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FOREWORD

Interest in East-West trade heightens the need for a review of the
resource potential and agricultural development of Eastern Europe.
Although many individual country studies have been written, thers is
no composite survey that would allow policymakers to review critically
the economic factors affecting the trade of agricultural products in this
area of the world,

This report analyzes the agricultural production, consumption, and
trade of Eastern Europe, and uses the results of this research to evalu-
ate the agricultural growth, self~sufficiency, and commodity composition
of trade for the area. It attempts to review the past in light of recent
data and to identify problems and the direction of future growth and
trade in the agricultural and consumer sectors.

Considerable attention is given to developing estimates of feed re-
quirements for each country to explainthe upward shift of wheat utiliza-
tion for feed. No attempt is made to calculate income elasticity coef-~
ficients for major major food products, sinceprice regulation is still in
effect in most countries,

Trade data are analyzed for trends and shifts in the total value and
quantity of agricultural purchases, A brief analysis of U,S, agricultural
sales focuses on expanding trade with the area rather than on the com-
modity trade of individual countries. The latter would be a study in itself
and adequate data are not available for all countries, Policy decisions
affecting U.S, trade are also introduced.

Persons assisting in the preparation of this study include Razvigor
Bazala, Carolyn Miller, and Paul Danyluk.

Zr 7
G. Stanley Brown, Chief
Europe and Soviet Union Branch

Foreign Regional Analysis
Division
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In this report, Eastern Europe includes Bulgaria, Czechoslovakia,
East Germany, Hungary, Poland, Romania, and Yugoslavia. Important
political differences exist between Yugoslavia and the other countries of
the region, and the United States does not recognize East Germany as a
separate country; however, these countries can be usefully studied as a
group,

The year 1955 is used as the base year for annual comparisons. Data
Since 1955 are more representative of economic change and less subject
to political bias than those of earlier years. Cutoff date for statistical
data was June 1969,

Metric tons and U, 8. dollars are used throughout this report,
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HIGHLIGHTS

Agriculture in Eastern Europe has undergone the full transition
from a privately operated farm sector to a gocialized one. Only Poland
and Yugoslavia maintain sizable areas of private farms, The develop-
ment of a socialized agriculture has not been smooth. Erratic suppties,
low productivity, and a weak infrastructure still exist, Between 1963
and 1968, the countries of Eastern Europe made the greatest strides in
agricultural development. The results are reflected in this study's
analysis of lomg-term growth, increased consumption, and shifts in
trade patterns,

Eastern Europe's agricultural production in 1968 increased 30 per-
cent from the 1957-59 base. Preliminary forecasts for 1970 indicate
that new peaks will be reached for all countries except Czechoslovakia
and East Germany, Technological improvements since 1960 have been
important in this upswing. Fertilizer use inthe area has increased at an
annual rate of 10 percent and tractor numbers, 12 percent.

Wheat and sugarbeets have made the strongest gains among the field
crops. Livestock products have also Improved, but at a somewhat slower
rate, Achieving a more rapid rate of growth for livestock products wil]
require a more intensive use of protein feed supplements,

Along with the growth of agricultural production there has been a
corresponding rise in consumer demand for livestock products, par-
ticularly meat, High—income-producing countries—Czechoslovakia and
East Cermany—are already identified ag the -highest consumers of
these products. I_ow-income—producing countries—Bulgaria., Romania,
and Yugoslavia—are still major consumers of staples,

To meet the growing demand for livestock products, a substantial
share of the higher wheat output has been used for feed, Where wheat
output has lagged, imports under favorable concessional sales have been
used to supplement food shortages,

Higher incomes have also effected increases in the consumption of
nongrain commodities—vegetable oils, cotton, fruits, and tobacco. The
higher import of these commodities is reflected in the total trade of
East European agricultural products. Of the $3.5 billion in total agri-
cultural imports in 1967, three-quarters were nongrain products,

Surprisingly, exports have been increasing faster than imports—
10.4 percent a year as against 6.4 percent for imports. East Germany
and Czechoslovakia are the chief importers; Romania, Poland, and
Hungary lead in exports, The U,S. share of East European agricultural

]
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trade ig still small, averaging less than 8 percent of the total during
1960-67. Although Poland and Yugoslavia are the major markets for
U.S. exports, the share of other countries has increased.

Food and raw materials complementing domestic production will :
probably increase faster than primary products in Eastern Eurcpe's .
future agricultural imports. Competition for this market will intensify -
as economic and political impediments to trade are lifted.
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Eastern Europe’s
Agricultural Development and Trades
Patterns and Perspectives

by

Roger E. Neetz
Foreign Regional Analysis Divigion
Economic Research Service

INTRODUCTION

Eastern Europe, while still a major agricultural area in the world,
Is rapidly moving away from it¢ primary economic dependence on
agriculture to a higher stage of economic development, What was called
the breadbasket of Europe inthe pre-World War II period is now a grow-
ing industrial area. This economic transition is not only affecting the
use of each couniry's agricultural resource base, but it is causing in-
comes and consumption levels {o rise also,

The postwar economic growth of Eastern Europe has been accom-
panied by a marked change in the trade pattern of agricultural products.
Through the early sixties, Eastern Europe showed evidence of becoming
a strong importer of grains from the West, But since 1965, an upward
shift in grain exports has occurred. Accompanying this reverse in grain
trade has been a growing import demand for feed supplements, tropical
fruits, hides and skins, cotton, tobacco, meat and meat products, and
processed agricultural products,

AGRICULTURAL GROWTH IN EASTERN EUROPE
DURING 1955-68

During most of the 19560's, the political decision to collectivize the
resources of agriculture and to advance industry at the expense of
agriculture transcended the economic decisions neededto achieve musi~
mum agricultural growth in Eastern Europe. Apparently satisfied that
no serious shortages or continued downward trends in production de~
veloped, area governments gave modest support to agriculture only when
political pressures demanded such attention, as in 1953 and 1956. But
significant and more consistent Party interest appeared in the sixties,
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and has been especially pronounced since the mid-sixties. Thig increased
economic support of agriculture is associated with completion of col-
lectivization programs in Bulgaria, Czechoslovakia, East Germany,
Hungary, and Romania, satisfaction with the stage of collectivization in
Poland and Yugoslavia, and the subsequent shift from organizational
objectives to the economic priorities needed to increase output.

While the sharpest annual fluctuations inproduction canbe attributed
to weather, technological changes in the area appearto have diminished
the adverse effects of the elements onyear~to-year production changes,
This breakthrough is more noticeable in the southern countries of the
area—Bulgaria, Hungary, Romania, and Yugoslavia—where droughts are
more frequent than in the northern countries of Czechoslovakia, East
Germany, and Poland.

Measuring the influence of the variables—weather, technology,
management, and investments--on output is difficult and imprecise, but
by aggregating production data in value terms and presenting the data in
index form, some judgment of agricultural stability, growth rates, and
direction of change canbe made for individual countries and for the area,
Each nation in Eastern Europe publishes an index of gross agricultural
output that is calculated either in fixed or current prices and includes
the value of total output of all crops and livestock products. Some coun~
tries also publish a net agricultural index that adjusts for double count-
ing of feed for livestock and for purchases from the nonfarm sector.
But there is no uniformity in the price weights used in the calculation
of any of the indexes. To allow for inter- and intra-area comparisonas,
the U.S. Department of Agriculture has constructed a net agricultural
output index that is calculated in fixed prices and adjusts for double
counting of feed, but does not deduct purchases from the nonfarm
sector (6).1

On the basis of this index, net agricultural output in Eastern Europe
in 1968 increased 30 percent over the 1957-59 base, or at an annual
rate of 2.7 percent, and appears to reflect a favorably balanced per-
formance over a long period of time, Conversely, less stability in out-
put is suggested by the erratic year-to~year changes noted for individual
countries, Such fluctuations can be partially explained by the adversities
of weather, but in some years they are more closely identified with
policy measures.

The sharp decline in oitput in 1961 for East Germany followed the
mass collectivization drive carried out in that country the previous
year and was compounded by an unusually dry spring. Collectivization
drives and the delayed impactof new policy decisions were also primary
factors causing the downturn of production in Hungary in 1961 and in Ro-
mania during 1962. The significant upturn inproductionfor all countries

! Underscored numbers in parentheses refer to items in the literature cited, p. 60.
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in 1966 can be attributed to optimum weather conditions, but the sur-
prising stability of output maintained in 1967 and 1968 under less than
optimal weather conditions can be explained only by the continued efforts
fo raise material inputs, farm investment, and the level of farm man-
agemert,

Along with this emphasis on technology, all countries showed shifts
to high-value commodities--livestock products, oilseeds, and fruit, The
growing importance of these commodities in the total output not only
introduced a more balanced growth, but also cxplains the shifis in agri-
cultura! trading patterns that have developed since 1955. For example,
East Germany and Czechoslovakia—the two countries of Eastern Europe
with the largesti percentage share of high-value livestock products in
total agricultural output—are heavy importers of grain. This reflects to
a degree a longstanding decision to import low-value grain products for
conversion into meat and other livestock products. How both of these
countries and others in the area have shaped their agricultural produc-
tion during 1955~68 can be judged from the direction of the agricultural
index {table 1). 2

Strong rates of growth varying from 3.1 percent to 4.4 percent a
year during 1955-68 were achieved by Bulgaria, Romania, Poland, and
Yugoslavia; rates of growth of 2.0 percent or less were attained by
Czechoslovakia, East Germany, and Hungary, The higher rates of growth
for Bulgaria, Poland, Romania, and Yugoslavia can be attributed to the
low level of factor inputs through 1965, The simultaneous rise in output
and inputs in subsequent years lends strong support for predicting
confinued growth (at least through the first half of the 1970's). The
Czechoslovak and East German growth rates of 0.9 and 1.6 percent a
year, however, reflect near maximum growth rates. Both countries
showed a relatively high level of factor inputs during this time, suggest-
ing that future growth may be difficult to achieve. Hungary's position is
not clearly defined, but evidence on the availability and use of factor
inputs suggests that future growth may also be slow.

If aggregated data areusedtomeasure actual per capita food produc~
tion in each country, as shown in table 2, similar general conclusions
about potential growth emerge. Czechoslovak data again show the
greatest weakness in growth prospects. While there is some improve~
ment noted for Fast Germany, the higher annual rate of change in per
capita food index, compared with the production index, reflects the
decline in population through 1964. However, the reversal of this trend
after 1964 may make East Germany's long-term position less favorable
than the current data show,

Preliminary U.S, Department of Agriculture forecasts of agricul-
tural output for 1970 follow the patterns molded by long~term trends.
New peaks in production are expected for all countries except Czecho-
slovakia and East Germany. On a per capita food basis, the forecast
shows a decline for Czechoslovakia, East Germany, and Poland, While

3
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‘Pable l.--Eastern Eurcpe: Index of total agricultural production, 1555-68
{1957-59=100)

Czecho- | East
slovakia | Germany

Yuga-

Bulgaria 3
slavia

Hungary

BA 109 gh 93 a5
T 107 95 &h 68
195 e nsnncnnsnassssaasssarnsnae g5 102 100 99 102
19581 e nernocnstenarrerasarannes 93 99 103 92 8l
2 112 g8 ST 109 114
1960 s s essasnnnrsarnsnsrns 16k 113 101 e
1961 s ieerannnotnannas Crraerans 106 100 88 1] 98
1962, tiesonnsansssanrennsanannns o8 99 1 1L
1903 vaeasnasatssassanriorntarie 111 108 160 1ch 100
196k, . ... 127 110 105 107 117
1965 . ceeannnnas sistsaesenanaans 95 111 110 108
106P . surasannnarsasnnanena inea 111 111 117 2131
190 e sesvuanrasansnas 113 102 119 26

134 120 121 119 119

Projected 1970 1/..cvvas.n. vane 113 123 133
Percent

Anmual rate of change,
1955-68 2/ . N T 2.0 3.1

Planned rate of growth,
1965-T0 3/ v vnesneerinnncnnens 5.4 . 2.9 2.4

n.8. = not availsble.

gf Projected increase compuied by least squares according to & linear formula.
gf Compound rate of increase computed from linear trend. :
jf Caleulated from planned percentage increases of gross sgricultursl mreduction:”




Teble 2.--Fastern Furope: Index of per capita food production 1955-68
(1957-55=100})

Total
Ceecho- Fast 4+
Item alovakia |Germany Hungary | Poland Eastern
Europs

1955-1910404000101' 101 91 93 90 E‘h 92
1c8 gk 83 99 : &7 83
1957 s esenns . 104 uls] 100 190 101 101
1058 inurananacrannnsna g9 103 g2 i 83 95
. 97 97 107 99 117 10k
1060.crarararaconssennarasannns 103 15 109 106 _ 1ok 106
196 i asaiccnnanannn 99 a7 g6 115 ' o7 ich
1950 s vanees .e gly 10L 101 G8 icl
19630 canncnsanas 1ce e 110 106 106
195 e i eiennnnn 107 103 111 110 110
100 e isesaancnrononanoronnnonns ag 113 106 111 ; 100 110
1966 i enenennnn 106 113 133 1i7 127 120
B 2 124 135 119 118 122
1968 s naenancns . 11k 123 115 124 113 128

Projected 1970 1/voiseiinnranes : 204 123 118 125 12k 130

Percent

Annval rate of change,
1955-68 2/ v everrninvnssesniens] 3.6 0.2 1.9 1.7 1.8

Anmuaal population rate of
increase 1955-6T7 3/......... . .8 .7 - .3 1.2

y Projected increase computed by least sguares according 4o & lipesr formula.
_2_} Compourd rate of increase computed from linear trend.
_3/' Compound rate of inerease computed from midyear data.

LT i AT Y- B

L3,




&

BT

these forecasts are only for a short duration, long-term projections
through 1980 would probably show the same trend.

Oificial plans for agricultural production through 1970 reflect the
same trend as the USDA index of net agricultural output. Strong rates
of growth varying from 4.6 percent 5.4 percent were planned for
Romania, Bulgaria, and Yugoslavia, while lower rates of 2.51t0 2.9
percent were called for by Czechoslovakia, East Germany, Hungary,
and Poland, The plans, although on a gross output basis, appear to take
into consideration the economic capabilities of each country and suggest
continued optimism in the former group and some limitation and re-
straint in the latter. The lower official planned growth rates of East
Germany and Czechoslovakia support the previous observation that
imports of supplementary agriculiural commaodities may be increased
or at least maintained in these countries if a rise in the standard of
living i3 to be achieved. This might also be true for Poland and Yugo-
slavia if population gains continue at prevailing rates (table 2),

FACTORS AFFECTING THE PRODUCTION
CF AGRICULTURAL PRODUCTS

Collectivization is now firmly rooted in all countries of Eastern
Europe except Yugoslavia and Poland, Yugoslavia is currently ex-
periencing its most liberal economic period under communism, but the
Yugoslav League of Communists is still trying to win over the peasant
and actively endorses a long-term program to socialize all agricultural
resources. Poland, after making a bold decision to decollectivize in
1956, has again regressed to a more rigid policy position toward inef-
ficient peasant farming. Early in 1968, the Government enacted legisla-
tion permitting state takeover of land that it considered underutilized,
or land that when planted to crops did not achieve the minimum norms
of output per hectare. These programs give the Government first option
to purchase such land or distribute it to more efficient producers,
More specifically, they are intended to prohibit the further fragmenta-
tion of private farms and to encourage farmers to use cooperatively
held machinery. The long~term objective of this policy is to eliminate
inefficient small farms, but the emphasison use of gtate-owned machin-
ery does not preclude full socialization of agriculfural resources at a
later date.

Hard-line communism asserts that in the long run collectivization
will improve agricultural production through the consolidation of small
farms, the mass introduction of material inputs, and the universal ap-
plication of modern farm technology. That it has been slow to achieve
these objectives can be attributed to political dogmatism, military and
economic priorities, and the lack of nonfarm inputs. As an economic
program, collectivization can also be criticized for its failure to
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motivate farmers, its uneconomic use of basic resources, and its
deliberate low returns to labor.

But even under the economic stressocflow production, full sccializa~
tion continues io be a paramount political goal in most countries. Dif-
fering views as to the means of achieving this goal are reflected in the
wide variations ip the production changes, consumption patterns, and
trade developments of each country.

Changes in Land Use and Population

During 1955-67, agriculiural land declined in Czechoslovakia, East
Germany, Hungary, Poland, and Yugoslavia, but increased in Bulgaria
and Romania.~ Upward and downward shifts alsc occurred in arable
land throughout the area.3 The net result was a 724,000-hectare de-
crease in arable land, compared with a 398,000-hectare decrease in
agricuitural land {table 3) (B). This greater decline in arable land
affected the shortrun potential for growing crops more than the potential
for raising livestock, since the inputs necessary for raising yields
were not immediately available, The primary factors causing this shift
in land use were the movement of people from confiscated and marginal
farmland in some cases, the conversion of large estates to pastureland
in others, and the increased use of land for nonagriculiural purposes in
all countries,

It is more than ccincidental that the largest decreases in arable
land occurred in Czechoslovakia, East Germany, Hungary, and Poland.
All of these countries experienced a mass out-migration of German
seftlers, derive less than 25 percent ofiotal national income from agri~
culture, and are the largest importers of agricultural products. Con-
versely, Romania and Yugoslavia increased the amount of arable land
relative tc total land resources, In both countries, however, the rate of
increase was less than the rate of increase of population L, the same
time period. Bulgaria's ratio of arable fo total land remained virtually
constant.

Because of the upward shift in population in all countries of Eastern
Europe except East Germany during 1955-67, the pressure on land re-
duced the land/man ratio for the area from 0.50 hectares of arable land
per capita in 1955 to 0,45 in 1967, East Germany's population decline
produced a more favorable land/man ratio through 1964, but in subse-
quent years the ratioc revertedfothe 1956 relationship, as shown in table
4, Data in the same table show that ast Germany, Czechoslovakia, and
Yugoslavia were also below the area average of 0.45 hectare per capita,

2 agricultural land includes arable land, permanent meadows, and pastures,
3 Arable land includes cultivated land, gardens, orchards, and vineyards.
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Table 3.--BEastern Burope: Distribution of land resources, 1955 and 1947

165 1657 Net change
Agrdi- Argnle Agri- Arsble Agri- Areble
cultural | land | Pagtures{culturai| land | Pastures|cultursli land | Pastures

lend 1f | 2/ land 1/ 2/ land 1/ | 2/

L, 000 hectares

Bulgeri@ <ssens-a-.. 5,992 L,545 gob 5,863 4,534 1,052 +271
Czechoslovekise.suas T, k14 5,458 856 T,132 5,362 790 -282
Fast Garmany........ 6,482 5,218 390 6,351 k,911 582 -131
Hungary...evecoasn. -1 T2 5,775 912 6,913 5,626 87h -333
Polandse.sas 20,403 16,223 1,780 19,819 15,518 1,833 -584

i 1h,112 10,058 2,693 14,839 10,527 2,940 +727
14,753 8,192 4,651 14,687 8,267  4,ko90 - 6B

Total, Eastern Eumpe"rs,ooa 55,469 12,086 Ts,6ck  sk,7hs 12,570 -398

1/ Af deultural land includes arable land, permanent meadows, and pastures.
g/ Arable land ineludes cultivated land, gardens s orchards, and vineyards.




Table 4.--Eastern Europe: Land resources and material inputs, averages 1955 and 1967 y

1955 1967 ;
Areble land|irable land| Fertilizer per|Arable land Argble land|Fertilizer per
per er hectare of per rer hoectare of
ceplta tractor arable land capita tractor arabls lend

Hectares Kilograms Hectares Kllograms

Bulgarifesecsssesasns 0.61 234.1
Czechoslovakig.cvews e 133.8
Fast Germanyssecesees 29 12,0
HUNZArY sasannnsonsss .59 243.9
PolanGecsrrnaasansen .59 27h.6
ROMANIS.eeavssnnsses .58 290.9
YugoSiavitiessvsensas L7 186.3

0.55
37
.29
.55
4o
-39
Al

133.9
173.0
275.7
gl.h
101.9
k1.9
2.5

=

*
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411 Fastern Burope.. 0.50 213.4

y Computed dats. Populstion data used for caleulation sre midyesr estimates.
Tractors in 15-hp. units; fertilizer in terms of active plant nutrients.
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suggesting the existence of a relationship between population pressure
and grain imports in these three countries after 1955 (table 5).

In addition to population pressure on available land resources, all
couniries in the area have experienced relatively rapid urban growth.
While this growth was expected, and was infact one of the policy objec-
tives of collectivization, the excessive rate at which young people have
been leaving farms has created an imbalance in the age structure of
the remaining farmers and farmworkers., An increasingly large share
of the total farm Ilabor force is in the age group 45-65 and older
(10, 19). This population shift has accelerated the need for more farm
machinery and other capital equipment as a substitute for labor. In
effect, the decline of young farmworkers has transferred the problem
of underemployment from the countryside to urban areas.

Capital Formation

The competling claims for available capital, and the deliberate
policy of holding back agricultural investments as long as a strong
private sector existed, slowed the development of capital formation
in all the countries of Eastern Europe. This economic lapse has been
partially corrected where full collectivization has been attained, but it
has placed a heavy and continuing financial burden on the collective
farms.

Before the introduction of major agricultural reforms, capital for
agriculture was supplied principally from the state budget of each
country, Allecation of funds was a function of state planr. g and was
under rigid central control, Under economic reform prograiis as early
as 1956, the respective governments began to reduce the direct state
contribution of capital to agriculture and to transfer this obligation to
the farm enterprises—a move toward decentralization,

The earliest example of this capital shiftoccurred in most countries
by mid-1958 with the transfer of machinery from state-owned machine
tractor stations to collective farms, To enable collective farms to
accumuiate capital for the purchase of old and new equipment, procure-
ment prices of agricultural products were repeatedly adjusted upward
after 1958. In addition, governments canceled the indebtedness on some
farms entirely or extended long-term credits at low interest rates to
others. These policy changes, coupled with the continued shifting of
decisionmaking from the top command to collective and state farm
managers, were important economic steps in the collectivization pro-
grams. In some instances, they provided the economic stimulus for
raising output,

Agricultural Inputs

It would he misleading to attribute all the upward changes of agri-
cultural production in Eastern Europe to the addition of fixed capital

10




Table 5.--Eastern Europe:

Totel wheat and rye imports, 195567

Bulgaria

Czecho-
slovakia

Bast
Germany

Hungary

Poland

1 Yugo-
Romania

slavia

1,000 tons

5471
348
350
10l
260
316
437
227
koo
356
125
152
217

1,154

973
1,795

BT76
1,315
1,808
2,052
1,751
2,082
2,211
1,378
1,637
1,353

975
1,322
1,096

739
1,007 -

a7
™5

33
1,438

602
1,193
1,357

hoo




investment, since a large share of capital used to increase production
in agriculture is operating or working capital. Generally, working
capital 8 used for the purchase of fertilizer, seeds, animal vaccines,
herbicides, insecticides, and other inputs thai are consumed in a single
agricultural year. Except.for the calculated rates of fertilizer applica-
tion, as shown. in table 4, none of the other inputs can be easily quanti-
fied. However, this does not preclude making judgments about the rate
of transition from peasant operations to more advanced farm techniques
or about the impact that continued application of fixed and working
capital inputs may have on future farm output and farm efficiency.

During 1955-67, fertilizer use and fractor inventories in Eastern
Europe increased at annual rates of 10 percent and 12 percent, respec-
tively (fable 6). This upward movement has not only been consistent
over time, but it has been greatest in countries with good growth
potential—-Romarnia, Poland, and Yugoslavia, The 18967 application rates
of 276 kilograms of plant nutrients per hectare of arable land in East
Germany and 173 kilograms in Czechoslovakia, compared with 42 kilo-
grams in Romania, 63 in Yugoslavia, and 91 in Hungary, also indicate
the wide variation of inputs among countries and account in part for the
significant difference in yields in the area (tables 4 and 10).

This comparative data can be used to make some preliminary judg-
ments about potential self-sufficiency in grains., East Germany and
Czechoslovakia, for example, are already heavy users of fertilizer and
have a high population density per unif of arable land. The high prob-
ability of diminishing returns from additional inputs suggests that a
program to attain self-sufficiency of grains in these countries would be
highly gquestionable. Conversely, the low fertilizer inputs in Poland and
Yugoslavia, alsc importers of grain, suggest a greater probability for
attaining self-sufficiency. For Romania, currently an exporter of grains
and other agricultural products, the low use of fertilizer and the poten-
tial for increasing output from larger inpuis raise important questions
about the future direction of agricultural production. A shift to high~
value livestock products and industrial and specialty crops could change
the current expprt pattern in that country from grains to these types of
commodities. A somewhat similar commodity shift could develop in
Bulgaria and Hungary, neither of which has reached the high level of
input use of East Germany and Czechoslovakia.

Although increased availability of selected inputs and investments
and higher procurement prices {(government-determined) reflect positive
measures for improving agricultural output, it cannot be presumed that
all measures have been applied efficiently and that optimum conditions
for their continued use will prevail. Improvedtechnology cannot resclve
the variable factor of weather, and there are many unresolved labor
problems that have emerged from the introduction of a more capital
intensive agriculture. Management, a weak link between the planning
stage and the market, is also an indeterminate factor in evaluating the
agriculiural potention of each country.

12
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Table 6.--Eastern Europe:

B B

Fertilizer consumption and tractor pumbers, 1955 and 1967

Country

Fertilizer 1/

Tractors 2/

1967

1967 as a

percentage

of 1955

1955

1967

1967 as a
percentage

of 1955

B‘lllgal“ia Fan bR BRANES
Czechoslovekia ..eee.
East Germany

Hm]gm LI LN B N A
POlE.Dﬂ ErPFEES RAS b T

Homanisg..
Yugoslavia ...

T ae e e wRE

Tons

35,27
3/325,734
67,900
54,340
3/543,900
21,900
62,600

607,100
3/927,800
1,354,100

514,000

3/1,581,700

LWho, 700

516,400

Percent

1,71k
285
176
ob5
291
2,012
825

umber

19,411
10, Bok

75,600
135,200

Bfho,kho  5/174, 000

23,575
29,075
30,488
5/6/h3,94T

98,200
183,400
155,700
1ha, ooo

Percent

389
478
410
kig
310
511
321

Total, Bast Eurcpe

1,811,8m

5,941,800

326

259,876

1,023,100

;/ Plant nutrients.
2/ 15-horszpower units.

7
2

1956 data.

Reported on a split-year besis.
Inventory of machine tractor stations only.
Converted to l5~horsepower units from reported physical units.
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From a review of past policy decisions, it is clear that the agricul-
tural sector has changed under collectivization. Programs have been
implemented faster in some countries thaninothers, but in all countries
production has increased, consumption has improved, and the trade of
agricultural products has become more diversified, compared with the
early fifties. Although the momentum generated in the late sixties
probably wiil be carried into the seventies, the evidence at this time
suggests that a renewed emphasis will be placed on examining the costs
of production and evaluating more critically the domestic and foreign
demand for agricultural products. Specialization of production may
accelerate, and the trend to increase livestock products, already in
evidence, should move ahead more rapidly.

COMMODITY OUTPUT

Of the changes carried out under collectivization, shifts in com-
modity output and land utilization have probably been analyzed the least.
Both had bhigh priorities and were considered essential for the success-
ful and economical implementation of planned innovations in farm tech-
nology and land use under collectivization. During the active period of
collectivization, however, none of these programs could be implemented
effectively, and data show that commodity production declined,

Upward movements in commodity output did not begin to emerge
until the completion of collectivization, suggesting that the economic
programs needed to raise output were delayed until the political objec~
tives were reached. In this context, the major production shifts in
commodities that have become significant under communism are the
strong growth of grains, indusirial crops, and livestock products,

Under the cenirally planned programs, the broad agricultural
policy aims of each country were first guided by the concept of self-
sufficiency to be attained by complete sccialization of resources, strong
central control over farm programs, and rigidpricing. These programs
were dominant until about 1955, Subsequently, new economic directives,
including upward shifts in prices, were implemented. The intent was to
diversify the agricultural sector by reducing the area planted to grain
crops, expanding the area of important commerecial crops, and concen-
trating on the production of high-value livestock products,

A simultaneous expansion of livestock numbers and a reduction in
grain area placed a high premium on increasing grain yields to meet
the growing feed requirements of the livestock sector. The use of more

domestic wheat for feed—a frequently overlooked adjunct to the planned -

program—had a strong impact on the total grain export capabilities of
Eastern Europe during the fifties and early sixties.

14

I' Bz st ....JIL’ S




T S

D

NP

EXRILNE -

Crop Reduction

Between 1955-57 and 1966-68, approximately 3 million hectares of
arable . land were taken out of grains and put into fruits, vegetables,
forage, or industrial Crops or were reverted to pasture, industrial, or
urban use. This shift is reflected in the decline—64 percent to 59 per-
cent—in the share of arable land planted to grain (table 7).

The rate of decline in the planted area of grain3 was not consistent
in all countries, but throughout Eastern Europe there was a decrease
in the area planted to rye, oats, and corn. Wheat and barley areas
increased 2 and 6 percent, respectively, While this long-term trend in
land use is a fixed part of planning, year-to~year changes will undoubt-
edly be introduced in some or all countries to meet short-term plans or
to offset shortages due to poor Crops.

Table T.--Eastern Europe: Cultivated area of ma jor crops,
averages 1955-57 and 1966-68

Commodity Average Average ;ggg;ggaz: ?f
1,000 hectares Percent
Wheats.sevsonsns 10,065 10,272 102
RY€ieenavereoneas 7,626 5,885 79
Barley ceseeenes 3,17k 3,365 106
OatSeaeecansonss 3,690 2,660 T2
COTNevevannoanns 8,355 7,695 92
Total grain 1/ { 33,666 30,575 91
PotatoeS.evess.. 4 968 4,687 ok
Oilseeds 2/ .... 1,199 1,660 138
Sugarbeets ..... 1,170 1,282 110
TODACCO mveenens 2k6 273 111
Other crops 3/ . 11,755 13,284 113

1/ Includes miscellaneocus grains.
g/ Includes =g1] types of oilseeds.
é/ Flax, hemp, cotton, vegetables, fodder beets, clover, and

other miscellaneous crops.
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Excluding the immediate short-term objectives, it is significant that
the decline ingrainarea has been counterbalanced by a long-term upward
shift in yields (table 8). The outstanding achievements are the 87-percent
gain in wheat and the 45-percent increase in barley and corn production.
Part of the production gain for wheat andbarley ean be accounted for by
an increase in the planted area—2 and 6 percent, respectively—but the
gains for corn were made ona smaller planted area, Somewhat surpris-
ing is the fact that corn yields increased less than wheat despite the
reported wider use of hybrid seed,

Declines in the production of rye and oats counter the favorable
position of wheat and barley. The drop in rye can be accounted for by
the shift in acreage to higher yielding wheat varieties. The downward

Table 8.--Eastern Burcpe: Oubput of major agricultural products
and number of livestock units, averages 1955-57 and 1966-G8

1966~68 as a
Commodity Average Average percentage of {Rate of
or unit 1955-57 1966-68 1855-57 change 1/
1,000 tons Percent

Wheat seecessnes| 14,303 23,952 167 4.8
RYe weveenennan.] 11,357 11,230 99 neg.
Barley v.uveee.. 5,h08 7,993 145 3.5
Cats.,euverrenss| 5,580 5,008 90 -1.0
Corn wuivenesans.l 14,266 20,707 145 3.k
Total grain 2/{ 52,140 70,128 134 2.7
Potatoes.,,.....| 63,330 76, 005 120 1.7
Oilseeds....,...; 1,209 2,599 215 7.2
Sugarbeets ,,...| 24,830 41,662 168 4.8
TODECCO 4 iuuwewe 233 310 133 2.6
¥eat 3/.........| 6,746 9,916 k7 3.6
Milk ...iivneun..| 25,590 35,hk60 139 3.0
EEES weeverrnnen| 14,043 22,655 161 hb
Livestock units,| 65,120 71,107 109 .9

neg. = negligible

y Compound anmiel increase determined from wmidyear of 3I-year
moving average beginning 1855-57, ending 1966-68.

2/ Includes miscellaneous grains.

3/ Liveweight.
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shift in the area sown to oats is partially attributed to the gharp de-
crease in horse numbers in many countries, Significant?y, the total area
of both rye and cats declined by 2.8 million heétares,

Industrial crops also made strong production gains during 1955-62.

Oilseed production increased by more than 115 percent, sugarbeets by -

68 percent, and tobacco by 33 percent, reflecting the successful postwar
trend to produce crops for export, or alternatively, to reduce dependence
on imports. The success of these programs can be attributed to the
favorable position of industrial crops under state-supported programs,
State farms and special collective farms were not only directed to in~
crease the area of industrial crops, but were also given priority in the
allocation of available material inputs, In addition, prices for these cropa
were relatively more favorable than for other crops. :
The 38-percent increase in the area planted to oilseeds and the 10~
percent increase in sugarbeet plantings attest to the successful im-
plementation of these programs, and the 4-percent annual rate of
increase for both crops reflects the higher use of inputs. Tobacco pro~
duction did not achieve the same favorable results. Although the planted
area was expanded by 11 percent, yields increasedonly 2 percent annual-
ly, compared with the 4-percent gains noted for sugarbeets and oilseeds.
The smallest change in output among the major nongrain crops
occurred in potato production. On a reduced acreage—approximately
300,000 hectares between 1955-57 and 1966-68 —output increased 20 per-
cent, or 1.7 percent a year. This more modest growth rate relative to
industrial crops and wheat reflects the declining importance of potatoes
as a food crop in the major producing countries of Czechoslovakia, East
Germany, and Poland, It may also portend a further shifting of acreage
from potatoes to other higher yizlding feed crops, particularly since less
attention has been given to breeding new varieties of potatoes than to
wheat, corn, and oilseeds. '

Factors Affecting Changes in Crop Production

While long-term gaitis in commodity output are indicative of real
growth, it is important to identify the time period when growth began to
emerge and to recognize the policy decisions that influenced this change.
Production data for all crops show erratic annual variations since 1955,
In some years, the downward movement can be associated with collectivi-
zation drives and in others with adversities of weather. Upward gains
over time also suggest varying relationships to changes in farm
structure, added material inputs, and priority programs aimed toward
improving hard currency earnings, Limited data preclude a statistical
measure of the influence of these independent variables on output, but the
respective counfry data on production, yields of selected crops, and
rates of change permit some judgment of the effectiveness of known
measures over 4 12-year time span {tables 9 and 10).

The annual rate of change in the production of wheat shows a long-
term gain of 4 percent or more per year for all countries except

17
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Table 9.--Eastern Europe: Rates of change in production of selectedrcommodities,
averages 1955-57 and 1966-68 1/ -

Commodity Bulgariz| Czecho- East Hungary Pbland Romania Yugo~-
slovakia| Germany slavia

Percent

Wheat ,,.........
BYe cnneacnvaceas
Barley weveasssns
0358 vavetenunses
COrnl envavanancs
Potatoes seven...
Dilseeds sscecess
Bugarbeets ......
TOLECCO sveseossa
Meat veweinnennas
i 0
BEES vesenacncena

hl
Fos)

'
o= N0 -1 [0 v

- &

L]
= HFHNWEONG O D

Rl mwn

!
-
Pomo
1
M Lo

C =

ie W

-

o NV N = =

-lr:r-\o\.nw—.]
s
\.HIDEI\I—-'-I‘-‘-"
1
M

el il il
- - - L]
SV NQo D

mm?q'[G'w
1

O Www e
]
OO0 N W

MV R0 oy D
WA WO & =

2
I
0
1
T
B .
7
3
8
9
6
)]

MWW Ae O

.
‘_,.'I
PO A
- oo D

LI Y
- . - .
—JO’JCDP N H o~ W
I ]
= =N Oy Qo7

O oo
. -

*

NN S e
?JUJUJf?U\E
(o RN
W 3
Sl L P

neg. = negligible

;/ Compound annual increase determined from midyear of 3-year moving average, beginning
1955-57, ending 1966-68.




v ey I e Ml Sl L T L

e T TS

Teble 10.=--Eastern Eurcpe: Rates of change in yields of selected commodities,
averages 1955-57 and 1966-68 1/

Total,
Commod ity Bulgaria| Czecho- | East Hungary | Poland Eastern
siovakia | Germany Europe

Percent

Wheateivessansnnes
BYe vevevraceranes
Barleyecivessanans
0AT5 venaennasones
COTN srueccannenns
Potatoes cevecenes
DilseedsS seeessans
Sugarbeets svevu..
TODECCO ssssssasnas
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Bulgaria and Hungary. More significantly, the most rapid gains have
occurred since 1963, Implicit in this change isthe favorable response of
yields to added fertilizer, new high-yielding soft varieties of wheat, and
other inputs. In Bulgaria, Romania, and Yugoslavia, where wheat yield
increases have been the highest, the application rate of fertilizers in-
creased more than 20 percent a year (table 6). In addition, hoth Bulgaria
and Romania increased the area of irrigated wheat, and thus softened
the impact of drought on yields. Conversely, the lower rate of increase
iIn wheat yields for Czechoslovakia and East Germany may be attributed
to the high existing yields and the high application rates of fertilizer.
Fertilizer inputs in these two countries have increased at steady rates
of 8.1 and 4.8 percent per year, respectively, since 19565, compared with
far more rapid gains in Bulgaria, Romania, and Yugoslavia,

Barley production varies more from country to country than wheat,
but yield patterns are similar. Higher annual rates of change than the
area average were made by Bulgaria, Poland, and Yugoslavia, due to the
planting of new varieties and increased availability of fertilizer. Less
striking gains were made by Czechoslovakia, East Germany, and
Hungary. In these countries higher yields in the base year average ac-
count for the slower rates of increase,

Corn and potato production show the greatest contrasts among the
countries in the study area, reflecting a comparative advantage position
on the one hand and weather influences on the other, Since corn ig the
major feed grain in Bulgaria, Hungary, Romania, and Yugoslavia, the
output of these countries determines the average for the area, The ex-
tremely high rate of change in corn yields in East Germany and Poland
in table 10 can be explained by the relatively small acreages planted to
corn in these countries.

Potato production is the highest in the northern countries of Eastern
Europe—Czechoslovakia, East Germany, and Poland, Consequently
year-to-year changes in these countries strongly influence area yields.
The variability in the rates of increase in potato yields may be attributed
to several factors: lower yields in the 1955-57 base period for Poland,
the major producer, the decline in seed stock and farmer resistance to
farm policy in Czechoslovakia, and the already highyields in East Ger-
many in the base period. All causes for the shifts in the yields and pro-
duction of oilseeds, sugarbeets, and tobacco in Eastern Europe cannot
be igolated, but it appears that rapid gains in yields occurred simulta-
neously with significant increases in fertilizer use,

Becaugse the East European countries have demonstrated their
capability to increase output through higher yields, new technology, and
mass education programs, growth in output of field crops is less a
problem today than in the early and mid-fifties. More critical than the
attainment of higher production is the need to solve the problems of
collection, storage, and distribution. These service-related problems,
along with the interrelated problems of production and trade, point to
the growing gaps between the producer and the consumer,
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Livestock Production

The upward trend in grain yields supplies an economic criterion for
explaining the sirong gains in livestock numbers and livestock products
in the area. All countries increased poultry and hog holdings, with gains
for the area amountingto 3% and 19 percent, respectively, over the 1955~
37 base period (table 11j. In addition, cattle numbers rose 13 percent
over the bas¢ period and sheep numbers, 7 percent. But a decline in cat-
tle numbers developed in Bulgaria and Hungary, and pronounced declines
of sheep occurred in Czechoslovakia and Poland,

The decrease of cattle numbers in Bulgaria and Hungary can be par-
tially attributed to the impact of collectivization, which when fully im~
plemented restricted private ownership to one cow per household plot.
This decrease occurred in other countries of Eastern Europe, but,
generally, the declines in private holdings were offset by increases in
the collective herds. Sheep numbers started adeclinc in Czechoslovakia
and Poland in 1956, In Czechoslovakia, the decline was partly due to the
exodus of farmers from the mountainous border areas. For Poland, num-
bers probably declined becaunse the annexed westernterritories were less
intensively farmed than under the Germans who formerly held them. A
decline in sheep numbers more modest than that of Czechoslovakia and
Poland occurred in Yugoslavia and is atfributed to overgrazing and
drought conditions in recent years,

When livestock numbers are related to arable and agricultural land,
the results show where growth has beenmost intensive and where future
problems may develop {tables 11 and 12), Cattle numbers in the area,
for example, show a 13-percent absolute increase over the base peried,
but a 16-percent increase per unit of arableland. Hog and, poulfry num-~
bers also increased more rapidly per unitof arable land than absolutely,
further accentuating the pressure on existing land resources to supply
extra feed or on planners to import more feed. The increase in yields
of major feed crops during 1955-68 suggests that domestic programs
to increase the fotal feed supply played a larger rcle in the upward move-
ment of the livestock sector than import programs, But both programs
were necessary to meet the higher feed needs of the expanded livestock
gsector,

The long-term impact of higher feed inputs is reflected in the follow~
ing reported increases in preduction between 1955-57 and 1966-68; meat
{liveweight), 47 percent; eggs, 61 percent; milk, 38 percent; and total
animal units, 9 percent (table 8). That these gains were made during a
period of strong political pressure against private ownership of livestock
reflects peasant initiative, government restraint againstpeasantowner~
ship, and a slow improvement in breeding stock, As late as 1967, peasant
farmers of Eastern Europe still held a sizable share of livestock on their
household plots or withheld livestock from collective management under
statutes permitting some farmers to manage their own herds. The latter
group included farmers who had not contributed all their farm
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Table 11.--Eastern Furope: Livestock numbers and rercentage change, average 1965-68

[ Average 19566-68 | Average 1966-68 as a percentage of
Country average 1955=57
Cattle I Hogs P Sheep i Foultry | Cattle r Hogs | Sheep I Foultry

1,000 nesd Percent

Bulgaria seuaa. carees 1,355 2,333 1lo,072 24,069 8g 167 174
Cezechoslovakia . b, 390 5,476 685 29,h75 107 106 127
4,899 9,148 2,903 37,678 130 107 136
1,979 6,453 2,383 32,004 g5 s 138
9,868 14,485 2,700 T8,200 121 125 pEIEn
5,155 5,506 13,871 43,733 11c 125 135
Tugoslavia ceevessans 5,663 5,503 10,181 34,270 110 126 13%

Total, Eastern Burcpe| 33,354 48,00 41,795 279,49 13 ilg 139

Table 12.--Eastern Europs: Livestock and poultry mumbers per 100 hectares of
sgricultural and areble land, averages 1955-57 and 1966-68 1/

Average 1955-57 Average 1966-68 Average 1966-60 ms & per-

Livestock centage of average 1955-57
and Agri~ Agri- Agri-

Foultry ciltural | Arable cultural Areble cultural Areble

land Jlend land land land land

Humbers fercent

Catile ..ouvusna. 38 L
Hogseiunivenenann sl &5
SHEGD vevivunonns 52 35
Poultry .y.evue.. 263 369

1/ Calculated data.
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holdings—in particular pastureland—to collective farms and who
for definitional purposes belonged to a lower type of collective farm.

But even without full state control over these resources, a continued
expansion of the livestock sector is projected through 1870, For some
countries—Bulgaria, Romania, and Yugoslavia—improvement can be
achieved principally from expected higher feed yields. For others—
Czechoslovakia, East Germany, and Hungary-—the planned increase in
livestock numbers and products will dependonthe efficient use of avail-
able feed inputs or the increase of feed and feed supplement imports,
or both. :

The long~range potential for raising livestock and livestock products
from a further intensification of agriculturalinputs isless favorable for
(izechoslovakia and East Germany than for other countries in Eastern
Europe. Population and livestock numbers per unitof land resources are
already higher in Czechoslovakia and East Germany thanthe average for
the area. A more economical approach to a higher standard of living in
these two countries may be through further industrialization and in-
creased imports of feed rather than threugh continued intensification of
agricultural production,

For the remaining countries, evidence suggesis that a further grovth
in the output of major feed commodities is attainable. Increasing the
availability of inputs, expanding reclamation and irrigation programs,
and maximizing the utilization of land resources are only some of the
ways to increase output, But achieving a more rapid rate of growth of
livestock products in these countries may also require greater emphasis
on feeding efficiency and more intensive use of protein supplements than
in the past. All East European countries are thus reshaping their agri-
cultural programs for this head-on test and are in the process
of implementing new economic incentives, These include higher prices,
a more efficient use of all resources, programing for new investments,
and reviewing the costs of supplementary food andfeed products needed
to expand the livestock sector. This effort reflects a boginning shift to
meet consumer demand on one hand, and the economis advantage of ex=-
porting high value products on the other.

FACTORS AFFECTING THE DEMAND FOR
AGRICULTURAL PRODUCTS

The most consistent economic program carried out by Communist
planners in Eastern Europe has been the industrializationof each nation:
as quickly as possible. Under this first order of priority, industrial
growth was strong through most of the fifties, somewhat weaker in the
early sixties, but again moved forward after 1965, One major outgrowth
of this developmeni has been the migration of rural labor into urban
areas, This redistribution of the population and labor force, when com-
bined with the higher earning power of industrial labor, has generated
a stronger demand for processed foods, textiles, and other consumer
goods, During the initial phase of industrialization, muchof this demand
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was restrained by the heavyturnover taxplacedon these products. 4 But
with an improving economic position this restraint is being questioned
and reexamined concomitantly with a review of the existing price
structure,

Income and Population Changes

Some measure of the strength of the new demand for consumer goods
can be drawn from the obgerved rise in the per capita gross national
product (GNP) since 1960. The estimated per capita level of $1,783 a
year for Czechoslovakia and East Germany in 1967 exceeded that of
serveral West European countries, Estimates varying from $1,012 to
$1,265 for Hungary, Poland, and Bulgaria were not far behind, Romania's
per capita level of $937 was 23 percent higher than Yugoslavia's $760,
the lowest inorder of rank amongthe East European countries (table 13),

Table 13.--Bagstern Europe: Per capita gross national product
and percentage share of national income spent on food and
beverages, 1967

Population PETGE;pita Exﬁsgdizzies
Country }/ 2/

3/

Millions U.5. dollars Percent

Bulgarifeceeevesacanas 8.3 1,012 b/uh
Czechoslovakids ssess.. 4.3 1,783 5/k2
Bast Germany.....evess 17.1 1,783 5/37
BUNZATY e s s avvssnannnas 10.2 1,265 5/4h
Polandesereciescoansns 31.9 1,112 5/he
ROMANI&eeesersnnsrrnes 19.3 937 5/he
YUgoslavifie.eevsoesass 19.9 6/760 T/h1

Midyear population.

Dased on estimates publishec in (15).

Percentage share based on surveys of expenditure and

income of industrial and white-collar workers with a family
of three or four.

1964 data.

1965 data. Tobacce, alcchol, and luxury food products are
included in the dats for East Germany, Hungary, and
Yugoslavia.

Calculated from estimated GNP for 1967 in fixed 1960 prices.
1666 data.
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“The turnover tax was sn indirect tax placed on agricultural and consumer products to
offset the low direct taxes on income. This tax represented a substantial markup of the low
producer prices paid to the farmer for food and agricultural products used by light and con-
sumer industries, In effect, the tax served as a source of funds for capital formation, acted as a
form of rationing of scarce commodities, and reflected the rigid control over prices in a
command society.
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While population growth for the areais increasing, it is not dynamiec, :
The 0.7-percent annual rate of increase during 1960-67 was well below §
! the more rapid increases of developing countries and less than the 1.1- ]
percent increase of the countries of the European Community (EC) and f o
the European Free Trade Association (EFTA). This slower population !
growth, combined with some improvement in labor productivity, accounts
in part for the rise inthe standard of living during a time when only min~ I
imum investments were made inthe consumer and light industries. Of the ¥
East European countries, Poland had the highest annual rate of population
increase, 1.2 percent, followed by Yugoslavia’s 1 percent. Hungary and
East Germany ranked the lowest, Sociological, economic, and religious i
factors have influenced population growth differently in each country. The :
present low average for the area suggests that future market opportuni-
ties for agricultural products in this part of the world will be more re-
sponsive to income changes and accompanying shifts in consumer pref- '
erences than to population growth, _
However, the strong upward growth of national income and industrial i
wage earners has exerted new pressure on the respectire governments
to expand consumer goods production. This response to consurmer demand
is in sharp contrast to the strict command system of the immediate post-
war period which regulated supplies through rationing and the turnover P
tax. Food products, for example, were relatively scarce during most of !
the fifties, but with improving agricultural developments, governments :
are attempting to adjust slowly to consumer demands.
The leader in the move toward a more market-oriented economy is
Yugoslavia, But the many reform programs introduced in recent years
by all countries also suggest that serious thought has been given to the
introduction of free market prices for bringing supply and demand into
.balance, particularly for food and agricultural products.

Measuring Consumer Demand

Measuring consumer response to price changes in East European #
countries is imprecise, since there are no real base lines for a begin- ;
‘ning study, One test of the response of consumer demand to price changes
might be made from the free market prices of food products sold in the :
peasant markets. These markets arethe mainoutlets for quality foods—
meat, milk, and eggs. Both Czechoslovakia and Hungary have introduced ;
the concept of free market prices in state stores for a limited number
of commedities since 1957, Price reforms under the New Economic
Mechanism in Hungary and the continued interest in the economic role
of prices in Czechoslovakia may allow further studies of market demand

i’ to develop in future years.

At the present time, the best estimate of shifts in the demand for
food products can be judged from the income elasticity coefficients
published in a 1966 FAO study (8). For the area as a whole excluding
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Yugoslavia but including the Soviet Union, the study shows an extremely
low income coefficient of 0,07 for cereals, Alternatively, high coefficients
of 0.64 for meat, 0,70 for fish, 0.66 for fats and oils, and 0.54 for fruits
and :vegetables tend to support East European economists who have in~
ferred that the rise in income in the urban areas and the decline in the
rural population have been instrumental in the shift to processed and
quality foods,

High wages in urban c¢enters and population declines in rural areas
have had a profound impact on per capita food consumption levels, as
observed in table 14, The high~income countries of Czechoslovakia and
East Germany are readily identified as the highestper capita consumers
of meat and livestock products, Conversely, the low-income-producing
countries —Bulgaria, Romania, and Yugoslavia—are still the highest
consumers of major staples—bread, potatoes, and corn. Although not
an unexpected phenomenon, it is eignificant that in the low-income
countries there has also been a Sharp rise in the consumption of wheat
and a decrease in the consumption of corn, Evidence of this shift is
especially striking in Romania and Yugoslavia, both of which are major
producers of corn, Rising incomes, therefore, have not only influenced
the demand for high-protein livestock products but have also accelerated

- consumer preference for wheat over corn,

Studies of consumer spending habits in selected countries further
reveal that expenditures for food in East European countries range from
37 percent of gross income for a family of three in Czechoslovakia to
44 percent in Hungary and Bulgaria (table 13). While these percentage
shares of total income spent on food are still high when compared with
the average of approximately 32.8 percent for the EC and EFTA coun-
‘tries, it should be noted that rent, health insurance, and other services
are heavily subsidized in Fastern Europe (17}, This subsidization tends
to inflate the percentage share of expenditures c¢n foods and other con-
Sumer goods relative to services,

Apart from these diffused statistics, it is clear that Eastern Europe
has improved the amount and availability of quality food products within
its economic potential. It is also evident from. the current and short-
term programs that one way of furthering this improvement is through
an increase in agricultural production, As a means of meeting demands
over time, trade must not be underestimated, However, the long-term
influence of trade will be more important in the high~income-producing
countries ~Czechoslovakia and East Germany-~where the agricultural
growth potential is limited than inthe low-income countriag— Yugoslavia,
Bulgaria, and Romania—where growth and resources have not been
used to the optimum. Hungary and Poland lie somewhere in between the
two extremes,

DEMAND FOR GRAINS

Eastern Eurcpe's agricultural economy depends heavily on grain to
Sustain its long~term agricultural goals. Grain is the major commadity

26




e st e

TR N 5 PR Ble e et L iy o - A R s e - A

Table ih.--Bastern Europe: Comparative per capita consumption of selected foods, 1955 mnd 1957

Pulgaria Czecho- East Hungary Poland Romania 1/ Yugoslavia
slovakia Germany

Commod 1ty 1955 &/ [1967 | 1955 | 1967 | 1955 | 1967 | 1955 | 1967 | 1555 | 1957 | 1955 | 1967 | 1955 | 1%7

Hilograms

Wheat and rye 3/...| 282.6 2L1.6 172.1 159.3 160.k 12B.7 205.6 179.9 238.0 1858 130.0 173.0 168 3 198.
Corn 3/ 1.4 k.4 neg. - neg. neg. meg. neg. neg. neg. 80,8 2h.
RiCeuiiesannnanns. 2.9 3.7 2.4 B 1.3 2.2 1.6 3 T ne. 1.9  neg. . 1.
111918 n.a. 12i.2 . ITh.6  156.3 119.9 226.0 207.0 . . é6.
11.6 25.2  33.T7 . 27.h 31.6 4 . 2k.0  35.5 2k,
Vegetahle oils and
wargarine _5,/ 6

I

ok,
. 6.9 13. 2.
Siaunghter fats n.a. 6.7 . B.
Meat and meat
28.6 bik 448 )
3.9
3.5

Il.a. n.a.

81,0 118.8 143,

4
h
0
0
2
1
&
-5
.7
+5

8
56

n.a.=not available. neg.=negligible

1/ Preliminary estimates.
2/ 1956 data.
In terms of whole grain equivalent. Includes small quartities of varley and oats for Poland.
Refinasd basis.
Includes animal slaughter fats.
Includes beef, veal, mution, other mzat, and edible offals.
Liters. Ir-cludes buffalo wilk in Romania
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produced, imported, consumed directly as food, and utilized indirectly
by the livestock sector. Success or failure of agricultural programs
still revolves around supply and demand for grain,

Complexities in measuring the demand for grain in a command sys-
tem are manifold. Lackingprecise dataon family incomes, retail prices,
and farm purchases, the criteria used in this study to estimate demand
are official per capita consumption data for wheat, rye, and corn and

feed utilization computations derived from the residual supply after

deducting: amounts for food consumption, indusirial use, and seed. By
adhering to .official published data on production, trade, and per capita
consumption and by using acceptable feed coefficients, a reasonable
Supply and demand balance for grain has been determined for the area

and for each country in the area. 5

Food Grain Consumption

Consumption patterns vary considerably in Eastern Europe. De-
creases affer 1955 in the per capita consumption of food grain— wheat
and rye—occurred inCzephoslovakia, Hungary, East Germany, and Po-
land; increases developed in Bulgaria, Romania, and Yugoslavia. The
increased utilization of wheat and rye for feed, however, is a universal
phenomenon. Economic decisions which have shaped thizs pattern are
not easily discernible, but the low procurement prices of wheat and
rye relative to the high procurement prices paid for livestock products
may have been a major causative factor,

Rationing of foods existed in one form or another in some or all of
the countries of Eastern Europe at least through 1961. Rationing was
controlled by both coupon and price. Market forces played only a mini-
mum role in the distribution and purchase of graing until Yugoslavia's
decision to permit private farm sales direct to large consumers was
implemented in the mid-sixties. Throughout the remainder of the area,
grain is procured principally through government organizations, Prices
are fixed by the government and sales are made either under a contract
or as an obligatory delivery, Until the mid-~sixties, the price of grain
was well below the cost of production and in many years the heavy oh-
ligations placed on the farmer to deliver grain left little for use as
feed. But official policy also kept the priceof bread very low, and during
the period of trial and error it was not unusual for peasant farmers
to purchase low-cost bread for feed as a substitute for the grains de-
livered to government procurement organizations. Such irrational use

of resources and prices in the command gystem is only one example of

the managerial gap that existed during collectivization,
The era of collectivization was also rife with other decisions that
encouraged the wasteful use of limited farm resources or denied them

$ Methodological concepts taken from (2).
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to efficient users. These abuses reflected an economic accommodation
to collectivization rather than a permanent intent to forestall agricul-
tural development. :

Despite collectivization, 36 million tons of wheat and rye were pro-
duced in 1387-—an increase of 39 percent over the 1¢55 output. In con~
trast, total wheat and rye consumption for food rose only 1.2 million
tons during the same period (table 15). This represents an annual rate
of increase of 0.5 percent which, in compariscn with the population
growth of 0.7 percent for the area, reflects the low-income elasticity
of demand for grains inaneconomic setting of rising incomes and grow~
ing supplies of livestock products. For the same period, net imports
of wheat and rye varied from a high of 6.8 million tons in 1964 to a low
of 2.7 million tons in 1967 {table 16).

The paradox of higher production and imports and lower consurnp-
tion may be attributed to previously unrecognized long-term shifts in
the consumption and utilization of grain, not to statistical inconsisten~
cies as first believed.

During 1855-67, consumption of wheat and rye for food declined in
East Germany, Hungary, and Poland; increased slightly in Czechoslo-
vakia; but shifted upward from 20 fo 48 percent in Bulgaria, Rormarnia,
and Yugoslavia {table 15). In the latter three countries, the increased
consumption of wheat was accompanied by a decrease in the consump-
tion of corn. However, the upward trend in consumer demand for wheat
throughout the area only accounted for 1.2 million tons of the 10-
million-ton increase in production during 1955-67. The weight of eco-
nomic evidence derived frnm these preliminary statistics suggests that
as food grain productiop in Eastern Europe increased in successive
years, a larger share ‘of the total output was shifted to feed use.

Feed I_}-ses of Food Grains

The use of food grain for feeding livestockwas a major factor in the
strong continuing import demand for wheat and rye throughout Eastern
Europe during 1955-67 {(table 16}, Food and feed balances, constructed
from published data, confirmed a highuse of wheat for feed in the major
iraporting countries of Czechoslovakia and East Germany for the entire
12-year period. The use of wheatfor feed also became more pronounced
in Poland after 1959, and in Yugoslavia and Bulgaria after 1964, The
Hungarian position is less easily identified, but there is evidence to
suggest that more wheat was used for feed during 1961-67 than in
earlier years. Romania was more self-sufficient in feed grains during
the fifties and sixties, and the increase in wheat production apparently
did not influence feeding rates significantly.

The probable use of wheat for feed can also be judged from tables
17 and 18, Table 17 shows wheat and rye consumption for food as a

29

L T

P}




e am o AS Tt S ILIIL LT ST armana .

Teble 15.--Eastern Europe: Consumption of wheat and rye for food, i955-6T }/

Total,

Czacho~ Fast Eastern

slovakia | Germany

Yugo-

Year Bulgaria slavia

Hungary Po%?nﬁ - Romania

_/ . Eurcpe

1,000 tons

1955 it e cerienas 2,253 2,878 2,02h : 2,252 3,008 20,637
1956 s easas . 2,280 2,716 2,061 1,847 2,812 19,306
2,143 2,648 1,800 2,603 3,073 20,039
2,097 2,702 1,759 2,528 3,069 19,613
2,127 2,423 1,818 2,808 3,336 20,256
2,167 2,279 1,817 2,907 3,560 20,548
2,19 2,200 1,825 2,842 3,725 20,753
2,305 2,271 1,811 3,010 3,933 21,447
2,312 2,173 1,816 2,986 3,930 21,209
2,310 2,207 1,822 3,007 3,991 21,3h4
2,319 2,p25 1,827 3,250 h,012 21,784
2,278 2,204 1,829 3,270 3,970 21,636
2,280 2,200 1,845 3,329 4,030 21,805

Percent

1967 as a percentage
Of 1955 s cncnnannna 120 102 76 91 93 148 134 106

g/ Estimates computed from officially reported or derived per capita consumption dats of
bread and converted to whole grain equivalent.

2/ Includes small quantities of barley and oats.




Pable 16.--Eagtern Purope: Total trade of all grains, 1955-67

Food grains Corree grains Total grains
Year Imports | Bxports tfize Imports | Exports tgeaze Imports | Exports ”cg:ze
1,000 tons
1955.ca.00 | 4,670 366 «h,30% 1,537 ThHO -797 6,207 1,106 5,101
1556 0sa.. | 1,526 438 4,088 1,508 909 -599 6,034 1,387 4,687
195T.eeees | 6,336 79 -6,257 L1,B47 33k -1,513 8,183 k3 7,770
1958, vees. | 4,456 11 5,355 1,093 1,267 +17% 5,549 1,378 k,17™
1959 vsaua | 5,600 273 -5,327 1,578 513 -1,065 7,178 786 5,392
1960 .aees | 5,390 1Bp =k.,908 1,610 1,200 =10 7,000 1,682 -5,318
1961..00e. | 5,922 465 -5,k57 1,67¢ 1,508 171 7,600 1,973  -5,628
196240 0er | 5,626 103 -5,513 2,232 1,861 -g71 7,848 1,36%  -6,484
1963..00.. | 6,860 972 -5,888 2,468 1,25k -1,23% 9,328 2,226 -7,M@
1965, .. .ae | 6,902 18 6,83k 2,983 1,h29 -31,55% 9,895 1,507 -8,388
1965, aases | 5,052 751 -4,301 3,390 968 -g,hze 8,ki2 1,719 -6,723
1966.cnaes | 6,006 656 -5,350 1,721 983 =738 71,77 1,63¢ -6,088
1967 1f... | B,380 1,627 -2,653 1,8%6 2,693 +T9T 6,235  b,319  -1,956

]_./ Estimetes based on preliminary trode reports.

Table 1T,--Eastern Furope: Wheat and rye consumption for food as a percentage
of production, 1955-67 1/

Total
Czecho-~ | East Yugo- ’
Year Bulgaria slovekia | Germany Hungary | Poland j Romania alavia &;;rtglx;:
Percent
1055, sarnnnnanans 8.6 92.3 81.1 T5.T 7.1 £9.9 117 0,0
1956, s arcruoanann o b 88.1 80.2 88.1 6T.3 7.8 155.8 03.1
195Teerecnansnnen 67.9 8.6 5.9 73.6 62,1 67.6 90.9 5.7
1958 it cnrarnnnn 73.8 1.8 2.4 9.7 58,7 83.2 125,60 76.h
1950 nenarnsnasns 71.3 81.3 €9.2 7.3 55.2 70.2 75.9 67.2
1960 5.1 0.4 63.6 85.6 58.4 81.8 93.6 73.1
1961 8.4 ge.h 84.5 81.7 54,8 69.4 110.8 T3.7T
1962 87.8 50.0 ThT 82.6 66.6 T2.9 6.9 191
1963 snernronnnnn 9.8 88.1 73.5 10k.5 56.9 .0 91.5 76.8
968 e ennsenann 87.1 85.6 &68.1 8.4 60.7 76.8 103.0 5.6
1965 sernrnanenae 65.8 2.k 59.% 69.3 s2.7 53.6 111.0 64,9
1956 cassreannana 63.5 75.0 €1.0 5.1 53.3 £3.3 83.1 £5.3
1967 v enrcscssanan 4.8 6.1 55.0 62.7 51.9 55.0 80.1 60.7T
1/ calcylated data.
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Table 18.-—Eastern,Europe: Wheat and rye imports as a percentaze
. of consumption, 1955-67 1/

Czecho- Bast

Bulgaria slovakia | Germany

Bungary | Poland
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percentage of total domestic production, and table 18, wheat and rye
imports as a percentage of consumption. From these data it can be
seen that at present consumption levels all countries currenfly are
self-gufficient in wheat and rye for food. Also, the high percentage
share of imports relative to consumption points to alternative uses of
food grains by Cszechoslovakia, East Germany, and possibly Poland,
Hungary and Yugoslavia's position is more difficult to asseas, since
both countries have imported large quantities of wheatonly in particular
years, This erratic and unpredictable tradingpatternreflects a possible

import response to low domestic production in drought years rather

than a consistent demand.

While the guantitative trade data in table 16 suggest a strong and
rather stable demand for wheat and rye in Eastern Europe during 1955-
87, there is no indication whether this demand simply reflected expecially
favorable trade opportunities or an actual market need. Where the USSR
was the major supplier of wheat, as in Czechoslovakia, East Germany,
and Hungary, bilateral trade arrangements, credit terms, and loans
were usuzlly favorable to importing countries, Theprice of wheat under
these arrangemenis was negotiated relative to prices of other goods
ard could hardly have qualified as a competifive world market price,
Where the United States was the major supplier— Poland and Yugo-
slavia—wheat purchases made under Title I, P.L., 480, could aiso ke
considered a response to noncompetitive world prices. In both these
instances the favorable terms of sale may have encouraged imports of
wheat which were not economically justified. And this demand persisted
until stronger internal measires weretakento correct this shortcoming.
The recent upward shift in wheat acreage in Czechoslovakia, Hungary,
Poland, and Yugoslavia, all major importers, reflects a serious intent
to correct the diseconomies that grew out of political concessions, and
if continued through the midseventies could narrow all wheat trading
opportunities with Eastern Europe. _

Whatever ex .post judgments are made about the influence of noncom-
petitive prices on wheat and rye imports by Eastern Europe, the liberal
use of hoth grains for feed furthered growth of livestock and poultry
throughout Eastern Europe during 1955-67. Significantly, growth was
most rapid in the high feed-concentrate-consuming categories-- hogs
and poultry, Cattle numbers also increased in East Germany, Poland,
and Yugoslavia, and sheep numbers increased in all countries except
Czechoslovakia, Poland, and Yugoslavia (table 11).

Feed Grains

Despite the increase inlivestock herdsinthe area from 1855 fo 1967,
feed grain imports —barley, oals, corn, and corn sorghum-—were con-
siderably less than those of wheat and rye. Average annual imports of
feed grains through 1962 remained close o the 1.6-miilion-ton level
(table 16), A stronger upsurge developed through 1965, primarily due to
the substitution of feed grains for wheat in USSR exports to the region.

33

o :-_..-_:- AT AT

Ly

=i,

o T
Tl e B

e




Lo

R e O TP

Good feed grain harvests in 1966 and 1967 improved domestic supplies,
and the imports of feed grains dropped back to the lower 1855~62 aver-
age (table 5). Wheat and rye imports, however, continued at high levels,

In retrospect, the phenomenon of the steady upturn in feed-concen-
frate-consuming livestock and poultry and the increase in roughage-
consuming livestock could not have developed unless substantial
quantities of food grain imports were used for feed, or as a substitute
for domestic wheat and rye production used for feed,

East Germany, Czechoslovakia, and Poland are the inajor consumers
of wheat and rye for feed, but feed balance data show that both commod-~
ities were used for feed in all countries. The analysis of variance was
used to test the derived feed inputs per grain~consuming animal unit for
each country and the area during 1955-67, andthe results showed a sig-
nificance of means at the 5-percent level for all countries (tables 19,
20, and 21).

Feeding Efficiency

Although the assembled data on feed utilization are still preliminary,
two additional patterns emerge from these estimates. First, the average
feed input per animal unit during 1965-67 was higher than either of the
preceding 5-year averages in all countries, and second, the higher per~
centage increase over the 1955-59 average noted for Bulgaria, Poland,
and Yugoslavia reflects the strong gains in hog and pouliry numbers in
these countries,

Noteworthy is the relatively high feed input per animal unit through-
out the area, Compared withrecent studies inthe United States, the East
European area average for 1960-64—0.571 tons per grain-consuming
animal unif-is approximately 70 percent of the 1959-64 U.S, average
(3). Individual counfry averages compare more favorably, particularly
Hungary's 0.657 tons and Poland's 0.594 tons, which are 80 percent and
73 percent, respectively, of the U.S, avérage in 1959-64, Table 22
indicates that more recent averages in Eastern Europe are even higher.

hile these high feed inputs can be supported by the previously re~
ported production gains in field crops and the sustained level of grain
imports, there are no meaningful price data availableto measure the ef-
ficiency of feed inputs relative to output in Eastern Europe, Historical
evidence suggests, however, that inefficient feeding practices existed
during most of the 1955-67 period. The early agricultural programs in
Eastern Europe were influenced by institutional factors which collec-
tivization did not erase, and the accommodation to these institutional
factors may have prolonged inefficient feeding practices and indirectly
created an artificial demand for grain imports, One of the persistent
institutional factors is the peasants'strongholdover a substantial share
of the livestock herds,
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Table 19.--Eastern Burcpe: Grain-consuming animal units, 1955-68 1f

I Total,
Bastern
Burops

Czecho- | East Tugo-

Bulgaria slovekia | Germany Hungary | Poland | Homania slavis

1,000 units

3,390 7,166 5,911 6,766  18,37S 3,7+ 9,866 64,248
1958 catvinnanns 3,468 7,547 10,379 7,009 19,063 9,372 9,726 66,56k
3,452 7,607 9,879 6,222 19,787 8,582 9,023 64,550
3,758 7,603 9,864 6,515 15,778 8,238 9,36 65,152
3,004 7,46k 9,487 71,183 19,554 8,601 10,k20 66,713
3,963 7,715 10,166 6,463 20,629 8,912 10,955 68,873
4,296 7,838 10,082 6,591 21,355 8,957 10,733 69,852
5,275 7,797 10,3+3 6,858 21,536 9,39% 10,445 70,668
4,027 T, T 9,62 6,068 20,207 8,694 9,980 66,332
4,07 7,624k 10,585 6,743 21,096 8,761 10,569 69,385
k, 366 7,54 10,196 7,229 21,617 9,749 11,076 71,987
L o184 7,28 10,282 6,327 22,186 &,452 11,06 69,739
L, 066 7,158 10,605 6,525 22,476 9,815 10,537 71,182
h, 126 7,270 10,552 7,003  22,3k3 10,253 10,855 72,Lop

Average:
1955-59 3,574 T, 477 9,90k 6,739 19,311 3,47 9,604 65,453
195664 . cuus . L3k 7,738 10,168 6,545 20,968 8,956 10,538 69,022

4,185 7,366 1o0,h09 6,771 22,154 2,817 10,62k 71,328

}fDetermined from numbers of all classes of livestock held on farms om Jan. 1, or nearest
census date, Kumbers converted into grain-consuming units on the basis of the estimated
average guantity of grain and other concentrates consumed per head of livestock. Face
tors used were adapted from {13). Coefficients used were 1.3 for horses, 1.0 for cows,
0.3 for cattle other than co#gj 0.1 for sneep and goats, 0.7 for bogs, and 0.015 for
poultry. Concentrates used included wheat, rye, barley, cats, mixed grains, corn, SOr=
ghoum, and potatoes. Fotatoes were converted to grain units at a factor of 1 kilogram
eguals 0.25 grain units.




Table 20.--Eastern Europe: Utilization of feed concentrates, 1955-67T ;/

Totel,

Bulgaria Czecho- | East Hungary | Poland | Romania Tugo- | b ectern

slovakis | Germany slavia Europe

1,000 tons

4,099 4,097 3,692 6,505 28,676
L,161 L, 099 2,584 8, 7ok 27,57
4,186 5,549 L,847 10,11k 39,104
3,425 5,295 3,530 9,684 29,001
L, 542 5,380 h,7h2 10,800 40,115
4773 6,648 4,568 11,151 39,651
4,218 4,050 3,778 14,232 37,303
3,973 6,261 L, 7h3 10,592 k 36,273
4,656 5,315 h,hoh 13,89 40,47,

5,069 6,202 4,38k 13,089 43,297
4,052 6,328 Lh2o 13,719 ko 250
4,640 6,014 4,980  1h,256 48, 026
k,obk 6,758 4,716 15,080 47,053

Percent

1965 as a per-
centage of
1055 e ranncana 177 121 165 128 232 108 216 1164

;/ Data are derived. Includes potatoes converted to whole grain equivalent. Methodologi-
cal approach followed statistical techniques used in the construction of {g).
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Although all countries have socialized major fixed capital holdings—
farm machinery, large barns, and storage facilities—none has found a
satisfactory way to socialize livestock holdings. A compromise position
has been government acceptance of private livestock holdings by state
and collective farmers. Statutea regulate the number of livestock that
may be held, but because of the large number of households involved, the
livestock and poultry held by peasant farmers on these small plots is
still quite substantial. In 1967, 59 percent of the cattle, 68 percent of the

Table 21.--Eastern Burcpe:

Factors Influencing Feeding Practices

concentrates by type of feed, 1955-67 1/

Tetal utilization of feed

. Percentage
Total
Coarse Wheat Potatoes feed Total of total
Year . and o/ oncen— feed Teed
grains rye 2/ g e grains | concen-
rates
trates
1,000 tons Percent
29554 .0 | 21,790 2,683 4,203 28,676 24,473 85.3
1956.. ... | 17,282 3,505 6,787 27,574 20,787 5.k
195T+ess | 25,237 7,170 6,697 39,10 32,407  82.9
1958..... | 27,66k 5,797 5,540 29,001 23,461 80.9
1959..... [ 25,46 8,845 5,806 k0,115 34,309 85.5
1960, 4.0, | 25,009 7,583 6,659 39,651 32,992 83.2
1961u.vas (22,716 7,943 6,64 37,303 30,659 82.2
1962..... | 23,970 6,343 5,960 36,273 30,313 83.6
1963...0. {25,120 T,TO0L 7,651 ho,k72 32,821 81.1
1964..... [ 26,863 8,298 8,136 43,297 35,161 81.2
1965..... | 25,885 9,581 6,786 k2,252  35,L06 83.9
1966..... | 29,142 10,780 8,10k k8,026 39,922 83.1
1967..... | 27,832 10,936 8,285 47,053 38,768  82.4
Percent
1967 as a
percent-
age of
1965. .. 128 408 197 16k 158

&/ Data are derived. Methodological approach followed the
statistical techniques used in (2).

2/ Converted to whole grain equivalent at a factor of

1 kilogram equals 0.25 grain units.
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cows, 60 percent of the hogs, and 57 percent of the sheep were held by
individual farmers or by members of collective farms on household plots
(8, 7). Private ownership is most extensive in Poland and Yugoslavia,
where collectivization has made the smallest inroads, and least wide-
spread in Czechoslovakia.

Since household plots are too small to support livestock holdings,
farmers have depended on their own ingenuity or on government willing-
ness to supply feed from the socialized sectors. Sources of supply in-
clude payments in kind for labor performed on collective farms,
purchases from other farmers, contractual agreements with the govern~-
ment, and illegal procurements. The many sources of supply do not
necessarily imply an abundant availability of feed, rather they are more
representative of a breakdown in the marketing and distribujion system.
A bumper harvest, moreover, influences the amount of feed fed in a
gingle year since storage on household plots is too small to plan ahead,
This observation is supported by the variable feeding rates in the late
fifties and early sixties, Variability in feeding rates is less noticeable
after 1964 (table 22),

Past government procurement programs also tendedto widenthe gap
between available supply and market demand for all grains. In most
countries the total planned procurement of wheat and rye was dictated
by planned domestic consumption and foreign trade goals, The residual
was left on farms. Only inrecent years have governments actively start-
ed building storage facilities for carryover stocks that have accrued
from successively good harvests,

Formerly, feed grain procurement programs were less rigid, but in
poor harvest years feed grain was accepted as a substitute for wheat
and rye, Since the allocation of grains is a state function, authorities
attached more significance to meetingthe needs of state-owned livestock
enterprises producing meat for export than to the cooperatives and
private farmers, Under these export-oriented programs, the potential
hard currency earnings from livestock products became a more im-
portant policy decision than the need to use resources efficiently, Only
Poland and Hungary fit this category inthe late fifiies and early sixties,
but Bulgaria, Romania, and Yugoslavia have been included since 1964.
Poultry exports have also become important and an expansion of the
commercial broiler industry has been encouraged in Czechoslovakia,
Bulgaria, and East Germany. Elsewhere in Eastern Europe the broiler
industry is only beginning to develop. The largest share of poultry flocks
in these countries is still held by farmers on private household plots
where feeding is not controlled,

Information currently available does not suggest any sirong policy
directives that would affect private livestock holdings and ownership in
the immediate future. But open discussions on economic reforms indicate
there is a move to review livestockplans and programs more carefully,
For example, goals for 1870 indicate a planned16.5-percent increase in
cattle numbers for Poland, but only small increases of 1.3 percent and
1.6 percent for Czechoslovakia and East Germany. Plans for hog
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Table 22.--Eastern Burope: Grain concentrates fed per grain-consuming
animal unit, 1955-67 1/

Total,
Hastern
Europe

Czecho=- | East Yugo-

Bulgaria slovakia | Germany Hungary slavig

Tons

1955, st ararsnrnsanssnnnssarnnan 0.527
L
195700-—-00 -Tll'!{
2558...... veesiseenana . 491
350 ts st erarnranarannrranenans . L7348
.693
‘551
.T82
.693
Ble
699
. ?63
.6T3

Average:

309550 e s e reea 582
657
1GE5 =BT stvrnnncrorsrencansas . .72

Percent

Average 1965-6T7 as =
percentage of average

152 117 119 ipo 139 114 157 128

;/ Caleuiated from data ia tables 19 and 20, Production of feed grain concentrates lagged 1 year
relative to livestock numbers. GCrains produced in 1955 were consumed in 1656 and so on.
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nuimbers, alternatively, show a significant increase for Bulgaria—36,2
percent over the 1965 level—but a decline for Czechoslovakia and East
Germany (1). These variable goals reveal an awareness by planners of
the economic potential and available resources within each country, and
imply an intent to improve farm efficiency.

Increasing the efficiency of feed inputs for existing livestock herds
in Czechoslovakia and East Germany appears to transcendthe past com-
mand concept emphasizing gains innumbersover gains in product output
per unit of feed. Poland's plans also suggest that farmers should explore
the possibilities of expanding roughage-consuming livestock more criti- >
cally. In all countries commercial poultry production is expected to move '
ahead more rapidly in the seventies, and plans are to be coordinated
more closely with the expansion of the commercial mixed-feed industry.

In the final analysis, the import demand for wheat and rye in Eastern
Europe has been influenced by the erratic domestic production of all
grains, by the growth of livestock herds, and by the favorable terms of
trade for grain. When wheat and rye, have been imported under com-
petilive arrangements, the decisions to import from the non-Socialist
world under price competition had to be approved by a command deci-
sion before purchases could be made. In some instances, these imports
were viewed in terms of the value-added gain of grain imports under
favorable terms for exports in the form of meat; in others, there was
an immediate short-term need or an actual shortage, But in reviewing
the long-term trend of grain purchases for Eastern Europe, it is ap~
parent that the major influence has been the government rather than the
market.

Although there are current indicators of market-oriented programs
that might change this pattern in some counfries—Yugoslavia and, to a
legser degree, Hungary, Czechoslovakia, and Poland—the planning au- ;
thorities’ right to preempt the use of available hard currency and the y
establishment of a priority need for nonagricultural imports still pre-~ :
clude any sizable upward change in dollar sales of grain to Eastern
Europe in the immediate future.

Long-term prospects for sales will also depend on: {1) the yut un-
realized potential of the COMECON countries to maximize grain pro-
duction; (2} the development of an internal consumer market for meats
in countries which now have low per capita consumption levels of meat
and currently export grain (Bulgaria, Romania, and Yugoslavia); and
(3) the continued increase in the per capita income levels in all
countries.6

SCOMECON (Council for Mutnal Econemic Assistance) was organized in 1949 to encourage
economic cooperation among the Communist nations of Eastern Eurcpe. There are eight per-
manent members: Bulgaria, Czechoslovakia, East Germany, Hungary, Mongolia, Poland, and
Romania, Yugostavia participates in some commissions, but is only an observer in others,

40




©

DEMAND FOR NONGRAIN PRODUCTS

Concomitant with its long-term forwardprogress in economic growth
and agricultural development, Eastern Europe has generated a steady de~
mand for both complementary and supplementary agricultural products.
Paradoxically, some of these commodities—feed supplements, vegetable
oils and oilseeds, fibers, hides and skins, meat and meat products,
tobacco, citrus fruits and other tropical products--too often have been
overshadowed by the high priorities placed on the import demand for
grains. The long-term upward shift inthe total demand of these products
may have been underestimated in terms of their value contribution to
trade.

Feed Supplements

Heading the supplementary list (partially competitive} of commodities
are feed supplements, At present the main sources of plant protein feeds
in Eastern Europe are clover, alfalfa, field peas, and the byproducts of
the milling and vegetable oil industries—branandoilseed cake and meal.
While domestic production of these feeds is programedto expand through
1970, output in the midsixties has been erratic and the supply has been
inadequate to meet the growing demands of the livestock sector. Imports
of plant profein feeds over more than a decade of time reflect this short-
coming. Total East European imports of oilseed cake and meal, for ex~
ample, increased from 78,300 tons in 1955 to 722,900 tons in 1966 (8).
Major imporiers have been Czechoslovakia, Hungary, and Yugoslavia.
Poland has recently increased imports substantially.

Animal protein feeds are also becoming more important in the feeding
rations of livestock in Eastern Europe. Hogs, pouliry, and calves are the
heaviest users of these feeds, Currently all countries are deficient in
animal proteinfeeds, such asfish mesal, bone meal, blood meal, and dried
milk, Bulgaria, Czechoslovakia, and Poland togethaer produced only 63,000
tons of animal proteinfeeds in1963. Plans call for an increase to 172,000
tons by 1970 (20).

A msjor objective of the supplemental feedprogram is to develop and
expand the commercial production of mixed feed compounds. In all coun-
tries the industry is only beginningto grow, as indicated in the following
comparison of 1963 production with that planned for 1870 (i, 11):

1963 Planned 1970

----1,000tons - ~ - -
Bulgaria . + . + + + + + & 498 2,800
Czechosiovakia . ., .. 1,700 5,100
Hungary . « « o v o « 4 965 2,000
Poland . . . . . .. ... 1,100 4,200
Yugoslavia, ... ... . 1,800 n.g.
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Production data for East Germany and Romania are not available, but
it is believed that plant capacity has increased in both countries, At the
present time alfalfa meal is the single most important domestic product
that can be developed rapidly throughout Eastern Europe. But for the im-
mediate short run, the higher costs of domestic production, the quality
advantage of imports, the broad substitutability of products, and the wide
dispersion of prices should keep imports of high protein feeds at current
levels,

Vegetable Qils and Seeds

The higher per capita consumption of vegetable oils noted in all coun-
tries except Hungary in table 14 suggests some movement away from
animal fats since 1955. The strong consumer preference in Hungary for
animal fats may be a cultural idiosyncrasy, but by using domestically
produced animal fats, the Hungarian regime was able to export an aver-
age 20,300 tons of vegetable oils annually during 1961-66.

The rise in the consumption of vegetable oils is attributed to the ex-
pansion of domestic oilseed production and oil processing facilities in
Bulgaria, Romania, and Yugoslavia, andto the increaseduse of vegetable
oils as a substitute for animal fats in Czechoslovakia, East Germany,
and Poland,

Imports of oilseeds and processed vegetable oil by Eastern Europe—
principally Czechoslovakia, East Germany, Poland, and to a lesser
degree Yugoslavia—show mixed trends since 1958. QOilseed imports
dropped from 630,000 tons in the peak year of 1958 to an average of
449,000 tons through 1966 (9). Surprisingly, imports of processed vege-
table oils held relatively steady--around 200,000 tons in all years after
1957 except 1963, when imports increased to 279,000 tons.

The decline in oilseed imports from the high level of 1958 to lower
annual average importis is partially a response tothe sharp curtailment
of Chinese exports of soybeans and to the renewed emphasis on domestic
production. The steady volume of processed oil imports is probably tied
more closely to favorable trade agreements, to a shortage of processing
capabilities in the importing countries, and to the lack of storage
capacities in others,

A continued upward shift in the consumption patterns of edible vege-
table oils can be predicted with reasonable certainty, but with domestic
production of vegetable oils growing, the outlook for export opportunities
is not favorable. Production of vegetable oils for nonfood uses is still
relatively low, and it is possible that the market for industrial and non-
food vegetable oils may be better than that for food use.

Fibers

Eastern Europe has a limited potential to develop and expand its raw
material base for natural fibers. Cotton is the major natural fiber used
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by the textile industry, and all countries meet their domestic consumer
demands through imports. Piocessed textile products are a valuable ex-
port product for Czechoslovakia, Hungaiy, and Poland.

Total utilization of cotton in Eastern Europe increased from 400,000
tons in 1955 to 629,000in 1967, a gain of 56 percent in 12 years, Imports
accounted for approximately 97 percent of the total 1967 utilization; the
USSR was the major supplier. '

While the continued growth of the synthetic fiber industry in Eastern
Europe will undoubtedly offer strong competitionto natural fibers, leng-~
range plans for selected countries indicate that natural fibers will still
command a major share of the total textile output. For example, the
share of natural fibers fo the total textile output in 1958 was 81.1 percent
in Bulgaria, 72.8 percent in Czechoslovakia, 82.3 percent in Hungary,
52.3 percent in East Germany, 73.3 percent in Poland, and 78.2 percent
in Romania, But according to preliminary plans, by 1980 this percentage
share will be reduced to 75 percent in Bulgaria, 49 percent in Czecho-
slovakia, 52.5 percent in Hungary, 48 percent in East Germany, 46 per-~
cent in Poland, and 60 percent in Romania (1),

Hides and Skins

Imports of hides and skins by Eastern Europe show a hidden growth
potential, Consumer demand for leather products is strong in the area,
and in a few countries, particularly Czechoslovakia, Poland, and more
recently Yugoslavia, processed leather goods and shoes are being ex-
ported for hard currency.

Eastern Europe's production of hides and skins has fluctuated con-
siderably in recent years in both quantity and quality. In the long run,
total output is dependent on livestock numbers, herd structure, slaughter-
ing techniques, and tanning processes. Currently, the domestic supply of
hides and skins does not meetthe requirements of the leather processing
industry, Imports make up the difference.

Annual area imports of all types of hides and skins (green or salted
weight basis) for 1961-66 were approximately 160,000 tons. Rising im-
ports in all countries reflect the continuing growth of the leather in-
dustry throughout the area.

Meat, Tobacco, and Fruit

Import demands for meat and meat products, tobacco, and fruits,
particularly citrus, have risen in response to higher consumer incomes.
Currently, only East Germany and Czechoslovakia import substantial
quantities of meats, Past imports by these two countries have ranged
from a high of 235,000 tons in1963t0 a low of 124,000 tons in 1964, The
Soviet Union is the major supplier.
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Tobacco imports by East Germany, Czechoslovakia, Hungary, and
Poland from 1955-67 are estimated at 62,000 tons a year (8). Imports of
fruit, including citrus, are increasing steadily and should gain in impor-

tance as urbanization develops. Comparedwith 1963, Czechoslovakia and-

Hungary expect athreefold increase in imports of citrus fruits and juices
by 1970 (12).

The growth in the demand for nongrain products in Eastern Europe
reflects the rising living standards of the area. There is also a growing
awareness among planners that many nongrain products canbe obtained
more cheaply through trade than through the uneconomic expansion of
domestic production. In any evaluation of future demand opportunities
for agricultural trade with Eastern Europe, particular attention should
be given to the growing market for feed supplements, semiprocessed
and processed food products, and raw materials for light indusiry as
substitutes for the diminighing grain trade. There is too little evidence
to draw firm conclusions about this patternoftrade, but the upward shift
in the total value of trade and the static or near-static level of grain im-
ports imply that the greatest recent growth in agricultural trade has
been in nongrain products. This trend should coniinue into the future,

AGRICULTURAL TRADE PATTERNS AND

NEW DEVELOPMENTS

For more than a decade, 1955-67, the planmed economies of the
countries of Eastern Europe were 1dentihed as potentially strong im-
porters of agricultural products and of grain in particular. Less im-
portance was attached to the total value of all agricultural trade. But
when imports and exports are examined critically in aggregative terms
and related to economic growth since 1955, the market opportunities for
a wide range of agricultural products in this area of the world take on
a new dimension,

Eastern Europe's fotal agricultural imports in 1967 were $3.5 billion
and exports $2.9 billion (table 23). Grains comprised about 25 percent of
the imports and 21 percent of the exports. Compared with 1955, total
agricultural imports in 1967 increased 111 percent; exports, 229 percent.
But an everi more significant economic indicator is the annual growth

rate of GNP, comparedwiththe annual growth rate of imports. The high-"

er rate of the latter—6.4 percent~in contrast to 4.8 percent for the
GNP-gtrongly implies an increasing dependence onagricultural imports
for sustained economic growth in the area,7

Considerable variation in trade patterns exists among the countries
of Eastern Europe (table 24). For example, exports increased faster
than GNP in all countries, while imports increased faster in all coun-~
tries except Czechoslovakia and Romania. In Czechoslovakia the

7 Gross national product calculated in fixed prices.
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Table 23.=-=-Ezstern Burope:

1955 and 1967 i/

Total trade, and agricultural share of t

rade,

1955

1967

Total
exports

Agri-
cultural
imports

Agri-
cultural
exports

Total
imports

Total
exports

Agri-
cultural
importe

Agri-
culbursgl
exports

Buigarice. i ieccnisncecronns

Czechoslovakio, ceeeeansuuas

East Germany..eevesreaarenas
HUNZarFueesaaansss
Poland e eesasarineannnneen
Romania. ...
YUgoslaviae earssnrorennssns

LI IR B N Y

SRR AR NS A

250
1,053
1,173

53k

932

Lo

by

236
1,178
1,278

609

920

Yoo

257

30
516
3T
153
275
6
150

Million dollars

143
139

38
201
122
181

69

1,560
2,650
3,420
1,770
2,630
1,530
1,708

1,k90
2,910
3,450
1,700
2,536
1,410
1,253

i70
TTh
1,060
398
560
183
325

TTh
268
104
bho
4ha
5Tl
338

Total, Fastern Europe......

h,845

4,898

1,545

893

15,268

14,743

3,470

2,01

1/ Data derived from the doller value of imp

trade calculated from published

and exports cited in respective country statisticel yearbooks,

orts and exports published in (18),
percentage share of agricultural products in total

value of

Value of agricultural

imports




Table 24.--Eastern Burope: Comparative rates of growth
of GNP end agricultursl trede, 1955-67 1/

pomoan. zate of | ATEL 0S| anee for
t
Country change é?r GIve agricultural agriculbtursal

jmports 3/ exports 3/
Percent

BUIEATi8 secsaee 7.1 15.5 15.1

Czechoslovakize. . L.,0 3.k 5.6

Rast Germany .. L.o 3.0 8.7

HUDEATY seosvovas k.3 8.3 k.5

PolatGesvesneres 5.0 6.1 6.7

RomENiGesesnessn 5.2 1.9 13.5

Yugoslavide seess 6.0 6.6 .6

Total, EBastern

BirOpSeasve=os b.8 6.k 10.4

y Compound rate of increase from 1955.

gj GNP data for 1955 derived by linking indexes of GHP
Tublished in (4, i5).

3/ Derived from data in table 13.

lower rate of growth of agricultural imports is due more to the slow-
down of economic activity inthe early sixties than to success in achieving
the policy goal of gelf-sufficiency. For Romaniathe low rate of increase
for imperts and high rate of increase for exports reflects the successful
growth of agricultural productiononthe one hand and the decision to hold
or reatrict consumpiion on the other.

What appears most significant in the comparison of rates of change
in the GNP and agricultural trade in Eastern Europe i8 the clear evidence
that both economic indicators exhibit continued strength. More gpecifi-
cally, growth in trade since 1955 has occurred despite the restrictions
placed on that trade by the governments of East Europe and their trading
partners, However, the aggregated data obscures the shift in the com-
modity composition of agricultural trade and the move toward speciali-
zation in countries with a comparative advantage.

Two preliminary judgments can e made about the causes for the
changing role of agricuitural irade in Eastern Europe since 1955. First,
most countries are filling an increasingly large share of hasic agricul-
tural requirements from indigenous production (which affects imports);
and second, the growth oi agricultural exports is related to the limited
alternatives to earnhardcurrency for industrial expansion (which affects
the level of living}.
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The Economic Position of Agricultural Trade

Bulgaria, Hungary, Romania, and Yugoslavia are the most aggressive
exporters of agricultural products in Eastern Europe. Each year between
1955 and 1967 agricultural exports conirilnited 25 percent or more of the
total value of all exports. With the exception of Hungary, agriculture
dominates the economy of these countries and per capita incomes rank
among the lowest in the area. Hard currency earnings from the export
of agricultural commodities provide a substantial share of the capital
needed to expand economic development,

Since 1960, ali four countries have introduced major action programs
to expand agricultural exports, All drives coincided with plans to in-
crease the praduction of grains, fruits, vegetables, and oilseeds-—com-~
modities which reflect the comparative advantage that these countries
have over others in the area,

Significantly, in all four countries gains in the production of basic
agricultural commodities and the subsequent higher priority placed on
complementary agricultural product imports in recent years have re-
sulted in increased imports of processed foods, textile raw materials,
citrug fruits, and feed additives, This development suggests a modest
but progressive response to rising incomes and congumer demand,

In Poland, the percentage share of agricultural imports and exports
has varied with policy shifts, From 1956 through the early 1960's, the
percentage share of imports declined while that of exports increased,
About 1962, a decision was made to accelerate the livestock sector by
importing cheap grains and exporting bigh value meat products to pay
for the grain, This policy resultedin more meat per capita, but the con-
comitant decline in the percentage share of agricultural exports posed
serious questions aboul the economic feasibility of this program. A re-
view of the costs of grain imports relative to the costs of increasing
domestic production was undertaken in the midsixties, In response to
these findings, Poland initiated an action program to improve self-suf~
ficiency in grain ag the first step in reducing grain imports while- con-
tinuing tc export meat producis.

East Germany and Czechoslovakia are major importers of agricul~
tural commodities. The value of these imports ranges from $800 million
to §1 bhillion a year. In both countries, however, the percentage share of
agricultural trade tototaltrade has declinedor remained gtatic. Between
1955 and 1967, Czechoslovakia showed a decline inthe percentage share
of agricultural imports from 49 to 29 percent; East Germany's share
dropped from 32 to 31 percent (table 25). While Czechoslovakia and East
Germany rank highest in per capita GNP amongthe Eaat European coun-
tries, both have resource limitations and depend on imports to show a
rise in the level of living,

The relatively static percentage share of agricultural imports in
Fast Germany, compared with total imports, reflects both an increase
in the amount of high~value agricultural products and a sustained level
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Table 25.-~Eastern Burope: Value of agriculbural trade
as 8’ percentage of total trade, 1955 and 1967 i/

| 1955 1967
Country Imports ’ Exports | Imports l Exports
Percent

BULEAT 80 s rcorornonnnneos | 12.0 60,4 10.9 49.8
Czechoslovakite seseacnass k9.0 11.8 29.2 g.2
East Germany............. [2/32,0 2/ 3.0 2/31.0 2/ 3.0
HUngaT e eevanconnvansanss 28.7 33.0 22,5 25.9
POl&ndc.....-........---. 29-5 13:3 21.3 1801
ROMANI&. eevsaneonssancese 31.5 43.0 12.0 Lo,7
Yugoslaviaseeeeersnaennas 3.0 27.0 19.0 27.0
Total, Eastern Europe.... | 34.0 18.2 22,7 15.9

1/ Agricultural trade includes food and feed products s
including semiprocessed raw materials, live animals, fibers,
hides and skins, tobacco, fats and industrial vegetable oils.
2/ Preliminary estimates.

of imports for basic products, Andthis high percentage share was main-
tained despite an increase in agricultural output and a decline in popu-
lation. For Czechoslovakia, the decline inagricultural imports coincided
with a low level of agricultural production, suggesting that the composi~
tion of agricultural trade could have accounted for the sharp change
relative to total trade. One major policy shift affecting imports wag the
command decision to slow down the development of light industry—a
heavy user of nonfood agricultural products.

Future trade policy of Czechoslovakia and East Germany is difficult
to evaluate, Both countries are the chief beneficiaries of the unrealistic
command price system that favors industrial exportsover raw material
imports within the COMECON countries (14). Under these advantageous
trading arrangements, it is doubtful that either country would press for
greater agricultural self-sufficiency. But if the Soviet Union—the pri-
mary supplier—should increase the price of agricultural commodities,
then it is possible that both countries may seek out new trading part-
ners, expand production, or both,

Agricultural Imports and Economic Priorities

Agricultural trade decisions in Eastern Europe are still guided by
the need to export low-value rawmaterials to earn capital for industrial
expansion, A universal response to this policy has been the strong effort
to expand agricultural trade with hard currency areas. However, the
built-in restrictions of the command economies—pricing by fiat, incon-
vertibility of foreign exchange, and limited credit—in effect have coun-
tered any economic advantages gained from improved efficiency and
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production of quality agricultural products in recent years. Operating
under these command restrictions, a substantial part of agricultural
trade is conducted on a bilateral or negotiated basis and the real ob-
jective, capital earhings, has only been partly fulfilled.

Under this system, the growth of agricultural {rade has depended
on the willingness of governments to negotiate exchanges at some eco~
nomic disadvantage for political expediency or to accommodate to fem-
porary situations to capitalize onthe long-term potential. Since bilateral
accounting usually inciudes some price agreementthat may be economi-
cally disadvantageous for one of the {rading partners, there is
congiderable risk in trying to perpetuate this sort of {rading ar~
rangement, Swing credits and long-term credits at low interest rates are
used in some instances to adjust to a shortage in a single year or ina
series of years. Trade under these conditions usually involves the
willingness to accept a short-term loss for one of the trading pariners
in anticipation of long-term gains.

Because of the limited economic capabilities or, alternatively, the
shortage of hard currency, the total value and volume of agriculiural
trade has been greater between the command economies of Eastern
Europe and other members of COMECON than with nations outside this
consortium, Moreover, there has been a universal dependence on the
USSR as the major supplier of agricultural imports.

In the decade of the sixties, all East European countries began to
note seriously the advantages of multilateralism. Poland and Yugoslavia
became active and participating members of the General Agreement on
Tariffs and Trade (GATT)}. Romania and Hungary applied for admission
to GATT, and Bulgaria gained observer status, Czechoslovakia, although
a charter member of GATT, i8 not accorded most-favored-nation
treatment (MFN)} by the United States.

To increase and to prepare for the future growth of agricultural trade
within the COMECON framework and outside, the member countries of
COMECON in 1964 established the International Bank for Economic Co-
operation (16). The clearing currency of the bank is the transferrable
ruble which has the same value as the domestic ruble in the USSR, But
both rubles still suffer from the same weakness in that they cannot be
converted to gold or ¢ther convertible currency.

Convertibility along with breoader accessibility to most-favored~
nation treatment under GATT membership thus represents the key links
for a further expansion of agricultural trade in Eastern Europe. Without
convertibility, trade with Western nations is restricted to product ex-
changes under barter, bilateral agreements, or on the availability of
favorable credits, In all cases, the volume of trade cannot increase at
progressively rapid rates because of the limited world interest in the
type or quality of goods sold by the command economies, Without full
GATT membership, MFN treatment given to the command economies
that are not members is of questionable value, since the reductions in
tariffs may be applicable o commodities that are of no interest to non~
member countriez, Under present arrangements, the Soviet Union is
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the United States' most formidable competitor for Eastern Europe’s
agricultural market. Food and feed grains headthelist of Soviet exports
to the area, followed by cotton and oilsceds.

‘The Soviet Union's primacy as a supplier of agricultural products has
been tested and has shown weakness over time. Data for successive 6-
year periods between 1955-66 indicate that the East European countries
actually purchased less wheat and cotton from the Soviet Union than
from other major world suppliers (table 26). The relative percentage
share of feed grain and oilseed purchases from the United States ine
creased for the period,

The declining share of wheat imports from the USSR during 1960~-66
s rmainly attributed to the sharp downturn of grain production in the
Soviet Union in 1963 and 1965 and the subsequent effort by the Soviet
Government to build up stocks, The downward shift in cotton purchases
from the Soviet Union may be attributed in part to favorable bilateral
agreements with other cotton-producing countries, many of which have
little else to exchange, and the willingness of these countries to accom-
modate to mutually acceptable product exchanges with the countries of
Eastern Europe.

While the noted shifts in commodity trade away from the Soviet Union
have been short lived, they are significant because they have opened up
opportunities to trade in an area that has long been closed. Not to be
overlooked is the fact that of the commodities listed in table 26, only
oilseed imporis declined during 1955-66. Sugar imports, for example,
increased 209 percent; cotton, 34 percent; grains, 25 percent; and to-
bacco, 22 percent. More importantly, the total value of trade for the
period increased 111 percent. This growth potential of Eastern Europe
points up the need to explore marketingopportunities for a wider selec-
tion of agricultural products,

Future East European Agricultural
Trade Opportunities

Grain trade opportunities in Eastern Europe were viewed optimisti-
cally in the early sixties, In subseguent years, when Soviet and East
European grain production increased, interest waned in the area as a
market for expanding grain trade, This heavy emphasison a single com~
modity—grain—is perplexing in a trading area that imports more than
$3 billion in agricultural products annually, only one-fourth of which
are grains.

In reevaluating agricultural market opportunities in Eastern Europe,
serious consideration should be given not only to the sale of primary
agricultural products such as grains and cotton, but also to the growing
demand for feed supplements, processed and semi-processed products,
and raw materials used in light industry, Of importance also, but fre-
quently overlooked, is the need to implement new concepts for expanding
trade or at least to adjust to the shifting patterns of agricultural trade
that have developed in thia part of the world.
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Table 26.--Eastern Burope: Major agricultural imports and percentage
supplied by USSR, United States, and cther sourcas

] Average 1955-60 bverage 1961-66
Commodity thit Total |USSR I USa IOther Totall USSR ] USA Iﬂther

Wheat and rye.,...| 1,000 tons| 5,163 3,4 1/1,113 559 5,997 2,658 1,h00 1,939

91
Percent 100 68 oo 11 100 45 23 32

Coarse grains.....| 1,000 tons| 1,529 580  1/3h7 602 2,41 1,006 530 885
DOsrosvuannsnna Percent 100 38 23 39 100 ko 22 36

8 276
3 it

RicBeuevernsesareaa| 1,000 tons 232 0 232 284 O
DOvesnasnnsnas Percent 10C o 100 Q
Gilseeds .| 1,000 tons| 2/565 2/27 2/7 531 32 3 303
DOuerrarnonsas Percent 100 5 1 ol 9 9 (o

Cottonuevasvsensss | 1,000 tons Lyo 256 83 143 2ho
DOivienroacnons Percent 100 58 10 3z 51 Lo

1,000 tons 54 51 L 61
Fercent 100 _ gl 0 99

UgET i s riancnenna 1,000 tens 231 227 Lt
Percent 100 98 T 93

1/ Average 1956-60.
2/ Average 1958-60.
3/ Raw wvaiue, Internaticnal Sugar Council,
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It appears equally important to examine the commodity exports of
Eastern Europe, particularly those which could influence import oppor-
tunities, For example, meat and livestock products are exported by
nearly all countries, but the major exporter is Poland, followed by Hun-
gary and Yugoslavia. Romania and Yugoslavia are presently exporters
of grains, particularly feed grains to the West, but both are active in
developing export markets for meat. Czechoslovakia is also interested
in expanding its trade of canned hams and considers this product a po-
tential earner of hard currency. Any short-term view of grain trade
opportunities with East European countries should recognize that an
important part of this grain or feed supplementtrade is used to produce
meat and livestock products for export.

Other major commodities which earn hard currency, apart from feed
grain exports of Romania and Yugoslavia, are fresh fruits and vegetables,
sugar, and tobacco. Bulgaria, Romania, and Hungary export fruits and
vegetables. Czechoslovakia, East Germany, and Poland export sugar, and
Yugoslavia and Bulgaria export tobacco.

The capability to export on a continuingbasis and the slow but grow-
ing shift in import demand from bulkagricultural products to high~value
products is only beginning to develop in Eastern Europe. In ihe early
1960's, grain imports were more closely associated with domestic pro-
duction. After poor harvests, countries looked for long-term credits to
finance the imports needed to prevent adecline in the standard of living,
Short- and medium-term credits for grain purchases, ranging from 18
to 60 months at interest rates of 6 percent, were granted by France and
Canada after 1963, The favorable terms granted by the United States
under P.I. 480 to Poland through 1964, and to Yugoslavia through 1966,
also acted as a buffer against grain shortfalls.

With the growth of storage facilities and the continued higher produc-
tion of grain crops, there has been less need for emergency short-term
credits for grains. The curtailment of P,L. 480 funds to Poland and
Yugoslavia for grain purchases has also encouraged these countries to
reappraise their agricultural programs and to move toward achieving
self-suificiency in grain. Trade opportunities in Eastern Europe at the
end of the gixties, therefore, were less favotrable for grains, but there
still appears to be anuntested market for nongrain products, particular-
ly raw materials used for commercial feeds and the food processing,
textils, and leather industries.

U.S. AGRICULTURAL TRADE OPPORTUNITIES

U.8. exporters have developed considerable interest in accelerating
agricultural trade with East European countries since the early sixties,
Much of this interest has stemmed from the sharp upturn in grain pur=-
chases by Eastern Europe after the poor harvestof 1963. The continued
purchase of grain from Western sources, particularly feed grain, has
stimulated further commercial interest in the long-term market oppor-
tunities in this area of the world,
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Despite this interest the U,S, share of Eastern Europe's agricultural
trade has remained small, averaging less than 8 percent of the total
during 1960-67. In years when trade was conducted under favorable non-
competitive arrangements of P.L. 480, the volume was larger. Only
Poland and Yugoslavia qualified for purchases under these terms and
the commodity composition was also heavily weighted by grains.

Recent Commodity Patterns

Grain amounted to 57,3 percent of the total value of U.S. agricultural
trace with Eastern Europe during 1960-67 (fable 27). Polanu and Yugo-
slavia accounted for 90 percent of the total grain sales, and 83 percent
of the total agricultnral sales. But with the expiration of P.L. 480 eligi-
bility, total agricultural sales have tended to taper off,

Poland’s grain purchases dropped from $70 million in 1964 to only
slightly more than $2 million in 1965, the year P.L. 480 agreements
terminated, Insubsequent years, purchases improved from this low level,
but grain sales remained considerably below the highmarks of $100 mil-
lion and $70 million reached in 1960 and1962. In Yugoslavia, grain pur-
chases declined from $80 millionin 1946 to $21 million in 1967 following
the phase out of P.L. 480 (4). Other factors influenced Yugoslav
purchases in 1967, but the favorable terms and payments under P.L. 480
undoubtedly had a key role in perpetuating the sale of U.S. agricultural
commodities to both Yugoslavia and Poland.

The lesser share of U.S. sales, approximately 17 percent a year from
1860 to 1967, was distributed among five countries—Bulgaria, Czechez-
giovakia, East Germany, Hungary, and Romania. U.S. sales to these coun-
tries averaged less than 9 percent during 1960-64, but increased to 27
percent {worth $52 million) from 1965 to 1967 (tables 28 and 29).

While this is notan impressive recordfrom which to make optimistic
ludgments about U.S. agricultural trade under competitive conditions, it
should be noted that all of this trade has been on a strict commercial
basis and that payments have been prompt. In addition, the commodity
purchases have been diverse rather than uniform, reflecting an aware-
ness of changing market prices as well as some response to demand.
Many of the commodities purchased, such as soybean meal, hides and
skins, and seeds, are noncompetitive products and represent a true
trade potential rather than a shortrun need.

But the growth of partly competitive commodity exports has been
slow in recent years, and it is unlikely that the United States can hold
more than a fixed percentage shareof the existing market. Grain is still
the major commodity sold to Eastern Europe by the United States, de-
spite the sharp cutbacks in sales to Poland and Yugoslavia. Since 1965,
East Germany has also purchased successively larger amounts of grain,
primarily feed grains. The fact that Czechoslovakia has imported feed
graing in yearsof poor potato harvests lends some support for examining
this market more critically.
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Table 27.--Eastern Europe: Value, average, and percentage share of U.8S. comzadity
exports, 1960-6T
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Table 28,--Eastern BEurope: Percentage distribution of
U.S. agricultural exports by country, 1960-67

Total ) Other
Year value Poland | Tugoslavia countries
Percent

1960 sessanscancvaneaes| 100 78.3 20.3 1.b
1961uscrsnnerasnnacenss| 100 hoo3 5h.6 5.1
1962 et iintsrnnsennaseal 100 b7, 43.8 3.5
1963 ietesananennnrneas| 100 4o.1 48.3 11.6
Y S o o hr.7 35.5 16.8
1065 ciacrrosnananannnsl 100 14.9 58.3 26.8
1066 itanrnanennensanns| 100 19.3 51.0 29,7
106 T vesaneseannrasnaas| 100 33.7 37.9 28.4

It is noteworthy that East Germany and Czechoslovakia not only pur-
chase substantial quantities of grain, but they are also the leading im-
porters of all types of agricuitural products (valued at approximately
$800 to $1,000 million a year), Neither countryis likely to become agri-
culturally self-sufficient. Future opportunities for agricultural sales
also favor Czechoslovakia and East Germany over the traditional im-
porters, Poland and Yugoslavia, because of higher per capita incomes
and potential export earnings from industrially produced goods,

While these economic criteria are important in viewing trade with
Eastern Europe, access to credit is essential since hard currency re-
serves are small and sales on a strictly cash basis would act as an im-~
pediment to timely purchases, Credit sales under terms of the Commo-
dity Credit Corporation (CCC) actually accounted for 42 percent of all
agricultural sales to Eastern Europe in 1967 (excluding East Germany).
This compares with 15 percent of sales in 1966, and only small CCC
sales to Poland in 1963 and 1964, This sharp upturn suggests that com-
mercial credit can be an effective stimulant to trade in this area of the
world, particularly if the terms are competitive.

The Impact of Economic Reform

More tharn the immediate need for credits isthe priority need to re-
view the economic changes inthe foreigntrade policy decisions that have
developed in Eastern Europe since 1965, the existing impediments to
trade with Eastern Europe, and the trade programs of other U.S,
competitors.

Eastern Europe has been experimenting with economic reforms
seriously since the midsixties, and many of the reforms now in effect
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Table 29.--Eastern Furope: Value and country distribution of
U.S8. agriculturasl exports, 1960-67

Total
value of | Bulgaria
exports
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are conducive to the growth of East~West trade, Although the new eco-
nomic programs vary from country to country, they may be'character-
ized as cautious in Romania and Buigaria, more market-oriented in
Hungary and Czechoslovakia, and liberal in Yugoslavia. In all instances
the programs suggest a lifting of command restraints imposed too long
by past political decisions,

One feature of the reforms is the greater independence of farm man-
agers in decisionmaking about the goals, output, and sale of products un-
der their control. In some instances, farm and processing enterprises
are permitted to engage in foreign trade operations independently of the
state trading organizations. This policy isexpected to encourage imports
based on competitive prices and to promote exports based on product
marketability. There appears to be a greateropportunity for repeat sales
and purchases under these reform programs.

Trade Policy Restrictions

From the point of view of U.S. exporters, the present domestic im-
pediments and restrictions placed on trade probably are a major cause
for the hesitancy to participate in programs to expand agricultural
exports. The cargo preference restriction, for example, which requires
that 50 percent of U.5. wheat cargoes destined for Bulgaria, Czechoslo-
vakia, East Germany, and Hungary must be carried on U.S. ships, adds
to the cost per ton of shipment and makes U.S, wheat more expensive
relative to other competitors, Feed grains do not have the same cargo
restrictions, but if feed grain is shipped to Eastern Europe on foreign
flagships, part of the cargo must be first offloaded in a West European
or Mediterranean country. (Yugoslavia is included inthe latier category).

U.S. wheat and feed grain exports to Poland, Romania, and Yugoslavia
are not subject to these rigid shipping restrictiong. Exports to these
countries may move freely onforeignflagships subject only to the quali~
fication that neither Poland nor Romania may be the recipient of a "part
cargo' of feed graing that is destined to other East European countries.
At the present time, Poland is the only country among the group that is
importing commercial guantities of grain from the United States.

Validated licenses for shipments of selected agricultural commodi-
ties are also required for all countries except Czechoslovakia, Poland,
Romania, and Yugoslavia. Applications for licenses are easilyobtained,
and it is rare that a license for the export of agricultural products is
refused. However, the existence of this small impediment may discourage
interest by some firms.

American exporters are also exposed unnecessarily to actualor im-
plied policies of some East European countries imposing trade restric-
tions on U.S, products., These restrictions currently are not congidered
a gerious hindrance, but rather anuisanceor a political attempt to pdint
up the slow response of the United States to East-West trade overtures.

Hungary currently gives a preference to countries that extend MFN
treatment, This policy in effect places U.S.exportersat a disadvantage,
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The Czechoslovak position is presently guided bythe severe shortage of
hard currency. The surcharges on nonpriority items, many of which
are agricultural, may resull in the loss of some trade with Czecho-
slovakia, While special relief features are available to Poland and
Yugoslavia because of their GATT membership, the imposition of sur-
charges, or flexible import taxes, by Yugoslavia appears to go beyond
the rules of GATT and could affect the sale of U.S, agricultural products
to that country.

From the East European point of view, the lack of MFN treatment for
Czechoslovakia (a member of GATT), Bulgaria, East Germany, Hungary,
and Romania places the exports of these countries at a competitive
disadvantage in the U.S. market, and reduces their potential dollar-
earning capacity. This current policy position to withhold MFN for bar-
gaining purposes has made negotiations difficult for U.S.traders.

Probably more important than MFN to U.S. traders of agricultural
products are Western Europe's shortcuts to the East European market,
For example, the Interzonal Trade Agreements between East and West
Germany allow for exchanges that do not follow the pattern of trade
under competitive conditions. Western Europe’s close ties with Eastern
Eurcope, moreover, add a hidden strength in negotiating on a strict
commodity exchange. But interested U.S. traders with an accurate as-
sessment of needs, the capability to adjust to restrictions, and credit
availabilities in hand could strengthen their position to compete effec-
vively in this area of the world,

An Overall Perspective

Eastern Europe's long-term growth of agricultural trade and pro-
duction suggests that future expansion is likely in some areas while se~
Tious limitations exist in others. The positionofthe United States in the
future agricultural trade of Eastern Europeis difficult to assess because
of uncertainty -about (1) the future development of U.S. trade policy with
these countries, (2) the development of trade policies in Eastern Europe
and the USSR, and (3) the pace of economic reforms and political changes
in these countries. Finally, the full range of agricultural commodities
that could be traded with East European countries is still to be
determined,

While grain has been the predominant export interest of the United
States and other Western grain producers, there has been some slow-
down in tfotal grain exports to Eastern Europe. There is no strong evi-
dence, however, that the area has reached a point of self-sufficiency.

Distinct economic differences exist in the agricultural capabilities
of each country. For exampie, rapid increases in grain production oc-
curred in the southern half of Eastern Europe—Bulgaria, Romania,
Hungary, and Yugoslavia—where imports (except for Yugoslavia) have
been uneven over time, These countries are likely to continue as nel
grain exporters. In the northern half of the area—Czechoslovakia, East
Germany, and Poland--grain production has also increased butat a less
rapid rate. Along with this increase in production, the couniries in the
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northern half of the area have been consistently large importers of grain,
and are likely to continue these imports, This grain market in northern
Eastern Europe is supplied for the most part by the USSR, and the
current close economic ties with the Soviet Union preclude sasy access
to the market.
Economic dependency on the Soviet Union exists not only for grains,
but also for cotton, oilseeds, meat, butter, and other food items, More- :
over, it applies to all countries in Eastern Europe except Yugoslavia.
Future agricultural trade opportunities with Eastern Europe therefore :
will be influenced by the production changes and trade posture of the
USSR as well as the economic changes that emerge in each country.
These would include the growth of income, the shifts in consumption
patterns, the development of some form of convertibility for foreign
: _ exchange, .and the comparative advantage positions that may emerge.
o ' Sizable shortrun changes in import demands mayoccur with agricultural
production fluctuations in the USSR.
Detailed studies of the market potential for individual commodities
are needed, and a closer look should be taken to determine how U.S.
agricultural exporters canoperate more effectively within the framework
of existing trade constraints and the competition of the USSR and other
countries. Before final judgments are made about trade opportunities in
the region, a closer lock should be taken at the type of agricultural com-
medities that East European countries are likely to export to the United
States if greater flexibility in trade does develop.
This study points out that Eastern Europe's 120 million people are
becoming richer year by year (they already represent a $3 billion agri-
cultural market), and that the region is both a potential market for, and
a competitor with, the United States in the area of agricultural trade.
Imports of primary agricultural productis are likely fo remain strong i
for East Germany and Czechoslovakia, but for the area as a whole im-
ports of agricultural products that complement production should be
dominant. Competition for this market is likely to become keener as
economic and political restraints impeding {rade are lifted.
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