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Chapter 1: Russia’s Foreign Food Trade:
An Historical Survey

Stephen K. Wegren

1 INTRODUCTION

Russia’s role in the international food trade system and impact on that
system has gone through different phases over time. In the pre-World
War I period, Russia was Europe’s largest grain exporter, especially wheat.
During the Soviet period from the 1970s onward the USSR impacted the
international food trade system by entering the global market to purchase
grain to compensate for domestic shortfalls. Recently, Russia has returned
to its historical place and currently plays a significant role in the interna-
tional food trade system as a global supplier of wheat. Russia has been
the leading wheat exporter in the world during six of the past seven agri-
cultural years, surpassing the United States. Russia’s contemporary role
as a leading grain exporter is juxtaposed to lingering impressions of the
Soviet Union as a grain importer to feed people and cattle. The change
in Russia’s role in international agricultural trade is attributable to several
factors: the liberalisation of the economy after 1992; the emergence of
private sector entrepreneurs who propel economic development much
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as American inventors and investors were driving forces in the Amer-
ican food industry in the early twentieth century; a significant rebound
in agricultural production; an increase in the state ambitions for inter-
national prestige; and the emergence of mega-farms that are modern,
globally competitive, and use advanced technology to achieve high effi-
ciency. These processes work together to produce a food revolution in
food supply, distribution, and retailing that has led to unprecedented
consumer choice about how and where to obtain food.!

The purpose of this chapter is to survey Russia’s role in international
agricultural trade and how that role has changed over time. The chapter
sheds light on three related questions. (1) To what extent has Russia’s
role as a significant player in the international food trade system changed
over time? (2) To what extent has Russia been integrated to world food
markets and how has the degree of integration changed over time? (3)
What is the significance of those changes? The goal is to provide historical
context for the chapters that follow which focus on the contemporary
period since 2014.

2  ANALYTICAL FRAMEWORK

Countries engage in food trade for a variety of reasons. History shows
that nations engage in food trade because it yields several benefits. In the
economic realm, a food exporting country may have a comparative advan-
tage and is able to sell its food at an attractive price, thereby earning
foreign currency by meeting demand in another country. Or maybe a
country wants to reduce its food surplus and support domestic prices.
In the political realm, countries export food to strengthen or maintain
friendly relations. Exports may be used to bind other nations to the
exporter; in this respect food exports are useful for maintaining alliances
and empires. Food exports are also used to build international status and
prestige. And food may be exported as aid as a means to expand soft
power abroad. In the security realm, food exports may help an ally or
withheld to punish an adversary. These motivations are not exclusive and
several may be true simultaneously.

Although protectionism throughout the world has been on the rise
since 2016, countries may benefit from food imports. For example, a
country may have a comparative disadvantage for a given commodity and
therefore it saves money by importing. A country may experience chronic
or temporary supply shortages and needs to import food to avoid hunger
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or political instability. A country may import food to benefit consumers
by opting for a cheaper alternative to domestic production, or simply
to allow consumers more choice. A country may import a commodity
or commodities that it cannot produce itself. Or a country may import
food as part of an alliance network in which trade serves to maintain that
alliance.

My framework to analyse Russia’s food trade behaviour consists of
four variables, with responses ranging from low to high: (1) frequency
of entrance into the global food market; (2) degree of food trade
protectionism; (3) degree of imtegration with Western global trading
institutions; and (4) degree of imvolvement in the global food market.
The variables are defined as follows. The global food market consists of
trading institutions defined and created by the West, such as General
Agreement on Trade and Tariffs (GATT) or World Trade Organisation
(WTO). Frequency is defined as how often Russia enters the global food
market in a given timeframe; the range is periodic to consistent entrance.
Degree of protectionism concerns whether food trade protectionism was
high or low, encompassing both tariff and non-tariff barriers. Degree of
integration refers to whether Russia was a full member of global trading
institutions or acted outside of them. Degree of involvement concerns the
volume of Russia’s food imports and exports with Western nations. Time
is overlaid with those variables and the framework is illustrated in Table
1.

The table displays patterns of continuity and change. Since the 1980s,
Russia has had high frequency of entrance into the global food market,
mostly as a food importer. Its degree of involvement in the global food
market has been high as a consistent food importer and recently as a food
exporter. Discontinuity since the 1980s is found in the degree of agricul-
tural protectionism, degree of integration with global trade institutions,
and Russia’s emergence as a significant grain exporter since 2014.

3  INSTITUTIONS FOR INTERNATIONAL
AGRI-FOOD TRADE

The Soviet Union participated in the Bretton Woods conference in 1944
that led to trading rules established by the 1947 General Agreement on
Trade and Tariffs (GATT). Ultimately, the Soviet Union chose not to
join GATT or other institutions created out of the conference such as the
World Bank or International Monetary Fund (IMF). The GATT allowed
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Table 1 Framework for analysis of Russia’s food trade behaviour

1970s 1980s 1990s 2000-2013 2014-2020
Frequency of Low High High High High
entrance into
global food
market
Agricultural High High Transition Low Transition
protectionism from high to from low to

low selectively high
Degree of Low Low Low Transition Transition
integration with from low to  from high to
Western trade high low
institutions
Degree of Low High High High High
involvement in
global food
market,
including;:
Food imports Periodic  Consistent Consistent Consistent Consistent
Food exports Low Low Low Transition High
from low to
high

Source Author’s analysis

countries in the developed world to use non-tariff barriers, quotas, tariffs
on imports, and export subsidies to protect their agricultural sectors.
Soviet participation in GATT was on the table in 1972 when the United
States proposed entry as a complement to détente, but the Soviet lead-
ership declined the invitation.”> The Soviet Union also chose not to
participate in the Tokyo Round of negotiations that began in 1973.

The importance of the Soviet Union being outside of GATT was that
it allowed non-application countries to be denied most-favoured nation
status (MEN). Therefore, the USSR’s non-application status meant that
the U.S. Congress could extend or withhold MEN for the Soviet Union,
which in turn allowed trade to be politicised as was evident with the 1974
Jackson-Vanik Amendment which linked MEN to Jewish emigration from
the USSR. When the Soviets balked at this linkage, MFN was denied.
Henceforth, MEN would only be granted after annual certification of the
Soviet Union’s behaviour. It was not until 1992 that post-Communist
Russia was given permanent MFN.
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The Tokyo Round of negotiations in 1973 revealed three different
approaches to agricultural trade among developed countries. First, effi-
cient producers wanted negotiations to lead to freer agricultural trade,
while inefficient producers preferred stable markets through regulation
and minimum commodity prices. Second, the European Community
preferred to negotiate agricultural products separately from industrial
products, a disagreement that would not be settled until 1977. Third, the
United States favoured a reduction of tariffs on all products, including
agriculture, and also supported a prohibition on direct export subsidies
for all products. This position was rejected by the European Community.3

Meanwhile, the use of trade ‘exceptions’ by the United States, Western
Europe countries, and Japan meant that the general trend in reducing
trade barriers as mandated by GATT did not affect agricultural trade. For
example, the U.S. Congress pressured GATT members to allow tarifts
it imports caused ‘domestic injury’ to agriculture (Sect. 22), or allowed
GATT rules to be suspended if needed in order to preserve health, safety,
or national security.* Thus, the agricultural sector in developed nations
remained more protected than industry and manufacturing. Over time,
however, the cost of farm subsidies and protectionism grew onerous,
rising to $300 billion annually by the mid-1980s in OECD countries,
with around 40 percent of farm income coming from subsidies.®

The cost of agricultural protectionism to U.S. taxpayers was also
considerable and financial pressures led to support for liberalised agricul-
tural trade. During the 1970s the United States quadrupled the value of
its agricultural exports from $6.7 billion USD in fiscal 1970 to over $27
billion USD in fiscal 1978. As a result, the U.S. share of world agricul-
tural trade increased from 13.5 percent in 1970 to 17 percent in 1978. In
1981, U.S. agricultural exports reached $43.8 billion USD; but by 1986
they had declined to $26.3 billion USD. U.S. stockpiles of wheat, corn,
and rice grew rapidly. By the mid-1980s, the American farm sector was
in crisis due to overproduction and high farm debt, which led to farm
closures. Export markets for American products that had been robust in
the 1970s contracted as oil price shocks led to tighter monetary policy,
higher interest rates, and weakened purchasing power.® Thus, the United
States was saddled with an expensive farm policy at a time of declining
exports. Faced with a domestic farm problem, the U.S. government felt
that freer agricultural trade would open new markets and help to alle-
viate farm surpluses that were driving down domestic prices. This situation
served as the background to the Uruguay Round of negotiations.
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In September 1986 the eighth round of GATT negotiations began,
called the Uruguay Round. The Soviet Union requested to join the
negotiations but was denied permission. In 1990, the Soviet Union
applied for observer status to GATT but was originally blocked by
the United States. The United States subsequently relented following
opposition to its stance from other countries. In May 1990 the Soviet
Union was granted observer status to GATT, a move that represented
the first step in integrating to the world trade system. Observer status
allowed Soviet representatives to attend meetings but not to participate
in decision-making or dispute resolution.”

After several years of negotiations and several failures, in 1994 the
Uruguay Round Agreement on Agriculture (AoA) was signed, which
focused on improving market access, domestic support, and export subsi-
dies. The Uruguay Round Agreement came into effect in 1995 and
improved access to foreign markets for food exporting countries by
lowering tariffs and removing quantitative restrictions on imports. Coun-
tries agreed to convert quantitative restrictions to tariffs, to be followed
by a reduction in tariffs.® Developed countries would reduce their agri-
cultural tariffs by an average of one-third over six years while developing
countries would reduce their tariffs by an average of 25 percent over ten
years.” Under the AoA, domestic subsidies to agriculture were also sched-
uled for reduction. Developed countries were to reduce their domestic
subsidies by 20 percent over six years while developing countries would
reduce subsidies by 13 percent over ten years.!? Least developed countries
were exempt from any reductions. Domestic subsidies were categorised
into different boxes, representing the level of distortion that they caused
in trade. Subsidies in the ‘amber box” were considered highly trade-
distorting and were to be reduced the most. ‘Green box’ subsidies were
considered to have minimal trade-distorting effects and did not require
reduction. ‘Blue box’ subsidies also did not require reductions and were
not limited. Finally, the AoA required reductions in export subsidies, the
purpose of which was to end agricultural dumping (selling below produc-
tion cost). Developed countries would reduce their export subsidies by
an average of one-third over six years while developing countries would
reduce their subsidies by an average of 25 percent over ten years.'!

Although the AoA represented progress in liberalising agricultural
trade, Clapp notes that because the United States and European Union
(hereafter EU) moved many of their subsidies into green and blue boxes,
their level of subsidies izncreased in comparison to the 1980s. Moreover, as
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late as 1998 agricultural protection remained high and tariffs averaged 40
percent. Clapp argues that, ‘loopholes in the agreement allowed United
States and the EU to continue with many of the protectionist practices to
which they had become accustomed. As such, the AoA has been criticized
as reinforcing already unequal agricultural trade rules’.!? Davis adds that,
‘nontariff barriers remained common in the agricultural sector long after
they were eliminated for most industrial goods’.!® Tronically, developed
countries raised their level of agricultural protectionism even as the size
of the agricultural sector was shrinking in comparison to the rest of the
economy.

Until the last two years of its existence, the Soviet Union was virtu-
ally a non-entity in Western international trade arrangements. Its primary
trade, both agricultural and non-agricultural, was with fellow East bloc
nations who comprised the Council for Mutual Economic Assistance
(CMEA, sometimes referred to as Comecon, 1949-1991). This bloc of
communist economies was not integrated with capitalist economies and
instead opted for intra-bloc trade to the widest extent possible. Commu-
nist leaders wanted to protect their consumers from global food prices
and their producers from Western competition. As a result, Soviet protec-
tionism vis-a-vis Western nations was in line with Western protectionism
as described above.

In 1993, Russia’s post-Soviet government applied to join GATT, which
in 1995 became the World Trade Organisation (WTO). Negotiations over
Russia’s entry to the WT'O would continue for 18 years, cycling through
periods of cooperation when membership seemed near and animosity. '+
Negotiations over agriculture were particularly contentious.!® Finally, a
breakthrough occurred in fall 2011 that led to a positive vote to allow
Russia’s membership. In July 2012 the State Duma ratified the agree-
ment and in August 2012 Russia officially joined the WTO, the 156th
country to do so at that time. Accession brought two major changes.
First, Russia’s membership to the WTO represented integration with
the global trading system. Second, Russia’s integration into the global
institutional trading system brought obligations and responsibilities.!®

Not long after Russia’s WTO accession, however, the 2014 political
crisis in Ukraine and Crimea led President Vladimir Putin to suspend
some of Russia’s commitments by invoking ‘protection of national secu-
rity’, allowed by Article XXI in GATT.!” Since then, Russia has continued
to communicate with the WTO concerning issues in food safety, photo-
sanitary standards, and veterinary requirements. Broader trade obligations
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such as refraining from the use of import quotas or import bans have
gone by the wayside. Russia also continues to use various forms of state
assistance that may be considered market-distorting, for example, trans-
portation subsidies for grain from point of origin to port. That said, it is
useful to review briefly the set of obligations that Russia agreed to when
it joined the WTO.

First, Russia’s agricultural budget for ‘trade-distorting support’ was
limited to no more than $9 billion (USD) in 2012 and 2013, which
dropped to $4.4 billion by 2018. Not limited are expenditures for
research, disease control, infrastructure, food security, farm restructuring,
and rural development, which are not considered trade distorting.

Second, the average tariff rate for agricultural products after full imple-
mentation was scheduled to decline from 13.2 to 10.8 percent.'® In
comparison, the average tariff rate for manufactured goods dropped from
9.5 percent currently to 7.3 percent, so agriculture remained somewhat
more protected but less so than in the past. For context, during 2000-
2008 Russia’s average tariff rate on imported food almost doubled from
10 to 18 percent, which is not especially high by global standards as
many nations have much higher tariff rates, including the EU, but it did
represent more, not less, protectionism.'? Thus, entry into the WTO was
expected to bring a reduction in Russia’s agricultural tariffs.

A third obligation was that one-third of tariff lines were to be reduced
on the date of accession, with another one-quarter of tariffs to be reduced
within three years. The longest implementation period was to be eight
years for pork. Tariff rates for dairy products and cereals were to be
reduced by about 5 percent; tariffs for oilseeds, fats, and oils were to
decline by about 2 percent.? Under the terms of accession, tariffs for
agricultural products would decline by more but still be higher than for
many other non-agricultural goods. Russia was allowed to continue to
use tariff-rate quotas (TRQs) for beef, pork, and chicken. Russia’s use of
TRQs, which originated in 2003, was adjusted in 2012 following Russia’s
accession. According to the adjustment, the in-tariff quota for fresh and
chilled beef was increased from 30 thousand tonnes to 33 thousand
tonnes; the in-tariff quota for fresh and chilled pork was reduced from
472 thousand tonnes to 400 thousand tonnes; and the in-tariff quota
for fresh and chilled poultry was raised from 330 thousand tonnes to
341 thousand tonnes. From 2013 through 2019 in-tariff quotas for these
products were kept constant: 570 thousand tonnes for fresh, chilled, and
frozen beef; 400 thousand tonnes for fresh, chilled, and frozen pork; and
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364 thousand tonnes for fresh, chilled, and frozen poultry. In compliance
with its promises made to the WTO, starting in 2020 Russia’s in-tariff
quota for pork was abolished and all pork imports were subject to a 25
percent tariff. Previously, pork imports within the in-tariff quota were
taxed at 0 percent and outside the quota at 65 percent.?! Whether linked
to the ending of the TRQ or the rise in domestic pork production, pork
imports fell in 2020 to a very low level (see Chapter 4). In late 2020,
Russia proposed to the Eurasian Economic Union to replace its TRQ for
beef with a flat tariff rate of 27.5 percent. If approved, the change would
take effect in January 2022.

4 RuUsSIA’S AGRICULTURAL TRADING BEHAVIOUR

This section moves from the global trading institutions to Russia’s actual
trading behaviour over several time periods. The USSR was an irregular
player in the international (Western dominated) agri-food trade system
prior to the 1970s. The first significant Soviet foray into the international
grain market followed poor harvests in 1963 and 1965. During 1964
1966 the Soviet Union was forced to make large grain purchases on the
international food market for the first time since World War II. The 1964-
1966 period was also the first time that Soviet grain imports exceeded
grain exports since the early 1950s.2

The Soviet Union’s entry into international food markets as a grain
importer was driven by several factors: domestic production shortfalls;
grain stock building policy; the need for feed grain for cattle; and livestock
expansion plans. Soviet food imports were also influenced by weather
anomalies during the 1960s—-1980s. Arguably, aside from weather, the
most important driver for grain imports was the degree to which domestic
production could meet consumption needs.?® Starting in 1971, Soviet
leaders decided to improve levels of food consumption and to increase
livestock inventories which would lead to higher meat production.?*
Henceforth, the so-called ‘social contract’ between regime and popula-
tion was based on a commitment to produce more food and increase
consumption during each successive Five-Year Plan. Specifically, Soviet
leaders wanted to increase output in animal husbandry in order to meet
rising consumer demand for meat, milk, cheese, and other animal-based
protein. During several five-year plans the goal to increase meat consump-
tion was successful, as annual per capita consumption rose from 47.5 kg
in 1970 to 62.4 kg in 1986.2° These official statistics do not, of course,
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factor in the quality of production or the time that consumers expended
to obtain meat which had an economic cost to productivity. The Soviet
social contract based on a more diversified diet was mirrored in Eastern
Europe. Deutsch links political stability in Eastern bloc countries with the
need to improve food consumption via a ‘food revolution’, writing that
‘rising consumer demands now form the most serious challenge that the

socialist system has ever had to meet’.2¢

5 RussiA’s TRADING BEHAVIOUR IN THE 19708

During the pre-1970s period, the USSR did not play a significant role
in the international food system except during 1964-1966 due to excep-
tional circumstances when grain was imported from the West as noted
above. During the 1970s, Russia’s frequency of entrance into the global
food market was periodic, its integration with global institutions was low,
and its degree of involvement with the global food market was low. Soviet
entry into the international food system was based on need until the early
1970s. Conversely, its protectionism was high.

The 1970s began with the USSR basically food self-sufficient. In 1970
the Soviet Union was actually a net grain exporter of more than 7 million
metric tonnes (mmt). As previously noted, most of Soviet Russia’s trade
consisted of intra-bloc trade with CMEA nations. This occurrence was
an outflow of the economic integration imposed by the Soviet Union on
Eastern Europe during the 1950s and 1960s, and by the 1971 Compre-
hensive Program for Socialist Integration that stressed plan coordination,
joint investment projects, and cooperation in long-term programmes.>’
During the first half of the 1970s, trade with the West by CMEA nations
accounted for only 30 percent of exports and 37 percent of imports.”8

The positive food situation in the USSR changed rapidly as poor
harvests occurred in 1971-1972, followed by another poor harvest in
mid-decade (1975) and at the end of the decade (1979). Actual grain
output during 1971-1975 fell significantly below planned levels, and the
same was true for the 1976-1980 Five-Year Plan as well.2? As a result,
the Soviet Union became a more significant participant in the global
food system, although not on a regular basis. Beginning in 1972, the
Soviet Union turned to the West for grain imports and particularly the
United States (see Chapter 10). The Soviet Union became a ‘burden’ on
the world food system.3® As a further irritant, Robert Paarlberg argues
that the Soviets ‘used its access to western food markets as more than a
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means to compensate for domestic production shortfall” by re-exporting
imported American grain at a higher price.3!

In 1979, the Soviet Union experienced another poor harvest. The
volume of grain available for domestic trade was down about 30 mmt
compared to 1978, including a decline of more than 20 mmt of wheat.3?
The USSR again turned to the West, and particularly the United States,
to purchase grain. But that effort was stymied following the Soviet
Union’s December 1979 invasion of Afghanistan after which U.S. Pres-
ident Jimmy Carter imposed an embargo beginning in January 1980 on
17 mmt of wheat sales that had been sold to the Soviet Union. The
embargo lasted into April 1981. The Soviet Union started the decade
as an irregular and mostly insignificant player in the international food
system, but during the 1970s it became a consistent purchaser of Western
grain, which means that its entrance into the global food market became
more frequent and its degree of involvement with the global food market
rose.

6 Russia’s TRADING BEHAVIOUR IN THE 19808

During the 1980s, Russia’s frequency of entrance into the global food
market was high, its protectionism was high, and its degree of involve-
ment with the global food market was high as a consistent grain importer.
Its integration with global institutions remained low.

In the 1980s the USSR became a regular participant in the interna-
tional food system by importing grain due to domestic shortfalls. The
1980s started badly, beginning with three consecutive years of poor
harvests, 1980-1982. By 1982, the Soviet Union had a net agricultural
trade deficit of $18 billion and had net grain imports of 45 mmt, a very
different situation from just a decade earlier. Another very poor harvest
came in 1984. During 1980-1985 grain output in the Soviet Union
averaged about 182 mmt, far short of the 200 mmt that state planners
had anticipated. To be clear, domestic grain production was sufficient
to provide the population with bread and grain products and Western
analysts recognised that hunger was not a problem in the USSR.33 Poor
harvests created feed grain deficiencies that affected livestock herds that
trickled down to affect meat and milk production. The Kremlin’s plan to
expand livestock herds stalled.

The Soviet Union transformed from a periodic participant in the inter-
national food system in the 1970s into a regular buyer of grain during
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the 1980s who impacted the world food system. In the early 1980s,
Western economists warned that Soviet demand for imported grain could
‘create disruption in world grain trade with serious consequences for both
grain-exporting and grain-deficit countries’.3* During 1976-1980, the
Soviet Union imported an average of 19.9 mmt of grain per year. In the
1981-1985 period, however, average annual grain imports rose to over
40 mmt, of which 12.4 mmt were purchased from the United States.3®
The value of Soviet grain imports from the West averaged $10 billion
USD per year during 1981-1984 when hard currency reserves were
declining. Moreover, the Soviet Union also became a buyer of meat, fruit,
vegetables, vegetable oil, and sugar on the international market.3® The
Soviet Union’s largest impact on the international food market, however,
remained its grain imports.

The final Soviet leader, Mikhail Gorbachev (1985-1991), frequently
spoke about far-reaching reforms in agriculture. He had made his repu-
tation for modest agrarian reforms as First Secretary in Stavropol’ krai
in the 1970s. After he was brought to Moscow in 1978, he became
Party Secretary for agriculture in November 1978, a position for which
he was eminently qualified, and he remained in the position for several
years (1978-1984). As the secretary in charge of agriculture, he played
a large role in drafting the 1982 Food Programme. As General Secre-
tary of the Communist party, Gorbachev targeted agriculture for reform,
although space limitations prevent a full discussion of those reforms.3”
Gorbachev first tried to implement some of the goals of the 1982 Food
Programme—improving the capital stock of farm machinery and repair
facilities, improving storage and transportation, improving rural housing,
and upgrading food processing and packaging.3® After 1987, Gorbachev
moved beyond the Food Programme to embrace farm self-financing, farm
autonomy and incentives, land leasing, and encouraging a private (non-
state) sector. In 1987 foreign trade was partially liberalised although
the USSR did not turn into a free trade country. During Gorbachev’s
early years in power, 1985-1987, the Soviet Union remained highly
food protectionist except when needed. After 1988, the Soviet economy
opened up and foreign companies entered the Soviet food market in food
retailing and restaurants, including the opening of the first McDonald’s
restaurant in Moscow in 1990.3°

Despite the fact that there was a short-term rise in food consump-
tion, Gorbachev’s reforms did not bring farm autonomy and food losses
remained high: as much as 30 percent of the harvest and 50 percent



CHAPTER 1: RUSSIA’S FOREIGN FOOD TRADE: AN HISTORICAL SURVEY 49

for potatoes and vegetables.*? The Stalinist procurement system that had
existed since the 1930s crumbled in 1990 and 1991 and the prodnaloy
(food tax) proved ineffective for obtaining food to feed the cities and
maintain livestock.*! As a result, grain imports from the West continued
to be high. Despite favourable harvests of 211 mmt in 1989 and 235 mmt
in 1990, the USSR imported nearly 40 mmt of grain in 1989 and 26 mmt
in 1990. In 1991, the last year of the Soviet Union’s existence, the harvest
was less than 173 mmt and it imported 38 mmt of grain.*?> Gorbachev’s
agrarian reforms did little to reduce reliance on Western grain, which
meant that entrance into the global food market remained frequent and
its degree of involvement with the global food market remained high. Its
agricultural trade protectionism transitioned from high to low by the end
of the decade.

7  RussiA’s TRADING BEHAVIOUR IN THE 19908

In the 1990s, Russia’s frequency of entrance into the global food market
was high and its degree of involvement in the global food market was
high as the value of imports rose significantly. Post-Soviet protectionism
was low during much of the decade although that started to change in
mid-decade. The degree of integration with Western global institutions
remained low as Russia remained outside of GATT /WTO.

As the country transitioned from a command to a market economy
during the 1990s, Russia was a regular participant in the international
food trade system as an importer due to the steep decline in its agri-
cultural production. Large farm enterprises traditionally fed the nation,
whereas food production from household gardens tended to be consumed
by the household, in other words, locally. An index for 1994 estimated
agricultural output by agricultural enterprises (large farms) at 57 percent
of their 1990 level.*? To compensate for falling domestic production by
large farms, Russia turned to food imports. Calculated in U.S. dollars,
the value of Russia’s food imports rose from $5.6 billion USD in 1993
to $13.3 billion USD in 1997 before declining in 1998 and 1999
following the financial collapse and devaluation of the ruble that made
foreign food very expensive. It is worth noting that the value of food
imports exceeded by many times the value of domestic food production.
The 1990s witnessed an increase in food imports from the West, which
replaced former republics as Russia’s primary food trading partner. Up to
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1998, the dollar value of food imports from states not in the Common-
wealth of Independent States (CIS) exceeded the dollar value of food
imports from CIS members by a factor of two or three, depending on the
year.*

The increase in the value of Russia’s food imports accompanied the
liberalisation of the economy and foreign trade after 1992. Although still
not a member of GATT, the early post-Soviet years witnessed a lowering
of Soviet-era barriers and further opening the Russian economy in antic-
ipation of early membership in the WTO. As a result, foreign foodstuffs
both raw and processed flooded Russia’s marketplace. Within the context
of a rising value of food imports, Russia changed from a large importer
of grain early in the decade (more than 15 mmt per year during 1990-
1992),% to a large meat importer by mid-decade, driven by a significant
drop in domestic livestock herds. The percentage decline in the number
of pigs, beef cattle, and milk cows during the first five years of market
reform in the 1990s exceeded the losses during the first five years of
Stalin’s collectivisation. The decline in livestock herds reflected farm adap-
tation to new economic conditions: a range of state subsidies disappeared,
price increases for domestic feed grain, fuel, and other inputs exceeded
farmgate prices. As a consequence, large cities were importing upwards
of 70-80 percent of their meat by 1995-1996.%6

Russia had poor harvests throughout the decade. The first year as a
non-communist state started with a good harvest of nearly 107 mmt in
1992. During 1995-1996, however, its grain harvest averaged 66.3 mmt
and in 1998-1999 it averaged of just 51.2 mmt per year. Nonetheless,
grain imports averaged just 3.74 mmt for 1995-1996 and 3.78 mmt for
1998-1999, far below the levels of the 1980s. The precipitous decrease
in the size of livestock herds was one reason why grain consumption
plummeted and there was less need for foreign feed grain, as explained
by the Lieferts in Chapter 2. In addition, consumers’ food consump-
tion patterns changed. As retail food subsidies from the state disappeared
after 1992, for most Russian consumers the primary problem during the
1990s was the price of food, not availability.*” In the grips of a major
recession, consumers ate less beef, which put downward pressure on farm
incentives to maintain large herds.*® By 1996-1997 Russian consumers
substituted cheap imported poultry for domestic beef, similar to how
American consumers turned to chicken during the early 1930s when up to
one-half of households had no regular income during the Great Depres-
sion. The availability of cheap starches and carbohydrates meant that even
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with high food inflation and mass poverty, there was no mass hunger even
as average caloric intake decreased.*’

Russia’s financial crisis in 1998 led to three occurrences that affected
its food imports. First, with the devaluation of the ruble, imported food
became very expensive and thus Russian consumers shifted to domestic
products. As a result, the dollar value of food imports fell from $13.3
billion USD in 1997 to $7.3 billion USD in 2000. Second, Russian food
processors and manufacturers adapted quickly to capitalise on their price
advantage and created attractive packaging that mirrored Western brands.
Third, Russia’s trade policy became more protectionist.

The origins of increased trade protectionism pre-dated Russia’s August
1998 financial crisis. By 1996-1997 conservative voices in society and
the government were raising alarms about threats to national food secu-
rity. In December 1997, President Boris Yeltsin approved a document
titled ‘Conception of the National Security of the Russian Federation’,
which stated that dependence on food imports and Russia’s integration
into the world market was not beneficial. Simultaneously, conservative
and nationalist groups within Russia complained about the loss of food
independence.®® In April 1998, the law ‘On Measures of Protection of
Russian Economic Interests in Foreign Trade” was signed that identified
poultry, vegetable oil, and meat for protection through an increase in
tariffs.>! In June 1998, a 5 percent increase in tariffs for all food imports
was enacted. At this time, Russian leaders were engaged in a delicate
balancing act, wanting to protect domestic producers while simultane-
ously avoiding a large increase in the cost of food to the average family
budget, which already was quite high; and in 1998 the Yeltsin adminis-
tration still held out hope to join the WTO by the end of the year and
thus did not want to go too far in protectionist measures.

Following Russia’s financial crisis in August 1998, then-Minister of
Agriculture Viktor Semenov (April 1998-May 1999) called for a ‘new
course’ in agrarian policy that rested on increased state regulation of the
agro-industrial complex and defence of Russia’s domestic food market.
In particular, Semenov noted that export subsidies in the European
Union undercut Russian producers, thus ‘easily conquering’ Russia’s
food market.?? Aleksei Gordeev, who became Minister of Agriculture in
August 1999 (to March 2009), was explicit that his ‘new agrarian policy’
would emphasise strengthening the role of the government in regulating
Russia’s food market. He also specified that tariff-custom policy would
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create conditions whereby domestic producers could effectively compete
with food imports.53

8 Russia’s TRADING BEHAVIOUR
IN THE 2000-2013 PERIOD

During the 2000-2013 period, Russia’s frequency of entrance into the
global food market was high and its degree of involvement in the global
food market was high as the value of food imports and exports rose
significantly. Russia’s degree of protectionism remained relatively low. The
degree of integration was transitional as Russia finally became a member
of the WTO in 2012.

Russia remained a consistent participant in the international food trade
system as a food importer. The value of Russia’s food imports grew
substantially as a result of economic recovery, a significant increase in real
per capita income, and a strengthening in the ruble that made imports
cheaper. Russia’s agricultural imports increased from $7.3 billion USD in
2000 to over $35 billion USD in 2008. After a brief decline in food
imports in 2009 due to the global financial crisis (Russia’s GDP fell
by almost 9 percent), the value of food imports began to rise again in
2010 and eventually reached its post-Soviet peak of $43.2 billion USD
in 2013. Similar to the 1990s, the largest value of food imports consisted
of meat and animal husbandry, not grain, as explained by the Lieferts in
Chapter 2. Other main imports included highly processed foods, fruits,
and vegetables. During the first decade of the 2000s, Russia became the
second largest agricultural importer among emerging markets, trailing
only China. It is conceivable that the value of Russia’s food imports would
have continued to rise had the 2014 Ukrainian crisis not occurred that led
to a ban on agri-food imports from major Western nations.

Russia’s participation in the international food trade system was also
fuelled by a rise in its food exports. The value of Russia’s agricultural
exports grew from $1.62 billion USD in 2000 to $10 billion USD in
2009 before declining in 2010. Russia’s food exports then rose to $12
billion USD in 2011 and reached their pre-Ukrainian crisis high of $18.9
billion USD in 2014. Most of the export growth came from grain (mainly
wheat and barley). Grain exports rose from 1.3 mmt in the 2000,/2001
agricultural year to 21.8 mmt in the 2009/10 agricultural year before
declining in 2010,/2011 due to a drought and a subsequent ban on grain
exports from August 2010 to July 2011. One the export ban ended, grain
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exports started to increase again, reaching 22.4 mmt in the 2012,/2013
agricultural year. Grain exports generated the most foreign trade revenue
among Russia’s food exports. Expressed in dollar value, however, the
overall impact of Russia’s exports on the world food system was low.
During 2000-2009, the value for global exports of food commodities
averaged $522 billion USD per year.>* The dollar of Russia’s food exports
during the same period averaged just $5.14 billion USD.

Foreign food trade protectionism remained low during this time
period. In 2003 Russia introduced tariff-rate quotas on beef, poultry,
and pork that offered some protection to domestic producers. The Putin
administration walked a fine line: on the one hand it wanted to protect
domestic large farm enterprises from foreign competition until such time
that they could compete effectively, and it wanted to help them recover
financially. On the other hand, it wanted to meet rising consumer demand
for food and therefore the volume of meat imports continued to climb.
If cheaper food imports helped to limit the amount an average houschold
spent on food, all the better.

Government policy began to emphasise food security in 2008 when
the combination of high food imports and the dramatic rise in global
commodity prices sparked fear of contagion. In 2008, a Food Secu-
rity Doctrine was drafted and circulated for commentary; it was signed
into force in January 2010 by former President Dmitrii Medvedev, the
importance of which was to quantify what percentage of different food-
stuffs Russia should produce for itself in order to be food secure. Until
2014, Russia’s Food Security Doctrine did not translate into higher trade
barriers or an increase in food trade protectionism aside from what already
existed.

Russia’s integration with global food trade institutions transitioned
from low to high as Russia finally became a member of the WTO in
2012 after being an observer to the WTO for many years. The debates
over whether to integrate with the world trading system appeared to be
over.>® At the time Russia entered the WTO, most of its food trade was
with Western nations. In 2000, for example, 72 percent of Russia’s food
imports came with nations that were not former Soviet republics in the
Commonwealth of Independent States (CIS), as did 56 percent of its
food exports. Over time, trade with non-CIS nations increased. In 2013,
the last full year before the Ukrainian crisis in 2014 and Russia’s subse-
quent food embargo in August 2014, food trade with non-CIS nations
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accounted for 85 percent of Russia’s food imports and 70 percent of its
exports.5©

After the Ukrainian crisis and the first rounds of Western sanctions
in 2014, Putin invoked the protection of national security clause in the
WTO to relieve Russia from some of its commitments, for instance,
not to introduce food bans or treating trading partners differently.
Russia continues adhere to other obligations. In 2017 import duties on
sunflower oil, water, and cigars were reduced in accordance with commit-
ments made to the WTO. As noted before, in 2020 Russia ended its
tariff-rate quotas on pork, replaced by a flat tariff of 25 percent. Whether
coincidental to the changed tariff rate or not, Russia’s pork imports fell
in 2020, attributed to rising investment in the sector, increased output,
and the attraction of export possibilities.

9 RussiA’s TRADING BEHAVIOUR SINCE 2014

Since 2014, two contradictory impulses in Russia’s agri-food trade policy
have become discernible. The first impulse is a strong emphasis on food
security, import substitution, and food self-sufficiency (see Chapter 4).
As Clapp reminds us, self-sufficiency means to produce enough to meet
one’s own needs, and thus food self-sufficiency is concerned with the
origin of food.?” Self-sufficiency policy implies not just protectionism but
a withdrawal from international markets in terms of food imports.>® The
second impulse, which contradicts the first, is an emphasis on expanding
food trade, opening new markets, and increasing food exports. Despite a
food self-sufficiency policy, Russia has not withdrawn from international
food markets, and although the dollar value of its food imports is down
from the pre-2014 period, Russia remains a large importer of food. In this
respect, Russia’s policy of self-sufficiency is not exactly what the literature
would assume is true. Further, although Russia’s food security policy has
economic implications, it should be understood as a political variable that
is used in tandem with food trade as an instrument of foreign policy, and
as a prop for nationalism. What this means is that Russian leaders defini-
tion of ‘success’ in food security is very narrow, referring mainly to the
production of several basic commodities. But if the view of food security
is expanded just a bit, it is obvious that the Russian version of food secu-
rity, i.e., protectionism and lessened dependence on imports, is far from
reality. In this respect, one may point to high percentages of seeds that are



CHAPTER 1: RUSSIA’S FOREIGN FOOD TRADE: AN HISTORICAL SURVEY 55

imported; high percentages of farm imported farm machinery and equip-
ment; high percentages of imported pedigree livestock; and a substantial
presence and market share by foreign agri-firms in food processing and
food retailing. One might even include the erosion of human capital in
rural areas, a result of outmigration, as an aspect of food security.’ Thus,
a narrow fixation on certain commodity production, therefore, does not
offer a complete or necessarily accurate view of Russia’s food security.

Turning to the four variables that frame the analysis, since 2014
Russia’s frequency of entrance into the global food market has been high
and its degree of involvement in the global food market is high. Russia
regularly enters the global food market as both a food importer and
exporter, both of which are valued in the tens of billions of dollars annu-
ally. Agri-food trade protectionism became variegated as it transitioned
from low protectionist to selectively high towards Western nations while
remaining more open to non-Western nations. The degree of integration
with Western institutions transitioned from high following entry to the
WTO in 2012 to low starting in 2014 and continuing thereafter.

The year 2014 was a watershed year for Russia’s role in the inter-
national food trade system. The origins of change in Russia’s role in
international food trade were found in the Ukrainian crisis that witnessed
the removal of Ukrainian President Viktor Yanukovych in February 2014,
followed by Russia’s military involvement in eastern Ukraine and annex-
ation of Crimea in March 2014. Subsequently, Western sanctions were
placed on Russia in March and July 2014, and Russia’s countersanc-
tions—a food embargo against the West—were announced in August
2014. Russia’s countersanctions, often referred to as the food embargo,
banned most agri-food imports from the United States, the European
Union, Canada, Norway, and Australia from 7 August. The ban has
been extended several times since then and currently runs to the end of
2022. In 2015, four other nations were added to the banned list, and in
2016 Ukraine was added. Since 2014, four discontinuities with previous
agri-food trade patterns have occurred.

The first discontinuity from the pre-2014 period is a reversal in the
upward trend in the dollar value of Russia’s food imports. Russia’s food
imports rose from $30 billion USD in 2009 to over $43 billion USD
in 2013. Following the introduction of Russia’s food embargo in August
2014 against Western nations, its food imports fell to $26.5 billion in
2015 and then to a low of $25 billion USD in 2016 before starting to rise
somewhat in subsequent years, but remaining far below the pre-embargo
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level. In 2020, the value of food imports was just over $29 billion USD.
As noted above, the decline in the value of Russia’s food imports was
facilitated by policies of import substitution and food self-sufficiency, both
of which were actively pursued by the Kremlin (see Chapter 4).

A second discontinuity is a significant rise in the volume and value of
food exports, a departure from many years of moderate food exports.
The rise in exports is due to a confluence of factors, including favourable
weather, state financial assistance that promotes higher grain produc-
tion, protectionism from competition, and favourable farming practices
such as re-mechanisation, digitalisation, and increases in yield per hectare.
Russia’s wheat exports since the 2014 /2015 agricultural year and contin-
uing through the 2019,/2020 agricultural year averaged more than 37
mmt. From 2014 /2015 through the 2019,/2020 agricultural year, Russia
led the world in volume of wheat exports in four of the six agricultural
years, and ranked second in the other two agricultural seasons. By volume,
in the 2016,/2017 agriculture year Russia’s wheat exports accounted for
14 percent of global wheat trade; in the 2017 /2018 agricultural year,
Russia’s wheat exports accounted for 18 percent of global wheat trade;
19 percent in the 2018,/2019 agricultural year; and 18 percent in the
2019,/2020 agricultural year.%°

In 2020, grain exports generated approximately one-third of Russia’s
total food export revenue ($9.7 billion of $28.9 billion USD), and wheat
in particular accounted for more than any other agri-food commodity.®!
In 2020, other main food exports consist of fish and seafood (18 percent
of total), fats and oils (16 percent of total), and processed and manu-
factured foods (14 percent of total). Although Russia will remain a major
grain exporter, it is necessary to note in passing that political food security
remains an important variable. During the second half of the 2019,/2020
agricultural year the government introduced an export quota of 7 mmt
to the end of June when a new agricultural year would begin (on 1 July).
In reality, the quota was reached prior to the 30 June deadline. Although
the quota did not appear to directly reduce grain exports, the existence of
the quota affected the willingness of traders to enter into contracts. The
purpose of the quota was to ensure that too much grain was not exported,
fuelling inflation or causing domestic shortages. For the 2020,/2021 agri-
cultural year, the government introduced another export quota of 17.5
mmt 15 February 2021 to 30 June 2021, plus an export tariff. Starting 15
February, the tarift was 25 euro per tonne which doubled to 50 euro per
tonne on 1 March. From 2 June 2021, a flexible tariff was used for wheat,
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corn, and barley sold outside the Eurasian Economic Union (EAEU),
equal to 70 percent of the difference between the contract price and the
base price of $200 per tonne for wheat and $185 for corn and barley.%?

A third discontinuity is a partial withdrawal from integration with
major Western nations, at least as far was food imports into Russia are
concerned, although Russia continues to export to member states of the
European Union. Russia has not withdrawn from the WTO, although
some voices within Russia have called for doing so. Further, as early as
2015 the United States Trade Representative noted in its annual report
about Russia’s compliance to its WI'O commitments that Russian stan-
dards for tetracycline, ractopamine, and other hormones in pork and
beef were more stringent than accepted levels. The June 2015 report
concluded that ‘the United States has become increasingly concerned that
Russia may be moving away from the core WTO principle of trade liberal-
ization”.%3 Subsequent reports continued to express concern over Russia’s
standards, notification of risk assessment, and implementation. The 2018
report, for example, noted that, ‘although Russia has put in place the legal
framework to allow it to comply with its WTO commitments, its imple-
mentation of these commitments remains problematic....Russia does not
appear to have implemented fully its commitments to base measurements
on international standards, or, where it applies a more stringent stan-
dards, to provide a science-based, objectsive risk assessment’.%* In other
words, Russia became increasingly willing to use non-tariff barriers such
as sanitation requirements to restrict food imports from the West.

A fourth discontinuity flows from the third and concerns the expansion
of trade relations with non-Western partners. Russia has changed its main
food trading partners, substituting China and Southeast Asia, the Middle
East, and South America for the EU and United States. The discontinuity
is seen by the fact that up to 2014 the EU was Russia’s primary partner
in agricultural trade. Ironically, while most agricultural imports from the
EU are banned, the EU remains an important market for Russia’s food
exports. In 2020, the EU ranked second after China in dollar value of
Russia’s agri-food exports, accounting for about 11 percent.®® Following
the events in Ukraine in 2014, Russia turned elsewhere to substitute for
its lost partner in the EU (see Chapters 5 And 7).

Furthermore, the EAEU, which came into being in January 2015,
represents Moscow’s efforts to create a regional trade bloc with non-
Western nations. Other chapters explore agri-food trade within the EAEU
in more detail, but here suffice it to say that since its inception the EAEU
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has expanded its trading network. In May 2018 China signed a trade
agreement with the EAEU that has been touted as a free trade agree-
ment but in reality seems to be something less than that as explained
in Chapter 8. In May 2018, Iran signed a provisional free trade agree-
ment with the EAEU that covers a limited number of goods, including
agricultural products. The provisional agreement is to last for three years
and paves the way to full free trade. In December 2018 the EAEU and
Iran established free trade zones. In October 2019, the EAEU and Serbia
signed a free trade zone agreement for cheese and alcohol, building on
the previous preferential trade agreement.® The EAEU had previously
agreed to free trade with Vietnam in December 2016, and trade between
Russia and Vietnam is explored in Chapter 6. The point is that Russia is
using the EAEU to pivot its food trade away from Western nations.

The opening to non-Western trade partners is further witnessed by
Russia’s bilateral memoranda of understanding (MoU) or statements of
cooperation in agriculture with India, Morocco, China, Syria, Mongolia,
Japan, and Saudi Arabia during 2017-2019, to name just a few. Egypt,
Iran, Bangladesh, and Turkey remain main purchasers of Russian wheat.
Food trade with China very likely will increase as Russia’s exporters
attempt to capture market share lost by American farmers due to the
trade war started by President Donald Trump. Russia’s food exporters
are also eyeing markets in Vietnam and other Southeast Asian nations
and the Middle East as discussed in subsequent chapters. In addition to
those regions, agricultural trade has expanded with South America since
2014. In particular, Russia became the largest importer of Brazilian meat.
Chile has increased its exports of poultry, pork, fish, vegetables, and fruits
to Russia. Uruguay also increased meat exports to Russia.

10 OvurLook

The future outlook for Russia’s agri-food trade behaviour is summarised
according to the four variables that comprise the analytical framework.
The frequency of Russia’s entrance into the global food market is likely to
remain high as an annual importer and exporter. The Russia’s structure
of demand for food that suggests an impending large decrease in food
imports. Further, Russia’s food export ambitions commit the country to
continue as a significant food exporter on an annual basis. Russia intends
to remain an active participant in global food trade as evidenced by the
adoption of an export programme in 2016, followed by the adoption
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of a national project on food exports in late 2018. The existence of
an analytical centre within the Ministry of Agriculture facilitates Russia’s
food exports by training personnel in contracts and negotiations and
providing consultation and legal services to exporting companies. The
export project received more than R38 billion in 2019 and is sched-
uled to receive more than R400 billion during 2019-2024.%” Under the
auspices of the export project, the Ministry of Agriculture is opening
attaché offices abroad to establish trade ties in new markets. Russia’s role
as a food exporter is likely to expand.

Agricultural protectionism is likely to remain selectively high, which is
to say that there is no end in sight to Russia’s countersanctions against
the West. Russia’s domestic agri-food producers are pleased with the
government’s protectionism and favour its continuation. The govern-
ment likes agricultural protectionism because it helps domestic producers
and processors whose higher profitability leads to more tax revenue
for regional budgets and the federal government. The government also
appreciates the prestige that comes from being a large wheat exporter.

The degree of integration with Western trade institutions is likely
to remain low. As noted above, the trend is for less cooperation with
the WTO. Instead, Russia has pivoted to Asia, the Middle East, and
other non-Western countries. Engagement with other BRICS nations,
the EAEU, and the Shanghai Cooperation Organization (SCO), as well
as bilateral trade ties has replaced most food imports from the EU. So
far, the pivot has worked well and thus Russia shows little motivation to
revert back to ties with the West which would make Russia vulnerable to
the whims of Western policy again.

Russia’s degree of involvement with the global food market is likely
to remain high. Russia will continue to import food valued in the tens of
billions of dollars annually. As an exporter, Russia is likely to account for a
significant portion of global grain trade. A major effort is being made to
increase the export of processed and manufactured food products, not
just raw commodities. Further, Russia’s agricultural sector is generally
considered to be a winner during climate change as growing seasons in
northern latitutes lengthen. Around the world, water tables are depleted,
but Russia has an ample supply of water. In many regions of the world,
land is leached of its nutrients, but Russia has tens of millions of unused
hectares of agricultural land. Russia is already increasing the cultivation
of previously unused or abandoned agricultural land and expects to bring
millions of hectares into production by 2025.
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Finally, a few words about the impact of the COVID-19 pandemic on
food exports. The pandemic created uncertainty for lives and livelihoods
around the world, leading to higher unemployment, loss of income, the
closure of businesses including restaurants, and disruptions in supply
chains. The economic effects, which were initially quite severe—trade
turnover in Russia decreased to 35-45 percent in April 2020 and by at
least 60 percent at restaurants and cafes—may be shortlived as people
get vaccinated and businesses rebound.®® Through it all, Russia’s agri-
cultural sector performed well, with the second largest harvest in the
post-Soviet period at 133 mmt of grain after cleaning. Russia’s infrastruc-
ture for policy as a food exporting state remains strong: high ambition to
be a global food power and to benefit from the leverage that accrues from
that position; an active state that promotes food exports; and strong polit-
ical commitment to increase global influence and status. Those factors,
combined with a weak ruble, led Rossel’khozbank to predict that Russia’s
role in the world food system will become more significant despite myriad
obstacles.®’
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