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INFORMATION

MEMORANDUM FOR: RICHARD V. ALLEN

FROM: TIM DEAL }&~

SUBJECT: Grain Embargo

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 major countries 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 duriﬁze;pe JulyTSeptember 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. ’}Efﬂ

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. /92

4. Impacts on Soviet Livestock Sector. The loss of 8.4 MMT
of grain due toc 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

AN - ZS(Z -$
CONFIB@NTIAL |
ReVlew\Cin February 3, 1987 By | | MRS DATE gb/&
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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

/G

. the 1979 level and 5% below plan. QQJ

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 requirements. If the partial embargo continues, the Soviets
will probably import about 34 MMT of grain during the October 1980 -
September 1981l period, 6 MMT higher than in the 1979-80 agreement
year and 2 MMT below Soviet port capacity. The effectiveness of
the embargo has been rYeduced 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%. €9§

CONFIRENTIAL




+ .« =" No Objection to Declassification in Part 2010/10/12 : NLR-748-20-1253:4 , - "~ . Mg‘/

| MEMORASDUM BRI I A - 1?
f s NATIONAL SECURITY COUNCIL S f,g?g’
ENTIAL WITH SECRE‘I’ ATTACHNENT R [(94

' : INFORMATION

Yl

January 30 1981 foff

SN LR e AR BECLASQW&DHPART
MEMORANDUM'FOR:-” T RICHARD V. ALLEN - -7 KL A

FROM: . WILLIAM E. onom\/s/ EV(& m%m r// |

:fifgcraln Embargo Agalnst the USSR (U)

' SU.B'JEC-!T.: L

CiA“is producxng a paper Whlch sums up the 1mpact of he graln embargc

on the Soviet economy. :.I am attaching a typed copy for your-advance .
“information  (Tab A). . The finished versionh will be out early next week. -
- 'If a Cabinet Meeting dlscusses the xssue, thlS paper could be useful

background._;}ﬁ?i_ﬂ%_ﬁ”ﬁ j,ﬁwLHJ . .,%ﬁv_ . L

§ I would llke to add. some- comments on the, "key findlngs" of'the QIA
. 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 tham the simple flgures-'
indicate.  Moreover, as the paper says, the Soviets cannot maintain.
\ the status gquo in livestock production. because~they cannot. import the
required 40 million tons. this year. The follow-on effects, therefore,‘
are stlll comlng..;gz?n-t.” '~~”' L . . . LT

Second, it is. 1mportant to reallze that 1nternat10nal grain demand .
remains  so great that U.S. exports have not and will not suffer whether
or not’ the embargo is llfted. ;92)

: "I‘h:l.rd, Argentma was the crltn.cal break in our J.nternat:.onal embargo
.:effort.  'If the U.S.. takes a more forthcoming approach.on arms sales. .
_“to Argentina, cooperation in.an embargo might be forthcoming. In otherf
" words, past failure to coordinate international support does not. mean
that 1t w111 necessarlly remaln a fallure. ;591 ‘ . . :

'[ Fourth, and more 1mportant than any of the economlc arguments, the
| political impact of the grain embargo is not widely appreciated in the
J, Congress or in broader media circles. | o

|- 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

el vere discredited in their judgments of what an American President cou .

. make stick in the face aof an election process in the grain belt. (,62’))Ja

ON FILE NSC RELEASE INSTRUCTIONS
APPLY

com?n}g NTIAL WITH SECRET ATTACHMENT
Review pn January 30, 1987
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ThlS polltlcal 1mpact was no . less 1n the Persian Gulf states, partlcu— -
larly in Pakistan and. Saudi Arabia. . The Europeans were also. shocked, -
upset by .it, but forced. to admit that " the U.S. .really.seemed. .to be ...
serious. The technology embargo thraugh COCOM, to be sure, has much .
greater significance for slowing. Soviet economic development:; but the
signal of political: w11l/1n the graln emhargo 1mpressed the flckle
Europeans far more. . .

Yodec131on to llft the embaggo, therefore, Wlll have a polltlcal S
effect of greater import than most observers realize..- Perhaps Presi- .

“gent Reéagan would not. ‘have made- the embargoﬁaec151on at the time, but

now' he has inherited a. smtuatlon ‘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."business as. usual." Clearly ‘
. the President does not mean that, and some may argue .that his state~

ments thus far on East-West .affairs erase any doubt. Those statements}.f

- . however, will:be seen by many as a cover for m v1ng back to "busxness

as usual" whether he de51res that or not.

-To sum up, 1t may be p0351b1e to- llft 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 another .
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 linked. Holdlng the- embargo w111 help you on tech— 'f
nology. and tpadef;jkg?~ .o . . . ‘ . '

cc: Tim Deal

CONE IDENTIAL

N\

\
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- USSR: " ADJi:ST‘INc?_ TO ThE 'ﬁ:ﬁ GRAIN EMBARGO'

In January 1980 the'US and xts mauor aIlles adopted a,i“:

package of eeonomlc denxal measures agalnst the USSR-fOIlOWlng

e e .

1the Sov:et 1ntervent10n 1n Afghanlstan.' The denxallneasure that

shoeked the Sovzet Uhlon the most and lnce has been the most

e L
) -

. controversxal was the partlal embargo laced on,graln shlpments

‘ L-M-

ﬁﬂuiby the US and;cooperatlng exporters. leferences contlnue to

N --‘A.-. .'i»

;fgexxst 1n the medxa and among exporters about the effect:veness of

.

eifeetxveness.j

ﬂ 'ﬁnz

"the'US sanctloné denyxng the USSR 171n11110n tons of US graln xn

:the US-USSR"Long T%rangreement (LTA) mear endlng Septmnber 1980

owhel

In an effort to clar;fy the graln embargo s 1mpact, thls,f' |

_fjlntentions through the US post—embargo perxad and analyzes 1ts h

.

;It covers the embargo s 1mpact on (1) 1979/80

grazn imports for JuIy/June and October September marketlng

'xfﬁ'years, (2) the llvestock seetor, and (3 port congestlon.: The

”..probable effects of:

on Sovxet gratn 1mports and meat productxon are also dxscussed.

(© . R

No Obiection to Declassification in Part 2010/10/12 : NLR-748-20-125-4-3

paper traces our pre-embargo estxmate of Sov;et graln rmport .'ti‘.'-

lftlng the US graln saHCtlonS ln early 1981 ;ﬂ-yﬂ
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The xmpeet of the US graxn embarg on the USSR was

}substantlally lessened by Moscow s abl 1ty to flnd alternatrveuk

sources of graln. Only the Uhlted States actually cut baek ‘on

:graxn exports, Argentlna refused to co perate and the other

exporters sold more graln to the Sovxe .S than pro;ected when the

_embargo was announced.x Consequently, the Sovxets were able to

"replaee half of the 17 nulllon tons denled thmn by the us in. the ' .

_-’x

The embargo reduced Sovxet gra:n 1mports 1n the LTA year |

'@;:1979180 frmn an exgeoted 36 mllllon to 28 mlllxon tons, wh1ch
'nexacerbated an already txght feed s1tuation.' It reduced graln

'avaxlable for feed by roughly 8 percent - assumzng no equlvalent

.;:lLong-Term Agreement (LTA) year endzng 30 September 1980 (C)A.}u,,f:

drawdown 1n stoek e or an mnount suffx 1ent to produce 650 000 . ,.Uﬁ

".tons of pork‘(carcass welght), equal to. about 4 percent of meat

-Q'produetlon ln 1979 ; To soften the 1mpaet of the sanctlons,

however, the Sov1ets by draw1ng down stocks were able to hold the

>,

;-drops ln graxn fed to lxvestock to '3 pencent and. meat productlon ,ﬁ

A

.:H°n gra1n 1mports ln 1980/81 fOIIOW1ng another dzsastrous graln

'harvest ln 1980 we estlmate that to malntaln a status quo 1n'

LR

1981 lxvestock productlon WOuld requ;re the 1mportatxon of over

40 million- tons of graln durlng the 1980{81 LTA year. Such.a.'

high level of 1mport is not feasible. (C

Whether or.not the us partial embargo is continued, the

Soviets should be able to obtain enough grafn in world markets --

) _3_
No Oblectlon to Declassxflcatlon in Part 2010/10/12 : NLR -748-20-125- 4 3

to 3 percent.3 The low stoek level has left Moscow:nore dependent.;_f
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‘-1nc1ud1ng 8 nu111on US ~~‘to 1mport ddrzng the year endxng 30
:"'September 1981 up “to. the;r current handling capaclty of 34

'”fnulllon tons, 6 mxllxon tons more than in 1979/80.' Support for

- e
cat e -
.....

ﬁthe embargo among our A111es has erode to the poxnt where

1

avallabxllty of non—US graln W111 be: less of a problem for Mbscow .

than port congestxon.; In addltxon, the Sov1ets should have no

.

judlffxculty purcha51ng 2 to 3 nulllon tlns of soybeans and e

‘West European flrms.'

:ﬂ:Should the embargo be 11fted the Sovxets would take addltlonal -

~*Jquant1t1es of US corn and soybeans, 1f offered, and probably

:'x;defer or eancel delxveny on’ SNﬂllaP quant:tles frmn other-”'

'-:orlglns.. Such a move would enable Moscow to use larger Shlps to

j congestxon at Sovxet ports. (C/NF) éL - ~'. f'v;f:-iul'

:carry graln, thereby reducxng shxpplng costs and ea51ng

?er cap:ta productzon of meat 1n 1981 w111 be down for 3

the thxrd consecutlve year. Meat productlon 1s forecast to be no.

w

ularger, and possxbly smaller, than last year, when it dropped 3

i':* percent below 1979 Prlor to the embar o we had prOJected no.

,7- ..-- -

.idrop in 1980 meat productlon. The dom1 ant problem for Sov1et

.. meat produetxon 1n 1981 1s a second sue essxve bad harVest of

gra1n and other feeds._ A contznuatxon £ the US partlal embergo'

on grain would have llttle effect. (C).'

. CC G .
No Obiection to Declassification in Part 2010/10/12 : NLR-748-20-125-4-3
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~“-_",.estnnated to be about 20 nulllon tons. (G)-‘

R No Objectlon to Declassmcahon in Part 2010/1 0/12 : NLR 748 20- 125 4-3
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In the fall of 1979 Moscow expect d to use Iarge grain

-L 1mports and drawdown of stocks to soft n, the 1mpact of a poor'
.Jgraln harvest on the Ilvestock seetor.. A dxsastrous 179 mllllon-fe‘
zton graxn crop and poon forage crOpsllmplled a very large defxcxt

'(1n the 50 to 60 nullxon ton ‘range) re}atxva to requlrements to
malntaxn herds and flocks, and fu1f111 11vestock produetxon goals_ﬁ

: for 1980 ; Carryover stocks from the 1978 crop were very roughly

ge »..-..

By mad September trade sources were reportlng relatxvely

-:?.large Sovxet purchases of non-US grazn nd Sov1et xnterest 1n:

o

belng permxtted to buy con51derab1y mor than 8 mjillon tons of &:'
-:US graln permztted under the upcom;ng long—term agreement (UTA)
c year beglnnlng 1 Oetober 1979 The conflrm&tlon of Sov1et

'f:ntentlons to launch a m3351ve grazn 1mport program surfaced at :

!. .

the October US-USSR grain consultatlons ,when USDA offlexals'

.

"offered them 25 nnlllon tons of wheat and corn in the year endlng

.September 1980 Intelllgence sources almost unnedxately

-

'":jxndleated the Sov1ets would take all the US graln offered, plus iio

about 11 mllllon of non—US graln, and 2 5 m:lllon tons of
soybeans and meal. The total expected purchases of roughly 38

'nullxon tons durlng the year end1n¢ 30 September 1880 was near'

the-llmlt of our estlmated Sov1et annual port{capaclty_for
handling bulk agricultural commodities. (C/NF)

NMXimizfng'imports_anavdrawing down stocks would have

. softened, but not eliminated-the adverse impact of the production

o PR S UL s
No Obijection to Declassification in Part 2010/10/12 : NLR-748-20-125-4-3
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_shortfall on 11vestock goals., Supplxes of graln for feed st111

'would have been below requlrements. (U)

z'US Sanctxons Imoosed 4 January

The unxlateral suspengnon of US agrzcultural exports to the h

.USSR on 4 January was . targeted et the important and hxghly

vulnerable 11vestoek.sector of the Sov et eeonomy.L:It ;:;'

X

unned1ate1y denled the USSR 17 nullron tons of graln, 1 21011110n o

.ﬂtons of soybeans and meal and smaller quantxtles of poultry

.”i scheduled for .ellvery 1n the LTA yeer endlng 30 September

'5'1980' The'trade.sanctlons xmposed several restrxetxons on- US

.dV The rema1nder of 8 mllllon tons of wheat and eorn ot - e

’-:shxpped as of 4 January had to leave US ports by 1. Aprxl

.h:m-uaw_.-.)

sa v
M \wa-\-

.;;”o :Export llcenses were requlred to. shxp grarn to USSR '; %:f}}

"o 'It Wes 111ega1 to sell SOV1ets US grain' not lxcensed

under the 8 mxll:on ton llmlt through a thlrd country.

o 'Processed agrxcultural products made 1n forergn countrxes 0,

......

‘ffrom US-raw produets eould not be sold to the USSR e, g.,f S

. §soymea1'ma&o from\US soybeans.

: o~.Non—US graln could not be sold Ty UsS traders to the USSR‘

'(Th;s restriction was rescxnded last June ) (U)
To make the US embargo effect;ve, Us OffICIaIS after
1mposzng the embargo met W1th representat1Ves of other major

graxn exporter natlons on 12 January to obtain the1r

cooperatlon None of the etporters - ALgentlnu Australla,:'
.Canada, and the EC -= agreed to cut back graln sales to the
-6~

No Objectlon to Declassnflcatlon in Part 2010/10/12 : NLR -748-20-125-4-3



:not to’ 1ncrease sale:

‘than 1n any'other prevxous year. (C)

-“European ports

No Objectlon to Declassxflcatlon |n Part 2010/10/12 NLR 748 20- 125-4- 3
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(AR

Soviets But‘statedfthepﬂﬁould not replace'direetly or”indireetly

. the 17tn11110n tons of US graxn denxed. In turn; the US agreed: :

ito other exportels' traditional markets.“u:ﬁf?"

Because connmdxtles other than gra;n were not drscussed no

-_:

agreement was reached on sales of 01lsTeds, meal ‘and 11vestock

products..Subsequent-dxscussxons W1th he exporter governments

concernlng thexr'actlons to control gra1n exports to the USSR ::

.levels._ Thls turne out to mean a level as: large as or larger .:'j'

The exporters, 'neludlng Argentlna, agreed to partlclpate 1n

r

:nmnxtorxna graln trade to the USSR They have regularly met thh

smig s [

- . U8 offlclals to exchange informat1on on new sales, measures taken

H ""'». .’:

sta control exports to the USSR and actual Shlpplng data. The EC

'has not cooperated 1n provrdlng transsh;pplng data through north ,

1t1ng connmrcxal secret as the reason.a(C]ff;*“m

".September 1980 'theESovzets could probab y replace 12 15 nullron

PN
‘:'5.
e
.

of the denxed 17 mlllron tons W1thout ‘ex orter cooperatlon and - 6—.

-9 mxlllon tons w1th eooperatlon. Con51d rably less gra1n was

avallable 1n the marketzng year endlng 34 June 1980 because of

the shorter time the Sov1ets had to arcrange new charterxng and

‘shxpplng schedules to move large quantltxes of Argentxne eorn and

_soybeans available from the April harvest. (C/NF)

" No Obiection to Declassification in Part 2010/10/12 : NLR-748-20-125-4-3
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9 B Sanctxons Reduced Soviet’ Graln Imports, 1979/80

We estlmate that Sowet gram 1mports on. the 1 October 1979-"_:».

30 September 1980 year totaled nearly 28 mzlllon tons,' as shown

in Table 1. * Thls amount fell 8. 4 m11110n tons short of pre-~-" o
embargo expectatlons.:, It mcluded 8 4 mllllon of US graln and

19 2 mzlllon tons from other orlgxns. i Wlthout the suspenszon we

.-w'f e

had expected the US: to export about 26 milllon tons and other e

2 '.' . suppllers 10 mllllonhtons to the USSR Thus, the Sovxets have

1

o make up only about half of the 17 m11110n tons of US

been ablef'

- gram embargoed--‘ near the hlgh end of the 6-9 mxllxon ton range

“:.- A
o " . x .

we- estxmated last January. .,(_C) S . ’

_ ) Estlmated 1mports on the 1 July-—30 June 1979/80 marketmg_
@ year (MY 1980) were larger at 31 mllllon tons but. st111 6 m11110n

'. tons below pre embargo pro;ectlons.' US exports at 15 mlllmn

tons were neanly 7 mllhon tons larger, however, than durlng the .“—

Oetober/September year (see Table 2) Th1s reflects the large US

gram shlpments durlng July September 1979 before the LTA year o

LS i
.....

began on 1 Oetober 1979 and the year 1n Whlch the sanctlons

applled (C)-

* The press -~ both domestie and foreign -- has contributed to
some confusion regardxno' -the effectwehess of the embargo because -
import statistics differ between the m rketlng and the LTA )
: years. The usual marketxng year for grain begins 1 July and the
. * years under the LTA begin 1 October. [t was under the agreement

year becflnmng 1 October 1979 that we denied the Soviets 17

A,
&

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 80 June is normally used to
Yitv Af ornin far lnrpt:fnak feedine. :

an No Obiection to Declassification in Part 2010/10/12 : NLR-748-20-125-4-3
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USSR Total Gram Irmorts. 1975/77 - 1980/81
i ' Oc:tobel‘/S%Le"ner Years e
- - fmillien tons). - *

. 1976/77 1977/78 1978/79 7 igras80° - o e 1980,31 T
. Estlmated Pre-ﬁmargo Forecast Known Pur- =

s :Forecast .. .,.7 ' chases or:"
e RRRCE S e B coy Ll - Agreements 7
o ‘:' oL I E e To Date -
S " 6. " 8.0
‘Canada. % 1 0.5 x
-Australia. i .t _. T3eS
- Argentina--; -.",23" 10,0 ;
:E. Europe . .. .43 Sn 1.8 .
_Thailand ) -_lf R S b :

. S, Afriea..
Sweden - 'f{'--‘
Turkey

N, Zealand
Brale .0

: ,I-'l ,"1"1-

Te T . . . R - . P -

1. Includes wheat flour._ ' _ _
2. Includes 500, 000 tons mlxed feed at least 50 percent of LT
. which is grain. | : .
o 3. Calculated by dxv1d1ng calendar vear statxst:cs bv 4 and .
. adding appropriate quarters. .

4. .Includes estimated 500,000 tons of dlverted us graln. -

S. E\cludes 5 million tons of rice.

-
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“mm-cmmrmwm.mmns~mwm1‘~~
: oo, 1 dJulv/30 June Years - -

e

. LT {(miliion tons) ‘_ RO
SR : T S 1980/81 -

T E'fu5~ LT E T M ieresme v “1980/81 | . % " Sales and-
- IR .- 1978/79 P Preliminarv C -Forecast . . Asﬂ't'vsaemen’cs1

LY

'
3t

»
o

L]
TR o uw

11.1’5

.
R

Canada .
 Australia
EC s R
. .'.Al‘gentina: e
~ .~ E. Burope™

- d
]

PN
,

Lo o
M L ]

.. Thailand . ‘e
. S- Afl‘ica' o.‘: -

~ Sweden ... .70
- Turkey v ..
- Spaim...

SRR 28,
*
N Lt

RN
o o

" Total2

: : : e
o ou = <. . - . ).-;_i . ~
. - ’ . . . . .
. L. As 'of 25 January 1981. S RS : R _
: 2. Excludes .5 million tons of rice. . S ‘ o
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H-h61rcunwentxon of Embargo 3_:; .
Mh have no evzdence that large amounts of US graln were

i-,:d1verted through thxrd countr:es to the USSR Based on

"fflnc°"m1ete lnformatxon we estxmate that 500 000 tons of US graln B

fcould have. gone that route---d:vided between Roman1a and northern’.
N r . ,.... . 25X1

-~

‘European transshlpplng operatlons. Sunllar quantltles ofUS

'“ooybeans and meal were probably transshlpped through northern;V

- Europe ports

. ‘more than 1978/79

'West Enropean“reports.cla1nung ierge amounts of US gralnxfﬁaf
A were trensehlpped through Eastern Europe are exaggerated and
.‘uunsubstantxated._ Larger East European 1mpofrs were needed to 3

.';support lrvestock'productlon goals because of a shortfall 1n "%:

‘thelr 1979 harvests : W@ estxmate that Iess than a m11110n tons',

'out of East Europe s total 1mport of 17 mllllon tons -~3 m11110n-

-

. :

‘l“graln and transshxpments to the USSR -(C) ;:?3 ' ':_ .gh;.f}l -
' Over 75 percent of the estlmated 8. 6 mxlllon tons of Us

.-graln replaced came from Argentlna, Canada, -and Australla (see

; were used to replace expOrts of dOmestlc‘TT:""um

Table -1). Shlpments to the USSR in 1979/80 were & record for all .-

of the,ﬁa]or exporters_except Canada. T e.other 25 percent wae
imported'from a number of -exporters, incfuding‘Sweden, Thailand,

Eastern Europe, and France. (C)

o L 11 |
No Objection to Declassification in Part 2010/10/12 : NLR-748-20-125-4-3
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. Fmbargo . Imgpsed Loglstxcal Constra:nts

The US sanctlons added to loglstzeal constralnts on the :

b quantzty of . 1mported grazn and OIISeeds the USSR could handle in ;im

1979/80 We estxmate the throughput capaclty of the ports was

-reduced by severallnxlllon tons. Thus, even if more non-US graln'

T had been avallable,'xt 15 doubtful the Sovxets eould have

1mported more than the estxmated 30 m11110n tons (1nc1ud1ng
'.': soybeans) they were able to purchase d&rlng the LTA year 1979/80
(C).f. R SRS RO e o . R

Pr1or to the embargo, CIA estunated the annual Sov1et graxn

7?jhand11ng capacxty of 1ts ma;or ports at 36 m1111on tons _ Addxng

.'2 41n11110n tons 1n mznor ports and for 1mports by raxl g1ves & :.:

total of 38 40 nnlllon tons. Suspendzng shxmnents of over 18

?:Jnlllxon tons of Us gralns, soybeanS, and nwal Whlch W°UId have ::7 »

moved in large bulk ocean carr1ers, forced _the Sovxets to buy

"fronta larger number of supplxers who were unable to sustain the

same scale of-graln movements. The sh1 t away from US deep water"

'ports substantlally 1ncreased the numbe of smaller Sh198:
.larr1v1ng in Sov:et ports. For example, because of draft 11m1ts
- raughly thce as many shlps are needed To move the same quantlty
"of graln out of Argentxne ports. Congestlon ex1sted at most
ports durxng 1980, thh berth throuvhput rates down and

"turnaround.txmes-up. The increased use,of transshlpment

* This estimate was also supported in October 1979 by trade
sources based on their knowledge of known purchases and delivery
'schedules for grain and oilseeds worked out with the Soviets for
1979/80. 'See Appendix for discussion of Soviet port and
transport capabilities for handling grain.

No Obiection to Declassification in Part 2010/10/12 - NLR-748-20-125-4-3
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facxlltxes in Western Europe, whlch r quxred the use of large

. numbers of coasters, also added to’ con'estlon 1n Baltzc ports.

":Impa.ct“.of .-S.a'n.ct.i‘o'ns' on:" So‘\;.iet 'Livestock“ Sector

T
13

The eonsequenees of reducmg graln 1mports from 36 to 28

mllllon tons because of the embargo have fallen most heavzly on',

the 11vestock sector. Because port capaclty lxmxted lmports,_

-

even thhout"the embargo the poor 1979 g‘ram and forage crops

would have ‘_forced the Sov:ets to make ad]ustments. 3 Meat

productlon 1n 1980 probably would have shown no mcrease and a-

' downward ad;ustrnen : :in growth of llVes ock 1nventor1es also would
have been needed to match the reduced feed base. However,' t'he'“':"'""
embargo worsened the sxtuatxon by further lnmtxng graln 1mports.-

G S T - o VLD PRVE TIPS

,“ . ’I‘he 8 4 mxllxon.'tons of gram den1 d the Sovxets by the'

embaroo would have resulted roughly in n 8 percent reductmn 1n
gram ava:.lable for feed assummg it was not renlaeed from

stocks.AExpressed 1n another Way, thls was enough to produce
rouwhly 650 000 tons of pork (earcass w 1Uht) equzvalent to
slzghtlyxnore than 4 percent of meat ou put in 1979 : Because of
‘a large stock drawdown, however, the to al °~ra1n avallable for
feedrng only dropped an estlmated 2 per ent 1n 1979/80.. The.
short feedgrazn supp11es actually lmpxnged on- the llvestock |
'sector in three wayS'—~ a Iower meat and milk output lower
anxmal‘welghts, and slower growth 1n herd numbers. (C)'

. Meat production .in 1980 came to 15.1 mllllon tons -- 3

o percent less than last year and 5 percent below the sharply

L. " ) - 1 3._ . - : o
No Obiection to Declassification in Part 2010/10/12 : NLR-748-20-125-4-3 .



' 'soclallzed sector.. Puultry is the onl

. undoubtedly recelved pr1or1ty in the dlstrlbutxon of concentrated'f

e S VANl WS

No Objechon to Declassmcatlon ln Part 2010/1 0/12: NLR 748- 20 125-4-3
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-reduced blan'bf 15'71ni11fon tons.. vaestock anentorxes at . =

: ‘yearend 1980 were roughly equal to th‘se of a year earl1er

"Vlbecause of a determlned eampalgn to 5 staln herds 1n the

category that probably

fshOWed mueh 1ncrease in numbers and product output over last

year. . vaen offlcxal data.fqregg prod ction, the poultry sector
| 't

' feed supplles beeause of 1ts relat1ve1y h1gh eff1c1ency ln.f““

'lconvertlng feed 1nto products.H(C)ftn;'L<ff?q'iiﬂj*‘ :{5

,_,-«.

::0utlook for 1980/81 Sovxet Graln Imports

‘H1980/81 to hold down losses xn the llvestock sector followxng a -

"189 nulllon tons w111 1eave the SOV1ets far- short of

The USSR.wzll try to 1mport as nmeh graxn as posszble dur:ng

seeond suecessxve poor graln harvest. A 1980 graln harvast of

PN

"requlrements.., Wb also belleve Sovxet dependence on lnmorts is

,..

mueh greater than a year ‘ago. because of smaller graln stocks and'

“-a poor potato crop._ The estxmated stock drawdown of roughly 12

k]

¥ We estimate a deficit of roughly 40 million tons exists if:
(1) livestock herds.are not reduced, (2} no.additions to grain
stocks are made, (3) livestock productlon is maintained at

. ¢urrent levels, and (4) no decrease occurs in non-fuel uses of

grain.

‘ - ~14- . .
No Obijection to Declasmﬁcatnon in Part 2010/10/12 : NLR- 748 20 125- 4 3



"xnxlllon tons in 1979/80 has probably reduced operatlng stoeks to

'?ibe 11m1ted more by port and 1nterna1 t ansport constralnts than
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a dangerously low level by Sovxet standards.-ﬂ Addxtxonal

drawdowns thxs year may be tempered by Moseow s 11ke1y concerns '
.OVer the uncertaln outlook for the 1981 wxnter graxn crop and

'Hbstern threats of new graln embargo a tzon over Poland (C)

¥ We expect Moseow to import about 34 m11110n tons of graln 1n .

_the current LTA year endxng September 1981 6 mlllxon tons above'

- 1979/80 even xf the US partlal embargo contxnues.u Imports wxlI

.L

“'Moscow s ab111tj to'buy graln in world markets, especially lf
‘nArgentlna has a good coarse graln harv st thxs spr:ng. Although
..gratn supplles are t1ght the wzllzngn ss of the SOV1ets to pay .

"prennum prlces should attract all the non—US graxn they can

handle., Mbscow also should have no dxffleuLty purchasxng some 2— _{“

3 nullxon tons of soybeans and meal So far we estlmate the
-_Sov1ets have purchased or agreed to purchase some 29 mllllon tons’
of graln and 2 mllllon tons of . soybeans, soymeal and manloe.x

i | (C/NF)

The eontznued effeetlveness of the part1a1 Uus embargo on’

graxn exports lS bezng rapzdly eroded by 1ncreased sales from

‘other exportxnd countrles and. by the Sov1et ab111ty to clrcumvent

- some of the lov1stxca1 constralnts present durlnc the last’ LTA

year. Only’ Australia and the EC of the ajor exporters are

eooperating with the US.to-hold‘exports:‘t tast.year‘sﬁlevel, but

-

* The USSR holds an unknown.quantity of|{strategic stoecks of

grain to supply their military -forces and civilian consumers in .
time of war. This is in addition to operating and buffer stoeks -
aceumulated or drawn down in years of go d.and bad harvest,
respectxvely ' . - '

No Obiection to Deolassific'ation'in Part 2010/10/12 : NLR-748-20-125-4-3



" 'both planned to revxew thxs pollcy after 20 January.—,.S e

i the embargo.:(C)

,'graln 1nmorts wxll_be3

- reflects the contznued adverse 1npact of January S, part1a1~ ‘k:”} P

.;Desplte the 10g1st1ca1 constralnts we -expect Moscow to contract

No Objectlon to DeclaSSIflcatgon in Part 2010/1 0/12 : NLR- 748 20- 125 4- 3 o
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_.dlplomatlc representatlons that the embargo was 1mportant as A

fcontxnuxng sxgn of dlsapproval to the Rn531ans haVe been undercut

-by the sxgnlng of,Ihe US Chxna graxn agreement Both Canada and
'-Australla regard that agreement as - a vxolatlon of the US pledge

ﬂnot to 1nerease graln sales to thelr tradxtlonal markets durxng

ln the marketlng,year endlng 30 June 198] (MY 1981), the 12~.-,.

-month perxod normally used to analyze feed ﬂV&ll&blllty, Sovxet

11m1ted to about 31 null:on tons plus 2 3

”nullxon tons of 01lseeds and bulk feeds or roughly the same as MY

> '\':.,-

"1983 Thxs redueed IeVel of graxn 1mport compared to the 34

'mllllon tons pro;ected for the LTA yea# endxng 3USeptember 1981

e

embango on both avallabllxty of graln from non—US sourees and

- congestzon at Sovxet ports 1n the Julijecember 1980 perlod .

e e S e
_.._J..' RS "

. ._~x -

¥ During this period we estimate that a total of only 17 millién ..

tons of grain; soybeans and meal were unloaded at Boviet ports or

transported by rail. from Europe. Without the embargo we expected -

the USSR to 'import. apwards of 20 milliomr tons in this period.

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

tons for MY 1981. (C)

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

. of 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 Baltic ports. Reliable:-trade sources
also claim ‘there must be no hiteches in shipping schedules from
the ports of two major western suppliers, Argentina and Canadsa.

e t : ’ 18- - :
No Ohiection to Neclassification in Part 2010/10/12 : NLR-748-20-125-4-3 -
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ensure adequate supplles should unforeseen Shlpplng delays by

L selected exporters develop. The USSR has already purchased over

' 28 nulllon tons of graln plus ‘2 mllllon of soybeans and bulk

feeds for de11very by 30 June 1981- (CTNF):"'

-Llftxng the Embarg_ 4.

Should the Uhxted States 11ft the partlal embargo on graln

.'thxs month the Sovxets could help ease port congest:on by

f;reschedulxng larger bottoms to move_zt and stretch out or reduce

e T

;ﬂembargoed US soybean meel would ‘be - 1m orted dlrectly rather than

transshxpped or processed through West European supplxers.‘ These f~v

""half of 1981 but by the thlrd quarter of the year they;nlght

_ﬂ..ease the port problem enough to ralse graln 1mport potentxal by

some 2 nnlllon tons.: The rallroad system haullnd graln away from

_theuports however, would have to be a551gned a hxgher prlorxty

Z.to move the add1t10na1 graxn to 1nter10r locatlons. Problems of

ra11 car shortages at Odessa; the largeFt Sov1et port 1ndlcate.

that such a. prxorlty has yet to be assigned to haulxng grazn.
(S/NF) AR ( o o
Moscow would be 1nterested 1n.add1t10na1 ouant1t1es of US
corn rather than wheat We would e\pect Moscow to unnedlately
purchase for nearby dellvery several mlllxon tons of corn, if

made avaxlable, and cut back or delay sh;pments of Argentlne

-wheat and p0551b1y sorghum., Shlftlng to US graln could

substantxally reduce Moscow ‘s .cos.ts by lowerlnv shlpplnw charves

No Obiection to Declessiﬁc.ation in Part 2010/‘t 0/12 :. NLR—748-20—125—4-3

“for delxvery in NW'1981 for more than 31 m11110n tons of gra1n to _f

delxverxes of Argentxne graln.ﬁ Eor_th: same reason, xf no longer IR

'lneasures would have lxttle zmpact on t tal 1mports in the flrSt-”?T

I
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‘ at 1891n11110n tons

o T

T Followxng a second suece551Ve poor grazn crop - estlmated

__..'..- pidd

;'the Sovxet feed graxn problem will be

3: worse thxs marketxng year.g The use of graln stocks w111 be

o lnnxted by the large drawdown last year nece531tated to a large

:

'-extent by the embargo.; leen the level of prOJeeted graln

estxmate that graxn avazlable for feed pse could be down roughly

:5 percent from a year ago If the Sov1ets allow llvestock herds.

" the 1980 level of lSlm:.ll:.on tons._' Alternatlvely,, should the

Sov1ets attempt to ma1n»a1n herds on the assumptlon of a return

-to normal graln crops 1n 1981 meat projuct1on could drop to 14. 5

m11110n tons, or 3 percent.. If the US rescinded the partlal
embargo on grain anotherllao,oobvtphs of meat might be produced °

in 1881 from the'net inerease in imported grain. (C)

F The Soviet agency fesponsible*foﬁ‘purehasing.foreign grain.

and largely elzmznatxng current hlgh premxums bexng pald for non~'d

US graln./

Wad

) = — ST L e e L PR '5=1lff~“uf 25Xi;£w
' Impaet of Contxnued Embargg on LIVestock SectorL71981 R A S

"1nmorts for 1980/81 as outlzned above, and o’ stock drawdown, We ST
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Meat shortages wxll be senous d rmg 1981 with or wﬂ:hout

‘ an embargo. : Moscow can be- expected to be actzve m 1nternatronal

markets for large meat 1mports to help flll the gap. We eStlmate’
-that- Sowet meat 1mports reached at’ least 700 000 tons in
l. . calendar year 1980 —- a record —. and could approach one m11110n

: : .tons thls y'egr._ (S/NF) ..: -
..



E reached hlstorxc'peaks._'We also know o

T
o+
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Transport Constraxnts on SOV1et Graln Imports~:7”5x‘

In addxtlon to external graln market cond1t10ns, the amount
of grazn that can be 1mported annually by the USSR is- constralned
by three key transportatlon faetors. ; '

":onlthe capaoxty ofSovxet ports to offload graln,,_;.;'“

of_the llmxted.abxlity of the 1nterna1 SOVlet transportatlon

‘)

*':TSovlet graxn storage capaexty. (U)

_’Sovxet Port Capacxty‘.

" We estlmate that Sov1et ports could handle as much as 38

-z-.. . RIS
R vy .

'nullxon metrlc tons* of graxn 1mports oVer 12 months thhout

uliserxous problems.: The four maln Sovxet ports - Odessa,
Lenxngrad, Illchevsk and Novor0351ysk - have a comblned annual

'x

.'_capacxty to 1mport graxn in excess of 24 nnlllon tons.. Thxs rate
"was observed durlng 1973 1975 and reejntly when graxn 1mportsji'

14 other Sov1et ports ﬁ;;; f"

that have been ueed to unload graln and these are factored 1nto T{i%.

our . total est1mate {see Table A-l) (S)

.o - B . . . ..
R . . . . Ve i -~ .
T . . . . . : X o
freo . . R . - .
e - . - .. . . .

* To est;mate graln handlxnc capacity at selected Sovxet ports,
the follow1ng factors. were consxdered
o .Total number of berths used for grain imports at 18 ports
~ (total of around 70). : '
¢ Grain unloading rate (has ranged from 1, 500 to 8,000 tons‘
per day.
‘o Ship turnaround time “and aVerage deliveries (current
aver?ge turnaround of 20.3 days and average load of 17.3
:tons
‘0 Port workxng Hours- (assumes two 8~ hour ShlftS)

Alm Alimntiome fn Fanlaeaifantinm i Pacl ANRAATANTAA . AL T 740 AN AAE 4 A
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The task of handllng large quant1t1es of gra1n up to port

. .capac1ty 1s dxffxcult.. The SOV1ets have a. barely adequate'

W

: ;1nventory of excess rallroad cars to move graxn 1mports Jnland

and have had dlfflculty 1n developlng efflczent transportat:on j

'schedules from the port to xnternal storage areas. Mbreover, the'

ent;re Sov1et ra11 system suffers from poor management. (C)

The. USSR.ma]or graln ports are currently worklng the same

.number of shlps as durxng the peak per;ods of past 11fts, but aref;:;'

.4-

%,'operatlng at reduced efflclency.' The'maxxmum number of berths.fvgéf

;.currently used for graln 1s near hxstorlc h1ghs, but the &verage"'*'

fload delxvered 1s down whlle turnaround t1me 1s up (see Table A*' o

L

“;2):‘ There are several factors contr:butlng to thlS 1neff1c1ent f't'

,‘

: performance~ ff””wﬁfilf'*ﬁ'h'“"_’-;‘1'”‘“”:ﬁ3ﬁﬂ }.T:'f*-

-o: The US embargo, whxch “has forced Mbseow to 1ncrease graln‘ O

'j;m-unmorts from.Argentlna. Such 1mports must move on snmller“:'.

'“shlps due to draft restrlctxons at Argentlne graxn ports
-_jcompared to US Gulf ports. Thls has 'increased the number )
“of shlps that nmst now be handled at Sov1et ports to

:=:de],1ver a g;',ven QUQntlty Of graln &nd led 111 SQme eases,

r

:_to longer turnaround tlmes.:-f K “

ou'Cont1nued problems in the.USSR wzth razlcar'avallabxllty, .
espec1a11y those deS1gned to carry grain. ‘

”"0' Iucreased transshibment of grain on Soviet account in

Antwerp, Hﬁmburg, and Rotterdam for. delxvery by small

'coastal vessels to river and sea ports in the Soviet .-

Baltlc area,-whlch has 1ncreased congestion there.

. - . . © 1 . . . .
NA MhiActian +A MNAaclaccificatian in Dart 904AN0/4AN49 - N R_7AQ_ON4ADR_AR



i Internal Transportatxon Constralnts
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. o Ongoxng Sovzet labor and managanent problems 1n“'

- coordxnatlng the graln 1mport 'rogrmn.f o

‘The Sovret trensportatlon systan oves a large volume of -

'graln annually in con]unctlon with the domestlc harvest and the

'.dlstrlbutxon of 1mported graln. The oyerwhelmlng share 1s

transported by raxl - the prxmaryxnode of transportatxon in the '

.'-.-

zf_Sov1et Unlon,'some 93 pereent of a11 gra1n tonnage was shxpped by'

"*.grall 1n 1975 whlle only s;x percent were transported on the

'}:'rlvers.,(ﬂlff

Uhtll the earIy to nnd-lS?Os, when nearly all economlc

”act1v1ty was concentrated west of the Urals, raxlroads were able
- to handle the 1ncreased demand for frelght end passenger serV1eesf"

W along W1th the growth of the Sov:et economy., In reeent years,_fk

o RN
Py

. however, the contlnued growth of the . economy, the geographlcal

shzft 1n demand for longer~hau1 frexght serV1ces ‘as Sovxet

dependence on Stberxan resources has 1ncreased and, the relat1ve

5.nevlect of the razlro&ds in the allocation of 1nvestment

‘tresources have severely straxned the capaclty and flextbilrty of -

" the- razl system.” Shocks to the rail system, such as surges 1n

demarid for ra11 transport serv1ces in connectlon thh larger

'graxn imports and transit traffzc to Iran have resulted in

dlsrupt1ons, delays, and tempory embargoes. (S)
While the Sovzet raxl system serving the graln ports has

SHfflClent eapacrty to handle more than -the 36 million tons of

_'gralh that the ports can handle, the actual operatlon of the rail -

system is stretched_so tightty thnt.any addltlonal.straln woulad



. .

"'essentxal trade and;

-y = mwe
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lead to further deterloratzon 1n performance. .The current. =

stralns ln the system are reflected 1n several ways.

o Raxl ear turnaround tnne 1s 1ncreasxng rapldly, leadxng to

Sty w.
.._'. PN SPRCIA e Eh B B \

1neff1c1ent fleet utxlxzatlon.”‘_:*-{;-“tvir:,‘~.

.0 'Labor product1v1ty on the raxlroads is decllnlng.-,'"

'o'-Traln speeds are slow:ng. -

..

.ﬁo.JThe annual rate of 1ncrease 1n trafflc hauled is

St v
. .o P - .

stagnattng

.'txme, 1ncreased~average loads,-shorter average length of haul),5“"

'rmproved.managementf(partxcularly more efflclent schedullng and f"'f

,.\' e

- allocatlon of ra11 ears and locomot1ves) and by, not mOVIng 1ow~ﬂ3““

\ .

'.fprlorxty'ltems or a551gn1ng these to ot er transport modes ean. 2

the raxl system relax some of 1ts tautn ss and be able ‘to accept fff”

-u—~
— » .
. eoey P

“the movement of add1t10na1 gra1n. (U} S g j’: K_-ﬁﬁi .

-

Nmscow must make a dec131on on economlc prxorltles for thlS"

to oeeur.; If the 1nterna1 gra1n supply sxtuatxon becomes

K l
o crltlcal enough we feel that the Sovxe s W111 dxvert non~

e g

.s The drawbackwto'such an undertak1ng, however, would be R

dlsrupt1ons to the domestrc economy. (vy - - :"‘f;

=23~
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Ilocate the fequlr d transport assets to dozf.
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i Table ';;f

- . v o

'ﬁ#&ﬁSSR?‘ Unloadxnv Capaclty at, Graln Ports

TR S f%iifif“ Average ?fi' Total
" Maximum. - . Daily -~ - : Dally

g
. .,
K4
-
EN

o
1 - e
- .

: Tuapse

* Batumi

" Kherson. -,
Zhednov

Balt

1V1adivos;okf

lc R 0 st

Tl T s g
K ' - 0 - = 36,060,000
‘ - (s)

*. 150,350

**.. Number - .- -Unloading -  Grain - ;
of Berthsi*% . ‘Rate .-Pér ~ ° - Unloading ~ :
"Used. for ' ".° - Berth Capactty A
ST . Graxn ST (Toms) ; (Tons)-'*1“,’ -
Black Sea g*glt S e
T Odessa e N i
Novorossxysk 17 500 - o

- Ylichevsk. 1 17 500 .- SRUEa
leolayev - 5 250 . .U -
Poti : - 3 500 'g St

Len:ngr&d - C 8 e Umtl. e 8500 . s - (20,000 .
-Klaipeda- car BT T80 1 T LB, Y80 :
Riga = - 7 Ve 4T e 1850 e e T, 000 0 0
Ventspils » 370, eies 17500 0 v 0 085,250 0 sl
.,Talliman S e e - 180 0 0 35;500¢
‘Baltiysk . = 3 Sl 1150 0 - 5,2507
Kallnlngradn-m~ 6 e 1750 - 10 500 :
Pacific ; B Y ) R
. Nakhodka : " C1750 - - _315;250;.ﬂ1

yrse el Tslgs0 s

tbns/day

day year :

tons/year



Ports: - "Averawe: Load

and
Average Turnaround Txme

RSN . L 'Tu.nia[ro-uhd :
S Load . - . Turnaround Time " - {during
. 21 age - (thousand tons) -(number of days) peak impoi

. . b . :
. . . .. R - . .
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