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THE SOVIET AGRICULTUUL CRISIS 

A .  . CRISIS 

(i) Grain 
.. . . .. 

Since  nid 1971 the  USSR has signed a seriels ,'of deals  
involving  rnassive  purchasés.of  grain f r o m  the  West f o r  delivery 
by mid 1973. A t  l e a s t  22 million  tons of  wheat and;over 
9 million  tons o f  feed  grains f o r  livestock  are  invo,lved. 
These purchases p tot .all ing  possibly  over 34 nil1ion""tons  are 
valued a t  around $2-,000 mil;l+on. They are  on a f a r   l a r g e r  
scale  than any previous impor.ts and about 60% of  t he  t o t a l  is 
being drawn froa the  United  .S:t.+tes, a s ign i f i can t  'innovatLon i n  
Soviet   trading  -policy.  Altfiough a revolii ing  credit  of 
$500 mil l ion  per  annum over: '-&.  period of  three years  has been 
granted by the  United  State-s,"nost of  the  purchases  are 
payable  cash on delivery.  The la te ' s t   f igures  of Soviet 
purchases i n  this sector  from the  United  States,  both firm and 
under negotiation,  are  given a t  17.4 mill ion  tons of food  arid 
feed  grains.  The USSR has been a net  exporter o f  grain  except 

Soviet   grain imports  are   usual ly  small and have i n   t h e   p e s t  
come pr inc ipa l ly  from Canada t o  meet Soviet  Far East needs. 

. - in   the.   three  years   fol lowing  the  harvest   d isaster  o f  1963. 

. .  

2. Soviet  conmentators  have  esti.mated  that gross grain 
production this  year w i l l  amount t o  about 168 mill ion  tons 
(nearly 6% down on 1971). Western spec ia l i s t s ,a re   no t   agreed  on 
the t o t a l  Sov ie t . g ra in  shortfal l  f o r  A9720 However-, estimates 
suggest a gross harvest  of  a r o m d  160 h i l l i o n  metr ic   tons,   i .e ,  
some 30 million  metric  tons below the   o f f i c i a l   t a rge ' t  f o r  t h i s  
year, and up t o  20 mill-ion  tons below last   year 's   resu1t.s. .  
Losses due t o  moisture  content,  inadequate  storage and t r anspor t  
may be as high as 200/, and f ina l   ne t   f igures   could  be as low as 
125 t o  l 3 0  million  metric  tons.  The USSR has cancelled i t s  
own grain  exports t o  the  West f o r  t he  time  being; i n   r ecen t  

.years ,   these have averated  around 500,000 tons  annually; 

3 .  No o f f i c i a l   f i gu res   a r e   ava i l ab le  on Soviet   grain 
reserves,   but  these  are  reported t o  have  been  between a l o w  o f  
15 mil l ion and a high o f  30 mill ion  tons a t  .the.  beginning of 1972. 
In  addition to making good the  losses incurred t h i s  year,   the 
Soviet .Government nay  have..been  encouraged t o  bui ld  up its . 
poss ib ly   low-gra in   reserves ' in  view o f . t h e   r e l a t i v e l y  advantageous 
pr ice  it obtained ' f rom the  'Untited S ta t e s .  Canadikn  .!.sale.k;'of'.i . 
wheat ( 3  r i i l l ion  tons)  wor th  $195 m i l l i o n  and Uni ted .S ta tes '   sa les  
of maize,  barley and oats (2.9  million  tons)  totalI2ag.'$-136 
mill ion,   both  in '  q971, nay also have  been  used t o  h o s t  : 
reserves. 

. .  
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4. Fodder for livestock.  .carld, be' in"'sPrort  supply and 
there  may be some  truth  in  as  yet  unsubstantiated  repprts  of _ :  
large-scale  slau  hter of cattle  because  of  fodder  sho?"Xges 
(see  paragraph 6 7 If  this  is  the  case,  it  is  the  .livestock 
sector  which  will  prove  nost  worrying  for the Sovie't  Government, 
whose  plans  to  effect.substantia1  improvements  to  the  population's 
diet  by 1975 through.  hi'gh,er  meat  production  could well be 
seriously  delayed, ; . -  

, .  

5 ,, . In. addition:  'to the highly  unstable  climat'e,.  other 
chronic'factors  leading  to  the  current  agricultural  crisis 
include:,centralisation and collectivisation  of  the  farming 
system, a n .  ongoing.  shortage of chemical  fertilisers and 
pesticides,'  high  seeding'rates  with  subsequent  shortage of 
quality  seedings,  poor  quality  control of' stored.  grain  with 
resulting  deterioration, and the  chronic  chaos  in  deliveries of 
machinery and spare  parts f o r  farm'equipnent. It may be 
concluded  that  the  large  purchases from,the'West,'have be,en made 
principally' for four  reasons: , 

. . 
. .  . .  

, v.. 

(:a>.'  imports of wheat  a're  ne.ed&d'.'.to.'co\res"  the  expected  loss 

(b) "' in' addition,' imposts of wheat  are  required  to  increase 

(c) . :  imports  of feed :grains  :'and  soyabeans,  d,ik,ely  to  contïnue 

, . _._. ... . , / . :  , in  harvest  producti'on  çau,s'ed  by.  the  weather; S ' .  

_ .  , . .  . .. 

. :  .. . .  ~. . . supplies of good  quality-bread grain;.. , . .  
.. . . .. . 

over  the  next "few,,.years, are needed to.  sugport: . . : :. 
expansion in'.the livestock  sector and t o  raise meatand 
dairy  products  output; 

(d) grain  ..imports  are also, intended t o .  build bp. r,eserves 
against  further  relatively  poor,harvests  in  the  near 

. .  
,.. . .,, . > .  

future. . .  . , . ... . .  

Moreover, 'it .may be concluded  that  the  particular  urgency of these 
purchases  is  caused  by  the  coincidence of these  factors;  each, on 
its own, would  not  require  such  drastic  action.' .: 

(ii)  Other  sectors . .. 

6. Poor  harvests  have been :reported  for  ,nillet,  buckwheat, 
. . fruits,  sunflowers,  sugar  beet  and-potatoes.  Latest repwts 

indicate  that  Poland is. sending up. - to , , l+  million  ;tons ,of 
_. potatoes  to  the USSR: .the  need is apparent1.y. so urgent  ,that 
naval  landing  craft  are  being  utilised  for  shipments.  between 
certain  Baltic.ports..'  Because.of  the.  current  shortage o f  hay 
and other  silage for dairy  cattle,  it  is  reported  that.ani,mals 
are  being  slaughtered  at a high  rate.  Presumably  this  is 
occuring  initially  in  the  private  sector,  although  it  is 
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ant ic ipa ted   tha t   s ta te  and co l lec t ive  farm herds will a lso  be 
reduced.  In 1964 following an equally  severe  'agricultural  
c r i s i s ,   the ,   Sovie t  hog popplat ion  reportedly  fe l l  from ?O t o  
40 million; .no data   are   avai lable   a t   present  on l ivestock 
reductions,  but,  while  larg,e,  they w i l l  probably  not be so  
extensive t h i s  time 

._! (iii) Harvest r e s u l t s  i n  the.   o ther  COMECOIV countries 

. 7. Barvest   resul ts  have  spparently  been  adversely :';..:)C: '.: 

affec&d  throughout thez.CO,?fXCON area. Heavy r a ins  and s e r i o u s  
flooding" i n  Romania during,  September and ear ly  October  delayed 
the  harvesting of mtumn crops, and l a rge   quan t i t i e s  have  been. 
ruined,  especially  vegetables and f ru i t ,   bu t   a l so  maize, 
potatoes and sunflower  seed. ... . Abnormally c o o l .  and rainy  weather 
in  Bulgaria  delayed  the  harvesting of  a number of  crops, 
esPQciallY . .  baize, f r u i t  and  vegetables which are, threatened.by 
f r o s t .  ,Polandk  grain  harvest  has been the  victim of  s e v e r e - - :  

and the  chances of a good crop  are   s l ight , ;   the   s i tuat ion 
i n  Poland .is especially Sad, f o r  the  individual  farmers - the  . . .  

pr iva te   sec tor   cons t i tu tes  around 83% of P o l i s h  agriculture:--.: 
who have no f a c i l i t i e s   f o r  quick-drying o f  grains  on the   f i e lds .  
B o t h  Czechoslova,k,ia and Ilungary  have reported  adequate  c.rops, 
both of which  have also  suffered from . i n t e rn i t t en t  heavy ra ins ,  
and Hungary i s  .experiencing problems w i t h  i t s  ,fryit and 
vegetable  crop. Pol-and  normally  impprts up .to. 2 million  tons of 
grain  annually, most ly  from the .USgR-; Czechosl.ov,akia and .the 
GJIR,,., approxiinately. 1 . - 5 ,  million ,tton.s -:each: Presvmably. th$se 
COMECON courytries  wiLl t u r n  t o  Moscow f o r  supplementary-grain 
irnp0rt.S also The. consequenc;es of  allowing tile. s ,a . te l l i te .s ,  t o  
seek. qat . t h e i r  own grain  markets.  i 'n:  the TtJest could, be, .s:er,ious.. 
fop,  \~oscow i n   t h e  .long. run, and it- i:s. more likely,  -;therefore,, 
th@.,.even  during th-e present,  hyperc.ritical  period,.  the-:$ovi:e,t 
Union w i l l  once again expend hard  currency i n  ord.er. to, mee%r,th,e 
b loc ' s  demands i n  this sec to r .   I n   a l l   t he   o the r  COMECON 
c o w t r i e s ,  autunq  ploughing and sowitng.: i s  .,reported  behind 
schedule D 

. '  . .  
. .  . , .. . . . .  ; : 

. .  . .  
. .  

8. The' Sovie t  Government S agr icu l tura l   goa ls   a re  ., , . 

ambitious  and.  entail  heavy  capitail  investment.  Apart from I 

maintaining an adequate.  producti.on of grain f o r .  human consumption, 
espe.c'i'ally,  wheat,  the Government. is comnitted to ;rai ,sing  dietary 
staridards ahd th i s   en ta i l s   increas ing  .meat and dabry.'production, 
with a consequential  need t o  ensure  adequate  supplies o f  grains  
(maize,.  o,ats and barley) f o r  animal  feed. The .expansion i n   t h e  
production.':of  thes.e,  feed  grains  has  not  kept p a c ~  w i t h . ,  d'emand 
and increasing  qüankities o f  thq poorer q u a l i t y  -wheat. are  being 
fed t o  animals. 'The Soviet G.0vernmen-k i s  now faced   wi th   the .  ' 

p o s i t i o n   t h a t   a f t e r   l e s s  than two years and a f t e r  heavy cap i t a l  
investment,  there i s  l i t t l e   l i k e l i h o o d  of meeting t h e i r  1971/1975 
agr i cu l tu ra l   t a rge t s .  

. . .  . . .  . , , . , . .  - . .  
., , . .  

. .. 
I .  
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N A T O   R E S T R I C T E D  

C-M(72)74 -5- 

B. IMPLICATIONS 

9. Grain  purchases  from  the  West  could  cost  the  USSR  as 
much  as $2 billion  in  convertible  currency  including  freight 
charges.  Despite  available  credita,  the Soviet.Union will  have 
to  find a great  deal  of  hard  cash  or  resume  gold  sales  in  large 
quantities.  Indeed,  the  USSR  will  have  to  pay  out  hard 
currency_..e-qu,ivalent....t.o_ nearly,.twicgt .. %.he  average a"~al value of 
imports  of  Western  technology and equipment  in  recent  years. 
A more  restrictive  short-term  policy on industrial  imports from 
the  West  could result.from the  strain on hard  currency, - ,  

a strain  somewhat  alleviated  by  the  recent  opening of new credit 
sources  in  the  United  States. . .  

10. . The  sudden  upsurge  in  Soviet  grain  purchases  has 
already,had  considerable  repercussions on world  grain  markets: 
wheat.prices  increased 30% over  two  months.  The  quantities 
contracted  from  the  United  States  represent"a  quarter  of  normal 
US  wheat  production;  United  States  domestic  prices  are  inflating, 
export  subsidies  have been dropped  and  in  the short.term 
United.  States  wheat stocks will be nearly  halved. . '  

. ' I l e  Current  grain  purchases  will  probably'have  to be 
continued  over  the  next  two  years, . Indeed,  failing a rapid. ': 
iaprovementia.cl5matic and institutional  conditions  the 
import of grain m y  well become., a:.permanent  feature of Soviet 
trade.  This state.of affairs  could  have  zdvantages for.the. 
Alliance  at  a.CSCE:  Soviet  reliance on the West.for its  grain 
needs.  in  the  future.  might  well  offset  to  some  extent  the " .'% 

potential  Alliance  dependence on the-USSR for  certain  raw. 
rnaterials,.especially  oil  and  natural gas 'supplies.  Soviet 
purchases-of around 5 million tonsof grain  znnually  from  the 
West',  could  cost  the  USS€l'between $350 and $400 nillion.'each 
year-at least. , .  . .  

. .  

. .  . , . ,  

12.. . "  -The  purchases'.  will  certainly  exacerbate  the  already 
heavy  trade  imbalance  between  the  United  States and the  USSR, 
running  generally  in  the  ratio of 3 to 1 in  favour of the 
United  States,  especially  as  there  is  little  short  term 
optimisa  over  substantial  Soviet  exports  'to  "the  United  States, 
due t.0  the  structure  of  the  Soviet  manufacturing  industry,  .and 
the  quality of goods  produced..  The  hard  currency  situation- wisl remain  tight. ,.. . . 
. ._,.  . , ,  

. .  _ , . .  2 . .  

. .  

13. ' The  crisis  will  report,edly  force  adJustrnents~  in  the 
Soviet  national  budget  and  economies  ar.e  already being applied 
in all sectors.  Up  to $24 billion  is  reported  to:have been 
transferred  to  the  agricultural  budget. 

' - .  
: 

. . ., 
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14. Port  facilities  will be severely  burdened  as  they 
attempt  to  cope  with  grain  shipments from the  West. In the  port 
of Odessa  alone,  for  example, 2% tim2s  the  amount  of  grain  was 
handled  in  September  last as was  handled f o r  the  whole  of 1971. 
Similar  problems a re  envisaged in the  case of the  railway 
system;  shortages  of  rolling  stock  and  storage  facilities  are 
anticipated. 

1 5 *  The  ambitious  agricultural  aims of the  Soviet 
Government  are m important  part of their  programme  to  raise 
Soviet  standards of living,  and  must  have  aroused  some  Esonsumer 
expectations.  Clearly,  the  Government  is  determined  to  avoid 
bread  shortages  this  winter;  but  the  import of feed  grains 
indicates  that  they  are  not  prepared  to defer unduly  their p l a n  
to  achieve  substantial  improvenents to the  Soviet  diet  by 1975. 

Polish  workers'  protests of Decenber 1970 which  had a broad 
economic  impact.  It  must  be  assumed  that  the  Soviet  leadership 
will  make  every  effort  through  extensive  imports of gra in  and 
cattle feed to forestall  such an eventuality. 

17. Although  no  mention  has  yet been made  publicly  by 
Moscow of its  Western  grain  deals,  the  scale of the  purchases  is 
a tacit  admission  of  failure in a sector of the  economy in which 
the  present  Soviet  leadership  have  always  felt  particularly 
vulnerable.  They  have  now been forced  to  allocate  even  more 
resources - and in hard currency - to agriculture and this  will 
affect  investment  policy  in  other  sectors of the  economy. 

16. Presumably  the  Soviet  leaders  have  not  forgotten  the 
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