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MEMORANDUM FOR: The Honorable W. Averell Harrimen
Uhéer Jecretayy for Political Affairs
Department of State
Wm, D. C.

SUBJECT: Comnents on TR Memorandum Entitled "Soviet

Mapeuvering on Whest Deal with US”" (RSB-133,
October 2, 1963)

The attached subject comments were prepared before the
President's announcement of the vheat sale yesterday. HNever-
theless, I t'hou&;hi:j they might be of some interest to you.
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THIS DOCUMENT CONTAINS CODE WORD MATERIAL

WARNING

This document contains classified information affecting the national
security of the United States within the meaning of the espionage
laws, US Code, Title 18, Sections 793, 794, and 798. The law prohibits
its transmission or the revelation of its contents in any manner to
an unauthorized person, as well as its use in any manner prejudicial
to the safety or interest of the United States or for the benefit of any
foreign government to the detriment of the United States.

THIS DOCUMENT MUST BE KEPT IN COMMUNICATIONS
INTELLIGENCE CHANNELS AT ALL TIMES

It is to be seen only by US personnel especially indoctrinated
and authorized to receive COMMUNICATIONS INTELLIGENCE
information; its security must be maintained in accordance with
COMMUNICATIONS INTELLIGENCE REGULATIONS.

No action is to be taken on any COMMUNICATIONS INTELLI-
GENCE which may be contained herein, regardless of the advantages
to be gained, unless such action is first approved by the Director
of Central Intelligence.
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3C-11009/63
9 Oatober 1963
MRERANDR FOR: Deguty Director (Intelligence)
STBICT m« on ISR Meworsndum Butitled "Soviet
' on ¥Wmat Deal with 8" (R3B-133,

asevering
Oeteber 2, 1963)

l. Our first comoern sudject memoranfun is the
WR%M&GWM%Mm"Wt

the Soviets =might fesl they could use thelir interest in
amum for bringing sbout chenges in B policy that
wld result iz xore geueral relmeation fn US-Soviet trade. W do
mmwmmmmawzamsmwmtm

with the U5 in this context. are in & poor bergalnsing position,
although other Free Sorld mmmmextm
mmmmmmmm, in the

 mesorendun. The Goviets have a better wsler z of the

they fuse with r wmnmmmmmm
MWQﬁtﬂm % for. At the seme time, §t seens clear
thak mm@mmammwwmmmm

Mﬁﬂﬁnwﬁwkplm, preswiedly st world
] as’bheui be wiliing
T E S S E R S

mhmwumaw"w in M legisiation.
In oy event, we Would not ewpect the Soviets to use 2 whent deal
for shtuining poiitical convesnions,

3

& NSA 3. mmwmmmm&mm
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"TRANSMITTAL SLIP | 4 Oc..ber 63

TO: :
| AD/BR'/M%:‘,){ ’g}b

ROOM NO. " | BUILDING

REMARKS:

Pls note Mr. Cline's request
for brief comments.

e wr & wd%ﬁb #
/5(\ | 'ié”" > o
ol b';b{’ - T

R

e

zf
%ﬁ /J C Sl ?/ész

FROM: DDI

R007Mﬂ% 9 ‘ BUILDING Exgiﬁ})ﬂf

FORM NO 2 4'] REPLACES FORM 36-8 2L GPQ ;1957—O0-439445 @7
1 FEB 55 WHICH MAY BE USED.
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i, @eneral relaxation in US restrictions on U3
AN oL . . Lo i

tii Estimated Degrde of Soviet Need R IS 3

CL 0 Oup tentetive estimate of this year's Soviet wheat o

that. present availabilities, ineluding the most recent . ,

about 8 million tons from Canada. and Australia, should teks' care of dontes
ie coni essential exports, and: possibly some replenishment of::_j

w

indications, however, that the Hoviets arve interested:
tles of wheat. Soviet negotiators :lnd.i-v;.nc‘.

nadiasns that they night be interested in a total of 10 to
Private US whea: 1ked to the Boviets in

have indicated that the USSR rested in buying 3 million
tons of wheat from the us. S} Lo N T

' '

' hny eAditional whest Bought by the ‘Soviets vould probably be used
for bullding up Soviet reserves » | for exports to Bastern Burope, and. -
ﬂ oseibly for exports to certain fres Even if existing

n will be under
tp meet at least part of these additional requiremez;ts oy

4> i some instences, wheat experts play a role in Soviat tactics in -
.dealink with free-world countries; the recently concluded Soviet-Brazil'ian;t
‘ {tr&de ‘agréement, for example » Provided that the USSR would step up export
of wheat to Brazil from about 400,000 tons in 1962 to 500,000 tons this"
© . Excluded from sutoratic downgreding - L
o : enl deolassificntion oD '
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. year-and 600,000 tons in 196L.. Moscow will probably have to withdraw

© temporarily as a waical exporter to the principal West Buropean countries;

*. . there have been irdicutions that the Soviets are extricating themselves
#. from delivery contracts in Burope, and UK grain circles report that no

Boviet grain is being offered there for the current seascn. Nevertheless,

the Soviets probably wish to continue certain politically desirable wheat.

" exports outside the bloc. | R B

- "":_-Soviet‘ Alternatives to Purchasing from the US - _:? | |

A

\ o o AR

. The foregoing suggestsLthat Soviet requirements for additional wheat
- may be for export or reserves, and prosably not to avoid ebnormal food
- shortages in the urban areas of the US3R. : ’

. Furthermore, although at the momeat there are no large stocks of .
. wheat (of a magnitude of several million tons) evailable for purchase - -
" anywhere but in the US, the Australian and Argentine crops to be harvested
;. this winter would be availeble sometim: before the 196l Soviet crop enters.
- consumption channels.. (Part of the recent Soviet purchase of Australian:
i wheat will in fact come from this winter's crop.) This would represent, *:
", a gizeable potential source of supply, since during the 1962-63 season -
“combined Australian and Argentine production, minus domestic consumption®
" totaled nearly 9 million toisu The Canadians might also be sble-to .{;j
. 8upply some additional quantities out of the 1963 crop. o

4

8 ~ Another possible alternative would be purchases of US wheat using-
‘European dealers es intermediaries. . The recent Soviet purchase from -,
‘West Germany of 250,000 tons of wheat 1lour, which will apparently be .
ground from US wheat, illustrates yet another possible source of SuUpply.

The Soviets would probably be very reluctant to pay the US a high
 Price for additional wheat either in mcney te.ms or in political con-

. cessions, even if alternative scurces o7 supply were not available. 'If'"
- ‘necessary, they would probaﬂly prefer further to cut back exports or to’

.. take a chance on getting by with reduced reserves.

e
ot

| . .
. ~ The Soviet feed-grain situation iz extremely tight: available
‘v, 8upplies will apporently be insuliicient to maintain livestock herds at i
- present levels. Thisc may lead the Soviots to seek US feed grains, S
- particularly corn. ' Although there axe no major sources of feed graine
‘- other then the US, the USSR would net Le forccd to buy corn from tho US .
at any cost; a principal alternative wculd be to cut back the livestock
*'herds by increased slaughtering, . . g e SRR A R
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Althouigh the Suv oin wave been hinting that they may need another .
“ 7 3 million tons of waeus, thus far they have refrained from making & 3
- concrete proposal. Some disillusionment has been evident on the part e
of US brokers who have been talking with Soviet representatives in
. Canasda. The joint corporation formed by certain US brokers to deal :
with the Soviets has apparently broksn up, and comments by one major -*
 company which withdrew from the negotiations indicate that the Soviet
: Union is seeking wheat from US Goverument stocks, possibly on credit. -
- Former Soviet Ambassador t¢ the US Menshikov told a newsman in New York.
+ that a first step would be|for "Congress to change its reguletions,"
"~ acknowledging that he had in wmind th: Johnton Act. A Soviet Embassy:
- official in Washington told the press that his government would like
.- to get betler terms from the US than it got from Canada.

Y
LR

3 It seems clear from Soviet actions that Moscow is convinced it L
" holds at least some of the trumps in the wheat game. The Soviets have’
undoubtedly been taking note of the cager reactions in Congress and in-
.. the US press to rumors of a wheat sale to the USSR. It is by no means -
. inconceivable that they may have begn fathering such rumors in part .
- for their effect on US trade pelicy. They might well -feel that they are -
. in a position at one blow to cbtain an additional amount of grain to eass
-+ their allocations problemsiand at the same time to bring about changes

- 1in US policy on US-Soviet trade. They obviously are reluctant to con= .
i tract for US wheat within the framework of existing US regulations.
.'-" Menshikov's comment suggests that Johnson Act restrictions are a prime .
. target. The Soviets may caleculate tiat once they have obtained long-
. term credits from US businessmen, most-favored-nation tariff status
might shortly follow to facilitate rcpayment of the credits.

L In eny case, the Soviets probably are fishing for some affirmative
- Administration action on wheat, preferably steps which would breach the -
wall of US restrictions and thus strengthen the Soviet bargaining posi-:’
- tion in any future negotiations on more generel tiede questions. As & .
Lo T minimum, the Soviets probably want prior assurance of Administretion I

.. support for a wheat transaction, so that they will not be in the position
.7 of being turned down on a formal proposal.,. R TIPS B v
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