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!REAT WRCHA§I§ BX 'l'Hi gj~tloitf'mt';D OOyIQ GOLD 3A 1Jt.§ 

Bote bY the InternAtional Secret.ar1at 

Following the precedent of the la~t few years, in l~65 
~1at countr1ea haYe bought on the free world markets substan
tial quantities o~ wheat. In p~tioular, purehases by the SOYiet 
Union are ot the same order ot magn1tude BS the huge .mports of 
1963/64 (9.4 million tone) (1). On the basie of t he informutlon 
received, notably that provided by cel"tain lielegat10llll (2), 
the follow1ns.est1mates of wheat i~ports by communist countr1es 
dur1ng the 1965/1966 crop year can be mude 0): 

ao.1et Un10n 
Eastern lllrope 
C0llllllU1l1s t Ch 1na 

: 9.7 million 
I 3.4 " 
1 4.6 " 

tons 
" • 

2. It is sUll possible thmt crurlng the next few months the 
SOTiet Union may purchase up to 2 million tons more wheet. In 
this csse, it 18 l1kely that abe would be ob11r.ed to hove recourse 
to tho United States market. Australia nee ~T~ ctle nlly no unsold 
stocks; the amounts Qva1lable 1n France and Argentino Bro very 
limited: the same certainly a~plies to Canada ofter the recent 
all"eeIII!nt 1F1 th C0llllllUn111t China. This egreement provide!! th£'t the 
utter will 1mport 1'rom 3 to 5 million tonI! or ~(heat between 
Auguet. 1. 1966 and July, 31. 1%9. In addit1on, by Coer.1On 
agreeaent, tho del1veriell might be increased to n u&ximum or 7.5 
.ill1on tons and the period ot the contract lengthened to f'1ve 
yearsr· in this eaee ag~regate sues could roach 12.5 m1llion 
tons 4). 
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3. Por~d collc..:ctlvisot1on, .rneL8l1r0s ll1.med [t rostr1ct1ns 
tho ribht of ~rivLtc o1'r.1orship :::00 U-.,. frl..l<.do[il 01 acti.on of the 
fa~ers, the often inopportune intervunt10n of the centr~l 
bureaucracy, th~ ehortage of agricultural cqu1pment and the lack 
of 1nterest ot • poaaantry deprived ot reel ucoooale incentives 
exple.in, in put, the disappointing c.grlcultvalreaulta obta1ned 
in communist countrLla. As regards thu other reesons, they vary 
tro~ ono country to anothor. 

4. In C.,.m' ,£gbj ,. tbo 1.965 szoa1.D crop he s suffored 
t~om a~rotructed droughtn th~ northern prov1nces. ~stlmct~d et 
185 1II1lUona tone tbu orop w1U not oxooe4 1 t.e l-evGl ot 1957 !".lId 
of 1964, wh~reaa tho Plan had proyided ror & ~~ increoBll OVer last 
year's lovol. POl' a number ot yUfll'S now, thll tl'owth of tho Chlnesc 
population (~5 a1l.lion poJ"aoJla &DJIUiI,lly) naa not been accornpc.nic;d 
by e correapondinB increaae ot agricultural ~roduction. 

5. Thu situation ln the Eastern Ew=9PHl) QOWltrl;ga 18 much 
mQl'o cOllplox. Ji:ven 11' tho atr\lctural wQalalQe&Os of th"ir oQonamies 
woro put r1ght, it 18 very unlikely that CaochoillovIlkia and the 
Sovlet-oooupiod Zona ot OvnDanY Tlould bu obla to III(.;,:~ tho cWmllIld 
for tra1n tbl'ough dOlllOatie productlon. Ttw tact that these 
oountriea ~ St80 ot th"U' importa in tho \Yust rathor· then in 
the Soviet Union can be eonsidorud as an lnltlcntlon of tho 
dwindl.ing of Soviet wheat surplus available for export ovor. 
when production haa boc~ nQrCal. Aa rosards thll oth~r countr1es 
ot Eastern ~opc, tho ~roductlon of ~ch shoull norcnlly m~ot 
the looel demand, their imports ere in tho main attributable to 
the lnt.deG.UD.to progross of th"lr agriculture. ;.ccora.1ng to 
avallaole ost~tions, in 1965 &rain crops in the Soviet-occupied 
ZOD(; of Gon.lIUli1' and CzoC;loslovDkia 80elll to be. v _ b"on I'll. th(.:r poor (5% 
below tho1r 1964 lovell. The H~rian crop 1s 11kuly to have 
roma1nod WlC.~. Or. tho oth ... r htmd tile resulta obta1nud 1n 
Po1ll.Dd. RurJW:.111a nnd BulV~.r1a, tho I.Illln producers in thu Ilrun. 
hc.vo boon eat1afactor~ (lncr'-lasu of 10'~ .0 1.% in compt,r1son Vllth 
1~64). Takun to&othor tho .G&etul'n lWropean countr1ea' imports 
averaae C\bout 8 million tone a 7oGJ', of wAiGh 5 to 6 willion tons 
are dullvorcd by' tho SovlGt UI}iCID. It may be anticipatod in vlew 
Of th..: 8U1lilral. BUcc.;as or thls y"ar'a cropa thc.t those oountrl.os 
will import loss ;Crom tho U .B.S.R. - whore tho croK has ahOMl a 
deficit - ~t wi~ buy in tbe Wost at laaat 3 gillion tons ot 
wheE.t. . 

6. The 1965 ~rain harvest in the Soviet Upion 18 o.tlmct~d 
at about 100 mll110n tone compared to 120 adHlon tone in 1%4 
and 95 million tons ln 1963. This dlsa~?o1ntinti rc.ult can be 
ettrlbuted leracly to the unt~vourable n~cthcr conditlone wh1ch 
have affoctdd most brein-growina roglons; sto~s end dXeoss1vw 
rainfall 1n tho Ukrn1no and the Caucasus and wu:eytional droubht 
ln the Virgin ~nds. The pro8ont ahort~so or ~~1n hee boon 
aggrcvntod by the tollowing factors I 
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incrcu8ing domostic ru~u1r_cunt8 CB a rC6~t o~ 
demographic exp'~81on {the popul ~ tjon 1s 1ncru8alng b, some 3 million a year); 

the rocoyery of llv~etoek hcrde eOQb1~d w1th Q 

r18e in the prieD of meat (?C-5~ for b~uf, 30-7~ 
for pork, 10-70% for lwnb), "fr"ctivc from lut Way 
1965 •• hich has uneouraged termors to divert bruod 
81"a1ns troll thoir 110I'III1\.1 porpoae 111 ardor to uso 
tho • •• roMar; 

wheat exports to other countries; the eOlmtrles of 
Eftstom Europe, Cube. tb(J devolop1ng fU.t1one, 1n 
~artlculor the United Arab Republic, to wh~eh 
300.000 tons of .heat Yilbich hed bloen purchascd in 
the Prcc World .ere du1ivored in September 1965; 

the cumulet1v8 effoct of post errors in Soviet 
agr1cul turd pol1 C7. In Ut-reh 1965. BrczhJic;v 
sdll!ittcd thet agr1culture1 yroduction hnd .'18en 
b~' only 10)\ durill{, tho porlod 1959-65 il. ., t " cd of 

7(]Ji. a B planned • 
.... 
rFJ 7. Tho recent wheat purchascs eonfirm tho necc.si~ and 
rFJ the ta'goncy of tho measures takon in the apr ing ot 1965 "by the 
~ Soviet leaders in tevour of aSl'laul:tu.ro: a rl8Q in U\U price paid 

~ ~~~~:~~i~~1~:c~~s~ic:h::~d~r~~o!:_!~~t:~~1~~~lu: at 
~ grain, tor which tho stat~ will h~ncotorth p~ 5~ mor~ than the 
~ normal price. a reduction in the vulumo of compulsory dollvuries 
~ (rod'..lG04 from 68 million tons 1n 1964 to 56 IIUUon tons 1n 
~ 1%5) "hieb should porr.'lit on incroaso 1n c.bovo-quoto dol1vurioll • 
..... a rlso in tile 1ncomos of colluctlvo fal'm<.lro, a 8<;.nural mor!".torium 
rFJ on eolluetivo farm dobts to the stato, • sublltMtial lncnoso in S invostment 1n ogricul ture ($80 billlon or" to bc invuBted in 
U f1ve YU:1r., 1.0. GlJIoat os rJuch {!B haD b<. c n invcsted in this 
rFJ 80ctor of tho ooonomy ainee 19451 • .... 
~ 
U 
::s 
~ 
""""' 
'""' ~ 

8. From tho peiDt ot vicw ot the 8oviot Union, imports 
ot wheat frOID the West 11118t1 t have the follOld ng COJl8oqu(;neea : 

(2) 

(1) A!L.incronso 1n ~t:le" of f:.O~~. A rough c:;.lcu~ tion (2) 
BUgcusts that the C(IOt of the; wheat purchases t1111 
amount to at lonst 4630 mil1ioft to whlch m~at bo 
ad4ad .100 million for trcncport CO~t8. Howover. 
since 1 1II11110n tons of wh"llt fr-OD the U8(.ntino b ~ 3 
buen bartered for Soviet petroleum ~roduet3. thu 
totel amount ~hich the Soviet Union will be called 
upon to pr:l out before July 1966 will probnbly lUIIount 
to nbc~t ib70 m1llion. F01lo.1n8 their wbont pur
Otu:.6U(; dur1n& the crop :rc~ 196J-64. tJle 8ov1ct. Bold 

This incr08ao amounted to more than lql tor deliveries trom 
eo1luetivo 1'nl'1llS. In ·tho e(,80 or at.nto furtr.a whert.; tI.u prices 
pa1d by tho IItoto ere gcncrLUy 10\r0l' than ',hOBC pcld. to tho 
eoll~cti~ trrms. tho dirfur~ao ~a boon r duccd Gnd even 
nboliched Cllto~yth<..:r for doliver1eo from c c)·t:-1n !'e !,; lona. 
&e table ct Annex. 

- 3 -



--

(11) 

- 4 -

~S50 million worth of bold 1n lS63 end V450 mill 
!orth 1n 1964 compcrod with an annual av~re or10n 

~235 mil110n dur1ng the yvarB 1960, 1961 ~n~1962. 
AC7ord1ns to ~rovislonel cBtiaatoa by the Am~rlcnn 
J.uchor1l1cs, Soviet golr} r<';BCrvcs 1n A\J<3ust 1965 
",otolled .1,500 m11110n (1). Part ot the 
r~eervcB will prohn,bly ou used to pcy forH~ho 
~~ont purchases. Up till now, ct 10ast on~ selo 
~:. gold naB made in f'optumbor to til.: .Bo.ni of . 
Intornet1onnl Bettl_ante :.n Beale. Th1& :'JI:ountod 
to ~1l2.5 million (2). Accordlna to Y~rlous 
Western estimates, it soems that tno ~ovlct8 will 
bo obliged to 8cll • totel of ~50 - .500 million 
worth of gold in orocr to finance th .. ir icports; 

a rpdust~gn dur1ng t.w cOtlinrs months of the 
YClucO 0 orders for industrlDl (5oods plrcc:d 11'1 th 
West0rn EUropean ' upp1iors, DS ~cs th~ eLSG after 
the wheat purche80s 1n 196J164. Tho Soviet Union 
wl11 no doubt On(4avour to Drr~e ltD forv1gn 
trade 1n such a 'lay &s to rolocso till.: r<.;80urccs 
noc0881U')1' to pay for Pf'.rt of thCBU lI~a t leper te. 

9. The Sov1ot wheat purcaasc;s nlso <::nt~11 curt.in conse
quonco8 ~or thc WC8torn world I 

0) 

(i) 0 r.ore buoynnt mnrkot 1n rr .. lght ratu8 (3) 

( 11) 

( 111) 

anl the ro-on '.ry iota 8Orv1cc of Q curtn1n lIlUlIbcr 
at 011 t ankore which can t .lao be U8<.ld tor trons
fortine grain; 

Il l"Oc!uatlon :n t.'ll; surpluB Btocks of th" trr.dl
tlonnl whoat • .n:portlnt, cOWltrivB, c.n~ conoequently 
801D0 rlso ill t.lv 1.:Jvl,:1 ot world ~lc<.:c; the; s1zu 
ot Unitod State" •• 1ullt atocko le, hOI/ever, I!IUch 
a8 to procl ucb [l:1¥ prolonlcd upsurGo; 

a recovery of fh ... Cr-.n:-.dinn trado balr.nce ~ " 
rcductiC'n 1n t~:;.t COWltry'S bolnnco at prym<mto 
dcCtelt. Oroat~r ~oGpor1ty ln the agricultural 
acetOl' will hrvc favourable reperculsions Oft ether 
b~'nncheB of to<.l Canndinn econOlll7; 

AC/l'27-ii'i2J, Itom 1 
800 the New York H~rald T~lbune 4th-5th Septomber, 1965. 
Tbo ~e. York Tll11<.lR of 20th October, 1965, elso ruf~rrud to 
SOTllt so108 of io1d to the; !ank of Int<.;r~. tlonnl Scttlom~nte; 
70 ttns of 801d (175 1II1~~1on) w~ro sold to h~V0 be<.:n deliverod. 
It 18 not eloar, hOWL:vcr, whother this reters to edd1tionol 
aal08 or to deliveries or sold covored in th .... tl ".nsnetion 
nnDOl1ncod nt t..ho b ... S1nn1ng of 9opt(..'IIIbcr. 
For c.x.naplo. m.LUlmum nnd minimum fru isht rotcs pvr ton tor the 
St. Lauront-Unlt1.14 Kingdom cr088ino were fta followil in s. 
ftll4 d. I Jul7 1964: .3.3B. Cd., 32a. 911. 

July 1965: 42 •• 64., 4ls. 3d. 
Auguet 1964: 36a. 6d •• 36eo M. 
August 1965. 4Bs.6id •• 45s. Od. 
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(iv) a strcngth.::n1ng in the tlncne1al pos1tion 
of th~ West, slnc~ tho Sovl~t bol~ sales should 
relieve pr~S6urc from the central be.nks on 
Unitod Stotes bold reserves_ In addit1on, those 
snles represont & s1bfiiflcant addition to tho 
gold ro servos of thu Freo World. Th... rc to ot 
incrcnso of gold output hns in fact tallon 
stend1ly since 1962, trom 6.~ to 3.~ in 1964. 
Soviot so1 ... s BIIount1ng to SOllO .. 1450 lIIillion 1n 
1965 would IlIIIOunt to nco.r17 ~ ot Proo World 
gold output (~l.4 b111ion in 1964): thoy should 
thorefore somuw~t case th.:: prcsDuro ot world 
dcmcnd for gold. Finally, tho volume ot world 
reserves w1ll bo increased to the cxtent thct 
Russian gold is not hocrdud or used tor non
monetary purposes. 
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ESTIMATED CO:':MUltIST 
o THE R 'fiOR~~~~~~~:,:.j.!.:~ CROP YEAR 

Importing I Exporting Quanti tiee Approx1mative 
country country (in metric t.o.b. value 

tons) (in million US ~) , 
-

Communist Canada 2,200,000 I ~134,6 
China Australia 1,500,000 

I 
$ ,)2.0 

Argentina 1.100.000 .I ~1:~ 
4,800,000 .288.2 

Soviet Argentina 2,100,000 t ~114.8~ 1 ~ 
Union Australia 600,000 • 36.4 2 

Canada 6,300,000 .iU+35.0 
France Zoo. 000 ( 3) : I. ~~ · Z 

9,700,000 $625· q 

Eastern 
I Canada~4~ 

1,300,000 • 88.4 Europe France 4 

: 
1,800,000 .102.1 

• 3.5(5) 

(1) 

( 2) 

(3) 

(4) 

(5) 

United States 45,000 
lIexlco ~oo.ooo , 18.2 

3,445,000 $212.2 

Of whlch ~53.2 mlllion represents the f.o.b. value ot 
1 million tons ot wheat exchanged tor Soviet gas-oll, 
tollowlng a barter agreement concluded in April,1965. 
The USSR haa a further opt10n ot 60,000 tone; 1f it were 
taken up the valus of Soviet purchase. would amount to 
~O million. 
Negotiations are currently taking place tor further 
graln sales up to a maximum of 500,000 tone (AC/127-~162). 
As regarda sales to Eastern Europe, lack of sufficient data 
makes it impossible to give a breakdown by country; the 
tlgures are thoae furnished, on a provisional baaia, by the 
United States Delegat10n (AC/89-WP/173). Canadian wheat 
sale" estimated at 1.3 million tone, are made up of a 
200,000 tons deal clinched with Czechoslovakia ar.d 
1.1 million tone representing deliveries to be made under 
trade agreements concluded in 1963 and 1964 between Canada 
on the one hand and Bulgaria, Czechoalovakie, Polanu, 
Hungary and the Soviet Zone on the other. Frepcr) Wheat 
salel are composed ot }DO,OOO tone sold under contract to 
Poland and 1.5 million tone to be delivered under trade 
agreements with East Germ&n¥, Bulgaria. Poland and a 
tentative arran,gement with Hungary (lUtely to cover the 
sale ot 170,000 tons). 'n1e exact destinetion of' the 
Mexican Whe,t e~ort! to Eaatern Europe 1s not known. 
The value 0 th~ sa e by the United States to the Sov1et 
Zone is very probably c.l.1'. 
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