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GRAIN EMBARGOES



THE WHITE HOUSE TER PEIsTLI0T EAS SEEN. e

WASHINGTON

September 17, 1976

MEMORANDUM FOR: DICK CHENEY
FROM: JIM CAVANAUG -~

SUBJECT: Grain Embargoes

Attached is the public record of the President on
grain embargoes, including his comments and
statements at press conferences as well as a
selected group of news clips. Agnes Waldron pulled
this together and I think did an excellent job.
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Administration Position

—tet.

The Administration supports farm policies that lead totfair
returns to farmers from market-oriented production and ~r—-"
assures consumers plentiful supplies of food and fiber.

&

The President said on August 18, 1975:

"Be assured -- and I say this with emphasis -~ this Administration's
national farm policy is and will continue to be one of full
production, It is good for everybody. It is a policy of fair
prices and darn good income for farmers through commercial sales

of their products on a worldwide basis."

Presidential Documents
vol. 11, No. 34, pg. 866

In contrast, for nearly 40 years American agriculture was
dominated by government production controls --- cutbacks and
curtailment of growth in the agricultural plant -- all in the name
of stability. The farmer was "stabilized" with an income only
about two-thirds of the income level of his urban neighbors.

And most of the help from government price-support and acreage
diversion went to those whose incomes were already above the
average, rather than to the smaller farmer.

However, we now have a policy that offers maximum incentive to
those who produce food. The combination of market orientation
and unrestricted production permits farmers to use their resources
fully.

The American farmer has now been freed from dependence on Federal
Treasury payments not to produce. Under the high price support
structure of earlier years, the government -- instead of the
marketplace -- was the highest bidder for farmers' crops. 1In

1969 farmers received 27 percent of their realized net income
from government payments, Now, they receive only about 2 percent,
principally disaster and conservation program payments.

While per-bushel/per-bale payments have been discontinued, provision
have been retained in farm legislation for government loans on the
major crops; for payments to farmers if prices fall sharply, and

for standby acreage diversion. Loan rates on major U.S. farm
commodities have been set at levels which provide government
financing for farmers who cannot get it from private sources,

but which preclude widespread government acquisition and permit
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these commodities to compete in domestic and world markets.
While government retains a backup role in agriculture, it is

no longer cast in the leading role of farm manager., Farmers are
now producing at record or near record levels with high farm
income because government has finally moved out of the farmer's
way.

In the past few years, the American farmer has shown what he

can do without government controls. He produces enough to feed
more than 215 million Americans, plus millions more overseas.

The government has not curbed the production of wheat or feed
‘'grains since 1973, or cotton since 1972. Sixty million acres,
previously held idle, have been released, and 38 million acres
have been brought back into production. Total acreage planted for
major crops has climbed from about 291 million acres in 1969 to

an estimated 335 million acres planted by farmers for 1976.

What we are really talking about is food security, both here and
abroad. The best food security arises from a policy which en-
courages profits in agriculture; a policy that gives farmers

the economic incentive to maintain and increase production;

and a policy that permits farmers and the trade -- instead of
government -- to carry food reserves. The facts speak for
themselves;

- Realized net income from farming averaged $26.8 billion from
1973 through 1975. This compares with an average of $12.1
billion in the 1960°'s.

- Responding to signals from the marketplace instead of from
government planners., U.S. farmers are growing more grain than
ever before. 1In 1975 they produced 5.8 billion bushels
of corn and 2.1 billion bushels of wheat.

- Privately-held wheat stocks on July 1, 1976 totaled an
estimated 540 million bushels, exceeding the previous high
on July 1, 1975 by more than 200 million bushels. On
July 1, 1976, the government owned no stocks of wheat or
corn and held only 17 million bushels of wheat and 59 million
bushels of corn under loan.

Coupled with significant improvements in farm income and changes
in production is a pronounced turnaround in the rural demographic
profile. The average age of U.S. farmers -- which was long
thought to be too high while going higher -- is now going down.
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In 1970 only 14.6 percent of all farmers were under 35 years of
age. At the start of this year, 20.8 percent were below that
age level, '

Another trend that has been virtually halted in the decline

in U.,S. farm population., The mass exodus of nearly 30 million
people from farms since the beginning of World War II has been
called the greatest migration of its kind in history. It seems
to be nearly over. The business of farming has again become
economically attractive. Rural communities are thriving. This
has given younger people a greater incentive to remain on farms
and to choose careers in agriculture. Between 1970 and 1974 the
average annual decline in farm population was only 1,2 percent,
Such a low rate has not been observed since the end of World War II
when returning veterans poured back onto farms,

The rate of decline of the number of farms has also slowed
significantly. The total decline in the number of farms over
the last four years is less than the decline in 1968 alone.

In the 1970's, under the impetus of a market oriented policy,
U.S. farm exports have continued year after year to surpass all
previous annual export totals. U.S. farm exports have jumped
from $6.7 billion in 1970 to over $22 billion this fiscal year.
Consumers as well as farmers benefit from these exports, which
strengthen the dollar in relation to foreign currencies, making
overseas purchases, including petroleum, easier to afford. The
United States is in the farm export business to stay.

In discussing the importance of exports, the President said on
January 5, 1976:

"I want to remind those who would minimize our national
strength that over one-half of the grain moving across
international boundaries throughout the world is grown

by you, the American farmer, and we are proud of your
efforts and your results . . . It is imperative that

you maintain the freedom to market crops and to find
customers wherever you can. Strong agricultural exports
are basic to America's farm policy and the freedom of every
farmer to manage his own farm.

"You should be rewarded . . . for producing each year much
more than we consume at home. You must -- and I emphasize
must -- export two-thirds of each year's wheat crop or cut
back production. You must export 50 percent of our soybeans
or cut back production. You must be able to export more than
55 percent of your rice crop or cut back production. You must
be able to export 40 percent of your cotton or cut back pro-

duction. You must export at least one~=fourth of your feed
grain or cut back production. '
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", . . This agreement is in the interest of both the American
farmer and the American consumer. It prevents the Soviets
from disrupting our markets. As we have seen over the years,
disruptive and unpredictable purchases lead to such problems
as Congressional demands for export control and the refusal
of unions to handle grain shipments, We have now assured
American grain producers that at planting time they will have-
a much more reliable indication of how large an export market
there will be at harvest time, and that is good for all of us.

"This American livestock producer will have a better idea of
his feed sqpply. The American consumer will know that grain
will be moving overseas in a regular flow and be assured there
will be adequate food at home,

"We have transformed occasional and erratic customers into
‘regular customers. We have averted an outcry every year that
the Russians are coming to make secret purchases in our
markets. The private marketing system has been preserved.
Record exports are moving right now., . ."

Presidential Doclments
vol. 12, No. 2, Pg. 23

Administration Actions

Agricultural Policy Making. On March 5, 1976, President Ford
created a new Agricultural Policy Committee with Secretary Butz
as chairman. This Committee replaced two prior committees and
consolidated and streamlined domestic and international food
policy making under a single group.

General Farm Policies. The Administration supports farm policies
which foster a market-oriented agriculture to return basic
management responsibilities to farmers as they produce for
domestic and export markets. =

The Administration supports the Agriculture and Consumer
Protection Act of 1973, which extended and amended the
Agricultural Act of 1970 to assure consumers plentiful supplies
of food and fiber at reasonable costs by allowing for a more
market-oriented production.

There have been no acreage restrictions for cotton since 1972

and none for wheat or feed grains since 1973. This has been

done to insure adequate supplies to meet both domestic and
export demands while avoiding significant inflationary pressures
on food prices. The Administration started a similar program

for rice in 1976 as a result of new rice legislaton signed by the
President in January 1976.
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and negotiation of a long-term agreement on grain sales to the
Soviets. On October 20, 1975, the President announced an
agreement with the Soviet Union on grain purchases and re-
sumption of grain sale negotiations. This agreement, which
relates to five crop years, commencing October 1, 1976, and
running to September 30, 1981, is designed to benefit American
farmers and consumers by providing a framework for regqular sales
of wheat and corn. Under this agreement, the Soviet Union is
committed to purchase a minimum of six million metric tons of
corn and wheat annually at market prices. This assures the
American farmer that the Soviet Union will be a regular grain

" buyer and calmed consumer unrest over erratic soviet purchases.

On August 12, 1975, Secretary Butz and Japan's Agriculture
Minister announced an informal agreement whereby the Japanese
are expected to purchase approximately 3 million tons of wheat,
3 million tons of soybeans, and 8 million tons of feedgrains
in each of the following three years at market prices.

The Trade Act of 1974 provides the President with the
negotiating tools needed to seek further liberalization of
world trade. The first general round of Multilateral Trade
Negotiations in underway in Geneva with a major goal being a
freer trade system which could benefit American agriculture
through increased exports of farm products. The Administration
holds. the position that trade concessions should be negotiated
for industrial and agricultural goods simultaneocusly.

In early 1976 the President took a position against restraints
on trade in asparagus and again in early September he took a
similar position on trade in honey.

Palm 0Oil Policy. On July 29, 1976, the USDA announced that
henceforth the United States would oppose financing by the World
Bank and similar international agencies for the expansion of
palm oil production in other nations for export.

Food Grain Reserves. On September 1, 1975, Secretary of State
Kissinger outlined to the UN General Assembly the U.S. proposal
for an international food grain reserve that would allocate
responsibility for holding reserves based on wealth, production
and trade; provide quantitative triggers for the release and
acquisition of reserves; give assured access to supplies to
nations which fully participate; and grant special assistance
to developing countries.
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Milk. On March 26, 1976, the President signed a proclamation that
Stops the evasion of import quotas in nonfat dry milk. The
proclamation establishes a zero import quota on mixtures of
nonfat dry milk and other ingredients.

Secretary Butz on January 3 and October 1, 1975 and again on
April 1, 1976, announced increases in the support price for
milk which provided 80 percent of parity at those times. This
was done to encourage dairy farmers to increase production
and continue dairy farming in the face cf higher input costs.

On January 30, 1976, President Ford vetoed S.J. Res, 121, which
provided for milk price supports at 85 percent of parity with
quarterly adjustments in the support levels. The President
stated that the higher supports would saddle taxpayers with
additional spending, would stimulate excessive production of
milk and lead to larger surpluses and would increase consumer
prices. This veto was sustained on February 4 in the Senate.

The President has directed the Secretary of Agriculture to

review dairy price supports quarterly. .
Wheat. The Secretary of Agriculture on April 10, 1976, increased
the wheat crop allotment to 61.6 million acres for 1976 from 53.3
million acres in 1975. This measure gives farmers additional
income and disaster protection without disrupting production

for commercial markets.

Sugar. President Ford issued a proclamation on the Establishment
Oof Tariffs and Quotas of Certain Sugars, Syrups and Molasses on
November 18, 1974, increasing the sugar import quota effective
January 1, 1975, to 7 million short tons in order to encourage
the import of additional sugar for domestic consumption and

thus moderate sugar prices,

In the beginning of August 1976 the Enteragency task force on
sugar reconvened to investigate causes of sugar price decline
and prospects for domestic sugar producers.

Coffee. The Administration supported the International Coffee
Agreement negotiated in the winter of 1975/76 and ratified by
the Senate in the summer of 1976.

Fuel and Fertilizer Supplies. Fuel and fertilizer monitoring
activities were instituted by USDA in the Spring of 1973 so that
scarce supplies could be reallocated and maximum food production
maintained during a period of scarce input supplies. An
Interagency Fertilizer Task Force continues to monitor fertilizer
exports, plant capacity, and inventories. Fertilizer prices are
down sharply from 1974-75 levels, :

—
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Beef and (Otton Promotion, The President signed the Beef
Research and Ipformation Act in May 1976 and the Cotton
Promotiut Agt in July 1976 to facilitate producers' efforts
to pool |heir resources for o facilitate research activities,

PCL
9/15/76
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Administration Position fi 1ﬁ

Rural development means making rural America a better.plgggmfo
live and to work, To achieve this, rural areas must provide:

-- Improved conditions for economic development (including
a prosperous agriculture and increased non-farm jobs
opportunities) ;

" -~ opportunities for human resource development (including
better community, health and education resources and programs);

-— more adequate community facilities and improved physical
‘ environment; and

-- and equitable distribution of these benefits among the
population,

Early in the 1970's the long outmigration of millions of rural
and smalltown people to urban centers reversed. Rural areas
are now growing at a faster rate than metropolitan areas.
Nonmetropolitan non-farm job opportunities are increasing at

a rate twice as fast as job opportunities in city areas. The
principal forces generating changes in rural areas during the
last half of the 1970's will continue to be local community leader-
ship and the free enterprise system, Governmental financial
and technical assistance can supplement, but cannot substitute
for, those two factors., Federal assistance will not be avail-
able in sufficient quantities to determine the course of
development in rural areas. Nor can Federal officials
effectively coordinate developmental processes. State

and local governments and leadership must provide the primary
coordination and direction for community development.

Administration Actions

The Administration policies for a market-oriented agriculture to
meet domestic and export food needs have contributed significantly
to the welfare of rural people. Under these policies, since
passage of the 1973 Farm Bill, average net farm income has

more than doubled over the level of the 1960's. This has had a
major multiplier impact on rural businesses and employment,

The Administration favors efforts by FmHA to supplement credit
available from the private sector and wants to assure that
resources will be provided for a balance of growth between
rural and urban sectors of American society. In this regard,
the Administration is supporting enactment of H.R. 14641, a
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bill which substantially increases the Farmers Home Administration
loan limits for farm operating and ownership loans, and expands
eligibility to include family farm partnerships and corporations.
On July 12, 1976, the President signed the Department of
Agriculture Appropriation Bill for fiscal year 1977, which
increases farm ownership and other agriculture assistance loans
by $150 million over this year, and signed PL 94-305, which makes
it clear that the SBA shall provide financial assistance to small
agricultural enterprises which cannot obtain financial assistance
on reasonable terms from non-Federal sources, This latter action
makes the SBA business loan and disaster loan programs available
to help farmers to finance growth and modernization, to re-
habilitate property damaged by natural disasters and to comply
with certain health, safety and environmental statutes and
regulations,

In addition to major new programs instituted to assist community
development and to stimulate business and industrial growth in
rural America, the Administration has greatly expanded existing
Department of Agriculture programs to provide housing, electricity,
community facilities and other benefits to rural citizens.

In addition to its regular REA loans to help rural areas meet
electric and telephone service needs, the Administration has
implemented the REA loan guarantee program to assure financing
for construction of power generation facilities in rural areas.
During fiscal year 1975, the commitment level for guaranteed
electric loan was $1.2 billion,

The Administration's housing policy for small towns and rural
areas, as well as for urban and suburban neighborhoods, is to
facilitate the development of housing in the private market,
Direct Federal assistance is also provided for low-income famllles
to enable them to obtain decent housing and suitable living
environments. Three major Federal agencies-the Farmers Home
Administration in the USDA, HUD, and the VA-administer housing
programs which assist rural families of modest means gain access
to ownership or rental of adequate housing. Although HUD is
often depicted as an "urban" oriented agency 20-25 percent of

its subsidized housing assistance is earmarked for non-
metropolitan areas by law. In furtherance of this mission, the
President recently signed the USDA Appropriations Bill for fiscal
year 1977, which provides for over $3.7 billion in housing loans
and grants-an increase of $500 million from the fiscal 1976
appropriated level,
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Our total Farmers Home Administration and Rural Electrification
loan and grant programs were an estimated $8 billion in 1976
versus $1.9 billion 1969. Those FmHA and REA programs break
out this way: Agricultural credit programs in 1976 were an
estimated $1.8 billion, more than twice as large as the $710
million in 1969. Housing loans were over $2.5 billion versus
$498 million in 1969; Community programs, $767 million vs.
$189 million; Business and Industrial programs, $350 million
vs. none; Rural Electrification programs, $2.6 billion vs.

$470 million.

In 1975, the Administration allocated $9.65 million to the

Rural Highway Public Transportation Demonstration Program as

a new grant program under the Federal-Aid Highway Act of 1973

to improve the quality and effectiveness of public trans-
portation in rural areas. ' Under this two year demonstration
program the full amount was obligated for 1976 and 1977 programs
along with $15 million of FY 1976 funds.

The Administration has proposed a comprehensive Rural Trans-—
portation Assistance Program in a highway bill that would consolidat:
several existing programs and give State and local governments
increased program flexibility.

The President has also made two important transportation
regulatory reform proposals which will be very helpful to rural
areas: (1) The Administration's proposed Aviation Act of 1975
will yield major benefits to the nation's air travelers. It will
be especially important to small communities who have suffered a
continuous erosion in the availability of air service, largely
because of the presently overly restrictive regulatory system;
and (2) the proposed Motor Carrier Reform Act will improve service
to small communities by relaxing regulatory restrictions on entry
and pricing which currently make small community freight un-
attractive to some carriers.

The Department of Agriculture has established a program to pro-
vide one-stop Agricultural Service Centers to improve delivery

of agricultural conservation and community development programs
for rural areas. As of July 30, 1976, over 1119 centers have been
designated and about 456 were operational,

Several other departments and agencies of the Federal government
devoted major resources to rural development. These include

the Department of Commerce, the Department of Health, Education
and Welfare, the Department of Housing and Urban Development
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and the Small Business Administration. Among other Administration
programs which make significant contributions to growth and the
quality of life in the rural sector are programs flowing from the
~Housing and Community Development Act, the National Health
Planning and Resource Development Act, and the Comprehensive
Employment and Training Act. On the whole, the Administration
has substantially expanded the scope and the funding levels

of federal programs providing rural development assistance.

PCL
9/1/576
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AGRICULTURE

"Over one-half of the grain moving across international
boundaries throughout the world is grown by you, the American
farmer, and we are proud of your efforts and your results...
It is imperative that you maintain the freedom to market
crops and to find customers wherever you can. Strong
agricultural exports are basic to America's farm policy
and the freedom of every farmer to manage his own farm...'

- President Gerald R. Ford
January 5, 1976

The two years of President Ford's Administration have
been among the best years in the history of agriculture.

Combining a new market-oriented, full-protection food
policy with expanded markets and a leveling trend in
production costs, producers have increased net farm income
from an average of $24 billion in 1972-73 to a $26 billion
average during the past two years.

Freed of production controls on wheat, feed grains, and
cotton, growers have put over 57 million "set-aside" acres
back to work. Peaceful world conditions coupled with growing
demand have enabled U. S. farmers to expand their exports
in 1976 to an expected $22 billion -- an all-time high.

By comparison, farm exports in 1972 were at $8 billion.

The President's inflation efforts, which have lowered
the rate of annual inflation from twelve percent in the
1973-74 period to roughly six percent today, have also
stabilized the long upward surge in farm production expenses.
These efforts slowed retail food prices rises to three to
four percent in 1976 compared to a fourteen and one-half
percent rise in the 1973-early 1974 period.

The President also launched, in 1974, a far-reaching
effort to relieve emergency global foods needs and to
provide developing nations with economic, trade, credit
and other self-help assistance. He asked all nations to
join in a global food and energy strategy at the 1974
World Food Conference. 1In the last year, he consummated
a five-year grain sales agreement with Russia that will benefit
both American producers and American consumers. In addition,
the Administration set up a system to continuously monitor
export sales of farm commodities following global shortfalls
in grain production.
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Under the leadership of President Ford and
Secretary Butz, the Administration has also:

-—- Taken steps to assure that global grain reserves
will be held in private hands and by consuming nations.

-- Made it clear that farm embargoes would be a thing
of the past.

-- Launched a strong effort to reduce Federal estate
taxes to enable farmers to keep their farms in the family.

-- Cleaned up abuses in grain export inspections.

A}
-- Supported bonding of livestock packers so farmers
will receive payment for livestock in case of packer
bankruptcy.

-- Negotiated voluntary import quotas on beef.

-~ Announced in July, 1976 a "School Lunch" beef purchasing
program that will help alleviate unprofitable conditions
faced by beef producers. -

-- Provided emergency relief to numerous rural areas
affected by drought,flood and other adverse weather
conditions. '

-- Increased Commodity Credit Corporation loan rates
(in February, 1976) for corn from $1.10 to $1.25 and for
wheat from $1.37 to $1.50, while reinstating a soybean
loan program with a loan rate of $2.50 per bushel.
President Ford also stopped evasion of non-fat dried
milk import quotas, increased the support price of milk
three times during the past two years to bring it to
80 percent of parity, and embarked upon a massive effort
to relieve farmers and others of unnecessary, costly and
unwise regulation and red tape flowing from Federal depart-
ments and agencies.

As a result of actions by the Ford Administration net
farm assets increased from $313 billion in 1973 to
$427 billion in 1975. During the last two years the decline
in the number of operating farms has been reversed, and the
farm population has been stabilized. 1In short, progress on
the farm front has been solid and substantial.
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ISSUE: Grain Exports

Administration Position _ L o
On January 5, 1976, the President said:

"I want to remind those who would minimize our national strength
that over one-half of the grain moving across international
boundaries throughout the world is grown by you, the American
farmer, and we are proud of your efforts and your results . . ..
It is imperative that you maintain the freedom to market crops
and to find customers wherever you can. Strong agricultural
exports are basic to America's farm policy and the freedom of
every farmer to manage his own farm.

"You should be rewarded . . . for producing each year much

more than we consume at home. You must -- and I emphasize must
-- export two-thirds of each year's wheat crop or cut back
production. You must export 50 percent of our soybeans or cut
back production. You must be able to export more than 55 percen
of your rice crop or cut back production. You must be able to
export 40 percent of your cotton or cut back production. You
must export at least one-fourth of your feed grain or cut back
production.

"In short, you must export to keep farming profitable in America
You must export if we are to keep a favorable balance of United
States international trade. You must export if you are to
prosper and the world is to eat. This is the farm policy that
is bringing new life to our rural countryside.

"Food, as all of you know, 1s now our number one source of
foreign exchange. Farm exports last year totaled nearly

$22 billion. Our favorable $12 billion balance in international
agricultural trade offsets deficits in nonagricultural trade.

It strengthens the American dollar abroad. This helps to pay
for the pertoleum and other imports that are vitally essential
to maintain America's high standard .of living . . .

’
"Last summer, the Soviets suffered another extremely short crop.
They, again, turned to the United States' farmers for supplemeni
grain supplies. A temporary hold on new sales to the Soviets w:
macde only after they had become our largest foreign customer by
purchasing 9.8 million metric tons of grain -- 375 million bush«
There was, as you know, deep concern at that time about our awn
corn crop. Although the wheat harvest was nearly completed by
July, our feed grzin crop was still somewhat uncertain . . .
Pressures in the Congress were increasing to halt all private g:
sales and put agricultural exports in the hands of a Government
management and control board. I did not, and do not, want the
Goverpment running your business 365 days a year, vear in and
vear out."
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"It was a unique situation that required corrective action
and long term solution. A temporary hold on the new sales
permitted us to work out a five-year agreement with the
Russians. Since then, in the open market we have made sub-
stantial new sales to the Soviet Union and to Poland. . . .

"This new agreement now assures that the Russians will
purchase at least 6 million metric tons of U.S. corn and

wheat each year for the next five years. . . In addition

to the annual Russian purchase commitment of 228 million
bushels of wheat and corn, this agreement provides an option
to purchase an additional 76 million bushels annually. All
purchases will be at market prices through the private sector.
If the Russians wish to purchase more than 304 million bushels
in any year, it 1s possible under the agreement. There is

no arbitrary and inflexible ceiling.

". . . This agreement is in the interest of both the American
farmer and the American consumer. It prevents the Soviets
from disrupting our markets. As we have seen over the years,
disruptive and unpredictable purchases lead to such problems
as Congressional demands for export control and the refusal
of unions to handle grain shipments. We have now assured
American grain producers that at planting time they will have
a2 much more reliable indication of how large an .export market
there will be at harvest time, and that is good for all of us.

"The American livestock producer will have a better idea of
his feed supply. The American consumer will know that grain
will be moving overseas in a regular flow and be assured there
will be adeguate food at home.

"We have transformed occasional and erratic customers into
regular customers. We have averted an outcry every year that
the Russians are coming to make secret purchases in our
markets. The private marketing system has been preserved.
Record exports are moving right now. . ."

Presidential Documents

vol. 12,No. 2,Pg. 23

Administration Actions

The Administration supports farm policies which foster a
market-oriented agriculture to return basic management
responsibilities to farmers as they produce for domestic
and exdort markats,



-3-

The Administration has supported a policy of no acreage
restrictions for wheat, feedgrains and cotton starting with
crop year 1974, This has been done to insure adequate supplies
to meet both domestic and export demands while avoiding
significant inflationary pressures on food prices. The
Administration will start a similar program for rice in 1976.

President Ford vetoed the Emergency Agricultural Act of 1975
(Farm Bill) on May 1, 1975, because of provisions that would
jeopardize the U.S. competitive advantage in world markets
and lead to government-held surpluses,

The USDA implemented an expprt monitoring system as required
by the Agriculture and Consumer Protection Act of 1973 in
September 1973. In view of the weather-induced shortfall in
U.S. grain and soybean production, Secretary Butz announced
in October 1974 a voluntary export prior approval system as
a means of developing current information on export demand.

"On March 6, 1975, the USDA announced the termination of the

voluntary approval system, but retained the weekly export
monitoring system and daily reporting for large sales of grain.

On July 24, 1975, the Department asked grain exporters to
notify the USDA before negotiating further grain sales to

_the Soviet Union péending clarification of the U,S. grain

crop situation and negotiation of a long-term agreement on
grain sales to the Soviets. On October 20, 1975, the President
announced an agreement with the Soviet Union on grain purchases
and resumption of grain sale negotiations. This agreement,
which relates to five crop years, commencing October 1, 1976,
and running to September 30, 1981, is designed to benefit
American farmers and consumers by providing a framework for
regular sales of wheat and corn. Under this agreement, the
Soviet Union is committed to purchase a minimum of six million
metric tons of corn and wheat annually at market prices. This
assures the American farmer that the Soviet Union will be a
regular grain buyer.

On August 12, 1975, Secretary Butz and Japan's Agriculture
Minister announced an informal agreement whereby the Japanese
are expected to purchase approximately 3 million tons of wheat,
3 million tons of soybeans, and 8 million tons of feedgrains

in each of the following three years at market prices.

On September 1, 1975, Secretary of State Kissinger outlined

to the UN General Assembly the U.S. proposal for an inter-
national food grain reserve that would allocate responsibility
for holding reserves based on wealth, production and trade;
provide quantitative triggers for the release and acquisition
of reserves; give assursd access to supplies to nations which
fully participate; and grant special assistance to developing
countries.



The Trade Act of 1974 provides the President with the -
negotiating tools needed to seek further liberalization of
world trade. The first general round of Multilateral Trade
Megotiations is underway in Geneva with a major goal being a
freer trade system which could benefit American. agriculture
through increased exports of farm products. The Administration
holds the position that trade concessions should be negotiated
for industrial and agricultural gooas simultaneously.

On March 5, 1976, President Fo*d created a2 new Agricultural
Policy Committee with Secretary Butz as chairman. This
Conmmittes replaced two prior cv“ﬂ*ctves and consollcated and
streamlined domestic and. lnterna ~ional food policy making
under a single group.

PCL
5/24/76
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ISSUE: US-Soviet Relations

Administration Position

The President said on March 5, 1976, at Bradley University,
"Let me say very specifically that we are going to forget the -
use of the word detente. I said that back in August of 1975,
when I spoke to the American Legion in Minneapolis, Minnesota.

"The word is inconsequential. What happens in the
negotiations between the United States and the Soviet Union,
what happens in the negotiations between the People's Republic
of China and the United States -- those are the things that
are of consequence.

"Now, this Administration believes that we have an obligatio:
not to go back to the cold war where confrontation in effect -
took place literally every day of the year. We have an
obligation to try and meet every problem individually,
specifically, every issue as it comes up in an effort to
negotiate rather than to confront, whether it is with the Soviet
Union or the People's Republic of China.

"We can do this effectively if we have the strength
militarily and otherwise to have a two-way street. ©Now, the
United States, despite what some critics have said, has not
under any circumstances gotten the short end of the deal. We

are good Yankee traders, and we have done darn well by the
United States.

"Now, let's take the grain sales to the Soviet Union. I
know some candidates for the Presidency have said that we
ought to not make any sales, that we ought to buy all the grain
from the farmers and store them in Government-owned warehouses,
put that heavy 1lid over the price structure of cur agriculture
at a cost, as it was some ten years ago, of $1 billion a day,
about $400 million a year.

"That is what it costs to store grain when we were not
selling it overseas. I just don't think we should make our
farm export problem the pawn of the international politics.
By strong, effective negotiations we came out with a good
agricultural deal with the Soviet Union.

"If we get a SALT II agreement that will keep a 1lid on
strategic arms in the next seven to ten years, it will be to
the benefit of the United States.
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"Let me ask this very simple question: Is it better to have
a mutual limit of 2,400 launchers and 1,320 MIRV missiles --
isn't that better than having 4,000 or 5,000 launchers or 2,000
or 4,000 MIRV missiles?

"Isn't that better for all of us? It really would be better
if we could go below 2,400 and 1,320 as long as we had rough
equivalents between the two super-powers.

"I1f we had an open thermonuclear arms race,. that is not in
the best interest of the United Stares or the world as a whole.
We have an obligation to have rough equivalency that will deter
aggressicn, either by us or by them ‘and permit us to do some
things tuat are needed and necessary for the world as a whole,
as well as for the United States.

"Any of these people that challenges us in these kinds of
day-to-day negotiations, issue by issue, problem by problem,
have not been in the ball game. They have lots of rhetoric,
but I don't think they understand the problems."

Presidential Documents
Vol. 12, No. 11, p. 350

From the outset of his Administration, the President has stresse:
his commitment to work for improved relations with the Soviet
Union. The effort to achieve a more constructive relationship
with the USSR expresses the continuing desire of the vast majori-
. of the American people for easing international tensions and
reducing the chances of war while at the same time safeguarding
our vital interests and our security.

The President has stated that the United States is the strongest
nation on earth. Our military might is unmatched. Our economic
and technological strength dwarf any other. Our heritage as a
democracy of free people is envied by hundreds of millions aroun
the world. In virtually every aspect of human endeavor, we are
the most advanced country anywhere.

At the same time, the Soviet Union is a growing superpoder.
Because the United States and the Soviets are political opponent
and military rivals, the US-Soviet relationship in this nuclear
.age has the most profound implications for global survival. Whe
the President uses the term "peace through strength" to discuss
our approach to the US-Soviet relationship, it is not because
there has been a change in U.S. policy -- it is because he wants
that policy to be clearly understood.

From the U.S. position strength, it is the President's policy
to assure the security the United Statss. In U.S. dealings
with the Soviet Union, is the President's policv to move be-
vond an era of constant confrontations and crises, to prevent
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This is a policy involving mutual restraint, mutual respect and mutual
benefit. There is no give-away, no one-way street. We pursue this
policy because it is in our national interest to do so.

Administration Actions

In November 1974 at Vladivostok the President and General Secretary
Brezhnev agreed on the gene’ral framework for a2 new strategic arms agree-
ment that will set firm and equal limits on the strategic forces of both sides
through 1985. The United States and the Soviet Union are currently engaged
in negotiations to translate the Vladivostok accord into a formal ten-year
agreement. '

-- We have taken historic and positive steps to limit strategic arms,
steps that safeguard our vital interests while for the first time, promising
to cap the growth of Soviet and American nuclear weapons at equal levels.
Through mutual agreement, we have avoided a very costly and strategically
futile ABM race -- in our current negotiations we are seeking to avoid a
very costly and strategically futile offensive a2rms race. This is in our
interests; our security is fully safeguarded in this process.

-- We have successfully negotiated the Threshold Test Ban and Peace-
ful Nuclear Explosives Treaties which impose a 150 kiloton limit on, and
govern the conduct of all underground nuclear explosives.

-- In trade, we have reached agreements on grain, assuring income to
“American farmers and the enormously productive U.S. agricultural sector,
earning foreign exchange for our economy and protecting American consumers
from fluctuations in grain prices due to Soviet actions in the international grair
market. We remain vigilant to ensure that US-~-Soviet trade does not affect out
national security interr sts. Our country benefits -- in jobs and dollars -~ fror
the sale of goods to the USSR. This is not a give-away; it is in our interests.

-- The President has made high-level contacts, including meetings at
the summit, a more normal practice. These discussions have increased
the prospects for solutions to problems in our interest; they have lessened
the risk of US-Soviet differences escalating to the flash-point.

The suspicions and rivalries of more than a2 generation cannot be swept away
in a short time. Our political rivalry and military competition with the
Soviet Union will continue. As the recent past has shown, our policy requires
us simultaneously and with equal vigor to resist expansionist drive. and to
shape a more constructive relationship. There is no responsible alternative.

NSC
8/9/76
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However, energy-related loans would remain stalled. Attorney General William
Saxbe notified President Nixon March 21 that the procedures followed by the
bank in the past were legal and could be resumed.

[71 The Export-Import Bank announced May 21 it had approved a $180
million bank credit, at 6% interest, to help finance a $2 billion Soviet natural gas
and fertilizer complex. The largest single such loan to date, it brought
Eximbank credits to the Soviet Union to nearly $470 million. A consortium of
private banks, headed by the Bank of America, would provide a matching loan
at a “blended” interest rate of 7.8%. Worked out by Armand Hammer, chairman
of the Occidental Petroleum Corp., the project called for the import by the U.S.
of Soviet fertilizers in exchange for superphosphoric acid from the U.S.
[8] A bill putting restrictions on U.S. government credit to the Soviet Union
was cleared by Congress Dec. 19 for the President. The bill would extend the
lending authority of the Export-Import Bank for four years at a $25 billion level.
It set a $300 million ceiling on credit to the Soviet Union, which the President
could raise if he found it in the national interest, subject to Congressional
approval. The bill also barred any Eximbank credit for production, transport or
distribution of energy from the Soviet Union. A $40 million ceiling was set on
loans or guarantees for exploraton of energy in the Soviet Union. Both the
Soviet Union and the U.S. State Department expressed displeasure at the
adoption of the restrictions. State Department officials said Soviet Ambassador
Anatoly Dobrynin had told Kissinger Dec. 18 that Moscow regarded the credit
limitation as a failure of the U.S. to live up to its side of detente.

[9] Trade pacts. Efforts by a group of Congressmen, among them Sen. Henry
M. Jackson (D, Wash.), led to a trade bill offering the Soviet Union most-
favored-nation status in return for easing restrictions on Jewish emigration.
There was opposition to linking trade with emigration from the Administration.
At a Naval Academy commencement speech June 5, President Nixon said, “We
cannot gear our foreign policy to the transformation of other societies.”
[10] A key official in the Ford Administration reported Sept. 7 that Moscow and
Washington had reached agreement on the emigration issue, with the U.S.S.R.
agreeing to permit at least 60,000 Jews and other Soviet citizens to emigrate each
year, a 70% increase over 1973's record emigration figures. President Ford and
Soviet Foreign Minister Gromyko held talks in Washington Sept. 20-21. Ford
had met with Sen. Jackson Sept. 20 before seeing Gromyko. Jackson later told
reporters that “the Russians have come 180 degrees” with respect to concessions
on the issue. He noted that the disagreement over the Administration’s trade bill
was no longer between Moscow and the U.S. Congress, but, rather, between the
Administration and Congress with the difficulty centering on the legislative form
and language provisions for U.S. review. A formal compromise between the
nations’ positions was detailed in an exchange of letters Oct. 18 between
Kissinger and Jackson. Although there was no specific guarantee in the number
of emigrants to be allowed, a White House statement Oct. 21 said, “It will be our
assumption that... the rate of emigration...would begin to rise promptly from
the 1973 level.” In his letter 1o Jackson, Kissinger listed the ‘“criteria and
practices [which] will henceforth govern emigration from the U.S.S.R.”
according to Soviet assurances. They barred punitive actions against would-be
emigrants such as job dismissal or demotion, emigration taxes and
“unreasonable or unlawful impediments” to emigration. .

f11] Although Jackson and some U.S. Jewish sources had suggested that the
backlog of Soviet Jewish emigration applications totaled as many as 150,000,
Jewish activists in Moscow estimated the backlog at about 80,000. Jewish sources
were divided on whether applications to emigrate would mount in view of the
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apparent Soviet concessions. Emigration of ethnic Germans was expected to
reach roughly 6,000 in 1974 and by some estimates could rise to 20,000 in 1975,
according to the Oct. 20 report. Other Soviet ethnic minorities had also shown
- interest in emigrating. (The emigration of Soviet Jews to Israel dropped by
almost 50% in 1974, according to official figures released Dec. 20 by the Inter-
governmental Committee on European Migration. The committee said 16,537
Soviet Jews had migrated to Israel since Jan. 1; the total for 1973 was 32,500.)
[12] A comprehensive foreign trade bill was passed by the U.S. Congress Dec. 20,
despite strong Soviet denials that the Kremlin had pledged freer emigration of
Jews as a condition for trade benefits. [See below] The Senate passed the bill by a
72-4 vote; the House passed it by a 323-36 vote. In its final version, the bill gave
the President the authority to eliminate tariffs of 5% or lower, and to reduce by
three-fifths tariffs above 5%. The President could negouate elimination of non-
tariff barriers, on an industry-by-industry basis, subject to Congressional
approval. Tariffs could be eliminated on goods from developing nations, with
exceptions for Communist countries (but not Rumania and Yugoslavia), any
country restricting supplies to the U.S. in a cartel-like operation and countries
discriminating against the U.S. on trade or refusing compensation for
confiscations. Exemptions also were provided for certain goods, such as shoes,
electronics and watches. The bill called for relief to industries hurt by imports
unless the President found it not in the national interest, but Congress could
overrule him. A major provision of the bill would grant trade concessions to the
Soviet Union if Soviet emigration curbs were eased, especially against Jews.
Congress left the Soviet provision intact despite Soviet disavowal Dec. 18 of any
commitment on its part on the issue. ’
[13] The Soviet Union Dec. 18 disavowed the compromise agreement on the
extension of U.S. trade benefits in exchange for freer Soviet emigration which
had been set forward in a series of letters revealed by Jackson Oct. 18. The
denial, revealed prior to agreement on the bill by a House-Senate conference
committee that night, was brushed aside by congressmen as a ‘‘face-saving”
gesture. The statement distributed by the official Soviet press agency Tass
asserted that “leading circles™ in the U.S.S.R. “fatly reject as unacceptable’” any
atternpts to attach conditions to the extension of trade benefits or to otherwise
“interfere in the internal affairs” of the Soviet Union. Accompanying the
statement, Tass also circulated a letter, dated Oct. 26, from Foreign Minister
Gromyko to Kissinger, in which Gromyko rejected the content of the letter
exchange documented by Jackson as presenting “‘a distorted picture of our
position.”
[14] Soviet grain purchases. Officials of two major U.S. grain exporting firms
agreed Oct. 5 to cancel Soviet orders for corn and wheat valued at $500 million
after meeting at the White House with President Ford, Treasury Secretary
William E. Simon and Agriculture Secretary Earl L. Butz. In a statement issued
later that day, the White House said that at the meeting with representatives of
Continental Grain Co. and Cook Industries Inc., Ford had “‘expressed his strong
concern about the potential domestic impact that such sales could have at a time
when the U.S. is experiencing a disappointing harvest of feed grains.”” The
Senate Permanent Investigations Subcommittee had issued a final report July 28
of its study of the controversial sale of massive supplies of U.S. grain to the
Soviet Union in 1972. Butz and two former assistant secretaries, Clarence Palmby
and Carroll Brunthaver, were singled out for responsibility for what the subcom-
mittee termed a “$300 million error in judgment” that had resulted in depleted
U.S. grain reserves, farm product shortages, higher food prices and the current
crisis in the livestock industry. The panel, which was chaired by Sen. Jackson,
was critical of the Administration’s handling of the grain sale. “The Russians
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and the large [U.S.] grain [exporting) companies reaped the major benefits,”
Jackson said. Subsidies costing $300 million were paid to the six exporting firms
serving as middlemen in the deal. These payments were “unjustified,” according
to the committee, which added that the government’s Commeodity Exchange
Authority was “‘derelict in its oversight responsibility’’ when it mishandled an
investigation into possible market manipulation by the exporting companies.
The Genral Accounting Office had concluded Feb. 13 that there was no evidence
that the exporting firms had reaped excessive profits from the Soviet deal or
profited from inside information. Three of the companies lost money on the sale,
according to the GAQ. However, the exporting companies eventually profited
from the sale, the GAO said, because the Soviet transaction pushed up domestic
grain prices and subsequently, federal subsidies paid to exporters.

[15] Simon announced Oct. 19 that the Soviet Union would be allowed to
purchase up to 1.2 million metric tons of U.S. wheat and 1 million tons of corn,
valued at an estimated $380 million, through June 30, 1975. The Soviets had
agreed not to make any “further purchases in the U.S. market crop this year,”
Simon added. According to arrangements for the new grain sale negotiated by
Simon during an Oct 13-16 visit to Moscow, the Soviet Union also agreed that
shipments would be made in phased intervals to further minimize the disruptive
effects of the purchase on the U.S. market.

Dissidents
[16] Andrei Sakharov. In excerpts from the introduction to a forthcoming
collection of Andrei Sakharov’s writings, published by the New York Times
March 5, the nuclear physicist called on ‘“all international organizations
concerned...to abandon their policy of non-intervention in the internal affairs
of the socialist countries as regards defending human rights and to manifest the
utmost persistence.” He specifically cited 1.7 million Soviet prisoners suffering
under “malnutrition, pitiless formalism, and repressions.”
[17) During the year Sakharov and other protestors appealed to prominent
figures on behalf of a number of imprisoned dissidents, among whom was
biologist Vladimir Bukovsky, who was reported in fragile health in the
punishment cells of a labor camp where he was serving five years of a 12-year
sentence for anti-Soviet activities. It was reported June 14 that Bukovsky had
been moved from the camp to a prison near Moscow. Sakharov began a hunger
strike June 29 to protest “the illegal and brutal repression of political pris-
oners,” specifically citing the Bukovsky case. Sakharov said he was taking the
step to reinforce his appeal, made in a letter earlier in the week, to President
Nixon and Soviet leader Brezhnev, to deal with the issue of human rights.
Sakharov said July 4 he had abandoned the hunger strike for medical reasons.
Sakharov, his wife and four other persons signed an appeal to the West on
behalf of mathematician Leonid Plyushch, who was reported near death after
being incarcerated for over a year, it had been reported Feb. 9. Sakharov charged
drugs were used on Plyushch which had removed his ability to read, write or
exercise. Over 500 French mathematicians signed an appeal Feb. 7 for Plyushch
and fellow mathematician Yuri Shikhanovich, also being held in a mental
hospital. Shikhanovich was reported released July 18.
[18] Moscow cut off the TV broadcasts of three major U.S. networks July 2 as
American correspondents, in the Soviet Union for Nixon’s visit, tried to send
filmed reports on Soviet dissident activities. Two of the broadcasts included
interviews with Sakharov. Despite several attempts to broadcast explanations of
the interruptions as well as the reports themselves, the networks were each time
blacked out within seconds.
[19] Other dissidents. Viktor Nekrasov, 62, awarded the Stalin prize in 1947 for
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“REMARKS. OF THE PRESIDENT -
AND QUESTION AND ANSWER SESSION
- AT THE
VAIL SYMPOSIUM

August 15,1975

QUESTION: Mr. President, in the face of the
growing pressures to increass our food production, what
type of trade-offs . do you foresee between coal and
energy development and Qgrlculture, partlcula”ly as
they are competing for land and watep?

TEE PRESIDENT: We are, of course, Lrying to
expand our overall land availeble fcr food production
because. the United States, for;nna ely, is the bread-
basket of the worla.

We have this as one of our great assets, not
only from the point of view of_helping people in .less
well-off countries; .-from-a humanitarian point of view,
but also for the implementation of our natlonal poTLC*eS
‘on the intermational scene.

We want ocur farmers to hav= the uvaLTablllty

to produce as much as they can bacause it is in our
naticnal interest.

 If there is a need also for some of this avail-
able land for the development of coal, we will have to
be cognizant of ‘the .competing needs. I can't make a
decision here today:.on how many acres are going to be
reserved for agriculture and how many will be made
available for coal production.

- It is like the question we are faced with right
now on whether we should or shouldn't sell additional
grain to the Soviet Union. We have to be cogn1zantsand

very properly so, of the prlces recelved by the Arerlcan
farmers.

After all, last fall we urged the American .
farmer to produce everything he possible could ln.WheaL:
corn, et cetera and, in return, we impliedly pronlsed

that he would get a fair return on his land, his equpmenL
and his efforts. : '



Vail Symposium
August 15, 1975

On the other hand, we can't be lacking in
attention or cognizance becnuse the impact of Surthey
grain sales to the Sov1et Union w111 affect the Concuﬁer
Price Index. ’ :

So, it is one of thése narrow balanced decisions
where you have to take potentially competing 1nterests
and try to be fair and equltable to all

In the case of coal -- energy, in this case,
vis-a-vis farmland -- we have to again‘use our best judg-
ment. We aren't going to tear land up and just turn 1t
over to coal. On the other hand, we do have, I am sure,
sufficient coal land in the West that can be utilized for
coal production under proper env ronmental restrvctlons
and still not seriously undercut our food supply in this
COUntry.

I can't glve ycu a percantage figure, but I
can assure you we are not lagging in cecgnizance of the
problem and will use our very best judgment.



REMARKS OF THE PRESIDENT
AND
QUESTION AND ANSWER SESSION

Lugust 20,1975 Vail, Colorado

QUESTION: Mr. President, we know that you
realize the problem, but I would like to emphasize one.
thing that when the present Administration, your Adminis-
tration, asked us to increase . production, all of tha?
production has to be exported because we were'produc1§g
more than we needed, and we would just like to emphasize
that we must have access to these world markets. =

THE ‘PRESIDENT: I am sure you know that we
have sold ‘so far about 9.8 million tons to the Soviet
Union. They have had a serious crop failure. The
extent of -that crop failure is not known precisely at i
this time, but I think most knowledgeable people recognize
that they undoubtedly will be in the market for
additional sales. B o T

S . How much that will be, no one knows at this
time, but if we act, I think, reasonably and rationally
in this situation, the extra production, the full pro-
dugtion that the farmer was asked to undertake earlier
this year and late last year in the winter wheat crop,
I am sure that the price of wheat, the price of corn, will
be a good price and will return a good net income to
the American farmer.

I think most of you know, I am sure better
than I, that in the last month there has been -- maybe
a ?onth and a half -- there has been an increase in the
price of wheat from around $3 to around $4 a bushel.

. The price of corn has gone from roughly $2.50
a bushel up to about $3 a bushel. These price increases
under the market conditions I think are fully justified.
; don't think we want to have the kind of total disturbance
in the market that took place in some cf the years past.

L It is better for the farmér, I think, to have
a solid income, a good net income, and we are going to
make sure that that takes place.



Vail, Colorado
August 20,1975

QUESTION: Mr. President, as I am sure you know,
producers are very much concerned about the recent action
of the longshoremen. In the first six months of this
year, the price of wheat went down about one-third to us.
The price of bread did not go down and, in fact, may have
increased.

My question to you now is, can you tell.us any
very recent development in the 1ongshoremen s action to
not load our grain?

THE PRESIDENT: It is'my judgment that the best
way to solve that problem is to lower our voices and to
try and work out a negotiated settlement.

I expect to be in communication with the
Secretary of Labor, who is in contact with the people in
the labor movement, but it seems to me rather than to
accelerate the confrontation, it is better if we more or
less lower our voides and try to negotiate a settlement.

I think it is obvious that if everybody talks
loudly, it makes it more difficult for us to get an
answer. People get frozen into positions.

I think the differences are soluble, and I am
working on it today to try and bring the partles together
so we can talk in a rational, reasonable way.in trying to
protect the interests not only of the farmer, but American
labor, the consumer and the country as a whole.

If we just lower our voices a bit, I think we
can solve the problem so we will ship the grain, the
farmer will get his product on the world market, where it

-ought to be, and the consumers' interests will likewise
be protected.

QUBSTION. Mr. P*e51dent. 1t is a real p*easure
to have you with us. I will thank you for making most of my
speech, and you did’a- r°al good jOb You sure did. ‘

H° knows sonetblng abou; 1t and tnat is just great.

THE PRESIDENT: You know a lot more about it than
I do. I am 1earn1ng though, S



Vail, Colorado
August 20,1975 L S
QUESTION: Well, I think you just did great. He
was quoting facts and. figures that we have been talking
about here the last few days. ‘

As you.know, Mr° President, two out of every three
bushels of wheat we produced this year must find a home over-
seas 1if our wheat- farme*s are to have the solid 1ncome that
you speak about., . :

And I was so glad to hear your remarks, but our.
farmers, our wheat farmers are really :concerned that the
gate is not wide open now, and we just hope that it can be
opened, the .export gate can be opened wide .soon because
they are concerned. ' ' B :

We can export 1,2 billicn bushels of wheat and
still have more wheat than we had last year, in fact, enough
for all of our domestic food.. uses for another year in
1975, ) .

Thank you, sir.

THE PRESIDENT: As I indicated, production is up
about 19 percent and 30 percent of the total wheat crop of
winter and spring wheat is in already, and the rest will
be in the next month or so.

Wheat is one of the very important products we want
to sell overseas: Corn is another one. The corn Crop =- -
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