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note b the Chairman of the 
s u b - ~ o m i i i i ~ o v ~ e t  Bconomlc ~olicx 

At the requeet of the Committee of Economic ~dvieers(1) 
the Sub-committee on Soviet Economio Policy has undertaken a 
further examination of wheat purohases by Communist countries 
and Soviet eales of gold on the basis of Information supplied by 
the delegations most concerned r i th  these problcme(2). 

2. The attached report oonetitutes an attempt to provide 
11 syntheeie of the information available on the volume of 
Chinese, Eastern Wlropefm and Soviet wheat Fmporte from western 
countries and the reaeon8 behind them. At the same the, it 
providem a brief ceeeeement of the repercussions whiah these 
purchames may have had both upon the Soviet economy and upon 
those of the western countriee. 

3. At its eeasion of 16th ilovember, l964(3), the 
Sub-Committee declded, mubject to oonfinration by e,me delegations, 
to mbmit thle report to the Committee of Economic Advisere. The 
preeent revlmed vereion takes into account the su&pstionrr made 
in that Connnfttee(4); in addition the document hae been brought 
up to date a8 far as poeeible and gives an Idea of the preaent 
situation in the light of Information avcrilabla at the beginaing 
of February 1965. Annex VI in particular contains the moot 
recent data. 0 

(Signed) A. VIICIMT 
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Report by the Sub-Committee on 8 o v i 0 1  c Polioy 

1. Purchaees of wheat f l o u r  by C o e ~ ~ u r l a t  countria8 on f ree  
world markets during the two yeara 1963 end 1964 have mounted 
t o  about 23 mil l ion tm. In addi t ion t o  those uUah Co~muniot 
China ham been making regularly einoe 1961, there have been 
exceptional orders by the Soviet Union which can be a t t r ibu ted  t o  
the extremely poor Soviet grain harveet in 1963, and there have 
a l s o  been eoa l l e r  orders from the countriea of BBetern Burope. 
meee  purchaeee may be broken down as Sollorn (see Annex I ) :  

- Cameeuniet Chkra, l apor t s  
In 1963: 5.2 mi l l ion tons 
I n  1964: 5.05 rnillion tons 

- Countries of Eaotern Burom and S ~ t i s t - o c c u ~ i e d  
Zone o r  ~enaany 
Orders placed in 1963 f o r  the  crop-year 1%3/1964: 
over 2 million tone. 

- USSR - 
(a) Tmports according t o  Soviet e t a t i s t i c s :  

in 1963: 2.7 million t o m  
in 19641 6.5 mill ion tone 

(b) Ord'ers placed In 1963 f o r  the crop year 
1%3/?%$ aooording t o  weetern estimates8 
10.6 million tom. 

2. After  the gallure of the "Great Leap P o m r d w  which 
reduced Communist China t o  the verge of famine dur- the p a r e  
1960-1961 and in epi te  of the  p r i o r i t y  recently given t o  a&- 
culture,  the Chineee Authoritiem are continuing t o  import wheat 
from the  West, These wheat imports rooe t o  5.2 mill ion t o m  in 
1%3 and on the baaie of.- average of the  prioee prevailing 
on the.  market between January and Ootober 1963 must have 

n i l l i o n  (exclud t r r t u p o r t  charges). I n  1964 
they have probably exceeded the  3 1 3 level.  Purchases by 
Communist China in western countries durillg 1964 probably exceeded 
5 mill ion tons valued a t  about $310 mill ion according t o  the 
method of calculat ion adopted fo r  1963; up till Ju ly  1964 Chinese 
purchases i n  Canatla amounted t o  717,000 ton8 valued a t  
United Statee $48.4 million. The Internet ional  Wheat Council 
expects this trend in Chinese wheat importo t o  continue during 
the  next few yearn. 
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SOVfET - OCOUP IED ZONE OP 

3 .  A slightly higher level of consumption an4 the general 
ineffioienoy of the agricultural syatem l a  the Commniet countriee 
have traneformed the countries of Baetern Europe from net exportors 
of grain before the Second World War into net importem. Thcir 
importe - mainly from the USSR - have thus averaged 5.4 million 
tone a year from 1959 to 1%2. However, after the extremely bad 
Soviet harvest in 1963, these countriem were obliged more than 
ever before to turn to the free world for supplies of wheat. Thie 
wae the case not only with Poland and Cl;echoslolrakia, which are 
regular importere of weetern grain, but aleo with Bulgaria, Hungary 
and the Sovlet-oacupied Zone of krmaay, the appearance of which 
ae buyere of nheat on western markete in 1963 waa decidedly unueual. 
In the coming years imports from the free world -dl1 depend 
essentially upon whether there ie an exportable surplus of Soviet 
wheat. Eastern European orders placed wlth weetern countriee, in 
particuler Caneda and the United Statee, should largely exceed 
$100 miuion (excluding tranaport charges); but many unknown 
factors mIrc I t  dlfflcalt to errtimate the total Coat of theee 
imports, in particular thoee of Hungary, Bulgaria and the Soviet- 
oc cupled Zone of Oermany. 

4. Soviet orders for nheat for the period 1963-1964 ehould 
amount to about $850 million (excluding tranaport chargee ) of nl:xh 
order8 placed with Canada and the United States account for 
$424.2 million and $140 a~illion respectively. According to inf or- 
mation available from Soviet aourcea, Soviet importe of wheat from 
Canada and Auatralia i n  1963 totalled $198.5 million. 

5. Although still below their pre-revolutionary level, 
Soviet exports of grain have risen sinoe the 1950's following tbe 
development of the "Virgin Landsu and have exceeded the very low 
level to whioh they had fallen in Stalin's time. In 1962, Soviet 
exports had M c h e d  7.4 million tons of which 4.7 million tone 
of wheat, but in 1965 net exports of p i n  did not exceed 1 niillion 
tone ( m e  Armex I, table 3, an& h e x  IV). The exceaa of export6 
over importe probably dieappeared completely and m e  replaced by 
a eubatantlal deficit in 1964 ear during which the greater part 
of the grain ordered by the U h d  during 1963 m a  delivered. 

6. Apart from the orpiaational wealcneeeee of Soviet 
agriculture, which are well-known, the influence of certain epeclal 
factore should be borne in mind: 

(i ) weather conditions were ertremely unfavourable 
in 1963; 

(ii) inept farmin& methods employed in bringing the 
"Virgin laudsu under cultivation led to exhaustion 
of the soil, weed infestation aad wind eroelon, thus 
exacerbating the uncertainty of the harvest: 
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the effort8 made dur the last f.r year. t o  
increase l ivestock he 3 e have reaulted h en 
increase i n  the share of f ~ d d ~ r  crops in t o t a l  
grain  production^ the insvi table  reau l t  of a 
bad harvest m e  a fu r the r  s t r a i n  on the available 
suppliom of bread grainst 

i n  addition it l a  possible that bread grains and 
bread had replaced ce r t a in  mtorchy foods (in parti- 
cular  potatoes) i n  the d i e t  of the population and 
o e r t a b  type. of fodder f o r  livestock feeding. 
Thim a ear8 a l l  the more probable f i r s t l y  because 
the 1908 potato orop bad been poor and ueondly  
booaure the inorease i n  the price of meet by 
encouraging the breed* of l ireetook had led t o  an 
increased deosnd f o r  animal feeding s tu f f s .  

7- The abnormal import. of wheat during 1963 aad 1964 0-0 
a e  a eurpriee both t o  foreign observers and t o  the Soviet Author- 
i t i e s  themselvee who, ae l a t e  as A p r i l  1963, had concluded an 
agreement n i t h  Brazil fo r  the del ivery of wheat during 1963-1965. 
To explain t h i s  s t a t e  of affairb on& is driven t o  the conclusion 
that Soviet a&ricultural s t a t i s t i c e  greatly-&-erated the 
volume of production. They eholred output of w i n  i n  1962 t o  
have been 148 million tone whereas western experta(1) consider 
thbt this f igure  should be deflated t o  115 million tons; theae 
experts eatinrate the harveet i n  1963, f o r  which the Soviets them- 
eelves have ao f a r  published no e t a t i a t i c e ,  at 95-105 million tons. 
According t o  provisional western eatinatem the 1964 crop might 
have reached some 110-120 mil l ion t o m  (ace Annex If). 

8. Although an assesement of the  t o t a l  grain requirements 
of the  U8Sii i a  diff iau3t ,  oaloulat ions baaed on weetorn oatinatee 
of produotion anb coMumptio~ norms ehow tha t  there requiremonts 

t o t a l  intoinal aonsumption, i nohd ing  aood and waste, 
exports and a d d i t i o ~  t o  etooke) amount t o  between lOfj nnd 125 mil- 
l i o n  tone b e e  Annex 111). Simce in 1963 the Soviets probably 
maintained i n t e d  conounrption and exports, both t o  the countries 
of Eastern Europe and t o  the westorm world (see Annex I V ) ,  it m y  
be t h a t  the real reaeon behind the Soviet inports m e  the  desire  
t o  maintain the etocks which hed been b u i l t  up a f t e r  the  good 
harvest of 1958 and which i t  had-not been pomaible t o  increrue in 
the following years. 

(a )  For the Soviet Economy 

9. That the USSR ehould be obliged t o  have recourse t o  the 
West f o r  suppliee of *eat haa not onl  tarnished its prest ige9 T especia l ly  among the developine countr 08, by showing up the 
ineff ic iency of tho Connuniet Dgricultural eyetern, it has also  cost  
t h e  USSR nearly dl b i l l i o n  ( includlq$ transport  charges). thus 
conati+t ing . - .  a heavy burden upon -the Boviet Mrlance o f  payments. 
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