
Ronald Reagan Presidential Library 

Digital Library Collections 

 
 

This is a PDF of a folder from our textual collections. 

 
 

Collection: Matlock, Jack F.: Files 

Folder Title: USSR – Grain Embargo 1981 (1) 

Box: 27 

 
 

To see more digitized collections visit: 
https://reaganlibrary.gov/archives/digital-library 

 
To see all Ronald Reagan Presidential Library inventories visit: 

https://reaganlibrary.gov/document-collection 
 

Contact a reference archivist at: reagan.library@nara.gov  
 

Citation Guidelines: https://reaganlibrary.gov/citing  
 

National Archives Catalogue: https://catalog.archives.gov/  
 

https://reaganlibrary.gov/archives/digital-library
https://reaganlibrary.gov/archives/digital-library
https://reaganlibrary.gov/document-collection
https://reaganlibrary.gov/document-collection
mailto:reagan.library@nara.gov
https://reaganlibrary.gov/citing
https://catalog.archives.gov/


WITHDRAWAL SHEET 
Ronald Reagan Library 

Collection Name MATLOCK, JACK: FILES 

File Folder USSR-GRAIN EMBARGO 81 1/5 

Box Number 27 

ID Doc Type Document Description 

9982 PAPER MATLOCK ON GRAIN EMBARGO 

R 

Freedom of Information Act• [5 U.S.C. 552(b)] 

f 35 - 40 l 

9/30/2008 

B-1 National security classified information [(b)(1) of the FOIA] 

F06-114/B 

B-2 Release would disclose internal personnel rules and practices of an agency [(b)(2) of the FOIA] 
B-3 Release would violate a Federal statute [(b)(3) of the FOIA] 
B-4 Release would disclose trade secrets or confidential or financial information [(b)(4) of the FOIA] 
B-6 Release would constitute a clearly unwarranted Invasion of personal privacy [(b)(6) of the FOIA] 
B-7 Release would disclose information compiled for law enforcement purposes [(b)(7) of the FOIA] 
8-8 Release would disclose information concerning the regulation of financial institutions [(b)(B) of the FOIA] 
B-9 Release would disclose geological or geophysical information concerning wells [(b)(9) of the FOIA] 

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

Withdrawer 

5/10/2005 JET 

FOIA 

F06-114/8 

YARHI-MILO 
2701 

No of Doc Date Restrictions 
Pages 

6 2/2/1981 Bl 



D2 
.... f' ~-

'1'8B NBW 
~~ . 

Economic SCen.e Leoit~$iU< . . \ . ~ :·, . -

Trade Pressure . . •./, .-·:- -· 

On the Russians 
TO the di1>111ay of conservative Republi~I!, 

such as the editors of the newapaper 'Human 
Events, Ronald Reagan baa stronaJy opposed 

the Uruted States curtailment of &rain sbl1>nt"1tl to 
tbe Sovtet Union. And tbe alm01t certain :Repµbllcan 
ncmilnee has prevailed upon his party's platform 
committee to 11dQpt a plank calUna for the end of the 
c:µnailment , which Pr,sldent carter supports as a 
means of bringing press\U'tl on the Russians to get out 
of Afghanistan. · 

The ardently anti-Communist Mr. ReaJan, a 
proponent of bigger defense spendln8, has appar
ently decided that the support of the farmers, who 
are hurting from lower prices and hlaher coats, ls 
more Important to him politically than the mainte
nance of Ideological purity. The farmers lnsiat th11t 
the curtailment Is not hurting the Russians much, 
wtth Argentina and other gra1n suppliers f1lllng in for 
the United States, but is hurtlna American farmers a 
,reatdeal. 

• • • 
Politir.:s 1tside, how much sense does It make to try 

to punish the Russiami economically? Westi,rn Euro
pe&n governments and industr1ali11ts think the 
Unjted States Is makin3 a serioU!I mistake in trying 
to cut economic relations with the Soviet Union In an 
etfort to brtq them to heel. 

The Europeans warn tbat such pressures are likely 
to be counterproductive . And they are unwilling to 
trim their own lucrative tUld 8J"OWU1I trade with the 
Ruasians. 

Jt is easy to be cynical about the motives of either 
_ tbe ~uropeans or Mr. Reagan. Earlier Sovtet leaders 

seemed to count on shortallbted c.pltallllt self-inter
est. 

Indeed, in the current Issue of Fonqn Affafra, the 
leadiq Italian in~lllt, GtcwaMi Apelli, c;ba.l.r-
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man ot Flat and former chairman of the Italian Fed
eration of Industry, quotes the declaration of L.B. 
Kamenev, a former high Sovtet official, made in 
March 11121. He said: ·•we are convinced that foreign 
capitalists, who will be obliged to work on the term11 
we offer them, will dig their own grave. Foreign 
capital will fulfill t11e role Marx predlctt,<t for It . With 
every additional shovel of coal, witl1 every additional 
load of oil tha t we In Russia obtain, through the help 
of foreign techniques, capital will be digging lt.s 
grave." Aud Lenin said, In a famowi remark, that 
capitalists would even sell Communists the rope wtth 
which to hlllliJ 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 racing particularly hard times. "D6tente be
tween the superpowers has come to a stilndstlll," he 
says. " World peace la tn jeopardy and mistakes now 
can be more hazardous than ever before.'• 

Mr. Apelll does not put all the blame on recent ac
tiOM of the caner Adm1Qi1trat1on. On the contrary, 
be ..,,. .. u that the most Nrioua mtatake wu the 
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decisiun of thd United States and Japan not to cooper
ate w1U1 tbe S<1viet Union In the de~lopment of the 
large potential oil and gas fielda of_ e&f!tem Siberia, · 
especially in the Y1dmtsk area . The Siberia deal, he 
notes, hwtg fire through the mld-1970'& but wu fl. 
nally allowed to l~pse for feal' that it would disturb 
t.he growth of ties with China and increase Soviet 
military potential. ' 

In his moving new b(Jok, ''Of Blood and Hove," 
Samuel Ptsar, an international lawyer and former 
United St.ates economic co11J1Selor, shares Mr. Agnel
lt's view that the fa1lure of the United States-Soviet 
oil and gas deal was a gn.!Bt opportunity lOlt for 
world peace. Mr. Piaar, wbo survived the Nazi mur
der camps of Treblinka and Ausebwlu as a boy, in
veighs aga1J'l.!lt the arms race. He is without llluaions 
about the nipresstve cruelty of the Sovtet sy1tem. 
But he !lays that Sovtet trade wtlh the United 5tatea 
and the West, and Sovtet economic and tecbnolo&ic.l 
development, are the only feasible alternatives to the 
Increasing danger of military confrontation. 

• • • 
He contends that the opposite policy of tryinj to 

block Soviet economic advance ls sharply counter to 
Western interests. This ls 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 Uuu seeks to reduce the Soviet 
Union's access to energy at home," he says, "practl-

- c.ally invites the Red Anny to the Persian Gwt and 
constitutes IUl added dan&er to our security and our 
welfare." 

He ~ys that the hope that the United States can 
outspend, outbuild and outreaearch the Russians on 
military hardware and nuclear technology Is both ex
tremely cootly 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 Unlqn, ~lally over AfaJ!anistan, 
but pushina U. United'Sta(4lll back toward economic 
d6tente With the Ruul, 
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New York TIMES, 8/18/80, Pg.14 

i 
'. McGovern Advises Carter 
j To Drop Grain Curb~ 
I Sy t h:r: ~:h;,t-:::1 Pr'f:'S~ 

f . Semi.tor Grorge McGovern h:1~ at.iv\St"r.' 
P.resuient Can:E,r to cil:.and{,a his cm:ali 
rn:mt of grain ,;!iipmt'nts to the Suv1~i 
!.l~on l:.S = mean_., of restming Im, P'-'l,m-
111.rity wirli larm~r,,, the Swth Di.l..m1 

: Verrwcrat said :,.'(."Sterday. ' 

I 
App1>ann,g on tht- CBS New~ ptt.,~'.; am 

"Face the Nation," Senatl'I McGovern 
said that he toid Mr. C~rter in a telephone 

cor.vt:na.1,on last ','Vc·<!n•,.;,.it,y. 'T ""'ciHl•l 
l>t: a lot ea~,,,-1 fr r ih<.1.'it •)! tb nmnini,. ir, 

; the agnt ulturnl fJ<1rt.S nt th,, r:..ouuU-y, 
l whtch !"- ,,.,1 i,:r.corrnm nan ,if !"ins dee
! Iio:n, if yo,; wvuhi dioµ 1.t1ai grain embar
! go.'·· 
I H~ sa;d Mr. Cm!H gave no in•.,wo<Ji:;>le 
! prorm,v, :ha, ht· '."ould dmp l!w polKy, 
I um •·tw clid i;,iy iw was m,mnuring u 
! dosely and tdt open the posnhili1y that 
I atsm,,e!o.•.ag~ he would" cancel it. 
i Thte Se11ator, ttre unsucces:;ful lx,mr-.. 
! ffa!lc Pn,sulential r:umir\e~ in 191:!. said 
l U1e ~xpvr: pnHcy, 1mposea .;Jwr the I Soviet Umm, ~:,,eat t.a-oops IO Alghari.istan; 

I "has bt.'<-!ll !t ~11;aster for thf farmers o! 
, !h:s country, ,,llld I don't think. it's hu:-1 !!,,-, 
i 5(,viets VCf) ffit!Cl'L 

! Mr M~G,P·ern fau!S a senu:!iJ ch,,! 
! len~t fn:,m j,rnie5 Abdnor. a Rt<iiul.thc.,,;_ 
! Im the !itnak ~t ht:- has ht:ld !olflCf' 1962 
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Bergland Finds 
Carter Gaining . 
Farmer Support 

Record Exports and Loans 
Said to Offset Embargo 
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New York TIMES, 9/27/80, Pg.30 

Senate Acts to Halt 
Embargo on Grain 

isy MARJORIE Ht.TNTER 

S~a! to'M-r MYYOl't iimtJ& 

WASHING TON. Seot. 2S -- The Sen
ate voted today to ·1,1oclo: funds for 
President carter's grain emoarE;o. a 
measure that would halt t..":e eight
month-Old curtailment of graL"l sales to 
the Soviet Union. 

The aetion angere<i President Car
tt-r. At a 'ilr'rute House briefing late 
tt'day, his press secretary, Jody Pow
ell, callee tbe step "a ctear mistake." 
He said the embargo was having an ef
fect on the Russians and was not h•.irt
ing Amertcari farmers. "'If you want to 
talk to someone who welcomes the 
vote, ! S'.lggest you speak to a spokes
man for the Soviet Embassy," Mr. 
Pcwe!i said. 

Ser.ator John Melcher, Democrat of 
Mmtana who voted to l!tt the embargo. 
termed Mr. Powell's statement "a 
pious announcement," adding: "Jody 
can put the best face on ! t be wants to 
for President Carter, but the fact is 
that me embargo hasn't washed with 
our farmet'!I ." 

Dunng the debate, Senat.0r Adlai E. 
Stevenson, Democrat .of Illinois, ques
tioned the effectiveness of the embar
go. Its real cost, he said, has been "a 
weak dollar, a chronic trade deficit, 
Inflation and economic stagnation." 

However. saying that "one mistake 
does not deserve a."lOther.' • Mr. Steven
,m urged defeat cf t."le move to end the 
embargo. "It W'OUJd humiliate the na
tiOD and embarrass its President," he 
said. 

With a handful of farm-state Demo
crats joining a majority of Senate Re
publiaarJS, the action to halt tbe em. 
baflO was attached to a bill appropriat
ing $9 billion for the Departments of 
State, lll!tice and C.Ommerce. 
Effort Rejected b)' House 

It ts ·unlikely, bowever, that the re
strtcttve amendment, which would end 
the embargo, would ever become law. 
The H~ In July decisively z-i;jected 
similar effurts to end it. 

The Senate proposal is like~• to be 
dropped m eonfe~. If it ls n.ot, Rep. 
resentatlve Peter A. ~r, Democrat 
of Westchester, said that he would seek 
to have that part of the conference re
pon rejected by the tun House 

" We had the vmes bt'fore, and we ca.'1 
get then-. aga:n," Mr . ~ yser said. 

\·n :t, Congre1>s prepared to rece& 
nex: Thuf3day for almost six weeks , :: 
,s ,mp;-oba!:lle tt,at a Ser.ate-House cor.
'.r,r~r:ce would he held before !lien . 

ThF.: restnction on rundmg a com mt, 
at:or. Gf tbc embargo was aimed at th-~ 
Department of Commerce, which has 
respoo.sibility for enbrcing trade su.c;.. 
pensions by wichholding export 11. 
ce:ises. 

While it Is uncleare,:actly how such.., 
restriction would artect the emba~. i i 
woo.Id appear to withhold funding for 
Commerce workers who pass upon ex, 
pon. licenses. 
Embargo OrdeN!d In January 

The partial embargo on grain sales 
to the Soviet t:~ion was ordered last 
Jan. 4 by President Carter to protest 
the Scviet Union's militarv interven-
tiorrin Afghanistan. • 

Not affected by the embargo were 8 
rnili!on metric tons c:,! grain guaranteed 
by a !ive-year trade :1.greement be· 
tween the two count:ies. The Soviet 
Union he.s purchased about half of that 
amount so far. 

Farmers in gram states have com 
plained that the embargo has cost them 
many millions o! dollars in lost sales 
despite the Department of Agricul '. 
ture 's expenditure of nearly $2 billion 
to take off the market the grain not sent 
to the Russians. 

Furthermore, noting that there is no 
across-the-board embargo on Uruted 
States exports to Russia, farmers sav 
they are being singled out to bear the 
full bront of American retaliation 
agamst the Soviet Union. Republicans, ' 
at their national convention in July, ii.
eluded In their platform a demand for 
an immediate end to the embargo. 

The amend."nent on the embargo was 
offered in the Senate by Larry Pressl
er, Repubhcan of South Dakota. It was 
!i::st rejected by a vote of 41 to 40. How. 
ever, after a senes of procedural 
ma..'\euve~. the Senate agreetl, by 43 to 
39. to reconsider the amendment. The 
Se:-:ate then approved the amerld..'"?lent 
by vo!ce vote. 

On the key recorded vote by which 
the Senate agreed lo reconsider, 11 
Democrat:; joined 32 ReJXlbiic:an.s in 
voling Ye£ Voting against were ~ 
Democrats and thret: Republicans . 
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New York TIMES, 9/28/80, Pg.F2 

The Grain Embargo 
By ROBERT L. PAARLBERG 

--~-----------·-------·-. 

T
HE urge to teach someone a lesson 
seldom inspires sound policy Tne 
lessons learned are too often one'!. 

own So it is with President. Carter's 
1980 grain embargo. Soviet food sup
plies have been little affected United 
States lllus1ons abo\lt its own "food 
power" have been properly dispelled. 

The idea of United States food power 
over the S0V1et Union was an inevilablot? 
diplomatic byproduct of United States 
gra111 sales to the Soviet l.inum, wt11ch 
had grown very large over th€ past dec
adt• seemmgiy in proportion to large 
an<l growing Soviet needs. n,e Pre-si
dent finally decided to use this putauve 
power on Jan. 4 ... 

In most respects, circumsrnncer. m 
January 1980 seemed tailor-made for a 
high measure of success. Be<'.ause of 
very dry weather early in 1979, that 
year's Soviet gram r,arves, had fallen 
41! mll!ion tons (2! percent) shon of 
pmduct ion la? gets 

To prevent a severe rt.>dl!ct1nn in the 
size of iL" livestock herds. the Soviet 
\Jruon had made phuis, in October, to 
import an all-time record quamu~- of 
grain, 35 million tons, in the next 12 
months. 

B} tar the largest shar·e ot tnese <J.n
tic1pated graln imports (about 2S mil
lion tons. or nearly 1hree-quarter!-. of 
1hc total) we.re ro b,;, supplied by tl'le 
llnited Statf'S. which had JUSl com
pleted a oountiful harvest 

Meanwhiie. owing to record demand, 
;. poor harv':'.st anci transpon botlle
r.eclu, throughout much of the rest of 
!ht world"s grain trading sy!>tem, 
ma,or suppiiers other than th\: United 
States WP.re less prepared than usual to 
a~~i,;t in meeting Soviet needs. If tbe 
Soviet llnior. would ever be vulnerable 
to United States food power, this 
sa>med the time. 

Yet a closer look at the situation -
and at history - might ha ve suggested 
that. whenever food exports are manlp
ulatf'd in pursuit of noncommercml 01:>-
1ec11ves, the odds are stacked heavily 
against success. This is because any ef
fec11ve exercise of food power requires 
an unbroken chain of favorable devel
opments. in th re€ dist incl arenas, all at 
the same time. 

First. within the polrt1c-al SJ'!>tem of 
the natron wek1n11 tv exen.·,~•• f,11"1 
po14er (lfl th,~ case, Utt· llmted State~). 

foreign policy officials must Of' a!>!t· 1c, 
maintain C4)ntro! over the vol:.1me a,·,d 
o.-er the direc!lon of their 011.'1'1 ftXl(i e-~
ports. This is no simple ldsk ir. lhr 
United States, which has no govem 
ment grain marketing hoard, and 
where powerful producer and trade 
groups have trad1ti,mally res1Hed g1,, 
emment restrictions m, overseas sale~. 

Sec::ond, within tlte tx;uncis n; lhi! in-
1emat10nal food tn.ulmg system, otnN 
co,uitries and transnaoonal corpora
twns musi be prevent~t from "leak 
ing'' embargoed United State& grail', 
into the target nation, thrnugh tran\ 
shipment or de<.:1cp!ion. Other lcJO<l.,1..-~ 
pon:ing colmtrit!: must a!w be d1,, 
!.·uao1.-<l from expanding or red1rectint 
their own food export!> w re-plate f-'m 
oargoed United Stat£:s food sa:,~s to i.hf 
target country. 

Third. w!th171 1he pol1t1< ai and eu>· 
11omic :-.ys!em. of Che target nation (m 
:..'lie cas!:, 1h,s So\'iet Union). !he m
tendt."{l re<1uctwr. m food imports must 
be aaeot.ah~ awl i,ppropnute w 
pronuce th,, oe:,ireo t!ffect 

Like a rhr~~ .. 11nk2d i:hain. the Pre,-1 
dem•~ l98U grain embargo had to hold 
at each of these points, if it was !O hole! 
over ali. An embargo that fails at any 
one of the three will fall aaogether. 

As rmght have been expected, the 
President's embargo did enjoy wm" 
initiai success at Point One, when for 
several months 11 received broad-based 
political suppon within the Umted 
States. 

But this tf'mporary suc.ces!' was J)O!,· 
sible onlr at a growing cost to taxpay 
er&, and alsll. m part, because the em
bargo was simultaneously breakms.: 
down at Point Two, withm 1he interna 
t1onal grain tr-11ding sy:aem. There th!' 
embargo has set off a significant ex 
pansion of Sov1e1 gram imports from 
nations other than the Umted States 

Speculating a bil, ever: if the em
bargo had somehow managed w suc
ceed at both Poinr Ont:' and Two, ,t 
would probably have fa1h'<l at Point 
Three, within th!: Soviet Umon ■ 

Robert L. Paarlbi!r-g ,s c.ss1stanr pro
fessor of polrt,cal scienc~ m Weile.'ilte·. 
College, amt r·esemd: associur<· at thi· 
Harvard Vn, \',ers1t1: Cc>r.trr fm Jntcmt, 
twnal .l\{f<Jlr., Thi' ahlwe m·:,dr "'as 
exnrpted fmm the Fall IW!O 1S~iH' ,;: 

f-orPll?"I l\f'm~, T>w E-•"ll>ll•>:O 1-<·u• 
lr/rnl b\' f'yes1dl•nt (art er 1,n f- n<kH· 
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Reagan Suggests Ban on. Soviet Trade 
----~·-··-i---·--··-·-••·----. ····-•·--· 

By HOWELL RAINES port Mr. Carter In 1976 Md O'I~' would fn~ th~ hvt<l$.g1!::· w Mr. {:i::,le: ~ 
$J>ICllltonitNMir Yon-1'~ promoted Geo~ Walla~. the former pollUcai benefit, Mr. h~ao l-'11'!--:ed H· 

COLVMBUS, Mbs., Oct. 22 - Even ~tloruat mor of Alabama, as quit repelltlng hie aet1.rt>J.1Hd 1>t11tt1:m~n: 
wbUe charpnc f.hat Preatdent Carter tuu, a Vice-P~ldenUal candld&re, aald he that 11~~ bar~ wi<Usclos~t iikas >1b:l'.1r hn111: 
crMted a "s~ of him u a war- wu «ttracted by Mr. Reqan's ecooontlt'. i to retWlve the ctis!t. 
manpr," Ronald Rupn today repeaUld p~. 1 He said hi!' had reachc-d tbi11 decision be
bit pledge w mereue mHUary sptM!ng After rec.eMng the endonf:ment. Mr./cause hh:J n-mo.1ks ha<l i>~n Hkened ··t,y 
and autirted that a to.-1 quarantine on 

8
R~.!4'r,n, visited the &ll-white M.lsalsstw: 1 rn~mbet·a of Ute mtidi!l ~.:, ,~e.;w;,,:, t1r.ivlng 

tl'lldewas "• very viable option'' tn deal- mm • Bo)'!- and Girls Ranch near to-1 a SflCret pl4l<l." }!f; E.al-1, "it liCtt.miE ve-ry 
tq with the Soviet Union. lwnbwi. Cletus Metzpr, board chalrmrm i remil\i5Ctmt of Mr. N1r.oll t1o>vmg a .sKn:t 

1be Republican Presidential candl- ot d~ .. ~tltutfon for bomelOOB children, i plan to end the. w1u· in V!"'tnam. w~Jch i 
date's renwitl reflected the conflict bo- sal we ranch bad a noodiacrimloatory'dan'tthlnkhecw.rsatd.' · 
twee, hll national and regional stmte- poH

1
~:_~dfoplanncdb to build a separate! (_iralnJ:mb!l,-pA~uild:dHllnt'mr 

lfee as he c::ampaiped today thtoup res .........., r li:ick children. AnotJwtr of". 
three closely contested Southern stat.es In ficial said, how!:Wer, that tMn: were :mt Mr. Roo.gim·s !'luggei:;tlon ~t a tvtol 
which Reagan campajp strategista be- r.ach pl&.m1., ! tndri .embargo ag.&liwt_ ,he s~viet Unlun 
lteve ~ can upstit Mr. Carter. Lyn Nofz.ger, Mr. R~•s pres,; i;.ec. ~me as he rea!fh-me:a mi St!indord o1U-

Nauonally, the Reagan strategy is to ret.ary, s~ld he wets unaer the Impression I c1sm thel Mr '--artt;t s embe.r~ ,m 31aln 
shift the campaign dialogue back to Mr. that blac1< Children lived at the rar.d, be-! ~l~ to the RUSl:ll.:.n ww., ,m l.!..'1rair hard 
carter's economic record and away from cai.we bl~ck ('bt!dra. were !r. tht: group I shl.p to the Amerlcrut f&rtn.?rw. 
what Mr. Reaga:i ~lied the "war and Uu'1greetP.J:iMr. Reaganto(illy : "I ihln.k the farmer w~d be til.e t1n:i 
pe&<'.e" issue and the question of the ~2 l:iesplte srv.ch developmen~ and the ( one lO vo!unt;eer:· he said, ''lf, u. t.ht. trJ
Amertcan hostages .in Iran. But Mr. Rei!•! sharpness :;f Mr. Reagan's attacks 011 1 te-re2t of national f<e<:Uri!y, we wt>'N; 
gan':i po!lticai ad\,sers atoo said fhey be- Mr. CIU'ter, rhe attmticnof Mr. Rti4'!t1.n's, for~ to say wme ~Y tn Vie S<>viet 
Ueve that national defense ~ stlli a cut- staff has clearly shifted row&rd hfs de,. I un:on, '111.at's a.II, que.r;}..l'lUne, no t~dt", 
ting Issue in Florida, JVii:sslssippJ ani:1 bRte wtUl Mr. C.rter next Tuesday, Mr. we re go~n,: to have no m,:,re trade with 
Lou.lsla."IU, states 1n which Mr. Reagun la Reapn will return to Washtr.gtOn tomor- you until YO\.I do such..and-tmct> -o; w,.a.nd . 
attempting to make a fatal cut into the row to begin preparing for the meeting ! so.' " 
Pn!Sldent's Southern base. . Utat his advisers are convinced wm <1e- l He added that a:. an &i:em1:..l""I' to 

_.,- ciae the outcome on Nov. ... I armed tnrce an embargo "ro,.tld be a \'t'l)' 
E ...... rsementof Chari• E'lltin "There's an hour an<l a half left in tM' viable option. becau:w. I thlnk th<? Soviet 

So Mr. Reagan C®pied his complaints ~mp.ti~," ruiserted one top aide, refer-! IJnlws ri.-.e s (.'ertain de-penc:ence now on 
abou, Mr. Carter's campaign tactic-~,; with j rmg ro e length of Ure debute. t thl~ It obtains from this coontry." 
somt of his most bellicose language in . , Mr. Reagan said a quarantine mag.1\1 be 
several weeks. At BOflllier City, ta., this I ViewofUodflclded Voteu f:-oHn tl.ised in response to "somektndoN ll88tfl5• 
morning, he said, after p!edging to cut I islon that threater.ed our mlttona! se,'C\Ui. 
taxes: ·•Now let me be.completelyhoaest i ... !;{r· Rel!gan's aides said the)' believed l!ty, such a9 a move in tht- Persian GUlf or 
with you. Also include.1 In this program ts c. ... t th~ announcement of th~ debate has, sc,meUung. • · 
an Increase in spend!~ for natlonai c!e- frr:;vo..n

01
~e ~decided vote that, Mr. Res- 1 ''i'll t~ll you where the idea c1irr.~ from 

tense to restore o:.u- margin of AAfety. ~a.i 82. ~ todi?y, represents the: "impon- 1-1938.' Mr. Reare,-,1 coot1m.oo. rt!U!llln& 
Yes, ~o bui!d_tffo!>f:: bomben. Yes, to do t'}:;ble element!ntheoontest lthet Pre;iider.t Roosevelt had proposf'd 
thethmpweru."·etodtJmequipmem." lou}ooh over at that ~ro colu.mn,!~uch a. ::love against Na,•j '.,ermany. 

Upon anivL'lg here after campalgni.18 an~ ~1..s the 1,moldng gun, Mr; Rea~ I At,d .:a, :.t:1e ume he WlllE t.:asted tha! thib 
in Bosster City• Mr. Reagan was en- said m ai. lntervit.'W with Cable ~ews Net- i ~~, ;;.oriwn(•···'; v.~mio~crii.g. rn i;ugg,.-s: 
dorsed by Charle;; _ Evets, the blac!I w~~k today, a reference to tha undec,d-, ·~i..-h ~ tf~lr~, ! H:.m .. \ lf you looir b&ck in 
mayor of Fayette, Miss. Mr. Evers, a ed r..olum.nlrtthe~am,palgnpolls. !hlnr!.~1f•i. ~.- c, hu\-e to say that had we 
maverick Democrat who refw;ed to SU"-·. Reflec:d".g his sta.ff Ii increasl11£ nfi,v. id0n"-' i,lr,,· th~:n: might not heve been ~l 

. y I owmem: aoout an "October surprtse" that I \>/orh.! W!iirl,." · 
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In a World hort of Grain~ to-
/ 

Have Plentf Is a Mixed Blessing 
By SETH S. KING 

WASHINGTON - Because 1980 has been a bad year in 
many large grain producing countries, the world's supply of 
cereals is now the tightest slr.ce 1974. It b a situation that 
both Increases President-elect Ronald Reagan's opportuni. 
lies for using American food as a diplomatic tool and height
em the rialt of doing so. 

The Department of AaJiculture forec&Sts that nearly 
1.45 billion metric tons of grain wm be harvested worldwide 
lhla year. Although this is roughly Che size of last year's har • 
vest, the world's needs are much greater, especially for feed 
grains that sustain meat supplies. 

The United States, Canada and France, three of only 
five countrie3 that export whut in any significant quanti
tleS, bave produced unusually large crops. But droughts 
bave sharply reduced yields in Australia and Argentina, the 
other two largwcale wheat exporters. 

~ the United States, which exports nearly three times 
u much feed grain as all other exporting countries com
'blned; late· summer dryness cut the 1980 com crop by 17 per
cent. And this country's crop of soybeans, which yield both 
food ml Md high protein animal feed, was down 22 percent. 

F&r the sewnd consecutive year, heavy rains have im• 
peded g!"IW! harvests in the Soviet Union and Eastern Eu
rope The RU$8la.-is, who In good years often help offset food 
def!clen.:les anY.Jng the!r ciosetit neighbors, are now ex
pt>eted t" harvest tess than l82 million tons. nus would be 
abOUt a5, bad as last year's crop. the wurst since the disas
trous weather year of 1974. 

fn Polan'.i. where food shortages-have contributed w the 

Fat UIIIN and lean 

current unrest among workers, them i5 no longer enoul'h 
pork and poultry l.o export and earn hard Cl!rrency needed to 
help pay off the country's debts. The United States Depart
ment of Agriculture reported earlier thl& month that Poland 
would need to tmJ'IOrt ru, additional 8 mll1icm lons of grain to 
f~ lt!l own people and maintain its livestod1 breedlr1J 
herds. 

American Grain for Fondgn Lan:len 
And the United Nations Food aud Agrkuiture Orgwuw

Uoo bu warned that before tht' grain harv~ts begin. next 
summer, global food s!.OClu. would bi!- down to 14 perrt':flt of 
worlo consumption. "This would be dras,ically oelow t.hl.' l i 
to lS J)l!reent that we estimate to ho:: the minimum req..iln!'d 
tor world foo1hecurtty," the ager,c>; declared . 

ThE tightness of worid grain stocks &lreJ.dy has toucheo 
oft a scramble by importing COWltri~s for the ava.ilablt: 
grain. rne Agriculture Department noti!:'11 lasi week that 
two-thJr~ of the wheat the United State,; expt:W, w f:l<J)Ort 
In the 1980-81 crop year had alrendy bf.tr. crdered or 
shlpped. 

Oe!ipite Its reduced com and soyrmm cro(}S, th12 United 
St.at~ now has enough grain tn storage w mee, domrs,1c 
need!! and conUnuf' to expc:;rt record amm,nts. But this com
parative plenty posea several questio!tt-. 

For one, will Mr. Re,\gal'I cont!rn.1e ,:,r 1n,·reD.'>!! crE:-d!ts 
and sp-.,ciru ald available under Public Law ~W1 w dfVdOf.'
i.ng cc;untnes that desperately ne1=-.a Ameri'-a" gnWL riou1 
a.;1d cooking oil? ln Che coming year, a!xor S\ bi:lmti t.as 
been allocated for Public Law 48\! cre<lltio 3!:d at,,slE-t,,r.,:e . 
..El)--p,, thiJ country'!! best friend in the Arab ,,-oti~. ,.., ,1ue w 
re<:eive nearly a third ot this aid. Other pd,"i.1. iµU :.-,.--,:<"11(:,-

_,s 
1 .4 

World 9f8ln production* • 
{in biffiOml °' ~ tona) .., 
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ariesare J,aclooesla, Pakist-,i and South Korea, a_s we ll as 
the Sudan an4 B gladesh. Sorne of these countnes could 
probably buy.some other food elsewhere. Some c_ould not . 
Sut these allocations are on a dollar basis. With gram 
prices rfSilJ8, the recipients cannot buy as much. . . 

Last year, Iran was forced to import nearly 'J. million 
tons of wheat and rice, with most of the wheat commg 
from Australia. If the .-\merican hm,tages a re rt'1east-<1 
and If Iran has no other harif.curnmcy YDth which ,t;> lJuy 
Australia's scarce exportable wheat , would 1he .1 111ted 
States be willing to again sell grain to I ran'? . 

, ~ Poland has asked Washi ngton for credit with which 
to buy million worth of American grain. Thi s was a 

sharp increase over the $670 m 1ll10n 
President Carter has said would be 
available rn War~aw 

Would Mr. Reagan (lg ree to provide 
all these credits to a Communis t coun-

- tfY al ready heavily in debt to the 
West? Or would he r isk denying these 
funds fo r food and increase worker un
rest that might result in a Soviet 
cra<:kdown? 

Earlie r this yea r , after President 
Ca rter cut off further shipments of 
United States gra m to the Soviet 
u nion: the Russians managed to buy, 
from other exporters, most of the 
wheat and feed grains they required 
for meat productmn. In Ottawa 
Friday, an official said Cana_da was 
dropping out of the Amencan-led 
grain em bargo because it. was losing 
too much export business. 

Ana lysts in the Department o~ Agri
culture now maintain that Russia will 
not be able to find sufflclent feed grain 
in 1981 even though the United States 
already has sold the Russians the 8 1 

million tons due in the final year of the , 
bilateral grain trade agreement. Mr . ; 
Reagan has said he would end the e m-

baff:~ does, how much more would he I 
allow the Russians to buy? 

Dellcate Balances 

During the Nixon and Ford Adminis
trations. Secretary of Stat, )Jenry Kis
singer used Public Law 480 funds to en-

' courage this country's friends to re- . 
main faithful allies. 

But employing rood 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 com, wheat· and soybeans 
abroad. 

They hav~ 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 numbers on Election Day.) 

Nor did they ever forgive Presidents 
Nixon or Ford for halting all ship
ments of soybeans and com in 1973 and 
fn 1975, when world shortages of those 
commodities thrut to xhaust 
Amertcan suppJI and push grain 

rites Into hes rat 

H■1'N and llavMote 
Total cereal grains in 1980-81 • . (ln mffllons o! metric toM) 

,;._ I _.. · t I Production Cont11mplion NET EXPORTS t .,.ve o..,... coun r •• . MINUS PlUS 

11,7 

9.8 
18,8 8.7 . 

The American grain not shipped to 
Russia this year has been sold to other 
customers. Which of these would Mr. 
Reagan risk shorting - and offending · Centrally planned economies 
-_::r.~~t~=~i:~~tR::;5:i~let -~~ , • '.~ 101.e 
Union have all It wanted from the I· 'biltUnlo,1 1e&;CJ · lUS.O 
United States, would he be wiUing to ' I"''-· .,.-·• .,.< ...,. _.. ___ •· ..... ..,·-...... -----.:;....-..,._ __ 

risk the Russians buying up and con- ... 0hfne· ·2Q:6 .·_.· '4_" 
trolling most of this country's remain- I...,_""'"-,·• .... ·.~ -------------------
Ing grain reserves. with world prices Developing countries 
then soaring upward? L....-c..-.·.-..... __; ... -.. _....;:;.-....·· .. - , _-, ...... -w.__- .-~- ------

ln the past Presidents have tried, . .,.,.,.. __ 
with mixed results. to make diplo- ~ · 
matic points with implied or real ..,__.,.-·......,.....,' _ . _______ ....._ ______ _ 
threats to withhold American exports. Bruit Under an amendment to Public Law ...., _____________ ...... ________ _ 

20.2 2a4 

1.9 $.7 

30.1. 38.4 

480 that bars food assistance to any ~ -· 
country that routlf!ely tramples upon '-.-. .... ,-.'...;_;;...,, .... . Sot...,_·, .... -.. --. - ,. ________ ..;_ _ _,_..., 

Its citizens' human rights, the carter 
1
' • • (Xhir" . .Amerlea 

Administration aecured Indirect prom- - ... Nocffi .... -----.,-. A_trl_ica:/...,'" __ Mlddfe ___ -
1
-.. -, -.. -------

lees of better behavior from Indonesia ._._.· ·;.... ______________ _ 
and Guinea. Cenfrll Afrfca 

26.7 11.5 

1:1 11.8· 

· sa.a. 78.7 · 

21 .9 . 26.7 

10.e 12.2 

140.8 1 ..... 0 

. 30.2 28.!S 

EalAela 39.8 58.7 

Reatotwond 6.t 7.5 
· nttmcte 
f dtflwrence betwMfl Imports and eiqio,11 lncludlng drawing a on aioc;tc 

/V 
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:'.'. ·
1;t.'f}':2M!tt!.9!)fY-. ~ I))_t::,}:;) ~~ tt:oe.~•1

~ni')n ~P imu~~ ~~- .. · <,'ess .to. A_. merican tnin ~• ._· 
;tt ..... hid#.P'tf! .. S<." w,ctt··. · ,-.int0n iii.· faci?W.• f~_· -.. . ··. ·. tf~W~ H}oft.. Miid that ~etor1c .. ·· .. '. one __ . of._· ·.· ,Ute ind~. nts ·lu.M.. ®t to 
;~~ ~ a.,. ,'.~~ ~tf · ''.kb · . ut ·oot-liy He- ·1 ... tf " ian ' by the N' -~. · • 
l_~ _· ·.~)fi_J•~.·-i,~iii ... ··:.,a.g'· '_1·eetraen·t·· .. ~ ·~.' :·.1na __ . >_.· 'l~ti~lcp···~£_ .. _,n~'br'spdketlnep , ~liio_:~; ~ -u.~f9kli. ·._.··~·.·.·.·d~.·.· .. . ,h_,:r 
•~~Mfl<l8k# .. :~ J!08W'·<>f1U.~Mk1:..-,cot,~-;iai•~ had ~ "tet- -1 d,tf(\t.e. .. · :· · " 1.,,,,, ., , ,· :r".::~~ 
:~A~11lyr~ expoi\91 ~ ~:~ •~ ,ttile·~ t rMi,Ct)Ji11g~." ,'• 1 { · • • : ~ Ifi. ::J.J(-76~ thj ,· Ford ':ad-~ir\~1ic,n 
"~•~,~~gll~tll( world ~ ' . suppti~'·• ' fnt~~ ': ,:S. ,.~_Iha~ ~ .. i~ tha~, slgn_etf:a }jv~-ye~r:~ree .... ,ment i~to the 
;if/.~_. :.•.~ry,~t .. n• A_~entina_. a~ . r,?· : the ·Sov_. , 1~~-Uhl<m ~~d ha.~t .•~t . Soviet, Uru~ ~utlior1z.lng the Ri.lli81an1 
~)l.~ij~~l~1"te~!:1 111 ~ , .relai:et.: 215 ~llllOh t.oha'of ft'III-' th11'ra,:- ~-~ to bu~ a .m,,ninit!~ ·,t 8, flliUfol) ton. 
fi, ~ .J:~~en.l-~ · · P · . i ~ •. · -._J~n pared to •~n~} 8.0. <nun;~ tqna 

I 
o_tgr111n .• ·Y~~;'.:A_: git9Pl. t':!r~nalysta 

J?;;ll~-l>e,r ~ .. Peyse:· <D;N,y.J, who . ·;ts_·! ~It of ·f»f~~~ly. ~ , wea~r, , . '8y t•t ;the ~p1~ti911 ·-~~ ~- '. 
::"~ - etJorls':1.\1 ~h~ Ho\1~ to : t~jfrig:~ a l.11~ qf ~l!n!J~UJ8 4n,S,o,- m~nt Jfl ~P.~itl~ 19~f totif~ ,pn,)~ 
!'~f1.f ffmc\i,. -ltjt' ·mamtan'11ng the·em- v1et ·gr&•~~g~~ -re~1ons. 't'h!,11, fol' , the ~eng,n ,-adm1~~•~~ ·w1tlt,1ever
rj~ .1Jttl. l~s ~.li~ on i:{~!' , to "ha~k. ~ tho_ IIOOt>~1 Y?~r: 1n ~- l'O\\'. -~ · ~V.itlt . age _m any fp~ur~ ·1~ot••~~ ·~ ~ 
:,,~":t~)~'' sal:lhat hfling the p,artutl ·· Umon, ,yti1U ~ve:_;)wt ! _d,~~ng Soviet, RYef .J!oba\.,.~, ~y 1£ 
r,lJhfuttgt( nc>WiW'{lu!<l ·!!end a ·n,eea,re ha~.Mean~~~_pohtiqallx.·t.i-wbled _th~ ~ov1et food sitµa~ _' tj)ri~µ• to 
·;i~ f.\~Rn~ t~dhe Soviet lJfl~: : ·' ,: ·~ fol_•nd .~·• hll'Wltecf oe;,l)t'•'.~9 'ntilllon.' dete~!~te. T~e ~vitt Ut1i09 i;,J_~Y 
~'(J~f~ng that the Carter ~mD118tP,I• • t;<»~:i!h,,.;: ye&{':'·• · 10 ·. IJe~t·<trop NII !~•cat.eel 1t wdl ~ the rn~unum 
r1itr~~:. ~.nded ~them~.-~ :.· trom_J~, ~ •f!t ~-~ •·- • . 8 mdhon ton•aJlowed m ~ ~ -YNl' . 
i~J'ljstarf:\VttA _a lull to ~ur~&, ,,. ~~tn\a,. w~ich helr,t4 ~ :Sov!et; ~ the qi:eeme~t. . . ,·'.. · , 
~v~~ij't 4~> r~1stt1r for U.·: draft; '; Un~on cwe,f ~ ,.t few P1~th(:w1th . - . • < • ~ -~· -. 

r~I{!Ml. r,. &aifi .. lUu°" t.he grs.iu ~.till· bargo '· um.U\. ttaPf. ·Jarg·e . ..... e. x_port.s • rec:en .. · . tly re- ~~ utd at h• n4!W8 conr.r-:. :~ :1lend t }m~e ~ ~ :~ng(r por~f;_.~ .~~t~ pl-1·,~mit4 · !1 Cali~rni~~t j~ursd~y ~t lM . · 
· on~·:c~,un4:Y tha't wbi_" Uni:16 . _on· eJC~'!<- • -;,._,:- . -~ . • ··)i : " , · ve4. ,, . · ~~~g~ - _m oo~necti~ 

,ffltdy tQ .~ tbenvt<>f..,".to • ·J Grain hM heett.enm~hed in Soviet- - ~!~~ con~1oau to_~- ~viet 

·.)_7·~ ... · ·r•t• .~~ j:~;~:!~::!,l,';~t:: h~~ ~~~i ":~•s= },/f.;;;~t of Agn,~- ·1rd1:- ljfj President ~l1!1d~ au.t.oori?.ed the flht , · B~r •id recently that he beheved 
~itlt' of ~lat:. ffclWatdi W. Hjort, t tari{e Mies to U1'J Rt1M1an.~ In 1972, ~~- 'SO'liet concern over. further loss of ac-, "· ,.. . . . ' . . , ., ., ha h lnNl 
" LC.,<.. ' ' - - - - - - -- - ·····-··· ··---- --- . .. ce~ 'to, g1'Ql~~~arrets l)~jy V~ er,~ : 

'. 'Utlter ·86yl~t 111tervent1on durmg the 
l Polish labor unrest last summer. 
I . • . ' , 

,, Althoogh grain prices in the United 
'States· declined sharply after the em•. 
· bargo · was ti~t announced, they have 
climbed. steadily over the last few 
month11, partly beciluse of a severe 
drought- thaL affected the corn crop 
but did \MA damtip to wheat Md har-PRESERVATIQN CQPY ley/Thi11 may have diminished some , 

. ' 
_ of tM ~ ·pfrti"ll'i! for a speedy 
ffldtottw ·•~·. · .. · ' 
~-. A~ o(,~ 9f,world grain! 
~ pica A' tc) . ~• an~ t_ugher 
•prices in ·1~1• unt«w· har,lesta arcs ex-
celleqt. By mid-l98l1 wotld-,tocks may 
be IQ)M 30 million tons'pelow the lev• 
els ·ot inid-1980, ~en stocks were, in 
tum, ·ao million ~ below the levels 

,. t>f Wtid-197~ . . ' •',, ~- . . . . , , 
· 'l'he . SoVlet Umon, th~analYM!f' 

ahow, was f'ble to use 226 miUioh µ,na 
or fl'&n this year, only 2 million tons 

· leli than.pl~ned, by paying premium11 
for non,'t:J~.i grai~ and· by using as 
)'nuch u 20'~\lion tona of ita own re
illerYel. ·Bui as the em~o·continueft,' 
the Oeperunent <lf Agriculture's Hjort ' 
Mid; the Soviet reeeMlll are pound to· 
dwindle and irrlporta wi,11 remain a st• 

'r~ problem. Hjort said there were in- '. 
dicationa that. the Soviets had to '. 
'•laughter more livest.ock than they had 
planned last March through June, whiJe 
they ~re wajting for their own grain 
harvest to QOme in, and that lii;estock 
numbers ' are' stiU greater than present 
graitl supplies can support. 

Sillce January, grain expon;ers Can
ada; Australia and the ·Europeal\ C(}m
mo'n · Matk~t have cooperated with the 
United States in not boosting their 
food, shiPlJlents ·to the Soviets 'to :take 
advantage of the American cutback. 
However, the French government of 
President Valery Giscard d'Esqiing, 
which has strong support from farmers, : 

· has .been pl"C!ftSing for increased exports 
• a, 'wayof unloading a hig wheat sur-
plU$. , . . • 

-~ 
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Canadians 
E.nd Soviet 
Grain Curb 

OT'rA ;,/A, Nov. 2t (AP)-Ca!,!idll ,.s 
dropp,r.g_ s:iut of r.r.e Washington-!~ em
ba1gr, of gr,ui1 sales to rhe Soviet'Union 
but WW riot Uy' to replac'fl lhe gAtn 
bemg w:th .. "ield trom the RtlSB!Srul by 
Uie Unl!ei St.ates, Senator Hazen 
Argue, the minister responsible for 
Can:i,da's Wneai B\)a:-d, sn.id t<Xta~• 

Mr. Arguc's. ar,n.ouncemem wtts c,-,r, 
talned in a new.;, release h!:re of tt 
marks he wai; to make ,o the Alberta 
Wheat Pool ill Calgary. He said tbt 
Canadian Govemment had decided to 
withdraw from the emoorgo because It 
wa.5 failing behmd other upc.lrtin& 
t'Ou.nrrles in grnin sales to the Soviet 
Ur.ion and because ot American gTilir, 
sale$ to otlier countnes, pa..vtlcu.larly 
Washlngton's major deal with Chtn4 
aMaunce-d in October 

Canada plans to sell the Sovier Union 
more than 5 million mernc wns of 
wheat and feed grain during the cur. 
rem crop year, up from 3.6 million met
nc wm; during the crop ,~ar that elldtd 
July 31. A metric ton. l,000 kiiograms. 
is about 2,205 pounds. 

Ttl~ united States cur:ailed grain 
1;3!es to the Soviet Un!on last January 
to prot.:$t the Russian,' militar7 i:,ter
vention i, A!ghan,stan l!l Ottawa me 
Pr)gres,,, w:- Con;:,,..rva\i~·e (;overnmen: 
cf Jc,V: Ci:1rk, ti:<'n m o~t1c-e, agrel!'d to 
l!rr.ll c· ·.,d;,s s;des w the RlL'SSlllflS, 
too. S;m,.•;;:: piedg'.?s were made by Au..-.-
1 .- J;-,1 u:d \N' nt1ti•1ni. of Eun:7t~•s Corr1-
rn·:i~ M;;~k,cL Two other major grain 
.... ~~r-:e:-s. i"-..:!'"i,:entine and Br:u:il. de--

c· ,mtlnued on Page 30 

cantloued From First 8111toes1 Page 

c!ined to join the embargo. 
The United State.. and its a!Hes 

a,reed to limit their grain sales to Mos
cow to "traditional" levels. The United 
States allowed the export of 8 million 
tons already arranged for !.n existing 
a,reements, but It held back an. addi
tional 17 million tons. 

Mr. Argue sald new ~ales by Canada 
"Will not go beyond levels which would 
have been exported in the ab<'..ence or 
the partial embargo." He added, "It is 
not the intention of the Goverr..m~nt to 
take advantage of U1e export pollcies of 
the United States or of other export
ers." 

He told the Cal~ry meeting that a 
Wheat Board delegation arranged L, 
Moscow last v,eek for the sale of 2. I 
million tons of wheat and barley to the 
R U$Si&M to be delivered betwE:-en J e.nu
ary and August It was not di~l09e<I 
how much the Soviet Vnion w001d pay 
tor the shipments, whlcb would bring 
Uletr purchases for the cun-ent crop 
year to more than 5 million tons. 

Mr. Argue has left political r.ol
leagues and the international gra1n 
trade in coofusion sint:·.e he aMO'.mced 
in July that Canada ?,as pre~ to 
sell th~ Soviet Union 5 million toos ot 
grain dur'.ng the crop year that began 
A111. l. 

Mr. Cluk's administration de<"-ide<l 
the traditional level wou!d be 3.8 mil
lion tons after averaging Soviet pur. 
chases for the last 10 years, bi.t Mr 
Argue said that was too low. 

ln the Senate this week, he definec 
traditional sales as being basically 11'.)W 
much the Russians were willing to bO,y 
and how much Canada could deliver, 
based on the su:e of the crop and state 
or the transportation system 
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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." .. 

11 You have to determine whether we're having as much effect an the Soviet 
Union or if tt1at's being offset by a worse ef_fect on our own agricultural 
community," Reagan said. 

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

The Garter 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 ·1mposed the embargo 1n 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 
ex pired at midnight Wednesday. 

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

-

Throughout the presidential campaign, the Carter administration attempted, -i 
wit h little apparent success, to convince farmers that the embargo was working 1 
and that it was not damaging their efforts t~ Jell their crops. 

The Carter administration helped to open new export markets, and farm exports 
reached record highs last year, but farmers countered that t he totals would have 
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been even higher wihaut the embargo. 
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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 Social Security 
and other federal benefits as part of his ' program ta balance the budget. 

"I think we're looking at everything," Reagan said. He added that he won't 
know wl1ether benefits will be cut until he tlas 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 camp~ign." 

Reagan said he would try to deal with that problem· •~wi t~out penaliz.ing anyone 
who is dependent for help on the rest of us." ·· · 

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

11 I think there's a great deal of waste and-fraud and so fo_rth _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 holiday 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 is 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. 



. , LEVEL 1 - 1 OF 1 STORY 

Copyright© 1981 The Washington Past 

January 9, 1981, Friday, Final Edition 

SECTION: First Section; Op-Ed; A15 

LENGTH: 770 words 

HEADLINE: Sack the Embargo? 

BYLINE: Philip Geyelin 

BODY: 

PAGE 1 

The story 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 so, 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 tap 
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 ta what Jimmy Carter, in one of 
his finer rhetorical flouriihes, called "the most serious threat to world peace 
since the second world war." Thus, it was all the easier for Ronald Reagan to 
prom)sei · in the heat of the campaign, to end the grain embargo because it "has 
hurt {American> farmers and has accomplished little or nothing.fl 

That's a promise the president-elect ought ta 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, Jahn 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 shi f_t, perhaps. But enough to provide runn 1ng 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 
boyc.ott a thing of the past, it remains ttie single most visit:Jle and dramatic 
expression of American protest -- of toughness, if you Will -- in response to 
what was widely.perceived to be a serious Soviet act threatening the peace. 

A second rality is that while the embargo undeniably bears down on grain 
producers to the exclusion of other farmers and most of the res t of the economy, 
the damage to the American grain trade has been minimal cand 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.S. grain 
exports are at record levels. And th~ 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. 

11 They talk of it as loosening belts," he told me, 11 but what they mean is that 
they can't feed their own people. 11 

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 (Afghan!stan 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 heltcopter 
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 g6ing io be deci~ive in 
Afghanistan. But then it never could have been. The question is whether, given 
all the realities, it is something that the United States should unilaterally 
yield up. 

I 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 dlinkage" -- receiving something in return. 

(1 
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THE SO VIET 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. 
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of study. 11 He noted that 11 You have to determine whether we're 
having as much effect on the Soviet Union or if that's being 
offset by a worse ef feet on our own agricul ·cural community. 11 

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. 
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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 thi rd 
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 gi ves 
U.S. policymakers the ability to affect Soviet behavior by thr eat
ening cutoffs of grain exports. For grain cutoffs to i nfluence 
Soviet behavior, Soviet leaders must be made to believe in t he 
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 bargaini ng 
lever, can be used unilaterally to extract an economic price f or 
Soviet transgressions of internati onal 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 i mports. Thus, every advantage which can be 
gained from this weapon should be taken at this time. 

By dep r i ving the Soviet Union of fe e dgrain s, U. S . p o l icy~ 
makers have attempted to reduce the weight of Soviet l ivestock 
herds and, ultimately, the consumption of meat in the Sovi e t 
diet. (Shortages were expected t o develop wi t hin six months to a 
year after imposing the embargo. ) At the very l east, the embargo 
is intended to slow down the increase in Soviet meat consumption . 
It is hoped that forcing the Soviets to pay such a price wi ll 
make Soviet leaders refrain from further actions in the world 
community such as the one taken in Afghanistan. 
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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 its 
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-
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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 quickly 
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 



7 

certain amount of grain off the market until the loan is repai d 
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 e l igi ble 
for entry. The program is available for farmers complying wi th 
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 wi thdrawal 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 termi nated 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 pri ce) is the price at whi ch 
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 i n 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 increasing the wheat loan price from $2.35 to $2.50/bu; 

o increasing the corn loan price from $2.00 to $2.10/bu ; 

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

o increasing the call price for wheat from $4. 11 to $4 . 63 / 
bu . , whi ch is 185 percent of the new loan price; 

o increasing the release price for corn f r om $2. 50 to 
$2.63/bu. which is 125 percent -of the new l oan pr i ce; 

o increasing the call price for corn from $2 . 80 to $3. 05/ bu., 
which is 145 percent of the new loan price; 

o increasing the reserve release and call pri ces f or othe r 
feed grains comparable to corn; 
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o waiving the first-year interest costs for the first 13 
mmt of corn placed in reserve after October 22, 1979; 

o increasing 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. 1 

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 t hi s 

1 Hear i ngs, Senate Commi ttee on Agriculture, Nut ri t io n, and For es t ry, 
"Emergency Agriculture Act of 1980," February 25, 26, 27 and Ma r ch 6, 
1980, p. 39 . 
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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 price of corn on the market from falling below pre-embargo 
levels. 2 

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 t hi s 
grain back onto the domestic market. It was therefore arranged 
for the CCC to purchase certain amounts of grain directly from 

2 Penney Cate, Congressional Research Service, Issue Bri e f IB 80025, 
Update October 1, 1980. 
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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 rnmt 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 rnmt 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 rnmt 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 i ntroduced in Congress t o 
rescind the embargo (H.R. 7632, H.R. 7635, H.R. 7731, and S. 
2855).3 

3 Penny Cate, "Impact of the Administration's De cision t o Pe rmit U.S. 
Grain Companies to Sell Non-U.S. Grain to the Soviet Uni on," Co ngLessiona l 
Research Service Occasional Pape r . 
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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 Olympi cs 
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 37-3 8 
rnmt fell short by 8-9 million tons in the October-September 
agreement year. USDA also estimates that the shortfall i n pro j ect
ed purchases of grain during the July-June marketing year (an 
important period for the livestock economy) was 6 rnmt. 
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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 
for feed program announced by Party Secretary Leonid Brezhnev in 
1965. 

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 r~sults 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. In 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. 4 

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 

4 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. 

Tlie 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, Argenti na 
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 i n 
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 i t intends to se l l 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 Sovie t s. 
Canadian exporting organizations estimate their losses this year 
to be about 50-57 cents per bushel, which makes their r easoni ng 
understandable. Nevertheless, the Canadians may have been wi ll ing 
to make tradeoffs if the grain embargo had been carried out i n a 
more determined way. 

Argentina, has redirected its normal pattern of t r ade to a 
greater extent than any of the other grain exporters in 1979 . 
Pursuing an aggressive marketing strategy after abolishing i t s 
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 

Supplier 

Argentina 

Australia 

Canada 

European Community 

United States;',;', 

Total 

(million metric t ons ) 

All Grains 

5 . 1 

3 . 9 

3.4 

. 8 

2 .0 

15. 3 

30.5 

*includes Eastern Eur ope , Finland , and othe r s. 

Soybeans (estimated) 

. 6-. 7 

. 8 (pre-embar go) 

1.2 

1~~ 8 mmt obligated i n 197 9/ 80 plus grain ordered i n previo us agreement years, 
bu t not s h i ppe d 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 
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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. In 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 11

) 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 
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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 grai n 
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, is 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 in 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 dould 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 grai n. 
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 
fore i gn policy which is only used when a country wishes to engage 
in limited economic warfare. Its major advantages are surpri se 
and initiative. Its 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 l ivestoc k 
economy. Using his authority under the Expor t Administration 
Act, he utilized the partial embargo to express resolute disp l e a
sure and indirect opposition to the Sovi et's brash invasion of 
Afghanistan. But the Carter Administration, clinging to the 
graduated response theory, did not use the instrument with ful l 
force and ended up causing domestic dissatisfaction, reducing 
U.S. credibility in the world community and severely r etardi ng 
the usefulness of the embargo in reaching its objective. Because 
the U.S. ended up sending about 15 mmt of feedgrains to the 
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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 

t7 
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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 
is 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 . In 
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 is unconvincing when applied to the Soviet 



.. 
21 

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 argument s 
against using an embargo as an instrument of foreign policy, when 
there is 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 allevi ate 
the perceived distress of the farm community. The general feel i ng 
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 "ha l fway 
measure," has called for a halt to all trade and to the i ssuance 
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-111.), 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 in 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 
Appr opriations 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-



DEPARTMENT OF STATE 

Waahln,ton, D.C. 20520 

.Dear Mr. Dorgan: 

I have been asked to reply. to your letter of December 26 to 
President Reagan in which you expressed y~~r 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 cormnodities, 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 t~at 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. In 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 
continued 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, 

Hotise of Representativea. 
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·, 
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 involvement in our~private 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, 

Powell A. Moore 
Assistant Secretary for 
Congressional Relations 
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Agriculture secretary John Block 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. 

1 

The embargo was imposed by former president Carter in January 1980 following 
the Soviet invasion of Afghanistan. The action drew severe criticism from 
farmers, mostly in the Midwest, who complaine~ 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 administration 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. 11 

He said the "trend line" on food prices is lower than that af 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.S. agriculutural 
exports, notwithstanding some fears that such a policy could lead to higher 
prices for U.S. consumers. 

Huch of yesterday's session focused on the grain embargo whether and how 
long it will go on, whether it achieved its purposes and what will happen ·to 
u.s.-soviet grain trade in general. 

Block said the embargo was raised at a meeting of the Cabinet an Tuesday, 
wi th presidential adviser Edwin Meese III suggesting t hat a review be conducted 
by the National Security Councll. 

·1 

' 
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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. 

2 

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 between the two countries. After the embargo was ivoked, 
the Carter administration allowed the delivery far another 8 million metric tons 
that were covered by the 1975 agreement. 

The 1975 agreement is scheduled to expire on Sept. 30. Block 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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BY f41' tJ ~lA D~ffi.'J!il o ~ · 

.MOSCOW 1490 

February 2, 1981 

As a .contribution to the current re·view of the partial gr'ain 

embargo, I _offer tbe following observations from the perspective 

of •ari American obs~rv~r in ·the Soviet capftal.. I do so recog

nizing that.-. important _factors outside · the real.m of U.S.-Soviet_ 

relat~on~ ·m~st be: :c:~ns1dered .in. ma~ing a decision, and . that some- .. 

of these ·may· be ·de.cisive-. Nevertheless, .:i. w~uia h~pe that the 
. . 

"Moscow_ perspective":_ will be given appropriat~ weight since our : 

decision · on this question could have .a profound effect on our 

abil.ity t~•~ m~~n_t ·a __ ~oh~re_nt and effective policy to deal with 

the · {lSSR .. · .. ·· .·:~· .. ' .:-~.-~ --.- ·· ·- ·· 
. . ..... . ~-·. . ·. -

.. . ; -- . . : 
.. . 

EFFECTIVENESS 

Up to now- -it is clear that .denying the SoviJt~s more than the 

eight mill.ion tons. of U.S. grain per year gua:ranteed to. them 

under _the long-term grain .agreement was not as effective as ~any 

initially hoped. · It has, however, had _a significant (if not 

compl~tely m~?s~rable) · impact on the Soviet e6onomy. Not only 
. . 

were the Sovie_ts. . unable to make up their entire shortfall by 

purchases elsewhere-; but iri the -scramble to cover as- much of 

their needs as po"~·sible, they were forced . to l?ay higher prices~ 

accept. less advantageous shipping terms, absorb the inefficiencies 

of more erratic deliveries, and probably to dip more deeply than 

they planned into their strategic grain reserves • . Ev_en so, meat 

production declined 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 s a me time, publ ic cynici sm that t he current regime is 

i ncapable o f providing a bettir li f e fo r the consumer has 
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deepened and many Soviet; citizens seem to attribute food shortages 

to the u.s~ embargo and thus -- implicitly -- to their government's 

invasion of Afghanistan. /,ve should, of . course, do what we can 

·(e.g.~ via VOJ\.) · to fq:5ter this impression_.since it complicate~ 

the task of the Soviet · leaders in winning popular support , for 

mil.itary adventures abroad. · 
.. . . . 

LEVERAGE FOR THE FUTURE · 

. ·:_:; .. /: ;'._.:_. :' ·/:=iiit:/, > . ·: ... : . :. ··- . .. . . . ' . 
Soviet crops ," .are ·~otoriously_ hard to .predict, but ·on . the average 

. . . . . 

· two out · of . ~ive a~e · pC?or. · _A couple _o~ ·-good _years wou-1.d of cour~e 

~1:levi~te th.e _ir· :E;>~~dicam~nt- "".'- though not in itself . solve the 

feed grai~ -~horta~/~;.. ---since they ~r.e not _sel~_-~uffici_ent _in . that 

a~ea eveQ · in·- -~~od ·tear·~~- . .. Still, the. _Soviets tend to take the ... . 

long _ view and · it·-must ·be apparent to them that, while .they may -

. be able·· to- ride ·:out ~:u.s. embargo fo; a ·year or so·, they ca'nnot 

do so indef i~it:e.l.y ~----: )n~en th~- Soviet crop· is poot, o~ly· · the U.S. 

prqvides ·.suppl.ies in. magnitudes commensurate with Soviet needs • 

. . ·But h:i,therto the- pot;~~tial J.ever this pr~vicfus the U.S •. has had .--~ 
- - -· - . . 

-.little effect on Soviet actions because ' the Soviets are confident 

that the impat;ience . for· ·quick results . for which Arner icans are . 
. . . - .,. 

noted, combined with political p'ressures, will render any attempt 

to use the lever o_f :-short duration and_ therefor_e manageable from 
... 

the. Soviet point .o:f. ·_view. •. : . .. 
. . . -,-.<:_: .. _}'_).{ :-: ·,.~. ·- .- -=._· 

. ~ . ~ .. -. 

. ·THE STRATEGIC DIMENSION 

. . 

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 shorta ges inevita bly b r ing 

discontent to the population and extreme shortages open rebellion, 

an adequate food 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 f act, that U.S. in

te lligence knows far more about the newest Soviet weapons than 
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about Soviet grain reserves. Favored by nature and a productive 

economic system; we Americans have gone to a different school: 

to us who have never known famine and whose greatest_: problem 

in recent decades· .has:_ been t~e management of surpluses, food 

is a .•tnon-poli tical" commodity, one _of • purely economic, a~d perhaps 

moral, significance •. ·. In this part of · the world ·such a view doubt

less · seems naive,. ·but the Soviet ·leaders must cherish the . hope 

that our tr"aditi~riai · attitudes will persist. When Lenin .predicted 

that capitalists would: "sell us ·the rope tc;, _hang them wi.th .," 
he ·doubtie.ss -had ··~~t·e ·· .-_ i.n ~ina.··_than military and' -i~d~striai equip- .. 

ment. · . 

By the ·above;.:· I. d_o _not mean _ to suggest; that we have it in our 
. . . 

power to starve the Russians . to submission or to effect major 
. . 

changes in 

production 

nutrition. 

their_· system . by- limiting grain sales -to· them·. Their 
. . 

is quite _ade~uate to_p~event fami~e or se~ious mal- . . : 

.- What they cannot do in the long:.?un without ·rec·ourse ·· -~ . 

to the U .s.:_· market . is to provide the steady mprovement in the 

, Soviet diet which the consumer .has coma to expect and which is 

one k~y to . the increased productivity on which continued ·econ~mic 
. .. -- . .. . 

· g"rowth in the 80 '_s J.s · significantly dependent. · Our leverage 
~ . . . - - .. . 

is thus at _the margin, but is nontheless potent. The Soviet 
. .. . .· .. 

leaders themselves.: demonstrate the importance imported . food has . 

for the political. a~~- economic health of the regime by spending 

large sums ot SC~~~~: hard currency for food rather than industrial 

equipment more directly relevant to their military machine. 

If they cannot depend upon importing grain when they need it 

-- and in the quantities they need -- 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. 

POLITIC i\L. COUSIDERATIONS 

As i de f~om the economic and long-term strategic significance 

- \.._ 

11 
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of supplying the Soviets with grain, there is also a political 

dimension. A decision at this_. time to eliminate the ·partial 
.. 

embargo would seriously undermine the overall posture we should 

· be maintaining - - tha_t is, one of firmness · and of insistence 

th?,t the Sov_iets end their expansionism and troublemaking/=outside 

their borders· if they desire a coop~ra:tive relationship - with 
. . . . 

us • .. ·: Inasmuch as unfettered _. access to-. our grain markets is one 

of the most valuable_ privileges we can _.grant them, . a decislon .:·-

·to _confer it .in ~~ face of their continued occupation of Afghanistan,. ·~ 

threats ag-~inst P~l~~d~ ~d ~d-venturism elsewhere iri th~-- wo-~ia . . 

would sugges·t _;t.l-iat our .w~llingness to ~ct do~s not match _our 

rhetoric • . '< Ir~itated ~-~ .. they may be at times · by words, · the · Soviet 
. ·. ·. . . . - . . . 

leaders are 'realists- who judge others by their acts much more . . : . . . . . . 

than their-\.,ords _- -~{rt>wou1a·. be most __ _ unfortun·a te to ieave the :. 

impression that.·w~·; are: ·unwilling to match ou·r words with .deeds.· ·. 
- • • • ._! __ :-: -.. • 

~ ·\·: ,.· . ... .... 
·. ·.: ~ ; . ·. ·. 

. . -· . . . . ... .• - ... - . 

RELATIONS WITH ALLIES . . ·- . 

. :. . . . ~. :-:-.,?~-- . ·. !. .,. 

·· . .. . ·. : . . . ·. . . :· .;;;,,,;;... 
Though Mos~ow· .is not. the best ·vantage :E?oint·-to assess our relations .·· 

. . . 

with our al.l.ies, _,_ i~ ~~uld seem that our decision on grain sales 

~ coul.d have a bearirig on our · ability to •.maint_ain allied unity ·. 

in· dealing with . the Soviet threat over coming years. Up . to now, · 

all.ie·d sup.port. for . economic . sanctions has been imperfect, to . 

say th~ _·lea·st·. _. ·- :Neierthele~s, our ability to ·strengthen --~llied • .· . 
. . .. . ... ·. · . .· . . 

backbones cou1.d be~: ?ignifi_cantly undermined if we· resume unre- · 
. ·.-. . -. ' . 

stricte·a graiii_:sa"i·es, .since it will appear· that we are asking 
. - .... -·- - . 

the allies to make>sacrifices 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 e xpires September 30, 1981, we have several broad 

op t ions in t he f uture: 

-- A. To drop the part i al embargo a nd allow un l imited sales 

henc e fo r th; 
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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 · purc~ases of six million- tons a year and permit eight 

million without USG approval; .. 

c. To renegotiate the long-term grain agreement ,, to provide 

for higher. oz: lower levels. of guaranteed sales; or 

D~ . To maintain the parti~l. embargo, retuse to extend 
. - . -

or renegotiate -ti;e long-term agreemef!:;:, and ~equir.e prior . 

· approval of _-.t~~ u.s·. for . all Soviet grain purchases in the 
: .:• .: ·.\ ··>!,.~:::~·;··~~ -·. · . .. . . .-

u. s • . ·· -.. ... -_ . . ~\~f-:,_-~ ---· --~---- . . . . ., . 
Option_ A would -~~~vi.de no leverage -- and also no guaranteed 

sa.les. Opti6n -? -;~~l~ · provide ·maximum leve~age . _in _that ·. sale.s 

·to the Soviets coul.d be ·. rationed in· accord with market conditions, 

their behavi~r, . or. other factors. Options B and· C would· guarantee 

a . s~gnificant ~; l~v~i of sales .. fo~ t _he Ame~ican farme~ ,.· but· pre-serve 
. . . . 

some leverage during· years ·when Soviet crops are poor: • . ··should ··· . . --. 
. . . . . . .... 

-. - .. -we ·decide to renegotiate _the long~term . agreement, . our . negotiating . 

·. position will. obviously be stronger if we have not lifted. the .· 

partial embargo before hand and have n9t announced an intention 

to do so. 
. . . 
:/ .:.:-~:_.• -; __ 

RECOMMENDATION. : · ., _;./~~ ·) :_ . . · . .: -
.. . · .• ·-=-· .. •·. _: -~ 

-' : • •• •~ ~ r • • . - -.. ::7: ·::. .. -
In sum, · t s-tro~gl.y_· fecomme_nd domestic considerations permitting 

. :· .· . 

that ou.c grain .export policy be considered as an integral 

part of our overall policy toward the Soviet Union, and · that 

it be consistent with our policy in regard to industrial exports. 

We should recognize the long-term strategic dimensions o~ gra in 

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 e mploy ed to f ul l e ff ec t un l e ss we c a n 

·- . -.. . 
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dev·'lse· 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 ove~all policy 

in respect ta the Soviet Union, there are advantages to· leaving 
. . . 

the Soviets in doubt_" regarding our ultimate decision on . this 

question. _In particular, advance assuranc~ that we will ·not 

in the future · attemp_t to use the · "grain weapon" would, . in. effect,-
. . 

reward bad behavior without · any compensating concessio•n on the 

Soviet part.: · . ·. '.: . '.,._ . ·., 
. . ·-: .- . .. ·: 

. •.· -· .. . . . .. . 
. , . ... . ·. . : •{ . ;--_:-.: _- . 

: . '• :. 

. . -- -_..-:- '"; ; . ·. :.. 
-·· .. . .:.. f:- .· .• · • . ·.·. 
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