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SOVIET TRADE TALKING POINTS ! Senator Dole

There are two principal reasons for expanding trade with the
Soviet Union: economic and political.

The economic benefits which normally flow from trade apply to
trade with the Soviets, but we must keep in mind that
declining world energy prices have limited Soviet hard
currency earnings and the ability of the Soviets to engage in
trade with the West.

The political benefits of trade with the Soviets are less
clear.

The Soviets have a record of subordinating their economic
interests to political ends.

While trade ties normally draw trading partners closer
together politically, culturally and economically, there is
no guarantee that trade with the Soviets will necessarily
produce similar results.

Yet there is evidence that behind the dogma preached by the
Soviet state there is a pragmatic desire to trade with the
West not just for economic, but for political reasons as
well.

Soviet interest in participating in the GATT as an observer
and its call for MFN treatment from the United States is
evidence that the Soviets want to be accepted as equals in
the world of trading nations.

We should not ignore these approaches from the Soviets, but
we must also be clear and realistic in responding.

The Soviets perennially object to the U.S. denial of MFN
under the Jackson-Vanik amendment.

Congress enacted the Jackson-Vanik amendment in 1974, tying
MFN status to a country's emigration policies, in the hope of
opening doors to freedom for the thousands in the FEastern
Block who wish to emigrate.

The Jackson-Vanik amendment has had mixed success.

In the case of Romania, it has had a bene "sf ial effect on the
fromilon Lo ""II'\';‘T:"-'E'-", while i thoe oS 0 iy Sov 10t BT 35 L
it may have actually made emigration more difficult.

For the sake of those who wish to emigrate from the Soviet
Inion, we ought to consider new ideas on how best to Aachieve

thils resals
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This requires that the Administration work with Congress on
fashioning a new approach; there is no evidence that the
Administration is yet prepared to do so.

In the decade since the enactment of Jackson-Vanik, the
Soviets have engaged in extensive and outrageous violations
of human rights.

While they state that the United States has no right to
interfere in Soviet internal affairs, we cannot accept their
right to violate fundamental human rights, even if the people
whose rights are violated happen to live in the Soviet Union.

Freedom to emigrate is a fundamental human right, and the
Congress is unlikely to turn a deaf ear to Soviet abuse of
this right.

But we are willing to consider new approaches in achieving
our common goal of defending freedom.

(One possible new approach:

Suspend Jackson-Vanik as applied to the Soviets for a
year -- see what happens; if Soviets loosen up on
emigration, extend suspension for another year, etc.
This may get around the circular deadlock we are now in
where they won't loosen up on emigration under the
threat of Jackson-Vanik and we will not repeal Jackson-
Vanik because they won't let people emigrate.)
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CONPOSITION OF U.s. EXPORTS TO THE U.8.8.R
1984

FD & ANINAL B81.25%

OTHER 3.13x%
RACH, TRNSP 3,13%

CHEMICALS 6.25%

CRUDE MATLS 6.235%

TOTAL: $3.3 BILLION

COMPOSITION OF U.8. INPORTS FROM THE U.8.8.R
1984

CHENICALS 40%

OTHER 10x%
MIN FUELS 33.33%

INTERMD MFR 16.67%

TOTAL: $0.6 BILLIOM
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Table A-3.--U.5. trade with the U.S.5.R., 1/ by SITC Sections, 1984,
January-September 1984, and January-September 1935

(In thousands of dollars)

SITC Section i 1984 =January-September=January-September
: : 1984 : 1985
U.5. exports: i t :
0. Food and live animals~===—cc oo __ i 2,585,083 : 1,574,407 : 1,308,061
1. Beverages and tobacco-=-====--=ccmmmmm . : 1,264 ¢ 1,015 ¢ 2,136
2. Crude materials--inedibla, except fuel--==-=---: 224,263 : 216,108 : 86,237
3. Mineral fuels, lubricants, etc-—===—mcccccamean : 30,045 19,314 : 42,639
4. Dils and fats--animal and vegetable----=====u-- : 3g,872 : 38,872 : 59,045
5. Chemicals~====c—ommmmmm e T e : 208,219 : 159,859 : 190,883
6. Manufactured goods classified by chief ! : :
material-—--cc e e 3 16,573 : 12,9149 : 7,658
7. Machinery and transportation equipment-——===w-- : 110,221 : 86,933 : 91,800
8. Miscellaneous manufactured articles-=--=———m——- : 65,908 : 42,984 : 43,010
9. Commodities and transactions not elsewhere : : :
elassified-~—-—~—————c e o : 2,205 : 1,677 : 1,420
Total-—mm— e e 3,282,652 : 2,156,084 : 1,830,889
H 2 '
U.S5. imports: i : :
0. Food and live animals-—===—==mmemmmmm o ___ : 17,070 : 7,081 6,576
1. Beverages and tobacco-—-—======ccmmmm : 9,042 : 6,02q : 7,665
2. Crude materials--inedible, except fuel--------- : 17,270 : 14,286 : 11,063 Lid
3. Mineral fuels, lubricants, etc-=-—————-—meecee—; 191,577 : 105,909 : 84,958
4. Dils and fats--animal and vegetable-----===---=; 9 = 9 37
3. Chemicalg- == e e : 207,819 : 156,357 : 142,463
6. Manufactured goods classified by chief : ; :
material-—--=-—-——m e : 103,801 : 79,575 ¢ 48,165
7. Machinery and transportation equipment--------- : 2,615 : 1,919 : 2,728
8. Miscellaneous manufactured articles---——=—c=—mm= : G,662 : 3,938 : 2,928
9. Commodities and transactions not elsewhere : : :
classified-———=rm=c oo H 2. 477 1,828 ¢ 2,371

e R s —— : 556,122 : 376,921 ¢ 308,952

17 Includes Estonia, Latvia, and Lithuania.
Source: Compiled from official statistics of the U.S. Department of Commerce.

Note.--Because of rounding, figures may not add to the totals shown.
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U.S. TRADE WITH CENTRALLY PLANNED ECONOMIES

U.S. Trade with the USsr

The U.S. trade surplus with the USSR grew $1.1 bi}
billion in 1984. lion to $2.7

U.S. exports to the USSR soared 64 percent to $3.3 pillion
following a sharp decline the previous year. in 1984,

== Virtually all of the export growth occurred in wheat and corn in
response to continued poor Soviet crop production.

== The USSR accounted for 7 percent of U.S. agricultural exports in
1984.

=— A new U.S.-USSR grain agreement, which took effect
October 1, 1984, specifies higher purchasing Ceilings than the
previous agreement.,

U.S. imports from the USSR in 1984 rose to $0.6 billion, their
highest level since 1979.

== Fuel o0il and chemicals accounted for most of the import growth.

== Imports of platinum and other precious metals also expanded.

U.8. TRADE WITH CEHTRﬁLLY PLANNED ECOWOMIES
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ISSUES IN EAST-WEST TRADE

Relative to Your Speech Before the American Committee

On East-West Accord on April 24, 1986

1. The newly renewed Export Administration Act distinction
between trade in general such as agriculture and trade with

military applications.

2. There have been massive Soviet efforts to get U.S.
technology, as documented in a 1985 Defense Department white

paper.

a. Soviets have greatly increased their military
capabilities through these efforts.

b. Stopping this loss of technology will remain a high
priority for the U.S. for the rest of the 80's and into
the 90's.

(= 8 The U.S. has major problems with defense reform,
Congressional attempts to cut the defense budget, and
research and development. If controls on high
technology items that add to the Soviet military
translate to a lower defense budget, those controls
are economically as well as strategically desireable.

NOTE: How many aircraft pilots would the U.S. have

lost in Libya had the Libyans had better Soviet
weapons?

3 Most important: the human rights component. The U.S. has
always recognized that trade must be reviewed in the context

of human rights, notably through the Jackson-Vanik Amendment.
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Elye New York Eimes

New Focus
On Soviet
Trade Ti‘es

U.S. Industry
Intensifies Call
To Ease Curbs

By CLYDE H. FARNSWORTH

Special to The New York Times
WASHINGTON, March 23 — Amer-
ican industrialists, anticipating in-
creased business with the Soviet
Union under its economic moderniza-
tion plans, are stepping up pressure
on the Reagan Administration to
relax trade curbs that they say are
undermining their ability to compete.
“We will never make our peace
with right-wing individuals who op-
pose all trade with the Russians,”
said Robert D. Schmidt, president of
the American Committee on East-
West Accord and former vice chair-
man of the Control Data Corporation.
“But we think we can help the prag-
matists in the Administration and fos-
ter more trade.”

The Reagan Administration has .

been torn by internal strife in recent
years between hard-liners led by De-
fense Secretary Caspar W. Weinber-
ger, who argue that practically all
trade enhances the Soviet military
potential, and pragmatists led by Sec-
retary of State George P. Shultz and
Commerce Secretary Malcolm Bald-
rige, who see increased trade improv-
ing political ties.

c019_041_043_all_Alb.pdf

Viewpoint of White House

Following the Geneva summit
meeting last November between
President Reagan and the Soviet
leader, Mikhail S. Gorbachev, most
analysts believe the pragmatists are
now more influential on Presidential
thinking.

The Committee on East-West Ac-
cord, composed of luminaries from
the business, academic and diplo-
matic worlds, is leading the new lob-
bying effort to dismantle the trade
barriers.

**This time we will get support from
the Jewish community,"" said Donald
M. Kendall, co-chairman of the com-
mittee and chairman of Pepsico Inc.
“Increased trade is a way to increase
the flow of Jewish emigration.”

Both Mr. Kendall and Mr. Schmidt
made their comments last week dur-
ing a meeting of their committee with
Government officials, including Mr.
Baldrige. The meeting was one of a
series of stepped-up encounters
aimed ;;tgetting the trade message
across within the Administration
and on Capitol Hill.

The business leaders want Wash-
ington to know that if the East-West
political climate improves, there
could be substantial Soviet markets
for nonstrategic American tech-
nology and equipment in such fields
as oil exploration equipment, elec-
tronics and telecommunications.

Jackson-Vanik Amendment

The link between emigration and
trade comes through the Jackson-
Vanik amendment to the Trade Re-
form Act of 1974, which denies tariff
preferences, technically called ‘“most
favored nation” treatment, to the
Soviet Union because of its emigra-
tion restrictions. Most American
trading parters get the tariff prefer-
ences. Denial means that tariffs on
goods from the Soviet Union are
roughly 10 times higher than from
other countries.

At present fewer than 1,000 Jews a

Continued on Page D2
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New Focus by U.S. Industry on Soviet Trade

Continued From First Business Page

year are allowed to leave the Soviet
Union, compared with 34,700 in 1973
and 54,000 in 1979. Jewish leaders esti-

. mate that between 200,000 and 400,000

Soviet Jews would be prepared to
leave if the emigration doors were
open.

The Committee on East-West Ac-
cord is cooperating with several Jew-
ish groups in trying to improve the
East-West business climate.

“We basically support improved
Soviet relations,” said Hyman Book-
binder, Washington representative of
the American Jewish Committee.
““By having good trade relations there
is a more hopeful context for Jewish
emigration."’

Waiver of Ban Is Available

Mr. Bookbinder, who is a member
of the Committee on East-West Ac-
cord, said, “If today the Russians
now started to show some significant
improvement in their “emigration
policies, I would encourage our Gov-
ernment to invoke the waiver."

He was referring to a provision in
the Jackson Vanik-trade amendment
under which the President could cer-
dfy that freer emigration is taking
place und ask Congress to waive the

ban against tariff preferences for the
Soviet Union,

“There’s a good deal of optimism
on both sides that more trade can be
fostered," said Mr. Kendall. “But it
will depend on the political climate.
and whether we have another sum-
mit.”

The Committee on East-West Ac-
cord has been coordinating its lobby-
ing activities with the American Jew-
ish Committee, the American Jewish
Congress and the National Confer-
ence on Soviet Jewry. The coordina-
tion has been under way since an un-
publicized meeting of the groups in
New York last July.

“We do not want increased trade at
the expense of Soviet Jews, and nei-
ther does the Jewish community want
to be working at cross purposes with
the business community,” said
Meyer Berger, a Committee on East-
West Accord board member who or-
ganized the July meeting.
Elaborate Controls Remain-

The Reagan Administration has al-
ready taken modest steps to improve
the trading climate, but it still main-
tains elaborate controls over the ex-
port of strategic goods and tech-
nology that would enhance the Soviet
military potential.

c019_041_043_all_Alb.pdf

Export restrictions were tightened
by both the Carter and Reagan Ad-
ministrations in response to Soviet in-
tervention in Afghanistan and in Po-
land, and Washington forced Amer-
ican companies to break contracts.

Corporate lobbying  produced
stronger guarantees of contract sanc-
tity in the 1985 renewal of the Export
Administration Act. Contracts can no
longer be canceled unless there is a
breach of the peace posing “‘a serious
and direct threat to the strategic in-
terests of the United States.”

*“In the absence of progress in other
areas of the bilateral relationship, "
Mr. Baldrige told the committee Iast
week, “‘nonstrategic trade can grow
but only within the existing trade
framework."”

He cautioned that the decline in
world oil prices had sharply reduced
Soviet hard-currency earnings and
said this could affect their import
plans. The reduction in oil prices to
date could mean a Soviet loss of as
much as $5 billion, he estimated.

The United States and the Soviet
Union now do about $3 billion of two-
way trade annually. Most of this,
however, consists of American grain
sold to the Russians. The Commerce
Department estimates that nonagri-
cultural exports to the Soviet Union
should reach about $800 million this
year, up 40 percent from last year.
Total exports will be virtually un-
changed, however, because Soviet
grain imports have declined.

Despite the strictures and the exist-
ing restrictions, business leaders are
relatively optimistic. Edwin D. Dodd,
chairman emeritus of Owens-I1linois
Inc., said the emphasis on industrial
modernization in the Russians’ re.
tently announced 12th Five-Year
Plan, combined with the lower value
of the dollar, should strengthen
American exports.

“Profitable opportunities for trade
with the Soviet Union are available to
American companies, and we should
be taking a realistic look at then.."* he
said, adding that *‘the Soviet: pay
their bills — and they pay very
promptly."
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April 4, 1986

4 E1ORANDUM
TOz SENATOR DOLE
FROM: LEN SANTOS Q-;{J

SUBJECT: U.S.-SOVIET TRADE TIES

This is in response to yourt note on the attached New
york Times article on Soviet trade ties.

I have two suggestions involving changes to the Jackson-
vVanik amendment:

1. Suspend the denial of MFN (thereby granting MFN) to the
Soviet Union for a “trial" period (perhaps a year) .
b After that, the President would have the discretion to
deny MFN as under current law.

2. Transform the current annual review of MEN for the
"gastern Block" into a multi-year MFN review (perhaps
every third year).

The purpose of granting MEFN to the Soviet Union for a
trial year would be to try overcoming the "cart and horse"
routine, whereby we say they don't get MFN unless they allow
Jewish emigration, and they say they will not tolerate
interference in their internal affairs. A suitably-framed
one year trial MFEN might elicit a positive Soviet response
on emigration which would, in turn, permit the President to
continue MFN at the end of the year.

Transforming the current annual MFN review into a three
year renewal would make MEN more valuable. Trade might
increase based on the greater predictability of the
relationship.

The Administration may not endorse either change for
saveral reasons. First, the Administration does not believe
the Soviets should be granted trade benefits unless they
sarn them through concrete actions on emigration. Second,
dwindling Soviet hard currency earnings from the decline in

c019_041_0
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ta2 prica of its 2nergy a2xports make the Scviet Union a poor
Drosp2ct for incrsased tirade with thas Wast, at least in tn=
2ar E2rm.

On the other hand, the Soviets regard the2 denial of MFN
25 a1 affront to their national dignity. It is hard to
imagine any projress on smigration as loag as they are
deni=ad MFN.,

On a related matter, the American Committee on East-Wast
Accord, headed by Donald K2ndall, Chairman of Pepsico, Inc.,
(referred to in the attached article) is anxious to have you
address their April trade forum in Washington (Madison
Hotel). Mr., Kendall will be trying to call you with this
invitation. They can schedule you from 1:00 to 1:30 p.m. on
either April 22, 24, or 30, and are prepared to offer you an
nonorarium, The committee is interested in your views of
trade with the Soviets.

c019_041_043_all_Alb.pdf
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On Soviet
Trade Ties

Ve

U.S. Industry

Intensifies Cal
To Fase Curbs

By CLYDE H. FARNSWORTH

Special to The New York Times =

WASHINGTON, March 23 — Amer-
ican industrialists, anticipating in-
creased business with the Soviet
Unien under its economic inoderniza-
tion plans, are stepping up pressure
on the Reagan Administration to
relax trade curbs that they say are
undermining their ability to compete.

“\We wiil never make our pcace
with right-wing individuals who op-
pose all trada with the Russians,”
said Robert D. Schridt, president of
ne American Committee on East-
West Accord and former vice chair-
man cf the Con:rel Data Cerporation.
“But we think we can help the prag-
matists in the Administration and fus-
ter racre trade.’”

The Reaesan Administrotion
b>en tern by intemal sirife i ¢
3 styeeen hard-liners lzd by De-
fense Socretary Caspar W, Voeint
ger, who argue that praciically ail
trade erhances the Soviet nulitary
potential, and pragmatists led by Scc-
retary of State Geerge P. Shuitz and
Commerce Secretary Malcolm Bald-
rige, who sce increased trade improv-
ing political ties.

Viewpoint ¢f Vhite House

Following thz Geneva  summit
meeting last November between
Presicent Reagan and the Sovict
leader, Mikhail S. Gorbachev, most
analysts believe the pragmatists are
now more influential on Presidential
thinking.

The Committee on East-West Ac-
cord, composed of luminaries from
the business, academic and diplo-
matic worlds, is leading the new lob-
bying effort to dismantle the trade
barriers. :

“This time we will get support from
the Jewish community,” said Donald
M. Kendall, co-chairman of the com-
mittee and chairman of Pepsico Inc.
“Increased trade is a way to increase
the flow of Jewish emigration.”

Both Mr. Kendall and Mr. Schmidt
made their comments last week dur-
ing a meeting of their ccmmittee wiih
Government officials, including Mr.
Baldrige. The meeting was cne of a
series of stepped-up encounters
almed at getting the trade messag2
across both within the Administration
and on Capitol Hill.

The business leaders want Wash-
ington to know that if the East-West

political climate improves, there
could be substantial Soviet markets
for nonstrategic American tech-

nology and equipment in such fields
as o1l exploration equipment, clec-
tronics and telecommunications.

Jacksen-Vanik Amendment

The link betweezn emigration and
trade comes through the Jacksen-
Vanik amendment to the Trade Re-
form Act of 1974, which denics tariif
preferences, techrically called *‘most
favored ration” treatment, to the
Soviet Unicn becauce of its emigra-
tion restrictions. Most American
trading parters get the tariff prefer-
ences. Demal means that tanffs on
goods from the Seviet Uaten are
o hily 18 times hicher than from
GLieT COUBITICS.

At present fewer than 1,09 Jews a

Gittee 00 Last-wesl ad
with several Jew-
to imorove ihe

Soviet relations,’” said Hyman Book-
a.nder, Washington representative of
:re American Jewish Committce.
By having good trade relations there
‘< a more hopeful context for Jewish
smigration.”

yaiver of Ban s Available

\ir. Bookbinder, whu is a member
5f the Committee on Easi-West Ac-
cord, said, *‘1f today the Russians
-ow siartad 10 show some sigrificant
improvenient in their emigralion
pohcies, 1 would encourage our Gov-
crament o invoke the waiver.”

He was referring 10 a provision in
.« Jackson Vanik-trade amendmient
..~der which the President could cer-
1y that freer emigration is taking
;1.:;ce and ask Congress 1o waive the

ban against taniff preferences for the
Soviet Union.

“There's a good deal of optimism
on botn sides that more trade can be
iostered,” said Mr. Kendail. ““But it
21!l depend on the political climate
.nd whether we have another sum-
it

The Committee on East-West Ac-
cord has been coordinating its iwohby-
ing activities with the American Jew-
ish Committee, the American Jewish
congress and the National Confer-
ence on Soviet Jewry. The ceordina-
tion has teen under way since an un-
publicized meeting of the groups in
New York last July.

W do rot want increasad raaeat
the exnense of Soviet Jes and nei-

therd.: ;ish community want
O TS T R Ly e A EUUS Bl e with
e busiiess ¢ anmunty, il

Mever Berger, a Cornittee o L2ast-
Wost Acenrd board member whe or-
oanczed the July miechng
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Elaborate Controls Remain

The Reagan Administration has al-
ready taken modest steps to improve
the trading climate, but it still main-
tains elaborate controls over the ex-
port of strategic goods and tech-
nology that would enhance the Soviet
military potential.

Export restrictions were tightened" *

by both the Carter and Reagan Ad-
ministrations in response to Soviet in-
tervention in Afghanistan and in Po-
land, and Washington forced Amer-
ican companies to break contracts.

Corporate  lobbying  produced
stronger guarantees of contract sanc-
tity in the 1985 renewal of the Export
Administration Act. Contracts can no
lonzer*be canceled unless there is a
breach of the peace posing ‘‘a serious
and direct threat to the strategic in-
terests of the United States.”

“In the absence of progress in other
areas of the bilateral relationship,”
Mr. Baldrige told the committee last
week, ‘‘nonstrategic trade can grow
but only within the existing trade
framework."

lic cautioned that the decline in
world cil prices had sharply reduced
Soviet hard-currency eamings and
said this could affect their import
plans. The reduction in oil prices to
date could mean a Soviet loss of as
much as &5 billion, he estimated.

The United States and the Soviet
Union now do about $3 billion of two-
way trade annually. Most of this,
however, consists of American grain
sold to the Russians. The Commerce
Department estimates that nonagri-
culiural exports to the Soviet Unien

: )

should reach about £830 million this
year, up 40 percent from last year.
Total cxports will be virtually un-
changed, however, because Soviet
grain imports have declined.

Despite the strictures and the exist-’

in% restrictions, business leaders are
relatively optimistic. Edwin D. Dodd,

chairman emeritus of Owens-lilinois |

Inc., said the emphasis on industrial
modernization in the Russians' re-
cently announced 12th Five-Year
Plan, combired with the lower value
of the dollar, should strengthen
American exports.

‘‘Prolitable opportunities for trade

with the Soviet Union are available to !

American companies, and we should
be taking a realistc look at them,” he
sand, adiling that “the Soviets pav
lh . B

s = and they pav vesw

-y
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April 24, 1986

TRADE/ TALKING POINTS

o Last week, for the first time in many, many months the
United States got some good news on the trade front. The trade
deficit, which has been deteriorating at an annual rate of $21
billion in the final three months of the year, improved at an
annualrate of 14.8 billion from January through March.

o This positive shift is in large part the result of the
decline in the value of the dollar. Since the meeting of the
so-called G-5 nations last September, the dollar has fallen over
20% from its spring 1985 peak.

o I hope that this turnabout is not just a fluke. But even
with the good news, we must face facts: the United States does
not have an adequate long-term trade policy.

o Most people perceive the act of "trading" as an exchange
-—- between businesses, states, countries. We Americans believe
trade is a two-way street —-- goods coming and going.

o But the cold hard facts show us that the rest of the world
does not necessarily agree. Many countries are only too happy to
sell us their goods. But when it comes to buying ours, they say
"No thanks." It's like a couple who comes to your home for
dinner dozens of times, benefited from your hospitality and
generosity, but never invites you to their home.

o The truth is, that most of us in Congress, most
businesses, don't want protectionist barriers erected to prevent
foreign goods from entering the United States. What we want is
access -- the opportunity to sell American products in overseas
markets.

o In the past, the United States blinked at other countries’
trade barriers even though our markets are among the most open in
the world. In view of the current U.S. political and economic
climate we can no longer afford this luxury.

Page 13 of 43
c019_041_043_all_Alb.pdf



This document is from the collections at the Dole Archives, University of Kansas
http://dolearchives.ku.edu

o One unfortunate outgrowth of our trade problem is that it
seems to color our relationship with foreign nations on a whole
host of other issues. Whether it is defense, or environmental
concerns —-- sensitivity about America's deteriorating trade
position has an impact on other policy matters.

AGRICULTURE AND TRADE

o I am especially sensitive to the importance of world
markets to U.S. farmers. U.S. agricultural sales have fallen by
50% in four years: from $43.8 billion in 1981 to $28 billion in
1985.

o Problems facing ag exports have included:

--reduced buying power and increased food production in
developing countries. These trends are tied to long-term
economic trends, and will not change soon.

--the relatively high value of the dollar in 1981-85. With
the 30% decline in the dollar since a year ago, U.S. sales
should improve somewhat. However, most of our competitors
have tied their currencies to shifts in the dollar's value
to prevent losing market share.

--U.S. price supports above world market price levels. This
has been addressed through the lower loan rates in the 1985
farm bill. However, these 15-25% reductions will not be
effective until the 1986 harvest begins (June for wheat;
September for feedgrains and soybeans). There are currently
significant distortions in old crop vs. new crop prices.

--government-assisted competition. The EEC's use of export
subsidies is only the most blatant example of government
intervention in farm exports. Others have used (and are
using) various production and ocean freight subsidies or
allow domestic hyperinflation to underprice their exports.

--lack of a coherent U.S. trade policy. Food has been used as
an economic and political weapon by Administrations of both
parties, either by cutting exports off in embargoes or by
discriminating in the application of subsidies. U.S. refusal
to offer Export Enhancement Program (EEP) bonus commodities
across-the-board has cost sales to friends (Korea, Brazil) as
well as enemies (Soviet Union, PRC).

o The Reagan Administration is making a serious effort to
counter unfair trade practices. Lyng and Yeutter are meeting
their EEC counterparts (de Clerqg and Andreissen) in Paris today
(saturday) to make clear that the U.S. will not accept the new
EEC restrictions on farm trade with Spain and Portugal. Unless
the EEC rescinds its announced import quotas and protected market

Page 14 of 43
c019_041_043_all_Alb.pdf



This document is from the collections at the Dole Archives, University of Kansas
http://dolearchives.ku.edu

arrangements for wheat, grain sorghum and soybean products, the
U.S. will offset the value of lost sales by imposing restrictions
on EEC agricultural exports.

o We do not want to initiate a farm trade war. We would like
to normalize ag trade by eliminating subsidies now allowed under
GATT. The EEC has refused to put ag subsidies on the agenda for
the new GATT round ever since the last Ministerial meeting broke
down in November 1982. We cannot start new negotiations without
ensuring that this issue will be addressed.

o Agriculture trade is vital to the economic health of rural
America and the Nation. 20 million jobs and 20% of our economic
activity can be tied to the farm sector. Low farm prices are one
of the primary reasons for the low inflation being enjoyed by
other Americans as well as foreigners.

o I have urged the Administration to consider setting annual
targets for the volume or value of farm exports in 1986, 1987,
and 1988. This would introduce a needed element of
accountability into evaluating our export performance,
particularly as it relates to the results of our domestic farm
programs. It would also be recognition that the U.S. must accept
a more active role in competing for agricultural exports as long
as other governments continue to actively intervene in
international trade.

o When a farmer has a bankruptcy sale or a plant closes
down, the men and women whose lives were intertwined with those
ventures are not interested in the fine points of the comparative
advantage theory of free trade and how the EEC provides export
subsidies. They want jobs and protection from unfair trade
practices.

CONGRESS AND TRADE POLICY

o I have never seen stronger Congressional sentiment for
acting on the trade front. My colleagues, including strong
advocates of free trade, are fed up with what they believe to be
basic unfairness.

o Trade already is and will continue to be a major political
issue in the 1986 and 1988 elections. Many in Congress are
already moving to gain early political advantage. Hundreds of
trade bills have been introduced to date. The stakes are high --
maybe control of the Senate in 1986.

o Although there is a diversity of opinion among members of
Congress on how best to address the trade issue, there seems to
be a consensus that Congress must reassert its broad
constitutional authority over trade policy. Under Article I of
the Constitution, the Congress is expressly vested with the power
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to regulate commerce with foreign nations and to set tariffs.
The erosion of this authority had its origin early in this
century and has continued over the years to the point that
Congress has ceded to the Executive Branch the primary role not
only in implementing these policies but also in setting our
overall trade policies.

o Last November a bipartisan group of my Senate colleagues
joined with me in introducing a major trade initiative which
attempts to restablish our involvement.

Specifically, this bipartisan initiative addresses are ways:

To insure systematic enforcement of existing trade laws
against foreign unfair trade practices;

To expand trade through market liberalization;

To promote meaningful adjustment of import-impacted
industries to new competitive conditions; and

To remedy misalignment of the dollar, developing
country debt, and disincentives to U.S. exports.

In addition to this effort there are numerous sector specific
bill which the Congress has been asked to cosnider. Notable
among them, the so-called textile bill, which has passed
overwhelmingly by both the House and Senate, then vetoed by the
President.

CANADA FREE TRADE AGREEMENT

o One more recent example of congressional determination to
become an active partner on the trade issue is the
administration's proposal to begin negotiations on a free trade
zone agreement with Canada.

o The administration got its way. On a tie vote, the
Finance Committee voted to defeat a motion to disapprove of the
proposal. But the close vote indicates how close the
administration came to losing this one. There were a number of
senators unhappy about specific trade issues with Canada, such as
timber. But there were others, Republicans included, who are
dissatisfied with the administration's failure to be more
aggressive overall on the trade front.

o0 The trade issue is not going to go away. Members of
Congress recognize that America's trade policy is in shambles.
And Congress seems prepared to pick up the pieces —-- if you can
believe all the rhetoric.
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CONCLUSION

o The clock is ticking. Ticking for our trading partners
throughout the world, who need to take some decisive action soon.

o The clock is also ticking here at home. We must do
something quickly, on two fronts. We have to get our deficits,
and our dollar, under control. And we must set up an effective
mechanism to deal with trade issues on a comprehensive basis. If
we ignore the problem any longer, we put at risk our own
prosperity and our role as the engine of global economic

progress.
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Senator Dole

TALKING POINTS

There are two principal reasons for expanding trade with the
Soviet Union: economic and political.

The economic benefits which normally flow from trade apply to
trade with the Soviets, but we must keep in mind that
declining world energy prices have limited Soviet hard
currency earnings and the ability of the Soviets to engage in
trade with the West.

The political benefits of trade with the Soviets are less
clear.

The Soviets have a record of subordinating their economic
interests to political ends.

While trade ties normally draw trading partners closer
together politically, culturally and economically, there is
no guarantee that trade with the Soviets will necessarily

produce similar results.

Yet there is evidence that behind the dogma preached by the
Soviet state there is a pragmatic desire to trade with the
West not just for economic, but for political reasons as
well.

Soviet interest in participating in the GATT as an observer
and its call for MFN treatment from the United States is
evidence that the Soviets want to be accepted as equals in
the world of trading nations.

We should not ignore these approaches from the Soviets, but
we must also be clear and realistic in responding.

The Soviets perennially object to the U.S. denial of MFN
under the Jackson-Vanik amendment.

Congress enacted the Jackson-Vanik amendment in 1974, tying
MFN status to a country's emigration policies, in the hope of
opening doors to freedom for the thousands in the Eastern
Block who wish to emigrate.

The Jackson-Vanik amendment has had mixed success.

In the case of Romania, it has had a beneficial effect on the

freedom to emigrate, while in the case of the Soviet nion,
it may have actually made emigration more difficult.

For the sake of those who wish to emigrate from the Soviet
Union, we ought to consider new ideas on how best to achieve
this result.
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= This requires that the Administration work with Congress on
fashioning a new approach; there is no evidence that the
Administration is yet prepared to do so.

- In the decade since the enactment of Jackson-Vanik, the
Soviets have engaged in extensive and outrageous violations
of human rights.

- While they state that the United States has no right to
interfere in Soviet internal affairs, we cannot accept their
right to violate fundamental human rights, even if the people
whose rights are violated happen to live in the Soviet Union.

= Freedom to emigrate is a fundamental human right, and the
Congress is unlikely to turn a deaf ear to Soviet abuse of
this right.

= But we are willing to consider new approaches in achieving
our common goal of defending freedom.

(One possible new approach:

Suspend Jackson-Vanik as applied to the Soviets for a
year —-- see what happens; if Soviets loosen up on
emigration, extend suspension for another year, etc.
This may get around the circular deadlock we are now in
where they won't loosen up on emigration under the
threat of Jackson-Vanik and we will not repeal Jackson-
Vanik because they won't let people emigrate.)
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Table A-3.--U.5. trade with the U.5.S5.R., 1/ by SITC Sections, 1984,
January-September 1984, and January-September 1935

(In thousands of dollars)

SITC Section 1984 =January—September:January—September
: 1984 : 1985
U.5. exports: : -
0. Food and live animals====———-— oo : 2,585,083 : 1,574,407 : 1,308,061
1. Beverages and tobacco-—======cemmm o ________ : 1,264 : 1,015 = 2,136
2. Crude materials--inedible, except fuel-====ee--; 226,263 : 216,108 : 846,237
3. Mineral fuels, lubricants, etc-—————-cceecmeea—; 30,045 : 19,314 = 42,639
. O0ils and fats~-animal and vegetable-————==eeau_—y 38,872 : 38,872 : 59,045
5. Chemicals—-—===memcmmmm 2 : 208,219 : 159,859 : 190,883
6. Manufactured goods classified by chief 1 : ;
material-=———c e e : 16,573 = 12,916 : 7,658
7. Machinery and transportation equipment-—--———-- : 110,221 : 86,933 : 91,800
8. Miscellaneous manufactured articles----==ccem-_: 65,908 : 92,984 : 43,010
9. Commedities and transactijons not elsewhere : :
classified——===m——cmmmm e : 2,205 : 1,677 ¢ 1,620
Total — e 3 3,282,652 : 2,154,084 : 1,830,889
H s :
U.5. imports: : : :
0. Food and live animals=====—=-comommmee . ____ E 17,070 : 7,081 : 6,574
1. Beverages and tobacco-=====--=—commmmo o ______. . 9,042 : 6,024 : 7,665
2. Crude materials--inedible, except fuel----=====: 17,270 : 16,286 11,063
3. Wineral fuels, lubricants, etc-—--=—mmecmmmmeee; 191,577 : 105,904 : 86,958
f. Dils and fats--animal and vegetable-~—---——==uoa : 9 : 9 s 37
5 Chemical === e} 207,819 : 156,357 : 162,663
6. Manufactured goods classified by chief : : :
material——==—— - ' 103,801 : 79,575 : 68,165
7. Machinery and transportation equipment=-=-—-=—=- : 2,615 : 1,919 : 2,728
8. Miscellaneous manufactured articles———===———=-o; G,462 3,938 : 2,928
9. Commodities and transactions not elsewhere : : :
classified ---------------------------------- i 214?? ' 1,828 : 213‘?1
LB e ST T S :

556,122 : 376,921 : 308,952

17 Includes Estonia, Latvia, and Lithuania.

Source: Compiled from official statistics of the U.S. Department of Commerce.

Hote.--Because of rounding, figures may not add to the totals showun.
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CONPOSITION OF U.s. EXPORTS TO THE U.8.8.R

1584

FD & aNINAL 81,25%

OTHER 3.13%
MACH, TRNSP 3,13%

CHENICALS 6.25%

CRUDE MATLS 6,25%

TOTAL: $3.3 BILLION

COMPOSITION OF U.8. IMPORTS FROM THE U.8.8.R
1984

CHEMICALS 40%

MIN FUELS 33.33% SR 0%

INTERMD MFR 16.67%

TOTAL: $0.6 BILLION
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U.S, TRADE WITH CENTRALLY PLANNED ECONOMIES
U.5. Trade with the USSR

© The U.S. trade surplus with the USSR grew $1.1
billion in 1984. 3 billion to $2.7
>

© U.S. exports to the USSR soared 64 percent to $3.3 bi
following a sharp decline the previous year. il lon dn 29645

—=— Virtually all of the export growth occurred in w t d
response to continued poor Soviet crop PCOdUCtiogfa and corn in

e ESS4USSR accounted for 7 percent of U.S. agricultural exports in

== A new U.S.-USSR grain agreement, which took effect
Octo?er 1, 1984, specifies higher purchasing Ceilings than the
previous agreement. ’

© U.S. imports from the USSR in 1984 rose to $0.6 bi i
highest level since 1979. 1lion, their

== Fuel o0il and chemicals accounted for most of the import growth.

== Imports of platinum and other precious metals ;130 expanded.

U.S. TRADE WITH CEHTﬂﬂI;LY PLANNED ECONOMIES
CBILLIONS OF DOLLARS)

19

ES RN AR NN RN N

|
1980

US EXPORTS
US INPORTS
US TRADE BALANCE

= AN SNSNNNNSNANY

3

1982 1983 1904
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TALKING POINTS: CENTRAL AMERICA

o PRESIDENT'S POLICIES WORKING:
-— DEMOCRACY GAINING GROUND: DEMOCRATIC ELECTION

OF PRESIDENT IN PANAMA; DUARTE GOVERNMENT IN EL
SALVADOR.

—— NICARAGUA THE ONLY EXCEPTION TO DEMOCRATIC TREND.
o OBJECTIONS TO SANDINISTA REGIME:

-— OPENING COUNTRY TO SOVIET, CUBAN, LIBYAN AND OTHER
FORCES AND "ADVISERS."

—-- MASSIVE MILITARY BUILD-UP (SOVIET AND CUBAN ARMS) TO
THREATEN AND POLITICALLY INTIMIDATE NEIGHBORS.

—— SUPPORT FOR INSURGENCIES IN NEIGHBORING DEMOCRACIES.
—— SUPPRESSION OF DEMOCRACY AT HOME.
o STRATEGY: MULTI-FACETED.

-- SUPPORT FOR FRIENDS (MILITARY AND ECONOMIC AID,
POLITICAL SUPPORT.

—— SEARCH FOR NEGOTIATED REGIONAL SETTLEMENT UNDER
CONTADORA.

-— THOUGH THAT PRETTY MUCH SCUTTLED BY
SANDINISTA REJECTION OF LATEST CONTADORA
REGIONAL PEACE PROPOSAL.

~— SUPPORT FOR CONTRAS AS PRESSURE POINT ON SANDI-
NISTAS.

—— WITHOUT SUCH PRESSURE NO REASON IN WORLD
FOR SANDINISTAS TO RESPOND TO OUR CONCERNS.

o HOUSE SHOULD ACT ON PRESIDENT'S PACKAGE NOW.
—-— SANDINISTA INVASION OF HONDURAS SHOWED TRUE STRIPES.

-—- SO DID SCUTTLING OF CONTADORA INITIATIVE.
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THESE CALLS TO "GIVE PEACE A CHANCE" MAKE NO SENSE.

SANDINISTAS DON'T WANT A NEGOTIATED SETTLEMENT, EITHER IHN

NICARAGUA WITH OPPOSITION OR IN REGION WITH NEIGHBORS.

o

O

c019_041_043_all_Alb.pdf

O'NEILL PROMISED REAL VOTE. WHAT HE DELIVERED WAS SHAM.
HOUSE REPUBLICAN MANEUVER EXACTLY RIGHT MOVE.

—— STILL WILL BE TOUGH BUT OFFERS US SOME HOPE OF
A REAL VOTE IN HOUSE.
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FACT SHEET ON TERRORISM BILL

ELEMENTS OF THE BILL:

o Defines terrorism as an act of aggression by a foreigner,
aimed at U.S. citizens and corporations, with the purpose of
influencing our policy.

o Gives the President clear-cut authority to deal with
specific acts of terrorism with all appropriate means, including
deadly force.

o Gives the President authority to act to preempt as well as
respond to specific acts of terrorism.

o Makes clear terrorists include not only actual "bomb
throwers" but also those who organize, lead, fund and support
terrorists.

o Requires the President to report to Congress within ten
days of utlizing his authority, specifying in detail the
terrorist threat or terrorist act that justified his action.

o Supercedes the War Powers Resolution by: (1) imposing no
time limit, such as the 60 and 90 day time limits in the
resolution, on the President's use of force in a terrorist
situation; (2) requiring no prior consultation with Congress; (3)
and extending the reporting period from 48 hours to 10 days..

PROTECTIONS IN THE BILL

o Limits the authority to terrorist situations.

o Insures, through the reporting requirement, that the
authority will be used only to combat specific acts of terror.

o Does not expand the President's traditional powers to
conduct foreign policy -- only to react to terrorism.

o Applies only to acts by foreigners and has no impact on
the rights of Americans.
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TALKING POINTS ON ANTI-TERRORISM BILL

Justification for bill

—— PURPOSE OF BILL: TO CLARIFY AND STRENGTHEN PRESIDENT'S
AUTHORITY TO DEAL WITH TERRORISM.

—— TERRORISM IS AN ACT OF AGGRESSION AGAINST THE UNITED
STATES.

—-— WHEN THERE IS A CLEAR-CUT CASE OF TERRORISM, PRESIDENT
MUST HAVE AUTHORITY TO REACT: QUICKLY, DECISIVELY AND WITHOUT A
BUNCH OF SECOND GUESSING.

—— PERSONALLY BELIEVE PRESIDENT ALREADY HAS THAT AUTHORITY.

—— BUT RECOGNIZE OTHERS VIEW THIS CONSTITUTIONAL MATTER
DIFFERENTLY.

—— IMPORTANT THAT IT BE CLARIFIED AS SOON AS POSSIBLE.

-— ALSO IMPORTANT THAT WE HAVE POLITICAL AUTHORITY OF
CONGRESS CLEARLY BEHIND PRESIDENT. WILL IMMEASURABLY STRENGTHEN
HIS HAD.

Protections in Bill

-— LIMITED TO TERRORISM SITUATIONS.

-— DOES NOT EXPAND PRESIDENT'S TRADITIONAL POWERS TO CONDUCT
FOREIGN POLICY -- ONLY TO REACT TO TERRORISM.

-- REPORTING REQUIREMENT TO FURTHER INSURE WILL BE USED ONLY TO
COMBAT SPECIFIC ACTS OF TERROR.

-—- APPLIES ONLY TO ACTS BY FOREIGNERS.

-— DOES NOT IN ANY WAY IMPACT ON RIGHTS OF AMERICAN CITIZENS.
—-— EXCEPT FOR INSURING THE RIGHT TO FREEDOM FROM TERRORISM.
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The Group of Five has driven down the dollar’s value against
major currencies. So why are farmers miffed? The textile trace?

Good medicine,
too few patients

By Edwin A. Finn Jr.

8 1LL TURRENTINE is one angry
y farmer—but not for the usual
sty reasons. Sure, the local irriga-
tion equipment company went bust
last month, farm banks around him
are under water, and at best there’s a
bleak future on the farm for his son.
But the Kansan’s real beef is with
the world’s finance ministers, espe-

cially the Group of Five (the U.S,,
Britain, France, West Germany and
Japan), which has been collaborating
since last September to weaken the
dollar and thereby help the U.S. cut
its trade deficit. The way farmer Tur-
rentine sees it, they're the ones who
make peddling his wheat abroad un-
profitable. If this year’s harvest of
hard winter wheat goes like last
year’s, Brazilian bakeries will end up

buying his crop for less than it cost
him to raise the stuff.

Selling wheat overseas is critical to
Turrentine and thousands of other
American farmers. But it's a money-
losing proposition when prices are as
low as they are today. Why so low? In
good part because big competitors
like Australia, Canada and Argentina
undercut prices by keeping their cur-
rencies cheap against the dollar.

The group of how many?

The dollar has barely budged against the currencies of
Canada, Taiwan, Hong Kong and South Korea, among
others. That means U.S. trade deficits with those coun-
tries are likely to persist this year—and they may even

widen. Meanwhile, pressure from aggrieved farmers
and manufacturers across the U.S. could force Treasury
Secretary James Baker to broaden his currency discus-
sions well beyond the Group of Five.

1885 U.S. trade deficits ($billions)

+5.8%. 1

Prri |
Hong Kong

30
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Few people besides Turrentine
seem to have noticed that while the
dollar has fallen sharply against the
currencies of Japan, France, Britain
and West Germany in the past six
months, it is still flying high against
many of the world’s other currencies,
especially those in which some of
farmer Turrentine’s sharpest compet-
itors price their crops. “The Group of
Five hasn’t done a thing for the farm-
ers,” Turrentine complains bitterly,

Agriculture Department officials
agree. Partly owing to weak curren-
cies in Australia, Canada and Argenti-
na, they project the U.S. share of
worldwide wheat exports will shrink
to 30% for the year ending June 30,
down from 36% the previous fiscal
year. Meanwhile, Australia’s share of
world wheat exports 1s expected to
jump to 17%, from 14%, and Cana-
da’s stake will probably climb a per-
centage point, to 19%.

The issue reaches far beyond the
farm. U.S. plasticsmakers, steel com-
panies and textile firms stand to lose
out because the dollar has barely
budged against the currencies of Sin-
gapore, Hong Kong, Taiwan and
South Korea. These are among the
world’s feistiest competitors, and
cheap currencies will only make
them feistier. Korea, for instance,
with its deliveries of carbon plate
streaming into the West Coast and its
tubular steel gaining market share in
the Texas oilfields, already makes 8%
of the steel imported by the U.S. And
while Japanese autos will become
more costly here, Korea’s subcompact
Hyundai Excel will not.

As long as Asia’s emerging industri-
al powers can maintain cheap curren-
cies, their imports to the U.S. are like-
ly to keep swelling. Those imports are
nothing to snceze at as it is. Last year
the U.S. trade deficits with Taiwan,
Hong Kong and South Korea were
17% greater than its deficits with
West Germany, France and Britain
(see chart, opposite page).

What's more, the Japanese may cap-
italize on the currency advantage by
expanding their assembly operations
in places like Taiwan and then ship-
ping the final product to the U.S. Al-
ready that practice has become a
“back door” that masks significant
Japanese exports.

Should the U.S.have included more
than just the Group of Five at the
currency parley at New York’s Plaza
Hotel last September? Washington, in
spite of howls from peaple like farmer
Turrentine, still sounds unpersuaded.
The attitude seems to be: Who cares
about Taiwan, Brazil, Australia? “The
only real players are the dollar, the

FORBES, APRIL 7, 1986
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yen and the mark,” contends a Senate
staffer whose boss is talking a lot
these days about worldwide monetary
reform. “Next, people will be com-
plaining that New Guinea’s currency
isn't moving against the dollar,”” he
sniffs. “These smaller currencies just
march to their own drummer.”

But U.S. voters may not agree, put-
ting pressure on Congress to act
against some of the smaller players.
Already there’s been talk of Treasury
Secretary James Baker opening up his
currency club to include Canada, Ita-
ly, Sweden, Belgium and the Nether-
lands. But that ignores newly indus-
trialized countries that are a big part
of the problem: Brazil, Taiwan, Korea.

It would take some serious arm-

. twisting to get players like Hong Kong

TR

iSin

A

Sears

lots of things: investments, insur-

to stop fixing their currencies to the
dollar at such low exchange rates.
And some economists say it would be
counterproductive to urge debt-ridden
countries such as Argentina to raise
their currencies’ value.

But a system that fails to take into
account Australia, Argentina and
Asia’s emerging industrial powers is
probably inadequate to solve the U.S.
trade problem. Expect pressure, as the
evidence mounts, from U.S. farmers,
steelmen and other aggrieved parties
to form a new, larger currency group,
perhaps consisting of the 20 countries
that do most of the world’s trading,
After all, it is not Japan or Germany
that causes woes for U.S. farmers or
for U.S. textile, shoe and garment
manufacturers. @

ance, real estate, credit cards. But retailing
remains the heart of the business. How well

is that beart beating?

Minding the store

By Barry Stavro

EARs, Roesuck & Co.'s new

Discover credit card has appar-

ently caught the imagination of
investors, even though Sears expects
to lose $115 million on the plastic
this year. At the same time, Sears’
Dean Witter group is struggling to
expand its presence in financial ser-
vices; meanwhile, in real estate Cold-
well Banker is running smoothly, as is
the big Allstate Insurance group. All
the same, Sears’ fortunes will depend
over the next few years, as they have
for most of the last century, primarily
on the retail business.

Last year Sears’ merchandise group
produced 65% of the company’s $41
billion sales and 59% of the §1.3 bil-
lion profits, or $3.53 per share. Sears,
which in the 1960s passed A&P and
became the world’s largest general

merchandise retailer, is still the big--

gest, even though K mart is threaten-
ing to close the gap. Last year K mart
hit §22.4 billion in retail sales, com-

pared with Sears’ $26.5 billion.

Does it matter if K mart passes
Sears in dollar volume? Yes. There is
more at stake here than bragging
rights, In recent years, the growth in
specialty retailers—from Toys “R” Us
to Home Depot—has nibbled away at
Sears” market. K mart has also
grabbed sales by offering hardware
and housewares that are reliable but
low-priced. And K mart has diversi-
fied cleverly, buying bookstore, drug-
store and home improvement chains
to bolster its sales and opportunity for
greater profit,

Sears executives admit that they,
too, are looking at possible acquisi-
tions as a way to increase their com-
pany’s sales. Sears also plans small
specialty stores of its own. It will
open 50 small paint and hardware
stores this year in urban areas, hoping
to steal some business from Ace, True
Value and other chains. Sears also has
gotten a different lesson in merchan-
dising from another sharply competi-
tive discounter, Wal-Mart, which has
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Selected Internatiomnal Prices

Item $ March 18, 1986 : Change from : A year
: 2 a week ago : ago
ROTTERDAM PRICES 1/ $ per MT § per bu. $ per MT $ per MT
Wheat:
Canadian No. 1 CWRS~13.,5%. N.Q. e == 183.00
U.S. No. 2 DNS/NS: 14%.... 165.00 4.49 +4.50 165.00
U.S. No. 2 S.R.W. .....10/ 119.00 3.24 0 164.00
UsSe Noe 3 HeAiDoveososone 164.00 4.46 +5.00 177.00
Canadian No. 1 A: Durum... N.Q. - == 187.00
Feed grains:
U.S. No. 3 Yellow Corne.... 112.00 2.84 +.50 135.00
Soybeans and meal:
U.S5. No. 2 YelloWeeeosnes 218.70 5.95 +.50 244,00
Brazil 47/487% SoyaPellets 204.00 - +4.00 155.00
U.S. 447 Soybean Meal.... 198.00 = +4.00 150.00
U.S. FARM PRICES 3/
WHEAL. «o vssnesssanmoneibsion 115.36 3.14 73 123.08
BArleYssssssnovnsnosonosas —-— = - 78.54
o) o T SR S G S S 90.16 2.29 +1.57 105.91
Sorghumaeisaienesesssenes 79.81 3.62 2/ +1.10 94.58
Broilerscessccscsccsccsces 1121.70 - +322 1095.02
EC IMPORT LEVIES
Lo U I Y A TS R I 157.70 4.29 +.30 43.40
Barley.. ------ sesens esnsae 148.95 3.24 +1090 46035
COXN s wis oies as:s ars sininniesseis e 142,20 3.61 +.60 41.85
Sorghtilivie s s onsenssessnes 145.05 3.68 =4.50 54.55
Broilers 4/ 6/ 8/ceencesee N.Q. - - -
EC INTERVENTION PRICES 7/ 9/
Common wheat(feed quality) 192.10 523 +1.95 133.00
Bread wheat (min. quality) 204.15 555 +2.10 141.35
Barley and all
other feed grainS..eese. 192.10 === +1.95 133.00
Brozlera &4/ 6f..cesssssasie N.Q. - - m——
EC EXPORT RESTITUTIONS (subsidies)
WBERE versssnnennrnrisenis 86.80 2.36 == 16.10
BALEOY v v o5/ 0 v/ananinesoeess 109.80 2.39 == 28.25
Broilers 4/ 6/ 8/ceevrenen N.Q. - = ==

1/ Asking prices in U.S. dollars for imported grain and soybeans, c.i.f

Rotterdam. 2/ Hundredweight (CWT). 3/ Twelve-city average, wholesale weighted
average. 4/ EC category--70 percent whole chicken. 5/ Reflects lower EC

export subsidy--down to 20.00 ECU/100 bag effective 9/14/83 from 22.50

ECU/100

bag set in 2/83. 6/ F.o.b. price for R.T.C. broilers at West German border. 7/
Reference price. 8/ Reflects change in level set by EC. 9/ Changes may be

due partly to exchange rate fluctuations and/or ECU payments. 10/ June
shipment. N.A.=None authorized. N.Q.=Not quoted. Note: Basis April d

elivery.

#1.5. COVERNMENT PRINTING OFFICE: 1986-490-917:20403/FAS
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REMARKS

BY

SENATOR ROBERT J. DOLE

at the second session of the

FORUM ON U.S.-SOVIET TRADE RELATIONS

April 24, 1986
The Madison Hotel

Washington, D.C.

The Forum is a year-long series

of monthly lTuncheon meetings on
U.S.-Soviet Trade Relations
sponsored by the American Committee
on East-West Accord. For further
information, contact:

Margaret Chapman, Trade Program
Director, at (202) 544-5300
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"U.S.-Soviet Trade from the Congressional View"

REMARKS OF SENATOR ROBERT J. DOLE, April 24, 1986, Washington, D.C.
(Introduced by William G. Miller, Chief Executive Officer, ACEWA)

(Acknowledges introduction) Thank you very much, Bill. I appreciate that --

pretty much the way we had gone over it. You got it right. (Laughter)

I'm very glad to be here. I'm not sure what the media is all around here for.
I wasn't going to say anything. VYou must have another program following this

one. (Laughter)

The Senate is in session today. That's the bad news. The good news is we're

not going to stay in too long and we'll not be in tomorrow but we'll be back on
Monday. We're looking at the budget right now. I'm not here to talk about the
budget, but quickly just to give you a thumb-nail sketch of where we are --

many of you already know -- and what we're doing, and that wouldn't take long to
tell you that (laughter). But there is a lot of precedence for doing nothing,
and we wouldn't want to break the mold. So ;e are struggling with the budget

as we do every year. We'll be struggling with it for some time as we do every
year. We have tax reform in the Finance Committee. Up until this morning we
have been meeting in the sunshine. Starting this morning, with Chairman Packwood,
we are now meeting in the back room, in what I guess you would call a closed
session to see whether tax reform will be able to fly. So we're looking at those
two basic issues which are with us all the time. But I would also indicate to
this group that we're looking at another issue, a broader issue, hopefully not

a partisan issue, under the general heading of trade--which means many different

things to many different people.

To some of us who are running in 1986, as I am, and to others in the Congress,
it means how do we protect, or how do we help--I don't mean to use that word
"protect,” it may have the wrong meaning! (Laughter). How do we assist our

constituents who are trying to sell their products overseas, who believe they
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are competitive and believe they should have access to markets around the world.

I would only say this, it is bipartisan. It is not a partisan issue. I hope it
does not become a partisan issue. As many of you know, on the House side the

Ways and Means are engaged trying to mark up a trade bill. We had an experience
yesterday in the Finance Committee whether or not we should enter into negotiations
with Canada on a free trade agreement. The question is whether we should disapprove
the resolution. The vote was 10 to 10. The President won on a tie vote. It was
after a lot of heavy work and lobbying. In the last analysis, Senator Matsanaga
decided to vote with the rest of us to give us 10 and the opponents had 10. That's
an indication in itself. Not that we have any problems with Canada. Very clearly
everybody praised Canada and all the great things in our friendship, our border--
we have a few trade problems but not generally with the government. We have good
relations. And then proceeded to vote against them. They did it because of

their frustration, I assume, with the Administration, as we have been frustrated

with other Administrations when it comes to trade.

I guess we have a narrow view. If you come from farm country and you can't sell
your commodities overseas. Or if you've lost your job if you're in the textile
area or the steel area. There are a lot of reasons that would lead us to believe

we ought to do better on the trade side.

We have a rather simple view of trade, many of us. We are not particularly expert,
but we are running for election and reelection from time to time--which many of the
experts do not do. Ours is simple to the extent that we believe that if we are
competitive that we should have access to markets if those same countries where
they are competitive have access to our markets. It is hard to explain to people
in my state why we don'th%E%ess in certain countries to their markets,when they
appear to have unlimited access to ours whére they are competitive. I must say

that it is particularly difficult coming from a farm state where we find ourselves
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in almost a state of depression in parts of the farm belt because of lack of
exports, low prices, the high dollar, whatever. It is changing I think, finally,
for the better. But I have observed when I have gone home from time to time

and gone to town meetings, not frequently but a few times, I have had a few
farmers in the front row and they had caps on and across the front it said

"Dump Dole." We immediately put them down as "undecided." (Laughter) But

it is an indication of the farmers' frustration. I'm not certain they dislike

Bob Dole--maybe they do--but they want somebody's attention.

I will just say in a general way that I assume there will be some trade legis-
lation this year, hopefully with the Administration's support. But with or
without the Administration's support I have a feeling that something will pass.

Whether or not it will be vetoed or signed I'm not certain.

But let me be a 1ittle more specific, because I know where I am and I know you
are interested in East-West trade. I know that many here are hoping that there
are some opportunities withthe Soviet Union in particular. I think that first

of all we have to understand that we are not interested in giving the Soviets
high technology. There are certain limits that we believe are in our own national
interest. We wonder how many more Americans may have lost their 1ives in Libya
had thegtHSdLEE¥%E§]equipment. So we are a little leery about people trying to
tell us not to worry about technology because we believe we can control that.

So I must start off with that caveat. I think the Soviets have greatly increased
their military capabilities. They would certainly 1ike to have our technology.
There may be some of it we can spare. But when it gets into the high tech and

some of these areas, then I think we have to draw the line.

I also believe--though I am not the expert, I am on the Finance Committee and I am

on the Trade Subcommittee, and have spent some time on the issue--as I look at the
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Soviet Union, and again, I hope that someday there may be everlasting friendship,
and I am certainly encouraged by the first visit that President Reagan and Secre-
tary Gorbachev had and I hope there is a second visit, whether it comes before

or after the election I don't think makes much difference. It appears now that

it is more Tikely to come after the election just looking at the calendar,

Tooking at the President's schedule, and looking at the latest move by the Soviets,
But in any event, we believe that dialogue is very important. We believe that

even in the farm belt that trade might improve and mutual advantage to both the
Soviets and the United States and the American farmer, for example, if we continue
to have the dialogue and continue to break down some of the barriers and some of

the notions that we have about one another.

But we are hopefully not naive. Not speaking as someone who wants to trade with
the SovietstSSﬁESHeaaho wants to improve our relationship, but speaking as a
member of the Congress. As far as I can determine there are only two reasons

for expanding trade with the Soviet Union. One is economic and one is political.
Some have more interest in the economics than the politics. The economic benefits
that normally flow from trade apply to trade with the Soviets. But we must keep
in mind that declining world energy prices probably limited what the Soviets might
have available in any event. Now who knows what the 011 prices may finally do,
but I would guess that they sharply reduced the hard currency earnings in the
Soviet Union and the ability of the Soviets to engage in trade with the West.

Maybe it is temporary, maybe it's lasting. I don't know.

The political benefits of trade with the Soviets are probably less clear. I
think it is rather clear that the Soviets have a record of subordinating their
economic interests to political ends. While we would Tike to think that trade
ties normally bring countries together, and people together, whatever, we are

not certain that is the case with the Soviet Union. But there is some evidence
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that behind all the dogma the Soviets have an interest. And the fact is their
desire to trade with the West is not just economic but for political reasons

as well. Their interest in participating in GATT as an observer, their interest
in MEN treatment is certainly in my view another piece of evidence they want to
be accepted as equals in the world of trading nations. I don't think we should
ignore these approaches. To me if they are signals they should be pursued. We
should determine what the final result might be and what their real purpose might

be.

The Soviets, as you know, perennially object to the U.S. denial of MFN under the
Jackson-Vanik Amendment. Since the Jackson-Vanik Amendment was passed in 1974,

I think it is fair to say it has met with mixed results. The Soviets are offended
by the fact that we try to impose restrictions and try to say "unless you do this,
we are not going to trade with you." That is resented by the Soviet Union. On
the other hand, we are concerned about human rights. And the very basic human
right is the right to emigrate, even if it happens in the Soviet Union. We have

a right to respond in some way, and this is the way chosen-- an amendment by

the late Senator Jackson and now-retired Congressman Charlie Vanik.

I wanted to explore Jackson-Vanik, I think it was about three years ago, and

had a brief hearing in the Senate Finance Committee. I remember Senator Jackson
appearing at that hearing and indicating that we shouldn't change anything.

Whether it was working as well as we had hoped, he still felt it was a statement
that needed to be made year after year after year by the Congress on the subject

of human rights, even if those people happened to reside in the Soviet Union.

Many of us believe, and again it is not a partisan issue--I don't think it is

an issue in this audience, as I said the right to emigrate is a fundamental right--
and 1 think the Congress is unlikely to turn a deaf ear to the Soviet abuse of

this right. So what do we do about it.
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There are a number of options, and I am sure there are a number of suggestions

in this audience. One approach would be to suspend the Jackson-Vanik as applied
to the Soviets for one year. See what happens. If the Soviets loosen up on
emigration, extend the suspension for another year, and so forth. This might

get us out of the circular deadlock we are now in --where they won't loosen

up on emigration under the threat of Jackson-Vanik, and we will not repeal
Jackson-Vanik because they won't loosen up on emigration. We need to look for
some way to fashion some new approach to what I consider a very serious problem.
Maybe it will be resolved at the highest 1levels, maybe between the President

of the United States and Mr. Gorbachev at their next meeting or the next one.

You know they have a lot of other areas to discuss, but certainly in addition

to arms control this is of great interest to many, many people, many business

men and women, many corporations, many who are trying to improve our relationship
with the Soviet Union--not just for their economic gain but what they consider to
be a necessity and a hope that we can 1ive with each other in peace for the

next fifty or one hundred years,

So I would just suggest that we are aware of the problem. We are aware of how
much U.S. trade we have with the centrally planned economies. We have a little
surplus with the USSR, about 2.7 billion dollars in'84, so we have a 1ittle the
better of it. But I would just suggest in the overall trade debate to take

place this year, there may be room for some discussion or recognition of a fact
to at least go back and take another look at Jackson-Vanik. There is no question
in my mind that in order to make any change there is going to have to be a change
in attitude of many groups in this country. Some believe very firmly that we
shouldn't change it one bit--that there shouldn't be a suspension, there should
not be anything that deviates from the Jackson-Vanik Amendment. But I do see
some signs of a change in attitude among some of the Jewish Teaders in America

who now believe that perhaps there might be some other approach. So I would
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guess that whether or not anything is done would depend on the attitude of

many leaders in that area, and also the Administration. We don't know what

the Administration, what the President‘s policy might be in this area. 1

don't know of anybody in the Senate, the Senate Finance Committee, who is

seeking to walk out there alone without some evidence that there is going to

be some broadbased support--bipartisan support, support of the Administration,
support of the groups diectly involved, support of the business groups, and
support of many conservative groups that have a little different view on particu-

larly the high tech area that I stated.

I think it was President Eisenhower who said that he would be willing to sell

the Russians anything they couldn't shoot back at us. That is how some of us
from the farm states justify grain sales and other things of that kind. It was
repeated by Hubert Humphrey; in fact I think he inserted that everytime he

talked about exports. The other theory was that if they are going to spend

their hard currency, why not spend it on food. I know that some in this audience

have other ideas on how they could spend it, not just on food.

So I would guess that we haven't made any great changes. We like to believe
that we are a good supplier. We have some products the Soviets might want if
they have the money to pay for it. So I am just suggesting as one member of

the Senate Finance Committee and the Trade Subcommittee that we are certainly
aware of some of the desires of this group andﬁﬁq¥iqﬂéyto be responsive, keeping
in mind, I think, what I stated at the outset. I don't believe that there is
anywhere near a majority in the Congress who are yet willing to embrace some

of the ideas being proposed by the Soviet leaders. We have yet to see any

real demonstration of their concern--at least as we see it, they may have just
the opposite view--whether it is arms control or cooperation against international
terrorism, or whatever it may be. I would guess that until the President and
Me-—Gerbachev continue their dialogue and actually have some concrete results

that attitude is not going to change.
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Mr. Gorbachev continue their dialogue and actually have some concrete results,
that attitude is not going to change. There are many in the Senate, not all
Republicans but Republicans and Democrats,who pretty much share this view.

We want to make progress, but our definition of progress might be a bit different
from yours. Sometimes progress is not changing. To others progress is changing,
moving in one direction or the other. I just hope that we can work together

with this Committee and others.

I might have a 1ittle time for some questions. I might not have the answer, but
I could mail it to you.

Q: Would you be a 1ittle more specific on the trade bill you mentioned. .how
that is being played out...how hard a fight you think it's going to be?

A: Well I was in a meeting yesterday at 1:45 at the White House when the
President met with about eight Senators, trying to convince them to help him

out on the Canadian proposal. Out of the eight, one finally did--Senator
Matsanaga. Again, the President indicated to Senator Matsanaga quite clearly
that he had gotten the message. The message was that many of us in the Senate
don't feel we have been lproperly consulted by the Administration. We don't
always mean the President, because he can't consult on everything. We have

the highest regard for Secretary Baldrige and Ambassador Yeutter, the USTR,
and all that. A couple of things we're looking at...we're looking at a whole
host of things, including mandating that the President take certain actions if
we find that certain unfair trade practices have taken place. In effect,
revising section 201 and 301. I don't think any Administration could support
that. But these are the kinds of things we have in mind. I would hope that the
trade debate does not become politicized and not become a partisan issue before
the’86 election. We don't believe it will on the Senate side. We haveigﬁtstand-
ing leadership of Senators Danforth and Bentsen, the Chairman and ranking member

on the trade subcommittee, We may let some of our parochial views show from
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time to time, but I think generally we have an objective view of what should

be done.

Q: Do you think the Soviet Union should pay for what it imports from us in

hard currency, or what would be your position on selling on credit to the
Soviets. And secondly, what do you feel about the fact that the trade balance
with Romania and some other countrigg:hgsfggexeﬁgaative. Just from a financial
and trade balance point of view?

A: I think that we have found in the past...I don't have the figures here...
that the Soviets have been pretty good in repayment. There haven't been any
problems, whether it's cash up front or solid credit terms. We haven't had any
problems with that. I think I would leave that up to the Administration that
might be undertaking that proposal. We are concerned about our trade deficits.
I don't have the figures on Romania. (Turns to Dr. Susanne Lotarski, Department
of Commerce) Have we had a trade deficit with Romania?

Lotarski: The last couple of years it has been a deficit.

A: It is not large compared to what we are facing in other countries. We can't
always expect X for X. There are always going to be trade imbalances in some
countries. I would Tike to think that overall there is some sort of balance.

We haven't had that balance primarily because of our big deficit with Canada
and the bigger deficit with Japan. I am not certain that is a big factor.

Q: I wonder if you would comment on the status of U.S. agriculture. Certainly
through the years U.S. agriculture has been losing its market share overseas.
China is selling soybeans to Japan now, and there is a glut in the market.

Do you feel that U.S. agriculture is sti}1 competitive and can improve its posture
in coming years?

A: I picked up Tast Sunday's paper, I think it was, saying that farm exports had
dropped another 20 percent. You bring that back to the farmer, who is already
in a depressed situation. It's pretty tough. They tell the story in Iowa --

I was out there recently checking on Bush and Kemp..(laughter) I was visiting
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with this farmer who said "I've got to tell you about my neighbor. He was
arrested for child abuse." I said "what happened?" He said "well, he gave
his farm to his son." (laughter) That's how tough it is out there in parts
of the country. A1l we need to further depress the market price which is
already depressed, is not to be able to export. Now we have this new farm
bil1. $53 billion signed by the President on December 23, and the cost has
been reestimated at $60 billion over three years. In that particular bill
there are literally billions of dollars for export programs. We have the so-
called "bicep" program. The export enhancement program. Again we have a
problem there with the Soviet Union, who says "we're not going to buy it from
you because we don't get the bonuses." We have a philosophical/ideological
difference. We shouldn't subsidize the Soviets at all. Of course, that sort of
pits the farmers against other conservatives. Farmers consider themselves to
be conservatives. So I am not certain how it's going to work. We have lost a

lot of our market shares. rES&Qgto the soybean decisionth?t

President Nixon

made with Brazil, we lost a 1ot of our markets. So we haven't had much luck

with our on again/off again embargoes. Very frankly,our price support structure
in effect did ourselves in. We have changed in our new farm bill the direction
of price supports. Now they are going to be flexible. Now they are going to

be lTow. Hopefully they are going to be competitive with other countries. And
hopefully we can export some of the $8 billion of surplus grain we have by

using an export program which would in effect tell a country "if you've been

a purchaser, and you buy from us, we'll give you a bonus -- unless you are

the Soviet Union." You know that presents a real problem. Maybe the President

and Mr. Gorbachev can...well, that's a small detail, but it's rather important.

Well, we have a meeting at the White House at 1:45, to thank the ten of us who

helped the President on the Canadian vote yesterday. The President leaves
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tomorrow for Tokyo. It takes him a while to get there. He will stop in L.A.
for one night, in Hawaii for two nights, Bali a couple of nights. (laughter)
We told the President to leave his number in case we needed him. We are on

the budget, and taxes, and all of these things are coming in focus all at once.
I told the President this morning that if I really got into deep trouble I'd

check with the Secretary of Transportation. (hBB?Q&EE)&

* % %
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