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Following the precedent of the laat few years, in 1965
communiat countries have bought on the free world markets substan-
tial quantities of wheat. In particular, purchases by the Soviet
Union are of the same order of magnitude as the huge .mports of
1963/64 (9.4 million tons) (1). On the basie of the informetion
received, notably that provided by certair delegations (2),
the following estimates of wheat imports by communiat countries
during the 1865/1966 crop year can be made (3):

Boviet Union ¢t 9.7 million tons
Eastern Burope ! 3.4 " "
Communist China t 4.8 » b

2. It is still possidble that during thc next few months the
B8oviet Union may purchase up to 2 million tons more vhest. In
this case, it is likely that she would be obliged to heve recourse
to the United States market. Australia has ,rnctically no unsold
stocks; the amounts nvailable in France and Argentina arc very
limited; the same certainly applies to Canada aftcr the recent
agreoment with Communist China. This egreement provides thet the
latter will import from 3 to 5 million tonm of wheat between
August 1, 1966 and July, 31, 3¥969. In eddition, by common
sgreement, the deliveries might be increased to s ueximum of 7.5
million tons and the pcriod of the contract lengthenod to five

years'h)in this case aggregate sales could roach 12.5 million
tons .

,2; AE/SQ-I§%169, note by the German Dulegation
AC/09-TB/170, * » ¥ Cangdian "
AC/B89-¥E/172, ™ * ® United Kingdom Delegation
AC/89-WR/173, ™ " ® United Btates "

AC/B9-WP/17u, " "  ® United Kingdom "
Es; 8co Tlo nt Annex
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3. Foroed collcctivisation, mecsures mimed ct restricting
the right of privite owicrship cnd th. frocdow of aetion of the
faruers, the often inopportunc intervention of the centrel
bureasucracy, the shortage of agricultural equipment and the lack
of interest of a poasantry deprived of pcel wconomie incentives
cxplein, in pert, the disappointing ecgricultural results obtaincd
in communist countrios. As rcgerds thu other reeeons, they vary
frou onc country to ancther.

4. In ML%&F tho 1965 grain crop hes suffered
from a protracted drought in the northern provinces. Eetimeoted st

185 millions tons tho orop will not oxoood its ievel of 1957 end

of 1564, whereas tho Plan had provided for & 5« incrcasc over last
year’s level. For a numbcr of ycars now, thc growth of the Chineseo
population (15 million persons anmwlly) has not been accomponicd
by & corresponding increasc of sgricultural production.

5. Thu situetion in the Eastern Byropean countries ie much
mare complox. Even if the structural woalnesscs of thuir cconaomice
woro put right, it le very unlikcly thet Csechoslovekia and the
Soviet-accupiod Zong of Gurmany would bu ableo to mc.*t thg domand
for grain through domostic production. Tho fact that these
countries buy some of thuir imports in thoe Wuet rathor then in
thc Soviet Union can be considcered as an indication of the
dwindling of Sovict whecat surplus aveileblc for cxport cver
when production has bcen normal. As rogards the other countrics
of Eestern surope, the production of which shoull noruzlly meot
the locel dcmand, thecir imports ere in the main attributable to
the inedcquato progross of thelr agriculturc. siccording to
availaole estimptions, in 1965 grain crops in the Sovict-occupicd
Zonc of Geru and Czocihoslovakia sgcm to hav. beoen rather poor (5%
below thair 1964 lcvel), Thc Hungerian crop is likuly to have
remained unchanged. Or tho othur hand thc results obtaincd iun
Polend, Rumcnia and aria, tho unin producors in thu nrea,
heve boon satiafectory (incrouasce of 10w to 1% in compurison with
196L4). Takon togothor thc Lesturn Buropean countrica’ importe
avcrage cbout 8 million tons a yoar, of waleh 5 to 6 willion tons
arc dclivored by the Soviot Union. It may bu anticipetod in vicw
of the guneral succusa of this yuar’s crops thct thusc countrics
will import loss from tho U.3.3eR. - ghore the crop has shown a
deficit -~ but will buy in the Wost at lcast 3 million tons of
wheet. ) .

6. Thc 1965 grain harvest in the Sovict Upiop is cstimctod
at about 100 million tons compared to 120 million tons in 1964
and 95 million tons in 1963. This disapoointing result can be
ettributed largecly to the unfevourcblc wecther conditlons which
have affeocted most grein-growing rogions; storms end oxcosslive
rainfall in the Ukraino and the Caucasus and cxceptional drought
in thc Virgin Lends. Thc present shortzgo of grein has boonh
aggrevoted by the following foctors

NATO COFFID.NTIAL -2 -
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(1) inercasing domustic requir._mcente cs o rcsult of
demographic¢ expansion ?thc populition is incrcasing
by some 3 million a ycer);

(1%) the rocovery of livistock herds combincd with o
risc in thc pricoe of mecat (20-50% for buuf, 20-70%
for pork, 10-70% for lambd), cffcctive from lot May
1965, which hea uncouragcd fermers to divert breaod

grainas from their normal purpoee in ardor to uso
thom as foddor;

(144) wheat cxports to othcr countrice: the countrice of
Eastern Europc, Cube, tho dceveloping nitions, in
articular the Unitcd Arab Rcputlic, to which
§00.000 tons of whecat which had bocen purchascd in
the Frce World were dolivored in Scptemder 1965;

{(iv) the cumuletive cffoct of poet crrors in Sovict
agriculturzl policy. In Mcreh 1965, Brczhncv
admittcd thet egriculturel production hed Cilscn
by only 108 during tho poriod 1959-65 i1..tced of
70% as planncd.

T The recent wheat purchascs confirm tho neccssiiy and
the urgoncy of thc measurcs taken in the spring of 1965 by the
Soviet lcaders in fevour of agriculturo: a rise¢ in the pricc psaiad
for compulsory deliverics of wheat anmd ryo to thc state (1), a
substantiel risc in thc prico paid for above-~guota dcliverics of
grain, for which the statc will huncoforth pay 5% morc than the
normel pricoc, a rcduction in thc volumec of compulsory dvlivorics
(rcduced from 63 million tons in 1964 to 56 million tons in
1965) which should pernit an incroasc in cbove-quota dalivorics,
a risc in tue incdomces of collcectivo farmors, a gonoral morctorium
on collcctive farm docbts to the state, a substantial incrcnsc in

investmont in agriculturc ($80 billion nrv to bu invested in
fivc ycars, i.ce almoot as nuch gs hap been invested in this
scctor of tho ooonamy sincc 1945).

8. From the point of vicw of the 8Boviet Union, imports
of wheat from thc West might have the following conscqucnces @

(1) ean incronsc in scles of gold. A& rough czlculstion (2)
puggusts that thc coot of thc wheat purchasos will
amount to at lcast $630 million to which must be

: added $100 million for troncport costs. Howover,

- since 1 million tons of whuat from thc Argentine RBos
been bartcrcd for Soviet petrolcum produets, the
totel amount which thc Sovict Union will bc called
upon to pry out beforc July 1966 will probebly amount
to abcut 8270 million. Following thcir wheat pur-

chcecs during the erop ycar 1963-6L, the Sovicts sold

1) This incraesc mmountcda to morc then 10k for dcliverics from
collcetive forma. In tho ceso of stato farme where the prices
paid by the stato ore generilly lovor than ‘hosc pcid to tho
collcective forme, tho diffurance hes boon r duced and cven
cboliched sltog.ther for deliverics from certroin reglons.

(2) Succ table ot Anncx.
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{550 million worth of £01ld in 1563 ang ;

7orth in 1964 compered with an cniualdazgfggziiilon
$235 million during the ycers 1560, 1961 and 1962
according to provisionel cstimates by the Amuricnﬁ
suthoritics, Sovict gold roserves 1in August 1965
~otnlled %1,500 million (i). Part of theso
ragerves will probebly nu used to pasy for tho
vacet purchasce. Up till now, ct loast on. srlo
0. gold was mede in Scptumbor to tac Bonk of
Intornational Settlements -n Besle. This zmountod
to $112.5 million (2). According to vurious
Western cstimates, it secms that tnc Sovicts will
be obliged to scll a totel of $450 - 9500 million
worth of gold in ordcr to fimance their imports;

(11) mgj%gp during tic couing months of thc
Ve ¢ _of ordcrg for industrial goode pleccd with
Westcrn nuropcan :upplicrs, as wes the cosc aftop
thc vheat purchesos in 1963/64. The Sovict Union
will no doubt onweavour to errange its foruign

trade in such a wvay es to rclecsc thoe rusourcces
nocessary to pay for pert of theso wheat imparts.

9. Thc 8Soviet whecat purcaascs also cntoil certzin consc-—

quencces for the Weatern world

1 AC ]?..7-?.'E)| Itom I
’2; Sce

(3)

(1) a rore buoyant mnrkot in fruight ratos (3)
ani thc ro-on.ry into sorvicc of a curtein mumber
or oil tenkors which can clso bc usvd for trans-

yorting grain;

(11) a rcduction :n t surplus stocks of thu trndi-
tional whoat cxporting countriuvs, ond conscquontly
gsomo risc in tau 1ovel of world pricue; the sizo
of Unitod Btatcs wauat stocks is, howcver, such
as to prccluds eay prolongod upsurgo;

114 a rocovery of *he Con-dian tradc balence cnd a

( ) roductionyin thzt country’s balancoe of prymunto
dcficit. GQOreatcer prosperity in thc agricultural
acctor will hrve favourasblc rcpcreussions on cther
branches of tne Cancdien cconomy;

tho New York Hoerald Tribunc 4th-5th 8cptomber, 1965.

The Now York Timos of 20th October, 1965, amlso rofcrred to
Bovict sales of gold to thc Bank of Inturnational Scttloments;
70 tcnzs of gold ?ﬂ?B miiion) were snid to hove dbeen delivereod.
It is not clcar, howuver, whother this rofers to edditional
salos or to deliverics of gold covorcd in the tisnencction
annonncod at the boginning of Scptomber.
For oxample, neximum nnd ninimum freight rotees por ton for the
8t. Louront-Unitud Kingdom crossing werc as follows in a.
end d. ¢ Ju.ly lwt: 338- Odl, 328. %‘

July 1965: L2e. 64., Lls. 3d.

August 196L4: 36a. 64., 366. 6d.

August 1965: LBs.6gd., L58. Od.
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a strcngthening in the fincncicl position

of the West, since tho Sovict golld salce should
relicve pregsure from the contrnl benks on
Unitecd Statcs gold rescrves. In addition, these
snlcs represcnt £ significant cddition to tho
gold roscrvaa of thu Frce Vorld. The rote of
increasce of gold output has in fact follon
stcadily since 1962, from 6.6% to 3.9% in 1964.
Boviot sclus amounting to some (450 million in
1965 would amount to ncarly 30% of Froc World
gold output (1.4 dillion in 1964); thoy should
thercforc somcwhet case the pressurc of world
demend for gold. Finally, the volume of world
rcescrves will be incrcascd to the cxtcent thet
Russian gold is not hocrdcd or uscd for non-
monctary purposcs.
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ESTIMATED CO.MUNIST CO
OM THE FR i RING T
Importing‘ Exporting 41“ Quantities 3 Approximative
country country (in metric f.o.b. value
! o tona) (in million Us #)
(:cnm:mn:ie;t-r Canada 2,200,000 #134,6
China Australia 1,500,000 g 92.0
Argentina 1,100,000 1.6
4,800,000 A288.2
Soviet Argentina 2,100,000 511u.8$1§
Union Australia 600, 000 g 36.4(2
Canada sljmlow &35-0
France 700,000(3) | £33.7
% 4 9, 700,000 8625.9
Eastern Canada h; 1, 300,000 & 88.4
Europe France(l 1,800,000 £102.1
United States 45,000 £ 3.5(5)
NMexico 300, 000 g 18,2
3,445,000 g212.2

(1) Of which #53.2 million represents the f.o.b. value of
1 million tons of wheat exchanged for Soviet gas-oil,
following a barter agreement concluded in April,1965.

(2) The USSR has a further option of 60,000 tons; if it were
taken up the value of Soviet purchases would amount to
A40 million.

(3) Negotiations are currently taking place for further
grain sales up to a maximum of 500,000 tons (AC/127-R/162).

(4) As regards sales to Eastern Europe, lack of sufficient data
makes it impossible to give a breakdown by country; the
figures are those furnished, on a provisional basis, by the
United States Delegation (AC/89-WP/173). Canadian whegt
gales, estimated at 1.3 million tone, are made up ol a
200,000 tons deal clinched with Czechoslovakia and
1.1 million tons representing deliveries to be made under
trade agreements concluded in 1963 and 1964 between Canada
on the one hand and Bulgaria, Czechoslovakia, Poland,
Hungary and the Soviet Zone on the other. Frepnch _whegt
gales are composed of 300,000 tons sold under contract to
Poland and 1.5 million tons to be delivered under trade
agreements with East Germany, Bulgaria, Poland and a
tentative arrangement with Hungary (likely to cover the
sale of 170,000 tons). The exact destination of the
Mexican wheat exports to Eastern Europe is not known.

(5) The value o% tEEs ua%e by the United States to the Soviet
Zone 1s very probably c.i.f.
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