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THE WHIT E HOUS E 

WASHINGTON 

October 29, 1987 

MEMORANDUM FOR JAMES A. BAKER, III 

71 
EUGENE J. McALLISTER~ FROM: 

SUBJECT: Wheat Sales to the Soviet Union 

A decision memorandum for the President is attached for your 
review and signature. All the concerned EPC agencies have 
agreed on the recommendation (I did not consult with Labor or 
Transportation). 

The decision essentially is to extend last year's use of the EEP 
program to subsidize wheat sales to the Soviet Union. My 
inclination would be to err on the side of safety in forwarding 
this to the President for his review. 

I suspect we will get resistance from Ken Cribb or Gary Bauer and 
will probably have to revise the decision page to incorporate 
their objections. I have tried unsuccessfully over the past two 
days to get them to decide their positions. We can circulate the 
paper for West Wing clearance with or without your signature, 
whichever you prefer. 

This issue is time sensitive -- Secretary Lyng wants to begin 
negotiations quickly. 

cc: Nancy J. Risque 
M. Peter McPherson 

------- ._\,~. 
CON~AL ATTACHMENT "'\ 

\ 
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WASHINGTON CLO Sr \.. ~-.-

THE WHITE HOUSE 

February 3, 1988 

MEMORANDUM FOR SENATOR BAKER 

FROM' NANCY J. RI~ 
SUBJECT: EPC Meeting on Mexico and u.s.-u.s.s.R. Long-Term 

Grain Agreement 

Mexico 

Friday's EPC will focus on three initiatives in the trade area 
building on the successful bilateral framework agreement signed 
in August 1987. 

The three initiatives follow: 

1. Offer to increase Mexico's benefits under the Generalized 
System of Preferences (GSP) in return for increased Mexican 
patent protection for pharmaceuticals, chemicals and 
biotechnology. 

2. Offer to negotiate additional increases in U.S. steel quotas 
for Mexico in return for Mexican tariff reductions in steel, 
chemicals, and processed agricultural goods. 

3. Offer U.S. tariff reductions in return for binding MexicaP
tariff reductions made as part of World Bank Structural 
Adjustment loans. (This offer is contingent on a trade bill 
giving the President tariff negotiating authority.) 

The Council will consider pushing for liberalization of Mexico's 
investment regime and retention of U.S. tariff provisions 806/807 
that favor border trade. 

Long-Term Grain Agreement 

The Council will consider whether, and under what conditions, to 
renew the U.S.-U.S.S.R. Long Term Grain Agreement that expires on 
September 30, 1988. 
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2\:12 382 ~~ 
USDA/FAS/W 001 

ATI'ACHMENT A 
AltltENDIX 

ApHrnent l1twHn 
The Gowemrnent of tht Unit.cf lttttl of Amerioa •"d 

The Gowtrnmefll of tt11 Union of lov'-t locl1ll1t "•publlc1 
o~ thl luppfr of Or1ln 

The GoTemment ~ th• UDittd Stat" ol America 
("l.TSA"l and tht Govtnuntnt or th• Union of Soviet 
SociaU.t llepublica ("USSR">, 

lbcalllns the "Buie Principle• or RelatiotH between the 
Vllited St.at" or America and the Unio!I or Soviet Social· 
Iii Jttpubtiu" ot May 29, 1972 aDd other relevaat a&T"· 
meta between them; 

O..irin1 to stren~h•n long.term eaopnation bet•Mn 
the two eou.DtriN OD the Hail Of mutual benefit and 
.. ulit7; 

Mindful at th• lmponance which th• Jlftlduction or rood., 
particularl)' pin, hu tor the peopl• of both eountrt"; 

lttieopilini tJM- ftNd to •t.bilia• tracM in .,.ain 'betwMc 
&ht two coUDtri .. ; and 

Atnnnilis their conviction tut cooperation in th• neld 
ol trade wilt CODtributt \0 O"ltrall improYtDltDt or nla· 
tiou betwMZI the two countriu: 

Artlele I 
Tbe GoTerDJDent of tbe USA encl the Governmmt of the 
VSSR hert1hy enter into &D •ir••ment tor th• pu.reha11 
ind •le or wheat and corn for 1upply to the USSR. To 
tllil eed, durin1 the period that thi.a AIT'ffment u in 
force, neept u otherwiM •«1'Mcl bi th• Puti••· tht 
SoYiet for9il" trade or1•niiation1 ahall purchaae from 
private eommercial eoureee, for ahtpmcnt in each 
twet••·month period be1tnnlns October 1, 1988, nine 
million metric ton. or wheat and eorn ""'""' in the USA; 
in cloin1 '°• the SoTiet loreirn tnclc orrAnt1aUon1, tt 
inC..rMt.ad, may p~MM, On &CCClunt or lne aid 'IU.nti· 
tJ, eo7bean1 andlor eoybean meal J)T'Oduced in the USA. 
in tbe pPOpo!'tion or one ton or 90yhearw and/or aoybean 
... 1 tor two t.oDa or gnin. ID an, UM, th• minimum 
1DZ11ual ,uantitiet or wheat and corn ahall be no lua than 
tom aillioa metric &oDI a.ell.. 

The Sariet foreip trade or1aniution1 may increaff tbe 
min• million metric ton quantity sntnUoned above 
witboat conaultationa by •• much •• tbf'ft million metric 
CoM ot whaat and/or eon tor ahipsn•nt in each twel~e
mon\h period befiaDiq ~ber 1. 19&3. 

The Oovenunent of tbe USA •hall emplOJ lt1 sood of'n<"M 
to raeilitata and encoma1e •ueh ealea by private com· 
mf>T'riA1 Mllt'tf'll Pl1PrhANYllM&f.A ti( t'tl"'mMit.if"ll ttftftf"r 
thia Acnement will be m.de at the marlLeot price prenil· 
ins (or \h ... produc'9 It tbt time or purchaM/a&ll and in 
accot4uc• witll aonul eommen:lal terma. 

Artlcle 11 
l>urint the term or thil Asr"ment. Hcept .. oth•rwiM 
•ireed by °'e Partiea, the Government of the USA ahalJ 
eot attciH 1n1 dt.enUOD&l"J authority 1vatlabl1 to it 
UDder United Stain Ja• \0 eonirol ezporu or conunocSI· 
\i .. purcbued lor •uppl;r to the 'USSR in •ccOTclance 
with Anide L 

IO 

Artlele Ill 
In carrrinr out their ob!iptiou1 uader tbi1 Afreemect, 
the Soviet forcirn trade or1aniution1 ahall 1nd11vor to 
~pace their purchaM1 in th• USA tnd 1hipmtnta to the 
USSR a1 1v1nly &I l>Olllblt 0¥91 tach t.,elve·month 
period. 

ArtJclt IV 
Th• Gov1mm•nt or tbe USSR 11\all UIW'9 that, He.pt 
•• the P•rtiet may oth1rwi11 &lfM, all commoditiea 
ITOW'ft h' the USA and pUttha1td by Soviet roreirn trade 
or1anlsatlon1 u.nder thit Airetmtzit 1h.all be aupplied ror 
con1umption in th• USSR. 

Artlele V 
Wbtntvtr th• GO\'ttllllltDt or tht USSR WilhM th• 
Soviet f'oreirn trade or1aniution1 to be able to purchaM 
more wheat or co~ rrown in tht 'USA than tbe amounta 
1pecified in Atticlt I, it ahall uotif:r the Goverument of 
the lJSA. 

Whenever the Government or tbe USA wl11\11 ,,rivat1 
comzurei1l tcurct1 to bt able to Hll to th• USSR more 
wheat or com rrown in the lJSA than the amou11t11peci· 
(i.C in Article I, it 1hall notify tb• GcMmmtnt o( th• 
tJSSlt 

Jn both mltancu, the !'artt .. wltt conault a• llOOTI •• poe· 
eible in order to reach arreement on pouible quanti\i" 
or rrat11 to be 1upplied to the USSR prior to 
purchaHl1aJe or cnnclu1ion or t'Ontract.e ror the 
purcbaeelaale or ll'&in in amount. above thOtt' 1pecin1d 
in Article I. 

Artio'9 VI 
The GovtrDmtnt or the USA la prepared to UM It.a rood 
omcea, u •pproprlat• and within tht l11w1 in ror~e in the 
USA, to be of &11i1tance on que1tion1 of the approprlate 
quality of the srain to be 1uppl!ed from the USA to the 
1.1SSR. 

Artte'9 VII 
It ia und•rretnncl that the 1hipm1nt of conunodiU• hom 
Lh• USA to the USSR under thia ~ment ahall be in 
acccmi ""1th the provi11ona or tht American-Soviet A(l'ft· 
ment on Marit11n1 Mall.en which i1 in force durina the 
period or 1hipmenta hereunder. 

Artlele VIII 
The Partt11 1hatl hold eon1uhat1on.1 conctnling th• 
impltmentation of thia AVMmtnt and related matteon 
•l wl11rval1 ut •la wu11L!M, aull al twy vi.her t.ime •l Lhw 
mv."t of 11\ber Pany. 

Artlcfl IX 
11111 ~•m•nt a'hall •ntff tnto fO"Ce on H~ution and 
ahall fllrlaiD in torn \lntil September 80. ~. unleaa 
es tended by the Partin ror a mutuall)' a~ period. 

DONE at Moecow thi1 twenty.nl\h d.y of Aurw1t. 1983, 
in cluplieate, eaeh in th• Enrli1h and RUNian lanruarea. 
'hath teat. belns equll)' authentic. 
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STATUS OF U.S. SALES TO THE USSR UNDER CURRENT LTA 
REPORTED AS OF 1/14/88 

(1,000 Metric Tons) 

TOTAL 
ACTUAL SHIPMENTS SALES 

AGREEMENT YEAR 
(Oct/Sep) 83/84 84/85 85/86 86/87 -

Vheat 7,593 2,887 153 4,081 4,812 

Corn 6,476 15,750 6,808 4,102 1,764 

TOTAL - Grains 14,069 18,637 6,961 8,183 6,576 

Soybeans 416 1,519 68 800 

Soybean Cake & Heal 1,303 

AGREEMENT MINIMUM 9,000 9,000 9,000 9,000 9,000 

Source: USDA/FAS - U.S. Export Sales 

A'ITACHMENT B 

SHIPMENTS 
TO DATE 

87/88 -
944 

1,666 

2,610 

212 

291 



- - ------- -

2. Long-Term Grain Agreement 

The TPRG is unanimously recommending that the United States , 
attempt to negotiate a new Long-Term Grain Agreement with the 
Soviet Union. The current agreement expires on September 30, 
1988. 

When the TPRG met to review this issue, it expressed a preference 
for a new agreement, rather than extending the current agreement. 
The TPRG agreed to defer on several other questions until the 
negotiations begin. These issues are: 

o length of the agreement; 

o products covered by the agreement; 

o role of nonagricultural issues, such as shipping or trade 
matter, in the agreement; and 

o price provisions in the agreement. 

I am not sure how we can make a recommendation to the President 
without saying something about price. The present agreement is 
that sales will be made at "prevailing market prices". This 
could mea~S-. price~~r world prices (which the U.S. can reC\ch 
through the EEP) . I t~nk the Soviets will demand greater 
specificity this time . 

. If we are not prepared to use the EEP, then we shouldn't indicate 
a willingness to begin negotiations. 

Perhaps the best way for the Council to handle this is ~o direct 
our negotiators to go out and stick to U.S. prices until the last 
item in the negotiations. This would strengthen our negotiators 
and perhaps give us a better feel for how much of the sales 
should be covered by the EEP or the occasions for which the EEP 
(or similar subsidy mechanism) would have to be used. 



-5-

Intellectually, it would seem difficult to push for elimination 
of all agricultural subsidies in the GATT, while explicitly 
writing into the LTA an export subsidy. 

Alan Holmer will make the presentation. 

cc: Nancy J. Risque 
M. Peter McPherson 
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