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' MEM ORANDCM 0737 

T H E WHITE HO U SE 

WAS HI NGTON 

February 3, 1983 

MEMORANDUM FOR MICHAEL K. 

FROM: 

SUBJECT: 

WILLIAM P. 

Korea Rice 

DEAVER('\ ;J 
CLARK rr 
Sales 

At Tab A is a State Department information memo on the subject of 
rice sales to Korea . As noted in the memorandum, Korea is 
committed to buy 500,000 tons of 1981 California crop rice. 

to 
the 

The 

The telegram you noted at Tab Bis a request of Comet Rice Inc. 
allow 1982 California crop rice to be shipped in fulfillment of 
contract since they have access to this rice through the coops. 
current crop rice and 1981 crop rice is, according to USDA, 
co-mingled in silos, thus indistinguishable. State is formulating a 
reply to the telegram this week. The Korean government course of 
action is not yet clear, but a decision should be forthcoming 
reasonably soon. 

Attachments 

Tab A 
Tab B 

State Memo dated 12/7/82 
Telegram dated 1/26/83 

~ ~ 

/~ 
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Washington, D.C. 20520 
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December 7, 1982 r 

MEMORANDUM FOR WILLIAM P. CLARK 
THE WHITE HOUSE 

\ 
_, ' '°;j •. • I • •i I••, ;: 
i I .. . t. I • ... • '-

SIT U~ il jiJ f,OUi•I 

Subject: U.S. Rice Sales to Korea 

Background 

Korea is committed to buy 500,000 tons of 1981 crop 
California rice. The commitment results from USG agreement 
in 1980 to an exception to the U.S.-Japan rice agreement 
(restricting the sale of highly subsidized Japanese rice) to 
allow the ROK to buy Japanese rice to offset a shortage. 
Pursuant to that commitment, the ROKG signed contracts with 
two companies in early 1982 for the shipment of a total of 
130,000 tons, all of which has been delivered. In May, Korea 
contracted with Cornet Rice Inc. for the purchase of the 
remaining 370,000 tons. 

Two large California cooperatives (which together 
control about 75% of the California crop) have refused to 
sell to COMET except at a price substantially in excess of 
COMET's contract price, presenting COMET with the choice of 
losses or default on the contract. The co-ops have to date 
insisted on a sale to Korea through their long-time agent, 
Connell Rice and Sugar Company. Korea has said it will not 
deal with Connell because Korea deeply resents Connell's 
tactics. This impasse has continued since last May. As a 
result, COMET has supplied only 115,000 of the 370,000 tons 
required by its contract. 

The Korean government understands, however, that although 
we are neutral as to particular contractual arrangements, we 
expect Korea to take promptly the full 500,000 tons of 1981 
crop rice and to begin shipments as quickly as possible. 
Korea is exploring alternatives through which this can be 
a ccomplished. Reflecting the growing surplus of Ca l ifornia 
rice and declining market opportunities, the co-ops recently 
have shown interest in a direct sale to the ROKG, but have 
yet to communicate this position directly to the Koreans. 

('r 

._"! •. , 



- 2 -

Congressional Interest 

Congressman Alexander and a number of other representatives 
from rice _growing states have expressed strong dissatisfaction 
over the long delay in the fulfillment of Korea's commitment 
to the USG. Many have claimed that the contract with COMET 
was not a good faith step by Korea (we have no evidence to 
support this claim}, and have urged us to press Korea to 
make other arrangements. Some apparently believe that the 
Koreans should buy from Connell, which has ready access to 
the remaining 1981 rice stocks. Congressman Alexander has 
recently indicated his awareness that some compromise solution 
may be necessary. 

Deputy Secretary Darn has been in frequent contact with 
interested Congressmen. Mr. Darn met with a group of Congress­
men and Senators in late September, spoke with Congressman 

IB 

Alexander by phone yesterday, and is scheduled to meet with / 
Alexander and others on Wednesday. Mr. Darn told Alexander 
that we were continuing to urge Korea to act promptly while , 
remaining neutral on the corranercial competition. He noted \ 
signs of movement in the market, and stated that we had 1 

urged the Koreans to take action leading to prompt shipment. \.., 
He passed on a request from the Korean Ambassador that 
Alexander encourage the co-ops to contact Korea directly. 

Conclusion 

We have sought a solution to this problem which will 
result in prompt action by Korea to fulfill its commitment. 
We have done so in a manner which avoids State Department 
involvement in the competitive process as well as damage to 
the U.S.-Korea relationship. We have told Korea, which 
believes it has acted properly and in good faith throughout 
the process, that we are neutral as to the contractual 
arrangements by which it fulfills its corranitment, but that 
we expect it to make arrangements to begin shipments by 
January. We have made our position known to the ROKG at the 
highest levels both here and in Seoul. The Deputy Secretary 
has raised this matter twice with the Korean Ambassador, 
and, at . his request, it has been raised several times at 
high levels in Seoul. Realistically, unless all parties 
demonstrate a willingness to compromise a resolution would 
be difficult. We are working to facilitate a resolution 
while avoiding involvement in the commercial process. 

~~~Q\.l>=-
L. Paul Bremer, III 
Executive Secretary 
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MEMORANDUM 

NATIONAL SECURITY COUNCIL 

ACTION 

MEMORANDUM FOR WILLIAM P. CLARK 

THROUGH: 

FROM: 

SUBJECT: 

DICK MORRIS 

RICHARD CHILDRESS <42.__ 
Korea Rice Sales 

0737 

February 1, 1983 

., .. 

Mike Deaver sent you a note (Tab B) requesting a briefing paper on 
Korea rice sales. His inquiry was triggered by the telegram to Deputy 
Undersectary of State Da~ and Ed Borcherdt informed me yesterday that 
Gene Chappie (Sp) was establishing liaison with Mike on the issue. 

RECOMMENDATION 

That you forwr1the memo 

Approve ~ 

Attachments 

at Tab I to Mr. Deaver. 

Disapprove 

Tab I Memo for your Signature to Deaver 
A State Memo dated 12/7/82 
B Telegram dated 1/26/83 

Tab II Staff Memo from G. Sigur dated 12/10/82, NSC #8521 

cc. N. Bailey 
R. Robinson 
G. Sigur 
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8521 . . -
MEMORANDUM 

NATIONAL SECURITY COUNCIL 
December 10, 1982 

INFORMATION 

MEMORANDUM FOR WILLIAM P. CLARK 

FROM: GASTON SIGUa~ 

SUBJECT: State Department Memorandum on US Rice Sales 
to Korea 

The State informational memorandum which I am forwarding on to 
you deals with a highly complicated and difficult situation. 
I have talked with the key actors in State about the issue 
as well as with Ed Borcherdt. 

The East Asia Bureau at State has been handling this properly, 
in my view, and there is no need for our involvement at this 
time. I will keep on top of this and am available to ' fill you 
in on it at any time, should you wish. 

Attachment 

Tab I State memorandum dated 12/7/82 

cc: Henry Nau 
Norman Bailey 
Roger Robinson 
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B-8 Release would disclose information concerning the regulation of financial institutions [(b)(8) of the FOIA] 
B-9 Release would disclose geological or geophysical information concerning wells [(b)(9) of the FOIA] 

C. Closed in accordance with restrictions contained in donor's deed of gift. 
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