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MEMORANDUM 

CON~ENTIAL 

' INFORMATION 

CONF$TIAL 3370 

NATIONAL SECURITY COUNCIL 

MEMORANDUM FOR JOHN M. POINDEXTER 

McMi N~ FROM: DOUGLAS 

SUBJECT: Negotiation of a New Long-Term Grain 
Agreement (LTA) with the Soviets 

I 

The Soviets have now agreed to negotiate a new LTA. Dobrynin has said 
that they would be prepared for preliminary discussions on June 1-2, 
in London. An interagency working group has been meeting for the past 
three weeks to outline the key issues we will face in negotiating a 
new agreement with the USSR. The working group, in which I have 
participated, has developed the attached paper for review (Tab I). The 
paper will be vetted around town and outstanding issues will be raised 
to policy levels . this week for discussion. 

Essentially, there is agreement to use the existing agreement as the 
basis for negotiation, but two major negotiating issues require 
decision. 

Basic Purchase Levels: 

Should we seek to retain the purchasing mechanism of the existing LTA 
(minimum and maximum purchase levels) or explore a new approach which 

would tie the basic purchase levels specified in the agreement to 
trade performance (a sliding scale approach)? 

o Our basic objective in the negotiations is to maximize U.S. 
sales while avoiding possible market disruption caused by 
large Soviet purchases. 

The introduction of a sliding scale approach runs · 
counter to this objective. 

A sliding scale would encourage the Soviets to buy from 
suppliers other than the U.S. in years in which they 
have a very heavy demand for imports (so as to avoid 
too great an incre ase in their minimum purchase require­
ment from the United States in subsequent years.) 

o It's been m~ experience in negotiating with the Soviets and 
Eastern Europeans that you have to keep the concepts simple. 

Introduction of the sliding scale approach would 
complicate the negotiations enormously and would prove 
counterproductive to our goals. 
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\ 
o State, USTR and USDA all agree that we should retain the 

purchasing mechanism in the existing agreement, but with 
increased purchase levels. I concur with this majority 
view. 

Supply Assurances: 

Should we seek an extension of the guarantees contained in the 
existing LTA (Article II) or should we be prepared to provide for 
additional guarantees? 

o The President has indicated that the U.S. favors mutually 
beneficial trade with the Soviets, on the basis of regular 
commercial considerations, i.e., no "special deals." 

Providing major additional guarantees to the Soviets on 
supply assurance (over and above those in the existing 
agreement) runs counter to the President's position. 

o Additional guarantees on supply assurance undercut our 
desire to increase the minimum purchase level. 

Language in the existing agreement provides a guarantee 
to the Soviets on all the grain covered by the minimum 
purchase level. 

We want to keep this language as an inducement to the 
Soviets to increase the minimum purchase level. 

The higher the minimum purchase level agreed to by the 
Soviets, the more grain that will be covered by the 
supply assurance guarantee. 

State favors "hanging tough" on the existing supply assurance language. 
USDA favors having additional guarantees available as bargaining 
chips, but only as a fall-back. USTR is riding the fence on this 
question. I believe State's position is the proper one on the supply 
assurance issue arid I have been supporting them. 

I will continue to coordinate with Norm Bailey, John Lenczowski and 
Roger Robinson on this issue. 

Attachment 
Tab I - Working Group Paper 

Tab A - Long-Term Grain Agreement Paper 

cc: Norman Bailey 
Henry Nau 
John Lenczowski 
Roger Robinson 
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WHITE PAPER ON THE RENEWAL 
OF THE U.S. GENERALIZED SYSTEM OF PREFERENCES 

Statutory authority for the U.S. Generalized System of 
Preferences (GSP} will expire on January 3, 1985. Now in its 
eighth year of operation, the GSP has become an integral part 
of U.S. trade and foreign policy. It has made a contribution 
to the long-term economic development of many developing 
countries and has stimulated two-way trade between the United 
States and these countries. The GSP has become a significant 
component of U.S. bilateral relations with many beneficiary 
countries. It is in the interest of the United States to 
extend the GSP program beyond 1985 in such a way as to 
strengthen these developments further. 

The GSP is a program of tariff preferences granted by the 
United States to developing countries to assist their 
economic development by encouraging greater diversification 
and expansion of their production and exports. At present, 
the GSP grants duty-free treatment to approximately 3,000 
products imported from 140 developing countries and 
territories. The value of U.S. imports receiving GSP 
duty-free treatment grew from $3.0 billion in 1976, the 
program's first year of operation, to $8.4 billion in 1982. 
GSP imports represent 3 percent of total U.S. imports. 

In 1968, the United States joined other industrialized 
countries in supporting the concept of tariff preferences as 
a means of facilitating development through trade rather than 
aid. In the early 1970s, nineteen developed countries 
instituted GSP schemes. The United States implemented its 
scheme in 1976 following the passage of the Trade Act of 
1974, the GSP's authorizing · legislation. 

Modifications in GSP product coverage and country eligibility 
have been made on an annual basis. Most of these 
modifications are required by statute. The Trade Act of 1974 
specifies "competitive need" limits, which provide for the 
automatic exclusion of a beneficiary country from GSP 
eligibility on a product whenever imports from that country 
exceed 50 percent of total U.S. imports or a certain dollar 
value during the preceding calendar year. Over 40 percent of 
the value of otherwise eligible products from beneficiary 
countries have been denied duty-free treatment because of 
these limits. 

Other modificati6ns are made at the discretion of the 
President. The interagency Trade Policy ·staff Committee has 
conducted an annual GSP product review, in which interested 
parties such ·as domestic producers, workers, importers, and 
foreign governments submit petitions requesting modifications 
in GSP eligibility. Approximately 300 products, valued at 
$1.3 billion, have been added to the GSP as a result of these 
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procedures, while 25 products, valued at $0.6 billion, have · 
been removed. Such modifications have been small in 
comparison with the value of trade excluded from the GSP by 
the automatic competitive need limits, however, which in 1982 
alone amounted to $7.1 billion. 

Since the program's implementation, a limited number of the 
more advanced beneficiary countries have accounted for the 
majority of GSP imports. Concerned that the program's 
benefits were not accruing to those countries most in need 
and in keeping with the United States' desire to have 
developing countries assume greater responsibility in the 
international trade community, the Administration outlined a 
policy of discretionary graduation in the President's 1980 
Report to the Congress on the First Five Year's Operation of 
the u.s. GSP. Under this policy, seven advanced 
beneficiaries have been removed, or "graduated," from GSP 
eligibility on over $1 billion in trade in various products 
in which they were found to be highly competitive. In 
determining whether a country should be graduated from 
duty-free treatment on a product, three factors have been 
considered: the country's general level of development: its 
competitiveness in the specific product: and the overall 
economic interests of the United States, including the extent 
to which GSP imports from the beneficiary country may have 
adversely affected U.S. producers and workers. 

As noted earlier, nineteen other industrialized countries 
also maintain GSP programs. The programs of the European 
Community (EC), Japan and the United States account for 
approximately 85 percent of global GSP trade. In 1980, the 
most recent year for which comparative data are available,/ 
GSP imports under the EC's scheme totaled $9.3 billion, or 
2.5 percent of total EC imports: GSP imports under the 
Japanese scheme totaled $4.9 billion, or 3.4 percent of total 
Japanese imports: and U.S. GSP imports totaled $7.3 billion, 
or 3.1 percent of total U.S. imports. It should be noted 
that the EC also maintains a number of trade preference 
programs outside the structure of its GSP, the largest of / 
which is the Lome Convention. Under this arrangement an 
additional $7.5 billion in EC imports from developing 
countries in Africa, the Caribbean and the Pacific received 
preferential tariff treatment in 1980. 

With the exception of the United States and Canada, GSP donor 
countries have renew~d their programs through 1990 or beyond. 
Canada is expected to renew its program by July 1984. 

In addressing the importance of continuing the U.S. GSP 
program beyond its scheduled expiration in January 1985, 
several considerations must be kept in mind: 

CONF~NTIAL 
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The desire to promote the development of Third World 
countries, which often need temporary preferential 
advantages to compete effectively with industrialized 
countries; 

The recognition that trade, rather than aid, is a more 
effective and cost-efficient way of promoting 
broad-based sustained economic development. 

The recognition that developing countries provide the 
fastest growing markets for U.S. exports and that 
foreign exchange earned by these countries through the 
GSP can further stimulate U.S. ~xports; 

The recognition that there are significant differences 
among developing countries with respect to their general 
development and international competitiveness; 

The desire to provide future opportunities for increased 
trade liberalization, thereby setting an example to be 
emulated by other industrialized countries; 

The recognition that a large number of developing 
countries must generate sufficient foreign exchange 
earnings to meet international . debt obligations; 

The desire to create additional opportunities for trade 
among the developing countries; 

The desire to integrate developing countries into the 
international trading system with its attendant 
responsibilities in a manner commensurate with their 
development; and 

The recognition that many developing countries maintain 
significant barriers to trade in goods and services and 
to investment which, if liberalized, would spur U.S. 
exports. 

-- The desire to address these concerns in a manner that 
does not adversely affect U.S. producers and workers. 

Ta king into a ccount the s e considerations and taking note of 
the recent actions by other industrialized countries to 
extend their GSP programs, the Administration proposes a 
ten-year extension of the U.S. GSP. The Administration 
further proposes that the program be modified so as to better 
serve the interests outlined above. 

Description of Proposal 

The GSP renewal proposal outlined in the following paragraphs 
is intended to further the goals of: (1) limiting GSP 
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treatment for highly competitive products; (2) assuring U.S. 
exports greater market access in beneficiary countries; (3) 
reallocating benefits to the less developed beneficiary 
countries to the degree possible; and (4) conforming to U.S. 
international obligations under the GATT. 

The proposal requires changes in both the statute and in 
Administrative procedures. The statutory changes are minor 
and involve only a ten-year extension of the program and an 
amendment to the Presidential authority to waive the 
competitive need limit pursuant to Section 504(c). 
Administrative procedures will spell out the implementation 
mechanisms along the lines discussed below. 

The proposal's major departure from the current GSP centers 
on the increased weight the President will give in making GSP 
decisions to the level of economic development of a 
beneficiary and to whether that country provides adequate 
market access to U.S. exports, two factors required to be 
considered currently under Section 504(a) in deciding whether 
GSP treatment should be limited. The proposal provides that 
the President, pursuant to Section 504(a), will review the 
eligibility of products from advanced developing countries 
with a view toward lowering the competitive need limits based 

- on an analysis of the factors listed below. Products whose 
level of trade remains below the lower limits will continue 
to receive GSP treatment as currently provided. Finally, the 
proposal gives the President authority to liberalize 
competitive need as a means to induce beneficiary countries 
to provide significant market access and to ensure that the 
least developed beneficiary countries receive the greatest 
amount of benefits possible under the system. 

The proposal would require a phase-in period following the 
date of enactment during which time the President would 
conduct a general review of GSP eligible products from 
advanced beneficiaries for the purposes of determining for 
each beneficiary which products should be subject to the 
lower competitive need limits. In determining which products 
will be subject to lower competitive need limits, the 
President will consider the various factors currently 
required under the existing statute and administrative 
procedures, including: 

l) the _development level of individual beneficiaries; 

2) the benefici.ary- country's competitiveness in a 
particular product; 

3) the overall interests of the United States; 

4) the effect such action will have on furthering the 
economic development of developing countries; 

'1 -
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whether or not the other major developed countries are 
extending generalized preferential tariff treatment to 
such product or products; 

6) the anticipated impact of such action on United States 
producers of like or competitive products; and 

7) the extent to which the beneficiary country has assured 
the United States it will provide equitable and 
reasonable access to the markets and basic commodity 
resources of such country. 

To provide a degree of certainty as to how the program will 
operate, a three-tier competitive n~ed system will be 
established administratively. Each tier will correspond to a 
particular level of beneficiary country development, i.e., 
advanced, mid-level and least developed. The advanced 
beneficiary countries will be assigned a competitive need 
limit of 25 percent of the value of total U.S. imports in a 
particular product or $25 million of imports of a product, 
mid-level beneficiaries will be assigned a competitive need 
limit of 50 percent of total U.S. imports in a particular 
product or $53.3 million of imports in a product, and the 
least developed beneficiaries would have competitive need 
waived. In announcing the review, the President would 
indicate which beneficiary countries fall within each of the 
three categories. 

The President will initiate informal bilateral discussions 
with those advanced _beneficiary countries with products 
likely to be subject to lower competitive need limits. In 
these discussions, the United States will seek the 
elimination or reduction on . a non-discriminatory basis of 
developing country barriers to trade in goods and services 
and trade-related investment practices. In addition to 
tariffs and traditional non-tariff barriers such as quotas 
and licensing, the discussions will include other 
trade-distorting practices, in particular, performance 
requirements and inadequate protection of intellectual 
property rights. The President will consider the results of 
the discussions, as well as the other factors listed above, 
in determining the extent to which the lower competitive 
need limits ~ill apply. The presence or absence of equitable 
·a nd r easona bl e ma rke t access a nd the el im i n a t i on or r e duction 
of trade-distorting practices will be given great weight in 
this determination. 

Although the probable economic effect on U.S. producers and 
workers will be analyzed before any competitive need limits 
are liberalized, present safeguard procedures will be 
maintained. These procedures provide for remedial action in 
the context of the GSP to ensure that domestic industries and 
workers are not adversely affected by imports receiving 
preferential tariff treatment. 

-,-~ rt ·- AL Lu,-~1 1~-~ i _ 
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The importance of trade to the economic well-being of both 
the United States and developing countries has grown 
considerably over the past decade. Currently, developing 
countries purchase nearly 40 percent of U.S. exports, which 
is considerably greater than U.S. exports to the EC and Japan 
combined, and exports to the developing countries are growing 
considerably faster than exports to these traditional 
developed country markets. 

For developing countries, trade provides an essential 
stimulus to efficient production and rapid economic growth. 
Exporting to world markets enables developing countries to 
achieve scales of production that could not be reached on the 
basis of their domestic demand alon~. This permits 
developing countries to employ their human, natural and 
capital resources in their most productive uses, thereby 
maximizing output and income from the available resources. 
Exports also generate the foreign exchange necessary to pay 
for fuel, intermediate inputs and capital goods imports that 
are required for their development efforts. 

Export growth is essential for developing countries to meet 
their debt service requirements. The durability of financial 
support programs for high-debt developing countries arranged 

- by the International Monetary Fund, central banks in 
developed countries, and commercial banks depends upon these 
countries' export expansion. A strong export performance 
also helps to attract additional foreign private investment, 
which increases a developing country's ability to expand its 
production capacity as well as its social and physical 
infrastructure. 

On the other hand, competit~on from imports heightens the 
incentives for local producers in developing countries to 
improve their productivity and encourages them to adopt 
product and production innovations that raise the country's 
overall level of technology. All of these benefits from 
trade increase a developing country's ability to employ its 
people and to provide a higher standard of living for them. 

It is in our mutual interest to increase further the 
bilateral trade flows between the United States and 
developing countries. The Administration believes the GSP 
has made an important contribution in this regard since 1976. 
The GSP has become an integral part of our overall effort to 
encourage economic development through trade, not aid. The 
GSP beneficiary countries, many of whom have longstanding and 
close ties to th~ United States, look on _the program as an 
important indication of the seriousness with which the United 
States views its stated policy of encouraging self-sufficient 
economic development. They attach great importance to this 
concrete incentive the United States provides for increased 
domestic production and export of their manufactured, 
semi-manufactured, and agricultural products. The increased 
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export earnings generated by the GSP program permit 
beneficiary countries to pay for priority imports supporting 
further economic development. They also help create 
conditions for the beneficiary countries to expand their 
purchases of American capital goods and agricultural 
products. 

The nineteen other OECD developed donor countries are 
committed to a balanced continuation of GSP. Most have 
already extended their GSP programs for a second decade. The 
Administration believes the renewal proposal outlined above 
will reinforce the development goals of the GSP and further 
support the economic and foreign policy interests of the 
United States. 

5/6/83 
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TO: 

FROM: 

SUBJECT: 

CON~TIAL 

Ambassador Robert E. Lighthizer 

Negotiation of a new Long-Term Grain Agreement 

(LTA) with the USSR 

The Soviets have now accepted our proposal to negotiate 

a new LTA. Ambassador Dobrynin indicated that the Soviets 

would be receptive to having preliminary discussions on 

June 1-2. Therefore, we should move ahead expeditiously with 

our preparations for these talks. The attached paper, which 

was developed by an interagency working group, outlines the 

major issues we will face in negotiating a new agreement. 

For a few key issues, options are presented as a basis for 

higher level decision. On most other elements of an 

agreement, there appears to be broad agreement at the working 

level and positions are recommended. 

I would urge that you review this paper carefully and 

tha t we mee t f or a pre liminary d i scussion of LTA n egotiat i ons 

on . --------

For your convenience, a copy of the existing LTA is also 

attached. 
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CO~ENT!ft.1 

U.S.-USSR LONG-TERM AGREEMENT ON GRAINS 

1 • Basic Objectives 

Maximize sales opportunities for the grains trade and, 

to the extent feasible, for other U.S. agricultural products. 

Protect against possible market disruption caused by Soviet 

purchases. Improve knowledge of Soviet purchasing 

intentions. [Avoid to extent possible arrangements that 

constitute a "special deal" for the USSR vis-a-vis· other 

purchasers. Proposed by State. USDA questions need for, and 

possible interpretation of, this statement.] 

2. Specific Objectives: Key_Q_~ci~ions Required 

A. Basic Purchase Levels 

A decision must be taken as to whether to seek only 

to retain the mechanism o!__the existing LTA (with increased 

amounts) or to explore a sliding scale mechanism with the 

USSR. Another possibility would be to explore the sliding 

scale approach only if we are unable to reach agreement with 

the Soviets on increased basic purchase levels within the 

framework of the existing mechanism. 

The simplest approach would, of course, be to seek to 

maintain the mechanism provided by Article 1 of the existing 
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agreement but to raise both the minimum purchase level and 

the maximum amount without consultations by a significant 

amount. Initially, the United States might propose 14-16 

MMT. While a lower figure might be acceptable, the United 

States should seek a significant increase above the 6-8 MMT 

specified in the current agreement. The United States would 

also want to keep the fork between the minimum purchase and 

the maximum purchase without consultations (2 MMT under the 

current agreement) relatively narrow. The prospect of 

widening the fork might, however, be used to secure a Soviet 

commitment to higher minimum purchase levels. As a rule of 

thumb, the United States might insist that the fork should 

not be more than one-third of the minimum purchase level. 

The sliding scale approach would tie the basic purchase 

levels specified in the agreement to trade performance. For 

example, ~he top end of the range might be set as equal to 

the average level of U.S. grain exports to the USSR in the 3 

preceding years; the minimum would be 2-3 million tons below 

that level -- or fixed as a certain percentage of that level. 

With this approach, the basic purchase levels of the 

agreement would tend to track actual Sov~et purchases from 

the United States (which it is hoped will expand under the 

framework of a new LTA). 



Attachment ·r details the advantages and disadvantages of 

the sliding scale approach. The main advantage of the 

sliding scale approach is that (assuming a generally upward 

trend in Soviet imports) it would tend to guarantee ever 

larger U.S. grain sales to the Soviet market. It might also 

encourage the Soviets to buy from the u·nited States so as to 

increase their "rights" to U.S. grain. Conversely, the 

introduction of a sliding scale might encourage the Soviets 

to buy from suppliers other than the United States in years 

of very heavy imports so as to avoid too great an increase in 

their minimum purchase requirement. Also, if Soviet imports 

trended down it would result in lower minimum purchase 

levels. Exploration of the alternative . approach would also 

tend to complicate an9, possibly, slow the negotiations -­

especially as Soviet negotiating instructions are likely to 

be rigid. 

B. Supply Assurances 

The U.S. should be prepared to accept an extension 

of the guarantees conta ine d in e xisting agreements, utilizing 

the same wording as in Article II. 

The Soviets may, however, press for additional 

guarantees and could make such guarantees a precondition for 

the achievement of certain U.S. negotiating objectives (e.g., 

CON Pfil€NTIN_ 



5 

~n·~~. o f"; lJTl f; • 
. ' ·: i t- I\ 

· t I •. 

t a higher minimum). A decision must be taken as to whether 

_any such guarantees might be offered. If so, three • 

possibilities are: 

1. Extension of the assurances provided by the 

Durenberger amendment (which covers 210 days) to 1 year for 

sales concluded within the framework of the agreement. 

2. Apply assurances to all contracts concluded within 

the framework of the LTA. 

3. Apply assurances to trade levels (in excess of basic 

purchase levels) mutually agreed to at the biannual 

consultations held under LTA auspices. This would involve a 

formal Soviet commitment to a level of imports in excess of 

basic purchase levels 

unwilling to do. 

something they have thus far been 

C. Short-Supply Provision 

Both Article I and Article V of the current LTA 

allow!the United States to reduce the amount of grain 

available to the Soviets under the LTA if the total supply of 

grain in the United States falls below 225 million tons, a 

level which would now represent a catastroph_ic shortage. A 

decision must be taken as to the nature of the short-supply 

0.0 Nrl-OENTIA!_ 



provision we should seek in a new LTA and as to what 

provisions might be acceptable as fallbacks. The United 

States has the following options in approaching this issue: 

]. Raise the trigger to a more realistic level. This 

would give protection to the U.S. market and lessen the 

chance that the United States might ever have to abrogate the 

agreement. It would also give little cause for the assertion 

that we are giving the Soviets greater assurances than those 

given to other customers. The Soviets might, however, resist 

any increase in the trigger point -- as lessening the 

guarantees they now enjoy. 

2. Develop some alternative formulation. One 

possibility would be to provide for consultations in the 

event of short supply (with the possibility of adjusting U.S. 

obligations under the LTA). Such a provision might parallel 

Article II of the U.S.-PRC agreement (see Attachment II) 

which states that any measure applied to grain exports to the 

PRC will be no less favorable than that applied to other 

importers. This option would give least ground for the 

assertion that the LTA gives preferred status to the USSR. 

However, it might be opposed by the USSR or, alternatively, 

the Soviets might seek to structure the provision so as to 

permit a reduction of the USSR's obligations. 
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Another possibility, whichever of these two options are 

followed, would be to continue the short supply exemption 

with reference only to the forked quantity (now covered in 

para 2 of Article I) but, as an added bargaining point for 

obtaining a higher minimum, to offer to eliminate the short 

supply provision entirely with respect to the basic minimum 

quantity (Currently, this aspect is dealt with spearately 

under Article V). 

D. Timeframe 

This seemingly simple decision is complicated by the 

fact that a 5-year agreement (the length of the existing LTA) 

would expire in the midst of the 1988 election campaign. A 

decision must be taken as to which of the following options 

to pursue: 

1. A 5-year agreement; 

2. A 5-year agreement with provision for automatic 

extension, possibly for 1 year at a time, unless either party 

decides to the contrary. This would probably enable us to 

avoid renegotiation during a campaign year, although if the 

Soviets chose not to extend we would essentially be in the 

first option; or 



3. A 6-year agreement. 

E. Specific Objectives - Other Elements of a new LTA 

There is broad interagency agreement on the 

recommended positions described below. 

A. Commodity Mix/Other Commodities 

A balance between wheat and corn must be maintained in a 

new LTA. As an initial negotiating position, the United 

States might push to maintain the requirement that 50 percent 

of the minimum purchase requirement consist of wheat. While 

we have some flexibility on this point, we need to obtain 

some increase above the 3 MMT minim~m for wheat in the 

current agreement. 

The United States may explore the possibility of 

incuding other grain and feed type products (soybean meal, 

corn gluten feed, wheat flour, rice) in a new LTA. In the 

case of wheat flour and corn gluten feed, such inclusion 

might mean only a provision allowing these commodities to 

count towards Soviet fulfillment of the minimum purchase 

requirements (using appropriate coefficients). In the case 

of rice and soybean meal, the United States should, if the 

Soviets show any interest, seek the establishment of separate 

basic purchase levels for these commodities. 
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Commodities outside the grain and feed sphere (a 

considerable number -- including poultry, beef, and tobacco 

have been suggested) should not be considered in the text 

of a new LTA. However, the United States should explore the 

possibility of formulating a non-binding _side letter 

encouraging the expansion of U.S.-USSR agricultural trade, 

which might specify some of these commodities. 

Any efforts to promote the export of other U.S. 

commodities should not be done at the expense of marketing 

opportunities for U.S. wheat and corn. 

B. Spacing Provisions 

Article III of the current LTA calls upon the USSR to 

space grain purchases and shipments as evenly as possible. 

While we have no problem with this provision, with the 

improvements in our monitoring system, it is no longer 

necessary. The U.S. could trade this away if the Soviets 

seek to eliminate it. 

C. Destination 

Article IV of the current LTA provides that, unless 

otherwise agreed, wheat and corn purchased under the 

CONFffiTIAL 
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agreement shall be consumed in the USSR • . · The U.S. should 

seek to retain this . provision unchanged. 

D. Procedures for Additional Purchases 

The procedures set forth in Article VI of the current 

LTA should be maintained without change. 

E. Consultations 

Retain semi-annual consultations as at present (Article 

VIII of the current LTA). The United States should also push 

for wording providing for additional information sharing. 

The Soviets have typically been uncooperative in providing 

information on crop prospects and product availability; this 

attitude is not likely to change in the near future. 

However, the United States may want to make use of this issue 

to put the Soviets on the defensive. 

F. Maritime Agreement Reference 

The language of Article VII of the current LTA, which 

states only that the L'"TA should be in accord with the 

American-Soviet Maritime Agreement, should be retained as is. 

USG should not open it for discussion as the existing 

sanction precludes discussion at the present time_. The 

u u P~ PrBf N fiAL 
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present language covers the situation when no agreement 

exists. We should reject any Soviet efforts to negotiate a 
·, 

maritime agreement in the context of the LTA. (However, 

pressure to lift the Poland sanction suspending maritime 

negotiations may arise from the U.S. industry, and the 

Soviets themselves may raise the question of a new maritime 

agreement. Either could necesitate a separate review of the 

issue of negotiating a new maritime agreement.) 

L. Calendar Year/Fiscal Year 

While the United States prefers to maintain the 

October/September year, we can accept either. 

M. Credit/Countertrade 

The United States cannot accept any provisions relating 

to credit or countertrade. Credit must be arranged by the 

Soviet government with the private sector. 

uUN~fi i inL 
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J:u11mry 1, 1981, except as othcNise provided for in Artie]~ II, of a 

total 4Ui.Ultity ~f at lc~t 6 to 8 million metric tons of Ulitcd States • 

,,heat ilnd corn, of l.ltich :ipproxim:1·. ely 15 to 20 1,crccnt will be corn. 

2. The Government of the People's Republic of Olina agrees to 

purch:tSe for shipment during each 12-month period beginning January 1, 

1981, except as othendse provided for in Article II, a total quantity 

of at least 6 to 8 million metric tons of lllited States wheat and corn, 

of which approxi!Tl.itely 15 to 20 percent will be com. 

3. Purchases/sales of wheat and corn mder this agreement will be 

made at market prices prevailing at the time of purchase/sale and in 

accordance with nonnal coT1111ercial terms. 

ARI'ICLE II 

1. The Government of the U1ited States of America shall endeavor 

to assure the availability of wheat and com supplies through advance 

planning of production · and stoclcbuilding fully to meet the import re­

quir~ts of the People's Republic of Olina 1.nder the provisions of 

this agreement. If by virtue of exceptional circunstances necessitating 

the application of measures limiting the availability of lhited States 

wheat and com in respect to all foreign purchasers of thited States 

grain, it becomes necessary in a particular year to supply less th.an 

the quantities specified in Article I, there shall be prior consulta­

ticns beth·een the two parties as to the amo1.11t of such adjustment. 

C ----= - = =· . ·=====: • = . - - - - - ···=· :m::: 
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Any ~uch mcnsurc which shall be applied to the exports of \nited States 

wheat and corn to the People's Rept.i,lic of Olina shall be carried out • 

c:11 a basis no less favorable t~ to such exports to other foreign pur­

chasers of lnitcd States grain. 

2. If by virtue of excepticnal cirCUl'IStances making it impossible 

for the People's Republic of Olina ~o accolll!IOdate available supplies 

necessitatina the reduc:ticn of minilllllll levels of nonial iltp:>rt.s from 

all foreian suppliers it becomes necessary in a particular year to pur­

chase less than. the quantities specified in Article I, there shall be 

prior consultatie11s between the t.o parties as to the allCU'lt of such 

adjustment. Any such reduction of inports of thited States lffle&t and 

com wich shall be applied to ~rts £ran the thited States shall be 

carried out e11 a basis no less favorable thma to iq,orts from other 

foreian suppliers. 

ARI'ICLE III 

The thited States· of America expects to supply to the People's . 
Repd,lic of Olina and encourages. the People's Republic a£ Olina to 

meet increased i.Jltx>rt requirements by purchases of wheat and com from 

the lhited States. Therefore, if during the period that the agreement 

is in force, the People's Reptblic of Olin.a intends to p.zrc:hase quanti­

ties of thited States wheat and corn in excess of the 8 million metric: 

. tens specified in Article I by m:,re than l llli.llion metric tons. there 

shall be prior notice to the Government of the lhited States of Ameria. 

The Caovernment of the lhited States of America. shall prc:iq,tly inform 

\...... - . . . . . _. --
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and the UNION or So vi ET 

SoclALIST REPUBLICS 
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NOTE BY THE DEPARTMENT OF S1'ATE 

Pursuant to Public Lnw 80-407, approved 
July 8, 1966 (80 Stat. 271; 1 U.S.C. 113)-

" ... the Treaties and Other International Acta 
Series Issued untler the authority of the Secretary of 
State shall lie com1,etent e,·ldence . .. of the treaties, 
lnternntlonnl ogrt't•ments other than treaties, and proc­
lamotlona by the President or such treaties and Inter­
national ngree1nentli other than treaties, as the case 
may be, therein contained, In all the courts of law 
ond equity 011d or morltlmc jnrtlldlctlon, and In all the 
trllmnals nnd 1111bllc offices of the United Stoles, and 
or the ·several States, without any further proof or 
nutbentlcutlon thereof." 

.. 

.. 

• 

, For 111/e by die &perinundmi of Doc:ummu, U.S. Gowrnmeni Printing Offi«, 
WaJiingion, D.C. 20402. SublCrip,ion Pri«: 127 per year; 16.75 tuUiliGnal 

/or /oreip mailin&, Sin&/e copiea 1111,y in price. Thia iaaue 35 cmia • 

. \ 

t 

" 

\ 

• 

" 

UNION OF SOVIET SOCIALIST REPUBLICS 

Grain, Agreement 

•· 

Sl1ned a, Mo,cou, Ociober 20, 1975; 
Entered fnto /orce Ociober 20, 1975. 
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~ . 
AGREEMENT BETWEEN 

I '111E GOVERNMtN'l' OF THE UNITED STATES OF AMERICA AND 
,'1118 GOVERNMENT OF THE UNION OF SOVIET SOCIALIST REPUBLtCS 
I ON THE SUPPLY OF GRAIN 

The Goverrunent of the United State■ of America (•usA•) and the 

Govern11ent of the Union of Soviet Sociali■t Republic■ (•ussR•J, 

Recalling the •Ba■ic Principle■ of Relation■ Between the 

~J\~ 

United State■ of "-rica and the Union of Soviet Sociali■t Republics• 

of Hay 29, 19721 [•] •• 

De■iring to ■trengthen long-ten cooperation between the two 

countrie■ on the baei• of mutual benefit and equality, 

Mindful of the importance which the production of food, parti­

cularly grain, ha• for the people■ of both countrie■ J 

Recogniaing the need to etabilize trade in grain between the 

two countrie•1 

, Affinning their conviction that cooperation in the field of 

t rade will contribute to overall ilnprovement of r~lation■ between 

the two countrie•1 

Have agreed a• follow•• 

ARTICLE I 

Th• GoverNNnt of the USA and the Government of the USSR hereby 

enter into an Agree-nt for the purchaee and sale of wheat and corn 

for eupply to the USSR. To thi■ end, during the period that thi■ 

Agre ... nt 1• in force, except a• otherwi•e agreed by the Partiee, 

(1) the foreign trade organization■ of the USSR shall purcha ■e from 

private conaercial eourcee, for ehipment in each twelve 1110nth period 

beginning OCtober 1, 1976, eix ■illion ■etric ·tone of wheat and corn, 

in approxi■ately equal pfoportione, grown in the USA1 and (11) the 

Govern■ent of the USA •hall .~mploy __ ite good office• to facilitate 
~ - - ·· · ·- •"··· 
and lencou~~ -~uch _ ■ale■_ by __ private commercial eourcee. 

I 

• ,t)ep~me"4 of Bfofe B111leHfl, .June 26, 1972, p. 898. 

TU.8 8206 
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ThJi~oreign trade organization• of the USSR may increa ■e thi1 

quantit~ i~thout coneultation■ by up to two aillion metric tone in 

any twelve 1110nth period, beginning OCtober 1, 1976 unle■• the 

Government ' of the USA determine■ that the USA ha• a grain eupply of 

le■■ than 225 million 11etric ton■ a ■ defined in Article i: 
-Purcha■e•/■ale■ of wheat and corn under thi ■ Agreement-will be 

11ade at the market price prevailing for these product■ at the time 

of purcha■e/■ale and in accordance with norma~ commercial term■• 

. --
ARTICLE II 

During the term of this Agreement, except a■ otherwi■e agreed 

by the Parties, the Government of the USA shall not exercise any 

discretionary . authority available to it under United State ■ law to 

control exports of wheat and corn purchased for ■upply to the USSR 

in accordance with Article I. 

ARTICLE III 

In carrying out their obligations under this Agreement, the 

foreign trade organizations of the USSR shal l endeavor to apace their 

purchases in the USA and shipments to the USSR aa evenly aa possible 

over each 12-month period. 

ARTICLE IV 

The Government of the USSR shall assure that, except a• the 

Partie■ IMY otherwi ■e agree, all wheat and corn grown in the USA and 

purchased by foreign trade organizations of the USSR shall be ■upplied 
J 

for consumption in the USSR . 

ARTICLE V 

In any year thi■ Agreement ia in force when the total grain 

■upply in the USA, defined aa the official United States Department 

of Agriculture estimate■ of the carry-in stock ■ of grain plue the 

official United States Department of Agriculture forward crop 

•• 
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---· 



~ ~ . 
4 ·• ·•· 

'j,o. .• 

"' 

• 
e■ti-t•• for th• coain9 crop year, fall• below 225 aillion -tric· 

ton• of all 9rain■, the ~vernment of the USA -Y reduce the quantity 

of wheat and corn available for purcha•• by forei9n trade or9aniza• 

tion■ of the USSR under Article I(i), 

ARTICLE VI 

Whenever the Government of the USSR wi■h•• the foreign tract. 

organization■ of the USSR to be able to purcha■e 1110re wheat or corn 

9rown in the USA than the ■-ount■ ■pecified in Article I, it ■hall 

1-diat■ly notify th• Governaent of the USA, 

Whenever the GoverNMnt of the USA wi■h■• private c~rcial 

■ource■ to be able to ■ell aore wheat or corn grown in the USA 

than the aaount■ ■pecified in Article I, ic ■hall 1-diately notify 

the Government of the USSR. 

In both in■tance■, the Parti•• will con■ult a■ ■oon a■ po■■ible 

in order to reach agr■eaent on po■■ibl• quantiti•• of grain to be 

■upplied to the USSR prior to purcha■e/■ale or conclu■ion of con­

tract■ for the purch•••/■ale of grain in a110unt■ above tho■• 

■pecified in Article I, 

ARTICLE VII 

It i■ - under■tood that the ■hip-nt of wheat and corn froia the 

USA to the USSR under thi■ Agreement ■hall be in accord with the 
(1] 

provi■ion■ of the American-Soviet Agr•e-nt on Haritille Matter■ which 

i■ in force during th• period of ■hipaent■ hereunder. 

ARTICLE VIII 

The Parti•• ■hall hold con■ultation■ concernin9 the iapl-ntation . ' 
of thi■ Agr■-nt and related -tter■ at interval■ of eix aonth■ 

beginning ■ix aonth■ after the date of entry into force of thi■ 

Agr-n\, and at any other tiae at the reque■t of either Party, 

i TIAB 8196; 26 UST, 

' ,, 
-; 

.\ 

\ 

' • 

\' 5 

ARTICLE IX 

Thi■ Agr••-nt ■hall enter into force on execution and ■hall 

re111■ in in force until September JO, 1981 unl••• ext~nded for a 

Mutually agreed period, .. 

DONE at Moscow, thi ■ l~"'- day ot October, 1975, 

in duplicate, in the English and Rus ■ian language■, both text■ 

being equally authentic. 

I 

POR THE GOVERNMENT OF THE 

UN;; ::;_,Es:,F rz;.:_ (1] 

FOR THE GOVERNMENT OP THE UNION 
OP SOVI_:T )~U~LlCS I 

~[•] 

(SEAL) 

i Charles W. Roblnaon 
• N. PatollcheY 

•· 

(SEAL) 
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ccrJI;.mfHHE 
Melr,lt)' fip&BHTenbCTBOM Coe,11HHeHHNX IDTaToB AMepHKH K 
flpaBHTUbCTBOM Co113a ConeTCKIIX Comt8JIHCTHll8CKHX 

Pecny6nHK o nocTaBKax aepHa 

..• 

• 
flpaBHTenbCTBO Coe,11HHeHHLIX WTaToe AMepHKH H 

flpaBHTenbCT,BO Cokl38 CoeeTCKHX Comt8JIHCTHlleCKHX Pecny(SnHK, 

HCXO)IJI H3 0CHOB B38HMOOTHomeHHA Melr,lt)' Coe,11HH8HHliMH WT8T8MH 
AMepHKH H Co11aou CoeeTCKHX CoUH8JIHCTHll8CKHX Pecny6nHK OT 
29 uan 1972 ro,11a, 

aen8JI yxpennJITb ,11onrocpo1D1oe COTPYAHHlleCTBO Melr,lty AB)'MJI 
CTpaH8MH Ha 6a3e B38HMHOA BYI'0,111,1 H paeettcTea, 

)"IHTYBWI aa.ffOCTb 0p0H3BO)ICTB8 npo.llYKTOB nHTaHHJI H, B ll8CT• 
HOCTH, 3epHa ,IIJIJI Hapo,110B o6eHx CTpaH, 

npH3H8B8.JI Heo6xo,qHMOCTb CT86RJIH381UtH TOpI'OBJIH aepHou uew 
o6eHMH CTJ)8.H8MH, 

00,IITBep.,qWI ceoe y6eJ!AeHHe B TOM, lfTO COTPYAHHll8CTBO B 
06A&CTH TOPI'OMH 6y,11eT co,11eAcTBOB8Tb o6~euy ynY'llll8HHll OTHomettffA 
MeJIAY o6eHMH CTJ)8.H8MH, . 

COI'A8Cffnffcb O HH&eCAeA)'llqeM: 

CT8TbJI I 

flpaBHTenbcTeo CWA " · flpaBHTUbCTBo CCCP H8CTORIJIHM aaxn1111a10T 
Corn811JeHH8 0 38Kynxe K npo,11rure nmettffUU ff xyxypy31,1 ,llnR hOCT8BKH 
e CCCP. B STHX uenRx B TelleHHe cpoKa ,11eAcTBffJ1 HacTomqero Corna­
meHffR, 38 HCKnlllleHH8M Cn)'llaea HHoA AOI'OBOpeHHOCTH CTopott: 
Cl) BHemtteToproaye oprattH381JHH CCCP aaJCynnT y ll&CTHLIX KOMMep11e­
CKHX 4~JJN C OTrpy3KOA B Tellettffe K&Jr,ltoro 12-MeCRlffloro nepff0,118, 
H81lHH8.JI Cl OKTR6pJ11976 ro,11n, no 6 MffnnHOHOB M8TpHlleCKHX TOHH 
ruaeHHl.ll,I H xyxypy31,1, npHwepHo B p&BHOM COOTHomeHHH, BYJ)aJlleHHLIX 
e QUA; (2) flpaBHTenbCTBd' CUA 6y,11eT ,11ocTynHWff ewy cpe,11cTBaMff 
co,11eACTBOB&Tb ff nooiqpRTb T8Kffe aanpo,118.llH ll&CTHl>IMH KOMMep11ecKIIMH 
cfiH?W,tH, 

BHeD1HeToproe1,1e opratq13~Qffff CCCP worYT yoenffllHTb 3Tff xonff11e­
OTBa 6e3 KOHcynbTaJJHA B p&3Mepax ,110 2 MHnnHOHOB M8TPffll8CKffX TOHH 
B nl>CSoA 12-MeCJIIIHYA nepffo,11, ff81lHH8JI Cl OKTJ16pJ1 1976 ro,11a, ecnH 
flp&BHT8AhCTBo CUA He onpe,11enHT, llTo CWA Huem aepHoe1,1e pecypcw a 
KOANll8CTBaX,-,,,eHhmffX ll8M 225 MMJrAHOHOB M8TPHll8CKHX TOHH, Kax 8TO 
onpe,11eAeHo B CT!"'b8 Y. 
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3uynJtH•npo,tUH rtm8HHUW K JtyKypyay no H8CTOIIJll8My CornameHHll 

tSYIJY'f OC)'lll8CTBJUITbCJI no Jll,IHO'IIUAI Q8HllM. npeo6n8,l\8IJlll)lk Ha BpeMJI 

aaxynKff•npoAUH H B COOTB8TCTBHH C 061NHWH KOMM8pll8CKIOOI ycnoBHJDOI 

CnTbJI n 
B TeqeHH8 cpoKa ,11eACTBHJI H8CTOIIJll8I'O CornameHNJI, 88 KCXJIIN8• 

HKeM cnyqaee NHOA ,IIOI'OBOpeHHOCTH CTopoH; "l>aDKTenbCTBO anA He 6y,11eT 
00Ab30B8TbCJI K8KHMH-nH60 AffC003HTKBffYVH nonHOMOQHJDOt cornacHO 38KO• 
HllM' QUA ,IVIJI YCT8HOeneHHJI KOHTponft H&,I\ BKCOOPTOM nmeHKUY N Kyitypya1,1, 
aaxynneHHYX AJIJI OOCT8DKH B CCCP B COOTB8TC~BHH co CT8TbeA l. 

CTaTu m 
IlpH. BYnonHeHHH o6Jl38TenbCTB no H8CT0°'8My CornameHHll BH81Df8• 

TOproe1,1e opraHH381UtH CCCP 6yJJYT CT8p&TbCJI OC)'lll8CTMll'l'b CBOH 3axyn­
KH B ClllA H OTrpy3KH B CCCP KaK MO&HO p&BHOMepHeA B T8Q8HHe Ka&)toro 
12-wecnllfforo nepHo,ta. 

CT&Tbft IY 
ITpaBHTenbcTeo CCCP aaeepneT, q,ro, aa ac1U11111enHew CJIY'(aee 

KHOA ,IIOI'OBOpeHHOCTH CTOpoH, BCft nmeHHUa H xyxypyaa, 8Ypa!Jt8HHNe 8 

ClllA H aaxynnen1n,1e eHemHeToproewH opraHH38UH.IIMH CCCP, 6y!J.YT nocTae­
AftThCft )VIR noTpe6neHHft e CCCP. 

CTaThft Y 
EcJ!H .B Jll)(!oA I'OA ,11eACTBHft H8CTOJ11118I'O CornameHHft 06111He pecypc1,1 

aepHa B CIDA, onpe.itenne1We no ocf>HUH8JlbHOA OD.8HK8 MHHHCT8pcTB8 cenb­
cxoro xoanAcTea ClllA, HCXO,tft Ha aanacoa nnl>C npe,11eapHTen&HYe nporHo-
31,1 ypoaM Ha TeKyiqHA cenbCKOX03RACTB8HHWA ro,11, OKuyTCft Htme 
225 MKJtllHOHOB weTpHll8CKHX TOHH aepHa ecex BH,IIOBt IlpaBHT8AbCTBO ClllA 
woaeT yi,eHbmHTb xonHQ8CTBa nmeHHUl,I H Kyxypy3Y, JtOTOpY8 BH8111H8TOpro­
BYe oprattH38UHH CCCP worYT aaxynaTb cornacHo cTaTbe 1,(1). 

CT&Tbft YI 
B cn)"Ule,ecnH IlpaBHTen&cTBo CCCP noaenaeT, qTo6w BHellHe• 

ToprOB1,18 opraHH3awtH CCCP MMenH B03MOaHOCTb aaxynHTb 6onb■H8 KOnH­
"ICTBa nmeHHUl,llfl!KyKYPY3Y, BYpalll8HHli8 B ClllA, qey KOAKll8CTB&, yxa­
BaHHli8 B CT8Tb8 I, OHO H838M8AJIHTenbHO coo6~T 06 8TOU IlpaBHTe~bC• 

TBY auA. 

-
TIAS 8206 



' . · ~ 8 ·• 

B c.l)"le, eCJIH Dpa.BHT8JlbCTBO CDA noze.naeT, 'ffo6w 118.CTHYe 
SOMNepiieclOle ~pww MMe.JIM B03MOllHOCTb npo,ltaTb B CCCP maeHHey MJIH 
SfKYPY'JY, BiipallleHHYe B ClllA, CBepx KOJIH'leCTB, YJC8.3aHHYX B CTaTb8 I, 
OHO He3awe,11,J1HTe.nbHO coo6~T 06 &TOM Dpa.BHT8JlbCTBy CCCP. 

B o6oKX CJl}"l&JDC AO suynxM-npo,Jt8.llH HJIK SaKJIE'leHKR XOHTpaXTOB 
Ha 38.Jtynxy-npo,Jtuy 38pHa CBepx xo.nK'l8CTB, yJ<a3aHHYX B CTaTbe I, 
CTOpoHY B B03MOllHO xopoTKHA cpox npoBe)O"!' KOHcy.nbTat.l)tH AJIR AOCTH­

• 
ll8HKII AOllOBOpeHHOCTH O BOSMOllHWC o6'bewax 3aKynKK-npo,JtUM 3epHa . \ 
AJIR nocTaBKK B CCCP. 

CT&Tbll Yn 

TioHHMaeTCR, 'ffO npM nepeB03Kax nmeHMUW H Xyxyp)'3W H3 CIIIA B 
CCCP 6y,zyT npKMeHRTbCJI no.nozeHKII awepKKaHO-COBeTCKoro cor.nameHKR 
no Bonpocaw MOpcKoro CYAOXOACTBa, KOTopoe 6y,JteT A8ACTBOB8.Tb B 
nepKOA nepeBo3KK aeptra no HaCTOIDl\8MY Cor.nameHHm. 

CtaTbJI YID 

CTOJ>OHW 6yJzy'f np0BOAMTb XOHCYJlbTalJHH no BWTIOJDfeHKE HaCTOIDl\8ro 
Cor.nai.aeHKR H CBll3aHHWM C HMM Bonpocaw KUAl,le 6 wec,meB, Ha'laB HX 
qepe3 6 wec.RUeB noCJle BCTyn.ft8HKII B CMY HaCTOffll\8rO Cor.nameHKR, a 
Ta101e • .. lldoe AP)'roo Bpew11 no Tpe6oBaHHm ·xflZAoA H3 CTopoH. 

CTa-.'bll IX 

HacTOJIIJ\e8 Cor.nameHHe BCTynaeT B CMJIY B A8ttb ero no,JtnHCaHHR H 
6yAeT AeAcTBOBaTb AO 30 ceHT.ll6p11 1981 rn.~a, ec.nK no cor.nacHm CTo-

-poH OHO He 6yAeT npo,ll,JleHo .H~ Aono.nHKT: .nbHWV., B3IUIMHO cor.nacoBaH­
Hlill nepKOA, 

CoeepaeHo B MocKB8 .. JA," OKTROpR 19?5 roAa , B AB'YX BX381111JIIIJ)IUC, 
•&KAWA Ha aHrJIHACXOM M pyccaow R3YKax, npH'leM o6a TeKcTa HM81>T 
OAKH&KOB)'lD CKJIY• 

3a npaBHT8JlbCTBO 

CoaH:; :77iZ:_ . .. . 
(SEAL) 

.. 

TJA8 8211ft --:, 

3a flpaBHT8JlbC.!BO-ColQ38 
CoBeTCKH 

Pe 

~~ 
(SEAL) 
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NATIONAL SECURITY COUNCIL 

MEMORANDUM 

FROM: 

FOR WILLIAM P. CLARK AU 
DOUGLAS W. McMI~\ 

June 9, 1983 

SUBJECT: u.s.-soviet Negotiations on a New Long-Term 
Grain Agreement (LTA) 

The initial round of negotiations for a new LTA (June 2, in 
London) was constructive and non-polemical. While major 
differences remain on several issues, the Soviets made clear 
their readiness and desire to conclude a new LTA soon. There 
was joint agreement to use the existing LTA framework as the 
basis for negotiations. 

With regard to the next round of negotiations, to be held in 
Moscow June 20-21, the Soviets hinted they would like th4-s to be 
a major negotiation session with the signing of an agreement 
some time shortly thereafter. It is open t9 question whether 
such an optimistic timetable is possible. ·The Soviets also made 
known their desire that a Cabinet-level official sign the 
agreement and they would like the signing ceremony in Moscow. 
Our negotiators told the Soviets that no decision had been made 
on who might sign for the U.S. and where. 

Based on the June 2 discussions, the major substantive 
differences between the Soviets and ourselves are as follows: 

Minimum Purchase Levels 

Whereas the present agreement has a range of 6-8 million tons 
for the minimum and maximum purchase levels, the Soviets 
suggested a range of 6-12 million tons with delivery assurances 
not only on those amounts, but also on additional amounts 
offered during regular bilateral consultations (in effect on all 
Soviet purchases of U.S. grain). The Soviets also want separate 
USG assurances to intervene in case of longshoremen boycotts, 
strikes, etc. The U.S. side countered with a minimum purchase 
range of 16-19 million tons, which the Soviets rejected; the 
U.S. indicated we were willing to consider a lower number. The 
U.S. side "hung tough" on the supply assurances issue and 
offered no more than current Article 2 delivery assurances. 
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Short Supply 

The Soviets reacted negatively to the U.S. proposal that the 
short supply trigger (permitting the U.S. to reduce deliveries 
if our crop situation dictated) be raised from 225 million tons 
to 280. The Soviets want to delete this provision altogether, 
arguing it makes the LTA imbalanced because it gives the U.S. an 
"out" whereas the Soviets do not have one. 

Quality 

The Soviets argued for inclusion of a provision that the USG 
would guarantee _quality levels set in contracts and that the 
Soviets would be relieved of their purchase obligations if grain 
were not up to particular quality standards. The U.S. side 
suggested it would explore a "good offices provision" by the 
USG, but strongly rejected the notion of a Soviet escape clause 
from its minimum purchase obligations. 

Maritime Agreement 

The Soviets argued for negotiation of a new maritime agreement, 
even though acknowledging that shipments were proceeding 
smoothly now in the absence of a maritime agreement. They 
indicated that at a minimum, retention of Article 7 of the 
present agreement was essential. (We have no problem with 
retaining Article 7, which merely stipulates that grain 
shipments be conducted in accord with the maritime agreement in 
effect at the time, but the U.S. delegation simply noted we were 
not authorized to negotiate a new maritime agreement). 

** In private discussions with our chief negotiators this 
week, I reaffirmed the President's position that he favors 
mutually beneficial trade with the Soviets, on the basis of 
regular commercial considerations, i.e., no "special 
deals." I emphasized that major additional guarantees to 
the Soviets on supply assurance (over and above those in 
the existing agreement) would run counter to the 
President's position. 

cc: Norman Bailey 

. .. 
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MEMORANDUM FOR MR. WILLIAM P. CLARK 

THE WHITE HOUSE 

SUBJECT: Press Guidance on LTA for the President's Press 
Conference 

Attached for the President's use at tonight's press 
conference is press guidance on the issue of the Long-Term 
Grain Agreement with the Soviets. 

. 

V 

Charles Hill 
Executive Secretary 

_ .. _____ _ 
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May 17, 1983 

US/SOVIET LONG-TERM GRAIN AGREEMENT 

Q: How were the Soviets informed? 
on April 7 

A: The Soviets were informed/here in Washington. They 
responded May 17. 

Q: Why did the soviets take so long to respond? 

A: We don't know. But we are pleased they have now done so. 

Q: When will the talks begin? 

A: That has not yet been determined. 

Q: Who will head our delegation? 

A: The U.S. Trade Representative or his designee. 

Q: Have the Allies been informed yet? 

A: Yes. 

Q: Won't the Soviets get the wrong message? 

A: We remain concerned about the USSR's behavior--including 

its military buildup, its geopolitical expansionism and its 

record of human rights violations. Our agenda for 

relations with the Soviets will continue to include human 

rights, arms control and regional issues as well as 

bilateral issues like trade. We are not stepping back from 

our strong policy opposing Soviet misbehavior. 



-2-

Q: Isn't this a change in our economic policy towards the USSR? 

A: we believe that economic relations with the USSR should not 

contribute to the soviet military buildup or strategic 

capability, and that trade should be conducted in a prudent 

manner without prefe~ential treatment. At the same time, 

it is not our intention to conduct "economic warfare" 

against the USSR. We do support mutually beneficial, 
-

non-strategic trade in such areas as grains. 

Q: Why did we lift this sanction? Have the Soviets made s9me 
gesture on Poland? 

A: This step was taken to reaffirm our reliability as a 

supplier of grain. The sanction postponing LTA 

negotiations has already made our political point with the 

Soviets. Continuation was pointless due to the willingness 

of Canada, France and Argentina to enter into new or 

expanded arrangements with the USSR in order to increase 

their sales of grain. 

Q: What about the remaining Poland sanctions? What is their 
status? 

A: Their status remains unchanged. 

Q: Will they be reviewed? 

A: We're taking a comprehensive look at the situation in 
Poland and will discuss our conclusions with our Allies. 
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Q: How much grain did the Soviets buy from us last year? How 
much grain have they bought this year? What is the current 
outlook for Soviet grain purchases? 

A: The U.S. currently supplies about 20 percent of Soviet 

grain import needs compared to about 70 percent before the 

grain embargo. The Soviet purchased about 15 million tons 

of grain from the U.S. in marketing year 81-82 (a market 

year runs from July 1 to June 30). So far in marketing 

year 82-83 they have purchased a little more than 6 million 

tons of grain. USDA has estimated that the Soviets would 

import about 34 million tons of grain from all sources in 

this marketing year, most of which they have already 

purchased. Nevertheless, we still hope for further Soviet 

purchases of U.S. grain this marketing year. 

Q: Haven't we already given the Soviet adequate delivery 
assurances? 

A: We have laid down a clear policy to establish the us as a 

reliable grain supplier by announcing stringent conditions 

for any future embargoes and accepting the agricultural 

contract sanctity provisions contained in the Durenburger 

Amendment to the Commodity Futures Trading Commission Act. 

Our decision to propose negotiation of a new LTA is 

entirely consistent with that policy. 
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Q: Won't this step undercut our efforts to reach a new 
consensus on east-west trade with the Allies? 

A: Negotiation of a new LTA in no way contradicts the thrust 

of the economic policy toward the USSR we are pursuing with 

the Allies. Our grain sales are on commercial terms and 

are not made with government-supported credits or 

guarantees. A new LTA will provide a structure to manage 

the us-soviet grain trade and allow us to plan our exports 

in a prudent fashion. This Administration has never 

proposed a grain embargo of the USSR; indeed the Allies 

have also maintained their grain relationship with the USSR. 

Q: Was this step taken in retaliation for subsidized EC 
agricultural sales? 

A: This decision was not taken in retaliation for EC 

agricultural export policy. We remain committed to 

resolving this difficult question by negotiations. 

Q: How long will the new agreement be for, and will it provide 
for higher minimum Soviet purchases? 

A: The answer to these questions of course will be resolved 

during the negotiations. We don't want to discuss our 

negotiating strategy now but obviously we hope the 

agreement will lead to enhanced levels of Soviet purchases 

of US grain. 
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Q: Why was this announcement made now? 

A: Moving now will provide time to prepare for and conduct the 

negotiations before the present agreement expires on 

September 30. 

Q: Will a new Maritime Agreement be negotiated at the same 
time? 

A: Negotiations on a new Maritime Agreement were suspended in 

December, 1981, following the declaration of martial law in 

Poland. This situation is unchanged. 
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Attached for the President's use at tonight's press 
conference is press guidance on the issue of the Long-Term 
Grain Agreement with the Soviets. 
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May 17, 1983 

US/SOVIET LONG-TERM GRAIN AGREEMENT 

Q: How were the Soviets informed? 
on April 7 

A: The Soviets were informed/here in Washington. They 
responded May 17. 

Q: Why did the soviets take so long to respond? 

A: we don't know. But we are pleased they have now done so. 

Q: When will the talks begin? 

A: That has not yet been determined. 

Q: Who will head our delegation? 

A: The U.S. Trade Representative or his designee. 

Q: Have the Allies been informed yet? 

A: Yes. 

Q: Won't the Soviets get the wrong message? 

A: We remain concerned about the USSR's behavior--including 

its military buildup, its geopolitical expansionism and its 

record of human rights violations. our agenda for 

relations with the Soviets will continue to include human 

rights, arms control and regional issues as well as 

bilateral issues like trade. We are not stepping back from 

our strong policy opposing Soviet misbehavior. 



-2-

Q: Isn't this a change in our economic policy towards the USSR? 

A: we believe that economic relations with the USSR should not 

contribute to the Soviet military buildup or strategic 

capability, and that trade should be conducted in a prudent 

manner without prefe;ential treatment. At the same time, 

it is not our intention to conduct "economic warfare" 

against the USSR. We do support mutually beneficial, 

non-strategic trade in such areas as grains. 

Q: Why did we lift this sanction? Have the Soviets made some 
gesture on Poland? 

A: This step was taken to reaffirm our reliability as a 

supplier of grain. The sanction postponing LTA 

negotiations has already made our political point with the 

Soviets. Continuation was pointless due to the willingness 

of Canada, France and Argentina to enter into new or 

expanded arrangements with the USSR in order to increase 

their sales of grain. 

Q: What about the remaining Poland sanctions? What is their 
status? 

A: Their status remains unchanged. 

Q: Will they be reviewed? 

A: We're taking a comprehensive look at the situation in 
Poland and will discuss our conclusions with our Allies. 
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Q: How much grain did the Soviets buy from us last year? How 
much grain have they bought this year? What is the current 
outlook for Soviet grain purchases? 

A: The U.S. currently supplies about 20 percent of Soviet 

grain import needs compared to about 70 percent before the 

grain embargo~ The Soviet purchased about 15 million tons 

of grain from the U.S. in marketing year 81-82 (a market 

year runs from July 1 to June 30). So far in marketing 

year 82-83 they have purchased a little more than 6 million 

tons of grain. USDA has estimated that the Soviets would 

import about 34 million tons of grain from all sources in 

this marketing year, most of which they have already 

purchased. Nevertheless, we still hope for further Soviet 

purchases of U.S. grain this marketing year. 

Q: Haven't we already given the Soviet adequate delivery 
assurances? 

A: We have laid down a clear policy to establish the US as a 

reliable grain supplier by announcing stringent conditions 

for any future embargoes and accepting the agricultural 

contract sanctity provisions contained in the Durenburger 

Amendment to the Commodity Futures Trading Commission Act. 

Our decision to propose negotiation of a new LTA is 

entirely consistent with that policy. 
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Q: Won't this step undercut our efforts to reach a new 
consensus on east-west trade with the Allies? 

A: Negotiation of a new LTA in no way contradicts the thrust 

of the economic policy toward the USSR we are pursuing with 

the Allies. our grain sales are on commercial terms and 

are not made with government-supported credits or 

guarantees. A new LTA will provide a structure to manage 

the us-soviet grain trade and allow us to plan our exports 

in a prudent fashion. This Administration has never 

proposed a grain embargo of the USSR; indeed the Allies 

have also maintained their grain relationship with the USSR. 

Q: Was this step taken in retaliation for subsidized EC 
agricultural sales? 

A: This decision was not taken in retaliation for EC 

agricultural export policy. We remain committed to 

resolving this difficult question by negotiations. 

Q: How long will the new agreement be for, and will it provide 
for higher minimum Soviet purchases? 

A: The answer to these questions of course will be resolved 

during the negotiations. We don't want to discuss our 

negotiating strategy now but obviously we hope the 

agreement will lead to enhanced levels ~f Soviet purchases 

of us grain. 
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Q: Why was this announcement made now? 

A: Moving now will provide time to prepare for and conduct the 

negotiations before the present agreement · expires on 

September 30. 

Q: Will a new Maritime Agreement be negotiated at the same 
time? 

A: Negotiations on a new Maritime Agreement were suspended in 

December, 1981, following the declaration of martial law in 

Poland. This situation is unchanged. 
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NATIONAL SECURITY COUNCIL 

May 17, 1983 

MEMORANDUM FOR JOHN M. POINDEXTER 

McMIN~( FROM: DOUGLAS 

SUBJECT: Negotiation of a New Long-Term Grain 
Agreement (LTA) with the Soviets 

The Soviets have now agreed to negotiate a new LTA. Dobrynin has said 
that they would be prepared for preliminary discussions on June 1-2, 
in London. An ' interagency working group has been meeting for the past 
three weeks to outline the key issues we will face in negotiating a 
new agreement with the USSR. The working group, in which I have 
participated, has developed the attached paper for review (Tab I). The 
paper will be vetted around town and outstanding issues will be raised 
to policy levels this week for discussion. 

Essentially, ·there is agreement to use the existing agreement as tlie 
basis for negotiation, but two major negotiating issues require 
decision. 

Basic Purchase Levels: 

Should we seek to retain the purchasing mechanism of the existing LTA ~ 
(minimum and maximum purchase levels) or explore a new approach which 

would tie the basic purchase levels specified in the agreement to 
trade performance (a sliding scale approach)? 

o Our basic objective in the negotiations is to maximize U.S. 
sales while avoiding possible market disruption caused by 
large Soviet purchases. 

The introduction of a sliding scale approach runs · 
counter to this objective. 

A sliding scale would encourage the Soviets to buy from 
suppliers other than the U.S. in years in which they 
have a very heavy demand for imports (so as to avoid 
too gre at an increase in their minimum purchase require­
ment from the United States in subsequent years.) 

o It's been m~ experience in negotiating with the Soviets and 
Eastern Europeans that you have to keep the concepts simple. 

Introduction of the sliding scale approach would 
complicate the negotiations enormously and would prove 
counterproductive to our goals. 
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0 State, USTR and USDA all agree that we should retain the 
purchasing mechanism in the existing agreement, but with 
increased purchase levels. I concur with this majority 
view. 

Supply Assurances: 

Should we seek an extension of the guarantees contained in the 
existing LTA (Article II) or should we be prepared to provide for 
additional guarantees? 

o The President has indicated that the U.S. favors mutually 
beneficial trade with the Soviets, on the basis of regular 
commercial considerations, i.e., no "special deals." 

Providing major additional guarantees to the Soviets on 
supply assurance (over and above those in the existing 
agreement) runs counter to the President's position. 

o Additional guarantees on supply assurance undercut our 
desire to increase the minimum purchase level. 

Language in the existing agreement provides a guarantee 
to the Soviets on all the grain covered by the minimum 
purchase level. 

We want to keep this language as an inducement to the 
Soviets to increase the minimum purchase level. 

The higher the minimum purchase level agreed to by the 
Soviets, the more grain that will be covered by the 
supply assurance guarantee. 

State favors "hanging tough" 6n the existing supply assurance language. 
USDA favors having additional guarantees available as bargaining 

ltl 

chips, but only as a fall-back. USTR is riding the fence on this J 
question. I believe State's position is the proper one on the supply 
assurance issue and I have been supporting them. · 

I will continue to coordinate with Norm Bailey, John Lenczowski and 
Roger Robinson on this issue. 

Attachment 
Tab I - Working Group Paper 

Tab A - Long-Term Grain Agreement Paper 

cc: Norman Bailey 
Henry Nau 
John Lenczowski 
Roger Robinson 
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TO: 

FROM: 

SUBJECT: 

CO~TIAL 

Ambassador Robert E. Lighthizer 

Negotiation of a new Long-Term Grain Agreement 

(LTA) with the USSR 

The Soviets have now accepted our proposal to negotiate 

a new LTA. Ambassador Dobrynin indicated that the Soviets 

would be receptive to having preliminary discussions on 

June 1-2. Therefore, we should move ahead expeditiously with 

our preparations for these talks. The attached paper, which 

was developed by an interagency working group, outlines the 

major issues we will face in negotiating a new agreement. 

For a few key issues, options are presented as a basis for 

higher level decision. On most other elements of an 

agreement, there appears to be broad agreement at the working 

level and positions are recommended. 

I would urge that you review this paper carefully and 

that we meet for a preliminary discussion of LTA negotiations 

on 

For your convenience, a copy of the existing LTA is also 

attached. 
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U.S.-USSR LONG-TERM AGREEMENT ON GRAINS 

Basic Objectives 

Maximize sales opportunities for the grains trade and, 

to the extent feasible, for other U.S. agricultural products. 

Protect against possible market disruption caused by Soviet 

purchases. Improve knowledge of Soviet purchasing 

intentions. [Avoid to extent possible arrangements that 

constitute a "special deal" for the USSR vis-a-vii other 

purchasers. Proposed by State. USDA questions need for, and 

possible interpretation of, this statement.] 

2. Specific Objectives: Key_Q_~ci~ions Required 

A. Basic Purchase Levels 

A decision must be taken as to whether to seek only 

to retain the mechanism oi___the existing LTA (with increased 

amounts) or to explore a sliding scale mechanism with the 

USSR. Another possibility would be to explore the sliding 

scale approach only if we are unable to reach agreement with 

the Soviets on increased basic purchase levels within the 

framework of the existing mechanism. 

The simplest approach would, of course, be to seek to 

maintain the mechanism provided by Article 1 of the existing 

.,. 
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agreement but to raise both the minimum purchase level and 

the maximum amount without consultations by a significant 

amount. Initially, the qnited States might propose 14-16 

MMT. While a lower figure might be acceptable, the United 

States should seek a significant increase above the 6-8 MMT 

specified in the current agreement. · The United States would 

also want to keep the fork between the minimum purchase and 

the maximum purchase without consultations (2 MMT under the 

current agreement} relatively narrow. The prospect of 

widening the fork might, however, be used to secure a Soviet 

commitment to higher minimum purchase levels. As a rule of 

thumb, the United States might insist that the fork should 

not be more than one-third of the minimum purchase level. 

The sliding scale approach would tie the basic purchase 

levels specified in the agreement to trade performance. For 

example, ~he top end of the range might be set as equal · to 

the average level of U.S. grain exports to the USSR in the 3 

preceding years; the minimum would be 2-3 million tons below 

that level -- or fixed as a certain percentage of that level. 

With this approach, the basic purchase levels of the 

agreement would tend to track actual Soviet purchases from 

the United States (which it is hoped will expand under the 

framework of a new LTA}. 

..,. 
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Attachment I details the advantages and disadvantages of 

the sliding scale approach. The main advantage of the 

sliding scale ·approach is that (assuming a generally upward 

trend in Soviet imports) it would tend to guarantee ever 

larger U .s. grain sales to the Soviet market. I .t might also 

encourage the Soviets to buy from the United States so as to 

increase their "rights" to U.S. grain. Conversely, the 

introduction of a sliding scale might encourage the Soviets 

to buy from suppliers other than the United States in years 

of very heavy imports so as to avoid too great an increase in 

their minimum purchase requirement. Also, if Soviet imports 

trended down it would result in lower minimum purchase 

levels. Exploration of the alternative approach would also 

tend to complicate and, possibly, slow the negotiations -­

especially as Soviet negotiating instructions are likely to 

be rigid. 

B. Supply Assurances 

The U.S. should be prepared to accept an extension 

of the guarantees contained in existing agreements, utilizing 

the same wording as in Article II. 

The Soviets may, however, press for additional 

guarantees and could make such guarantees a precondition for 

the achievement of certain U.S. negotiating objectives (e.g., 

CONF~NTIN_ 
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a higher minimum). A decision must be taken as to whether 

any such guarantees might be offered. If so, three • 

possibilities are: 

1. Extension of the assurances provided by the 

Durenberger amendment (which covers ~70 days} to 1 year for 

sales concluded within the framework of ·the agreement. 

2. Apply assurances to all contracts concluded within 

the framework of the LTA. 

3. Apply assurances to trade levels (in excess of basic 

purchase levels) mutually agreed to at the biannual 

consultations held under LTA auspices. This would involve a 

formal Soviet commitment to a level of imports in excess of 

basic purchase levels 

unwilling to do. 

something they have thus far been 

c. Short-Supply Provision 

Both Article I and Article V of the current LTA 

allow6'the United States to reduce the amount of grain 

available . to the Soviets under the LTA if the total supply of 

grain in the United States falls below 225 million tonsi a 

level which would now represent a catastrophic shortage. A 

decision must be taken as to the nature of the short-supply 

..., 
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provision we should seek in a new LTA and as to what 

provisions might be acceptable ·as fallbacks. The United 

States has the following options in approaching this issue: 

1. Raise the trigger to a more realistic level. This 

would give protect~on to the U.S. market and lessen the 

chance that the United States might ever have to abrogate the 

agreement. It would also give little cause for the assertion 

that we are giving the Soviets greater assurances than those 

given to other customers. The Soviets might, however, resist 

any increase in the trigger point -- as lessening the 

guarantees they now enjoy. 

2. Develop some alternative formulation. One 

possibility would be to provide for consultations in the 

event of short supply (with the possibility of adjusting U.S. 

obligations under the LTA). Such a provision might parallel 

Article II of the U.S.-PRC agreement (see Attachment II) 

which states that any measure applied to grain exports to the 

PRC will be no less favorable than that applied to other 

importers. This option would give least ground for the 

asserti?n that the LTA gives preferred status to the USSR. 

However, it might be opposed by the USSR or, al.ternatively,· 

the Soviets might seek to structure the provision so as to 

permit a reduction of the USSR's obligations. 

CON FIDf NTI AL 
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Another possibility, whichever of these two options are 

followed, would be to continue the short supply exemption 

with reference only to the forked quantity (now covered in 
' . 

para· 2 of Article I) but, as an added bargaining point for 

obtaining a higher minimum, to offer to eliminate the short 

supply provision entirely with. respect to the basic minimum 

quantity (Currently, this aspect is dealt with spearately 

under Article V). 

D. Timeframe 

This seemingly simple decision is complicated by the 

fact that a 5-year agreement (the length of the existing LTA) 

would expire in the midst of the 1988 election campaign. A 

decision must be taken as to which of the following options 

to pursue: 

1. A 5-year agreement; 

2_. A 5-year agreement with provision for automatic 

extension, possibly for 1 year at a time, unless either party 

decides to the contrary. This would probably enable us to 
. . 

avoid renegotiation daring a campaign year, although if the 

Soviets chose not to extend we would essentially be in the 

first option; or 

..., 
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3. A 6-year agreement. 

E. Specifi~ ob1ective~ - Other Elements of a new LTA 

There is broad interagency agreement on the 

recommended positions described below. 

A. Commodity Mix/Other Commodities 

A balance between wheat and corn must be maintained in a 

new LTA. As an initial negotiating position, the United 

States might push to maintain the requirement that 50 percent 

of the minimum purchase requirement consist of wheat. While 

we have some flexibility on this point, we need to obtain 

some increase above the 3 MMT minimum for wheat in the 

current agreement. 

-The United States may explore the possi~ility of 

incuding other grain and feed type products (soybean meal, 

corn gluten feed, wheat flour, rice) in a new LTA. In the 

case of wheat flour . and corn gluten feed, such inclusion 

might mean only a provision allowing these commodities to 

count towards Soviet fulfillment of the minimum purchase 

requirements (using appropriate coefficients). In the case 

of rice and soybean meal, the United States should, if the 

Soviets show any interest, seek the establishment of separate 

basic purchase levels for these commodities. 

r:n~-,~~~lT!r: 

.. 

..,. 
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Commodities outside the grain and f~ed sphere (a 
- . 

considerable number -- including poultry, beef, and tobacco 

have been suggested) should not be considered in the text 

of a new LTA. However, the United States should explore the 

possibility of formulating a non-binding side letter 

encouraging the expansion of u.s.-USSR agricultural trade, 

which might specify some of these commodities. 

Any efforts to promote the export of other U.S. 

commodities should not be done at the expense bf mark~ting 

opportunities for U.S. wheat and corn. 

B. Spacing Provisions 

Article III of the current LTA calls upon the USSR to 

space grain purchases and shipments as evenly as possible. 

While we have no problem with this provision, with the 

improvements in our monitoring system, it is no longer 

necessary. The U.S. could trade this away if the Soviets 

seek to eliminate it. 

c. Destination 

Article IV of the current LTA provides that, unless 

otherwise agreed, wheat and corn purchased under the 

CONFl{[NTIAL 

..,. 

I 
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agreement shall be consumed in the USSR. 

seek to retain this . provision unchanged. 

The U.S. should 

D. Procedures for Additional Purchases 

· The procedures set forth in Articie VI of the current 

LTA should be maintained w1thout change. 

E. Consultations 

Retain semi-annual consultations as at present (Article 

VIII of the current .LTA). The United States should also push 

for wording providing for additional information sharing. 

The Soviets have typically been uncooperative in providing 

information on crop prospects and product availability; this 

attitude is not likely to change in the near future. 

However, the United States may want to make use of this issue 

to put the Soviets on the defensive. 

F. Maritime Agreement Reference 

The language of Article VII of the current LTA, which 

states only that the L'"TA should be in accord with the 

American-Soviet Maritime Agreement, should be retained as 

USG should not open it for discussion as the existing 

sanction precludes discussion at the present time_. The 

0 u i\~ F'rtlkN fl AL 

is. 
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present language covers · the situation when no agreement 

exists. We should reject any Soviet efforts to negotiate a 

maritime agreement in the context of the LTA. (However, 

pressure to lift the Poland sanction suspending maritime 

negotiations may arise from the U.S. industry, and the 

Soviets themselves may raise the question of a ' new maritime 

agreement. Either could necesitate a separate review of the 

issue of negotiating a new maritime agreement.) 

L. Calendar Year/Fiscal Year 

While the United States prefers to maintain the 

October/September year, we can accept either. 

M. Credit/Countertrade 

The United States cannot accept any provisions relating 

to credit or countertrade. Credit must be arranged by the 

Soviet government with the private sector. 

uU N r ILltr~ I iliL 
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JMu;try 1, 1981, except as otherwise provided for in Artie]~ II, of a 

tot.il l{uantity of at le.1st 6 to 8 mill ion metric tons of lhi tcd States 

,,he.it :ind com, of ,,:hkh :ipproxi111.1: c]y 15 to 20 percent will be com. 

2. The Government of the People's Republic of Olina agrees to 

purch:t.Se for shipncnt during each 12-month period be&innin' J.inuary 1, 

1981, except as otherwise provided for in Article II, a total qu.mtity 

of at least 6 to 8 million metric tons of thited States wheat and corn, 

of which approxi.m.:itely 15 to 20 percent will be corn. 

3. Purchases/sales of wheat and com uider this agreement will be 

made at market prices prevailing at the time of purchase/sale and in 

accordance with normal comnercial terms. 

ARTICLE II 

1. The Government of the U1ited States of America shall endeavor 

to assure the availability of "'heat and corn supplies through advance 

planning of production ·and stockbuilding fully to meet the import re­

quir~ts of the People's Republic of Olina under the provisions of 

this agreement. If by virtue of exceptional circunstances necessitating 

the application of measures limiting the availability of tl'lited States 

wheat and corn in respect to all foreign purchasers of thited States 

min, it becomes necessary in a particular year to supply less than 

the quantities specified in Article I, there shall be prior ccnsulta­

tia1s between the two parties as to the amomt of such adjustment. 

.. 
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Any such mc:isurc which shall be applied to the exports of l:hited States 

"'heat llnd com to the People's Repti>lic of Olina shall be carried out • 

m a basis no less favorable th.in to such exports to other fordcn pur­

chasers of Ulitcd States grain. 

2. If by virtue of exceptiCl'lal cirCU11Stanccs making it impossible 

for the People's Republic of Olina ~o acconn:>date available supplies 

necessitat.ina the reducticn of miniJllllll levels of ~l inports from 

all forei~ suppliers it becomes necessary in a particular year to pur­

chase less than the quantities specified in Article I, there shall be 

prior CCl'lSUltaticns between the tw parties as to the a111CU1t of such 

adjustment. Any such reducticn. of i,,p)rts of thited States 'wheat and 

com 'Which shall be applied to iqx)rts £ran the thited States shall be . 

carried out en a basis no less favorable tha to iq)orts from other 

foreisn suppliers. 

ARI'ICLE III 

The ~ited States· of America expects to supply to the People's . 
Repli,lic of Otina and encourages_ the People's Republic cf Cuna to 

Jneet increased ~rt requirements by purchases of wheat and corn from 

· the thited States. Therefore, if durin& the period that the · aiTeement 

is in force, the People's Repl.i)lic of Orina intends to p.ll'cha.se quanti­

ties of thited States lw½leat and com in excess of the 8 million metric 

tans specified in Article I by mre than 1 millicn metric tons, 'there 

shall he prior notice to the Government of the thited States of America. 

The Government of the Uli ted States of America, shall prauptly· inform 

--

'-.i ....... .. • • • · - -
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T .RB.4TIBS AND OTHER iNTBRNATIONAL ACTS 8BRIBS 1a2ea 

. 
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GRAINS AGREEMENT 

I 

• 
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" 

Between the 

UNITED STATES OF AMERICA 

and the UNION OF SOVIET 

SOCIALIST REPUBLICS 

Signed at MoBCOw October 20, 1975 
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NOTE BY THE DEPARTMENT OF STATE 

Pursuant to Public Law 80-407, appro,•ccl 
July 8, 1966 (80 Stat. 271; 1 U.S.C. 113)-

" .•• the Treaties and Other International Acts 
Serles lBBued unc.ler the authority of the Secretary of 
State sholl lie coo11ietent e,·ldence • .. of the treaties, 
lnternatlonnl agl't't•ments other thon treaties, and proc­
lamotlons by the Pre11ldent of such treaties and Inter• 
national agree1ue11t11 other thou treaties, 118 the caae 
may be, therein contained, In all the courta of law 
and equity and of marlt101c J11rh1c.llctlon, and In all the 
trlb11nal11 nnd 1mbllc offices of the United States, and 
of the several States, without any further proof or 
authentlcutlon thereof." 

.. 
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• 

i. For Nie l,y cJie S.,perinlffldenl o/ Doaunm11, U.S. Gowmment Printing Offi«, 
· WaalainglOn, D1C. 204{)2, Su/,.criplion Pri«: 127 per year; 16.75 oddilional 

·~ /'?'" /omr,n ,""'""'«• Sin«l~ copia 111117 in price. Tliu iuue 35 c.n,,. 

' .. ~ t.d ~;~u t ~11 . \ 
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UNION OF SOVIET SOCIALIST REPUBLICS 

Graina Agreement 

. 
•· 

SiJMd al Mo,cov, October 20, 1975; 
Entsrsd mto Jorce October 20, 1975. 
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AGREEMEN'l' BETWEEN 

'f.HE GOVEIUUIEN'l' OP' THE UNITED STATES OP' AMERICA AND 
,Tfff -.GOVERNHEHT OP THE UNION OP SOVIET SOCIALIST REPUBLICS 

l~\~ 
~\ ~~ ' 

I ' OH THE SUPPLY OP GRAIN 

Th• Government of the United State■ of America t•usA•) and the 

;overn-nt of th• Union of Soviet Sociali■ t Republic■ t•ussR•)r 

Recalling the •aa■ic Principle• of Relation■ Between the 

Jnited State• of Alllerica and the Union of Soviet Sociali■ t Republic■• 
.. ('] . 

)f May 29, 19721 , • 

De■irlng to ■trengthen lon9-ter11 cooperation between the two 

countrie■ on the ba■i■ of mutual benefit and equality, 

Mindful of the illportance which the production of food, parti­

cularly grain, ha■ for the people■ of both countrie■ r 

Recognizing the need to ■tabilize trade in grain between the 

two countrie■ r . 
, Affirming their conviction that cooperation _in the field of 

t rade will contribute to overall improvement of relation■ between 

the two countrie11 

Have agreed a■ follow■, 

ARTICLE I 

The Government of the USA and the Government of the USSR hereby 

ent~r into an Agr•e-nt for the purcha■e and ■ale of wheat and corn 

for ■upply to the USSR, To thi ■ end, during the period that thi■ 

Agre.-nt ia in force, •~c•pt a■ otherwi■e agreed by the Parties, 

(1 ) the foreign trade organization• of . the USSR ■hall purcha■e from 

pri•ate commercial ■ource■ , for 1hip111ent in each twelve 1110nth period 

beginning October 1, 1976, ■ix ■illion ■etric ton■ of wheat and corn, 

i n approxiaately equal proportion■ , grown in the USA1 and (ii) the 

Government of th• USA ■hall ~•ploy_it■ good office■ to facilitate ~ ------ - ···"-• ··· .. 
a'J encour~~ -~~c-~ .•~~~--~~--~!'i~a.t~ . . ~onnercial ■ource■ , 

'l)e,,etrlfMft.l of Bio le BwJlelffl, .June 26, 1972, p. 898. 

T I.AS 8206 . ' 
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The\'~oreign trade organization■ of the USSR aay increa■e thi■ 

•. 
quantitir '"'1thout con■ultation■ by up to two million ■etric ton■ in 

any twelve month period, beginning October 1, 1976 unle■■ the 

Covernment'of the USA determine■ that the USA ha ■ a grain ■upply of 

lea■ than 225 ■illion -tric ton■ a■ defined in Article i: .-Purcha■e1/1ale1 of wheat and corn under thi■ Agreement will be 

ude at the market price prevailing for the ■e product■ at the time 

of purcha ■e/■ale and in accordance with norma> convnercial term■, 

I --

ARTICLE II 

During the term of thi ■ Agreement, except a■ otherwi■e agreed 

by the Partie■, the Government of the USA ■hall not exerci ■e any 

di ■cretionary . authority available to it under United State ■ law to 

control export■ of wheat and corn purchased for ■upply to th■ USSR 

in accordance with Article I. 

ARTICLE III 

In carrying out their obligations under thi■ Agreement, the 

foreign trade organization■ of the USSR ■hall endeavor to apace their 

purchase■ in the USA and shipment■ to the USSR a ■ evenly as pos ■ible 

over each 12-month period. 

ARTICLE IV 

The Government of the USSR shall assure that, except a ■ the 

Partie■ uy otherwise agree, all wheat and corn grown in the USA and 

purcha■ed by foreign trade organizations of the USSR ■hall be ■upplied 
J 

for consumption in the USSR, 

ARTICLE V 

In any year thi ■ Agreement is in force when the total grain 

■upply in the USA, defined a ■ the official United States Department 

of Agriculture e■timate ■ of the carry-in ■ tock ■ of grain plu■ the 

official United State■ Department .of Agriculture forward crop 

·• •' •·•· 

•• 
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••tia&t•• for th• coain9 crop year, fall• below 225 aillion Mtric 

ton• of all 9rain■, the ~v•rnaent of the USA .. Y reduce the quanti~y . 

of wheat and corn available for purcha■• by forei9n trade organisa­

tion■ of th• USSR under Article 1(1). 

ARTICLE VI ,. 
Whenever the Covernment of th• USSR vi•h•• the forei9n tract. 

org•nlsatione of the USSR to be able to purcha■e 110re wheat or corn 

9rown in the USA than the &JDOunt■ ■pacified in Article I, it ■hall 

1-diately notify th• Covero-n't of th• USA. 

Whenever th• GoverNNnt of th• USA wlahea private coaaercial 

■ource■ to be able to ••11 aore wheat or corn grown in the USA. 

than the U10unta apecifled in Article I, it ahall 1-dlately notify 

th• Covernaent of the USSR. 

In both lnatance■, th• Parti•• will conault aa ■oon a■ poaaibl• 

in order to reach a9re■-nt on poa■lbl• quantiti•• of grain to be 

■upplied to the USSR prior to purchaae/■ale or conclu■ion of con­

tract■ for the purcha■e/■ale of grain in U10unt■ above tho■• 

■pacified in Article I. 

ARTICLE VII 

It 1 ■ under■tood that the ■hip-nt of wheat and corn fr011 the 

USA to the USSR under thi ■ Agree-nt ■hall be in accord with the 
[•] 

proYl■lon■ of th• American-Soviet Agree11ent on Maritime Matter■ which 

1• in force during the period of ■hipaent■ hereunder. 

ARTICLE VIII 

The Parti•• ■hall hold con■ultation■ concernln9 the i■pl■-ntatlon . ' 
of thi■ Agr■-nt and related -tter■ at interval■ of ■ix aonth■ 

be9innin9 ■ ix aonth■ after th• date of entry into force of thi■ 

Agr■-nl, and et any other tiM at the requeet of either Party. 

•. 

1 Tl.AB 8196,: 2e UST. 
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ARTICLE IX 
I 

Tbl■ Agr••-nt ■hall enter into force on execution and ■hall 

re111aln in force until September 30, 19Bl unle■■ ext~nded for a 

Mutually agreed period. .. 

DONE at Moacow, thh l~~ day ot O.tobcr, U75, 

in duplicate, in the Engliah and Ru11ian language■, both text• 

being equally authentic , 

FOR THE GOVERNMENT OF THE 

UN~ :::.E~F rzz:_ (1] 

(SEAL) 

1 Cbarlee W. Robloeoo 
• N. ~atollcbn 

•· 

FOR THE GOVERNMENT OF THE UNION 
OF SOVI~T)~U~LICS 1 

~ [•] 

(SEAL) 

TIAB 8206 
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C O r JI A m It ff If E 
MeK,Ity fip&BKTenbCTBOM CoeAHHeHHNX IDTaToa AMepMKM N 
flpnBMTenbCTBOM Com:ia Col!8TCl<IIX CoUHMHCTM'l8CKMX 

Pecny6nMK o nocTaaxax 38pHa 

·• 
·•· 

fipaBHTenbCTBO Coe.itHH8HH1iX WT8TOB AMepMKM H • 
0paBMT8nbCTBO Co113a COB8TCKHX CouHMHCTH'l8CKKX PecnyCSnHK, 

' KCXOAR H3 0CHOB B38HMOOTHOWeHHA M8K,Ity CoeAHH8HHINK WT&TllMH 
AwepHKH H Com:iow COB8TCKHX CoUHMHCTK'l8Cl(HX Pecny6nHK OT 
29 MaR 19?2 roAa, 

aen8JI y>cpennRTb AOnrocpo'Ofoe COTPYAHH'l8CTBO MeK,Ity ABYMR 
CTpaHaMH Ha 6a:,e B38HMHoA BWrOAN H p&B8HCTBa, 

)"'KTWB8JI BamiOCTb npoH3BOACTBa npoAYJ(TOB nHT8JfHJI H, B '18CT• 
ffOCTH, 38pHa AJIJI HapoAOB o6eHx CTpaH, 

npH3H8B8JI H806XO)VIMOCTb CTA6RJIH38UHH ToprowrH 38PffOM Mew 
o6eHMJt CTJ)aHaMH, 

nOATB8J!:SA8J1 CBOe Y68J!AeHHe B TOM, lffo · coTpyAHH'lecTBO B 
06A8CTH TOPl'OBnH 6yA8T COA8ACTBOBaTb o6~ewy YA)"IUl8HHll OTHomeHHA 
We11,1ty 068HMH CTJ)aHaMH, • 

COrA&CMAHCb O HHJl8Cll8,D.ynqeM: 

CT&TbJI I 
flpaBHTenbcTao CWA H flpaBHTenbcTao CCCP Hac,oRuptw 3a1U1m'lal0'1' 

Cor.n81DeHHe o :,axymre H npoA1111e nmeHHUll H xyxypy:,w MR nocTaBKH 
a CCCP. B &THX uenRx B Te'leHHe cpoxa A8ACTBHR Hac,omqero Corna­
meHHR, 38 HCKAll'leHK8M C.ft)"laea HHOA AOrOBOpeHHOCTH CTOpoH: 
CI) BHemHeToproswe opraHH38UHH CCCP 38XYTIRT y 11acTH1iDC 1<0MMep11e­
CKHX ~~pw C OTrpy:,xoA B T8'18HH8 KAX,qoro 12-MeCJl'IHOro nepHOAa, 
H8'1lfH8JI CI OKTJ16pJ119?6 roAn, no 6 MHAAHOHOB M8TpH~8CKHX TOHH 
lllll8HHUY H xyxypy:,w, npHwepHo B p&BHOM COOTHOW8HHH, BIIJ)rul(eHHliX 
B CIIA; (2) npaBHT8JlbCTBd' CUA 6yA8T AOCTYTIHliMH ewy Cpe)tCTBaMH 

co,qeRCTBOBaTb H OOOll!J)JITb T8KHe 380J)OA8.IH 'lllCTHl,IMH KOMMep11ec1<11MH 
4»fpwa.wH. 

BHe111HeToproswe opr&Jijl:,~LlHH CCCP wory,, ynenH'll!Tb 3TH 1<onH11e­
CTBa 6e3 KOHCyAbTaJlHA B pa:,wepax AO 2 MHAJIHOHOB M8TPH'l8CKHX TOHH 
a .nll6oA 12-wecRIIHwA nepHoA, H&'ll!HaR cl OKTR6pR 19?6 roAa, ecnH 
flpaBHTena.cTso CUA He onpeA8AHT, 'ITo CWA HMellT 38pHoewe pecypcw a 
IOAK'l8CTB8J(,,MeHblllHX '18M 225 MIU.ftHOHOB M8TpH'18CKHX TOHH, Kai( 3TO 
onpeAe.neHo a CTMa.e Y. 

... .. 
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3uynKM-npo.itUK ft!ll8HHUW N X)'Jl)'p)'3Y no H8CTOJ111t8My Cor.nameHHll 
dYP3T OCYll\eCTBJUITbCJI no pi,IHO'IHW Ll8HaM, npeo6nSA8Jll!IHk Ha BpeMJI 
BUyrlXK•npo.itaaH KB COOTB8TCTBHK C 061iNHWH xowwep11ec1<'°™ yc.noBH.IIMM 

c,aTbJI n 
8 ,eqeHK8 cpoxa ,qeACTBHJI H8CTOJ111t8ro Cor.nameHHJI, 38 HCIUIIIQ8• 

HK8M c.nyqaea MHOA ,qoroeopeHHOCTK CTopou; f1t>aDHT8.KbCTBO ClllA He dy,qe, 
no.nb30B8TbCJI 1(8KHWH•JIK60 AKCn03KTKBHlNH nonHOMOQHJDOt cornacHO 38KO­
HaM ClllA AJIR YCT8HOBJl8HHJI KOHTpona H8,l\ 8KCnoprow Jllll8HHUW H KYJIYPY3Y, 
aaxynneHHliDC AJIR nocTaBKH a CCCP B cooTB8TCT,.BHK co cTaTa.eA l. 

CTaTbJI m 
fipH' BNnORHeHHK o6R38T8JlbCTB no H&CTO°'ewy Cor.nameHHm BH811H8• 

ToproBY8 opr8HK38UHH CCCP 6yp;yT CTapaTbCJI OCYll\8CTBJIJ1Tb CBOH 3axyn­
XH a ClDA H oTrpy3KK a CCCP KaK wo•Ho paaHoMeptteA B T8'18HHe KAJrAoro 
12-uecRIIHoro nepHOAB• 

CTaTbJI IY 
UpaBHTe.nbcTBo CCCP 3aaepReT, qro, aa Rc1U11>11eHHew CJrY1188B 

,HoA ,qorosopeHHOCTH CTopoH, BCJI nmeHHU8 K KY1CYJlY38, BYpalll8HHli8 B 

ClDA H aaxynneHHN8 BHemHeToprOBWH opraHH38.llKJIMH CCCP, 6yp,yT nocTaB• 
RRTbCJI AJIR norpe6neHKJI B CCCP. 

CraTbR Y 
Ec.nH .B nll6oR ro,q A8ACTBKR H8CTOJlll\8rO Cor.nameHHJI o6apte pecypcu 

38ptl8 B CUIA, onpeA8.ftJl8Mbl8 no o4>HUHMbHOA OQ8HK8 MHHHCT8J)CTBA ce.nb• 
CKoro X03JIACTB& CWA, KCXOAR H3 38D8COB nnoo npeABaPKT8nbHW8 nporHo-
3Y ypo•M Ha TeK)'II\KA ce.nbCKOX03RACTB8HKl,IA roA, OKUY,CJI Hime 
225 MHJIJIHOHOB MeTpH'18CKHX TOHH 38pHa BC8X BHAOB, npaBHT8RbCTBO aJIA 
uo•eT yweHbmKTb KOJIHqecTB8 nmeHHUY H KYJIYPY3Y, KOTOp!,18 BH8111H8TOpro­
BW8 opraHHaauHH CCCP uory, 3axynaTb cornacHo CT&Tbe 1,(1). 

CT&TbJI YI 

B c.n)"'&e,ec.nH npaaKTe.nbcTso CCCP nosenaeT, qTodw BHeame• 
Toproawe opraHH38UHK CCCP Hwe.nH ao:,wo•Hoc,a. aaxynHTb donbmMe MORK• 
qjcTaa nmeHHUW tnt xyxypy:,w, awpa111eHHNe B CWA, qeu xonH11ecTBa, yxa­
BBHHNe 8 CT8Tb8 l, OHO H838M8AJIKT8nbHO coo6rqHT od 8TOU Upa8HT8~bC­
TBY ClllA. 

~ 
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B c.t)"4e, eCJIM DpaBMTe.tbCTBo CIDA no:11eJ1aeT, 'ffo6w 11&CTHWe 
SOMM8pll8CKH8 ~pww IOleJIH B03MOIIHOCTb np0AaTb II CCCP nmemmy HJIK • • 

rJKYPY3Y, Blipalll8HHlile II CIDA, caepx KOJIH'lecTB, yita3a.HHWX II CT&Tbe I, 
oHo He3aweAJKTeJlbHO coo6~T 06 &Tow DpaBHTenbCTBY CCCP. 

B o6oHX ~ AO auynKH-nJ)OAUH MJIK 8aKJlm'l8HKII KOHTpaKTOB 
Ha 3Uyt1Ky-npoAall)' 38Pffa caepx JtOJIK'l8CTB, )'X&38.HHYX B CTaTbe I, 
CTOpoHW II B03WOllHO xopoTKKA cpox npoB8)tyT KOHcynbT~H AJIII AOCTH-

' . 
HHHII AOPOBOpetJHOCTH O B03MOIUWX 061,ewax :,axynKH-npoAUH 38pHa . \ 
Al!' nocT&BKH B CCCP. 

CTaTbllYn 

00HKW&8TCII, 'ITO npH nepeB03K&X nmeHMUY M Xysyp)'3Y H3 QUA B 

CCCP 6yJzyT npKW8HIITbCII no.noaeHKII awepHK8.HO-COB8TCKOro cor.nameHHII 
no Bonpocaw wopcxoro CYAOXOACTB&, KOTOpoe 6yAeT A8ACTBOB&Tb B 
nepKOA nepeB03KH aepua no H&CTOJlll\8"')' Cor.nameHHD. 

CTaTbll YDI 

CTopoHY 6yJJ.YT npoBOAHTb XOHCyllbT&lJHK no IIWl10JDt8HKm H&CTOJlll\8ro 
Cor.na111eHKII" CBll3aHHlN C HKM Bonpocaw Kaa,D.1,18 6 M8CRUeB, H&'l&B HX 
qepe3 6 M8CIW8B noc,re BCTyn118HKII B CHJIY H&CTO,uqero Cor.namem111, a 
TaKlle 11 .amdoe mroo 1pew11 no Tpe60Ba.HK11 ·xUAoA H3 CtopoH. 

CTa.'bll IX 
HacTOJlll\88 Cor.aameHM8 BCTynaeT B CKJIY B A8Hb ero nOAOHC&HHII H 

6yAeT A8ACTBOBaTb 11.0 30 ceHu6p11 1981 r<',~&, eCJIH no cornacHm CTo-
·-:. poH OHO He 6yA8T Dp0A,118HO Hu AOno.nm1T::J1bH1iV., B3aHIIHO cor.11acoB&H­

.. 

Hlilll nepHo)t. 

CoaepaeHo B MocKlle ~ .. OXTIIOp.R 19?5 roAa B AByx BX38MllllllpaX, 
JtlUl,ll,WA Ha AHrAKACKOW H pycc■ow 113YKax, npH'l8W o6a T8KCT& HW81lT 
O)tHH&K08n:' CIUIY• 

. 
3a TipaBll'l'eJlbCTBO 

CoeAHH8lfHIIX WT&TOII ~epHKH 

d-L w ta-. 
• • • 

(SEAL) 
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MEMORANDUM 

CONF~NTIAL 
\ 

INFORMATION 

MEMORANDUM FOR 

FROM: 

SUBJECT':. 

NATIONAL SECURITY COUNCIL 

July· 18, 1984 

ROBERT C. M~ARLANE 

JACK MATLOC ~ 
Soviet Grain urchases 

According to Agriculture's figures the Soviets have now purchased 
a total of 12,357,800 tons of grain for delivery in the crop year 
ending September 30, 1984. These purchases were almost equally 
divided between wheat and corn (6.3 and 6.05 million tons, 
respectively). In addition, the Soviets have purchased 416,200 
tons of soybeans. 

Regarding the crop year beginning October 1, 1984, the- Soviets 
purchased 350,000 tons of corn yesterday and there are rumors 
that they will make substantial purchases of grain (1 to 3 
million tons) within the next few days. They are obligated to 
buy at least · 9 million ton.s of grain in each crop year. 

on: OADR 

DECLASSIFIED 

NLRR ro ft; --II q / <i #? / tJo 7b 

BY /Jfl. P.IARA DA; 1(Jeft></ 
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NATIONAL SECURITY COUNCIL 

ROBERT C. M~ARLANE 

JACK MATLOC ~ 
Soviet Grain urchases 

July 18, 1984 

According to Agriculture's figures the Soviets have now purchased 
a total of 12,357,800 tons of grain for delivery in the crop year 
ending September 30, 1984. These purchases were almost equally 
divided between wheat and corn (6.3 and 6.05 million tons, 
respectively) In addition,. the Soviets have purchased 416,200 
tons of soybeans·. 

Regarding the crop ye·ar beginning October 1, 1984, the Soviets 
purchased 350,000 tons of corn yesterday and there are rumors 
that they will make substantial purchase~ of grain (I to 3 
million tons) within the next few days. They are obligated to 
buy at least 9 million tons of grain in each crop year. 
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~fIDENffr 
MEMORANDUM 

,.... 

THE W H I T E HO 

SITUATION ROOM NOTE 

-CONFID'Im'i'IAL 

Soviet Purchase of U~S. Grain 

the USSR purchased approximately one million metric 
tons (MT) of U .. S. hard. red winter wheat following seven days of 
negotiating. Half of the wheat is to be shipped from .October to 
December while the remainder is tentatively scheduled for January 
to February shipment.. The Soviets pa-id cash • . 

o, 

0 
; 

The Soviets also· purchased · approximate,ly 850,000 MT' of 
.u.s .. corn earlier in the month w,i.th shipment scheduled 
. fo'r October to December.: .. Half. of' .this' purchase is being· 
Jina0nced by a . U .. S ... fi;m, .. __ · · . 

, . . . · . . . · ,: . -:.~;·t ;: .· ~- ~ . . . , . ·',:\ _f :. 

Du,ring, recent negotiations- .the Soviets als-0· expressed. . .- , · ,. 
intere·st . in the purchase , of 150 ;ooo· MT' of U .. S ~ barl.ey 
for October ta .November· del.i.very·. (C) . 

-cGNF :tDEbl(PIAL 
CLASSIFIED BY CIA 
DECLASSIFY ON·: OADR 

DECLASSIFIED IN PART .. 
NLRR h rl°_-/6D7c1._ 

BY~ e.iu _NARA DATE 3 Ip ~ 

, I 

' 
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July 18, 1984 
about noon 

MESSAGE FROM LYNN PESCOE FOR JACK MATLOCK 

1. Soviet purchase of U.S. grain for 1983/1984, 
i.e. , October 1, 1983 - September 30, 1984: 

Wheat 6,307,300 tons 
Corn 6,050,500 tons 

Total 12,357,800 tons 

They have also purchased 416,200 tons of soybeans. 

2. For 1984/1985, i.e., October 1, 1984 - September 30, 1985: 

Yesterday they purchased 350,000 tons of corn and there are 
many rumors they they will buy one - three million tons od 
grain in the next few days. 

3. For the year July 1, 1984 - June 30, 1985, estimates are 
that they will purchase 35 - 40 million tons of grain. 
Twenty million of that is covered in various long-term grain 
agreements, including ours. 

fl 
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UNCLAS STATE 213681 

PASS PAD 'S 
E 0. 12356: OADR 
TAGS EAGR 
SUBJECT: NEIi US-SOVIET GRAIN AGREEMENT 

1. FOLLD\IING IS THE GUIDANCE ON THE NEW US-SOVIET GRAIN 
AGREEM ENT PREPARED FOR THE STATE DEPARTMENT PRESS SPOKES­
MAN JULY 29: 

Q: \/HAT ARE THE TERMS OF THE NEW US-SOVIET GRAIN AGREE-
MENT NEGOTIATED IN VIENNA? 

A: AS ANNOUNCED BY SECRETARY BLOCK AND AMBASSADOR BROCK 
JULY 28, UNDER THE NEW AGREEMENT THE USSR Ill LL PURCHASE 
AT LEAST 9 MILLION TONS OF \/HEAT AND CORN ANNUALLY FROM 
THE US, 111TH THE OPTION TO SUBSTITUTE 500,000 TONS OF 
SOYBEANS OR SOYBEAN MEAL FOR ONE MILL ION TONS OF GRAIN. 
THE SOVIETS MAY PURCHASE UP TO 12 MILLION TONS ANNUALLY 
IIITHOUT FURTHER CONSULTATIONS 111TH THE USG . THESE NEIi 
AMOUNTS COMPARE TO A MINIMUM OF 6 MILLION TONS AND AN 
OPTIONAL LEVEL OF 8 MILLION TONS UNDER THE ORIGINAL 
1975 AGREEMENT . THE GENERAL FRAMEIIORK OF THE NEIi 
AGREEMENT FOLLDIIS THAT OFTHE ORIGINAL. 

Q: \/HY ARE \IE PROMISING TO SELL THE SOVIETS MORE GRAIN 
\/HEN OUR CORN CROP MAY BE REDUCED DUE TO HOT, DRY IIEATHER? 

A: FOR AN ANALYSIS OF THE STATE OF THE CORN CROP, I MUST 
REFER YOU TO USDA. HOIIEVER, \IE UNDERSTAND THAT EVEN 
AFTER THE PAYMENT-IN-KIND PROGRAM, THE US HAS LARGE 
STOCKS OF CORN AND THAT TOTAL SUPPLIES WILL BE AMPLE TO 
MEET ALL OUR DOMESTIC NEEDS AND EXPORT DEMAND. 

Q: HOii IS TH E AGREEMENT RELATED TO THE SI TUATI ON IN 
POLAN D? UOES IT HAVE ANYTHING TO DO 111TH THE LIFTING 
OF MART I AL LAIi? 

A: THE US OFFERED TO NEG OTIATE A NEIi GRAIN AGREEMENT 
WITH THE SOVIET UNION IN APRIL, \/ELL BEFORE THE RECENT 
DEVELOPMENTS IN POLAND. THE DECISION \/AS BASED ON OUR 
VIEi/ THAT GRAIN SALES TO THE USSR CAN BEST TAKE PLACE 
UNDER THE FRAME\IORK OF A LONG-TERM AGREEMENT. 

Q: \/HAT \/ILL THE ALLIES SAY ABOUT THIS EXPANDED 
AGREEMENT IN LIGHT OF OUR EFFORTS TO REACH A NEW 
CONSENSUS ON EAST-I/EST TRADE 111TH THEM? 

A: THE NEGOTIATION OF THE AGREEMENT IN NO IIAY CONTRADICTS 
THE THRUST OF THE ECONOMIC POLICY TOI/ARD THE USSR \IE ARE 
PURSUING 111TH THE ALLIES . OUR GRAIN SALES ARE ON 
COMMERCIAL TERMS AND ARE NOT MADE 111TH GOVERNMENT SUPPORT­
ED CREDI TS OR GUARANTEES. A NEW AGREEMENT WI LL PROV I DE A 
STRUCTURE TO MANAGE THE US-SOVIET GRAIN TRADE. THE ALLIES 
HAVE ALSO MAINTAINED THEIR GRAIN RELATIONSHIPS WITH THE 
USSR . CANADA HAS A LONG-TERM AGREEMENT AND FRANCE HAS AN 
AGRICULTURAL SALES UNDERSTANDING 111TH THE USSR AS \/ELL. 

Q: NOii THAT \IE HAVE A NEIi GRAIN AGREEMENT \/ILL \IE BEGI N 
MARITIME AGREEMENT NEGOTIATIONS? 

A: NEGOTIATIONS ON A NEIi MARITIME AGREEMENT \/ERE 
SUSPENDED IN DECEMBER 1981. THE SUSPENSION REMAINS IN 
EFFECT. 

Q: HOii Ill LL TH IS AGREEMENT AFFECT OUR SHARE OF THE SOVIET 
GRAIN MARKET? \/ILL \IE REGAIN THE SHARE \IE LOST AS A RESULT 
OF THE PARTIAL GRAIN EMBARGO? 

A: PRIOR TO THE GRAIN EMBARGO THE US HAD ROUGHLY A 70 

SHARE OF OF THE SOVIET MARKET . IT APPEARS WE \/ILL NOT 
REGAIN THAT POSITION 111TH THIS NEIi AGREEMENT . \/HAT OUR 
SHARE \/ILL BE DEPENDS ON TOTAL SOVIET GRAIN PURCHASES; 

IF THEIR PURCHASES TOTAL 30 MILLION TONS, FOR INSTANCE, 
OUR GUARANTEED SHARE \/ILL BE ALMOST 30 PERCENT INSTEAD 
OF 20 PERCENT UNDER THE CURRENT LTA. 

Q: WHAT IS THE DOLLAR VALUE OF THE NEIi AGREEMENT? 

A: \IE CANNOT CALCULATE THE DOLLAR VALUE OF THE NEIi 
AGREEMENT WITHOUT KNOWING WHAT GRAIN PRICES WILL BE IN 
THE COMING S YEARS . ONE IIAY TO CALCULATE THE ANNUAL 
VALUE WOULD BE TO MULTIPLY THE ADDITIONAL MINIMUM OF 3 
MILLION TONS BY A PROJECTED GRAIN PRICE, BUT I HESITIATE 
TO SPECULATE TO THAT EXTENT. 

Q: BY SELLING GRAIN TO THE USSR, AREN'T \IE JUST 
FEEDING SOVIET SOLDIERS? 

A: THE US IS ONE OF SEVERAL SUPPLIERS OF GRAIN TO 
THE SOVIET UNION . THIS YEAR OUR MARKET SHARE IS 
ROUGHLY 20 PERCENT COMPARED TO 70 PERCENT BEFORE THE 
1980/81 PARTIAL GRAIN EMBARGO. AS THE PART IAL EMBARGO 
DEMONSTRATES, IF THE US DIQN'T SELL GRAIN TO THE 
SOVIETS, THEY WOULD TURN TO OTHER EXPORTERS TO FILL 
THE GAP. 

GRAIN IMPORTS ENABLE THE SOVIET UNION TO MAINTAIN 
THE POLITICALLY IMPORTANT LIVESTOCK SECTOR, BUT 
ARE NOT NECESSARY TO PROVIDE THE POPULAflON WITH 
A MINIMUM DIET. EVEN IN YEARS OF POOR HARVEST 

UNCLASSIFIED 
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THE SOVIE T UNI ON IS THE 1/0RLD ' S LARGEST PRODUCER 
OF \/HEAT. 

IT IS NOT US POLICY TO CONDUCT ECONOMIC 1/ARFARE 
AGAINST THE SOVIET UNION. \IE SUPPORT MUTUALL Y 
ADVANTAGEOUS, UNSUBSIDIZED TRADE 111TH THE USSR. 

Q: IS THE US GOVERNMENT SEND I NG A POL IT I CAL SIGNAL 
TO THE SOVIET UNION BY APPROVING THIS NEIi AGREEMENT? 

A: THE SIGNAL \IE HAVE SENT All ALONG IS THAT AS PART 
OF OUR STRONG, REALISTIC APPROACH TO THE USSR UNDER 
THIS ADMINISTRATION, WE \/ANT TO EXPLORE WITH THE 
SOV IETS THOSE AREAS \/HERE THE T\10 COUNTRIES CAN 
COOPERATE TO MUTUAL BENEFIT, AND TO MAKE AGREEMENTS ON 
THAT BASIS . GRAINS IS-ONE SUCH AREA. TH IS ACCORD \/AS 
REACHED BECAUSE IT HAS MUTUAL ECONOMIC BENEFITS FOR 

BOTH SIDES . 

~ IS THIS ACCORD A "FIRST STEP " TOI/ARDS NORMALIZING 
US-SOVIET RELATIONS? \/HAT DOES IT PORTEND FOR THE 
ARMS NE GOT I AT IONS? 
A: THERE ARE SER I OUS DIFFERENCES BETWEEN THE US AND 
THE SOVIET UNION WHICH \/Ill NOT BE OVERCOME BY AGREE­
MENTS OF THIS SORT. MOST OF OUR BILATERAL COOPERATIVE 
AGREEMENTS Ill TH THE SOVIETS HAVE BEEN RENE I/ED OR 
EXTEN DED AS THEY EXPIRED ; WHERE THIS DID NOT HAPPEN, 
IT \/AS AS A SANCTION AGAINST SOVIET INTERNATIONAL 
MISCONDUCT; AND EXCEPT \/HERE THESE SANCTIONS HAVE 
BECOME OUTMODED, AS IN THIS CASE, THE PROGRAM REMAINS 
IN EFFECT. WE REMAIN CONCERNED ABOUT THE USSR' S 
BEHAV IOR--INCLUDING ITS MILITARY BUILDUP, ITS 
GEOPOLIT ICAL EXPANSIONISM AND ITS RECORD OF HUMAN 
RIGHTS VIOLATIONS--AND Will CONTINUE TO MAKE CLEAR TO 
THE SOVIETS THAT THERE CAN BE NO BASIC IMPROVEMENT IN 
THE RELATIONSHIP UNTIL THEY ARE RESPONSIVE TO OUR 
CONCERNS ACROSS A BROAD FRONT. THE AGENDA INCLUDES 
HUMAN RIGHTS, ARMS CONTROL AND REG IONAL ISSUES AS \/Ell 
AS BILATERAL ISSUES LIKE TRADE . \IE ARE NOT STEPPING 
BACK FROM OUR STRONG POLICY OPPOSING SOVIET MISBEHAVIOR. 
\IE WELCOME THIS AGREEMENT AS A SMALL, POSITIVE 
STEP OF BENEFIT TO BOTH SI DES, BUT \IE DO NOT YET SEE 
ANY CHANGE IN SOVIET BEHAVIOR OVERALL, NOR DO WE SEE 
HOii THE AGREEMENT HAS ANY IMPLICATIONS FOR THE ARMS 
CONTROL TALKS IN GENEVA. 

Q: HOii CAN \IE FEED THE SOVIET UNION AT THE SAME TIME 
WE ARE CONDEMNING THEIR MEDDLING IN CENTRAL AMERICA? 

A: THE ADMINISTRATION'S POSITION ON CENTRAL AMERICA 
IS \/Ell KNOIIN, AND THE SOVIETS HAVE BEEN WELL Al/ARE OF 
OUR STRONG VIEWS CONCERNING THEIR APPROACH TO THE 
TENSIONS IN THAT AREA. I \/ILL NOT GET INTO THE 
SUBSTANCE OF OUR DIPLOMATIC EXCHANGES ON THIS TOPIC. 
BUT WE DO NOT FEEL THAT SIGNING THIS AGREEMENT COULD 
AFFECT THE SITUATION IN CENTRAL AMERICA ONE 1/AY OR THE 
OTHER. GIVEN THE CURRENT OVERSUPPLY OF GRAIN ON WORLD 
MARKETS, THE SOVIET UNION CAN PROCURE All THE GRAIN 
IT NEEDS FROM OTHER SOURCES. THE ONLY PEOPLE \IE 
WOULD PUNISH BY NOT SELLING GRAIN TO THE SOVIETS WOULD 
BE AMERICAN FARMERS. SHULTZ 
BT 
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FOR THE SECRETAR Y 
DEPT. PASS EL ECTRONI CALLY ONLY BROC K; 
USDA BLOCK , NSC MR . MC FARLANE 
HARPER 
E. 0. 12356 : N/A 
TAGS: ECON, UR, US 
SUBJECT: US-SOVIET NEGOTIATIONS ON NEW LONG TERM GRAINS 

AGREEMENT 

1. US AND SOVIET DELEGATIONS HAVE REACHED AGREEMENT IN 
DRAFT ON A NEW 5 YEAR L TA WHICH PROVIDES FOR A . 9 PERCENT 
INCREASE IN THE SOVIET MINIMUM PURCHASE LEVEL TO 9 • 
MI L LION METRIC TONs PER ANNUM. A I SOVIE T OPTION, UP TO 
I MI LLION TONS OF YAE MlihMUIVI COULD BE SATISFIED BY 
PURCHASES OF UP TO 500 , 000 TONS OF SOYBEANS AND / OR 
MEAL . AT LEAST 8 MILLION TONS MUST BE WHEAT AND CORN . 
PURCHASES OF CORN AND WHEAT MUST BE IN APPROXIMATELY 
EQUAL PROPORATION. THE NEW MAXIMUM IS 12 . (THE RANGE I N 
THE CURRENT AGREEMENT IS 6-8. l NO DELIVERY ASSURANCES 
WERE GIVEN BEYOND THOSE CONTAINED IN ARTICLE 2 OF THE 
PRESENT LTA . THE BALANCE OF THE AGREE MENT REMAINS 
LARGELY UNCHANGED. THE SHORT SUPPLY PROVISION , 
HO WEVER , WAS DROPPED IN VIEW OF THE ADMINISTRATION 
POLICY ON THIS ISSUE AND THE DURENBURGER AMENDMENT . ALSO 
AN ARTICLE WAS ADDED RELATING TO USG " GOOD OFFICES" IN 
DE ALING WITH ISSUES RELATED TO QUALITY OF GRAINS . 

2. THE DRAFT AGREEMENT ACHIEVES OUR KEY OBJECTIVES OF A 
SUBSTANTIAL INCREASE IN THE MINIMUM PURCHASE LEVEL , 
AVOIDING "PREFERENTIAL " TREATMENT OF THE USSR , AND 
MAINTAINING THE BASIC FRAMEWORK OF THE PRESENT 
AGREEMENT . THE NE GOT I ATI ONS WERE FRANK , BUSI NE SSL I KE 
AND OCCASSIONALL Y DI FF I CULT . THE SOVIETS , HOWEVER , 
EXPRESSED THEIR DESIRE AT THE OUTSET TO REACH AGREEMENT 
IN VIENNA AND AGREED TO INCREASE THE MINIMUM EVEN THOUGH 
THEY HAD ARGUED DURING THE DISCUSSIONS THAT RAISING THE 
MINIMUM TO 9 WOULD CAUSE THEM DIFFICULTIES WITH OTHER 
SUPPLIERS. IN THIS CONNECTION THE SOVIETS STATED THEIR 
HOPE THIS INCREASED GRAIN TRADE WOULD CONTRIBUTE NOT ONLY 
TO ECONOMIC RELATIONS BUT TO OVERALL RELATIONS AS WELL. 
CLEARLY , THE SOVIETS PLACE GREAT ECONOMIC VALUE ON AN 
LTA WITH THE U. 5. AS AN ASSURED SOURCE OF SUPPLY. THEIR 
WILLINGNESS TO AGREE TO A MINIMUM OF NINE NOW, AFTER 
ARGUING ~HROUGH 2 PREVIOUS SESSIONS THE HIGHEST THE Y 
COULD ACCEPT WAS 6 , SUGGESTS A POLITICAL DECISION WAS 
MADE TO DEMONSTRATE WE CAN REACH AGREEMENT ON AN ISSUE OF 
MUTAL BENEFIT DESPITE OUR DIFFERENCES ON OTHER 
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OUTSTANDING ISSUES . 

3 . THE DRAFT AGREEMENT IS SUBJECT TO FINAL REVIEW B Y 
GOVERNMENTS DN THE BASIS THAT ANY CHANGES WILL BE 
NON-SUBSTANTIVE. VON DAMM 
BT 
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