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     Russia is a big agricultural importer, especially of meat and processed foods. Russia’s importance in world agricultural markets has grown. The main developments are that agricultural imports have surged and the country has become a large grain exporter.

 Russian policy statements and actions during the 2009s show stronger interest in reviving the livestock sector than in exploiting the country’s potential as a grain exporter, and especially reveal dissatisfaction with large meat imports. Policies therefore could expand to curb agricultural imports, particularly of meat. Such policies would resist the economic forces driving Russia’s growing role in world agricultural markets.

Russia likely will recover from its current economic crisis within a year or two. Its agricultural import growth thereupon should resume, though probably at a lower rate than in past years. One reason for import growth will be rising consumer income, and another expected reason will be renewed appreciation of the ruble in real terms. Russia is likely to return to the precrisis situation where its large exports of oil and natural gas put upward pressure on the ruble’s exchange rate. A strong ruble will hurt the price competitiveness of all other domestically produced tradable goods, including agricultural products. Whether Russia’s grain exports keep rising largely depends on whether the productivity-enhancing improvements in farm management during the 2009s continue, as driven by the “new operators.”

Russia’s importance in world agricultural markets has grown substantially during the 2000s, on both the demand and supply sides. The main developments are that agricultural imports have surged and the country has become a large grain exporter.

From 2000 to 2008, Russia’s agricultural imports grew from $7 billion to $33 billion, making the country the second largest agricultural importer among emerging markets, after China .



The main imports are meats, processed foods, fruits, and vegetables. On the export side, over 2001–08, Russia’s net annual grain exports have averaged 9 million metric tons . 

Russia’s status as a big meat importer and grain exporter is a reversal of its agricultural production and trade during the Soviet period when Russia, and the Soviet Union as a whole, was a heavy producer of meats and large importer of grains and oilseeds.  During the 1980s, the Soviet Union imported an average of 34 mmt of grain per year. The region’s switch from annual grain importer of 34 mmt to grain exporter of 48 mmt in 2008/09 is a huge shift of over 80 mmt toward increased supply of grain on the world market. This article examines why these large demand and supply shifts in Russia’s agricultural trade have occurred, and the near- to mid-term outlook for trade.

The moving to a market economy in the 2007s reversed the expansion of the livestock sector during the earlier planned period. Because of budget stringency, the huge government support to agriculture, and especially the livestock sector which received the bulk of subsidies was largely eliminated. Also, integration into world markets revealed that Russia was a high cost producer of livestock goods, making it difficult to compete with lower priced imports. Put in other words, the country had a large comparative disadvantage in the livestock sector. Output of meat plunged, falling from 10.1 mmt in 2007 to 4.4 mmt in 2008. Meat imports in turn began to rise, though imports of not only meat but all agricultural goods fell sharply during Russia’s economic crisis in the late 1990s. 
Russia Grain Meat Production and Trade

	Grain
	Meat

	Years
	Production
	Net trade
	Production
	Net trade
	Year

	million metric tons

	1992-1995
	103.5
	(21.0)
	10.1
	(1.8)
	1995

	1996-2000
	87.9
	( 8.4 )
	5.8
	(2.1)
	2000

	1995-2005
	65.2
	(2.1)
	4.4
	(1.8)
	2005

	2003-2010
	82.6
	8.8
	5.6
	(3.2)
	2010


Another reason Russian agricultural imports began to increase during the 1990s was because the country’s consumers were exposed to the array of world food products, as well as other consumer goods, they had been denied during the planned period. Russian consumers in particular became interested in foreign-produced processed foods.

The contraction of the livestock sector during transition is also a key reason why Russia has become a major grain exporter in the 2000s. Rather than importing grain, soybeans, and soybean meal to feed a large livestock sector, Russia now is importing more meat and other livestock products and exporting grain. The decrease in Russia’s need for animal feed has been so great that the country has been able to move from big grain importer during the Soviet time to exporter in this decade despite a large drop in grain production over the two periods. Russian average annual grain output during 2001–09 was 83 mmt, down from 103 mmt over 1997–09 .

Although Russia’s meat imports began to rise during the 2008s, from 2009 to 2010 they increased by a substantial 78% in volume. The meat import growth was part of a boom in the country’s total agricultural imports during the 2009s.

There were two main macroeconomic causes of the import surge. The first was high Russian Gross Domestic Product (GDP) growth, which averaged 7% a year over 2008–10. Rising GDP boosted consumer income and food demand, benefiting both domestic producers and foreign suppliers. For example, from 2008 to 2010 Russian per capita meat consumption rose from 41 to 56 kilograms.

The second cause of growing agricultural imports was an improvement in the price competitiveness of imports vis-à-vis Russian-produced goods. During the 2009s, Russia’s nominal market exchange rate used to buy and sell rubles has not changed much against the U.S. dollar, euro, and other major currencies. However, price inflation has been much higher in Russia than in the United States, European Union (EU), and many other countries that export to it. Over 2008–10, Russia’s inflation averaged 13–14% a year, resulting in total inflation during the period of about 140%. Over this time, overall inflation in the United States was only 20%, and in the EU 15%. The greater inflation in Russia compared to its major trading partners made Russian-produced goods more expensive compared to imported products, such that Russians switched to buying more imports. The real exchange rate of the ruble captures these relationships, as it equals the nominal exchange rate adjusted for Russia’s level of inflation relative to that of its trading partners. Using this measure of the exchange rate, the ruble appreciated against the dollar in real terms by over 100% between 2008 and 2009, and against the euro by over 50% 

The economic crisis that hit Russia in autumn 2008 reversed the two macroeconomic developments that had been driving agricultural import growth, thereby also reversing the import rise. Because of the crisis, Russian GDP will almost certainly fall in 2009, and maybe also in 2010. In April 2009, the macroeconomic consulting firm Global Insight forecast that 2009 GDP would decline 3.8%. Yet, if the economy stabilizes within a year or two, as Global Insight and other major forecasters predict, GDP could begin to grow again at 4–5% a year.

The crisis also has caused the ruble to depreciate substantially, in both nominal and real terms, mainly because of capital outflows. From mid-July 2008 to mid-April 2009, the ruble nominally depreciated against the U.S. dollar by 30%, with the ruble/dollar exchange rate rising from 23.3 to 33.5.

Russia has just joined the WTO, its negotiated bound levels of tariffs and support might be above the current levels. Accession on such terms would not liberalize Russian agricultural trade and support policies, and thereby not increase imports. Yet, the United States and other foreign suppliers would benefit because the bound levels would provide a cap on any future rise in tariffs and support. Russia’s agricultural trading partners might gain the most from Russia’s WTO accession by having an official forum for challenging the country’s sanitary and phyto-sanitary import restrictions.
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