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MEMORANDUM
THE WHITE HOUSE 115
WASHINGTON ’ Add On

February 2, 1981

ACTION

MEMORANDUM FOR: BUD NANCE
TIM DEAL

FROM: RICHARD ALLEN

SUBJECT: Grain Embargo Review

Thank you for the 29 January memo on the grain embargo
review.

By close of business Monday, 2 February 1981 I'd like a
concise summary of findings based on 1500 meeting of
same day. I want a quick job--with follow-up by
Tuesday morning to furnish time for briefing other
White House colleagues.
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INFORMATION
MEMORANDUM FOR: RICHARD V. ALLEN
FROM: TIM DEAL
SUBJECT: Grain Embar?o

Attached, as requested, is a summary of CIA's paper
"USSR: Adjusting to the Grain Embargo".
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Summary of CIA's Paper "USSR: Adjusting to the US Grain Embargo"

1. Soviet Grain Import Needs. The USSR had a disastrous
harvest in 1979. Grain production totaled 179 million metric
tons (MMT), 50-60 MMT below the level necessary to maintain herds
and fulfill livestock production goals The Soviets hoped to
close, but not eliminate this gap, through a combination of stock
drawdowns and imports (25 MMT from the US and 11 MMT from non-US
sources). (U)

2. US Measures. In response to Afghanistan, the US took
retaliatory action against the USSR's vulnerable livestock sector.
By limiting grain shipments to 8 MMT during the 1979-80 agreement
year (October 1979 - September 1980), the US denied the Soviets
17 MMT of grain plus 1.2 MMT of soybeans and meal, and small
quantities of poultry. To maximize the impact of our action, the
US sought to obtain the cooperation of the other major grain
exporters (Canada, Australia, the European Community, and Argentina).
None of the major exporters actually agreed to cut back sales to
the USSR, but Canada, Australia, and EC said that they would not
"replace" directly or indirectly the 17 MMT we denied the USSR.

In fact, grain exports from the majézegpuntries were equal to or

greater than in any previous year.

3. Soviet Import Performance. The Soviets were able to make
up roughly half of the 17 MMT embargoed by the US. Total Soviet
imports during the agreement year amounted to 28 MMT, 8.4 MMT below
pre-embargo forecasts. On a marketing year basis (July 1979 - June
1980), Soviet imports fell approximately 6 MMT below pre—embargo
projections. The 2.4 MMT difference between imports during the
agreement and the marketing years -- a point of special concern and
controversy for the Canadian Government —-- was largely due to heavy
US exports to the USSR during the July-September 1979 period, 3-6
months before the embargo. (€]

a. Logistical Constraints. The partial embargo effectively
reduced Soviet port handling capacity by several million tons. Be-
cause of the need to use smaller ships, congestion at Soviet ports
worsened. The average load per ship decreased while port turnaround
time rose. (€}

b. Circumvention of the Embargo. CIA does not have
evidence of any large-scale circumvention of the embargo. The
Soviets probably obtained 500,000 tons (less than 2% of total im-
ports) through transshipments. The East Europeans probably used
about 1 MMT from total imports of 17 MMT to replace exports of
domestic and transshipped grain. _(&Y

4. TImpacts on Soviet Livestock Sector. The loss of 8.4 MMT
of grain due to the embargo would normally have resulted in an 8%
reduction in grain available for feed. The Soviets decided, how-
ever, to draw heavily on stocks. Total grain available for feeding

R}
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thus dropped only 2%. Yet, the livestock sector suffered since
meat and milk output were down as were animal weights and growth
in annual herds. Meat production in 1980 dropped about 3% below
the 1979 level and 5% below plan.

5. Prospects for 1981. The second consecutive poor harvest
in 1980 (189 MMT) has left a deficit of roughly 40 MMT simply to
maintain herds and hold stocks and livestock production steady.
In 1981 the Soviets will again be dependent on imports to fulfill
their reguirements. If the partial embargo continues, the Soviets
will probably import about 34 MMT of grain during the October 1980 -

September 1981 period, 6 MMT higher than in the 1979-80 agreement
yvear and 2 MMT below Soviet port capacity. The effectiveness of
the embargo has been reduced because of increased sales by other
exporters and Soviet success in overcoming logistical constraints.
If the US lifted the embargo now, the USSR would probably buy
additional corn from the US, plus some oilseeds. If we maintain
controls and if the Soviets allow herds to decrease, meat pro-
duction will be at the 1980 level. If the Soviets maintain herd
size, meat production will drop 3%. _(e)
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-, INFO_R_MATION (State Dept. rewewcornpleted] s T e T January 30, 1981
- MEMORANDUM FOR: = RICHARD v ALLEN- . " [DN-FILE NSC RELEASE
. Lo - INSTRUCTIONS APPLY
FROM: - . 7. WILLIAM E. onom\lb/ :
SUBJECT: ~ . - . .. "Grain mbargo Aga:mst the USSR (U) .

CIA is producing a paper -which sums up the impact of the grain embargo
on the Soviet-ecpnomy.- I am attachlng a typed copy for your advance
information (Tab A).- The finished version will be out early. next week. -
If a Cabinet Meeting dlscusses the 1ssue, this paper could be useful
background. (C) -’

X would like to add sone: comments on the "key flndlngs" of the CIA-
analysis for your own use in the policy debate. . First, a glance at
the paper gives the impression that the impact has been very small,
~and the implication seems to be that there is no reason for continua-
tion. A closer.look, however, reveals.that the chaos created for the
Soviets in shifting to new sources of grain and in adapting their live-
stock programs has caused much greater costs than the simple figures
- indicate.- Moreover, as the paper says, the Soviets cannot maintain
.. the status quo in livestock production because-they cannot import the
required 40 million tg this year. -Theﬁfollow-on-effects; therefore, .
rare Stlll coming. /}Cfns _ - ; .o : .

Second, it is important to reallze that 1nternatlonal grain demand _
remains so great that U.S. exports have not and will not suffer whether .
.or not the emba;go is Tifted. /jG%"

: Thlra, Argentlna was the crltlcal ‘break in our 1nternatlonal embargo

. effort. If the U.S. takes a more forthcoming approach.on arms, sales’ .

. to Argentina, cooperation in.an embargo might be forthcoming. In other
words, past failure to coordlnate international support does not mean -
that 1t w1ll necessarlly remaln a fallure.';ﬁgy’

Pourth, and more 1mportant than any of the economic arguments, the
political 1mpact of the grain embargo ﬁﬁ_ﬂﬂt_mldelﬂ_ananCJErgﬂ in_+he. |
Congress or in broader media circles. ' 5
| The GOSPLAN hierarchy was in disarray, saying that
it would take years to sort out the dislocations in the five year plan-
ning process.. In party circles, it caused basic doubts about their
" assessment of the U.S. ability politically to respond to the overall
Soviet strategic challenge. Both Arbatov's group and Dobrynin's staff
were discredited in their judgments of what an American President could’

{ make stick 1n the face of an electlon process in the grain belt. /gn
: . ~ ' DmLLﬂJ$EQZ@hNFMRT

. \ * : . . K
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This polltlcal 1mpact was no-. 1ess ‘in the Persian. Gulf states, part1cu~ -

larly in Pakistan and. Saudi Arabia. The Europeans were also shacked,
upset by .it, but. forced to admit that the U.S$. .really.seemed.to be .
serious. 'The technology embargo through COCOM, to be sure, has much
greater significance for slow1ng Soviet economic development:; but the
signal of .political will.in the graln embargo 1mpressed the flckle =
Europeans far moze. Aﬁf/, . o _ '

égy;dec151on to 11ft ‘the emba;go, therefore will have a polltlcal

effect of greater import than most observers realize.. Perhaps Presi-

d&it Reagam. would not. .have made the embargo aec1510n at the time, but -

now he has inherited a.situation that is different. in context and con~-
- sequences. .To lift .the embargo will send .a. large political signal

which will be read by many capitals and businessmen as the end of the .-

"post-Afghanistan” period.and a return to."busginess as. usual."” Clearly
the President does not mean that, and some may argue that his state-
ments thus far on ERast-West affairs erase any doubt. .Those statements,
however, will.be :seen by many as ‘a cover -for moving. hack to "busginess
as usual“ whether he desmres that or not.-

To sum up, 1t may be p0551ble to 1ift the embargo and compensate with
other tough measures, but the-President's .policy will have a stronger
credibility abroad earlier if he lets the embargo stand for anothex
"year. He will also have far more credibility in pressing our COCOM
allies to hold the line on technology transfers. Politically, grain

and technology are 11nked. Holdlng the- embargo wxll help you on tech~-
nology and trade._ : ) .

[

cc: Tim Deal

- CONFIRENTIAL
PN A :
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USSR. AD_JiJS‘TING TO THE US GRAIN EMBARGO'

Introductxon.. f;' fﬂ;_.f ;“i;:;f “”?j.ﬁ'fl' - j»".“;. :ff'; :;;

'In January 1980~theaﬁs end.its'nﬁ'or allies adopted'a ; 
package of economic denlal measures agelnst the USSR followzng

the SOV1et lnterventxon in. Afghanlstan. The denlal measure that

.'shocked the Sovzet Unlon the most and 51nce has been the nmst

.eontrover51a1 was the partlal—embargo placed on. graln shlpments

by the Us and cooperatlng exporters. leferences contlnue to ;

“exist 1n the med:a end among exporters ‘about- the effectlveness of_

the US sanctlons denyxng the USSR 17 mjlllon tons. of US graln 1n

the US—USSR Long Term.Agreement (LTA) ear. ending September 1980

In en effort to clarxfy the grazn embargo s 1mpact, this

. paper traces our pre~embargo estlmate of Sov1et grain lmport :'5:

Tintentlons through the US post embargo perlod and analyzes 1ts
_effeetxveness. 1t covers the embargo s. xmpact on (1) 1979/80
grarn 1n@erts for July/June and October/September marketxng

;.years, (2) the 11vestock seetor,'and (3) port congestxon. The;

probable effects of 11ft1ng the US graln sanctlons in early 1981 '

on Sovxet gra;n 1mports and meat productxon are also dlscussed

. - . t . . .
<. e - - el -,
FIA

. _2_ _
No Obiection to Declassmcanon in Part 2010/10/12 : NLR-748- 20 122 6-4
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Key Findings . | ‘ A B
. " . 'The impact of thé US grain embar'go on the USSR was T

sources of gram. . Only the United States actually cut back on

substantxally lessened by Moscow S abzrty to find alt'er-na'tiue
:graln exports, Argentma refused to cooperate and the other
exporters sold more graln to the Sov1eﬂs than pro;ected when the |
embargo was announced..‘ Consequently, .The Sovnets were able to
-replace half of the 17 mzlllon tons denled them by the US in the
'_Long-Term Agreement (LTA) year endlng 30 September 1980. /(/d)
. The embargo reduced Sov1et gram i ports 1n the LTA year
I '1979/80 from an expected 36 mxllxon to ES mxlllon tons, whlch
'..exacerbated an already txght feed sxtuatlon. : It, reduced grain
: avallable for- feed by  roughly 8 percent - assumxng no equxvalent |
: .drawdown m stock =~ or an amount sufh ient to produce 650 000 o
. tons of pork (carcass welght), equal to about 4 percent of meat
: Qproductlon in-1979. To ‘soften -the 1mpa t of the sanctmns,
however, the Sovxets by drawmg down stocks were’ able to hold the.
-drops in gram fed to lxvestock to 2 percent and meat productmn ::.'
to 3 percent. The low stock level ‘has left: Moscow more dependent

_on graxn 1mports in 1980/81 followmg another dlS&Stl‘OUS gram

harvest in 1980. We estlmate that to’ malntaln a status quo in

S 41981 llvestock productxon would- requxre the 1mportat10n of over
40 mllllon tons of grain. durzng the 1980/81 LTA year. - Such a
_high level of impor t is not fea31b1e. },CP/

]{ Whether or.not the US partial embarl‘g‘o is continued, the .

. Soviets should be ‘able to obtain enough Train in world markets --

-

No Obiection to Declassnwahnn in Part 2010/1 n/19 NI R~ 748 20-1972-8-4
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: dlfflculty purchasxng 2 to 3 mllllon t

.:quantitles of US corn and soybeans,

.' No Objectlon to Declassmcatlon in Part 2010/10/12: NLR-748-20-122-6-4 - ‘
, * FOREIGN NAT.ONALS . @ L o HL

includxng 8 million: US -— to xnmort du 1ng the year endzng 30

- September. 1981 up to thexr current han 11ng capaclty of" 34

‘funlllon tons- 6 mxlllon tons more than in 1979/80 Support for

'}the embargo among ‘our Allles has eroded to the poxnt where.‘
.avallablllty of non-US graxn Wlll be Iess of a problem for Moscow

,than port congestlon. In addltlon, thj Sovzets .should have o

ns of soybeans and

-:products, 1ncludtng ‘some US or1g1n from West European flrms. -

'“."Should the embargo be 11fted the Sovxems would take addltlonal o

ffered, and probably

'defer or cancel delxvery on . 51nu1ar quantxtles from other
. orzglns. Such a move would enable MoScow to use ‘larger shlps to
"carry graln, thereby reduexng shlpplng osts and.eas1ng

' congestxon at Sovxet ports..ECUL“)

Per caplta productxon of meat in CY 1981 w111 be down for

tthe thlrd conseeutlve ;year. Meat produ tlon is forecast to be no.
-larger, and p0551b1y smaller, than last year, when xt dropped 3
;pereent below 1979 Pr1or to the embar ‘o We had prOJected no_

“-‘fdrop in 1980 meat productlon. The domlnant problmn for Sov1et

;‘meat productxon 1n 1981 1s .8 .second suceessxve bad harvest of

graln and other feeds. A cont1nuat10n of- the .US partial embargo:

‘on gra1n.wou1d have little effeet.,gﬁfa

- 1-

Na Obiection to Nealassification in Part 2010/10/12 - NI R_7AR.90.499_A.4
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Soviet Gram Import Needs, 1979/80
' In the fall of 1979 Moscow expected to use large gram

unports and drawdown of stocks to soft n the 1mpact of a poor

' '-gram harvest on t.he 11vestock sector. A dlsastrous 179 m11110n

'ton grain crop and poor forage crops i lled a very large defxelt
(m the 50 to 60 mlllxon ton range)’ rel t1ve to. requlrernents to '
malntam herds and flocks, and fu1f111 1vestock productlon goals
for 1980. Carryover Stoeks - from the 19 8 crop were Very roughly
estlmated to be ‘about "20 mllllon tons.:&C)/:;
By mld September trade sources were reporting relatlvely
: large Sovxet purchases of non-US gram nd Sov;et mterest 1n
‘bemg permltted to buy eon31derably more than 8 mxllzon tons of
US.graln perml’cted. under the upecoming long-term agreement .(LTA)
year beglnmng‘ 1 October 1979.. The conflrmatxon of Soviet .
' :1ntentxons to launch a masswe gram 1mport program surfaced at
the October US—USSR graxn consultatlons when USDA offlelals N "
'offered them 25 m11110n ‘tons of wheat arld ecorn in the year endmg
September 1980 _ Intelllgence sources al ost m'medlately
1nd1eated the Sovxets would take a11 th US gram‘offered plus
about i1 m11110n of non- US gram, and 2.5 mnlllon tons of
.soybeans and meal. The total: expeeted pyurchases of . roughly 38
mllllon tons durlng the year endlng 30 September 1980 was near
the 11m1t of our estxmated Sov:et annual port capaczty for
‘handlzng bulk agrlcultural conmodltles. '(-CINFQ"‘

- Max1m121ng 1mports and drawmg down stocks would have

softened but not ellmznated the adverse 1mpact of the productxon .'

-

N Be
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'shgrtfall on llvestock goals.: Supplles of graln for feed stxll

would have been. below requxrements. (U‘

Us. Sanctlons Imoosed 4 January 1980

. The unxlateral suspensxon of Us aérzcultusal exports lo the“f
USSR on 4 January was targeted at the 1mportant and hxghly
‘vulnerable 11Vestock sector of -the Sov1et economy _It '
'nnnedlately denxed the USSR 17 mzlllon tons of graxn, 1.2 m11110n'_

tons - of soybeans and meal, and smaller quant1t1es of poultry T
E scheduled; for de11vefy"ln the LTA year endlng 30 September f
1980. The trade sanctlons 1mposed several restrzct:ons on ﬁS
eXPorters.:nﬂf?'.,. | ,.. .. o

o The roma1nder of 8 mxlllon tons of. wheat and corn not

shxpped as of 4 January had . to eave US ports by 1 Aprll.i:
1980._. = B 2 o

- - =

"q Export llcenses Qene requ1red t shlp graln to USSR

Q It was 111ega1 to sell Soviets’ US grain not lxcensed
under : the 8 mllllon ton 11m1t tnrough a thlrd country.

o Processed agrxeultural products made ‘in forelgn countrles

. ?.from US raw products could not be sold to the USSR e.g.{.
soymeal made from US soybeans. . " : -

o '-'Non—US graln dould not be sold by US. traders to the USSR.
(Thzs restrlctlon was resc1nded last June.) (U)

.'To make the US: embargo effectlve, us offxclals after

imposing the embargO'met with representatlves of other major

grain exporter nations on 12 January to obtain-thei}

"coopepation.'-None of the'exportérs,—— rgentina,.Australia,'
Canada,'and lhe EC -~ agreed to cut_back grain'sales to the g_l
- —6—
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Soviets,hut statedathejfwould not'replace directly orfindirectly;‘
‘the 17 million toris ’of' US grain denied. In turn, 'the_.U‘S agreed - -
.inot to 1ncrease sales to other exporters' tradittonal'ﬁarkets.:iuﬁ
Because commodxtles other than graln were not dxscussed, no .
-agreement was reached on sales of 01lseeds, meal and lxvestock
produets. Subsequent dlscu331ons w1th the exporter governments
concernlng thelr actlons to control graln exports to the' USSR

-made xt clear that Argentlna was not g01ng to cooperate. -
' Nbreover, the other exporters could not be plnned down on :
specxfle export ce:lxngs, but only "tradltlonal or hxstorxc
levels., This turned out to mean & l/vel as- large asg or- larger
than ‘in any other prev1ous year. }gﬁ o

’ : The exporters, 1nc1ud1ng Argentzna, agreed to part1clpate in
‘lnonltorlng graln trade to the USSR. They have regularlyxnet W1th-
US offlclals to exchange 1nformat10n on new sales, measures taken:j‘f.
_to control exports to ‘the USSR and aet a1 shlpplng data.’ . The EC'"&
has not cooperated 1n prov1d1ng transsh pp1ng data through north
. European ports, cltxng cmnnerclal secre S as the reason. &Bﬁ)‘ :
' CIA and USDA estlmated that xn ‘the marketlng year endlng 30'
September 1980 the SOV1ets could probably replace 12 15 mxlllon
of the denled 17 nulllon tons without exporter cooperatlon and 6;:
9 million tons with cooperation. Cons1derab1y less’ graln was,
avallable in the marketing year endlng 30 June 1980 because of
the shorter t:me the Sovxets had to arrange new chartering and

.Qshlpplng schedules to move "large quantities of Argentine corn and

soybeans available from the April harvest. (G%Ngl\.

-7 '
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--:Sanctxons Reduced Sovxet Gra:n Imports; 1979/80 f' .
We estimate that Sov1et graxn xmports on the 1 October 1979-1*

30 September 1980 year totaled nearly 28 mxlIxon tons, as shown

1n Table 1.* Thxs mnount fell 8. 41n11110n tons short of pre- '
embargo expectatlons.. It lncluded 8 4 mxlllon of US graxn and
- 19.2 mxllxon tons from.other or1g1ns. Wlthout the suspens1on Weiﬂ
had expected the: US to export about 26 nullion tons and other iL
,suppllers 10 mxlllon tons to "the USSR. Thus, the Sov1ets have '
_'been able to make up only about half df the 17 mllllon tons of US_h
- graln embargoed near the hxgh end- of the 6 g. mlllxon ton range -

‘we estlmated last January._£9§<.

Estlmated 1mports ‘on- the 1 July 30 June 1979/80 marketlng

. year (MY 1980) were larger at 31. mlllxon tons but stxll [ nnlllon :

. «,-y

:‘tons below pre embargo pro;ectlons.' US exports at 15 mxllton

‘tons were nearly 7 mxlllon tons larger, however, than durtng the

Oetober/September year (see Table 2).  This reflects_the large us -

grain shlpments durxng July September 1979 before;the LTA year.';'

'began on 1 October 1979 and the year 1n whlch the sanettons :

) 'applled (Q)

* The press -~ both domestic and foreign -- has contributed to
some confusion regarding the effectiveness of the embargo because
import statistics differ between. the marketing and the LTA _
years, The usual marketing year for grain begins 1 July and the
years under the LTA begin 1 October. It was under the agreement
. year beginning 1 October 1979 that we denied the Soviets 17 .
million tons of US grain. Some published reports .have incorrectly
chosen to use the July/June year statisties to show that US -

" exports greatly exceeded the 8 million tons agreed to under the
sanctions. The marketing year ending |30 June is normally used to
analyze availability of grain for llvestoCk feeding.

No Obiection to Declassification in Part 2010/10/12 : NLR-748-20-122-6-4
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- ;{r?1.4_}‘f;.,0;§1ﬁSSR Total Graln Inoortsl_1976/77 - 1980/81

BN e vl October/Septerber Years .
' "};; }fg._ “{milYion tons) -

ST e
R

el
LomTEN L

1976/77  1977/78 1973/79 197980 - - 1os0/81 .
L S - EStlnated Pre-Hrbargo Forecast  Known Pur- |

Forecast ST chases or - -

To Date

' EXEbrters .'"ff
-US | ;;iw
Canada. ..

'x. 8.0
Anstra}ig"”

E 3 3
B oL e 1.60 ) “q.5b2.
- Argentina “- 6.00 : 10, 17,08
Ec Elrope o 1080 ] e ' [} r: 0

| d r] -
O E-To R R R

. ‘Thailand -
.. S, Africa -

" Sweden -

- - Turkey . .-
~.+N. Zealand = -

.
oy
Q
.

¢ ¢ &

D = ¢

oo
.'.‘ '
. -

4

Pie o

P o

| B

[ -

Brezil Grem W e ST s e T T e e
"Spai'ﬂ‘. . * "'.—.' s:_":‘.:- . :’. — :'. ". ',: . 1.0 . .:- o 1-0 we T ‘.; o
P . PRI A

" - Agreatents - - .

“Totals . '8.79 .°.21.38 . 20.32 7' 27.644 . 86.0 . 341 [ 29,0

e } < Tt .t St o B . - L e \:.. ot Ll . 2 'E!_._‘_____*._:'
v ,
1. 1ncludes. wheat flour._ . . e
: : 2. Includes 500,000 tons mlxed feed &t least 50~percent*of
- . which is grain.
3. Calculated by d!Vldln" calendar vear StatlStICS bv 4 and
. adding appropriate quarters.
4. Includes estimated 500,000 tons of dlverted US grain.
5. Excludes .5 million tons of rice. .

. . 9 <0 . (. . .
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1. As of 25 January 1981

2. Bxcludes
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- Circumvention of Embargo

: “h have no ev1dence tnat'large amTunts of Us graln were
~diverted through thxrd countrxes to. thT USSR Based on i
flncomplete 1nformat10n we estrmate thar 500, 000 tons of US grain
‘eould have gone that route-~~d1v1ded b tween Romanla and northern
:European transshlpplng operatxons. Slmtlar quant:tles ofUS ‘ 25Xﬂ'

soybeans and meal were probably transshxpped through-northern;7

.. Europe ports.

‘West European reports claxmxng large amounts of Us - grazn ”_.;25
were transshlpped through Eastern Europe are exaggerated and e
.unsubstantlated Larger. East European 1mports were needed to
.support llvestock produetzon goals because of a shortfall 1n
their 1979 harvests.' We estimate that less than s mxlllon tons'l'

. out of East Europe s total 1mport of 17 m11110n tons —-3 mllllon
'more than 1978/79 L were used to replaee exports of domestxc T: fh”
'“graxn and trensshlpments to the USSR. Lfﬁ/i. ’ .

~"Over 75 percent of the estxmated 8 6 mllllon tons of US
graln replaced came from Argentlna, Canada, and Australla (see.J
: Table-l). Shlpments to the USSR in 1979/80 were a record for all"
of‘the ma]or exporters except-Cenada~ The other" és-percent was

'1mported from a number of exporters, including SWeden, Thailand,

A
7

Eestern Europe, and France. ()
. : k o

-11- ..
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had been avallable,

- handllng capaclty of 1ts major ports at-
2-4 nnlllon tons 'in minor ports and for
ﬁtotal of 38~ 40 mlllxon tons.
_moved in large bulk ocean carrlers, for

- same scale“pfhgyaln movements.

' arriving in Sov1et ports.,

of grain out of. Argentlne ports.

' ports durlng ‘1880, w1th berth throughpu

L TR
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- Embargo . Imposed Loglstxcal Constralnts"

The ' US sanctions added to log1stzca1 constra:nts on the

quantlty of 1mported gtaln "and 01lseeds the USSR could handle in

1979/80
reduced by seVeral mllllon tons.-

-1t 1s-doubtfu1 the

'lmported more than the estxmated 30 m11

(

Suspendx

mllllon tons of Us gralns, soybeans, an

Thus,

We. estlmate the throughput capaclty of the ports was

‘even if more non-US grain-

Soviets COuld have -

lion tons (1nc1ud1ng

~'soybeans) they were able to purchase d rlng the LTA year 1979/80 N

Prlor to the embargo, CIA estxmat d the annual Sov1et graln

36 million’ tons. 'Adding .
1nmorts by raxl ngés a
ng shipmedtsfof over 18

d meal, whiech would bave:~

ced the.Soviets to'buy

from a larger number of suppllers who wmre unable to sustain the

The' shi
posts substahtialij iﬁcreased ‘the numbe
For'example,
roughly thce as many shxps are needed
Conge

turnaround times up.. The 1ncreased use

1979/80.

* This estimate was‘also‘supborted

ft away  from US deep water_'
r of smaller shxps g
because of draft 11m1ts
to move the same quantlty
st;on existed at most

1 fates'dowh and

of.transshiphent

in October 1979 by trade

sources based on their knowledge of known purchases and delivery

schedules for grain and oilseeds worked

transport ecapabilities for handling gra

See Appendix for discussion of

out with the Soviets for
{ Soviet port and
in.

T =19
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facxlxtxes in WEStern Europe, whlch requzred the use of large

'fnumbers of coasters, also added to.congestlon in Balt:c ports..”

'Impact of Sanctxons on Sovzet leestock Sector

The consequences of reduclng graln 1mports from 36 to 28

nulllon tons because of the embargo have fallen most heaV11y on

-_the 11vestock sector.‘ Beeause port capacxty lxmxted xmports,"
‘.even thhout the embargo the poor 1979 graln and forage crops .

'”jiwould have forced ?i the Sov:ets to make ad;ustments. 'Meat

productlon 1n 1980 probably would have shown no 1ncrease and a

downward ad;ustment in growth of livestock" 1nventor1es also would

; have been needed to match the reduced feed base. However,~the”

embargo worsened the sxtuatlon by further 11m1t1ng graln 1mports.‘
(U)

The 8 4 nnllxon tons of graln denled the Sov1ets by the'

’-embaroo WOuld have resulted roughly 1n en 8 pereent reductlon in
'graln ava:lable for feed assumzng 1t was not reolaced from o

stocks. Expressed 1n another way, thls as enough to produce

'.rouahly 650 000 tons of pork (carcass w xdht), equrvalent to o

s11ght1y more than 4 percent of meat output in 1979 . Because of

8 large stock drawdown, however, the total gratn available for

feedxng_only dropped an estimated 2 pereent in'1979)80.‘ The °

'short'feedgrain.supplies setually impinged -on the livestock
.sector in three waysf¥~.a Tower meat and milk output, lower

“animal weights, nd slower growth in herd-numhersl Xfﬁi_

Meat productlon in 1980 came to 15 1 mllllon tons -~ 3

-percent less than last year and 5. percent below the sharply

e .
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reduced.plan of.15 7‘ﬁillion tons. 'Livesfock inveﬁ{orles at -
. yearend 1980 were roughly equal to those of a year earller
~because of a. determlned campalgn to sustazn herds 1n the
soclallzed sector.: Poultry is the only category that probably
'fshowed much 1ncrease in numbers and- product output over ‘last
year. vaen offlcxal data ﬁi:egg prod#ction, the poultry ‘sector
undoubtedly recelved prxorlty in the d?strlbutlon of concentrated

feed supplxes because of .its relatlvely h1gh efflcxency

-'.convertlng feed into products.lngﬂ - R .
“Outlook for 1980/81 Soviet Grain_ Imports'L .

The USSR w111 try to 1mport as much gra1n as p0531b1e dur;ng';“
1980/81 to hoId down losses in the llvestock sector follow1ng a
second succe551ve poor graln harvest._ A 1980 grain harvest.of
189 nullion tons wxll leave the Sovxets far short of -
'irequlrements * . We also belxeve Sov1et depe;gence on 1mports 13‘

much greater than a year ago because of smaller graln stocks ‘and -

8 poor potato,crop. The estlmated stoeck drawdown of roughly 12 .-

* We estimate a deficift of roughly 40 million tons exists if:
. (1) livestock herds are not reduced, (2) no additions to grain
"-stoeks are made, (3) livestock production is maintained at

eurrent levels, and (4) no decrease occurs in non-fuel uses of

" _grain. -

.. w14
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-'mllllon tons in 1979/80 has probably reduced operatlng stocks to

a dangerously low level by Soviet standards * Add:tlonal
‘:drawdowns thls year may . be tempered by Moscow s likely concerns
over the uncertaln-outlook for the 1981 wxnter graln erop, and
.Western threats of new graln embargo act:on over Poland. ?Cf’

" We expect Moscow to 1mport about 34 m11110n tons of. graln in

'the current LTA year endlng Segtember 1981 6 mlllxon tons above

1879/840, .even 1f the. US partlal emoargo cont1nues._ Imports W111 N
'be llmlted more by port and 1nterna1 tnansport constraxnts thanj~,
' Moscow s abllxty to buy graln in world markets, especxally 1f
' Argentlna has a good coarse grazn harvest this spring. Although B
. gra1n supplles are txght, the wnllxngn ss of the SOV1ets to pay
' prmnxum prlces should attract all the non-US graxn they can

'handle. Moscow also should have no dxf 1cu1ty purcha31ng smne 2

3 mxlllon tons of soybeans and meal S far we estxmate the .

Soviets have purchased or agreed to pur hase some 29 million tons
) of graln and 2 mllllon tons of soybeans soymeal, and manioe. .

The eontlnued effectlveness of the part1a1 Us embargo on
graln exports 1s belng rap;dly eroded by increased sales f rom
'other exportxhg countrles and- by . the Sonet abllxty to clrcamVent.
'some of the loglstlcal constraxnts present during the last LTA
year. Only Australia’ and the EC of . the najor exporters are
cooperating thh the US to_hold‘exports'et lgst year's level, but -
*- The USSR holds an unknown quantity of stretegic stocks of:.._
grain to supply'their military forces and civilian consumers in
time of war. This is in addition to ope ating and buffer stocks

accumulated or drawn down in years of good . and bad harvest,
. respectlvely : B ~

) ' ' : ~15~ - :
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bdth planned:td revieu:thie:eelicy'after 20 Januaru Ushf.:
diplomatic representatlons that ‘the. embargo was 1mportant ae a-
contlnulng sxgn of dlsapproval to the Russxans have been undercut
-by the sxgnlng ofiihe US-Chlna graln agreement Both Canada and"
-Australla regard that agreement as-a v1olat10n of the US. bledge
ﬂnot to’ inerease. graln sales to thexr tradxtlonal markets durlng :}'
: the embargo‘nﬁésiftfﬁ'xliwﬁ.' . | : i N |

“ . in ‘the ﬁarketlng year’ endlng 30" June 1981 (MY 1981), the: 12

'ﬁonth perlod normally used to analyze feed avaxlablllty, Sov1et
'fgraln 1mports wtlthe 11m1ted to about 31 mlllxon tons plus 23
’nnlllon tons of oxlseeds“and bulk feeds or roughly the same as MY
1980 This reduced level of graln 1mpo t compared to the 34

- mxllxon tons pro;ected for the LTA year endlng 3OSeptember 1981

reflects the contlnued adverse xmpact OT January s. part1a1~

embargo on both.avallabllxty of graxn from non—US sources and

ﬁ_.eongestxon at Sovxet ports in the July* ecember 1980 period. .

.iDesplte the loglstlcal constralnts we e pect Moscow ‘to contract

. -

¥ Durxng thxs perlod we estxmate that a total of only 17‘m11110n S
tons of grain;. .soybeans-and meal were unloaded at Soviet ports or :
transported by rail.from Europe. Without the embargo we expected - -
the USSR to import.upwards of 20 million tons in this period.

_ Thus another 17 million tons will have-to be imported in the . :
first half of 1981 tg~ achieve our total estimate of 33-34 million -

-tons. for MY 1981. gﬁ%/ , : . - SR

We believe the Soviet ports will be hard pressed to handle

more than 17 million tons of grain and oilseeds during January-
June .1981.  This period includes the usual severe winter months
.0f January-March that normally reduces the number of active
Baltic ports, slows offloading operations, and disrupts rail ‘
transport. For the first time, the Soviets have chartered six .

'.grain ships with ice cutters in an apparent effort -to maximize

imports this winter through Baltie ports Reliable trade ‘sources
also claim there must be no hitehes in shipping schedules from
the ports of two major western supplters} Argentina and Canada.

18-
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~ for dellvery in MY 1981 for mere than 31 mllllon tons of gre1n to

.. ensure adequate Supplles should unforeseen shxpplng delays by

.selected exporters develop. The USSR has already purchased over
28 mllllon tons of‘graln plus 2 mllllon of soybeans and bulk

feeds for delwery by 30 June 1981. (\71~n=+

-Lifting the Embargo '

Should the Un1ted States llft the partlal embargo on, gralh
.:this month the SOV1ets could help ease port congestton by 11-_ ﬁﬁg-
'reschedullng larger bottoms to move 1t and stretch out or reduce-: .
dellverles of Argentlne graln.' For‘the same reason, 1f no longer_?iﬁ
'3embargoed US soybean meal would be - 1mported dlrectly rather than,ﬁ
transsh1pped or proeessed through West European suppllers.' These
.Ineasures would have 11ttle 1mpact on total 1nports in the f1rst'
half of 1981, but by the thxrd quarter of the year they might
_ease the port problem enough 'to raise graln 1mport potentxal by
some 2 mllllon tons.' The rallroad system haul1ng graln away from.,'
the- ports, however, would have to be a551gned a hlgher prlorlty
.to nmve the addltxonal gra1n to 1nter10q locatlons.' Problems of
'ra:l car shortages at Odessa, "the. largest Sov1et port, 1nd1cate
that such a pr1or1ty has yet to be a551gned to haullng graln.i |
Moscow would be 1nterested ln'additiohalﬂquantities of‘US.
corn rather than wheat. We would expect/ Moscow“tohimmediately
'purchase for nearby‘dellvery several million tons of corn; if
made avallable, and eut back or delay shipments of Argentine'
wheat and poss;bly‘sorghum. uShlftlﬂg to.US grain.could

substantially reduce Moscow's costs by llowering shipping charges

. . -19-~ .
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‘and largely e‘lim'ix'jna'ting ‘eurrent -high .pren"n.ium‘s Beiog paid -for non~

..:’.'US grain.. / | | | T W

. . Impact of Contlnued Embargo on Lwestock Sector, 1981 s

Follow;ng a- second suecessxve poor graln crop ~— est;mated
. at 189 mlllxon tons f—— the Sovxet feed graln problem.W111 be--
"-_'worse thls mapketlng year.l The use . of graln stocks w111 be
.lunlted by the large drawdown last year neee551tated to a large
' extent by the embargo.. vaen ‘the - level of pro;ected graxn _
. ) lmports for 1980/81 as’ outllned above, and no stock drawdown we
est1mate that graxn avallable for feed use could- be down roughly
' :5 percent from a year ago. If the Sovxets allow livestoek herds
to decllne, we, belleve 1981 meat productxon would roughly equal
‘the 1980 level of 15 1nu.ll:.on tons.‘ Alternatlvely,, should the
_Sovzets attempt to malntaln herds on “the assumptlon of_a.return_
to normal graln_crops.xp_1981, meat produetdon could drop to 14.5:
-million toﬁs;‘or'B peroeﬁt.. If the US'resc1nded the part1a1 '
embaréo-on grdiﬁ.anotherfloo,uoﬂ tons of|meat might be produced'

" in 1981 from the net increase in imported grain. (‘SQ,

. The-SiovietAagency re's:pons-ifble‘ “for pur¢hasing foreign grain.

. . Corp " )
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Meat shortages w111 be serious durmg 1981 w1th or w1thout

. an embargo.A Moscow can be expected to e actlve m mternatlonal

:markets for large meat 1mports to help f111 the gap. We estlmate

.that Sovxet meat 1mports reached at lea t. 700 000 tons in

calendar year 1980 L-g record - and e uld approach one m1111on .

.tons th1s year., (§7NF~L

: . ' . 10 o . ’
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APPENDIX

Transport Constralnts on SOV1et Graln Imports

In addltlon to external graln market eondltlons,’the amount:i
,of graln that ean’ be xmported annually by the USSR 15 constralned‘~x
by three key transportatlon factors- ; . .-: ' .
' {of.the capaclty ofSovxet ports to offload graln'uiﬁl_?
of.the 11m1ted ab111ty of the 1nterna1 Sov1et transpOrtatzOn;L{f

i’network _:

pr1mar11y the ra;lroads ~—to haul the graxn

frmn the ports ‘to storage areas‘ aﬁq;i.

N {ofESov1et gra:nistorage capaclty. Cq)ff

. Sov;et Port Capa01ty

!
4

“We estlmate that Sov1et ports could handle as muchmss 36:

. hnllxon metrxe tons* of gratn 1mports OVer 12 months w1thout
'g:serxous.problems.. The four maxn Sov:et ports - Odessa, 3*-Qf';§”
. Lenlngrad lechevsk, and Novor0331ysk - have a comblned annual
;capaezty to 1mport graln in excess of 24 mllllon tons. ThlS rate
was observed durxng 1973 1975 'and recently when-graln 1mports"

reached h1stor1c peaks.: we also know of 14 other Sovxet ports ?ﬁ"'

_»_... B s

.that have been,used to unload graxn and these are factored tnto

our . total estlmate {see ‘Table A-1) gﬁi/f

¥ To estimate graln handling eapaclty at selected Sovxet ports,
the following factors. were considered:
o - Total number of berths used for grain 1mports at 18 ports
. (total of. around 70). -
"o Grain unloading rate (has ranged from 1 500 to 8 ,000 tons:
per day. ' .
0 Ship turnaround ‘time and -average deliveries (current
_aver§ge turnaround of 20.3 days and average load of 17.3.
- tons :
..o Port worklng hours- (assumes two 8- hour shxfts)

N . - 2 0 - )
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The task of handllng Iarge quantltxes of graxn up to port

eaoaclty is dlfflcult. The Sov1ets have a barely adequate
1nventory of excess rallroad cars to mova graln 1mports Jnland
and have had dxffxculty 1n developlng effxclent transportat1on
.schedules from the port to lnternal storage areas. - Mbreover, the
Aentlre Soviet raxl system suffers from poor managenent._ﬁéfh

The USSR.ma]or graln ports are currently worklng the same_
u‘number of ShlpS as durtng the peak perxods of past ]1fts, but are;'

operatxng at reduoed eff1eleney . The max imum number of berths

' FIcurrently used for graxn is near hxstorlc hlghs, but the average

load dellvered is- down wh11e turnaround t1me 1s up (see Table A-
2) There are several factors contrxbutlng to thlS 1netf1e1ent
'-'Performance.' .7'3'?j ;13fff{'l£ j.:." -}.:‘?”ﬂf-}['. i
'%f :oﬂ The US embargo, whlch has forced Moscow to lncrease éraln
"-,1mports from Argent1na.' Such. 1mports must move on smaller'
'_shlps due to draft restr1ctlons at Argentxne graxn ports
.compared to Us Gulf ports.‘ Thxs has “inereased the number
‘.fof ships that must now ‘be handled at Sov1et ports to.
,‘dellver a ngen quantlty of gra:n and led, in some cases,f E
';to longer turnaround t1mes A . > o
'o.'Contlnued problems in the USSR w;th rallcar avaxlablllty,
;especlally those des1gned to earry graln. | .
o) :Inoreased transsh1pment of graln on, Sovxet account 1n“;
Antwerp, Hamburg, and Rotterdam for delivery by small
coastal vessels to river and sea ports in the Sov1et

Baltxc area, which ‘has 1ncreased_congestlon there.

" ' ' - LS P :
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o Ongoxng Sov:et labor and manage ent problems 1n

coordxnatlng the grazn 1mport pr grmn."'

- Internal Transportatlon Constraxnts : 15‘_;'-f7 ijj:.}“f;.-

" The ’ Soviet trensportation system meyes a iarge.volnme of-
_grein annually in cenjunetibnmwith_the'domestte harveet"and the ’
distribution-of imported grain.- The-dverwhelming snare.is ‘
.transported by rail -- the pr1mary mode of- transportatlon in the.f
Sov1et Unron, some 93 pereent of all - gra1n tonnage WRS shlpped by
rail 1n,L975 whlte_only six percent.were transported on the_n
'r,vers;.(ﬁ)- " S ,..H - S , .

Unt11 the early to mid- 19705, when nearly all econom1e-'
activity wes concentrated west of the Urals, rallroads were able

to handle the 1ncreased demand for frelght and passenger serv:ces

':”‘ along thh the growth of . the Sovzet economy ' In reeent years,

..-—;u

“_mhowever, the contxnued growth of the ecopomy, the geographlcal

shift in demand for ‘longer- haul frelght serV1ces as Soviet
‘idependence on beerlan ‘resources has 1ncreased, and the relatlve .
neglect of the’ ra11roads in the allocatlon of 1nvestment
resources have severely stralned the capaclty and flexxbllrty of
the ‘rail system.: Shocks to the rail system, such as. surges in
demand for rall transport serv:ces in conneetion witn 1erger
:graln 1mports and transit trafflc to Iran have resulted in
‘. dlsrupt1ons, delays, ‘and tempory embargoes. gsf/{ .

"While the Soviet rail system servxng_the grain ports has

. sufficient capacity to _handle more than the 36 million tons of

. grain that the ports can handle, the actual operation of the rail

system is stretched so ‘tightly that any additional strain would

) : --22H,
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'lead'to.further3deterioretionﬁtn-performanee. -The current .:':
stralns in the system are reflected in several ways.

. 0 fRall car. turnaround tlme is 1ncreasxng rapldly, teading to'

E 1nefflclent.f1eet ut1lxzat10n.'u S IR

=.‘o. Labor’ product1v1ty on .the- railroads is declxnlng
.:o.fTraxn speeds are slow1ng |
"o -The annual rate of 1ncrease in traffle hauled is
.,‘Stagnat lng" ..;‘ | . . . .. -
’ 0n1y by enhanced ra11 product1v1ty (decreased turnaround
. time, 1nereased average loads, shorter average length of haul),
'_lmproved management (partleularly more effxclent schedullng and
alloeatzon of ra:l cars and locomotlves) and by, not’ movxng low-.ﬁv
.-prlorlty 1tems “or 3531gn1ng these to other transport modes can
-the ra11 system relax some of 1ts tautness and be able to accept;

.

';:the movement of add1t10na1 graxn. (U) .
| Moscow must make a dec1S1on on eco-omle prlorxtles for thts“"

to cecur. If the 1nterna1 graln supply 31tuatlon beeomes

crltlcal enough we feel that the Sovxe s will. divert non-

"essentlal trade and allocate the requxred transport assets to do'.”

'so.“ The drawbaek to such an undertak1ng, however, would be

disruptrons ‘to the domestlc economy: (U)

‘ . —23— . ) :
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~”'USSR- Unloadzng Capaclty at Grain Ports - o

;~f;~?‘.,._ . Average-'a - Potal v v
. Maximum - - Daily o+ .-. Daily
Number - ' -Unloading - Grain -
of Berths® - 'Rate Pér.| * - - Unloading .
.Used for'-. .~ Berth .J Capaclty

Grain - -+ ‘. (Tons) ... . _I(Tons)

Black'Seé

DR 28000 . 20,0000 L T A
Cow i 250040 L U 17,500 < Ty
. .2500 . 17,500 .- .0

Odessa - . -. - ¥

¥ NOVOPOSSlySk L

-.lllchevsk

“*- Nikolayev- S
- Poti - -;:'”T;

N NG s

_ Tuapse - 1750 - :-5 5 250';‘f :
Ba tumi L D 3I50- 0 oL 1,750 )
Kherson TRl 1750 L 15,280 7
Zhednov S To%5%0. 3,500,ﬁ? .

", Baltie oL L L e A S e T e e e T e T

--Len:ngrad T8 - UL 128000, -t 20,000

:Klaipeda - B . L TR 1750 B 85150
Riga e -4 - 1780 . oo 7,000 - -

- a.Ventspxls. 3T, e s -3T50 0 T o 5,250 - 3 '
Talliman '~ .- " /-2 Sy 1750 . - 3,500 ..
Baltiysk . . 3 s 175000 - 5,250°
Kaliningrad - 6 S . 1750 10,500

Pacific - ':‘.,.f'“ ' T T T

. Nakhodka I . 1750 v 5,250 ¢
Vladlvostok 8 1750 Lo 5,250 .

150,250 tons/day ..
. X 240 day year -

S 36'060 i&g/}ﬁns/year

———— e
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. {ff} u,“'Sov1gt Graln Ports- AVerade Loaﬁ and T g
e Sl AverLge Turna ound Time - ,k»g:nif
R ﬁ»“ E "ff;Turnérouhd T

R Do Load - Turnaround Time '
- Annua_l.Av.e.-ra'ge : (thousand tons) ' (nrumber of days) ) beégufr:l;gr.

. R . oo . R . . " R - . .5,.. . Laelen
S ' . 1975 .. ._' :“:.-‘ N 32.0 L ‘ . '.' - .:-. 19 7 . . ,'... B 22 7
o yage T g iy o o ggel o L T 35

. 1980 (Jan-Nov) o A Y S B
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