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| ' "Hard Currency R |
REFERENCE ~  : -Working Group on Food and Agriculture
S . !l policy, Meeting of 4 April, and the

i S ‘Domestic Sugar
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|'Need to Develop a
"/ Policy SRR

i
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1. Despite official denials, evidence is mounting
that the USSR is buying substantial quantities of raw
sugar from Cuba for: hard currency. According
% — * *— the USSR paid Cuba US $3 ion

or an unknown quantity of sugar at the end of March.
At the current world price of $.08, this would be close
to 170,000 tons or 35 percent of the reported 480,000
tons to be bought for hard currency. ~(See our NID
article of 1:April, attached.) Purchases for hard
currency are in addition to the on-account quantities
detgrmined by the USSR/Cuban trade protocol on a yearly
basis. R | , Y

" 2. These hard-currency purchases combined with
the 2.9 million tons scheduled for delivery under the
protocol and estimated domestic sugar production of
9.0-9.1 million tons will provide the USSR with roughly
800,000 tons in excess or estimated domestic con-
sumption. .We judge the bulk of this sugar will be used
to rebuild internal stocks, sharply depleted by two
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cbnsecutibeEyearssai;idwfdomégfic oroduction. Imoorts
in 1976 and 1977 were not sufficient to allow normal -
“inventcry maintenance. C o - :

»ui;ﬁ\,3;iAdn%£he?6£ﬁéi hand, ihe USSR hzs negotiated an
‘export quota of 500,000 tons under the new Inter-

' national Sugar Agreement (ISA) and conceivably could

.meet iti  Current larce supplies of sugar, however,
‘'suggest . developing new markets will bLe difficult short
of selling below the already depressed world price.
-~ 8ince 1972, Moscow Las exported between 50,000 tons and
100,000 tons of 'refined sugar annually to countries such
' as Pinland, Afghanistan, Mongolia, and Vietram, markets
- that are not likely to expand. Furthermore, we think
it unlikely the USSR will discount sugar prices from
. current levels simply to boost exports to the ISA limit,
‘ : TR ! . .

774, As noted in our NID article, the USSR is in-

. creasing its support of the Cuban economy this year to

compensate for Havana's continued hard currency shortage.
Given the present glut of sugar on the world market, :
Havana is undoubtedly having extreme difficulty finding
hard currency markets for its sugar -- which normally
accounts for about 70 percent of total hard currency .
‘earnings. Moreover, a continued Cuban inability to
£find markets for its revised 2.0 million tons export
‘quota under the new ISA could place this quota in

" Jeopardy when these quotas come up for revision in
‘three years. Recent reports|that Havana is postponing
sugar deliveries for soft currencies to East European
‘countries to meet :its hard currency contracts with the
' USSR underscore the immediacy of the Cuban situation.

L A :
I

" Attachment . |
As stated: =~ .

-2-

’_Nf\f PRICACANE TA




USSR-Cuba." Economlc Sup ort

The USSR and East Exropean coun-
. tries are increasing thelr cupport of the
" Cubsn economy this year to compen-
sste for Havana’s continued hard

currency shortage and, perhaps, to .
show support for Cuba’s activist .

policles in Africa. The information we
Rare 30 far, however, Is not sufficiently
~ firm to conclude that Havana is being

1::_;@‘::1 for its African activities,
omic support for Cuba will

rise substantiaily in 1978 to the equivalent

From Page 1
at the world price of about 8 cents a
pound.

Moscow, morcover, has apparently
assured the Cubans that it will meet their
petroleum requirements through 1980 at
an’ essentially fixed price of about $7.25
per. barrel, or slightly over half the
prevailing world rate. Lastly, the USSR
Rhas agreed, again with some reluctance, to
Increase deliveries of selected transports-
.tion equipment and semimanufactured

goods. Cuba has been forced to cut back

on such imparts from the West because of
decreased hard currency earnings, - I

Moves by the East Eurcpean countries, -

- with the exception of Romania, to expand

- commercial relations with ve
P T —
ficial as an “increase gn aid. _

expansion includes an across-the-board

rise in purchases of Cuban sugsr at over -
twice the world price. This in turn will -
enable Havana (o increase its purchases .

from East European countries of imm
formerly bought in the West,
The East European decision to buy
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of at least $1.8 billion in :uur and
petroleum subsidies—some 10 percent

the 1975 level when large-scale price sub-
sidization first began. Moscow apparently
has -eluctantly sgreed to increase its -

~ more than in 1977 and nearly three times -

purchases of Cuban sugar to 2.9 million .

tons-—=200,000 tons over the planned

. level—at about four tim=s the world price.

The Soviets, despite official denials, are

also reported to be buying an additional

480,000 tons of sugar with hard currency
(See USSR-Cuba. . .Page 2)

more Cuban sugar at an inflated price will
result in a sudbsidy equivalent to $150

million. Severai East European
ave
LEW‘WWIE

. Europe's improved sugar supplies and its

‘maintenance of export prices for Cuba at’

1975 levels. The |

. .Qﬂ Havana has been critical of
' uba of machinery that could

be sold in the West for badly necded hard

cumncy
‘Much of the increased aid takes the
l’om of the usual programmed assistance

" 'simed at lubtlizmg Cuban foreign ex-

duugc earnir.gs. For example, Cuba's in-
‘tegration into the Council for Economic‘

; Mutual Assistance and the coordination

of the CEMA members® 1976-80 five-year
‘plans previded Havana with a guaranteed
market and a stable price for & large por- j

tion of its sugar expom. Havana was also

assured stable pnea for its imports from

CEMA,

. Under lho'” mmtly umduded luter-
uuoul Sugar Agroement, the USSR

port 500,000 tons and 75,000 tons of sugar
respectively to the world market. Given
the oversupply of sugar on the world
market, they may have considerable dif-
ficulty making sales for hard currency.
The unprecedented magritude of Soviet
and, to a lesser degree, East European
largess suggests that Cuba's large-scale
support of Soviet policy interests ia
'Africa may have been ¢ factor.
Accelerated purchases of Cuban sugar by
CEMA countries are surprising, given

* these countries’ sharply higher supplies

and the poor prospects fcr Soviet and

. East German reexports.

The USSR's assurances to Cuba of
adequate supplies of petroleum at stable
prices through 1980 constitute a sharp

. reversal of Soviet international oil policy;

if applicable only to Cuba aad not to
other CEMA countries, it would un-
derscore the increasingly symbioiic nature

. of the Cubgn-Soviet rclationship. The
. East Europeans’ acquiescence in Cuban

demands is also unusual in view of their
longstanding reluctance to expand
economic relstions with Havana, and

sugpests tha! political factors played &
‘major role in their decision as weil,
aad Em Genmay are permmed to m- I:FIA DIA, NSA-

. 100 ?é(,;;:‘;‘i‘

P



