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MEMORANDUM 

NATIONAL SECURITY COUNCIL 

µGRE~ ATTA.CHM~ 

ACTION July 21, 1982 

MEMORANDUM FOR WILLIAM P. CLARK 

FROM: . ROGER W . . ROBINS~ 

SUBJECT: US-USSR Grain.,.·Agreement 

Attached at Tab I is a memorandum to the President concerning 
the US-USSR ·Grain Agreement for your signature. 

Bailey, Nau, Rentschler, and Blair concur. 

RECOMMENDATION 

That you sign the memorandum at· Tab I to the President. 

Approve Disapprove 

Attachments 

Tab I Memo to the President 
A Interagency Group Memo 
B Issue Paper on Grain Agreement 

-· ~Ct.J\SSIFEO 
V, 1t uidelines, Au 

-
- ~~- NARA, Date By 

eDCR:E'f M'.Pi'J.:CDHB!i'.P . . , 

8E6REI 
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MEMORANDUM 5130 

S~T 
THE WHITE HOUSE 

WASHINGTON 

INFORMATION 

MEMORANDUM FOR THE PRES.IDENT 

FROM: WILLIAM P. CLARK 

SUBJECT: US-USSR Grain Agreement ~) 

Is-sue 

The timing an.d substance of your decision concerning how best 
to proceed on a US-USSR grain accord given the close connection 
that exists between the Grain .Agreement and. the Polish and 
Soviet sanctions. (~ 

Facts 

At the interagency meeting of July 20, representatives of State, 
Defense, Agriculture., ·Commerce., USTR,. CIA and NSC met to consider 
the timing of your announcement concerning ·the Grain Agreement 
and the scenario. for advance consultations with the allies (Tab A). 
As any understanding on ·grain is widely_perceived as. connected 
with our sanctions pol.icy, the interagency group recommended that 
prior to your announcement of a decision the SIG IEP have an 
opportunity to analyze the ·measures announced by the Polish 
auth.orities today and .that we first consul.t ·. with the all.ies about 
the significance of these measures. These consultations will 
most likely be held . at NATO on July 26 or 27. Therefore, it is 
recommended that the decision not be announced before July 31. 
This suggested timetable is based on compelling foreign policy 
considerations., although domestic factors make an early announce
ment desirable. (~ 

Discussion 

The foreign policy considerations center· on preserving the con
sistency and credibil.i ty of. our policy of encouraging the allies 
to exercise economic restraint toward the USSR .and· participate 
in sharing some of the burden of our economic · measures of 
December 1981 (Tab B). Another one-year extension of the LTA 
with no change in ·the minimum,. under present circumstances, would 
be generally acceptable to our farmers, Congress, and the allies. 
The faJ:Iners, for instance, are well aware that the Soviets are 
facing a fourth consecutive poor harvest (perhaps as low as 

SE~T 
~ on 
July 21, 1988 

SECRET 

DECLASSIFIED 

NLRR fu1P-r1at/e':l00 3~ . 

v .lf4. -lARA DATE_!$! 



158 mmt} and will need to import. at least 40-50 mmt during 
the year October 1982-September 198.3. The Soviets can only 
get 30 mmt from non-US sources, .and US farmers are therefore 
virtually guaranteed of Soviet purchases well in excess of any 
likely increased .minimum.: Soviet demand level,s will ens.ure a 
firming trend in grain prices with or .without an increased 
minimum. A decision not to request an increase in the minimum 
would have the added advantage of not requiring negotiations 
with the .Russians (a simple exchange o.f notes wauld be 
sufficient} and weuld avoid sending a s·ignal to our detractors 
at home and· abroad that the Polish s.ituation has improved 
enough to i 7rmit the interpretation of a return to "business as 
usual .. " (~ 

Attachments 

Tab A, 
Tab B 

Interagency• Group Memo 
Issue Paper on Grain Agreement 

Prepared by: 
Roger Robinson 
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WASHINGTON. D.C. 20220 ~ 
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HD10JW1DUJ1· roar: WII.LIAM· P-.. CI.AU. -

ASSISTANT.' '?0- THE' PRES~DEr.r' FOR~~~ 
. · · D'l'IONAL.. SEc:tJ!Uff AnAllS ---· 

• SUBJ~, Possibility of US-USSR. Grain Agreement 

Th• repra■entatives-·
1

from: State, Defense., Agriculture, 
Commerc•,. US.'l'!t~ CIA and · HSC. met a.t Treasury to consider the 
t:±min~- o~ any announcement and the scenario for consultations. 
with tha-aI.l'Ja•· !~a- decision is. ultimately-made to extend in 
any· way· the-us-ussa Grain. Agreement.. 

1'h• conctus-ions of· t:he- group· were:· - ... - .. . 

· t~ · ·The- grain agreement is sufficiently· connected· 
wit·h.. Ea•t:.-Wo■t economic issues. in general (including sanctions) 
that no dec:Ja-ion on the agreement should ·be· taken until Ca) the· 
U~S:. Government has bad an opportunity -to analyze any measure~ 
t:hat th• Polo• announce on· July 2·2.,, the· Polish Na·tiona·1 ·cay, and· 
'Cl,)' the u.s·. Government consults with the· allies as to what the· 
reaction. t:c :he- sanctions should· be·, i.e-.. , to what extent:, if 
. any, do- th• mea11urea. warrant relaxation of sanctions. 

z. consultations with the allies will _most probably 
be- a~ NATO on, Monday, July 26. Therefore,. a dec-ision on the 
a9r .... nt •hould· not be · taken before ~!it end of July. 

J: .. 'rha need· for consultations with the allies will to 
some, degree be- a•f.fected by the- extent to which- Polish actions
cal L for a re-laxation- of some- sanctions. U · Polish action. is
mtn'imal· aw.t th&: tt .. S. .. _Ga11et:~men~ eventually· decides on extention 
o~ •CJ:•ement, lrom a · foreign pol.icy point: 0£ view. we would. wane. 
to- delay tha• announcement, but from a domestic standpoint: the 
delay· •hou14. baa& short as- possible. Before any announcement, 
or before any approach to the- Soviets, the· NATO countries and 

. Japan,. Au•tral ia and New. Zealand ne_ed to be infoi:med. 

DECLASSIFIED 

NLRR {O\o ::1 ti/¥ -:d fOJ?1s 
13Y ~j NARADATT:.~ 
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u~s.- u.s.s.R. GRAIN AGREEMENT 

ISSUE 

_ ~he EC is- extremely critical of the U.S. grain sales to ✓ 
the u..s.s.R .. while this country presses for cooperation on trade 
s ·anctions ag·ainst the Soviets. The current u.s.-u.s.s.R. Gr-a.in 
Ag.reement will e·xpire- on September 30 ,. 1982 and the Administration 
mus:t decide. soon. whethe-r -to negotia.te · a: new agreement., ex.tend th~ 
c:urrent on·c:,. or ~llow it to·· expire. 

:t. · BACKGROUND 

S-oviet food policy shifted in the early 1970' s fror.1 __ 01')~ 

of living with wide variation in- grain supplies and slow growth 
in production of livestock products to one of raising the trend 
in l.ivestock.. ou.tpu.t and using grain imports to balance surges 
and shortfa.11s in production. The f.i.rst indication of the new 
policy· came in 1~72 when. the Sovie.ts pu.rchased 19 million tons 
of grain in· u ... s. markets within- 3 months. In the wa-ke of con
tinued vola·tile. and largely unpredictable purchases from .. the 
u.-.s .. , the Ford Administration suspended sales in 1975 until t ·ne 
U ... s.-u.,.s-.. s ... R. long-t.erm grain agreement (LTG) was negotiated. 
The· agreemen.t required minimum Soviet purchases .(6 mmt) and 
a:llowe·d them to pu.rchase- 2 million a.ddi tional tons without· 
consul tat ion. The. purchases were to be evenly spaced over the 
yca .. r ... Purchases a.bove 8 million tons could be made _ only after 

· cons.u.l ta.tions. w-i.th U ... s .. officials. During 1976-79, when -the 
-· a:g-reement was in force and before the January 1980 embargo, 

g.r .a.in sales were less volatile than previously and the U .. s. 
sha-re of the So-viet ma·rket increased. Although the embargo 
was lif.ted in April 1981, the Soviets· have only purchased U.S. 
grain residually to other supplies, notably from Argentina, 
Australia, and Canada. This pattern has been reinforced by 
the postponement of n-egotiations on a new agreement in the 
a.ftermath of the Polish De.claration of Martial Law. As a result, 
the u .. s.. has slipped from supplying a peak of over 70 percent -
o·f o.s.S.R. grain imports to around 40 pe·rcent. Only a fourth 
consecutive- poor u .. s •. s •. R. crop will prevent the U.S. shar._c ____ _ 
f:rom de.c:lin.ing even . further in 1982/83. 

~I.. . DIS'CUSSIOt.r. 

Sovi.et Regu-ir~rncnts. The u.s.s.R. l1as imported over 100 mr:it. of 
grain since June 1979, and will likely import another 40-45 mr.it by 
July 1983. It. now appears that the volatility in grain import 
requirements is being compounded by chronic failure to meet long 
term output goals .. Total Soviet imports of food items, including 
e.g., meat, dairy produc·ts, sugar, vegetable oil, etc., account 
for 40 percent of all harcl currency imports. In 1982, the total 
bill for agricultural products will likely increase ~y Sl billion 
up to Sl2 billion, but the total will depend on several policy and 
production related factors. 



The Soviets are committed to ambitious food goals through the 
l.980's, with the in-tent of relying more heavily on domestic production. 
Although they have indicated a shift to decreased reliance on 
capitalist countries as a food source, the consumption goals will 
be difficult to meet witnout large-scale imports from the West. 

World Grain Trade. The u.s.-u.s.s.R. Agreement is expected to 
rain tradin atterns in th ~ In 

t e onger erm, owever,. t e ack of a·n agreement would remove the 
mi.nimUl:l levels of Sov.ie·t purchases from the U.S. Without an LTG, 
other exporters. would: l ·ikely continue their recent pattern of 
production expansion,. to the detriment of U.S. market share in the 
u:.s ... s...R. Since 19--8-0, Argentina . and Canada h-av~ increased production 

_,,.,..., •. by, roughly · 25 percen.t. · Even larger supplies in the future will 
mean increased competition for non-Soviet grain trade as well. 

. . 

U.S. Foreign Policy Considerations. The U.S. is pursuing, and 
encouraging its allies to pursue, a general policy of economic 
restraint with the u .• s..s.R •. , based ·upon fair burden sharing in the 
r1est... A government-to-government agreement, especially one perceived 
as. newly-n'egotia:ted, that promotes g.rain exports, would be regarded 
as an exception to that policy. It would provide ?ioscow with 
partial insurance against any future changes in gra.in export policy • 

. ·.· ,.~,·;,.,..-.• ' More'.spec.ificarly/- n·egotiations \tlith the Soviets would signal 
· an ' end to one of the President's measures against the O.s.s.R. in 

response. to the Poland crisis, undercut.ting the general package of 
-Poland-related sanct.ions, and implying that the situation there has 
im roved and that Ehe O.s is reared to ado Ea "business as usual" 
gta·nce. The Soviets cou e expecte to promote this interpretation 
vigorously .. 

Resu~inq negotiations would ccnfJict with th~ decisiori to 
ex.tend extraterritorially sanc.tions on oil and gas eguipment aod 
~echnology. In the absence of real changes in Poland, resuming 
ne otiations would undermine U.S. credibility on burden sharing 

a s exercise in 
credit and trade arrangements with the u.s.s.R. 

The EEC heavily criticizes the u.s~ for continuing the Grain 
Agreement while we request them to undertake sanctions against the 
Soviets. All.owing the Agre.eme.n.t to expi.re, however, is unlikely to 
cha-ng·e the Europeans-•· atti.tude_s. They w.il.l see our demand for 
additional sanc-ti:ons as unreasonabl.e regardless of the status 
of the Agreement. Furthermore, even without an agreement, _the 
Soviets are likely to continue purchasing considerable amounts of 
U.S. grain (at least in the next yea.r): thus, the Europeans would 
accuse the U.S. of undertaking no real hardship ·in the near term 
by letting the Agreement expire. Furthermore, the Europeans seem 
to use the Agreement as an argumentative point and care little 
about the substance of grain sales. 
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Rene otiation of the Agreement, however, (or extension of an 

rhetoric from the Europeans. They might also refuse to undertake 
any further s·anctions and could even reverse those already imposed. 

In the absence ·of an agreement, the U .s. would have to take 
dras.tic action under the Export Adminis·tration Act to limit Soviet 
purchases from the. U.,S .. either through export controls on all 
foreig.n customers (because of severe. domestic shortages) or through 
-use· of the national se·cu.i:i ty and foreign policy provisions. of th.e 
Act., · Thusr continuation of the· current ag·reement would be more 
ef'.fec.tive in regula.ting u.s.-u.s.s.R. grain trade than. let.ting the 
agreement expire. Some analysts believe -that a new agreement 
would increase Soviet vulnerability to a new embargo. 

On the domestic front, the U.S. farm sector is experiencing 
serious economic hardships in the face of record grain supplies and 
low prices, as well as high interest costs and continuing in-creases 
in the. prices of production i terns. Rel.ieving these burdens on 
f .arme.rs will r .equ.ire continuation and possibly expansion of farm 
p.rograms which will° require additional budget outlays. · The 
negotiation. of a- new agreement that guarantees a larger share- of 
the· Soviet market for U.S. farmers is virtually the only cost-free, 

.. · · ·mctrket-oriented . step the Admins'tration can take to he·lp the fa·rm 
community .. It is- also consistent with the central featut:e of the 
Adminis·tration' s farm policy-increasing agricultural exports. 
Farmers will regard the decision on the agreement as a test of 

.Administration c.ommi tment to agriculture. The u.. S. maritime industry 
·also has an int.ere.st in a new agreement in order to pres.erve a 
share of the u.s.-soviet· grain trade for u •. s. shipping • 

• .• I , 

1 



MEMORANDUM 

~ 
NATIONAL SECURITY COUNCIL 

INFORMATION 

MEMORANDUM FOR WILLIAM P. CLARK 

FROM: RICHARD PIPES 0 

July 22, 1982 

5091 

SUBJECT: Proposed Extension of U.S~Soviet Grain Purchase 
Agreement 

I understand . that consideration is being given to coupling the 
proposed one-year extension of the u.s.-soviet grain purchasing 
agreement with current developments 1n Poland. Such a step., in 
my mind, would be a mistake for it would quite needlessly complicate 
public perceptions of our grain sales policy, especially in 
Europe. ~ 

When the President lifted the grain embargo in the spring of 1981 
and later extended the old agreement for one year, he did so 
without demanding from Moscow any reciprocity. Our justification 
was that grain is so widely available on world markets that no 
embargo on grain sales can be effective. This explanation is not 
water-tight but it does have a rationale and we ought to stick to 
it for the sake of consistency. ~ 

If we were now to say that we are extending the old agreement 
once again for a year not because it is economically prudent to 
do so but because the Polish Government has released 1,200 internees 
we would: 

Attach a political condition to grain sales which was not 
previously invoked and do so ·as a reward for Polish actions which 
really do not deserve recognition; 

Leave ourselves open to the suspicion we are looking for a 
way out of our sanctions and encourage the Europeans to relax 
their own sanctions against Poland and the USSR; and 

Expose ourselves to charges of . hypocrisy . by attaching'moral 
and political pseudo-justifications to actions which are in 

.~ reality executed for commercial reasons. (~ 

The following course seems to me preferable: The President could 
announce some time next week that the events in Poland do not 
justify li£ting the t'ecember 1981 sanctions on negotiating with 
Moscow for a Long Term Grain Agreement, for which reason we are 
simply extending the old agreement for yet another year. Such a 
measure will cause a minimum of ripples, give no excuse to the 
Europeans to relax their own sanctio~s, and make us less vulnerable 

to c~s .. ~ ;pocr~y. ~ ~~ DECLASSIFIED 
Baile:f ~O!{;~, Na"ii' and Dobriansky concur. NLRR ft>lP ... IIY/frf /o05le> = July 22, 1988. BY ,.ef'NARA DATE.:tlz!/0 e, 



1)t)f· se"U:-' 
I . fjr= UN\o':' - ? 
; . . p G(l.A-\~ 

ISSUE. PAPER , 
. u.s.-u . s.s . R. CRAIN AOREEH£Ht 

Issue 

_.: ~~~~ 
i ~\elf o,~ 7( rv 

Tbe·current u.s . - U.S S.R Grain greem ent'wil l ,pi~• on 
September 30 , 198_2 • . The Admin i.s trat i on need1 t o d;ecide whe ther 
i t wanta a f orma l r rang eeen t (a nd , l f a~ . what•k1~d or rora l 
arr ■nae■ent ) t o ove rn u. s~-u .s.s . R. gr a ~n rad • ~t•r 
September· 30 - ; 

.. 
Background 

'.'. 

U.S . -U.S.S.R . Grai n Tra d e Pri or to 1975 
-

Agricu l ture i o ften cal le d t h e Ac hill e s heel pr th~ So 
lln.i on..!..s.. __ e._c.o.nQmx_ . __ A har~h cl i mate , in ade qu a t -r a! nf al l 1 lid' 
poor soi l mak e periodic crop shor tfal l ~ir tY 1 ~•rta int r . 

---· - - T-h-e.a.~ p.eo.b-l..ellA.-O!'... wea;ther and. geogr aph y ar .- compourded b y 
aQkvar d tech nol og y • f"d_ an _ xt r e m~lY,, ine! !f-cient Sr Yiet. 
a r1 cu l tur al .:sec to r. ~ ·'-- .-...:.: . · - - • . 

. - --·- . 
. be_ fi rs~ al or U •• gra in t o th e So v ie t Union occurr e d 1~ 
..:._i g6 3 u.h-e.n._as_a_ - :r_e 5 u l Or a, ma j o-r· Cr op r ai l ur . 0 t.he Sov 1 et 

uere. compe lled _t o im p or t O.Ji million metr ic- t; o na ~mmt ) o t · 
-1r.ain 9-1.n.c.l.ud.i.n g__1 "8 mt rom t he U .s . n d. 8 mzat t i-011 ·C nad 11, 

nth~ decad e t hat r o l ow d, the- Soviet Un i on r emained ate d 
; I • 

c ua tom-e-r- -- o--f --C-a-nadian r ain prod uce rs am 1ricu l tvral p r oduction 
i n the U. S. S. R. f a ile to ke ep p a c 1 t h o~e•tie f' ••d •-~ h 
U.S . 0 how e-ve-r, a d e no f urther g r in aal a t_? tb oviet 
du ring t h e- 196 0_ as 4 • ,_ 

Cond i t~:~n-3 .. ~n ___ the e a rly 197 0 ' s reK ind led So viet in her~ st . D 

Aaeric n r ain~ Th~ u.s. nd th e u.s ;s • r b o~ h 
on ci ou a ly _ ovi & t o wa r d de tente. he Sovie a had c omaitt d 
hem s elve s to up g radin g their diet nd h U ~d amp l 
u pp l 1es of r a in to expo t ~ I · 
is 197 1 0 th Union pur ch .; ed 3 . S f e ed r 
rinc ip lly to incrc se their 11v ock nd poult y 
roduct! n. 

j . 
n 19 72 d wea her conditions n fie n 

r edu ction n U.S.S.R. r in arv st. pit liting ~ 
USDA' he a t xp r 3ubsidy program r c ntly 
nego t1 ted ~rd t arra n gement~ he Sovi t U ion n~ 
U.S . rn r k t n d n 2 3 month period bought 1· mmt 

. rain in~ ud i ng mes 12 mmt or whe t1 gn - ourt~ 
otal U.S,. h ::i crop. I 

DECLASSIF.IED / ~ 

NLRR ft>to-11q(iil1oqj 
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. -.. ' . The Soviet purchases were made confid•ntially and e1rly in th 
season before prices adjusted to the ~udden 1nfreaae 1n dema nd . 
At th~ same time, global rood production declined due to poor 
weathe~ conditions worldwide. The outco•e was la major 
d 1 arupt.1 on of the- Amer 1 can agr 1 cul tur,1. ■ark et. : with 

,· reverberating consequences throughout the e cono~y: 1rain pric ~ 
ahot up, leading to increases in th~ coat o f t~o4; tbe.riain g 
cost~ gave- a general impetus to i nrlation i nattonal &rain 
reserves were depleted ; and ·the- U.S Trea•ury ~•id lar1e 1rain 
companiea $333 million in export subs1d1e• atd 4iap•n••d over 

46 a1llion in s hippin~ aubsi diea to help ■ove tb• grain io th 
Sov iet. Union. 

he U.S.-U.~.S.R. Grain Agreement 

Concerned with report~ or Soviet crop t ailare and hoping 
o void a re pea t ot the 1972 s cen.r i o, t h~ u.s ! auapended 
rain sales to the Soviet Un ion n the au•••r ot 1975 a nd ~oon 

t bereatter began negotiating a lona-tera 1rain ~greemen t with 
I 

_ he Sov~eta. Th~ U.S. had two asic econo■ia c,jectivea in 
-~ n aoti ting such a n a greement. · - · - : .. .. : . 

Preventing S o viet disrupt i o ot US. d c■eatic market 

0 aon ble haare or _t h 
f 

n got :i tons e 
. -1 l wi n pro ision 

d n a~ ~gr em nt that c ont ain~ h 

\ 

j 

Th e· Soviet ere- requi r ed to purch•• 6: amt ot . u.s~ 
heat and orn~. in~ ap pr oximately equal *roport .or:1 . 

during eac I o r- h . fiv _;year cov1tr•d b~ the ·. . · ·. 
greement; I . 

Th Soviet s could make dd i 4onal puroh ·••• ot up o 2 

.--

rnmt o f g ra in durin an i y r thout co a-ultat i on ; · 
• .. t:., • . , ., .. - . l -. .. ·.-,:., -: ~ ·· : ,,,. _, .(I, ·';_. 

The U.S . gu r ntee d ~ ea ©t p I•• ot r in t o 
he· Sov i et Uni on; .: 

Consul t. ti on i t h- h u .. .. ( d e t 
' u ppl y 1 V 1 ) we r r equ 'if' d b o r 

buy Mor t h n 8 mmt; h o w V Q 
y h 

mmt e r guar n d" 

he-r 83 f1 e :SC pe cl au::s t u .. s .. H he n 
or m jor u.s c r op h o r t ~ 

0 

o n w r ob• ad urchase s o ( whet 
- prevailing marke 

n d 
ri c e ;;i n n . ccord 

I nc o r ni l 
c oamerc1 erm s .. I 



-··- --••C)- .. ~nu agreement, particularly_ throuah 'it• pro vision 
ror regular consul\ations. eased th~ way tor major ex panJi on or 
U.S. 1rain t~ade with the Soviet~. Moreover, ~• a reault of 
th~ agreement, ~ales or American grain to the U.s.S.I~ occu rred 

-==-· with more consistency, thus· avoiding- the uncertainty which h d · 

--· .. 

. . --

· -

. -· 

plagued the U.S. market before, 1975 .. if} · 

y · 973 

fl 97 rs· 

l 975 
~ 

'iY 976 

1977 .. 
.. 

1978 

y 1979 

Total USSR 
Grain Import 

(11mt) 

22 5 

5 •. 1· 

1". -1 

25 .6 

8. JI 

22.5 

19G6 

us Gra1n 1 us Shar e 
I 

Export• t.o uis• Grain 
USSR I :· <S) 

i 0 

( mmt ) I 
.... 

I I 

Pt. 1 I 3" 
I 

.s \ 79 

I 3.2 •2 
I 

14.9 ! .. 
58 

6 •· :. .. 73" 

1 Jf. 6 65 

15.3 i 
,,. 

-. ~ 

Total 
Impo rt 

- . ·- ~ -~-
- 1980 21·. O ·a . 3 

... ·- 31' ., 
198 3a: a 9.5 2fi - . 

I 982 .o r. 0 
: . ··t,. .oJ ct@ ) \ 

'C Grain Em I, 9so 

O~ ~January~ 19 8 0. in respon to tb o it ~tlitar 
I sion or Af gh nistan 0 Pr e :sid"-·••t Cart. r c noel f!d coatr o 

be al or 13.5 mm~ of u.s oorn nd wheat o tb So 1 ~ 
I 

Uu~on. Th U.S. lso d en i d the Sov iet• coe• Q n 
ddition 3.5 mm~ or gr in which h d en rr r • to u no 

J • t purcha $ed bJ the Soviet • ·1nall1 ahipaent \or soy~ n 
roles~ nd scm other gri ultur l duct· w r h lt do 

l 
h bl to ee of ih 
r- gr 1n ncr n · 'fr 
o e O c O lour~ nd meat r om ncn-U. ~ 

~r a _ ly rgenti n ~ Can ad 9 u t l. 

Th So et in ce ent ed i ton lon pu 
gr em n aw th rgentin a , Br zi ~ c~n d , Hun ~ 
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~ In Apr il 198 1. the President lifted t he Sovi~t 1rain emb ■ r 1 0 ~ , 

Thia was r ~ll owed by an .a,reement in Auguat . to ~xtend th• 
_ . expiring u.s . -u .s.s.R grain accord f o r an 1dd1t1~nal year . 

through September 30, 1982. In Octob• ~ 198 1, th~ U. S . offe red 
th• Soviet• an additional 15 mm~ of gr ai n raising to 23 mmt he 
amount or U. S . grain avai la b l e t o th~ Sov i ets du~in& fisca l 
year· 198 2 To date-, the Sovie t~ h a ve- Ptr chaaed r to tal o f 0 1},< 

__ ·mm t ·or U • S .. wheat and corn .. : "' l _. · 
I . 

U.S. Sanct ions Again3 t _ th e _ S o viets 1n A!termath r t he· Pol ish 
Declaration o f Martial Law I 

iacusa ions co ncerning negotiation of · nev U.S. ~U .S.S.R. 
l one-term gr ai n agreemen ~ were nde r wa y wi t hi n tbe 

dmini stra t ion when th~ Po lish go ve rn me n t deol ar ~d a sta t~ or 
art1al l aw i n, December 198 1. Wh e n· the : Sovi e t Union f a iled to . 

; " !l' es.pond to U.S. urgings t o hel p r estore: baaio bumaai. ri &h ta i n . 
-Poland , t he Pr eaident an noun c d a numbe ~ or ~a nc ' ions aaai na~ 
t h~ Sovie ts , including pos po ne me n t ot neaot1a t 1 n~ o~ a neu 
ra in agree 11 ent ... 

- .. .. - - , - -
· 3ov1et Inte r es t in a Hew Long-T ;.'i=m G~ 1~ Agree me n t 

~Siv ie~ gr i n pro uc ti o~ ha s decl in e ~ sharply juring t he p 
i hree y arm ft er· m r e- t.ha n a de·c cl of· st e ady g~ovth •. 
~l lowi ng a re cor~ rop or 231 mmt in 197 8 D t he harvest f • l r to 
79 mmt in 1979 , 1" 8 mm t 1n 1980. an d r e po rtedly It• 158 ••t.· 1 
9 8 1 ·· n a r l y on e- th rd be l ow target To a Yo id ma•• iv • · 

~hor taces . h e Sovi ts· hav e. 11porte d more· th a n - 10;0 m11 t o r.- 1 r i 
inc• Jun 1979. D r .in g the marketin~ yea~ endlnl t hia June 

~oaaow · ~ ex pected o 1mpor ~ r ecord ~S~mmt o Mo~eover~ las t 
eat- • s ·crop s ho rtr·a1 waS' no!t cocfin d to 1ra1n .. The outpu t o 

~ugar beets~ su nflo r s, nd potat oe as men& t e wors t of 
he _ pa t. two d eca de s 

-
. OYiet h rd urrenc y out l y th ya 

ommoditie a - i n c l uding gra in 0 othe ~ 
· nd vegetab l oil -- wil l p ob a bly r ~ 

bo ut .r b illi o n fro ~ l a st y a r Md 
ough y 8 bi l li on spe nt 1n 1980 Al 
ccou nt o rou g h ly qo per cent of ,ot 

:,ur c ti as, 

tor all • 1 i oult ur ai 
f eed s t urrs, aea t . ug r~ 
c h some $ 12 1 billion 9 up 

harp nc re a a f rom t h 
ogeth •~Q opd mpor no 
l Sov1 •rd u renoy 

· ve n with m 3 iv e grain i mpo rts , Mo 
r ur the r behind i n i t s ef fort t 
p er s i s tent int e rnal f oo d ho t ags . 

c0 con t in ~ e o fal 
!ii'ith s er i ou ' n d 

nro r ~ l r at t on i ns h s no 
pr e ad t~ most p r t s o f th oun~ry~ ~d n ear ly 20 c it ie s 

.c ur ren tl.y --ha ve· orma l c o u po n -r ti o ning · cheute s f oi-- at l ea s 
I 

oaae 
al .ao 
lhad 

toodso Limit s on pur c h ses r ny othe oQd t uf t hav 
b n imposed . Th a ucc s s ion or poor r in bar ~s t s h a 

I 
m jor im p c on t he lives toc k ctor by curt in 

l 
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• . . - auppliee. While the Soviets can now claim aor cattle and 
poultry than ever betore, the aver ag~ alaughier weight tor 

.::..= . . cattle baa fallen. Total meat production, which had ri:sen to 
_ _ - 15.5 mmt in 1979, f~ll to 15 mmt in '1980 and. ~981. Th• outlook · 

for dairy prod UC ts 1 a e Ven gl 00111 er. De :,p 1 t .. 1 • .-n- ,nor••ne or -·. ···---- · 
_ ao■e .. 6D.O,000 cows•· s1 nee JarUf'ary 1. 1f7'9, total milk producti on 

·• ·_ ... ... 'baa declined. almost 7 percent. Butter product ion haa fallen 111 
•. pereent. since 1978. ' \ 

~ver the short term, the Soviet suppiy or qi~t1ty f ood ~ 1 l 
probably worsen or at best stay about the aa■ e,., I ncre•aed me 
auppliea will occur only it there ia aubatant1~1 d iatreaa 

--- ----- ·araughtering~ and the resulting_ improve•ent voµld be tempor ry . 
Kremlin officials hav~ been reluctant to order \ Sovie~ farmer 
to reduce herd sizes be~aua~ rebuildin~ would ~•k• yeara. 
Feeding herds from domestic sources , however, J' ppeara to b• 
el1 beyond the ability of the curren~ r &ime 

ven wi~h a stron& recovery in domestic gra in roduct1on. 
-~ Moscow will continue to import large- a11ount1 or\ crain. · S1nc -= laat July the- u.s.s.R. has purchased record~~ m■t of grain 

I 

■ucb of which has already been delivered. ~urin& the next 
market ing yea~ (July 1982-June 1983), t he Sovieta vill probabl y 

I 

i mport 30-40 mmt ot grain, in p rt to 7 ebu1ld •~ocka deplet•d 
by. the la&t three ye ars of po·or: harvu ta. Moaoo !~ expect d 

__ o o rder about 11 mmt or- grain::.'for "c1e-~ver-1 dur~n& -
....:.July-September 198 • with the lev l ~r aubaeque t purchase 
:--- ependent. on: 0 

o .. he .s 1.z t h 19 82 ~o~ie~ ar in crop• 

0 

ard curre 
currency c 
to curtail 
i .mport int 

cy constreinta .. 
nstr i~ts or a d 
sho rt-term c edi 
nti on:s; 

Iner ing· So•iet hard 
c i ion ·bT w+atern bank 

ould haaper Hoaoov 

. I 
u.s.-u.s.s .R tradi ng 1 tion " nd 

The extent to whi ch he Sovi t• i 
d ependency n im por ted r in to gro • 

• 

her 

he Sovi ts c n btain m~at it not 11 or nex~ rk t n~ ye r ' 
rein import requ rement s f rom exportera other th ' n the United 
tat~; Some 10 million tons or grain ro■ Ar& n\1n ·, ad , 
nd Hungar y r uarante d to th UaS SR under ~onJ- t r 
greements n g o iated fol o~ ng th U.S. r in mbar o 1~ 98 . 

Th se nd oth r expor tin g countries ithe ~d 
omm itment o r r making plan to b ov et~ ~ 
dd1tional S . mmt of gr in during Jul 1982-Junei ·J98 3 ... 

Ixc luding t he ~ xportable supplies of U S~ r i ~ r ~i l 
x ~ o n th world market 3.5 mmt o whe t c :r ~ r i n 

~ ie h h~ Soviets cou d ~ is y h t r in per 
ent of" 5-15 mmt. \ 
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-;--. '--• ., .. In a Hay 2q apeeth announc i ng the USSl' 1 t o~d proa ram for th 
1980'• • Soviet Pre~1den~ teon1d BrezhneY made specific mentio n 

:.,. ----or· th·• need. to reduce Soviet import• ot' f ood.~tuffa f r om -=-- " c • p 1 ta 11 .st, count r 1 ea" • . G 1 v en the· l 1 • i t e d a a r 1 cu 1 tu r al ~ r port 
potential of socialiat countriea and the activ1t1 or th~ 
Argentines, Canadian~, and Australi•n• to ar ~an&e ne w gra in 
sales to the Sov i et Union , it would a ppe ar t)at the r,r ~renc ~ 

. to "capitalist countries" is directed t th e Unite d St a t es. 
. . ..,.., 

I n the· :same speech . Brezhnev a nno unced · pl a1'ne d in c re a se in 
t he mean annual production of gra in to 2S0-25p mmt f or the 12th 
Five-Year-Plan period (1986- 1990 ) ( aa c ompa re~ to the actu al 
a nnua L average or 205 mm~ during t h e 10th Five-Year-Pl an p~r i od 
( 1976-1980 ))r for mea t -- a planned incre a a• ~ ft mean annua l 
production to 20-20 . 5 mm t ( a s compared to t he actual a nnua l 
ave r ag~ or 1~.8 _ mmt during the 10th F1 ve-Y ear1Plan pe r iod ) ; nd 
t or milk -- a planned incr e ase i n mean nnu a1\produ c t1 on t~ 

o·~- 106 mmt (a:s compa r ed to the- ac tual annua l .avera& e ct· 92 . 1 
·:: . m~ dur i ng the io tn F1v@- Year-P lan p ff. 1od) T.he hi s t orical 
.:.:.- - r ecord of Soviet gr a in prod uction i nstabil ity ;au1gesta t h t 
! auc h produ cti on goals would be e xtr emely d1tt1cult t o tt~i n if 

t he So vi e ts we re to adh ere to t he an~ounced po~icy of educ in 
grain i mpo rts f r om ca pi talist c ou ntr~•• o part icularly t h~ 

nitenst tes · ' . ~ . ;.. , ·~ +-_ \ ~ 

Op-tion · ' . \ 

_ . . llow th e xist i ng u.s.-u .s .s. R. gr in a greem ent to e 
without pr ov i d i n g for a n y forma l ag r i cult u r a l tr1d in1 . · 
arran emen t between t he tw o cou ntrie s after Se te•beF· 0 198 2~ 

-- ···-

o uld 
J) o lic y 
gr a_1 n 
i mp r ov 

e co ns i tent 
o postpon i ng 
g r e eme n t. 1th 
me n i n t he 

Coul be p sent d 
duce go v r nm en 1 

ke in f .S... .g 

i tn th r es id ent I nnou nc d 
negoti tons on a r, •w lona t 

he So 1 .. eta un t i i- hc r e r 
Pol i s h ituation ... . 
s t h e• d min 1 a t r at 1 on • t t III p 

n ion in ta \ nte rna 1 
r ls, o d ct 1 

l • 
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• 0 -

'Vould lead t o disruption or t he U.S . &~•in mark•~ if 
th~ Soviet s were to re~ume their e r ra ti c purch•a1ng

1 
behavior of · t he· arly 1970 '• • · 

l 
-_Would prevent U.S . f armera from aaximiiing. their shar 

of grain sale~ to the Sovie t Union. . , 
,. 

f or ~r1culturai pr c 
programs and oul d 

Would i ncr ease federal outlays 
support a n d production control 
further r educe.~arm i ncome . 

' .... 
• I . .. 

Wou ld undermin t h~ Pres1dent1a commi t 
increase a g ricultural ex porta~ 

Estend-the existing U.S . -U.S.S.R grain ent for. one• 
ar. 

Woul d 
as:su re 
marke- t 
market 

for mal t~adin~ arrange ~en t that wo uld 
I 

U.S . farmers or some acceaa t o t he S~viet 
a int in 

and i nsulate domes ti u ~,:r :ir rro■ '\ incr~ased· 
disrupt ion .-· _ 

·~ -~ --~ -:-. - -,-~ - I 
Voul d c ontinue the statu~ quo~ · thereby avoidin& 
c harg e that the U.S. was maki-n~ conce~sion to 
Soviet 3 in he bsenc~ or an improvemenJ in the 
~ituatione - I 

I 

Wo u l4 allow r or mo r. positive trade tmospherc th 
i he Soviets t ha n ther would be in the a~senc• or n 

~--- ·- -·- a sr~ement ar,d thus would le ve iopen th• ~ oas ibi ity o 
_ _ e ntering i nto negotiations n new long t erm 1r in 

, _ a g re e in e n t . :s u b s e q u en t to n i Ill p r. o e-m n t . 1 the Po 1 m h 
sit ua~i o n I 

is dv ntages: 

o ul fai 
,,.. , 

ould _und 
i ncre se 
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1tuati on .. 
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to giv ne 
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;,~•.' ·3·, Negotiate a new .l!'"S-t•__ir:m u.s .-u .s. 5 .R . gra J Qgreem nt 
. before the ~ urrent r~emen L expires. Such an agreem en t co ul d 

embody either the- f acr.~work of t.he exia:tin& a gre,m e nt. amende d 
·- to pr o1 1de hi gh e r m nimu~ purchase r equi r em e nt ~ or an e nt irely 

V · new • ~angem en t t hat would be · 111ore coaapat 1ble wit h t h e· priva t e 
U.S . ~rain marke t ing ~yste m and the Adm~ n1 at r at 16n'm 
market-oriented p hi losophy . 

Advant age s:· 

0 

0 

0 

Wo uld d e mo nst rat~ th~ Presid nt is 
i nc r as1ng a gricultur l export 

Woul d av o id disru p t i on or Us. gr 

,:-. 

c ommi]ment 

n ma e t a 

to 

Wou ld red uc e f e de r a l outl y or 1riou~tur ■ l price 
s uppor t: a n d. prod uct i on c ont rolj programs an wo uld h lp 

---~ -- - --- bo la t er s ag g i ng arm 1 ncome ! 

0 

0 

I 

Cou ld pr omote u.s. r ore i g n poli c y br i n r o in o v 
d ep endenc y on grai n impor t fro m t h · U ., 

I 
ould . a igna l U. S~ r et r eat rr o~ a nct ioa~ mpcs din 

r e sp o nse. to t "he P·o l i sh _.&- i t -ua ti-on nd coul d undercut 
~ · '- - r, I 

e f to rts to e cure• change s in the po l ic 1e:l!S o l' the 
J a ru~elsk i r e g im~. 

4) 
ould und erm i ne ongo in g u.s ~ r ror t t o ~nlia t th 

rs Up p or t o f i t :s l l. 1 e S in re r 
1

'·; c i n g.. g.o· V. r· r n ale n. t: -·.. ! p O i"' t c r edi ts o t h e So v ie t blo ~ ~-

Wo uld. pro v i d th So v i ~ t . much f r ate r of port unity to · 
pr es or 3 t r o n g r- u a r ;a n t e· p r; o v 1_ 1 o ~ • · · . • 

\ 

-- 4 
\ 

. . 

. ,, 
. i 

) 

11 



~ (T\ 
~ 0 ~ 

)j 

~ ~ 
}J N rn 

~ ~ ~ 

'N ~ 
O' 



U.S.-USSR GRAIN AGREEMENT 

Q: was your decision to extend the agreement for one year 
a response to General Jaruzelski's speech on July 21 
concerning the potential easing of martial law? 

A: No. As you know, the present agreement expires on 

September 30 and the is-sue of extending the U.S. -USSR 

grain agreement has been before the Administration for 

the past several weeks. We are currently consulting with 

our allies on an appropriate collective response to the 

announcement by Polish authorities on July 21. 

Q: But isn't our policy on grain sales to the Soviet Union 
already· linked to events in Poland? 

A : Yes. In December I committed- not to negotiate a 

new long-term agreement with the Soviet Union while 

Soviet-supported repression continues in Poland. I remain 

committed. to that position. 

Q: Does the extension call for any change in the minimum 
purchase requirements? 

A: No. We will propose that the agreement be extended 

for one year without any changes. The minimum Soviet 

purchase requirement will remain at 6 million tons annually, 

with the possibility that the Soviets may purchase an 

additional 2 million tons without consultations with the 

U.S. Beyond that, the Secretary of Agriculture is authorized 

to explore the possibility of additional Soviet purchases, 

in the normal rounds of consultations. 
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Q: Won't your decision to extend the grain agreement for 
one year further heighten U.S.-EC tensions and reinforce 
the Europeans' view of the inconsistency of U.S. grain 
sales and the sanctions covering their equipment sales 
for the Siberian pipeline? 

A: Extension of the grain agreement is consistent with 

our Poland-related sanctions, including the recent decision 

on oil and gas equipment. 

-- Our sanctio·ns on oil and gas equipment have also 

resulted in substantial sacrifices for American companies · 

who are sharing the burden of defending our principles. 

The earlier embargo in connection with Afghanistan 

proved that there are s.uffic-ient s-uppliers of this widely 

availahle c.ommodity ta serious:ly weaken the impact of 

unilateral U.S. restraint. U.S. companies, however, hold 

a technological advantage in key components for the 

pipeline making substitution extremely difficult. 

-- Grain sales absorb enormous amounts of precious_ 

hard currency while the Siberian pipeline project will 

generate for the Soviets up to $10 billion annually in 

' hard currency when completed. 

-- We think the Europeans, who also sell grain to 

the Soviet Union, understand this distinction and recognize 

it as consistent with U.S. policies on East-West trade. 

Q: How much grain have the Soviets bought this year? Do 
you expect them to buy more soon? 

A: So far in the sixth agreement year (October 1981-

September 1982), the Soviets have bought close to 14 

million tons of U.S. grain. It is hard to predict future 
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Soviet buying intentions, but we expect that new purchases 

might begin - toward the end of the summer. 

Q: Have you con.sulted with the allies on this announcement, 
and if so, what is the· reaction in Europe to this proposal? 

A:. Yes~ This decision 

is fully consistent with the framework developed by the 

allied Foreign Ministers during the January 11 meeting of 

the North American Council. 

Q: What will happen if the Soviets refuse to extend the 
agreement? 

A: In that case, the agreement would simply lapse and 

the Soviets would be free to purchase grain in the U.S. 

market on the same basis as any other customer, as we told 

the Soviets during the May 1982 consultations under the 

present agreement. 

Q: Secretary Block has lobbied hard for a new agreement with 
increased minimum purchase amounts. If the situation in 
Poland improves, would the U.S. seek · a new agreement? 

A:. We certainly hope that the situation there does improve 

but the decision today did not address what we would do if 

the situation in Poland "improves." 

Q: Why did the Administration choose to extend the agreement 
as is,. rather than seek an agreement with higher purchase 
l .evels? 
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The decision on the grain agreement was to seek to 

keep u.s.-soviet grain trade on the same basis as it is 

now. The agreement provides for minimum annual Soviet 

purchases of 6 million tons, and the opportunity exists to 

se.ll. additional quantities,, as we have done in the past. 

Prepared by: 
Roger w. Robinson 
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2. '<\> . AT ru:_ r, ~:!£'(~£rI<>N~ 4CT!IJN A~b'l.EtStE:S ftAY HOK 
INFORM HOST GO \ £RNMENT AUTHORITIES~ DRAWING ON TH£ ABOVE 

. "AN)) THE POINtt ?;(t_ ··~i;! .. · -~~t1.'t t~~J ~l"-_rl '-t~ tt~~l ,~>J(fi:li:ttttrt'S 
NOT TO . RtltA~[ fH! ~ !Nf1R~~TION P£NDING THC PRtSIDtNT'S 
ANNOUNCEMENT ■ THI S MA~ ALSO BE USED TO RESPOND ro · 
PUBLIC· IHOUIR1 ~ ~ J'~;:U. ·tir.iifl~. 1t.i£ ?RI~J)E}ntS -~~~tlll9tEM~'t. 
PLEASE REPORT ,. F:°l.{i10N;. · 

3. TALKING PO l ~TS 

. ' -- · TH£ u.s. f~~n SECT~R IS £XPERI£NCIHG S£V£ft£ £CONOftIC 
DIFFICULTIES~ ITH RE~l FARM 1NCOM£ AT "ITS LO~EST LEVEL IN 
SO YEARS. TH[ A}M!~!S~RATION IS COMMITT£» TO INCREASIMG 

. u .. s. f ARM EXPO /,:rs. AS Of{( LONG-TERM SOLUTION TO THIS PROBL(ff. 

- -- ON MARCH 2: ~ Ti--!£ ~RE:!IDE'NT PL£:DG£D TO .CONSIDtR 
FOREIGM POLI C 'r" ~~i--~l!: f•~(~ »)~ .~f.~l(V-i . .''n!-'=.4-t (,)~~,))lll[S 
ONLY UNDER £XT i." ~n:t .(!~tunSTlltC:ES AN·» Iflt THE COKT[XT Of . 
BROAD .TRADE CC''. 1'RC:_ 'i J.~lt WITK ·tHE SUPPORT Of" --OTHER 
HAT IONS. TH£ ; R[:S1 UEN1' • S ANNCHJNCEM£NT IS CONSISlENT 
WITH THE EARLI < ~ STATEn£NT, AND ~£fL£CTS TH~ IIFFICULTY 
Of ·oeT AINING T II [ SUPPORT Of OTH(R NATIONS FOR FUTURE 
EMBARGOES fdHI( ~i WO L1LI> :cur ACROSS EXISTING CONTRACTS • . 

' 
• I 

-- THE AftOUNT Of (;RA.l_t-{ TO. 8( Off"(RE:D TO TH£ SOVIETS-. 23 
MILLION TONS .. : S TH[ SAM( AMOUNT WE OFFER£]) LAST YEAR. 
WE AR£ NOT MA~ 1NG iHE SOVIETS A" LARGER OFFER eur· ARE 
MAINTAINING 7 ~~ ;· ST ~7 iJS: QUO .l:i WE 1-17> IN RENEWING 'fM[ , 
GRAIN .AGREEMEN ~ fO~ O~[ YEAR RATM£ft THAN NEGOTIAT~ A,HEW 
ONE• . : ·\ , 

. I . .,· 
• • -- ,THE EUROP[ : N connuNITY AS W[~L AS CANADA AN» AUSTRALIA 

ARE ALSO MAJO/t'. ~UPP:..I£:RS <JF GRAIN TO TH£ SOVIET UNION• 
NO~£ OF US ~AN ~ ~ TO C~RTAIL THIS NON-STRATEGIC TRA)E AN) 
WE SEE NO REA~ ~1 TD DC SO. 

j • 

-- THE PRESID l NT' S STATEMENT WILL REMOVE SOME Of THE 
UNCERTAINTY, °'-'. ', -lCH \-t1'S ?ER SI ST£~ IN SPliE ~f i\-\£ lifTitl& 
Of THE GRAIN E' ~A~~~ L-ST YEAR, tURROUN~lHG TH£ u.s.
SOYitT GRAIN i ·· A.DE · THE lC\!0-!l ?-.RTIAL GRlIN tMBlRGO 
PLAY£» AN IM? ◊ · TANT ROLE IN REDUCING THE U.S. IHA~[ Of 
-TH£ SOVIET GRA :~ MA~(£T, WHICH FELL FROM ABOUT ?Ot TO 
ABOUT 30%·, WIT •· Oi 't4 f.R .-SUP_PlIERS nA-.:lNG UP THE :DlffEREMC[. 

-- WHILE THI~ . . TEP nots NOT BREAK MUCH NE~ GROUND, IT 
bJILL ENHANCE ·r .· E PU~C·E:PfION Of TH( u.s. AS A RELIABLE 
SUPPLIER Of A~- rcu ~ru~AL P~ODUCTS. IN PART, THIS MAY 
COUNTERACT THr ,AM~GE .DOUE TO OUR REPUTATION FOR RELIABILITY 
BY THE PARTIA L GRAlN [MBARGO AND PREVIOUS CONTROLS ON FARM 
EXPORTS. 
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' -- {IF ASKEt ~ THE PRESIDENT HAS RESPONDED TO TH£ POLISH -. I 

SIT.UATION BY .J NITIATING STEPS TO SUSPEND MOST-FlVORtl 
NATION {ffFNJ :- r ATIIS. i bf£ ARE MONITORING TH£ SITUlttON · 
CLOSELY ANJ., -' S TH£ PR£SI~£NT HAS S'1ATE:D, AR£ PR£PA.R£J TO 
TAKE Al)ITION / L STEPS: IF THE REPRESSION INTENsr,rEs. 
INSOFAR AS TH I. SOVIET UNION IS CONCERNED, WE HAY£ A COftPR£
H£NSIV£ AND S! 'STA I NED - SET Of SANCTIONS IN PLACE• ' . 
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· (WASHINGTON TJ !1£:} FRI-~AY·-. OCTOBER 15 •. yy 

. ... . . . 

. . 

' ' 

· · .. ", ·._.· .. 

·. : .. 
I 
i 

I 

! 
' . 
' I 

-

o/) 

. . 



\ 

TO CLARK 

KEYWORDS: GRAINS 

USSR 

NSC/S PROFILE UNCLASSIFIED 

FROM DARMAN, R 

URGENT 
EAST WEST ECONOMICS 

MEDIA 

ID 8207194 J( 
RECEIVED 14 OCT 82 18 

DOCDATE 14 OCT 82 

--i -..r::... 
en 

-
' I 

LJ1 . 1 
SUBJECT: FACT SHEET RE US - SOVIET GRAIN TRADE RELATIONS FOR PRES RA1>IO TALK 

15 OCT 

-------------------------------------------- ----------------------------------
ACTION: **PREPARE MEMO CLARK TO DARMAN DUE: 13 OCT 82 STATUS S FILES 

-------------------------------------------- ----------------------------------
FOR ACTION 

BAILEY NAU 

PIPES 

FOR CONCURRENCE 

COMMENTS** COMMENTS DUE TO MIKE BAROODY 1930 

FOR INFO 

MCGAFFIGAN 

MYER 

SIMS 

REF# LOG NSCIFID ( J / 

ACTION OFFICER (S) ASSIGNED ACTION REQUIRED DUE COPIES TO 

DISPATCH W/ATTCH FILE ---------------------- --- ( C) 



111 
Document No. _____ _ 

wmf•f·eousE sTAFFING MEMo 

DATE: Oct. 14 , 8£9~@T I \cfi<§N1<±lNcuRRENCE/COMMENT 

SUBJECT: Fact Sheet: u.s.-soviet Grain-Trade 

· ACTION · FYl ACTION FYI 

VICE PRESIDENf □ □ FULLER ✓ □ 
MEESE □ □ GERGEN □ □ 

BAKER □ □ HARPER □ □ 

DEAVER □ □ JENKINS □ □ 

STOCKMAN □ □ MURPHY □ □ 

CLA □ ROLLINS □ □ 

DARMAN □P □ss WILLIAMSON □ □ 

DOLE · Q □· VONDAMM □ □ 

DUBERSTEIN □ □ BRADY/SPEAKES □ 0 

FELDSTEIN □ □ ROGERS □ □ 

FIELDING □ 0 □ □ 

Remarks: Please provide comments to Mike Baroody by 7:30 tonight. 
This fact sheet was prepared oy the Department of Agriculture 

Response: 

and will be used in conjunction with the President's 9:15 radio 
address tomorrow morning. Also, pleave provide my office with a cop 

Thank you. 
of your comments. 

Richard G. Darman 
Assistant to the President 



u.s.-SOVIET .GRAIN-TRADE RELATIONsl 

u.s.-soviet Agricultural Trade Reviewed: 

u.s~-Soviet agricultural trade in the 1950s and 1960s was small due to Cold 
War tensions and the Soviet drive for self-sufficiency. The Soviets were 
net grain exporters of about 6 MMT annually. 

In 1972, a poor year for Soviet agriculture, the Soviets came into the 
world market and purchased 13.7 MMT of U.S. grain. 

In September 1975, the u.s. began to negotiate a long-term grain agreemenr 
(LTA) with the Soviets. On October 20, 1975, a 5-year agTeement was 
signed.2 

U.S. grain. exports to the USSR rose over the course of the LTA, reaching 
a high of 15.2 MMT in 1979. 

In January 1980, President Carter imposed an embargo on sales of U.S~ 
agricultural products to the USSR. 

On April 24, 1981, President Reagan lifted the embargo. 

On August 5, 1981, the existing LTA which was due to expire on September 30 
· of that year, was extended for- one year. At that tiuie, the U.S. offered an 
additional 15 MMT over and above the 8 MMT already "committed" for the sixth 
year- of the LTA. 

On M&rch 22, 1982, the President reaffirmed that agricultural exports would 
not be restricted because of- rising dome·stic prices, nor would they be used 
as an. instrument of foreign policy except in. extreme -cases when. national . 
security is ~nvolved. He also announced that world markets must be freed 
of trade barriers and unfair trade practices. 

In March 1982, the Soviets made their last purchase of. U.S. corn until 
the end of September, 1982. At that time, and over the next two weeks, 
' purchases amounted to . 1.6 MMT of corn. The last purchase of U.S. wheat was 
in December 1981; the Soviets have yet to reenter the U.S. wheat market. 

In August 1982 the u.s·.-ussR LTA was extended for an additional year. 

The next u.s.-USSR consultations are scheduled for October 29 and 29, 1982. 

1Ju1y-June years. 

2.Among other things, the agreement called for the USSR to purchase a minimum 
of 6 MMT of u.s. grain annually, to be split in approximately equal shares 
between wheat and corn. Additionally, the USSR may purchase 2 MMT of the 
grains in any combination without governtnent-to-government consultations. 
Purchases over and above 8 MMT of grain require government-to-government 
consultations. 

---· 



STEPS THE ADMINISTRATION HAS TAKEN 
TO INSURE THAT THE U.S. IS A RELIABLE SUPPLIER 

OF AGRICULTURAL PRODUCTS 

American farmers are the most productive, efficient, and innovative in 

the world. Because of this, they now supply all Americans and millions around 

the world with ample supplies of· food and fiber. While the production ·from 2 

out of every 5 acres is exported, we still provide the American consumer 

with a diet of wholesome foods of which they only spend 17 percent of their 

disposable income-lower than anywhere else on the face of the earth. The 

importance of the sector to the overall health of our economy cannot be 

overstated. Abour 20 percent of our labor force and Gross National Product 

are involved in the production, .processing and marketing of.food and . fiber. 

To .maintain this Nation.'s most valuable·resource and feed the hungry 

.of the world, agricultural exports ~st continue to grow. This makes 

.economic sense, we can grow it for less than anyone else. 

However,. some. Nati.one seem -ret!cent to depend on the u. S • . ~or their 

food because o~ our past policies of cutting off exports for a v~~iety of 

reasons. This is most unfortunate for the American farmer and the Nation 

. as· a whole. The Reagan Administration has taken a number -of steps to assure 
' 

our customers that we will be a dependable supplier· of agriculturai products. 

These steps include: 

1. Lifting t~e Carter embargo with the Soviet Union that caused our 

export share to that country ·to drop from 70 percent to about 

30 percent; 

2. Enacting farm policies that i~clude fa~r owned grain reserves, 

to assure adequate U.S. supplies in the case of crop failure; 



.- 3. Extending the u.s.-USSR Grain Agreement through October l, 1983; 

4. Announcing the Reagan Doctrine·-on March 22; 1982, which assures 

that we will not cut-off food supplies for domestic .price 

considerations; that we_ will ~ot single otit farm exports as a tool 
.J 

of foreign policy; and that we will press hard to make world 

agricultural trade free from subsidies and other restrictive 

trade practices. As President Reagan said, "the granary door 

is open." 

It is clear, therefore, that this Administration believes that farmers 

deserve unfettered access to world markets and have acted accordingly. 

However, there ha~e been a011:e that still doubt .our reliability as a supplier 

of farm.products.· The main concern focuses on agricultural trade with the 

Soviet Union. While these fears are unfounded, the President is announcing 

a further step to assure farmers and others of our sincerity and commitment 

·to .being a reliable supplier. 

Under the current U. S .-USSR Grain Agreement, the Soviets are re.quired to 

purchase between 6 to 8 million metric tons beginning October l, 1982 through 

September 30, 1983. In addition, the Agreement provides for consultations for 

the ·Soviets to buy more during this time period. Such consultations are 

scheduled to begin in late October. 

Today's announcement authorizes the Secretary of Agriculture to offer 

a total of up to 23 million metric tons of grain during the Agreement year. 

That is, 15 million metric tons over and above the 8 million metric ton 

level. The Soviets are expected to import around 40 million metric tons 

during the current year. ~us, if the Soviets purchased all of the 23 

million metric tons, this would be over 55 percent of their total imports. 

This compares with about . JO percent of their market since the Carter embargo. 



In addtion, today's announcement provides further supply assurances beyond 

those contained in Article II of the Agreement. Article II assures that up to 

8 million metric tons of wheat and corn will not be restricted. While grain 

over 8 million tons are protected under the President's agricultural export 

doctrine, additional supply assurances are announced today to calm the fears 

of some·. 

Specifically, any ,rain contracted for by the Soviets through the month 

of November, over and above the 8 million metric tons, will be assured of 

contract sanctity for up to 180 days. This means that the Soviets· could contract 

for and be assured of delivery on the full 23 million metric tons. Thus, this 

policy should allay the worries that the U.S. will be a dependable supplier of 

grain to the Sovie.t:. Onion. It "also should encourage the Soviets to buy 

. earlie~ which should strengthen farm prices following harvest. 

' 



QUESTIONS AND ANSWERS REGARDING THE u.s.-USSR GRAIN AGREEMENT 

~ . 

1. Why are we announcing our position' prior to· the scheduled consultation? 

There has been significant· concern expressed by farmers and their 

representatives that the uncertain~ies regarding the U.S •. position on 

Soviet grain sales has adver~eiy impacted thei;markets. 

The President's statement should remove that uncertainty, which 

has persisted in spite of the lifting of the grain embargo last year. 

The Carter grain embargo played an importa~t role in reducing the U.S. 

share of the Soviet grain market, which fell from above 70% to about 30%, 
. . 

with other suppliers making up the difference. While this step does not 

break much new ground, it will enhance the perception of the U.S. as a 

reliable supplier. In part., this may counteract the damage done to our 

reputation for reliability by the Carter grain emb~rgo and previous 

~controls on farm exports. 

\ . . 
2. U.S. grain. supplies are nearly 40 million tons lar§er than last year. 

Prices are projected lower and you have implemented l•rger acreage reduction 
programs to reduce supplies. Why are we not offeri~g the Soviets larger 
amounts consistent with our available supplies? 

The amount of grain to be offered to the Soviets, 23 million metric 

tons, is the same amount we offered last year. If the Soviets purchased 

al1 of the 23 million metTic tons, this would be over 55 percent of their 

anticipated import needs • 

. 3~ How do you reconcile this offer of grain to the Soviet with your decision 
on the pipeline? 

In our view, grain sales are fundamentally different from sal.es of 

strategic products or pipeline equipment and technology. Grain sales are 

made for cash or short term.credit, not for subsidized credits, in contrast 

to pipeline sales gas revenues go to the.Soviet state; grain revenues go to 

thousands of farmers, dock workers, etc. Grain is consumed within a short 

time of its purchase and makes no contribution to the Soviet industrial 

/ 



. . . .... 

· base; The European Community, as wel~ as Canada and Australia, are also 

cajor suppliers of grain to the Soviet Union. None of us wants to curtail 

this non-strategic trade and we see no reason to do so. 

4. Haw much u.s. grain have the Soviets purchased to date, and what is the 
largest amount of U.S. grain the Soviets have ever purchased in one month 
since the agreement has been in effect? 

The Soviets have purchased 1.6 million tons to date. The largest 

aonthly reported purchase was s.z million tons in September, 1979. 

However, this is reported U.S. sales and would not include sales on the 

books of foreign subsidiaries until transferred to U.S. companies. 

S. You indicated that we will make available 23 million metric tons of grain 
for purchase duri October 1 1982 and September 30, 1983. But in 

t 

clarif ou i;idicate assurances will a pl only . 
to grain purchase hipped wit ays. Is tis a 
clarification or a uy-now-or- orget-it policy? 

In offering tha additional tonnage to the Soviets, consistent with 

the previous year, we are.. extending assurances under Article II of the 

existing US-USSR. grain agreement to grain purchased through November· and 

shipped within 180 days, u.s. supplies of grain will be most plentiful 

during this period.. .Af te·r November they_ will continue to have the 

assurances afforded.'under the agricultural export policy I articulated on 

March 22 of this year. Also, we hope this assurance will help the Soviets 

be more forthcoming concerning their import requirements from the U.S. 

This would be very helpful to our _farmers in their production plans. 

6. Can you contrast the difference between Article II of the U.S.-USSR grain 
agreement and your agricultural export policy? 

In principle they are one in the same. ·The extension of the 

Article II coverage is designed to clarify uncertainties which may have 

been a limiting factor on U.S. grain sales to the Soviet Union, and 

reinforce our posture as a reliable supplier. 



, 
7. Don't grain sales to the Soviets actually save them money, since their 

grain production costs are higher 'than ours? 

No. If they didn't· buy from us, they would simply buy elsewhere. 

t 
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Farm Groups Skeptical 
On Grain Offer to Soviet 

By WINSTON WILLIAMS 

cllne was 33 percent. In all developing 
nations, the drop was 18 percent. 
From 1978 to 1981, United States food 
exports to the developing ~tries 
grew at the rate ot 22 percent annual
ly. 
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MEMORANDUM 

NATIONAL SECURITY COUNCIL 

October 19, 1982 
.J;QNFJ.PENTJ,U.-

INFORMATION 

MEMORANDUM FOR WILLIAM P. CLARK 

FROM: ROGER W. ROBINSON 

SUBJECT: Reactions to Grain Announcement 

Predictably, there has been an avalanche of harsh criticism 
· · in the European media concerning the grain announcement of last 

week. The domestic press, . particularly the New York Times, 
has also devoted considerable space to playing up the perceived 
inconsistency and electoral opportunism of the announcement at a 
time of increased repression in Poland and the sensitive state 
of U.S.-EC relations concerning our sanctions. Examples of the 
adverse reactions are provided below: 

European Media 

United Kingdom 

Guardi-an of London 

"Two U.S. Decisions Rub Salt into Wounds" (goes on to 
describe ITC ruling on steel and grain announcement) 

Sunday Times 

"Reagan Should Seek Light Under a Kansas Bushel" 
Quote: If Reagan really wants to influence the fate of 
Poland and the down-trodden Soviet citizenry, perhaps he 
should seek light under a Kansas bushel. 

France 

· Les Echos (one of the only French newspapers sympathetic to 
our sanctions policy) 

"U.S. Grain Sales to USSR: An Election Move" 

Liberation 

"Grain Sales to USSR -- Grain Politik" 

..CQNf IDEN'il Ilzis 
DECLASSIFY ON: OADR 
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Le Monde 

"Reagan's Grain Argument Still Not Convincing" 

Quote: His argument is no more convincing than . it was 
yesterday. It is probably true ·that the Soviet leaders need 
hard currency and that the gas contracts help them, but the 
need to supply their people with food is for them a much more 
acute problem. 

France-Soir 

"A Feeling We Are Being Made _Fools Of" 

Quote: Yesterday, two weeks before the U.S. Congressional 
elections, we learned that Reagan had authorized the sal-e of 
23 million tons of grain to the USSR. To display their solidarit: 
with the Poles, the .Afghans and the Gulag prisoners, French 
workers must accept unemployment, but U.S. farmers can sell their 
grain. We have an unpleasant feeling that we are being made 
fools of. 

FRG 

Frankfur-ter ·Rundshau 

"Bitter Example of Reagan's Logic" 

Quote: Shultz is and was against punishing the Europeans, we 
should wait together with him until after November 2. Then 
Washington's undeniable wish to come to terms with the Europeans 
could be translated into action. 

Frankfurther Allgemeine (conservative, ·several instances of 
support for our sanctions policy) 

"U.S. About to Abandon Its Hard Line" 

Quote: Domestic constraints apparently soften hard foreign 
policy. -Perhaps the obvious inconsistency is beginning to dawn 
on Washington. 

Italy 

Corriere della Sera, Milan 

"Grain Sale Announcement Can Help Reagan's Policy" 

Quote: • • • it would have been logic.al, especially after 
the latest events in Poland, to have looked for a wait-and-see 
attitude on grain sales to the USSR. 

La .Republica, Rom~ 

"Grain Announcement Not in Line with Actions on Pipeline?" 

-CQNFIDENTIA~ 
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Quote: Whatever the corranercial results, President Reagan's 
announcement on the grain sales does not seem to be in line 
with the political motivation that inspired sanctions against 
the European firms on the Soviet gas pipeline. 

Domes-tic-· Media 

Christian Science Monitor 

"To Russia with Grain" 

Quote: To compound the inconsistency in ~uropean eyes, the 
U.S. grain announcement did not even mention the latest 
repression in Poland •••• What the U.S. grain announcement 
says is that there will continue to be inconsistency and 
muddle in Western trade policy until the allies work out new 
guidelines £or East-West trade. 

Washington Post, Tuesday, October 19 

"Kissinger Says U.S. Erred on Sale of Grain" 

Washington Times 

"Reagan's Decision on Grain Puzzling" 

Wall Street Journal 

"Reagan Offers to Sell More Grain to Russia but Farmers 
Are Skeptical About Results" 

Quote: Mr. Block said he continues to believe that the 
Russians will buy 18-20 million tons of U.S. grain despite a 
consensus among analysts that they will buy far less ••• 

Quote: But the .farm groupswanted more. 
should have guaranteed commodity export 
they are let. Others called the speech 
as the Russians aren't likely to buy as 
is offering. 

New York Times 

"U.S. Gives Allies Soviet Trade Plan" 

Many say the President 
contracts whenever 

an empty political ploy, 
much grain as the U.S. 

Quote: Further evidence that the anti-sanctions forces were 
gaining strength was said to have been detected in President 
Reagan's announcement Friday •••• The announcement puts 
the President in the position of hurting European industry. 
while aiding American farmers. · 

"Reagan Vows to Bite Warsaw, Feed Moscow" 
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Conclusion 

Any further gestures to the U.S. farmers in supporting sales to 
the -Soviet Union would only worsen the already considerable foreign 
policy damage in this category. 



. . ·,, CQHFIL)i~!I'I I I, /NQfOBN-

BUREAU OF INTELLIGENCE ANO RESEARCH - ANALYSIS - NOVEMBER 1, 1982 

1. USSR: 1982 GRAIN HARVEST UPDATE 

_ The US$R will reap its fourth consecutive poor grain harvest . 
this year. · Improved forage and seed crops will likely preclude 
distress slaughtering, but meat and milk yields in the USSR will 
re1Uin low, stretching ·_ ou_t consumer shortages for at least another 
year. The Soviets, however, appear willing to import lesa grain 
than in 1981, including minimal amounts from the us • 

* * • 
The CIA and USDA estimate the 1982 crop at 165 mmt and 170 mmt, 

respectively. Their margin of error would allow for a maximum out
put of 180-185 mmt. Recent estimates from unofficial Soviet sources 
are in the 170-190 mmt range. At the low end of the estimate, 
the USSR would require imports of 45 mmt to maintain current consump
tion patterns. Purchases to date, however, suggest that grain 
imports may actually toldl 40 mmt during the July 1982-June 1983 
marketing year, down from last year's record of 46 rmnt. 

Given the availability of grain from non-US sources, the 
Soviets would have to buy only 8 mmt from the US--an aJDOunt pro
vided by the US-USSR Long Term Grain Agreement--to reach a total of 
40 mmt. This may explain Moscow's limited purchases of US grain to 
date and· its lack of response to the President's offer to sell an· 
additional 15 mmt. Grain experts believe that the Soviets have- . 
nothing to lose and everything to gain by waiting to buy from the 
us. 

Meanwhile, th~re has been a burst of activity in the grain 
aarket outside of the us. Canada sold 7.6 mmt in mid-October, 
raising it~ total sales to the USSR to 8. 3 mmt7 total Canadian 
•~les may exceed 10 mmt this marketing year. At about the same 
time, the French reached an agreement ( though perhaps not binding) 
to sell 1.5-3 mmt of wheat to the USSR annually over the next three 
years. Currently, Moscow is negotiating with the Argentines for 
another 2 Rllllt of coarse grains for delivery by January 1983. 

According to a source in the grain trade, . a deal of this size ''./.::~· 
with the Argentines would keep the Soviets ~ut of the US corn 
market until February. Earlier in October, a Swiss broker sold 
the Soviets as much as 2 mmt of new crop Argentine corn ( from the 
harvest which begins in Apri~ _)83). Reportedly, the contract has 
a clause allowing for substitution of os corn as a hedge against 
any short-fall in the Argentine crop. 
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