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THE WHITE HOUSE 

WASHINGTON 

February 3, 1988 

MEMORANDUM FOR THE ECONOMIC POLICY COUNCIL 

FROM: EUGENE J. McALLISTER£>-{ 

SUBJECT: Agenda and Papers for the February 5 Meeting 

The agenda and papers for the February 5 meeting of the Economic 
Policy Council are attached. The meeting is scheduled for 9:15 a.m. 
in the Roosevelt Room. 

The first agenda item will be Mexico. In the State of the Union, 
the President highlighted trade as one of the top items on his 
agenda for his talks with President de la Madrid, scheduled for 
February 13. The Council will consider several options for trade 
initiatives within the existing framework agreement. The TPRG 
has prepared the attached paper outlining these options. 

The second agenda item will be the Long-Term Grain Agreement. 
The current 5-year u.s.-u.s.S.R. agreement expires September 30, 
1988. The Council will discuss the possible renewal of the 
agreement. A paper prepared by the TPRG is attached. 

e-oN-FlDl!:~l':PIM, ATTACHMENTS 



1. Mexico 

ECONOMIC POLICY COUNCIL 

February 5, 1988 

9:15 a.m. 

The Roosevelt Room 

AGENDA 

2. Long Term Grain Agreement with the Soviet Union 
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14:04 NCl.003 001 

A'ITACHMENT A 
Aftft!NDIX 

ApNment lttwNn . 
TM Oo,emment of the Unit.cl IIIIH of Am1rfc1 •"d 

Thi Qowtrnmtf\1 of tt\1 Uf\lon of lovltt locl1ll1t lll1pubUc1 
o~ tM luppfr of Grain 

Th• Go••mm•nt or th• UDittd Stat" of America 
("t.TSA") and tht Govenunent or th• Union or Soviet 
SociaU.t llepu'blic:a ("USSR"J, 

lbcalllna the .. Baak Principt .. or aelation, bet•Hn the 
V1'iwd SiatN or America a11d th• Union or Sovi1t Social, 
lat ltpub1lc1" ot May 29, 1972 ud other rtlnaot al?ff· 
anta bet1"en them; 

O..irin1 to l'tren~h•n Jong.term CCIOpffation betwNn 
th• two eountriN on th• bui■ ot mutual benefit and 
eq\&&lilJi 

llliulrw oft.he importance which the pn,duction or food. 
pardeularl7 pin, hu tor the peoplt1 of both eountrte1; 

lh1cornisint tM nMd to 1tabiliu tracJ. in .,.ain betwNn 
t.he two eountri .. ; and 

AffinDills their conviction that cooperation in th• neld 
ot trade will contribute to oYtratl impro•emeot of rtla
tio111 betwNII t.he two countriu: 

Han qreed u follow,: 

Artlclt I 
Tbe CoYel"DJDent of tbe USA and the Oovenunent or the 
USSR MNby enter into aD &K!'Hment tor the purchua 
and uJe of wheat and ~om for 1upply to the USSR. To 
tJu, md, durin1 the period that thi.■ A~ment la in 
lore., neept u otherwiM a,rrHcl by th• PartiH, tht 
SoYiet for9i,n trade or1•niution1 ahall p~rchaae from 
private commercial toW'cea, tor aMpment m each 
twa1••-month parlod beclnnlng Oetober 1, 1988, nine 
million metric tona of wheat and ~om fT'OWJ\ in the USA: 
in •om, '°• the Soviet toreirn trade orrui&atloDt, tt 
inLe,-t.d, may purchafla, on aCCClunt or lhe .. h! lflltlntl
ty, 107bean1 and/or 10ybean meal produced iD the USA, 
In the p!'Oportion or ODe ton or aoybcana and/or aoybcan 
m .. l lo, two toil• ot grain. In any eue, the minimum 
a11.1n1al cauantitiet of wheat and eorn ahall M no lua than 
lour aillloa metric &ou aaeh. 

Tbe &met !orelsn trade or1ani&Gtlon1 may mcruH the 
alne million metric ton quantity n,enUoned above 
without conaultationa by •• much •• three million metric 
tona ol whut &JU!/or eo,n for ahipment in each twclvc
monUl period bqinDiq October 1. 1913 . . 
Th. Oovemment of th• tT8A ■hall employ It■ sood offlrN 
to facilitate and HCOW'&Re 1ueh Hie, by private! eom, 
mHriAI """"'""" Pl1N'h1u1MIMIH r1r r11mmNtit,ifl11 m,14,r 
thi■ ~ment will be made at the market price prnail· 
inc for u. ... product.I at th• thn• of purcha11/aal• and in 
acer:rdaeee witll aormal eomm1rclal t.rm,. 

Article II 
Durinc the term of thia Arreement, except a, otherwiM 
a,,....S by the Partiea, the Government of the t.TSA ehalJ 
eot aerct,, an7 dt.ention&J7 autllority available to It 
UDder United Statea law t.o control export.a or commodl
,, .. purcbued tor aupply to the USSR in accordance 
with Anidi L 

IO 

Artlclt Ill 
In carry{ns out their obliption, uader tbi■ Afreemect, 
the Soviet foreirn trade or1aniution1 ■hall endHvor to 
~p•c• their purchaMI in the lJSA and 1hif,mtnt1 to tht 
USS'R a1 even))' 11 ,oe1iblt oYtt each t~e ve-month 
period. 

Artlclt IV 
The Governmtnt or tbt USSR ,hall Ul\11'9 that, tac.pt 
•• th P•rtie, may oth1rwi11 &K!'H, all comniodlti•• 
fT'OW'J\ In the USA and purchaeed by Soviet foreirn trade 
or11ni11tlou \lftdtr thi1 Al'fltme~t 1hall bt 1upplied for 
co1m1mption in tht USSR. 

Article V 
Wbtntvtr tbt COflrnmtnt ot tht USSR withN tht 
Soviet f'oreirn trade OT'ranbation, to be abJ, to P\l?'CMN 
more whtat or co111 rrown in th, USA than the amounu 
aptcifitd in Article I, U 1hall notif7 the Gov1rument or 
the USA. 

Whenever \he Government of the USA withe■ private 
commercial 10urc11 ~ be able to 1111 ~ tht USSR more 
wheat or com rrown in the USA than the amounts ■peci• 
fitd in Article I, it 1hall notify tbt Covtrnm,nt ot tht 
USSR. 

In both butaccu, the l'arttea Witl con■ult a, ac,on 11 poa· 
eible in order to reach arreement on pouible quantitiM 
of rraln to M aupplied to the USSR prior to 
purchaaeleale or cnnclueion or t'ontNt'k for \he 
purchaeeleale of ,rain in amounta above the. 1pecined 
in Article I. 

Artlolt VI 
The Government or the tJSA la prtpared to &&M lk rood 
omcea, aa appropriate and within the h1w1 in forre io the 
USA, to be or a11i1tance on que■tion, of the appropriate 
quality ot the ,rain to be aupplied from the USA to th• 
USSR. 

Article VII 
It i• undf!r9tand that th, 1hipment ot eommodJti .. ~ 
the USA· to the USSR under thia Ai"reement 1hall be in 
accord with the provi11ona or the American-Soviet Arree· 
meot on Maritime Matt.en which i■ in force durin1 the 
period or 1hipmenta hereunder. 

Aftlclt VIII 
The Partle■ ahan hold conaultatlona eoncemlng th• 
implementation or thi• Arr .. ment and ~lated matt~n 
■ l wl•n■l, vr ■la wuuU.., auJ ■ l IW1 vi.her Ume •l lhw 
mu11t or tither Party, 

A"ICII IX 
TM■ A,Hament ■llall ant.,. h,to fOfft on 1xeeutlon end 
•halt remain in torn until September 80. ~. unleaa 
ea tend-«! by the Partin for a mutually arreea" period. 

DONE at Moecow thi■ twenty,ntl.h cl»y of' A\l,Ult. 1983, 
In duplieate, eaeh in the Enrli1h and R\lNian lan,ua,-., 
hoth t.eata Mins equally 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) 

A'ITACHMENT B 

TOTAL . SHIPMENTS 
ACTUAL SHIPMENTS 

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

Vbeat 7,593 2,887 153 

Corn 6,476 15,750 6,808 

TOTAL - Grains 14,069 18,637 6,961 

Soybeans 416 1,519 

Soybean Cake & Heal 

AGREEMENT MINIMUM 9,000 9,000 9,000 

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

86/87 -
4,081 

4,102 

8,183 

68 

9,000 

SALES 

4,812 

1,764 

6,576 

800 

1,303 

9,000 

TO DATE 

87/88 

944 

1,666 

2,610 

212 

291 



Talking Points for Beryl Sprinkel 
EPC Meeting on U.S. Long-Term 

Agreement for Agricultural Exports 

Friday, February 5, 1988 

Background 

o The U.S. and Soviet Union have now had two long-term 
agreements to facilitate sales of wheat, corn, and soybeans by 
private U.S. exporters to the Soviet Union. The current 
agreement expires in September 1988. The TPRG recommends that 
a new long-term agreement be negotiated. 

o The long~term agreement is of at most marginal value to the 
U.S. industries but is believed to have facilitated trade. 

The agreement implies explicit actions by the two 
governments if less than the agreed upon minimums, or more 
than the agreed upon maximums, are to be exported. For 
example, the U.S. embargo in 1979 applied only to exports 
above the minimum. 

As problems in the last two years have shown, the agreement 
will not insure that the Soviets will buy from U.S. sources 
at a higher price than is available elsewhere. Nor are 
U.S. firms bound to sell to the Soviets at lower prices 
than they could receive from other buyers. 

Position 

o Not oppose a new LTA. 

There is not an economic reason to oppose a long-term 
agreement that is strongly favored by private interests and 
that seems to have little impact--positive or negative--on 
our national interests. 

However, we do want to be sure that the LTA does not 
interfere with our GATT free trade proposal. Any potential 
conflict should be decided in favor of the GATT. 

o Specific issues in the agreement should be left to the 
negotiators. 

It should be emphasized that the U.S. Government is not the 
one selling grain, and specifics of price should be left 
to the export firms. 

The inclusion of other products will probably be left to 
other potential agreements but may be raised in this 
negotiation if U.S. firms would find it helpful. 



EPC Meeting: Mexico Trade Relations (February 5, 1988) 

o What the U.S. wants: 
--continuing momentum on "special trade relationship." 

--Bound tariff reductions in Mexican steel, chemicals, paper, 
canned fruit, raisin, chocolate confectionary. 

--Improvements in Mexican patent law: product patent for 
pharmaceuticals, chemicals & alloys; process patent for 
biotechnology. 

--small improvements (also feasible to Mexico) in foreign 
investment regulations: Larger threshold for 100% 
foreign-owned companies; standstill on use of export 
performance requirements; lowering of 55 % tax on dividends. 

o What the U.S. could offer: 
--U.S. bound tariff reductions for Mexico-related products. 

--GSP extensions: waiver of competitive need limits; 
redesignation of product eligibility (through annual review 
process or specially by President). 

--Additional increases in U.S. steel quotas for Mexican steel. 

--Negotiate U.S.-Mexico Auto Pact. 

--continuation, affirmation of 806.3/807 program. 

--Kind words: 
a) Note de la Madrid progress in trade liberalizing. 
b) Draw attention to Framework Understanding. 
c) Note benefits to Mexico from removal of 4 Asian NIC's 

from GSP. 
d) Reaffirm opposition to protectionist trade bill and 

oil import fee. 

o Recommendations: 
--Accept 1: Use bilateral framework for incremental progress 

in foreign investment policy, intellectual property 
rights, market access. 

--Reject: 
Reject: 
Accept: 

Reject: 

GSP for patent protection. 
Steel quotas for bound tariff reductions. 
U.S. bound tariff reductions for Mexico 

bound reductions. 
U.S.-Mexico Auto Pact. 

--Accept 3: Coordinate Feb.13 meeting of two Presidents and 
Feb. 22-23 Framework consultations to seek progress in 
foreign investment. 

--Accept 4: Reaffirm Administration support of 806.3/807 
provisions of U.S. tariff. 

o Bottom line: Tariffs, 806.3/807, and words for investment, 
tariffs, and IPR. 
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