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' MEMORANDUM FOR: '

- SUBJECT .

' European ports.f
| ' West Evropean: firms was ‘probably procduced from US beans
. ‘because South American beans have only recently become
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| vaxtent of Soviet Success 1n Circumventing
3 US|Gra1n Embargo ‘
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1. In response to 'your request

i,
i

[ l. {

the followlng rep-

: resents OER's" latest estimates on the subject. [:]

l‘ i " i 1
1 !

Replacement of US Graln , i

2. The Sov1ets have had only llnxted success in re-
placing the 17 million tons of embargoed US grain for the
LTA year endlnq 30 September 1980. We estimate the USSR
will not be able to replate more than 8 million tons,
reducing total J.nports from their planned level of around
36 million tons .to 27 million tons. So far, we can confirm
post-enbargo Soviet ! gra;n purchases of ¢.2 million tons and
another 2.5 mil.ion tons unconfirmed that replaces US grain
and would be delivered by 30 September. However, given
current Canadian drought-related eficrts to delay grain
deliveries and Soviet port congestion problems, actual

. deliveriec will be no. more than 8 million tons (assuming

See attachment A
1

S 3. Moscow has’been more sucoevsful in replacing the
us embargoed 400 000 tons of soybean meal and 700,000 tons
of ‘soybeans. Although exact amounts are dlfflcult to con-

all the unconflrmedwsales are valid).
for quantltles and source of USSR grain imports.

Ii' S

‘ flnn,lxﬂlevefiel&mnetslrum»at]east«knnﬂed'ﬂxnx'lnuxxmd imparts

of US crigin soybean meal ;througn: West European firms.

k ~‘Similarly, US: soybeans have been or will be replaced with

Argentine, Brazil, and transshipped US beans through West
Most,of the soybean meal being shippec by
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available. The ablglty of the US Government to monitor

possible US beans and meal shipments through Western Europe

-to the USSR has been hampered by unwillingness of EC govern-

ments to cooperate end misunderstanding by some US Agricultural

Counselors that it was legal for West European processors i

to use us soyboans For meal sold to the Russxans.}
I

Impact on 1980 Meat'Production' |

; : ‘ i !

é 4. Even w1th fuil us exports we would have expected
meat production to be flat this year as the effects of the

{'poor 1973 grain crOp worked their way through feed supplies.
' We! now' expect a drOp in' meat p*oductron of 300,000 to 500,000

(2 to 3 percent) from.the 1979 level as a result of the US

' embargo and a ‘grain’ harvest in ‘the 210-220 millior. ton range.
“éEmergency slaugﬁterlng =-~ such as occurred in January and
: H;February = will only, partrally offset the potential impact
| of lower grain! supplles on meat production.
[+ Livestock inventories may be down 2 to 3 percent, with about
|!'a fourth of the drop due to reduced US grain imports.
171 June data for numbers of swine on state and collective
. farws shows a 2 percent reduction from last year.
t1. . production on state and collectlve farms has steadily declined
1" since Februa 1E=comparlson to corresponding months in 1979
. (attachment g¥ . ,

By 1 January 1981,
The

Meat

Retail Meat Shortas sé

5. The Sovxet meat supply continues to deteriorate,
according to the latest reports (see attachment C:
for situation as of early June). Meat production on state
and collective farms during May was 6 percent below that of -
eport poorer meat sup-
uly a ven worse situation
outside of the capital, exemplified by a complete absence
of beef in some of the major tourist hotels. The shortages
have driven meat prices up at tie collective farm markets
to such an extent that ceilings are being imposed by some
local authorities. The impact .of the embargo alone on meat
consumption is' difficult to assess; at least it exacerbates
an already poor situation, and the 300-500,000 tons of meat
that would be available without the embargo could be sig-
nificant at the margin. Moreover, the embargo could have
a large psychological impact on the Soviet man on the street
who is aware of it through foreign broadcasts. | |

plies in Moscow ing
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pyiﬂﬁ | N ' . (Million Metrlc Tons)
(e L K 3“¢jgi USSR IMPORTS . (C): 1 |
i : ] i ST e ’z Lo N
SRR iy 35‘(Oct 1979 - Sep 1980) o
T OB | t
Il EL P .‘: P : ' cL A ST _
j~',Q mmodity/Country @gjv‘,Estinates 1 Estimates ¢ - Estimates
| I pi_or Region e 1asiof 4 Jan, . as of 6 Mar | .as of 15 Jul
o ||‘“«; b : S N T TR : ‘ o '
jusa i 7.2 0 2.3 . z 2.4
Jigd |l Canada 0 D R Y g 2.9 : 2.6
i ‘;;'Australla o 2.4 | 2.4 H 3.0
GIES o e 0.5 1-0
ae i)l Argentina T 1.0 : 1.8 : 2.1
i i ‘lOther s » L 1 0.3 N 0.3 x 0.7
i Dlver51on NN Wi*_ | G.S | -
'at..p o : s ? —— i —_—
Cap by I Cl ! ! L ;
| Total Sl ;312.3/ | 10.7 | 11.8
RURLNS SR M B
§ﬁﬁ}‘Barley/0ats/Rye e BRI : f
Pl usa K . 0.5 0.2 0.1
P iiCanada | 0.6 1.1 1.0
; 1 Australia ’ - 0.6 0.6 1.3
i ' EC . v 0.2 C.2 0.4
* . Other ¥ 0 0.2 0.4 0.4
.. ;. Diversion i R 0.3 -
RS B . — e —
. o , s .

-ECofn and Sorghum ° : e [
" USA. e 18,2 :

1 :'H Argentina ' - L 2.0 ‘

l"@j' S. Africa u L -

O}-‘O: wWoa
L[] [ ]
rwH R
O=OOoOWAO
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NoHWNO
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| 1i. 11.9
'i 8.é ; 8-5

| 16.4 ! 17.9
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f i é}tachment B"
1 USSR: Mept Production by Three Types of
: . Output Definxt*ons (u) o
t . 5 PR ; .
P IR /
I. Meat Production - Volkhoz and Sovkhoz |
o f[ﬁ?i | "f;‘ (ny Won.h, Thousand Tons. LlVe Weight) 1/
» ‘? ! g ‘Index
SR 1979 | 1980 | 13£0/1979
ERTEN 4l | | . . . (Corresponding
s | IHERE - : Month)
' i o SR | DU ) |
;anuary s e 1,426 { 1l
i - R
}E-Fehruary : t 11,115 1,277 | ' 115
| March " b lil,470 | 1,322 90
i : N R ; ) |
o April pote 33 L 928 | .99
'May Sl 1,054 895 . - . 94
o . ol :i' : ’ I
' June ! ;'h; H‘},ﬁK% _; 1,480 o . 89

.+ Suurce:

.Fkonomicheskava Gazeta.. o
defined as liveweignt sales for slaughter .
-from state and collectlve farms. '

“higher, !
both 1978 and 1979, reported procurements were
2 to 3 percent'above reported productron.'

H _ 1
Monthly 11vestock stat1 tics published in
Meat production is

1/ Generally,'etatistical “Coverage I" is
_larger than the Procurement figure (Coverage II).

However,: the. procurement nunmber is- OuC&Slonally
For example in'June and Septerber of

Includes beef, pork, mutton and poultry.

Excludes productlon from the prlvate sector.
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"1IN..!| Beef Production'(Thousand Tons - Ltve WQight)
AR TR EEE S L , 1 Index _
NI S M!@x ST 1; , ' 1980/1979
RN w,» SPUrE 2979 ¢ 1980 «xmrmagnnnggbnuu

Eme—

B

|
. | i . | ,
IJanuary ' pi?‘ : ,{,840 932 L : 111'
I i 710 | 819 5 115

e Pcbruary T RN A ‘

. 'Maxch. - S R 861 ! 88
i April: | S oA | 563 : 99
; ' ' ] 616 i 570 | 93

i “an o TS |

IB.E Pork Productkon‘(Thousand Tons - Live inght

B o e LWKE ' 5 | Index
0 | P S i . . 1980/1979
| 11979 1980 (Corresponding ilontn)

w1t | Januarv 3 . 320 ‘346 108
.., 1. | February .. 280 | 314 112
., ! | March i 348 295 , 85
U april 238 220 92
284 260 92

L ahe e e S My AL TeTSeGY. T
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R | SRR /
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1c. Poultry Production (Thousand Tons = Live Weight)

o . f ' Index
| . 1980/1979

AT L 2979 1980  (Carrespording onth)
¢ "1 January - 100 119 . 119
1| February | o Tes 112 113
| | 126 114

il 1 March . g oo o
R s R : 100 113 113

| X 120 128 107
. !
T e
: S I :
. i b :
. | !I . i b
| N |
! N T . i ”
P cr ;
N A f
v b P ‘ '
ARt beod :
X | P l :
g, E‘:w
AR pio i
[ { Ir ;
il i
o) 1N .
L i ‘
4 :l‘ | | !
v :
b I . . -
i :
-
g o
§
i
i




|| | prove incentives. Sovict consumers, alrcady pessi-
| mnistic about near-term prospects for relief, may
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Last year's poor haurvest hasled to severe and

widespread shortages of meat and other quality

foods, further pushing back: Moscow"s program to ‘| milk output rose unly 0.5 percent. I“_“-I

'upgrade the Soviet diet. oo P -

imeat, a majcr standard by which Soviet consumers

campaign to increase labor productivity andim- |

. become more disaffect
- this ycar, as we expect. |
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Per capita consumption of |

if the situation worseas
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i Prior to 1975, good progress was made in raising the
"' output of quality foods. Per capita meat consump- |

tion in particular increased by more than 20 percent
between 1970 and 1975. The poor grain harvest of
1975, however, caused a severe setback, and the g
amount of meat consumed per person regained the.

11975 level only in 1979. EI 0
‘ P

In 1980, per capita meat consumiption protably will
be down by about 3 percent. the result of last year's
disappointing grain harvest and. to some extent, |
restricted imports of US grain. This estimate is
bascd on a projected 1989 meat output of 15.2
million tons—compared with the Soviews” original,
target of 17.3 million tons—and about 500,000 tons
of meat imports. A temporary rise in the number of
animals slaughtered occurred in the first quarter of
this year because of feed shortages. but by April this
phenamenon had run its course and was partially
offset by lower slaughter weights. (]

Other foods hit particularly hard by shortages of :
livestock feed were butter and milk. Butter output at
government enterprises during January-April fell 10

ot i

21

i

percent from‘ the ;amc period fin 1979. Nilk yields
have been declining since the first of the year, and

N &
o

| . ! . 1
. | gauge their welfare, is expecied to decline by about: Effect on the Consumer
|3 percent this year. The leadership has been T S :
| unusually frank in acknow’=dging the shortages and| Recent reporting
| has indicated concern about the repercussions on its |:m'ndimtes' that Soviet consumers arc obscssed
ivi wit worsening food situation. Their extreme

sensitivity to the meat shortage demonstrates that
the meat supply is the primary standard by which
relative afflueace is measured.

e Recent {h gcn'g:mlly as=ree
that shortages worsened in 1975; now, even when

available, three-hour queues (or meat arc not

unusual and local rationing systems arc common.

) \—l—b—mra'rrrp'rm'mvwl—‘
indicates a complete absence 0 T -

state stores and coasequent heavy reliancc on
private plots ot the collective farm market.

. | report that :l
Qrc more preoccupica -ith shortages ©
and other consumer items than with any

other problem. These qrmcn that the
shortages of meas, dairy products, fruit, and
vegetabies are “the worst in many years." A
recent visit to Tallinn, a city usually well
supplied, fovn half-full meat and produce

counters onc hour after opening at *the best food
store in town' according to residents.

According to Western news reports. strikes in May

at the Tegliattiand Gorkiy auto and truck plants are

shortages. Apparently

partially attributed to food
when the

the protests were settled peacefully

autborities brought in
Widely scattered incidents of unrest during the last

ret
19 June 1930

fresh food and other supplies.
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. ® Soaring Prices in Co”eéttvt Farm
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year in Yerevan, Estonia. and Murmansk also are |
linked to the food situation. During the two vears
following the poor harvest of 1975, theic were
- reports of strikes or demonstrativas in protest of ,
food shortages in more than 20 Saviet c2tics.|:|
Lo | L ;

Cur .at Meat Shortage Worse Than 1975
P i

The current meat situation appears more bleak than

after the poor 1975 harvest although per capita

meat consumption in both years is estimated to be
the same. This has been caused by a number of
factors., . »

o Pressure From Rising Income and S table Prices.
Increased frustrations over the meat supply are
being fueled by rising personal incomes and the
refusal of the Soviets to usc prices as a rationing !

Per Capita Meat Coasumption®

Kdogramy

USSR "7 1978 49
1979 49

Hungary ., - ‘68
T T 4

Polind " 70
T 92

Crechosiovalua : G
:s— . ool . .1 84

West Germany 83
T T T 8

United States 1)

. I BCRERTDEN R AN A“-’_".’

VCompacable bata, inchudes red meal, pouhtry. and e b'e ofaia

;

device in the state sector. These factors. tuisther ' -snsneso

with a high income clasticity of demand for meat,
have created a much larger notional gap between .

supply and demand. ¢ P

® Growth of Special Distribution S ystems. The
prcliferation of special distribution systems since
19735 has rechanneled food supplies largely away
from state retail stores, leaving the Sovict citizen
with no “special access™ to food and forcing him to
bear most of the buzden. Administered by local
governmental, trade, and plant authorities, these |
special systems include (a) direct distribution of |
food by state industrial enterprises to their work-
ers, (b) a ration card system that entitles each
employec to a certain quantity of food per month |
bought from state stores, and (c) access to

.- institutional cafeterias that szrve higher quality

.- fare than pubiic dining estaolishments.

| ; |

i
i
!

Markets. Price

,‘ ' inflation in the collective farm markets (CFMs) -
111 has discouraged low income buyers who had

- tuenéd readily to this outlet as a supglement after f
the 1975 poor harvest, Traditionally an escape

'\ valve forthe excess demand for quality foods, the |

USSR: Meat Consumption
and Disposable Income

indec 1970« 100

150
140
130 . .-
120 /\\ /
o — : ;
Per Capia Disporadle Income? -

) A 1 1 1 1 1 :
100 1970 72 74 8 78
10w sants oo » “ost heAl L Rl e P L TP IPPRY

GRS 024 W 310 NG PP T of o470 ) Py 190. 1AG Tt Py Fewtta ar e
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- CFMs have offered greater reliability of supply -

., and higher quality and assortment than state
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storcs. but at premium pnces. Bccause of the
.growing gap between the supply of and Jemand
for quality foods, CFM prices sonrcd in the late
19705 In Moscow CFMs, the average meat price
rosc by 40 percent in the past five years. By the
cnd of 1979 beer'and pork prices in CFMs were
two and a half to whree um«s the sme retail lc\'cl

i

i The Regime Admits Food Problems But ese

i .ln his spcech to a Central Commistee Plcnum last
L ' November, Erezhnev candidly spoke of the short-
i 1. ages of meat and dairy products and other consumer

. goods. Taking their cue from him, remonnl leaders
' at follow-up republic party plenums and in recent

1 clection speeches have detailed local problems with

thc food supply. Fitst Secretary Masherov of

- Belorussia has been the most categorical, dcdanng
thnt “in the cxccpuonal circumstances™ of the 1979
drought, grain ptoduction has fallen 40 percent
short of necds, which threawens to create an “‘almost
complete lack of livestock products for sale ta the
public.” He also admitted “interruptions™ in the

. supply of milk and expressed alarm at the continu-

ing decline in the number of privately owned cows.

Dcﬁpitc the oulpduring of syrapathy for the consums-

' er’s plight, the leadership has shown little inclina-

tion for meaningful action oiher than stop-gap grain -
imports. In the short run, nationwide rationing
might shorten qucues and provide a more equitable
basis for distribution. The leadership, however,

- seems satisficd with the piecemeal systems locally
_ initiated and administered. Larger meat imports

also could provide some cushion for the current
problems. Trade sources indicate that imports wiil
'be somewhat larger than last year. but still short of

""the record amount imported in 1977, (D .

L] ! |
! .

In the longer run, the repime could raisc retail prices

and restrain income growth, bringineg demand more

ues to promise price stability on basic goods and
scems genuinely apprchcnsne about consumer reac-

.
!
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in line with food supplics. Moscow, however, contine |

. tion to a price rise. Thc Soviet riots in 1962 over
.. Khrushchev's tood price hikes and Gomulku's ouster
§ . in Poland because of price hikes seem cver fresh in

“their minds. Although restraint in income growth

.. has been accomplished during the last several years,
. such a policy will be hard to maintain in the

upcoming period of scrious labor shortages.

The leadership’s tendency te sit on its hands

probably stems [rom the fcclmg that a good harvest

this year will revive the livestock program encugh to

assuage consumer discontent. Indeed. prospects for
an above-average grain crop of 210-229 miliion tons

this year are good.* \We estimate. however, that

near record imports of about 30 million tons will still -

' be renuired to boast output of livestock products
" substantially above 1979 levels. More important,
_ consumer pcssumnsm is not likely to be dissipated
" without perceived increases in welfare sustained
. over several years. D

Moscow undoubtedly -ealizes the conscquences of
continuing food shortages on worker motivation, An
ariicle by Kasygin lasi July in the journal of the
Siate Planning Commission {Gosplan) roted that
the “satisfaction of demand expressed by the
population ...isan 1mpornnt aspectof .

_ strengthening stimuli for raising labor producu\- :

ity.,” An unusuall) frank article by a Sovict sociolo-
gist wmmz in the March issue of' a promincnt
cconomics journal ncatly summarizes the problem.
She argues that large investments in morc produc-
tive machinery will fail to iucrease productivity
unless accompanicd by sizable increases in con-
sumet goods. She concludes that it is “*not acciden-
tal” that the current decline in labor productivity

~ hastakenplace against a background of shortages of

food and other consumer goods.

¢ See IEEW anticle of 12 June 1980, “U'SSR Outlook for Grain
Yroduction and Imports.”

ret
19 June 1980




