to slaughter house. 

10. Slaughter, process and freeze chickens. 

11. Develop markets, marketing programs, and new products. 

12. Market final product. 

13. Conduct research necessary to identify birds and techniques best suited to peak 
performance. 

14. Finance private farmers through delayed cash receipts for chicks, feed, and other 
supplies. 

15. Coordinate product output with market demand and storage capacity. 

16. Coordinate live bird production with slaughter needs. 

17. Coordinate grower placement with live bird needs. 

18. Coordinate hatchery operations with chick placement needs. 

G. New Capacities 

Capacities of COMPANY after its organization and completion of privatization process 
reflect the cumulative added capacities of components. In addition, opportunities exist for 
expansion of some activities to make the most effective use of facilities, and other facilities may 
be utilized to round out needed resources and respond to new opportunities as they arise. 

1. Hatching egg production. Present facilities can produce 20 million hatching eggs 
per year. 

2. Hatching capabilities. Present facilities can hatch 10 million day-old chicks per 
year. 

3. Hatching limits of 10 million per year can be overcome by renting other hatching 
facilities. This, in fact, is desirable because day-old chicks cannot be transported 
to private farmers for a long distance without an increase in mortality rate. 
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4. Grower support. Current hatching capacity can provide day-old chicks to 300-
350 growers of average size (for the Burgas region) operating on a four cycle per 
year system. Hatching egg production can support approximately double that 
amount and hatching facilities nearer grower groups can be rented as needed. 

5. Number of private farmers. Private farmers can produce as much poultry as can 
be iltilized by COMPANY. A favorable price-cost ratio resulting from, among 
other things, shorter growing periods and better feed to meat ratios Will bring 
presently idled producers on line. 

6. Production per private farm. With fixed broiler houses, average production per 
private farmer is approximately 7,000 birds per cycle with four cycles per year. 
However, better hybrids and the proper feed mixes to be introduced by 
COMPANY can lead to a five cycle per year system, effectively increasing the 
same producer's capacity from 28,000 birds per year to 35,000 birqs per year. 

7. Feed production. Current feed production at VITAPROT is sufficient to supply 
all poUltry producers with pelleted feed--the desired form. Maximum production 
is 500 thousand tons per year. The facilities can produce any mix of feed needed 
for poultry production. Excess production capacity not· required by COMPANY's 
own growers will be marketed to other private farmers on a cash basis. 
Transportation equipment is adequate to ship feed wherever needed if demand is 
coordinated as it would be in COMPANY. 

8. Slaughter facilities. The processing capacity (as now producing frozen birds and 
limited further processed products) of the slaughter plant (AKVILA) is 1,000 tons 
per month. In birds, this is approximately 45 - 50,000 per day, or 12 million 
birds per year. Freezing facilities now under construction will provide substantial 
storage space for frozen products, thus permitting AKVILA to respond to 
variability in market conditions and frozen product assembly needed for large unit 
shipments into foreign markets. 

x. THE PRIV A TIZA TION PROCESS 

Key to every aspect of this project is the privatization process, the mechanism by which 
state and municipal enterprises are transformed into private enterprises owned and controlled by 
individuals. It has become the driving and guiding force in this project. 

The privatization process will determine (1) if the project can be done, (2) if so, how 
steps must be put together, and (3) what results are dictated by privatization rather than by other 
economic, business, personal, and financial forces. General rules have been defined for the 
privatization process, agencies to whom applications are addressed and who carries out activities 
associated with the process have been identified, direct discussions with the municipality of 
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which AVES is part have yielded a list of steps to be followed and useful terms of pnvatizatIon 
exchange have been discussed. 

Privatization laws and associated regulations are just now being developed. Requirements 
or guides in the law have not been used and innovative approaches to privatization have not been 
tested. 

Privatization begins with identification of state or municipal owned enterprise. The law 
provides such enterprises can be convened to state propeny sole propnetor companies. 
Enterprises do not, however, need to be so convened before privatization can take place. 

Each of these enterprises in the project is of a different status: 

~ AVES is an enterprise owned by the municipality of Ka,menovo. 

~ VIT APROT is a state enterprise that has been converted to a state owned sole 
proprietor company with 14,900 shares of stock. 

~ AKVILA is a state enterprise that has not been converted. It was recently placed on 
a list of 27 enterprises to be privatized by year's end. 

The privatization process may be initiated in several ways. The state or municipality may 
initiate on its own, management may propose privatization, or workers can propose privatization. 
Privatization intentions have been announced for AKVILA. After discussions with the 
municipality of Karnenovo a tentative decision was made to have AVES propose privatization 
by letter to the municipality when the ACDI report on the project is completed. Conditions 
may, of course, change rapidly. 

A few things must be done prior to the bidding process. A survey of legal aspects of the 
enterprise is conducted to determine ownership, etc. This is cond1,lcted by lawyers for the state 
or municipalities. The debts, financial, and economic state of the property is assessed. The 
enterprise is evaluated by licensed evaluators. 

A VES was recently evaluated and indications are that a straightforward update will be 
sufficient to bring the evaluation current. VIT APROT and AKVILA would need evaluations and 
requests for evaluations should proceed with the privatization process. 

The state or municipality will decide upon privatization and will decide upon bidding 
terms, then terms of bidding will be announced. 

Bids are then submitted by interested parties. It appears a wide variety of proposed terms 
and conditions can be included in the bids. 

New regulations require that five to ten percent of the evaluation total be submitted with 
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the bid. The general rate is ten percent, with lesser percentages being possible for certain 
employee bids. The deposit is returned if the bid is not accepted or IS applied to the price if the 
bid is accepted. 

One factor may complicate the bidding process. Workers are given preferential treatment 
to participate in bidding and receive preferential share prices. Preferences depend upon time 
worked, leading to worker payments of up to 10 percent less than the nominal value. A tender 
by a worker representative can receive up to a 30 percent discount. These rules are under 
current discussion by the Government. Possible participation by worker groups associated with 
the three enterprises is at present unknown. 

A bid may be accepted or the state or municipality may refuse to accept any bid. If a 
bid is accepted, documents describing conditions are given to the successful bidder and payments 
for the company commence according to agreed-upon terms. 

The law gives several alternatives for payment. The method that appears the most 
attractive is similar to an installment sale. Payments are made periodically until the final agreed 
upon price has been paid under terms agreed to in the bidding process. Full ownership is then 
transferred to the purchaser. 

In the period during which payments are made but prior to final transfer of title, 
COMPANY will exercise almost all rights and obligations of ownerShip. Specifically, 
COMPANY will have complete rights to control all operations and retain all profits, generated 
in its business. 

One important issue to be addressed and subjected to tactical and strategic planning as 
part of the privatization process is possible equity issuance by the state or municipality that does 
not require immediate payment by stock recipients. Management, employees, and private 
producers are in no position to make payments for equity interests received. While the full 
range of possible arrangements to address this problem has not been explored, several patterns 
may be suggested. Other alternatives should, of course, be explored. 

First, the state or municipality privatizing the enterprises may simply give equity interests 
free of obligation as a recognition of roles recipient groups have played in bringing these 
successful enterprises to their present status despite poor experiences of comparable 
organizations in Bulgaria. 

Second, arrangements may be negotiated that do not require immediate satisfaction of 
equity recipients' obligation in cash but allow payment over time. For example, application of 
dividends on capital stock applied to the purchase price may present a feasible payment system. 

Third, equity recipients may receive loans directly from one or more third parties to 
enable them to purchase stock as individuals. 
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Fourth, a financial arrangeme~t may be devised in which a thIrd party. such as a trust 
or trustee fmancial institution, may be established or used initially to pay on behalf of the equity 
recipients. The trust could be phased out by collecting dividends on capital stock it holds in 
trust for equity recipients in exchange for stock whose title is to be transferred to the final stock 
recipients. 

The third and fourth scenarios would require close participation by an outside lending 
source. 

XI. FINANCIAL STRUCTURE 

The genesis of COMPANY in the privatization process, a new phenomenon for most 
economic and business enterprise systems, requires a somewhat new view of financing. In broad 
terms, the financial structure of a business enterprise recognizes and defines the claims upon 
assets used for productive purposes. Usually, the creation of these claims arises at the same 
time the assets are created and the capacity to produce begins. 

The privatization process is, in some ways, quite different, although assets and Claims 
upon them still exist and must match. When COMPANY is formed and the three existing, 
operating enterprises are privatized into it, all productive assets are in place. These assets and 
associated productivity exist but the usual sequence of creation of assets and creation of claims 
against assets has not been followed. 

COMPANY will commence its activities with obligation to the municipality and state as 
determined in the bidding process and agreements about terms of payment. Thjs obligation is 
to make payments toward purchase of the three enterprises. 

From a practical, although not necessarily strictly financial or accounting principle, 
claims on COMPANY's assets by its own shareholders should develop only according to the 
proportion of total purchase price' paid at anyone time. For example, investment in COMPANY 
at the 1/3 point in the payment scheme need only reflect issuance of 1/3 of its total stock 
authorization. In this manner COMPANY will have time to develop its value to investors and 
investable funds will have a chance to develop in the Bulgarian economy. 

Immediate capital demand will reflect three needs. 

First, COMPANY must be formed and must engage in the bidding process. Formation 
should not be an expensive proposition. However, recent regulations require that 10 percent (or 
less in the case of certain employee bids) of the evaluated price of the state or municipal 
enterprise be deposited with the bid. COMPANY will need this amount of money to bid. When 
accepted, the deposit is applied to the price of the enterprise. Negotiation may permit a delay 
or reduction of early payments to reflect the up-front deposit. The exact amount needed must 
be determined at the time bids are submitted but can be estimated prior to that time. Enterprises 
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are valued as part of the privatization process and it is that value upon which the deposit amount 
is based. 

Second, COMPANY will need some working capital for its first year of operation. 
However, it should be kept in mind that all three organizations are now operating and generating 
income for immediate capital needs, although they will need additional funds for the change in 
method of doing -business. The exact amounts required have not been calculated, but the 
financial portion of a formal feasibility study will estimate such requirements. 

Finally, some initial capital investments will be needed to convert some current practices 
and equipment to more suitable form. Examples are purchase of new hybrids, some 
transportation equipment, and purchase of new feed ingredients for the first year's use. These 
amounts also must be calculated after examination of each operation and planned activities. 

XII. MARKETS AND MARKETING 

Correction of present unfavorable market conditions and resulting excess capacity at all 
levels in the poultry industry will be .accomplished in four ways by COMPANY. 

first, substantial cost reduction will be realiZHI relatively quickly by replacement of 
present parent stock with more productive hybrids and the immediate implementation of a peak 
performance feed production program. For example, reduction in cost of production by 
improvement of the feed conversion ratio alone (from hybrid and feed improvement) can lead 
to a cost savings at the grower stage of twenty percent or more. 

The impacts on markets, domestic and international, will be felt by reduction in product 
price. This reduction will be significant and will change the chicken-ta-pork price ratio now 
having a major influence on chicken consumption. 

Second, profitability at the private farmer level will increase and the supply of lower cost 
chickens will place COMPANY in an excellent marketing position. This profitability grows 
partly out of the feed cost reduction but also in the shortened growout period leading to more 
production cycles per year. Growers can realize 10 - 15 percent increase in the number of birds 
produced with the same facilities. 

Third, domestic marketing programs will be introduced. To this point, little active 
marketing was conducted due to the nature of the planned economy. With a market economy, 
however, opportunities for imaginative marketing, branded products, and creative delivery 
systems will become available. These marketing activities along-with the increase in per capital 
consumption brought about by lowered prices place COMPANY in an excellent position within 
the Bulgarian poultry industry. 

Fin~y, development of the important export markets will be pursued vigorously. The 
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main potential customer, Russia, has an extremely high but currently ineffective demand for 
Bulgarian poUltry. The marketing arms of organizations to be privatized into COMPANY have 
developed good contacts with Russia. This investment will be made to payoff as barter is 
extended to poultry exports. Current discussions, for example, are considering trade of poultry 
for coal. The traditional relationship between the Soviet and Bulgarian economies was Bulgarian 
import of raw materials for some of its very large manufacturing operations, a situation that may 
be capitalized upon. 

Other markets considered by industry experts are Turkey and Greece. The location of 
COMPANY at Burgas, Bulgaria's major port, places it in an exceptional position with respect 
to exports throughout the Black Sea region. 
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.L1CT-12-1gg3 13:16 FR01 . ROCCO CORPffiATE H'BURG 

TO: Donald R. Crane 
Senior Vice President 
A.C.D.!. 
50 F. Street NW, Suite 900 
Washington DC 20001 
(FAX: 202-626-8726) 

FROM: David W. Strickler - Rocco, Inc. 

DATE: Monday 11 OCtober 1993 

TO 

SUBJECT: Wit~drawal of Rocco from Burgallus Privatization Project 

Dear Mr. Crane: 

912026268726 P.001 

Twig asked me to sena you a copy of the attached IettelS that we just sent to Panayot Panayotov, in whiCh 
Rocco fonnally withdraws from the Burgallus Privatization project. 

~ 

Basically, despite our best efforts and a bunch of legal, accounting and consulting fees, none of the 
intemational development banks are WIlling to lend money 10 this project ( and based . on their 
representations to us - any other project) without large cash equity conttibutions from the investors. For 
the amounts of money that these agencies were asking, we could have simplified this transaction greatly 
and just paid cash for all three businesses, and consequently bear aU of the risks and all of the reward 
ourselves. 

Based on Rocco's expertern:es with this project, I strongly suggest that ACOI be very up front with any 
other investor in any other project about the need to be prepared 10 put (relatively) large amounts Of cash 
into the flnancing on an up front basis. 

Despite the great disappointment that both Twig & I personally are feeling. as well as Rocco, we have 
enjoyed woridng with ACDI on the training. Your organization, despite our occasional frustrations with it, 
has been the most supportive and enthusiastic of all the government agencies. We have had some very 
inleresting moments worldng with Christo Petkov and Nelly Cherneva along the highways and by-ways to 
and from Sofia. 

Any Questions, you know where to find Twig. 

incerely Yours 

David W. StriCkler 
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CCT-12-1993 13'16 FROM RCCCO CORPORATE H'8URG 

Monday. October 11. 1993 

Panayot Panayotov 
Director Geneml 
Aves Poultry Firm 
8122 ViI. Chemi Vrah 
Bourgas District, Bulgaria 

Dear Mr. Panayotov; 

TO 912026268726 P.002 
KUCO""",, .,,"'. 

P.O. eox 549 
One Rocco Plaza 
Harrisonburg. Va. 22601 
703·568-1 ~oo 
FAX 703-568-1401 

With sotrOw in my heart, I must inform you that Rocco is withdrawing from any further 
consideration of participating in the privatization and merger of Aves. Akvila and Vaya Furazh 
into the vertically integrated poultry company ofBurga1lus. 

We have presented the Consultant's Report and our business plan along with our request for 
financing to: 

The Bulgarian-American Enterprise Fund 
The European Bank for Reconstruction and Development 
The Overseas Private Investment Corporation 
The International Finance Corporation - A Member of The World Bank Group 

All four potential lenders appear to have much the same loan criteria. All· have refused to 
finance BurgalIus as envisioned by the consultants. I am sending you a copy of the EBRn's 
response to our request along with my reply. 

All of us at Rocco were looking forward to helping you build Burgallus into a world class 
poultry company. We spent thirty-five thousand dollars to have the Arthur D. Little Company 
value Rocco's services to be rendered to Burgallus during the tirst five years. Their answer was 
U.S. 3.4 - 4.3 Million. We were ready to make this investment. The lenders wanted Rocco to 
invest an additional five to six million in cash. That is unacceptable to Rocco. 

Lorraine. David and I appreciate your friendship and the hospitality you extended to us on our 
trips to Bulgaria. We send our very best wishes to you, Radka, and your family. Mayall of your 
enjoy good health and great prosperity in the years to come. 

Your friend; 

~.~ 
RH. Strickler • 

cc: Donald R. Crane 
Thomas R. Fattori 

OCT 12 '93 13:17 

Christo Petkov 
Kenneth L. Peoples 
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CCT-12-1993 13:16 FROM ROCCO CORPORATE H'SURG TO 912026268726 P.003 

TO: Rocco, InC. 

ATIN: Rabc:t Strickler 

PllOM: BBRD 

DATE: S October 1993 

MESSAOB: 

Deer Mr, Strickler, 

FAX No: 

. 
REPLY TO.FAX No: 44171338-6108 

No. OP PAOES: Z 
~-~ 

Thank you very mUd1 for !;Q1lIing to 0111 Bank on Septem~ ZZ, 1993 to pteSCllt your 
blLlinell plan 111<110 ackIrw IOIIIC of lIII ~ Wue$ risen by !lie I3ank. We 
appreciate the lhotOUih anal)'lll WoI¥ ped'ormed by)'IN and your comullaDts leaI!Ine 
us to a better IUIcIersIandfni of ~ PN.i= III ~lI1garia 

To summarl&c \be European Eanlt'. fillancing ~, ~ c:m offa- you & lion
:ecoune bard CUIfellC)' loaD. with & five to K'len year term to fun4 capital 
expeDdiblm and working .1111 on a mvolvml basil. Tht ianlt', partigipatioll !;Quid· 
also be II equity. havlnl a clearly ~iabed exit mategy. We would invite one or 
two 0Iher banks to po!IiIIIially pa:tIeIpIte I.u tile financial IIIIdcr tho BalIk's III1Ib1'II1Ia 
of pm'emld ~1Ot IIatus. . 

.It is lWlk ~ce to flnallM pmjecu whicll have a. millimlllll capital of at least ~. 
40~ of total value ofprojeet. A3 BurgaIlus stand! right now, we ha.w a. highly 
levc:lled project with cost of capiIallll US dollars, whllo II1II SIIam of revenues is 
&enerated ==lusively 1111ocal. cumncy, Should the BlI]gari;m ma depreciale apinst 
the US DoDar in teal tcmIs with omy 15\15 over the next Ihtco yean. BUrgallus would 
face setlO\l3 djffirn1~ sesrYiclng ilS debt obllgaUona. 

We should also address acme of the IC:IIIicivilies teIated to operations and maWlini 
such II poultIy meat prices, apem1in& 1IW'IiJIs, real1IlItkct aIIam and sales volumea 
u:hicved. These win bave 111 ~ CIIlIhc caah flows ~ by the plOje=, in 
view of tho W1'l:Clltly controlled. domadc prices of meat. but free prlces of aIlima1 
feed. 'Ihelct'ole, U1c above financill aIId operational risks cauld be lS3IIII1ed only If a 
capimlltnlCtUro more typical tar 5III:h projecll iI adopced. 

Durin& our mrnting we fltmly silled aDd IIOW -uimt to YOIL 0\It ;onviction in the 
!;Qmmercial r .. asibUity of tha Butpllus proJ=. However, in anIer 10 proceed i'Urlher, 
we woulci IICCd to t$Icllll SIISlaI.nabIo capitalllrUCt1lla whlch VI ow vin WOIIld . 
involve c$h equity invatment by Ro\:CO aMloz its potential partners of between 
USD S ani1 6m. 

BEST AVAILABLE DOCUMENT 

OlIO I. I 1 ic!IMI J.osUm 1lCZA:mH 
TokfboDo: Q1l 331 6IlOO .... an 4116 6IlOO Fu:: 071 3;11 6100 tit" 0714116 0100 1"-. A121611!11111l r. 0 

C!, 
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OCT-12-1993 13:16 FROM ROCCO CORPORRTE H'8URG TO 912026268726 P.004 

We unc!emanc! that lh!s !!gure iI; much I4bcr \ban }'01It Wtial idea, but we be1ieve it 
to be a IealUlic tcflection of !he spec!flcs of your project. Should you be willing to 
make a subatantial equity Um:.mnCllt in !his project, we are ready to <:antillue our 
cfucussi.on. 

Sin=ly, 

OUvier Descsmps, 
:HaDI ChristIan llcobseD 
Seu10r BaDkers, MerdIaDt Bll!JI&.c 

BEST AVAILABLE DOCUMENT 

0116111 t & Iquuo LoadoII I!QA 28It 
T'~ 071 :us GOGO 4f' 011490 GOGO l'tI: WI._ Gloo ttr m _ 6100 Tea: 8f12161881U) r. G 
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u~r-ld-l~~3 13'17 FROM ROCCO CORPORATE H'SURG 

TO: 

ATTN: 

DATE: 

Gentlemen; 

European Bank for Reconstruction 
and Development 

Olivier Descamps 
Hans Christian Jacobsen 

Monday 11 October 1993 

TO 912026268726 P.005 

ROCCO,ING. 
P.O. Box 549 
One Rocco PIAU 
Harnsonburg. Va. 22S01 
703·568.1400 
FAX 703·568·1401 

Thank you for reconfirming your belief in the commercial feasibility of the Burgallus project as 
well as your compliment on the quality of our business plan and analysis work. 

The EBRD's loan requirements apparently give little or no value to: 

I: The thorough Consultant's Report. 

'}; IT: 
},~ 

The willingness of the Bulgarian Government to subordinate it's assets to 

the lenders. 
'.-

'", ..... 1I!: 1;lJ.e~utstanding quality of the financial and legal audits. 
"'01:._ '-" 
~J . 

""N:, The Arthur D. Little report which valued Rocco's services rendered at U.S. 
, $3.4 - 4.3 Million over the next five years. 

V: The U.S. trained Bulgarian management team. 

All of us at Rocco were looking forward to helping build Burgallus into a world class poultry 
company. We thought that our technical efficiencies and enbepleneurial skills combined with 
credit lines from EBRD and the fixed assets and people of Bulgaria would create a fmc example 
of free enterprise at it's best Your mjuiremcnt that Rocco invest U.S. $5 - 6 Million in cash 
equity is unacceptable. 

Rocco is withdrawing from any further consideration of participating in the privatization and 
merger of the Bulgarian Companies of Aves, Akvila and Vaya Furazh into the vertically 
integrated poultry company of Bur gallus. 

Sincerely Yours; 

R.H. Striclder 
Chainnan of the Board, Rocco Inc. 

TOTFL P.OOS 


