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USSR:
Good Grain Crop
Cuts Import Needs 1

With the 1985 crop scason in the USSR now coming to a close, it appears
likely that Moscow will produce some 200 million tons of grain, 20 million
tons above last year's estimated output and the best grain harvest since the
1978 record of 237 million tons. Prospects arc also good that the
production of forages—a major livestock feed—will reach an alltime high,
providing the basis for further growth in livestock production. As a result,
»ls_bcligvc that total agricultural output in 1985 will sct a new record.

This favorable outlook means that Moscow would nced to import only
about 25-30 million tons of grain during the marketing year that began on
1 July—far short of the record 53 million tons imported last year—to meet
its estimated domestic grain requirements. Having already lined up about
12-13 million tons by the end of Scptember, the USSR should face few, if
any, financial or logistic constraints covering the balance of the deficit.
Because of the many variables detcrmining Soviet grain-buying policy,
however, we cannot yet rule out larger purchascs. Moscow could take

-advantage of a buycrs' market-to import above-minimum levels and

thereby expand meat production beyond plan or add grain to stocks.

The USSR’s potentially best overall agricultural year ever carries with it
somc favorable implications for General Secretary Gorbachev. The drop in
per capita food supplies that occurred in 1984 should be remedied this
year, giving new momentum to the Food Program. Morc quality food on
Sovicet tables almost certainly would boost worker morale and productivity,
providing an immediatc growth dividend to the overall cconomy. In
additicn. the possibitity of a cutbazk in grain imports of un to SO nercent
from last year mecans that Moscow could save as much as $2.5-3 billion in
hard currency outlays, thereby casing the negative repercussions from an
cxpected downturn in hard currency carnings this ycar. For example.
Moscow should now be in a position to make fewer cuts in imports of badly
need~4 tjrgh-lcchnology goods than otherwise would have been nccessary.

The prospect of a sizable drop in Soviet grain imports this marketing ycar
also suggests that US sales to the USSR may plunge by more than 50 per-
cent from last year's record of some 22 million tons. Indced, Moscow has
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purchased only 2.7 million tons of US corn, in contrast to last ycar at this
time when it had already lined up more than 12 million tons of both wheat
and corn. While some additional corn purchases are likely in the near term,
the Soviets could remain out of the US wheat market for several more
months given the global exportable surplus of wheat. Such action, however,
could cause US wheat prices £.0.b. Gulf ports—already at their lowest level
in scven years—to decline even further. I :




Contents.

Sl

Key Judgments

{ntroduction

Grain Crop Devclopments

Remaining Uncertaintics

Mixed Prospects for Other Crops

Sovict Grain Requircments and Imports

The Need for Grain

Slack Grain Buying Acuvity

Implications

Appendix

USSR: 1985 Prospects for Major Nongrain Crops

Ne.




Yiclds. Late Scptember 1985

t Grain

X1y

atcd Sov

EAST SIBERIA

nion
WEST SIBERIA

Py Bt Botd ot St S vt o
ot et & L o, ot s
CENTRAZL ASIA

tu

e

‘ASov

vi

ted yleld e

ima

Below nvc(afc )
. seew scy-wes VOUNGATY

{

B Above evetage

1 Average

C




USSR:
Good Grain Crop
Cuts Import Needs

Introduction

Following a record year in 1983, total Sovict agricul-
tural production declined slightly in 1984 but was still
the sccond-best performance cver. A key factor in the
downturn was our estimate of an 8-percent drop in the
grain harvest (about 15 percent of the value of overall
agricultural output) to 180 million tons. On the
positive side, the production of meat, milk, cggs, and
vegetables rcached new highs, while forage output
was sccond only to the previous year's record. In
addition, the sugar beet and potato harvests posted
their best showings since 1978 and 1979, respectively.

Last ycar's good agricultural performance notwith-
standing, Moscow lost ground on two key goals of the
Food Program—improving food supplies while reduc-
ing hard currency expenditures for imports of West-
ern farm products. We estimate per capita availability
of all farm products in 1984 fell by 2 percent while
meat availability was about flat. This occurred largely
because production growth was not sufficient to com-
pensate for both the increase in the Soviet population
‘and a decline in meat imports. As for hard currency
outlays, the bill for imported farm products last year
jumped 4 percent to 6.6 billion, reflecting record
grain purchases.

Dascd on the performance cf the agricultural secter
thus far, we believe that total 1985 output will surpass
the previous record sct in 1983.* This year's expected
growth of some 4 percent is predicated on our esti-
mate of continued growth in the livestock scctor
arising {rom a grain crop of 200 millinn tor.. and
prospects for a record forage harves. 1 major live-
stock feed. Livestock accounts for more than half the
total value of agricultural output.

* Estimatcs of the valuc of total agricultural production arc derived
from the gross output of crops and livestock products. fess feod,
sced. and wastc, using 1970 average realized priccs.

Sovict agricultural policy under the new leadership of
Mikhail Gorbachev appears to be basically in kecping
with that of his three predecessors. The General
Secrelary's public statements indicate that he contin-
ues to endorse the Food Program—which he played a
key role in formulating—and strongly supports:

« Reorganization of farm labor into small, semiauton-
omous units that operate on the basis of contracts
with state and collective farms and that are paid
according to what they produce.

Self-financing—a system whereby farms (inance
operations out of carnings—as a means of improv-
ing managerial accountability and initiative and
farm productivity.

Private agriculture, recognizing that this sector
provides substantial quantities of quality foods, such
as meat, vegetables, and fruit—albeit with the help
of state resources. \

Gorbachev's one major departurc from past policy is
his push to shift resources away from direct invest-
ment in farms, such as the construction of large-scale
livestock complexes, toward development of the rural
infrastructure (storage, transportation, and housing)
and supporting industries, particularly agricultural
machine building. Recognizing that better storage
facilities and transportation could reduce considerably
the enormous waste and spoilage of Sovict agricultur-
3l nradycte, Garhachev has made it clear that some
shifting of investment funds will be included in the
forthcoming five-year plan for the 1986-90 period.

]

Although by no means assured, implementation of

these measures, combined with what we anticipate
will be increasing imports of Western farm technology
and cquipment, could markedly improve the USSR's
crop and livestock production and thus bring more



Table 1 - - g
USSR: Grain Production * ;

L [
--1976-80

Million metric Tons™ -

_Average
Toul-
By republic -
'RSFSR
. Ukaine 77
| e
" Other
Bycrop o
Wheat 997
__ Coarsc« 951
Other ¢ 102 0

* Mcasured in bunker weight, that is. gross output from the
i combine, which includes excess moisture, unripe and damaged
{ kernels, weed sceds, and other trash. For comparison with US or

other countrics® grain output, an average discount of 11 percent
should be applied.

* The USSR has not published overall grain production or yicld
statistics since 1980. Total grain production in 1981 was unofTicial-
ly reported at 158 million tons. Data for Kazakhstan for 1981 and
1982 are official. All other figures represent our estimates.

« Coarsc grain comprises rye, barlcy, oats. corn, and millet.

¢ Other grains include pulses, buckwheat, and :ice.

food 10 Soviet tables. The potential gains, however,
would be several years in the making and would be
dampened by more fundamental problems plaguing
Soviet agriculture. For cxample, farms will continue
to lace chronic shortages of agrochemicals and cquip-
ment, low labor productivity, and hiet ~roduction
costs for the foresecable luture.

Grain Crop Developments

With the crop scason in the USSR now cntering the
final stages, we belicve that Moscow is headed for its
best grain harvest in six vears. Prospects for well-
above-average grain viclds have been partly offset.
however, by the fsct that the arca sown o grain this
vear is the smallest in more than a decade. As a
result, given normal weather for the rest of the scason.
the 1983 Sovict grun crop is likely 10 be abaut 200
milion tons, 20 milliven tons larger than both last

year’s estimated output and the cstimated avcrage for
1980-84, but well below the 1978 secord of 237
million tons.? The US Department of Agriculture
currently forecasts the crop at 190 million tons.
Estimates by other Western grain analvers range from
180 million to 200 million tons. * -

The 1985 crop season got off (0 2 g00d start last {all.
According to data released by the USSR s Central
Statistical Administration (CSA), the arca sown (o
winter grains was up slightly from the previous year.

‘ The 200-million-ton figurc is our best estimate of the 1985 Sovict
grain crop, but onc that is subject 10 crror. Oa the basis of vur
analysis of best and worst casc scenacios. there is a 90-percem
probability that the crop will come in between 190 million and 210
million tons, and a 7$-percent ch=- -~ *Sag it will range between 198
mitlion and 20$ million ton:

]



Mcteorological data and satellitc imagery indicated
that prewinter crop development was good everywhere
cxcept in the southern Volga Valley and in arcas
adjacent to the Black Sca, where dry soil conditions
causcd poor germination. Despite severe tempera-
tures, we believe that a protective snowcover kept
winterkill below average. Winter grains—sown mostly
in.the European USSR in the fall for harvest the
following summer—normally account for about one-
third of total Sovicet grain production ~

Overall crop prospects have remained bright this
spring and summer. Despite initial delays of two to
three weeks, planting of spring grains—sown in April
and May, and harvested in late summer and fall—was
completed largely on time, according to CSA data.
Crop vigor during the critical flowering period, as
viewed on Landsat imagery, was generally good to
excellent across the majority of the Sovict grain belt.?
In the southern Europecan USSR, namely the
Ukraine, North Caucasus, and parts of the Volga,
Central Black Earth, and Central regions, this favor-
able outlook was confirmed by E ’
) who traveled there £

«J Analysis of the amount of postharvest straw
residue ) corrob-
orales evidence trom carlier Landsat imagery that
grain yiclds may well reach record levels in the
western Ukraine and parts of the Central and Volga
Vyatka regions. [n addition, production of chemical
fertilizers during January-May was up 3 percent over
the corresponding period last year. Given adequate
moisture, properly applied fertilizer is the single most
important factor in raising Soviel grain yiclds.

There have been some developments, however, which
we believe cut the potential size of this year's grain
crop by some 25 million tons. Most damaging were
scveral bouts of adverse weather, but continuation of
the downward trend in total grain hectarage—begun
in the late 1970s—also contributed:

« In the Volga Valley and North Caucasus. below-
normal precipitation from last fall through this

* Flowcring 1s the stage of crop development when mazimum
potential grain yields are determines’

spring coupled with drought conditions in May
caused estimated losscs of about 10 million tons. A
small part of this damage was recouped in Junc.
when rainfall in the affected arcas rcached record
fevels.

« We believe that hot, dry weather during the flirst
half of May in the central Ukraine cut output of
winter grains—then acaring the flowering stage-—
by morc than a million tons.

« An cstimated 6 million tons of grain were lost in
Kazakhstan following intermittent sukhovey condi-
tions (hot, dry winds) from mid-Junc through carly
July.

Analysis of late August Landsat imagery indicates
that this year's corn crop probably was reduced by
about 1.5 million tons (11 percent) after being hit oy
two sukhoveys carlicr in the month, when many
plants were in the vulnerable pollination stage.

Based on Sovict midyear economic data, we esti-
malce that the {inal harvested grain arca will total
only 119 million hectares, the smallest since 1972
and 4 million hectares less than the average of the
past {ive years.! Assuming average yields, such a
decrease in hectarage produces a loss of some 6
million tons of potential grain production.

- . . . s A

We estimate that, since the record grain harvest in
1978, the combination of 2dverse weather and declin-
ing grain hectarage has cost Moscow an average of
roughly 55 militon tons of potential grain output
annually

Remaining Uncertainties

. Although all available evidence thus far suggests that

the 1985 Sovict grain crop will be the largest since the
record year of 1978, there remains some uncertainty
regarding its exact size. In the unlikely cvent that

* The cutback in grain area appears 1o be a consequence of
Moscow’s policy to greatly caparnd the amount of arable land put
in10 fallow. Between 1977 and 1984, the harvested grain area of the
USSR declined steadily from 2 record high of 130.4 million
hectares 10 119.6 million. while fallow increased from 11.7 milhion
hectares to 20.1 millior
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excessive rainfall occurs during the final few wecks of
the harvest campaign, combining opcrations could be
scriously hampered, Icading to losscs in both grain
quantity and quality. Morcover, becausc the harvest is
rugning about onc weck late, slightly more grain than
notmal would be lost if an carly snowfall precluded its
completion. The latest Sovict harvest progress report
indicates that a maximum of some 10 million tons of
grain arc at risk -

Other factors could boost this ycar's grain production
above 200 million tons, perhaps by as much as 10
million tons. We estimate that the amount of grain
growing on land that was previously fallow increased
again this ycar, continuing the upward trend begun in
the late 1970s. Although fallowing sacrifices produc-
tion in the ycar in which the land is idled, it usually
results in higher, more stable yiclds in subscquent
years as long as the fallowed hectarage is maintained
in the crop rotation schedule

In addition, Moscow almost certainly will realize
some benefit from a large-scale program in intensive
wheat cultivation that is being undertaken on some 17
million hectares—nearly 1S percent of the arca sown
to grain. According ¢ E i

:Soviet-press reports, Moscow nas purchased large

amounts of Western insccticides, herbicides, and fun-
gicides in an attempt to raisc average wheat yiclds by
1 ton per hectare on the intensively cultivated area in
the RSFSR, Kazakhstan, and the Ukraine. Because
of the experimental nature of the program, we have
been very conscrvative in incorporating potential
gains into our 200-million-ton figure. We believe that
problems with deliveries of the chemicals to farms and
with ficld applications will hold this year's results well
below the planned increase of 16-18 million tons. But
cven so. we judge that sizable gains of S million tons
or morc arc possible because many of the test arcas
cxperienced favorable growing conditions this year.

Mixed Prospects for Other Crops

Current prospects for the major nongratn crops in the
Sovict Union—sunflowers, sugar beets, vegetables.,
potatoes. and cotton—arce mixed. We estimate above-
average harvests of sugar beets, vegetables, and pota-
toes this vear. Output of sunflowers and cotion should

)

Table 2
USSR: Nongrain Crops

CYied

Atca ‘ Productis;\ ‘
{million (quintals (million

| hectares] per hectare] _metric tons)
Seaflowers o
1980-84 aversge 43 s e T
983 4y s st
1984 43 s s
mximalc _4_!__ ) H_.S_ ~4_.7_ T
Sugar beets o . :_—'
1980-84 average 3.6 . 2140 X
1983 35 234.0 818
1984 35_ 260 853
1985 estimate X S420 a0
Vegetables e
1980-84 average 18 1590 X
1983 T 18 1sl0 295
1984 s 1700 s
1985 cstimate 18 1610 295
Potxtocs '
Wsra.vc:;g: i “_— _6—9
1983 69
1986 69
1985 cstimate 69
Cottea
1980-84 average 32
1983 3.2
1984 ¥
1985 cstimate 14

rebound from poor showings in 1984, but the sunllow-
cr crop is still likely to be below the average of the
past {ive ycars, and only average cotton production is
cxpected

* For 2 more detaiied discussion of these crops. sce appendix A (U}
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The Sovict “farensive Technology ™ I'ffort

The USSR has undertaken a niassive experime.aal
program in inicnsive wheat production this ye~r.
[ntensive technology as dcfined by the Soviets in-
cludes many farm management practices performied
routinely in the West. These include using high-yicld,
lodge resistant varieties: proper placcment of hearty.,
clean sced: integrated pest management; planting
where possible following fallow: working out efficient
transportation routes and schedules; and the use of
agrochemicals, including fertilizers, plant growth reg-
ulators, and pesticides. The program commenced in
1984 on sclected test sites in the Ukraine, North
Caucasus, and Central Chernozem region. This year,
according to Soviet press reports, it was expanded
geographically to include Kazakhstan and West Sibe-
ria, and the technology was applied to 6.4 million
hectares of winter wheat and 10.5 million hectares of
spring wheat. Preliminary results have been impres-
sive, with intensively cultivated fields reportedly
yielding as much as one and onc-half 10 two times
more grain than those grown by traditional Soviet
methods

Despite the potential benefits of the program—as
outlined in numerous training seminars conducted
recently for Soviet farmers—the transition to this
high input form of grain production has not been
smooth. Many farm managers, unconvinced of the

merits of intens{fication, have storicwalled its imple-
memtation, according to Sovict press rrp(;lx, Fven f
this probleni is overcome. it is not yct clear whether
the Sovicts will be able to manage the inputs cffi-
cicntly enough to assure a large net gain over the long
term. Sovicl technical Journals indicate that much of
the equipment in use is not designed 10 apply the
agrochemicals properly. and perenrial transportation
problems have cither prevented delivery of maicrials
altugether, or delayed their arrival past the time of
optimal application. .

Nevertheless, the Soviet leadership. including Gener-
al Secretary Gorbachev, has cndorsed the intensifica-
tion effort and plans a sizable expansion of the
program over the next few years. In a recent speech
given at an economic conference in Tselinograd Ob-
last, Gorbachev stated that some 35 million hectares
af grain crops, including 4 million hectares of corn
and the remainder mostly wheat, will be cultivated in
1986 with the use of “intensive technological proces-
ses.” He also said that these processes would em-
brace no less than 60 million hectares “in the very
near future.” /'illhough Moscow has serious problems
to overcome {f the program is ever to approach its full
potential, Soviet grbin production undoubtedly will
benefit from such expansion

By comparison. the outlook for sclected forages—hay,
haylage, silage, and grassmeal—is excellent. Accord-
ing to CSA data, forage procurcments as of late
September were'running S percent ahead of the
record 1983 pacc. overcoming a gap of ncarly 30
pcrcent that existed in cariyy July. Given this perform-
ance, we believe that, unless the weather deteriorates
markedly in the coming wecks. forage production will
set a new record this year. Since harvested forages in
the USSR comprisc slightly more than onc-half of the
autricnt content of the livestock ration. the outiook for

fced supplics 1s very goo

Soviet Grain Requirements and Imports

The Need for Grain. A much-improved grain crop this
year, coupled with Moscow's apparent success in
restraining growth in the usc of grain for livestock
feed and prospects for a record forage crop, means
that Soviet grain import needs during the marketing
year (MY) that began on | July will be down sharply
from a year ago. During MY 1984/85 (1 July 1984~
30 Junc 1985), the USSR imported roughly 53 mitlion



Figure 3~ Tan 5
USSR: Cumulative Procurements of :
Selected Harvested Forages, 1980-85* :

S

Grasaxcal
1

Siluge
24 ]
&0

Huvlage
44

Hay

0 198034 ) x4 x5

*As o 1) Seprcenher
P Onc Libhogram of ferd vnds ctatains the mutecnt wmscnt of | Lihgeam of e

—

tons of grain, a new record. Assuming a 200-million-
ton grain harvest this year, Moscow would be only
some 25-30 million tons short of the quantity of grain
we belicve necessary to maintain recent levels of seed,
food, and industrial use, and to sustain growth in meat
2nd dairy products.® This figure could be somewhat
less if livestock feeding efficiencies ~rntinue to im-
prove, as we belicve tike

The USSR's need for grain imports is determined
largely by the size of the domestic grain and forage
crops and decisions regarding the output of livestock

* Because the USSR measures grain production {rom the ficd
beflore cleaning and drying. our bunker-weight estimatce of output
must be reduced by an average of 1t percent to be comparable with
the international standard weight measure for sced. food, imports,
2nd other items. The discount varics according 1o moisture condi-
tions before and during harvest and accoeding 10 crop size and thus
cz2n become cither larger or smaller than avcrage as the scason
advances Our current estimates indicate 2 standard-weight crop of
r=ughly 180 million tons (given a bunker-weight crop of 200 mit
tonst and consumption nceds of about 205-210 million to-

\
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Figure 4 o - - -
Grain Exports to the USSR, 1976/77—1984/85
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products. Sovict data published earlicr this year con-
firmed that, while continued growth was cxpected, the
original ambitious 1985 targets for meat and milk
production were revised downward, thereby culling
Moscow's estimated prain requirements by some 4-5
million tons :

Moscow’s policy regarding domestic grain stockpiles
can also affect the amounts of grain it imports
annually. Our estimates of the 1984 grain crop and of
MY 1984/85 grain imports and usage indicate that
some 5-10 million tons of grain probably were added
to stocks last year. The last major addition to grain
stocks occurred following the record grain crop in

" Sovict meat production this ycar s now targeted at 17 million
tons, down from the 18.2-million-ton figure outlined in the Food
Program uavcilod in 1982, Milk output is to tcach 99.5 « ™
tons, compared with the original roal of 102 million to-




Estimating Sovies Grain

/\"('quu’('lncnls

Just as our.estimate of Soviet grain production (s
subject 10 uncertainty at this point in the crop scason,
50 is our cstimate of Soviet grain requirements,
especially the amount of grain needed for livestock
feed. Our estimates of grain quantitics required for
sced. food. industrial purposes. and export have been
Sairly reliable. Estimates of grain for feed are based
on Soviet literature defining the amounts of grain and
roughages needed to produce planned levels of meat
and other livestock products, as well as to support
growth in livestock herds. Such estimates assunte.
therefore, that the mix of feed docs not change

Qur understanding of the linkages berween feed in-
puts and livestock output, however, is constrained
significantly by the paucity of published data for the
current year. Moreover, because Soviet feed rations
are deficient in protein and other important nutrients,
Western practices ~annot be used to cstimate feed
requirements -

We know that the mix of feed also changed somewhat
during 1980-84. The leodership’s campaign 1o cut the
inefficient usc of costly grain and 10 increase produc-
tion of harvested forages succeeded in lowering the
share of grain in the total feed ration from about 30
percent in 1980 to about 28 percent in 1984. This in
turn led to a more efficient use of feed as well as
improved animal productivity—more meat and milk
per animal. Should this trend continue—a possible
scenariv given the excellent outlook for forage pro-
duction—our calculation of the amount of grain
needed for feed this crop vear would k=~ <30 high,
perhaps by several million ton.

197%. Our calculations suggest that most of those
“es were withdrawa during the 1979-82 period.

Al the same timc. onc uf the chicf aims of the Food
Program  tsunched by Brezhnev in 1982 and sirong-
I supported by Gorbachev -1¢ to reduce imports of
Westera Girm products, and this can scrve as 3 force

o hotd down imperts of graim. The leadership, how-
c'vﬂ‘ is not hively to let the forward mmncnmn{
pencrated over the past few yeas in the livestock
ccctor slow. Gorbachev clearly lcco'gniz_csThc nced (or
increased labor productivity throughout the cconomy

~and sces improved food supplics as an important

factor in achicving that goal. Thus, we believe that
Sovict grain imposts during MY 1985/86 will not fall
below estimated nceds

Slack Grain Buying Activity. Sovicl grain purchascs
thus far in MY 1985/86 arc running well behind last
year's record pace. By the ead of Scptember, Mcscow
had lined up only some 12-13 million tons of grairn for
shipment during the current marketing year, com-
pared with about 24 million tons a year ago. Morc-
over, the USSR reportedly has bought only 2.7 mil-
lion tons of US corn, in marked contrast to last ycar
at this time when tptal purchases from the United
States alrcady stood at more than 12 million tons of
both wheat and corn. Moscow's abstention from the
US wheat market comes despite high-level Soviet
assurances given to Agricalture Sccretary Block in
latc August that it would buy the remaining 1.1
million tons of wheat called for under the US-USSR

-grain agreemenl before 1 October. As a result, Mos-

cow is now no longer in strict compliance with the
terms of the sccond year of the accord

The USSR's reduced grain-buying activity probably
reflects more than just lower import requircments.
World grain markcls arc soft—prices arc at their
lowest fevel in several years, and cxperters arc 2nxious
10 scll off burdensome stocks—thus putting Moscow
in a good bargaining position. Moscow's ability to
play the market is somewhat limited, however, by
various Long-Term Grain Agrecements (LTA) and
protocols with the United States, Canada, Argentina,
France, Brazil, and Eastern Europe that commit the
USSR 0 by «~me~ 20-23 million tons of grain in MY
1985/86

‘ Racent actions indicaic that Moscow may be rcadjusting its
thinking oa LTAs in kght of the growing compctitivencst of world
grain mackets and its own long-term hard currency outiook for
cramplc, in acgoliations with Argentina, which s compcting for 2
larger sharc of the So=* - **+= Moscow has resisted pressurc 10
(ncreasc commitment



The slow buying to date does not necessarily mean
that total Sovict grain imports during MY 1985/86

will fall (o the 25- to 30-million-ton minimum implicd’

by estimated domestic nceds. Purchascs of this magni-
tude are already virtually assured because of LTAs
and rccent trading paticras that suggest the Sovicts
probably will buy another 6 million tons of grain
outside LTA obligations {rom countrics such as Ar-
gentina, Australia, France, India, and China. Howcv-
cr, given the favorable market situation for grain
buyers, Moscow could choose to import cven larger
amounts of grain and thereby expand the livestock
sector beyond plan or add more grain to stocks. Even
5o, estimates of up to 41 million tons by grain traders,
who generally see a somewhat smaller Soviet grain
crop, appear in our view, to be on the high side at this
time

The USSR should encounter few constraints—<ither
financial or logistic—importing the amount of grain it
needs this marketing year. Although hard currency
carnings probably will be down about 10 pcreent as a
result of lower oil and gas revenues, Moscow may be
able to offsct part of these losses through increased
cxports of gold, diamonds, and platinum. In addition,
world grain prices are soft, Western credits and loans
are readily available, and grain imports from India
and China—perhaps 2-3 million tons—are largely on
a barter basis.' As for logistics, the massive grain
import program in MY 1984/85 proved that the
Soviets have greatly reduced the transportation bot-
.tlenecks that previeusly curtailed grain shipments to
the USSR | =

)
Implications
The prospect of a sizable drop in Sovict grain imports
during the current marketing year means that US
sales to the USSR will fall well below the record 22.3
million tons exported in MY 1984/85. While some
additional Soviet purchases of US corn are likely in
the ncar term, Moscow could remain out of the US
wheat market for scveral more months given the large
global supplies of exportable wheat If so, US wheat
orices {.0.v. Gulf ports—alrcady at their lowest level

* The USSR is trying to cxpand its soft cucrency os barter graia
trade with thase 1wo countrics, but ncither === ~¢ e " guarantee
long-term availability of exportable grair

since 1978 in nominal terms {not adjusted fog infla-
tion) and since the carly 1930s when adjt;glc'a for
inflation—could dccqug further. Morcover. total US
corn cxports during the markcling ycar could be
adversely affected should Moscow begin substituting
fow-priced wheat—{rom the United States or other
exporters—for corr.

On the Sovict domestic front, the USSR's potentially -
best agricultural year ever means that the drop in per
capita food supplies that occurred in 1984 should be
remedied this year. Performance of the livestock
scctor through August indicates that the revised 1985
targets for livestock production may well be exceeded
because of the better-than-expected feed situation.
QOutput of both milk and eggs is running 2 percent
ahead of last year. Morcover, domestic meat produc-
tion—stimulated in part by the good grain and forage
crops—<could reach a record 17.3 million tors this
year, and Soviet meat-purchasing activily to date
suggests that imports may cqual the 1983 high of
nearly a million tons. Under these circumstances, per
canitz —eat availability would go up about 2 percent.

The good showing of the agricultural sector also
carries with it some favorable political and cconomic
implications for General Sccretary Gorbachev. This
ycar's good crop performance will give new momen-
tum to the Food Program, thercby restoring credibil-
ity to the leadership’s commitment to improving the
consumer's diect. More quality food on Sovict tables
aimost certainly would boost worker morale and
productivity, providing an immediatc growth dividend
to the overall economy. Sizable bencfits over the long
term, however, will depend partly on continued suc-
cess in the farm scctor, a situation that is by no means
certain. Meanwhile, the potential for a cutback in
grain imports of up to 50 percent from a year ago
means that the USSR could save as much as $2.5-3
billion in hard currency outlays. Such savings would
help case the negative repercussions from the expect-
cd downturn in hard currency carnings this ycar. For
cxample, Moscow should now be in a position to make
fewer cuts in imports of badly necded high-technology
cnads than otherwise would have been necessary.

(REVERSE BLANK)
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Appendix

USSR: 1985 Prospects {or
Major Noagrain Crops -
S R

Prospects for the major nongrain crops in‘the Sovict
Union—sun{lowers, sugar bects, po(élocs ‘vegetables,
and colton—arc mixed as of carly Scp(cmbcr ‘We
estimate that production of sugar bcc(s vcgctablcs
and potatocs will be above the avcragc of 1hc past five
years. The sunflower and cotton crops should fare
somewhat better than last year's poornharvcsts but we
cxpect sunflower production to be slightly below
average, and cottor ~*nut t orobably will rebound only
to avcragc levels 1

Sunflowers

We cstimate the 1985 sunflower harvest in the USSR
at 4.7 million tons, a slight improvement over last
ycar's output of 4.5 million tons but below the 1980-
84 avcrage of 4.8 million tons. Increascd plantings of
improved varictics coupled with better cultivation
techniques should boost output despitc some problems
causcd by adverse weather and a decreasc in total
sown arca. Cool summer temperaturcs and above-
normal precipitation in the Ukraine were conducive to
plant discase, while sukhovey conditions in carly and
mid-August cut yields in the North Caucasus. The
Sovicts, however, increased the area of sunflowers
cultivated undcr industrial technology and tripled to
1.5 million hectlares the arca occupiced by discase-
resistant hybrids, according 10 Soviet press reports.

Sugar Beets

Sugar becet producticn this year in the Sovict Union is
likely to be about 84 million tons, ncar the
85-million-ton crop harvested in 1984, and considera-
bly above the average of the past five yecars of about
76 million tons. Adequatce precipitation, the abscnce
of cxtreme temperatures, and more cxtensive applica-
tion of improved cultivation techniques favor good
vields in most arcas. However, {ollowine 2 recant mp
throueh naree ~alohe Ukraine, the

C jrcpor(cd that, despite good top
growth_ local farmers were gencerally “dissapointed™

in the size of harvested beets. The Ukraine normally
accounts for over half of the USSR's sugar beet
outpu*

Potatocs

We anticipate a good potato harvest this yecar of some
84 million tons, well above the 77-million-ton average
for 1980-84 but below last year's output of about 86
million tons. The weather has been generally favor-
able in the Europcan USSR —the principal potato-
growing region of the country—with mild tempera-
turcs and sufficicnt rains. Neverthcless, excessively
wet soil conditions during Junc and July in parts of
Belorussia, the Central Black Earth and Volga Vyat-
ka rcgions, and the Ukraine almost certainly reduced
potential yiclds somewhat. "«

Vegetables

Because of good precipitation and generally mild
summer temperatures in the key producing arcas of
the Ukraine and the RSFSR, wc cstimate 1985
vegetable production in the USSR to be 29.5 million
tons. A crop of this sizc would be slightly above
average but would {all short of the 1984 record of
3.5 million tons. Preliminary harvest reports collect-
cd by the US agricultural attache in Moscow also
suee~<t a downturn in production from a ycar ago.

Cotton

We belicve that 1985 production of raw cotton will
total 9.3 million tons, significantly larger than last
ycar's 8.6 million tons, but still only equal to the
1980-84 average. We attnibutce the cxpected growth in
output 1o both better yicld prospects as well as a
record sown arca—cstimated 1o be 3.4 million hect-
ares. According 1o Soviel press reports, planted arca
was increased in Uzbekistan and Turkmenistan—the
two largest produccers. Sowing this ycar was dclayed



Jeghtly by a late spoimy, but favereble weather sulve-
quently pramoted povd crop gernumation and devciop.
ment. The absence of cxtremely bt tamperaturcs
during the critical stage of boll formetion - the main
causc of last ‘)‘cnr‘s poot harvest  auvgurs well for
higher yiclds. Even so, increasing salinity levels in the
soul, resulting from pone terigation practices, arce likcly
to hold down yields. (



