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THE NEW YORK TIMES, FRIDAY, JULY 11, 1960

Economic Scene|uomas.

Trade Pressure
On the Russians

O the dismay of conservative Republicans,

such as the editors of the newspaper Human

Events, Ronald Reagan has s y opposed
the Unjted States curtailment of grain shipments to
the Soviet Union. And the almost certain Republican
nominee has prevailled upon his party’s platform
committee to adopt a plank calling for the end of the
curtailment, which President Carter supports as a
means of bringing pressure on the Russians to get out
of Afghanistan,

The ardently anti-Comraunist Mr. Reagan, a
proponent of bigger defense spending, has appar-
ently decided that the support of the farmers, who
are hurting from lower prices and higher costs, is
more important to him politically than the mainte-
nance of ideological purity. The farmers insist that
the curtailment is not hurting the Russians much,
with Argentina and other grain suppliers filling in for
the United States, but is hurting American farmers a
great deai.

@ ® ®

Politics aside, how much sense does it make to try
to punish the Russians economically? Westsrn Euro-
pean governments and industrialists think the
United States 15 making a serious mistake in trying
to cut economic relations with the Soviet Unton in an
effort to bring them to heel.

The Europeans warn that such pressures are likely
to be counterproductive. And they are unwilling to
trim their own lucrative and growing trade with the
Rusgsians.

It is easy to be cynical about the motives of either
_ the Europeans or Mr. Reagan. Earlier Soviet leaders
seemed to count on shortsighted capitalist seli-inter-
est. .

Indeed, in the current {ssue of Foreign Affairs, the
lsading Italian industialist, Agnelli, chair-
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man of Fiat and former chairman of the Italian Fed-
eration of Industry, quotes the declaration of L.B.
Kamenev, a former high Soviet official, made in
March 1921. He sald: “‘We are convinced that {oreign
capitalists, who will be obliged to work on the terms
we offer them, will dig their own grave. Foreign
capital will fulfiil the role Marx predicted for it. With
every additivnal shovel of coal, with every additional
Ioad of oil that we in Russia obtain, through the help
of foreign techniques, capital wili be digging its
grave.” Aud Lenin sald, in a famous remark, that
capltalists would even sell Communisis the rope with
which to hang them.

Nevertheless, Mr. Agnelli disagrees with such
emotive pronouncements, which he thinks pro-trade
Communist leaders made to silence their hard-line
critics. He warns that the United States and the West
are facing particularly hard times. “Détente be-
tween the superpowers has come 1o a standstill,” he
says. ‘‘World peace is in jeopardy and mistakes now
can be more hazardous than ever before.’”

Mr. Agnelli does not put all the blame on recent ac-
tions of the Carter Administration. On the contrary,
he suggests that the most serious mistake was the

N

decision of the United States and Japan not 1o cooper-
ate with the Soviet Uniun in the deyglopment of the

large potential oil and gas fields of eastern Siberia,

especially in the Yakuisk afea. The Siberia deal, he
notes, hung fire through the mid-1970's but was fi-
nally allowed to lapse for fear that it would disturb
the growth of ties with China and increase Soviet
military potential. ’

in his moving new book, ‘‘Of Blood and Hope,”
Samuel Pisar, an international lawyer and former
United States economic counselor, shares Mr. Agnel-
Ii's view that the failure of the United States-Soviet
oil and gas deal was a great opportunity lost for
world peace. Mr. Pisar, who survived the Nazi mur-
der camps of Treblinka and Auschwitz as a boy, in-
veighs against the arms race. He s without {llusions
about the repressive cruelty of the Soviet system.
But he says that Soviet (rade with the United States
and the West, and Soviet economic and technological
development, are the only feasible alternatives to the
increasing danger of military confrontation.

L L4 @

He contends that the opposite policy of trying to
block Soviet economic advance is sharply counter to
Western interests. This is particularly true in ener-
gY, he says, because such a policy would force the
Russians and their satellites to look to the world oil
market. That additional pressure on the market, he
adds, would aggravate economic conditions in the
West. '“Any policy that seeks o reduce the Soviet
Union's access to energy at home,"" he says, “‘pract-
cally invites the Red Army to the Persian Gulf and
constitutes an added danger to our security and our
welfare.”’

He says that the hope that the United States can
outspend, outbuild and outresearch the Russians on
military hardware and nuclear technology is both ex-
tremely costly to the American economy and vain -’
likely to create greater Soviet paranoia.

Curiously enough, American electoral politics is
having a contradictory effect: exacerbating tensions
with the Soviet Union, especially over Afghanistan,
but the United States back toward economic
détente with the Russians,
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WWILUMMIINS
Specisl o The Now York Times .
SPRINGHELD 1118 .Au. lz--Amood

of frustration 'and

State Fair-

du-lo;onm the
-m‘fmmmm
wives cluster around displays of tractors
and combines and watch the cattle, hogs
and sheep they have brought to compete

E

:mmthnmoodunommml’

that President Carter must overcome if

ment of the electorate.
Mﬂu.nhmbuelmmyun
mmummnmn:muum
l&mﬂocnma‘:: O'mln
R ts ve
{ 88t up their texis neay where farm-
jers to watch races, rooster-

t.hl rewasst
for the President from farmers But
some farmers told a different story. -

C. P. Davis, who had dropped in to pick
up one of the free shopping bags Mr.
Strode was out, said: “I'm going
to be voting for some Democrats, but Mr,
Carter is not one of them."”

Outside, on the street leading to the
' machinesy displays where the Governor
beld his bill-signing ceremoney, Lloyd
Leach, & farmer waiting with his neigh-
bors, Dorritt and Margaret Sharp, said of
Mr. Carter: I heiped put him in there,
Andnowlmgemgwhelppuxhimom "
His neighbors seconded his view.

Erosion of Bive-Collar Support
Central iliinois has never been strong

wdhhpanyhadheenmahnﬁgalns

here. But some politicians believe that
Mr. Carurmunholdhbmlnau

hb\oholdhtsmm-nimmmnp- and

"

At the same tirhe, Mr. Carter promised

to buy and take other steps to make
sure that farmers would not besr the
bnmtofhlsreulmorymove {

Steps Termed Too Restrained

beans, and the Administration encour-

thelrgnln But farm-
ers here mtu?et;t such stepc were too

rt | restrained, and note that, by April, grain
prices were off 30 to 40 cents & bushel.
Then came rising interest rates, along
with rising costs of suppiles. Several
farmers here said they were stili facing
repayment of loans obtained at interest

fertilizer and fuel, two of their principal

than they were a year ago.

And then they were beset by a drought
that has devastated crops on many farms
in this ares. Al conditions are bet-
ter in other parts of the state, field after
field alov%eathe 35-mile stretch between
here and tur is covered by stubby,
barren stalks, many no more than waist
high. Normally, in this region of usuall
reliable rainfall, there would be I
stands of comn.

The farmers do not blame the Presi-

dent for the dmugt bt neither do they
give him credit for a recent rebound in

"~ prices. Mr. Carter’s recent action in-
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cost items, were about 30 percent higher || body but

No Grain Left to Sell

Because of the drought and predictions
of a short crop, corn prices are now about

‘I $1 a bushel higher than they were last

spring, but many farmers here said they
had no grain left to sell. Meanwhile, the
d ¢t is ed to curtail future
benefits from the price rise.

‘“That’s all very well for farmers with
ln to sell,”’ said David Washburm. °

els, down sharply because of the
from its prediction last month of 7.2
lion bushels.

about is the embargo on grain sales to the
Soviet Union. Many contend that the em-

e

vlere equally med 1o the
It was an unscientific sam-
plin‘, but ‘the views of dozens of farmers
mcwmendherevaﬂedmue
'Dn‘tunldnuodto'

“1'm a Democrat and | voted for him,”

said young Ken Dodd, recalli thatMr
Carter, in a speech in lowa
had taken a stand tsuchem

ago,
bs “Blnlwon'tdoztlgaln I don’t
“His lnin embnrgo didn’t hurt any-
the farmers,” said Merle Ridge- |
{ly. 8 farmer from lndiana “He didn't
[keep any other country from selling tothe |
[Russians like he said. They got all the

at)hey wanted, but my lncome ls

l ””

Still, it was clear that many of the
farmers were not enthusiastic about their
alternatives. Most of the dozens inier-
viewed here seid they would support Mr.
Reapn but severa! said they wouid do so

uctantly.
“l don't like Caner." uid Steve lﬂcks
il oo ool
heN. “!ul i du't M care

rates of about 18 percent, while costs of | ke

F""

creasing price for corn and 80y~

henns theyny had little effect be- ||
.gun prices have already risen

nhove ottheprtoeumm

3

1 | had to sell mine last spring to pay oﬂ |
; dum'pefomlanudgetcmdit for another |

In 'ita latest report, issued yesterday, |

- | the Agriculture Department projected & |
national corn harvest of 6.6 billion buah- |

What farmers here sre most bitter |

|
|
l
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'McGovern Advises Carter
| To Drop Grain Curbs

‘ By the dsuorinyss Pregs
j  semater George MoGovern bas advised
; President Carter (o ahandou his Creriail
;?{sa%i of grain shipments to the Sovie:
WEROT &5 8 means of restoring his nobu.
!Lgmy with farmers, the SG’QSUz D:;gt;i
¢ i)em;x:m{ said vesterday.
[ JAppearing on the CBS News PrURram
Face the Nation,” Senaroy MoGovem
l said that he told Mr. Carterina telephone
 conversatipn jast We day. T wonld
The 2 ot easier for those of 68 ranmng.n
{the agricullural peris of COUBLTY,
twhich 1 an Dmportant part of this elec

Her gave no inmadiate
wouid drop the policy,
! e was monioring i
fiy that

aisome vtage he would' can
The Senator, the unsuco
teratic Presidential nomifiee in 1972, said
e export policy, wmposed afier the
- 4 Boviet Union sent (roops o Alghanistan,
{“has besn & disaster for the farmers of
| this cousttry, and § don’t think i6s hurt the
! Soviets very much.
EoMr MoGovern faves 2 osenoty ohe
fenge from Jaraes Abdnor, a Repulbtic
fuz the Senate seat he has held since 1962,

,‘.t. -
Wi e
187

¢
!
H
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Bergland Finds
Carter Gaining

- Farmer Support
Record Exports and Loans

Said te Offset Embargo

By SETH S, KING
Specisito The New York Times

WASHINGTON, Sept. 12 — Two of
President Carter's agricultural pro-
grams, the farmer-owned grain reserve
and the drive to expand farm-export mar-
kets, have been successful enough o off-
set the political damage Mr. Carter suf-
feved from the embango on grain sules o
the Soviet Union, according to Bob Berg.
land, the Secretary of Agriculture.

In an interview this week in his office,
Mr. Bergland said that Carter tacticians
helieved the farm wole in five large
states, Texas, Missouri, Iiinois, Ohio and
Michigan, could be shifted to Mr. Carter.
That vote would be large enough, he con-
tended, te decide the outcome of a close
race with Ronald Reapan, the Republi-
can nomines.

in 11 other states ~ lowa, Minnesota,
Wisconsin, Arkansas, Okiahorna, Tennes-
see, Kentucky, North and South Carolina, |
Atabama and Georgia - there is a rural |
swing voie that Mr. Bergland said he be-|
tieved would go to Mr, Carter and wotld|
be a decisive factor in the President’si
favor. ‘

Unider Mr. Carter’s major agricultural
innovation, the grain reserve program, a
farmer is given a loan and paid a storage
fee to hold wheat and corn off the market
until prices rise (o prescribed levels.
Then he must sell the grain and repay the

faan.
‘Super’ Rating From Seme

“i've talked to farmers in fowa whe
think the reserve is super,” Mr. Bergland
saig. “It’s enabled them to hold las
vear's corn end wait until prices have
risen before selling . There are dainy
farmers in upstate New York who've tok
me the reserve has given them the
chance 10 buy feed grains at prices thai
ane higher than last vear's but with an as
sured supply at prices that
through the ceiling as they
without it.*

Mr. Bergland acknowlcdged that the
President’s curtailmeni of grate sales 1o
the Soviet Union following the Soviet in-
cursion in Alghanistan last winier had
angered many farmers and had hurt Mr.
Carter politically

9/13/80,

“This may come ab 4 surprise,’” he
added. “The Republ:cans, I thank, huve
Ibadly nusjudged the politics of the issue.
£ I The farmers want the President (o be

'{firm with the Russians. The Republicans
are making a big mistake in trymg ©
keep this issue ajive.” _

Texas was crucial ic Mr. Carter’s vic-
tory in 1976 and it wil? be again this year,
the Agriculture Secretary said.

Restader on High Prices

“Certainly there are a lot of conserva.
@ |ltive farmers in that state,” he went on.
| Byt we'll be reminding them that they
are enjoying some of the highest prices
for their cotton any of them £an remen:-
ber. They know that this is largely due to
the big leap in cotion exports and they
also know that this is no accident, that
this Administration has heiped stimulate
that export buying.

Mr.xg:rg!and‘s estimate of the benetiis
the President might receive from a Swing
in the farm vote was not shared by those
in polinical circles in Jowa.

The jatest fowa Poi, conducted Aug. 3t
by The Des Malnes Register and Tribune
among farmers ané small town business-
men, indicated that the President wis
running behind Mr. Reagan by 3t I But ‘
Glen Roberts, the pofl's director, said
1that margin might be much narmower
i aiter a poil is taken jater this momh.

I “It's been pretty fashonable to be op-
Bob W | posed to Carter because of the embargo.” |
it he noted that farm exporis were

he said in 4 telephone interview. ;:Bv.‘:t xE.'E
now setting a record in volume corn should get as high ag $4 per bushed, !
as new fg’r‘;ign cusmme‘;ﬁ \ve:c'amg‘ as some farmers think, there could be 2
ce the Russians. ' change in attimdes.?Many f‘swa iez{rmers H
r. Bergiand said that the prices that | don't like & change {rom a known factor, |
farmers afel' now getting for .ﬁeﬁ w;};:g {like Carter, 16 t;!'ze uIREROWD whgn}hmgs i
and corn were at least $1 per bushe! high. | #¢ BOIE wall,” Cnen is aow seliing at|
er, representing an increase of 25 to 30/ More than §3 a bushel. bl
percent, than they were at the time the | Rick Morsin, publisher of The Jeffer-
embargo was imposed, lison (lowa) Bee and Hemm},1 a (f{&rcer:c
Part i . || County Republican sfficial whose {amity,
dmghto' &isamx::;g;’hmasu\:mg:"i’: | owns lands in this gramn-rich area, said he |
sisted that the major factor in the grain
price rises was the record level of grain |

v

believed that the embarge was dying as i
an issue among iowa farnxa(iﬁ. . !
5 3 ; “But that doesa’t mean Carter will be
fn’\‘e’:ﬁ;‘r}ﬁ"’” Comtiies Wit followed { helped here,”” he saig. “T he‘:e's no entha-
“Those o F 5 ; 1 siasm for him arcund here, Yin can coum
muluﬁg ﬁﬁem;gf,f?ﬁi,i’{dtiﬂi,’:a‘ﬁ just so far on a farm votes for ecanomnd
nism m,- theembargo,” he said B0 | reasons. When conditions are improving |
Recent pri:srately 'omductéd polis for farmers, thev'il often be more infiu-
among farmers in California and Mis. | enced by ather faceors and ynost of them
sour) indicate that more than 55 percent | do not tike Mr. Carter. The Democrats
of those gquestioned now supwp; the{ V¢ heard from lately are _mliung ahout |
President on the embargo question, Mr | SuPPOFing John Anderson.
Bergland said. o s— mph
]

now would b&;w_ o
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Senate Acts to Halt
Embargo on Grain

By MARIORIE HUNTER

Spectal Lo The New York Times
WASHINGTON, Sept. 26 — The Sen-
ate voted today o bleck ftunds for
President Carier’s grain embargs, 4
measure that would halt the eight.
month-old curtaiiment of grain sales to
the Soviel Union.

The action angered President Car-
ter. At & White House briefing late
today, his press secretary, Jody Pow-
ell, called ¢he step "‘a clear mistake.”
He said the embarge was having an ef-
fect on: the Russians and was not hurt.
ing American farmers, “If you want to
1alk tc someone who welcomes the
vote, [ suggest you speak o a spokes-
man for the Soviet Embassy,”” Mr.
Poweli said.

Senator John Melcher, Democrat of
Montanz who voted (o lift the embarge.
termeé Mr. Powell's statement “a
pious announcement,”” adding: “‘Jody
can pat the best face on it he wants io
for President Carter, but the fact is
that e embargo hasn't washed with
our farmers.””

During the debate, Senator Adlai E.
Stevenson, Democrat of illinois, gues-
tioned the effectiveness of the embar-
go. Its real cost, he said, has been “‘a
weak dollar, 3 chronic trade delicit,
inflation and economic stagnation.”’

However, saying that ““one mistake
does not deserve another,” Mr. Steven-
son urged defeat of the move to end the
embargo. It would humiliate the na-
tion and embarrass its President,” he
said.

With a handful of farm.state Demo-
crats joining & majority of Senate Re-
publicans, the action o hait the em-
bargo was attached to a bill appropriat-
ing $ billion for the Departments of
State, Justice and Commerce.

Eftort Rejected by House

1t is unlikely, however, that the re-
strictive amendment, which would end
the embargo, would ever become law.
The House in July decisively rejected
similar efforts toend it.

The Senate proposai is likely o be
dropped in rence. If it is not, Rep-
resentative Peter A, Pevser, Democrat
of Westchester, said that he wouid seek
to have that part of the conierence re-
port rejected by the full House.

“We had the votes before, and we can
zet them agamn,” Mr. Peyser said.
Wwith Congress prepared 1o recess
! Thursday for almaost six weeks, 10
is improbabie that a Senate-House cor.-
ference would be heid before then.

The restriction on funding & continw
aton of the embarge was aimed at the
Department of Comamerce, which has
responsibility for enforcing trade sus-
pensions by withhoiding export M-
censes. ;

While it is unclear exactly how such s
restriction would affect the embargs, i
would appear to withhold funding for
Commerce workers who pass upon ex.
port licenses.

Embargo Ordered In January

The partial embargo on grain sales '

tc the Soviet Urnion was ordered las:
Jan. 4 by President Carter tc protest
the Soviet Union’s military interven

© tiomin Afghanistan.

Not affected by the embargs were 8
million metric tons of grain guaranteed
by a five-year trade zagreemen? be.
tween the two countries. The Soviet
Union has purchased about half of that
ameount so far.

Farmers in grain states have com-
plained that the embargo has cost them
many millions of dollars in lost sales,
despite the Department of Agricul-
ture’s expenditure of nearly $2 biliion
totake off the market the grain not sent
tothe Russians. )

Furthermore, noting that there is no
across-the-board embargo on United

States exports to Russia, farmers say .

they are being singled out to bear the
full brumt of American retsliation
against the Soviet Union. Republicans,
at their national convention in July, in-
ciuded in their platform a demand for
an immediate end to the embarge.

The amendment on the embargo was
offered in the Senate by Larry Pressl
er, Republican of South Dakota. It was
first rejected by a vote of 41 to 40. How-
ever, after a series of procedural
maneuvers, the Senate agreed, by 43 t¢
39, to reconsider the amendment. The
Sengte then approved the amernidment
by voice vote.

T the key recorded vote by which
the Senate agreed to reconsider, il

Democrats joined 32 Republicans in -

voting yes. Voling against were 3¢
Democrats and three Republicans.

" PRESERVATION COPY
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The Grain Embargo

By ROBERT L. PAARLBERG

THE urge to teach sorneone a lesson

seldom inspires sound policy The

lessons learned are too ofien one's
own. So it is with President Carter's
1980 grain embargo. Soviet food sup-
plies have been little affected. United
States illusions about its own “food
power’’ have been properly dispeiled.

The idea of United States food power
over the Soviet Union was an inevitable
diplomatic byproduct of United States
grain sales to the Soviet Union, which
had grown very large over the past dx-
ade, seemingly in proportion to large
and growing Soviet needs. The Presi
dent finally decided (o use this putative
poweron Jan. 4. . ..

In most respects, circumsiances in
January 1380 seemed tajior-made for a
high measure of success. Because of
very dry weather early in 1878, that
year's Soviel grain narvest had fallen
48 miliion tons (2! percent) short of
production targets

Te prevent a severs reduciion in the
size of its livestock herds, the Soviet
Unton had made plans, in October, 1o
import an-ail-time record guantity of
grawn, 35 miliion toms, in the next 12
manths.

By far the largest share of these an-
ticipated grain imports (about 25 mil-
iton tons, or neariy three-guarters of
the total) were 10 be supplied by the
United States, which had just com-
pleted a bountiful harvest.

Meanwhile, owing to record demand,
4 poor harvest and transport botile-
necks throughout much of the rest of
the worid's grain trading system,
major suppiters other than the United
States were less prepared than usual (o
assist in mesting Soviet needs. If the
Sowviet. Linion: would ever be vulnerable
to United States food power, this
seemed the time.

Yet a closer look at the situation —
and at history — might have suggested
that, whenever food experts are manip-
ulated in pursuit of noncommercial ab-
jectives, the odds are stacked heavily
against success. This is because any ef-
fective exercise of food power requires
an unbroken chain of favorable devel-
opments, in three distinct arenas, all at
the same time.

First, within the political system of
the nation seeking to exercise food

power (in this case, the United States),

foreign policy officials must be able (¢
maintain contrel ever the volume and
over the direction of their own jced ex-
ports. This is no simple task in the
United States, which has ne govem
ment grain marketing board, and
where powerful producer and rade
groups have traditionally resisied gob

erpment restriciions on GVerseas saiss

Second, within the tounds of the in-
ternational food trading system:, oiher
countries and transnational corpora-
nons must be prevented from “leak
ing”” embargoed United States gramn
into the target nation, through trans
shipment or deception. Orher food-ex.
porting countries must also be dis
suaded from expanding or redirecting
their own foud exports to replate 2ni
pargoed United States food sales (o ihe
targes country.

Tiord, within the politicai and eco
agmic systern of the target nation {in
this case, the Soviet Union). the ip-
tended reduction in food mpores must
be gdeguale  and  eppropriafe 1o
produce the desired effect

Like & three.inksd chain, the Pres
dent's 1980 grain embargo had to hold
at each of these points, if it was 10 hold
over ali. An embargo that {ails at any
one of the three will fail altogether.

As might have been expectied, the
President's embargoe dud enjoy some
initial success at Point One, when fur
several months it received broad-based
political support within the United
States.

But this temporary SuCCess was pos-
sible only at a growing cost 10 taxpay
ers, and also, in part, because the em-
bargo was simultaneously breaking
down at Poiat Two, within the interna-
tiona! grain trading sysiem. There the
embargo has set off a signuficant ex-
pansion ol Soviet graia imporis from
nations other than the United States

Speculating a bit, even if the em-
bargo had somehow managed ¢ suc-
ceed at both Point One and Two, o
would probably have failed at Pow
Three, within the Soviet Union,

Robert L. Paariberg s assistant pro-
fessor of politicai science at Weillesies
College, and research associate ai the
Harvard University Center for Intemna-
tional Affairs The above ariicle wag
excerpted from the Fall (950 issue of
Foreipn Affairs. The emborgoe waos
itfted by President Carter on Friday
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Reagan Suggests Ban on Soviet Tragif;

By HOWELL RAINES

Spaciad 5 The New York Times
COLUMEBUS, Miss.,, Oct, 22 « Even
while that President Carter haw
created & “s of him ag & war-

." Ronsld todey repeated
his w increase mititary spending
and agserted that & total quarantine on
trade was & very viable option” in deal-
mggth the Sovist Union.

Republican Presidential candi-
date's remarks refiected the conflict be-
"tw;m hhhenatﬁoml_ and w&?al strate-

as cRInpaigned y through
three closely centested Southern gtates in
which Reagan campaign sirategisis be-
lieve he can upset Mr. Carter,
Nutionglly, the Reagen strategy i o

shify the cammifn di back to Mr.
Carter's econoraic record and away from

what Mr, Resgan called the *‘wer and
peace” issue and the question of the 82
American hostages in Iran. But Mr. Ree-!
fm's political gdvisers also sald they be.
jeve that national defense {s stili & cut-
ting issue in Fiorida, Mississippi and
Louisiana, stater in which Mr. Reagun i3
nuemdpeung ta make 8 fatal cut into the
President's Southern base. ¢
Emndorsement of Charies Evers

So Mr. Reagan coupled his complaints
aboui Mr. Carter’s camipaign tacties with
some of his most bellicose language in|
several weeks. At Bossier City, La., this|
morning, he seid, after pledging to cut!
taxes; “Now let ime be completely hoaest
with you, Also included in this program s
an increase in spemiing for nationai de-
fense to restore cur margin of safety.
Yes, to butid those bombers. Yes, to do
the things we have (o do in equipiment.””

Upon arriving here after campaigning
in Bossier City, Mr. Resgan was en-
dorsed Chariez Evers, the black
mayor of Fayette, #Miss. Mr. Evers, &

maverick Democrat who refused to sup.

, 10/23/80, Pg.B12

port Mr. Carter in 197 and oncs
promoted George C, Waliace, the former

tionist mor of Alabams, as
8 Vice-Presidential candidate, sald he
was attracted by Mr. Reagan's economic

p .
mr receiving the endorsement, Mr.
Reagan visited eli-white Missizsipm
Sheriffs’ Boye and Girls Ranch near Co-
humbas. Cletus Metzger, board chafrman
of the institution for homeless chiidren,
said the ranch had a nondiscriminatory
policy and planned to bulld 2 separate
residence for biack children. Anothsr of.
fictal sald, howsver, that thers were no!

s"uth pi;na. »
yn Nofziger, Mr. Reagan's press sec.
rotary, ssid he was under the impression

that black children lived at the ranch be-
cause black children were in the group
thigs greeed Mr, Keugan today.

Despite such developmenis aod the!
sharpness of Mr. Reagan's ailacks on|
Mr. Carter, the attention of Mr. Reagan’s|
stat? has clearly shifted towand his de
bate with Mr. Carter asxt Tuesday, Mr.
Reagan will return to Wa;htr tomor-
ow o it preparing for ihe meet
that his advisers are convincsd wili g‘e‘&
cide the outcome on Nov, 4,

“There's an hour and & half ledt in the
campaign,” asserted one top aide, refer-
ring to the length of the debate,

View of Undecided Vote ss Frozen

Mr. Reggan's aides said they believed
that the anncuncement of the debate has
frozen the undecided vote thar, Mr. Rea.
gan seid loday, represents the “‘impon.
derable’’ eiement in the contes:.

“You look over at that third column,
and thet's the smoking gun,” My, Reagan
said in g0 interview with Cable News Net-

work today, a reference 10 the “undecid- | 3%

ed’’ column in the campaign polis.
Reflecting his stafl's increasing nerv-

ousness about an “October surprise” that |

woald fres the portages 1o Mr.
poittical benefit, Br. ¥ragan

uft repeniing bis stardar
amt he has undisclosed ideas aboul how
to resoive the crisis,

arier s
wiwed
¢ mLatemneny

He sald he had resched this decision be-

cause his rexaarks had basn kened by
members of the medie 1 Regges having
a secret plas.” He said, "It gounds very
reminiscen: of Mr. Mixon having e secre!
plan o end the war in Viemam, which §
don’t think he ever said.”

Garnin Embargs Assaiied as Unfair

Mr. Reagan's suggestion of a nto)

s

one to voluntess,” he 8816,
tevest of national security, we wers
forced Lo ssy some day 10 the Sovier
Union, ‘That’s alf, queraniine, no trade,
we're golng tc have no mors rade with
you untll you do such-and-such or so-end.
”'5 12

trade embarge ggainst e Soviet Unlon
came 38 he reaffirmed niz standssd oriti-
cism that My, Carter's embargs on grelo
sates o the Russian was an vnfalr hard

ship to the American farmers,

7 think the farmer woaid be the tirst
i, i the -

He added that as an silernaiive w

armed force anembargs “'ooidd be a very
visble option, bacausze I think the Soviet
Uniun has 6 certain dependence now on
{ things it obtains from this couniry,””

Mr. Reagan said @ guaraniine might be

used i reg
sfon that threatened ouwr nations! secur-
ty, such a8 & move in the Persjan Gaif or

sumething.”’

Nse Lo '‘some Kind of aggres-

1l tell you where the ides came from

L
@

- 1838, Mr. Reagan continued, recall
that President Roosevell had propos
such a
VANG A

move against Nazi Sermany.
time he was blasted that this
¢ warmOngering, 1o sugges!
g ¥ think if vou ook back in
we'd bave o say thal had we
ihere might nol have been a

5 BOIOL

Waorld Wear ).
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Washington POST,

508 (3. ]
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: HISYEARcould well tumoutfobeanaceed

ingly bad ane for the world food supply. (Just to
from getting too easy,

m nx{lﬁomJulytoJune,qothat“thmyear’
. in June 1981.) The latest evidence comes from
«may unusually self-critical speech delivered by Presi-
ident Brezhnev to the party’s Central Committee in
;:;ly this week. Without being specific, Brezhnev

mncellod aﬂ m export contracts fdr the yam:. ;
'l‘hxsnmll gmupoffourcountrm exhausts the list
w:;?or xramexpormm nations. Americans, abcus-
to an abundant and reliable domestic food
“pupply, find it hard to remember the extent to which
~they enjoy & > situation. Just before World
- War 11 every c t except Western Europe ex-
grain, but teday only North America is & net
upat& 'I’he United Statu alone produces eo p-r-

cent ’ot-the?’world supply ol” expomd

' agricultural years-
; poimeide with heither'the calendar year nor the fiscal
- power. Brezhnev’s speech underscorés the point. De-

~harvest would fall far
on tons. How far below n“]m ededs 0 stplain
' 8 why meat supplies ort and how
, ;]ughpzﬁlnhythe t attaches to improving |

10/23/80, Editorial, Pg.Al8

, domi-

the world grain market far more vilyﬂnn'
8. Arabig dontinates world oil trade.

This control of the market brings with it enormaus

spite the assertions to the contrary by everyone from
Sen.KmnodytoGov Reagantoannmmﬁarmm

year, the U.S. grain em has
,--;,had ana#ect. %esmu are feeling the pinch and,
 fearful of a replay of the Polish food riots, the leader-

ship has felt it necessary to try to explain to the Rus-

icultural sector.

--3owlylpwlevols.lnhadyears such as this

to be, even that option may be closed. It should
really have been obvious all along. When the Soviet

“Union entered the international a&:‘ne market in

1972, it did not willingly choose to pendent on

v :)?h prmc]pal adversary it simply discovered that no

n of suppliers could fill its needs. In

“this connection, Mr. Carter—and John Anderson,

who has alone among other candidates supported the
‘embargo—was right.
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In a World Short of Grain, to
Have Plenty Is a Mixed Blessing

By SETH §. KING

WASHINGTON — Because 1880 has been a bad year in
many large grain producing countries, the world’s supply of
cereals is now the tightest since 1974. It is a situation that
both increases President-elect Ronald Resgan's opportuni.
ties for vsing American food as & diplomatic tool and height-
ens the risk of doing 80.

The ent of Agriculture forecssts that nearly
1.43 billion metric tons of grain will be harvested woridwide
this yeai. Although this is roughly the size of last year's har-
vest, the world’s needs are much greater, eapecially for feed
grains that sustain meat supplies.

The United States, Canada and France, three of only
five countries that export wheat in any significant quanti-
ties, have produced unusually large crops. But droughts
have sharply reduced yields in Austrailia and Argentina, the
other two large-scaie wheat exporters.

In the United States, which exports nearly three times
as much feed grain as all other exporting countries com-
bined, late summer dryness cut the 1580 corn crop by 17 per-
cent. And thiy country’s crop of soybeans, which yield both
food oil and high protein animal feed, was down 22 percent.

For the second consscutive year, heavy rains have im-
peded graln hervests in the Soviet Union and Eastern Eu.
rope. The Russians, who in good years often help offset food
deficiencles among their ciosest peighbors, are now ex.
pecied (¢ harvest less than 182 miilion tons. This would be
about 8s bad as last vear's crop, the worst since the disas-
trous weather year of 1974,

in Poland, where food shortages have contributed to the

(i billions of metric tung)

197071 197273

World grain stocks**
(in milicns of metric tans)

b4 .'.2’,‘., i
1370_71 T 1972-73

15
Fat times and lean e
World grain production™* 15

Reserves ere shrinking

0
1976-7%

estimale
- ieipdes WHEE! COBTIE GTRMT BNC ilec TICe

current unrest ameng workers, there is no jonger ensugh
pork and poultry to export and garn hard currency needed to
help pay off the country's debts. The United States Depant.-
ment of Agriculture reported eariler tids month that Poland
would need {0 import an additional 8 miltien tons of grain o
feed its own peopie and malntain 15 livestock breeding
herds.

American Graln for Forslgn Larders

And the United Netions Food and Agricuiture Organiza-
tion hes warned that before the grain harvests begln next
sumrner, globai food stocks would be down 5 14 percent of
world consumpiion. “This would be drastically beiow the 17
to I8 percent that we estimate to be (he minimurn reguired
tor world food security,’’ the agency declarsd.

The tightness of worid grain stoct:.. alveady has touched
ofi a scramble by importing counsries for the available
grain. The Agriculture Departmen: noted lag: week that
twoethinds of the wheat the United S1ates erpects 10 export
jn the 198081 crup year hed eiready been ovdered or
shipped.

Despite 1is reduced corn and saybean crops, the United
States now has encugh grain in storage (© meel domesiic
needs and continue to export record smounts. Bt this com.
parative plenty poses several guestions.

For one, will Mr. Resgan continue o1 thoresse cmﬂ‘m
and specinl aid avaiieble under Public Law
ing countries that desperately need American
and cooking oii? In the coming year, abuut
been allocated for Public Law 48% credite
Egypt, this country's best friend in the Ara
receive pearly a third of this aid. Omer g

197677 137878 L 1

197877 187878

Source ugg‘umd‘w@’
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aries are Indonesia, Pakistan and South Korea, as well as
the Sudan and Bangladesh. Some of these countries could

ly buy some other food elsewhere. Some could not
But these ailocations are on a dollar basis. With gram
prices rising, the recipients cannot buy as much.

Last year, Iran was forced to import nearly 2 mullion
tons of wheat and rice, with most of the wheat coming
from Australia. If the American hostages are rejeased
and if Iran has no other hardlcurrency with which to buy
Australia’s scarce expurtable wheat, would the United
States be willing to again sell grain 1o Iran?

: Poland has asked Washington for credit with which
to buy $800 million worth of American grain. This was a |
. ) sharp increase over the $870 milhion
o _ President Carter has said would be
available 1o Warsaw
would Mr. Reagan agree 1o provide |
all these credits to a Communist Coui-
~tyy already heavily in debt to the
West? Or would he risk denying these
funds for food and increase worker un-
rest that might result in 2 Soviet

During the Nixon and Ford Adminis-
trations, Secretary of State Henry Kis-
singer used Public Law 480 funds to en-
courage this country’s friends to re. .
rain faithful allies.

But employing food as a diplomatic
or economic weapon can sometimes
have political repercussions on the
home front. American farmers are al-
most universally opposed to any at.
tempts by Washington to disrupt sales
of their corn, wheat and soybeans
abroad.

They have never forgiven Mr. Car-
ter for halting exports to the Soviet
Union after the invasion of Afghani-
stan. (That was one reason farmers
voted against him in such overwhelm-
ing numberson Election Day.)

[V

1 Nor did they ever forgive Presidents
| Nixon or Ford for haiting ali ship-
| ments of soybeans and corn in 1973 and
in 1975, when worid shortages of those

crackdown?

Earlier this year, after President
Carter cut off further shipments of |
United States grain to the Soviet
Unicn, the Russians managed to buy,
from other exporters, most of the

|
§
i
?
4
i

wheat and feed grains they reguired
for meat production. In Oftawa
Friday, an official said Canada was

SG

dropping out of the American-led

' Haves and have-nots

' grain embargo because it was losing
100 much export business.

Analysts in the Department of Agri- Total cereal grains in 1980-81° ¢ mitfions of metric tons)
culture now maintain that Russia will . Production éam i ——
not be able to find sufficient feed grain = | Developed cou - umption ORTS T
in 1881, even though the United States e ——— co '.“ﬂ.'. ; MINUS | PLUS
already has sold the Russians the 8 iinfed States P88 . 4732 ;
million tons due in the final year of the | -
bilateral grain trade agreement. Mr.| Canads L4902 238
Reagan has said he would end the em- S AP
e ciows, B Id he| 20 B2

e , how much more would he : ;
aliow the Russians to buy? l i REs: s
R & % ¢ 2.4
Delicate Balances e

The American grain not shipped to R ; 6.8 8.1
Russia this year has been sold to other &~ /&!ZOM . ' '
customers. Which of these would Mr. § SRS AN R 188 87
Reagan risk shorting — and offending | Centraily planned economies
—next year to sell more to Russia? | TSR R T e

ﬁ ir:' he agmedl to let the Sovier §.  EastomEurope 95.8 1078
3 ave all it wanted from the ! S ad pa SRR AN
United States, would fe be willng to Sovied Union 186.0 2150
risk the Russians buying up and con- §  GOhing ; R R
trolling most of this country’s rémain. 2288 2438
ing grain reserves, with world prices D.vglopl
then soaring upward? e ng SR

In the past Presidents have tried, Central America/Mexice 202 = 284
with mixed results, to make diplo- - :

I:atic points with implied or real Veneauela 18 a7
threats to withhold American exports. | Brazh :
Umndfhr an b:me?::em to Public Law §.. %01 : 384
at bars asgsistance to any § ‘ﬁm' . .
country that routinely trampies upon fre—esuimm 267 . 115
its citizens’ human rights, the Carter | = Cther South America ST 1.8
Administration secured indirect prom- T v
io-:ol better behavior from Indonesia North Atfica/Middle Bast - 53.8 787
I O o ContralAfica 218 . 287
Enst Africa 108 122
South Agia 140.8 1440
Southeast Asia $30.2 288
East Asia 388 58.7
Rast of world - 5.8 75
> gstimate
tdiffersnca betwaen imports and exports including drawings an stock
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By Dan Morgan
: Wusnmgwn voswmlm’rmr
Premdent-alect Ronald Reagans
: | pledgéto end the partial
grain embmgo against the Soviet Union
won't be redeemed without a etu'eiul
; evaluahon

“Before his electum last l‘uesday, ;

Reagan said that the partial embargo
imposed by President Carter last Jan,

4 in retaliation for the Soviet invasion

of Afghanistan “should be ended” be~
cause it *has hurt farmers and has ac-
complished little or nothing”

But US. grain exports have 'been :

rupning at ‘record levels this year de:
spite-the sabargo, andsome US. an-=
alysts now say that the partial embaggo
will ‘have a severe impact on Saviet .

meat supplies and livestock inventories
GVEr the next 12 months.

Re '.an to Review His l’ledge
- To End Sovnet Grcun

,f"',rgo

Reagan: udvusers say a careful study
of the Russiab food - situation, world
grain auppifes and political factors

. would be in line. with Reagan’s pro-

fessed desire to acquaint himself with
the facts rather than hastily redeem
puimuses madle in t.he heat of the cam-
algh

The aides decline o be drawn into
predictions. about what the pfemdent
elect will do, and they say there is no
indication that he has backed away
“from his position. Bui they also deny
that the president-elect ever promised
any “unilateral concessions,” m}d they
* acknowledge that a-number of specific
- developments in the world grain mar-
kets in recent weeks require evaluation.

These include a major speech hy

President Leonid I. Brezhnev admitting

See EMBARGO. A4, Col. 1
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. EMBARGO, From Al
tbtt ghr Soviet Union is a sevem
wal crisis, a new long
b
Yake -up some
e e
m tightening. wor
af‘;zn' ‘harvest itv Argentina and po-
< Titieal lopments in Bnland mlah!l
: (of lems.
Rep. I’eter A. Pevser (D-N Y) who
Xl efforis' in the House to
mt off funds for maintaining the em-
hmm has called on Reagan to “back
i);& Peyser said that lifting the pamal
nhargs now would send a
bl’ weakness to the Soviet Union..
Noting that the Carter admmntu
tz«m also responded to the invasion of

',-ff,_li‘dd'l ;l) register for the d

Peyser said lifting the grain emhamo
‘wintkl “send 2 message to the young:
‘eonle of this country that while Uncle
Earn i i ready to send them 1o war' to
déter .8
i!' fhe | gre: thete,”

"The, ment of Agmaﬂxu’n di-
réﬁ.tt of ommmhx. Howard: W. Hjort,

with a hill to nqutreg&'

aayS'the&metxmm deep trouble ag-
rlqﬂtum" Hijort said that rhemur‘ntc

put out by Re-

pu by
m&ﬂw‘:n}ghm and by spokesinen

Initial U.S, ostimates suggesting that

the Boviet Union would harvest about

215 million tons of grain this year have
been pared to aragind 180 million tons

as ‘a result of extremely wet weather,

ﬂoodfm and a lack of sunshine in So-
" viet 'grain-growing regions, "Phus, for

the second. year in a row the Soviet

Union: will have had a difappointing
harvest. ile, politicaily troubled
zmoiandthhm hlﬂﬂhdl gnly 19 mi‘linon,
is ' year — a 10 percent
from its'record. of two years ago. T
Argentina, which helped the Soviet:

. Union over the last few months with ‘.

“unusually large exports, recently re
‘ported apoorhaiwtund plmd limm
on exporta.~

* Grain has been enmeshed in Soviet-

iet. aggression; all s ‘forgiven® . American politics since 1963, when
¢ President Kennédy ‘and his successor,
“ President Johnson, authorized the first
¥ large sales to the Russians, In 1972, ac-

, had been “ter-
ﬂble—-alrmstadmm .

‘cess to American grain was
“one of the inducements held out to
the Ruasians hy the Nixon admihis-
trataén in the unfoldmg dlplm of

4In. 1-976 the FOI‘d .dmmmtm!ha
signed a five-year agreement with the
Soviet Union authorizing the Russians
to buy a minimum of 8. million m
of grain a year., Agﬂcultural
say thet the expiration

ment in September 1981 could provadc

the Reagan administration with lever-
age in any future negotiations with the
Soviets over global issues, especially if
the Soviet food situation continues to
deteriorate. The Soviet Union’ already
has indicated it will buy the maximum
amilhonmdloweduthefimlm
of the agreement.

i Mnmduthnnmwnm

n Californiaast Thursday that he be-
in “linkage” — in connecting

- Amencan concessions to the Soviet

Umou with Soviet concessions in other
areas of interest to the United States..

~ Peyser said recently that he believed
Soviet concern over. further loss of ac-
cess {0 grain.-markets may have helped.

" ‘deter Seviet intervention during the

PRESERVATION COPY

Polish labor unrest last suramer.
Althoagh grain pncea in the United

7‘§tates declined sharply after the em-

bargo was first announced, they have
climbed. steadily over the last few
months, partly because of a severe
drought that affected the corn crop
but did less damage to wheat and bar-

ley. This may have diminished some

.}

4

pdiﬁalpmu for a speedy
to the embargo.
Amotunly‘ofworld grain,

“stocks pomt to shortages and higher
prices

ices in 1981 unless harvests are ex-
cellent. By mid-1981, world stocks may
be some 30 million tons below the lev-
els of mid-1980, when stocks were, in
30 million tons below the levels

s of lud 1979,

"'The  Soviet Umon, ‘these™ analyses
show, was gble to use 226 million tons
of grain this year, only 2 million tons
Jess than pianned, by paying premiums
for non-US. grain and by using as
mucthOml\hontomofltsownre
serves. But as the embargo contmuu,:
the Department of Agriculture’s Hjort
said, the Soviet reserves are bound to
dwindle and imports will remain a se-

‘rious problem. Hjort said there were in-

duuomthnu\e%mdahadm-

‘slaughter more livestock than they had
planned last March through June, while
they were waiting for their own grain
harvest to come in, and that livestock
numbers are still greater than present
grain supplies can support.

Since January, grain exporters Can-
ada, Australia and the Buropean Com-
mon Market have cooperated with the
United States in not boosting their
food shipments to the Soviets to take
advantage of the American cutback.
However, the French government of
President Valery Giscard d’Estaing,

which has strong support from farmers,|

has been pressing for increased exports
; a way of unloading a big wheat sur-
T Ak :

e st
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Canadians
End Soviet
Grain Curb

OTTAWA, Hov. 28 (AP} — Canuda is
dmz}p.r out of the Washingion.jed em-
ga ot grain saies o the Soviet Union
but mé! uol £y W repisce the grain
being withheld from the Russians by
the United States, $Senator Hazen
Argue, the minister responsible for
Canada’s Wheat Board, said toeday.

Mr. Argut’s annoluncement was con
ined i1 2 news relexse here of re
marks he was 10 make (o the Alberta
Wheat Pool in Calgery. He said the

anadian Government had decided to
withdraw from the embargs because it
was failing behind other expm'ung
countries in grain sajes o the Soviet
Union and because of American graln
seles to other countries, pasticularly
“Washington's major deal with China
announced in Gctober.

Canada pians to sell the Soviet Union
more than § million meiric wns of
wheat and feed grain during the cur.
rent crop vear, up from 3.6 mitiion met.
ric tens during the crop year that ended
July 31. A metric ton, 1,000 kilograms,
isabout 2,205 pourds

The United Srates curaiied gran
sales to the Soviet Unton last Janvary
to protest the Russians’ military inter-

ion in Afghswstan. In Ortawa the
v& Conservalive Government
Ciark, then in office, spreed to
da’s sules 10 the Russians,
predges were made by Aus.
wnetions of Europe’s Comi-
‘set. Two other major grain
%, Argentine and Brazl, de-

Continued on Pege 30

4

Cantinued From First Business Page

clined to join the enibargo.

The United States and its allies
agreed to limit their grain sales to Mos-
cow to “traditional” levels. The United
States aliowed the export of 8 miilion
wons already arrangsd for in existing

ts, but it heid back an addi-
tional 17 million tons.

Mr. Argue said new sales by Canada
*will not go beyond levels which would
have been exported in the absence of
the partial embargo.”” He added, "It is
not the intention of the Government to
take advantage of the export policies ¢f
the United States or ol other export-
en ”»

He told the Calgary meeting that &
Wheat Board delegation arranged in
Moscow last week for the sale of 2.1
million tons of wheat and barley to the
Russians to be delivered betwesn Janu.
ary and August, It was not disclosed
how much the Soviet Union would pay
tor the shipments, whick would bring
their purchases for the current crop
year tomore than 5 miilion tons.

Mr. Argue has left politicat col-
ler;gues and the intermationsi grain

in confusion since he announced

uly that Canada was {ampamd to

se!l me Soviet Union § millien tons of
xnm during the crop year tha: began

Aug.1

Mr. Clark's administration decided
the traditionai fevel would be 3.8 mil-
lion tons after averaging Sovie! pur-
chases for the last 10 years, but Mr.
Argue said that was toe low,

in the Senate this week, he defined
trachitions] sales as being basicaily how
rmuch the Russians were willing t¢ biy
and how much Canada could deliver,
based on the size of the crop and state
of the transporiation system
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HEADLINE: President Extends Embargo on Grain Shipment to Soviets;
Carter Extends Soviet Grain Embargo; Reagan Undecided About Canceling It

BYLINE: By Lee Lescaze, Washington Post Staff Writer
DATELINE: PALM SPRINGS, Calif., Jan. 2, 1980

BODY:

President Carter extended the embargo on grain shipments to the Soviet Union
today, and President-elect Ronald Reagan indicated that he has not decided
whether he will cancel the embargo as he promised during the presidential
campaign. -

Reagan won farmers' applause with campaign attacks on the embargo, but he
said here today that ending the embargo "is something for a great deal of
study." -

"You have to determine whether we're having as much effect on the Soviet
Union or if that's being offset by a worse effect on our own agricultural
community," Reagan said. '

Although Reagan's aides had indicates since the election that Reagan was
having second thoughts about the embargo, this was the first time since he won
the presidency that Reagan has discussed the issue.

The Carter administration has argued that the embargo, which covers grain,
phosphates for fertilizer, oil and gas equipment and parts for the Soviet Kama
River truck plant, is hurting the Soviets and that it continues to be justified
by .the Soviet presence in Afghanistan.

Carter imposed the embargo in response to the Soviet invasion of Afghanistan,
and Commerce Secretary Philip M. Klutznick, in announcing the one-year
extension, again cited the Soviet occupation.of that country.

If Carter had not ordered the extension, some parts of the embargo would have
expired at midnight Wednesday.

The grain embargo 1is unpopular with farmers who accuse the Carter
administration of making them pay an economic price with a measure that is not
seriously injuring its target -- the Soviet Union.

Throughout the presidential campaign, the Carter administration attempted,
with little apparent success, to convince farmers that the embargo was warking
and that it was not damaging their efforts to sell their crops.

The Carter administration helped to open new export markets, and farm exports
reached record highs last year, but farmers countered that the totals would have
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been even higher wihout the embargo.

In a brief exchange with reporters at Palm Springs Airport, Reagan also said
he has not decided whether to reduce cost-of-living increases in 5ocial Security
and other federal benefits as part of his program to balance the budget.

"1 think we're looking at everything," Reagan said. He added that he won't
know whether benefits will be cut until he has had time to study all the reports
that have been prepared by his task forces.

He took a swipe a the Carter administration's economic record by noting that,

"We have discovered that the {budget} deficit is going to be double, what it had

been estimated. The budget is going to be much bigger than they've been talking
about all these past several months of the campaign.”

Reagan said he would try to deal with that problem "without penalizing anyone
who is dependent for help on the rest of us.”

Reagan was asked what else he could trim from the federal budget. As he did
often during the campaign, he pointed to the elimination of waste and fraud as a
potential way to save money without causing pain to any group of citizens.

"I think there's a great deal of waste and*fraud and so forth going on in
government that's going to make for some savings, and we're going to look at

every program,"” he said.

The president-elect and Mrs. Reagan flew to Los Angeles after spending a
two-day New Year's hpliday here as guests of publisher Walter Annenberg.

Reagan plans a quiet weekend at his Los Angeles home before flying to Juarez
Monday for a meeting with Mexican President Jose Lopez Portillo.

Monday evening Reagan is scheduled to arrive in Washington for his third
post-election visit to the capital,

He 15 to hold a series of meetings at Blair House with his top aides and some
of his newly named Cabinet members before returning to Los Angeles Thursday.
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BODY:

The stary of the year-long U.S. grain embargo against the Soviet Union is
the story of the Carter administration's life -- of its almost uncanny knack, in
foreign affairs, for doing the right thing the wrong way.

The embargo, more so than the other two principal American reprisals to the
Soviet invasion of Afghanistan (the Olympics boycott and the cutoff of
technology), continues to make its point. Afghanistan, the United States was
saying, wasn't its idea of business as usual. And 50, in as many as it could
contrive short of military force, the United States was going to suspend
business as usual. “

The problem was with the hype. Even some of the most loyal taop
administration officials will now admit that. "We created the wrong impression
that somehow these measures could bring about the withdrawal of Soviet troops,"
says one. "They just weren't punitive enough for that.”

The American reprisals did not bring an end to what Jimmy Carter, in one of
his finer rhetorical flourishes, called "the most serious threat to world peace

since the second world war." Thus, it was all the easier for Ronald Reagan to
promise, in the heat of the campaign, to end the grain embargo because it "has
hurt {American} farmers and has accomplished little or nothing.”

That's a promise the president-elect ought to feel free to re-think -- and
there are -encouraging signs that he is doing just that. From the Reagan
transition team there's talk of "reconsideration.” The agriculture _
secretary-designate, John R. Block, who first talked of lifting the embargo “as
soon as practical,” is now saying it should be done at "the right time."

Not a conclusive shift, perhaps. But enough to provide running room for
Reagan, as president, to demonstrate prudent flexibility, the large, strategic
- "global sense" his advisers promise —- and a willingness to accept realities.

The first reality is that the grain embargo exists. With the Olympic
boycott a thing of the past, it remains the single most visible and dramatic
. expression of American protest -- of toughness, if you wWill -- in response to
what was widely perceived to be a serious Soviet act threatening the peace.

A secong rality is that while the embargo undeniably bears down on grain
producers to the exclusicn of other farmers and most of the rest of the econonmy,
the damage to the American grain trade has been minimal (and is likely to
continue to be) while the impact on Soviet food shortages has been severe.
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American grain growers complain with some justice that the Soviets have been
able to acquire much of the grain they otherwise would have purchased in the
United States. But bad harvests have created a worldwide shortage; U.S5. grain
exports are at record levels. And the Soviets, meanwhile, have still fallen far
short of their needs and have been forced to draw down heavily on reserves.

Meat consumption in the Soviet Union has dropped off alarmingly.

Soviet President Leonid Brezhnev has publicly admitted to serious food
shortages and given top priority to "improvement of the food supply.” The
incoming Republicans chairman of the Senate Foreign Relations Committee, Charles
Percy, brought back from Moscow what he regards as convincing evidences that the
embargo is having a punishing effect.

"They talk of it as loosening belts," he told me, "but what they mean is that
they can't feed their own people."

Which brings us to the third reality: the Russians, a year later, are still
struggling to establish their control over Afghanistan. No expert I have talked
to believes they will withdraw their forces until they are satisfied that they
will leave behind a Marxist, Soivet-oriented government able to maintain
security.

While Vietnam is a weak analogy (Athaantan is contiguous; the insurgents
are lightly armed with little outside support), the battle reports have a
familiar ring. They speak of "search and destroy" operations with helicopter
gunships against elusive, resourceful, determined guerrillas; of whole areas
beyond effective Soviet military control, or controllable only during the day.

The grain embargo, in other words, is not going to be decisive in
Afghanistan. But then it never could have been. The guestion is whather, gliven
all the realities, it is something that the United States should unilaterally

yield up.

1 find it hard to imagine the Reagan administration's cancellation of a valid
American protest and throwing away what appears to be a valuable bargaining
counter without -- in the spirit of "linkage" -- receiving something in return.
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THE SOVIET GRAIN EMBARGO

INTRODUCTION

On January 4, 1980, using his most potentially effective
response to Soviet military action in Afghanistan, President
Carter cancelled contracts for the sale of 17 million metric tons
(mmt) of U.S. corn, wheat and soybeans to the Soviet Union.
Nevertheless, he undermined the effectiveness of the embargo by
allowing the delivery of another 8 mmt of U.S. grain which he
felt were obligated to the Soviets under the 1975 U.S.-Soviet
Grain Agreement. The objectives of such a policy were ambiguous
from the outset. The restrictions could not accurately be de-
scribed as an embargo, but the avowed aim was to strike a blow at
Soviet agriculture by depriving the Soviets of grain and other
feed for livestock.

This was the first time the United States had used its "food
weapon'" against the Soviet Union. In doing so, President Carter
exercised his authority under the Export Administration Act of
1979, as amended, to curtail U.S. exports for foreign policy and
national security reasons. According to that Act, the Executive
must receive the consent of the Congress for foreign policy
embargoes, but has authority independently to curtail trade when
national security is at stake. In this case, he invoked authority
for both reasons. In accordance with the Act, Congress had 30
days in which to veto the action, but did not do so, implicitly
expressing its support of the "embargo." The policy is to continue
indefinitely, or until the Soviets withdraw their troops from
Afghanistan, or until the curtailment is rescinded by U.S. policy-
makers.

On January 2, 1981, President Carter officially extended the
embargo on grain shipments for another year. When asked about
this action, President-elect Reagan stated that ending the embargo,
as suggested during his campaign, "is something for a great deal

Note: Nothing written here is to be construed as necessarily reflecting the views of The Heritage Foundation or as an
attempt to aid or hinder the passage of any bill before Congress.



of study." He noted that "You have to determine whether we're
having as much effect on the Soviet Union or if that's being
offset by a worse effect on our own agriculcural community."

In light of the ambiguous nature of the embargo policy, many
observers have questioned whether the cancelled grain sales
represent a symbolic gesture of disfavor or a substantive policy
designed to extract a price from the Soviets for their adventurism
in Afghanistan. This question has plagued the Administration
since the announcement of its restrictions and has been the focus
of much political debate. Some observers hold that the embargo
should never have been imposed at all. Others hold that it is an
appropriate response to the invasion of Afghanistan, but that it
has been ineptly handled. The uppermost question in most obser-
vers' minds is whether or not the grain and feed controls should
be tightened and continued.

The evidence in this paper indicates that if the U.S. were
to tighten its controls significantly and seriously seek coopera-
tion from other suppliers in 1981, Soviet citizens would feel the
effects and there would be noticeable repercussions in the Soviet
economy. With severe grain shortages and increased prices for
corn products forecast for the United States in 1981, the short-
term domestic impact of bolstering reserves instead of selling to
the Soviets would be generally favorable to the United States.
Ultimately, the decision on controls should be based on whether
or not this is an appropriate short-term policy for the United
States to adopt in response to Soviet incursions into Afghanistan
and potential Soviet intervention in Poland.

TERMS AND CONDITIONS OF THE EMBARGO: THE GRAIN AGREEMENT

U.S. grain sales to the Soviet Union are subject to the
conditions of a five-year bilateral commercial grain agreement,
extending from October 1976 to September 30, 1981. The agreement,
which commits the Soviet Union to annual purchases of a minimum
of 6 mmt of U.S. grain (half wheat, half corn), permits the U.S.
grain exporters to sell 2 mmt over this amount without government
approval, provided the total U.S. grain harvest in that year is
over 225 mmt. All grain sold over the 8 mmt upper limit must be
approved or denied by the U.S. government. On October 9, 1979,
the U.S. Department of Agriculture (USDA) approved the sale of 17
mmt above this limit for the 1979/80 agreement year (October 1 -
September 30).

The agreement was originally designed to protect U.S. consu-
mers and farmers from the market effects of unexpected Soviet
purchases of grain, such as those which drove up U.S. bread
prices in 1972. In that year, so much grain was sold to the
Soviet Union by separate grain companies that grain shortages
developed on the U.S. market, driving up domestic prices for
grain products.



During the 1979/80 agreement year, the Soviet Union contract-
ed to purchase a greater amount of U.S. grain than ever before.
During the first agreement year, which ended in September 1977,
the Soviets imported only 6 mmt of wheat and corn. During the
second, running from October 1977 to September 1978, they purchased
14.6 mmt (3.5 mmt of wheat and 11.1 mmt of corn). In the third
year, Soviet purchases reached 15.3 mmt (11.5 mmt of corn and
barley). In October 1979, however, the U.S. government approved
the sale of 25 mmt in all, to be delivered during the fourth
agreement year, ending October 1980.

Grain as a Weapon

Even though initially advocating the termination of the
grain embargo, the incoming Secretary of Agriculture indicated
that food can be used for geo-political purposes. In his confir-
mation hearings on January 5, John R. Block said:

I believe food is now the great weapon we
have for keeping peace in the world. It will
continue to be so for the next 20 years, as
other countries become more dependent on
American farm exports and become reluctant to
upset us.

The rising trend in Soviet purchases of U.S. grain over the
four-year period of the grain agreement explains why grain has
become a potential bargaining lever for the United States in
dealing with the Soviet Union. Such a lever theoretically gives
U.S. policymakers the ability to affect Soviet behavior by threat-
ening cutoffs of grain exports. For grain cutoffs to influence
Soviet behavior, Soviet leaders must be made to believe in the
seriousness of any U.S. threat to use its "food weapon," and they
must strongly fear the consequences.

The grain weapon, besides being a potential bargaining
lever, can be used unilaterally to extract an economic price for
Soviet transgressions of international norms. The U.S. grain
embargo was intended to do just this. It must be remembered,
however, that such a weapon can probably be used only once:
within two or three years, the Soviet Union will be able to
diversify its grain imports. Thus, every advantage which can be
gained from this weapon should be taken at this time.

By depriving the Soviet Union of feedgrains, U.S. policy-
makers have attempted to reduce the weight of Soviet livestock
herds and, ultimately, the consumption of meat in the Soviet
diet. (Shortages were expected to develop within six months to a
year after imposing the embargo.) At the very least, the embargo
1s intended to slow down the increase in Soviet meat consumption.
It is hoped that forcing the Soviets to pay such a price will
make Soviet leaders refrain from further actions in the world
community such as the one taken in Afghanistan.



Loopholes and Longshoremen

In addition to cancelling the 17 mmt of grain sales, the
Administration also suspended the sale of: grain sorghum, seeds,
soybeans and soybean meal, meat, poultry, dairy products, and
some animal fats. These products along with meat substitutes
such as shrimp, meat extenders and tallow, were placed on a list
requiring validated export licences to be approved jointly by the
Departments of Commerce and Agriculture. Although technically
these products could be licensed for export to the Soviet Union,
there is no intention of doing so, and apparently no licenses
have been granted.

At the same time, with the effect of undermining the impact
of such controls, the Administration elected to allow shipment to
the Soviet Union of 7 million tons of grain which had been ordered
in previous agreement years, but had not yet been shipped. This
decision was to develop a significant loophole in the embargo
which partially neutralized its impact on the Soviet economy.
While it did not totally negate the rationale for using the "food
weapon, " the growing number of loopholes allowed by the Admini-
stration strengthened and fueled demands to rescind the so-called
grain embargo.

The embargo did strike a political chord of sympathy with
many groups in the United States. The American Longshoremen's
Union thought the policy should have been stricter, and tried to
totally cease loading grain on ships bound for the Soviet Union.
Their resistance was so strong that the U.S. government had to
offer to purchase grain which was supposed to be shipped, but
which was clogging traffic at the docks. On January 28, however,
federal administrators ordered the International Longshoremen's
Association (ILA) in New Orleans to load vessels with the remain-
ing unembargoed grain, and the District Court upheld the decision.
By the end of April, all unaffected grains had been shipped to
the Soviet Union.

In total, according to the U.S. Department of Agriculture,
the United States halted shipment to the Soviet Union of 13 mmt
of corn, 4 mmt of wheat, and about 1.3-2 mmt of soybeans and meal
between January 4 and June 30, 1980. The embargo had been set
into motion, and it remained to be seen what the impact would be
on the Soviet Union.

THE BROADER DIMENSION: SUSPENSION OF PHOSPHATE EXPORTS

In addition to the ban on grain and other livestock feed
products, on February 25, Commerce Secretary Philip Klutznick
announced the suspension of all U.S. sales to the Soviet Union of
phosphate rock, concentrates of phosphoric acid, and concentrates
of phosphatic fertilizers. These suspensions have been complemen-
tary to the grain embargo in that phosphates are important synthe-
tic fertilizers which could reduce Soviet grain yields over the
medium term of two-three years.
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An embargo on phosphate concentrates could have an impact
similar to restrictions on technology exports. Phosphates are
synthetic fertilizers and directly affect agricultural productiv-
ity. The Soviet long-term goal is to develop a large synthetic
fertilizer production capacity itself in order to increase 1its
low grain yields. In the meantime, however, it imports phosphates
from the United States, which is still the world's largest exporter
of these products. Phosphates, therefore, afford the United
States some leverage over the Soviet Union at this time and
should be viewed as an important potential instrument of U.S.
policy.

Before U.S. leaders decided to place an embargo on phosphate
exports, they considered the potential impact on the U.S. economy.
The primary U.S. exporter affected by such an embargo was the
Occidental Petroleum Company, which holds a twenty-year bilateral
agreement with the Soviet Union to sell phosphates in return for
anhydrous ammonia. In addition, the U.S. Maritime Administration
stood to lose the interest on $160 million of loan guarantees
being held for the construction of U.S. ships for transporting
superphosphoric acid to the Soviet Union. In the end, it was
decided that the economic price was acceptable in order to impress
upon the Soviets how much they depend on the U.S. for these
important products.

Another important consideration when evaluating the general
impact of the embargo on the Soviet Union is the existence of
alternate suppliers. Certain Third World countries are sources
for phosphate rock. To close these channels, the Administration
negotiated with those states for cooperation in denying the
Soviet Union replacements for the embargoed U.S. products. So
far, these negotiations have been partially effective.

The East European countries are also potential conduits for
transfer of embargoed products to the Soviet Union. The Admini-
stration did not place restrictions on U.S. exports of phosphates
to these countries in conjunction with its ban on Soviet purchases,
which occasioned an exhortation from Senator James McClure
(R-Idaho) on February 26, 1980 for the Administration to discon-
tinue exports of superphosphoric acid to Poland and Romania.

These exports, however, have not been terminated.

U.S GOVERNMENT MEASURES TO ABSORB DOMESTIC REPERCUSSIONS

To offset the domestic impact of the embargo on businesses
and farmers, the Administration immediately instituted measures
to assume Soviet contracts and to take affected grain off the
U.S. market so as not to lower grain prices by creating an over-
supply. These measures, implemented by the Department of Agricul-
ture to cushion the domestic market effects of the controls, were
administered in an organized, effective manner. Although it is
extremely difficult in this case to ascertain cause and effect in
the grain market, and while the embargo certainly caused disrup-



tions and uncertainty, it does not appear to have lowered farm
income below what it might have been without the embargo.

Economic Effects

The principal domestic economic repercussions of the embargo
were felt by farmers. Short-term price effects from putting more
grain into reserves, from government grain purchases, from the
resale of grain company contracts, and from the loss of high-
priced sales to the Soviet Union were the principal market effects
feared as a result of the controls. Nevertheless, U.S. intelli-
gence sources and the U.S. Department of Agriculture have obtained
price data which show that corn, wheat, and soybean prices fell
briefly for a few days after the embargo announcement, but qulckly
regained pre-embargo levels. Although there was disruption in
farm activities which should not be overlooked, the basic programs
instituted by the Administration to offset adverse price and
income effects from the embargo were able to stabilize and even
raise farm prices in some instances.

In brief, the Administration program consisted of four
measures designed to insulate grain prices on the farm from the
immediate and longer term impacts of the embargo:

1. It raised incentives for farmers to participate in the
farmer-owned grain reserve program, into which eligible
farmers deliver their grain, and from which they sell
it, in order to obtain a better price;

2. It permitted the Commodity Credit Corporation (CCC) to
assume the contractual obligations of U.S. grain companies
to the Soviet Union for wheat, corn, and soybeans affec-
ted by the embargo;

3. It instructed the Commodity Credit Corporation to purchase
wheat and corn for use in food assistance programs; and

4. It increased levels of federal financing and insurance
for U.S. grain exports.

Farmer-Owned Reserves

Through the Food and Agriculture Act of 1977, the United
States adopted the concept of holding a national grain reserve
through the accumulation of buffer stocks. The Act authorizes
the accumulation of privately-held as well as publicly-held
buffer stocks. Buffer stocks are essentially synonymous with
carryover stocks and constitute that part of the grain on hand at
the end of a crop marketing year which exceeds the amount private

interests are willing to hold. Both public and private buffer
stocks are maintained in the United States.

Stocks owned by the government are purchased through a CCC
loan program. A farmer acquires a loan and agrees to hold a



certain amount of grain off the market until the loan is repaid
or matures. He can repay the loan plus interest and regain
control of the grain, or he may default at maturity, turning the
grain over to the CCC.

The producer-held domestic grain reserve program is different.

It encompasses both feed grain reserves (corn, sorghum, oats, and
barley) and wheat reserves. The Secretary of Agriculture decides
when the program will be open and which crops will be eligible

for entry. The program is available for farmers complying with
voluntary requirements such as production controls. Participants
agree to keep their grain off the market for three years, or

until market prices go above designated trigger levels. Penalties
discourage early withdrawal of grain. In return, the participants
are paid the costs of storing the grain -- recently about $.25

per bushel. Interest charges on CCC loans under the farmer-owned
reserve program are terminated after the grain has been in reserve
for one year.

Trigger prices occur at two levels. The lower level (called
the release price) is the price at which farmers may begin volun-
tarily repaying loans and leave the program without penalty. The
upper level (known as the call price) is the price at which
farmers are required to repay their loans. Storage payments end
when market prices stay above the release price for more than a
month. If prices later fall, storage payments are resumed.

This year, Secretary Bergland opened the producer-held
reserve program to all farmers affected by the 17 mmt embargo.
There is a good chance that the 1979 over-production of grain may
have required increased participation in this program anyway, but
the Administration raised the release and call prices, as well as
loan prices in order to encourage participation. The specific
price actions put into effect by the Administration on January 8,
four days following the embargo, included:

o 1ncreasing the wheat loan price from $2.35 to $2.50/bu;
0 1increasing the corn loan price from $2.00 to $2.10/bu;

o 1increasing the corn release price for wheat from $3.29 to
$3.75/bu., which is 150 percent of the new loan price;

0 1increasing the call price for wheat from $4.11 to $4.63/
bu., which is 185 percent of the new loan price;

o0 1increasing the release price for corn from $2.50 to
$2.63/bu. which is 125 percent of the new loan price;

o 1increasing the call price for corn from $2.80 to $3.05/bu.
which is 145 percent of the new loan price;

o 1increasing the reserve release and call prices for other
feed grains comparable to corn;



0 waiving the first-year interest costs for the first 13
mmt of corn placed in reserve after October 22, 1979;

0 1increasing the reserve storage payments from 25 to 26.5
cents/bu. for all reserve commodities except oats, which
was increased from 19 to 20 cents/bu.

In addition, because corn comprises the greatest share of
the embargoed grain, Secretary Bergland allowed corn farmers who
had not been eligible previously to participate in the reserve
program to participate on a first-come-first-serve basis until
reserves reached 7.5 mmt, or May 15, whichever came first.

Farmers' Reactions

Farmers' reactions to the producer-held reserve program have
been negative. There are two main objections. First, they feel
a sense of humiliation in taking their grain off the market in
return for a loan from the government. Second, they would rather
simply sell the grain to the government at parity prices or
prices that would provide the farm sector with purchasing power
equivalent to that which existed prior to World war II.

While these may be valid complaints, they do not relate
directly to the effects of the embargo. The debate with the
government over parity prices has been in progress for years and
farmers saw the embargo as an opportunity to renew this debate.
However, the producer-held reserve program is relatively new and
its use during the embargo to take great amounts of grain off the
market has stirred resentment on the part of those who have never
accepted or approved of the scheme.

The American Agriculture Movement (AAM) has been particularly
outspoken in its objections to the embargo and to the reserve
program. In the opinion of its members, the embargo has been a
failure, even though it is regarded as a valid foreign policy
tool if used properly. Testifying before the Senate Agriculture
Committee on February 25, Pamela Frecks from AAM said in her
prepared speech:

A partial embargo such as the one we have,
improperly used as it has been, has one end
result, and that is lower farm prices.!

In response to grievances such as this, the Congress passed
the Emergency Agriculture Act of 1980. This Act contains many
technical provisions to raise loan prices and storage payments in
order to help farmers. The Administration maintains that this

Hearings, Senate Committee on Agriculture, Nutrition, and Forestry,
"Emergency Agriculture Act of 1980," February 25, 26, 27 and March 6,
1980, p. 39.



Act was not required to reduce the effects of the embargo, but is
a welcome boost for farmers.

CCC Assumptions of Contractual Obligations

As a result of the embargo, the U.S. Department of Agricul-
ture negotiated an "exporters agreement" with fourteen exporting
companies under which the CCC agreed to assume the contracts for
grain sales to the Soviet Union if the companies would provide
data showing that they were not profiting from the government's
purchase of these contracts.

Under this agreement, the CCC assumed the contracts for all
4 mmt of wheat affected by the embargo and about 11 mmt of corn.
The CCC originally had intended to place the wheat in a proposed
emergency food security reserve, but this program is still await-
ing enabling legislation. As an alternative, the contract rights
to the wheat have largely been sold on the open domestic market.
The corn, on the other hand, has either been delivered to the
CCC, or the contracts have been resold on either the domestic or
the world market. The CCC has resold the corn contracts only at
the average pre-embargo price of $2.40, or above. This has kept
the prige of corn on the market from falling below pre-embargo
levels.

Some observers, including most prominently the farm community,

have viewed the resale on the domestic market of contractual
rights for sales to the USSR as a price-depressing action. In
point of fact, the CCC resold the rights to 8.8 mmt of corn at a
weighted average price of $3.10 per bushel, and the rights to 3.9
mmt of wheat at a weighted average price of $4.63 per bushel.
Soybean rights were almost all sold by May 28, at a weighted
average price of $6.25 per bushel.

These prices were, for the most part, well above pre-embargo
levels. Nevertheless, the CCC has come under attack for selling
- soybean contracts during the period of April 4 - April 22 at
lower than pre-embargo prices. In response, the CCC has promised
to purchase on the open market an amount of soybeans equal to the
rights sold between those two dates. However, as of October 1,
this had not yet happened.

CCC Direct Purchases of Grain

Despite the fact that the CCC resold the contract rights to
embargoed grain only at pre-embargo prices, or higher, USDA
recognized the possible price-depressing effects of putting this
grain back onto the domestic market. It was therefore arranged
for the CCC to purchase certain amounts of grain directly from

Penney Cate, Congressional Research Service, Issue Brief IB 80025,
Update October 1, 1980.

w
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farmers or county elevators, thereby taking grain off the market.
This exerted a price-increasing effect in counterbalance to the
possible price-depressing effects of adding to market supplies.
The intention was to offset any adverse impact from retendering
the rights to the contracts affected by the embargo.

By June 24, the CCC had purchased about 4 mmt of corn at an
overall average price of $2.48 per bushel, according to the U.S.
Department of Agriculture. These purchases cost the CCC a total
of $396.3 million. By mid-April, the CCC had completed purchases
of 4.2 mmt of wheat, which the government would like to put into
a proposed strategic reserve for the country. The overall price
of these purchases according to USDA statistics was $3.68 per
bushel, at a total cost to the government of $569.3 million.
Direct grain purchases therefore cost the government approximately
$1 billion.

Other Measures

In addition to the measures taken to stabilize market prices
as discussed above, Secretary Bergland has promised that, if
necesssary, at any time during the course of the embargo, he will
institute a paid crop acreage diversion program. This has not
yet been found necessary.

The Department of Agriculture has also offered part of its
loan budget for building new gasohol distilling capacity. Secre-
tary Bergland has estimated that gasohol could provide a market
for up to 3 mmt of grain by the end of 1980. Some feel this
projection is far too optimistic, however, as gasohol facilities
require from two to three years to become operable. Still, a
number of pending legislative measures including tax incentives,
loans, and loan guarantees could speed up the expansion of gasohol
production by mid-1981 and take some excess grain off the market.

All the above programs, including payment for loans, con-
tracts, interest waivers, storage payment and direct purchases
are estimated to have cost the U.S. government about $3 billion.
According to Secretary Bergland as much as half of this could be
refunded when loans are repaid and all assumed contracts have
been resold.

IMPACT OF THE EMBARGO ON U.S. GRAIN TRADE

The ultimate effect of the embargo has been a restructuring
of the world grain market which has also created new markets for
the United States. Tempted by premium Soviet prices, other major
grain suppliers partially abandoned traditional customers in
order to fill Soviet orders.

As a result of these desertions, the U.S. sharply increased
its grain exports to Spain, Italy, Colombia, and Japan =-- all
traditional markets of Argentina, which had decided not to cooper-
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ate with the U.S. embargo. Japan purchased more grain than usual
from the U.S. as a gesture of support for the U.S. stand against
the invasion of Afghanistan. Ultimately, the United States may
be able to develop these markets for permanent grain sales in the
future.

One of the positive side-effects of the embargo on the U.S.
economy may be a reduction in the potential dependency of the
U.S. farm sector on its Soviet market. The redistribution of
grain customers between the U.S. and other major grain suppliers
in 1980 has given the U.S. possible long-term alternatives to the
Soviet market. It remains to be decided by U.S. policymakers,
however, whether U.S. grain sales to the Soviet Union ought to be
permanently reduced. Likewise, other countries will have to
decide whether they will continue to supply greater amounts of
grain annually to the USSR.

Exports to other suppliers' traditional customers did not
account for the entire increase in 1980 U.S. grain exports.
Howard Hjort, chief economist at the U.S. Department of Agricul-
ture, has pointed out that U.S. farmers actually experienced an
absolute increase in exports during the embargo period. According
to Hjort, world demand for grain was almost 10 million tons
higher than expected in 1979/80. Drought in Mexico created one
unexpected market for the U.S. In spite of the embargo, total
U.S. grain exports for the July-June marketing year came to 107.7
million tons which set a new record and was 15.2 million metric
tons over the previous year's total.

NEGATIVE IMPACTS OF MODIFICATONS IN THE POLICY

As a result of the January 12 '"exporter's agreement" referred
to earlier, an understanding was reached between the Administra-
tion and U.S. grain companies that these companies' subsidiaries
would voluntarily refrain from selling non-U.S. grain to the
Soviet Union during the embargo.

After six months, President Carter made a decision which not
only threatened to destroy the effect of the partial embargo on
the Soviet economy, but also irremediably weakened the credibility
of the Administration's objectives in the eyes of Congress and
American farmers. On June 20 (without lifting the embargo), the
President announced that the grain companies' subsidiaries would
be allowed to sell non-U.S. grain to the Soviet Union. The
decision produced the impression that the embargo was no longer a
reality and that it should be terminated. In reaction to this
decision, legislation was immediately introduced in Congress to
rescind the embargo (H.R. 7632, H.R. 7635, H.R. 7731, and S.
2855) .3

3 Penny Cate, "Impact of the Administration's Decision to Permit U.S.
Grain Companies to Sell Non-U.S. Grain to the Soviet Union," Congressional
Research Service Occasional Paper.
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In testimony before the Senate Agriculture Committee on June
25, Under Secretary of Agriculture for International Affairs,
Dale Hathaway, gave three basic reasons for the Administration's
decision:

1. The uncommitted grains from the 1979 world crop had
already been sold by June 20.

2. Other grain-supplying nations indicated that policies
were in place to restrict their grain exports to the
USSR to "normal and historic" levels in cooperation with
U.S. requests.

3. These nations complained, however, that U.S. grain
company subsidiaries, which normally ship much of the
Canadian, European Community, and Argentinian grain to
the Soviet Union, were not shipping even the permitted
"normal" amounts of these countries' grain to the USSR.

The Administration decided that U.S. companies were being
unfairly disadvantaged by being prevented from facilitating
"normal" sales by other grain producing countries to the Soviet
Union. The shortcoming with such rationale was the omission of a
definition for what would constitute "normal" deliveries to the
Soviet Union in any given year. Canada, for instance, says it
would not be breaking its pledge to cooperate with the embargo if
it were to decide on annual exports to the USSR of 5 million tons
of grain. The only other year in which Canada sent this much
grain to the Soviets was in 1972 when the Soviet grain crop was
an unparalleled disaster.

By succumbing to the complaints of the other grain producers,
the Administration opened up another large source of leakage in
the embargo and confused its ultimate objectives even further.
Although President Carter claimed the embargo was still in place,
the Soviet Union secured substitute grain from many countries
which might have been more restrictive had the United States been
more steadfast in its policies. Once again, as with his Olympics
policy and his embargo on high technologies to the Soviet Union,
the President talked tough, but immediately softened his policy
before it had a chance to work.

IMPACT OF THE EMBARGO ON THE SOVIET UNION

The Soviet Feedgrain-Livestock Complex

The specific impact of the U.S. grain embargo on the Soviet
economy has been a matter of some dispute. The Department of
Agriculture estimates that planned Soviet grain imports of 37-38
mmt fell short by 8-9 million tons in the October-September
agreement year. USDA also estimates that the shortfall in project-
ed purchases of grain during the July-June marketing year (an
important period for the livestock economy) was 6 mmt.
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It is highly possible that although a shortfall of 8-9 mmt
of grain was not as great originally planned, it has had the
effect of reducing animal liveweights, slowing down growth in the
agricultural sector, and in general aggravating problems with the
1980 harvest. These effects are likely because agriculture is
the most vulnerable sector of the Soviet economy. Although the
Soviets have essentially solved their grain for food problem,
they have not been able to organize and propel forward the grain
{or feed program announced by Party Secretary Leonid Brezhnev in

965.

The lack of progress stems from a myriad of problems involv-
ing a lack of incentives, the competition of private plots for
the energies and attention of workers, a chronic lack of agricul-
tural machinery, an absence of efficiency and responsibility on
the farms and a lack of know-how for running a modernized livestock
complex.

In the first place, in view of the notorious inefficiencies
of the Soviet livestock sector, and the drastic crop results of
1979, it is probable that the Soviets were forced to draw heavily
on stocks. The Soviets had been able to build their stocks by
adding an estimated 19 million tons following the successful 1978
harvest of 287 million tons of grain. This does not mean, however,
that their reserves were ample to pull them through 1979. 1In the
first place, livestock numbers had been increased, raising total
feed requirements. Secondly, it is not known how much of the
amount put in stocks in 1978 were necessary to replace previous
drawdowns from 1977 and to re-establish minimum grain reserves.

The Soviet media reported a 1979 grain harvest of 179 mmt --
a 58 mmt drop from the 1978 level. To maintain livestock inven-
tories and avoid forced slaughtering, the draw-down on stocks to
compensate for such a large setback probably reduced reserves to
"a bare-bones level" according to Under Secretary Dale Hathaway.?
Still, it is unlikely that this source would suffice to totally
offset the shortage of feedgrain imports. A drawdown in stocks
of this magnitude will definitely cause problems for maintaining
livestock inventories in 1980 and 1981, in view of the very poor
1980 Soviet harvest, now being estimated at 181 mmt.

Furthermore, the decline in the 1979 harvest was probably
even worse than that announced by the Soviets. The Soviets
report harvest output in terms of "bunker weight," or gross
weight including stones, dirt, moisture, and any rotten grain or
other refuse picked up in harvesting, lacking the sophisticated
sorting, drying, and weighing technologies used in the West.
USDA, therefore, as a rule of thumb, always estimates that at
least 10 percent of any Soviet harvest is unusable. In very wet,
rainy years such as 1979, this estimate is raised to approximately

e U.S. Senate Hearings, op. cit., p. 45.
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13-15 percent. The extent of the disaster with this year's
harvest could therefore have been far greater than Soviet officials
will ever admit.

Discipline, motivation, and productivity are the greatest
problems crippling Soviet agriculture. As long as shortcomings
in these areas persist, the Soviet economy will remain vulnerable
to disruptions in their grain trade with the West, whether these
are partial or full-force.

Availability of Grain from Alternate Suppliers

One important question being asked in connection with the
grain embargo is how much grain the Soviets have been able to
procure from other major grain suppliers. The level of coopera-
tion offered by these producers is perceived as being the key to
the success or failure of the embargo. As with every control
policy, however, although multilateral cooperation is definitely
a factor in its success, success occurs in degrees.

The United States procured assurances from other grain sup-
pliers that they would not replace U.S. orders, but would only
deliver normal amounts of grain to the Soviets. One major point
to remember is that the 1979 harvest was so poor in the USSR that
the probability of obtaining enough substitute grain was low,
even given the minimal cooperation with U.S. policy.

The United States negotiated with Canada, Australia, Argentina
and the European Community for cooperation with its embargo. All
of these countries were sorely tempted by premium prices offered
by the Soviet Union to replace the grain denied by the U.S. To
expand their exports, some of them drew down surplus stocks in
1980 to meet Soviet needs. In addition, they diverted grain from
their traditional customers to the Soviet Union, restructuring
world trade patterns in doing so.

Australia, whose sales to the Soviet Union had never before
exceeded 2 million tons, has claimed it intends to sell approxi-
mately 4 million tons annually to the Soviets after 1980.

Canada, too, in expressing its resentment of the forfeit in
profits which export restraints has cost them, have hinted at
permanently exporting greater amounts of grain to the Soviets.
Canadian exporting organizations estimate their losses this year
to be about 50-57 cents per bushel, which makes their reasoning
understandable. Nevertheless, the Canadians may have been willing
to make tradeoffs if the grain embargo had been carried out in a
more determined way.

Argentina, has redirected its normal pattern of trade to a
greater extent than any of the other grain exporters in 1979.
Pursuing an aggressive marketing strategy after abolishing 1its
Grain Board some time before, the government allowed its companies
to replace all the U.S. orders they could. It reduced customary
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exports to Italy, Spain, Japan, Chile, and Peru, selling nearly
all of its exportable corn and grain sorghum surplus to the
Soviet Union. In return, it received prices of almost 25 cents
over the American selling price from the desparate Soviet foreign
trade organization responsible for grain imports, Export Khleb.
In addition, Export Khleb wooed Argentina into an agreement to
sell 20 million tons of corn and grain sorghum, and 2.5 million
tons of soybeans to the Soviets over the next five years. The
Soviet Vice Minister of Foreign Trade even predicted in April a
tripling of total trade between the USSR and Argentina in the
next few years, possibly to include cooperation in the trade of
nuclear fuel.

The following table shows actual shipments of grain and
soybeans received by the Soviet Union during the 1979/80 marketing
year.

Table 1

Grain and Soybean Shipments to the Soviet Union
July 1979 - June 1980

(million metric tons)

Supplier All Grains Soybeans (estimated)

Argentina 5.1 .6-.7

Australia 3.9

Canada 3.4

European Community .8

Others* 2.0

United Statesw% 15.3 .8 (pre-embargo)
Total 30.5 1.2

*includes Eastern Europe, Finland, and others.

**8 mmt obligated in 1979/80 plus grain ordered in previous agreement years,
but not shipped until 1980.

Source: USDA

The table shows clearly that, contrary to impressions given
by some accounts, the United States itself has been most respons-
ible for diluting the immediate short-term impact of the so-called
"embargo." Other countries may be willing to rush in next year
and thereafter, but they lacked the overall capacity to channel

4
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much more than 12-13 mmt of grain to the Soviet Union in 1979.
If U.S. restrictions had been stricter, the overall effect of the
embargo would have been greatly enhanced.

It is true that in the future other exporters of corn to
the Soviet Union, which may include South Africa, Thailand,
Brazil, and even India, will have time to develop their resources
to export more grain to the Soviets. A forfeit will still have
been won from the Soviet Union, however, in terms of the high
prices it will have to pay to evade the embargo. These prices
have forced the Soviets to use scarce foreign currency earnings
which it may have planned to spend on other Western goods and
technologies. It is improbable, moreover, that substitute suppli-
ers would have time to develop the resources to meet all Soviet
import requirements in 1980-81. It is quite apparent that the
United States could cause significant shortages and dislocations
in the Soviet agricultural economy by extending the embargo for
another year.

The Embargo's Impact on Soviet Meat Imports

Experts at the Department of Agriculture expect the grain
embargo to have an effect on Soviet meat supplies in 1980 and
1981. 1In particular, the feedgrain shortage could make it impos-
sible for the the Soviets to meet their overly-optimistic five-year
plan for meat production. In 1975, Soviet economic planners
called for per capita meat consumption (including poultry) to
increase to 63 kilograms (138.6 pounds) by 1980. Actual per
capita consumption for 1979 was only 58.9 kilograms (129.6 pounds).
In comparison, per capita meat consumption in the United States
was 111 kilograms (224.2 pounds) in 1979. Life is not unbearable
in the Soviet Union because meat consumption is not as high as in
the U.S., but the demand for meat has never been fully satisfied.

As a result of pressures to reduce animal liveweights,
average Soviet per capita consumption of meat is not expected to
rise, and could decline in 1980. This could have troublesome
implications in the Soviet Union, where meat holds great political
significance for its leadership. If meat is scarce and prices
are high, the USSR could experience uprisings such as the ones
which occurred recently in Poland. There have, in fact, been
small uprisings in the Soviet Union during the past few years,
but these have not received publicity.

A decline in meat consumption could force the Soviet govern-
ment to import more meat from Western producers. This would
significantly raise the cost of feeding the Soviet population.

As indicated by the table below, USDA forecasts high Soviet meat
imports in 1930.

Such purchases would require the expenditure of scarce
foreign currencies (or 'hard currency") earned by the Soviets on
the world market. Because the ruble is not pegged to world
prices and internal Soviet prices bear no relationship to supply
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Table 2

Soviet Meat Imports 1971-1980

(thousand metric tons)

1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 (est.)

224.6 130.6 128.5 515.1 515.2 361.5 616.9 183.7 611.3 650

Source: USDA, Update, "Impact of Agricultural Trade Restrictions on the Soviet
Union," July 1980, p. 7.

and demand, the Soviets must earn reserves of foreign currency to
pay for imports from the West. Hard currencies are usually spent
according to carefully laid plans and anything which upsets these
plans can affect the channeling of inputs from abroad to other
sectors of the economy. The Soviet Union has difficulty producing
goods needed by the West, which means foreign currency earnings
are scarce. In fact, the Soviets are many billions of dollars in
debt to the West at present, which forces them to weigh cautiously
the allocations of hard currency earnings.

There could be far-reaching ramifications in the high prices
the Soviets will have to pay for alternative grain supplies and
greater imports of meat. U.S. intelligence sources, using price
data not usually released by world grain companies, have testified
that the Soviets were forced to spend at least $1 billion more in
premium-priced grain than they would have paid for American grain
in 1979. Spending this additional hard currency on grain and
meat could force the Soviets to forego imports of other goods and
technologies, depending on the amounts of credit Western countries
extend to the Soviet Union.

Soviet leaders have so far been spared the full force of a
total cutoff of U.S. grains. A tough U.S. policy in 1980-81 with
even minimal compensation would increase the probability of
significant repercussions on the Soviet livestock economy. One
of the intangibles is that the Soviets have now been warned and
they will undoubtedly seek ways in which to diversify their feed
imports and substitute other goods for meat consumption. It
would require a few years, however, for such a process to produce
stable market conditions.

Prospective 1980/81 Soviet Grain Imports

The USDA estimates that the Soviet grain harvest for 1980
will be approximately 181 mmt, bunker weight, with very high
moisture content. It is probable that due to unusual amounts of
rain over most of the Soviet Union during the harvest, 13 percent
or more of the grain crop will be unusable. This will be the

4
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second successive poor harvest for the Soviet Union. It all but
guarantees the successful continuation of a U.S. embargo if
effectively implemented and coordinated with other grain producers.

Soviet import needs in 1981 will be high because stocks have
been drawn down so heavily in 1980, but USDA estimates that the
Soviets will not be able to procure more than 20-25 mmt of grain
from non-U.S. sources, if that much. Other grain exporters have
experienced a wet harvest this year.

The expected Soviet crop of 181 mmt, after adjusting for
waste, 1s possibly under the minimum required to maintain current
livestock inventories. A crop this size will undoubtedly be
inadequate to meet planned livestock weight increases, or to
replenish declines 1in stocks.

Reports are that meat supplies have already dwindled in
certain areas of the Soviet Union in 1980. In some places, beef
is available only at very high prices on the kolkhoz or collec-
tive farm markets, and not at all in state stores. Observers
report that meat appeared in state stores in January and February
due to distress slaughtering on farms with very tight feed supplies.
However, meat availability dropped again in March, and it now
seems inevitable that per capita consumption will decline in
1980.

In sum, the U.S. grain embargo of 1980 was too lenient to
have the immediate impact it could have had on the Soviet livestock
economy. The Soviets undoubtedly paid a price in shortages of
meat in state stores, and in higher prices for substitute grain.
There were also inescapable disruptions on Soviet farms and in
the grain distribution system.

LEGISLATIVE HISTORY AND POLICY RATIONALE

An embargo in peacetime is a non-military instrument of
foreign policy which is only used when a country wishes to engage
in limited economic warfare. Its major advantages are surprise
and initiative. 1Its effects are short-term because the country
against which the embargo is directed is left to regroup, reassess
and respond to the initiative of the country imposing the embargo.

By rescinding some U.S. grain sales in 1980, President
Carter attempted to deliver a sound blow to the Soviet livestock
economy. Using his authority under the Export Administration
Act, he utilized the partial embargo to express resolute displea-
sure and indirect opposition to the Soviet's brash invasion of
Afghanistan. But the Carter Administration, clinging to the
graduated response theory, did not use the instrument with full
force and ended up causing domestic dissatisfaction, reducing
U.S. credibility in the world community and severely retarding
the usefulness of the embargo in reaching its objective. Because
the U.S. ended up sending about 15 mmt of feedgrains to the



19

Soviet Union under the partial embargo, the result was a rather
unclear signal to the Soviet Union that business simply would not
be quite as usual for awhile.

There is little doubt that a total denial of U.S. grains and
a detemined effort to obtain multilateral cooperation could have
made the Soviets pay a heavy price for their delinquency in the
world community. The Carter Administration made it appear that
the objective of the embargo was a heavy price, and Administration
spokesmen have confirmed the fact that the aim of the embargo was
not only to get the Soviets to pull their forces out of Afghani-
stan. Even the farm lobby thought this was a tougher policy than
it turned out to be, and that the Administration ought to have
done what was necessary to show the Soviet Union its appreciation
of the dangers Afghanistan represents to national and international
security.

Because U.S. objectives were never clearly defined, especial-
ly as other trade with the USSR was continued normally, those who
were against the use of an embargo from the beginning saw their
logic gradually adopted. These people held that the U.S. had
only to raise the price of its grain to achieve the same effect
as the diluted embargo. They argue that the "embargo" has been a
failure and that the United States has merely deprived its grain
producers of a good market. They point out that the embargo has
only worsened U.S.-Soviet relations, and that the U.S. has received
nothing in return.

The question arises whether the United States had the power
to effectively use an embargo as a foreign policy tool, and to
obtain cooperation from other grain suppliers. The answer to
this question is yes. The United States would probably have had
the storage capacity to take 25 million tons of grain off the
market and put it in reserves, or redirect it to the marketplace.
It also could have used economic means to persuade other countries
not to trans-ship U.S. grain or send more than a limited tonnage
of their own grain to the Soviet Union. Argentina, for example,
could have been given a choice between IMF credits or exporting
grain that year to the Soviet Union. Australia could have been
given a chance to decide whether it would rather receive military
spare parts from the U.S. or send more grain than usual to the
USSR. Likewise, the Canadians are dependent on U.S. industrial
imports. These countries would then have understood that the
U.S. was serious about its policy.

The East European countries present a difficult problem.
Some observers feel these countries have to be treated separately
from the Soviet Union. In many instances in political and econo-
mic spheres of international activity, they are given more liberal
treatment. Nevertheless, when imposing an embargo, with maximum
surprise and initiative, the East European countries would have
to be embargoed, too, because they act as conduits for trans-
shipments to the Soviet Union. This fact has been observed and
verified by intelligence organizations. Likewise, maximum efforts

17
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would have to be made to obtain cooperation from other grain
suppliers to keep grain deliveries restricted to East Europe's
own use. The tonnage delivered would have to be strictly limited
based on real need.

RATIONALE FOR AND AGAINST AN EMBARGO

In determining the rationale for the use of an embargo, a
policymaker should consider essentially two things. First, he
must decide whether the provocation has been sufficient. Second,
he must calculate the possible response of the embargoed country.

The Afghan invasion offered a strong provocation. The
incursion into Afghanistan is potentially the most serious indica-
tion of Soviet intentions toward the West since World War II.

For the first time, the Soviets used their own military forces to
suppress a nationalist movement outside the Warsaw Pact. Coming
during a period of strained, but commercially cooperative rela-
tions with the West, Afghanistan carried a shock effect which
some have compared to Pearl Harbor. The threat to U.S. oil
supplies which transit the Strait of Hormuz daily, with Soviet
troops 400 miles closer than before, is menacing to say the
least. The national security rationale for a strong response was
therefore strong.

Calculating the possible response to an embargo requires a
long observation of the other country. A country engaging in
economic warfare needs not only to know what capabilities the
opponent has for reacting, but which ones he intends to use. The
goal is to present the transgressor with a situation for which he
1s unprepared, for which he does not have the proper tradeoffs,
thus giving the embargo a chance to work while he reassesses his
position. The United States needs to develop greater capacities
for determining the intentions of the Soviet Union in the use of
its capabilities against the West.

A grain embargo appeared to be a rational policy instrument
which did not require extensive long-term planning. Moreover,
the Soviet Union had chosen a particularly poor agricultural year
for its Afghan gambit, with crop conditions probably worse than
Soviet leaders would admit. Even a partial embargo could be
fairly certain to create some problems for the Soviets. 1In
addition, grain is easier to isolate than computers or other high
technology items because the U.S. is by far the largest supplier
of grain to the Soviet Union, and cooperation is probably more
easily obtained with an embargo than with multilateral restric-
tions on other goods and technologies.

One rationale against using the grain weapon focuses on its
transgression of the ethics of international behavior. Neverthe-
less, given the obviously justified objections on humane princi-
ples, especially when speaking of an embargo against a starving
nation, this rationale 1s unconvincing when applied to the Soviet
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Union. The effects of a meat shortage in the USSR would be a
great frustration on the part of all concerned, but would not be
starvation.

For some, the overall economic effects of an embargo in
peacetime offer a convincing rationale against its use as an
instrument of foreign policy. Contrary to this view, the experi-
ence of 1980 has illustrated the flexible way in which the market
may be restructured to absorb embargoed grain. Increasing demand
for grain to meet rising consumption needs all over the world can
even absorb the effects of a coordinated multilateral embargo, if
necessary. Indeed, world demand for grain has been rising consis-
tently during the 1970s, and shows no sign of stopping.

The vagaries of weather, of course, also play an important
role in market distribution and price determination, as they did
this year when the U.S. crop turned out to be lower than expected.
This development has had a price-increasing effect on grain,
which has largely cancelled out the depressing effects feared by
farmers as a result of the 1980 embargo. Furthermore, a large
portion of the price depressing effects attributed to the embargo
by farmers during congressional hearings in June and July 1980
actually were being generated by expectations of a large U.S.
grain crop in the fall. Combined with the embargo, a bumper crop
possibly could have caused conditions of oversupply and lower
prices. Even this train of logic, however, is tenuous and would
be impossible to quantify. The great number of world events
contributing to the psychological forces which affect prices on
the world market are constantly changing and generating adjust-
ment activities.

In sum, the possible humanitarian and economic arguments
agalnst using an embargo as an instrument of forelgn pollcy, when
there 1is adequate provocation, do not appear convincing in the
case of the grain trade between the superpowers.

CONGRESSIONAL RESPONSE

On Capitol Hill, the 1980 grain embargo has fomented a
flurry of foreign policy analysis and legislation to alleviate
the perceived distress of the farm community. The general feeling
has been one of frustration with the embargo, with pronounced
support for lifting the embargo in the Senate.

Coloring perceptions of the embargo are a wide range of
views on the subject of trading with the Soviets in general.
Senator Strom Thurmond (R-S.C.), labeling the embargo a "halfway
measure," has called for a halt to all trade and to the issuance
of commercial credits. He has also expressed the opinion that
American farmers are absorbing the full effect of the embargo,
instead of sharing the sacrifices with manufacturers of high
technology items, which supposedly were embargoed but soon were
being licensed on a 'case-by-case" basis. He pointed out, for
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instance, that the Administration sent a high technology oil
drilling rig to the Soviet Union in May 1980, during the height
of the so-called embargo.

Senator Carl Levin (D-Mich.), on the other hand, has support-
ed the effectiveness of the embargo. On September 26, 1980, he
presented a speech in opposition to an amendment offered by
Senator Larry Pressler (R-S.Dak.) which would limit funding for
the embargo in FY 1981.

Senator Adlai Stevenson (D-I11l.), who from the outset did
not agree with the need for an embargo because he believes trade
with the Soviet Union is a source of normalcy in U.S.-Soviet
relations, has offered a compromise policy. He would entrust the
CCC with total authority to sell U.S. grains to the Soviets and
to determine the sale price through government-to-government
negotiations. Whenever the Soviets take an action which seriously
endangers U.S. national security interests, the CCC could raise
the price of U.S. grain, according to Senator Stevenson's system.

One problem with this suggestion would be the ability of the
Soviet Union to circumvent high-priced grain in the same way it
has circumvented the embargo, by purchasing grain from other
nations. One of the only reasons the Soviets purchase so much
feed grain and wheat from the U.S. is that American grain is
cheaper than that on other markets. It is doubtful whether the
control of pricing by the CCC would act as a "disincentive to
irresponsible conduct," as Senator Stevenson surmises in his
September 26 statement on the Senate floor.

Party politics have undoubtedly played a role in congres-
sional assessment of the embargo. On July 3, 1980, Governor
Ronald Reagan, then the Republican candidate for President,
endorsed the efforts of a group of farm state congressmen and
senators to lift the grain embargo. Governor Reagan has said in
effect that farmers should not be forced to bear the entire
burden of this response to the invasion of Afghanistan. He has
pointed out how greatly the Administration weakened the effect of
and the justification for the embargo by allowing U.S. subsidiar-
ies to sell the Russians non-U.S. grain, and by delivering sub-
stantial amounts of U.S. grain purchased by the Soviets 1in previous
embargo years.

The legislation that Governor Reagan endorsed in July was
introduced on the Senate side by Senator Robert Dole (R-Kans.)
(S. 2855). On the House side, Congressman James Abnor (R-S.Dak.)
and others introduced H.R. 7632, a similar bill designed to
rescind the embargo, on June 20, 1980. Since the introduction of
this legislation, amendments were offered in both houses to the
Appropriations bills for Departments of State, Commerce, and
Justice, which would limit funding from any of these agencies for
the embargo during FY 1981. The amendment was rejected by a wide
margin in the House on July 23, 1980. On the Senate side, Senator
Pressler introduced the amendment which was first narrowly defeat-
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Dear Mr. Dorgan:

I have been asked to reply to your letter of December 26 to
President Reagan in which you expressed your opposition to a
grains embargo against the Soviet Union. :

As you know, on December 29 President Reagan announced the
imposition of several sanctions against the Soviet Union in
response to their role in the current suppression of the Polish
people. Among these sanctions was the postponement of negotiations
on a new long-term grains agreement with the Soviets. In addition
we have been consulting with our Allies. So far they have agreed
to examine measures that they could take in response to the
present situation in Poland. They also agreed with us to reflect
on longer term East-West economic relations, particularly in the
areas of agricultural commodities, energy, and technology.

In considering a grains embargo, the U.S. Government must
realistically assess the role U.S. grain plays in the Soviet
economy and the need for support from our friends and allies if
an embargo is to be effective. We are also aware that even in
bad years the Soviet Union is still by far the world's largest
producer of wheat, almost all of which is consumed domestically.
This means that enough grain is grown in the Soviet Union to
provide, the population with a minimum diet. Grain imports are
needed to support the government's important political goal of
increased meat consumption, but are not necessary to prevent
hunger. 1In addition, Canada, Argentina, Australia and the
European Community also supply significant amounts of grain to
the U.S.S.R., and could supply more if the U.S. were to restrict
its grain exports. Given this situation it appears unlikely that
the Soviets would make any meaningful concessions in return for
¢ontinued access to U.S. grain.

The idea of charging the Soviet Union a higher price for
U.S. grain, though attractive, would not be workable in practice.
If the U.S. were to raise its price the Soviets would turn to
other suppliers, who would undercut the U.S. price by just enough
to maximize their sales. This year in particular the other exporters
(Canada, Australia, Argentina and the European Community) have

The Honorable
Byron L. Dorgan, )
House of Representatives.



large surpluses of grain. Even with the major exporters'
cooperation, grain is so fungible internationally that the

Soviets could avoid paying a higher price by buying their grain
through other importing countries. A complex: program of licensing
grain exports to all destinations would be needed to limit this
kind of circumvention. Such a program would require far-reaching
and undesirable government lnvolvement in oux~pr1vate grain
marketing system.

The Administration recognizes that the last embargo placed a
heavy burden on farmers and has made clear that any future trade
sanctions will apply across-the-board to all products. Even so,
since about two-thirds .of our trade with the Soviet Union is in
agricultural products, a trade embargo would hit the U.S. agricultural
sector heavily. I am not aware of any current plans to provide additional
price protection to farmers in the event of an embargo, but the
Department of Agriculture would have primary responsibility for
developing and implementing any such plans. Certainly the State
Department would not object to measures to offset the impact of any
future trade embargo on the U.S. farm sector.

Sincerely,

s/

Powell A. Moore
Assistant Secretary for
. Congressional Relations
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HEADLINE: Review Set On Grain Embargo;
New Agriculture Secretary Pledges A Swift Decision

BYLINE: By MWard Sinclair, Washington Post Staff Writer

BODY:

Agriculture Secretary John Blaock said yesterday that President Reagan has
called for a Cabnet-level review next week of the partial U.S. grain embargo
against the Soviet Union, which both Reagan and Block have criticized in the
past.

The embargo was imposed by former greSident Carter in January 1980 following
the Soviet invasion of Afghanistan. he action drew severe criticism from

farmers, mostly in the Midwest, who complaine8d they were penalized unduly by the
policy move. Carter extended the embargo earlier this month.

Block, an Illinois grain farmer who was among those critics, said he does not
believe the new administratioh will make a decision next week, but he promised

that "this will be dealt with swiftly."

At his first news conference since his confirmation as secretary, Block made
these other points yesterday:

The administration's budget-cutting review will touch agriculture programs,
-as well as others throughout the government, with more attention to the
costliest. At the USDA those will include the Farmers Home Administration,
dairy price supports and nutrition programs, Block said.

Food prices, which USDA economists predict could rise by as much as 15
percent this year, continue to be "a great bargain . . . an inflation-fighter."
He said the "trend line" on food prices is lower than that of other basic
consumer items, and he will oppose any governmental efforts to target food price
increases for curtailment.

The administration will work vigorously to bolster U.S5. agriculutural
exports, notwithstanding some fears that such a policy could lead to higher
prices for U.S. consumers.

Much of yesterday's session focused on the grain embargo -- whether and haow
long it will go on, whether it achieved its purposes and what will happen to

U.5.-Soviet grain trade in general.

Block said the embargo was raised at a meeting of the Cabinet on Tuesday,
with presidential adviser Edwin Meese III suggesting that a review be conducted

by the National Security Councll.

-
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The secretary said that he proposed that the review draw on other agencies’®
thoughts, as well, and that President Reagan went along with the idea. Block
said the issue will be dealth with again next week.

"I have always felt it was doomed to failure,” Block said, "but we need to
review it." Reagan, sharply critical of the embargo during his presidential

campaign, had taken a similar postion since the election.

Carter last year cancelled contracts for the sale of 17 million metric tons
of corn, soybeans and wheat, an amount beyond that provided for in a 1975
grain-trade agreement be2tween the two countries. After the embargo was ivoked,
the Carter administration allowed the delivery for another 8 million metric tons
that were covered by the 1975 agreement.

The 1975 agreement is scheduled to expife on Sept. 30. Rlock said he could
provide no details on extension of the accord.

Block also said that, should the administration decide at any time in the
future to embargo food or grain exports, he expects "to have a full and fair

share of influence” with policy makers.
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THE WHITE HOUSE

WASHINGTON

February 3, 1981

SECRET ATTACHMENT -
INFORMATION

MEMORANDUM FOR: THE PRESIDENT
FROM: ; RICHARD ALLE'\]@/

SUBJECT: : Partlal Grain Embargo':

Attached for your information is a cable concerning
Embassy Moscow's recommendations on the partlal grain
embargo.

Attachment

cc: The Vige President
Ed Meese
Jim Baker
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_ THE WHITE HOUSE
-SECRET ATTACHMENT - . WASHINGTON

February 3, 1981

MEMORANDUM FOR: SECRETARY OF STATE
' : SECRETARY OF AGRICULTURE
- SECRETARY OF COMMERCE
' 3U S TRADE REPRESENTATIVE

SUBJECI:» L v Partlal Graln Embargo

Attachment. for your information is a cable concerning
Embassy Moscow's recommendatlons on the partial grain

embnréo. .. ' . '4. .‘l /{Za“n‘( ‘&/ﬂ :

Rlchard V. Allen -
Assistant to the Presxdent

for National Security Affairs
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“Atfaéhment'
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As a contribution to the current review of the partial grain
embargo, I offer the follow1ng observatlons from the persoectlvef
of an American observer in the Soviet capltal I do so recog-
nizing that important factors out31de the realm of U.S.-Soviet
relatlons must be conSLdered in maklng a dec1310n, and .that some .
of these may be decisive. Nevertheless, I would hepe that the
"Moscow perspectlve will be given approprlate weight 51nce our -
decision on this question could have a profound effect on our .
ability tofmoﬁnt aICOherept and effeqtive-pplicydto_deai with
_the'USSR--L;QQ- e e, I s e, _ ,

EFFECTIVENESS

Up to now it is élear that denying the Soviets more than the
eight miliion'tOns of U.S. grain per year gdaranteed to them
under ‘the long—term grain agreement was not as effective as many
1n1t1al1y hoped. It has, however, had a significant (if not
completely measurable) impact on the Soviet economy. Not only
were the Soviets unable to make up their entire shortfall by
purchases elsewhere, but in the scramble to cover as mucn of
their needs as possible, they were forced to pay hlgher prlces,.
accept less advantageous shipping terms, absorb the inefficiencies
of more erratic deliveries, and probably to dip more deeply than
they planned into their strategic gfain reserves. Even so, meat
production declinéd and the steady growth of livestock herds
registered in earlier years was stopped in its track. They emerged
from the experience in a weakened position, particularly as re-
gards stocks of feed grains, and now face a tighter supply situation

on world markets than they did a year ago.

At the same time, public cynicism that the current regime is

incapable of providing a better life for the consumer has

142]
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deepened and many Soviet c1tlzens seem to attribute food shortages
to the U. S. embargo and thus —- lmpllc1tly -— to their government's
invasion of Afghanistan. 'We should, of course, do what we can .
(e. g-r via VOA) to foster this impression since it complicates '
the task of the Soviet leaders in w1nn1ng popular support for
mllltary adventures abroad.

ALEVERAGE FOR_THE FUTORE

Y et -
Srdgmn ST S

Sov1et croos are notorlously hard to predlct, but on the average
"two out of flve are- poor.' A couple of ‘good years would of course
alleVLate thelr predlcament — though not in 1tsel£ ‘solve the
feed graln shortager 51nce they are not self-suff1c1ent in that
area even 1n good years._ Still, the 50v1ets tend to take the .. .
long view and it must be apparent to them that, whlle -they may
be able to ride out a'U.s. embargo for a year or so, they cannot
do so 1ndef1n1tely.~ ‘When the Soviet crop is poor, only the U. S.
provides-supplies in magnltudes commensurate with Sov1et needs.
But hitherto the-potentlal lever this prov1des the U.S.. has had'
little effect on Sov1et actions because the Soviets are confident
that the 1mpat1ence for quick results for which Americans are
noted, combined with political pressures, will render any attempt
to use the lever of- short duratlon and therefore manageable from
the Soviet p01nt of v1ew.- v . L

THE STRATEGIC DIMENéION

In the Soviet'view; grain is a strategic commodity. Conditioned
by centuries of history which demonstrate that food supplies

are critical to morale and indeed that shortages inevitably bring
discontent to the population and extreme shortages open rebellion,
an adequate fcod supply is considered as important to national
security as arms and men trained to use them. No secret is guarded
more jealously than the size of the nation's strategic grain
reserve -- so jealously and effectively, in fact, that U.S. in-

telligence knows far more about the newest Soviet weapons than

9]
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about Soviet gtain reserves. Favored by nature and a productive
economic system, we Amerlcans have gone to a dlfferent school:

-to us who have never known famine and whose greatest’ proolem

in recent decades has been the management of surpluses, food _

is a "non—polltlcal“ commodlty, one of purely economic, and perhaps
moral, 31gn1f1cance-' In this part of the world such a view doubt—
less seems naive, but the Soviet leaders must cherish the. hope

that our tradltlonal attitudes will perSlSt When Lenin pred;cted

- that capitalists would sell us the rope to hang them with,” b _

" he doubtless had more in mlnd ‘than military and 1ndustr1al equlp- S

mentA

LIMITATIONS ON THE LEVERAGE

By the'above}”i:do not'ﬁean to suggest that we have it'in our
power to starve the Russians to submission or to effect major
changes in thelr system by limiting grain sales- to them. Their
productian is qulte adequate to prevent famlne or serlous mal- .
nutrition. - What they cannot do in the long_run without recourse ;
to the U. S. market. ls to provide the steady improvement in the
Soviet diet which the consumer has come to expect and which is |
one key to the increased productivity on which continued economic
'growth in the 80" 'S 1s 51gn1f1cantlj dependent.- Our'leverage

is thus at - the margln, but is nontheless potent. The Soviet
leaders themselves demonstrate the importance imported food has.
for the polltlcal and economlc health of the regime by spending
‘large sums of scance hard cu:rency for food rather than 1ndustr1ai
equipment more directly relevant to their military machine.

If they cannot depend upon impOrting grain when they need it

—— and in the quantities they oeed —— then the Soviet leaders
will be forced to increase further their already heavy invest-—
ment in agriculture, and this will make their resource alloca—
tion problems —-— including those for the military -- even more

acute.

POLITICAL CONSIDERATIONS

Aside from the economic and long-term strategic significance

X
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of supplying the Soviets with grain, there is also a political
‘dimension. A decision at this time to eliminate thelpartial

embargo would seriouSly undermine the overall postﬁre we should

- be maintaining ——- that is, one of firmness and of insistence

that the Soviets end their expansionism-and'troublemakingﬁoutside
their borders if they desire a cooperative relationship with
us.;*Inasmdch as unfettered access to our grain markets is one

of the'most valuable privileges we can'grant them,. a decision _

to confer it in the face of thelr continued occupation of Afghanlstan,
threats agalnst Poiaﬁd, and adventurlsm elsewhere in the world

would suggest ‘that our w1111ngness to act does not match our -.:
rhetoric. - Irrltated as they may be at times by words, the Soviet
leaders are realxsts who Judge others by their acts much more _
‘than thelr-words. It would. be most unfortunate to leave the . - “tg.'
lmpre551on that we - are unwllllng to match our words with deeds. |

RELATTONS wifH’AiLIES’"~

Though Mosoohuis hot the best vantage pointé%o assess our relations -
with our allies, it‘would seem that our decision on grain sales .
could have a bearlng on our- ablllty to maintain allied unity -

in deallng with the Sov1et threat over comlng years. Up to now,
allied support‘for economlc 'sanctions has been imperfect, to

say the least ” Nevertneless, our ability to strengthen allled
backbones could be 51gn1f1cantly undermlned if we resume unre--
StrlCLEd graln sales, since it will appear that we are asklng

the allies to make.sacrlflces when we ourselves are unwilling

to do the same.

OPTIONS

We of course have more choices in regard to our policy on selling
grain to the USSR than to embargo or not. Since the long-term
grain agreement expires September 30, 1981, we have several broad

options in the future:

-— A. To dropo the partial embargo and allow unlimited sales

henceforth;
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“+*, -— B. To maintain the limited embargo for the time being,
but renew the long-term grain agreement, which would ensure
Soviet purcnases of six million tons a year and permlt elght
mllllon w1thout USG approval; g
'-— C. TO renegetiate the long-term grain agreementétovprovide
for higher or lower levels of guaranteed sales; or

- D., TOo malntaln the partlal embargo, refuse to extend
or renegotlate the long—term agreement, and requlre nrlcr
'approval of the U.S. for.all Soviet grain purchases in the

s S..'_.;f ﬁfr:‘u_';f'-“\‘ BRI e

OUtlon A would prov1de no 1everage —_— and also no guaranteed
sales. Optlon D would prov1de maximum leverage in that sales

to the Soviets could be: rationed in accord with market condltlons, %

their behavidr, 6r other factors. Options B and C wduld‘guarantee
a svgnlflcant level of sales for the American farmer, but preserve
some leverage durlng years when Sov1et crops are poor. Should

. .we decide to renegotlate the long-term agresment, our negotlating

. position will obviously be stronger if we have not lifted the
partial embargo before hand and have not announced an intention

tO do SO. '

' RECOMMENDATION -+ 7

In sum, I Stronglitrecommend —— domestic considerations Permitting
-— that our grain.export policy be considered as an integral

part of our overail policy toward the Soviet Union, and that

it be consistent with our poliey in regard to industrial exports.
We should recognize the long-term strategic dimensions of grain
exports to the USSR and take account of the fact that the de-
cision to allow, forbid, or limit exports provides one of the

most powerful non—military instruments for dealing with the

USSR. Both the carrot and the stick are inherent in the policy,
but they cannot be employed to full effect unless we can
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- devise-a consistent, long-term approach and convince the Soviet

leaders that we are willing to implement the policy over the
long haul. As we work out the details of our overall policy

in respect to the Soviet Union, there are advantages to'leaving'

the Soviets in doubt ‘regarding our ultimate decision on this
question. 1In particular, advance assurance that we will not

in the future attempt to use the "grain weapon" would,.in,effeét,-

reward bad béhavior Qithout'any compensating concession on the

-

Soviet part. .
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