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NATIONAL SECURITY COUNCIL

CONFIDENTIAL WITH SECRET ATTACHMENT (4,23 sb
INFORMATION (State Dept review completed January 30, 1981

: rN$uENSC J

. RELEASE
MEMORANDUM FOR: RICHARD V. ALLEN INSTRUGTIONS AFPL
0

FROM: o WILLIAM E. ODOM\gb/
SUBJECT : Grain Embargo Against the USSR (U)

CIA is producing a paper which sums up the

impact of the grain embargo

on the Soviet economy. I am attaching a typed copy for your advance
information (Tab A). The finished version will be out early next week.

If a Cabinet Meeting discusses the issue, t
background. )

his paper could be useful

I would like to add some comments on the "key findings" of the CIA

analysis for your own use in the policy deb
the paper gives the impression that the imp
and the implication seems to be that there

tion. A closer look, however, reveals that
Soviets in shifting to new sources of grain
stock programs has caused much greater cost
indicate. Moreover, as the paper says, the

ate. First, a glance at

act has been very small,

is no reason for continua-
the chaos created for the
and in adapting their live-
s than the simple figures
Soviets cannot maintain

the status quo in livestock production because they cannot import the

required 40 million tons this year. The fo
are still coming. $9¥/S

llow-on effects, therefore,

Second, it is important to realize that international grain demand
remains so great that U.S. exports have not and will not suffer whether

or not the embargo is lifted. (C)

Third, Argentina was the critical break in
effort. If the U.S. takes a more forthcomi
to Argentina, cooperation in an embargo mig
words, past failure to coordinate internati
that it will necessarily remain a failure.

Fourth, and more lmportant than any of the
political 1mpact of the grain embargo is no

our international embargo
ng approach.on arms sales
ht be forthcoming. In other
onal support does not mean

=1

econonic arguments, the
t widelv apnreciated in +ha

Congress or in broader media circles.

25

it would take years to sort out the disloca
ning process. In party circles, it caused
assessment of the U.S. ability politically

| The GOSPLAN hierarchy was in disarray, saying that

tiong in the five year plan-
basic doubts about their
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 in the face of an election proce

CONF&NTIAL WITH SECRET ATTACHMENT
Review ‘on January 30, 1987
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This political impact was no less in.the Persian Gulf states, particu-
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 through COCOM, to be sure, has much
greater significance for slowxng Soviet economic development, but the
signal of pelitical will /in the graln embargo impressed the fickle
EBuropeans far more. ( :

Any decision to 1ift the embargo, therefore, will have a political

‘gffect of greater import than most observers realize. Perhaps Presi-

d&ht Reagan .would not. have made the embargo decision at the time, but
now he has inherited a situation that is diffexent in context and con-
sequences. To lift the embargo will send a large political signal
which will be read by many capitals and businéssmen.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,
however, will be seen by many as a cover for moving back to "business
as usual" whether he desires that or not. :

To sum up, it may be possible to lift 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. Holding the embargo will help you on tech-
nology and trade. $sz

cc: Tim Deal

CONF I}xENTxAL
\
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- USSR: . ADJUSTING TO THE US |GRAIN EMBARGO

Introduction

In January 1980 the US and 1ts maj‘r a111es adopted a o
: package of eeonomlc denza] measures against the USSR followxng
the Soviet 1ntervent10n in Afghanlstan. ‘The. denial measure that
”shocked the Sovxet Unlon the: most and 5 nee -has' been the most

' eontrover51al was the part1a1 embargo p aced on. graln shxpments'
Aby the US and cooperatlng exporters D fferences eontlnue to
exist in the media- and ‘among. exporters bout the effectiveness of
the US sanctions denyxng the USSR 17 mlllion tons of US grain. in
the US-USSR Long Term Agreement (LTA) y ar end1ng September 1980
.o | o | o
In an effort'te clarify the gfain embargo’'s impactk‘this
paper traces ohr,pre¥embargo‘estimate‘of Soviet.grainiimport
1nfenfion$ thfeugh.the US.poét-eﬁbergo p riod end.anelyzes its
' - effectiveness. It covers the embafgois' mpact on (1) 1979/80
grain imports’for July/June and.Qetober/ eptembef.ﬁafketing:
years, (2) the livestock sectoe, and (3)‘pert cohgestion.A The
probable effecfsiof lifting the us grein-saﬁc{ioh§~fﬁ eerly 1981

on Soviet grain imbor;s and meat product

o

on are also discussed.

. .

Na Ohiactinn ta Nartaccifiratinn in Dart 2040ANINAR - NI D 7AD AA Ad4m ~ ~ .
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Key Findings

The 1mpact of the US graln embargo on. the USSR was
'substantlally lessened by Moscow! s ab!lxty to find.alternative
sources. of graln. -Only the Un:ted Stat 5 actually cut back on
:graln exports; Argentlna refused to eoo erate and the other
exporters sold more graln to the Soviet than prOJected wben the
embargo was announced Consequently,- e Sov:ets were able to;:
ed them by the US in the
September 1980.. L7 -

ports in the LTA year |

feplace half of the 17 million tons den

'Long—Term Agreement (LTA) year end;ng 3
The embargo reduced Soviet grain i

..1979/80 from an expected 36 million to 28 million tons, which

.exéeerbated.an-already tight feedfsitualion. It neduced grain
available for fee&'by roughly 8 percent _— asspming no“equivalent
.drawdown in stock - on an amount-suffi ient to produce 650,000
tons of pork (carcass we:ght), equal to about 4 percent of meat
 5product1on in 1979, To soften the .impacit of the sanctlons,

however,. the Soviets.by drawing down sto ks were able to hold the

"-drops.in grain fed to livestoek to 2 per ent‘and meat productlon :
to 3 percent, The low stock level has left MoScow more dependent'
on grain .imports in 1980/81 following an ther disaétrous grain

harvest in 1980, We estimate that to ma ntain‘a’status quo in

1981 livestock production would require he 1mportatlon of .over.

40 million tons of grain during the 1980 81 LTA year. Such en
hlgh level of import is not feasible.
Whether or not the US part1a1 embargo is contlnued the

Soviets should be able to obtain enough grain in world markets —-—

[ IR S | R L DURNRP I W N (AR LI N L N N Y Y ) L N N N
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ineluding 8 miilioh US - to-import duri;é the yeér ending 30

September 1981 up to thelr current handllng capacity of 34

-'mllllon tons~ 6. million tons‘morg than 1n 1979/80. Support for

.ghe embargo among?bur‘Alljes haszétbded to the boint‘where
availﬁbility 6f non-US gr#fn_will be less of a problem'fbr Moscow
than port congestlon. In additfon, tﬁe'SoQiéts should have no

' difficulty purchas1ng 2 to 3 mlllxon tons of soybeans and

"products, 1nc1ud1ng some US orlgln from'West European fxrms.
Should the embargo be lifted, the Soviets would take addltional
quant:tles of US corn and soybeans, if~6ffered, and'pfobably.:
‘defer.or cancel delivery on 31m11ar quantities ffdm.othgrf

. orféiqs. Such a move would enablé Moscow ﬁo use larger ships to
éarry grain, tﬁereby éedueing shipbing‘costs and easing

' congesfion at Soviet éorfs; C7 ) |

| Per capitﬁ production of meat in CY 19881 will be down for
the third consecutivé Year. Meat productioﬁ'is fopecast to bé'no
'larger, and 90551b1y smaller, than last ﬁear, when it dropped 3
'percgnt below 1979. Prior to the .embargo we had pro;ected no
drop in 1980 meat production. The dominant prqblem for Soviet

- meat production in-}981 is a sécond succéssive'ﬁad harvest of -
grain and other feeds. A continuation of the US partial embargo

on grain would have little effect. (OF

-

4
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Soviet Qrain-lmpoff'Needs, 1979/80 ‘ ’

" In the fall of 1979 Moscow expected to use'large grain
‘inmorts and drawdown of .stocks fo soften the impaet of a.boor
~grain harvest on . the 11vestock sector.. A dxsastrous 179 million
.ton grain cecrop and poor forage erops 1mplled a very large deficit

(1n the 50 to 60 mllllon ton range) relative to- requlrements to
malntaxn herds and flocks, and fulf111 11vestoek production goals
“for 1980. Carryover stocks-from'the 1978 erop were very'roughly
estlmated to be about 20 mllllon tons.'OCTA |

By mid- September trade sources were reportxng relatxvely
:.iarge Soviet purchases of non-US graln and-Sov1et~1nterest ;n
being permitted to buy considerebly more:thaﬁ 8 millioh tons of
US grain permitted under the upcomfng loﬁg-term agreement (LTA)
year beginning 1 October 1979, The confirmation of Soviet  ‘
intentions to launch a massive‘grein import pregfem surfaeed_at
the October US-USSR grain eonsulietions whenlUSDA"officials
‘offered them 25 million tons of wheat and corn in the -year -ending
September 1980. Intelligence;sources ainmst immediately
indicated the'Soviete would take all the US grainﬂoffered, plus
abodt 11 million of non-US grain, and 2.5 million tone of
soybeans and meal. The total expected purchases of roughly 38
million tons during the year endlng 30 September 1980 was near
- the limit of our estimated Sov:et annual port eapaclty for -
.handllng bulk agricultural commodities. ACANFT™

thimizing imports and drawing down stoeks would have

softened, but not eliminated the adverse impact of the produetion
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shortfall on livestock geals. .Supplies of graln for feed Stlll

would: have been below requlrements.-(U).

' Us Sanctlons Imposed 4 January 1980

) The un11atera1 suspension of US agr:cultural exports to the
USSR on 4 January was targeted at the’ important and hlghly

vulnerable 11Vestoek seetor of the Soviet econonw It

1nnwd1ate1y denxed the USSR 17 mllllon tons of graln, 1.2 mlllxon 4 —

tons of soybeans\and meal, . and smaller quantities of poultry
seheduled for delivery in the LTA year ending 30 September
1980; The tradeAsanctions‘impesed several restrictions on.US
'expoétef;. . | | | |

o0 The remainder of 8 million tons of wheef.and eorn not

| shipped ae of 4 January had fo leave .US ports by 1 April
1980. . | |

E o Export licenses were feqﬁiréd te ;hib‘grain to USSR.

o It was illegal to sell dejets Us grain not licensed

| ‘under the 8 miilion ten limit through a fhipd ecountry.

o Proceseed agricultural products'mede in foreign countries
from US faw prodﬁcte could not be sold to the USSR, e.g;,
soymeal made from US soybeans. ' | |

o Non-US grain could not be sold by US traders to the USSR.
(This restriction was rescinded last June.) (U)

To make the US embargo effeetive, US officials after

imposing the embargo Met with representatives of othef major

grain exporter nations on 12 January to obtain theiy

cooperatidn. None.of the.exporters -- Argentina, Australia,
Canada, and the EC -- agreed to cut back grein sales to the
-6-
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Sovfets,but'stated'they‘would not replagce directly or indireectly

the 17 million tons of US grain denied.|

In turn, the US agreed

‘not to increase sales to other exporter ' tradltlonal markets.

BecaUSe connmditles other than gra:n were not dlscussed no

agreement was reached on sales of oxlse ds, meal, and llvestock

products Subsequent discussions with t e exporter governments

concernlng thelr actlons to control gra n exports to the USSR

made it elear that Argentlna was not go
Mbreover, ‘the other exporters could not

' specxflc export ce;llngs, but - only "tra

ng to cooperate.
be plnned down on

itional or hlstorxc

levels." This turned out to mean a lev 1 as large as or larger

- than in any other previous yeadr.

‘ The exporters, includlng Argentina,
monltorlng grain trade to the USSR. The
US officials to exchange lnformatxon on
to eontrol exports- to the USSR,'and actu
. has not cooperated in providlng transshi
European ports, citing commerclal secret

.CtA and USDA estimated that in the
‘September 1980, the Sov1ets could probab
of the denied 17 million tons without ex
9 million toms with cooperation. Consid
available'in the marketing year ending 3
-the shorter time the Soviets had to arra
shipping schedules to move larve quantit

soybeans available from the April harves

agreed to participate. in

have regularly met with

ew sales, measures taken
1. shipping data. The EC
ping data through north
as the reason . AC)
arketing year ending 30
y replace 12 15 million
orter cooperatlon and 6-
rably less graln was
dune 1980 because of

ge new chartering and

ies of Argentine corn and

. LC/NE)-

0
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Sanctlons Reduoed Sovxet Grain ImportsL_1979/80

We estlmate that Sov1et graxn 1nmorts on the 1 October 1979— '

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

in Table 1.* This ‘amount fell 8.4 million tons short of pre-"'
embargo expectatlons. It 1ncludeo 8.4 million of US graln and
"'19 2 million tons from’ other-orlglns.. Without the suspensxon we
had expected the US to export about 26 mllllon tons -and other‘
suppllers 10.million tons to the USSR Thus, the -Soviets have
been able to make up only about half of the 17 mxlllon tons of US
graln embargoed,‘near the high end of the 6 9 million ton range

~ we estimated last January. }254'
' Estimated imports on the 1 July-30 June‘1979/80‘inarketing

year (MY 1980) were larger at 31 mxllxon tons but st111 6 mllllon

tons below pre-embargo. pro;ectlons. US exports at - 15 mlllion..
tons were nearly 7 mlllion tons larger, however, than durlng thei
October/September year’ (see’ Table 2) . This refleets the large Us i
'graxn shlpments durlng July September 1979, before.the LTA year .

'began on 1 October 1979 and the year in which the sanections

| applled }gﬁf

* The press -- both domestic - and foreign --. has contrlbuted to
some confusion regarding the effectiveness of the embargo because
‘import statisties differ between the marketlng and the LTA

years. The usual marketing year for grain begins 1 July and the
years under the . LTA begin.l 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 1ncorrect1y
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 gr'ain for livestock feeding. '

-8-
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Thble 1 ‘ L
USSR Total Grain Imports, 1976/77 - 1980/81
October /Septemher Years . :
- : (million. tons) - , Lo
1976/77 1977/78  1978/79 1979/80 - 7 1980/81
: e EStlnated - Pre-Hrbargo Forecast Known Pur-
Ce ) EE A Forecast ) ~" chases or
R L T S SR , . ;A?_ "+ Agreatents
" Exporters - Lo E T - L . _To Date
~ . US ‘ 6.1 - 14.8 15.3 . 8.40 . 25.9 8.0 - 8.0
" Cdnada 1.5 2.7 1.9 4.30 2.4 " 6. ’ ; 6. 5°
‘Australia = 5 S T .6 - - 4,40 3.0 3.5 3 3
T - - - - .2 - 1.0l .6 2.1 1,502
.Argentina . .23 3.2 1.6 6.00 3.0 1000 . S7,0¢
E. BEurope .43 223 73 - 1.80 - L9 .. 1.8 TLey
Thailand — - Co.020 . W0 ] TR & L4
. S, Afrieca = - — e =30 R —
- - Turkey - -— = o S .1
- .N. Zealand . == == . == . .04 L e L e
.. Brazil .06 . 16 e T T - T e -
o Spain. t - . e Cr e S e T -—-» . 1.0 3 100 PRI
- Totald '8.79  21.38  20.32 ©  27.644 3.0 .. 341 1200
\

1. Includes wheat flour. ' : ' o

2.. Includes .500,000 tons mixed feed, at least 50 percent of -
which is grain.

3. Calculated by dxvldln« calendar vear statxstlcs bv 4 and
adding appropriate quarters.

4. Includes estimated 500,000 tons of- ‘diverted US graxn

5. Excludes .5 million tons of rlce. o

9 .
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s

Canad
Australia
I
Argentina

E. Europe’

Thailand
S. Afriea

" Sweden
“Turkey -
- Spain

Total?

Table 2

USSR: Grain Inports. 1978/79 - 1980/81

1 Julv/30 June Years -

~(million tons)

1979/80

11
2.

l. As of 25 Jaquary-1981.l
2. Excludes .5 million tons of rice.:

e ———— -
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Circumvention of Embargo

‘ We have no evidence that large amounts of US grain were
dlverted through third countrles to. the USSR Based on ‘
1ncomp1ete lnformatlon we estimate that 500 000 tons of US graln
could have gone that route ——d1V1ded between Roman1a and northern
European transshxpplng operatlons; Sxmxlar quant1t1es“ofUS

soybeans and meal were probably transshipped through northern. =

Europe ports. 25X1

25X1

West European reports claimingularge amounts'of'US grain
nere transshlpped through Eastern Europe are exaggerated and -
”unsubstantlated Larger East European 1mports were needed to
support llvestock productxon goals because of a shortfall in
their 1979 harvests. We estimate that less than a m11110n tons
out of East Europe*s total import of 17 mlllion tons ——3'm11110n
more than 1978/79 -- were used to replace exports of domestic
grain and transshipments to the USSR kdf

Over 75 percent of the estimated 8.6 mitlion tons of'US
grain replaced came from Argentina, Canada, and Australia (see
Table 1). Shipments to the USSR tn 1979/80 were a record for all
of the major exporters-except Canada. The.other 25 percentvwas
1mported from a number of exporters; ineluding Sweden, Thailand,

Eastern Europe, and France. ££5/

-11-
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. Embargo . Imposed LogisticaIACOnstraints

The US sanctions added to logistical eonstraints on the
quantity of imported graid and 6i1seede the USSR could‘handle in
:1979/80 we estxmate the throughput capacity of the ports was
‘reduced by several mllllon tons. Thus, even if more non-US grain
had been available, it fs doubtful the Soviets could have |

lmported more than the estxmated 30 mxlllon tons (xncludlng

soybeans) they were able to purchase'dgrlng the LTA year 1979/80;“
(e |

handllng capaclty of its maJor ports at 36 m11110n tons. Adding .

Prior to the embargo, Cia estlmated the annual Sov1et graln

2-4 million tons in minor ports and for imports‘by rail gives a
.total of .38-40 million toné.* Suspending shlpments of over 18
mllllon tons of US gralns, soybeans, and meal, whxch would Have
moved in large bulk ocean carriers, forced the Soviets to buy
from a 1aréer~number of sﬁppliefe who were. unable -to sustain the
emne scale of geain movements. The shift.awayrfrmn'US deep water
ports substantiallj inereased the number of:smellerlsﬁips
ardiving in Soviet ports. For exampie because of draft limits
roughly twice as many ships are needed to move the same quantity
‘ of grain out of Argentine ports. Congestion exxsted at most
ports during 1980, with berth throughput rates down.and

turnaround times up. The increased use of transshipment

* 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 capab111t1es for handling graln

-12-
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fac:lltnes in Western Europe, whlch requlred the use’ of large

',numbers of coasters, also added to congestlon in Baltlc ports.

_ (SAF) | S ;

'Impact of Sanctlons on Sov1et vaestock Sector

The consequences of reduclng graxn imports from 36.to 28
mllllon tons because of the embargo have fallen most heav11y on
.the 11vestock sector. Because port capaclty lxmlted 1mports,
'even w1thout the embargo the poor 1979 grain dnd forage erops
would have foreced . the Soviets to make adjustments. .Meat .
production in 1930 prpbably would’have shown no inecrease and a
downward adjustment in growth of}irvestock.inVentories-also would
have been needed to match the reduced feed bdse. However, the
embargo worsened the sxtuatlon by further limiting grain imports,
(V) | | A

VThe'8.4 million tons of grain‘deni d the éoviets by the

nembargO‘wouid-have resulted roughly in an 8.percent reduction in

Agraln available for feed, assuming it was not reolaced'from
stocks. Expreéssed 'in another way, thlS was enough to produce
roughly . 650 000 tons of pork (carcass We'ght), equ1va1ent to
slightly more than 4 percent of meat output in 1979, Because of
a. large stock drawdoun, however,.the total grain available for.
feeding only dropped an estimated 2 pere nt in" 1979780, The
short feedgrain supplies actually impinged on the livestoeck ‘
sector in three uays - aAIOWer heat and milk output, lower

nunmers. Loy

" animal weights, and slower growth in her
" Meat production in 1980 came to 15.1 million tons -- 3

percent less than last year and 5 percent below the sharply

-18-
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reduced plan. of 15.7 mil}ioh téns. -Liveétbck inven{ofies at
yearend 1980 were roughly equal to those of a:year earlier
beeause of a determined campalgn to sustaxn herds in the
socxallzed sector. - Poultry is the only category that probably
showed muchjincrease in numbers and product outpyt over last
‘year. Given official dgtaffafegg production,  the pouitry'secfor
undoubtedly received priority in the distributionzof'eoﬁeentﬁated
feed éupplies because of ‘its relatively high efficiénéy.in |
" eonverting feed into products. 599”'

Qutlook for 1980/81 Sovxet Gra1n Imports

The USSR will try to 1mport as much graln as 90551b1e durlng
1980/81 to hold down losses in the llvestock.sector folloW1ng a
second successive poor grain'hafvest.. A 1980 grain harvest of
" 189 million tons will leave the Soviets far short of -

requirements.* We also believe Soviet dependence on imports is

much greater. than a year ago because of smaller grain-stocks and -

a poor potato erop. The estimated stock‘drawdown of roughl& 12

* We estimate a deficit 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

current levels, and (4) no deecrease occurs in non-fuel uses of

grain.

«14-
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millionltoné in.1979/Sp has probablﬁ'beducéd operati;g‘stoeks to
a dangerously low level by Soviet standards.* 'Additional
drawdowns this year may be tempered by Moscow s lxkely concerns
over -the uncertaln outlook for .the 1981 winter gra;n crop and
-‘Western threats of new grain embargo action over.Poland. /LQ/

We éxpect Mbsco& to import about 34 miilion‘toﬁs of grain in -

the current LTA year ending September 1981, 6 m{llioh Iong'abbve

1979/80, even if the US partial embargo continues. Iméorfé will
be limited more by port ahd internal transport‘consipaints'than'

’ Nhscow's abilify to buy grain in world marketg,.especially if
Argehtina has a good coarse grain-harvest thiS‘spring Although

. grain supplies are tight, the w1111ngness of the Sov1ets to pay
premjum prices should attract a11 the non-US grain they ¢an
handle, Moscow also should have no diffieculty purcha31ng'some 2-
3'million tons of soybeans ;ﬁd meél, So far we estimafe.the.
Soviets have purchaééd,or'agreed to purchése some 29 million tons
of grain and 2 million toﬁslbé soybeans, soymeal,.and manfoc.

The continued effeéti?éness of the partial US gmbaréo on -
grain exports is béing rapidly eroded by increased-SaleS'from
other exporting countries and by the Soviet ab111ty to cxrcumvent’
some of the logistical constralnts present during the last LTA
year. Only Australia and the EC of the major exporters are
cooperating.with the US to hold exports at last &ear‘s lével, but .
* The USSR holds an ﬁnknown quantity of |strategic stocks éf
grain to supply their military forces and civilian consumers-in-
time of war. This is in addition to operating and buffer stocks

accumulated or drawn down in years of . go d and bad harvest,
respectively.

~15-
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both planned'to review‘this pblicy affer 20 Januéry.: Us’
.diplbmatic'representgtions~that the_émb rgo wés‘fmporfant as a
éontiﬁuing sign of disapproval tg'tbe 3 ssiqns'haée Been undercut
- by ihe signing of. the US-China graiﬁ ag éeﬁen;. Boéh.Canadd and
~Au$tra1ia,éegar& that hgreément as a vielation of the US'pledge-
"not to increase grain sales to:their.tf ditional,markets dqringf

"\ the embargo. }fﬁ/’

. g : ) o C
In the marketing vear ending 30 June 1981 (MY 1981), the 12-

month perlod normally used to analyze feed aVailability, Soviet

- grain imports will be limited to about 31 million tons plus 2-3
million tons of oilseéds'ahd bulk feeds or roughly the same as MY
1980. This reduced level of grafn import compared to the.34‘
.'millioﬁ tons projected for the LTA.yeér ending 3OSéptember 1981
reflects the continued adverse impéct of Jahuary's partial-
:emﬂargo on both‘availability of-gréin from non-US sources and
congestion at Soviet por@s in thg'July~December 1980 period.*

. Despite the logfsticél constraints we expect Mosgow'to econtract

N L

* During this period we estimate .that a ‘total of only 17 million
tons of grain, soybeans and meal were unloaded at Soviet ports or
- transported by rail from Europe. Without the embargo we expeected
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 ta achieve our total estimate of 33-34 million
tons for MY 1981. é@

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 '
Baltie ports, slows offloading operations, and disrupts:rail
transport. For the first tlme, the Soviets have chartered six
gra:n shlps w1th ice cutters in an apparent_effort to maximize

| 25X1
25X
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for delivery in MY 1981 for more than 31 million foné of'grain.to
,enéuné adequate supplies shouLd'unfpfeseen;Shippihé'depays by
sélected exporters develop. The USSR hasialready.puréhgsed over.
28 million tons of grain plus 2 million of soybeanssand;bulk' i
 feeds for delivery by 30 Juﬁe,1981, kéTN?T‘ |

Lifting the Bubargo |

Should the United States 1ift the partial embargo.on grain
this month, the Soviets could help ease port congestion by

rescheduling larger bottoms to-move it and streteh out or reduce

deliveries of Argentine grain. -For the same reason, if no longer

embargoed, US soybean meal would be-imported direetly rather than'

fransshippéd or processed through West European suppliers. These
measures would have little impact on‘tbthl‘imports in the first
half of 1981, but by the third quarter of the year they might

ease the port broblem enough to. raise grain_import potentiél by

sqmé 2 million tons. The railroad system hauling grain away .from

‘the ports, however, would havé'to be assigned a higher priority
to move the additional grain to interior locations. Problems of
rail car shortages at Odeséa, the largeét SoQiet porf; indiééte
that such a priority has yét.to be assigneﬂ to hauling gréin..
- -. S : |
‘ Moscow would be intérested in additional quantities of US
corn rather than wheat. We would eﬁpect Moscow to hnnediaiely.
purchase for neanby‘dglivery several million tons of corn, if
made available,‘and cut back or delay shipments of. Argentine
wheat and possibly sorghum, Shifting to US grain could

substantially reduce Moscow's costs by lowering shipping charges

~17~
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and largely eliminating gurrent”high'preﬁiung being'bafd for non-

Impact of Continued Embargg on vaestock Sector, 1981

Follow:ng a second suceessive poor grain erop -- estlmated

' at 189. million tons -- the Soviet feed graln problem will be

~ worse th1s marketlng year. The use pf graln stocks will be

l'umted by the large drawdown last 'year necessitated _to. a.large
extent by the. embargo.. Given the leQel'of projected gréin
imports for.1980/81 as oﬁtlined above, and no stock'dnawdown,'we
estimate that graxn avallable for feed use could be down roughly

5 percent from a year ago. 1f the Soviets allow livestock herds

| to décline, we believe 1981 meat produétion would roughly equal

the 1980 level of 15.1 million tons. Alternatively, should the

Soviets attempt to maintain herds on the aséumption of a return

‘to normal grain crbps in 1981, meat production could drop to. 14.5
- million tons, or 3 percent. If the US rescinded the partial

"embargo on grain another 100,000 tons of meat might be produced

in 1981 from the net inecrease in imported grain. Q91

~* The Soviet agency responsible for purchasing foreign grain.

-18~ |
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Me‘a't shortages ;vill be sérious 'during 1931 with'or without

- an embargo. Moscow can be expected to be actlve in 1nternatxona1
~markets for large meat 1mports to help f111 the gap We estlmate
that Soviet meat 1mports reached at . least 700,000 tons 'i:n'
'calendar year 1980 -- a-record_-— and could approach qne millign

tons this year. {S/RFY

-19- ‘ .
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APPENDIX

Transport Constralnts on’ Sovxet Graln Imports

in.addltlon-to external graxn market,condltlons, the amountj
of grefn that can“ﬁe imperfed~annudliy-by5the USSR {s7cens{rained
by three key transportation factors:s |
‘0 the capacity ofSoyiet posts fe;offload grain;“.'
o.~the ;imitéd ability of the internal Soviet transpdrtation'
network -~ primarily the railroads -~to heullthe grain
from the ﬁorts to storsge areas; and, |
~'o__Soviet‘grsin storage capacity.:(ﬁ)

. Soviet Port Capecity,

We estimate that Soviet ports eould.handle as‘mueh]as 36
nﬁllion metriec tons* of grain imports. over 12 months without
»serious problems. The four: maln Sovxet ports - Odessa,
Léﬁisgsad Illehevsk, and Novoross1ysk~—- .have K comblned annual
‘capacity to 1mport graln in excess of 24 mxllxon tons.. This rate
“was observed during 1973, 1975 -and recently when~grain imports
“reached historicApeaks} We also know of 14 other Soviet ports
.'that have .been used to unload graxn and these are factored into

our.total estimate {see Table Afl).-$§¥

* To estimate grain handling capacity at selected Sov:et ports,
- the followtng factors were considered:

o Total number of berths used for grain 1mports at 18 ports
(total of around 70).

o GQGrain unloadlng rate (has ranged from 1 500 to 8,000 tons
per day.

. 0 Ship turnaround time ‘and. average deliveries (current
average turnaround of 20.3 days and average load of 17.3
tons). -

Y Port working "hours- (assumes two 8- hour ShlftS)

'—20—
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lThe'task'of hendling large qdantities of‘grain up to port.
capacity is difflcult. The Sovxets have a . barely adequate
;1nventory of excess raxlroad cars to move graln 1mports inland’
(and have had dxfflculty 1n developlng efflclent transportation
'schedules from the port to 1nterna1 storage areas. Mbreover, thel .
entlre Soviet rall system suffers from poor management. QCT.~

The USSR,ma]or grain ports are currently working the ‘same

number of shxps as durlng the peak periods of past llfts, but are :
operat:ng at reduced efflclency. The maX1mmn number of berths
currently used for grain is near hlstorle hlghs, but the average

load delivered. is down while turnaround |time is up,(see Table A-.

2). There are several faetorsicontributing:to this.inefficient'
'performance. | |
o The Us embargo, which has forced oscow to 1ncrease graln
| imports from. Argentlna. Sueh lmp'rts must move on smaller
“'ships due to draft restrietlonsra Argentlne grain ports
compared to US éulf ports. -Tnis as lncreased the numoer
of ships that must. now be handled.at Soviet ports to |
deliver a given quantlty of graln and led, in some cases,
to- longer turnaround times. ‘ ‘ .
o.'Contlnued.problems in the USSR Wi'n railcar auailability;
especially those designed to carr grain. ‘
o  Increased transshipment of grain ‘n'Soviet aecount inf
Antwerp, Hamburg, and Rotterdam for delivery by:small
‘coastal vessels to river‘and‘sea'portS'in-the Soylet'

Baltic area, which has inereased congestion there.

-21-
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o Ongoxng Sovxet labor and management problems in

coordlnatxng the graxn 1mport program

. Internal Transportatlon Constra:nts

The Soviet trensportatton system moves a large volume of
-grain annually in conJunetlon.W1th the domestic harvest.andjthe
_distribution of imported grain. The overwhelming shareuis
transported by rail -- the primary mode of transportatlon in the
Sov1et Unxon, some 93 percent of all grain tonnage was sh:pped by

rail ln 1975 while- only s1x percent were transported on the

“'rnvers. (U)

- Until the.early to mid;197035 when-nearly all eeonomie‘
act1v1ty was concentrated west’ of the Urals, railroads were able’
to handle the: 1ncreased demand for frelght ‘and passenger services
along thh the growth of the Soviet economy. In recent years,
however, the continued growth of the economy, the geographical
shift in demand for longer-haul.freight services as Soviet
. dependence on Siberian resources has 1ncreased and the relat1ve
neglect of the rallroads in the allocatlon of investment
resources have severely strained the capamty and‘ flexxbllity of
the rail system. Shocks to ‘the rail system, sueh as surges in
dehand for rail transport services in connection witn ierger'
'_,grain imports-and transit traffic to Iran'hare resulted in
disrdptions, delays, and tempory embargoes. }éH/) .

While the Soviet rail system serving the.grain ports hes_~“
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

-22~
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vtlead td!further deterioratioﬁ in“perfb'manre._ The- currént
"stralns in the system are reflected in several ways,

o Rail car turnaround time is. 1ncreasxng rap:dly,'leadlng to-

inefficient fleet utxlxzatxon. ' '

o Labor productxvrty on the railromnds is declinfng.

"o - Train speeds are slowing, | |
‘o The annual rate of inerease in't afflc hauled 1s
stagnatlng ."

Only- by enhanced rail productxvxty (decreased turnaround
time, increased average loads, shorter average length of haul),
.improved management (particularly more‘efflclent schedullng and -
_ alloeation of rail-cars and locomotlves) and by not movnng low~
prlorlty items or ass1gn1ng these to other transport modes can

the rail system relax some of its tautness'and_be aple to accept
" the movement of additional grain. (U).

Moscow must make a decision on écormnic prrorigies'frr this
tr éecur. If the internal grain supply situation becomes
eritical enough, we feel ihat the Soviets will diVert’ﬁon-
essent1a1 trade and alloeate the requxred transport assets to do.
s0. The drawback 'to such an’ undertakxng, however, would-be .A

.disruptions to.the domestie economy. (ﬁ)

-23-
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Table A-1 - ,

- USSR: Unloading Capacity at Grain Ports

S Average - . "Total
.. Max imum . Daily - - - Daily
" - Number - -Unloading " Grain
of Berths ‘Rate Pér " 'Unloading
Used for . " Berth . .+ Capacity
Grain _(Tons) _2(Tons)
.Black Sea , _
Odessa 8 L. 2500 . 20,000 .
Novorossiysk 7 2500- . . 17,500
~Iliechevsk 1 - . 2500, . 17,500 .
Nikolayev 3. . 1980 . . .5,350
Pot i 2. - 71750 - 3,500
. Tuapse 3 1780 T, 5,250
" Batumi 1 ©.1750- . - 1,750
Kherson '3 o 1750 © 5,250
Zhednov 2. 1750 ‘ . 3,500“
Baltie o
Leningrad 8 - S 2500 . . . 20,000
Klaipeda 5 s 1750 . .8,750 .
Riga .4 1780 - .. . 7,000
Ventspils '3 w1750 ) " +5,250
- Talliman $ 2 S 1750 : 3,500
Baltiysk 3 ~4750 . 5,250
Kaliningrad 6 - 1750 : 10,500
Pacific SRR
. Nakhodka 3 ~ - 1750 S 5,250 .
Viadivostok "3 1750 N 5,250

150,250 tons/day
" X 240 day year
= 36,060,000 tons/year

24
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'Jﬁ' Table ArZ
Sovnet Gratn Ports: . Avera«e Load and
Average Turnaround Time :
. L L . . _— ._'Turnérohnd'Ti
_ L .. "Load .~ Turnaround Time : . . (during
. Annual Average (thousand tons)  (number of days) . - peak import

- ..1993 © -7 L A RS £ DS P 22.7.

-1975 - - .- 32,0 e 18,7 S 35.9
. 1979 - - . 7 31,1 Lot T 18,7 N L,
1980 (Jen-Nov) Co. 181 v 221,40 - Lt L e

N - ‘-
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- .“‘.
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NATIONAL SECURITY COUNCIL

: CONI;‘/ DENTIAL WITH SECRET ATTACHMENT / 64337
nffomarion - S ' January 30, 1981
MEMORANDUM FOR: = RICHARD V. ALLEN
FROM: I WILLIAM E. onom\lb/

SUBJECT: ' Grain Embargo Against the USSR (U)

CIA is producing a paper which sums up the impact of the grain embargo
on the Soviet economy. I am attaching a typed -copy for your advance
information (Tab A). The finished version will be out early next week.

If a Cabinet Meeting discusses the issue, this paper could be useful
background.. )

I would like to add some comments on the "key findings" 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 que in livestock production because they cannot import the

required 40 million tg this year. The follow-on effects, therefore,
are still coming. pzfns . . .

Second, it is' important £o realize that international grain demand
remains so great that U.S. exports -have not and will not suffer whether
or not- the embargo is lifted. (2) :

Third, Argentina was the critical break in our international embargo
effort. 1If 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'lnternatlozc;wsupport does not mean
that it will necessarily remain a .failure. )

Fourth, and more important than any of the economic arguments, the
political 1mpact of the grain embargo is not widely appreciated in the
Congress or in broader media circles,|

2¢

AJ 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 cou
make stick in the face of an election process in the grain belt. (

‘CONF}DENTIAL WITH SECRET ATTACHMENT . - -
Rev'iew\on January 30, 1987 @ A ,GEHED IN PARY
! - E@e Ve
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This political impact was no less in the Persian Gulf states, particu-
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 embargoc through COCOM, to be sure, has much

greater significance for slowing Soviet economic development, but the

signal of political will /An the grain embargo impressed the fickle
Europeans far more. (T : .

Any decision to 1ift the embargo, therefore, will have a political
effect of greater import than most observers realize. Perhaps Presi-
dent Reagan would not have made the embargo decision 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 "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,
however, will be seen by many as a cover for ving back to "business
as usual" whether he desires that or not. Qé?a '

To sum.up, it may be possible to lift 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. Holding the embargo will help you on tech-
nology and trade. }9) '

cc: Tim Deal
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USSR: ADJUSTING TO ‘THE US GRAIN EMBARGO

Introduction

In January 1980 the US and its nm]or allies adopted a

. package of economxc denxal measures agalnst the USSR followxng
the Soviet intervention in Afghanistan. The dgniaIAmeasure that
‘shocked the Soviet Union the most and since Has been the most
controversxal was the partlal-embargo placed on. graln shipments
by thg US and cooperating exporters. leferences contxnue to
vexisi in fhe media énd among exporters about the effectiveness of
the US sanctions denying the USSR 17 million tons of US grain in
the US-USSR Long Term Agreement (LTA) year ending September 1980.
o o | L

|  vIn an effort t6 elarify the graig embargé(s impact, this
paperrtfaces our pre}embargo estfmate of Soviet grain import
vihtenfions thrbhgh the US post-embérgo period and anaiyzes.its

| effectiveneés. It covérs the embargo's impact on (1) 1979/80
'gr#in imports for'July/June and October/September marketing
years, (2) the livestock sector, and (3) port dongestion. The
probable effecfs of 1ifting the US grain‘sanctions iﬁ early 1981

on Soviet grain imports and meat production are also discussed.

gef
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Rey Findings

The ‘impaet of the US grgin embargo on the ﬁSSR was
substantially lessened by Moscow's ability to find alternative
sources of grain. Only the United Stateé aetualiy cﬁt back on
grain exports; Argentina refused to cooperate and the other
exporters sold more grain to the SOViets'fhan projeéted when the
embargo was announced. COnsequéntly, the Soviets were abie‘to'
replace half ;f the 17 million tons denied them by fhe us in the
Long-Term Agreement (LTA) year ending 30 September 1980 ,U;r

The embargo reduced Sovxet\gra:n imports in the LTA year

1979/80 from an expected 36 million to 28 million tons, which

 exacerbated an already tight feed situation. It reduced grain

available for feed by roughly 8 percent -- assuming no equivalent

.~ drawdown in stock ~- or an amount sufficient to produce 650,000

W G

tons of pork (carecass wexght), equal to about 4 percent of meat
production in 1979, To soften the impact of the sanctions,

however, the Soviets.by drawing down stocks were able to hold the

-drops in grain fed to livestoeck to 2 percent and meat production

to 3 percent. The low stoek level has left Moscbw more dependent

on grain imports in 1980/81 following another disastrous grain

harvest in 1980. We estimate that to maintain a status;ggo in

1981 livestock production wouldArequiré'the importation of over
40 millidn tons of grain during the 1980/51 LTA year. Such a
high level of'import is not feasible. jﬁﬁ/ﬂ |

Whether or not the US partial embargo is edntinﬁed, the

Soviets should be'able.to'obtain enough grain in WOrld markets ~--

| | , -3~ o
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including 8 million US -- to import during the year ending 30
September 1981 up to their eurrent handling capacity of 34 |
million tons; 6 million tons more. than in 1979/80 Supporf for
- the embargo amoﬁg’;ur Allies has eroded to the point where
availability of qun—US grain will be 1ess of a problem for Mbscowv'
than port cbngestionx In addition, the Soviets should have no .
‘dxffxculty purchasxng 2 to 3 million tons of soybeans and
products, 1nc1ud1ng some US origin from West European firms.
‘Should the embargo be lifted, the Soviets would take additional
quantities of US corn and soybeans, if offered, and probably
defer‘ob cancgi delivery on similar quantities from othér.
- origins. Suéh a move would enable Moscow to use larger ships to
Earry grain, fhereby redﬁeing shipping costs and easing
" congestion at Soviet ports. (CMNFY

.fer capita production of meat in'CY 1981 will be down for
"the third consecutive year. Meat ppoductioﬁ is forecast to be no
ﬁlarger, and possiblf smaller, thén iast year,~whgn it'dropped 3
,pereént below 1979. Prior to the embafgo we-had projected no
drop in 1980 meat production. The dominant problém’for Soviet
n@at produétion'in.1981 is-a second succeSsive'bad'harvest of
grain aﬁd other feeds. A continuafion of the US partial embargo

“on grain would have little effect. };3/

R
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Soviet grain Import'Needg, 1979/80

In the fall of 1979 Moscow expected to use large grain
in@orts and drawdown of stocks to soften the impact of a poor
grain harvest on the livestock sector., A disastrous.179~mi11ion
ton grain crop and poor forage crops implied a very large deficxt
(in ‘the 50 to 60 mlllxon ton range) relative to requirements to
malntain herds and flocks, and fulfxll llvestock production goals
for 1980. Carryover stoeks from the 1978 erop were very roughly
estimated to be about 20 hillion tons. }CT’

h By mid-September grade sources were reporting relatively
: large:Soviet‘purchases of non-US grain and Soviet,inferest inA
-beinélpermitted to buy considerably more than 8 million tons of
Us grain'permitted under the upcoming long-term agreement (LTA)
yéar'beginning,l October 1979. The confirmation of Soviet
inteﬂtions to launch a massive graih import progfam surfaced dt
the October US-USSR grain consultations when USDA officials IV
‘offered them 25 million tons of wheat and corn in the year endfng
Sepfember,lsso. Intelligence sources almost immediately
indicated the Soviets would take all ;hé Us grain‘offered, plus
about 11 million of.non-ﬁS grain, and 2.5 million tons of
soybeans and meal. The total expected purchases of Egughly 38
‘nﬂllion'toné during tﬁe year ending 30 Seﬁtember 1980 was neér-
the limit of our estimated Soviet annual port cﬁpacify‘for R
‘handltng bulk agrxcultural cmnnodltxes. Ee/NF)

Maximizing 1mports and draW1ng down stocks would ‘have

softened, but not eliminated the adverse impact of the production

-§= "
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shertfall on livestock goals. Supplie of grain for feed still
~ would have been below requirementé.~(U) o

US Sanctions nngosed 4 January 1980

The unilateral suspension of US agricultﬁral exports to the

USSR on 4 January was targeted'at the | poptant and highly

vulnerable livestoek sector of the Soviet economy. It

inmediately denied the USSR 17 million tons of grain, 1.2 million |
tons of soybeans‘and<mea1, and smaller uantitf@s of poultry
séheduled.for delivery in the LTA year ending 30 September
1980. The trade sanctions imposed several restrictions on US

exporters.
"0 The remainder of 8 million tons | of wheat and corn not _
- shipped as of 4 January had to eavé US ports by 1 April

1980,

}

o Export lieensés were required t ship.graih to USSR,

o It Was,illegal‘to sell Soviets US grain not licensed:

under the 8 miilion tbn limit through a third country.

o Processed agricultural products made in foreign countries
from US raw products could not be sold to ‘the USSR, e.g.,
soymeal maﬁe from US soybeans. A | | ,

0o Non-US grain could not be Sold by US tréders to the USSR.
{This restriction was rescinded,lést~June.),(U) |

Tolmake the US embargo effective, U officials after

 imposing the embargo met with representatives of'othef major

‘grain exporter nations on 12 January to Btain their -

cooperation. None of the exporters -- A genfina,'AustraIia,'

_Canada, and the EC -- agreed to cut back|grain sales to the

~6- _
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e directly or indirectly

Sobieté.bﬁt stated they would not repla
the 17 million tons of US grain denied.| 1In turn, the US agreed
not to incréase sales to other exporfer ' traditional'markets.
Because commodities other than grain wete not discussed, no
agreement was reached on sales of oilseeds, meal, and livestock

'prdducts. Subsequent discussions with the exporter governments

‘concerning their actions to control grain exports to the USSR
madé it clear.fhat Argentiné was not going to cooperate.
Mbreovgf, the other exporters cbuld not be piﬁned down on
- specific export ceilings, but only "tra itional or historic
leveié;“ ‘Th}s turned out ‘to mean a level asllarge as or larger
* than in any other previous yéar.'Lefe : |
' The exporters, including Argentina, agreed‘to participate in
mdnitoriﬂg grain trade to the USSR. Tﬁ y have regularly met with
_stbfficials to exchange information on new'sales,'measures taken
to control exports to the USSR, and actual shipbing data. The EC
has not cooperated in broviding transshipping data through north'

European ports, citing commercial secrets as the reaspn.AéCT’

CIA and USDA estimated that in the
Sep{émber 1989, thé'Soviets'eould probably replace 12-15 million
of the denied 17 million tons without exporter cooperation and 6-

9 million tons with cooperation. Considerably less grain was

available in the marketing year ending 30 June 1980 because of

" the shorter time the Soviets had to arrange new chartering and

shipping schedules to move large quantities of Argentine corn and

. LEINFTT

soybeans avaflablé from the April harves

-7-
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' Sahctions'Reduced Soviet Grain Imports, 1979/80

We estimate that Soviet grain imports on the 1 October 1979-

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

in Table 1.* This amount fell 8.4 million tons short of pre-
embargo expectations, It 1ncluded 8.4 million of US grain and
19.2 million tons from other origins. Wlthout ‘the suspensxon we
had expected the US to ekport~ahout 26 millioﬁ tons and ofhér
suppliers 10 million tons to the USSR. Thus, the Soviets hﬁve
beenvablevto make up ohly about half of the 17 million tons of US
gfain embargoed; near the high end oflthe 6-9 million ton range

 we estimated last January. ¢€¥ | | |

Estimated imports on the 1_July-30 June 1979/80 marketing

year (MY 1980) were larger at 31 million tons but still 6 million
tons ‘below pre-embargo prOJectxons. US exbbrté at,lS«million
tons were nearly 71n11110n tons larger, however, than during the
October/September year (see Table 2). This reflects the large US
grain-shipments during'July-Septemper 1979, before the LTA ﬁear

bégan on 1 Oetober 1979 and the year in which the sanctions

applied. iglr

* The press =~- both domestie and foreign ~- has contrlbuted to.
some confusion regarding the effectiveness of the embargo because
import statisties differ between the marketxng and the LTA
years. The usual marketing year for graln begins 1 July and the
years under the LTA begin 1 October. "1t 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 livestogek feedxng ~

. . B ‘ '
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;

"Thbhal.

Total Grain Imports, 1976/77 = 1980/81
October/Septemrher Years
(million tons)

-

1979/80- " 1980/81

1976/77 1977/78 1978/79 ’
C . EStlnated Pre—Ehbargo Forecast  Known Pur-

L Forecast o, " ehases or
| B Ll - Agreements
" Exporters ‘ RS To Date
6.1 14,8 15.3 8.40 . 25.9 8.0 8.0
Canada 1.5 2.7 1.9 4.30 - 2.4 6.5 ., 6.5
Australia .5 .3 .6 . 4,40 3.0 3.5 . 3.3
KT R .2 1.60% .6 ‘2.1 1,512
Argentina .23 3.2 1.6 6.00 - - 3,0 10.0 - 7,00
" E. Europe .43 .223 .73 1.80 - .9 .. 1.8 .87
" Thailand - - - .02 o W10 Y -9
. S. Afriea -— _— - .10 T -—
Sweden — - —_— - 30 .2 .6 .4
- Turkey -~ - - .10 o2 .1
* ..N. Zealand — - — .04 - -
. Brazil .06 .16 - -_— - - L -
‘ Spain - -— - e - - - 1.0 1.0
. Totald 8,79  21.38 20.32 - 27.644 36.0 34.1 L..29:0 ..
8 .
1. Includes wheat flour. ) : o
2, Includes 500,000 tons mixed feed, at least 50 percent-of
whieh is grain.,
3. Calculated by dIV1d1nv calendar year statisties bv 4 and

adding appropriate quarters.

4.
5.

Includes estimated 500,000 tons of diverted US graxn.
Etcludes

.O9omillion tons of rice.

, 9 . .
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Tﬁble 2

USSR: Grain Inports. 1978/79 - 1980/81
1 Julv/30 June Years -
(million tons)

© 1980/81

' ' 1979/80 -~ 1980/81 . Sales and
- '1978/79 ~ Preliminary " Forecast Agreementsl
- . _' 11.1 - 18,38 . 8.0 Lo 8.0
Canada . 2.0 .- 3.4 : 5.9 T 8.9
Australia S | 4.0 3.5 3.9
m . .A .2‘ 1.0 . 1.8 . 103
Argentina 1.4 S.1 8.0 - 7.0
E. Europe” o .2 1.5 1.5 © 8
Thailand N OIS ¢ B -6
S. Africa -= .1 - -
Sweden - 2 5 .4
Turkey — - o2 “el
" Spain - - 1.0 1.0
Tofal2 | 15.1 0.7 o 308 - 2.0

1. As of 25 January 1981.

2. Excludes .5 million tons of rice.

—— -_._T______ e s r— o

1o ;
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Clrcumventlon of Embargo

, We have no evidence that large amounts of US graln were
diverted‘through third countries to the USSR, Based on
incomplete inﬁormafion we estimate that 500,000 tons of US grain
'could’have gone that route --divided between Romania and northern
~ European transshipping operétions.'Similar quantities ofUS

soybeans and meal were probably tranéshipped through northern .

Kl

‘Europe ports.

25X1
25X

West European reports claiming large amounts of US grain
were transshipbed thrdugh Eastern Europe are éxaggerated and -
unsubstantiated. Larger East Eurobean‘importS‘were.needed to

support livestock produet1on goals because of a shortfall in

their 1979 harvests. We estimate that less than a million tons‘;

out of East Europe's total import of 17 million tons --3 million
more than 1978/79 -~ were used to replace exports of. domestlc
grain and transshlpments to the USSR. ,LCT)

Over 75 percent of the estimated 8.6 mlllxon tons of US
grain replaced came from Argentina, Canada, and Australxa (see
Table 1). Shipments to the USSR in 1979/80 were a record for all
of the major . exporters except Canada. The other 25 percent was

,in@orted from a number of exporters, including Sweden, Thailand,

Eastern Europe, and Fganee.;}ﬁﬁ//

No Objection to Declassification in Part 2010/10/08 : NLR-748-20-119-2-2
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fEmbargo Imposed Loglstxcal Constraxnts.'

The US sanctions added to logistieal constra:nts on the

quahtlty of imported grain and oilseeds the USSR could handle in
1979/80, We estimate the throughput capacity of the ports was

reduced by several million tons. Thus, even if more non-US grain

had been available, it is doubtful the Soviets could have

imported more than the estimated 30 million tons (inecluding
soybeans) they were able to purchase during the LTA year 1979/80.
Prior to the embargo, CIA estimated the annual So#iet grain.
handling ecapacity of its major ports at 38 million tohs. Adding
2-4 million tons in minor ports and for imports by rail gives a

total of 38-40 million tons.* Suspendxn shlpments of. over 18

‘mllllon tons of US grains, soybeans, and meal, which would have

moved in large bulk ocean carriers, fore d the Soviets to buy

from a larger number of suppliers who were unable to 5ustain the

same scale of grain moVements. The shift away from US deep water

ports substantially inereased the number|of smaller ships
arriving in Soviet ports. For example, because of draft limits
~rough1y twice as mhny ships are needed to move the same quantity

of grain out of Argentine ports. Congestion existed at most

ports during 1980, with berth throughpﬁt rates down and

turnaround times up. The increased use of transshipment

* This estimate was also supported in Oatober 1979 by trade»
sources based on their knowledge of Kknow - 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 capabxlltxes for handling grai ,

~12- |
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numbers of coasters, also added to congestlon in Baltie ports.

Impact of Sanetions on Soviet Livestock Sector

facilities in Western Europe, wh:ch requxred the use of large

The cohseqﬁénces of reduéing grain imports from 38 to 28
million tons because of the embargo have fallen most heavily on
‘the livestock sector. Because port capaclty llmxted 1mports,
even without the embargo the poor 1979 grain and forage erops
would have forced the Soviets to make adjustments. Meat
pfoduction‘in 1980 probabiy would have shown'no increase and a
dowhwérd‘édjustment in growth of 1ivesto§k inventories also would
have been needed to mafch_fhe reduced feed base.. However, the
embargo worsened the situation by further 1nniting grain imports.
)

'fhe 8.4 million tons of grginfdenied.the Soviets by the
-embargoxwould‘havé resﬁlted roughly in an 8 percent reduction in.-
grain available for feed, assuming it ﬁas not replaced from
stocks. Expressed in anéiher way, thisAwas enough to produce
roughly 650,000 tons of porkA(carcass weight), eqhivaleni to
slfghtly more than 4 percent of meat output in 1979. Because Qf
a lérge stock drawdoﬁn, however, the total grain av;ilable for
feeding oﬁly dropped an estimafed 2 perceht'in 1979/80; The
- short feedgrain.supplies,aétually impinged on the lfvestock"
sector in three wayé -- a lower meat and milk output, lower
animal wexghts, and slower growth in herd numbers. L@f/d

Meat productlon in 1980 came to 15.1 million tons -- 3

percent less than last year and § percent below the sharply

-13- o
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reduced plan pf 15.7 million tons. Livestock inven{ories at
yearend 1980 were roughly equal to those of a year earlier
because of a determined campaign to sustain herds in the
socialized sector;. Poultry is the only éategory that probably
‘showed much'increase in nﬁmbers and‘product output over lasgt
year. Given official data for egg production, the éoultry'secfor
_undoubtedly received priority in the distribution of éoﬁcentratéd
feed supplies because of its relatively high efficieﬁcy in

converting feed into products. (€

Outlook foi‘1980/81 Soviet Grain Imports

- The USSR will try to import as mdch-gra£n as‘ppssiblé duriné
1980/81 to héld doWn losses in the livestock éecfor following a
éecond successive poor graiﬁ'harvest. A 1980 gfaip harvest of
189 million tons will leave the Soviets far'short of.
requiréments.*;.We aiso believe.Soviet depehdencé on imports is
much greafer than a yeér ago becéuse of smaller grain stocks aﬁd‘

a poor potato crop. The estimated stoeck drawdown of roughly 12

_* 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 production is maintained at
current levels, and (4) no decrease occurs in non-fuel uses of
grain. : '

-14-
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mlllxon tons in 1979/80 has probably reduced operatlng stocks to

a dangerously low level by Sov1et standards * Additional
drawdowns this year nmy be tempered by Moscow s likely conecerns
‘ovgr thé uncertaih:outlook for the 1981 winter grain crop and
Western threats of new grain embargo action over Poiand; LEﬂ’
We expect Moscow to import about 34 million tons of grain in.

the current LTA vear ending Segjember 1981, 8 million tons above

1979/80, even ff the US partial émbargo continues, Imports will
be limited more by port and internal transport Eonstraints than
Moscow's ability to buy grain in world mérkets; espécially'if
Argeﬁtina has a good coarse grain harvest this spring;' Although
grain supplies are tight, the willingness‘of thé So#iets tp'pay
premiﬁm prices should attract all the non-US grain they can
‘handle.‘ Moscow also should have no difficulty’burchasihg some 2-
3'miilfon tons of soybeans and meal. So far we estimate the
Soviets have purchased or agreed to purchase some 29 million tons
of grain and 2 million tons‘of soybeans, soymeal, and manioe. |
The continued effectiveness of the partial US embargo on
gréin exports is béing rapidly eroded by inc}eased sales fpom
other exporting countries and by the Soviet abif{ty to circecumvent
some of the'lbgistical consfraints present during‘the'last LTA
year. Only Australia and the EC of the ma;or exporters are
cooperatlng w:th the US to hold exports at last year's level but
* The USSR holds an unknown quantity of strategic stocks of
‘grain to supply their military forces and civilian consumers in
time of war. This is in addltxon to operating and buffer stocks .

accumulated or drawn down in years of good and bad harvest,
respectively.

-15-
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both planned to review this policy afierVZO January.- Us
diplomatie representatiOns_that.the embargo was - important as a
continuing sign of disapproval to the Ruséians have'beén undercut
by -the 31gn1ng of. the US-China grain agreement Both Canada and
_Austra11a,regard that agreement as a violation of the US pledge
"not to increase grain sales to their traditional markets during

the embargo. 5Qf/

In the marketing year ending 30 June 1981 (MY 1981), the 12~

month period normally used to analyze feed availabiiity, Soviet
‘grain impéfts will be limited to ABout-sl million‘tons plus 2-3
million tons of oilseéds and bulk feeds'or foﬁghly the same as MY
1980. This reduced level of grain import compared to the 34
million tons projected for the LTA year ending 30September 1981»
'reflects the continued adverse impgct of Januéry‘s partial-
embaréo,on both availabilitj of grain‘frqn non-US soﬁrces and
eongéétion‘at Soviét pérts in the July-December 1980 period.*

. Despite the logistieal constraints we expect Moscow to contract

* During this peflod we estimate that a total of only 17 million
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 perlod.

Thus another 17 million tons will have to be imported in the
first half of 1981 to achieve our total estimate 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. 25X1

i

-16-
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for delivery in MY 1981 for more than 31 million tons of grain to
ensure adequate supplies should unforeseen shipping de;ays by
selected'exporters deVelop. The USSR has already purchased over
‘28-mi11ion tons of grain plus 2 milliqn'of.séybeanS'and-bulk
feeds for delivery by 30 Juﬁe 1981. jih%ﬁﬂ4—"'

Lifting the. Embargo

- Should the United States 1lift the partial embargo on grain
this month, the Soviets eould help ease port congestion by
rescheduling larger bpftoms to move it and‘Stretch7out or reduce
deiiveries of Argentine grain} For'the s'ame reason,.{f no longer
embargoed, US sbybe;n meal wouid be imported directly rather than.
transshipped or progessed through West European suppliers. These
measures would have little impact on total imporfs in the first
half of 1981, but by the third quarten'of thé year they might
ease thefport problem enough to rafse gfain‘imbdft potential by
some 2 million tons. The railroad system hguling grain away from
the ports, hoWever, would have to be assigned_d higher priorify
to move the additional grain to interior locations. Problems of
rail ear shortages at Odessa, the largest Soviet poft, indlcate
that such a prlority has yet to be assigned to haullng graxn.

‘Moscow would be interested in additiohal quantitieslof Us
cbrnlrathér than Wﬁeat; We would eipect Mbscow to nnnediately
purchase’ for nearby dellvery several mxlllon tons of eorn, if
made available, and cut back or delay shipments of Argentine
wheat and possibly sorghum. Shifting to US grain could

substantlally reduce Mbscow s costs by 1ower1ng shlppung charges

, | -17- |
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and largely eliminating.current high pfemiums being paid for non-

US grain.

25X1
25X

Impact of.Continued Embargo on Li#estock Sectof, 1981

: Foiloﬁing a second successive poor grain crop -- estimated
at 189 million tons -- the.Soviet feed grain problem will be
worse this marketing year. The use of grain'stoeks will be
ljmited by the large drawdown last year necessitated to a large
extent.by the embargo. Given the‘level of projected grain
inborts for'1980/81, as outlingd above, and no stock drawdown, we
estimate'thatvgrain available fdf feed use could.be down roughly
'5 percent from a year égo. If the So?iets allow livestoek herds
to decline, we believe 1981,méat productioﬁ would roughly equél
the 1980 level of 15.1 millicn tons. Alternatively, should the

Soviets attempt to maintain herds on the assumption of a return

‘to normal grain crhps in 1981, mégt production ecould drop to 14.5

million,tons, or 3 percent. If the US rescinded the partial
embargo on grain another 100,000 tons of meat might bé produced

in 1981 from the net inecrease in importéd grain. Jﬁﬂ"

* The Soviet agéncy.responsible for purchasing foreign grain.

N —1 8- ) .
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Meat shortages mll be serxous durlng 1981 with or without

an embargq. Moscow can be expected to be active: m international
markets for large meat impqrts to help fill the gap. We estimate
that Soviet meat "ix‘nports reached at least 700,000 tons in

.vcalendar year 1980 -- a record -- and could approaéh one fnillion

tons this year. (S/NF)
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APPENDIX

Transport Constraints on Soviet Grain Imports

In addition to external grain market'conditions, the amount
of grain that can be imported annually by the. USSR is constrained
by three key transportation factors:

‘o the capacity ofSoviet ports to offload grain;
o the limited ability of the'internaI‘Soviet transportation -
. network -- primarily the railroads --to haul the grain .
from the ports to storege areas; aod,
o Soviet grain storage capacity. (U)

Sov{et Port ngacitg

we estlmate that Soviet ports could handle as much as 36
mllllon metrlc tons* of graxn 1mports over 12 months. w:thout
serzous}problems., The four main Soviet ports -— Odessa,'
Leningrad, Ilichevsk, and Novoross1ysk - have a combined annual
eapaexty to import graxn in excess of 24 mxlllon tons.. This rate
was observed during 1973, 1975, and recently when-grain imports
reached historic peaks., We also knoﬁ of 14 other Soviet ports

- that have been used to unload graln and these are factored into

our total estimate {see Table A-1). ’/54//

® To estimate grain handllng capacity at selected Sovxet ports,
the following faetors 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,

o Ship turnaround time "and average de11Ver1es {eurrent.

averege turnaround of 20.3 days and average load of 17.3
tons

) Port working hours (assumes two 8-hour shifts).

. -20~ .
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The task of handlxng large quantities of grain up to port

capacxty is diffieult. The Soviets have a barely adequate
inventory of excess railrdad cars tq move grain imports inland
and have had diffieulty in developing efficient transportation
‘schedules from tﬁe port to internal storage areés.‘ Mdreover, the
‘entire Soviet rail system suffers from péor managemenf. (C) |

The USSR major grain ports a;é currently working the same
number of ships as daring the peak periods of past lifts, but are
operating ﬁt reduced efficiency. The’maxinmmbnumber‘of berthé‘
-eurrently uéed for grain is near historiec highs, but tﬁe average
-load deIiQered is down while turnaround time is up (see Table A-
‘ 2). There are several factors contribufing,to this inefficient
performance. o I - \

o The US embérgé, whieh has fqrced-Mpseow to inerease grain
iméérts.from.Argentina,"Such imports must'mo§e on sma11er
ships due to dréft restriétions'at Afgentinefgrain ports

.éompared to US Gulf ports. This has increased the numbef '
of ships'fhat must now be handled at Soviet ports to
deliver a given quantity of grain and led, jn Some cases,
to longer turnaround times. | v

o. Continued problems in the USSR with railear avanlabllity,
especially those de51gned to carry grain.

.0 Increased transshipment of grain on Soviet account in.
Aﬁtwerp, Hamburg, and Rotte:dam for deii&ery bylsméll
coastal vessels ‘to river and sea ports in the Soviet

Baltic area, which has increased congestion there.

-21- _ :
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0 'dngoing Soviet labor and managehent:problems in

ecoordinating the grain import progrém.

Internaf Transportation Constraints
. VThe Soviet'{ransportafion s&éfeﬁ,moves a large VOlume‘of
grain annually in conjunction with the domestic harvest and fhe
distribution of‘imported.grain,‘ The ovérwhelming share is
transported by rail ~- the primary mode 6f transpérigtion in the
, Sovief Union; somel93.percent 6f all'grain tonnage was shipped by
.rail in 1975 while only six percent were transported on the
“rivers. (U) | R
* Until the early to mid¥19705;‘when nearly all economie
‘ actlvi£y was concentrated west of the Urals, railroads were able
to handle tﬁe,iﬁcreaSed demand‘forlfreight and passehgér services
élong‘with the gfowth of the Soyiet eeoﬁomy. In recent years,
“however, the continued growth of the economy, the geogféphicai
shift in demaqd'for Longer;haul freight services as Soviet
dependence on Siberian resources has increased, and the relative
neglect df the railroads in the allocgtioﬁ of investment
resources have severely strained the capacity and{fiexibility of
the rail system. Shocks'to the rail system, suéh as surges in
.demand for rail transport services in connection with lﬁrger
grain imports'and transif traffic to Iran have reéulted in
disruptions, delays,‘and.ténpory embargoes. psf/ |
While the Soviet rail system serving the grain porté has

suffiéiént eapacity to handle more fhan the 36 million tons of
_grain that the ports‘can handle, the actual operation'of‘theurail

system is stretched so tightly that any additional strain would

w22~
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lead to further deterioration in performance. The current

strains in the system are reflected in sleveral ways.

"o Rail car turnaround time is iner
inefficient fleet utilization;»
0 Labor productivity onvthe railroa
o - Train speeds are slowing.
o -The annual rate of increase in tr
'stagnéting. ) o
Onlytby enhanced rail productivity
t ime, fncreased average loads, shorter'a
improved management (particularly more'e
‘allocation of rail cars and locomotives)
pfioritﬁ'items or assigning these to oth
. the rail system relax some of its tautne
the movement of additional grain. (U)
Nbscbw must make é decision on econ
to oceur. If the internal grain supply
eritieal enough, we feel that the Soviat
esééntial trade and allocate the require
 so. ‘The drawback to such an undertaking

'disruptions to the domestic economy. (U)

asing rapidly, leading to
ds is decliniﬁg. 
affic hauled is

(decreased turnaround
verége iength of haul),
fficient scheduling and
s and by‘noi moving low~
er transport modes can

ss and be able to aceept

mnic_pribrities for this
situation becomes

s will divert non-

d transport assets to do

, however, would be

. =23~
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Table A-1

USSR: 'Unioading Capacity at Grain Ports

——a—y —_—

24

: Average - " Total
Max imum ‘ Daily - Daily
Number *Unloading -~ Grain
of Berths ‘Rate Pér " Unloading
Used for * Berth .. Capacity
Grain __(Tons) __.(Tons)
Black Sea o o
Odessa "8 . 2500 20,000
Novorossiysk 7 2500 17,500

_Ilichevsk 7 2500 17,500
Nikolayev -3 1750 5,250
Poti 2, 1750 3 500

. Tuapse 3 1750 . 5,250
Ba tumi 1 . 1750 1,750

- Kherson 3 - 1750 - 5,250
Zhednov 2 1750 3,500
Baltic .

--Leningrad 8 - . 2500 . - 20,000
Klaipeda 5 1750 -.8,750
Riga - 4 - 1750 . 7,000
Ventspils 3 S -1750 ¢ 5,250
Talliman -2 .o 1750 3,500

. Baltiysk 3 " 1750 5,250
‘Kaliningrad 6 1750 10,500
Pacifie ‘ G T .

. Nakhodka 3 1750 - 5,250 .
Viadivostok "3 1750

5,250

150,250 tons/day
x 240 day year

= 36,060,000 ,tons/year
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Soviet Grain Ports: Averace T.oad and
' Average Turnaround Time ‘

e - E h Turnaround Ti
St Load ~ Turnaround Time . (during
. Annual Average (thousand tons) (number of days) . _'peak import

1973 S 2401 - . 1505 T et lagq
1975 - . . 32.0 S 19,7 35,9

: 1979 o 31.1 e 18.7 ' S e
.1980 (Jan-Nov) Co 18y v 2104 L T

e —— e .
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