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po t s  l w  th Chairm or the SubComrnittee on Soviet Eaonomi~ 
q---7- - 

A t  the request or  the Cornmi t tee  of Economic ~ d v i s e r e ( i ) ,  
the Sub-Committee on Soviet Economic Policy has undertaken a 
irrrther examirvrtion of wheat pumhases by Cowunist countries 
ard Sorle t  ealee ab gbld on the bas is  of Marmation supplied by 
the delegation8 most concerned wlth these problems(2). 

2. The attached report constitutee an attempt to prwidb 
a agntheeie of the Information available a t  the end or 
October 1964 on the volume of Chineae, Eaetern Europaan a d  
Soviet *eat imports from metern  countries and the reasone 
behind them. A t  the same time, it provides an aaaesement of 
the reperuuasionm which Ulses purchases m y  have had both upon 
the Soviet econamy ard upon thoee of tk western countries. 

3. The Sub4omi t tee  approved th ie  report a t  its meeting 
of 16th November, 1964(3), subject bo confircmtion by tbs 
Canadian United Kingdm and United Statae Delegations. T h i s  
con f i r aa~ ion  having been obtained, the report is aubml tted to 
the Cornittee of Eoonomic Adviaera. 

(Signed) A. VINCENT. 

. - 
(1) See AC/i27d/l32, Item V. 
(2) ~C/l27-D/139, 1, ~~/1274/139/2 ,  AC/ln-~/l39/3; 

~~/89-llP/i26, i.C/89-~/128, ~/89-m/134,  
AC/l27-~/137, AC/127-W/13u2. 

(3)  AC/89-W59, I ten IV( 5). 



1. Purchwes of & a n t  f l ou r  by Communist oountriee on 
free mrld wr.btu duping the t w ?  years 1963 and 1964 have 
amounted to  about 23  illi ion t a n .  I n  add: tion to those rhioh 
Ccmurliet C h l ~  hnn becn mai~ing regularly since 1961, there 
have been exzqptiolull orders by the 3ovlet Union e i c h  cm be 
attl-ibuted t o  the extmmolv poor S w i e t  grain hamest  in 1963, 
and there have a l s o  been m a l l e r  olllers from the oountpiee 

rlstarn Burom. Th*ee purchases may be broken doan a s  f o l l q s  

- _c_o~pnie t chi=, imports 
I n  1363: 5.2 mlllion ton8 
In 1964: .5.05 million tans 

- Coimtriea 0,' Eastern E u w ~ e  and Sovie t-occupied 
h,cnn, - ~f Semang 
0r i l . s~~  glmced in 1963 for the crop-ye,ar 1 963/1964: 
over 2 a i l l i o n  tom. 

- u%F! 
(a)  Imports acc.wding tit Soviet e ta t i s t i cs :  

In 1963: 2.7 million tone 
in  lS€J+: 6.5 u i l l i on  tone 

(b) Ordortl placed i n  1953 for  the crop year' 
l963/l9& aacording to weetarn eatimatee: 
10.6 million tone. 

2. After the f a i lu re  of the "[lruat Leap Fc~ward" which 
reduazd Ccmmmist Chi-le t o  +he ocrge of famine during the Yeare 
1s0-1961 and i n  spi te  of the priolsiw recently given to a p i -  
culture,  the Chinese Authorities are continuing to  import wheat 
from the We!eet. These wheat Imports roee to 5.2 million tons In 
1963 an& on the b~sin of an m e r a w  of the prices prcvallLng an 
the world market betwzen J 'anury md October 1963 must have cost 
about $31 2 million (excluding transport charges). In  1- thoy 
have probably exceeded the 1963 level; purchases alreedy maJe 
bp the enb of July 1964 from western countriee, mainly Australia 
a .  Canada, amounted to more than 5 million tom and, fol1ow:ng 
the method of calculation adopted fo r  1963, the* d u e  &8 been 
eetimeted a t  $310 eill$on. The International Wheat Council 
eXPeUta t h i s  trend in Chinese wheat imports to continue during 
the next few years. 



3 .  A sli&tU hieher l eve l  of aonaumption md the general 
inefficiency of the agricul tural  sys tern i n  the Comnuni; t t o ~ q t p i e s  
have trandarmed the oountries of Eastern Europe from net  exportera 
oP grain before the Second Vorld War in to  net importers. Their 
imports - mainly from the USSR - have thus averaged 5.4 millim 
tone a ye* from 1959 ta 1962. Hovlever, a f t e r  the extrsmely bad 
Soviet  harvest in 1963, t h e e  wunt r iea  were obliged more thn ever 
before to turn to the f ree  rmrld f o r  supplies of wheat. This was 
the oaae not only w i t h  Poland aIld Czechoslovakia hi& are re 
importere of western grain. but ale0 vith Bulgaria, Hungary anf%e' 
Soviet-occupied Zone of armany, the appeamnce of which as buyers 
of wheat an western markets i n  1963 was decidedly unusual. In the 
ooming years imports fran the f r e e  world w i l l  depend essent la l ly  
upon whether there i s  an exportable s u r & m  of Soviet wheat. Eastlrn 
European orders placed ri th western wunt r ies ,  i n  part icular  Canada 
an? the United States ,  should reach aome #lo0 million (excluding 
t r a m p a r t  charges) ; but unknown fac tors  make i t  d i f f i c u l t  to  
estimate the t o t a l  cost  of these iaporrts, in part icular  those of 
Hun-, Bulgaria and the Soviet-occupied Zone of Oermaw. 

4. Soviet orders fez, wheat for the period l%3-l464 should 
amount to about $850 million (excluding transport charges) of 
which orders plaoed with Canada and the United States account for  
8482.5 mill ion and a140 mill ion respectively. 1-ccording to  infor- 
mat Ion available from Soviet sauroes, Soviet imports of wheat 
from Canda and Australia i n  1963 to ta l led  8198.5 million. 

5. Thw, I n  1963 the U89R, hi ther to  a net exporter of p a i n ,  
almost beoame a rm t Importor, Binas net exports =re only 1 milllon 
tons (see  Annexee I and IV). Although s t i l l  below thei r  pre- 
revolutionary level ,  net exports of gra in  have risen since the 
1950's following the developnnent of the 'qvirgln landsv and have 
exceeded the very low levels to  whlch they had fa l len  i n  Stal in 'a  
t i m e ;  in 1962 they reached 7.4 mill ion tons of rhich L.7 m i l l l m  
tons were of wheat. I n  1964, when the greater  par t  of the g r a i n  
ordered by the USSR i n  1963 w i l l  have been delivered, the excess 
of exports over imports w i l l  probably disappear completely and be 
replaced by a substantial  d e f i d t .  

6. Apart from the organizational weaknesees of Soviet agrl- 
culture,  h i ch  are well-known, the influence of cer ta in  apeclal 
fac to rs  should be borne i n  m M :  

( 1) weather condi t i o m  were ex trernely unf avourabls 
in  1%3; 

(11) inept farming methode employed i n  br3nging the 
nvlrgin lands" under au l  t i va t  ion led t o  exhaue- 
t ion  of the s o i l ,  weed infes ta t ion  and wind 
erosicn, thus exacerbating the uncertain* of 
the harvest; 

g&TO CONFIDEWUr, -4- 




