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SUGAR ACT AMENDMENTS OF 1962

WEDNESDAY, JUNE 20, 1962

V.S. Snx~vr,
('o113IITTE;I (N FINANCE,

lVashington, D.C.

The colln-ittee net, pIrsuant to notice, at 10:15 aan., iii room 2221,
New Senate OfMice Building Seuioi
presiding. Harry Flood Byrd chairman )

Present: Senators Byrd, 1err, Long, Sinathers, Anderson, I)ouglh,
Gore, Talmad-e, "Williams, ( arsono, Bennett, Curtis, and Morton.

Also present: Elizabeth IS. Springer, chief clerk, and Serge N. Ben-
son, professional staff mneliber.

The C11x1.1r.X. The conmlittee will come to order.
The coin nittee has under consi(lerat ion the Sugar Act Amendments

of 1962, II.l. 12154. 1 l)l'%e in the record two staff meiiiorandumns
showing the principal l)rovisions of the h1ouse-passed bill, and sum-
mary of the proposed quotas, as well as a copy of the bill.

(The documents referred to follow :)

PRINCIPAL PROVISIONS OF H.11. 12154, SUGAR AcT AMENDMENTS OF 1962

The bill-
1. Extends the act to December 31, 1966.
2. Increases the quotas for domestic sugar-producing areas about 625,000

tons (based on 9.7 million tons anticipated consumption) and provides 63
percent of the increase in consumption shall be provided by domestic areas
(as against 55 percent l)reviously).

3. Allocates basic quotas to 26 countries including Cuba.
4. Authorizes the purchase of the Cuban quota from 11 countries through

December 19063.
5. Provides that a deficit In the quota or proration for any domestic area

or foreign country would be prororated on basic quotas to quota countries.
If these cannot supply the deficiency, then allocations may be made to
nonquota countries with which we are In diplomatic relations.

6. Provides that any nation which unlawfully expropriates American.
owned property or otherwise seriously discriminates against such property
may have its quota suspended.

7. Provides that if any nation discriminates against the U.S. citizens In
its sugar program the President may suspend its quota.

8. Authorizes the payment of $22.8 million to the Dominican Republic
and to American sugar companies for the entry fee imposed on nonquota
sugar purchases during the Trujillo regime.

9. Provides that quotas apply to the sugar content of any sugar-containing
product which does not have a recent history of importation unless the im-
portation will not interfere with the objectives of the act.

10. Provides direct-consumption sugar limitations similar to those in
present legislation for Hawaii, Puerto Rico, and the Philippines. No direct
consumption imports would be permitted from countries other than the
Philippines if their quotas are In excess of 20,000 tons. For countries under
20,000 tons quotas of direct consumption sugar would be based on average
entries during 1957-59.
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11. Sets up a small liquid sugar quota to permit the importation of sirup
of cane Juice of the type of Barbados molasses and eliminates other liquid
sugar quota.

12. Prohibits the importation into the Virgin Islands of any sugar not
produced in domestic areas. The Virgin Island quota may come only from
that area and must be produced there.

13. Provides a national reserve of not more than the acreage needed to
yield 50,000 tons of sugar to be assigned to farms on a fair and reasonable
basis without regard to any previous production history. Clarifies cir-
cumstances under which the Secretary would establish grower propor-
tionate share an(1 the Secretary's authority to consider the sugarbeet produc-
tion history of farm operations.

SUMMARY OF QUOTAS PROPOSED IN II.R. 12154

11.11. 12154, as passed by House of Representatives, extends act 41/2 years to
December 31, 1966, with basic U.S. quota set at 9,700,000 tons, of which 5,810,000
tons allocated to domestic growers and foreign suppliers share in balance of
3,890,000 tons.

I)omestic basic quota shared as follows:
Beet sugar ---------------- 2, 150, 000 Puerto Rico --------------- 1,140, 000
Cane sugar ---------------- 895, 000 Virgin Islands ------------- 15,000
Hawaii ------------------- 1,110, 000

Foreign basic quota shared as follows:
Cuba ------------- 1, 500, 000 Colombia ------------------ 35, 000
Philippines --------------- 1,050, 000 lhaiti ------------ 25, 000
Peru ---------------------- 200, 000 Gunatamala 20- 000
I)ominican Repullic -------- 200, 000 Argentina ----------------- 20, 000
Mexico -------------------- 200, 000 India --------------- 30, 000
Brazil --------------------- 190, 000 South Africa ------------- 20, 000
British West Indies -------- 100,000 Panama ------------------- 15, 000
Australia ------------ 50, 000 El Salvador ---------------- 10,000
French West Indies -------- 40, 000 Paraguay ----------------- 10, 000
Costa Rica ----------- 30, 000 British Honduras ----------- 10, 000
Nicaragua ----------------- 30, 000 Fiji Islands - -. --- 10, 000
Republic of China ..--------- 45, 000 Netherlands --------------- 10, 000
Ecuador ------------------ 30, 000 'Nauritius ---------------- 10,000

Cuba quota 1,500,000-allocated on a temporary basis of 1 year as follows:
Philippines ----------------- 150, 000 Australia ------------------- 150, 000
Peru ----------------------- 150, 000 Republic of China ..-------- 150, 000
Dominican Republic --------- 150, 000 South Africa ---------------- 100, 000
Mexico -------------------- 50, 000 Mauritius ------------------ 100,000
Brazil --------------------- 150, 000 India --------------- 100, 000
British West Indies ---------- 150, 000

[H.R. 12154, 87th Cong., 2d sess.)
A BILL To amend and extend the provisions of the Sugar Act of 1948, as amended
Bc it enacted by the Scnate and Hosc of Representatives of the United States

of America ht. Congress assemblcd, That this Act may be cited as the "Sugar Act
Amendments of 1962".

SvF,. 2. Section 201 of the Sugar Act of 1948, as amended, Is amended as fol-
lows: By striking out the last sentence thereof, all of the language following
the phrase "in addition to the consumption, inventory, population, and demand
factors above specified mid the level and trend of consumer purchasing power,"
and by adding after such phrase the following language: "shall take into con-
sideration the relationship between the price for raw sugar that he estimates
would result from such determination and the parity index, as. compared with
the relationship between the average price of raw sugar during tile three-year
period 1957, 1958, 0n(1 1959, and the average of the parity Indexes duringg such
three years, with the view to attaining generally statle domestic sugar prices
that will carry out over the long term tie price objective previously set forth
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In this section. The term 'parity index' as used herein shall inean s ueh index
as determined under section 301 of the Agricultural Adjustment Act of 1938,
as amended, and as published monthly by the United States departmentt of Agri-
culture. In order that the regulation of coImmerce provided by this Act shall
not result in excessive prices to consumers, the Secretary shall make such ad-
ditional allowances as he deems necessary in the amount of sugar determined to
be needed to meet requirements of consumers."

SEc. 3. Section 202 of such Act is amended to read as follows:
"SEc. 202. Whenever a determination is made, pursuant to section 201, of the

amount of sugar needed to meet the requirements of consumers, the Secretary
shall establish quotas, or revise existing quotas-

"(a) (1) for domestic sugar-producing areas, by apportioning among such
areas five million eight hundred and ten thousand short tons, raw value, as
follows:

Short tons,
"Area raw value

Domestic beet sugar --------------------------------------. 650,000
Mainland cane sugar --------------------------------------- 895, 000
Ilawaii ---------------------------------------------------- 1,110.000
Puerto Rico ------------------------------------------------ 1,140, 000
Virgin Islands ---------------------------------------------- 15, 000

Total. --------------------------------------------- 5,810,000
"(2) (A) To the above total of five million eight hundred and ten thousand

short tons, raw value, there shall be added an amount equal to 63 per centula
of the amount by which the Secretary's determination of requirements of
consumers in the continental United States for the calendar year exceeds
nine millio.. seven hundred thousand short tons, raw value. Such additional
amount shall be aportioned between the domestic beet sugar area and the
mainland cane sugar area on the basis of the quotas for such areas estab-
lished under paragraph (1) of this subsection and the amounts so appor-
tioned shall be added to the quotas for such areas:

"(B) Whenever the production of sugar in Hawaii, Puerto RICO, or in
the Virgin Islands in any year subsequent to 1961 results in there being
available for marketing in the continental United States in any year sugar
in excess of the quota for such area for such year established under
paragraph (1) of this subsection, the quota for the immediately following
year established for such area under paragraph (1) of this subsection
shall be increased to the extent of such excess production: Provided, That
in no event shall the quota for Hawaii, Puerto Rico, or the Virgin Islanas,
as so increased, exceed the quota which would have been established for
such area at the same level of consumption requirements under the provi-
sions of section 202(a) of the Sugar Act of 1948, as amended, in effect
immediately prior to the date of enactment of the Sugar Act Amendments
of 1962;

"(b) for the Republic of the Philippines, in the amount of one million
and fifty thousand short tons raw value of sugar.

"(c) (1) for the six-month period ending December 31, 1962, for foreign
countries other than the Republic of the Philippines an amount of sugar,
raw value, equal to the amount determined pursuant to section 201 less
the sum of (i) the quotas established pursuant to subsections (a) and (b)
of this section, (i) the amount of nonquota purchase sugar authorized for
importation between January 1 and June 30, 1962, inclusive, pursuant to
Sugar Regulation 820, and (iiI) the quotas for foreign countries other than
the Republic of the Philippines established by Sugar Regulation 811 for
the six-month period ending June 30, 1962;

"(2) for the calendar year 1963 and for each subsequent year, for
foreign countries other than the Republic of the Philippines, an amount of
sugar, raw value, equal to the aiaount determined pursuant to section 201
less the sum of the quotas established pursuant to subsections (a) and (b)
of this section;

"(3) (A) the quotas for foreign countries other than the Republic of the
Philippines determined under )aragraphs (1) and (2) of this subsection,
less six hundred and sixty-seven short tons, raw value, for 1962 and less
thirteen hundred and thirty-two short tons, raw value, for 1963 and each
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year thereafter, shall be prorated among such countries on the following
basis: Per

"Country centum
Cuba ------------------------------------------------------ 52.84
Peru ------------------------------------------------------- 7.04
Dominican Republic --------------------------------------------- 7.04
Mexico ----------------------------------------------------- 7.04
Brazil ------------------------------------------------------ 6.69
British West Indies .-------------------------------------------.52
Australia --------------------------------------------------- 1.76
Republic of China -------------------------------------------- 1.58
French West Indies ------------------------------------------- 1.41
Colombia --------------------------------------------------- 1.23
Nicaragua -------------------------------------------------- 1.06
Costa Rica -------------------------------------------------- 1.06
India ------------------------------------------------------ 1.00
Ecuador ---------------------------------------------------- 1.06
Haiti ------------------------------------------------------- 0.88
Guatemala ------------------------------------------------------ 0.70
Argentina -------------------------------------------------- 0.70
South Africa ------------------------------------------------ 0. 70
Panama ---------------------------------------------------- 0.53
ElSalavdor ------------------------------------------------- 0.35
Paraguay --------------------------------------------------- 0.35
British Honduras -------------------------------------------- 0.35
Fil Islands ------------------------------------------------- 0.35
Netherlands ------------------------------------------------- 0.35
Mauritius --------------------------------------------------- 0.35

"(B) for the six-month period ending December 31, 1962, Canada, United
Kingdom, Belgium, and Hong Kong shall be permitted to Import Into the
continental United States the amount of sugar allocated to each in Sugar
Regulation 811, issued December 11, 1961 (26 F.R. 11963). For the calen-
dar year 1963 and for each subsequent year, Canada, United Kingdom, Bel-
gium, and Hong Kong shall be permitted to import into the continental
United States a total of thirteen hundred and thirty-two short tons of sugar,
raw value, which amount shall be allocated to such countries in amounts as
specified in Sugar Regulation 811, as amended, issued March 31, 1961 (26
F.R. 2774) ;

"(4) notwithstanding the provisions of paragraph (3) of this subsection,
whenever the United States is not in diplomatic relations with any country,
named In paragraph (3) of this subsection and during such period after re-
sumption of diplomatic relations with such country as the Secretary deter-
mines is required to permit an orderly adjustment In the channels of com-
merce for sugar, the proration or allocation provided for in paragraph (3)
of this subsection shall not be made to such country, and a quantity of
sugar equal to the proration or allocation which would have been made but
for the provisions of this paragraph, shall be authorized for purchase and
importation from foreign countries, except that all or any part of such
quantity need not be purchased from any country with which the United
States Is not in diplomatic relations, or from any country designated by the
President whenever he finds and proclaims that such action is required In the
national Interest. For the period ending December 31, 1962, and for the
calendar year 1963 any such quantity as is authorized for purchase and im-
portation under this paragraph (4) shall be allocated on the following basis:

"(i) Per

"Country centum
Republic of the Philippines -------------------------------- 10
Peru ------------------------------------------------------ 10
Dominican Republic ----------------------------------------- 10
Mexico ---------------------------------------------------- 10
Brazil ----------------------------------------------------- 10
British West Indies ------------------------------------------- 10
Australia -------------------------------------------------- 10
Republic of China -------------------------------------------- 10
India ------------------------------------------------------ 6.67
South Africa ------------------------------------------------ 6.67
Mauritius -------------------------------------------------- 6. 6
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"(ii) the Secretary shall from time to time determine whether, in
view of the current inventories of sugar, the estimated production of
sugar, and other pertinent factors, countries with purchase authoriza-
tions under subparagraph (I) of this subsection will fill them at such
times as will meet the sugar requirements of consumers. If the Sec-
retary determines that any country will not so fill its purchase author-
ization at such time as will meet the sugar requirements of consumers,
he shall cancel it to the extent that lie determines it will not be so filled,
and lie shall authorize for purchase and importation into the United
States a quantity of sugar equal to the amount of the purchase author-
ization so canceled by revising the authorizations for purchase and im-
portation from the other foreign countries named in subparagraph (i)
of this subsection by prorating such quantity among them. If the
Secretary determines that any such country is unable to fill its revised
authorization at such times as will meet the sugar requirements of con-
sumers, he shall authorize the purchase and Importation of such unfilled
quantity from such foreign countries as he determines will meet the
sugar requirements of consumers.

"(5) sugar authorized for purchase pursuant to paragraph (4) of this
subsection shall be raw sugar, except that If the Secretary determines that
the total quantity is not reasonably available as raw sugar from the countries
either named or determined by the Secretary under paragraph (4) of this
subsection, he may authorize for purchase for direct consumption from such
countries such part of such quantity of sugar as he determines may be
required to meet the requirements of consumers in the United States:

"(6) sugar shall not be authorized for purchase pursuant to paragraph
(4) of this subsection from any foreign country which imports sugar unless,
in the preceding and current calendar year, its aggregate exports of sugar
to countries other than the United States equal or exceed its aggregate
imports of sugar;

"(d) whenever In any year any foreign country with a quota or proration
thereof of more than ten thousand short tons, raw value, fails to fill such
quota or proration by more than ten per centum and at any time during
such year the world price of sugar exceeds the domestic price, the quota or
proration thereof for such country for subsequent years shall be reduced
by an amount equal to the amount by which such country failed to fill Its
quota or proration thereof, unless the Secretary finds that such failure was
due to crop disaster or force majeure or finds that such reduction would be
contrary to the objectives of this Act. Any reduction hereunder shall be
prorated in the same manner as deficits are prorated under section 204.

"(e) if a foreign country Imports sugar, it may not export sugar to the
United States to fill its quota or proration thereof for any year unles, in
both the preceding and current calendar years, its aggregate exports of sugar
to countries other than the United States equal or exceed its aggregate
imports of sugar. If sugar is exported to the United States from any
foreign country in any year in viclation of this subsection (e), the quota or
proration thereof for such foreign country for subsequent years shall be
reduced by an amount equal to three times the lesser of (I) the amount of
such country's excess of imports of sugar over its exports of sugar to coun-
tries other than the United States during the preceding or current calendar
year, in whichever year an excess or the larger excess occurs, or (ii) the
amount of sugar exported to the United States by such country to fill its
quota or proration thereof during the calendar year in which the violation
of this subsection (e) occurred.

"(f) the quota or proration thereof or purchase authorization established
for any foreign country may be filled only with sugar produced from sugar-
beets or sugarcane grown in such country."

SEc. 4. Section 204 of such Act is amended to read as follows:
"SEc. 204. (a) The Secretary shall from time to time determine whether, In

view of the current Inventories of sugar, the estimated production from the
acreage of sugarcane or sugarbeets planted, the normal marketings within a
calendar year of new-crop sugar, and other pertinent factors, any area or
country will be unable to market the quota or proration for such area or
country. If the Secretary determines that any domestic area or foreign country
will be unable to market the quota or proration for such area or country, ho
shall revise the quota for the Republic of the Philippines and the prorations for
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foreign countries named in section 202(c) (3) (A) by prorating an amount of
sugar equal to the deficit so determined to such countries without a deficit on
the basis of the quota for the Republic of the Philippines and the prorations for
such countries then in effect: Provided, That no part of any such deficit shall
be prorated to any country not in diplomatic relations with the United States.
If the Secretary determines that any foreign country will be unable to fill its
share of any deficit determined under this section, he shall apportion such unfilled
amount on such basis and to the Republic of the Philippines and such other
foreign countries named in section 202(c) (3) (A) as lie determines Is required
to fill any such deficit: Provided, That no such apportionment shall be made to
any foreign country not in diplomatic relations with the United States. If the
Secretary determines that neither the Republic of the Philippines nor the coun-
tries named in section 202(c) (3) (A) can fill all of any such deficit whenever
the provisions of section 202(c) (4) apply, he shall add such unfilled amount to
the quantity of sugar which may be purchased pursuant to section 202(c) (4), and
whenever section 202(c) (4) does not apply he shall apportion such unfilled
amount on such basis and to such foreign countries in diplomatic relations with
the United States as he determines is required to fill such deficit.

"(b) The quota established for any domestic area or the Republic of the
Philippines under section 202 shall not be reduced by reason of any determina-
tion of a deficit existing In any calendar year under subsection (a) of this
section."

SEc. 5. Section 205(a) of such Act is amended by inserting in the second sen-
tence thereof immediately following the words "sugarbeets or sugarcane" the
following language ", limited in any year when proportionate shares were in
effect to processings".

Sac. 6. Section 206 of such Act is amended to read as follows:
"Sac. 206. The sugar or liquid sugar in any product or mixture, which the

Secretary determines is the same or essentially the same in composition and
use as a sugar-containing product or mixture which was imported into the United
States during any three or more of the five years prior to 1960 without being
subject to a quota under this Act, shall not be subject to the quota and other
provisions of this Act, unless the Secretary determines that the actual or
prospective importation or bringing into the United States or Puerto Rico of
such sugar-containing product or mixture will substantially interfere with the
attainment of the objectives of this Act: Provided, That the sugar and liquid
sugar in any other product or mixture imported or brought into the United
States or Puerto Rico shall be subject to the quota and other provisions of this
Act unless the Secretary determines that the actual or prospective importation
or bringing in of the sugar-containing product or mixture will not substantially
interfere with the attainment of the objectives of this Act. In determining
whether the actual or prospective importation or bringing Into the United States
or Puerto Rico of any sugar-containing product or mixture will or will not sub-
stantially interfere with the attainment of the objectives of this Act, the Secre-
tary shall take into consideration the total sugar content of the product or mix-
ture in relation to other ingredients or to the sugar content of other products
or mixtures for similar use, the costs of the mixture in relation to the costs
of Its ingredients for use in the United States or Puerto Rico, the present
or prospective volume of importations relative to past importations, and other
pertinent Information which will assist him in making such determination. De-
terminations by the Secretary that do not subject sugar or liquid sugar in a
product or mixture to a quota, may be made pursuant to this section without
regard to the rulemaking requirements of section 4 of the Adminstrative Pro-
cedure Act, and by addressing such determinations in writing to named persons
and serving the same upon them by mail. If the Secretary has reason to believe
it likely that the sugar or liquid sugar in any product or mixture will be subject
to a quota under the provisions of this section, he shall make any determination
provided for in this section with respect to such product or mixture In conformity
with the rulemaking requirements of section 4 of the Administrative Procedure
Act."

SEC. 7. Section 207 of such Act Is amended to read as follows:
"Sac. 207. (a) The quota for Hawaii established under section 202 for any

calendar year may be filled by direct-consumption sugar not to exceed an amount
equal to 0.342 per centum of the Secretary's determination for such year Issued
pursuant to section 201.

"(b) The quota for Puerto Rico established under section 202 for any calendar
year may be filled by direct-consumption sygar not to exceed an amount equal to
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1.5 p i centuni of the Secretary's determination for such year issued pursuant
to section 201: P'roridcd, That one hundred and twenty-six thousand and thirty-
three short tons, raw value, of such direct-consumption sugar shall be principally
of crystalline structure.

"(c) None of the quota for the Virgin Islands for any calendar year may be
filled by direct-consumption sugar.

"(d) Not more tian fifty-six thousand short tons of sugar of the qu, ta for the
Republic of the Philippines for any calendar year may be filled by direct-
consumption sugar as provided under section 201 of the Philippine Trade
Agreement Revision Act of 1955.

"(e) (1) None of the proration established for Cuba under section 202(c) (3)
for any calendar year and none of the deficit prorations and apportionments for
Cuba established under section 204(a) may be filled by direct-consumption sugar.

"(2) The prorotion or allocation established for each foreign country which
receives a proration or allocation of twenty thousand short tons, raw value, or
less under section 202(c) (3), may be filled by direct-consumption sugar to the
extent of the average amount of direct-consumption sugar entered by such
country during the years 1957, 1958, and 1959. None of the proration or alloca-
tion established for each foreign country which receives a proration or allocation
of more than twenty thousand short tons, raw value, under section 202(c) (3),
may be filled by direct-consumption sugar. None of the deficit prorations and
apportionments for foreign countries established under section 204(a) may be
filled by direct-consumption sugar.

"(f) This section shall not apply with respect to the quotas established under
section 203 for marketing for local consumption in Hawaii and Puerto Rico.

"(g) The direct-consumption portions of the quotas established pursuant to
this section, and the enforcement provisions of title II applicable thereto, shall
continue in effect and shall not be subject to suspension pursuant to the provisions
of section 408 of this Act unless the President acting thereunder specifically finds
and proclaims that a national economic or other emergency exists with respect
to sugar or liquid sugar which requires the suspension of direct-consumption
portions of the quotas,"

SEC. 8. Section 208 of such Act is amended to read as follows:
"Sic. 208. A quota for liquid sugar for foreign countries for each calendar year

Is hereby established as follows: two million gallons of sirup of cane juice of the
type of Barbados molasses, limited to liquid sugar containing soluble nonsugar
solids (excluding any foreign substances that may have been added or developed
in the product) of more than 5 per centumn of the total soluble solids, which is
not to be used as a component of any direct-consumption sugar but is to be used
as nmlasses without substantial modification of' its characteristics after Importa-
tion, except that the President is authorized to prohibit the importation of liquid
sugar from any foreign country which he shall designate whenever lie finds and
proclaims that such action is required by the national interest."

Swc. 9. Section 209 of such Act is amended (1) by inserting before the last
three words of subsection (a) the words "or proration"; (2) by inserting after
the word "proration" in snbsection (d) the words "or allocation" and by striking
the period at the end of subsection (d) and inserting a semicolon in lieu thereof;
and (3) by adding a new subsection (e) to read as follows:

"(e) From bringing or importing into the Virgin Islands for consumption
therein any sugar or liquid sugar produced from sugarcane or sugarbeets grown in
any area other than Puerto Rico, Hawaii, or the continental United States."

Sac. 10. (a) Section 211(a) of such Act is amended by striking out the first
two sentences thereof.

(b) Section 211(c) is amended to read as follows: "The quota established for
any domestic sugar-producing area may be filled only with sugar or liquid sugar
produced from sugarbeets or sugarcane grown in such area."

SEC. 11. (a) Section 301 (b) of such Act is amended by striking out the language
"in excess of the proportionate share for the farm, as determined by the Secre-
tary" and inserting in lieu thereof the language "in excess of the proportionate
share for the farm, if farm proportionate shares are determined by the Secre-
tary".

(b) Section 302(a) of such Act Is amended by striking out the language "for
the farm, as determined by the Secretary," and inserting in lieu thereof the
language "for the farm, if farm proportionate shares are determined by the
Secretary,".
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(e) Section 302(b) of such Act Is anliended by striking out the first sentence
thereof and inserting i lieu thereof the following: "Whenever the Secretary
dt'lermnibis that the production of sugar from any crop of sugarbeets or sugar-
cane will be greater than the quantity needed to enable the area to meet the
quota, and provide a normal carryover Inventory, as estimated by the Secretary
for such area for the calendar year during which the larger part of the sugar
from such crop normally would be marketed, he shall establish prooprtionato
shares for farms in such areas as provided in this subsection. In determining
the proportionate shares with respect to a farm, the Secretary may tahe into
consideration the past production on the farm of sugarbeets and sugarcane mar-
keted (or processed) for the extraction of sugar or liquid sugar (within proplor-
tionate shares when in effect) and the ability to produce such sugarbeets or
sugarcane. The Secretary may also in lieu of or in addition to the foregoing
factors, take into consideration with respect to the domestic beet sugar area
the sugarbeet production history of the person who was a farm operator in
the base period, in establishing farm proportionate shares in any State or sub-
stantial portion thereof In which the Secretary determines that sugarbeet pro-
duction is organized generally around persons rather than units of land, other
than a State or substantial portion thereof wherein personal sugarbeet produc-
tion history of farm operators was not used generally prior to 1062 in establish-
ing farm proportionate shares. In establishing proportionate shares for farms
in the domestic beet sugar area, the Secretary way first allocate to States
(except acreage reserved) the total acreage required to enable the area to meet
its quota and provide a normal carryover inventory (hereinafter referred to as
the 'national sugarbeet acreage requirement') on the basis of the acreage history
of sugarbeet production and the ability to produce sugarbeets for extraction of
sugar In each State. In order to make available acreage for growth and expan-
sion of the beet sugar industry, the Secretary, in addition to protecting the
interest of new and small producers by regulations generally similar to those
heretofore promulgated by him pursuant to this Act, shall reserve each year from
the national sugarbeet acreage requirement established by him not in excess of
the acreage required to yield 60,000 short tons, raw value, of sugar. The acreage
so reserved shall be distributed on a fair and reasonable basis to farms without
regard to any other acreage allocations to States or areas within States deter-
mined by him. The allocation of the national sugarbeet acreage requirement to
States for sugarbeet production, as well as the distribution of the sugarbeet
acreage reserve, shall be determined by the Secretary after investigation and
notice and opportunity for an informal public hearing. In determining farm
proportionate shares, the Secretary shall, Insofar as practicable, protect the
interests of new producers and small producers and the interest of producers
who are cash tenants, share tenants, adherent planters, or sharecroppers and
of the producers in any local producing area whose past production has been
adversely, seriously, and generally affected by drought, storm, flood, freeze,
disease, insects, or other similar abnormal and uncontrollable conditions. When-
ever the Secretary determines it necessary for the effective administration of
this subsection in an area where farm proportionate shares are established In
terms of sugarcane acreage, he may consider acreage of sugarcane harvested for
seed on the farm In addition to past production of sugarcane for the extraction
of sugar in determining proportionate shares as heretofore provided in this
subsection ; and whenever acreage of sugarcane harvested for seed is considered
In determining farm proportionate shares, acreage of sugarcane harvested for
seed sthall be included in determining compliance with the provisions of section
301(b) of this Act, notwithstanding any other provisions of section 301(b)."

Srfo, 12, Section 40. of such Act Is amended by striking out all of subsection
(b) thereof and inserting the following new subsections (b) and (c) :

"1(b) In the event the President, in his discretion, determines that any foreign
country having a quota or receiving any authorintfon under this Act to import
sugar into the United States, has been or Is allocating the distribution of such
quota or authorization within that country so as to discriminate against citizens
of the United States, lie shall suspend the quota or other auborization of that
country until such time as he has received assurances, satisfactory to imi,
that the discrimination will not be continued, Any quantity so suspended shall
be authorized for purchase In accordance with the provisions of section 202
(M) (41 , or apportioned in accordance with section 204(a), whichever procedure
I applicable.



SUGAR ACT AMENDMENTS OF 1962 9

"(e) IIn any case iII which tile lPresidenit determines that a mtion or a
political subdivision thereof has hereafter (1) nationalized, expropriated, or
otherwise selzed the ownership or control of the property of United States citl-
zens or (2) imposed upon or enforced against such property or the owners
thereof discriminatory taxes or other exactions, or restrictive maintenance or
operational conditions not Inposed or enforced with respect to property of a
like nature owned or olerated by its own nationals or the nationals of any gov.
ernment other thn the Government of the United States, and has failed within
six months following tle taking of action in either of such categories to take
steps determined by the President to be appropriate and adequate to remedy
such situation and to discharge its obligations under international law toward
Ruch citizens, Including the prompt payment to the owner or owners of such
property so nationalized, expropriated, or otherwise seized, or to arrange, with
th. agreement of the parties concerned, for submitting the question in dispute to
arbitration or conciliation in accordance with procedures under which a tinsl
and binding decision or settlement will be reached and full payment or arrange-
ments with tie owners for such payment made within twelve months following
such submission, the President shall, unless he determines such suspension to be
inconsistent with the national interest, suspend any quota, proration of quota,
or authorization to purchase and Import sugar uider this Act of such nation
until he Is satisfied that appropriate steps are being taken. Any quantity so
suspended shall be authorized for purchase In accordance with the provisions of
action 202(c) (4), or apportioned in accordance with section 204(a) whichever

procedure is applicable."
SEC. 13. Section 412 of such Act (relating to termination of the powers of the

Secretary under the Act) is amended by striking out "June 30" and Inserting in
lieu thereof "December 31" and by striking out "1962" in each place it appears
therein and Inserting In lieu thereof "1906".

SEC. 14. Section 413 of such Act (relating to the effective date of the Sugar Act
of 1948 and the termination of the powers of the Secretary under the Sugar Act
of 1037) Is repealed.

SEc. 15. (a) Section 4501 (e) (relating to termination of taxes on sugar) of the
Internal revenue ('ode of 1954 is llmenlded by striking out "December 31, 1902"
in each place it appears therein and Inserting in lieu thereof "June 30, 19(7".

(b) Section (12(d) (relating to refund of taxes on sugar) of the Internal
Revenue Code of 1954 is amended by striking out "December 31, 1902" and Insert-
ing in ilen thereof "June 30. 19)67" and by striking out "March 31, 19ft' and
inserting in lieu thereof "September 30, 19)67".

Smc. 17. Except as otherwise provided, the amendments made hereby shall
become effective January 1, 194K2, except that section 5 shall become effective
upon the date stated In regulations Implementing such section and published in
the Federal Register, or sixty days after the date of enactment of this Act,
whichever is earlier.

SC. 18. There is hereby authorized to he appropriated to the President an
amount equivalent to nit sums collixcted through social fees on nonquota pur-
chase sugar imported from the )ornlnc'an Republic between September 26, 1960,
and March 31. 1961, and deposited In the United States Treasury. which sums
tile President shall return to the Government of the Dominican Hiepublic at such
time as (1) the residentt has been notilled by the Government of the Dominican
lRepublic that all privately owned sugar colmnies which paid any such fees
have entered Into all agreement with tie G ovcrtment of the Dominican Republic
to receive In Dominican currency their shares of stch fees, after payments of
])omihlican taxes and alnounts du colonos, and to uilze such net aniounts in a
manner designed to further the teonomle or socii development of the Dollinican
Relublie; and (2) tile President mas been advised by the Departnelit of Justice
that it has received assurance from the persons paying such fees that all present
or potential claims against the United States based on the payment of such fees
are thereby satisfied with no further liability to the ITnited States.

The CHAIRMAN. Mr. Charles S. Murphy, the Under Secretary of
Aqrieulture, will be the first witness.

rake a seat, Mr. Murphy.
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STATEMENT OF HON. CHARLES S. MURPHY, UNDER SEORETARY
OF AGRICULTURE; ACCOMPANIED BY 1OHN C. BAGWELL, GlEN-
ERAL COUNSEL DEPARTMENT OF AGRICULTURE.'; AND LAW.
RENCE MYER%~ DIRECTOR, SUGAR BRANCH

Mr. Almbi'HIy. Air. 01111ti-'111111, atnd it0t1tb.WK of (hi%' t'otiumittee, 1 11m1
jfld to have, th16 oppoa'I unlity to nipir befoN this vontntittee to

estifv oil 11.1t. 101htt 111 tpass- bytehos o xwd t
11unetild (htlteigmi' 4tet. I woulIl(s Wi15 lit) refer. to 8. 4112,9),411 bill
Wich wim ittroduL'ed by 36 MlemlbersA of the Somiait for it 8similar

Ptt lCopy of the bill, 8. 3l01) lip)eltr lit, tltot ed of secretary AurIphy's
tO.41l1111oliv.)

lAfr, A1VR1I'. Oil 1Alf:. 10 tile' Sevretary of Agriettituro alptl1 mrel
before (lip' 1-10118o ('oittittept oil vieWiItlltr 1-0 no testfield oit 1)(1l1111f
of theo aiitittist ration's mommemittitlotl for extenii and amtenid-
mtent, of thie suigar-Aets

'1'heo bill, as i taied by thle I4l11%., Oil J11n1 19 Is substantially Che
81111 iS 'li allttt .O' reewttltieltion, with ft"8)ect. to p~ar-

tici ration by Antoriei fariners inl our ougar miarket.. Accoixditg f1 I
(il no well at alliy length uj)Oll t-11080 rovlIsioIN*I -0 tlolla ly ii nea

the(y are ill accord, I 1tt(Iersitttd, with th Ithing of all weghtents of
tho 1111tI lom itol idtry.

Sen ator' .A.NIv.mito) I)o ~you ipps 1110ftltt't' should( b)e i commai after
tho, W0111 "recotttnteitld"I It. ilmans 0o1o thing with a comilla and

Afr. Aftuniny. I thiink the conuma, should not be there, Senator
Andersoni.

Senaitor Amiumo. Yes; inl other word~s, it. is stmbstantiall1y litno-
cord.

Air. Mvitivit. it this particular rospet~ the House b)1i Nsubstan-
tilly in accord with the reomnlleutdations of Clie adininiistration.

In essence, thie offoliore (lometic areas, Hawaii Pueorto Rico, and
(lie Virgin Islands, would he, enabled to market. till of the sugar. they
are likely to jprotlwve between now anid the end of 11900 when the ex-
toensionl woub expire.

Ma inhitnd migaro'ato productions) in J4otuiRiila 1111( partietlarly inl
Florida has ox~anded tremendoutily during the 3 most reent. yours
w~hen ivrdiut 10 WitS itiet ed.

Becvause of theo imnai now mills lit Floridit an(l theo va(.ly expanded
creage it probably i I be neeaary to control inabilanA flugilarcae

production beginning in 1003.
However, theo 11101 thantt 3I-peont itiereas in thle quotn, for manin-

lan1d caneo Suggests that. it. will not be neessary thinilg thle life of the
extension to curtail production below 44,000 acres. This is 8,000
acem more than 101 production.

Thle bill provides thiat 0 (1prient of inarket growth or it littflo more
thanl 100,000 tons a year would be available to theo t-wo mainland pro-
ducing areas in ratio to thelir basin1 quotast, that, is about. three-fourthm
to theieet stigar area4 and otto-fourthi to thle mtaiiondi cane are. Tho
approximate On 1 000 tons it yeas expau~sion for cano, will ease tlio annual
ncreage restrictions in L4oisiana and Florida.
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Aito sugaliees, ( ho aipptmxiunlitely '1,O)Iii ittn ni's i
(jtilt l l lt) of 111'1%jt''&'i pvelU I iIiiit of 1(111 Ilti's lisit (11 Uts
to ,UM),tM)O tolls, plus the neeui to repleNish1 ilINvItitS~ wih itu1VO
f11ll01 below tdesirlel working htwols Wouldl 1Ke 8ilieit. to provide
for' fill th111 Hiigili'Ieeis 1111 nmit 'eiNIulli iiuiy he eoqx(Il to he promeed
ill thoe .'s ig slgarlbw fiaeloriesili int) o povide for' the mit iy of souei
tld it ioiil l-od t loll ill neow lovi itv%

Tin'bl~l jpt-)vides fli armu %r not, ill e Xve of that1 needed to Yield
A01000( short. tonls of sgslig ihl belil reserved for growth iiildmalil
of t he beet. migar. inll(n~iscy. Ojii~I

Ill respollois to it (lestiioli Itt. tile 1101150 'oiiftoe htiig, the0 Sme.
rotlry of kgricltuhre stated tint. it. ws hlis und1(erstaiding~ that. elAh

3'eat~~ ~~~'t'ihjrjotoat I11O i1. tetv h o~g eurdt
I)1o)(uo bt0,00)( tois of mugar or i t. m101;eough for ono new faietory,
would bie re5431'Ved pruwul ~0 ,o IIMVW 1o('jul.'4 of1 j)rl'tIfoii.

lit fte 1holse voiiIimt~ report Oil piigt. 0, 7, antI 8, his stutokillolA
is )'ePitodl and it systtoiu of priorifties and seetionl isi suggesed ait
1401nWhat. greater length.

Your toofini(I e may wish to p~rovlide iuddiflowid legislative history
01r stat.iioi'y language withl respect, to hit; adiit 41-tiwio of the neow
locality provision 1111(1 You mnay bo ure hie w~ill welvonl i ll of tho guid-
a511CC yo 0tit vam II~ to give lin lit what., I kniowi, will b% at diffiult
iudiiisttdiie diioinliikilg procedure.

1 would like to direct my remarks now to thuat port. of 11.11. I21(64
which I it; l flbstant l (limigirt''iU'ft. w~ith the adnnvitra o' eouin
nmendatioiNs thati iSkh tho pai lhiat convernis ,to aisition 101of foreign

'I'iendinmtraion ling m'eommnended anid S. 821) prov'idcs that the
quotas, for foreign coutitrios othorm'ta Cuba. under the present. fict
he continued andt that. tits baiiee of our foreign requirements of 2,-
(1851WOO tonls lit, (to prent levol of sulgilr r(4equ'ireits be prorated to
Cuba to become available to that. country wyhom we resume diplo.
111atii relattionls.

Iunportiitioiis of such sugar would be subject to an impo~xrt fee of
(,t amount. needed to effect at domestic ce whichll would fulfill thle
ol~eptfivoa of the act, It. was further rovoinlnlpnded that. thle quotas for
foreign countries other tUlan tile Rkipubliq of the Philiplpiiie4 be sub-
jet W4 payyanent of it fee giduatwd onl a rising wcale. N~ochan go was
rivoiinionded with rmlwoe to tho quota of tho6 Republ-ia of the Phil-
ip .il fot% tormis of importattioni from thes Phi ippines.f

'1110 piiiipad rmasontiv h t adliuist.rat 101 IiliulitendMI the( Iv-
capim ' of tile quotat prenmiumis through tile import. fee and tits so-
called(m global ollota are as1 follows:a

(1) It. will increase Treamury reeipts by about. $130 millionita year
to beinil withl And b~y mlore ats t lieyear's pas.

2)Itwill illProveO (hi U.S. paae-fpynn8jositioni by til

(3) It. wvill provide bettor assurance of sugar supiles when and a
we need them.

(4) It, will avoid disctriminattion by the Uniteod StteP. among va'lm1
nfotion withl Which it, hIas friendly ; Ilatlons.

Thts Sugar Act was written 28 years a go to del with ile 0(.0noii1i1
0ifl0i'golloy thou existing. It wats tailoxr'l to mleeIt. (-t situation wihell
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the Philippines were part of ttlh Un~ited States and Cuba was our only
substantial foreign supplier of sugar.

The Sugar Act worked well during the prewar period and during
the early postwar years. It benefited producers in the United States
and the Philippines and lifted Cuba out of the depression.

Moreover, while we had a cooperative government in Cuba that
was able to supply this country with virtually unlimited quantities of
sugar at any time, the system gave protection to domestic consumers
as well as to producers.

With the advent of the Castro government and communism in Cuba
we lost the very basis upon which the previous system of country quotas
was established.

Since late 1960 this country has tried to maintain the form of the
old system by distributing Cuba's quota among other foreign sup-
pliers.

Through good luck we have been able to obtain supplies for domestic
consumers without disruption or serious price increases. The fact
remains, however, that this has been more the result of good fortune
than of good management.

Reserve supplies in the individual foreign supplying countries have
not been adequate to give American consumers real supply protection.

The sugar quota system has become a foreign aid measure in which
we determine the amount of aid we give to a foreign country by its
ability to gain access to our sugar market rather than by its demon-
strated need for foreign assistance.

In 1961 we imported sugar from more than 20 foreign supplying
countries and paid them a total of over $200 million in excess of the
world average price of sugar.

Let me say why the administration supports a price well above the
competitive level for domestic producers and does not support the same
high premium price for foreign suppliers, other than the Republic
of the Philippines with which we have a trade agreement.

The degree of support afforded domestic producers is possible only
because the act provides for production management.

Without production adjustment, the demand to produce sugar crops
would expand rapidly in this country. The act does not provide and
it is obviously impossible to control production in foreign countries.
Right now, production is being expanded in many countries of the
world in the hope of obtaining a larger quota in the U.S. premium
market.

If this situation is permitted or encouraged to continue, the United
States may soon be accused of promoting overproduction and of break-
ing international markets.

Even now, it is impossible to satisfy the demands of foreign produc-
ers for a place in this market. In a few years the disappointment of
those countries which do not receive the marketing opportunities they
hope for will be further aggravated.

I would like now to comment on arguments that have been made
against the so-called global quota.

1. It has been said the protection provided domestic producers for
more than 25 years under the Sugar Act would be impaired unless the
benefits to domestic producers (other than direct Government pay-
ments and tariff protection) be made available to foreign countries-
29 of them as provided in H.R. 12154. -
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I do not really understand this contention. h'lie price aild ili'ome
protection for domestic sugar )reducers stems from sec ion '201 of the
act which requires the Secretary of Agri culture to make available a
supply of sugar that will be consumed at prices that will not be exces-
sive to consumers and that will protect the welfare of the sugar
industry.

That section provides further detailed guidance to assure the at-
tainment of the general objective of fair and stable prices.

The administration subscribes without reservation to the philosophy
that American farmers should be enabled to participate with all other
segments of our population in the abundance this country has to offer.
The administration in drafting its recommendation provided assur-

ance that when foreign sugar enters the flow of commerce in this coun-
try it would be priced at a level consistent with the terms of section
201 of the Sugar Act.

The mechanism provided is simple and it is sure. All foreign sugar
coming into this country must pass through a customs port of entry.
Right now under the present Sugar Act, no quantity of sugar in ex-
cess of 100 pounds may be entered without the collector of customs
having in his possession a quota clearance certificate issued by the
Department of Agriculture.

The administration proposes that such clearance certificates for
foreign sugar other than from the Republic of the Philippines be is-
sued only upon payment or binding agreement to pay an import levy
approximately equal to the difference (after adjusting for freight and
most-favored-nation tariff) between the world market price of sugar
and a domestic price consistent with price objectives of section 201.

The fee would be varied from time to time whenever necessary.
Thus, after this sugar is cleared through customs it is priced in con-
formity with the price of domestic sugar similarly situated.

2. A number of persons have expressed fears that permitting all
friendly countries to compete on the basis proposed wou d not provide
the security of foreign sugar supply obtainable under a system of
individual country quotas. The validity that this argument may have
had disappeared when Castro took over Cuba and reoriented the en-
tire life of that country.

It is true enough that Cuba once maintained ample supplies of sugar
throughout every month of the year to serve whatever surges might
occur in the demand for sugar in the United States. But this is the
past. No country today produces and has available supplies of sugar
for export in the quantities that Cuba once had.

In July 1960, when we discontinued sugar importations from Cuba,
a number of our other supplying countries had recently accumulated
surpluses, in some cases to embarrassing proportions.

The two events happened to occur at about the same time. But in
the last 2 years we have drained those surpluses away and current ex-
portable supplies from those countries as well.

For more than a year, our foreign supplies available under a strict
allocation basis have been shipped hot from the mills. A natural
disaster in any one of the countries, a strike or other economic emer-
gency, or a miscalculation as to production potential interferes with
the low of sugar from that source. This can no more be corrected
quickly than itcan be foreseen.
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It, disturbs the niarketilg of domiestically produced sugar which
beccomes availal)le ill (lant ities ill tile closing quarters of tihe year.
It. distturbs the price stability that is so desirable under this type of
legislat ion.

Suiuiniertiine foreign supplies, wheii demand is heavy, are distress-
ingle 10eager and last i uarler supplies are enilmrnissingly large wlheii
tlhu IIinland areas are in the niidst of their leav product iou.

The fact, is thai the insecurity and instability (;f our foreign SUl)l)lie.s
would be corrected under tile administ rationi.is reconmendation and
consumers would have tile security of supplies Ihat they have not
known in the last 2 years.

In the global quota of niore than 2,585,000 tons, all of the friendly
countries could compete for a share of our market, and our refiners
would have all of these sources from which to obtain their sul)l)iles as
needed.

If a stoppage occurs iii tile flow from one source, additi onal quanti-
ties are readily available elsewhere.

The situation reverts in essence to \what it was when Cuba main-
taine(l a large reserVe and made it, available when and as needed.

3. It is said that the economies of a number of our quota-supplying
countries are geared to the l)remiunm price of the American marketand
will suffer in making the adjustment to the world market price level,
even if that market rises soniewhat following the merger of our
foreign requirements into the world market.

It is true that the adjustment could better have been made 2 years
ago than now.
Oi the other hand, many of these countries had burdensome supplies

of sugar at that time which were beginning to create sever economic
problems.

As a result of the Cuban windfall, those countries supplied many
times the quantities of sugar they had previously been permitted to
market. in the United States. Aside from the Republic of the Philip-
pines whose prenmiun price status is unchanged under the proposed
amendment, all foreign countries other than Cuba collectively supplied
less than 300,000 tons of sugar annually to the United States )rior to
July 1960.

Under S. 3290 which embodies the administration's recoininenda-
tion, they would retain quotas somewhat larger than they had 2 years
ago and the premiuiu on this sugar would be reduced gradually until
eliminated at tile end of 1965.

It is certainly better to begin eliminating tIme quot a prem itum now
than at. any timie in the future when, if not eliminated, tile sugar
economies of those countries would be even more firmly geared to
oml preniium price. If this occurs and tile ('ollllllllllist regime ill
Cuba falls, either there will then be little opportunity in our market
for Cuha or an even more difliclilt adljusltnent will have to be made
i,, the sugar economies of the other countries.

4. It, has been said that tihe (letermni nation amd imposition of a
variable import levy by an execuitve department places too much
powerr in that, depart ment.

I amni sure the niembers of this committee know that the Sugar Act
for Inany years has authorized the Secretary of Agriculture to estab-
lish tie total sul)l)ly of sugar that can be marketed in this country.
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I Iis direct act ions with respect to sugar slIpply tin(ler. th is authority
haie had nit indirect but very sure effect on l)rices-il fact, exactly
tile same effect as the (let e(1imat ioll of the amount of the variable
iml)ort levy wonl d have.

S. :1290 provides aldequate guidance to lhe Department, both as to
the amolt of tile import fee to be established and the supply of
sugar made possible by the total quotas including the so-called global
qota.

5. It is said that the imposition of the variable imol)rt levy will
be regarded as an Iinfriendilly act by many of the coiltries that have
suippl ied ou1r sugar.

This is inles(clal)le bit ill titte will lte relegated to the past. Oil
the other lald tie experience of the last 2 years makes it very clear
that o1r present sligar im pI) policy wilts its ito friends. Regardless
of the termiitology used, such as "( 1ltot a and "nonquota" sugar, when
a coutintry receives an allocation for one period it expects one of
greater or equal size in each slicceeding period.

Misundertandings iave arisen because of the irregular nature
of the allocations. Countries that have not received allocations have
felt even more strongly that they have been subjected to discrimi-
nation.

Failure to receive allocations and the receipt of allocations, alike,
in the past 2 years have produced misunderstandings and in some
cases ilL will.

6. It. has been said that buying our foreign requirements at tile
going price is contrary to our national policy of trying to improve
the market for basic commodities, particularly those prodiced in Latin
America.

It is difficult to understand how the practice of buying sugar fromselected countries at very high premium prices without ability to
tailor production to market needs could contribute to sound and
orderly markets for basic commodities.

Conversely, the opening of our market to all friendly cane sugar
exporting countries would certainly improve the international mar-
keting climate for sugar and because of the enlarged marketing oppor-
tunities support the price of sugar eligible for entry here that moves
in world trade.

7. It has been said that current production costs are higher than
the world price for sugar. This may be but, if so, a substantial con-
tributing factor has been the hope of disposing of exports in the U.S.
premium priced market.

Furthermore, these hopes undoubtedly have given rise to production
plans in high-cost producing areas. The most obvious solution for
)ringing prices up to a profitable level is to remove a device which

can only in the long run bring about overproduction, disorderly
markets, and unprofitable enterprises.

With respect to the importation of direct consumption (refined)
sugar, S. 3290 retains without substantial change the direct constmp-
tion limitations of the present act except that the 375,000-ton limita-
tion within the proration for Cuba would be reduced to 250,000 toils
when we are in diplomatic relations with that country and eliminated
completely at other times.
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This change is recommended to compensate the cane sugar refining
industry for its percentage loss of the total sugar market stemming
from the fact that refined beet sugar marketing have been increasing
at a faster rate than total market growth.

S. 3290 which embodies the administration's recommendations with
respect to the Sugar Act provides needed changes to bring the sugar
program into conformity with the situation that now exists and to
make it viable for the changes which may occur before the end of
1966.

Mr. Chairman, and members of the committee, as you know, the
House bill departs very substantially from the administration's rec-
ommendations with respect to imported sugar. I-.R. 12154 increases
the basic quota for foreign countries other than Cuba by about 1,085,000
tons, reduces the quotas reserved for Cuba when it returns to the hemi-
spheric community of nations to 1,500,000 tons, and allocates that
quota for the balance of this year and next year to 11 of the 29 coun-
tries which are granted basic quotas. The report on the bill indicates
that Congress will review the temporary allocations of the Cuban
quota after 1963.

The House bill further provides that the quota premium will con-
tinue to be paid on all foreign sugars.

There is one additional special provision of the House bill, not rec-
ommended by the administration, to which I wish to call attention.
Section 18 of H.R. 12154 provides for the refund of more than $22 mil-
lion collected as an entry fee on the nonquota purchase sugar which
the act provided for the Dominican Republic during the last half of
1960 and the first quarter of 1961, a period within the Trujillo regime.

In March of 1961, the act was amended to relieve the President of
the requirement that he purchase nonquota sugar from any country
with which we are not in diplomatic relations.

No further nonquota purchase sugar was purchased from the Do-
minican Republic until this year by which time diplomatic relations
had been resumed with the'present Government of the Dominican
Republic.

No fee was collected at any time on the sugar which came into this
country within the statutory quota for the Dominican Republic.

Two of the companies, or their successors, who paid the entry fee
on nonquota sugar in order to market it have brought actions in the
Court of Claims to recover the fees that each paid.

It is the opinion of the responsible legal authorities of the Govern-
ment that the fees were properly and legally imposed and it is our
feeling that the litigation should be permitted to proceed without
legislative interposition.

For the above reasons the Department of Agriculture feels strongly
that the program recommended by the Secretary of Agriculture in his
letter of May 14, 1962, to the Vice President and the Speaker of the
House constitutes a sound and desirable basis for amending and ex-
tending the Sugar Act..

We would now like to renew those recommendations and urge that
this committee amend H.R. 12154 accordingly.

Mr. Chairman, that concludes my prepared statement.
I am accompanied here by Mr. John 13 agwell, the General Counsel

of the Department, who is an old hand at sugar legislation, and by
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Mr. Larry Myers, the Director of the Sugar Division of ASCS, who
has been engaged in administering this act for many years, and be-
tween us, we will be delighted to answer questions the committee
might have.

The CHAIRMAN. Thank you very much, Mr. Secretary.
Senator Kerr?
Senator KERR. Mr. Secretary, I have a staff memorandum that is

designated "Summary of quotas proposed in H.R. 12154 as passed by
the House of Representatives."

Have you seen that memorandum?
Mr. MUR, Y. No, sir; I have not
Senator KERR. I wonder if somebody would hand him a copy of it.
As I look it over, I see the domestic basic quota share is as follows:

Beet sugar, 2,650,000 tons; cane sugar, 895,000 tons; Hawaii, 1,110,000
tons; Puerto Rico, 1,140,000 tons, and Virgin Islands, 15,000 tons.

Can you tell me whether the Hawaiian quota is beet sugar or cane
sugar?

Mr. MuRHY. Cane sugar.
Senator KERR. That is cane sugar?
Mr. MURPiHY. Yes, sir.
Senator KERR. Can you tell me whether the Puerto Rican quota is

cane sugar or beet sugar?
Mr. MuPn. Cane sugar.
Senator KERR. Cane.
Virgin Islands?
Mr. MURPHY. Cane sugar.
Senator KERR. Cane sugar.
Well, then, of the 5,810,000 tons, 2,650,&,)0 tons are beet sugar, 3,-

160,000 are cane sugar?
Mr. MuRPniy. Yes, sir; I believe that is correct.
Senator KERR. Now, you said something in your statement about

great increases in the last year or two in the quotas for domestic
production.

Mr. Muapniy. There would be substantial increases, Senator, under
this bill in the basic quotas over the basic quotas provided for in ex-
isting law.

Senator KFRR. I thought you said there had been substantial in-
creases in the last year or two?

Mr. MURPHY. There have been sizable-
Senator KERR. Where is that part of your statement?
Mr. MuRPiY. I do not remember that particular statement.
There have been substantial increases in production in the last year

or two, although not substantial increases in basic quotas. The in-
creases in production have come about because there have been no
controls during the last couple of years.

Senator KERR. Well, where has that increase been?
Mr. MURPHY. Sir?
Senator KERR. Where has that increase been?
Mr. MURPHY. It has been some increase in both the beet sugar areas

and in the cane sugar areas.
I think I now recall the part of the statement to which you refer.
Senator KERR. Would you tell me where that is?
Mr. MummiY. There has been a very substantial increase in plant-

ings in Florida, particularly this year, 1962.
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Senator S3iATIERS. What was that again? I did not hear that.
Mr. Muriy. This is referred to on the first p)age of my statement,

at the bottom of the. page.
Senator KERR. hIow much increase has there been in Hawaii ?
Mr. MURPHY. I would like, if I may, to ask Mr. Myers to respond to

that question.
Mr. MYERS. Senator Kerr, both Hawaii and Puerto Rico have had

deficits for several years. Hawaii has never recovered fully from the
strike that it had in 1958. Its production has been coming up gTadu-
ally, lut it is not up to the old quota level and Puerto Rico has had
a series of poor crops, and I understand it is suffering a poor crop
again this year.

Senator KERR. Then neither of those areas has produced an increase
in this domestic-has participated in this increase of domestic sugar.

Mr. MYnRs. That is correct, sir; and it is their deficits and also the
little minor deficit in the Virgin Islands that have resulted in re-
allocations to the mainland cane and beet areas and utilized all of
their stocks. This required us to take off the controls.

Senator KERR. Are you not talking about the domestic cane and beet
areas?

Mr. MYERS. Yes, sir.
Senator KERR. Well, now, I was looking here at the foreign basic

quota shared as follows, and I see Cuba, Philippines Peru, Dominican
Republic, Mexico, Brazil, British West Indies, Australia, French
West Indies, Costa Rica, Nicaragua, Republic of China, Ecuador,
Colombia, Haiti, Guatemala, Argentina, India, South Africa, Panama,
El Salvador-by the way, was that the island that this fellow named
Columbus discovered? [Laughter.]

Mr. MYERS. No, sir.
Senator KERR. That is San Salvador.
Mr. MYERS. San Salvador. There are two arguments; one is now

the Dominican Republic, and I have forgotten the other place he is
supposed to have discovered, which is which.

Senator KERR. If you find which one it was, would you put that in
the record? [Laughiter.]

Paraguay, British Honduras, Fiji, Netherlands, and Mauritius.
Cuba quota, 1,500,000-allocated on a temporary basis of 1 year as

follows:
Philippines, 150,000; I presume that would be in addition to their

1,030,000 tons?
Mr. MuRPHY. That is my understanding.
Senator KERR. Peru, Dominican Republic, Mexico, Brazil, British

West Indies, Australia, Republic of China, South Africa, Mauritius,
and India. I have looked in vain for the name "Oklahoma" there.
[Laughter.]

Now, the question I want to ask you is this:
What provision is there either in the House bill or the administra-

tion bill that would make it possible for a part of the increased pro-
duction to come from the tri-State area of Oklahoma, Texas, and
New Mexico, in sufficient amount to justify the building of a sugar
mill there?

Mr. MURPHY. Both the bill as passed by the House, and the admin-
istration's recommendation, provide that 63 percent of the growth in
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consumption of sugar be allocated to domestic producers. This would
be divided approximately three-fourths beets, and one-fourth to cane.

It means about 75,000 tons a year for beets. Of this 75,000 tons a
year for beets, 50,000 a year are set aside in a reserve to be used
for new producers, and that is to permit the establishment of one
new mill a year.

Senator KERR. Well, now, which area has been set aside for this
mill I am talking about?

Mr. MuRpuy. The legislation does not undertake to determine
which area this will be allocated to.

The House committee report has provided some guidelines. I have
asked about this a number of times, Senator, of various persons in-
terested in the industry, and they usually smile sweetly and say that
that will be the problem of the Secretary of Agriculture.

Senator KERR. Who is that?
Mr. Mrriiy. I assure you the Secretary of Agriculture will be

more than delighted to have guidance from this committee on how he
should resolve this particular kind of a question.

Senator KERR. Well, now, where is the provision in the administra-
tion bill for this mill?

Mr. kmPmy. It is the same provision. I do not happen to have a
copy of the administration bill here, but my understanding is that this
provision is the same both in the bill that passed the House and in the
so-called administration bill.

Senator KERR. Now, what justification is there for the allocation of
a million and a half tons of the Cuban quota to 11 countries-

Mr. MUrPiy. It is-
Senator KERR. Just a minute-all of which, I believe, except Aus-

tralia, the Republic of China, South Africa, and India-no, India
already has a quota-all of which except Australia, Republic of
China, South Africa-South Africa has a quota--does the Republic
of China have a quota in this foreign basic group?

Mr. Muupny. Yes, sir. About halfway down the list, 45,000 tons.
Senator KERR. Yes.
Australia, yes. In other words, what is the justification, let us say

for giving Australia, a 300 percent increase in quota, the Republic of
China over 300 percent increase, South Africa a 500 percent increase,
Mauritius 1,000 percent increase, India 333 percent increase, Domini-
can Republic nearly 100 percent increase, Mexico nearly 100 percent
increase, and giving neither Oklahoma, Texas, nor New Mexico any-
thing?

Mr. MtRpniy. Senator-
Senator KERR. You know now I have had lobbyists from most of

these countries, including Oklahoma, Texas, and New Mexico for
quotas, and it looks to me like under the House bill just about every
one of them except those three Commonwealth States or foreign coun-
tries, whichever one they might be regarded as by the Department of
Agriculture, are taken care of.

Mr. MuRPxy. Senator, we do not recommend any of these new
quotas, any of these increases in quotas, and we could not undertake
to justify them.

Senator KERR. Well, now, if this committee then put a provision in
here that--of this how much percent did you say of the domestic
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market--how much percent of the total consumption to the domestic
producers get?

Mr. MURriY. Under this bill they would get-
Senator K.RR. Under your bill.
Mr. M[uRPinY. They would get just less than 60 percent of the basic

quota-
Senator KERR. Of the increase?
Mr. MuRnpiy. No, sir; 60 percent of the consumption level that you

start with, and-
Senator KERR. What do they get now?
Mr. MuRphiy. They get about 55 percent of market growth under

the law. Actually they have gotten a little more than 53 percent of the
actual market in the last 2 years.

Senator KERR. What have they gotten since Cuba went out?
Mr. MmpiY. It has ranged upward from 53 percent, I think, to

about 54. Is that right?
May I ask Mr. Myers?
Mr. MYERS. Senator, the mainland areas had this increase not

because-
Senator KERR. Let's you and I start in by using the same language.

By "mainland," do you refer to domestic? "
Mr. MYERS. No; by mainland I refer only to the continental United

States.
Senator KERR. I am talking about-
Mr. MYERS. And I am excluding Hawaii, Puerto Rico, and the

Virgin Islands.
Collectively, the whole United States, including those offshore areas,

have received no increase since Cuba was excluded as a source of
supply.

Senator KERR. All of the increase then has gone to foreign countries ?
Mr. MmyRs. It has gone to foreign countries, and the administra-

tion's proposals-
Senator KERR. Let us just wait. All of the increase has gone to

foreign countries?
Mr. MYERs. That is correct.
Senator KERR. During any part of that time provision could have

been--
Mr. MYERS. I beg your pardon, I apologize, Senator. I said all

the increase. No, about 55 percent of the increases in the total market
have been going to the domestic areas; I apologize. I should have
pointed out that-

Senator KERR. I do not know why you should apologize for giving
55 percent of the increase to the United States. [Laughter.]

You do not need to apologize to me.
Mr. MYERS. I apologize for misinforming you, Senator.
Senator KERR. You (10 not need to apologize to this committee.
Mr. MYERS. I apologize for misinforming you.
Senator KERR. I see.
We both agree it was an apology, but I had misunderstood what you

were apologizing. [Laughter.]
Senator &ORE. Are you sure you misunderstood? [Laughter.]
Senator KERR. Mr. Chairman I suggest the Senator is out of order

under the rules of the Senate. [laughter.]
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Which remark was made as facetiously as was the suggestion.
[Laughter.]

During this time the Department of Agriculture has had the au-
thority to make it possible for the allocation of enough tonnage in
this three-State area to justify a mill, have they not?

Mr. Myt;Rs. Senator, there have been no areas of freedom of action
in the I)epartment of Agriculture.

Senator ANDERSON. Speak a little louder. I do not hear you.
Mr. MYERS. The Department of Agriculture has had no ability to

transfer sugar quotas from foreign countries to domestic areas.
Senator KERR. Well, you said you had taken all restrictions off

domestic areas.
Mr. MYERS. All acreage restrictions have come off of the mainland

areas when they ran out of sugar because of the reallocation of deficits
from offshore-

Sentator J:m. Wasn't that because you were not getting it from
foreign countries?. Mr. MyERs. No, sir. It was because we did not get all of the sup-
plies that we should have gotten under the quotas from the offshore
domestic areas, Puerto Rico, Hawaii

Senator KERR. Well, none of the increase in domestic production
resulted from the fact that the quota to Cuba was canceled.

Mr. MYERs. No, sir.
Senator KERR. All of that went to other foreign countries.
Mr. MYERS. All of that went to other foreign countries.
Senator KER". But the Department of Agriculture did have the

authority, you say, to take off all acreage restrictions domestically?
Mr. MYERs. We took off all acreage restrictions domestically when

the supplies
Senator KERR. But you took them off?
Mr. MYERs. We took them off when the supplies were
Senator KERR. You had the authority to do that or you would not

have done it.
Mr. MYERS. Senator, I think there may be a confusion-
Senator KERR. There undoubtedly is.
.Mr. MYERS (continuing). Between two forms of restriction. There

are two forms of restrictions in the sugar law.
One is a marketing and import restriction. Those are what we call

quotas. The other is a I)roduction or acreage restriction. We im-
posed acreage restrictions only when stocks and production prospects
are so largo that a domestic area is likely to overflow its quota, its
marketing quota, and bring on a depressed condition there from over-
supplies.

Senator KERR. That is a very pontifical statement, but I do not be-
lieve it is in response to my question.

Mr. MYERs. Well, I am sorry.
Senator CURTrS. Will the distinguished Senator yield just briefly?

I want Mr. Myers to define a term he has used, in response to your
question.

Senator KERR. All right.
Senator CURTs. The acreage or production quota is applied to the

farmer, is that correct?
Mr. MYERS. That is correct, Senator Curtis.
Senator Currris. To whom is the marketing quota applied?



SUGAR ACT AMENDMENTS OF 1962

Mr. MYELRS. Applied to the marketer or importer.
Senator Cuirris. In other words, the ability to refine sugar and mar-

ket it is at right that, under tile law, the Department o#FAgriculture
grants to a part icula r sugar company.

Mr. ,MYERS. The ability to market, that is correct. Each of your
beet processors has a quota allotted to him for marketing his sugar,
andl he cannot. exceed that.

Senator CURTIS. I won't take any more time now.
Senator ANDrohisoN. Could I get just, one question here?
Semtor KmER. Yes.
Senator ANDERsoN. You testified that none of the Cuban deficit

came to at single domestic producer. Are you sure you can prove
that ?

Mr. MYERS. Oh, yes. I am quite sure I can do that., sir. There is
a very minor element fhat I would, since you wish the detail I will
go into it, even though it may be burdenisome, but in the past we
have--

Senator ANDERSON. But domestic production under the present leg-
islation would have taken in about 2,100,000 tons, and you took in
2,700,000 tons of domestic producers of beets. Are you sure none
of that was stuff that did not come in from Cuba?

Mr. h'Fms. Oh, no, sir. That is sugar that was reallocated to the
mainland areas from the offshore domestic areas.

Senator ANDERSON. What was the total quota of the offshore donies-
tic areas?

Mr. AB-hiRs. Last year, Senator- Senator, my attention has been
called to the fact, that the details are in the House report. Last year
we had a total requirement-

Senator KEimR. Where is that in the House report?
Mr. MYERS. Page 15-no, this is 1960. It still is not right.
Senator ANDERISO-N. WVouldn't you take the sugar report from your

own Department ?
Mr. M[YRH. I need theJanuary one.
Senator KERR. Don't you have a pamphlet. issued by the Depart-

ment of Agriculture entitled "Sugar Reports"?
Mr. MYERS. Yes, sir; we do.
I thought I had the January issue here which gives the last year's

figures. For some reason I seem not to have it, convenient.
Senator ANDERSON. Senator Kerr, if you would forgive me, while

lie is looking for that may I ask Mr. Murphy. Mr. Murphy, you would
not fool Senator Kerr, for the world. "Will you tell himil whether or
not in this new bill there is any provision whatever that. would guar-
antee t acre of acreage to the area lie spoke about or any other new
grower in the United States? They have to have a sugar mill. The
sugar people say they won't build a'sugar mill unless they have guar-
antees. They do have restrictions, and vou won't ai 'e them any allot-
ment. Therefore, there is not one line'in this bill that would give a
100-pound sack of sugar to the area that the Senator from Oklahoma
mentioned, is there?

Mr. Murmiy. I (1o not understand that. there is any provision in the
bill that guarantees any sugarbeet acreage to any articularr area.

Senator KFnR. Well, then, is the answer to his question yes or no?
Mr. MtuRPiY. I take it the precise answer to the question ini the form

he asked it would be, "No." P
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Senator K:RR. Are you allergic to a precise answer?
Mr. MuRity. It seems to me that would not be fully informative,

Senator.
Senator KERm. Well, you could, at least, give the precise answer

and then if you wanted to make a speech on it, that would be some-
thing else. Would apl)reciatea l)ecise answer.

That was the basic question I asked you, and you got me detoured
here to this encyclopedia of knowledge and information, much of
which is redundant to the question I asked him.

I appreciate the Senator from New Mexico bringing us back to the
focal point.

Senator ANDERSON. The only one question I want to ask, I will say
to the Senator from Oklahoma is this: If you wanted to protect
these areas, you could do similar to what we did in Public Law 12
many long years ago, namely, if a man switched from cotton and
grew war crops, you protected him with respect to a quota. When lie
emerged from those emergency crops, he went into cotton.. If you want to get sugar production in the United States, and did
not want to go to the foreign. sources, all you would have to do is to
guarantee Senator Curtis and Senator Carlson and various other
people, Senator Kerr and others-

Senator BENNErr. Don't leave me out.
Senator ANDERSON. You have more quota than anybody, but I will

take you in because you have been very helpful in this.
Senator GORE. In what?.
Senator ANDERSON. In trying to get some acreage for American

producers instead of putting it all in India and Ceylon and else-
where.

Senator KERR. Don't forget Mauritius.
Senator ANDERSON. Mauritius.
T his is to guarantee that if a sugar mill was established on the basis

of these deficits and quotas were given to domestic producers only as
low as 50,000 tons, that you would then recognize the acreage they
planted and give it history, whether it had it or not.

We gave history under Public Law 12, whether it had it or not.
You could do it tlis time. But the Department is allergic to that,
is it not?

Mr. MUiTRPHY. I do not understand the question, Senator.
Senator ANDERSON. Well, all right.
Senator KERR. Is there anybody in the Department who can?
Senator ANDER90N. Mr. BagweAl remembers it very well.
Mr. BAOWELL. I remember Public Law 12.
Senator ANDERSON. You surely do.
Mr. BAOWELL. There is nothing in the bill that would assure acreage

to any particular new area.
Senator ANDERSON. But by guaranteeing if a man planted-if a

sugar mill is established, and a man planted-in order to make pos-
sible a supply for that sugar mill, lie could acquire history, like Billie
Sol Estes acquired history for his cotton down there, he acquired his-
tory, he then would be in position to keep that sugar mill going and
make his investment.

As it is, no sugar mill will be built. There is no point in talking
about it. We have had many people in this area, in the California
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area, Red River area, Nebraska, everybody else talking about mills.
But they won't build unless they have some guarantees.

Mr. BAOWELL. I think the Secretary of Agriculture has the au-
thority under this bill to guarantee up to an acreage that will produce
50,000 tons of suga r for any given area.

Senator ANDERSON. If there are restrictions.
Mr. BAGWELJL. Well, of course, if there are no restrictions, anybody

can plant any acreage.
Senator ANDERSON. Yes. But if they plant when there are no re-

strict-ions and then restrictions go on, they do not have any history, so
they would be out. You would acknowledge that, wouldn't you?

Mr. BAGWELL. That is generally true; yes, sir.
Senator ANDERSON. That is what the trouble is, isn't it?
Mr. 13AUWELL. Yes.
Senator ANDERSON. You do not have a guarantee of any kind or

any description to an American grower. But if you take the House
bill and put in the House guarantees to all these new countries, they
have got some history, haven't they?

Mr. BAGWELL. They have got some quota.
Senator ANDERSON. Well, call it whatever you wish. They have got

a pretty good history, and that is what I thought the Senator from
Oklahoma was trying to get at.

Is there some way that you can guarantee any of this domestic in-
crease to those areas now seeking a sugar mill? The Senator from
Nebraska has talked to me many times. He has some established
quota in his area, established growers. New growers would like to
establish some acreage. Why can't we find a method by which
eventually some sugar mill can come in, and guarantee for those acres,
which is the point of the Senator from Nebraska, and the point of the
Senator from Oklahoma.

I apologize, Senator.
Senator KERR. I appreciate it, and I would now like to have an

answer to the question.
Mr. MuPrny. We would be glad to have guidance from the com-

mittee, and we will be glad to work with you and Senator Anderson
and the committee to try to arrive at a proposal that will accomplish
what you want to accomplish.

Senator KERR. Apparently 700,000 additional tons went to the main-
land areas last year, or were produced by the mainland areas. Is that
disclosed in that tabulation of facts?

Mr. MYRPs. Senator, yes. We have had that type of production
increase in beets and mainland cane, yes; that is correct.

Senator KERR. Yet there has not been a guarantee by the Depart-
ment of Agriculture made available to a single new mill in a single
new area, has there?

Mr. MYERS. No, Senator. We--
Senator KERm. All right, just stop right there.
Mr. MYERS. That is right.
Senator KERR. That is fine. That is a definite answer, and I con-

gratulate and thank you.
Now, did the Secretary say that he would be willing for a provision

to be made in this bill by which the Secretary would inaugurate a
program that would result in such guarantees to such areas, those of
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limited production but no mill, and those of no production because
of no mill?

Mr. MunRiy. If I understand the proposal now, Senator, and I
believe I do, it seems to me it would be higldy desirable to do what you
and Senator Anderson have indicated.

It seems to me quite clear that no one is going to build a sugar mill
relying on production from acreage when the right to produce might
be taken away all of a sudden.

Senator KERR. The disappointment of the Senator from Oklahoma
is and stems from the fact that he believes the Secretary has had
the authority and has not, under the law we now have, but that it has
not, been used.

Senator ANDERSON. I think, in fairness to the current Secretary of
Agriculture, I do not believe he had the right to give history. He
had the right to let the mill do the production, but he could not protect
the history of the acreage. The Senator from Oklahoma indicated
that the Department of Agriculture might be willing to let them
acquire history if a mill were built in order that they might have a
guarantee to supply it.

I think that is the most interesting reply we have had and the most
favorable reply we have had for a long time, and I thank the Under
Secretary for it.

Mr. BAOWELL. Senator, as the Sugar Act exists now, the Secretary
of Agriculture is authorized to take the total quota for the area and
divide it among sugar processors. But it has to be done in part on the
basis of history of marketing of sugar, by the bill.

Senator KEP.. Not entirely.
Mr. BAOWET. Not entirely. I say, in part.
Senator KERR. And in indicating that process or-and I yield to the

superior knowledge of the Senator from New Mexico-:but I had
thought the Secretary, in granting him that permit or authority or
privilege, whatever it is, to the processor, he could have included a
contingency that the mill be built at a different area than where they
now are.

Senator ANDERSON. That is right. I think that is right. I know he
had no authority to give them history. He failed to have the right to
give them history.

Senator KERR. He could have gotten the mill built.
Senator ANDERSON'. I think he might. I learned a long time ago to

take Mr. Bagwell's comments and advice when I was in the Depart-
ment, along with other good lawyers. But I do think the point the
Senator from Oklahoma has made if they can get this history, then
a mill could be built, and it would be an important contribution, that
made by Mr. Murphy.

Senator KERR. Aiid the bill, whatever legislation we passed, would
be adequate if we had a provision in it that would authorize to give
him the history simultaneously with the permit to process.

Mr. BAOWELL. Senator, I think the people who are investing their
money in a new mill would want more assurance than we could give
them under the present law.

Senator KERR. How difficult would it be to provide an amendment
that would give them. that which would be adequate?

Mr. BAOWELL. Not difficult at all.
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Senator KERR. Would you prepare such an amendment?
Mr. BAGWELL. I certainly will.
(The following was later received for the record:)

SEC. 5. Section 205(a) of such Act is amended (1) by Inserting In the second
sentence thereof immediately following the words "sugarbeets or sugarcane"
the language ", limited in any year when proportionate shares were in effect to
processings", and (2) by inserting after the second sentence thereof the follow-
ing sentence:

"The Secretary is also authorized in making such allotments, whenever there
is involved any allotment that pertains to a new sugarbeet processing plant or
factory serving a locality having a substantial sugarbeet acreage for the first
time or that pertains to an existing sugarbeet processing plant or factory with
substantially expanded facilities added to serve farms having a substantial
sugarbeet acreage for the first time, to take into consideration in lieu of or in
addition to the foregoing factors of processing, past mnarketings and ability to
market, the need of establishing an allotment which will permit such marketing
of sugar as is necessary for reasonably efficient operation of any such new pro-
cesing plant or factory or expanded facilities during each of the first two years
of its operation."

At the time the Secretary distributes the sugarbeet acreage reserve for any
year, which determination of distribution shall be made as far In advance of
such year as practicable, such distribution shall thereby be committeed to be in
effect for the year in which production of sugarbeets is scheduled to commence In
a locality or localities determined by the Secretary to receive such reserves for
such year, such determination of distribution by the Secretary shall be final,
and such commitment of the sugarbeet acreage reserve shall be Irrevocable upon
Issuance of such determination of the Secretary by publication in the Federal
Register; except that If the Secretary finds in any case that construction of
sugarbeet processing facilities and the contracting for processing of sugarbeets
has not proceeded In substantial accordance with the representations made to
him as a basis for his determination of distribution of the sugarbeet acreage
reserve, he shall revoke such determination in accordance with and upon publi-
cation in the Federal Register of such findings. In determining distribution of
the sugarbeet acreage reserve and whenever proposals are made to construct
sugarbeet processing facilities in two or more localities where sugarbeet pro-
duction is scheduled to commence in the same year, the Secretary shall base
his determination and selection upon the firmness of capital commitment, suit-
ability for growing sugarbeets, proximity of other mills, need for a cash crop
or a replacement crop, and accessibility to sugar markets, and the relative
qualifications of localities under such criteria. Whenever there is no Interest
In constructing a new facility to commence production In a certain year, the Sec-
retary shall give consideration to proposals, If any, to substantially expand
existing factory facilities and in such event he shall base his determination of
distribution of the sugarbeet acreage reserve on the aforementioned criteria and
the extent of the proposed substantial expansion or expansions. If proportion.
ate shares are in effect in the two years immediately following the year for
which the sugarbeet acreage reserve is committed for any locality, the acreage
of proportionate shares established for farms in such locality in each of such
two years shall not be less than the acreage required to yield 50,0'Y) short tons,
raw value, of sugar based upon the yield expectancy initially considered by the
Secretary in distributing the sugarbeet acreage reserve to such locality.

Senator KERR. Thank you very much. The administration would
be agreeable to such an amendment for the stated purpose and, if
granted, would follow through on the procedure outlined, is that
correct ?

Mr. MURPHY. Yes, sir. It seems to me entirely reasonable if you are
going to propose to build a new mill you ought to create con ditions
that make it possible for it to be done.



SUGAR ACT AMENDMENTS OF 1962

Senator KER-R. That is a general answer to the question I was trying
to ask. Do you knew where Mauritiits is?

Mr. MuRPiiy. I do not, sir.
MrIh-. 3AGWELL. Senator, I would like to go back to your question to

the mill.
You understand under the bill the Secretary would have authority

only to allot an acreage of beets that would produce 50,000 tons of
sugar. A mill exists only if it has farmers producing beets near it.

Senator KERR. Sure, I understand.
Mr. BAGWELL. We would not be able to allot more than an acreage

equal to 50,000 tons in any one year, which would mean about one mill
a Year.

Senator KERR. You mean under existing law?Mr. BOwELL.. Under this bill.
Senator KERR. Then instead of, let's say, giving 900 percent increase

to Mauritius which so far as I know nobody knows where it is
Senator BENNETr. May I take a disclaimer on that?
Senator KERR. I want to make aln exception. The Senator from

Utah is exceptionally well informed.
Senator BENNLPr. I looked it up yesterday. [Laughter.]
Senator KERR. While it is fresh in your mind would you share your

knowledge with us?
Senator BENNETT. It is several hundred miles east of Madagascar

in the Indian Ocean.
Senator KERR. Longitudinally and latitudinally where is Madagas-

car?
Senator BENNEr. Madagascar is off the east coast of Africa toward

the southern tip, and this is east of Madagascar, about 300 miles, as
I remember it, it could be five.

Senator KERR. You know where Oklahoma is, don't you, Mr. Sec-
retary?

Mr. MuRPHiY. Yes, sir.
Senator KERR. And New Mexico and Texas?
Mr. MURPHY. Yes.
Senator KERR. You see, this increase of Mauritius would take care

of two mills, and so it will be very easy to amend the law so that the
Secretary could make provisions for more than one mill in the area,
wouldn't it?

Mr. BAGWELL. I am sure it could.
Senator BENNErr. Would the Senator yield again?
Senator KERR. Just one more question and I wi~ll be through. How

many additional mills would we have to authorize before this tristate
area would get one?

Mr. BAGWELL. Senator, frankly, I do not know. The Secretary is
given discretion, and he would have to pick and choose. I am afraid
I wouldn't be in position to answer it.

Senator KERR. Somebody is going to answer that question. Some-
body is going to answer that question. Who can answer it?

Mr. MuRPiy. I don't believe that we can answer it, Senator, at this
stage.

Senator KERR. This is getting pretty late.
Mr. MuRrn. The legislation provides, contemplates, that different

areas that are interested will have an opportunity to make their in-
85601--62-3
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terest known. This probably will be a hearing and the Secretary
will have the somewhat doubtful privilege of choosing between them.

Senator KERR. Well-
Mr. MURrHY. And I think lie could not say until he had heard the

evidence and claims of the presentation of all of them which one he
would choose.

Senator KERR. Well, assuming we are going to fix it maybe so lie
can choose more than one, and the question was how many would we
have to provide for before one could be provided or granted in the
area referred to.

Mr. MURPHY. This question I cannot answer.
Senator CA RSON. Will the Senator from Oklahoma yield?
Senator KERR. How long would it take you to get that answer?
Mr. MURPHY. I would have to have a conference, Senator, with

my colleagues, and I am not certain.
Senator KERR. The Senator from Oklahoma is just one member of

this committee, but it is his hope that this bill doesn't come out of
this committee until that information is furnished.

Mr. BAGWELL. Senator, it seems to me if the Secretary were faced
with the decision in 1963, for example, between area A and area B,
and the mill in area A was much further along and would be ready
to put into operation in 1963, whereas the mill in area B would not
be, I think the choice would be rather simple.

But if they were equally advanced in structure and ready for
completion of operation, why, that is different.

Senator KEmR. I understand there are about three areas vitally
interested.

Mr. BAOWELL. At least that.
Senator KERR. And I see no reason why, when we are contem-

plating giving the Dominican Republic, for instance, an additional
quota sulicient for three mills, and Brazil, which is engaged in the
process of taking property away from American nationals who are
down there, without any kind of compensation, enough for three ad-
ditional domestic mills, and-did you say Mauritius was close to South
Africa i

Senator BENNEIV. Yes.
Senator KER. South Africa is in here also for two additional, and

Mauritius for two additional. Now the fine gentleman on the staff
here has just given me this note.

Mauritius is a small island off the southern tip of Africa, 725 square
miles, with a population of about one-half million.

Senator SMATHERS. Is Mauritius recommended by the House or by
the administration ?

Senator KERR. It is in the House bill, but I want to say this, the
House bill does have this merit, it is specific about where these bene-
fits are going. [Laughter.]

Senator SM31ATHERS. I just wondered if it was Secretary Murphy
who recommended Mauritius.

Mr. MuRrny. The quota is not recommended by the administra-
tion, the allocation is not recommended by the administration.

Senator KERR. Is there an allocation recommended by the Secre-
tary for Oklahoma, Texas, and New Mexico ?

Mr. M[uiRPHyi. Not as such; no, sir.
Senator KElu. Well, as such or in any other way ?
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Mr. Muujiy. He has recommended this 50,000 tons a year which
would be available for one new mill each year in the United States. I
do not see how the Secretary could very well say where this mill would
be built until he knew the areas which would be interested, which would
make a claim for it, and had heard the story from each of them.

Senator Kr.mu. I want to say this, Mr. Secretary, the Secretary or
somebody down there has not been without information of the interest
in these various areas. This is not the first time this matter has been
brought to the attention of the Department of Agriculture.

Senator MoRToN. Will the Senator yield?
Senator KERR. I believe the gentleman there wants to say some-

thing.
Mr. MYERS. Senator, you are quite right, this is not new to the

Department of Agriculture. We have known of this demand for
acreage for some years. It has been growing, getting progressively
stronger. The old law under which we have operated and will con-
tinue to operate until June 30 of this year-

Senator KERR. That is not very long.
Mr. M-i-Em. It is not very long. It requires that when we give

out acreage we can do so on only two conditions: past production and
ability to produce and ability-we have had to use a demonstrated abil-
ity because the rest of it is too intangible.

Senator KERR. And process.
Mr. MYERS. Now this is the first time that we have ever had even

a suggestion of an ability to disregard the history-
Senator Krrm. You mean the authority?
Mr. MyRS. I beg your pardon. Have the authority to disregard

past history and say, "All right; here is a new area."
Now, one reason we are so anxious to have guidelines from the Con-

gress on this, we know of a great many areas that are anxious to build
mills. Arizona, your tristate area, Senator Curtis' area in Nebraska,
the Red River Valley, even the Wabash Valley. They have a Wabash
Valley Beet Growers Association. They have never produced beets
there, but they have it, to got in a sugar mill.

Ohio, New York State has at least one, if not two; there is some
talk about Maine wanting to get into the act. Missouri I forgot-they
want to. They have been carrying on experiments for several years
to determine the feasibility of growing sugarbeets.

Then, of course, there are many areas out in the Mountain States
and Western States, Pacific Northwest in particular, that have wanted
additional mills.

Senator KEmR. In spite of all of this information, in spite of all
this interest, in spite of all this need expressed by the representatives
of these areas, the Department of Agriculture has never come before
this committee with a single suggestion as to formulating a program
to pernit that to be brought about.

Mr. MYERs. Heretofore we have had to, when we had restrictions
in effect at all-had to hold back the old growers, and there was a good
deal of argument against having the old growers cut back further for
the benefit of the new growers.

Senator KERR. I am not talking about the old gTowers. I am talk-
ing about taking the growth; I amn talking about taking the-

Mr. MYERs. Even with growth, they have not until recently been
able to produce at a full capacity for the old growers.
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Senator ANDERSON. Mr. Chairman, I think he ought to put in the
record at this point what the old growers have been doing. It is a
substantial growth. It runs from something like a million and a half
tons to up to over 2 million tons, and this year 2,700,000 tons. The
old growers have not had difficulty, not a bit, and Mr. Myers knows it.

How many years have you held them back?
Mr. MYES:. We started holding them back in 1955, Senator, 1955,

1956, 1957, 1958, and 1959.
Senator ANDERSON. Has there been no growth? If the Senator will

excuse me.
Senator KERR. I appreciate the help of the Senator from New Mex-

ico. As I say, he has more knowledge on it than I do.
Senator ANDERSON. NO; but I did participate in the writing of an

act in 1948, and I think everybody who knows anything about it would
concede because of what Cuba hiad done for this country, in selling
its crops we tried to protect Cuba to the fullest.

Mr. MYERS. That is right.
Senator ANDERSON. But that obligation ceases when a different type

of government comes into Cuba and I have been trying hard ever since
to see to it that some of this comes over to the United States and that
is why I was shocked at your testimony of the Cuban production has
gotten here. Look at the increase in production there has been this
1 year, according to the sugar reports for February. I am not going
to try to find it again, but a very substantial increase.

In the House report on page 2, 1 guess it is, it lists domestic beet sugar
present legislation 2,110,000: H.R. 12154, 2,650,000.

Now, isn't the production this year going to be about 2,700,000?
Mr. MYERS. Probably so.
Senator ANDERSONX. So under the House bill you would have to cut

back the domestic produced a little bit.
Mr. MYERS. Well, actually no, Senator, because our stocks of beet

sugar are below good working levels, so they need to be built up again.
Senator ANDERSON. Well, 2,700,000 is more than 2,650,000, isn't it?
Mr. MYERS. It is more than that.
Senator ANDERSON. We have that established.
Mr. MYERS. But we need to have a lot bigger stocks than we have.
Senator ANDERso.W. Yes; I grant that, but what I am trying to say

is that the domestic grower who only a few years ago was producing
a million-1,300,000 and 1,400,000 tons gets up to 2,700,000 tons, his
throat hasn't been completely cut, has it?

Mr. MYERS. Oh, no; it is-it has not been cut.
Senator ANDERSON. I don't want it to be. I am glad to see the pro-

duction come in, but every time-
Mr. MAERs. But the point I was trying to make, Senator Anderson,

is that we are now at the point where you have substantially full pro-
duction for the existing factory capacity.

Senator ANDERSON. I want to say the only reason I mentioned a
moment ago-mention was made about Arizona-Arizona is very
happy, I think, growing sugarbeet seed. It is a very profitable crop
and they grow a tremendous lot of it.

If this, the Senator from Oklahoma mentioned, would be opened
up, Arizona would have a new immediate market for a very fine crop
of sugarbeet seed. The area in California near Fresno is a very de-
sirable location for sugarbeet. f
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There is an area up in Washington-Oregon, I think you would con-
cede, which is a very fine prospect for stigarbeet. There is one in the
Red River Valley in North Dakota. There is one in Senator Curtis'
State of Nebraska.

There are areas in the State of the Senator from Kansas, Mr. Carl-
son, which lie has been trying to help steadily in this conumittee but
every time we run up against a stone wall; and I say very frankly to
the Senator from Oklahoma and to the representatives of the Depart-
inent this is the first time I have heard from them an expression that
they might like to do something that might help in conferring history,
and I think there is something to it.

Mr. MERs. And I think the statement made by the Senator from
Oklahoma and the Secretary of Agriculture is the best statement we
have had in a very, very long time, and it is a very useful statement.

Senator KERR. I want to make one correction here. I had thogliht
that Mauritius was getting only a thousand percent increase. But
I now am advised that the 10,000 tons basic quota for this 41/2-year
pei'iod is the first time Mauritius has ever had a quota.

Senator ANDERSON. Especially as they have a representative here
this morning.

Senator KERR. So they are given a basic quota and a temporary
quota totaling 110,000 tons to an area 720 square miles with a popula-
tion of about half a million.

Senator MoRTONx. Would the Senator yield at this point?
Senator KERR. Yes.
Senator MORTON. I agree on this Mauritius business. I don't know

anything about it, but Ido want to straighten out one point. You
were talking about these various countries and you indicated that
Peru's quota would provide for three sugar mills and Brazil's for
three sugar mills.

Senator KERR. No; I said that amount of sugar would be enough to
provide three domestic mills.

Senator MORTOIN. Yes; I understand. But remember what you are
talking about is the division of the million and a half Cuban quota-
not basic quota.

Senator CURTIS. Some of it is.
Senator MORTON. Not the 150,000 additional for Brazil.
Senator CuRTIs. Brazil has no basic quota now, and they would get

a basic quota of 193,620 tons in addition to allocation of 152,928, or
a total of 346,548 tons.

Senator MORTON. Yes; but, Senator, I just wanted to get the dis-
cussion straight. I was referring to the remarks by the Senator from
Oklahoma who was using the division of the Cuban quota as his illus-
tration. I merely wanted to point that out.

I think this Cuban quota, however it is divided up, must be in some
amount preserved. We all hope that Cuba will throw off Castro and
when that does happen we all recognize that for the Cuban economy
to survive under freedom they must have a fair share of the U.S.
sugar market.

Senator KEn. All right.
Let's go back to that staff memorandum on proposed quotas I gave

,'ou there. Let's just go down that list.
The first is Cuba, 1,500,000 tons, which is allocated under the House

)ill to other areas on a temporary basis.
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Senator MfORTO.N. Yes.
Senator KERR. Philippines, 1,050,000 tons.
What, has that been?
Mr. MUTRPiiY. Something over 900,000.
Mr. BAGWELL. 980,000.
Senator KERR. That is a 70,000-ton increase.
Senator ANDERSON. Why don't he tell what the Philippines got the

last time?
Senator MORTON. We are dealing with a treaty.
Senator KERR. Peru, 200,000 tons.
What do they have?
Mr. MYERS. 108,000.
Senator ]KERR. Dominican Rel)ublic, 200,000 tons.
What, did they have?
Mr. MYERS. 96,000 tons.
Senator KERR. Mexico, 200,000 tons.
Mr. MARs. 80,000.
Senator KERR. Brazil, 190,000 tons.
W]at did they have ?
Mr. MYERS. Zero.
Senator KErR. British West Indies, 100,000.
What did they have?
Mr. MYERS. Zero.
Senator ANDERSON. Could I ask whether that is going to be pro-

duced in the British West Indies? I have been down there and I
thought-not too recently-and I thought they had sort of abandoned
their sugar production. I saw the sugar mills out of production; they
weren't, working any more. Where will this be grown? In which
island '?

Mr. MYERS. Senator, they produced on quite a few of the islands.
Jamaica is, of course, the biggest one.

Senator ANDERSON. Jamaica is part of the British West Indies and
it is going to produce this.

Mr. MYERS. Well, it is one of the producers, Senator.
Senator MORTON. Trinidad-
Mr. MERs. And also British Guiana is treated as a part of that.
Senator SMrAtTHERS. What did you say? I didn't hear that.
Mr. MYERS. Jamaica, Trinidad,'Barbados, British Guiana, and some

of the smaller islands. The figures I happen to remember, Senator
Anlerson, in round figures: British Guiana has been exporting about
350,000 tons and the rest of the British West Indies about 850,000-
all of it going, of course, to the British, the United Kingdom.

Senator ANDERSON. Most of it goes to the British?
Mr. MYERS. Substantially all of it; a little of it to Canada.
Senator KEm. But they hiave had no quota.
Mr. MYEnS. No U.S. quota.
Senator KERR. Australia, 50,000 tons.
Mr. MYERS. And they had no U.S. quota.
Senator KERR. French West Indies, 40,000.
Mr. MYERS. Zero.
Senator KERR. Costa Rica, 30,000.
Mr. MYERS. Costa Rica had 2,000 tons.
Senator KERR. Nicaragua, 30,000.
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Mr. MYERS. They had 15,000.
Senator AXNDERSON. How many?
Mr. MYERs. 15,000 tons.
Senator KERR. Republic of China, 45,000.
Mr. Mhiyms. They had about, I beg your pardon, I said for Costa

Rica, I should have said about 3,500, approximately 4,000. And sub-
stantially 4,000 for the Republic of China.

Senator (ERR. 4,000 up to 45,000 that is what it is, isn't it?
Mr. MYERs. That is right.
Senator KERR. Ecuador, 30,000.
Mlr. MYER1s. They have had none.
Senator SATITERS. 'What?
Mr. MYERS. Zero.
Senator KERR. Colombia, 35,000.
Mr. Nns. Zero.
Senator KERR. Haiti, 25,000.
Mr. MYERs. Haiti had about. 7,000, a little more.
Senator KERr. Guatemala, 20,000.
M[r. MYERS. Zero.
Senator KERR. Argentina, 20,000.
Mr. MYERS. Zero.
Senator KERR. India, 30,000 tons.
Mr.M.%YFRS. Zero.
Senator KERR. South Africa, 20,000.
Mr. MYE.Rs. Zero.
Senator KERR. Panama, 15,000.
Mr. MYERs. Panama had just under 4,000.
Senator KERR. El Salvador, 10,000.
Mr. MYERS. Zero.
Senator KERR. Paraguay, 10,000.
Mr. MYES. Zero.
Senator Kumi. British Honduras, 10,000.
Mr. MYE. Zero.
Senator KERR. Fiji Islands, 10,000.
Mr. M-ERs. Zero.
Senator KERR. Netherlands, 10,000.
Mr. MYER. The Netherlands had 4,000.
Senator KERR. Mauritius?
Mr. MYER. Zero.
Senator CuRTis. Would the Senator yield very briefly right there?
Senator KERR. I would just like to ask one question and then I will.
Senator CURTIs. I made a tabulation of the figures here.
Senator KER. All right.
Senator Curns. Countries that had no basic quota under existing

law have been assigned under the House bill a basic quota of an amount
of sugar equivalent to provide for around 19 or 20 plants in the United
States.

Senator ANDERSoN;. That is right.
Senator MoRTox. Would you yield'?
May I straighten this thing out because you are talking now about

the basic increase, as differentiated between the assignment of the
Cuban quota. I think the conmitte should bear this in mind, what-
ever its final conclusions are, because in your original presentation I
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was afraid you were getting us off on the distribution of the Cuban
quota.

Now, you are on the track, because
Senator KERiR. I want to tell you that this is not a monorail I am try-

ing to travel on.
Senator MORTON. I want. to get on the same train with you, yon

see.
Senator KERR. Good.
Senator MORTON. You were starting down a dead end ,witcl on

the Cuban quota and I couldn't get on that track with you, but I
might be able to get on this one.

Senator KERR. Fine.
Here is what I would like to ask you, Mr. Murphy.
Doesn't every ton of this sugar that is bought from these countries

have to be paid for in dollars that are convertible into gold?
Mr. MURPHiy. Yes, sir.
Senator KERR. So that we are talking about here on the one hand of

a million tons of basic quota approximately, a million and a half tons
reassignment of Cuban quota or 21/.2 million tons a year of imports of
sugar that have to be paid for in dollars that are convertible into
gold, correct?

MNr. MNURPhY. That is correct. That is not-
Senator KRRM. How much does it, what do they get a ton mnder that

bill ?
Mr. MTRP11Y. Under the House bill they would get approximately$100 a ton, wouldn't they? $110 a ton?
Senator KERR. That is 250 million tons at $110 a ton. Mr. Bagwell

is shaking his head.
Mr. B..WEtL,. Not 250 million.
Senator KEm. Two and a half million.
Mr. MU-RPHY. Two and a half million.
Senator KRRM. At a hundred and how much a ton ?
Mr. M MuRerv. $110.
Senator DoUcGLAs. $275 million.
Senator Krun. That is $275 million drain on our gold, is it not?
Mr. Mmri-ur. That is not the total amomt of imported sugar.
Senator KERR. I understand, but that is the total amount of new

basic quota and reallocated Cuban quota.
Mr. MURPHY. I think that is substantially correct. I think it is

actually a little more than that.
I think there are a million eighty-five thousand plus a million and

a half tons.
Senator KERrt. A million eighty-five thousand tons. plus a million

and a half tons.
Mr. MURPHY. So I think it is 2,585,000.
Senator KERR. 2,585,000 tons at $110 a ton is nearly $300 million

of drain on our gold reserves, isn't it ?
Mr. UfrRPHY. Yes, sir.
Senator KERR. Now, every ton of that that, could be produced

domestically would reduce te drain on our gold reserves by that
amount, wouldn't it ?

Mr. MURPHY. That is correct: yes, sir.
Senator KERR. What is your recommendation on that?
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Mr. MURPHiY. Our recommendation is that the same total amount
of sugar be imported. It is not our recommendation that it be al-
located in quotas in this fashion. Our recommendation is that the
sugar be imported, in effect, at the world price, and in that case, the
cost would be approximately half as much and the drain on our gold
reserve would be reduced byabout 50 percent.

Senator DOUGLAS. Would the Senator yield at this point?
Senator KERR. Yes.
Senator DOUGLAS. Do I understand the world price now is ap-

proximately 21/ cents a pound?
Mr. M iuPriy. Approximately 2,4. Mr. Myers can be more precise

about this.
Senator Dor.AS. And the domestic price laid down at seaboard

including duty and freight is approximately 6.3 cents a pound?
Mr. MYERS. Yes, Seniator, prices have gone up a little bit since

you got your figures apparently. The world price is now approxi-
inately $2.60 to $2.70 a hundred pounds, and the domestic price about
6.4 to 6.5, those are in round figures.

Senator DOUGLAS. Yes.
Now, the duty and freight would amount to about 1 cent.
Mr. MYERS. Approximately.
Senator DOUGLAS. So that -
Mr. MYERS. A little bit less than that.
Senator DOUGLAS. So the price plus duty and freight laid down at

Seaboard-the p rice rather would be 5.5?
Mr. MYERS. Approximately.
Senator DoUGLAS. And the world price would be 2.7?
Mr. MYERs. That is right.
Senator DOUGLAS. Or a subsidy of 2.8 cents per pound.
Mr. MYERS. That is correct.
Senator DOUGLAS. Or a subsidy of $56 a ton.
Mr. MYERS. That is correct.
Senator DOUGLAS. And this on 3.9 million tons of sugar imported

comes to a total of $218 million?
Mir. MYERS. That sounds correct.
Senator DOUGLAS. And excluding the Philippines, a subsidy of $162

million?
Mr. MYERS. That sounds correct.
Senator DOUGLAS. Paid by American consumers. I won't say any-

thing about the subsidy to the domestic producers, but that'conies
to-

Senator KERR. You are beginning to build up a little support. I
would hate for you to lose it. [Laughter.]

Senator DoUGLAs. So it can be said that the subsidies to the pro-
ducers-domestic producers is $332 million.

Does the administration propose to reduce the subsidy to domestic
producers?

Mr. Munry. No, sir.
Senator DOUGLAS. In fact, you increased the amount allotted to

domestic producers by about 650,000 tons, did you not?
Mr. MURPHY. That is correct.
Senator DOUGLAS. Or an added subsidy to domestic producers of

$40 million approximately?
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Mr. MuRPhY. I am not sure we would use the term "subsidy,"
Senator.

Senator DOUGLAS. Well, subsidy paid by consumers in excess of what
the world price would be.

Mr. MURPHY. The price, the premium price, is higher than the
world price would be and the quotas for domestic producers under
that would-

Senator DOUGLAS. Would come to $40 million, isn't that true?
Mr. MURPHY. Yes, sir.
Senator DouoLAs. Now, may I ask in the case of Peru, which has a

200,000 basic plus 150,000 temporary, that is 350,000 tons, at $56 a ton,
according to my figures that comes to a subsidy paid by consumers
of $19,600,000. Is that approximately right.?

Mr. MURPHY. I haven't done the arithmetic, Senator. But I tliink
it is.

Senator Dotu(;:.\s. Who owns the mills and who owns I lhe acreage
in Peru?

Mr. Mut',ly. I (to not know, sir.
Senator I)ot'tL.%s. You (10 not know.
May I ask if that is correct that the WT. R. Grace Co. ownis 18 pr-

cent of the. acres and 21 percent of the milling capacity. Mr. Myers,
could you inform ine

Mr. MYitrs. I would not want to speak authoritatively omi that sub-
ject. Senator, but from all I have read those figures would souml
correct.

Senator )o1uuL.NS. I may say we have collected these figures and
believe them to be correct and I will ask at an appropriate time they
be inserted in the record.

Now, is it. true that the Nepena Co. which is American controlled
has 5 percent of the acreage and 5 percent of the milling capacity ?
Mr . MvERs. Frankly, Senator, I do not know that.

(A letter from W. R. Grace & Co., which Senator Douglas received
subsequent to this discussion, appears on p. 61.)

Senator DOUGLAS. Is it true there is a German family which has
even larger holdings than the W. R. Grace Co. ?

Mr. MY1Rs. I know of the name you referred to as a German or
French name; I am sure it is an old Peruvian family.

Senator )oUrLAs. But they have even large, holdings than Grace.
Mr. MYERs. I think so, yes.
Senator I)ot'cL.S. Has not. in the past, this reallocation of the Cuban

sugar given a windfall of around $150 million a year or total wild-
fall of $300 million to a relatively small number of foreign producers.

Mr. MYERS. Yes. Senator, that'iscorrect.
Senator l)MoL.s. The answer is "Yes."
Mr. MYERS. The answer is "Yes." In some cases, I should in fair-

ness say or completeness, say, tiat in some cases a portion of that wind-
fall has been drawn off by ihe countries for tax purposes and in some
eases it has been divided to some extent with labor.

Senator DOUGLAs. But most of it-but not necessarily all of it-has
stayed in the pockets of a relatively small group who ow~n the majority
of ihe acreage and control the sugar mills, isn't that true?

Mr. MYERS. I think that that would be a fair statement collectively.
Senator 1)OrOLAs. Mr. Chairman, I.hope that we do not pass this bill
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out. if the bill is passed by Congress, I hope the President vetoes it.
Senator KERR. Now, then, I thank the Senator-
Senator DoULAs. I hope we do notpass tlie Ilouse bill.
Senator KJaEp. I thank the Senator for his contril)ution.
I would like to finish the question.
Senator Dou(m.s. I thought since the Senator had taken. an hour

and a quarter he would not object if one-if someone else asked
questions.

Senator KERR. I would say that is a very gracious expression of
gratitude for my yielding to the Senator. Laughter.I

Senator ANDE!mSON. Would the Senator from (Oklahoma permit
one observation ?

I would only say, Mr. iMyers, I t liink you and 1 miliht agree that
the elimination of all these so-called tariffs miglit Oimige the world
price some. I think I had some experience in the department which
persuaded me when you remove those restrictions and. therefore, throw
a lot of surplus on the world market, and permit them to mix, the
price goes up slowly. You couldn't guarantee the world price would
stay down if there was wide-open competition from the American
market.

Mr. IMYRS. I think that is a very worthwlile characterization of
the situation, Senator, and also it is iml)icit in tle administrations
recommendations, because we would not feel that the lurchlase of our
sugar on the world market would have an effect other than a buoyant
effect on the world market.

Senator NNDERS0N. I only wanted to suggest, Selator Douglas, he
explain what bill he referred to because I believe he supi sorts tle
administration, bill and I know I do and I thought his remairs-

Senator I)OUGL.S. 1 may say I am leading ul.) to the identical pro-
posal which I made in committee last year, which was passed out by
this committee by a umanimous vote.

I regret to say at that time the State Department opposed it., and
they beat us on the floor and continued the present practice which
has resulted in building ii) vested interests and Incaking enormous
profits for a relative few. I am glad that the State Department has
reversed itself now aid I hope we can march together on a program
vhich wN:ill take away this unconscionable subsidy to a relatively few

foreign producers and put the money into the U.S. Treasury where
it can be used for the benefit, of the Anerican taxpayers.

Senator ANDERSON. I only add to that 1 supported Senator Doualas
then. I thought it it was a good amendmenit, then, and I think it is
a good amendment now, and I think it is in the Senate bill.

I only want, to say to the Senator froln Oklahoma if lie will excuse
me only 1 second, that in the Senate bill there are a great many Melim-
bers of the Senate sponsors including Senator Bennett of Utah, Sen-
ator Smathers of Florida, Senator Long of Louisiana, the Senator
from Georgia, Mr. Talnmadge, and others, and therefore I am happy to
have the Department testify that this is the bill wiich it prefers
and which it would sUlport.

Mr. MURPHY. Thank you.
Senator GoRm:. Senator Kerr, since you are of such a liberal yielding

mind, would you yield to me for one question?
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Senator KERR. If I do so will it be followed by reference concerning
the amount of time which I, and those to whom I have yielded have
consumed? [Laughter.]

Senator GORE. I would prefer not to commit myself, but if that is
a condition for yielding. I will promise.

Senator KERR. Very good. I will yield.
Senator GORE. Mr. Secretary, this is a subject to which I have not

devoted very much study. TV colleagues have about convinced me
that the American people would be better off with no sugar bill than
the bill passed by the House, and they have about convinced me that
the American people would be better off without passage of any sugar
bill at all.

Will you answer those two questions?
Mr. MURPHY. Yes, sir.
We certainly would not agree that the American people would be

better off with no sugar bill at all. We believe that the Sugar Act,
as it works with respect to domestic producers and its general effect
oh American consumers, is good.

If the choice were between the House bill and no bill at all, it would
be an extremely difficult choice. I would hope we never have to face
it. I hope that the administration is not confronted with that choice.

Senator GORE. I thank the Senator from Oklahoma, and now I shall
listen with rapt attention as he proceeds in his very timely interroga-
tion.

Senator KmR. Well, there are two questions I want to ask and then
I want to yield to the Senator from Louisiana.

No. 1, assuming that the price paid for sugar includes the subsidy
to whoever furnishes it for the sake of this question. To the extent
that the subsidy goes to domestic producers it does not constitute a
drain on our gold, does it?

Mr. Munrr y. That is correct.
Senator KERR. And that is a most significant difference at the pres-

ent time under present circumstances?
Mr. Munpiny. It is; yes, sir.
Senator KERR. Assuming that the price domestically includes a

bonus or a subsidy, it is not given to a limited few, but to hundreds of
thousands of American farmers who make their living and support
their families and make their contributions to this economy here at
home.

Mr. MURPHY. It is a considerable number of American farmers,
Senator. I don't believe the number is that large.

Senator KERR. Whatever it is, it is a widely separated-
Mr. MURPHY. That is true.
Senator KERR (continuing). Large group?
Mr. MuRPiY. That is true, and spread over a large part of the

United States.
Senator KERR. And there is no identity of ownership between the

processor and the producer?
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Mr. 'MunriiY. There frequently is, I believe.
Senator KERR. But substantially that is true?
Mr. MunpiY. In the case of beets, I understand the general pattern

in the case of beets that producers and processors are different.
Senator KERR. Are different?
Mr. MuRpiiy. Are different entities, that is my understanding.
Senator KERR. And if it is a subsidy it goes to the producer, the

farmer?
Mr. MuRPiiy. That is true.
Senator KERR. I want to thank you very much, and I appreciate the

answers that you have given.
I yield to the Senator from Louisiana.
Senator Lo.,o. I would just like to say, Mr. Secretary, that insofar

as Louisiana is concerned, we don't have one or two large producers.
We have a great number of cane producers and a lot of people working
in those fields. I am happy to say that is due in considerable measure
to the pressure of your assistant, Mr. Myers.

We have greatly improved our methods and we are producing about
50 percent more sugar than we did 20 years ago with about half the
labor. But costs have gone up and it is very important to us that our
producers, especially those who sell raw cane sugar, be able to get a
price sufficient so that they can exist.

I want to personally thank you and Mr. Myers and those who are
connected with your staff. You have attempted to administer this
act in such a way that those people could exist.

Would you nind just indicating what would be the problem with
respect to our people who have historically been in the sugarcane busi-
ness in the event that we do authorize a number of additional mills?

I am sure I might be importuned by my own people about it and
like the Senator from Oklahoma, I am against any combine that I
ain't'" in on.

Also, could this be worked out in such a way that we would be as-
sured that the present producers would not be prejudiced if, say,
Cuba became a democratic nation?

Mr. MURPHY. I think it is worked that way in the Senate bill at
the present time, Senator, so far as the Louisiana cane producers are
concerned.

Senator LoNo. If we amend it in the fashion being suggested by the
Senators from Oklahoma and Arizona, could that amendment be
worked out in such a fashion that in the future the existing producers
would not be prejudiced by bringing in this new production .

Mr. MURPHY. As I understand it, the amendment that would grant
history to producers that would sustain a new beet sugar bill would
have no adverse effect on the Louisiana cane producers at all.

Senator LONG. I usually like to vote for the other fellow's State
provided it doesn't hurt mine, but I just wanted to be sure it could
be worked out in such a fashion that it would not hurt the existing
producers.
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Senator KERR. I would like to have you put in the record with refer-
ence to these new basic quotas and the new distribution of the Cuban
quota temporarily, how many tons of it would go to countries outside
of t his hemisphere.

Mr. [Ualrll-. We will be glad to do that, sir.
Senator KERR. I think you will find it is a very substantial amount,

and it would seem to me that one of the basic objections to the alloca-
tions contained in the House bill, is that so large a part of it, well,
that all of it goes to foreign countries and that so large a part of it goes
to foreign countries not even in this hemisphere and I would be glad
if you would put that into the record.

MAr. MURPHY. We will be glad to supply it.
Senator KERR. Thank you very much, Mr. Chairman.
(The document referred to follows:)

Sugar quotas and allocations of the quota for Cuba provided by H.R. 12154 for
foreign countries located outside the Western Hemisphere, at total sugar
requirements level of 9,700,000 tons

[Short tons, raw value

Realloca-
Country Quota tion of Cuban Total

quota

Republic of the Pbllippines ................................... 1,050,000 150,000 1, 200, 000
Australia .................................................... . 150,000 200,000
Reyublic of China --------------............................ 45,000 150,000 195,000
Indi -----.. 30,000 100,000 130,000
South Africa- .... .... ....... ....... .... .... ... .... .. 20,000 100,000 120,000
Fiji Islands -------------------------------------------------- - 10, OO .............. 10,000
N etherlands ........................................ 10,000 .............. - 10,000
Mauritius .................................................... 10, 000 100,000 1 12, 000
United Kingdom -------------------------------------------- 518 -------------- 516
Belgium ---------------------------.................... 182 .............. 182
Hong Kong ................................................... 3 ..--- --------- 3

Total ................................................... 1, 225, 701 750,000 1,975,701

The CHAIRMAN. Mr. Secretary, at that point I think it would be
well to put in what those nations have received as a quota in the past
years-last year and the year before.

Mr. MURPnY. I would be very happy to supply that.
The CIAIRMAN. You can take thisstaff data sheet and show what

each nation got, including the different categories here of beet sugar
and cane sugar.

Mr. MURPHY. We will be very happy to do that.
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(The document referred to follows:)

Comparison between final foreign country sugar quota8 and reallocations for
1961 and those proposed in H.R. 12154

[In short tons, raw value]

1961 Proposed in II.R. 12154'

Country Realloca- Realloca-
Quota tion from Total Quota tion from Total

Cuban Cuban
quota quota

Cuba ------------------------ 3,297.195 ....................... 1, 500, 000 ........................

Republic of the Philippines. - 980,000 490. 731 1,470, 73 1, 1050, 000 150.000 1,200,000
Peru _----------------------- 121,507 514.870 636,377 200,000 150.000 350,000
Dominican Republic .......... ill. 157 ?22. 723 333,880 200,000 150,000 350,000
.Mexico ----------------------- 95.409 589.591 685,000 200,000 150,000 350,000
Nicaragua _----------_------ - 17,471 2.5.897 43,361 30.000 ------------ 30,000
Iiaiti --- _--------------------- 8 ,268 37,005 45.273 25.000 ------------ 25,000Netherlands .................. 4.149 5.851 10.15K) 10. (00 ........... -- 0, 000
Republic of China ............ 39 0 166.04)3 170,)2 45,000 150,000 195,000
Panama ...................... 3,980 6. 0.) 10,00 15,000 ------------ 15,000
Costa Rica .................. 3, 968 26, 2N2 30.250 30,000 ------------ 30,000
C anada ........... .......... 631 1,266 1,897 ------------..........................
United Kingdom ...--- 516 1,034 1, 550 .................................
Belgium ..................... 182 1,453 1,635 ......................................
Htong Kone ------------------- 3 27 30 ..............................
British West Indies ........... 84 265.923 266,007 100.000 150,000 250.000
El Salvador ------------------------------ 12,000 12.000 10,000 ............ 10,000
(Suatemala .................... ........... 17,000 17.000 20,000 ........... 2,000
Brazil -_---------_------------------- 306,474 306. 474 190.000 150,000 340,000
Ecuador --------------------- ---------- 36,000 36. (0) 30,000 ------------ 30,0W
Colombia ------- _--------- ------------ 46,000 46,000 35,000 ------------ 35,00
French West Indies ---------.------------ 75,000 75,000 40,000 ------------ 40,0W
Australia ------------------.------------ 90,00 90,000 50.000 150,000 200,000
Paraguay ------------------------------- 5,000 5, 000 10,000 ........... -10,000
India ------------------------.------------ 175.000 175,000 30,000 100,0W( 130,000
South Africa ---------------.------------.----- _----.------------ 20.000 100, 00 120.000
Mauritius ----------- ---------------------- ------------ 10,000 100,000 110,000
Arentin-----------------------------------------------2,000 ............ 20,00
British Honduras _----------.--------------------- ---------- 10.000 ............ 10,000
Fiji Islands ---------------------------------- --------- 10,0------ -.. .10, 000

Total .................. 1,351,305 3,117,195 4,468,500 2.390,000 1,500,000 3,890,000

I At total sugar requirements level of 9,700,000 short tons raw value.
2 Quantity provided for by formula quota of zero determined by President, as provided by statute.

The CHAIRM1AN. Senator Williams?
Senator WILLIAMS. Mr. Murphy, I will be very brief. I want to

get clear, and I am referring to this chart which has the analysis of
the bill.

Now, the bottom of the chart carries the allocation of the 1
million tons on a temporary basis for the previous Cuban allotment.
It is my understanding that the Department and the administration
are strongly opposed to that allocation.

Mr. MURPHY. That is correct.
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Senator WILLAu3rs. Now, iii connection with the second division,
the foreign basic quota share, which we read off before, where there
has been a substantial increase in many of these countries, do I under-
stand that you are also opposed to the increased allotments on the
basic quotas of those countries?

Mr. MURPHY. That is correct. That is true.
Senator WxT ,I s. You do approve, or let me ask, do you approve

of the extension of the existing allotments of those countries?
Mr. Muxpny. The existing basic quotas extension we do approve,

subject to the recommendation that to the extent countries other than
the Philippines enjoy a quota premium this be phased out over a
period of 5 years.

Senator WILLIA-ms. But you object to the increase in the basic
quotas as allocated in the House bill?

Mr. MURPHY. That is correct.
Senator WVILLIA1S. I might say that I am inclined to be in agree-

ment with your position on that. We in Delaware have no quotas
nor are we expecting any quotas, either under the cane or the
sugarbeets.

We are not producers. But I want to ask you this question: just
what is the objection of the Department to a greater allocation of
some of this basic quota to the domestic producers?

Mr. MURPHY. Well-
Senator WILLIAIS. In order that they could build some of these

mills which you are speaking of, because I agree with the position
that some of these members have taken, that mere allocation of an
additional allotment will not mean anything unless it is put on the
permanent basis where they can afford to build a mill. I think that
should be recognized, and I think it is recognized by the Department.

My question is: What would be the objection, if there is an objec-
tion, to the allocation of some of this basic quota, specifically to some
of the domestic producers on a permanent basis?

Mr. MURPHY. The recommendation, Senator, here, would make a
substantial increase in the share of the market which is allocated to
domestic producers. Within that substantial increase provision is
made for the establishment of one new mill a year, and the new growers
who would supply that mill, a figure of 50,000 tons.

If we go beyond that that raises the question of the total share of
the American market to be supplied by domestic producers, and the
total share to be supplied by imports. This is a very difficult ques-
tion. Among other things, it involves the amount of sugar that is
refined. Normally, imports come in in the form of raw sugar which
is refined in this country, so there is a refining industry, which is
built up or geared up to handle a certain quantity of imported raw
sugar, and the recommendation in this bill, as I understand it, just
about holds that amount in equilibrium.

There is also the interest in foreign trade.
Foreign trade, of course, is a two-way street. We have some selfish

interest, I think, as well as obligation to adopt a reasonably liberal
attitude with respect to foreign trade.

In this case, we recommend that this be done by, in effect, making
available 40 percent of our sugar market for imports. But with the
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exceptions I have noted on a world price basis, not on a premiums
price basis. This would be my answer, Senator.

Senator WILLIAMIS. Well, could you condense that down as to just
why do you object to greater allocation of this to domestic producers

Mr. MURPHY. I wouldn't say that we object to it, Senator.
Senator 'VILLIAMS. Would it cost us more money?
Mr. MURPH'. I would say this is a matter of judgment, and our

best judgment is this is the right position.
Senator 'ILLIA31S. What is the normal increase in the consump-

tion of sugar annually ?
Mr. MURPHY. About 150,000; 160,000 tons a year.
Senator WILLAxs. And you are allocating 50,000 of that addi-

tional tonnage, acreage, to the domestic producers?
Mr. MuRmHY. To new domestic pro(lcers. 'We are allocating 63

percent of it to domestic producers.
Senator 'WILLIA-31S. And part of that goes to the old producers?
Mr. MuRPHiY. Part of that goes to old producers. This 63 per-

cent amounts to about 100,000 tons. It is divided between cane and
beets roughly 25 percent to cane and 75 percent to beets. This means
that beets get 75,000 tons, approximately, and out of these 75,000 tons,
50,000 tons are set aside for new producers.

Senator WILLIAMS. Well, I won't pursue that further. I will let
the other States get it.

There is one other section in this bill which proposes we pay, as I
understand it, the Dominican Republic on a retroactive basis $22
million. Who would get the money, and what is the basis for any
such payment?

Mr. MURPHY. Well, the basis-I referred to that briefly in my pre-
pared statement. The basis, as I understand it, is that a fee was col-
lected with respect to some of the imports from the Dominican Re-
public in 1960 and 1961; that this fee was aid b the companies which
imported the sugar; that they have nowtrought a suit in the Court
of Claims to attempt to recover this money.

The House bill provides that the money should be paid out without
waiting for the suit to take its course.

It is our view that this provision should not be in the bill, and that
this matter should be left for the determination in the Court of
Claims.

Senator 'WILLIMS. Do you have a list of the companies to whom
that $22 million would be distributed?

Mr. MuRPtHY. I do not, sir.
Senator 'WILLIAMS. Is it available?
Mr. MuRphY. I expect it is, and we will be glad to undertake to

get. it.
Senator WILIAm.S. 'Would you file it for the record at this point,

furnish it, and if there is objection to furnishing such information on
the basis of it being in court, I won't press it.

Mr. Mrmiy. I think we will be able to furnish it, and we certainly
will be glad to undertake to do it.

Senator WILLLAXM1S. Thank you. I have no further questions.

85601-62-----4
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(The information referred to follows:)

COMPANIES IN TIlE DOMINICAN REPUBLIC THAT WOULD RECEIVE BENEFITS U.NoDE
SECTION 18 OF H.R. 12154

South Puerto Rico Sugar Co. Porcella, Vicini Co.
Dominican Sugar Corp.

Senator WILLuIAs. Excuse me, Mr. Chairman, I have just one
further question. I was not clear what the Senator from Tennessee
said.

Senator KERR. Speak louder.
Senator WILLIAMS. I say I missed the full question of the Senator

from Tennessee, and this may be the same question.
I agree with you as to some of your objections to this House bill, and

I am going to support an effort to correct it.
In the event we cannot correct this or we cannot get agreement

from the House on a proposal other than the measure as passed by
the House, would you rather have the House bill or no bill at all? 

Mr. MrURPiy. My answer to Senator Gore was that that was a very
difficult question, and I hoped we would never have to face up to it.

Senator WILLIAMS. I hope you do not either, and I am going to try
to do what. I can to see that you do not have to face up to it. But
as one of the potential members of the conference committee, we may
be confronted with it, and the fact that it is a difficult question does
not mean that we can dodge it, so I ask it again, and I would like for
you to think it over, either answer it now or answer it before these
hearings are over, whether you would rather have no bill and take a
chance on coming back and doing it over again or take the House bill.

We may be confronted with that question, and I think that the
Department should take some of the responsibility in answering it.
I say that as one who is going to help you do what I can to prevent
either of us being confronted with this question. But we have it.

Mr. MURPHY. I think that is a fair question, Senator. I would like
to have some time to think it over before giving you any.answer.

Senator WILLIAMaS. All right. I appreciate your giving us any
answer before we reach that stage. Thank you.

The CHAIRMAN. Mr. Secretary, I want to ask in regard to Senate
bill 3290 introduced by 36 Members of the Senate, does your opening
statement specifically mention the parts of that bill that you agree to
or approve? I see you mention it in certain places, but in other places
you more or less confuse it a little in my mind with the House bill.

Mr. MuRpiiy. It is my understanding that we support Senate bill
3290.

Senator KERR. Just a minute, say that again.
Mr. MURPHY. It is my understanding that the administration su)-

ports the Senate bill 3290 as it was introduced, the entire bill.
The CHAIRMAN. You approve of the Senate bill as it was intro-

duced?
Mr. MURPHY. Yes, sir.
The CHAIRMAN. And you have no suggestions to make with respect

to any amendments to the Senate bill?
Mr. MURrHy. We do not, except the problem that was worrying

Senator Kerr and Senator Anderson. It an amendment is necessary
for that purpose, we would like to see that amendment made.
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(The amendment was subsequently submitted and appears on p. 26.)
Senator KERR. And counsel said lie would prepare it and submit

it, to the Senator from Nebraska and others and the Senator from
New Mexico.

The CHAIRMAN. Senator Carl son.
Senator CARLSON. Mr. Secretary, I shall not dwell on the increase

of the domestic acreage allotments for sugarbeets. But am I correct
in the statement, as I understand it, that there are 11 areas in the
United States that might be available for a sugar mill or sugar
refinery?

Mr. MUpHY. I would like to ask Mr. Myers to respond to that,
Senator, if he is in a position to do so. I do not know.

Mr. MYERS. I have not tried to count them up, Senator Carlson,
but I would expect so, yes. I would assume so.

Senator CARoN. that being the case, if we pass legislation allo-
eating additional domestic acreage for one mill a year, it could be 11
years before any one of these areas or all of them received mills.

Mr. Mmins. Senator, I would hope that a careful and objective
study of the production problems and costs would eliminate some of
those hopeful areas.

It costs around $15 to $18 million to build a modern beet factory
of 50,000 tons capacity.

They cannot put up that sort of an enterprise in an unproved area.
Some of these areas have not yet been proved and, therefore, it would
take a considerable time between the hope and the demonstrated
ability, and I might say on that point that where we have had fac-
tories go in in recent years since World War II successfully, they have
been planned and tried out several years in advance.

The two factories in the Red River Valley, the new factory out in
California the one in the Columbia Basin, those have all been worked
on and studied for years before they go into production and, therefore,
I would assume that these areas wou l t come in more slowly than their
present sponsors anticipate. Otherwise, we would have some catastro-
phies.

Senator CARLSON. Did I understand from the response to that
question that the Secretary then would give some consideration to
areas which have already ')roven productive capacity and ability to
produce sugarbeets economically and are doing it now, in considering
the addition of additional acreage for a new mill in that section?
I am not speaking specifically of Kansas. We are producing, we are
refining outside of the State at present.

I am told that these modern mills can operate quite efficiently if we
build a new one now.

Mr. MYEns. Senator, we have talked about this problem in only a
perfunctory sort of way, but we assume that we would have hearings,
review the problems of the various areas, and finally have some as-
surances, some binding assurances, that the investments were ready to
be made before we would select a particular area as against other areas.

Senator CARLSON. I appreciate very much that response.
I want to go to another phase which has not be-n discussed this

morning.
Mr. Secretary, is there anything in ti is bill, anything in the lan-

guage in the House bill, that would require some of these countries
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that we give nonquota or quota, additional sugar quotas, to give any-
thing in return? In other words, de we have any language that would
say that we are going to give special consideration to a country that
purchases some of our agricultural products, for instance?

Mr. Mumy. I understand there is no such provision in the House
bill. There are some provisions in the House bill that are designed
to give some protection against discrimination against one kind or
another of American interests, but nothing of the kind you have
spoken of.

Senator CARLSON. As this testimony was taken here this morning,
I have read that section. What would you have in mind that would
be a discrimination against our citizens or our country that would
cancel out a sugar quota, outside of expropriation of property, which
is another subject?

Mr. MURPHY. This provision was inserted in the bill in the Iouse,
Senator, and I am not sufficiently familiar with it to respond in any
meaningful way to that question.

Senator CAMsox.. But there is no language in this bill that specifi-
cally requires that these countries that we deal with on quota alloca-
tions, either quota or noiquota, give anything in return. We just
give them a quota, is that correct?

Mr. MtmrniY. That is correct.
Senator CARLSO.N. Doesn't it occur to the Secretary that we are miss-

ing a golden opportunity here to get something in return for what I
think is a very valuable concession to these countries?

Mr. MUiRPHY. It is our view, Senator, that instead of having this
quota system that imported sugar should be brought in without the
premium price, and this, I think, would eliminate the kind of a ques-
t ion that you raise.

Senator TALMNADOE. Mr. Chairman, would the Senator yield at that
point? I would like to pursue some questioning along parallel lines.

We have enormous quantities of surplus wheat, feed grains. Most
of the areas that produce sugar have shortages of wheat and feed
grains.

What efforts have been made, if any, to trade some of our surplus
wheat and feed grains for sugar?

Mr. MURPhY. I think this question arises only in connection with
these quotas in their allocation and reallocation.

We made an effort last fall, as I recall, possibly earlier this year, to
tie together the purchase of American agricultural commodities, on
the one hand, and the allocation of the right to bring in sugar, on the
other hand.

We found it to be a very difficult problem and it had some harmful
and unfortunate results. This possibly was because of the way it was
done, but certainly in this case it did. '

For example, we asked other countries or gave an opportunity to
other countries to make proposals as to the quantity of agricultural
conimodities that they would purchase in relation to the sugar quota
that might be allocated.

There was a report that went abroad, a rumor, circulated all around
the world that under this proposal American cotton would be avail-
able or might be available in the European markets at several cents a
pouid less than the normal price.
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The result of this apparently was that many potential purchasers of
American cotton in the European markets held back to see what would
happen. And so, for a period of several weeks, sales of American
cotton to Europe were almost dried up.

Now, this is one of the difficulties that you might get into. If this
were simply a bilateral exchange, if the agricultural commodity stayed
in the country from which the sugar came, this would avoid a good

aniuy of the difficulties.
Senator TALMADGE. In looking over this list of quota allocations in

the House bill, virtually every one of those countries are on our for-
eign-aid program. We are giving them farm surpluses, and yet pay-
ing them a premium for sugar.

It seems to me that we could work out some bilateral exchange pro-
gram there to trade our surpluses for theirs. We have something they
need, want. They have something we need and want, and it looks
like a reasonable exchange could be made under those conditions.

Mr. Muariiy. I think, Senator, there is a strong argument for that
particularly as limited to bilateral exchanges with so-called soft cur-
rency countries or countries where we give foreign aid.

We think that the preferable system would be to do away with or
not enlarge the quotas, that is to say. we propose maintaining the
present permanent quotas which are relatively small in size, a total
of a little more than :300,000 tons, as I recall, excluding the Philippines
and Cuba, and that the lriemium price on those quotas be phased out.
Tlhis means the bulk of our imported sugar would come ii at world
l)ices.

There would be no special incentive then to enter into barter-typetransactions. We believe that is ,ie best way to handle it. But if there
are to be quotas, there are strong arguments for the kind of exchanges
that you mention.

Senator TALMADGE. To pursue that one point further, if the Sena-
tor from Kansas will yield again. I had lobbyists representing one of
these countries come by my office to see me last year, interested in get-
tinga quota forsugar.

I pointed out to him we had large quantities of grain. They needed
grain, wheat, and things of that nature, and I suggested lie go and see
his Ambassador and go over to the Agriculture Department and see
if lie could arrange a deal, trade some sugar for some wheat.

He grinned and said, "We just signed an agreement to buy some
wheat from vou."

I said, "t'ou are not under any illusions that you are doing us a
favor to take some of our wheat under Public Law 480 and then us
lend the money back to you. are you?" And lie grinned again and,
of course, he knew, lie seemed to realize, that the argument made sense.
But as long as lie could get wheat for free, and sell sugar for dollars.
lie was not interested in time exchange.

It seems to me that this offers a wonderful opportunity to reduce
some of our surpluses and cut down some of our gold exchange that
Senator Kerr was mentioning a moment ago, and if the Department
has any suggestions in that regard I would appreciate it if you would
send some language to the Senate, to the committee, for considera-
tion.

I appreciate the Senator from Kansas yielding to me.
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Senator C.\AR.soN. Mr. Secretary. right oil that poiit you mlei-
tioned proposals. I have before ne a specific 5-year program, what
the Senator from Georgia, Mr. Talnimdge, was geiti g into, on wheat.
I have before me a 5-year prograli submitted by Brazil, and it was
approved, aiid it is coiierning the )urchase of additional wheat from
the united States, that would increase the level of Brazil's wheat con-
sumption 1()(I percent in the next year, provided she could sell sugar
to the V.S. market, 750,000 tols of sugar annually over this 5-year
l)eriod.

Now, this program for additional wheat consume option was worked
out, first, through discussions between the Great Plains Wheat Mar-
keting Development Association, the Brazilian Sugar & Alcohol In-
stitute, and it, was confirmed to the United States by diplomatic iote
from the Brazilian Embassy in Washington to our State Department
on May 25, 1962.

Are you familiar with that,?
Mr. Murwiiy. I am not, Senator Carlson.
Senator CARLsoN. It, just occurs to me that we should not write this

type of legislation without taking advantage of some of those condi-
t ions, because in your own statement this morning you state this:

The sugar quota system has become a foreign aid measure in which we deter-
iniie the amount of aid we give to a foreign country by its ability to gain access
to our sugar market rather than I)y its deni nstrated need for foreign assistance.

May I inquire, Mr. Secretary, on the allocations of these quotas
whicll, I undlerstan(l, are Mila(e by the Secretary of Agriculture, are
these quotas confirmed by the State I)epartnient before you issue
thell ,

Mr. M[upIny. The allocations of the Cuban quota are concurred in
by the State Departiment before they are issued.

Senator (ARLSON. I am a nieniher of the Senate Foreign Relations
committeee and greatly concerned about our aid programs, and inter-
ested in them, and I want to be helpful. But I could never understand
why we could not get some language that would take advantage of
wbat I think is a valuable concession to these countries, at. a time when
I\e can help them and they can ]tellp us, and I do sincerely hope that
you will follow the suggestion of the Senator from Georgia, and try
to come up with some language. If not, I an1 going to try to get some
,)f my own. 1 am not just going to let this bill go through without
making a fight for it.

Mr. Mraim-. Well, it has been a valuable concession, Senator, oper-
atil, under the quota system, and if the quota system is continued,r
it will cointiiiue to be a valuable concession.

It still seems to use it would be even more preferable to do away
with the quota system, with a specific excel)tioi that I have referred to,
aiit permit the importation of most of our foreign sugar at world
market prices.

Senator 'CARLSON. Of COUrse, I would be most pleased to cooperate
in any way that I can.

I notice in the House rel)ort on this subject, and I am reading frol
it now:

In making the temporary allocations after 1963 to other nations from the Cubau
reserve quota, the Congress will review and take into consideration, among other
factors, the purchases by various sugar-lirpo(hucnl countries of agricultural coni-
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modities in the United States, and will give special consideration also to good-
iieiglilbor coitrites in the Western lemisphere.

If I understand that, there are two subjects for consideration. One
is the purv'lase of agricultural pro(lucts, and (lie other is to coolierate
with countries that are willing to cooperate with i us or as this language
savs. "go'xl-neighbor colt ies.'

I have watched the allocations of these sugar quotas, as a nieniber
of the Senate Foreign Relations Committee, and I have complained
in the committee of the allocation, and I vill not mention countries,
because we have been doing it quite generally.

When you give a country 100,0041 tons of sugar, and they would l)e
so happy to give something in return, it would be part of a bilateral
Irade program, and I cold go into this in great detail, but I do not
want to take any further time, but I am going into it further later
because I have taken too much time now.

I want to hlut in the record. Mr. Chairman, a statement from the
National Association of Wheat Growers, which has been given to the
I[ouse committee, but I would like to have it in the record( here; and
:ilso a statement of former ('ongressmnan Clifford Hope. WNho served
for 30 years on the Conmnittee on Agriculture iil the House, and wvho
dealt with this probleni and who is thoroughly familiar with it.

The CIImn. Without objection the insertions will be inade.
(The documents referred to follow :)

POSITION PAPER ON WHEAT-SUGAR IN CONNECTION WITH THE HEARINcs OF THE
HOUSE AGRICULTURE COMMITTEE To CONSIDER AMENDMENTS AND EXTENSION
OF THE SUGAR ACT OF 1948

The position of the National Association of Wheat Growers. and also the
Gieat Plains Wheat, Inc., has already been placed before the committee through
statements given on May 21, 1962. In substance, the position is: 41) There
is no conflict between the desires of the domestic sugargrowers being allocated
as much of the total domestic market as Is practicable: and (2) that preference
should be given in the allocation of sugar quotas to countries agreeing to imur-
chase U.S. agricultural commodities.

The wheatgrowers of the United States give their unqualified support to die
principles outlined above on the basis that it makes good wheat sense for three
principal reasons: (1) Good business sense; (2) good political sense: and
(3) good sugar sense.

1. Good business sense.-During the fiscal year July 1960 to June 1961, U.S.
agricultural imports totaled $3,642 million. Our total agricultural exports for
the same fiscal period was $4,943.700,000. However, of this amount $1,541,400.000
represented exports under specified Government programs. This left $3,-
402,300.000 as the net exports on a cash basis. Therefore, the United States
had a dollar deficit of $240 million on a dollar basks ($3.642 miillon imports ininus
$3.402 million cash dollar exports).

The import trade of $3,642 million may be further analyzed under supple-
mentary (competitive) and complimentary (noncompetitive) agricultural im-
ports. We believe the interest of the United States to steer our trade toward
those countries who are the principal source of complimentary agricultural coin-
modities to the extent possible, and this is the reason we support the request
of the U.S. producers for increase in their sugar quotas. On the other hand,
in determining where the balance of the foreign requirements should go, con-
sideration should be given to countries whose sales to us of supplementary
products are low. On this basis, the sugar supplying countries of the West-
ern Henisphere-Brazil and Colombia-have a good position.

In terms of the value of agricultural exports by commodity over the past few
years, the United States has had a prograni of Government-financed exports
under various titles, with the result that for wheat alone, of the total exports
of $4,597 million, only $1,092 million constituted cash dollar exports. In other
words, three-fourths of the wheat exports were U.S. Governnent-financed for
the period beginning July 1, 1954. through June 30, 1961.
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We need to expand our U.S. dollar exports whenever possible. (In fact, the
Public Law 480 programs were, in part, designed to assist in market develop-
ment.) Thus, the recent Brazilian proposal to relate an average of about $50
million a year of additional dollar wheat business to the granting to Brazil of a
basic sugar quota to replace part of the Cuban deficit, is an example of good
business. The Brazilian program envisaged actually would use an additional
8.330,000 metric tons of wheat over a 5-year period if the program can be sup-
ported by using the receipts from the sugar sales to the United States. This
additional sale would be accomplished under a program which would permit
Brazil to maintain her purchases, and in fact, would increase her purchases from
traditional suppliers. In addition, this would permit Brazil to move toward
free imports of wheat. New and additional dollar sales of wheat would be in-
creased beginning in 1962 from 300,000 metric tons to 1,190,000 metric tons in
1905. This would represent new cash purchases beginning at $21 million in
1962 and increasing to around $84 million by 1966. This would be an iii-
portant addition to total cash wheat sales to all countries of $278 million re-
corded in the fiscal year ending 1961. In 1962, the first year of the program, the
Brazilian proposal would represent a 10-percent increase in cash dollar sales
(f all wheat to all markets, and in 1966, the last year of the program, the total
value of sales of $84 million would represent a 30-percent Increase in total
U.S. cash sales to all markets. For the 5-year period the new cash sales to
Brazil represents an average Increase of about $50 million annually, or 20 percent
over the 1961 dollar sales.

The Brazilian proposal alone is of great national significance since it would
mean selling, for cash, wheat equal to that produced on an average of more than
3 million acres a year for 5 years.

This same type of program, however, can and should be worked out whenever
possible with other countries, and for other U.S. farm commodities, such as feed
grains, poultry, animal products, and dairy products.

All this, it seems clear, makes good business sense because: (1) Maximum
utilization of the productive capacity from wheat acreage would be realized
thereby minimizing Government costs associated with handling commodities in
surplus: (2) additional permanent dollar markets would be created for exports
of crops in Latin America as a means of offsetting the anticipated decline of
U.S. agricultural exports to the European Common Market and the loss of exports
to Cuba: (3) the Nation's balance-of-payments position would be improved.

2. Good political scnse.-The wheatgrowers and the growers of sugarbeets and
sugarcane in the United States are looking for expanding markets for their
products.

These growers have a common interest. Many States, in fact, are important
producers of sugar and wheat, as for examl)le North Dakota, Nebraska, Montana.
Idaho. Colorado, Washington, Minnesota, Michigan, and Oregon.

In two other States-Texas and Oklahoma-wheat is an important crop and
many of the farmers want to Increase their production of sugarbeets.

There is no reason, in short, for political conflict over these two crops.
This point is demonstrated in a table which compares sugarbeet acreage with

wheat acreage In States producing significant quantities of both crops.
The importance to these same States of an expanded export market for wheat

is Illustrated in the attached table using the only formal proposal from a sugar
exporting country as an example. This table prorates the acreage that would be
required to supply the wheat called for in this proposal.

In this table, for the purpose of illustrating the point, that required acreage
was assumed to average 3 million acres annually.

Actually, the Brazilian proposal calls for a gradual increase in total wheat
consumption of 10 percent each year over a 5-year period, beginning this year.

In order to meet this Increased consumption, the Brazilian proposal allows for
projected increases In local production, and some expansion of purchases from
Argentina. The largest portion of the expanded wheat purchases would come
froni the United States.

A second table gives the estimated tonnage of wheat that would be required
from the IUnited States and illustrates the equivalent acreage needed to yield
that tonnage.
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Comparison of wheat and sugar acreage harvested in 1961

Total ...........................................

Ohio .................................................
Michigan ............................................
Wisconsin ............................................
Minnesota . ......................................
North Dakota .......................................
South D akota -----------------------------------------
Nebraska ............................................
Kansas ...............................................
Montana .............................................
Idaho ................................................
Wyoming ............................................
Colorado .............................................
Utah .................................................
Washington ..........................................
Orbgon ...............................................
C aliforn ia ---------------------------------------------
Texas ................................................
Oklahoma ...........................................
Other ................................................

Acreage harvested

Sugartcls All wheat Percent

1,087,800 6,,620, 000 100

21,60 1,457,000 2.8
72,20 1,111,000 2.2
6,500 58,000 .1
97,100 1,022,000 2.0
46,900 5,756,000 I 11.2
9,200 2,260,000 4.4
77,800 3,220,000 6.2
lfi n 155 -a i29 -4-)G I 0

65,500
119,000
52,100

167, 100
23,600
54,600
20,700

238,000
()
(I)
.5,600

3,679,000
1, 083, 000

229,000
2, 459,000

215,000
1,974,000

796.000
337,000

3,690,000
4,618,000
7,327,000

7.1
2.1

.4
4.8
.4
3.8
1.5
.7

7.1
8.9

14.3

I Included with otber.
Source: Crop Production-1961 Annual Summary, U.S. Department of Agriculture, Dec. 15, 1961, Cr.

Pr. 2-1 (61).

Table C below illustrates bow the suggested program may be implemented:

TABLE C
[Thousand metric tons]

Totil re-
quired Wheat for cash
from Proposed

United from
Calendar year States title I

under andassullif title IV By U7sua I
targets formula purchases

(table B)

1962------------------------------- --------------- 1,700 111001 300 300
1963-------------------------------- ------------ 2.1501 1.500 5M0 150
1964 ---------------------------------------------- 2.550f 1.5001 900 110
1%65 ------------------------- --------- 2440 1,3001 9M0 ISO
1965 ---------------------------------- 2.5401 1.200 11190 150

Total --------------------------.----------------... 3se 6.600 3. 880 900
,-year average.. ----------------------------------- 2.276 .320 776 ]so

CALCULATED ACREAGE UTILIZED TO PRODUCE ABOVE TONNAGE J
IThousands of acres utilized]

1962---------------------------------------........ 2.618 1,694 462 462
1963 --------------------------------------------------- 3,311 2.310 -7 231
1964 --------------------------------------------------- 3.927 2.310 1,386 231
196, . . ..--------------.---------------------------- 3, 758 2.002 1,525 231
1966 ------ ------------------------------------------ 3.912 1,848 1.833 231

Total ---------------------------------------- 17,52 5 10,164 5.975 1, 3M
5-year average ----------------------------------- 3.505 2033 119, 277

'1 metric ton=2,204.6+00 pounds (1 bushel wheat) -36.7 bushels per metric ton. 36.7 bushels per metric
ton divided by 23.9 bushels per acre (U.S. national average, 1961) gives 1.54 acres to produce I metric ton of
wheat. Factor of 1.54 acres used to convert table C from wheat tonnage to equivalent yearly acreage utiliza-
tion showm above.

Source: Wheat-sugar memorandum for Brail submitted for the record by Clifford R. Hope, Great
Plains Wheat, Inc., at the May 21, 1962, hearings on H.R. ]I 7M

Brazil,
wheat-sugar
utilized pro-
ceeds from

3,000,000
acres an-

nually

3,000,000

84.000
66,000
3,000
60,000

336, 00
132,000
186,000
600,000
213,000
63,000
12, 000

144,000
12,000

114,000
45,000
21,000

213,000
267,000
429,000
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For example, the requirements from the United States in 1962, begin at 1,700,-
EXK) metric tons of wheat and increases to 2,540,000 metric tons in 1966.

The acreage equivalent-in terms of the illustration used-would be 2,618,000
acres in 1962 and increases to 3,912,000 acres in 196W.

3. Good sugar sefse.-Sugar production is naturally adapted to the tropical
countries in the Western Hemisphere, and the widespread production of sugar
in this general area gives assurance that the U.S. sugar supplies needed to fulfill
the foreign sugar requirements as determined by Congress to be their share
of the U.S. market under provision of the Sugar Act.

At least three countries now under the Sugar Act---Mexico, Dominican Repub-
lic, and Peru--each have sugar available for export exceeding 500,000 tons or
more, and the fourth country-Brazil-has an export history for the past 3 years
of over 800,000 tons, and this under conditions of crop restrictions.

Many smaller Latin American countries in the Western Hemisphere have
sugar for export in smaller amounts.

This is a natural trade area for the United States. Consequently, to the ex-
tent possible, these countries' request for basic sugar quotas under the act
should be given greater importance to the extent that they offer a program
which involves the reciprocity of trade and thereby contributes to one of the
objectives of the Sugar Act to promote the export trade of the United States.

Tile United States has demonstrated that it leads the world In the production
of many farm commodities. On the other hand, it has been generally observed
that most of the underdeveloped countries of Latin America are deficient in
consumption of better quality cereal foods. Also, to the extent economy will
permit, they could Increase their consumption of high protein foods.

The United States, on the other hand, has iu the recent period experienced
an unfavorable balance of payments and a drain on the gold reserve. This
situation could be greatly eased if exports from the United States for cash
dollars could be increased.

To the extent that we can expand our markets for all farm products, and
particularly those in surplus, we would be, in fact, associating good business
sense with good sugar sense.

STATEMENT OF FORMER. (ONGRESSMAN CLIFFORD HOPE BEFORE THE HOUSE
AGRicuLvtw COMMITTEE

It seems like old times to me to be sitting in this room in connection with the
consideration of sugar legislation. I was a member of this committee at the
time of the formulation and passage of the original Jones-Costigan Act in 1934
and participated in the consideration of a number of extensions of the law
prior to my retirement from Congress on January 3, 11957. At this time it is
a pleasure to be here in a different capacity as a witness before the distinguished
members of this committee, many of whom were my colleagues and close friends
for many years. I see many here, also, who have become members of the com-
mittee since my departure, most of whom I have had the pleasure and lonor
of meeting and knowing.

This committee, certainly one of the most Important in the Congress, has
dealt with tremendous problems during the last 30 years. Few of them have
presented more inherent difficulties than sugar legislation, and yet I think I
am Justified in saying that there has probably been no commodity legislation
considered by this committee over the years which has been more successful
in accomplishing the purpose for which it was written. This is quite remarkable
when it Is considered that there are vast competitive and conflicting factors in-
volved both from the standpoint of the world and our own country. Certainly
the record of sugar legislation and Its operation through changing conditions for
28 years is a shining example of what can be done through Industry cooperation
in the enactment of wise legislation.

My presentation to you today will cover a very limited area as far as the
general problems of sugar are concerned, but I think it is an important area and
one which is of Interest to this committee, not only from the standpoint of sugar
but from that of finding markets for agricultural commodities now In surplus.

The taking over of Cuba by the Communists has had many far-reaching effects.
Not the least of these has been the loss of one of the largest single markets for
American agricultural commodities, Including some which are now in serious
surplus situations. Thus, It would seem both logical and expendient that in
looking for new foreign sources for sugar,, consideration should be given to those
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producing countries which (.an use and are willing to buy some of our agricultural
overabundance.

It is with this thought in mind that Great Plains Wheat has for the past
2 years been working on the Idea of devising a I)rocedure, legislative or otherwise
which would enable a sugar-produeing nation to receive an allocation of sugar
with the understnding that the dollar credits so generated would be used for the
purchase of surplus agricultural commodities in this country.

Thanks to this committee, under the leadership of its distinguished chairman
Und other members, and to the Finance Committee in the Senate, the extension
of the Sugar Act on March 31, 1961, contained a provision stating that in making
allocations under the act, "* * * special consideration be given to countries in
the Western Hemisphere and those countries purchasing U.S. agricultural com-
modities." But the committee did not stop there. On more than one occasion.
it expressed itself vigorously on the subject. In particular, it adopted a comn-
inittee resolution on September 7. 1961, which reads as follows:

"That the President be requested to instruct those in charge of administering
the program that It is the clear intent of Congress that In making any such
purchases of sugar for the calendar year 1962, clear preference Is to be given
those countries which offer to buy a reasonable quantity of U.S. agricultural
commodities In return for the purchase of their sugar."

On February 12, 1962, a press release from the Department of Agriculture
announced that "subject to market conditions and other factors, some importa-
tions of sugar would be authorized from countries agreeing to purchase additional
commodities" and that "such authorizations will be in addition to any other quota
a country may have under the U.S. Sugar Act, and are authorized by the provi-
sions of the Sugar Act of 1948, as amended on March 30, 1961, Public Law 87-15."

Since then, pursuant to the legislation and in accord with the tenor and intent
of the committee resolution of September 7, 1961, allocations of sugar quotas
for 1962 have been made to a number of countries on the basis of agreements by
such countries to purchase U.S. agricultural commodities. These allocations
are not large, but I mention them particularly to indicate that this Is a practical
method for handling matters, and that it has been so accepted by the executive
agencies of the Government.

The countries involved, the amount of sugar allocated, and the agricultural
commodities agreed to be purchased are as follows: Brazil, 50,000 short tons of
sugar and an agreement to purchase wheat; India, 50,000 short tons and an agree-
ment to purchase cotton; Republic of China (Formosa), 29,000 short tons, cotton
and tobacco; Fiji Islands, 5,000 short tons, rice and flour; Ireland. 5,000 short
tons, corn and grain sorghum; El Salvador, 5,000 short tons, wheat and yellow
corn; Colombia, 5,000 short tons and wheat; Guatemala, 5,000 short tons, item to
be purchased-yellow corn. The total allocations amount to 154,000 short tons.

It seems to me that deals like this make sense. They not only tend to com-
pensate for our lost agricultural outlets In Cuba, but if used extensively, open
up important new dollar markets for agricultural commodities in many parts of
the world. They contribute also to the stability of the developing countries
by giving them assurances of more stable food supplies for their Increasing
population and an outlet for one of their principal surplus commodities. It also
constitutes a foundation for future commerce in the normal channels of trade
and shifts a part of our aid program to a trade program.

I am disappointed that the pending bill, H.R. 11730, does not contain language
making possible sugar-agricultural commodity transactions as provided by the
1961 extension to which I have made reference, and on behalf of Great Plains
Wheat desire to recommend that a similar or an even stronger provision be in-
cluded In this measure.

In addition, the organization which I represent believes that even more can
be accomplished in trade promotion and development If provisions are included
in the bill which would provide allocations of sugar for the full period covered
by the bill to countries which would agree to purchase U.S. agricultural com-
modities. This, of course, would require amendment of the pending bill to pro-
vide for specific allotments to sugar-producing countries for the full 5-year
period rather than the global allotment as provided in the bill.

As an Illustration of the possibilities both for the United States and foreign
sugar-producing countries, I would like to bring to your attention the situation
in Brazil. During the past 2 years, Great Plains Wheat has conducted extensive
market development studies and activities in that country. Early in the course
of this activity, It appeared that sugar-wheat transactions offered possibilities
for both countries.
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Brazil is one of the world's largest sugar producers and in a position to
expand its output if market outlets can be secured. It is also one of the world's
greatest potential markets for wheat. As is well known, the population of Brazil
is approximately half of that of South America and is increasing at an extremely
rapid rate. As to the consumption of wheat, Brazil has a very low per capita
consumption, approximately 32 kilos in 1960, the latest year for which I have
figures. This compares with 74 kilos in the United States and much higher
figures in such countries as Argentina and Chile where supplies are ample. III
some areas, particularly the poverty-stricken northeastern part of the country,
the consumption is about 10 kilos per capita. As a matter of fact, Brazil's per
capita consumption in 1960 was less than in 1953 and declined steadily from
1955 to 1960. The same thing is true of total consumption.

In the main, this has been due to a smaller supply of wheat. Domestic
production, never a too important factor, has declined. Over the years, Argen-
tina has been the principal supplier but has fallen down on its commitments
during the past 2 years and has now suspended exports for this year. Our
country has filled the gap to some extent with Public Law 480 shipments which
have increased markedly. Brazil also has a bilateral agreement with Russia
calling for imports at the rate of 200,000 metric tons through 1964, but this is a
very small part of even the present low consumption.

The national target for the past few years has been a supply of 2,400,000
metric tons, but this has not been met In recent years. This, of course, is low
as indicated by per capita consumption. Careful studies indicate that under
conditions of free purchases, Brazil would consume 3 million metric tons in
1962-63 with annual increases leading up to a figure of 4 million metric tons by
1970.

While Public Law 480 assistance helps, it is not the whole answer because
Brazil, like other countries, does not know when such supplies may be discon-
tinued or curtailed. It cannot afford to expand imports even under 480 unless
there is a cushion somewhere to fall back on. The answer lies in more trade, and
with our need for sugar and Brazil's need for wheat, and with ample supplies
of each In the respective producing countries, it is not surprising that wheat
producers In this country and sugar producers in Brazil have been attempting
to work out a practical solution of the matter.

Over the past several months, conferences have been held between repre-
sentatives of the Brazilian Sugar and Alcohol Institute and representatives of
Great Plains Wheat. Government officials in both countries have known of these
conferences and have been kept informed of what was being discussed.

The principal spokesman for the Brazilian Sugar and Alcohol Institute has
been Ambassador Edmund Barbosa da Silva, president of that organization.
Lester L. Mort, until recently director of the Washington office of Great Plains
Wheat, has represented our organization. Out of their conferences came ar
eight-page document which contains much pertinent information -1111 r rt (o
the wheat situation In Brazil. Page 8 contains a formula 'ehich in general
terms outlines the conclusions and agreements reached between Ambassador da
Silva and Mr. Mort. I would like to ask unanimous consent at this time to
submit this document for the record as part of my statement. I believe this
document Is at your desks at the present time.

Senator CARLSo-. That is all.
The CHAIRMA-N. Senator Anderson?
Senator ANDERSON. Most of the questions have been asked earlier

today. But I do want to say to you I think the question was raised
by Senator Gore, and repeated by Senator Carlson, as to what you
would do in case you just get the House bill, that. that is importalt-
I mean Senator Williams-but I think that the likelihood that that
could happen might be reduced by the amount of consideration-1
have seen that happen, I think the southerners call it protracted dis-
cussion-in the Senate.

Senator Douglas has announced he has some feelings on this matter.
I assure you the junior Senator from New Mexico has, and I know
a great many other Members of the Senate who do.
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Whie I1 colnniend you strongly for sticking by this bill of which
I am not a cosponsor, and I did not cosponsor ft because I had the
problenl in my mind that Senator Kerr referred to, and only that.
I think it is a good bill. If something other than this comes out, it
might take quite a while for the conference report to be adopted. I,
for one, am going to stick by the proposal Senator Douglas made a
year or so ago, which I supported then and thought. was right, and
still think so.

You have a comment in here about good luck, that good luck had
something to do with something:

Through good luck we have been able to obtain suI)plies for domestic consumers
without disruption or serious price increases.

It wasn't completely luck, was it? There were existing stocks of
sugar all over the world that you tapped, didn't you?

Mr. -MYERS. Yes, sir.
Senator ANDERSON. I thought India came in and tried to sell you

)00,000 tons, and they said they had a million tons available.
Mr. MYERS. Yes; Senator, they did. India was a great distance

away. The great fortune we had was at that time Mexico had nearly
three-quarters of a million tons of sugar she did not know what to
do with in the summer of 1960 when we stopped buying sugar from
Cuba, and delayed taking sugar from the Dominican Republic.

Senator ANDERSON. SO Mexico supplied that sugar and then turned
around and voted with the Cuban Government against us.

Mr. MYERS. That, Senator, I am only talking about the fact that
they had the sugar.

Senator ANDERSON. I realize that. But that is what happened on
a great many of these foreign quotas.

Senator Carlson was speaking about what they do. We helped
Mexico out very substantially. It did not work out too well. That
is why some of us asked tle State Department to have very loose
authority here to move around as it sees fit and not have it tied down
to a specific 10,000 tons to this one and 10,000 tons to that one.

I am glad you stressed that sugar should be priced at a level con-
sistent with the terms of section 201 of the Sugar Act, and that is to
see that fair prices are obtained, not scarcity prices or extravagant
prices. Isn't that the reason for section 201 that you are referring to?

Mr. MURPHY. Yes, sir.
Senator ANDERSON. I noted a great many things as you went through

the statement, Mr. Secretary, and I would like to take the time to dis-
cuss them. But I would like other members of the committee to have
a chance to discuss it, and I have been in the discussion pretty heavily
thus far, and I will only say to you that I do subscribe strongly to the
Senate bill which is before us and which is sponsored by so many
Senators, and the amendment which Senator Kerr has suggested and
which you have indicated might possibly be worked out.

I think that is the most encouraging suggestion that has been made
for a long time.

Under those circumstances, I have not nearly as many questions as
I would normally have. Our people out there feel that this ties into a
great many things.

I do not subscribe to the theory that there are 11 areas that might
build mills. I was awfully glad that Mr. Myers pointed out that
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while there might be 11 areas that could grow some sugarbeets and
might be regarded as areas, that it won't take that many mills, by a
long shot. probably to take care of the present available demand.

I would think you could build two mills in 3 years or at the very
most three mills in 5 or 7 years, and you would have made very, very
excellent progress.

These things are had to do. You have to show a mill operator that
lie is going to get his $15 million back, that lie is going to have a market
contiguous to him, that he can serve that market and I for one, would
say I think there may be three or four areas in the country that may be
good locations for mills.

There are many other areas that are promising. There are, perhaps,
areas that can b;e readjusted as Mr. Myers suggested. So that the
increased production may be possible as in the case of Senator Curtis
and Senator Bennett without maybe the building of some new mills.

I was very glad Mr. Myers was restrained in his comment, and lie
did indicate that 11 might not be necessary.

Mr. Chairman, I think others have more reason to ask questions
than I have, after the assurances I got.

The CHAIRMA N. Senator Bennett?
Senator BEN.-r. Mr. Chairman, I have a brief statement I would

like to offer for the record at this point. Most of my questions have
been covered and I am pleased to note the specific expression of the
support of the Senate bill of which I am a cosponsor.

lam going to be interested very much in the text., the language,
of the proposed amendment that will be offered, because I recognize
this new grower problem has been very serious.

As I understand it, the Senate bill supports and protects the basic
quotas that have been available previously to a limited number of
offshore countries.

Mr. MuRpny. It does, Senator, except that the premium would be
phased out over a period of 5 years.

Senator BENNETr. Yes. But it does not immediately do away with
those quotas.

Mr. MURPHY. It does not; it does not. And, of course, in the case
of the Philippines there would be no phasing out.

Senator BaNvNEfr. That is a treaty problem and is different from
all the others.

Mr. MURPHY. That is correct..
Senator BENNErr. Mr. Chairman, I have no further questions at

this time.
The CHAIRMAN. Without objection, the insertion will be made in

the record.
(The statement of Senator Bennett follows:)

STATEMENT OF Hoy. WALLACE F. BENNETT, A U.S. SENATOR FROM TU1E STATE OF
UTAH

Mr. Chairman and members of the committee, it is my understanding that
the domestic features of this bill, tI.R. 12154, In large part reflect a general
agreement not only among the various diverse elements of the domestic sugar
producing and refining industry, but also between the industry and the Govern-
ment. I am well aware that considerable sacrifices were made by all elements
of the industry, and particularly by the beet sugar industry, in order to reach
this broad area of agreement. I wish to commend the industry for Its strenuous
efforts in making the necessary compromises and sacrifices to present a common
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viewpoint. It greatly simplifies the work of this committee in dealing with
the domestic phases of this bill.

After examining all the pertinent material, it is my conclusion that the
chief virtue of the domestic provisions, particularly those applying to the beet
sugar industry, is the stability which those provisions promise for the industry.
It will be possible for the farmers of Utah, and the score of other producing
States, to plan their plantings much more effectively and realistically with a
long-term law and without the uncertainties that have marked the sugar pro-
gram in the last few years.

On the foreign phases of the bill, however, I do wish to make some observa-
tions. First, I find It hard to believe that a very thorough study was made of
the sugar industries and their capabilities in all the 29 countries that have
been assigned quotas in the bill. I am indeed curious as to the basis for the
decisions in the Agriculture Committee of the other body in determinnig that
we should rely on the Fiji Islands, for example, for 10,000 tons of sugar a year,
South Africa for 20,000 tons, or Mauritius, halfway around the world, for
10,000 tons. I am curious about what criteria were used.

I am also disturbed by section 18 of the bill. This is the section that would
restore to the sugar interests of the Dominican Republic the import fees that
were collected on Dominican nonquota sugar between September 26, 1960, and
March 31, 1961. The sum of about $2"2,800,000 is Involved, and the matter is now
in the courts. The sugar interests of the Dominican Republic are suing the
United States, and the Justice Department Is putting up a strong defense. I do
not believe it is the province of the Congress to pass legislation which would
take this matter out of the courts and, In effect, pronounce a verdict in favor of
the sugar interests of the Dominican Republic without hearing any of the evi-
dence. This smacks of a private special-interest bill being tacked on to a broad
Sugar Act.

Also, I have a strong feeling that in its zeal to parcel out the American sugar
market to foreign sugar Interests all around the world the Agriculture Commit-
tee of the other body cut too deeply into the so-called Cuban retain-the portion
of the former Cuban quota that should be held intact, uncommitteed on a perma-
nent basis, for the eventual restoration to a future Cuba when she returns to
sanity.

I do not believe that any of the Cuban quota should now be given to Cuba. I
recall how hard we in the Senate 2 years ago had to battle with the other body
in order to give the President of the United States the authority he so despartely
needed to prevent Castro from continuing to sell sugar in the United States.
I still strongly believe we should not buy Cuban sugar, as long as a Communist
government is In control there.

But I also strongly feel that we should keep a sufficiently large portion of the
Cuban quota intact, so that when a friendly government returns we may without
difficulty restore a substantial sugar quota to help her economy.

Under the present law, the Cuban quota at the present level of consumption
would be about 3,200,000 tons. The administration has proposed keeping about
2,500,000 tons for eventual return to Cuba. This amount may not be necessary,
but the 1,500,000 tons provided In the House bill is certainly too low. It would
not be enough to give the Cuban economy an adequate recovery Injection, and
it is not enough to encourage those Cubans who would like to shake off Castro
to do so.

A compromise between the House figure and the administration figure-say
2,000,000 tons---would be fitting, it seems to me, at the present time. Perhaps
at some future time it could be cut lower-but let us not do it too soon. Let us
show the Cuban people that we have not yet given up hope of their eventual re-
turn to the fold of civilized nations and that we are still willing to restore a large
part of their former sugar market in the United States if they shake off the yoke
of communism.

Mr. Chairman, in the last few years we have seen the sugar program become a
football: we have seen it kicked all over the lot. The series of short-term ex-
tensions to which the act has been subjected have done the program no good.
Although we are again up against an early deadline, right up against the expira-
tion date of the act-thanks to the lateness of the hour at which the other body
sees fit to send us the bill-I am hopeful that we can before the end of next week
enact a long-range sugar bill.

Earlier I mentioned the stability which is one of the chief virtues of the
Sugar Act-and of the domestic provisions of this bill. That stabIlity-so im-
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portent to the farmers of Utah and the other great sugar-producing regions of
our Nation, as well as to consumers---can be achieved only through long-term
legislation.

The Cn1ARwA.,. The committee will recess until 2:30. I assume,
Mr. Secretary, you will be glad to return.

(Whereupon, at 12:30 p.m., the committee was in recess, to recon-
viene at 2:30 p.m. the same (lay.)

AFrERN'OON SESSION

The CiimRN..,,. The committee will come to order.
The Chair recognizes Senator Douglas.
Senator DOUoLAS. M1r. Murphy, in the colloquy which I had with

you and your associates this morning it was developed that the world
price of sugar was approximately 2.7 cents a pound.

That the duty was approximately one-half cent a pound, and freight
charges in Atlantic and, I suppose, gulf ports as well, of approxi-
mately a half cent a pound so that tin sugar bought on the world
market at world prices would cost about 3.8 cents refined.

But that, as a matter of fact, the domestic price is 6.5 cents, and
that, therefore, the American consumer is paying a subsidy of 2.8 cents
a pound or $56 a ton; that is correct, is it?

STATEMENT OF HON. CHARLES S. MURPHY, ACCOMPANIED BY
JOHN C. BAGWELL AND LAWRENCE MYERS-Resumed

MN[r. MtURPnY. That is correct.
Senator DOUGLAS. Now, on the 3,890,000 tons imported, this

amounts to a subsidy to foreign producers of $218,400,000
approximately I

Mr. MunPuy. Yes, sir.
Senator DoUGLAS. If you deduct the Philippines provision which

is governed under a treaty, and, therefore, not immediately subject
to legislation, this comes to approximately $161 million.

Mr. MURpny. Right.
Senator DouGLAs. That is a subsidy paid by domestic consumers,

both industrial and household, to producers abroad?
Mr. MURPHY. That is about the figure I have in mind, Senator, I

am not sure precisely.
Senator DOUGLAS. Of this something over $140 million comes from

the redistributed Cuban quot a?
Mr. Munpixy. That is correct.
Senator DOUGLAS. And the other approximately 22 million come

from the quotas previously given to countries all outside the United
States other than Cuba, the Philippines, and so forth ?

Mr. MURpnY. That is correct.
Senator DOUGLAS. And it is the proposal of the administration

to buy immediately what was the Cuban quota at the world price and
then collect a tariff equivalent to the difference of 2.8 cents a pound.
This would net to the Treasury approximately $140 million?

Mr. MtUPHY. That is the approximate figure. I believe I used
$130 million this morning, but that is the range.

Senator DOUGLAS. And in the case of the other permanent quota
countries you propose to take a quarter of their bonus each year?
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Mr. MuRPHiY. Twenty percent, I think it is, for 5 years.
Senator DoUGLAS. So you absorb that in 5 years?
Mr. MuRPHiY. Yes.
Senator DOUGLAS. I congratulate the administration on this pro-

posal.
I think at least it should be said for the record that the excess

price paid to domestic growers above what the price would be if the
entire purchases were made abroad at the present price per ton figures,
comes to approximately $330 million a year, and I may say it is not
my intention to propose any reduction in this figure.

I well know what would happen if it were proposed. Every finger
on my hand would be cut off, if not the hand itself. But I think
it is worthwhile that the consumers know what they are paying,
and the administration, as a matter of fact, increased the domestic
quota by about 650,000 tons, isn't that true?

Mr. Muxpuy. I think a little less than 650.
Senator DOUGLAS. A little less?
Mr. Mtrypiry. 635,000, I think it is.
Senator DoUGLAs. I see.
Then the bill would give to the domestic producers an additional

subsidy of about $38 million. In round numbers, $37? million
approximately.

Mr. Mstfuuj-y. It we use your definition of subsidy, yes, sir.
Senator DOUoLAS. Yes.
And you hoped that in this way that you might get them to support

the bill as a whole and look kindly on the decrease in the payments
paid to the foreign sugar producers, is that right?

Mr. MuRPHY. We hope that they will support the bill, and that they
will look kindly on that increase.

Senator DOUGLAS. We look forward to their testimony with in-
terest.

Mr. MuRPHY. We would support this provision on the domestic pro-
ducers on the merits.

Senator DOUGLAS. I may say, I don't believe in threats, I believe in
following the policy of the Sermon on the Mount. But I would say if
they do attack this attempt to save $150 million for the Treasury and
the people, their own subsidy might come under attack.

Senator BENNEIT. Can you quote the Sermon on the Mount which
describes that kind of an operation?

Senator DOUGLAS. No; I say that, ordinarily, I try to be very lenient
in these matters, and not to indulge in threats. But here is a proposal
which gives them about $38 million more in subsidies than they have
at present, and yet I heard they were opposed to the administration's
bill.

I was merely saying if they continue in this opposition I will be
sorely tempted to attack the domestic subsidy. But if they do not at-
tack this why I am willing to overlook it and concentrate my attention
on the subsidy to the foreign producers.

Senator CuRTrs. Would the distinguished Senator yield?
Senator DOUGLAS. Yes.
Senator Cun-fs. Now, the distinguished Senator from Illinois is a

noted economist.
Senator DouGLts. What is coming now? [Laughter.]

S5601-62----5
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Senator CURTIS. And knows all the figures and theories of trade.
You have cited a purported savings to the consumers by tile purchase
of sugar abroad.

Suppose all of the needs of our people are purchased abroad, if
that were possible, and disregarding the effect upon ou1 economy, ]low
nili would it lower the household expenses.

Senator 1)ouc.as. The total subsidies to sugar producers -
Senator CURTIS. No, I am talking about all these-
Senator I)OUGLAS. May I answer this in my own way on sugar which

is the immediate subject.'?
ile total subsidies paid to producers, foreign and domestic, come

to something close to $550 million a year. Now, if I were to take up
the removal of the domestic subsidy, I would be prepared to argue
this question with you. But since I hope that 1 will not be compelled
to take it up. I don't think I want to argue. it at this time and I would
prefer to confine myself to the subsidy to the foreign producers.

Now, these subsidies have been going on for at least 2 years in the
past since the Cuban quota wvas redistributed, isn't that correct?

Mr. Mit,umY. That is correct. It las not always been in exactly
the same amount.

Senator DOUGLAS. I understand.
It is at. the rate of approximately $150 million a year, and prior to

that time this subsidy was paid to tie Cuban sugar producers, isn't
that true?

Mr. M uhY. That is correct. But again, I think if you go back
some years we find the subsidy was not so great.

Senator l)ouL.xs. I think our diplomats in our dealings with Cuba
and with the nations which tend to sympathize with Cuba should make
clear to them that we laid the Cubans, paid them over a long period
of Yea's, close to $150 million more tlin the world price.

It is true that somewhere between 35 and 40 percent of the Cuban
sugar was milled in American mills there so that our companies got
baek a considerable proportion of this. But nevertheless, we were
extremely generous to the Cuban people and I think we should use this
as propaganda to offset Mr. (astro's denunciation of us as being harsh
dealers.

Now, may I pass to this point.
In Peru, with a basic quota of 200,000 )lus an allocation of 150,000,

does not that come to purchases of 350,000 tons at an average subsidy
of $56 a ton, or a total subsidy of approximately $19.6 million ?

Mr. h-nriiy. Yes, sir.
Senator DOUGLAS. Do you know who are the big producers in

Peru ?
M1". MNuRIitY. I (10 not, Senator, have any information on that,

except, that it was mentioned this morning b.- you, I believe.
Senator I)ouoLA\s. My informa.ttion is that W.. Grace & Co. owns 18

percent of tile acreage, and crushes 21 percent of the sugar; that
Nepena, which is I.S. controlled, has 5 percent of the acreage and
crushes 5 percent of the sugar. And that this firm with the German
nam,1e--

Mr. Mur puy. Guildemeister.
Senator DOUGLAS. YeS.
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1)o you know what percentage of the acreage they have, Mr. Myers?
Mr.'MYERs. No, sir, I do not. But. 3 tuiderstaiding is or my rec-

ollection is that it is somewhat higher than the Grace.
Senator DOUGLAS. Yes.
I would like to point out that on the basis of 20 percent the subsidy

to Gri,tce would be just short of $5 million a year, aid the subsidy,
therefore; to Guildeneister would be more than $1 million a year.

(At the direction of Senator Douglas, the following letter from
W1'. R. Grace Co., which was received subsequent to tilts discussionl, is
inserted in the record :)

w. R. GRACE & Co.,
New York, N.Y., June 21, 1962.

lion. PAUL U. DOUGLAS,
U.S. Senate,
Washington, D.C.

DEAR SENATOR DOUGLAS: In the first place, let me thank you for your kindness
in receiving me this afternoon and for your generosity in consenting to amplify
the record of the bearings of the Finance Conumittee with respect to certain
reflections on Peruvian sugar producers which occurred in colloquies during
those hearings.

I refer to those portions of the examination of Messrs. Murphy and Myers
of the Department of Agriculture wherein IV. I. Grace & Co. was named as one
of the "wealthy plantation owners" in Latin America in a context which could
leave the Impression that it was one of those which "do not invest their rents
and profits to any appreciable degree in their own country but send them abroad
for safekeeping." In the same reference it is possible that one could get the
Impression that Grace was a "big landowner" whose lprofits, when not "con-
sumed in luxury" are "deposited abroad and not used for the development of
their own countries, deposited notably In ,Switzerland; that is, they go Into
numbered accounts, hidden from public view."

W. R. Grace & Co., an American corporation with 35,000 stockholders In the
United States, was founded In Peru 108 years ago, and has long been proud
of its record of honorable treatment of Its Peruvian hosts, its contribution to
their economy and standard of living, and its creation (of greater opportunities
for Peruvian workers and managers. At the same time it has held modest pride
In its representation abroad of the best traditions of the United States.

After talking with you today, I am edified by your own conscientious wish,
which we share, that no room for doubt be left as to the role of such an Amer-
ican company in Peruvian economic life. Far from depositing our profits in
Swiss numbered accounts (of which we have none) we have, throughout our
more than a century as a business house In Peru. plowed back our earnings
into the economic development of that country. For example, the two Grace
sugar operations, In the last half decade, have reinvested In the Peruvian sugar
business a sum in excess of their earnings for that period.

The total arable area of our two plantations, by the way, is 25,000 acres.
WV. R. Grace & Co. as a whole invested in Peru during the same 5-year period

over $22 million. In fact, our confidence in all Latin America Is such that in
the same period we made Investments in Latin America of $59.8 million. Our
projected Investments for the next 5 years are $41.5 million, or a total of Latin
American Investments In the decade 1957--6 of over $100 million.

Our company has been a leader In wage increases, has created new high
levels of social benefits, has built schools, churches, hospitals, social centers,
youth centers, vocational training centers, has granted scholarships and fur.
nished many other facilities for the enrichment of the lives of the Peruvian citi-
zens who have associated themselves with us. We have followed the policy
of taking local citizens into partnership In our enterprises, of training local
citizens for the highest management positions, and of cultivating a respctful
attitude for local customs and traditions.

I wish to add to this st:teimient MY conviction and t1t of my associates that
the other major Peruvian sugar producers are doing any exemplary job in the
same respects to which I have referred in conilnenting on IV. R. Grace & Co. We
know these men well. an,1 we know their operations. A study of Per, makes it
maInifst that these r'in ,re reinvesting their profits in the development of local
Peruvian enterprises. This ,can readily be seen not only from the modernization
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of their efficient farms and mills, primarily done with machinery and equipment
imported from the United States, but also from the remarkable economic devel-
opment of Peru, which is being done with Peruvian capital that is quite ob-
viously not lying idle in Swiss accounts. These patriotic men could well be an
example to the landowning sector of many underdeveloped countries.

Some time ago, the National Planning Association commissioned Prof. Eugene
W. Burgess of the University of California (Berkeley) and Prof. Frederiek 1I.
Harbison, professor of industrial relations at Princeton University, to write a
report on the activities of W. R. Grace & Co. in Peru as a case study in "U.S.
Business Performance Abroad." The authors summed up the performance of
W. R. Grace & Co. In the following language (p. 95) :

"Casa Grace has not taken Peru's resources for foreign use, but has offered
Peruvian-made articles that supply jobs to the ever-growing industrial popula-
tion, has increased productivity and decreased reliance on foreign imports, and,
thereby, has directly contributed to a higher level of living."

Our company today is presided over by J. Peter Grace, the grandson of a young
Irish immigrant who found a new home and great opportunity in Peru, and later
became a U.S. citizen and mayor of New York. We have long been motivated by
a sense of gratitude to Peru and its people. Under no circumstances would Mr.
Grace or any of his management ever be a party to any activity or practice detri-
mental to the economy of the country or to the welfare and progress of Its people.
As U.S. citizens we are proud of our association with Peru, and we are grateful
to you, Senator Douglas, for the friendly and open-minded hearing you gave us
this afternoon.

With gratitude and great respect,
Sincerely yours,

(Signed) JoHN D. J. MooRE,
Vice President.

Senator DOUGLAS. NOw, I notice that Haiti is included, with 25,000
basic tons, 85 percent of the milling capacity is in the hands of the
Haitian American Sugar Co., and, therefore, presumably would re-
ceive a subsidy. Incidentally, the wages in Haiti, as a whole, average
hourly earnings are the magnificent sum of 9 cents an hour, and the
rate for cutters is 50 cents a ton on a piecework basis. The note paid
by Hasco, however, I am told, is higher than that. It is about $1.80
per day.

Now, in the Dominican Republic it is my understanding that the
Trujillo family formerly had 55 percent of the acreage, and 60 per-
cent of the milling capacity, is that approximately correct?

Mr. MIYERS. Yes, sir; that sounds correct.
Senator DOUGLAS. So that the Dominican Republic is given a

300,000 for basic quota, and 150,000 extra for a total of 450,000. Thus,
total subsidies would be just short of $20 million of which about $11
million would go to the mills formerly owned by the Trujillo family,
now owned, I believe, by the government.

Mr. MythRs. I believe so.
Senator DoUoAs. And that the $22 million extra subsidy which the

House slipped in yesterday would be distributed in approximately
these proportions.

Mr. M-rERs. Yes, sir, about 30 percent to South Puerto Rico, about
8 percent, I believe, to Vicini, a small private interest, and the rest
to this government corporation.

Senator DOUGLAS. And this is in addition to the basic and supple-
mental quotas?

ir. MYERS. That is correct.
Senator DOUGLAS. Let us take up the South Puerto Rico Sugar

Co., which owns La Romana, is that true?
Mr. Myms. That is right.
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Senator DOUGLAS. My information is that La Romana produces ap
proximately 20 percent of the Dominican crop, is that correct?

Mr. MYERS. About 30 percent, I believe.
Senator DOUGLAS. Thirty.
Well, the mills-my figures are that it produces 20 percent, that it

crushes 32 percent..
Mr. MYERS. You are undoubtedly correct, and I stand corrected.

I was thinking of its milling production.
Senator DoUGLAS. Yes.
Mr. MYIRS. And I do not-
Senator DOUGLAS. I wanted to give it on both bases. If it is 20 per-

cent, then La Pomana will make approximately $4 million plus $4,400,-
000 on the $22 million bonus, given yesterday.

On a 30 percent basis it would make approximately $6 million and
$6.6 million, isn't that true?

Mr. MYERS. Thirty percent of that would be about $6.6 million.
Senator DOUGLAS. That is right.
Mr. Mil ms. To the refiners.
Senator DOUGL.S. Those are handsome bonuses, aren't they?
You can afford to hire some very efficient lawyers for that sum.
Now let us take Nicaragua. Am I correct that Nicaraguan Sugar

Estates has about 24 percent of the acreage but grinds 61 percent of
the sugar?

Mr. MYERS. Senator, I am sorry to be ignorant about the Nicaraguan
industry. These figures have come to my attention a few minutes ago.
They agree with what I have known generally about the countries. I
could not speak authoritatively, however, oil these individual company
figures.

Senator DouG As. If they are not correct, I would ask to have any-
one who challenges these make the corrections for the record.

My information also is that Nicaraguan Sugar Estates grinds 61
percent of the cane.

Mr. MYERS. I believe that is correct; yes, sir.
Senator DOUGLAS. They were given 30,000 tons basic and this

amounts to a subsidy of approximately $1,680,000. So that the
Nicaraguan Sugar Estates on the basis of landownership would get
a quarter of this or $250,000.

On the basis of grinding it would receive approximately a million
dollars.

Now, I see the name of a very famous family here, the Somoza
family, which is credited with having 14 percent of the landowner-
ship but grinds 27 percent of the sugar.

So these ratios would be about one-seventh and one-quarter. One-
seventh of the land basis would be a subsidy of approximately $240,-
000 a year. On the basis of milling capacity it would be about $420,-
000 a year.

Does this agree with your knowledge?
Mr. MfYRS. Yes.
Senator DOUGLAS. I believe a member of this family is President of

Nicaraua.
M'r. MYERS. I believe that would be so.
Senator DouoLAs. And another member of the family is Ambas-

sador from Nicaragua to the United States.
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Mr. MYERS. That I don't know.Senator DouGLAS. Well, we can inquire. Is there a representative

of the State Department here?
Mr. 1LxRT.N. Yes, sir.
Senator DOUGLAS. Is a member of the Somoza family Ambassador

to the United States?
Mir. MARTIN. I believe his family is-a member of the family. I

don't tli Ink that he is.
Senator DuouAs. His name is Sacasa, Somoza?
Mr. MARTIN. Sevilla-Sacasa, that is right.
Senator DOUGLAS. So by marriage he is connected with the Somoza

family.
Mr. MARTIN. His wife, I believe, is a sister of the present President

of Nicaragua, whose name is Luis Somoza.
Senator I)ouL\s. What about Guatemala, which is assigned 20,000

tons or a subsidy of approximately $1,120,000?
Do you know ahout, colicentration of ownership or milling capacity

there .Mr. MYEs. I (1 not, Senator, I regret to say.
Senator 1)ouof. s. I hope this information can be collected.
In Ecuador my information is that there are only four mills, the

largest mill has a grinding capacity of 53.5 percent of the national
cajpacitv. Ecuador has been assigned 30,000 tons, or which will be a
subsidy" of' $1,680,000, or possibly a subsidy to this mill of around
$800,000 a year.

As our figures come in I will try to include more of them.
Now, Mr. Myers, you have studied the sugar situation over the

world.
Mr. MYRs. I have tried to, to some slight extent, Senator.
Senator DoucLAs. I believe you are acknowledged to be one of the

great world sugar experts. Your modesty compels you to deny that.
Mr. MYERs. Thank you for that compliment.
Senator DOUGLAS. When the Cuban quota was reassigned in the

summer of 1960, and that amounted, did it not, to a windfall to the
countries which received the previous sugar quota.

Mfr. MYERES. Yes, Senator.
We are able to take in, of course, on l sugar that had been produced

for the world market over and above" the quotas that they had pro-
duced for us.

Senator DOUGLAS. But, is it not true that taking the world as a
whole, there were approximately 10 million tons of sugar in storage?

Mr. IMYERs. That is correct., and so far as I can recall and thank you
for reminding me of the figure; I had forgotten it.

Senator DOUGLAs. And what happened, therefore, was that sugar
produced at one price level, a low price level, now suddenly became
worth almost twice that amount.

Mr. MYERs. That is correct.
Senator DoUGLAS. And a complete windfall of approximately $150

million, therefore, went into the pockets of either the sugar spec-
ulators, sugar storage men, or sugar producers.

Mr. MYF.rs. Yes. It would be about at that annual rate. Actually,
of course, we stopped taking sugar from Cuba in July 1960, and the
reduction in the Cuban quota was only 700,000 tons that year, so to
that extent it was a smaller amount.
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Senator DOUGLAS. This was continued in the act which Congress
passed last year ?

Mr. M1YERS. That is correct.
Senator DOUGLAS. Now, we hear a great deal about aid to Latin

America.
Who got this windfall in 1960? Did the poor peasants down at the

bottom get the windfall or did the big landowners and sugar mill
owners and speculators get the windfall ?Mr. MYERS. Senator, we have, at your request, a year ago, under-
taken to make some little survey of that. Tihe information that we
are able to assemble, I think, you will agree, was most inadequate
and unsatisfactory. It seems to me that there are perhaps more facts
per square inch in the statistical table that you have just discussed
than in all the reams of paper that we submitted to you.

Senator DOUGLAS. Just to refresh your memory, in 1959 our in-
formation is that field hands in Peru received between $1.20 and
$1.80 a day.

In 1960 they-went up to $1.35 to $2, an increase of only about 15
to 20 cents.

In 1961, from a-from $1.50 to $2.25, an increase of 30 cents over
the past. My figures also indicate that the IV. R. Grace & Co. pays a
daily wage to cane cutters of $3 per day.

But on the whole, the increase was not great.
Mr. MYERS. Certainly in terms of U.S. wage levels they were very

small, that is correct. They are still low.
Senator DOUGLAS. I believe the increase came to from 2 to 3 cents

an hour.
Mr. M1YERS. I think that is correct..
Senator DOUGLAS. Our information is that in Haiti the basic pay

in 1961 is 81 cents a day, about 9 cents an hour, although Hasco may
pay about $1.80 per day; Costa Rica $1.13 a day, assuming they have
an 8-hour day there, which they may well have, about 14 cents an
hour.

This has remained steady.
It is the same in 1960 and 1961 as in 1959.
In the Dominican Republic, it remained steady at $1 a day, in 1959

and 1960, but did increase to $2 a day in 1961.
Then-
Mr. MYERs. May I interrupt you, Senator?
Senator DOUGLAS. Yes.
Mr. M YRs. For just a moment.
Senator DOUGLAS. Yes.
Mr. MYERS. The increase in 1961 was, came, when the new Govern-

ment took over and it was an action of the new Government and had
no relation to our sugar program.

Senator DOUGLAS. Yes.
My information is that in Mexico the basic wage of field hands has

remained unchanged. In 1959 it, was $1.6) a day, which would be 20
cents an hour, assuming an 8-hour day; in 1960 it, was identical; in
1961 it was identical.

In Nicaragua there was an increase from $1.42 in 1959 to $1.70 in
1960, to $2.13 in 1961.
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In the Philippines it was 95 cents a day in 1959, falling to 84 cents
a day in 1960; 91 cents a day in 1961, or 4 cents a day less at the end
than it was 2 years before.

Mr. M[YERS. Senator, ill tile ease of tile Phililppines, those figures
translated into IT.S. dollars would reflect, I presume, the variations in
the value of the Philippine peso.

Senator l)oucLAs. T hat. ]nav well be.
Mr. MYERS. I would assume, therefore, that---
Senator DOUGLAS. The point I am trying to develop is this: Here

we have a huge windfall of $150 million a year which has been paid
for 2 years, and which the House now proposes should be continued
for 41/2 years, and expanded, as a matter of fact.

Now, such evidences as I have been able to collect are that very lit-
tle of this trickles down to the workers on the i)lantations.

Mr. MYERS. Well, I think your statistical information is quite con-
clusive on the countries that you have cited, Senator.

Senator DOUGLAS. What happened was that in most. cases the big
landowners, who generally were also the big millowners, got these sums
of money.

Mr. MYERS. Except to the extent that, it was reflected in wages and,
in some cases, in taxes.

Senator DOUGLAS. Yes.
I am a supporter of the Alliance for Progress, and I shall continue

to be a supporter of the Alliance for Progress, because I think this is
an effort to get, the benefits down to the people.

But I think it is evident that this sugar program does not appreci-
ably help the people when it is done. In large part it helps the
already wealthy group of landowners.

I spent a little time in Latin America last December, and I tried
to collect information on this subject.

Would you say that this observation is far from the truth: namely,
that on the whole the wealthy plantation owners in Latin America, do
not invest their rents and profits to any appreciable degree in their
own country, but send them abroad for safekeeping I

Mr. MYERS. Senator, I would have no firsthand knowledge of that.
I would hope that your statement would be somewhat of an over-
statement; I would hope so. There is progress going on down there
in some of those countries, we all know.

Senator DOUGLAS. I have found very reputable students of this sub-
ject who say that virtually all the profts made by the landowners, not
consumed in luxury by these landowners, are deposited abroad and not
used for the development of their own countries. They are deposited
notably in Switzerland; that is, they go into numbered accounts, and
are hiden from public view.

Mr. MmYrns. Well, Senator, I think we do have to recognize that
after the experiences, such as we had down here in Cuba, where we
certainly thought that was safe for capitalism, that people in countries
that are likely to have their properties taken over do have to do what
they can to protect themselves.

Senator Douor.,,s. But those very actions strengthen the Commu-
nists and make the turnover more probable.

Mr. MY.sS. Unfortunately, that is correct, sir.
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Senator Doua.tls. .nd you have this group more intent on saving
their own individual skiins and their own individual fortunes than
in building up their own country or protecting their economic system.

Mr. MYEns. That is simple, elementary economics.
Senator DOUGLAS. What?
Mr. MYERS. I say, that is simple, elementary economics, and I think

it is undeniable.
Senator DouoLts. Now, they say: "If you take this $150 million

away from us, you destroy Latin American friendship and turn the
people against you."

Isn't that what they are arguing?
Mr. MYERS. Well, that goes over into another field that I would

rather leave to someone else.
Senator DOUGLAS. Do you think that these countries have a vested

interest in the windfall which we give them; that is, a legal vested
right, put it that way?

Do they have a vested right in the windfalls which we gave them?
Mr. MYERS. Senator, on that score, I can speak with some studied

background. I listened most intently to the debates, and certainly
we have addressed ourselves to the laws of Congress in trying to make
it clear, and in our own actions and publications we have meticulously
been trying to emphasize that the reallocations of the Cuban quota
were not permanent quotas. They were simply temporary realloca-
tions.

As a matter of fact, we have invented some sort of screwball wording
of nonquota purchase authorizations to try to emphasize that this
is not a permanent right. But still we get the criticisms as Secretary
Murphy pointed out this morning, if you go from a temporary one to
a lower one or do not have a temporary one come quick enough.

Senator DouoLAs. I was denounced from one end of Mexico to
Panama last year and declared to be an enemy of the Latin American
countries, which I certainly do not regard myself as being.

This is a gratuity which we have paid, a very unwise gratuity, a
sum not going to the people but in large part to a relatively restricted
group.

It does not further democracy. Quite the contrary. This selfish
group is now demanding that it be continued, and they are trying to
make out the United States as an enemy of the Latin American people,
which we are not, and this is the tragedy, that the sums which most
of these people refuse to invest in their own countries have to be made
good by the American taxpayer through the Alliance for Progress
and we are being called in to make good the failure in the faith oi
these people in their own nations.

Perhaps you do not want to answer that question.
Mr. MYERs. I should prefer not to.
Senator DOUGLAS. I will let it stand for the record.
Thank you, Mr. Chairman.
The CHAmRmAN. Senator Curtis.
Senator Cuns. I will try to be as brief as I can.
The Sugar Act now is operated at a profit to the Treasury of the

United States, is it not?
Mr. MYERS. The processing fees, fees from the processing tax of $10

per ton, Senator, do exceed our Sugar Act payments by an average
over the years of about $18 million a year, as I recall.
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Senator CuRTis. Now, is that the entire cost of operating the Sugar
Act?

Mr. MYERS. That includes the Sugar Act payments and the adminis-
trative expenses for administering the sugar program, yes, the entire
Government cost.

Senator CURTIS. "len the consumers of the country buy sugar, the
price they pay is the entire cost, is it not?

Mr. MYERS. Yes, sir.
Senator CURTIs. There is no part of the price of sugar paid either

by the housewife or the industrial users that is paid by the U.S.
Treasury?

Mr. MYERS. No, sir.
Senator CuRTIs. The House bill provides for the domestic producers

receiving 63 percent of the growth factor. What proportion do the
domestic producers receive under existing law?

Mr. 'MYERS. They received about 55 percent of the growth over
8,350,000 tons. They received approximately 53 percent of that basic
tonnage.

Senator CuRIs. Now, when did we go to the 55 percent?
Mr. MYERS. In 1956, if my memory is correct.
Senator CURTIS. What was it before that?
Mr. MYERS. The fixed quotas remained in effect until January 1,

1956, Senator. So that they were fixed for your beets at 1,800,000 tons.
Senator CuRns. So back at that date was the first time the domestic

producers shared in the so-called growth factor?
Mr. MYFRS. That is correct.
Senator CuRTs. Isn't it true that increased production by reason

of advances, technological advances, and improvement in fertilizer
and seed and farming operations used up that 55 percent?

Mr. MYERS. They have run, the expansion as a result. of improved
yield per acre is generally credited to be, as much as 50.000 tons a year;
yes, Sir.

Senator CURTIS. What is the anticil)ated advance in increased yield
expected to be in the next 5 years over the life of this bill?

Mr. MYERS. We have assumed, sir, that it would be comparable with
that of the past or around 50,000 tons.

Senator CURTIS. You have taken into account in estimating that
the increased basic quota and the increase in the growth factor up
to 63 percent, you have taken into account the fact that present acre-
age will increase its yield?

Mr. MYERS. Yes, sir.
Senator CURTIS. In estimating that you have estimated that the

proposal would provide for one new sugar plant a year?
Mr. MNYirs. Yes, Senator. The assumption is that you will have

about 75,000 tons a year increase in the beet quota; that the increase
as a result of increased yield per acre will probably average on a trend
line of around 50,000 tons.

There is always some dropping out, some changing, so that it is
assumed that will take care of perhaps 25,000 tons, so that you can
have a new mill and not have to cut down significantly at least-

Senator CURTIS. You would not have to punish anybody for their
increased production?

Mr. MYERS. That is our hope: yes, sir.
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Senator CurTIS. And still have a minimum 50,000-ton increase?
Mr. MYERS. That is the computation and expectation; yes, Senator.
Senator CuRims. What looks like would be the expansion of domestic

cane production on the mainland.
Mr. MYERS. Senator, we have had a bit. of an explosion in Florida

in the past 3 years, very largely this past year, going from 3 to 11
mills, and the acreage last year was 61,000 acres. This year I think it
is going to be around 135,000 acres, so it is going up very, very sharply.

In Louisiana there was a slight increase. It is assined, as Secre-
tary Murphy pointed out this morning, that we will have to institute
acreage controls ii the mainland cane area. But we hope not to have
to cut acreage back seriously.

Senator CURTIS. Is any expansion allowed for cane in either the
administration bill or the House bill'?

Mr. MYERs. The administration bill and the Senate bill would allow,
if our forecasts are correct, for about, 25,000 tons a year increase for
the mainland cane area.

Senator CURTIS. Was the reason that the risk could be taken for
building new plants in Florida during this period when we had no
permanent legislation the fact that the risk could be taken to build
new plants there? Was that due to the fact that they were building
the type of I)lant that could either process the mainland cane or the
raw sugar from abroad?

Mr. MYERS. No, sir. It was-well, it started out with the U.S.
Sugar Corp.'s plans to add a new plant-it is a long-established firm-
and it could use one for efficient processing purposes. And from there
a wildfire occurred, and cooperatives started.

There was some Cuban capital over here that wanted to get into the
sugar business, expatriates from Cuba, feeling that they knew how to
produce sugar, and that here was an opportunity for continuing in
the line of production that they were interested in and knew.

It was, frankly, a sheer gamble that the Congress might come along
later and give them a quota so that they could market their sugar.

Senator CURTIS. Do you anticipate an increase or decrease in the
per capita constumption of sugar?

Mr. MYERs. Senator, from all indications that we have, the per
capita consumption is extremely stable at approximately 103 pounds
raw value per capita. There are some little fluctuations from year to
year one way or the other in distribution, but apparently the total
consumption is right on that trend line and we do not know how to
change it.

Senator CURTIS. The present trend in diets and weight control and
that sort of thing is not a significant factor?

Mr. MYERS. Seemingly has had no measurable effect.
Senator CuRris. What portion of the sugar is used in malufactur-

ing as compared to the portion that is used directly by the housewife?
Mr. Mvzus. Approximately 70 percent now for manufacturing and

30 )ercent for the housewife, which, I might say, is almost exactly the
converse of the prewar situation.

Senator CURTIS. It is definitely the converse of when the Sugar Act
was written.

Mr. MYERs. Definitely so.
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Senator Cuwrxs. If either the House bill or the administration bill,
which I understand is the Senate bill, were enacted, so far as the
domestic production is concerned we would still be importing 40 per-
cent of our sugar needs, would we not, a little more?

Mr. MYERS. Approxinately that, yes.
Senator CURTIS. Do you know of any other product, agriultural or

nonagricultural, that we have the capacity to produce where, by law,
that portion of our consumption is inal(latorily given to foreign
countries?

Mr. MYERs. Well, Senator, the question, I think, is a little broad for
me to answer.

We do, as you know, have two agricultural commodities we produce
I quantity of which we are major importers. Sugar is one and wool
is the other. We do have a wool prograin to expand our domestic
wool production, but, we have not, as I understand it, gotten up to the
objectives of that act.

iHere there is a problem, as Secretary Murphy pointed out-
Senator CURTIS. Before you leave'the wool, what is the objective

on wool?
Mr. MyyTRs. I have forgotten the exact figure that was in the act.

I would have to check it, Senator. I can do so.
(The following was later received for the record:)

OI)o rsTIC PRODUCTION GOAL UNDER 'TuE NATIONAL WOOL ACT OF 1054
The National Wool Act of 1954 established an annual domestic production

goal of 300 million pounds of shorn wool, grease basis. The average domestic
mill consumption for the years 1957 through 1961 was 551 million pounds domes-
tic greasy shorn equivalent. Thus, the established goal of the National Wool
Act Is 54 percent of the recent average annual mill consumption. Domestic
production of shorn wool in 1901 was 261 million pounds or 87 percent of the goal
of 300 million pounds of domestic production.

Senator CURTIS. Would you supply it?
Mr. Mf-ris. I would be delighted to do so.
But in tile case of sugar here, we do have to balance the interest of

the refiners who use foreign sugar against the interests of the domestic
growers and mills. We 1ave to balance the interests of our export
producers, such as our wheat producers, against the interests of our
domestic sugar producers.

Senator Cmurris. Well, now, as representatives of the Department
of Agriculture, do you regard the sugar production as a part of the
overall agricultural picture here?

Mr. MNYRS. Oh, certainly; yes, indeed.
Senator Ctmis. You have-had no producers of any other commodi-

ties, such as wheat, asking you to restrict the production of sugar under
the very doubtful hope that they might be able to trade wheat for
sugar in some other country, have you?

Mr. MiF.Rs. No, Senator. There has been a great deal of effort
made, of course, to work out bilateral trade exchanges.

Senator CURTIS. But wouldn't it be fair to say of those groups--and
I am familiar with what. the wheat people want-that they say, "if we
are to import sugar"l-and they realize that considerable sugar will be
imported, they would like to have wheat traded for it, if possible, is
that correct?

Mr. Nh-ERs. That is correct; yes.
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Senator CUiRTS. But Vou have no pressures from other branches of
agriculture to deliberately hold down the production of sugar in this
country?

Mr. MYERS. NO, Senator. Each enterprise, so far as I am acquainted,
is interested in pushing its own particular objectives, when you get
into multilateral trade and foreign trade, the relationships get a little
bit intangible-

Senator CURTIS. I understand.
Mr. MYEms (continuing). And, therefore, you do not see these direct

pressures.
Senator CURTIS. There are areas domestically that are seeking the

opportunity to produce sugarbeets that are now raising crops in sur-
plus; that is true is it not?

Mr. MYERS. That is cori ect.
Senator CURTIS. And, in fact, that, is true of almost every area.
Mr. MYERS. It is true in many areas.
Senator CURTIS. Yes. Now, the production of sugar at the present

time is a very important factor in the economy of Nebraska. It is im-
portant to our farmers, it is important to our processors.

I want a program that will preserve and protect what they have now.
I (10 not want to jeopardize it. I do not want it to end there.

I feel that it is very much in the interest of our individual farmers,
of our communities, aind of the whole overall agricultural picture that
we have an increased production.

I realize that this increase must be orderly, that it would be wrong
to hastily cause or even hold out a hope that plants could be built
where it'would be unwise to build them or economically it would not
be feasible.

What I want to ask you is, is there anything particularly magic
above five new processing plants in the next 5 years?

Mr. 3MYERS. No, Senator. I think there is nothing magic about it.
Senator CURTIS. It cannot be defended as the right nuniber rather

tlan four or six or seven?
Mr. Myt'ms. I would not know] how to go about that, excel)t I would

say that you (1o have a i)alancing of these forces, and this was worked
out with'a great deal of effort to try to get a total that the various

groups could live with and still allow something for expansion that
did not constitute too much of a threat to the ol established growers.

Senator CutwrTs. I understand that, and I do not imnluan the mo-
tives or the intentions of anyone who has entered into the deliberations.

Ie people who now are processing offshore sugar or processing
domestic sugar or existing growers we, at least, know they are and
can be invited to a conference to at least discuss it.

Those who are not sharing in the production or processing at this
time, we do not know who they are, and it is not possible to invite
them into a conference, is it ?

Mr. Myi,"s. That, uifortunately, is correct. We have made some
efforts to get them.

Senator Cum'is. But you would recognize that the Congress had a
responsibility to those people?

Mr. MIra'ls. Yes. Senator. We have even recognized that we havea reSl)onsibilitv administlratively to get those voices heard, and we

have made efforts to invite them.
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But, as you say, it is difficult to get somebody when you do no know
who he is.

Senator CURTIS. And he does not start out from the same premise
in t he give and take conversation either.

Mr. MYERS. That, is right.
Senator Ctirs. The administration bill is predicated upon a basic

consumption of 9,S50,000 tons?
Mr. M-rs. 9.7 million now, and growing at about 160,000 tons a

year; some people would say 150,000 tons. There is no purpose in
arguing over-

enator CuRTiS. About 9,850,00--9.8 million in 1963.
Mr. NfiFRs. That would be about it.
Senator CURTIS. For 1963 it would be about 9,850,000?
Mr. MYERs. Presumably that.
Senator CURTIS. That is based upon an importation of 40 percent.
The difference between an importation of 40 percent and 39 percent

is 1 percent. You start scattering that 1 percent all over the world,
and it does not create a, great deal of prosperity or make very many
people happy. But 1 percent of 9.850,000 would be 98,000.

Mr. MYERS. It would be substantially 100,000 tons.
Senator CURTIs. It would be substantially 100,000 tons.
Mr. MYERS. That is right.
Senator CURTIS. And you estimate that 50,000 tons are about the

right amount for a new plant?
Mr. MYiRS. That is correct.
Senator CURTIS. So a variation of the 40 percent to be imported

from foreign countries, and counting our possessions and offshore is-
lands as domestic, to change that 40 to 39 could add a couple of plants
to this country.

Mr. M-mis. That would be correct.
Senator CURTIS. Are you prepared to say there are only five areas

that it would be economically feasible and which are ready to go now
in the support of a sugar l)pant in the beet area?

Mr. MYERS. No, sir; I would not want to debate that subject, in the
least.

Senator Cuirris. Well, my point is that I think the Congress could
err on both sides. I think we should go so far as to insist on domestic
production that would lead into some problems, but I think we could
,old it. down to a point where it, administratively, would create some
very difficult burdens as well as being unfair to some sections of the
country, and if I can digress for just a few seconds, we had an incident
in ny home communityvback in World War II days when everything
was rationed, including shoes.

There was a mother of twin boys, they were at the growing age, they
were outgrowing their shoes, they were kicking them out and so on,
and she had no more ration stamps.

She appeared before the ration board and told her story, and they
deliberated awhile, and then for these twin boys they voted to allow
ration stamps for one pair of shoes.

That, is what could happen here if this domestic expansion is sliced
too thin.

Senator MoRwro. If the Senator would yield, he could have sent
the boys to Kentucky and he would have no need for shoes.
[Laughter.]
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Senator CURTIS. That is right.
Senator BENNFTr. Or lie could have sent to Kentucky for some more

ration stamps. [Laughter.]
Senator CURTIS. Now, I was interested iii a suggestion for language

that would clarify the status of the quota for an area that Senator
Kerr and Senator Anderson spoke of, that would fix it so it would
be definite and could be relied upon.

Under existing law, how is it determined as to what processing
plant shall receive the marketing quota ?

Mr. MYERS. Senator, the mark-eting quota under the present law goes
to processors on the basis of three named factors in the law: Past
marketings, ability to market, and production from proportionate
share beets or cane.

Senator CURTIS. What is that last one?
Mr. MyFs. Production, you may say.
Senator CURTIS. Available production in the area.
Mr. MYERS. Past production, current production. Those three

factors.
Now, the courts have indicated that we have some slight leeway in

interpreting them. But we have always taken a recent average, for
past inarketings. 'We have usually used the highest recent year's expe-
rience for demonstrated ability to market, and we almost always use
current production for this last figure.

Senator CURTIS. Dow arc you going to apply that to an area that
is not served by a recessingg plant now, and we will assume that it is
an area where there is considerable sugarbeet production, but they are
paying extra freight to get it out, at least enough to demonstrate ability
to produce, and have over a period of years ? Is there anything in this
law, this proposal, to enable you to select, a processing company and
to give them a marketing quota ? There would be no past marketing
in the new area. Their ability to market could be shown and, of course,
the current production in the area probably would be taken care of
by this amendment.

Mr. 1MYERS. The current production-and I might say under the
additional amendments that Senator Kerr and Senator Anderson
are discussing, there would also be a specific reference to authorization
to take into account the ability of these new plants to market.

Senator CURTIS. In other Words, it would be proper then to make a
request, if it is not already made, that in this language you submit
that there would also be sufficient language submitted to thfis commit-
tee that would make it possible to grant a marketing quota.

Mr. MYERs. That is what they are working on now.
Senator CURTIS. The question I am about to ask is for information

only and has no relation to any company or anything else. Would that
marketing quota have to go to any exist ing company ?

Mr. MYERS. No, Senator. There would be no need under this lan-
guage for it. to go to any existing company.

Senator CURTIS. I have. io reason to raise any word against an exisL-
ing company. I was just thinking over all the United States there
might be an area where the other factors were favorable to the sugar-
beet industry, but that they could not wait for someone to expand.

Mr. MYERs. I might say that there is at least one area that I know
of where farmers are thinking of organizing a cooperative.
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Senator CURTIS. Understand, I am not trying to argue the merits
or to promote that, but. I do think the law should be clearer so that
existing processors or whoever is logical and could do it, to get a mar-
keting quota and not be prevented therefron because there was no past
performance in the area it is going to serve.

Now, in determining the feasibility of or the appropriateness of a
new area, what are the factors that ought to be taken into account?
I assume that proven ability to produce beets is one?

Mr. MYES. Senator, I would think that efficient production of
beets would be one of the most important factors to be given con-
sideration.

We have observed that wherever the grower is not able to grow
efficiently and make a profit competitively, he tends to go out, and the
factory has trouble. So that certainly ability of the growers to pro-
duce would be a prime factor and, presumably, this law is written for
farmers, so certainly it should be written for the farmers who have
an ability to produce.

Senator CURTIS. What other factors would there be?
Mr. Myims. Well, the desire to grow would certainly be in there.

In other words, you have many areas that could grow sugarbeets in
this country, where they have the ability to grow other crops, some,
like in the Corn Belt area, where they could grow sugarbeets, but
under normal conditions they would prefer to grow corn or some other
crop.

Senator CURTIS. Are there any other factors?
Mr. Myns. Well, of course-
Senator CuRTiS. Would there have to be a request from the process-ing company? ,'Air. MyE. In the final analysis you would have to know there was

going to be a plant put up there, and not just talk about hopes, but
actually something specific.

Senator CURTIS. Sort of a readiness to build a plant.
Mr. MYE Rs. Exactly, and to commit capital in the building of that

plant.
Senator CURTs. Based upon your wide knowledge of the sugar in-

dustry, Mr. Myers, what are some of the things that the processing
company would have to look to to determine whether or not an area
was desirable?

Mr. MYFRS. Well, I would think they would have to look at the
same things. They could speak more intelligently about this.

Senator CURTIs. They would be interested in production and
whether or not the farmers-

Mr. MYERS. They would have to look at the basic production, abil-
ity of the growers, the willingness of the growers to plant sugarbeets
rather than other crops; the dependability of the area year-in and
year-out as to water supplies and labor supplies, and what would
appen if the prices of some of our other crops went up relative to

sugarbeets.
They would have to look at their own mechanical problems, and

finally at their marketing problems. How far do they have to ship
the sugar before they can find a market.

Senator CuRTis. That is what I was coming to, the nearness to a
market for the sugar.
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Mr. MYERS. That, presumably, woul(1 be one of the factors.
Of course, sugar is a rather expensive product and, therefore, can

stand a good deal of shipping. But shipping is costly and, naturally,
the farther they ship the lower the returns.

Senator CURTIS. Where is most of the beet sugar marketed?
Mr. MYERS. In the Chicago-west territory, sir.
Senator CURTIs. Chicago and west?
Mr. MYERS. Chicago and west, Chicago to the Pacific coast.
Senator CuRTIs. Where is most of the Hawaiian sugar marketed?
Mr. MYERS. In the same area.
Senator CRMS. Is Hawaiian sugar shipped as far east as Chicago?
Mr. MYERS. Yes, sir.
Senator CURTIs. Are you familiar with freight rates, in general?
Mr. MYERS. I have forgotten what the freight rate is from San Fran-

cisco to Chicago, sir. I am sure some Hawaiians are here to give it.
Senator CURTIS. But the freight from Kansas or Nebraska or Colo-

rado to Chicago would be less than the freight from Hawaii, would
it notI

Mr. MYERS. I believe it would; I am sure it would.
Senator CURTIs. The expansion in the beet sugar would likely come

in the Western States or Chicago, and some little distances of that ?
Mr. MYERS. Senator, there is expansion, there is a growth of the

western market, with the tremendous expansion in population and
manufacturing out there, it is true. But also as the production of beet
sugar has been increasing in the last 2 years, it has had to push progres-
sively farther eastward, and they have also had to push harder on their
Chicago-west markets to take a larger percentage of the total for
themselves and push out cane sugar.

Senator CURTIS. But the Pacific States are more than self-sufficient.
Mr. MYERS. Oh, yes.
Senator CURTIS. Without Hawaiian-
Mr. MYERS. Without what?
Senator CURTIS. Without, Hawaiian sugar.
Mr. MYERS. Well, Senator, Hawaiian sugar is a part of California.

It has been there for many, many yeais.
Senator CURTIS. Yes; I tuderstand.
Mr. MYERS. And, frankly, I just do not have in mind any computa-

tions with Hawaiian sugar out of that area.
Senator CURTIS. I see.
To what extent has the pattern of trade and the economics of it

determined the sale of sugar in the Southern States? Is that pre-
dominantly a cane area?

Mr. MYERs. The Southern States, yes, Senator, from southeastern
Texas where we have one refinery, over to Louisiana, where we have
a whole group of refineries, and on over to Georgia where we have
one large refinery that handles a large part of the Florida sugar, that
is all a cane area, and very little beet sugar gets down into there.

Senator CuwTsr. -Thw wide an area do they have, Mr. Myers, the
predominant place in the market?

Mr. MYERS. Well, it is predominant in the South and eastern por-
tion of that area. As you go north and westward, they come progres-
sively more into competition with beet sugar from the Rocky Moun-
tain States, and then the Chicago territory, of course, is a great com-
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petitive ground for all sugar, especially from the Gulf States and
from the \Vest.

Senator CURTIS. Is cane competitive in the Southwest?
Mr. M[YERS. Yes, sir. It is competitive throughout the West from

California, and it is competitive, of course, in the Southwest from
the Sugarland Refinery in Sugarland or Imperial Refinery in Sugar-
land, Tex.

Senator CUR S. Would you say cane has the predominant position
throughout Texas?

Mr. MYERS. Not throughout Texas. I would ssy in the southeastern
portion of Texas, as I recall the area. I have forgotten exactly where
the breaking point comes. Of course, it is not a sharp dividing line.

Senator CURTIS. I understand.
Mr. MYERS. It is a gradation from one to the other, and I would

much prefer to have some of these people in the sugar trade who really
know this area discuss it than to discuss it myself.

Senator CURTIS. I hope they will, too. But I feel that there should
be something in the record on this, and I appreciate your answer very
much.

Now, a question or two about Cuba. What was Cuba's permanent
quota prior to the Communist takeover down there?

Mr. MYERS. It was-their quota was about 3,200,000 tons It varied
of course, with our total requirements. But at our present level of
requirements it would be exactly 3,200,000 tons.

Senator CuRTIs. If their Conmmunist government was ousted, would
they immediately be able to resume that?

Mr. MYERS. Depending upon their production. But presumably
they would not get down'elow that level. After all, their production
has been all the way up to 7/2 million tons.

Senator CURTIS. 3.2 million is not the production but the amount
we have been buying.

Mr..\MYEiS. lhat is the amount we have been buying.
Before the Communists took over they had a market in the United

States for approximately one-half of their sugar. They used a minor
quantity themselves and the rest they shipped to the world market.

Senator CURTIS. My question is, then, is it your best judgment that
if they ousted their Communist government they would be in a posi-
tion to right off export to the United States 3.2 million or would it
take a little time ?

Mr. MYEIS. Under the administration proposal, sir, the quota for
Cuba would be 2,585,000 tons. That would be less than half of what
her former l)roduction was.

Senator CujzTis. 2 million what?
M1r. 1YERS. 2,585,000.
Senator CURTIS. That is your recommendation now that we fix the

quota?
Mr. MiyRs. That is correct.
Senator CURTIS. Do you think that could be reached immediately?
Mr. 3YERs. I would assume so. This year, I might say that our

information about Cuba is very inadequate and uncertain. But trade
reports indicate that they have produced something like 4.5 million
tons this year so far, and even the pessimistic estimates for next year
do not go down as low, down below, 3 million.
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Senator CURTIS. Perhaps the State Department should be, asked
this, but I would like to get the views of the Agriculture Department
anyway. I think everyone is anxious to promote as much friendship
around the world as we can. We may disagree as to how that is done.
But is it the opinion of the Department that it is wise to definitely
fix a quota in the law for a far-removed foreign country, unless this
country expects to more or less permanently hope to rely on that
source?

Mr. Muanpy. The answer to that is "No," Senator. We do not
regard this as a wise thing to do.
Senator CURTIS. When you buy sugar at the present time under the

regulations that were promulgated since the communist takeover in
Cuba, do you feel that is being handled in a way that it is not a
commitment from the United States that the seller has a right or a
fixed quota or a fixed interest in our consumption for future years?

Mr. MURPHY. Well, we certainly would say that they have no vested
right on any thesis or any theory beyond the 30th ot June, which is
almost here.

It is true that the law that is in effect until the 30th of June has
prescribed a number of formulas, standards to be followed hi real-
locating the Cuban quota.

I think it is also true that the law itself has always indicated that
this was to be regarded as something temporary. But it is true at
the same time that a good many of the countries that have been getting
these allocations are now saying that they have been built already
into their sugar economies. I do not believe they say there is any
vested right in a legal sense, but they say that this has been built in
in an economic sense, so that if you take it away that you cause great
damage.

Now, the longer this goes on the more validity this argument might
have and the stronger, I think, we could expect it to be pressed upon us.
Senator CURTIS. Now, would you comment upon that problem if

the administration bill were adopted. Your procedure for acquiring
sugar abroad, would that also, if it did not establish a legal vested
right in a market, would it create the same hopes for the vested right
and the same pressures from abroad ?

Mr. M unriy. Generally speaking, I see no reason why it should.
I will try to come to the exceptions. But, generally, I think the an-
swer is there is no reason why it should, because the general rule would
be that all exporting countries would have an equal chance at the
American market.

Now, the exceptions are the Philippines, the permanent quotas of
the countries that would go through a phasing out period, and an-
other possible exception, of course, is Cuba if during this 5-year phas-
ing out period they resumed diplomatic relations with the United
States; and in that'case they would fall into the phasing out pattern,
and would have a right to a quota premium to that extent during
that period.

But I think generally we would regard this as; a doing away with
as much of this kind of vested right attitude at the present tiune as is
feasible, and phasing the rest. of it out as rapidly as is feasible.
Senator CRTIs. Now, I shicerely hope that we can get the very

best act, passed and it become a law by July 1 of this year. It expires
the last day of June.
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Mr. .MiIlxi. Yes. sir.
Senator CURTIS. By the last day of June. I think we have an

obligation to do so. ]lit what is the situation if we fail?
AMr. M mpity. If there should be an interval when there is no law

on the books?
Senator CURTIS. Yes, sir.
Mr. MuRPHY. This, I think, is primarily a technical question, Sen-

ator, and Mr. Myers can answer it much more competently than I.
W1e have talked about this some, this possibility. It is my own feel-

ing that the principal changes would be in the price of sugar, and the
short rn changes. The domestic price of sugar very clearly is likely
to go down, no one knows exactly how rapidly, andi there might be
some tendency of the world price of sugar to firm up.

But since Ithink this is an important question, since Mr. Myers is
really the authority on this kind of thing, I think it would be useful
to see if he has any comments that he feels he properly could make in
response to this question.

Senator CURTIS. I think we must pass an act, but I would like to
know what happens if we fail in it.

Mir. MURPHY. Is there something you could add to this, Mr. Myers?
Mr. Myms. Frankly, I think you have answered it very adequately.
I would think that a lot would depend marketwise upon the atti-

tude that Congress was taking.
If the Congress were to indicate that they were through with sugar

legislation, there was not going to be any, I think it could have a very
sharp) effect on our prices.

Senator CurTiS. Would all th., authority in the Department of
Agriculture over sugar cease?

Mr. Miits. Well, if the Sugar Act were to expire, yes. Our au-
thority would terminate at that moment. I would say there would be
one--we could make payments on this year's crop; yes.

Senator CURTIS. You could make payments on this year's crop?
Mr. MYERS. We could, but we could not stop imports. There would

be, I am quite certain-
Senator CURTIS. You could not stop imports?
Mr. MYFRS. We could not stop imports.
Senator CuRTis. Could you license it or restrict it, in any way?
Mr. MYERS. Well, no, except that Cuban sugar has been stopped by

a law other than the Sugar Act, so that would continue.
There would be, I am quite certain, a snapback in the tariff. I have

forgotten just what that snapback would be.
Senator CURTIS. What do you mean by snapback?
Mr. MYERS. I think an increase in tariff rates becomes automatic the

moment we would stop our quotas. I have forgotten exactly what it
is.

Senator CURTIS. Do you know how significant that would be?
Mr. M YRs. I do not recall exactly what it is. It has been several

years since I worked on it.
Senator CURTIS. And, of course, the results could be, under certain

circumstances, quite chaotic.
Mr. Mx'm. They could if it were over a long period of time or if

there were a belief that Congress were not going to get at it.
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On the other hand, if you are busy holding your hearings and a few
(lays elapse, why, I would say there would not be anything that could
not be repaired.

Senator CURTiS. Just for a few days. In other words if the whole
thing were abandoned and reasonable people did not think there would
be any Sugar Act, that would be it.

Mr. MYERS. It could be disastrous.
Senator CURTIS. If there was a belief, every belief, that it could

be done, but there was a hiatus of hours or (lays, it would not be
significant?

Mr. M1y1 s. Yes, sir.
Senator CuaTrs. That is all Mr, Chairman..
The CHAIRMAN. Senator MRodon.
Senator MORTON. MrSecretary, I am sorry to h1]&you this long.

1 notice in this bill by the House that among bx countries
outside of this hensiphere there is a t~tfd-new quota basio, quota-I
am not speaking now of the Cub n disionL.:.of 181,000 tons That
amount would %ipply three.millsi according tothe colloquy w~o had
this morning. ' ,"

As I understand it, there is noi dipoe ich on th part of the, ad-
ministration to ush for the ereaioi Of 16",QO0 basic tons outside of.
this hemisphre . .A! I

Mr. MtRP iy. There is no dioposition on the part of the adii'.s-
tration, Senitor, to push-for any Ivsid quotas for any countries inside
or outside this hemisphere other than the limited exceptions we have
noted.

Senator Morrom. These were\put in !by thA House. The problem
that we encountered in\ World War II' ih getting enough sugar was
transportation in addition to the pf dcion of sugar. It strike me
as being soimewhat shortsighted, regsrd1ss of bur affection for these
countries, to assign these quotas to such far distant, lands.

But if we goahead and put 161 000 tons of basic quota outside this
hemisphere we are'shortsighted-i have not included the increase in
the quota for the Netherlands because the House has written a strange
bill indeed.

They have increased the quote for the NetherlandK Then the House
put another provision in the bill-that says w6 can accept sugar from
no country that is not self-sufficient, and even though the Netherlands
have been making some use of their 8,700 ton quota they have from
this country, they are not self-sufficient in the production of sugar, as
I understand it. So the House has given them now an increase to
10,000, and in another section they said they cannot ship a pound.
So this, to me, seems to be another thing in the House bill at which
we had better take a rather long look.

My colleague from Illinois has made some very good point& He
certainly has been a keen student of this situation and his questions
to Mr. Myers as to how the sugar economy really works in some of
these countries to the south, some of our friendly neighbors to the
south.

I noticed the House has included here 100,000-tons for the British
West Indies. Frankly, I am a bit more sympathetic to that than I am
some of the others because I understand in the island of Antigua,
there are 4,000 cane farmers, in Barbados, 16,000; in British Guiana,
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1,600. It does not look as good compared to the total number of people
in the sugar industry there and the total quota.

Jamaica, 27,000; St. Lucia, which is a rather small island, 700; and
Trinidad 11,233.

Mr. Myers, do you think those figures are, so far as your knowl-
edge goes, about correct? In these islands are these lands owned
by rather small producers?

Mr. MYERS. It is my understanding that that is correct.
Senator MORTorN. I point this out, and I shall probably reserve the

balance of this discussion for the State Department witnesses who
are to follow, but it is my understanding now that Jamaica and
Trinidad are gaining independence. There is the possibility of at
least threo or four new votes in the Organization of American States
as a result of what may happen in the next year or two in these islands.
I think Senator Douglas, that in these particular islands you will find
that the picture which you developed does not necessarily prevail. I
did not want the discussion left with the thought that everything
in this field was as gloomy as it had been painted, because I think that
in these islands we will find it somewhat different.

I think, Mr. Chairman, any other questions I have had better be
addrewed to the witnesses from the Department of State.

The CHAIRM AN. Mr. Secretary, I wanted to ask several questions in
regard to how the prices are fixea.

The American price, as I understand it, is approximately around 6
cents; is that correct?

Mr. Mfimpi. Yes; it is a little over 6 cents, aromid 6.5.
The CHAIRMAN. Is that delivered? For instance, if you got sugar

from the Philippines, would it be delivered to this country?
Mr. MunPiiY. That is the delivered price in this country.
The ChIAIRMAN. Delivered price?
Mr. MNURPH[Y. Y(eS.
The CHAIRMAN. And then the world price is something less than 3

cents, 2.7 cents?
Mr. MuRPry. That is correct, between 21/ and 3 cents.
The CHA1RM,1AN. Does that fluctuate from year to year?
Mir. MURPiY. Both the American price and world price fluctuate

from year to year and within the year.
The CIIAuiA AN. How do we fix our price here?
Mr. MuRirir. We aim at fixing it, Senator, by regulating the avail-

able supply. The effort is to regulate the supply so as to achieve a
market price, and this is done by-first by an estimate as to the annual
consinption, and then basing the various quotas and allocations on
that estimate, and sometimes adjustments during the course of the
year are required.

Tile CHAIRM1AN. What have been the fluctuations ;- the past few
years?

Mr. MURPHY. I would like to ask Mr. Myers to answer ur t. question.
The CHAIRMAN. I thought it was 5 cents a little time back.
Mr. MURPHY. I do not, think the fluctuations have been that much.

I think the price has ranged between 6 and 61/2 cents, but I am not
clear on it.

Mr. MYERs. Senator, the fluctuation has been very small. Last
year it was just over a half cent. In 1961, a year ago, it was eighty-
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five one-hundredths of a cent and, frankly, it has been less than a cent
a pound every year si nce 1952.

The CRMAN. Do you have any information as ro how much
Castro is getting for his sugar now?

Mr. MnI-ns. Senator, he claims to be getting under his contract with
the Communist countries 4 cents a, pound, as I recall the debates.
However, it is my understanding that that is paid 20 percent in money
and 80 percent in barter of goods nd, of course, if he las to take 80
percent in Communist goods. von would hnuve to know howv the Com-
munists were pricing their gods to know what, if anything, they are
paving him. Some of the sugar has been resold by the Comniminist
countries at prices that indicate they do not think it is worth 4 cents
a pound. It is vastly lower than that.

The CHIAIRMAN. What is your estimate of the loss Cuba, is suffer-
ing every year now 1y reason of the fact that we are not buying sugar
from her ?

Mr. MYERS. Well, certainly they have lost the quota premium that
live paid them of $150 million in the last year we bought sugar from
them, and that was about half the total price paid. They have been
losing certainly $300 million a year from us, I would say, and I might
also add that'they have lost some of their other capitalistic or free
country, markets. So that it runs clearly into the hundreds of mil-
lions of dollars.

The CHAIR-MANT. When Russia buys, does she do it mainly by barter?
Mfr. MYERS. It is my understanding of those contracts th'at they

specified the quantity of sugar to be taken by the Communist Countries
and that Cuba was to be paid 80 percent ini Communist goods and 20
percent in money, in dollars, convertible exchange.

The CIM-MA-,. In American dollars?
Mr. MYERS. Presumably convertible currency, which could be Amer-

ican or other. So that would mean, in other words, that they got 80
cents a hundred ponds in money and the rest in trade goods.

The CHAIR-ArAN. Is any paid for in gold?
Mr. MY Rs. I don't know of any paid for in gold.
Senator BENN.ETrr. I have one question.
Mr. Myers, earlier in the testimony this morning an atteml)t was

made to develop a figure indicating'the increase in the beet sugar
tonnage over the past few years, and its I remeniber, they got a figure
somewhere around 760,000 tons. Do you remember that colloquy?

Mr. MYEtRs. Yes; between Senator Anderson and myself. And, of
course, there las been a rather tremendous increase in the production
of beet. sugar since the war. Senator Anderson was then Secretary
of the Department, as you will recall. Shortly after the war, when
to the best of my recollection, our production of beet sugar was slightly
below a million; and a half tons-you will remember it was very low
during the war. Production has come u ) and, as lie indicated, the
expectation is that the crop now in tlhe ground will probably produce
2,700,000 tons of sugar.

Senator B N-,E'Tr'. Looking at it from the point of view of allot-
meit, and going back to the time when we took away the. Cuban quota
and started on this present program, was it June 1959?

I-Mfr. MIYERS. July 19(0, as I recall, when we stopl)ed taking sugar
from Cuba.
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Senator BENF.NNETT. How much has the beet production increased
in terms of rate or annual rate? Let's take the whole year 1960, if it
is hard to start in July.

Mr. MYERS. This probably will get at the figures, Senator Bennett..
And I will read them in round figures. In 1955 we produced 1,797,000
tons. In 1956 we went up to 1,955,000; in 1957, to 2,066,000; 1958, to
2,240,000; the next year to 2,241,000.

Senator BENNETT. Almost the same?
Mr. MYERS. Almost the same.
And then down to '2,165,000.
Senator BNFNE,,TTr. That is 1960?
Mr. MIYms. That is 1960.
Those are marketing, I am sorry, I thought I was reading the

production, they are marketings.
Senator BEN.NETr. Let's look at the marketing.
Mr. MYERS. In 1961, to continue this, the market ings were 2,607,000.
Senator BENNBTr. Now, let's look at this same list. When did the

domestic beets begin to pick up shares of the deficits in Puerto Rico
and Hawaii?

Mr. MYERS. It came very largely in 1958 and later. That was the
huge year.

Senator BENNETr. Now, can you relute the deficits to these figures
you have. just given me? In other words, how much of this 2,240,000
represented a deficit allotment.?

Mr. MYERS. Senator, I would like to check those figures accurately
and submit them for the record. It is very-there was a very large
deficit, I remember, in 1958, 1959, and 1960. That is what. exhausted
our beet sugar stocks and ran them down so low, that. we had to take
off acreage. controls.

(The following was later received for the record:)
Domestic beet sugar area production, marketings, and sugar marketing quotas,

1955-61

[Short tons, raw value]

_ _ Quota

Year Crop year Market-
production ings Allocation Total final

Basic of deficits adjusted
quota

1955 ------------------------------------ 1, 723,161 1,797,325 1, 8W,000 ------------ 1,800,000
196 . . . . . . . ..------------------------------ 1,964, 757 1,955,252 1,913,952 1,449 1,955,401
1957 -------------------------------------- 2,206,406 2,065,687 1,948,357 122,337 2,070,694
198 ....................................... 2,212,022 2.239,852 1.998,717 293,771 2,292,488
1959 --------------------------------------- 2,298,427 2,241,165 2,043,480 224,185 2,267,665
1960 -------------------------------------- 2,474,665 2,164,692 2,267,301 247,644 2,514,945
1961 -------------------------------------- 2,427,032 2,607,166 2.177,773 431,397 2.609,170

Senator BENNErr. When you made the statement that there was an
increase in this beet sugar allotment or niarketings-and I am not
sure which the statement covered-of something like 760,000 tons over
a period, this included the deficits, did it not?

Mr. MYERS. Yes, definitely so. The opportunity came as a result
of the deficits.

Now, there are two different things here. The deficit is a marketing
limit. The other is production.
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Senator BE.NNRrT. That is right.
Mr. MYERS. Now, last year at this time we all anticipated that there

would be a beet crop of around 2,700,000 tons. Actually it turned
out, as I recall, 2,450,000 tons.

Senator I3ENNErr. That is the production against the marketing of
2,667,000?

Mr. MYERS. 2,607,000, yes.
Senator BENNETr. What will happen when these other offshore

sources of sugar overcome their deficit
Mir. MYERS. Well, if you will let your quotas stand where they are

today, and the offshore areas should again pick up production, of
course you would have to have a very drastic cutback in both beets and
mainland cane production.

Senator BENNETT. What is the effect of this bill on the situation?
Mr. MYERS. The effect of this bill, sir, would be to let the beet area

pass on forward without a cutback, certainly without a substantial
cutback in production. And we would hope that mainland cane also
Would be able to continue with substantially present acreage, maybe a
moderate cutback, but not a disastrous one.

Senator BENNLTT. The deficit would come out of the irwth. then.
if these other offshore countries should suddenly have a good crop and
no deficit, the effect of this would be to-

Mr. MuRHY. This would have no effect on the mainland quotas on
beets?

Mr. MYiERs. That is correct. Secretary Murphy called attention
to a very important point. This bill not only increases the current
basic quota and the growth factor, but it says that any future deficit
would be to foreign countries and not be reallocated to other domestic
areas.

Mr. Mumimy. That is to say, any deficit in the Puerto Rico and/or
the Hawaiian quotas would be filled by imports.

Senator BENNETT. In the future?
Mr. Mumr y. In the future.
Senator BENNEr. Then the domestic operators have given up in

this bill their right to increase their marketings if there are deficits
in these two domestic cane-producing areas?

Mr. MYERS. That is right, they have given up the uncertainly of
deficits for a certainty of something that. will let them continue where
they were with a modest growth hereafter.

Senator BENNETT. But, looking back at these growth figures, these
figures have been created not by increases in firm allotments, but by
the right they had to pick up the deficits?

Mr. MYERs. Yes, Senator. And that is exactly why we ran out of
controls, we had not been able to forecast them, we didn't know that
these deficits were coming, and all of a sudden they hit us, we ran out
of sugar and we had to take off acreage controls.

Senator BENNE 17. Thank you very much, Mr. Chairman.
Senator CARLSON. I have jist one question on this.
Senator Bennett has got into a discussion here about what happens

to allocations. And I am looking now at page 2 of the House report,
where they have a table which shows the domestic beet sugar, main-
land cane sugar, 1Iawaii, Puerto Rico, and the Virgin Islands, with
a total under the present legislation of 5,186,500 tons. In the House
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bill that is 5,810,000 tons. The question I want to ask is this: If it
develops that these quotas are not fully used in the domestic, the cane
or these other areas, will those quotas not be allocated to other foreign
producers Can they not be, and will they not be?

Mr. MYERS. Uiderlthe proposed legislation-
Senator CARLSON. Assuming that we don't use them, or any of these

people, can you not assign them to other countries?
Mr. MIYERS. In both the House and the Senate bills, Senator, the

future deficits would be filled by foreign countries, imports from for-
eign countries, and not be reallocated to other domestic producers.

Senator (tRIsox. In other words, if we do not use them, we not
only lose them but they are allocated to other countries?

Mr. MYERS. Just on this temporary 1-year basis.
Senator JIENNE'rr. On a year-to-year basis?
Mr. MYERs. Not on a permanent basis.
Senator CARLSON. Thank you very much.
Senator Cuirris. Just one brief question, Mr. Chairman.
Mr. Myers, what is the average production of sugarbeets per acre?
Mr. MYERs. I would rather state it in terms of beet sugar, if you

.don't mind, Senator. It is about 21/2 tons of beet sugar per acre.
Senator CURTIS. And approximately how ,nany beets is that, how

many tons of beets? The sugar content will vary.
Mr. I)-ERs. About 17 tons on the average, I think obout 17 tons of

beets.
Senator Curris. And in producing areas what is the high and what

is the low?
Mr. MIERS. Senator, they used to go all the way from seven up to

the twenties, occasionally tip into the thirties. Most of our producing
areas have ranged, I would say at the current time, from around 12-
to 20-odd tons per acre.

Senator CURTIS. A low of 12 and a high of 20?
Mr. MYERS. That is about right.
Senator CURTIS. That is exclusive of little patches.
Mr. MYERS. That is right, that is for big major producing areas,

generally a lower average yield in the rainfall districts, a higher
average'yield in the irrigated districts.

Senator CURTIS. The irrigated districts run higher?
Mr. MYERS. Run higher in yields per acre; yes, sir.
Senator Cun'is. And what type of acre runs the highest in sugar

tonnage, the irrigated or the nonirrigated?
Mr. MYERS. I don't know of any difference there, Senator. I think

it would be, more a matter of climate.
Senator Cuirris. A little seasonal fluctuation?
Mr. MYERS. A very great seasonal fluctuation, a rather significant

.one, yes.
Senator CURTIS. That is all.
The CI 1AIl3RAxN. Thank you very much, gentlemen.
(The bill, S. 3"290, previously referred to follows:)

(S. 3290, 87th Cong., 2d seas.]

A BILL To amend and extend the provisions of the Sugar Act of 1948, as amended

Be it enacted by the Senate and House of Representatives of the United States
of America in ongren8 assembled, That this Act may be cited as the "Sugar Act
Amendments of 1962".



SUGAR ACT AMENDMENTS OF 1962

SEC. 2. Section 201 of the Sugar Act of 1948, as amended, Is amended as
follows: by striking out of the last sentence thereof, all of the language follow-
ing the phrase "in addition to the consumption, inventory, population, and de-
mand factors above specified and the level and trend of consumer purchasing
power," and by adding after such phrase the following language: "shall take
into consideration the relationship between the price for raw sugar that he
estimates would result from such determination and the parity index, as com-
pared with the relationship between the average price of raw sugar during the
three-year period 1957, 1958, and 1959, and the average of the parity indexes
during such three years, with the view to attaining generally stable domestic
sugar prices that will carry out over the long term the price objective previously
set forth in this section. The term 'parity index' as used herein shall mean such
Index as determined under section 301 of the Agricultural Adjustment Act of
1938, as amended, and as published monthly by the United States Department of
Agriculture."

Sac. 3. Section 202 of such Act is amended to read as follows:
"Sac. 202. Whenever a determination is made, pursuant to section 201, of the

amount of sugar i'eeded to meet the requirements of consumers, the Secretary
shall establish quotas, or revise existing quotas-

"(a) (1) For domestic sugar-producing areas, by apportioning among such
areas five million eight hundred and ten thousand short tons, raw value, as
follows :

Short tons,
"Area raw value

Domestic beet sugar -------------------------------------------- 2, 650, 000
Mainland cane sugar -------------------------------------------- 895, 000
Hawaii --------------------------------------------------------- 1,110,000
Puerto Rico ----------------------------------------------------- 1,140,000
Virgin Islands -------------------------------------------------- 15, 000

Total ----------------------------------------------------- 5,810,000
"(2) (A) To the above total of five million eight hundred and ten thousand

short tons, raw value, there shall be added an amount equal to 63 per centum
of the amount by which the Secretary's determination of requirements of con.
sumers in the continental United States for the calendar year exceeds nine
million seven hundred thousand short tons, raw value. Such additional amount
shall be apportioned between the domestic beet sugar area and the mainland cane
sugar area on the basis of the quotas for such areas established under paragraph
(1) of this subsection and the amounts so apportioned shall be added to the
quotas for such areas.

"(B) Whenever the production of sugar in Hawaii, Puerto Rico, or in the
Virgin Islands in any year subsequent to 1961 has exceeded the sum of the quota
for such area for such year established under paragraph (1) of this subsection
and the quota, if any, established under section 203 for such area, the quota
for the immediately following year established for such area under paragraph
(1) of this subsection shall be Increased to the extent of such excess produc-
tion: Provided, That in no event shall the quota for Hawaii, Puerto Rico, or
the Virgin Islands, as so increased, exceed the quota which would have been
established for such area at the same level of consumption requirements under
the provisions of section 202(a) of the Sugar Act of 1948, as amended, in effect
immediately prior to the date of enactment of the Sugar Act Amendments of 1962.

"(b) For the Republic of the Philippines, In the amount of nine hundred and
fifty-two thousand short tons of sugar as provided under section 201 of the IPhil-
ippine Trade Agreement Revision Act of 1951'.

"(c) (1) For the six-month period ending December 31, 1962, for foreign coun-
tries other than the Republic of the Philippines an amount of sugar, raw value,
equal to the amount determined pursuant to section 201 less the sum of (I) the
quotas established pursuant to subsections (a) and (b) of this section, (ii) the
amount of nonquota purchase sugar authorized for importation between January
1 and June 30, 1962, inclusive, pursuant to Sugar Regulation 820, and (l1l) the
quotas for foreign countries other than the Republic of the Philippines estab-
lished by Sugar Regulation 811 for the six-month period ending June 30, 1.962.

"(2) For the calendar year 1963 and for each subsequent year, for foreign
countries other than the Republic of the Philippines, an amount of sugar, raw
value, equal to the amount determined pursuant to section 201 less the sum of
the quotas established pursuant to subsections (a) and (b) of this section.
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"(3) (A) The quotas for foreign countries other than the Republic of the Phil-
ippines determined under paragraphs (1) and (2) of this subsection, less seven
hundred and nine short tons, raw value, for 1962 and less fourteen hundred and
sixteen short tons, raw value, for 1963 and each year thereafter, shall be prorated
among such countries on the following basis:

"Country
Cuba ---------------------------------------------------------- 88.85
Peru --------------------------------------------- 3.73
Dominican Republic ---------------------------------------------- 3.31
Mexico ----------------------------------------------------------- 2.75
Nicaragua -------------------------------------------------------. 54
Haiti ----------------------------------------------------------- .26
Netherlands ------------------------------------------------------. 14
China -----------------------------------------------------------. 14
Panama ---------------------------------------------------------. 14
Costa Rica -------------------------------------------------------. 14

Total --------------------------------------------------- 100.00
"(B) For the six-month period ending December 1962, Canada, United King-

dom, Belgium, British Guiana, and Hong Kong shall be permitted to import into
the continental United States the amount of sugar allocated to each in Sugar
Regulation 811, issued December 11, 1961 (26 F.R. 11963). For the calendar
year 1963 and for each subsequent year, Canada, United Kingdom, Belgium,
British Guiana, and Hong Kong shall be permitted to import into the continental
United States a total of fourteen hundred and sixteen short tons of sugar, raw
value, which amount shall be allocated to such countries in amounts as specified
in Sugar Regulation 811, as amended, issued March 31, 1961 (26 F.R. 2774).

"(4) Notwithstanding the provisions of paragraph (3) of this subsection,
whenever the United States is not in diplomatic relations with any country
named in paragraph (3) of this subsection and during such period after resump-
tion of diplomatic relations as the Secretary determines is required to permit an
orderly adjustment in the channels of commerce for sugar, the proration or
allocation provided for in paragraph (3) of this subsection shall not be made to
any country with which the United States is not in diplomatic relations, and a
quantity of sugar not to exceed an amount equal to the proration or allocation
which would have been made but for the provisions of this paragraph, may be
authorized for purchase and importation from foreign countries, except that all
or any part of any amount so determined need not be purchased from any country
with which the United States is not in diplomatic relations, or from any country
designated by the President whenever he finds and proclaims that such action
is required in the national interest.

"(5) Sugar authorized for purchase pursuant to paragraph (4) of this sub-
section shall be raw sugar, except that (I) sugar testing in excess of ninety-nine
degrees polarization may be authorized for purchase to be further refined or
improved in quality in the United States, and (ii) if the Secretary determines
that raw sugar is not reasonably available, lie may authorize for purchase for
direct consumption such quantity of sugar as he determines may be required to
meet the requirements of consumers in ti United States.

"(d) Whenever in any year any foreign country with a quota or proration
thereof of more than ten thousand short tons, raw value, fails to fill such quota
or proration by more than 10 per centum and at any time during such year the
world price of sugar exceeds the domestic price, the quota or proration thereof
for such country for subsequent years shall be reduced by an amount equal to
the amount by which such country failed to fill its quota or proration thereof,
unless the Secretary finds that such failure was due to crop disaster or force
majeure or finds that such reduction would be contrary to the objectives of this
Act. Any reduction hereunder shall be prorated in the same manner as deficits
are prorated under section 204."
SFc. 4. Section 204 of such Act Is amended to read as follows:
"SEC. 204. (a) The Secretary shall from time to time determine w-ither, in

view of the current inventories of sugar, the estimated production from the
acreage of sugarcane or sugarbeets planted, the normal muarketings within a
calendar year of new-crop sugar, and other pertinent factors, any area or coun-
try will be unable to market the quota or proration for such area or country. If
the Secretary determines that any domestic area or foreign country will be un-
able to market the quota or proration for such area or country, he shall revise
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the quota for the Republic of the Philippines and the prorations for foreign
countries named in section 202(c) (3) (A) by prorating an amount of sugar equal
to the deficit so determined to such countries without a deficit on the basis of
the quota for the Republic of the Philippines and the prorations for such coun-
tries then in effect: Provided, That no part of any such deficit shall be prorated to
any country not in diplomatic relations with the United States. If the Secre-
tary determines that any foreign country will be unable to fill its share of any
deficit determined under this section, he may apportion such unfilled amount
on such basis and to the Republic of the Philippines and such other foreign coun-
tries named in section 202(c) (3) (A) as he determines is required to fill any such
deficit: Provided, That no such apportionment shall be made to any foreign
country not in diplomatic relations with the United States. If the Secretary
determines that neither the Republic of the Philippines nor the countries named
in section 202(c) (3) (A) can fill all of any such deficit whenever the provisions
of section 202(c) (4) apply, he shall add such unfilled amount to the quantity
of sugar which may be purchased pursuant to section 202(c) (4), and whenever
section 202(c) (4) does not apply he may apportion such unfilled amount on such
basis and to such foreign countries in diplomatic relations with the United
States as he determines is required to fill such deficit.

"(b) The quota established for any domestic area or the Republic of the
Philippines under section 202 shall not be reduced by reason of any determination
of a deficit existing in any calendar year under subsection (a) of this section."

SEC. 5. Section 206 of such Act is amended to read as follows:
"SEC. 206. The sugar or liquid sugar in any product or mixture, which the

Secretary determines Is the same or essentially the same in composition and use
as a sugar-containing product or mixture which was imported into the United
States during any three or more of the five years prior to 1960 without being
subject to a quota under this Act, shall not be subject to the quota and other
provisions of this Act, unless the Secretary determines that the actual or pros-
pective importation or bringing Into the United States or Puerto Rico of such
sugar-containing product or mixture will substantially interfere with the attain-
ment of the objectives of this Act: Provided, That the sugar and liquid sugar in
any other product or mixture imported or brought into the United States or
Puerto Rico shall be subject to the quota and other provisions of this Act unless
the Secretary determines that the actual or prospective Importation or bringing
in of the sugar-containing product or mixture will not substantially interfere
with the attainment of the objectives of this Act. In determining whether the
actual or prospective importation or bringing into the United States or Puerto
Rico of any sugar-containing product or mixture will or will not substantially
interfere with the attainment of the objectives of this Act, the Secretary shall
take into consideration the total sugar content of the product or mixture in rela-
tion to other Ingredients or to the sugar content of other products or mixtures
for similar use, the costs of the mixture in relation to the ccAts of its lngredeuta
for use in the United States or Puerto Rico, the !-resent or pruspective volume
of importations relative to past importations, and other pertinent information
which will assist him in making such determination, Determinations by the
Secretary that do not subject sugar or liquid sugar in a product or mixture to a
quota, may be made pursuant to this section without regard to the rulemaking
requirements of section 4 of the Administrf.tive Procedure Act, and by address-
ing such determinations in writing to named persons and serving the same upon
them by mail. If the Secretary has reason to believe it likely that the sugar
or liquid sugar in any product or mixture viii be subject to a quota under the
provisions of this section, he shall make any determination provided for in this
section with respect to such product or mixture in conformity with the rule-
making requirements of section 4 of the Adninistrative Procedure Act."

SEc. 6. Section 207 of such Act Is amended to read as follows:
"SEC. 207. (a) The quota for IHawali established under section 202 for any

calendar year may be filled by direct-consumption sugar not to exceed an amount
equal to 0.342 per centum of the Secretary's determination for such year issued
pursuant to section 201.

"(b) The quota for Puerto Rico established under section 202 for any calen-
dar year may be filled by direct-consumption sugar not to exceed an amount
equal to 1.5 per centum of the Secretary's determination for such year issued
pursuant to section 201: Provided, That, one hundred and twenty-six thousand
and thirty-three short tons, raw value, of such direct-consumption sugar shall
be principally of crystalline structure.
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"(c) None of the quota for the Virgin Islands for any calendar year may
be filled by direct-consumption sugar.

"(d) Not more than fifty-six thousand short tons of sugar of the quota for
the Republic of the Philippines for any calendar year may be filled by direct-
consumption sugar as provided under section 201 of the Philippine Trade Agree-
ment Revision Act of 1955.

"(e) (1) Not tiore than two hundred and fifty thousand short tons, rawv value,
of sugar of prtoraltion established for Cuba under section 202(c) (3) for any
calendar year may l)e filled by direct-consumption sugar subject to the provisions
of paragraph (4) and (5) of section 202(c).

"(2) The proration established for each foreign country, except Cuba, which
receives a proration of more than tvn thousand short tons, raw value, under
section 202(c) (3), may be filled by direct-consumption sugar to the extent of
the quantity determined by prorating among such countries, in the same ratio
that each country's proration bears to the total of the prorations for such coun-
tries, the quantity determined by applying 1.36 per centum to the quotas for for-
eign countries established under paragraph (1) or (2) of section 202(c). The
proration or allocation established for each foreign country which receives a
proration or allocation of ten thousand short tons. raw value, or less under sec-
tion 202 (c) (3), may be filled by direct-consumption sugar.

"(f) This section shall not apply with respect to the quotas established under
section 203 for marketing for local consumption in Hawaii and Puerto Rico.

"(g) The direct-consumption portions of the quotas established pursuant to
this section, and the enforcement provisions of title I applicable thereto, shall
continue in effect and shall not be subject to suspension pursuant to the provi-
sions of section 408 of this Act unless the President acting thereunder specifically
finds and proclaims that a national economic or other emergency exists with
respect to sugar or liquid sugar which requires the suspension of direct-consump-
tion portions of the quotas."

SEc. 7. Section 208 of such Act is amended to read as follows:
"SEC. 208. A quota for liquid sugar for foreign countries for each calendar

year is hereby established as follows: 2,000,0) gallons of sirup of can juice
of the type of Barbados molasses, limited to liquid sugar containing soluble non-
sugar solids of more than 5 per centum of the total soluble solids, except that
the President is authorized to prohibit the importation of liquid sugar from any
foreign country which he shall designate whenever he finds and proclaims that
such action is required by the national interest."

SEc. S. Section 209 of such Act is amended (1) by inserting before the last
three words of subsection (a) the words "or proration"; (2) by inserting after
the word "proration" in subsection (d) the words "or allocation" and by striking
the periodi at the end of subsection (d) and inserting a semicolon in lieu thereof;
and (3) by adding a new subsection (e) to read as follows:

"(e) From bringing or importing into the Virgin Islands for consumption
therein, any sugar or liquid sugar produced from sugarcane or sugarbeets grown
in any area other than Puerto Rico, Hawaii, or the continental United States."

Stc. 9. (a) Section 211(a) of such Act is amended by striking out the first
two sentences thereof.

(b) Section 211 (c) is amended to read as follows: "The quota established for
any domestic sugar-producing area may be filled only with sugar or liquid sugar
produced from sugarbeets or sugarcane grown in such area."

SEc. 10. A new section 213 is added and inserted immediately after section
212 of such Act follows :

""F:c. 213. (a) An import fee established as provided in subsection (b) of this
section shall be paid to the United States as a condition for importing
into the continental United States sugar purchased pursuant to paragraph
(4) of section 202(c) of this Act. Such fee shall be paid by the person
applying to the Secretary for entry and release of sugar. Such payment shall be
mnade in accordance with regulations promulgated by the Secretary.

"(b) Whenever the Secretary determines that the currently prevailing price
for raw sugar for the United States market exceeds the market price which
lie determines, from available information, prevails for raw sugar of foreign
countries which may be imported into the continental United States pursuant to
paragraph (4) of section 202(c), lie shall establish an import fee In such
amount as lie determines from time to time will approximate the amount by which
a domestic price for raw sugar. at a level that will fulfill the domestic price
objective set forth In section 201, would exceed the market price for raw sugar
(adjusted for freight to New York. and imost-favored-nation tariff) of foreign
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countries which may be imported into the continental United States pursuant to
paragraph (4) of section 202(c). Such fee shall be imposed on a per-pound, raw
value, basis, and shall be applied uniformly to sugar purchased pursuant to para-
graphs (4) and (5) of section 202(c).

"(c) As a condition for importing sugar into the continental United States
pursuant to paragraph (3) of section 202(c) and section 204(a) of this Act, an
import fee shall be paid to the United States during the years 1962, 1963, 1964,
1965, 1966, and succeeding years, which fee in each such year shall be respectively
20, 40, 60, 80, and 100 per centunt of the amount which the Secretary determines
from time to time will approximate the amount by which a domestic price for raw
sugar, at a level that will fulfill the domestic price objective set forth in section
201 would exceed either the prevailing market price for raw sugar (adjusted for
freight to New York, and most-favored-nation tariff) of foreign countries which
may be imported into the continental United States pursuant to paragraph (4)
of section 202(c), or whenever paragraph (4) of section 202(c) des not apply,
the prevailing world market jirice for raw sugar (adjusted for freight to New
York, and most favored-nation-tariff). The fee provided for in this paragraph
shall be imposed (in a per pound, raw value, basis, and shall he applied uniformly,
except that the import fee imposed on ny direct-consumltion sugar during the
years 1962, 1063, 1964, 1965, 1966, and succeeding years shall be respectively
0.2, 0.4, 0.6, 0.S, and 1 cent per pound more than the import fee imposed on raw
sugar under this paragraph.

"(d) The funds collected as import fees by the Secretary pursuant to tile pro-
visions of this section shall be covered into the Tieasury as miscellaneous re-
ceipts."

SEc. 11. (a) Section 301(b) of such Act is amended by striking out the lan-
guage "in excess of the proportionate share for the farm, as determined by the
Secretary" and inserting in lieu thereof the language "in excess of the propor-
tionate share for the farm, if farm proportionate shares are determined by
the Secretary".

(b) Section 302(a) of such Act is amended by striking out the language "for
the farm, as determined by the Secretary," and inserting in lieu thereof the
language "for the farm, if farm proportionate shares are determined by the
Secretary,".

(c) Section 302(b) of such Act is amended by striking out the first sentence
thereof and inserting in lieu thereof the following:

"Whenever the Secretary determines that the production of sugar from any
crop of sugarbeets or sugarcane will be greater than the quantity needed to
enable tile area to meet the quota, and provide a normal carryover inventory, as
estimated by the Secretary for such area for the calendar year during which
the larger part of the sugar from such crop normally would be marketed, he
shall establish proportionate shares for farms in such area as provided in this
subsection. In determining the proportionate shares with respect to a farm, the
Secretary may take into consideration the past production on the farm of sugar-
beets and sugarcane marketed (or processed) for the extraction of sugar or
liquid sugar within proportionate shares when In effect, and the ability to pro-
duce such sugarbeets or sugarcane. The Secretary may also in lieu of or in
addition to the foregoing factors, take into consideration with respect to the
domestic beet sugar area the sugarbeet production history ef the person who
was a farm operator in the base period, in establishing farm proportionate shares
in any State or substantial portion thereof in which the Secretary determines
that sugarbeet production is organized generally around persons rather than
units of land, other than a State or substantial portion thereof wherein personal
sugarbeet production history of farni operators was not iised generally prior
to 1962 in establishing farm proportionate shares. In establishing proportionate
shares for farms in the domestic beet sugar area. the Secretary may first allocate
to States (except acreage reserved) the total acreage required to enable the area
to meet its quota and provide a normal carryover inventory (hereinafter referred
to as the 'national sugarbeet acreage requirement') on the basis of the acreage
history of sugarbeet production mid the ability to produce sugarbeets for ex-
traction of sugar In each State. 'In determining farm proportionate shares, the
Secretary shall, insofar as practicable, protect the interests of new producers
and small producers n11d the interests of producers who are cash tenants, share
teamts, adherent planters, or sharecroppers and of the producers in any jocal
producing area whose past production has been adversely, seriously, and gen-
erally affected by drought, storm, flood, freeze, disease, insects, or other similar
abnormal and uncontrollable conditions. In order to make available acreage for
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growth and expansion of the beet sugar industry, the Secretary, in addition
to protecting the interest of new an(i small producers by regulations generally
similar to those heretofore promulgated by him pursuant to this Act, shall re-
serve each year from the national sugarbeet acreage requirement established by
him not in excess of the acreage required to yield fifty thousand short tons, raw
value, of sugar. The acreage so reserved shall be distributed on a fair and
reasonable basis to farms without regard to any other acreage allocations to
States or areas within States determined by him. The allocation of the na-
tional sugarbeet acreage requirement to States for sugarbeet production, as
well as the distribution of the sugarbeet acreage reserve, shall be determined by
the Secretary after investigation and notice and opportunity for an informal
public hearing."

SEC. 12. Section 404 of such Act Is amended by inserting ", fees" after the word
"penalties" in the second sentence thereof.

SEC. 13. Section 408 of such Act is amended by striking out "(a)" at the
beginning thereof and by striking out all of subsection (b) thereof.

SEc. 14. Section 412 of such Act (relating to termination of the powers of the
Secretary under the Act) Is amended by striking out "1962" in each place it
appears therein and Inserting In lieu thereof "1967".

SEC. 15. Section 413 of such Act (relating to the effective date of the Sugar
Act of 1948 and the termination of the powers of the Secretary under the Sugar
Act of 1937) is repealed.

SEC. 16. (a) Section 4501(c) (relating to termloatlon of taxes on sugar) of
the Internal Revenue Code of 1954 is amended by striking out "1962" in each
place it appears therein and inserting in lieu thereof "1967".

(b) Section 6412(d) (relating to refund of taxs on sugar) of the Internal
Revenue Code of 1954 Is amended by striking out "1962' and Inserting in lieu
thereof "1967" and by striking out "1963" and inserting in lieu thereof "1968".

SEC. 17. Except as otherwise provided, the amendments made hereby shall
become effective January 1, 1962, except that section 5 and section 10 shall each
become effective upon the date stated in regulations implementing each of such
sections and published In the Federal Register, or sixty days after the date of
enactment of this Act, whichever Is earlier.

The CHAIR-HA . The next witness is the Honorable G. Griffith
Johnson, Assistant Secretary, Bureau of Economic Affairs, Depart-
ment of State, and Mr. Edwin M. Martin.

Will you proceed, Mr. Johnson ?

STATEMENT OF HON. 0. GRIFFITH JOHNSON, ASSISTANT SECRE-
TARY, BUREAU OF ECONOMIC AFFAIRS, DEPARTMENT OF
STATE; ACCOMPANIED BY EDWIN M. MARTIN, ASSISTANT SECRE-
TARY, BUREAU OF INTER-AMERICAN AFFAIRS; AND PAUL R
CALLANAN, COMMODITIES DIVISION

Mr. Joix-soN. Mr. Chairman, I appreciate this opportunity to pre-
sent to you the views of the Department of State on the proposal for
new sugar legislation. Here with me is my predecessor, Mr. Martin,
now the Assistant Secretary for Inter-American Affairs, and also Mr.
Paul Callanan of my office.

We would like generally to associate ourselves with the fine state-
ment of Secretary Murphy, and we should like to make clear at the
beginning that we support the bill proposed by the President and
vigorously oppose those provisions of h1.R. 12154 as passed by the
House which relate to foreign imports. It is our firm belief that these
rovisions are contrary to the foreign policy interests of the United
tates.
Our first objection is to the emasculation of the former Cuban quota.

The President's bill. after taking into consideration increases in
domestic quotas, establishes the former Cuban quota at about 2,600,000
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tons. The House bill further reduces this quantity to 1.5 million
tons by allocating 1.1 million toins to 25 other foreign countries. The
Department of State considers it of critical importance that the former
Cuban quota not be reduced below the 2,600,000-ton figure.

We must. look forward to the day when Cuba returns to tLe family
of Western nations. We must provide all the inducement we can to
have this event occur as soon as possible. By reducing Cuba'spoten-
tial opportunity to trade with the United States, we would only
strengthen Castro's position in Cuba and discouragee those forces ol1-
posed to him. The reduction contained in the House bill would serve
to support Castro's contention that Cuba's future lies with the Com-
munist bloc. To repeat, therefore, I strongly urge that the former
Cuban quota not be scatterd l)iecemeal to a large number of foreign
countries, but retaine(l intact as an open invitation for Cuba to return
to the West.

The second point I wish to emphasize is the iml)ortance of the coii-
cept contained in the President's bill of maintaining the former Cuban
quotas on a global basis without premiums-and of rejecting the pro-
visions of the House bill which establishes new- quota allotments.
Theso quotas would be substantially increased by the House bill.
Fourteen new countries would be given basic quotas. The vested
interests thus created would prove difficult if not impossible to with-
draw later without a severe impact on our relations with these coun-
.ries. It is our position that the former Cuban quota after allowing
for the increases in domestic quotas should be put entirely on a global
basis. That is, it should be made available to all friendly countries
on a nondiscriminatory first-come first-served basis. It is only in this
way that the door can be held open for Cuba to regain on a freely com-
petitive basis its former position in the U.S. market

As an integral part of a global quota system, we recommend that
we stop paying foreign suppliers a premiunu price for sugar imported
into the Uniited States. The President's bill proposes that the present
basic quotas of foreign countries be retained at their present levels.
The l)remium l)rice paid on the former Cuban quota would and should
be eliminated immediately. With the exception of the Philippines,
the premium price now paid to other foreign countries would be re-
(luced gradually over a 5-year period. The premium price should be
removed on tle former Cuban quota and eliminated gradually on
other basic quotas by imposing a fee which would be approximately
equal to tile amount by which our domestic sugar l)rice exceeds the
foregin market price for sugar. This fee would eliminate, substan-
tially all the subsidy or price incentive which now stimulates foreign
comit ries to struggle so desperately for a sugar quota in the U.S. mar-
ket and which arouses such high emotions and disappointments.

There is no justification for continuing to subsidize foreign sugar
prodlucers in order to assure adequate sugar supplies. The United
States is heavily dependent upon foreign sources for a wide range of
iil(ltlstrial raw materials and foodstuffs, yet has not found it neces-
sarv to subsidize foreign production to assure that our import require-

menlts are met.
fiiterrul)tion of the sugar trade with Cuba provides an opportunity

to put an end to an import subsidy system which no longer serves its
original purpose. Cuba had a significant economic interest in the

85601-62-7
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I-ice premium as its quota was over 3 million tons. Aside from the
hilippines, where we are bound by treaty to accord special treatment

to sugar imports, the vested interests of all other countries-14 in
number, that is, the existing vested interests-amount to only 280,000
tons, and the total quota premium to these 14 countries in the last
normal ear-1959-was worth about $13 million. If this premium
were to caPhased out over a 5-year period, these countries should beable to adjust to this small change in their export earnings without

serious difficulty.
We have aidprograms today to direct resources on the basis of

need. Aid through a sugar program does not assure that resources
are going to the right places or in the right amounts. In the absence
of any objective standards that can be consistenely applied, quotas
must be doled out on a basis that need bear little relation to needs or
to efficiency in production. The temporary allocations made over the
past 2 years to replace Cuban supplies have encouraged sugar ex-
pansion in some countries, not because of any inadequacy of world
sugar supplies, but solely in anticipation of receiving permanent
quotas in the United States for premium-priced sugar.

The need to allocate valuable quota privileges among competing
foreign claimants creates political problems of the most difficult kind.
Virtually every cane sugar producing country in the world and many
of the beet sugar producing countries in Western Europe are seeking
quotas. In presenting and carrying out a long-term sugar policy,
the administration should not have to take a position favoring some
friendly countries over others. We make no friends in this process.
Even those who receive a quota complain of its inadequacy, and criti-
cize us for favoring others with larger quotas. Already complaints
are coming in from foreign countries complaining about the quota
provisions of the House bill. A global quota system would eliminate
the necessity for choosing among the numerous claimants for the
Cuban quota.

We are also gravely disturbed by the provisions of H.R. 12154 which
completely eliminate the refined sugar quota amounting to 375,000
tons, which formerly was assigned to Cuba. The executive branch,
after discussions with domestic sugar interests, proposed a reduction
to 250,000 tons. We believe this quantity, which at best is only a
token amount, compared to our total imports of raw sugar, should be
permitted to enter the United States in refined form. A complete
,limination of the opportunity to sell even small quantities of reined
sugar to the United States would be indefensible in the eyes of those
countries which look forward to some diversification in their trade
with the United States.

Further, the Department of State considers that the provisions
of section 12 of H.R. 12154 represent an undesirable use of our power
to allocate import quotas to affect the behavior of other governments.
However, with the elimination of the premium quota concept as pro-
posed in the President's bill, the provisions of section 12 would auto-
matically lose their effectiveness. Even so, the inclusion of coercive
provisions of this kind in this legislation is, in the Department's view,
unwise and unwarranted.

Finally, Mr. Chairman, we should also like to express our view that
section 18 in the House bill is an undesirable method of handling the
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particular situation which developed in the Dominican Republic. The
Department feels that it would be wiser to handle this particular situ-
ation through the aid program rather than by appropriating money
directly to the sugar companies who supplied this amount of nonquota
sugar.

That completes my statement, Mr. Chairman.
The CHAIRMAN. Mr. Johnson, as I understand it, you favor abolish-

ing subsidies for sugar.
Mr. JoHNsoN. In the purchase of imported sugar, yes, sir, except

for the Philippines and the phasing out of the existing quotas.
The CHAIRM AN. And then you would buy it at the world price?
Mr. JOHN.SON. That is correct
The CHAIRMAN. W saout one-half of wkat..ou have been

paying?
Mr. JovrNsoN. Th is the relationship, at the moment;,? sir.
The CHAIRMAN. nd you wouldn't byanysugar at 6 celkts?
Mr. JouNsoN. except in tljj&6se off the hilhppines and ii the

case of those c ntries wieh hol small) quotas under the exi ting
act, that is cor ct. f | '11 .

The CHAIR AN. I haVe alwjiy , I6~~s T if y hi pa vre alays6 ceons abolishingg tl e sugar s b-
sidy, but. if Y u pay 6 cents in t hppi ani 3 c nts in ot er.
areas, how in ch do you finally .!ge the con iurer her? How 4o
you work th t? t" e-.  [ lip-in..... \ ,
Mr. JOHN w. Well th e ee een tl i, whi

is roughly mparable, to the mestI d p ic- I would be covered by a
fee, an impotmf e woul ttach to he oer imports-of sugar.

he CHAIAN. Wo Id yo attempt tohol terie now to th se
that purchase ugar in tis ountry,-k

Mr. Jon 'so . The price of sugar n is co ntry wo Id basic lly
be determined b the supply arrapgeihents esta wished ,,y the De art-
ment of Agricul tre. And he world p ice uuld1 relate -the
imports of sugar would comV-in-atthe orld crfre, but w ld sell
domestically at the 1mestic price. k
The CHAIRMAN.• I~d that reduce the price of gar to the

consumer I
Mr. JOHnSON. I would not taicate that "t:wofl d, because basic-

ally the domestic price of retail isug s-n the supply.
The CHAIRMAN. If you paid 8 cents instead of 6, why wouldn't you

make a saving somewhere along the line?
Mr. JoHNsox. The saving would go to the Treasury.
The CHAIRMAN. How much saving would there be to the Treasury?
Mr. JOHNSON. Well, under present circumstances with the present

relationship of prices there would immediately in the first year be a
saving in the area of about $135 or $140 million.

The CHAIRMAN. But there would be no difference in the consumer's
price?

Mr. JOHNSON. No difference, sir.
The CHAIRMAN. The big users of sugar like Coca-Cola will pay

what they pay now?
Mr. Jo-HNsoN. That is correct.
The CO xAm. And the housewife will pay the same
Mr. JoHNson. That is correct.
The CAImaNm. And you figure there will be a saving of about

$135 million, is that the figure ?
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Mr. Jon.NsoN. That is correct.
The CH1AIa3R.-AN. Which would go into the U.S. Treasury, is that it?
Mr. Jonisox. Yes. The saving, of course, would be determined

by the gap between the world price and the domestic price. And that
varies from time to time.

The CHAIRMAN. How will it affect the beet sugar people? Is the
price fixed so that they will get paid on the basis of--

Mr. JoHNsoN. This would have no effect on the payments to the
domestic sugar producers.

The CHAIRMA\N. They would get paid on the basis of 6 cents, then?
Mr. Jo-NsoxN. Yes.
Senator BEN -xErr. And the cane sugar in Louisiana and Florida and

Hawaii and Puerto Rico.
The CHArrtMAN. It looks a little complicated to me. You are buy-

ing in some countries at 3 cents and in others at 6.
Senator MORTON. He used the word "premium" instead of "sub-

sidy." There is a little difference between "premium" and "subsidy."
You eliminate the premium.

The CHIAIRMAN. You said "subsidy" in one place?
Mr. JOHNSON. That is right. Sometimes it is called "subsidy" and

sometimes "premium" and sometimes "price incentive."
The CHAIRMAN. Some on the committee specially don't like the word

"subsidy." That is what I used in connection with this 8-percent
credit, and it created quite an argument.

Senator Douglas.
Senator DOUGLAS. Mr. Johnson, I want to congratulate you and the

State Department on the position which you take this year. I hope
you will forgive me if I say that this is a very welcome change from
the position which you took last year.

Now, I am well aware of the fact that the head of the Latin Ameri-
can Division last year was another man, I believe another man in a
double sense, Mr. Thomas Mann, not the novelist but the Foreign
Service officer.

Senator BENNErr. Ambassador to Mexico.
Senator DOU LAS. Who was promoted for his magnificent service

in connection with this to be Ambassador to Mexico.
I think your testimony this year is splendid. And I don't believe

in calling up old scores, but since some Foreign Service people always
believe that Members of Congress are foolish, and they possess all
wisdom, I would like to say that we probably could have passed
this identical bill last year if you had given us your support. We
had a unanimous vote in this committee, and it was scheduled for
passage on the floor, and Secretary Mann immediately took the offen-
sive with telephone calls and letters, and so forth and so on, the
lobby came up from Central and South America, and the air was
black with the wings of the airplanes bringing the high-priced lobby-
ists. And they descended upon Washington like 17-year locusts.
And what seemed to be a comfortable majority for our position one
day melted into insignificance the next.

Mr. Mann's argument last year wa that we would endanger Latin
American relations if we did it. I argued that we would-build up
vested interests which would later make it more difficult for us to
remove the subsidy (premium)..
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Now, I see in your testimony tlat you think tis has created more
l)robleIns than it as sol red.

Mr. JoiHNsox. That is correct.
Senator DouoLts. That the subsidy (premium) has not gone to

those who need these amounts but gone to a relatively limited group
who try to get all four feet into the trough and get a constantly
larger share. And eliminating the question of the feet in the trough,
this is the position which you took, isn't that right?

Mr. JoHNsoN. Yes, sir.
Senator DOUGL.S. In more gentlemanly langu age?
MIr. JoiiNso.N. That is right.
Senator DOUGLAs. Now,1 hope that you can carry the message back

to your Foreign Service officer. But sometimes Congress is right.
Sometimes Senators know best.

And with that statement, let me say, I welcome your repentance.
I hope you will be just as active in support of this bill as you were
active in opposition to the bill last year. I hope you intend to go
all the way through dowil to the wire with us on this.

Mr. JoHNsoN. Well, we do, Senator, feel very strongly on this par-
ticular piece of legislation.

Senator DOUGLAS. That is fine.
Mr. Chairman, I think we ought to send a letter to the Secretary

of State commending Mr. Johnson and Mr. Martin for the position
which they have taken, and have the appropriate passages sent to all
Foreign Service officers of the first class.

The CHAIRMAN. Senator Carlson.
Senator CARLSON. Mr. Johnson, as Secretary of the Bureau of

Economic Affairs, will you handle the sugar section, if there is a
sugar section in the State Department?

Sir. JoHiNsoN. Yes, sir.
Senator CARLSON. Do you assign quotas, do you cooperate with the

Secretary of Agriculture, or how are these quota arrangements made
vith other countries?

Mr. JohisoN. Well, the basic responsibility for administering the
legislation is, of course, with the Secretary of Agriculture. And in
my experience there has been a very close and satisfactory relation-
ship between the Department of Agriculture and the State Depart-
ment, since many of these matters as they affect foreign countries are
discussed between the two Departments, and the Department of State
acts as the formal agent in negotiations with the countries involved.

Senator CARLSON. Do our Ambassadors and Foreign Service officers
at the direction of the State Department make arrangements for
quotas to these countries?

Mr. JoiNsoN. I am sorry, I can't say to what extent they are. I
think most of this is handled in the departments in Washington. To
the extent to which the Foreign officers, let's say, the agricultural at-
taches, get involved, I do not know, but I suspect only in the role of
supplying information as requested by the departments here in Wash-
ngton.

Senator CARsON. I assume that representatives of these govern-
ments where quotas are allocated, do come in with questions to the
State Department and the Department of Agriculture for quotas.

Mr. JoHNsox. They do indeed, sir.
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Seltu'l ((ol.\Iilso'.. .\ind of cottllie tie aloat ions ar, ni:,Ie bv I le
Secrelary of Agrincille. Blt does tthe State l )ep-rt innent i I, x'vetoPONV 1 w er or I hese

M[r. JoiinSox. I aill goi Fig to ask Assistlit Sel'ietal'V Ma'clilt Io
answer (hal. le has I'ad a god Ilel I more experience I hai 1 have.

Mr. MAiiiti'N. We are asked to c .Illr in the proposals of tie S ecre-
(ary of Agriculture. I sit pose if we c(lmld niot agree tile Ill.ter wNold
]iave to go to t(le While 'liilse. I don't kitow t hat this has ever ov-
euz'red in my experieiiee. We hiave always maim ged to get togetlher.I would say that. tho basie factor tlllt (oll'es first that we wohld nlot ill

1v selso ie disposed to overrule is the necessity for assuring a SIl)li
of sugar. That is the No. I eriterioli. There have heen eases were oil
Political groulds we would prefer to huy from this ,oiultrv ratllhe'
I lIon tlit one. but we were told that suo(a voulld not have gotten to
this coutlrv in time. That has overrul~ed us. I would sav on tle
whole we ];ave not tried to exercise the veto, but. we vollhl take ami
issue to the Vhito Homse if we tlioight it a )pro)rilite to do So.

Seal or Cl.%itnsoN.. I don t. klow tlem rten Ilar interest yotl have. buit
isu't this allocation of these sigar quotas a, very iil portatt part of our
international prograil, diplomaey li11d every other type of interna-
Iionlu relalit ons enter into it '?

Mr. MArIN. It has beCome a verv eotit rovel-ial issue ill oil r inter-
nat ional relations with an ever widening Inulihber of coul ries. 1lIt
ts indicated by our sitpport for ltis bil as sulmlitted by tle I'resi-
tdent, we Ihink on the whole it hasn't been a construuetive ftaetor in our
dIiplomatic relations with other countries.

Senator CAimIso. I notice in Mr. Johnson's statement Ile said we
have aid programs today to direct resouir(ces on the basis of need.
Those of us who have been in this field for some time, in the field of
foreign relations and tile Senate Foreign Relations Committee, have
been concerned that aid is not the only thing that gets into this pie-
tire, there are many other things that enter into the political side, and
some of these questions are coming ill) to the State Department. And
[ appreciate the State Department's position. And I-think you were
here this morning, Mr. .'ohnson, whl en I asked Secretary' Mirphy
about the bartering, if you had bilateral trade arranlgweint's with
some of these countries tor commodities that. they nieedill trade for
sugar.

T assume the State Department is very much opposed to that.
Mr. ,JOHNSON. I would say in general, Senator, that we -e I great

many difficulties involved "n any extensive program of this kind.
And we have some doubts that any extensive use of this kind of ar-
rangements would be actually to the benefit of American agriculture
itself. But I am not prepared to-I don't think we are pro pared to
say categorically that. there are no circumstances where such an ar-
rangement can be operated.

As you know, there was a program operated this winter for a lim-
ited amount of tonnage.

Senator CARLSON. In the Houso report it does mention, of course,
that if sugar allocations are going to be made, among the factors in
the purchase from the various sugar producing countries are the
agricultural commodities of the United States. That is one of the
provisions in the report, and I assurie represents congressional intent
in the House at least.
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W i 1! voil leeI) t I lla la I gl nge ill III iI l if (I is legaisit im I Is a pprv'ed
Mr. , i NSON.1 11111 sil'e Itie the l)ZIII II'llt alil the executive

iali'll will do its hest to follow otll, the ilisiritctiolts of 1l1 Collpgl'ess,
wltt'ter I hy It v i. "We of' i'oiIlse0 hope to avoid probleilis of this
11:111tiv by eliulmiiin ig tlie price pjm viuinn. Oui'ce that, is elim iniated,

(.oi rse,, tlien the (1olateral asl)ev1 of bartering against sugar im -

S011100' ( '.tui .II-N. Of course, 1lintC is a unit llr of a few vears, it is
iot. gmi 1g I o lilt plvilI this year, it is part, of lie scheduled _lrogla'o1l.
Mr.1huln'son. Yes. Blut. as fari as the bulk of the implors are con-

e.orn ed, it wold happen this year. ie premmiim would hv elinii-
Itil el, 1 lint is the administ rat ion's program.

Mr. MArTN. May 1 IA(1d( just o1 coltituncit. 1 lint not sure that, I
'kill right, but ,uI nderstanding is thal this provision in tle 1lous,
rell is not all uijueitioi to the oxecutie l.l'al it', to how it should
deal with lie illattor. The House has made the allocations them-
selves. and this is tle slatenent of intent, whenu the I louse extends the
leuiimplary alloat ions of the culan quotas bevond 1963. There is no
d is.1'tion; or guiilaiice given to us in respeCt, of something that we
'oiild do, hut rather how (hey prOl)OO to handle it.

Seint1Ol' (AINON. I May 'say it, is ia veIy weak statement in the
report, and I hope to get, il stratighlened before this leaves this body,
1t11 is what 11 am looking forward to.

lint 1 sha l not got into this aiy further this afternoon.
Thank you, very much.
The C'3ut1nRAAN. Senator Bennett.
Senator BEN.N-r-r. Mr. Chairman, I have a few questions.
)o you intend when the present. Philippine treaty expires to take

away the Philippine sugar premium alsot This is (lie thing you have
got, to look forward to if everyldy else in the world is dealing with
this other world market.

Mr. JohN, soN. I would assume, Senator, that, that, is a question
which hasn't beei answered as yet. I woli aliinie that a lot, de-
ponds 1up)On1 the nature of our relations with (lie Philippines at thattime.

Senator BHNNE.r. Does this period follow in the 5-year period
when these other nations are being phased out.?

Mr. JOHNSo,,. Yes, the treaty rums until 1974. So it does not. fallwithin the period.Senator wENNi-r. It does not.. But it is going to be pretty halrd

to say that you are going to keep the Philippines with it premium
when you have deliberately taken it away from everybody else.

Mr. 1J0oNsoN. I would t liink that would'be correct.
Senator BErN N1'rr. You are anxious to prese. ve, as I remember. the

figure 2,600,000 tons to return to C"ba. Is this going to be much of
liin incentive if Cuba gets it, back ait. the world price? l onsay that this
is going to be one of the things that is going to bring Cuba back into
the Western World. But. if the Russians can bid the world price plus
5 percent or 10 percent, they are now dealing for bartered goods, and
they can do it, if they decide thev want, to keep Cuba in their orbit.
H-aven't you given tfem an opportunity to overcome any value flint
tlie American market. might have to then ?

Mr. fMArFJN. Might I answer that question, Senator?
Senator BPNNE-r. Yes.
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Mr. MARTIN. There are two things I might say, one, Cuba, I believe,
is one of the few places that, both in terms of production cost and in
terms of being closest to the U.S. market, call sell profitably at the
world market price to the United States. This is a natural, normal
market that they can make money out of.

Secondly, no matter what price we fix for Cubal, the Soviets could
so price their bartered goods as to make it look like it was a, better
transaction. But Cuba, I think, is probably having the experience
that a good many other countries have had around the world in en-
gaging in bartering arrangements with the Soviets: They don't get
what they want, the quality tends to be inferior, and they are on the
whole overpriced.

Senator BE.N.ETT. I recognize that. But when we took the sugar
price away from Cuba they had a premium. Now we say that we
are going to lure them back into our area by giving themi a lower
quota with no premium. And I wonder just h ow strong an incentive
this is for the Cuban people to rebel against the Russians.

Mr. MARTIN-. I think it is a little over 50 percent which would be
the cut the House bill makes in the Cuban quota.

Senator BEN.NF.rr. I haven't figured the mathematics, but I would
imagine the House bill at 1,500,000 tons with a premium is a better
incentive than 2,600,000 tons with no premium.

Mr. JOH.SO.. Senator, under the administration proposal the
premium on the Cuban quota would come back on if Cuba became a
supplier again at that point. which the staging process had reached.
In other wox ds, if Cuba came back in in the second year of the program,
it would receive a price premium of 80 percent.

Senator BENNETr. But it would phase out in 5 years?
Mr. Joir.-soN. That is correct, sir.
Senator BENNErTT. Senator Anderson is very proud of the fact that

when he was Secretary of Agriculture he was able to go to Cuba,
and because we had tils sugar arrangement with Cuba, he was able
to persuade them to continue to sell sugar on the American market
at a price which was then less than the world market, and to take
care of our wartime needs.

Do you think there is any value in trying to protect, ourselves against
the day when there may be another wartime situation, or are we will-
ing to cut ourselves adrift now and in time of war depend entirely on
a world market-and to give you another one to worry about for a
minute, when world market prices go above domestic 'prices? This
happened during the Suez crisis, and that isn't very far back. What
would voi propose to do under this bill if world prices rose substan-
tially above domestic prices?

I am sure that the payment-what is the phrase used to describe it.?
Mr. JouNso.. The fee?
Senator BENNETT. The import fee would go up. But you would

leave the Secretary of Agriculture with a problem. Is he going to
raise domestic prices up to the world price? If he isn't, you are
going to halve a lot of unhappy domestic sugar producers when you
are paying 10 cents or 15 or 20 cents t pound for sugar and they are
being paid 6 cents a pound.

Mr. JoNxsoN. I believe I am correct, Senator, that the Secretary
of Agriculture doesn't actually determine the price for sugar. it, is a
market price. The Secretary of Agriculture in effect controls the slip-
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ply and indirectly influences very directly the price. But in tle
situation which you describe I would assume that the domestic price
would adjust itself to the fluctuation in the imported price at the re-
fining level, at the refiners level.

Senator BENNETV. Then what we are saying now is that if we adopt
this proposal we are taking out of the whole sugar program the sta-
bility that it has had, because we went through World War II with-
out the kind of fluctuations that existed in World War I. I am old
enough to remember that in World War I sugar got up to 20 cents
a pound, and the price of sugar stock went up accordingly. And
when that price was changed a most overnight it broke a lot of people
who had had faith in the domestic sugar industry and had brought
sugar stocks above the old prewar price. This is the kind of instafbil-
ity that the present sugar law eliminated.

We have never had these wide fluctuations since this act was adopted
in the 1930's. But we are about to create a situation which could
(a) permit these wide fluctuations; and (b) could put us-face us
with serious problems if we needed sugar in wartime, because we
would no longer have a nearby source of sugar that was tinder some
obligation to us and would meet that obligation as Cuba did in World
War II.

Has the State Department figured all these things out and decided
even in the face of these risks that we should go ASead with a world
growable quota?

Mr. L .Tnn,. May I comment on that?
I would like to indicate that I think the Dominican Republic as well

as Cubal did us this favor during World War II, to give credit where
credit is due.

Senator BENNETT. I am happy to give credit. Was his name Tru-
jillo?

IMr. MARTIN. I suspect at that time it may have been.
Secondly, it does seem to me that the whole supply-demand relation

of sugar has changed in the last 15 years. Increased production, par-
ticulaily of cane, has changed significantly the terms of the general
world supply situation.

Thirdly , if we are to consider as an important factor in our policy
a supply situation for an extensive war, one of long duration, which
is a little bit questionable-

Senator BENNETT. We never think the war is going to last, we
thought World War I would be over in a week or two, and in World
War II we thought it wasn't really worthwhile to get our uniforms
out and get them pressed.

Mr. MARTIN. There have been some technological changes since
World War II in this matter. But even so it would seem to me that
there are other commodities we have to worry about more than sugar.

Senator BENNETT. Lead and zinc, for instance.
I couldn't resist that.
Mf r. MARTIN. Touch.
Senator BENNETr. Now, against this background one other question.

How much of the total world production of sugar is free in the so-
called world market.?

Mr. JonNsox. The estimates that I have seen are that about 17
million tons, which is roughly 30 percent of world production, enters
international trade.
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Senator BEN.;NEir. There are a lot of people shaking their heads
behind you.

Mr. JohiiNsoN,. That is my first statement. And then I think you
have to break the 17 million tons down into those quantities which
move under various kinds of arrangements, the British Common-
wealth, and I believe the French have preferential arrangements,
which leaves, as I recall, a figure of somewhere around 10 million tons
which actually moves in what you might call an international market
not surrounded by preferential arrangements.

This would include today, I suppose, all of the Cuban shipments-
not all, but-yes, all of the Cuban shipments.

Senator BENNETT. In the event of a war, would there be tremen-
dons competition for this uncommitted tonnage?

Mr. Joinxsox. Well, it depends, I suppose, upon whether transpor-
tation is available to meet demand. It might prove that you would
have substantial surpluses in the Western Hemisphere, for example,
because of inability to ship, or factors of that kind.

Senator BEnN-.NEr'. You have taken all these into consideration, and
you are willing to run these risks in order to have what you consider
to be a better basis for relationship with other sugar suppliers out-
side the United States?

Mr. JOHnsoN. That is correct.
Senator BFNNrrI'. I would hate to stand at the side of Mr. Mann in

Mexico when the word gets back to Mexico that this bill has been
passed. le is going to have-Senator Douglas praised him highly-
no: he didn't praise him, did he. he was very critical of him because
he stood for what amounted to some support for the Mexican who
produces sugar. And now, as the Ambassador of Mexico, he is going
to have the job of explaining to them why that support, has now dis-
appeared.

Mr. JOHNSO.. Senator, I am sure that this position and this legis-
lation, if it takes this form, would be very unpopular with a lot of
countries who have supplied us or hope to supply us with premium-
priced sugar.

It is our considered judgment, however, that such displeasure as
is incurred in this source is less in the long run, considerably less than
the problems foreign-policy-wise that we get into from this kind of
proposed setup.

Senator BENNErr. We have a long list, which you are not responsi-
ble for particularly, but could you suggest a parallel list of countries
in which there will be dancing in the streets when this sugar legsla-
tion is passed in this form? Haven't we pretty well covered all of
the countries that might supply us with sugar in this list?

Mr. JoHisoN.. But not in the quantity which they would like to
supply us.

Senator BE.NN.rr. I recognize that problem. But, even so, aren't
these people all going to be unhappy if they are told that there will
be no premiums, "if you supply any sugar to the United States, you
are going to have to bid on it" ?

So I am wondering if your judament of the relative value, measured
in terms of satisfaction or dissatisfaction, is completely sound. I
think this bill might create a great amount of dissatisfaction. And
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I don't know what there is in the bill that will provide an offsetting
satisfaction.

Mr. MARTIN. May I just make one point?
Senator BENNETT- Yes.
Mr. MARTIN. Sitting now in what was Secretary Mann's .seat, I am

keenly aware of the problems that he was facing at that time. My
telegrams show them, too. I think the thing that has weighed with
me very considerably in this matter, apart from my previous commit-
ment to this position, has been the feelingthat the longer we put off
taking an action of this kind, the more dificult it will be if and when,
as I must believe, Cuba becomes ree again.

Senator BENNETT. Do you anticipate any experiences of the kind
I am about to describe, experiences that might be related to the ex-
perience you had with Belgium when yu put a tariff on glass? They
are going to say to you, ' Vell, yoi hove taken our sugar premium
away, now what are you going to gi -e us in terms of other economic
benefits to make up for this, in tenn of either increased purchases
from us, or lowered tariffs on something else we might sell ?" Have
you anticipated that kind of reaction ?

Mr. MARTIN. I expect we will get it; ye..
Senator BENNETT. And you are prepare i to take it?
Mr. MARTIN. Yes.
Mr. JOHNSON. I might mention, there i a significant difference in

this situation than the situation as to Belgia glass.
Senator BENNETT. I recognize that.

That is all.
Senator CARLSON (now presiding). Senator Curtis.
Senator CURTIS. No questions.
Senator CARLsON. Senator Morton.
Senator MoRroN. You have got me torn between two sides, the old

school tie and being a member of the committee.
I would like comment on your questioning, Senvtor Carlson.
First, you talk about the negotiation develop ing at the embassy

level in these various countries. I think that most of these quotas
came in through action taken in the House of ]Representatives. Now,
Senator Bennett has talked about Mexico. I know how Mexico got
in the act in the first place, it had nothing to do rith the State De-
partment, I was managing the bill at that time. It was over the
objections of the State Department and the strenuous objection of
the then Secretary for Latin American Affirs, Mr. Holland, that
Mexico got in the act. Mexico couldn't stow need, because of the
tourist trade, and so forth.

Mr. MARTIN. I think most of them come iii through the House.
Senator BENNETr. We did Mexico in the Senate.
Senator MORTON. No; you didn't. It was don,, in the House. I

know all about how it was done.
Senator BENNETT. My memory is that it was do ie on the floor of

the Senate, after it came out of the committee.
Senator MORTON. After it came out of committee to conform with

something that had already been done in the Hous,,. I think you will
find that that is right, because I was r'gbt in tin middle of that.
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Once the Congress starts throwing these quotas around each Assist-
ant Secretary of State fights for his area. The Republic of China,
Formosa got in the act through the aggressive advocacy of Walter
Robertson.

I agree thoroughly with the position that has been taken here by
the officers of the State Department, whether they are Foreigni Service
or not.

And I wish Senator Douglas were still here.
But I think we are getting our-elves in an absolutely hopeless bind

on this thing, and the. sooner we get ourselves out of it the better.
And I think it is imperative that we in the Senate stand firm, and I
hope the Senate will stand together on the view that we must maintain
a sugar base for Cuba because of our hope that Cuba will throw off
the Communist. yoke and we will be in a position to reestablish rela-
tions, and at that time we have an obligation to the economy of Cuba
to restore the old economic ties and our old exports to Cuba. And
that means importing. And at. this time except for cigars, sugar is
about the most critical item in the Cuban economy.

Senator CARL5ON. Any further questions?
(No response.)
Senator CARLSON. We thank you, gentlemen.
The next witness is Mr. John Leddy, Assistant Secretary of the

Treasury.
You may proceed, Mr. Leddy.

STATEMENT OF JOHN 1. LEDDY, ASSISTANT SECRETARY OF THE
TREASURY

Mr. LEDDY. I am very happy to have this opportunity to testify
before this committee on the balance-of-payments aspects of pending
sugar legislation. The bill supported by the administration (S. 3290)
provides for the imposition of an import fee on sugar imported into
the United States from foreign countries other than the Philippines.

In brief, the import fee represents approximately the amount. by
which our domestic sugar price exceeds the world market price for
sugar. It would apply immediately to the amount of the entire
Cuban quota-which amount would,*under present circumstances, be
distributed among various countries other than Cuba-and would
apply in annual stages of 20, 40, 60, 80, and, finally, 100 percent, to
the basic quotas of other supplier countries. The proceeds of this
fee would accrue to the United States, and would correspondingly
reduce the dollar outpayments to foreign countries. The bill passed
by the Tiouse yesterday (H.R. 12154) contemplates the continuation
of the quota premium on imports of sugar, and makes no provision
for the recovery by the United States of this premium through an
import fee such as that recommended by the administration.

As the members of the committee are aware, President Kennedy has
launched a comprehensive program to improve our balance-of-pay-
ments situation and to stem the outflow of gold from this country.
This program includes, among othe' measures, a major drive to i-
crease our commercial exports of goods and services; measures to
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reduce or offset our large military expenditures abroad; and the
reorientation of our foreign economic aid program so that a much
larger proportion of aid will be provided in the form of American
goods and services and a much smaller proportion in the form of
straight dollar transfers. In addition, as the committee knows, the
administration believes that the foreign income provisions of our tax
laws should be changed to remove the special incentive to invest
long-term capital in other industrialized countries rather than in the
United States.

The sugar legislation supported by the administration would con-
tribute directly to our balance of payments objectives by imposing
the fees I have just described, which would reduce outpayments for
sugar in our trade accounts. The balance of payments savings of
$130 to $160 million which could be realized through the import fee
would be a significant benefit. It is essential that we adopt all prac-
ticable measures to solve our balance-of-payments problem and
strengthen the international monetary system which is centered on
the dollar. I accordingly urge that this committee accept the pro-
posals of the administration for sugar legislation which would provide
for the application of import fees.

I would also like to point out that the imposition of a sugar import
fee would produce additional budgetary receipts in fiscal 1963. The
proceeds of the fee would be covered into the miscellaneous receipts
of the Treasury and such amounts would correspondingly ease the
financing problem faced by the Treasury.

In summary, the import fees proposed by the administration would
both benefit our balance of payments and 'increase Treasury receipts.
For these reasons the Treasury Department strongly urges the adop-
tion of the fee system as provided for in the sugar legislation sup-
ported by the administration.

Senator CAn~soxw. Mr. Leddy, we certainly appreciate your state-
ment. And I can assure you that this committee, as you well know,
is concerned along with the Treasury about the balance of payments,
and we could get into a rather lengthy and I think healthy, discussion
of it.

I notice you put in one paragraph that would really stir discussion;
that-
The administration believes that the foreign import of our tax laws should be
changed to remove the special incentive In other industrialized countries rather
than in the United States.

We have been hearing testimony on that for a few days. Per-
sonally, I shall not get into it.

Senator Bennett, do you have any questions?
Senator BENNErr. No. I guess the State Department is now on

overtime, and we mustn't run the cost of Government up any more.
I have no questions.

The CHAIR1AN (again presiding). Senator Curtis.
Senator CJuTis. As I understand it, the interest of the Treasury

Department in the sugar legislation is centered on the import fees.
Mr. LEDDY. That is right.
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Senator CURTIS. That is all.
The CHAIRMAN. Senator Morton.
Senator MORTON. Again you put me in a spot. I have been up

here for 4 weeks "hollering" about this tax on foreign subsidies, and I
am trying to be helpful, and here we have got another alumnus of the
State Department testifying.

And I am trying to be for you, and you deliberately put a sentence
in this statement that doesn't belong in it.

You aren't doing this to irritate me, are you, JohnI
Mr. LEDDY. NO.
Senator MoliroN. It is late, and I won't take any exception to it.
The CHAIRMAN. Thank you very much.
We will adjourn until 10 o'clock tomorrow morning.
(Whereupon, at 6:10 p.m., the hearing adjourned, to reconvene at

10 a.m. on Thursday, June 21,1962.)
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THURSDAY, JUNE 21, 1962

U.S. SIENAT7,
CommiTrEa ON FINANCE,

Washington, D.C.
The committee met, pursuant to notice, at 10:10 a.m., in room 2221,

New Senate Office Building, Senator Harry Flood Byrd (chairman)
presiding.
. Present: Senators Byrd (chairman), Kerr Long, Smathers, Doug-

las, Gore, Talmadge, McCarthy, Williams, Carlton, Bennett, Curtis,
and Morton.

Also present: Senator Ellender of Louisiana.
Elizabeth B. Springer, chief clerk, and Serge N. Benson, profes-

sional staff member.
The CHAIRMAN. The meeting will come to order.
The Chair takes pleasure in placing in the record a letter from the

Honorable Carl Hayden, senior Senator from Arizona, transmitting
for the record a statement by Mr. Floyd N. Smith, chairman of the
Governor's committee, State of Arizona. The committee will certain-
ly give full consideration to the recommendations of Senator Hayden
and Mr. Smith.

(The letter from Senator Carl Hayden and the statement from
Mr. Floyd N. Smith follow:)

U.S. SENATE,
COMMITTEE ON APPROPRIATIONS,

June,0,1962.
Hon. HARRY F. BYRD,
Chairnmn, Finance Committee,
U.S. Senate, Washington, D.C.

DEAz SENATOR BYR: I am writing to you in regard to H.R. 12154, the sugar
bill of 1962, which has Just been passed by the House of Representatives and
provides for some expansion of domestic sugarbeet production. I favor the
provisions in the proposed legislation which will extend to domestic sugar pro-
ducers an opportunity for a larger share in the production of our domestic sugar
requirements.

For a number of years agricultural leaders and producers in my State have
been interested In getting into the production of sugarbeets but have been pre-
cluded therefrom due to the acreage and other restrictions. The ability to
produce sugarbeets in Arizona is, I believe, amply demonstrated by the fact
that it now produces one-half of the supply of sugarbeet seed for the United
States. In addition, investigations conducted by the agricultural experiment
station have clearly indicated the productive ability of various areas within
the State to produce sugarbeets. I am sure this same ability to produce is
present In the adjacent States In the Southwest.

Enclosed is a statement from Mr. Floyd N. Smith, Phoenix, Ariz., chairman of
the Governor's committee for the State of Arizona. Mr. Smith is unable to
appear before your committee, but his statement demonstrates the potential abil-
ity for sugarbeet production in Arizona, if it is allocated sufficient acreage under
the new areas proviso in the pending legislation to support a sugarbeet factory.

101



SUGAR ACT AMENDMENTS OF 1962

I will appreciate it if you will include Mr. Smith's statement in the record of
hearings.

I am concerned with regard to the amount of acreage which can be allocated
to new areas in the Southwest under the proposed legislation. It occurs to me
that the bill could be improved by inclusion of a much larger share of the new
sugarbeet acreage to new producing areas in Arizona and the Southwest. As
I understand it, H.R. 12154 provides for an expansion of 540,000 net tons of
sugar to be produced from sugarbeets, of which only 50,000 tons are reserved
for distribution to new areas. It is suggested that the bill be amended to in-
clude a more realistic figure such as 125,000 tols to be reserved for allocation
to new areas In lieu of the figure carried in the House bill which is only a token
increase when spread throughout the United States.

With kind personal regards, I am,
Yours very sincerely,

CARL HAYDEN.

STATEMENT OF FLOYD N. SMITI, CHAIRMAN OF THE GOVERNORS COMMITTEE, STATE
OF ARIZONA

My name is Floyd N. Smith, and I reside at 8520 North Central Avenue in
Phoenix, Ariz. I appear before you today as a representative of the Governor
of Arizona, who has established a committee to promote and foster the sugarbeet
industry in our State.

In addition to being chairman of this committee, I have a definite interest in
the problem as an Arizona farmer and as a representative of Arizona agriculture.

Sugarbeets thrive in Arizona. This fact is clearly demonstrated by the high
yields of sugarbeet seed produced each year by Arizona farmers. We again grew
more tilan half of the sugarbeet seed supply for the United States in 1961 and
with an average acre yield of 3,257 pounds. Such production is possible only
because the sugarbeet is well adapted to Arizona and our farmers know how to
grow the crop.

The Arizona Agricultural Experiment Station has conducted research with
sugarbeet production since 1948.

The results of sugarbeet production tests conducted in 1961 confirmed and
extended earlier work on this crop. There is every reason to believe that the
sugarbeet is naturally adapted to Arizona as a sugar crop. Consistently high
yields of beets with a good sugar content indicate that this crop would be a profit.
able one for both the farmer and processor.

Sugarbeet experiments were conducted at the Mesa, Safford, and Yuma branch
stations during 1960-61. These stations are located in three of the major
farming areas of southern Arizona and represent a range in altitude from near
sea level at Yuma to 2,900 feet at Safford.

Arizona's irrigated valley cannot compete with the rainfall areas of our
country in the production of grain crops. The vegetable industry in our estab-
lished agricultural areas has suffered greatly in the last few years. The only
so-called cash crop of prominence is cotton. Due to our national surplus, cotton
acreage is in a restricted category.

Without going into more detail, I can assure you farming In Arizona has be-
come more and more difficult during the last several years. A substantial sugar-
beet acreage would not only improve the economy of the State as a whole, but
would also divert acreage now producing surplus crops to the production of
sugar.

Arizona has 1,260,000 acres of the finest farmland In the country. Six hundred
and forty thousand of these acres are irrigated by gravity flow waters. An
additional 626,000 acres are privately irrigated by water pumped from the under-
ground. The State has a more desirable climate, with fewer weather hazards
than other areas in the country now raising sugarbeets.

A sugar mill in Arizona, centrally located, would have an added advantage
over mills located in other States. Due to the climatic conditions in the State,
the various producing areas would harvest their sugarbeets at different times,
therefore giving the mill a longer annual campaign.

In response to a recent questionnaire, 364 Arizona farmers have indicated a
desire to plant 69,872 acres of sugarbeets. Incidentally, any one of three counties
Included in this acreage could supply a 4,000-ton-per-day slicing capacity mill.
The high degree of interest among farmers and citizens of Arizona in being
allowed to participate in the production ot sugar cannot be overemphasized. It
is among the most important and vitally nbeded commodities in our country.
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Not only the American farmer, but the American public as well, feels that our
domestic producers should have at least an equal right to expand and grow II
this important commodity. Strange as it may seem, many people throughout
this country believe in the prolosition that the American investor on American
soil should have the same advantage and protection under the Sugar Act that an
American or foreign investor on foreign soil should have, and that he should
have the same right to expand home industry and home growth, particularly
when the consumption is domestic.

We believe that the Nation should produce within Its own borders a greater
portion of its own sugar needs. The State of Arizona and those of us who farm
there want the privilege of participating in this increased development.

We want this privilege without injuring our fellow farmers in other States
who are now engaged In the sugar industry. We do not desire to interfere or
hinder the efforts of others In established areas who Wish to participate in the
Industry but have no present allotment. We believe this can be accomplished
by allocating a portion of the former Cuban quota, plus the increased consump-
tion, to domestic growers.

To continue to hold our own farmers down to a point of only producing about
20 percent of our sugar requirements seems grossly unfair In the face of the
economic coast-price squeeze that is the farmers' lot in raising crops far less
lucrative than sugarbeets. To restrict the American farmer from raising crops
that are not in surplus does not seem to fall into the category of good judgment.
We have only to pick up the newspapers to read of the farmers' economic plight
and in the adjoining column read of another allotment of sugar quota to some
foreign country. Is it, therefore, not difficult to understand why the potential
new grower of sugarbeets is crying out "unjust," "unsound," when he knows
he could make a good profit if allowed to grow a few acres of sugarbeets yearly?

Additional factories must be built if the American farmer Is to receive his just
share of the sugar allotment. The processor Industry is reluctant to spend $12
to $15 million to build a factory unless it is assured of the passage by Congress
of a permanent Sugar Act, or one of not less than 5 years duration, containing
language which would allow them to obtain and hold sugarbeet sales quotas
and acreage allotments sufficient to guarantee full operation of the newly built
factory.

It has been the thinking of this Government that American citizens investing
capital in foreign countries, Instead of In America, have done so at their financial
risk insofar as the governments of foreign countries are concerned. Frequently
these investments become subject to confiscation by foreign countries, and often-
times fall Into the hands of unfriendly governments.

Who Is to forecast when another unfriendly communistic nation may appear
on the scene and lead the people of a foreign country into a doctrine completely
opposed to our American way of life? The American farmer should not be
required to pay to investors in foreign countries the losses they suffer in an
assumed-risk foreign Investment. The American farmer should not be penalized
by the denial of the right to produce a greater amount of our domestic sugar
consumption, and we should not appease any foreign government at the expense
of our own domestic economy.

Farmers at home often ask me if this Congress will not pass legislation ena-
bling them to grow sugarbeets, rather than to continue to let some foreign country
produce the sugar we consume. They ask, "Will the Congress favor Americans
In America, or will It favor a few with some foreign investments?"

The CHAIRMAN. The first witness today is Mr. Frank A. Kemp,
domestic sugar producers and refiners.

Mr. Kemp, will you take a seat, sir, and proceed.

STATEMENT OF FRANK A. KEMP ON BE11ALF OF DOMESTIC SUGAR
PRODUCERS AND RMNERS

Mr. KEMP. Chairman Byrd and members of the committee, by name
is Frank A. Kemp. My hope is in Denver. I have been an officer
and employee of the beet sugar industry for nearly 40 years, and fdi
more than 25 years have been president of the Great Western Sugar
Co., one of the beet sugar processors.
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I appear here today, however, not for my company or the beetsugar
industry alone. I have the honor of appearing as a single witness
before this committee at the request, and on behalf of all five of the
domestic sugar producing and refining groups of the United States:

(1) The sugarbeet growers and processors in 22 States from Nfichi-
gan and Ohio to the Pacific coast, who together comprise the U.S.
sugarbeet industry;

(2) The sugarcane growers and processors of Louisiana and
Florida;

3 The Hawaiian Sugar Planters' Association;
4 The Association of Sugar Producers of Puerto Rico;

(5) The United States Cane Sugar Refiners' Association, conrais-
ing practically all of the refiners of cane sugar in this country with
refineries in 10 States, principally in coastal States from Massachu-
setts to Texas and California.

My appearance as a single witness for all the groups I have named
is intended to save the time of this committee and as a further effort
in that direction, my statement will be short.

I have appeared before your committee in connection with sugar
legislative prosls then being considered on three previous oc-
casions--in 1947, 1951, and 1956.

I think that even the members of this committee may not appreciate
how often and how thoroughly this committee has considered sugar
legislation and the sugar system of the United States in the past
quarter of a century.

Commencing in 1934, sugar law has been before this committee
on 11 separate occasions, on 5 of which there was extensive and un-
limited presentation of every conceivable view. As everyone knows,
this committee is an extremely expert and informed body on the sub-
ject of sugar, thoroughly conversant with the many phases of a very
complex subject.

On the consideration by the Senate of an earlier sugar act, some
ears ago, the then chairman of this committee presented the bill in
an uage that has a very familiar sound:

Senator Millikin said then:
For a time it appeared that a simple extension would be the most that could

be hoped for, this because of the apparent inability of the interested parties to
get together.

Those of us in the Congress especially interested counseled the representatives
of the producers and processors that more than a simple, short extension could
not be had unless a wide area of agreement could be achieved. In reaching an
agreement among the numerous interests involved, there had to be reconcilia-
tion of many points of conflict. The mainland cane and beet sugar producers
and processors were not in agreement There was appearance of some division
of opinion between the agencies of the Government which are interested.

The next sentence is particularly pertinent here today, and I wish
that Senator Anderson was present, and I resume Senator Millikin's
quotation.

Secretary of Agriculture Anderson took an active interest in helping to put
this bill together. The accords which were reached came somewhat as a sur-

rise to many of us. There was not a single interest that received everythingt.wanted. Every interest had to sacrifice'a part of its ambition. (Congres-sionhl Record, vol. 93, No. 144, p. 10411.)

The then chairman of this committee went on to quote again from
Secretary Anderson in his appearance before the House Committee
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in support of a sugar law and pointed out his repeated conferences
with the Department of the Interior, the Bureau of the Budget, the
State Department, and other branches of the administration:

The bill before us-

said Senator Millikin-
represents the results of all those negotiations, adjustments, and concillations.

Fifteen years later, we appear again before this committee to re-
port that for nearly 2 years, the various segments of the producing and
refining industries, guided by the counsel of Members of the Con-
gress, sought to reach an agreement as to the terms of an extension of
the act which as you know expires within less than 10 days.

Finally, after a mutuality of sacrifice, the industry reached such
an agreement in January of this year.

Again acting on the advice of Members of the Congress and the
administration, the industry presented its views on an extension of
sugar legislation to Government agencies and for more than 3 months
counseled and consulted with representatives of the Departments of
Agriculture State, and Treasury, the Budget Bureau, the President's
Council of Economic Advisers, and the White House staff.

Finally, in May of this year, the industry agreed with the admin-
istrative agencies on what I shall call the domestic provisions, that is,
those provisions directly affecting domestic interests of an extension
of the Sugar Act.

The principles of that agreement on the domestic side were first
reflected in S. 3290 and also in House bill 12154, which has just come
over to this committee, in which certain of the provisions concerning
the domestic interests were amended to conform to need shown in the
consideration given the bill in the House of Representatives.

The entire domestic industry is in agreement as to the provisions of
H.R. 12154 affecting the domestic industry. Each of the five Ameri-
can producing and refining groups has instructed me to express to
you their joint and separate endorsement and approval of the sections
of the House bill dealing with the domestic side of the sugar program.

The domestic industry, in large part because of advice from Mem-
bers of the Congress and the administration, has not taken any posi-
tion with respect to the foreign aspects of this legislation. We believe
that those problems can and should be decided by the Congress.

The shares of the American market allotted to the mainland cane
and sugarbeet areas through their basic quotas have been increased,
but these increases have been offset to a material extent by surrender
of the right in existing law for the domestic areas to share in and to
receive deficits of other domestic areas.

When it is understood that these deficit additions are no longer
to be allotted the domestic groups, the size of the increase in basic
quotas is substantially minimized.

Existing law gave to the domestic areas 55 percent of the increase
in sugar consumption. The agreement and the new bill increases
this to 63 percent. This new figure would add over existing law
approximately 12,000 tons of sugar per year, which would be divided
between the beet and cane industries on the ratio of 3 to 1.

As has been explained by earlier witnesses, no effective change has
been made in the market shares of Hawaii and Puerto Rico, who are
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presently suffering from some decrease iii their old levels of produc-
tion. Nevertheless, both of such areas are accorded the right to return
to their former quotas if and lien their l)roduction reaches oldtimne
figures.

One of the difficult corn petitions that had to be resolved concerned
the desire of a number of new areas to have the right to enter the
beet sugar business and to accommodate this within the total quota of
I lie industry which was agreed to by the administration.

This presented some conflict between old growers in the industry
and those in new areas. It was resolved by providing specifically
that acreage sufficient to produce up to 50,000 tons of sugar per year
should be subtracted from the national total beet acreage in any year
when restrictions were applied and should be given by the Department
of Agriculture, if needed, to new areas.

Time and again representatives of new areas made clear that they
did not ask the old growers to take a reduction in acreage to accommo-
date new claimants.

In thus providing that the big shate of the growth of the market
allotted the beet industry should'be set aside for new areas, the latter
have received all that I think could be done in the framework of the
total domestic share of our market.

Yesterday, both Senators Kerr and Anderson indicated that they
wanted the new bill to make clear that a guarantee of acreage neces-.
sary to support a new plant could be extended to assure factory con-
struction when the time came. We think it may be difficult to work
out such a provision but if it can be done without violence to the
basic understanding, I believe that it would be acceptable to all of
the beet interests, although until the language can be studied this
cannot be stated with absolute certainty.

It is not easy, it has never been easy, to reconcile all competitions
that exist in the sugar business. There is a difference of opinion as
to the amount of sugar we should produce domestically and the
amount we should import. There is a basic competition between the
refiners of raw sugar and the beet sugar industry which produces a
direct consumption sugar. There are other competitions and differ-
ences almost too numerous to mention within the time I should take
before this committee. They can be answered by members of the
committee.

Finally, I should like to say most earnestly that the U.S. sugar
system has been sound and has been successful. It has accorded full
recognition to the rights and interests of consumers which have been
fostered and protected throughout the history of sugar legislation in
this country and should be fostered and protected in any revision of
them.

The consumer has benefited through the stabilization of supply,
through availability of ample supplies, and through the maintenance
of price levels that the FAO has established are about average of

prices in the sugar-constuming nations of the world and which repre-
sent a smaller contribution of working time for the purchase of a
pound of sugar by the average workman than in any other country
on earth.

IR. 12154 runs until December 31, 1966. I present to this com-
mittee as earnestly as I can, the need of the industry that some long-
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term pattern be established for the operation of the sugar properties
supplying our needs.

For some time now, we have been operating on relatively short ex-
tensions and no one has known what the rules of the game would be
for more than the immediate future.

Millions of dollars worth of plant betterment, of property and
equipment renewals, of farm and plantation improvements have hung
fire for months, in fact years, because of uncertainty as to the sugar
legislative prospect for a reasonable future period.

On behalf of all the domestic sugar interests, I earnestly hope that
you. may act so that a new law covering the period proposed will be
enacted prior to June 30.

We place our case in your hands.
The CHAIRMAN. Mr. Kemp, thank you.
Mr. Kemp, I want to ask this question.
Have you read the bill introduced by Senator Ellender for himself

and 26 other Senators?
Mr. KEMP. Yes, sir.
The CHAIRMAN. What is your opinion of that bill?
Mr. KEMP. I think, sir, that in the consideration given to the domes-

tic provisions of the bill, and it is to those only that I address myself,
certain relatively minor amendments considered by the House have
improved that bill somewhat in respect to the domesticprovisions.

The CHAIRMAN. But the House-passed bill is quite different from
the bill introduced by these Senators over here.

Mr. KEMP. Principally, sir, in its relation to the foreign aspects of
the bill, the quotas of foreign countries, and what and how they
should be handled.

The CHAIRMAN. Which bill would you prefer as a base to work on,
the House-passed bill or S. 3290 introduced in the Senate?

Mr. KEFP. So far as the domestic provisions are concerned I see
relatively little difference but I think the House bill has made some
improvement.

The CHAIRMAN. You think it has made improvements by giving
these quotas to countries all over the world.

Mr. KEMP. No, sir, because those are the foreign aspects to which
I do not address myself.

The CHAIRMAN. I understand it is. Did you say it is an improve-
ment in the domestic field?

Mr. KF.MP. I think slight improvements in the domestic field. And
I hope very much that Senator Ellender can, before this committee,
express his very profound knowledge of this sugar problem.

The CHAIRMAN. We shall have Senator Ellender testify tomorrow.
The committee has great confidence in his judgment of all matters
relating to agriculture.

Mr. KEMP. Sure they do.
The CHAiRMAN. Thank you very much; any questions?
Senator CARLSON. Mr. kemp, ?noticed in your statement you repre-

sent the domestic industry as to the provisions of the House-passed
bill.

Does that mean you are opposed to increase in acreage production
should this committee ask for additional acreage?
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Mr. KEMPi. Senator Carlson, we, over a 6-months period, consulted
and negotiated with nearly everybody in the Govermnent.. We first
advanced the premise that the domestic industry should receive a
somewhat larger share than was finally agreed to by the adininistra-
tion but we accepted that..

We are conunitted to that, and we have agreed to endorse and ap-
proach it, which I do here today.

Semator CARLSON. Mr. Kemp, you are operating and processing,
reli iing sugar in Colorado, as I understand it.

Mr. KE.P. Buying beets in Kansas, too.
Senator CARIsoN. That is correct.
That is the reason I bring up this point. You are familiar with

our problem. As our beets are processed in Colorado-
Mr. K rrP. Right.
Senator CARLSON (continuing). We have this freight haul and I

think you would agree with me we have an area that can produce
beets mid does produce them and, of course, we would like very much
to be given some consideration for an acreage that would permit a
refinery in Kansas or in that area somewhere closer than some of your
refiners.

I don't. want. you to misunderstand. We appreciate what you are
doing for our sugarbeet growers now, but looking to the future, and
this progrni. is a 4 - or 5-year program, I am fearful myself if we
do not take some action in .this bill we will be limited pretty much
to the area we have now.

Isn't it. a fact that your refineries are producing to capacity?
Mr. KEmp. Senator Carlson, before me there are three members

of this committee-Senator Kerr, yourself, Senator Curtis-who, want
to get, the beet industry started in your respective States, processing
in your respective States, and I have had delegations from all three
States wait upon me in the hope that we might be persuaded to under-
take construction.

I would like to see this industry maintain a hlalthy growth, be-
cause I believe that if it cannot maintain a healthy growth it must
necessarily slide backward.

I believe that the provisions of this bill are sufficiently better than
the bill under which we are operating so that we can look forward
to some improvement., sone en largement, in size, and I think that the
size of the industry as established here has, by virtue of coni(essions
on the part of the old growers, and willingnes.s on the part of the
new growers, made possible a rather substantial enlargement of the
industry into areas where it is not now located.

Senator CARLSON. Well, Mr. Kemp, you are operating some very
fine refineries in Colorado and if the time ever comes when we could
get one in Kansas we would be greatly pleased if you would put one
in for us.

Mr. KFm,. Thank you, sir.
Senator CARLSON. that is all.
Mr. KEmP. I think Senator Curtis might like to share the other

half because in south-central Nebraskaand north-central Kansas there
is an irrigated area with some of the finest soil on earth.

Senator CARLASON. That is right.
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H r. KEMP. And yet I will say this frankly to you, as is also true
of the Oklahoma Panhandle, one of the problems of building new
beet factories is whether at present costs and present sugar prices
you can earn enough on them to make them pay, and that is the big
problem.

Senator CARLSON. That is all, Mr. Chairman.
Mr. KEmfP. Rather than the size of the quotas.
The CHAIRMAN. Senator Kerr?
Senator KERR. You wouldn't want to be interpreted as taking the

position that you want to keep the refining capacity either at its pres-
ent level or to an expansion of it in its present location, would you,
fr. Kemp?

Mr. KEmP. No, I would not. On the contrary, I would immediately
(illy that as my objective or the objective of the in(dustr'.

Actually. as Senator Carlson has indicated, we have about reached
the limit "o* capacity of our existing plants, and if we are going to
do very much more, if we are going to keep up with the pace, it has
got to be new building.

Senator KERr. If we are going to expand the domestic economy
we are going to have to increase the capacity of those commodities
or for the handling of those commodities for which there is increased
demand, aren't we.

Mr. KEMP. I think so, sir, and we have heard a lot of talk about
the balance of payments.

I think I might say one of the ways to not against. the obvious
difficulties that confront us is to produce some things we import in
greater quantities than we do now.

On the other hand, Senator Kerr, the total domestic l)rod iction

of the United States is the second largest sugar output of any coun-
try in the world.

)fr. KERR. Who is the largest consumer in the world?
Mr. KENp. We are, b I-n odds, and we are the second largest.

l)ioducer. Russia alone is ahead of us.
Senator KERR. There are three elements and I would like to ask

you your opinion of them individually aid collectively: No. L is ex-
piand the domestic industry in order to assist us in the matter of re-
storing a favorable balance of payments.

No. 2, increased domestic consumption to give American farmers
who are being constantly restricted in the production of other com-
modities an opportunity to take land and put it into the growth of
beets.

No. 3, to expand the refining capacity to expand our industrial
economy, and Idon't know of any other opportunity that I think is
as attractive and as immediately present with us to do these three
things as there is in this situation with reference to the production
and the refining of additional sugar domestic production and domestic
industrial refining.

Do you agree with those three?
Mr. KFmP. Senator Kerr, I am persuaded we should have had you

as one of our negotiators with the administration.
Senator Km. Are you telling us you agreed with the administra-

tion because you had no other choice?
Mr. KruP. That is kind of a hard question to answer.
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Senator KiRR. 1)on't answer it.
You don't even have to take the fifth amendment to avoid answer-

ing it. [Laughter.]

If you just kind of intimated that the answer was the result of the
attitude of others rather than your own judgment and desire, your
message will be conveyed.

Mr. KEwtP. Well, I think I can say this: That most of the new areas
were somewhat disappointed that we agreed to accept the enlarge-
ment of the industry s share of this market that we did. On the other
hand-

Senator KF.Ru. You mean the limited enlargement?
Mr. KFMP. Yes, it. is a limited enlargement. Of course, any en-

largeent,-
Senator KE.RR. It is just so limited that it is difficult to find, isn't it?
Mr. Ki pv. No, honestly now, and I am a beet man and while I am

speaking for other areas, I can't forget that I owe my living and every-
thing else to this beet industry. We have a better bill here; the beet
in(istry's interest and share in this market, has been substantially
improved.

We have now for the first time a definitely larger basic quota, which
we can count on, and plan on, and make our plans accordingly. Before,
we had to depend in very considerable extent upon somebody else not
producing his quota, and we never found that out until August. We
couldn't plan on it.

T his is a better bill. It will erinit the present industry to maintain
its attained growth, and it, will allow for the introduction into it of
new areas like your own.

Senator KERR. Let me go back to my question again.
Do you know of another opportunity that is available to us that,, No.

1, will improve our balance-of-payments situation?
No. 2, give our farmers and more farmers the opportunity to pro-

duce something for which there is a market, to be of help to them in
the light of their being restricted in the production of other com-
modites.

No. 3, an expansion of our industrial capacity to handle that in-
creased agricultural production.

I)o you know of another opportunity available to this economy that
has those three things inherent in it to the extent that this opportunity
has.

Mr. KEMP. Sir, I cannot say because I cannot recall one at the
moment. This is true.

Senator KERR. Well now., there is a fellow who said here 2 or 3 or
4 years ago that lie couldn't remember when a certain man had par-
ticipated in a decision, but if we would give him, if they would give
him a week he would try to think of one.

You are not trying to pull that, are you? [Laughter.]
Mr. KiEp. No; I am not. I would like to say this sir-
Senator KERR. I will ask the question in this way: Don't you think

this is an excellent opportunity to do those three things?
Mr. KEME. This is a nonsurplus industry.
Senator KiRnR. Mr. Kemp, I withdraw the question. I know the

answer to it, and I think you do, and I don't understand why you are
unwilling to answer it.
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Mr. KEMr. Well, in part, sir, it is because I am here in a repre-
sentative capacity representing other people besides the industry of
which 1 am directly a part.

Senator KER. I hat doesn't make a eunuch out of you.
Mi. KEMP. That may have happened on sonic of my previous

appeilances.
Senator GoiRm. Will the Senator from Oklahoma yield for one

question?
Senator KERR. I am through. But I will yield for a question of

my distinguished colleague, if he wants to ask one.
Senator GonE. I will follow along.
Senator KERR. I am t.hrougl.
The CHAIRMAN. Any questions Senator Carlsoni Senator Gore?

Senator Smathers?
Senator SMATHERS. I haven't been here. I will only ask one ques-

tion, but I don't want it charged to my turn if the Senator ?roin
Tennessee will yield for one question.

Mr. Kemp, I understand you testified before the House committee.
Mr. KEMP. Yes, sir.
Senator SfATRIERS. Is the testimony you give to(lay consistent. with

the testimony given before the House committee?
Mr. KEziP. The important part of what I said here, Senator

Smathers, is that we reached an agreement after long travail, we have
accepted it, and we present it to you with our hopes that it may be
enacted into legislation.

That was the burden of what I said over there.
Senator SMATHERS. SO then, your answer, like the Senator from

Oklahoma, your answer is that what you are saying now is consistent
with what you said before the House.

Mr. KEmP. That is correct.
Senator KERR. And with what you agreed with the administration

you would say before you came here.
Mr. KEMP. Yes, sir.
Senator SMAJHERS. That is his question , that is not mine.
I thank the Senator from Tennessee.
The CHAIRMAN. Senator Gore?
Senator GORE. Well, you said you were testifying ini behalf of a

group of people. Just as an American citizen, aind purely as an in-
dlividual, what, in your personal opinion, would be the e1ect on fhe
domestic industry of the global quota.

Mr. KE3uw. Senator Gore, as I have said here, I am speaking in a
representative calacit. The people for whom I speak are not el-
tirely harmonious. 'Ihey represent. different interests and to some
extent, they are both competitive and antagonistic; that they can
voice their belief through the mouth of a single witness is something
in the nature of a miracle. They have not, taken a position, omi the
advice of Members of both the Congress and the Government, on the
foreign provisions of the bill, and speaking here as a representative
I ain not. in position to speak my own personal views.

I am bound by my representative capacity, and I hope you won't
force me to do so.

Senator GoRE. Well, I have neither the power nor the desire to
force you.
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Mr. KEM31P. Thank you very much, sir.
Senator GORE. I gather, at least I have come to the conclusion,

from your answer that your personal views might not be commensu-
rate with the views of some of the organizations which you represent.
You do not have to confirm that.

Mr. KE3P. Sir, I will let you draw your own conclusions. Thank
you.

Senator GORE. You have neither the power nor the desire to deny
me that.

M r. KEMP. That is right, sir. Certainly not the desire.
Senator GORE. I would like to ask one other question.
If we greatly increase the domestic production, is that going to

make star for the housewife more or less expensive?
Mr. KEMP. I don't believe that the housewife would pay any more

for sugar. But I would like to say this, Senator Gore, because I have
some feeling that I would like to preserve the integrity of my own
thinking about the industry.

We have always had the problem of how much sugar to produce at
home and how much to import, and I don't need to tell any member of
this committee that it is a good thing for us to import some sugar in
order that the people who sell it to us can buy from us.

For the 30 years that I have been in this business, there has been
discussion as to how much we should produce and what it was in the
interests of the country to import.

I think we should import some sugar, and I think the size of this
quota, extending as it does for the next 41/2 years, will fairly permit
the domestic industry to find itself on a somewhat higher level of
production. And when we get to the end of this bill, and we have
been running at 4-year intervals, we can take another look at it to
.ee whether the circumstances at that time counsel us to increase fur-
ther our own domestic production or whether they counsel us to stay
about where we are.

Senator GORE. But it is your view that the housewife will pay about
the same for sugar whether it is produced domestically or imported?

MNr. KEM.P . I do, sir, because I think the price of sugar in this coun-
try is a fair price.

Senator GORE. Well-
Mr. KErP. And it can be maintained at a fair p rice.
Senator GORE. The subsidy to domestic producers is rather high;

isn't it?
Mr. KEMP. In the first place, of course, I don't think the word "sub-

sidy" has been fairl used.
Senator GORE. What would you call it, the payment, the tribute, the

supplement, the bonus, what word would you use?
Mr. K rn,. Well, let me say this: The only comparison that has

been made is to take the price of sugar in this country and compare it
with the world price of sugar.

Now, the world price of sugar is not a free price, sir. The buyer
and the seller in that market do not stand on an equal platform of
opportunity. It is a dumping market handling only about 10 percent
of the sugar produced in the world, and I do not quote from any U.S.
authority. ' gpo across the water to quote from the English, to quote
from others. -There isn't a pound of sugar being solk in the world
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market that isn't being sold at less than the costs to produce. I don't
think that price should be used as a criterion. I would rather take
what I have said, namely, that the FAO which is a disinterested body
studying sugar prices throughout the world, has said that the price in
the United States is about the average of sugar prices over the world.

Senator Gomx. You didn't give me a synonym for subsidy.
Mr. KEMP. As it was used yesterday-just a minute let me see
Senator GORE. With what word would you describe this bounty, this

payment, this supplement, this support price.
Mr. KEMP. I think it can be accurately referred to as it was re-

ferred to yesterday as the difference between the price of sugar pre-
vailing in* America and the price of sugar prevailing on the world
market, and that does not necessarily mean that it is a subsidy, because
the world price-

Senator GORE. What word would you use? That is what I am
trying to determine.

Mr. KEXP. Well, if it is understood you could use price premium,
the premium of one price over the other.

Senator GORE. Then this is a payment from the Government of the
United 'States to the domestic producers.

Mr. Knw. No, sir; the price that prevails in this country is made
possible by the fact that we have a quota system.

Senator GORE. I understand.
Mr. KEMP. That it-
Senator Gons. Not paid by the taxpayer directly to the farmer, but

by the consumers.
Mr. IEMP. Yes, but there are two phases to the price that the pro-

ducer gets here:
One, is the price that prevails in the marketplace;
Two, the other is this tax and payment plan which returns to the

beet producer a certain part of the price plus some little increment.
Senator GoPn. Have the people or the organizations which you rep-

resent taken a position with respect to the farm bill that passed the
Senate and is now pending in the House?

Mr. KEMP. No; because we have been so accustomed to regulation
that we merely observe that it looks like production limitation is
going to catch up with some other people.

Ve have had a real effective control of production in the sugar
field.

Senator GORE. Do the farmers you represent like to have controlled
production and price support?

Mr. KEM~P. No; nobody likes controls, sir, I am sure.
Senator GoRE. Are you advocating that all controls be taken off?
Mr. KEMP. No, because I don't know what we would do without

regulation of an industry that is so competitive over the whole world.
Senator GoRE. Then you favor regulation?
Mr. KEMP. I do.
Senator GORE. Did it ever strike you as rather strange-I won't

speak of my colleagues in the Senate-that certain Members of the
other House who are very much opposed to this regulation of pro-
duction contained in the farm bill are very strong supporters of regu-
lation in the sugar industry?
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Mr. KEMP. No; I don't think I ever gave that particular subject
any thought. I don't think I could answer it anyway.

Senator GoR. All right, I will not prod you into it.
Thank you, Mr. Chairman.
The CHAIRMAN. Senator Bennett?
Senator BEsNE-r. Yesterday afternoon, Mr. Chairman, there were

some questions raised about the validity of this statement that from
625,000 to 650,000 tons had been added to the mainland beet and cane
quotas, and I pointed out and tried to get some figures and couldn't,
that part of this was replacement of decit, but overnight I have de-
veloped these figures, and I should like to offer for the record a brief
explanation of the figures, and a table showing how, between the years
1957 and 1962 these deficits had been added to the allocations to the
beet industry.

I have no questions of the witness. I ask that this explanation and
table be included in the record.

The CIA IR.AN. Without objection your material will be inserted in
the record.

(The explanation and table referred to follow:)
There were several references in the testimony yesterday to the increase in

the beet sugar quota and the mainland cane provided by the bill. I believe the
figure most often used is about 625,000 to 650,000.

The House report used a figure like this, and so did the letter from the ad-
ministration to the Vice President, transmitting the administration bill to the
Senate.

Now, as I understand it, the true increase in the domestic beet and mainland
cane quotas is actually less than 400,000 tons-and only 250,000 tons of this
accrues to the domestic beet area.

The reason is that the figures usually quoted fail to take into account the
deficit allocations, which are an important part of the picture.

The present law provides that when any domestic area falls to meet its quota.
the shortfall or "deficit" is allocated to other domestic areas. Neither Puerto
Rico nor Hawaii, in recent years, has been able to fill its quota and neither will
be able to do so this year, and so both the domestic beet and mainland cane
areas would, under the present law, receive additions to their quotas this year.
These allocations would raise the domestic beet quota to within 250.000 tons
of the new quota provided by this bill, and would raise the mainland cane
quota to within 145,000 tons of the proposed new quota.

So the total difference for these two areas between the present law is really
only 395,000 tons and not 625,000 tons.

Under the bill as we know, domestic areas will no longer receive any deficit
allocations.

I have a table here which I have had worked up, showing the real differences
between the present law and the bill-for mainland cane and domestic beet-for
the whole term of this bill.

With your permission, Mr. Chairman, I would like to have this inserted in
the record at this point.
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* Deficits received by beet sugar area, 1957-61 and estimated for 1962
[Thousand of short tons, raw value)

Deficits received from-
Year ]Total

Hawaii Puerto VirginRico Islands

1957 21 101 1 122
1958 148 141 5 294
1959 95 126 3 224
1960 172 249 6 427
1961 168 263 0 431
1962' 0 20 --- 290

'Estimated on basis of current crop prospects.

The CHAIRMAN. Any questions, Senator Tahadge?
Senator TALMADOE. No questions.
The CHAWIMIAN. Senator Curtis?
Senator CURTIS. Mr. Kemp, we are always glad to get you over

here.
Mr. KE'rP. Thank yoou, Senator Curtis.
Senator CURTIS. I have to get in my 2 cents on the question of

subsidies.
Is it true or not, as to the taxpayer, does the Treasury of the United

States pay any part of the price of sugar used by our people, I mean
ultimately, when the transaction is completed?

Mr. KEMP . If you want to take the final result, Senator.
Senator CURTIS. Yes.
Mr. KEMP. I believe that the House report, shows that the Treasury

of the United States by virtue of the processing tax of the half cent a
pound which is levied against sugar has during existence of this
sugar system received over $400 million. The Treasury has had
that much more than it would have had if this system had not been
in effect..

Senator CURTIS. In other words, the processing tax that is levied is
paid ultimately by the purchaser of the sugar, isn't that correct?

Mr. KE.P. That is right.
Senator CURTIS. And from the proceeds of that tax the payments

to the growers are made?
Mr. KE-P. That is correct.
Senator CURTIS. And the cost of administering the program?
M11r. KE-iP. Correct.
Senator CURTIS. And the Government of the United States ends

up with a profit of somewhere between $15 and $20 million a year.
Mr. KEMgp. I think Mr. Myers said yesterday about $18 million a

year.
Senator CURTIS. Yes.
As I say there are many definitions of a subsidy, but the one that

reasonable people understand would be a situation where if a loaf of
bread sold for 20 cents, and the purchaser paid 15 cents, and the
Government out of revenues paid 5 cents, but we have no such thing
here.

The users of the sugar pay for all the sugar they use, isn't that
correct, and the fact that it is channeled through a processing tax and
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then as a payment to a producer, is a procedure in the operation of a
farm program rather than a subsidy to either the producers or the
consumer, isn't that right?

Mr. KEMP. Thank you very much for that contribution. That is
the fact.

Senator Cusris. Now, Mr. Kemp, is it not also true that it is in the
interest of producers, refiners, the general public, and everyone that a
sugar act be extended for a reasonable periof years?

Mr. KEM.P. Indeed it is, Senator Curtis.
I was amazed yesterday to find that in 3 or 4 hours of discussion

of this bill there wasn't a good word said for it. There ought to be a
lot of good words said for this program. This has been not only a
sound but it is-it has been a successful program, the country has
benefited from it.

If you look at the chart on page 3 of the House report you will
see that sugar-and I calculated this only about 6 weeks ago-is
only 2 percent higher, the raw sugar price in this country, than it
was when we went Of price control in 1947, and I would like to see
some other commodity-

Senator CunTiS. In other words, this basic Sugar Act has stabilized
the industry at home and abroad, has it not?

Mr. KEMP. It has.
Senator CuRTIs. And sugar is the best bargain that the housewife

has when she goes shopping.
Mr. KEMP. Today.
Senator CuRTis. I am concerned about that because as has been

stated here so many times my obligation is twofold: we have a
great sugar industry in Nebraska now that is entitled to have this
program extended and to have all of their rights, their acreage quotas
protected as are the processors.

I realize you are in more than a dual capacity here, speaking for
an entire group and some of them have not taken a position on every
detail or can agree on it and I also realize there are limitations not
only to testifying here but in sitting down and agreeing with the
Government.

So most of my questions will be largely for information.
When a farmer produces sugarbeets how is the freight handled,

who pays it.
Mr. KEMP. Up to a certain point the processor pays it.
We have extended our operations so far from our factories, and"

freight rates have gone up, as we all know, so that in some of the long
hauls the grower pays the freight over and above a certain level that
the processor absorbs and that affects some of your territory, sir, and
some of Senator Carlson's, also.

Senator CunTs. Yes, sir, and you find, do you not, that farmers
are so anxious to participate in this program that it is not uncom-
mon for them to willingly-

Mr. KEMP. Absorb some freight? Correct.
Senator CurIs continuingg. Absorb some freight, and it can run

many hundreds of dollars a year.
But the distance that the beets are produced from the processing

plant as well as the capacity of the plant are factors that place bounds
and limitations upon the area to be served, isn't that correct?
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Mr. KEMP. Indeed they are, sir.
Senator CuRTIs. Yes.
Is it your opinion that the administration estimates were correct

and if those sections relating to the domestic program are passed, we
can have an expansion of plant for a 5-year average, do you think
that is correct?

Mr. KFmP. Yes, indeed, sir.
Senator CURTIS. I do not agree with the amount but I wanted to

check on whether or not the industry ag reed with the Government
that the language that has been proposed would bring that about.

Mr. KE P. They do, and if they, sir, can find the money and invest
it with reasonable profit, and I am sure investments must be based
upon a reasonable profit expectancy, we can grow another hundred
thousand acres of beets in areas that do not now produce them.

Senator CuRTIs. Yes.
How much, just roughly, of the sugarbeet production is on irrigated

land?
: Mr. K Ep. There are only two principal nonirrigated areas, one
is the State of Minnesota, the Red River Valley, extending down into
southern Minnesota and into northern Iowa, and the other is the
State of Ohio--States of Ohio and Michigan.

There is no irrigation in any of those areas, and that is not over 12,
13-well, with the Red River Valley, it may be 20 percent of total
production.

Senator CunTIs. The greater portion is in irrigated land.
Mr. KEMP. Correct.
Senator Curn.s. Now, the amount of irrigated land that is not

in prospect but that has been proven has greatly increased since the
original allocations were made when the Sugar Act was passed,
isn't that true?

Mr. KEMP. Yes, that is right.
I think we have got irrigated land in Oklahoma. I know there has

been some increase in the irrigated development of Nebraska, northern
Kansas.

Senator Cuims. Yes.
At the present time, there are 21, million acres of irrigated land

in Nebraska and our sugar acreage is around 77,000, about 3 percent.
I think that is all I will take time for at this time.

The CHAIRMAN. Any further questionsI
Thank you very much, Mr. Kemp.
Mr. KpMP. Thank you, sir.
The CHAnmAN. The next witness is Howard Martin of the New

Mexico Beet Growers.

STATEMENT OF HOWARD V. MARTIN, REPRESENTING THE CURRY
COUNTY SUGAR BEET ASSOCIATION

Mr. MARTiN. Mr. Chairman and members of the Senate Finance
Committee, my name is Howard V. Martin, executive vice president
of the Clovis National Bank, Clovis, N. Mex and I represent the
Curry County Sugar Beet Association of Curry County.

On behalf of this association I wish to express our appreciation for
this opportunity to present our remarks for the record in this hearing.
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Our county is located on the eastern edge of New Mexico, midway
with respect to the north and south boundaries of the State.

About one-fourth of the cultivatable area of our county, something
around 100,000 acres, is under irrigation.

At the present no sugarbeet acreage is under production in our
county, with the exception of a few test plots and in a relatively few
acres being grown experimentally for livestock feed.

We areinterested in long-term sugar legislation which will permit
our irrigation farmers to improve their lot, economically speaking.

The purpose of our testimony will be to briefly point out why as
a nonproducing area, we feel domestic production of sugar shoud be
greater than is at present allowed. We would not attempt to recom-
mend how much increase in terms of percentage for the reason we are
not qualified to base such a recommendation on fact.

We realize the problems this committee faces, taking into account
the different growing areas and the areas not producing who wish to
do so; the problems between the cane and beet interests; the problems
of the refiners; the concern of the Department of State, and so forth.
But we do believe sincerely if you appreciate the desire of the Ameri-
can farmer to receive a fair return on his investment, on his hours of
labor and with the risks they face in today's business of farming, then
we believe you will arrive at a fair increase for domestic producers,
whoever and wherever they may be and whatever the percentage of
increase might be.

This is basically what we request-the chance for a little more di-
versification into a commodity which offers some degree of promise
for a profit, and which is not a surplus crop in this country.

Perhaps the No. 1 prerequisite for any new legislation is to first
determine the need for such legislation. Is there a need for a perma-
nent sugar law, incorporating more domestic production?

We think so.
We believe there are several reasons which have been previously

pointed out since the beginning of short-term extensions of the pres-
ent act almost 3 years ago.

Among these valid reasons are:
(1) This is a crop not in surplus, which could replace many thou-

sands of acres of crops now in great surplus.
(2) Sugar is an important crop to our standard of living and we

should not be dependent for so much of it from oversea (and in the
future, possibly uncertain) sources.

(3) This crop is basically good for the soil. Sugar is nothing more
than carbon, hydrogen, and oxygen-none of which is chemically im-
portant to the productivity of the soil. This does not deplete land, like
cotton, for example.

(4) Our farm economy is in need of a "shot in the arm." This is
the underlying philosophy of the rural area development program,
to which we ascribe and to which we in Curry County, N. 'Aex.,
already have set up the rural area development organization to im-
plement this program.

If several multimillion-dollar refining plants could be built in this
country as fast as industry could economically gear itself, such pro-
duction increase could put hundreds of people to work in the plants,
could put many thousands more to work in construction employment
and on-the-farm jobs.
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You can readily appreciate this economic advantage to our country.
We feel such an increase needs to be a gradual and sustaining thing-
an increase, not just to satisfy the cries of the present, but for the
years to come so as to permit industry to orderly program future
growth and expansion.

(5) We think we need to promote the general welfare of our
own people-the producer, the consumer, the investor.

Certainly we are not opposed to importation of sugar from foreign
sources. Although we do not understand the full implications of
foreign trade, we do appreciate the necessity of favorable trade
balance, the need for assisting underdeveloped friendly nations and the
humanitarian responsibilities of a world power. As stated before,
we are not opposed to foreign sugar purchased or the foreign farmer,
instead we are for the American farmer.

These are not all the reasons which might be advanced to establish
the need for increased sugar production, but we think they serve to
illustrate the point.

"If, for the sake of assumption, we might conclude the need exists
for such an increase, then the second point which we would mention
is the suitability of our area to sugar-beet production.

Mention was made earlier of some test plots which were planted
in our county last year. Without the benefit of previous experience
with this highly specialized crop and without the proper farm equip-
ment, these tests produced quite satisfactory results.

To quote from the report on new area trial plots conducted by one
of the beet sugar companies looking into the Southwest:

Trial plots at Clovis, Roswell, and Artesla, N. Mex., have all been very en-
couraging to date, with most of them Indicating that very heavy yields could be
expected.

This was the statement by the director, agricultural development
of the company who kept in frequent communication with our county
agent, in addition to. making numerous inspection trips to our area
throughout the growing period.

These results were particularly heartening to us for it proved
conclusively a quality beet could be grown in our area.

Not that this will have a great deal of bearing on this hearing,
but to further illustrate our concern for the chance to produce beets,
Swift & Co. is currently building a 214 million beef slaughtering
facility at Clovis.

Sugarbeet production would stimulate the feed lot business in
the eastern New Mexico-west Texas area, which would help guarantee
a constant flow of fed cattle to this plant.

It is an established fact that the sugarbeet industry provides cheap
and efficient byproducts helpful to produce ideal fattening cattle and
sheet rations with grain and hay.

Farmers can utilize these byproducts if a refinery is located any-
where in the general vicinity. Deaf Smith and surrounding Texas
counties located east of our county now produce about 1,900 acres of
beets which have to be transported by rail to the nearest refinery about
350 miles away.

Naturally this transportation cost is high, and besides it precludes
the farmers use of these important byproducts. Beet tops are an
ideal feed for milk cows and definitely stimulate milk flow and but-
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terfat production. This takes on added significance for our area
because Safeway Stores, Inc., are now constructing a large fluid milk
plant at Clovis.

As you can see, this can be worth a great deal to us in rounding out
our agricultural economy, in fact our whole industrial development
program built largely on the one natural resource we possess-agri-
cultural and related products.

Gentlemen, in summation, we ask you first of all to view with favor
a large enough increase in domestic production of sugar so as to aid
the industry and the producer and the would-be producer.

Secondly, to incorporate this increase in a long-term law to permit
an opportunity to all concerned for long-range planning; and third,
to report out your bill at the earliest possible time in order to prevent
another temporary extension of the present act.

Mr. Chairman, since my statement was prepared before the hear-
ings yesterday, would like to add a further comment.

The principal reason that the farmers of my area have been stymied
in planting sugarbeets during the past 2 years when there have been
no restrictions is because the beet sugar companies have no assurance
that production will be available to support their operation if restric-
tions should be reimposed.

The mills have expressed a strong interest in our area. The farmers
want to grow beets, they are capable of doing so, but there is no way
of getting an acreage history so that they can obtain sufficient acreage
to support a mill. I want to compliment Senator Kerr and Senator
Anderson on their proposal to amend the legislation so as to provide
an acreage history to farmers in the new areas.

If we can get this sort of amendment in the administration bill we
can support it. wholeheartedly.

We would then feel we have something to tie to and would be willing
to take our chance on qualifying for an allotment of a proportionate
share to our area. for establishment of a sugar factory.

Again, Mr. Chairman, I thank you and the members of the com-
mittee for the opportunity of appearing and presenting this statement.

The CITATRMVA. Thank you very much, Mr. Martin.
Senator Hruska, I didn't know you were. in the audience, sir.

Would you like to make a statement? I believe you were listed to
testify tomorrow.

Senator CtrmTrs. Mr. Chairman, I think I can clarify the situation
here.

The next scheduled witness is a beet grower from my home com-
munity. I have. called upon my colleague, Senator Hruska, to present
him because Senator Ilruska is here to offer a statement, too, and Mr.
Weedlun, if you would come up here also, I will have something more
to say later on, have some material put in, but I will turn this over to
my senior colleague at this point.

'The CirAIRMAN. The Chair recognizes Senator Hruska.
Senator KCERR. Before he does make his statement, I want to say

to the distinguished Senator Hruska that the gentleman from Ne-
braska, whom he is introducing, is presenting a viewpoint similar to
that which Mr. Martin has just presented, and in which Oklahoma is
equally interested.
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He not only comes on a good mission and introduced by a great
Senator, but it just happens that lie is a neighbor to one of the able
men in my office, who has been upl here three or four times, wanting
to know when Weedlun was going to be here.

So, I am glad you are bringing him, Senator IHruska.

STATEMENT OF HON. ROMAN L. HRUSKA, U.S. SENATOR FRO
THE STATE OF NEBRASKA

Senator HItIUSKA. Mr. Chairman, and members of the committee, I
do hope Mr. McBride of Senator Kerr's office is here so that lie will hear
the testimony of this witness, who will speak to you shortly.

My purpose in coming here is twofold.
One is to submit a very brief statement which I will give to the

reporter here in the interest of saving time.
No one is more keenly aware than I that the legislation with which

you are wrestling is complex, since it goes into national and inter-
national policies.

The laws of economics and finances are involved, and in this com-
mittee the bill certainly finds a home, and finds company with many
measures of similar complexity.

My colleague from Nebraska, Senator Curtis, is regarded as one of
the outstanding experts in this field and he deserves the high regard
in which he is held because of his long years of experience.

Mfr. Chairman, 1 would like to submit this brief statement to the
reporter for inclusion in the record at this time.

The CHAIR.PN. Without objection.
(The statement referred to follows:)

STATEMENT OF SENATOR ROMAN L. HRUSKA BEFORE TUE SENATE FINANCE
COMMITnEE

Mr. Chairman, I appreciate the opportunity to appear before your committee
in connection with legislation to amend and extend the provisions of the Sugar
Act of 1948.

I wish today to make two principal points. This first is that the people of
Nebraska support an extension of the Sugar Act because they want full protec-
tion to the present growers and present processors in our State. They are an
Important part of Nebraska's basic Industry of agriculture.

The second point I wish to stress is that domestic quotas should be increased
so that the thousands of farmers who desire to raise beets can have increased
opportunity to do so. This can be done only under terms of a bill which would
make it feasible to erect additional processing plant capacity in Nebraska.

My distinguished colleague, Senator Curtis, who is a member of this commit-
tee, has long held a lively interest In sugar legislation and is properly regarded
as an expert in the field. I join In his views on the pending bill and share his-,
gratification that there is In the measure a provision for an Increase in domestic
sfigar allotments from their present 55 percent of American consumption to
nearly 60 percent.

As Senator Curtis testified before the House Agriculture Committee, this bill
does not completely satisfy those In the domestic Industry who are in favor of
greater increases in the domestic allotments. Certainly, in Nebraska, there is
the capability to produce a substantially larger number of beets on 2% million
acres under irrigation.

In a time when the American agricultural economy is plagued with billion-
dollar surpluses, costly to maintain it is difficult to argue against a proposal
which would shift the acres now contributing to the grain surplus to the pro-
duction of sugarbeets.

Not only would such a plan have a beneficial result from a purely agricultural
standpoint, but because increased acreage means increased processing facilities,
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there is an escalating benefit in additional plant investment employment, trans-
portation, and related activities. But certainly no one could expect processors
to invest in new plants without assurance, as only the Congress can give, that
added acreage and increased domestic quotas will be available for some time.

As the committee well knows, previous increases in domestic allotments, by
and large, have not contributed to the bringing of new land under sugar pro-
duction. This is because established areas simply increased their output per
acre. The per-acre yield of sugarbeets is almost twice what it was at the begin-
ning of the century.

Finally, Mr. Chairman, I should like to say a word about a "myth" since
that terminology seems to be so popular these days. I submit the contention
that the sugar industry is getting a free ride at the expense of the American tax-
payer and the American consumer-who after all, are the same person-is a
myth.

The truth is that there is no world price for sugar In the real sense. Practi-
cally every sugar-producing country has some kind of program and approxi-
nitely 90 percent of the sugar sold on world markets is at a price which results
from these programs and is in line with our own.

Mr. Chairman, I thank the committee for its courtesy In allowing me to appear.

Senator HRusxA. And then introduce to the committee-
Senator GORE. I would like to observe that I think it is the first

time I have heard a Member of the Senate say he would prefer some-
one other than himself to make a decision. [Laughter.]

Senator HRUSHA. If the Senator from Tennessee would permit, I
should like to say just to cut away the underbrush and do some of
the toil on the issue before final decision is rendered on it, and on that
score I will abdicate my vote to no one, not even to my good colleague
here. [Laughter.]

I take great pleasure, Mr. Chairman, in introducing to the commit-
tee Carroll Weedlun, of Minden, Nebr. He is 43 years of age; he is
a veteran; he has glider pilot experience in the service. I asked him,
"How shall I introduce you? What shall I say about you?"

And he said, "I am just a farmer," and Mr. Chairman, I know of
no prouder title or characterization than to say that this witness is
just a farmer, a farmer who has a hundred acres of sugarbeets, a
farmer who does some cattle feeding and has diverse crops in addi-
tion to that.

His fields of sugarbeets are irrigated, some of them bP pump, some
of them by gravity, and so I submit to you that his isn t just a voice
from the grassroots; it is a voice from the sugarbeet roots. I imagine
that that would be as salutary a thing to have by way of getting the
record to balance as any.

So, I want to introduce one of Carl Curtis' neighbors from Kearney
County in Nebraska, Mr. Carroll Weedlun. With your permission,
Mr. Chairman, I would like to excuse myself and contribute what
efforts or time I can to another committee which is sitting at this
same time.

The CHAIRMAN. We are always happy to have you here, Senator
Hruska.

Senator HRUSKA. Thank you.
The CITAMAN. Mr. Weedlun, you take a seat. You have been

very highly complimented and I hav no doubt you will make a state-
ment which will justify all the nice things which have been said.
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STATEMENT OF CARROLL WEEDLUN, MINDEN, NEBR.

Mr. WVEEDLUN. I don't think I have ever had an introduction like
that before in my life, and I will tell you this just completely snow-
balls me.

My name is Carroll Weedlun. I am a farmer and cattle feeder
from Minden, Nebr. I farm ground my grandparents homesteaded
when they came from Sweden. My farm consists of nearly 400 acres.
It is irrigated by both a deep well and by gravity. I plant about
100 acres of sugarbeets every year. The balance of my land is in corn,
milo, alfalfa, and the feed grain program.

The day before yesterday I was out in the field on my tractor where
I was uraged by a committee to come to Washington to appear here in
behalf oV all my neighbors and the farmers generally of our area
because the expansion of sugarbeets is a vital need. It is most im-
portant and a constructive thing that could be done for our entire
agricultural economy. While I am going to tell you of my farming
operation, and I will speak concerning my own county and'surround-
ing counties because I am familiar with the situation there I favor
an expansion of sugarbeet production for the benefit of all the farm-
ers not only in all of Nebraska but in every State, including those
States represented by the Senators on this committee. There is no
personal gain for me in this promotion-frankly, I would rather be
out on my tractor right now and that is for dang sure.

Our area is a good sugarbeet producing area. There have been
times under the most favorable conditions when I have had a sugar-
beet field that produced as much as 19 tons per acre. Last year my
beet yield averaged between 14 and 15 tons per acre which was about
the average for our area for that year.

I received $12 per ton, or approximately $175 per acre for my
beets. My cost in producing the beets was a little over $100 per acre,
so I netted approximately $70 per acre on my beets. Comparing this
with my corn crop, which was 90 bushels or $90 per acre withi my
cost at $55 per acre, I netted $35 on corn or just about one-half what
I netted on beets. You must also consider that beet ground has twice
the value of corn ground after harvest in pasturing livestock.

I am one of the very few farmers in Kearney County that has a
beet acreage. The history of beet production on that farm was started
soon after I returned from service in World War II when the farm
was under the active operation of my father. The vast majority of
farmers in my area have no beet acreage at all. The beets that I
raise are shipped to Sterling, Colo., a distance of 200 miles, because
there is no sugarbeet factory in that part of south-central Nebraska.
The freight on beets from my home to Sterling, Colo., is $2.08 a ton.
The Great Western Sugar Beet Co. pays $1.50 of this but in order
to have some participation in beet growing and to hold my acreage I,
the producer, must pay the balance of the freight cost.

Beet production of 12 tons per acre, which nets the producer $12
a ton, enables him to make some money and stay in business. Greater
profit is more desirable but the point I wish to make is that the area
of which I speak would never fall in the category where the beets
would be unprofitable and would likely be discontinued. Our area,
if given an acreage quota, will not abandon beet growing during
periods of temporary change in our agricultural economy.
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My illustration is nothing unusual or outstanding but it is typical
of tie situation ill my area. However, this applies only to the few
of us who have a sugarbeet history and a contract to prtoduee sugar.
Without a sugar history, no farmer, regardless of his irrigated land,
his equipment, his intelligence, or his capacity to produce excellent
crops can produce beets at present, but rather he is forced to add to
his own problems and that of agriculture generally by continuing to
produce surpluses.

We have in Kearuey County about 90,000 acres of irrigated land.
This is from gravity'and deep wells. We are only growing 1,468
acres of sugarheets. The farmers in our area are very anxious to grow
sugarbeets. The demand for acreage is very strong as it is in similar
area,;.

We are restricted as to sugarbeets because of the law and the limited
capacity of our sugar refineries. If a sugar bill was passed increas-
ing the acreage alotment for a period of a number of years, I am sure
that the sugar companies would be willing to put a refinery in our area
and in every deserving area.

Of the 90,000 acres of irrigated land in our county, 35,000 of this is
irrigated by the Central Nebraska Public Power & Irrigation District,
and about 55,000 acres are being irrigated by the wells put in at the
farmer's own expense.

In an area in south-cpntral Nebraska which consists of 14 counties.
we have a total of approximately 700,000 acres of land irrigated by
these 2 methods.

It is safe to say that a minimum of 10 percent, in fact much more, or
70,000 acres, are" highly suitable for immediate sugarbeet production.

Yet this entire 14-county area has less than 3,000 acres of sugar-
beets. A similar situation" prevails in many other parts of Nebraska
and in north-central Kansas, which is very close to us, and I am sure in
other places.

Surplus crops grown in this area could be reduced with the produc-
tion of sugarbeets. This would contribute to a reduction of the cost to
the taxpayers of the farm program.

The high proven production of sugarbeets in our area is a major
asset. We have excellent, transportation facilities to ship our sugar
to eastern markets. A very high ty)e of labor is available.

The soil is as good as anywhere and it has l)roven, Under irrigation,
to be highly productive.

Nebraska is the scond latest, meat-producing State in the Nation.
Added sugarbeet production would greatly benefit our livestock feed-
ing industry.

Mr. Chairman, I referred to the demand of the farmers of my cola-
munity and of surrounding territory for an opportunity to raise sugar-
beets. To call it, a demand is to put it mildly.

Our d,"isire to participate in this program is intense. Many of them
talk to me about it. It is a subject of discussion at sale barns and other
places where men gather. I know that countless requests are made
constantly to the county agent, the county ASC office, and to the
representatives of sugar companies.

The farmers are concerned not only with their individual problems,
but they see in a sugarbeet expansion some ray of hope concerning
our overall agricultural problem throughout the country.
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I know of many capable, well-equipped and experienced farmers
of irrigated land who are just begging for beet allotment. We can-
not understand why as much as 40 percent of the sugar used in this
country must be, by law, imported from foreign countries. The Con-
gress alone can change this situation.

A conservative estimate in my own county is that sugarbeet acre-
age could be increased from its present 1,468 acres to over 9,000 acres.
I would like to illustrate just what would happen as soon as we could
double the county's acreage or have 1,500 additional acres. This
would provide 50 farmers a 30-acre beet allotment. They would im-
mediately purchase equipment costing on the average of about $3,000
or $150,000 worth.

There would probably be 150.000 bushels less corn raised. There
would be 150,000 bushels less corn to be store or to be supported in
price. The income for this particular acreage would be doubled for
the 50 farmers participating.

A definite contribution 'would he made to livestock production.
Plant investment, wages, and other benefits would come from the
transportation and processing of the beets. The income upon which
taxes are paid would be increased for many taxpayers.

In closing I want to express the hope that this committee will make
the greatesf. expansion of domestic sugarbeets possible. I come here
not as a legislative expert. I am not here to give advice on the many
problems in the field of foreign affairs. I am a farmer pleading in
behalf of all farmers everywhere for an opportunity to have a greater
part in supplying the sugar needs of our own American people.

The CHA1I3RMAN. Thank you very much, Mr. Weedlun, for a very
able statement.

Senator Curtis, did you have some questions?
Senator CURTIS. I will offer some material after everybody else

has some questions first.
]Mfr. WEEDLtT"M1. Thank you very much, sir.
Senator CURTIS. Mr. Chairman, at this point I would like to insert

a. telegram from Governor Morrison of Nebraska, a telegram from
Mr. Fred Seaton, the former Secretary of Interior, and a selected
group of other telegrams which I will not enumerate. I would like
to have those appear in the record at this point.

The CHfAITiMAN. Without objection.
(The telegranms referred to follow:)

LINCOLN, N"BR., June 20, 1962.
Senator CART, CURTrS.
Senate O#1cC R1i1diq.
Wahfngton. D.C.:

As Governor of a major sugar-producing State with rapidly expanding irriga-
tion acreage. vital to the State's economic development, I strongly urge exten-
sion of the Sugar Act which has worked well for many years. Nebraska has
a wealth of experienced sugar producers, and the capability of extensively in-
creasing its sugar acreage. This legislation is needed as the basis for the
additional sugar-proce."-ing facilities which we are hopeful of bringing into
our State. which would add stablity to our State's agriculturally oriented
economy. FRANK B. MORRISON,

Governor of Nebraska.
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HASTINGs, NEBR., June 20, 1962.
Hon. C AL T. CURTIS,
U.S. Senate, Senate Office Building,
Washington, D.C.:

I will deeply appreciate it If you will bring the following statement of my
views concerning the pending sugar legislation to the attention of Chairman
Byrd and the members o fthe Senate Finance Committee.

"It is a matter of record that many Nebraska farmers are now producing sugar-
beets and the processing of that crop is a vital part of the economic life of
several of our communities. Therefore, I respectfully urge that the Sugar Act
be extended for several years. I also believe it is vital to the future economy
of this State and others in the West that domestic producers' quota for sugar-
beet production be materially increased. In my opinion, the House of Repre-
sentatives made a commendable beginning in that respect by the action it took
on Tuesday. As you know, the bill passed by the House would provide that
approximately 60 percent of the U.S. sugar needs would be provided by domestic
producers, whereas they now are allowed to provide approximately 54 percent.
That same bill would also allow domestic producers to participate in 63 per-
cent of the domestic market growth instead of the present 55 percent. I hope
the Senate will make further substantial increases in the domestic production
ceilings as allowed by the House action.

Since the original Sugar Act was passed, Nebraska has increased its irrigated
acres manyfold, much of it by private enterprise. Even though the soil and
climate in many of our counties are favorable to the profitable growing of sugar-
beets, a number with well-developed, irrigated land have little or no sugarbeet
production under present restrictions. Hundreds of additional farmers would
welcome the opportunity to raise beets end many communities are interested
in the establishment of sugarbeet factories, if a domestic production increase
is allowed. Because of my continuing interest in the welfare of agriculture
with particular emphasis on the Western States with which I worked closely
during my term as Secretary of the Interior, I do hope the Members of Con-
gress will enact into legislation a Sugar Act which will be beneficial to our
economy. The expansion of our domestic sugarbeet industry will be a most
important step in improving the lot of our basic industry in this State and
region which is agriculture."

FRED A. SEATON.

LINCOLN, NEBR., Juno 19,1962.
Senator HARRY F. BYRD,
Senate Office Building, Washington, D.C.:

The Nebraska State Grange favors an increase in the domestic sugar quota to
reflect 100 percent of the gross factor with adequate provisions for expansion of
beet sugar production by new growers. 0. A. SPIDE,

Master of Nebraska State Grange, Lincoln, Nebr.

LINCOLN, NEBR., June 19, 1962.
Hon. HARRY BYRD,
U.S. Senate, Washington, D.7.:

The American farmer needs and deserves the opportunity to produce more of
our country's sugar needs. The agricultural situation dictates the switch to non-
surplus crops. We respectfully request your support for sugar legislation pro-
vidIng (1) 100 percent of growth factor be allocated to domestic producers; (2)
60 percent of this growth factor be designated for new growers and new areas.

WARREN H. CURRY,
President,

WINTON BUCKLEY,
Chairman,

Agricultural Committee, South Platte United Chamber of Commerce.
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SUPERIOR, NEBR., June 19, 1968.

Senator HARRY BYRD,
Senate Offlce Building, Washington, D.C.:

I strongly urge more consideration for the American farmer in proposed sugar
legislation.

I feel 100 percent of the growth factor should be retained and adequate provi-
sions made for new growers in new areas that will result in new factories.

MINOR BAuM,
President, Farmers State Bank.

ELwooD, NFRa., June 19, 1968,
CARL T. CURTIS,
U.S. Senate, Senate Office Building, Washington, D.C.:

Retel, about 20 acres beets in county now; 20,000 acres irrigated land in county.
We should be able to handle 3,000 to 5,000 acres In a few years.

MAx JUNKIN.

HOWREDGE, NBn., April 19,1960.
Senator CARL T. CUns,
Washington, D.C.:

Retel: 1,300 acres sugarbeets this year. Demand for additional acres, yes, if
weed and labor problems can be solved; 100,000 acres suitable for beets. Can
handle 20,000 to 25,000 acres in 3 years

CLr M. WEscor.

MINDEN, NER., June 80,1968.
Senator CARL T. CURTIS,
Senate Ofice Building, Washington, D.C.:

There Is now 1,468 contracted acres of sugarbeets In Kearney County. There
is a very definite demand for additional beet acres. There is at present about
75,000 acres of land in this county suitable for sugarbeet growing. I am sure
that our county could reasonably handle 9,000 additional acres in the next 1 to
3 years.

A. C. Hov.

HASTINoS, NEBR., June 19, 1968.
Hon. CARL T. CURTIS,
Senate Office Building, Washington,'D.C.:

Retel: Only 30, repeat 30, acres of beets in Adams County this year. Would
be strong demand if processors would allot more acres; 50,000 to 55,000 acres of
irrigated land suitable for sugarbeet production in Adams County; 5,000 to
10,000 acres reasonable prospect in beets at end of 3 years. Cordially.

EDwARD B. Cosonrr,
City National Bank, Hastings, Nebr.

EDIsoN, NcnR., June 80, 1968.
Senator Ca T. CURTIS,
U.S. Senate, Washington, D.C.:

Furnas County has 617 acres sugarbeets growing. There is a very strong
and urgent demand for additional sugarbeet acreage. In Furnas County there
are 30,000 acres suitable for growing sugarbeets. The county could handle at
least 1,000 new or additional acres of sugarbeets in the next 1 to 3 years, prob-
ably more. Required reduction in other crops makes sugarbeets ideal as replace-
ment crop to help farmers sagging income.

MErIN R. GARr,
Farmers & Merohants Bank.

McCoon, NmRR., June 19,190.
Senator CARL T. CuRas,
Senate Office Building, Washington, D.C.:

Red Willow County beet acreage this year 650, strong demand by irrigators
for beet acreage on year plan but most want a 10-year plan. Under present
conditions can develop between 3,000 and 4,000 acres in 1 to 3 years and even
more depending on farm Irrigator education. About 40,000 acres in this county
and a total of 60,000 acres within 15 miles of McCook, the county seat, are
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suitable for growing beets, machinery necessary and the education raising and
harvesting sugarbeets would indicate the necessity of the 10-year plan which
would also assure the sugar processors and certain economy in building a
sugar factory here and in other locations in the Republican Valley. Infornia-
tion from county agent, ASC office and Bureau of Reclamation.

HAROLD P. SUTTON.

SUPERIOR, NEHR., June20, 1962.
Senator CARL T. CURTIS,
Senate Office Building, W1ashington, D.C.:

No sugarbeet acreage in Nuckolls County at this time. No doubt many of
our good farmers would be interested in growing sugarbeets if allotments were
made available in this county; 6,568 acres are under irrigation from the Harlan
County Dam and we have more than 200 wells that provide irrigation water
for an estimated 8,000 acres. County agent reports that most of the soil in
this area under irrigation is very similar to that in the Holdrege area where
sugarbeets are being grown successfully. County agent feels that many of our
farmers would be interested in growing beets if given the opportunity.

SUPERIOR CHAMBER OF COMMERCE,
R. VERNON MCBROot, Manager.

RED CLOUD, NEBR., Jun e 20, 1962.
Senator CARL T. CURTIs,
U.S. Senate, Washington, D.C.:

Webster County produces no sugarbeets at the present time, but a great many
farmers would like to raise sugarbeets to replace acres now raising crops that
are in surplus. Sugarbeets are badly needed by the farmer to enable him
to continue in the farming business. Webster County has 10,000 acres under
Irrigation which Is suited to the production of sugarbeets and they would like
to start with an acreage of at least 2,000 acres.

A. C. SPLATTSTOESSER, Superintendent,
II. E. THOMAS, Dircetor.

BEATRICE, NEBR., June 20, 1962.
ion. CARL T. CURTIS,
Senate Office Building,
Washington, D.C.:

Replying to yours of the 19th: (1) Thayer County has no present sugarbeet
acreage; (2) there is a definite demand for beet acreage due to necessity of
rotation of crops; (3) Thayer County has some 30,000 irrigated acres suitable
for beets: (4) feel 1,500 to 3,000 acres would go into beets in next 3 years if
acreage available.

J. R. KENNER,
President, Thayer County Bank.

KEARNF.Y, NEBR., June 20, 1962.
Senator CARL CURTIS,
New Senate Office Building,
Washington, D.C.:

Two thousand and seventy-four acres of sugarbeets were planted in BuffTlo
County. Nebr., in 1962; 2.123 acres have been contracted for in 1962. There is
a demand for additional acreage. There are 25,000 acres of land that would
be well suited for sugarbeet growing. The county could handle 400 additional
acres of sugarbeets in the next 3 years. County has expanded from 1,600 to
2.100 acres in the past 5 years; however, acreage is determined by processor.

LAWRENCE KEUBLER.
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GRAND ISLAND, NnaB., June 20, 1962.

Hon. CARL T. CURTIS,
U.S. Senator,
Sena te Office Building, Wash ington, D.C.:

Co tacted Assistant County Agent Charles Francis, ASCS Manager A. L.
Johnson, American Crystal Sugar Co. Manager H. H. Winkhoff. The following
data should give Information asked: 1,209 acres sugarbeets contracted for 1962.
There Is a potential demand for 800 additional acres. There are approximately
30,000 acres suitable for beet growing. Sugar factory Indicates 1,200 additional
acres could be handled within the next 1 to 3 years. This Is for Hall County.

DONALD W. HAGGART,
Hall County Soil and Water Conservation District.

LExINGTON, NEDiI., June 20, 1962.
Hon. CAm, T. Cirniis,
Senate Office Building,
Washington, D.C.:

Approximately 6,000 acres sugarbeets planted in Dawson County in 192.
This acreage could easily be doubled if no threat of acreage controls for at
least 2 years; 307,000 acres of Irrigated land in county. If forced to comply
with proposed feed grain program we will be desperately in need of additional
cash crops. Additional sugarbeet acreage will provide some much needed diver-
sili,,atihn for agriculture in this county. Each new grower would purchase ap-
proximately $7,0(0 worth of additional mae.hinutry to get equipped to grow
sugar rbeets.

]IENRY OBIIMAN,
president, Ncbraska Beet Growers Federation.

BIGOEPORT, NEanR., June 20, 1962.
Ion1. CAin. T. CUrIs.
U.S. Scniath, W1rashington, D.C.:

.3lorriil County presently has approxiiatey 9.700 acres of sugarbeets grow-
ing. We have inile than 70,000 acres unler irrigation most of which Is suitable
for growing sugarbeets and within the next few years could easily handle a 20-
percelit increase in slgarbeet aereage and still follow goad crop1 rotation
pra t i es.

ARTI en nrICKSON,
President, Bridqeport State Bank.

(Je0, aNFi., Jine 20,1962.
Senator Cam T. CuTris,
U.8. Senate, 1 osiington. D.C.:

Four hundred lifty acres of ,ugarbeets are being growth in Valley County this
year. There is a demand for expansion and it will increase; 20.000 acres in
county are suitable for beets; .500 to 1,000 acres increase in beet acreage could
realily be handled in the next 3 years. Yom, tolegrani to ite was mailed locally
colusing my re.ply to be lute.

RA.M tON POCOCK.

Aisswoa'rnT, NFan., June 20, 1962.
110n. CAL CURTIS,
Senate Offce Building, Washington, D.C.:

in 19(62 800 in sugarbeets. Present time over 6.500 acres suitable for
beets. Bureau will make another 10,000 acres suitable in 1065, another 20,000
In I!)(;( with over ;o,000 acres by 1970. County agent expects reasonable In-
crase of 1,000 acres in next I to 3 years. First beets grown Itl 1961. Strong
interest In community for ieets as additional crop. It will take a little time
for growers to learn crop. Rigid aiilotments would put growers out of business
as comity has no history. (Growers have invested about $10,000 each for beet
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equipment. Conservative estimate of over $200,000 invested in county of beets
in past 2 years. Above information made available from county agent ASO
office and Bureau of Reclamation.

RoY D. RAITT.

Lisco, NERL, June 20, 1962.lion. CARL, T. CURTIS,
Senate Office Building, Washington, D.O.:

One hundred ten acres sugarbeets presently being raised in Garden County.
'Presently some demand for additional sugar acres but we expect this to in-
crease considerably providing that the farm program goes into effect further
limiting the farmers to the number of acres of corn and other such grains that
he can grow and that are suitable for this North Platte Valley. One important
factor that has discouraged many farmers from raising sugarbeets is the
restriction put on them with reference to acquiring and keeping Mlexican na-
tional beet laborers. However there is much new modern equipment available
which is reducing need for manual labor; 5,000 acres of land suitable for sugar-
beet growing. Garden County could reasonably handle 1,500 additional acres
within the next 1 to 3 years.

THOMAS H. OLSON.

BaULE, NEBR., June 20, 196.
lion. CARl. T. CuRTis,
Senate Office Building,
Washington, D.O.:

Your stand on sugarbeets is appreciated. Keith County 1962 acreage is
2,950. Estimate 300 acres additional for 1963; 10,500 present acres suitable for
beet growing can be increased one-third by additional irrigational wells. Ten
percent estimated increase in acreage each year for 1963, 1964, and 1965 pro-
vided present wheat and corn restrictions continue.

MELVIN ADAMS.

NORTH PLATE, NEBR,, June 19, 1962.
lon. CARL T. CURTIS,
Senate Office Building,
Washington, D.O.:

The offices of our Lincoln County agent and ASO committee have been very
cooperative in supplying information relative to sugarbeet production here.
Por 1962 3.885 acres were signed up for beets in Lincoln County. The 1959
Department of Agriculture Census found 59,000 acres of irrigable cropland in
our county. In a national emergency most of this could be converted to sugar-
beets. Under present quotas it is believed beet acreage will increase perhaps
1,000 acres a year or 3,000 acres for a 3-year period. However, this is subject
to future allotment. Beets are both an intensive and expensive crop demanding
specialized machinery and the importation of labor. Great interest amongst
the growers can only be accomplished under a longtime acreage allotment and
a 10-year period Is none too long for this.

We thank you for your continued interest In the problems facing Nebraska
agriculture.

J. Y. CASTLE.

ORLEANS, NEsB., June 20, 1962.
CARL T. CuirTs,
U.S. Senator, Washington, D.O.:

Harlan County has 15,000 acres suitable for beets and requests for allotments
denied. Passed 10 years. No present acreage. One thousand acres could be
handled in next 3 years.

THOMAS J. WALIDO.
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LoUrP CrrY, NER., June 20, 1962.
Senator CARL T. CURns,
Senate Office Building,
Washington, D.A.:

Re tel no sugarbeets presently being raised. There is a demand. Four thou-
sand acres suitable for sugarbeet growing. Could handle 1,000 acres. New
sugarbeets processing facilities need to be expanded to take care of Increased
acreage.

ELmX BASS.

Rusnvxuz, Nrna., June 20, 1962.
Senator CARL T. CURTXS,

U.S. Senate, Washington, D.C.:
Present Sheridan County sugarbeet acreage 3,000. Could use 500 to 1,000 addi-

tional acreage allotment within next 3 years Total irrigable land In county
about 25,000 acres. Demand limited here only by freight rates and distance of
processing factories.

PHIL GoTTscrIAmr.

CENTRAL CITY, NER., June 19, 1962.
.Senator CARL T. CURTIS,
Washington, D.C.:
I We endorse your sound position on Sugar Act. Merrick County has been
averaging 250 acres beets but down to 75 acres because of labor problem. Think
there Is demand for at least 300 to 500 acres now and further Increase if we can
get a dump. These figures from county agent and ASC. Thank you respectfully.

MARK DriTuMAw.
LINCOLN, NEoR., June 19,1962.

Hon. CARL CURTIS,
U.S. Senate,
Wa8hington, D.C.:

The American farmer needs and deserves the opportunity to produce more of
our country's sugar needs. The agricultural situation dictates the switch to non-
surplus crops. We respectfully request your support for sugar legislation pro-
viding: (1) 100 percent of growth factor be allocated to domestic producers, (2)
60 percent of this growth factor be designated for new growers and new areas.

WARREN H. CuRRY, President.
WINTON BUCKLEY, Chairman.

Agricultural Committee, South Platte United Chamber of Commerce.

SoorswLU, Nz., June 50, 196S.
Senator CARL T. CURTIS,
Senate O" Building, Washington, D.O.:

Farmers and landowners in Scotts Bluff County favor sugar legislation as
stated in your wire. There is a demand for an increased acreage of sugarbeets
In Scotts Bluff County. Sugarbeets grown in Scotts Bluff County, Agriculture
Committee office records show the following: Year 1959, acres, 36,582; year 1960,
acres, 38,846; year 1961, acres 42,020. Contracted acreage for 1962 44,290 acres.
Here are 200,000 acres suitable for sugarbeets in county. We expect 2,000-acre
Increase each year for the next 3 years. Sources checked for information-
County Agricultural Stabilization Conservation Committee, county agent's office
and Great Western Sugar Co. records. I favor this legislation. Best regards.

CLEM 0. WIMBERLY.

ST. PAUL, MXNN., June 20,1962.
Hon. CARL T. CusRTs,
U.S. Senate Offlce Building,
Washington, D.C.:

No present sugarbeet acreage in Howard County. Definite demand in county.
Sugar acreage waiting for water-Farwell unit. Fifty thousand acres suitable
for sugarbeet growing in Howard County. Could handle 2,500 to 3,000 acres of
sugarbeets in next 3 years if plant capacity at Grand Island Is available. Poten-
tial development In central Nebraska next 10 to 15 years Is 20,000 to 25,000 acres
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in sugarbeets, if plant capacity is available. Summary: Acreage for sugar-
beets is available; plant capacity is important to insure market for the sugar-
beets.

CYRIL P. SCHAUGHNESSY.

FRANKLIN, NER., June 20, 1962.
CARL T. Cmrns,
U.S. Senator, Senate Offle Building,
Washington, D.C.:

Only 23 acres sugarbeets now planted in Franklin County. Twenty-eight
thousand acres under irrigation in county, about half under pump and half In
Bostwick district in valley. Survey 2 years ago indicated about 50 percent of
irrigators interested in beet acreage due to unsatisfactory returns from corn
production. Estimate 12,000 to 15,000 acres could be converted to beet pro-
duction next 3 years this county.

PERRY SLOCUM.

SPALDING, NEaR.

Senator CARL T. CuRTis,
Senate Office Building,
Washington, D.C.:

Estimate in excess of 10,000 acres under pump irrigation in Greeley County,
Nebr. Certainly 2,500 acres can be brought into sugarbeet production within
next 3 years provided farmers are assured continuity of production to justify
investment in machinery. Accessible market for beets and Grand Island, Nebr.

Best regards.
M. B. M cMANAMAN.

STATEMENT OF SENATOR T. CURTIS

In addition to the specific telegrams I have received, many other communica-
tions have come in over the past months. I shall not burden the record with
all of them. I would state that within the last day or two I have received
requests for additional sugarbeet production from:

Glenn J. McEnlry, manager, Kearney Chamber of Commerce, Kearnev Nla'
Warren Walz, farmer, Ainsworth, Nebr.
Francis BeJot, farmer, Ainsworth, Nebr.
Fred W. Rose, Ainsworth Star Journal, Ainsworth, Nebr.
Darrel S. Bowers, Ainsworth, Nebr.
Dr. Leo Beattie, Ainsworth, Nebr.
Dr. V. L. Hybl, mayor, city of Ainsworth, Nebr.
William Highes, farm manager, city of Ainsworth, Nebr.
Bruce Kennedy. Chamber of Commerce, Ainsworth, Nebr.
H. N. Jesen, Ainsworth, Nebr.
James Kelly, Lexington, Nebr.

THE CENTRAL NEBRASKA PUBLIC POWER
AND IRRIGATION DISTaIOT,
Hastings, Nebr., June 20, 1962.

Re sugarbeet legislation.
Hon. HARRY BYRD,
U.S. Senator,
Chairman, Senate Finance Committee,
Washington, D.C.

DFnA SENATOR: The Central Nebraska Public Power & Irrigation District
is a nonprofit public agency organized under the laws of the State of Nebraska
as a political subdivision of the State to develop its irrigation and hydroelectric
potential.

Organized In 1933 it built and for over 30 years has operated a project now
furnishing gravity irrigation to 113.000 acres of rh, fertile farmlands In
Gosper, Phelps, and Kearney Counties in south central Nebraska- This gravity
irrigation recharges and stabilizes the underground water supply for some
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177,000 acres of pump Irriglted hinds in the above three counties and in Adams
County.

The principal crop on this 290,000 acres of land is corn with yields of over
100 bushels per acre. Only about 2 percent of this irrigated area is in sugar-
beets.

The !,800 acres of beets growzi prove that excellent yields of high sugar con-
tent beets can be grown and most farmers in the four county area are anxious
to add sugarbeets to their crop production. Many are -attle feeders and beets
work In exceedingly well with a feeding program.

Based upon the writers knowledge of the area and his acquaintanceship
with its farmers and an informal factflnding survey it is his opinion that if
quotas and processing facilities were available the beet acreage in this area
could be raised in a few years to approximately 11 percent of the irrigated
acres or around 30,000 acres.

The farms in this area are mostly family operated and there Is a great need
for nonsurplus crops which will help sustain the income which will enable them
to continue as family- Azed farms.

The business interests of the area are already beginning to feel the effect of
large unit farming and of soil bank retired land both of which reduce the
number of farm families with their community sustaining buying power.

The farmers and business interests of this area are anxious to add sugar-
beets to their crop production and hope that action of this Congress will make
this possible.

Sincerely,
STANLEY A. MATZKE,

Asi8tant to the General Manager.

Senator CURTIS. That is all, Mr. Chairman.
The CIIAIIJVf Ax. The next witness is Mr. Harold Purdy, Western

Kansas Sugarbeet Council.
Senator "CAlISON. Mr. Chairman, I would ask unanimous consent

that Mr. Purdy may read his testimony even though he did not com-
ply with the committee request to have copies for everybody; that
he came in late, if that is agreeable with the chairman.

The CHAIRM'AN. Without objection.
Take a seat, Mr. Purdy, and proceed.

STATEMENT OF HAROLD PURDY, WESTERN KANSAS SUGARBEET
COUNCIL

Mr. PunDY. Mr. Chairman, I would like to enter most of our state-
ment from western Kansas into the record to save time, and I will
read just a short part of it, if that is permissible.

The CHAIRMAN. All right.
Mr. PuRDY. Mr. Chairman and members of the committee, I am

Harold Purdy, of Deerfield, Kans., a farmer.
Ve raise sugarbeets in our area. Our area is an irrigated area that

has been developed in the past 4 or 5 years down in the southwestern
part of the State of Kansas.

I would like to reemphasize that we made in our previous statement
that was entered that if it was important in 1934, as a matter of na-
tional security when the continental United States, to assure U.S.
consumers of a plentiful and stable supply of sugar at reasonable
prices, should it not be true today, if not more soI

I would hardly call 3,545,000 tons of sugar allotted to mainland
cane and sugarbeet areas a substantial part of our sugar requirements.

There has been much discussion about subsidizing sugargrowers
here in the United States, when quite possibly the opposite might be
the case.

137
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According to the sugar situation released March 16, 1962, by the
U.S. Department of Agriculture, on page 23, the average price farm-
eis received for a ton of beets in 1961, including Government pay-
ment, was $13.15, yet parity price, or what he should have received,
was $16.40.
. At no time since 1948 has the farmer of sugarbeets received parity

price for a ton of sugarbeets, Government payment included.
* It would appear that the farmers of our country have been sub-

sidizing our standard of living, not only in sugar, but in other crops,
because this same situation exists in these other crops also.

I represent people who think that 59.8 percent of the basic quota
for domestic growers is insufficient. If that is all the American grow-
ers are entitled to, then they should be allowed to produce all of the
59.8 percent in the domestic area that can be produced.

Both S. 3290 and H.R. 12154 state that any deficit occurring in the
domestic area must be prorated to the Republic of the Philippines and
foreign countries named in section 202(c)(3) (A). With deficits very
likely to occur, this change in the language of the deficit provision
of the act does not provide that 59.8 percent of our basic quota will be
produced domestically.

Some have said that the present sugarbeet industry could not fill
all this added tonnage anyway. If this is true, it is because the
industry has been hindered by restrictions so that very little expan-
sion of processing facilities took place.

Even so the industry has made a tremendous contribution the last
3 years when called upon to supply their quota, plus deficits from
other domestic areas

For the reason that expansion of processing facilities should take
place here on the continental United States, we believe that 50,000
tons of sugar set aside for expansion in the sugarbeet area are in-
sufficient. At least 100,000 tons of sugar should be set aside for this
expansion.

Very clear language should be written into the act that this be set
aside starting next year, and each year, regardless of whether there
are acreage restrictions or not. It should also be clear that areas now
producing beets, but shipping long distances to the processors, could
expand enough to build a new factory in their area.

I thank you, Mr. Chairman, for this opportunity to be heard before
your committee and I again urge your serious consideration of pro-
posals to grant the American farmer a greater share of the American
sugar market.

(The statement referred to follows:)

STATEMENT BY HAROLD PURDY WrTH RESPECT TO LONG-RANGE $UGAR LEGISLATION

Mr. Chairman and members of the Finance Committee, it Is a privilege to
again appear 'before your committee to testify for additional sugar production
within the continental United States.

I am Harold Purdy, Deerfleld, Kans. We of Southwest Kansas Sugarbeet
Council, represent some 2,500 farmers in a large irrigation area in southwestern
Kansas, who can and would grow 40,000 to 50,000 acres of sugarbeets, each and
every year, if given the opportunity. Part of this area has raised up to 10,000
acres of sugarbeets since 1906.

,Since 1954 the acres of land under Irrigation have Increased from around
2M.00 acres to in excess of 850,000 acres now. This land is watered by under-
ground wells that average around 1,400 gallons per minute per well which Is
large enough to handle the water requirements of a crop such as sugarbeets

138
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Thla expansion has come about by American citizens who, having faith in
their cgunt,y and Government have, with the help of agencies of the Depart-
ment of Agriculture, invested their own capital and time to develop these
resources.

After all this expense and effort by the Department of Agriculture to develop
an area of intense irrigation farming, it seems strange to many people at home
that with the opportunity at hand to produce more sugarbeets for sugar here
in the continental United States, that we are not permitted to do so. Instead
we must continue to grow crops that are supposedly in surplus and get paid
to take land out of production when we could be growing a nonsurplus crop
of sugar, which Is vital to our national security, on this land taken out of
production.

When the sugar law was enacted in 1934, it was intended to do three things:
(1) Make possible as a matter of national security, to produce a sub-

stantial part of our sugar requirements within the continental United States
and to do this without the consumer-penalizing device of a high protective
tariff;

(2) To assure U.S. consumers of a plentiful and stable supply of sugar
at reasonable prices; and

(3) Permit nearby friendly foreign countries to participate equitably In
supplying the U.S. sugar market for the double purpose of expanding inter-
national trade and assuring a stable and adequate supply of sugar.

Surely if it was true in 1934 as a matter of national security, to produce a
substantial part of our sugar requirements within the continental United States
to assure U.S. consumers of a plentiful and stable supply of sugar at reasonable
prices, should it not be true today, if not more so? Yet it appears to us that
most emphasis is being placed on foreign trade with nations who cannot be
depended upon to supply us with a stable and adequate supply of sugar for the
years ahead.

Is the 3,545,000 tons of sugar that is produced In the continental United States
a substantial part of our sugar needs in line with the national security objective
of the Sugar Act? We think it is not enough and that more sugar should be
produced here.

In the last war we called on Cuba to supply about 1 million tons of extra
sugar above their quota to supply our emergency needs. What foreign coun-
tries can we depend upon to supply our needs in the next emergency should one
ever occur? We need to build a source of supply of sugar here in the United
States that we can absolutely depend upon.

Also, during the last war, our country called on the sugarbeet Industry for
additional production. With the present factories producing at capacity, how
can we count on them to supply any large increase in case the need should
arise? Some provision should be made now so that the industry can prepare
extra processing facilities should the industry be called upon for increased pro-
duction. Can we wait until after the emergency exists to start construction of
plants?

According to Commodity and Facility Summary for Emergency records (July
18, 1961) in regard to sugar, 75 percent of the cane-refining capacity is at loca-
tions highly vulnerable to nuclear attack. They are In or near Boston, New
York, Philadelphia, Baltimore, San Francisco, and New Orleans. We are not
referring to this with a pessimistic view any more than building fallout shelters
is a pessimistic trend. It Is Just a fact that exists.

We believe that these are all facts that should be considered as you are re-
writing the Sugar Act. Although more should be done, a small step in the
direction we are suggesting would be to give 100 percent of the growth factor
to mainland cane and sugarbeet growers, divided 25 percent to mainland cane
and 75 percent to beets, with a set-aside each year for new beet growers of
enough acres to produce 85,000 tons out of this growth factor.

Mr. Chairman, this Is what we recommend.

The CHAIRMAN. Thank you very much, Mr. Purdy.
Any questionsI
Senator CARLSON. Mr. Purdy, how many years have you folks in

western Kansas been growing sugarbeets?
Mr. Puxwy. There has been beets grown in western Kansas since

1906.

85601---42--10
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Senator CARLSON. InI othe words, we have a historic base for
owing sugarbeets in an area that can and does produce good quality

bets?
Mr. PURDY. Yes, sir.
Senator CARLSON. How many acres of irrigated land do we have in

that southwestern or western part of the State?
M r. PURDY. The area I represent has about, a little over, 850,000

acres of ground under irrigation.
Senator CARLSON. And most of this irrigated land has soil that

would be available for sugarbeets?
Mr. PURDY. Yes, it would.
Senator CARLSON. At the present time the beets grown in Kansms

are processed where?
1%r. Pt-my. They are processed in three different Colorado fac-

tories.
Senator CARLSON. What are the towns ?
Mr. PURDY. One of them is at Rocky Ford, one of them is at Sugar

City, and the other one is at Brighton.
Senator CARLSOn. As far as you know the beets produced in Kansas,

that is the quantity of beets produced in Kansas which are processed
in the Colorado mills could be greatly increased if they had the ca-
pacity to take them?

Mr. PUnDY. Oh, yes. There has been a great demand for sugar-
beets in our area alone.

Senator CARLSON. Do you know how many thousand acres we have
in beets in that western part of Kansas?

Mr. PURDY. The area I represent has 10,000 acres planted this
year but there is a northern area up there that has about half that
much planted, in the northern part of the State that I do not repre-
sent.

Senator CARLSON. In your opinion, could not the acreage be ex-
panded without any difficulty to furnish, and completely furnish or
supply a refinery I

Mr. PURDY. We took a survey just this spring, and we had requests
for this excess of 40,000 acres of sugarbeets in our southwest 19
counties alone.

Senator CARLSON. There is no question then but what you could
furnish beets providing that there was some certainty of continued
production?

Mr. PrDY. I believe there is no question, because half of the farm-
ers didn't even take time to send back the postcard.

Senator CArLSON. I appreciate very much your statement, because
the Secretary yesterday, Secretary Murphy, stated that, in the future
allocations and locations of refineries, past production of beets would
be one of the considerations of the criteria that would determine when
and if any new plants would be established. Mr. Purdy, I appreciate
your statement very much.

Mr. Chairman, with your permission I also offer for the record a
statement by Mr. Harry L. Lightcap of Hugoton, Kansas.

The CHIRMAN. It will be incorporated in the record of the hear-
ing.

140
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(The statement of Mr. Lightcap follows:)

STATEMENT BY HARRY L. LIGHiTOAP WITH RESPECT TO LONG-RANGE SUGAR
LEGISLATION

Mr. Chairmau and members of the Finance Committee, I am Harry L. Light-
cap, representing new growers and new growing areas In western Kansas.

I appreciate the opportunity to present my views on amendments to the Sugar
Act which expires June 30, 1962, and with particular reference to aiding domestic
producers of sugarcane and sugarbeets and with emphasis on new growers and
new areas.

Now the question our people in Kansas want to ask is: Where are we going to
get our sugar supplies during the next war, or any great national emergency.
During the last war Cuba was supplying us with 3 million tons, which was their
quota, we called on them for another million tons, and It was furnished. Cuba
being only 90 miles from our shore, yet a sugar rationing was put on Immedi-
ately, and you each remember the shortage. But now-no Cuba for these sup-
plies. Our domestic production of 4,400,000 tons, of which 3,500,000 would be
produced on continental United States, would be the extent of our sugar, and
with 75 percent of our sugar refineries being vulnerable to attacks, this amount
could be cut down considerably.
. At this time I wish to refer to an address by Lawrence Myers, Director of the

Sugar Division, Agriculture Stabilization and Conservation Service, U.S. De-
partment of Agriculture, before the Sugar Club, New York City, Thursday,
February 15, 1962, which is printed in Sugar Reports No. 118, dated February
1962 by U.S. Department of Agriculture, Washington, D.C.

Page 9: "In the postwar period under the Sugar Act 1948, emphasis was placed
upon the dependability of Cuban supplies. Pre-Castro Cuba had stood beside
the United States and had supplied us sugar at reasonable prices during the two
world wars and was destined to do so during the period of fighting in Korea and
during the Hungarian-Suez crisis. It was recognized, therefore, that the quota
premium at that time not only constituted foreign aid but also provided supply
insurance. Cuba, producing 6 million tons of sugar annually and located 90 miles
off our shore, had the ability and willingness necessary to guarantee supplies for
the American market No other country has that ability. Alternative suppliers
have small reserves, are located far away or both."

Page 10: "Our sugar program has worked. Domestic producers have enjoyed
the benefits of price stability and domestic consumers have enjoyed adequate
and stable supplies. Not surprisingly, therefore, It is asked 'why rock the boat'?
The answer Is Mr. Fidel Castro. He and his fellow Communists not merely
rocked the boat, they have sunk it. Almost immediately after Castro came to
power in January 1959, Cuba started to shift its sugar economy into Commun-
nist orbit. This country reacted slowly. However, it finally recognized that
Cuba was no longer a dependable source of supply for sugar and in July 1960
provided that supplies should come from other sources. The United States must
readjust its thinking on the entire sugar program to the realities of today."

Page 11: "As sugar people, you members of the Sugar Club have only incidental
interests In the cost and foreign relations aspects of the sugar program. There-
fore, let us examine the matter now from the more narrow standpoint of Its
effects on our sugar supplies and sugar trade. While the United States obtained
3 million tons of sugar annually from Cuba and could obtain practically un-
limited additional quantities when needed, it was not vital whether some of
our other suppliers marketed their sugar early or late, or whether they filled
their quotas in whole or In part. With Cuba in the Communists' hands, this
country has lost its ever-dependable sugar bowl and the governor on its sugar
market. We must now go to smaller suppliers frequently In faraway places.
Sugar could be shipped from Cuba to New Orleans over a weekend or to north
of Hatteras refiners in 4 to 6 days. An Important part of our substitute sup-
plies last year were on the water 4 to 6 weeks. In fact, some of the sugar real-
located on June I did not start to arrive until October."

Page 12: "We must now attempt to anticipate our supply requirements months
in advance. However, leadtime is not all that we need. Who among you
forecast the outbreak of fighting in Korea or the Hungarian revolt 4 months
in advance? Each brought on a wave of sugar buying. Who Is going to tell
us the exact level of demand 4 months from now and 4 months from tomorrow
and from tomorrow's tomorrow. 'Ve.halhs, as has been suggested, you refiners
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will be prepared to build huge warehouses and carry reserve supplies to meet
unforeseen upsurges in demand. Either we must carry huge stocks of sugar
in this country to meet such requirements or we must have flexibility In obtain-
ing supplies from foreign countries. The third choice is to endanger our sup-
plies. Today our important supplies are divided into a number of watertight
compartments. This Is necessary If the present quota system is to be effective
in supporting prices but it involves risk to long and thin supply lines."

Page 14: "In the past year we have had a large measure of good luck and
most of our foreign suppliers have shown the desire to cooperate. Even so,
receipts tended to be Inadequate in the early summer and threatened to become
excessive at the end of the year. Worse yet, the market was adversely affected
for a number of weeks by assurances of sugar that did not exist and that could
not be supplied."

I think that experience of last summer is an excellent example of what the
sugar industry must anticipate in the future If the sugar program remains un-
changed. Inevitably, some countries will be excessively optimistic about their
abilities to supply. Inevitably, sugar from some distant sources will fail to
arrive when it is most needed. The authority is not in our hands to control
the monsoons or storms at sea, to prevent port congestion or labor difficulties,
or to determine foreign decontrol actions or prevent internal strife In countries
abroad. Either we must allow for shortfalls and poorly timed arrivals by higher
quota figures, which may depress prices, or we must face the danger of shortages.
Twice during the past month foreign developments have placed our sugar sup-
plies in Jeopardy. The more dramatic time was when the market feared that
the short-lived coup d'etat in the Dominican Republic might cause us to lose
Dominican supplies. Equally important, however, was the slow selling of
Philippine sugar that preceded devaluation in that country. Such difficulties
are inevitable when we attempt to give to each supplier and potential supplier
throughout the world a fragment of a quota designed to meter sugar into the
United States from the mountainous supplies of Cuba.

Now gentlemen you can see the situation we are in for the future. Mr.
Lawrence Myers knows the truth of the Sugar Act, and from these paragraphs
I have quoted to you from his speech, he is painting a very dark picture. We
are at peace in the world at present and the shipping lanes are all open. In
case of another war a few submarines would block this shipping, and not one
shipload of sugar would arrive from foreign soil.

As our legislative bodies have the destiny of our country In their hands, let
them not overlook the fact that our own economy and security measures should
come first by all means.

We reluctantly agree with the bill H.R. 12154 except there is not sugar enough
allowed for new areas and growers.

Mr. Chairman, it Is necessary for the Congress to assume the responsibility
of writing a sound long-term Sugar Act. One that would provide a substantial
growth of sugarbeets in the State of Kansas, along with other States and areas,
that are desiring to provide sugar. And this can only be done by allowing 100
percent of the growth factor instead of only 63 percent to domestic growers.
That is what we endorse at this time to give new growing areas 85,000 tons of
sugar each year.

I thank you for allowing me to appear before your committee.

The CTIATRMAx. The next witness is Mr. Charles H. Schenk, Sr.,
of the Wabash Valley Sugar Beet Growers Association.

Mr. Schenk, will you come forward and take a seat, sir.

STATEMENT OF CHARLES H. SCHENK, SR., PRESIDENT, WABASH
VALLEY BEET DEVELOPING ASSOCIATION

Mr. SCHENK. Mr. Chairman, I appreciate the opportunity to ap-
pear before you and your committee to express the view of the farmers
of our organization.

I am Charles H. Schenk, a farmer of Vincennes, Ind., and I have
farmed for many years and at the present time am president of the
Wabash Valley Beet Developing Association.
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This association represents an area of southwestern Indiana and
.outheastern Illinois comprising 15 counties with a membership of
several thousand members. This area has an unlimited amount of
ground water for irrigation, and natural resource has never been used
adequately. (Any business to operate efficiently should take ad-
vantage of all natural resources available.) Sugarbeets will make
efficient use of these resources.

We farmers believe that a larger percentage of the U.S. sugar
supply should be produced by domestic beet and mainland cane
growers and that provision should be made to allow part of this
increase to come from new sugar-producing areas.

A strong agriculture is basic to the continued success of our Ameri-
can economy and it is in the public interest for consumers to have a
safe, dependable supply of sugar.

The broad purpose of sugar quota laws has generally been regarded
as being to provide U.S. consumers with a safe and adequate supply
of sugar at prices which would both maintain the domestic sugar
industry and be fair and reasonable to consumers. An additional
purpose of sugar quota legislation has been to promote the export
trade of the United States.1

Our sugar program has worked. Domestic producers have en-
joyed the benefits of price stability and domestic consumers have en-
joyed adequate and stable supplies. Not surprisingly, therefore, it is
asked "Why rock the boat I"

The answer is Mr. Fidel Castro. He and his fellow Communists
not merely rocked the boat, they sank it.

Almost immediately after Castro came into power in January
1959, Cuba started to shift its sugar economy into the Communist
orbit. This country reacted slowly. However, it finally recognized
that Cuba was no longer a dependable source of supply for sugar
and in July 1960, provided that supplies should come from other
sources. The United States must readjust its thinking on the entire
sugar program to the realities of today.'

ADDITIONAL U.S. SUGAR PRODUCTION WOULD AID AGRICULTURE

Increased domestic sugar production would aid parts of American
agriculture. Our agriculture is the env of much of the world. It
is basic to our economy and has helped make us the best fed and
clothed Nation in the history of niankind.

It must remain strong if we are to continue to progress. Largely
because of the productivity of our agriculture, we free men from the
land, to make the conveniences and luxuries we all enjoy. We now
have only 9 percent of our population on farms as contrasted to 45-50
percent in Russia.

Our farmers have increased productivity marvelously in the last
two decades. Since World War II, farm output has gone up about
one-fourth with no increase in total inputs.

Also, food processing industries have increased their output per
man-hour by 40 percent.

2 "S special Study on Sugar," committee print, 87th Cong. 1st seas., Feb. 14 1901, p. 14.'
2 Address by Lawrence Myers, Director, Sugar Division, U.S. Department oR Agrlculture,

before the Sugar Club. Sugar Reports, No. 118, February 19 62, p. 10.
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Thus, the American economy grows and the Anmerican consumer
gains. No other constuner in the world gets such a break.

American families buy more food, of better quality and wider
variety, than any other families in the world, and do it, at less cost
in hours of work than any other families in the world.

It is important that we keep this marvelous production plant
strong.

At the pent time we have surplus production in agriculture, and
agriculture is depressed.

Grain prices per bushel-furnished by Igleheart Bros. Elevator of
Evansville, Ind., which is one of our largest and oldest. companies and
they are very dependable and we selected the (late and used the same
date in all 10 years and this is what we found.

In a 10-year period we had a loss in price of wheat of 50 cents a
bushel which is 22-percent reductions.

In corn we had a loss of 58 cents a bushel which was 35-percent.
reduction.

In soybeans we had a 67-cent loss which is 25-perent reduction.

Wheat Yellow corn Soybeans

Nov. 1:

1951 ---------------------------------------------------- $2.33 $1.,53 $2.691952 ---------------------------------------------------- 2.12 1.43 2.62
19M5 ---------------------------------------------------- 1.75 1L'28 2.531953 ------------------------------------------------------- 5. 2.6

1955 ------------------------------------------------------ 1.85 .97 2.05
195 .---------------------------------------------------- 2 I 1.12 2.16
1957 ------------------------------------------------------- 1.06 1.01 2.02
1958 ....................................................... - 1.6 .95 1. 8
1959 ------------------------------------------------------ 1.78 .97 1.9
196) ------------------------------------------------------- 1.79 .89 1.96
1961 ....................................................... 1. 2.02

Resources will have to be moAed out of a,'icult u e if we dont find
uses for them. "I'!his -ill be costly, in terms of i1prortin&g families, dis-
rupting local communities, and reltraining workers. To use sonie of
these stirl)lus resources in producin.., sugar should ]lelp keep agricul-
ture strong while protecting owe' sugar suJ)ply. It would alFo help
provide employnieit in rural areas where 111(1 'ur)lis la)or and low
income exists and reduce costs of our aid to agri(ult ure.

Increased farn and service labor would be erploved. The number
of local servie jobs of all kinds is close], associated! with the number
of )eol)le employed in manufacturing.

In a rural town the ratio of manufacturing to service eiployinent is
about I to 1.

With I his ratio in mind, the employment growth of rural areas be-
c cause of an expanded sugar industly witl very prol)ably be increased
by between one and two service jobs'for every manufacturing employ-
ment opportunity created.

Our Government is making sizable payments to keep agriculture
strong. According to J. e. Bott um, noted Purdue agricultural
economist,

The United States is spending between $4 to $5 billion anually in order to bal-
ance our agricultural production .and markets, through programs ot increase
outlets and programs to adjust supply.
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To use some of our surplus agricultural resources in producing sugar
should help balance our maladjustment of resources in agriculture
while protecting our sugar supply and keeping agriculture strong.

Research has been largely responsible for our outstanding agricul-
tural productivity. If ma jor research efforts were directed to the
sugar industry it is probable, based upon experience with broilers and
other a ricultural products, that the United States could become one
of the ow-cost sugar producers of the world while maintaining the
high standard of living of American workers.

Technological advance has already been rapid for domestic sugar
crops. Man-hours of labor required to produce a ton of sugar have
been sharlyi) reduced in the past decade and mechanization 'has been
rajid. Yields per acre have risen a fourth or nore since the end of
*World War II in mainland sugarbect and sugarrciale areas and in
hlawaii. 3

It might be well to use more of our fine research facilities to improve
sugar production instead of crops that are in surplus.

Tire must keep our research scientists working to take care of our
expanding population and keep us ahead in the food and fiber pro-
duction.

NEW AREAS CAN PRODUCE SUGAR EFFICIENTLY

Some areas have shown high ability to produce. Tests conducted
by the Universitv of Arizona. have shown yields as high as 37.8 tons
of beets per acre'and sugar yield of 5.6 toils of sugar per acre.4

The 1960 U.S. average yi'eld under irrigation was 19 tons of beets
per acre.5

AI)D1TIONAL U.S. SUGAR PRODUCTION WOULD All) INDUSTRY

Tle administration is urging industrial expansion and increased
employment. Expansion within the sugar industry would help meet
this g al. It would help provide work in some rural low-income aias.
Increased employment resulting from a new $12 million to $18 million
sugar plant in an area, use of local land, equipment, and supplies
would all be beneficial.

ADDITIONAL U.S. SUGAR PRODUCTION WOULD AI) CONSUMERS

Cuba has been a major supplier of sugar to the United States from
the beginning of our modern sugar economy.

In recent years, prior to mid-1960, our imports of sugar from Cuba
amounted to over 3 million tons annually, about, one-third of total
consumption in the United States and some two-thirds of all sugar
im)orte( frol foreign areas. The Cuban sugar trade with the United
States has now been redirected toward the Communist bloc."

The United States sold sizable quantity of wheat and lard to Cuba
and imported sugar from them so they could buy our wheat and
lard.

S",Special Study on Sugar," committee print, 87th Cong., lst sess., Feb. 14, 1961, p. 3.
'"Results of Beet Test," Safford Experiment Station, University of Arliona, Tucson,

Ariz.. 1962.
SAddress by Tom 0. Murphy, Deputy Director, Sugar Division, U.S. Department of

Agriculture, at Kansas City sugarbeet seminar, "Sugar Reports," No. 118. February 19062,
p. 19.

6 "Special Study on Sugar," committee print, 87th Cong., lot sess., Feb. 14, 1961, p. 1.
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For years, Cuba was the largest market in Latin America for U.S.
agricultural products, notably rice, lard, wheat, and wheat flour.
This market has been lost to the United States and it appears desirable
to offset this lost market by producing more sugar domestically.

An increase in domestic production would help provide a depend-
able domestic supply of sugar in the event of an international emer-
gency, thus aiding consumers and following the purpose of the sugar
laws.

SUMMARY

We growers of agricultural commodities appreciate the help given
to the American farmer by the USDA and the Congress of the United
States.

Many billions of dollars have been appropriated and research and
educational programs have been supported. Land has been taken out
of production with the aid of Government payments. However, sur-
plus products still depress prices. The farmer has a low income com-
pared to incomes of others.

Increased production of sugar within the United States would
strengthen the economy of American farmers in new growing areas.
It would help balance our maladjustment of resources in agricul-
ture, help keep agriculture strong, and protect our sugar supply.

We believe that H.R. 12154 does not give adequate recognition to
new sugar-producing areas.

We strongly recommend that the sugar bill provide that all of
the annual growth in sugar requirements, about 9,700,000 tons (the
"growth factor"), be retained for the domestic beet and mainland cane
growers, to be divided 75 percent beets and 25 percent cane, and that
new growing areas be granted annually 85,000 tons or such acreage
as would vield 85,000 tons of sugar.

This w would provide for reasonable growth in established sugar-
producing areas and at the same time provide sufficient tonnage for
at least two new growing areas annually.

In addition to Indiana and Illinois, the States of Maine, New York,
Texas, Missouri, Arizona, New Mexico, Oklahoma, and others all
without processing mills, as well as Kansas, Nebraska, Minnesota,
California, Michigan, and Washington, all desiring additional proc-
essing mills, and Florida and Louisiana desiring quotas for newly
constructed refineries are all insisting upon the right to produce sugar.

You should know that it's not just the farmers in these States, but
the businessmen, the bankers, real estate, insurance, grocery men, and
professional men are serious in the same manner.

Research has shown that many new areas can produce sugar profit-
ably at present price levels. We urge you to give this opportunity
to the American farmer.

I thank you.
The CTARMAx. Thank you very much.
Senator CAfrAON. Mr. Schenk, I believe you are recommending that

the sugar bill provide that all the annual growth in sugar require-
ments be retained for the domestic beet and mainland canegrowers,
is that correct?

Mr. SCIJENK. That is right.
Senator CARxrSOx. And your reasons for that?
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Mr. SCTIINK. Well, there are several reasons: The first would be
that we feel as though the American farmer might be able to have a
better title to the growth factors since it is something that is accumu-
ated within the increase in population within the United Sates. That
is one.

Second, we think the American farmer has a greater vested interest
in greater domestic production due to the fact he is retiring a certain
amount of his crop acres to comply with the Federal farm program.

Third, would be this: That, as you know, in the last few years we
have acquired better mechanized equipment to grow sugarbeets and
sugarcane, and now we can eliminate most of the hand labor we used
to have, which makes this crop more suitable to the American farmer.

I think that is about the three reasons I would suggest.
Senator CARLSo.. Thank you very much.
Senator B N wrr. May I ask a question?
The CHAIRMAN. Senator Bennett.
Senator BE.NNrV. The other four witnesses who have been farmers

have told us about the actual number of acres available in their area
which are already irrigated. You refer to the existence of ground
water which could be used for irrigation. Are there many irrigated
acres in your area?

Mr. SCHENK. Yes. They have tried to irrigate corn and alfalfa.
We have, oh, I would say ii is, probably several hundred ground wells
that had been pumping water but it has got to the point that corn is
so cheap you just can't afford to irrigate corn any more and that is
one of the reasons.

I would like to explain a little more about this ground water. This
is unusual and if we are going to operate a farm efficiently we must
use this. Now we are using it on potatoes. Just think ot this, this
entire glacier formation of the Wabash Valley, on my farmh it is only
6 feet to ground water and on most farms, I would say the entire
valley, would be 20 feet to ground water. Our geologists say there
are unlimited amounts. If we are going to farm our land eficiently
we are going to have to use all these resources.

Now, gentlemen, we are growing potatoes, we are growing bunch
beans, we are growing bunch beans on my farm today because of the
benefit of these resources, and alfalfa, but most of the crops that we
are growing are not profitable.

As you notice that table of prices I gave you just doesn't make it
profitable to irrigate it, so we have to find new crops which would be
profitable to irrigate.

Senator CURTIS. Are you raising beets now?
Mr. SCITENK. Through the universities-Illinois University and

Purdue University are carrying on experimental work in abbut 15
counties extensively and in many other counties in limited amounts.

Senator CURTIs. But there is no actual production ?
Mr. SCHENK. No. We hope that through the help of your com-

mittee, the Members of the Senate and Congress will provide a provi-
sion within the Sugar Act that when we do find, and we have every
indication to believe we can, I will mention that in a minute, that
there will be a provision, when we are ready that we could get an
allotment.
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I just returned from Ohio in comparing the beets in northwestern
Ohio with the plots we have in Indiauii, and they compare very
favorably.

I just had a friend return from Denver in looking over the beets
in the State of Colorado, and that was his purpo.ze out there and he
catne back and reported to me that the beets in Colorado were just
about the same as those in Indiana.

So we have had men from sugar companies investigating our area
and they talk very favorably about, it but as you know we are not
ready togo into production until we carry on more experimental work.

But we do have great hopes.
Senator BEPNxEvr. Thank you, Mr. Chairman.
The CHAI-INX. Any further questions?
Thank you very much, Mr. Schenk.
Mr. SC1nTEiNK. Thank you.
The CIm.uIr.AN. The next witness is Mr. Earl R. Boyce, of Palm

Beach, Fla. lhave a seat Mr. Boyce.

STATEMENT OF EARL BOYCE, OF PALM BEACH, FLA.

M[r. BoyciE. My name is Earl R. Boyce. I am an attorney from
Paln Beach, FI1A., and I am appearing on behalf of the following
canegrowers in Florida: Dr. A. F. Saunders, H. T. Seely, J. J. 11cr-
ring, E. J. Miller, Arrow Sugar Corp., Warren NXorth, R. N. Bass,
Marion Widden, Dr. MIendoza, A. L. Lee, and A. W. Waldron.

The acreage of new cane planted by the above growers before April
15, 1962, varies from 12.60 acres as tie smaller ownership, to 634.75
as the larger ownership. These small growers are all located in the
area south of Lake Okeechobee, Fla.

There are many small canegrowers in the South having new cane
acreage planted before April 15, 1962, when there were in effect no
restrictions on planting. This was under notice published in the
Federal Register by the Secretary of As.riculture in 1962. The best
information available from the Department of Agriculture is that
such new canegrowers may he able to process 80 percent of such pro-
duction and at best. only 90 percent in 1963 and 1964.

Nowhere in the transcript of the hearings before the house Agri-
culture Committee, or in the committee report (No. 1829) has the
Department of Agriculture set out the precise formula under which
allocations to new acreage will be made under the act. It is impor-
tant to all interested parties that the Department of Agriculture
make known specifically the formula on which such allocations will
be made so that a new grower may he able to arrive at. a fairly accurate
idea as to how the new acreage will be treated. hless the allotments
or quotas will allow the small new cane producers to process and
market their entire production, they cannot. possibly continue in busi-
ness. It appears inconsistent and unfair under the ronosed legisla-
tion to lenve the po-sibility that, small domestic producers may be
suh0tantially cut back or forced out of busines.q completely.

The record is not clear, so far, as t0 precisely how small new arow-
ers, whether of beet or cane, will be treated ulder allocations by the
Department of Agriculture.

148
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It, should be made clear as to the exact formula which the Depart-
ment of Agriculture would use or follow in arriving at an allocation
to a nmw grower of caue. We do not know how the 1)epart'ent would
apply allocations or quotas to a small new cane grower.

It'would be cleared up if the Department would apply its formula
for arriving at an allocation for these small new growers to a small
grower of f-00 new acres of sugarcane and show how such allocation
would be made mider the bill adopted by the House. Would this
formula be followed in each such case'of these small new cano
growers?

We need some assurance from those who would administer this act
that a new grower will not be cut back simply because lie is a new
grower.

I understand some persons are proposing that the Department
should cut back new growers in a larger percentage than old growers.

We request the committee to obtain assurance for these small new
growers that acreage of new and old domestic growers will be given
equal considerations in allotments and cutbacks so that these small
new growerm will net be discriminated against.

We submit that the problem of these new small came growers can
also be solved by setting aside a, larger amomnt of tonnage for allo-
cation of new mainland growers. This small amount of additional
tonnage can be obtained 7rom a small portion of the amount which
was previously allocated to Cuba.

The Crrtmnru,,. Thank you very much, Mr. Boyce.
The next witness is Mr: Josepl M. Creed of the Industrial Sugar

UIsers Group.
Take a seat, sir.

STATEMENT OF JOSEPH M. CREED, INDUSTRIAL SUGAR USERS
GROUP

Mr. CIW:D. Mr. Chairman, and members of the committee, I think
that I can say before I commence my statement that I am presenting.
after hearing the other witnesses, definitely a minority point of view.

I am counsel for the American Bakers Association and the Biscuit
and ('racker Manufacturers' Association, both of which organizations
are members of the Industrial Sugar Users Group whose views E am.
presenting here today.

The Industrial Users subscribing to this statement are:
American Bakers Association.
American Bottlers of Carbonated Beverages.
Associated Retail Bakers of America.
Association of Cocoa and Chocolate Manufacturers of the

United States.
Biscuit and Cracker Manufacturers' Association.
Flavoring Extract Manufacturers Association of the United

States.
International Association of Ice Cream Manufacturers.
National Bakers' Suppliers Association.
National Manufacturers of Beverage Flavors; and
National Preservers' Association, Inc.
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When the hearings on sugar legislation were held before the Agri-
culture Committee of the House, we supported H.R. 11725, intro-
duced by Congressman Thomas G. Abernethy.

Inasmuch as the Agriculture Committee and the House have acted
upon a bill, and the time available to this committee is short to con-
sider all the aspects of the Abernethy bill, I shall discuss only one
provision of that bill as a proposed amendment to HI.R. 12154, as
passed by the House.

I ask, however, with the consent of the committee, that my full
statement presented to the House Agriculture Committee be incor-
porated as a part of the record and proceedings of this hearing.

The CIHAiMAN. Without objection it will be inserted following
your oral presentation.

Mr. CREED. The amendment which we are urging here today is
simple in its context, but we consider it to be of major importance
for the benefit of industrial users and all other consumers of sugar
in the United States.

Some 70 percent of all the sugar used by consumers is received
tlurough products manufactured by the various industrial sugar users.

Only 30 percent of the sugar which the ultimate consumer uses is
bought by him in the form of sugar.

It is important, therefore, that there be made available to indus-
trial users, and through them to the consumers of the United States,
an adequate supply of sugar at reasonable prices, at all times and
under all conditions.

H.R. 12154 is extremely generous in its provisions for doitestic
sugar producers and processors. It will increase their share of the
domestic market from the 55 percent provided in the 1956 amend-
ments to 63 percent of all our sugar requirements in excess of 9,700,-
000 tons.

This is an increase of over 20 percent in the percentage of the
market which the domestic sugar industry will take over in the years
ahead, as compared with their share of the market when the Sugar
Act was passed in 1948-an increase wholly unjustified, in our opin-
ion, since it can be provided only under heavy subsidies.

It is pertinent to point out that the chairman of the House Agri-
culture Committee in the debate in the House on this bill on Mon-
day, recalled the admonition of President Roosevelt when he signed
the first sugar bill, that this production in the domestic area should
not be increased because, as Mr. Cooley correctly observed:

It is uneconomical to produce It domestically. It has to be on an artificial
basis.

As American manufacturers, even as the domestic sugar process-
ing industry who are also manufacturers, we have no objection to
their growth.

However, it must be borne in mind that the domestic sugar process-
ing industry grows at the expense of the taxpayer and sugar con-
sumer, because of the heavy subsidies paid to the industry year in
and year out.

The users of sugar receive no subsidies of any kind, nor are they
seeking any; but we believe this committee in acting upon this legis-
lation should not forget for one moment that to the extent it permits
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the expansion of the sugar industry, to that extent it is imposing a
further tax burden upon the consumers in this country.

For that reason, we believe the domestic production" should be kept
at its present level of 55 percent of the market.

The argument is frequently heard from the proponents of this
ever-increasing expansion of the domestic sugar industry that these
Sugar Act payments cost nothing because the total taxes taken in over
the years have exceeded the total payments-indeed the Treasury has
benefited by the surplus so that it has cost nothing for these payments.

The sophistry of such an argument should be apparent.
Obviously, the taxes come from somewhere and, necessarily it must

be the consumer.
Additionally, it is frequently stated that the success of this pro-

gram should be measured by ile painlessness of it. The housewife
is unaware, it is said, that such a program exists, because she has
never felt it.

This argument can be likened to that of the dentist who extracts
a tooth painlessly. True, the patient does not feel the pain of the
extraction but the incontrovertible fact is that the tooth has per-
manently left the patient's mouth. In this case-a sweet tooth.

With its own peculiar form of social security, the sugar industry
is nurtured by the Government from the moment of conception to the
moment of consumption of its product by the consumer.

The industry is told by the Government how much it can plant;
the wages to be paid; the conditions under which it will operate; how
much sugar it can produce and sell; and through the manipulation of
quotas, the return on its investment is guaranteed. It is as completely
insulated from the vagaries of the marketplace as can be.

With all these protective features for the sugar industry written
into the act, it is somewhat difficult to provide for the protection of
consumers, although the act states this to be one of its primary
purposes.

Indeed, the ranking minority member of the Agriculture Com-
mittee, Mr. Hoeven, advised his colleagues of the House during the
debate on Monday as follows:

Let us not forget the main objective of this sugar legislation is to provide an
adequate supply of sugar at all times to our growing population at reasonable
prices to the consumers.

It is essential, it seems to us, that if the Congress desires to continue
to enlarge this bonanza for the domestic producers, that it provide
a minimal amount of insurance for the consumer, so he will be assured
of an adequate supply of sugar at reasonable prices under all condi-
tions. To accomp ish this, we propose that the following amendment
be incorporated into the bill passed by the House.

On line 17 of page 2, strike the period and insert the following:
Provided, however, That the total amount of sugar needed to meet require-

ments of consumers in the continental United States shall not be less than the
amount required after allowances for normal carryover, to give consumers of the
continental United States a per capita consumption of 100 pounds.

As can be seen, this provides for only 100 pounds as a minimum
level, whereas the House report on page 21 points out that in no year
since the passage of the Sugar Act of 1948 has sugar distribution aver-.
aged less than 101 pounds per capita; and for the last 5 years, it has
averaged 103.6 pounds per capita.
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It may be asked why it is necessary to include such a provision if the
annual average has been in excess of 100 pounds.

The answer is, Mr. Chairman, that. during some of these years the
Secretary has deliberately set. the quota below the 100-pound mark to
increase sugar prices.

This avoids the conuressional intent of protecting the consumer.
Secondly, this provision will specifically indicate to the Secretary

that the Congress wants this amount of sugar available to consumers at
all times during the year.

We submit that this minimum level of 100 pounds will not interfere
with the administration of the Sugar Act..

In fact, the Director of the Sugar Branch, Mr. Lawrence Myers, has
indicated that the Department could live with such a provision.

We strongly urge, therefore, that this committee, to protect the
consumers of'the United States, as well as the growers and sugar
processors who will benefit, so hidsomel.y under the terms of H.R.
12154, include this amendment in this bill which it reports to theSenate.

Mr. Chairman, we t ha nk you and the members of the committee for
giving us this opportunity to present our views on this important
legislation.

The CHAIRMAN. Thank you very much, sir.
Senator CURTIS. Mr. Chairman, I have a few questions.
Time CHAIRMAN. The Chair recognizes Senator Curtis.
Senator CURTIS. You represent the American Bakers Association?
Mr. CREED. Yes, Senator.
Senator CuTrns. They have members in Nebraska ?
Mr. CREED. Yes, Senator.
Senator CURTIS. Who are they?
Mr. CREED. We have Peter Pan Bakeries in Omaha; we have Con-

tinental Baking Co. I don't have a list of the complete membership.
Senator CuRTis. Do they concur in your statement here, in your at-

tack upon the domestic sugar industry?
Mr. CREED. It is my understanding tihm. our membership entirely

supports our views with respect to sugar legislation.
Senator CURTIS. Do they support, your position? What you have

said about the domestic sugar industry, these Nebraska concerns?
Mr. CREED. I have no reason to believe to the contrary, Senator.
Senator Curtis. Do you have any members of the American Bot-

tlers of Carbonated Beverages in my State?
Mr. CREED. I am sure there are several.
Senator Currs, Would you name them?
Mr. CREED. I do not know their names but there is a representative

her from the American Bottlers Association who can if you wish.
Senator CunrIs. I wish you would supply them for the record, the

Nebraska members.
Mr. COmm. I would be glad to do that, Senator.
Senator Cums. How about the Associated Retail Bakers of

America, do they have any members in My State 1
Mr. CRED. Yes, Senator, they do. !
Senator CuRm. How about the Association of Cocoa and Chocolate.

Manufacturers of the United States,, do they have members there?
Mr. CiR.wD. I don't know.
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Senator CURTIs. The Biscuit and Cracker Manufacturers Associ-
ation ?

Mlr. CREED. Yes, Senator.
Senator CuTIS. And these other groups, I wish you would supply

the names of the businesses in the State of Nebraska for whom you
speak. I have no feeling whatever that any of them would concur
in your observations about the doinestic sugar industry.

(The information follows:)
NEBRASKA SOFT DRINK BOTTLERS HAVING MEMBERSHIP IN THE AMERICAN

BOTTLERS OF CARBONATED BEVERAGES

NEBRASKA

Alliance:
Pepsi-Cola Bottling Co., 102-10 Cheyenne Avenue
Seven-Up Bottling Co. of Alliance, Inc., 102 Bighorn Avenue

Beatrice:
Coca-Cola Bottling Co. of Beatrice, Inc., 720 Irving Street
Dr. Pepper Bottling Co., 306 West Court Street

Columbus: Coca-Cola Bottling Co. of Columbus, Nebr., 1069 17th Avenue
Falls City: Coca-Cola Bottling Co. of Falls City, 705 Morton Street
Fremont: Fremont Coca-Cola Bottling Co., 701 Dodge Street
Grand Island:

Grand Island Bottling Co., 645 South Locust Street
Pepsi-Cola Bottling Co., North Highway 281, Route 1 (Box 189)
Squirt Bottling Co., Inc., 1203 West North Front Street

Hastings: Pepsi-Cola Bottling Co., 315 West South Street
Holdrege: Coca-Cola Bottling Co., 223 West Avenue
Humboldt: Pepsi-Cola Bottling Co., Post Office Box 66
Kearney: Midway Coca-Cola Bottling Co., 119-25 Railroad StreetI North
Lincoln:

Coca-Cola Bottling Co. of Lincoln, 2120 "" Street
Dr. Pepper Canada Dry Bottling Co., 1001 "" Street
Lincoln Bottling Co., 6322 Havelock Avenue
Pepsi-Cola Bottling Co. of Lincoln, 711 South 25th Street
Seven-Up Bottling Co:, 2409 "0" Street

Long Pine: Coca-Cola Bottling Co. of Long Pine
McCook: Stevens Seven-Up Bottling Co., 216-22 West First Street
Nebraska City: Nebraska City Coca-Cola Bottling Co., 213 Central Avenue.
Norfolk:

Norfolk Bottling Co., 108-10 Norfolk Avenue
Norfolk Coca-Cola Bottling Co., 316 Northwestern Avenue
Quality Beverage Co., Incorporated, 600 Omaha Avenue
Seven-Up Bottling Co .of Omaha, 1001 South 13th Street

North Platte: Coca-Cola Bottling Co., 210-00 North Dewey Street
Omaha:

Omaha Coca-Cola Bottling Co., 3200 North 30th Street
Independent Bottling Co., 4809 South 20th Street
Metz Brewing Co., 210 Hickory Street
Pepsi-Cola Bottling Co. of Omaha, Inc., 4603 South 72d Street
Royal Crown Beverage Co., 911 North 24th Street
Seven-Up Bottling Co. of Omaha, 2526 Dodge Street
Whistle-Vess Bottling Co., 1127 North 18th Street
Willow Springs Bottling Co., 1813 California Street

Scottsbluff: Coca-Cola Bottling Co. of Scottsbluff, 1328 Avenue "A"
Seward: Husker B-1 Bottling Co., 629 Jackson Avenue
Sidney: The Seven-Up Bottling C., Inc., 809 15th Street
Superior: Superior Coca-Cola Bottling Co., 200-06 National Avenue
York: Squirt Bottling Co., 419 Grant Avenue
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Senator Cuirris. Now, is anybody subsidizing the sugar that any one
of these concerns is using?

Mr. CREED. Yes, sir.
Senator CuIs. Who is?
Mr. CREED. The Government and the taxpayer.
Senator Curxrs. Well, what concern are you speaking of, do you

know of any particular bakery that doesn't pay for their own sugar?
Mr. CREED. They pay for their own sugar, Senator, but the prices

they pay reflect the subsidies that are paid to the sugar industry.
Senator Cumns. Well, the consumer pays for his own sugar; isn't

that rig htI
Mir. CREED. That is correct.
Senator CURTIS. The sugar is not subsidized by the Government.

The consumer pays the full price, isn't that correct?
Mr. CREED. The consume., pays the full price but there are pay-

ments made to the processors and the beetgrowers, conditional pay-
ments under the Sugar Act, which are reflected in the price that the
consumer pays.

Senator CURTIS. Well now, how much has that price of sugar varied,
say, since 1948? How much have transportation costs gone up for
the people you represent since 1948?

Mr. CREED. Considerably.
Senator Cums. And how much has wages gone up?
Mr. CREED. Considerably.
Senator Ctrrm. How much have local taxes gone up?
Mr. CREED. I presume they have followed the upward trend.
Senator CuwRs. And how much-income taxes, too, have gone up,

haven't they?
Mr. CREED. I believe they have stayed at 52 percent.
Senator Ctm'rs. And social security taxes have gone up. The gen-

eral commodity index has gone up.
Mr. CREED. Senator, I don't dispute any of those statements.

Everything has gone up in costs. We don't argue that that is not
the case.

But what we would like to point out is that every little thing that
comes along, whether it be through the form of subsidized sugar
production, whether it be in the form of higher wages or anything
else, all adds to our costs of operation, and our objection is to this
continued pushing by Government legislation to increase our costs.

Senator CuRTs. I do rot concur at all with you in your quoting
of Franklin Roosevelt that the domestic industry is uneconomical, it
is on an artificial basis. I do not believe your portrayal of the oper-
ation of the Sugar Act is accurate.

I would doubt very much if the members of the various associa-
tions for whom you speak who reside in my State, would concur in
the picture you have painted of the operations of this act or the rec-
ommendations you make.

I dont-I apologize if I have embarrassed you personally, but I
don't believe your premise can be sustained by the facts.

Mr. CREED. Senator- I
Senator BENNwE-. Will the Senator yieldI
Mr. CREED. Senator, you haven't embarrassed me personally but

I must respectfully disagree with ypur conclusions. I think the mem-
bers of our organization in your State do agree with me.
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Senator CunTIs. I doubt if you can get any of them to send you a
communication in opposition to sugarbeet expansion in the State of
Nebraska. I doubt if you can got any one of those to send you a com-
munication opposing the great sugar industry that we have there in
the western part of the State now.

Mr. CREED. Senator, would the industry be willing-
Senator CURTiS. You have picked out a flyspeck in the commodity

index and have come in here with a recommendation against a mi.
nority, it is a tiny minority, producing, processing sugar, when if I
understand your testimony correctly, the other costs which you peo-
ple, increased costs which you people have suffered are many times
greater.

Mr. CREED. I wouldn't deny that, either, Senator, but at the same
time, as I pointed out before, it is the sum total, the aggrgate of all
these increased costs that push our costs up, and we believe that with
available sugar from the world market which can be made available
here at a lower price that-

Senator CURTIS. Why not have available beverages from the world
market and available bake products?

Mr. &E ED. We have them.
Senator CURTIS. From the world market?
Mr. CREED. In fact, bread is on the free list under the Tariff Act;

we would appreciate it if that could be altered but the Congress
doesn't see fit to do that.

Senator BENNETT. Will the Senator yield?
Senator CuRns. Yes.
Senator BENNErr. Will you ask the witness if he will supply for

each of the organizations he represents a comparison of the increase
in the price of sugar since 1948 and the increase in these other costs
of doing business so that we can see what a flyspeck this is in terms
of increase?

Now, we had a witness here this morning who said that increase was
2 percent. I don't know whether that is accurate or not. But if the
increase in the price of sugar since the end of World War II is any-
where in the nature of 2 percent, this will be a very, very small frac-
tion of the other increases in the cost of business, so small as to becompletely negligible.

Mr. CREED. I think the record will show, Senator, that it is more
than 2 percent. At this point I am not prepared t6 say by how much,
but I am pretty sure it is more than 2 percent.

Senator BExNNm. Would you be able speaking officially for these
companies, to compare the increase in tie cost of sugar with the in-
crease in the cost of the other things that go into the cost of dqing
business.

Mr. CREED. I think we can develop something along that line
Senator.

(Mr. Creed subsequently advised the committee that it would re-
quire several weeks to compile the information requested thus it
could not be submitted in time to be printed in the record. When he
has the completed data he will submit copies to Senator Bennett and
the committee.)

Senator CuRTis. I have nothing further, Mr. Chairman.
Senator LONG. Mr. Chairman.

85601--62----11
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The CHAIRMAN. Senator Long.
Senator LoNG. As I understand it the position you are advocating

is that the principles of complete free world trade be applied to this
industry, if1 understand it?

Mr. CREED. I am sorry, Senator, I didn't hear you.
Senator LoNe. If I understand it, you are advocating that the

principles of complete free trade be applied to the sugar industry in
this country?

Mr. CREED. I wouldn't say completely fie trade.
Senator LoNG. What would you like to do? Just terminate the

Sugar Act or take off the subsidies and the tariffs that the industry
enjoys or would you just want to go half of the way?

My impvssion is that in my State, as an example, we can't produce
sugar any more cheaply than we are doing. We might be able to
produce it a little more cheaply but with the wage standards that
we have I don't believe we would be able to produce it more cheaply.
You want the price to go down to about half of what it is, don't. you?

Mr. CREED. Senator, we recognize that the domestic sugar industry
needs .nething beyond the price that the world market sells at to op-
erate. We know that, it is not competitive with sugar produced in
the world market.

We also believe that there should be a domestic sugar industry. We
do not quarivl with that. at all.

Senator LoNxo. How do you want to keep them alive?
Mr. CREED. We would like to see them kept alive. Our objection

is to this continued expansion at the subsidy that. is taking place under
every amendment of the act when it. comes up.

Senator LoNG. You recognize, don't, you, that this Nation is a lot
better off for sugar than it. is for gold. '

We are bro!e as far as gold is concerned.
Now, at least we are in position to produce all the sugar. that we

need. Which do we need worse right now in this Nation-sugar or
gold?

Mr. CREED. Well, I presume that gold is a very important product
that we could use some more of at this point in view of our balance-
of-payments condition.

enator LONG. If we are going to follow your recommendations and
bring in more sugar I can tell you the price is going to go down to
half of what it is an our people are just going to have to quit produc-
ing; they will just have to close up.

Isn't that going to increase our problem on the balance-of-pay-
ments?

Mr. CREm. Senator, I don't think that we would want the price
of sugar to go down to half of what it is. We are not advocating
anythiing of that. sort. All we are asking, actually, in our proposal
to this committee, is that when it reports out of the bill that it put in
a provision for the consumer that when the Secretary sets his quota it
not be less than 100 pounds per capita.

That is all that we are askin of this committee.
Senator LoNo. Well, you just want a major cutback on the in-

dustry, I take it, not to put them completely out of business, just a
major cutback on them.
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Mr. CREED. No, Senator, that is not correct. This is no major cut-
back at all.

Senator LoNG. If you think the industry is uneconomic, why do you
want to save it at all? You have been testifying here the industry
is uneconomic. Why do you want to save it?

Mr. CREW. Well lets put it another way. Would the industry be
willing to expand if it did not have the subsidies available to it?

Senator Loxo. Well now, would you take the same attitude with
regard to every other industry that enjoys tariff protection; in other
words, would you be willing to apply your principle generally to all
industries?

Mr. CREma. Well, Senator, when you get into the question of protec-
tion of any industry, and the subsidies, I think subsidies burden our
products. They are like narcotics. They can be helpful, but if you
use them too freely, you can destroy the individual that uses them
and I am not prepared to make a judgment on every other industry.

I think each one has to stand on the merits of each particular case.
But as a general proposition, I think the use of subsidies has to be
handled with very great care, and we believe that in the case of the
domestic industry, that it is being given more and more subsidized ex-
pansion which isn't justified on the basis of the overall supply of sugar
that is available to the United States from other countries.

There is a very healthy sugar industry in the United States, and
we would like to see it kept that w(y.

Senator Loxo. We just had a bad year, and I think this committee
and this Congress and the Department of Agriculture have tried to
see to it that sugar would be a healthy industry.

That is one reason why a lot of these people who are producing
wheat and corn and other things want to get in the sugar business.
They have noticed the sugar industry has been able to keep supply and
demand on a level keel, the industry managed to closely control pro-
duction in years of surpluses-control both acreage and volume
so as to remain a relatively healthy industry for both the farmer and
for the refiner.

I would hope the producers of other farm commodities could get
their houses in order the same way.

Now, if it is found that the world price on wheat goes below what
our wheat farmers can produce wheat for, do you think we ought to
watch them go out of business or go broke or do you think we ought
to try to give them some sort of protection to keep them in business?

Mr. CmED. Senator, you are dealing with sugar, a deficit crop in
this county3 , whereas wheat is a surplus type of crop, and the two
aren't strictly comparable.

It is much easier to control supplies of a crop that is in deficit sup-
ply than it is one that is in oversupply.

Senator B=N='r. Will the Senator yieldI
The witness is anxious to increase the deficit position of the sugar
Mr. CREED. No, Senator, I think that in the interest of consumers

we should permit the same percentage to come from offshore as is the
case under the present law.

Senator BENmrm. Well, as a matter of fact, doesn't the present law
set it up so that the consumer pays the same price for offshore sugar
as he does for domestic sugar I
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Mr. CREED. Yes, sir.
Senator BENNErr. So, when you say you want to increase the per-

centage of offshore sugar you must be saying that at the same time
you want to decrease the price at which o1f-shore sugar is available to
the consumer, because if he now pays the same price for offshore
sugar as domestically produced sugar, then there is no prospect of
reducing the price to the consumer just because there is more sugar
produced in Mauritius.

Mr. CREED. Well, Senator, under the act previously, Cuba supplied
approximately 96 percent of our requirements, and we had this pre-
mium arrangement set. up principally for the benefit of Cuba.

Now, many other countries are supplying us with sugar, they are
"getting the benefit of what might properly be termed "a windfall
premium." We don't think that that necessarily should be continued,
that somehow in the legislation the bill-
* Senator BENNE'rr. The bill before us provides that that windfall
would be absorbed by an importation but it is my understanding that
the effect of this bill would not be to reduce the level of the price, the
price level in the United States, but rather to recapture that premium
for the benefit of the Treasury.

Senator Douoi,,%s. For the benefit of the taxpayers.
Mr. CREFD. I suppose the answer, Senator, is that the Treasury is

part of the United States, whereas the premium that goes to these ?or-
eign countries has left our shores forever.

Senator BENNTr. That is part of foreign aid. We are going to
have to replace it with other dollars we appropriate under another
bill. But that is not the point.

The point, that I am trying to get at is, you are trying to tell this
committee that because there is an increase in the domestic production
of sugar, the price will, therefore, go up. Yet the past law, the law
we have before us, does not change the price of sugar because of the
change in the relationship between the sugar produced abroad and
the sugar produced here, unless you want the law changed so that the
premium, whether it is paid to foreign producers or whether it is re-
captured in terms of an import tax, is in fact, reduced.

Is that what you want to have happen?
Mr. CREED. We would expect that that would be a logical sequence,

*and to the extent that that is done in the administration's bill, we

think it is desirable for the benefit of the consumer.
Senator BEsN1,r. Is it done in the administration's bill?
Mr. CnED. As I understand it, it would be phased out over a 5-year

'period.
Senator BENNETT. But that amount would be recaptured by the

Treasury. There is no effect on the ultimate cost of the sugar deliv-

ered from offshore in the United States as a result of this bill.
Senator CuRTIS. If the Senator will yield I think you will find a

direct statement in the presentation of the Government yesterday

that replacing the premium payment with an import fee would not

change the price of sugar here so the witness' testimony amounts to

a preference to buy it abroad rather than home at the same price.
Senator BENNETr. That is the way it seems to me.
Senator CuRTS. That is the practical effect of your testimony.
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Mr. CREED. I concur with that, Senator, directly it will not and
we only get an indirect benefit in that the money is in our Treasury
instead of in the hands of a foreign government.

We would prefer it to be reflected in lower prices to the consumer.,
How that would be brought about, I don't know.
Senator BENNEI-. You don't know of anything in the House bill

that would bring that about?
Mr. CREED. No, sir.
Senator CURTIS. How much would it reduce the price of the Coca

Cola, your proposal, how much will it reduce a pound of cookies?
Mr. CREED. Senator-
Senator CURTIS. If we gave you everything you are asking for here,

you know that it wouldn't reduce the price to any consumer; is that
true ?

Mr. CREED. Senator, it probably wouldn't reduce the price in and.
of itself.

Senator CuRtiS. That is right.
Mr. CREED. But in our industry in calculating the price of our

products, they are carried out to the fourth and fifth decimal point
and no one thing is going to change the price but the sum total of all
the increases bring about your price changes.

Senator CURTIS. I am glad to have your statement but that of it-
self would not change the price of anything the consumers buy.

Senator MCCARTHY. A little more coke in the bottle? [Laughter.]
Mr. CREED. But you add all of these various increases that come;

from here and there including sugar and, eventually you do get price
changes.

Senator. BEN ETT. I would like to follow up the question that the
Senator has because I now have in my hands the 1947 price of sugar,
the 1957 price, and today's price.

The 1917 price, according to the study made by the Department
of Agriculture, report of the Special Study Group on Sugar of the
U.S. Department of Agriculture, was $6.22 per hundred pounds.

The 1957 price was $6.24 a hundred, an increase of 2 cents a hundred
in 10 years, and today's price is $6.42 a hundred, that is an increase of
20 cents a hundred or approximately a 3-percent increase over the
1947 price, and in view of lint very meager change in the price I can't
believe that you are wrestling with the right problem.

You should be more concerned with changes in the cost of labor, with
increases in taxes and a lot of other things.

Mr. CREED. We are very much concerned with those areas, labor and
taxes, but I would say that on the basis of your statement you would
have no objection then to the inclusion of our proposed amendment in
the bill.

Senator BENNETT. Well, there are other objections to that but I
would like to yield to my friend.

Senator MORTON. I vould like to point out before we had a Sugar
Act-you are talking about $6.22 and $6.40 before we had a Sugar Act
back in 1918 and 1919 it got up to $35 a hundred pounds, didn't it?

Senator BENN.ETrr. I can remember.
This is theresult of the stability that the Sugar Act has provided,

and if we were to let the act expire this sort of thing would happen
again. W e would fluctuate from maybe 2.5 to 3 cents a pound to 12 to
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15 cents a pound and the bakers and the bottlers would have a lot of
fun trying to change their prices to adjust to the price of uniar, if
sugar is an Important an ingredient in their total mix. But if the cost
of sugar, if the variation in the price of sugar, is between practically
nothing and 3 percent, it would be interesting to figure out] how much
that price variation afected the total cost when you took into account
the other ingredients that are used in beverages or biscuits.

But go back to the amendment you 1propose, which is to put. an arbi-
trary floor on the consumption estimate, do you think that would tend
to stabilize or unstabilize the month to month price. on sugar?

Mr. CREED. If anything, Senator, I think it would stabilize them.
Senator Br..-;,anr. Can you want anything more stable than a price

which varies less than 3 percent in 15 years
Mr. CREED. Well, Senator, I think it, should be borne in mind that

as the areas of domestic production expand, as they would under the
pending bill, there are going to be more and more pressures exerted on
the Secretary of Agriciilture who administers this law to hold quotas
down to push that sugar price up lie may never succumb but at the
same time, this provides some insurance and a direction from the Con-
gess that though he may move within a certain range he is not
to go below this minimum of 100 pounds per capita at any time.

That is all that we are seeking.
Senator BEN.NrETr. This takes the flexibility out of his operation,

makes it impossible for him to produce the kind of stability that we
have had here.

You talk about pressures on the Secretary of Agriculture. He
certainly hasn't yielded, if in 15 years you have had a variation of
3 percent.

Mr. CREED. Senator, this would only keep him from having that
stability at a higher price level than would otherwise be the case.

After all, in the last 5 years, the average has been 103.6 pounds
per capita consumption, and that leaves him plenty of room between
that average level, assuming it would stay about there, and 100 pounds,
to take care of any adjustments that might be called for.

This is insurance for the consumer; that is all that we are asking.
Senator BENNE'r. I still come back to the fact that the consumer

has not needed this kind of insurance.
The record just simply contradicts your assumption and the effect

of this would be to, I think, unhinge the stability rather than to help
preserve it, and it would limit the opportunity of the Secretary of
Agriculture to carry out the objective of the act, which is to provide
a stable situation.

Mr. CRE D. Senator, we all carry fire insurance on our homes hope-
ful that we will never need it, but it is comforting to know that in-
surance is there in case a fire does occur.

Senator BEEz;-.TF. I think the present policy provides sufficient
insurance, and this has operated through a Suez crisis, when the world
price for sugar became double the domestic price. This didn't happen.

The waves from that shock didn't hit the domestic industry. Coca-
Cola was still able to get sugar at the same price, or approximately,
that it did before and after Suez. I think we have sufficient insurance
in the bill without putting in this rigidity, which I think would tend
to create greater price fluctuations rather than stabilize prices.
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The CHAIRMXAN. Any further questions?
Senator MORTON. Mr. Chairman, I have just. very briefly-I used

to sell flour, and if things don't go well in November with me I might
be peddling that again.

Mr. CREED. We will be glad to buy some from you, Senator.
Senator MORTON. I may be peddling again in November. Insofar

as your amendment is concerned, I see what you are trying to accom-
plish, but I just don't think we can write it into the bill per se.

I think we might develop language in the report indicating that this
is an objective.

If you take a product such as wheat which the per capita consump-
tion has been going down, down for many years, as you know, and
the Congress had tried to put a floor under wheat production, which
we have done in other ways by price supports but had tried to put it
by requiring that 160 pounds per annum had to be maintained or
whatever it was, we would have been in a dangerous situation.

I hope the per capita consumption of sugar does not take a decline
such as the per capita consumption of wheat took.

So I have some hesitancies about your amendment but I think the
purpose you are trying to achieve of having an adequate supply is a
sound purpose, and as one member of the committee I shall try to
achieve that end in whatever way we can.

Mr. CREED. We certainly appreciate that, Senator.
Senator MORTON. Tha1A you.
The CHAImAN. Thank ou very much.
Mr. CREED. Thank you, Senator Byrd.
(The statement previously referred to follows:)

STATEMENT ON BEHALF OF THE INDUSTeJAL SUGAR UsEas GRoup BEFoa THE
HOUSE CoMMITTEE ON AGRICULTURE ON PROPOSED AMENDMENTS TO THE SUOAR
Ao1 Or 1948, PRESENTED BY JOSEPH M. CREED

Mr. Chairman and members of the committee, my name is Joseph M. Creed.
I am counsel for the American Bakers Association and the Biscuit and Crack-
er Manufacturers' Association, both of which organizations are members of the
Industrial Sugar Users Group, whose views I am presenting here today.

The industrial users subscribing to this statement are: American Bakers Asso-
ciation, American Bottlers of Carbonated Beverages, Associated Retail Bakers
of America, Association of Cocoa and Chocolate Manufacturers of the United
States, Biscuit and Cracker Manufacturers' Association, Flavoring Extract
Manufacturers Association of the United States, International Association of
Ice Cream Manufacturers, National Bakers' Suppliers Association; National
Manufacturers of Beverage Flavors, and National Preservers' Association, Inc.

I direct my testimony principally to H.R. 11725, introduced by Mr. Aber-
nethy, which would amend and extend the Sugar Act of 1948, and which we
support.

The purpose of this bill, among other things, is to provide an equitable realine-
ment of the sources of sugar on which industrial sugar users and other con-
sumers in this country must depend. Inasmuch as this country is a deficit pro-
ducer in sugar, we must necessarily import a substantial percentage of all the
sugar we use and, historically, we have always done that.

During the years that the supply and distribution of our sugar has been
under legislative control, particularly since 1934 and culminating in the Sugar
Act of 1948, it has always been the design and purpose of Congress and the
various administrations, whether Democratic or Republican, to maintain a
domestic sugar industry, but recognizing that it is a high-cost heavily sub-
sidized producer, to contain it at a level which would provide a fair return for
those engaged in it; and at the same time, not impose an unfair burden on the
consumer and taxpayer who must support it. Indeed, the preamble to the act
gives coequal status to the welfare of the consumer and those engaged in the
domestic sugar-producing industry.
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For this reason, the original 1948 Sugar Act established generous numerical

quotas for all of the domestic areas, and at the same time established criteria

to be followed by the Secretary in setting quotas to enable him -to carry out

the will of Congress in providing sugar at fair and reasonable prices to consumers

55-45 DMSION SHOULD BERETAINED

At the time of the extension of the act by the amendments of 1956, because

of the rapid expansion of population of our country in the intervening years,

and technological advances in the domestic sugar-producing industry, the high

fixed quota so avidly sought in 1948 resulted in a smaller percentage of total

requirements to be supplied by it than the domestic industry believed itself

entitled to. Thereupon,. in 1956 they sought to receive 55 percent of all future

growth of sugar requirements in the United States above a basic quota of 8,-

850,000 short tons. As was so cogently pointed out by the vice chairmitn of

the committee, Mr. Poage, during the 195 hearings, the domestic produce r6

in 1948 thought that "they were getting "a good trade by trading off their 55-45

formula and getting a fixed formula, which they did not think they could reach."

(House sugar hearings, 1955, page 131). As he correctly observed, when they

found they had made a bad trade, they came back to Congress demanding a

change in the formula more to their advantage.
They were successful in achieving this in the 1956 amendments, and it re-

mained the division up until the defection of Cuba from among the friendly

nations of this hemisphere. Today the domestic producers are back pressing

their advantage, brought about by the fall of Cuba, for a higher take. Their

objective is a great expansion of acreage to give them the giant's share of the

market, with the highest subsidy per acre which Congress provides for any

agricultural commodity. This, of course, means higher prices to consumers

and more taxpayments to finance the subsidies.
According to the USDA sugar. situation, March 1962, sugarbeet production

in 1961 was estimated at 17,966,000 tons, a record high, 9 percent larger than

1960. Cane production in 1961 on the mainland was estimated in December at

8,649,000 tons, also a record high, 21 percent above the 1960. crop. Hawaii pro-

duced 9,581,000 tons, up 11 percent over the previous year, and Puerto Rico

produced 10,754,000, an increase of 11 percent This record production in all

areas will cost consumers and taxpayers in the United States record subsidy pay-

ments of about $76 million; $43 million for the beet areas and $33 million for the

sugarcane areas based on the average payments per ton which were paid on

the 1960 crops.
The amazing specter of a crop heavily subsidized and expanding rapidly haa

not been lost on any area which is geographically or climatically suited to the

production of beets and cane. As a result, therefore, great clamor has arisen

to participate in this bonanza of subsidized expansion.
Hence, proposals have been made to the administration and the Congress. to

wilte permanently into sugar legislation a tremendously large share of the

windfall sugar which, until iti elimination as a source of sugar, Cubt supplied,

and the windfall reallocatlons from Puerto Rico and Hawaii, Ubdar the 19W
amendments. Advance publicity of the administration's bill is convincing evi-

dence that the domestic growers have been able to secure from the adlinistra-
tion an agreement most beneficial to their interests. That the administratonA's
concessions will cost consumers heavily In added sugar costs In the years ahead

is apparently, of little ioment, unless Congress itself recognizes the inequiity

of this bill, and enacts legislation which would, In the w ords of President
Franklin . Roosevelt, in his sugar legislation message to Congress February

.8, 1934, "provide against further expans4>n of this necessarily expensive
industry."

,. As representatives of sugar users, the cidetomers of the sugar industry, Mid

* tb, consumers of the product, we.believe it will be more equitable in the inter-

vests of the relatively voiceless consumer, if 'uch iimitftiols embodied in t~e

philosophy of the Sugar Act be retained. - -

We are sure this committee is aware ,that as the beet Ipdustfy expands p-
.duction beyond what can be consumed in its normal parketlng area, it must move
that eess production to areas which are more economically served by cane
sugar, suppliers. This i particularly ,true of the eastern seaboard area which
has oIways depended on offshore cane .uga for Its .quirements. With tbe .re-
ductlon in 'the quantity of offshore sgar propose inet administration bi,
the competition among refiners to obtain their propoifonate share' of What is
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available will Intensify. -At the sametime population increases in their market-
lug area effect higher demand. There can be only one result-higher prices for
raw sugars in the New York markets.Inasmuch as raw sugar prices established in New York are used as a basis
for prices for the rest of the country, any curtailment or reduction of offshore
sugars will automatically establish a higher level for sugar prices everywhere.
Additionally, the cost of transporting beet sugar increases sharply once It moves
out of its normal area . All of which raises the question as to why an artificial.
high-priced market should be established for beet sugar when offshore suppliers
are in an excellent position to fill those needs as they have always done, under'-
conditions which will make prices bear some relationship to supply.- As a second-, -
ary consideration, this in Itself is an excellent foreign aid program through
regularly established commercial channels, much to be preferred over Govern-
ment handouts.

Congress In its last revision of t at the'behest of the domestic,
industry, set their share at 55 percent of all wth,.and there, we believe,
it should real Thus; HR. 1172 which-we sup t-here today provides a
basic nueric quota for domestic growers of 4,910, short tons, raw value,
with 5 pe nt of all requirement 9,600,000 short n% raw value, to be
supplied b the domestic wer. Thi questionably ould continue the
objective of adequate tion f those en ged In the d estic sugar-pro-
ducing i dustry.

R 1725 In the b sic n erica uota o he domest Industry from
thep ent 4,444 to 4,910 t s, raw al e, an In se of slightly
over I0 percent . a since t ' domest ers would be entitled to
55 cntfal lof thequ s 9,6,000. ort tons; d knce it- Is.:
reas nablebto assume that quo or 1 II be t least 10 illlon tons,
ther will b a further in for the do Iecdt of 220, tons next
yea which, 1 t, with Im Inc e 15 percent
ab the bas qu Itddito they wllcontinue to
par cipate in e gro fdema t rate of 5kO00 tons fo every addi.
tion~l 100,000 ns In d and. them an additho 1 100,000 to,
150, tons ea yea 1 of whi ber will heavily sub-
sidi This a nal cre t rtially rved for ew growers.
A q ota this laIe moth to t carf Ireason le productive

capaci for 'the able futu The t shar f a 10-rn Ion-ton quota
under r proposal would a nt appro matel 2250,000 ort tons. The
domesti cne other th erto Rico and H wai ould rece approximately,,
900,000 to a. These -a substantial crea quantity, r what was pro-
vided in th 1958 act, a .,domestic industry continue to grow
In the yearsaad.

it might a be pointed out that when the gen us provisions 'for the
domestic Industry ere established in the amen ts of 195, certain basic
assumptions were ma s to requirements for years through 1962.

Year Assumed re- Quota' D istribution'
quirements

19678.............................. ---.-... ------...-.... 3mg a. .000%. K000 o~o195- ........... ............................................... 96 9 9 mo

1- ........... ..-.-............................... .. ..... 000 19400, 1#110001low ................................................. ; ..... ,074 000 106 4% O 62
1961 ........................................... ... 9,210,000 100 000 9,612000
192 .................................................... ......... 3,4,000 07000 ..............

IsenatCqmmittee Report No. 1461, I9M6
.* U.S. Department of Aeuenltu.:.

Actual growth was greatly In excess of the assumptions. Thus, it can be seen
that even at the 6&-4 level, the provisions of the Sugar Act have been extremely
generous to the domestic growers and processors, considering they had antici-
pated much smaller quantities for the years through 192.
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ESTADISHMENT OF ADEQUATE INIAL QUOTA

One of the problems which has constantly confronted industrial sugar users
since enactment of the Sugar Act of 1948 has been the matter of obtaining an
adequate initial quota to provide for consumers' requirements, as determined
by the Secretary of Agriculture pursuant to the provisions of section 201.

In the Sugar Act of 1937, it was provided that there should always be a
quantity of sugar available to consumers equivalent to the per capita consump-
tion times the population. No such provision was Included in the Sugar Act
of 1948, whether by inadvertence or otherwise. Consequently, we have seen
the situation in recent years, of the Secretary announcing a determination of
requirements at a given level, but deliberately setting the quota below that level
to raise prices to consumers As consumers and users of sugar, we have felt
that such a device was an extralegal extension of the powers conferred by
Congress and contrary to its Intent.

We always have read section 201 as requiring the Secretary to make a quota
determination to the best of his ability, following the criteria set forth in that
section; and having made such a determination, to establish a quota consistent
with it. It has not, however, always worked this way.

Even this year, with sources of supply relatively uncertain, it was determined
that the requirements for the continental United States would be 9,700,000
short tons, raw value, but the quota was initially set at 9,500,000 tons, for the
stated purpose of raising prices. Thus, consumers were shortchanged with
respect to the quantity of sugar made available for their requirements. It was
only within the last month, on April 13, that the quota was increased to the
9,700,000 tons determination, when the supply situation in the Northeast became
extremely perilous.

Additionally, over the past several years, It has been obvious that neither
Puerto Rico nor Hawaii would fulfill their assigned quotas. Although the
prospective deficits of these areas were generally realized at the beginning of
each calendar year, even though the total deficits could not be determined
with exactitude until later in the year, the Department has been slow to make
the necessarily reallocations of quotas to compensate for these deficits. To the
extent that such reallocations have been delayed, it has resulted in a further
diminution of the quota for consumers with upward pressure on prices.

H.R. 11725 adds a proviso to section 201 which would require that the Initial
quota established by the Secretary in any calendar year shall not be less than
the amount required after allowance for normal carryover, to give the consumers
for the continental United States a per capita consumption equal to the average
of the 2-year period 1957-58. The per capita consumption on a raw value
basis in 1957 was 102.04 pounds; In 1958, 103.76, with an average for the 2
years of 102.90.

Since the per capita consumption of sugar Is relatively Inelastic, the use of
this recent base period would provide a minimum basic quantity of sugar to
consumers. More importantly it would serve to demonstrate that Congress
is just as concerned with the welfare of consumers as it Is with sugar producers.

RMVSION OF PRICE OBJECrvEr

The administration bill would amend section 201 of the act to delete the
present cost-of-living pricing criterion and substitute for it the following
language: "* * * the relationship between the price for raw sugar that he [the
Secretary] estimates would result from such determination and the Parity Index,
as compared with the relationship between the average price of raw sugar during
the 3-year period 1957, 1958, and 1959, and the average of the Parity Indexes
during such 3 years." This new formula may reasonably be expected to set
a higher price objective for the Secretary to aim at In arriving at his consump-
tion estimates. It should be obvious that a higher price objective, together
with greatly expanded subsidized production is going to cost the consumers and
taxpayers dearly in the years ahead. We believe this proposed change should
be rejected.

FOREIGN SOURCES OF SUPPLY

Recognizing that Cuba's participation in our sugar quotas may never again be
what it was prior to the emergence of Castro, it is our recommendation that all
but 2 million short tons of the sugar to be secured from foreign sources, amount-
ing to approximately 1,560,000 tons be divided on a proportionate basis among



SUGAR ACT AMENDMENTS OF 1962 165

specified Western Hemisphere countries. We would reserve for Cuba, to hold
out hope to her beleaguered subjects, 2 million short tons, raw value, to be
available at such time as she returns to the community of friendly nations in
this hemisphere. In the meantime, the President would be authorized, as he now
is, to withhold that sugar and reapportion it among the countries which are able
to supply us, with primary emphasis on the countries which would be given basic
quotas under section 202(c) of the Sugar Act as amended by H.R. 11725.

At this point, I would like to comment on the administration's proposal that
the act should be so amended as to eliminate assigned quotas to foreign countries
and in place of such a procedure, to allow all countries which could supply us
with sugar to make their supplies available apparently on a first-come, first-serve
basis-the so-called global quota concept.

As the Industrial Sugar Users Group has always made clear and evident, our
policy objective is to assure adequate supplies of sugar at reasonable prices, under
all conditions, to consumers in this country. At first blush, it may seem that
the administration's proposal is an excellent way of attracting sugar from all
exporting countries to our shores. In our considered judgment, however, the
time for using that approach disappeared with the demise of Cuba as a source
of our supplies. When Cuba was available, with Its limitless quantities of sugar
to supply our population, the efforts of the Government were all In the opposite
direction: To exclude and limit foreign sugar that would be available under a
global quota system, although undoubtedly such an approach then could have
provided sugar to consumers at prices well below those which actually prevailed.

Today, however, when this vast reservoir of Cuba is no longer available to us,
the Government comes forward with such an approach-the global quota-appar-
ently on the theory that all sugar-producing countries at all times and under all
conditions would want to supply this market.

The industrial sugar users firmly believe that such an approach in today's
world could result in a disastrous elimination or curtailment of important
sources of sugar for the United States. We firmly believe that the best approach
today is to continue the policy of assigned quotas on a broadened base to speci-
fied countries with known sugar capacity, and a desire and willingness to pro.
vide this market with its requirements on a permanent and lasting basis. We
have, therefore, proposed that the countries of the Western Hemisphere-and
only Western Hemisphere countries, except for the Philippines which Is covered
by a treaty-be given assigned quotas on such basis as to the committee may
seem a sound and equitable division.

Section 202(c) of the Sugar Act as amended by H.R. 11725 would establish
specific quotas for the various Western Hemisphere countries which we think
bear a sound relation to their capacity, willingness, and recent history of sugar
exports to the United States.

Although we have suggested specific percentages for the Western Hemisphere
countries, we must, in the final analysis, leave the breakdown to the wisdom of
the committee and the Congress.

An additional provision in H.R. 11725 which should be helpful to the smaller
Latin American countries, would authorize any Western Hemisphere country to
supply the United States up to 10,000 short tons, raw value, each year In rawa
or direct consumption sugar, at their option.

We propose that the treaty quota of the Philippines be increased by 15 percent,
which could provide that country with a quota of 1,127,000 short tons, raw
value. We believe it is an increase which can be justified on many grounds, not
the least of which is the long history of friendship and support of U.S. policies.
Additionally, the Philippines has consistently demonstrated a willingness and
capacity to supply our requirements. Congress explicitly recognized the close-
ness of ties between the two countries by assigning precedence to the Philip-
pines in the present extension of the Sugar Act, in apportioning it 15 percent of
the overquota sugar. This precedent should be followed In an increase of the
Philippine Treaty quota.

With that one exception, all other foreign sugar in the basic quotas would be
assigned to Western Hemisphere countries to assure, as best the Congress can
do, an adequate supply of sugar under all conditions, at reasonable prices, to
consumers In the United States.
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RELOCATION OF DEFICITS

H.R. 11725 would revise section 204 relating to proration of deficits. It is com-
monly agreed that the amendments of 1956 introduced, although unintentionally,
a severe dislocation of sugar supplies in the Northeast-the heaviest sugar-
consuming area of the country-by authorizing the domestic areas to receive
deficits of Puerto Rico and Hawaii. Prior to 1956, such deficits would have gone
to Cuba, which supplied the northeastern territory. Once these deficits were
made available to the beet area, an automatic shortage and upward pressure on
prices were created for the large consuming area of the Northwest which de-
pended on cane sugar from offshore sources. To avoid this situation in the
future, we propose that all deficits be apportioned among the foreign countries
having quotas under section 202(c), except that Hawaiian deficits in excess of
SS5,000 short tons, raw value, would go to the domestic beet area.

CONDITIONAL PAYMENTS

Turning now to the conditional payments provided for in the act, we suggest
that there be a slight reduction in the payments from those presently allowed
under existing law. We believe that some reducton is not only justified, but
imperative, to protect the consumer.

As pointed out in the May 1962 Issue of Marketing and Transportation Situ-
ation of the Department of Agriculture, there has been a reduction in the man-
hours of fieldwork required per ton of sugar from 1948 to 1900, ranging from a
high of 63 percent in the production of Florida cane to 44 percent for beet sugar.
In the same period, the number of beet acres harvested have increased from
694,000 to 1,088,000 in 1961. Similarly, the acreage harvested for cane sugar
increased from 307,000 acres in 1948 to 331,000 acres in 1961. This points up the
great strides in mechanization and improved technology resulting in improved
yields per acre, so that the yield in the beets has increased from 13.6 tons per
acre in 1948 to as high as 18.8 in 1959, and a slight drop to 10.5 in 1961. The
yield per acre in Louisiana went from 17.4 tons in 1947-49 to 24.5 tons In 1961;
Florida from 28.7 to 34.2 tons in that period ("The Sugar Situation," March
1982).

In spite of this substantial increase in yields and acres harvested, with ap-
proximately 100,000 fewer employees, the subsidies or conditional payments have
been frozen into the act at the same level since 1948. As a result, the average
payment per farm has showed a continual rise over these years. For example,
in 1958, the average payment per farm in the beet area was $1,430, ranging
from a high of *3,415 per farm In California to a low of $493 per farm in Wis-
consin. This increased in 1960-the latest year for which figures appear to be
available--to an average of $1,658 a farm, ranging from $4,200 in California to
$436 in Wisconsin.

In the case of the mainland cane area, the average payment per farm in
Louisiana was $1,812 in 1957 and $2,672 in 1960. Florida in the same period
of time paid $50,052 to individual farms in 1957-58, and $97,342 to each farm in
1960-61 (USDA "Sugar Report," December 1961).

In 1960 total payments of $72 million were made to sugar growers, up from
$66 million in 1957. In 1953 the beet area, the recipient of the lion's share of
the subsidy payments, received $30,310,000; in 1960 it received $40,377,000; an
increase In payments of 33% percent; this year we estimate it will receive $43
million. These are fabulous figures of which the consuming public has no
awareness. Yet, in spite of this tremendous subsidy, the administration comes
forward to propose a tremendous expansion with more subsidies of this expensive
industry. At this rate we can confidently look forward to subsidies npproa.:hing
$100 million by the time Congress gets around to consideration of the act again.
When, if ever, will these subsidies end? If the domestic industry wishes to
expand, it should do so without Government subsidies, which the consumers
pay In higher sugar prices.
.. In 1960 out of more than $40 million in subsidies to the beet area, fewer than
20 percent of the 39,000 payees received 80 percent or $32 million. Hawaiian
payments averaged $12,892 per farm, with knore than $8 million going to fewer
than 30 payees. In Florida, 14 payees received $1,33,000, or an average of
$97,000 per farm. This is big business, gentlemen. And yet, it Is proposed that
these producers be permitted and encouraged to expand with the same rate of
subsidy.
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There is no need for this continued domestic expansion of high-cost sugar.
Sugar is a natural low-cost crop for many countries which can easily supply us
with our requirements. Furthermore, it is an excellent and practical way to
provide self-help to many nations whose people we desire to help-particularly
in Central and South America. Now is the time to call a halt to perpetuation of
this unending expansion of the domestic subsidized sugar industry, and avail
ourselves of supplies from these countries.

Under present law, conditional payments are made to growers ranging from
80 cents per hundredweight for the smallest farms to 30 cents per hundredweight
for farms with production of 30,000 hundredweight or over. H.R. 11725 would
reduce the payments to a maximum of 70 cents for the smallest category and
20 cents for the largest, with proportionate reductions for farms in between as
set forth in the following table:

Reduction in the base rate of payment per hundredweight of such portion

Present Proposed
change

$0 to 700 .................................................................... $0.05 $0.10
700 to 1,000 ................................................................... 10 .15

A, 000 to 1,500 ................................................................. .20 .25
1,500 to 3000 --------------------------------------------------------------- .25 .30
3,000 to 6,000 ---------------------------------------------------------------- .275 .35
6,000 to 12 000 ---------------------------------------------------. 30 .40

Mor tan30,00......... .............................................. .50 .60Yfore thn3,0---------- ---------- ---------------- 5.8

Mr. Chairman, the industrial sugar users collectively consume approximately
7 million tons, or roughly 70 percent, of all the sugar used in the United States.
The consumers' annual sugar bill is about $13/ billion. To demonstrate graphi-
cally the importance to the consumer of seemingly inconsequential price fluctu-
ations, an increase of one-hundredth of a cent per pound of sugar over a year
costs the American consumer an additional $2 million.

Obviously, therefore, we have a great stake in whatever legislation this com-
mittee recommends and the Congress passes. We have in years gone by at-
tempted to bring this forcefully to the attention of the Congress. Because of the
unsettled world conditions in the past several years, it has been difficult to re-
write long-term legislation in sugar which would preserve the equities of all
interested groups, Including the consumer for whom Congress has established
an objective of adequate supplies at reasonable prices.

Congress once again is pushing toward a deadline of June 30, 1962-but a few
short weeks away. This committee has before It various bills, including ours,
H.R. 11725, and the administration's none of which it has had an opportunity
to study in depth.

At all costs it should avoid writing into this important legislation inequities
against consumers. Once the Congress puts proposals Into the law, It is next
to impossible to excise them. In this category we put the proposals to expand
the heavily subsidized high-cost domestic production at great expense to con-
sumers. We have heard many protestations from the administration that the
consumer must be protected from rising costs and creeping inflation. This
legislation is an excellent place to translate words into action which can truly
benefit the consumer.

With this In mind, we respectfully suggest to the committee that a temporary
6-month extension of the present law be enacted, and that the committee then
proceed to a detailed analysis and study of all the proposals advanced to it as
to how the sugar problem should best be treated. It is more probable that
equity will be done under such a procedure.

It is appropriate, I think, to point out to this committee that all of the in-
dustrial sugar users who would be affected by this sugar legislation constitute
the best customers which the farmer has. It is doubtful that any domestic crop
can be named of which one or the other of our industries Is not the largest user.
We have a great comity of interest with the farmer. We are aware of his
problems, his difficulties, his expectations; our recommendations are made not
to Impair his psitton one Iota, but to try to establish, equitable and. sound
economics in this extremely complex field of sugar production, distribution,
and use.
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We ask this committee, Mr. Chairman, to consider the interests of the con-
sumer who must have an adequate supply of sugar at all times and should be
able to obtain those supplies at reasonable prices, and would be able to, if a
sound and equitable bill s recommended by this committee. In that connec-
tion, a few observations might be pertinent on the administration "s proposals to
recapture the premiums paid to foreign sugar producers who seb to the United
States, representing roughly the difference between the price level prevailing
in this country and world market prices--approximately 2 to 3 cents per
pound. If foreign sources furnish us with some 4 million tons, the premium
involved would be $80 to $120 million. Under the administration bill, this
proposed recapture would not be utilized to reduce sugar prices to consumers,
but would be put into a special fund in the Treasury and authorized to be ap-
propriated from time to time to the President for use in furnishing assistance
to countries and areas In accordance with the provision of the Foreign Assistance
Act of 1961, as amended.

In other words, this administration proposal would in effect impose a special
tax on users of sugar, which money would automatically be available to the
President to carry out the provisions of another law without any consideration
by Congress and without the necessity of direct appropriation.

We may be naive, but to us this appears to be an insidious form of back-door
financing without any accountability to Congress. If the administration were
to utilize these funds to reduce sugar prices to consumers, the recapture concept
would have validity, and we, as consumers, would have welcomed such a step
as constructive, but we strenuously object to this special tax on sugar users for
the foreign-aid program.

We believe that H.R. 11725, Introduced by Mr. Abernethey, is a bill which, If
found acceptable by this committee, will in our opinion, provide a sound, bal-
anced program which will do equity for domestic producers, foreign suppliers.
and consumers. We believe it merits the earnest consideration of this commit-
tee, and we hope our comments will be helpful In your deliberations.

The CHAIRMAN. The next witness is Mr. Jobn N. Lynn, American
Farm Bureau Federation.

STATEMENT OF JOHN C, LYNN, LEGISLATIVE DIRECTOR, AMERICAN
FARM BUREAU FEDERATION

Mr. Ljyxx. Mr. Chairman, in the interest of time I would like to
file my statement and make two or three comments.

The CHAMAN. Without objection.
Mr. LYN N. We support the extension of the Sugar Act. We cer-

tainly concur in many of the statements made this morning by farm-
ers throughout the country, that we ought to have a greater share
of the bamc quota and the increased growth than we have had.

Our recommendation, as you will see, Mr. Chairman, varies some-
what but only slightly from the bill that has passed the House.

The biggest variation is the increase in the percentage of the annual
growth that we would allocate to domestic producers.

We urge that you pass this legislation before the end of June since
this is the expiration of the act.

(The prepared statement of Mr. Lynn follows:)

STATEMENT OF THE AMERIoAN FARM BuRAu FEERATION BEFOE THE SENATE
FINANoE COMMIT WrTH RzARD TO LONG RANGE LEGISLATION AFrEmc'No THE
DOMESTic PEODUTON or SUGAR

Presented by John C. Lynn, Legislative Director; Marvin L. McLain, Assistant
Legislative Director

We appreciate the opportunity to present Farm Bureau's recommendations
for changes in sugar legislation. Our organization for many, many months has
urged this committee and the Congress to make substantial changes In the Sugar
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Act to take account of changed conditions, including the needs of domestic pro-
ducers for larger quotas. These changes are long past due. We regret very
much that the administration did not come forward early in 1961 with firm
recommendations on changing the Sugar Act to aid domestic producers of cane
and sugarbeets.

The need to find new uses for excess acres shoud be clear from the facts that
close to $800 million was paid out in 1961 under the emergency feed grain pro-
gram and approximately $1,250 million will be paid out In 1962 under the
emergency feed grain and wheat programs. Many of our members desire to
begin, or expand, production of sugarbeets or cane. Since sugar is one of the
few crops that is produced in deficit in the United States, it is extremely im-
portant that we do all we can to permit our farmers to increase their acreages
of cane and sugarbeets as much and as quickly as possible.

Farm Bureau is an organization of over 1,600,000 farm families who are
voluntary members of 2,674 county farm bureaus. As an organization with mem-
bers in Puerto Rico and 49 States, including Hawaii, Farm Bureau has a very
broad Interest in sugar legislation. We represent both farmers who are now
growing sugar crops and farmers who are interested in becoming producers of
such crops. As a general organization, we are also interested in sugar legislation
from the standpoint of (a) the overall interest of agriculture and the Nation in
international trade and (b) the contribution that increased domestic sugar
production could make toward a solution of the overall farm surplus problem.

The recommendations we are making here today reflect a reconciliation of these
different points of view. They are based on policy resolutions adopted by the
elected voting delegates from the member State Farm Bureaus at our December
1961 annual meeting, which read in part as follows:

"We continue to support the Sugar Act as a means of dealing with problems
peculiar to the sugar industry. While the United States could produce its total
sugar requirements, we recognize that international relationships must be taken
into consideration in the development of sugar policy. The primary provisions
of the sugar program do not relate to payments but to quotas that regulate
the marketing of imported and domestically produced sugar.

"We recommend extension of the present Sugar Act for a period of years on a
basis that will protect domestic growers. We favor provisions for:

"(1) Immediate and substantial quota increases for the mainland cane and
beet areas.

"(2) A substantial increase in the domestic share of increased consumption
due to growth, to be apportioned to all domestic sugar-producing areas.

"(3) Sugar production in new areas.
"(4) Such changes in the formula for reallocating domestic deficits as are

consistent with changes in basic quotas and the growth formula."

DURATION

We recommend that the Sugar Act be extended for 5 years-July 1, 1962,
through June 30, 1967.

CHANCES IN DOMESTIO QUOTAS

The basic quotas for domestic areas should be revised on the basis of a
domestic consumption estimate of 9.7 million tons. Three of the five domestic
sugar areas--Hawaii, Puerto Rico, and the Virgin Islands-have been unable
to fill their quotas in recent years. Accordingly, the basic quotas proposed for
these areas are approximately the same as their current shares of a domestic
consumption of 9.7 million tons. On the other hand, we propose substantial
Increases for the mainland cane and beet areas in recognition of their present
and potential production.

The percentage of the 9.7 million tons we are suggesting for the domestic area
is 61.13 percent. The breakdown would be as follows:

Beet area ---------------------------- --------------- 2,65,000
Mainland cane area -------------------------------------- 900,000
Hawaii ---------------------------------------------- 1,150,000
Puerto Rico ----------------------------------------------------- 1, 200,000
Virgin Islands ------------------------------------------- 15,000

Total domestic -------------------------------------------- 0 , 930, 000
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CHANGES IN THE GROWTH FORMULA

Under the present law, domestic sugar producers receive 55 percent of the
growth in domestic sugar consumption above 8,350,000 tons.

In order to permit a further expansion of domestic production on an orderly
basis in line with its long-range potential, we recommend that a provision be
written into the law to reserve 671/ percent of the growth above 9.7 million tons
for the domestic areas. This would leave 32% percent of the growth to foreign
areas.

The 671/2 percent reserved for domestic areas should be shared-75 percent by
the domestic beet sugar area and 25 percent by the mainland cane sugar area
until offshore domestic areas are able to overproduce their basic quotas. If
in any year Hawaii, Puerto Rico, or the Virgin Islands produce more than their
basic quota, they should in the following year, upon request, receive a quota
increase equal to such excess, with the proviso that no such increased quota shall
exceed the basic quota (plus growth) applicable under present law. All such
increases in offshore domestic quotas should be charged to the foreign total.

It is very essential in order to permit further orderly expansion of the do-
mestic cane and beet industry that we have adequate provision in the new Sugar
Act for growth. We believe that the percentages we have indicated will more
adequately take care of the needed expansion in our domestic industry.

The following table shows the quota breakdown by areas resulting from appli-
cation of the growth factor to domestic consumption estimates above 9.7 million
tons.

Estimate of domestic consumption

9.7 9.85 10.0 10.15 10.3
Area million million million million million

tons tons tons tons tons

eet ............................................... 2,65 2,741 2,817 2,93 2,969
Mainland cane ...................................... 900 975 1,000
Hawaii .............................................. 1,150 1,150 1,150 1,150 1,150
Puerto Rico ......................................... 1,200 1,200 1,200 1,200 1,200
Virgin Islands ....................................... 15 15 15 15

Total domestic ................................ 5,930 6,031 6,132 6,233 6,334
Available to foreign countries ........................ 3,770 3,819 3, 868 3,917 3, 96

PROVISIONS FOR NEW GROWERS

At the present time there are no acreage restrictions on the production of
sugarbeets or sugarcane. The main restraining factor is the availability of
processing facilities. If the proposed changes in the basic quota and growth
formula provisions of the law are made, it will open the way for the construction
of additional processing capacity.

Whenever restrictive proportionate shares need to be put into effect for either
cane or beet growers, a fair and equitable distribution should be made to pro-
tect the interest of old growers and give new growers and new areas an oppor-
tunity to produce sugar.

CONCLUSION

We believe the recommendations we have made will provide the basis for a
sound and defensible program for the orderly expansion of the domestic sugar
industry. We have made no attempt to fill in the details with respect to future
allocations to foreign countries, as such allocations obviously involve important
international considerations.

We strongly recommend that this committee develop a bill designed to deal
with the entire sugar problem on the basis of our suggestions as far as the
domestic producers are concerned. We, furthermore, urgently request that
this committee act quickly so that a bill can be passed by the Congress before
the June 30 deadline. In fairness to our farmers who are interested in produc-
ing sugarcane and sugarbeets and for the good of the whole Nation, it is im-
portant that we act quickly.

We appreciate the opportunity to present our views.
The CHAImRA.N. Thank you very much, Mr. Lynn.
Senator MCCARTHY. Mr. Chairman, may I ask one question I
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The CHAIRMAN. Senator McCarthy.
Senator MCCARTHY. There seems to be quite a contradiction in

Farm Bureau's support of this legislation which involves kind of a
production payment method and your opposition to the use of that
method in other farm legislation.

Mr. LYNN. There is no contradiction, sir. We support this legisla-
tion and we also support the Wool Act, but we are dealing with a com-
modity here that is in a deficit supply as well as when we deal with
wool, and we think in a situation such as has been described here in
the last half hour, that the stability that has been injected in this sugar
industry due to the fact in many countries it. is a complete govern-
ment monopoly, there is some justification for the payment program.

Senator MCCARTHiY. But you are not opposed to production pay-
ments as a matter of principle then. It depends upon the practical
situation?

Mr. LYNN. Well, it depends. I think you have to look at each of
these commodities, Senator McCarthy.

Senator MCCARTHY. We are talking about a principle at this point.
The production payment itself is not to be condemned?

Mr. LYNN. We have opposed, as you know, very vigorously com-
pensatory payments for many of the domestic product agricultural
commodities.

Senator MCCARTHY. I know you have.
Thank you.
The CHAIRMiAN. Thank you, sir.
The next witness is Mr. Sidney Zagri, of the International Brother-

hood of Teamsters.
Take a seat, sir, and proceed.

STATEMENT OF SIDNEY ZAGRI, LEGISLATIVE COUNSEL INTERNA-
TIONAL BROTHERHOOD OF TEAMSTERS, CHAUFFEURS, WARE-
HOUSEMEN & HELPERS; ACCOMPANIED BY TEFF KIBRE, WASH-
INGTON REPRESENTATIVE, INTERNATIONAL LONGSHOREMEN'S
& WAREHOUSEMEN'S UNION

Mr. ZAGRL Mr. Chairman, I am Sidney Zagri and I am accompanied
by Mr. Jeff Kibre of the International Longshoremen's & Warehouse-
men's Union.

For the record I would like to identify myself as Sidney Zagri,
legislative counsel of the Teamsters.

We are one of four unions having an interest in the sugar industry
from the standpoint of the workers.

We represent many of the workers in the processing plants in the
West, and Mr. Kibre's union represents primarily the workers in the
field and in the processing plants of Hawaii. The Packing House
Workers who accompanied us in our appearance before the House com-
mittee, but could not get here today from Chicago because of the very
short notice given this hearing, represent workers in Louisiana,
Florida, and Puerto Rico, and the Wine & Distillery Workers repre-
sent many of the workers in California.

So the four unions are jointly appearing representing the organized
employees in the sugar industry.'

85601--62--12
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In witnessing the hearings held by the House Agriculture Com-
mittee, it has become increasingly clear that all segments of the sugar
industry are being protected by built-in protections in the act, by an
act which essentially for all practical purposes calls for cartelization
of the sugar industry. Every segment of the industry-the producer,
the processor-has been protected except one, and that is the sugar
worker.

While there is protection intended in the act, namely, the provision
for a fair and reasonable wage, the actual application of this has been
dead lettered. It has failed to provide a fair and reasonable wage
based upon some minimum standard as was contemplated by the late
President Roosevelt when he recommended to Congress in 1937 that
it adopt the fair and reasonable standard. Roosevelt stated, and I
quote:

An industry which desires protection afforded by the quota system or a tariff
should be expected to guarantee that it will be a good employer. I recommend,
therefore, that the prevention of child labor and the payment of wages not less
than minimum standards be included among conditions for receiving a Federal
payment.

The application of this, however, has not resulted in the establish-
ment of any minimum which could be related to some reasonable
criterion.

President Roosevelt, had in mind a minimum at that time along
the lines developed by the Fair Labor Standards Act, because it was
at that time that the Fair Labor Standards Act was enacted in Con-
gios and it referred to the fair and reasonable standard in the Sugar
Act. avid used it synonymously with that of the minimum wage promul-
gated1 by Congress for interstate commerce.

We find in examining application of the existing provision that
the Department of Agriculture in 1962 promulgated rates of $1.46
an hour in Hawaii, 90 cents an hour in Florida, 60 cents an hour in
Louisiana, 50 cents an hour in the Virgin Islands, and 36 cents an
hour in Puerto Rico.

On what conceivable basis could the Department have promulgated
rates that are at such variance and show such tremendous differentials?

If they took the cost of living, for example, the cost-of-living index
published by the Department of Labor indicates about a three- or
four-point differential, say, between cities of the South, East, West,
and North; certainly not the variance between the 60 cents an hour in
Louisiana and $1.46 in Hawaii.

I have heard some remarks made that labor costs are going up
;n this industry. I would like to refer to the table published by the
Department of Agriculture which appears on page 4 of my statement,
which indicates that from 1947 to 1960 labor costs have been reduced
in Louisiana by 25 percent, in Florida by 37 percent, and in the beet
area by 18 percent, with an increase of 2 percent in Puerto Rico and
11 percent in Hawaii.

&ow, we also find that during this period, because of automation,
the number of man-hours required to produce a ton of sugar was 48
in LouisiRna in 1960 as compared tb 118 in 1947; 22 in Florida as
compared with 48 man-hours 10 years earlier; 17 in Hawaii as com-
p-,red with 30; 89 in Puerto Rico; and 23 in the beet area.

Now, this results, of course, in a reduction in labor costs per ton
of sugar. e
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The reduction in labor costs was quite drastic in almost all of these
areas. Now, on what basis can the sugar industry or the Government,
the Department of Agriculture, justify the type of built-in protec-
tions and guarantees that everybody now wants to get-to fill the
void that is being created by the Cuban crisis-without similar or
comparable guarantee for at least a minimum standard for the sugar
worker?

Now, the amendment that was introduced on the House side by
Congressman Inouye, of Hawaii, H.R. 11706--and a companion bill
I understand, will be introduced by Senator Eugene MicCarthy 0f
Minnesota today-has for its objective a very simple one: to fill the
void that exists today due to lack of any criteria for the establishment
of a fair and reasonable wage by simply requiring that the minimum
wage under the Fair Labor Standards Act shall apply to sugar field
workers.

This is not an amendment which is substantive because the sub-
stantive precedent is here as enacted in the Sugar Act of 1937 when
Congress followed President Roosevelt's recommendation in establish-
ing-i requiring the Secretary of Agriculture to establish a fair and
reasonable wage.

This amendment simply establishes a criterion-
Senator BF. NNETV. Does it apply to beet workers and not cane

workers?
Mr. ZAoRr. This is for everybody. The beet workers, incidentally,

are very close to this minimum today. So that what in effect this
amendment would accomplish would be to raise the minimum for the
cane workers in Louisiana, Florida, Puerto Rico, and the Virgin
Islands.

The cane workers in Hawaii are up to a minimum of $1.46 today,
which is the lowest scale in the union contract.

Now, the impact this amendment would have even on the producers
in Louisiana, in Florida, and Puerto Rico and the Virgin Islands,
would not be one that would hurt anyone for the simple reason that
the amendment is a flexible one.

Any producer proving any hardship would receive a period of time
in which they could bring uip the productivity of their farms to the
level of efficiency of the bet sugar producers and the Hawaiian
producers.

The amendment also contemplates that there should be some pay-
ments to the industry during this interim period. In other words,
whatever the difference is between the present wage and the minimum
could be compensated for in terms of subsidy for a limited period of
time.

If we, this Government, can subsidize foreign producers under this
act and subsidize the entire industry at home, it certainly is not asking
too much for us to subsidize the poor sugar worker who is working
for 5 cents an -hour-which is certainly not a fair and reasonable wage
in 1962-for a period, a limited period, until such time as his industry
will be brought up to the technological efficiency of the industry in
the beet area and in the Hawaiian Islands.

That, gentlemen, in substance is our proposal,
The CHAmmA . Thank you, sir.
Senator MoCArHY. Mr. Chairman, I have one question.
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You will recall one of the arguments made against global quotas
is that this would put the United States in the market to buy sugar
which was produced in part by the effort of workers who were under-
paid.

Have you made any examination of the allocation of quotas under
the House bill which has come over to us to see whether there is any
reflection there of concern for exploited labor or whether there is a
greater response to allocating quotas to those countries which have
reasonably decent wages for the sugar workers.

You have given figures on the wages, the minimum rate in Hawaii
and Florida and Louisiana and theVirgin Islands and Puerto Rico.

Do you have any study of the wages which are being paid, let's say,
in the Philippines, any one of these countries to which quotas were
being assigned to foreign countries?

Mr. ZAGRI. I believe their weekly wage is comparable to that of the
daily wage paid in the Hawaiian Islands.

Senator MCCARTHY. In the Philippines.
Mr. ZAGRI. Yes.
Senator MCOARTiHY. What about Peru and Brazil and Ecuador,

Colombia, do you have that?
Mr. ZAGRL I don't have the figures. We would be glad to supply

available figures to the committee.
(Mr. Zagri was unable to compile the data in time for inclusion in

the record. When received it will be made a part of the committee
files.)

Senator MCCART11Y. If they are available, I don't know whether
they are.

ir. ZAGRI. I believe in Peru we may have some figures because I
think there is some organizational work taking place-in Peru at the
present time.

Senator MCCARTHY. You suggest in the allocation of quotas in for-
eign countries that some consideration should be given to the actual
wage rates they do.pay in the determination of whether or not we will
give them a premium payment that we require some adjustment in
wage rates where they are unduly low.

Mr. ZAoiu. I agree with that, Senator. In fact, if the Alliance for
Progress program of this administration is to have any meaning, it
should begin with the workers in these countries. It is in this area
that communism or other "isms," which are in opposition to our demo-
cratic way of life, will gain their support. So it seems to me in terms
of our foreign policy, aside from humane considerations which I con-
sider equally important at least, we should consider the wages being
paid in these foreign countries.

Senator MCCARTHY. I thank you.
Mr. ZAGRI. But certainly we shouldn't show this tremendous con-

cern, at least verbally, for the workers in foreign countries and at the
same time suggest for the next 5 years we freeze a mechanism which
will permit rates of 36 cents and 50 cents and 60 cents an hour, rates
which are being promulgated by the Department of Agriculture.
This is really in a sense worse thati no wage minimum at all, because
when the union sits down with the employer to negotiate a contract
the employer always says: "1Vell, the Government says this is all-
this is the minimum that should be paid." So in a sense the promul-
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gation of figures by the Department is really a tool to help preserve
or perpetuate this indefensible wage level.

Senator MCCARTHjY. When we are setting 36 cents an hour in
Puerto Rico and saying this is adequate there we can't be too much
shocked if in the Philippines they pay 15 or 16 cents an hour.

Mr. ZAGRT. I would say we are subscribing to the same principle
inpromulgating such a wage, yes.

Senator McCARTHY. Thank you.
The CHAIRMAN. Thank you.
Mr. KIBRE. Mr. Chairman, may I introduce a statement in the

record in behalf of the International Longshoremen & Warehouse-
men's Union?

The CHAIRMAN. Without objection, the statement will be incorpo-
rated in the record.

(The statements referred to follow:)

STATEMENT BY SIDNEY ZAGRr, LEGISLATIVE COUNSEL, INTERNATIONAL BROTIERIIOOD
OF TEAMSTERS, CHAUFFEURS, WAREHOUSEMEN & HELPERS

My name is Sidney Zagri, legislative counsel for the International Brotherhood
of Teamsters, Chauffeurs, Warehousemen & Helpers of America. On behalf of
General President Hioffa and the general executive board, representing 1,725,000
members, I appreciate this opportunity of appearing in support of H.R. 11706
which would amend section 301(c) (1) of the Sugar Act of 1948.

In witnessing the hearings held by the House Agriculture Committee, it has
become increasingly clear that the proposed sugar bill has been given the green
light since all vested interests in the sugar industry will be amply protected by
this bill, with the exception of one; the sugarworker. Every segment of the
sugar industry is provided for with built-in protection, guaranteed profits,
guaranteed opportunities for growth; but nothing is provided for the sugar-
worker.

As Secretary of Agriculture Freeman pointed out on the "Today" show yester-
day morning, even Republican critics of the farm bill have reversed their his-
toric position in opposition to a controlled agricultural economy by voting for the
Sugar Act, which provides for the cartelization of the sugar Industry.

Under these circumstances, it is difficult to understand how they can argue
built-in protection for "profits" but no comparable protection for "fair and
reasonable" wages.

FAIR AND REASONABLE PROVISION OF TIHE SUGAR ACT IS A "DEAD LETTER"

The "fair and reasonable" provisions of the Sugar Act create the popular
misconception that the sugarworker is presently protected on a fair and reason-
able basis which would be at least the equivalent of the minimum wage stand-
ards of the Fair Labor Standards Act. Nothing could be further from the
truth. The sugarworker today is no better off than the migrant worker and is
far worse off than the bracero who is granted a $1 minimum if he crosses the
Mexican border into the United States. The sugarworker in the same area
is guaranteed a minimum of 50 cents or 60 cents an hour.

In 1962 the U.S. Department of Agriculture promulgated minimum rates of
$1.46 an hour in Hawa il, 90 cents an hour in Florida, 60 cents an hour in Louisi-
ana, 50 cents an hour In the Virgin Islands. and 36 cents an hour in Puerto Rico.

An extension of the Sugar Act for 5 years would freeze the mechanism which
Is responsible for this condition.

H.R. 11700 IS SIMPLY A CLARIFYING AMENDMENT

The concept of minimum wages in the sugar industry was introduced by the
late President Franklin D. Roosevelt, in his message to Congress in 1937 in
which he stated:

"An industry which desires the protection afforded by the quota system or
a tariff shouldd be expected to guarantce that it will be a good employer. I rec-
ommend. therefore, that the prevention of child labor and the payment of wages
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not les than minimum standards be included among conditions for receiving a
Federal payment."

It is clear from this that President Roosevelt used the terms "fair and reason-
able" and "minimuun standards," synonomously.

It is, therefore, fair to assume that the intent of Congress at the time that
the bill was passed as to have the Secretary of Agriculture promulgate wages
that were not less than the wages paid industries under the FLSA. It is true
that section 301(c) (1) provides for difference of conditions among various pro-
ducing areas. This does not, however, mean that the minimum in any area
should be less than a minimum wage promulgated by Congress for the country
as a whole. It does not follow from this that wages in any area should be below
that of the FLS.".

It is clear from the foregoing that the proposal of H.R. 11706 does not estab-
lish a precedent, but is simply a clarifying amendment implementing the recom-
mendation of President Franklin D. Roosevelt, Imposing a special obligation on
the employer In the sugar industry in establishing a minimum wage.

THE APPLICATION OF THE PRINCIPLE EMBODIED IN SECTION $01(0) (1) REQUIRES
SUCH A CLARIFYING AMENDMENT

The absence of specific standards defining "fair and reasonable" wages re-
suited in the establishment of minimums of such diversity among the producing
areas as to suggest no common denominator for arriving at such determinations.

NEED FOR A SPEonIO STANDARD

How can one explain "fair and reasonable" minimum wages of $1.46 in Ha-
waii, 90 cents in Florida, 60 cents in Louisiana, 50 cents in the Virgin Islands,
and 386 cents in Puerto Rico for the same crop year? These are the latest deter-
minations for these areas. Even under the most flexible standards, it is difficult
to find Justification for the existence of such drastic differentials among the
regions mentioned.

If cost of living is the criteria, and a spokesman for the U.S. Department of
Agriculture hinted that this was the case, one cannot justify such differentials
since the cost-of-living indexes of the U.S. Department of Labor on 0.03 or 0.04
cent differences between cities of the South, North, and West for March of 1962.

If It is on the basis of ability to pay, this goes to the efficiency of the industry
and not to the concept of what is fair and reasonable. In any event, where pro-
ductivity is a factor, the answer is not to work out a minimum wage based upon
the prevailing scale, but rather a rate which would encourage technological
change, which would increase efficiency and place competition upon the ability
to produce as well as the ability to pay.

The reluctance of the Department of Agriculture to reveal specific standards
in the making of determinations, or its failure to justify drastic wage differences
between regions, is further indication of the need for the establishment of spe-
cific legislative criteria as is suggested by the proposed amendment.

PROPOSED A.ENDMENT IS FLEXIBLE

The proposed amendment does not require producers who can prove undue
hardship to raise the wages to the prescribed minimum immediately. Procedures
are established for the purpose of hearing hardship cases.

A portion of the $180 million subsidy made available to foreign producers
could be used to subsidize the difference between substandard wages and the
FLSA minimum where hardship is established.

The latest figures released by the U.S. Department of Agriculture indicate
that as the wage rate for fleidworkers goes up, the number of man-hours for the
production of a ton of sugar goes down. The following comparative figures were
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released by the U.S. Department of Agriculture in its Sugar Reports No. 115,
November 1961:

Farm labor co89 and man-houra per ton of sugar, and hourly earnings of
fleldworker8

Labor costs per ton sugarI Man-bours per ton sugar Hourly earnings of
fleldworkers I

Area

1947-49 1960 Change 1947-49 1960 Change 1947-49 1960 Change
(percent) (percent) (percent)

Louisiana .......... $48 $36 -25 118 48 -59 $0.41 $ .74 SO
Florida --------------- 38 24 -37 68 22 -62 .66 1.11 US
Hawaii ....---------- 27 30 +11 30 17 -43 .93 1.74 +87
Puerto Rico ---------- 44 45 +2 134 89 -84 .33 .60 +52
Beet area ............. 33 27 - 18 41 23 -4 .82 148 +44

1 Excludes fringe benefits.

The Sugar Reports 115, November 1961, concludes (pp. 30, 31):
"*, * * Such gains also have provided more producers with a margin of savings

In labor costs to defray, in whole or in part, added costs for nonlabor inputs and
amortization of capital outlays for production facilities both of which were
essential to the attainment of Improved labor productivity * * *."

The establishment of FLSA minimums will act as a further stimulus to accele-
rating the rate of technological change In the "backward areas."

Government subsidization during the interim period will be only a very small
fraction of the subsidies presently granted growers in the stabilization of the
sugar industry.

It is difficult to reconcile the producers' support of Government subsidy for
the grower and processor and be in opposition to comparable subsidlc9 to sustain
a minimum wage essential to the maintenance of a healthy and decent standard
of living.

DEPARTMENT OF AGBIULTURE WAGE DETERMINATIONS-OBSTACLE TO
COLLECTIVE BARGAINING

A continuance of the present policy of having the U.S. Department of Agri-
culture place the stamp of governmental approval on the prevailing wage in an
area-no matter how low-does more harm than good.

It stands in the way of workers negotiating an improvement over the present
substandard wage through collective bargaining. The employer can always
shift the responsibility to the Government. If the fair and reasonable wage
concept is to be a "dead letter," it is better to have no provision at all.

CONCLUSIONS

1. The dead letter proviso of fair and reasonable wages of the act calls for
one or two of the following:

A. Adoption of the proposed amendment establishing FLSA minimums, or
B. Extension of the Sugar Act for only 1 year with provisions for a study by

the Department of Agriculture or a congressional committee to establish a factual
determination in the following areas:

(1) To determine basis for drastic differences in minimum rates ranging from
36 cents in Puerto Rico to $1.46 in Hawaii.

(2) Examination of Department of Agriculture's wage determinations to
determine basis for minimum rates.

(3) Investigation of the ability of the sugar industry to pay FLSA minimum
rates to the sugar workers.

(4) The impact of technology on the industry.
The study should be completed with a report back to the 88th Congress not

later than March 1,1963.
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STATEMENT OF JEFF KiBRE, INTERNATIONAL LONGSHOREMEN'S AND VAREHOUSE-
MEN'S UNION

"FAIR AND REASONABLE WAGES" FOR SUGARWORKERS

U.S. policy regarding the sugar industry is undergoing serious reappraisal,
)rincipally because Cuban sugar is no longer available for consumption in this
country. This is the first such basic reappraisal since the adoption of the
quota system in essentially its present form in 1934. While the principal debate
.oncerns readjustments in quotas, this is an opportune time to review the effec-
iveness of the present sugar control machinery as it affects the basic sugar
)roducers, the fieldworkers on the beet farms and cane plantations.

As was recently pointed out (in a "Special Study on Sugar," a report of the
special study group of the U.S. Department of Agriculture for use of the House
Committee on Agriculture), "We have developed a thoroughly managed sugar
economy." The question we wish to raise is: What has become of the field-
worker? How has he fared in this managed economy? Why is he the for-
votten man.

The sugarworker has actually received no benefit whatever from the Sugar
Act. Other segments of the industry-the industrial users, the processors, and
the growers-have all benefited from the stable and assured prices guaranteed
by the act.

The workers in fact, who produce the sugarcane and the sugarbects, are
actually worse off than they would be without the procedure in the Sugar Act
which is supposed to assure them "fair and reasonable wages." As our state-
ment demonstrates, the "fair and reasonable" wage for sugar workers is set
by the Department of Agriculture at whatever is the rate prevailing in the
area. Thus the Government's stamp of approval is put on each substandard
wages as 95 cents in the beet areas, 60 cents in Louisiana, and even less in
Puerto Rico. Every attempt by the workers to raise their wages is met by
the argument that the wages they are getting are considered "fair and rea-
sonable" by the Government.

These so-called "fair and reasonable" wages are below the minimum of $1
per hour set by the Department of Labor for Mexican nationals who work
in the lettuce fields of California and Arizona. Thus a domestic worker doing'
certain types of manual labor in the beetfields is guaranteed a minimum below
that guaranteed to a Mexican national working in the lettuce fields.

.What is more, Congress has provided a national minimum of $1.15 per hour
under the Fair Labor Standards Act, a minimum scheduled to go up to $1.25
in September 1063. It is our position, which we urge upon this committee, that
the Sugar Act be amended to provide the same minimum wage for sugarwork-
ers in all areas as that provided in the Fair Labor Standards Act. The "fair and
reasonable" wages as established under the Sugar Act are unfair and in-
equitable.

When the Sugar Act was adopted in 1937, President Roosevelt said that in view
of the protection afforded by the quota system the industry "should be ex-
pected to * * * be a good employer." We submit that no one who looks at the
facts can conclude that the industry has lived up to Roosevelt's injunction, or
that the Department of Agriculture has satisfactorily discharged its obliga-
tion to coxhpel the industry to do so.
Sugar-A protected industry

The U.S. sugar industry has been heavily protected for many years, first
by tariffs and, since 1934, by means of a quota system that guarantees domestic
producers a market at a price substantially higher than the world market
price. Senators Paul I. Douglas and J. W. Fulbright have recently estimated
the extent of the subsidy at $10 to $20 billion since 1934 (S. Rept. No. 125, 87th
Cong., 1st sess. p. 10).

When the Roosevelt administration adopted the Jones-Costigan Act in 1934,
the price of raw sugar was 1 cent a pound. The Industry was in a bad way. The
act was designed to raise and stabilize prices without harming consumers, to
effect a shift of income from processors (who Weren't doing so badly) to growers
(who were doing miserably) and, in so doing, to insure that the -farmworkers
shared in the benefits.

Since 1934 the Sugar Act has often been amended, but its basic purposes and
procedures remain unchanged. After 27 y~ars' experience it is clear that the
act has been successful In meeting all of Its major objectives-with one glaring
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exception: the farmworkers, the base of the whole pyramid, have derived no
benefit. Sugar fleldworkers in Hawaii are an exception-they are far better
off than they were, but the Improvement in their income and living standards
cannot be credited to the sugar legislation; it is the result of union organization.

However, since 1934 the economic picture has radically changed. The need
then was to raise sugar prices and to redistribute the industry's income as be-
tween processors and growers and, indirectly, the fieldworkers. Now, during
the prosperous postwar years, the operation of the act has resulted in an un-
anticipated profit bonanza for the big industrial users who swallow two-thirds
of the industry's product. The principal beneficiaries of the act have been
Coca Cola, Hershey, Wrigley, and other industrial users, including the fruit
canners The resulting phenomenal profits for some of these companies are
shown later.

Now is the time for a thorough reconsideration of the whole purpose of the
Sugar Act. The country cannot sit Idly by and see millions of dollars pouring
into the coffers of the Industrial users and the U.S. Treasury at the same time
that the fleldworkers are getting no benefits whatever. This was not the purpose
of the act originally; it should not be suffered to be the result of the act today.
"Sugar industry should be a good employer"-Roosevelt

President Franklin D. Roosevelt, in his message to Congress recommending
passage of sugar legislation In 1937, said:

"It is highly desirable to continue the policy, which was inherent in the Jones-
Costigan Act, of effectuating the principle that an industry which desires the
protection afforded by the quota system, or a tariff, should be expected to
guarantee that it will be a good employer. I recommend, therefore, that the
prevention of child labor, and the payment of wages of not less than minimum
standards, be included among the conditions for receiving a Federal payment."
[Our emphasis.]

Our complaint Is not that the industry is protected. We recognize that the
long-run stability of the industry depends on the maintenance of a domestic
price which is higher than the world price. Our complaint Is that an industry
which enjoys such protection has not been compelled to pay a decent minimum
wage to the workers who produce the sugar.
"Fair and reasonable" wages

The 1937 Sugar Act and all subsequent versions have carried the provision that
the Secretary of Agriculture, after appropriate hearings, shall establish "fair
and reasonable" wages for sugar workers. But the act failed to specify clearly
the standards to be applied in setting the rates. It simply said that the Secre-
tary "shall take into consideration the standards therefor formerly established
by him under the Agricultural Adjustment Act, as amended, and the differences
in conditions among various producing areas" (sec. 301 (c) (1) ).

In practice, the "fair and reasonable" wages as set by the Secretary have been
no higher and no lower than those prevailing in the particular. area in question.
In Hawaii, where wage rates have been established by collective bargaining
since 1945, the Secretary has determined that the union rates are "fair and
reasonable." Elsewhere, according to spokesmen for the Department, the stand-
ards have taken into account trends in living costs, "differences in the economic
position of producers and workers in the several producing areas" and "ability
to pay," i.e., "the economic position of producers in relation to available market
returns." ("Wage Determinations Under the Sugar Acts," by Ward S. Stevenson
and Linewood K. Bailey, ,SugAr division, Department of Agriculture, published
in Sugar Reports, December 1954).

Consideration of trends in living costs has been limited to trends in the prices
of food and clothing, "inasmuch as those two items represent the major expendi-
tures by sugarbeet and sugarcane fieldworkers" (op. cit.). Nothing could be
more revealing. The living standards of the fieldworkers are so low, price
trends for other customary Items of goods and services are disregarded.

In the public hearings, which are provided for in the law as a protection to all
parties, the Secretary almost always has only such information as the growers
provide. The resultant wage determinations follow what is the prevailing wage
in the area in question.How else can one explain a "fair and reasonable" nlinum wage of $1.46 in
Hawaii (the union rate for labor grade 1, effective Feb. 1, 1902) and a wage of
60 cents in Louisiana for the same crop year? These are the latest determina-
tions for these areas. It is obvious that the alleged "standards" used by the
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Secretary of Agriculture are extraordinarily flexible. "Fair and reasonable"
does not mean what is fair qnd reasonable to the workers. No genuine concept
a fair minimum wage should Justify any such differentials as this. Congress
itself, in setting the FLSA minimum, has recognized that a minimum wage should
be national and not regional.

The consequence of the procedure followed by the Secretary of Agriculture,
is that the Government has been lending its support to the maintenance of sub.
standard wages. The main beneficiaries, however, have not been the growers,
because they too are squeezed, but the big industrial users who are the real
group in the driver's seat.

sugar wages increasingly lagging
A look at the attached chart confirms the conclusion that the Sugar Act pro-

vision for "fair and reasonable" wages has done nothing to bring earnings of
sugar fleldworkers up to a truly fair and reasonable level. The chart shows
the movement of sugar workers' earnings for the period 1946-60 compared
to the earnings of industrial workers. Two conclusions are immediately obvious.

1. Earnings of field sugar workers are far below the earnings of industrial
workers and have been falling further and further behind. Earnings In beet
areas, which averaged about two-thirds of earnings In manufacturing in 1940,
are now only a little more than one-half the earnings of manufacturing workers.

2. In Hawaii, average earnings-though still substantially below the level of
industrial earnings-have pretty much kept pace with the trend of industrial
wages over the period 1946-60.
A dead letter

The only possible conclusion is that section 301(c) (1) of the Sugar Act is a
dead letter so far as providing a real minimum wage is concerned. It affords
sugar workers no protection whatsoever. To this extent, the purpose of the
original enactments has not been fulfilled. Processors are paying their excise
tax, growers are getting payments, but the wages and conditions of the workers
would be no worse if the Sugar Act was repealed. Though the industry Is pro-
tected, the workers are not. The Industry is far from being a "good employer,"
to refer again to President Roosevelt's message.
"Fair and reasonable" wages are below other Government-set minimim standards

The Fair Labor Standards Act, as recently amended, provides for a minimum
wage of $1.15 for covered workers throughout the United States, with special
exceptions only for Puerto Rico. The minimum is scheduled to go up to $1.25
on September 3, 1963, only 18 months from now. The minimum established in
the FLSA is the only dollars and cents standard for wages which Congress itself
has established. How can the Secretary of Agriculture justify lesser mint-
murus--and minimums varying even within the continental United States-in
the face of such congressional enactment?

But It is not only the FLSA minimum which i higher than the Department
of Agriculture's "fair and reasonable" wages. The Secretary of Labor, acting
under the authority of Public Law 78, has set minimum rates for Mexican na-
tionals who come into this country to work in the lettuce fields of California and
Arizona. The rate is 24 cents per carton or $1 per hour at the discretion of the
worker. The piece rate, according to a recent survey (January 1962) by the
Labor Department, produced average earnings of $1.36. These rates are cur-
rently in effect and of course they have to be offered to domestic workers as well
as to Mexican nationals.

A domestic worker, therefore, may work 1 month in the Imperial Valley at
a rate which pays him $1.36 an hour, with a definite guarantee of $1, but the
next month, it he moves up into a beet area, the only guarantee he's entitled to
is 95 cents an hour, under the Department of Agriculture determination for 1962.

Or take the case of a sugar worker in Louisiana whose "fair and reasonable"
wage may be as low as 60 cents. He could cross the border into Mexico, pick up
a little Spanish and come back into the United States, posing as a bracero, to
work in the Imperial Valley lettuce fields. Here he is guaranteed no less than
$1 an hour. It is bard to understand how 'Congress can Justify such discrep-
ancies among the wage determinations by different Government agencies. If an
elected official of any union tried to justify anything comparable he would be
laughed out of office.

Sg#ar workers as mtgrants.-Many sugar workers are migrants. As such,
they suffer the many disabilities of migrants, disabilities which are well known,
but long tolerated. Attached to this document are several statements dealing
with the problems of migrant farmworkers.
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Sugar workers are not guaranteed collective bargaining rights
Sugar workers are excluded from coverage under Federal law which guar-

antees industrial workers the right to bargain collectively through representa-
tives of their own choosing. The law does not forbid collective bargaining, but
the growers are under no legislative compulsion to agree to bargain. Thus an
industry which enjoys the protection of the Federal Government is under no
obligation to bargain collectively.

This situation derives both from the great political influence of farmers and
from the organizational weakness of the workers. The situation is thus to some
degree circular: the workers cannot readily organize because they are not
organized. Obviously, one step toward a solution lies in the adoption of
amendments to Federal labor laws to cover the sugar workers.

Who are the beneficiaries?
If the workers have not benefited from the generous subsidy enjoyed by the

domestic sugar industry, who has? The answer is: All other segments have
benefited, the big industrial users most of all.

The industrial users have grown rapidly in Importance since the passage of
the first quota legislation In 1934. At that time they consumed about one-third
of all the sugar used in this country; now they consume about two-thirds. The
ordinary domestic consumer has increasingly purchased his sugar in the form of
bakery goods, confectionery, canned fruits, carbonated beverages, chewing gum,
and other processed items. For the industrial user, the Sugar Act has guaran-
teed a profit bonanza. The following figures (from Moody's Industrials) are
profits after taxes as a percent of net worth for the companies listed for the
period 1948 through 1960:

[ia percent]

Company 
Range 1948-0

Low year High year

Coca Cola ................................................................... 14.3 24.3
Pepsi .................................................................. 7.1 24.2
Win. Wrl ey, Jr .............................................. ----------- 13.0 21.0
National Biscut . -----------------------------------.......................... 10.7 15.$
Hershey Chocolate .......................................................... 10.3 30.0

That section of the Sugar Act (see. 201) which establishes the criteria to be
used by the Secretary of Agriculture in determining the overall quota of sugar
for consumption purposes, provides that the "determination shall be made so as
to protect the welfare of consumers and of those engaged in the domestic sugar
industry by providing such supply of sugar as will be consumed at prices which
will not be excessive to consumers and which will fairly and equitably maintain
and protect the welfare of the domestic sugar Industry * * *."

The above profit figures demonstrate that the Secretary has certainly pro-
tected the welfare of these large sugar users, who, together with similar indus-
trial concerns, consume two-thirds of the entire sugar supply. Obviously the
price of sugar has not been excessive.

Profits of sugar producers and processors have been adequate and assured.
They have been benefited from an assured market and a stable price. Now un-
der the circumstances of expanding domestic quotas, their outlook for the future
is even better.
gJrowers have received many millions in sugar payments

The Sugar Act entitles the beet and cane growers to certain payments in
return for their observing the quota requirements and the child labor and wage
payment provisions of section 801. The payment varies from 80 cents per
hundred pounds of raw sugar on farms producing a small tonnage to 80 cents
per hundred on farms producing a large tonnage.

The big Hawaii plantations receive payments at the minimum rate, while the
small beet farms and small cane growers in Louisiana receive the maximum.
This results in a highly anomalous situation; the area which pays the highest
rate of wages receives the lowest rate of sugar payments, while the areas which
pay the lowest wages receive the highest sugar payments. Many growers who
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pay less than $1.15 per hour nevertheless are receiving payments from the Fed-
eral Treasury. We think that if the industry is to be subsidized, the subsidy
should vary directly with the level of wages paid-the higher the wage, the
higher the sugar payments.

Over the years during which such payments have been made (1934-60) they
have aggregated $1,341 million. (Source: For 1951-59, Agricultural Statistics
1960, pp. 546 and 547: for 1934-50, House Hearings on Extension of Sugar Act,
Committee on Agriculture, Serial J. p. 81. The figures for the years 1934-50 in-
clude Sugar Division administrative expenses.) This enormous sum has been
paid to the industry out of the Federal treasury at the same time that the in-
dustry has been paying the miserable wages described above.

Hawaii thec erccpton
As is clear from the chart, average earnings of Hawaii sugar workers have

risen much more sharply than those of mainland sugar workers. The reason is
simple: The Hawaii sugar industry has been compelled by the pressure of a

-labor organization, the ILWU, to mechanize, modernize, and rationalize its
operations to such an extent that it can afford to pay a wage substantially above
that paid in the other areas.

Before the ILWU became the recognized bargaining agent for the Hawaii
sugar workers, the lowest category field worker was receiving 19 cents an hour,
plus housing and certain other perquisites. The situation on the sugar planta-
tions was truly colonial. Now the base rate for labor grade I is $1.46. The
weighted average of hourly earnings of Hawaii sugar workers, according to the
Department of Agriculture, has risen from 73 cents in 1946 to $1.74 in 1960.

If we Include the value of fringe benefits-medical care, pensions, paid vaca-
tions, paid holidays, sick leave, and severance pay-benefits which the vast ma-
Jority of sugar workers elsewhere do not have, the total in Hawaii is now $2.30.
These benefits are all provided by union contract.

The Hawaii workers also enjoy legislative protections unheard of elsewhere.
A little Wagner Act assures them collective bargaining rights. Passed shortly
after World War II, this legislation was an important aid in securing bar-
gaining rights for these workers. Elections were held on each plantation as
an orderly means of obtaining recognition and bargaining rights.

Hawaii's unemployment insurance law has been amended to include agricul-
tural workers. No other State law covers them. They are covered, also, under
the Hawaii workmen's compensation law.

The Hawaii wage and hour law applies to agricultural workers, though the
provisions under the ILWU sugar contracts are sufficiently better so that the
overtime and minimum wage requirements are not, in fact, effective so far as
ILWU workers go.

Source of higher wages
It is easily demonstrated that means can readily be found to guarantee sugar

workers the $1.15 per hour minimum to which, in all justice, they are entitled.
To raise wages to this level, we estimate, would cost only about $30 million

per year. This estimate is based on Department of Agriculture figures on man-
hours worked and assumes that all fieldworkers are entitled to the present
FSA minimum of $1.15 per hour.

The first source for raising sugar wages to at least $1.15 per hour-a source
which is immediately available and which in itself is almost sufficient for the
purpose-is the profit which the U.S. Treasury derives from the operations of
the Sugar Act. Receipts from the excise tax levied on the processors exceed
sugar payments to the growers by some $25 million a year. This excess should
be made available to brinz sugar workers wages up to the FLSA minimum.

A second possible source is the quota premium (the difference between the
domestic price and the world price). We estimate that in 1960 foreign producers
alone received a benefit from the quota premium amounting to $180 million.
This figure may be somewhat different in the future because the world price may
be affected if there is no longer a guaranteed market for a part of the product In
this country. But in any event. it is clear that only a small portion of this
amount is needed to bring sugar workers up to the present FLSA minimum.

I Tn the case of Puerto Rico there Is no sin gl, FLSA minimum Inttdo. there nre a
number of deterrninatinnq for different IndusiIeo. rnnting down from 1.n5 in a few to
60 eents In others. In making the above estimates we used nn arbitrary figure of 75
cents as approximately the average FLSA minimum for Puerto Rico.
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The suggestion here is that the sugar from other countries be bought at the
world price and sold to processors here at the domestic price. The difference
would go into the U.S. Treasury. Such an arrangement has been proposed by
the State Department. What we are adding, is the proposal that some of this
money be set aside as a fund to raise the wages of sugar worker, up to the
statutory minimum. The amount available from this source-$180 million or
thereabouts-is much more than enough to accomplish this purpose. Only a
fraction of it Is needed.

It is quite obvious that funds are available or could readily be found, within
the operations of the Sugar Act, to assure all sugarfield workers a truly "fair
and reasonable" wage. We believe that with some imagination in redrafting
the wage provisions of the Sugar Act, the necessary increase could be paid
without hurting the growers in the least.

Franklin Roosevelt enunciated the basic policy: that an industry which
receives Federal protection should pay an American wage. The time is long
since overdue to apply this principle to the sugar industry. The argument
might be made that an increase in the minimum wage standards for sugar
workers could result in an increase in the price of sugar. This obviously would
not be the case if the recommendations proposed by our union were followed,
namely, to provide assistance to those farmers having difficulty meeting the
FLSA minimum by allowing them additional compliance payments coming from
the profit made by the U.S. Treasury or from the quota premium. If some price
increase did occur, it could easily be absorbed by the industrial users as shown
by the profit figures above; consequently, It would not mean an increase to the
vast bulk of the consumers.

We feel strongly that the primary purpose of the wage determination section
of the Sugar Act must be to bring the wages of the sugar workers into line with
the Fair Labor Standards Act and that the impact on other aspects of the indus-
try such as compliance payments or price are secondary. We see no way to
justify continuation of an act whereby growers, processors, industrial users, or
for that matter the U.S. Treasury are well provided for while the workers in the
field remains the forgotten man.

What we propose
The Sugar Act should be amended to provide-
1. That "fair and reasonable wages" be defined as the minimum wage (cur-

rently $1.15) provided by the Fair Labor Standards Act.
2. That the Department be empowered to make additional payments to

growers to enable them to raise the wages of fieldworkers to the FLSA minimum
within a fixed period of time, such determinations to be made after. public
hearings. In the areas where wages are lowest, the time period might need
to be longer than in areas where wages already come close to the minimum,
but in no instance should the time period exceed 3 years. Such additional
payments would be conditional upon a grower's meeting the rising schedule
of wage minimums.

3. That any excess of the proceeds of the excise tax overpayments to farmers
be utilized to assist growers in bringing wages up to FLSA minimum.

4. That purchases of raw sugar from foreign countries be at the world price
and that a part of the difference between the purchase price and the domestic
price at which the sugar Is sold to U.S. processors be available for the purpose
of making the additional payments to the growers to enable them to pay the
FLSA minimum.

5. That any grower who pays the FLSA minimum to his fieldworkers be
entitled to the maximum compliance payment of 80 cents per hundred pounds
of raw sugar, irre.pective of the volume of his sugar production.
6. That sugar compliance payments be made conditional upon a willingness

on the part of the grower to recognize a bona fide union as the collective bargain-
ing agent of the fieldworkers whenever it represents a majority of tile work
force.

7. That the Secretary of Agriculture be required to make an annual report
to the appropriate committee of Congress showing how the fleldworkers have
fared with respect to wages and conditions.

APPENDIX I. SUOAR WORKERS AS MIGRANTS

SUGAR WORKERS AS MIGRANTS-"TITE MOST ISOLATED AND FORGOTTEN PEOPLE IN
AMERICA"

The bulk of the workers who do the band labor in beet and cane are migrants
so that the well-known facts about migrant agricultural workers may be cited
as applying to these sugar workers.
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A Senate report in 1060 concludes:
"We found, in short, that the migrant workers arc truly the most isolated

and forgotten people in America. Despite their obvious and valuable contribu-
tion to our society, they share few of its fruits and seldom find themselves
with the same rights and opportunities as other citizens."-"Report on Study of
Migratory Labor," by Mr. Hayden to accompany Senate Resolution 267 (86th
Cong.. 2d sess., Calendar No. 1118, Report No. 1088, pp. 3-4).

Another Senate report, also dated 1960, was quoted by Secretary of Labor
Arthur A. Goldberg in testimony before the Subcommittee on Labor of the
House Committee on Education and Labor (May 9, 1961). According to this
Senate report:

"The [agricultural] migrant and his family are lonely wanderers on the faca
of our land. They are living testimonials to the poverty and neglect that is
possible even in our healthy and dynamic democracy that prides itself on its
protection and concern for the individual. Behind the screen of statistics,
showing migrant laborers toiling for as little as 50 cents an hour, and working
only 131 days a year, we see families crowded into shelters that are more like
coops for animals, with children undernourished and in poor health, 2 or 3 years
behind in school, with little chance to fully develop their talents and become
useful to themselves and their country. This is the ugliest kind of human
waste. The plight of the migrant families is a charge on the conscience of all
of us" (Senate Select Subcommittee on Labor of the House Committee on Edu-
cation and Labor, Report 1960).

MIGRANT SUOARWORKERS HAVE LITTLE LEGISLATIVE PROTECTION

Secretary Goldberg, testifying last May with regard to migratory workers,
summed up the almost complete lack of legislative protection which character-
izes the migrant agricultural worker:

"Because they are migrants, the residence requirements of many State laws
exclude them from public assistance, health, educational, and other services.

"Agricultural workers have been expressly excluded in most instances from
nearly all of the Federal and State social welfare and labor laws which protect
other workers.

"Although workmen's compensation legislation was the first type of social
insurance to be developed extensively in the country, little progress has been
made In extending such benefits to agricultural workers.

"The minimum wage laws of only Hawaii and Puerto Rico specifically apply
to agricultural workers and the wages and hours provisions of the Federal Fair
Labor Standards Act do not cover agriculture.

"Of the State unemployment insurance laws, only that of Hawaii provides
coverage for farmworkers.

"Only the old-age survivors and disability insurance law and the child labor
provisions of the Fair Labor Standards Act cover farmwork-the insurance law
only if the worker earns enough to qualify, and the child labor provisions only
If the child is employed during school hours."-Testimony of Secretary of Labor
Arthur H. Goldberg in "Hearings on Migratory Labor," House Committee on
Bducaton and Labor. Eighty-seventh Congress, first session, May 9, 1901, page 4.

The CHAME&AN. The next. witness is Alfied L. Scanlan, of the
Barad-Schaff Sales Co.

Please proceed, Mr. Scanlan.

STATEMENT OF ALFRED L SCANLAN, BARAD-SOHAFF SALES CO.,
WASHINGTON, D.C.

Mr. SCANLAN. My name is Alfred L. Scanlan. I am an attorney,
with offices at 734 15th Street NW Washington, D.C. I submit this
statement in behalf of the Barad-Schaff Sales Co., an importer of agr-
cultural, dairy, and other products, whose principal office is located Fin
New York City. We oppose the enactment of proposed section 5 of
H.R. 12154, the sugar bill which has passed the House of Representa-
tives and is now before the committee.,
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CHART
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Section 5 is a provision which, for the first time, would apply Sugar
Actquotas to all products containing sugar including processed food
products, as well as industrial products. Ii the Department of Agri-
culture were seriously to undertake, on a product-by-product basis,
the duties which section 5 would vest in it, it would be forced to re-
view the importation into the United States of almost all processed
food products, as well as a great number of industrial products.
Obviously, should the section become law, the possibilities of the tail
of sugar policy wagging the dog of U.S. international trade policy
would be very real.

If such new and sweeping authority is to be vested in the Secretary
of Agriculture and his agents in the Department, the least that seems
required is a substantial and detailed justification for the need for
this new administrative authority. None has been shown. The Sec-
retary did not attempt to explain, much less to justify, section 5 in his
letter of transmittal to the House Committee on Agriculture. Again,
in his testimony before the House committee, the Secretary omitted
any discussion of the alleged necessity for section 5 and the purported
purposes at which it is directed. The House committee report itself
contains no more than a compressed summary of the text of section 5,
but no statement of justification or need. Therefore, if there be a real
need for section 5, it certainly has not been demonstrated in the legisla-
tive history up to now. We suspect that there is none.

Perhaps it is argued that the section is needed to keel) out sugar-
containing products, the sugar content of which is its primary com-
ponent, and which might be commercially recoverable after importa-
tion into this country, and thus be brought into the country in viola-
tion of the quota restrictions and the basic purposes of the Sugar Act,
as amended. The answer to that contention, and we assume that the
committee may be aware of it, although the Department of Agricul-
ture has not emphasized the point is that the Secretary of Agriculture
already has authority to deal with subterfuge sugar importations as a
result of the careful definition of liquid suoar found in section 101 (f)
of the present Sugar Act. (7 U.S.C. 1101(f).)

Assuming, however, for purposes of argument only, that additional
authority is needed to prevent the importation of substitute sugar in
the form of sugar-containing products, such an objective is not cal-
culated to be carried out by the language of section 5 as now proposed.
Instead of making the determination of whether a sugar-containing
product is imported for purposes of evading sugar quota restrictions,
a discriminatory and irrelevant distinction is drawn between sugar-
containing products that have a history of prior importation, and
those that do not. Thus, a product containing 90 percent sugar could
come in without being subject to quota, while another product con-
taining only 10 percent sugar would be made subject to quota restric-
tions. Strangely enough, the sugar content of the product is not even
mentioned as a criterion to which the Secretary should adhere in
making a determination under section 5. This is an incredible omis-
sion. It suggests that the section was either carelessly drafted or else
designed for purposes other than those which allegedly caused it to
be recommended by the Department of Agriculture for passage by
the Congress.
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Finally, under section 5, the Secretary of Agriculture would be both
accuser and judge in his own case, a role never permitted him under
section 22 of the Agricultural Adjustment Act which covers a vast
range of agricultural products. We see no reason why the rule should
be changed in the cause of sugar-containing products. At the mini-
mum, thie formal hearing requirements of the Administrative Pro-
cedure Act should apply so as to guarantee persons who might be
affected by adverse determinations of the Secretary of Agriculture,
the minimum essentials of administrative due process.

I appreciate this opportunity to present our statement to the com-
mittee. While we oppose the enactment of section 5, we realize that
chances for its defeat at this late stage may not be too bright. How-
ever, we do strongly urge that certain changes in the language of sec-
tion 5 be made. We urge these changes, not only in the interest of'
protecting against possible arbitarary exercise of unstandardized
administrative power, but also from tie point of view of effectively
carrying out what is alleged to be the true object of the bill, that is,
the prevention of the importation of substitutes for quota sugar. To
that end, we have drafted certain proposed amendments to section 5.
I submit these now as part of my statement, along with a memo-
randum which attempts to explain the reasons for the changes sug-
gested in the draft which we have filed with the committee.

Thank you.
(The following was supplied:)

SEC. 6. Section 206 of such Act Is amended to read as follows:
"Sc. 206. The sugar, or liquid sugar, '-, any product or mixture, whose chief

component in value, either quantitatively or qualitatively is commercially recov-
crable sugar, which the Secretary determines, is the same, or essentially the
same, in composition and use as a sugar containing product or mixture which
was imported into the United States during any three or more of the [5] sir
years prior to [1960] July 1, 1962, without being subject to a quota under this
Act, shall not be subject to the quota and other provisions under this Act, unless
the Secretary determines, pursuant to notice and opportunity for hearing as
provided herein, that the actual or prospective importation or bringing in to the
United States or Puerto Rico of such sugar containing product or mixture will
substantially interfere with the attainment of the objectives of this Act, provided
that the sugar and liquid sugar in any other product or mixture, whose chief
componentt in value, either quantitatively or qualitatively, is commercially
recoreaablc sugar, imported or brought into the United States or Puerto Rico,
shall be subject to the quota and other provisions of this Act, unless the Secre-
tary determines, alter notice and opportunity for hearing as provided hercin,
that the actual or prospective importation or bringing in of the sugar containing
product or mixture will not substantially interfere with the attainment of the
4dijectives of this Act. In determining whether the actual or prospective n-
lwrtation or bringing into the United States or Puerto Rico of hoy sugar
containing product or mixture, as defined in this section, will or will not sub-
stantially interfere with the attainment of the objectives of this Act, the
Secretary shall take into consideration the possibility that such importation or
bringing in constitutes an evasion or circumvention of the quota litnitatiom's
with respect to sugar, raw sugar, direct consumption sugar, and liquid sugar, as
defined in this Act; the total sugar content of the product or mixture In relation
to other ingredients and to the sugar content of other products or mixtures for
similar use; the costs of the mixture in relation to the costs of its ingredients
for use in the United States or Puerto Rico; the present or prospective volume of
[past] importations prior to July 1, 1962; and other pertinent information which
will assist him in making such determinations. Determinations by the Secre-
tary that do not subject sugar or liquid sugar in any product or mixture to a
quota may be made pursuant to this section, without regard to the rule making
requirements of Section 4 of the Administrative Procedure Act, and by address-
Ing such determinations in writing to named persons, and serving the same upon
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them by mall. If the Secretary has reason to believe that It is likely that the
sugar, raw sugar, direct consumption sugar, or liquid sugar, in any product or
fnixture will be made subject to a quota, pursuant to the provisions of this
Section, he shall make any such determination [provided for in this section]
with respect to such product or mixture after notice and opportunity for hearing
have been afforded the person or person to be affected by such determination,
and on the basis of substantial evidence in the record considered as a whole, and
in conformity with the hearing and rule making requirements of Sections 4,
7 and 8 of the Administrative Procedure Act, as amended."

MEMORANDUM EXPLAINING SUGGESTED CHANGES IN H.R. 12154

1. In line 18, page 13, and line 2, page 14, of section 206 in the House enacted
bill, we urge the addition of the phrase "whose chief component in value, either
qualitatively or quantitatively, is commercially recoverable sugar." The De-
partment's alleged concern in seeking the enactment of section 206 is to pre-
vent impairment of the sugar quotas through the importation of sugar contain-
ing products that may be substituted for sugar which otherwise would be pur-
chased from domestic producers. It should be noted, however, that in his of-
ficial letter of transmittal to the House committee, the Secretary of Agriculture
attempted neither to explain nor to justify section 206; nor did he attempt to do
so in his testimony. Moreover, the House report did not refer to the purpose
of the section beyond a bare summarization of its text. Indeed, the only refer-
ence to any alleged need for section 206 is found in a supplemental memorandum
filed by Mr. Kemp at page 39 of the House hearings. Mr. Kemp claims that the
section is necessary in order to prevent the importation "of sugar containing
products that may be substituted for sugar" from reaching proportions "which
would seriously impair the effective administration of the law." Despite the
fact that the need for the section has not been established, and leaving aside
the further fact that for the first time, sugar containing products are brought
under the Department of Agriculture's jurisdiction, thus invading a wide field
of international trade, it would seem at the very minimum that certain or de-
finitive standards should be put into the statute to govern the Secretary's deter-
minations pursuant to the new and broad authority vested in him by section 206.

As the Department has drafted it, and the House has approved it, section 206
will permit the Secretary to exclude a sugar-containing product containing only
10-percent sugar, and yet admit a product containing 98-percent sugar, pro-
vided that the latter product had a history of prior importations. The lan-
guage suggested in the draft section attached to this memorandum would elimi-
nate the possibility of such unfairness occurring in the administration of the law
and with such little relation to the alleged purpose for which section 206 was
enacted. By requiring that sugar be a chief component in value, either qualita-
tively or quantitatively, a definite, workable and understandable standard has
been substituted for a vague and irrelevant one. Certainly, it could not fairly
be argued that a sugar-containing product in which sugar was not the chief
component in value either qualitatively or quantitatively nevertheless Is a sugar
substitute Imported in evasion or circumvention of quota restrictions. On the
other hand, where sugar is the chief component, the opportunity for evasion
may be present, depending on the circumstances, especially on whether or not
the sugar ingredients are commercially recoverable as sugar. For this reason,
we believe the language suggested in the revised text supplied herewith Is de-
signed to preserve the alleged purposes of section 206, however unproven the
necessity for the section may be, without placing potentially arbitrary adminis-
trative procedure in the hands of the Secretary of Agriculture, or more accurate-
ly, in the Sugar Division.

2. For the same reasons as stated in paragraph 1, above, It is suggested that at
line 13, page 14, there be added, as a consideration which the Secretary should
take into account in determining whether a sugar-containing product should be
subject to quota, "the possibility that such itnportation or bringing In constitutes
an evasion or circumvention of the quota limitations with respect to sugar,
raw sugar, direct consumption sugar, and liquid sugar, as defined In this Act"
The addition of this language as a statutory standard emphasizes the alleged
basic purpose of the section and further reduces the possibility that some sugar-
containing products might be made subject to quota while others of far greater
sugar content might not.
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3. The third major change suggested is a requirement for notice and oppor-

tunity to be heard in those cases where the Secretary has reason to believe
that his determination will result In a sugar-containing product or mixture
being made subject to the quota. Elementary procedural fairness would seem
to argue against the Secretary belng placed in a position of both accuser and
judge, as is now proposed in section 206, especially since the statutory standards
against which his decisions are to be Judged are so vague in content and am-
biguous in purpose. Certainly, under section 22 of the Agricultural Adjust-
ment Act, the Department of Agriculture is assigned no such favored and preju-
dicial role. Under that act the Department may institute a proceeding; it
cannot, however, pass Judgment on its own case. There is no reason why any
different procedure should be applicable to the Secretary's determinations under
the Sugar Act as proposed by section 206. At the minimum, therefore, the
formal rulemaking requirements of sections 4, 7, and 8 of the Administrative
Procedure Act should be invoked, so as to insure that the basis of the Secretary's
exclusion of a sugar-containing product in any given case rests on substantial
evidence in the record, considered as a whole, and after an opportunity for hear-
ing has been afforded the affected parties.

4. Nor has any sound reason been assigned why section 206 should be given
such severe retroactive application. Indeed, we fail to perceive why a history of
prior importations is significant in determining whether or not a particular
sugar-containing product is being imported for purposes of evading the quota
limitations. That is a determination which should rest on whether or not the
product is primarily sugar, or contains sugar that is commercially recoverable,
and thus able to be used as a substitute for sugar. At the very least, it is sug-
gested that the cutoff year be changed from 1960, as now proposed in the House
bill, to July 1, 196, and that the comparative period of prior years of Importa-
tion be extended from 3 of every 5 to 3 of every 6 years prior to July 1, 1962.

5. The other changes suggested in 206 are merely language changes which
do not affect the substance of the proposed amendment.

6. We believe that if the above-stated changes are made in section 206 as
it passed the House, the alleged, but still unproven, reasons assigned for the
enactment of the section will be adequately served, yet at the same time the
hazard of discriminatory administrative enforcement will be eliminated or re-
duced. If the Department of Agriculture, for the first time, is to be permitted
jurisdiction over products containing sugar, as opposed to raw sugar, direct
consumption sugar, or liquid sugar, its authority in this new and broad area
should be couched in terms which guard against bureaucratic excesses and dis-
criminatory classifications as among sugar-containing products and, in addition,
preserve the minimum essentials of fair administrative procedure for those who
may be directly affected by the Department's determinations.

The CHAIRMAN. Thank you, Mr. Scanlan.
The committee will adjourn until 10 o'clock tomorrow morning.
(Whereupon, at 12:45 p.m., the committee stood in recess until 10

a.m., Friday, June 22,1962.)
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To my own knowledge, representatives of the industry worked with
the Department of Agriculture for at least 6 months in trying to
arrive at a reasonable tonnage to be pro(luced domestically, and of
course when I say domestically I include Hawaii, the Virgin Islands,
and Puerto Rico. In both bills it will be noted that for the domestic
beet sugar producers the tonnage allocated is 2,650,000 tons; mainland
sugarcane, 895,000 tons; Hawaii, 1,100,000 tons; Puerto Rico, 1,140,-
000 tons; and the Virgin Islands, 15,000 tons.

That amounts to about 59 percent of the normal consumption,
-which is estimated to be 9,700,000 tons.

In the past, that is in past legislation, all deficits were allocated
to domestic producers. That was rather unsatisfactory because it
was hard to say what the deficits would be let's say, as to Puerto Rico
or Hawaii. Instead of reinstating that formula, we have provided
in the bill a base, which I have just indicated, and each year 63 per-
cent of the increased amount of sugar consumed because of additional
population will be allocated to continental producers. It will mean
that each year probably 100,000 tons of sugar will be added to the
base.

That is more or less certain. It can be foreseen in the future, be-
cause in the past few years the consumption of sugar due to increased
population has averaged about 150,000 to 160 000 tons annually.

The bill, as introduced by me,provides a ?ormula for the percent-
agewise distribution to Cub an other countries. It will be noted
on page 3 of S. 3290 that domestic producers are allocated 5,810,000
tons. On page 4 the Philippine Islands is allocated 952,000 tons. In
other portions of the bill other areas are allocated certain amounts
which do not exceed 100,000 tons. When all of those allocations
are added together and deducted from the 9,700,000 tons that we
consume, it will leave about 2,840,000 tons to be distributed among
Cuba, the Dominican Republic, and other countries that have been
specifically named in S. 3290. What we sought to do in the bill as I
said, was to allocate the above-mentioned 2,840,000 tons as follows:
88.85 percent to Cuba, whenever she reestablishes diplomatic relations
with us; Peru, 3.73 percent; the Dominican. Republic, 3.31 percent;
Mexico, 2.75 percent; and so on. The Cuban quota would amount to
about 2,435,000 tons.

Now, the House-
Senator ANDERSON. Where is that in the bill, what section of the

bill is that, Senator EllenderI
Senator ELLNDzER. Those are figures that I calculated myself, Sen-

ator Anderson.
As I stated a moment ago, our estimated consumption is 9,700,000

tons per year.
Senator ANDmO;. I thought you said there was a provision in the

bill that carried these things into effect.
Senator ELLMNDER. Yes, if you look at page 5.
Senator ANDERsoN. Thank you.
Senator ELLENDzR. It is carried on a percentagewise basis and what

I did was to reduce it tonnagewise, you see, and that is why I used
tonnage figures.

At the bottom of page 5 the Senator will notice how the difference
between the domestic allocation, plus the Philippine allocation plus a
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few other small amounts and our estimated consumption requirements
were to be distributed among Cuba, Peru, Dominican Republic, and
others.

The chairman of the Agriculture Committee of the House intro-
duced a bill similar in all respects to the one that was introduced by
me in the Senate-but the House has changed the bill considerably.
Personally I am not in full agreement with the method by which the
House of Representatives distributed sugar to foreigners.

As all of us know, all of the sugar that is imported into our country
is produced from sugarcane. Sugarcane is not an annual crop. You
plant it one year and you may gather from that one planting five or
six crops, particularly in foreign countries. Once you allocate to a
cane growing country a certain tonnage, why it will expect it for
quite some time. The House has allocated all of the tonnage formerly
grown by Cuba. Much of it on a permanent basis, which I think
is not in keeping with what ought to be done.

It would seem to me that of the sugar allocated to Cuba which ag-
gregates about 2,400,000 tons in round figures. The committee would
be justified in allocating, say, around 400,000 tons to some of our
friends to the South of us. Then the rest of it should be bought at
whatever price the sugar can be purchased for, and resold on our
market at the going domestic sugar price. Then the difference be-
tween what would be paid by our Government for the sugar abroad
and the going rate in the United States. Should find its way into
the Treasury.

There is a provision in the Senate bill that I introduced which
would give the Government the right to impose an import fee-I
would call it a tax, of so much per pound, which would be collected
from the purchaser, that is whoever imports the sugar, and let that
sum find its way into the Treasury. I do not like that provision.

It strikes me that we should let our present tariff laws operate
insofar as the purchase of 2 million tons of the Cuban quota is con-
cerned. That would mean that when we purchased this sugar from
whatever country we desired, if that country, would sell the difference
between the price that is normally paid to producers in this country,
and what it could be purchased for, plus the tariff a difference of 1%
to 2 cents would be deposited in the Treasury.

It strikes me that the House went far out of its way in determining
who should and should not sell to us the Cuban quota.

For instance, here I notice that for the first time Mauritius, a small
island that is way beyond Africa, is given under this bill 110,000 tons.
Why that should be, I have been unable to find out.

The Fiji Islands have been given quite a large amount. We also
have four or five British possessions that will obtain under this
formula provided by the House. around 600,000 tons of sugar. Most
of this 600,000 tons is produced in the Eastern Hemisphere.

It strikes me if we are to allocate on a permanent basis any amount
of the sugar was formerly furnished by Cuba, we should allocate it to
countries in the Western Hemisphere. I believe it would be more
advantageous, it would be more reliable, it would be more beneficial
for us to follow that course.

Mr. Chairman, it is not my purpose to go into any of the technical
portions of this bill. There have been certain changes made by the
'House, which I understand are acceptable to the domestic industry.

193



StT(IAll ACT1 ANrEN1)MEN'TS 0F 196h2

th'le ch a ages ark. noit very ;i gifiica ut from N01:ita1. 1 4-:i ii tilid-t :1 ad,
adoiie 1ting Illh-t I wvoilild etildiasizo is 111:11 till' (111ot fora till,

patg(.3, th Iti is H lit, Seit v i I ul, %wh Iiv I is ,( 1j0t to]lIs.
P ersoiia 1v I1 wot i lit. ol qrt loi all inern'' i ll i I ht 411111111 ii'' hevailm'

w1-ilo t he aegot iaut itits were- goilig oil, alt liotiivli I was ntot. -, tI ityh to
tIlk-tIl 1 wvas kepi abreast or wht as going ", ofi. It. is 111v recollet iii
that Ili indlisti-V asked tint, at, leaust- fl)" pen-lit otft Ili ailuoutt ihat is
COtlistIild ill 0111' votil- bv.ii (list riilitd altiolig, oulW fdotilivs i pr
(Ilcers, iI t it bod 11 coitteittal :1111(1 oli'sltiw. w-hicl w~ouill k idle
1 'neivio 1Rico, thli Vi rL-i Is lanid" anid I law-nii. There was a requlest
ad o for 617 "" erct o if Ii to :i 1111)11111 of it crease ill Suigar von sililli ionl

(Ilte t o itilea'sed poptiltit loll.
Billt as I said1(, af ter abou 601 or ii 7 111011 t us of 1 Iiselissi 1)1 bet vk-eeu

leaders of 1il 11111 istn -. 111d1 th I c epui it iiu'it ofI Ag rtut ii iv, a1 cot1-
prmie was reached iciI wIIiv is lvi rest'ilIed by lI Itv :e1111(11111t alloca ted ()t

page 3 of I hie Setiate brief. AS I 1 iciat ed before. it relireselit s about
59.9) lpecenQt, iNlst (a( of' the 6") percent. of Ole 9j700,000 est lined tonls
WO (10iIS1iII1i'.

I* aln ver-y glad( to ntote tat pruov isiont has hetl 1 1121(1 ill tlis hSill for
(lue ('st allisliliit of more factories ill I hio doiest a' blet a ea. Now,
as to where those slil( be coilst ruliteei, it is pe 1 1211-i d for its to put1
laingluige ill legislat ion that wVoldt iiueet wit i. thle approval of till those
('Oii(QriIe~l.

But. I believe it is safe, to say thlat, there is- provision inl this bill to
colistrliict wiliil I Ito ne0t 4 vel rs four addit jonlal fact onies to produce
beet. sulgar, and etuili of Ile factories will ha -o it va aeit'v of a inil-
lioNl 100-l)0uiinl bag-% T believe this is ai little Ighe tIlan I'lie mverage
l)VCmiuet loll 110w ill 4 li eld fallct ones seadlereti over thle V('011114\1 11Vur
suiga tllbeets ar 210 rlo(1ll4.'4(.

I believe tChal. Ih e 11 vera ge prodlet iou is alxnutl 800,11M 100-hoillid
bapus and as I undl~ersta1nd1 from consuultat ion with li gineers, it wals
figirleti out, that. if prWOisiotl v'0111( be 11ntuit for tile tillo.41il (i1 f a
11111] ion I 00-poliiid Inigs pimitiction for 4 yenlrs, that, ha. woul be
sufliieeit to ost~llish l I ho fourt factol-ie in varliouis pa ts of t.1e
contii.v whee Ihcmy aire l(4Si.

1 11111 very hiopeful, Mr. Chairman, thant, thle Colfliflitte will bex11able
to imprlove'the l11n gilulge, if that, is possible, So that these fulel ones canl
bei constructed, on that beet, production be expimided as it, should lie.

As all of its know, we are overp)rodu1citng now inl 'ornl and wheat anid
other Comiimodit ies, and afoer the defeat of tle faril bill ill the House
yesterday, my- fear is that our surpluses will he tiggravfltedl a good

(la.1'would know of no better way to divert acres'from grainl thanl
to p)erhiaps itieretlse beet prVoduc~tion lhere ill 0111 owni counitry.

Senator CmIisox. Mr. Chairtuan, I wonder if thle Senlator will yield
there oil that very Point ?

vhe CiTAIMAN. TeS.
Senator CmusoN. I have before mie the1 Report No. 18-9 of thle

Suigarl Act 11inenhtnetiets of 1902 from tile Iroulso and T notficed they
sI rick out, this lailgiage out of thle present act which deals with Wite
purchanse of sugar or allocation of quotas and T don't. like to take time
to read this, but it is on page 67, thle flinl sentence says:

0* * for uiny ecuintry without regard to allocations excep that special Con-
allerattot shnll be given to countrIes of the WVestern Hepll.1spllere ni11( to 1those
countries purchnsiig agricultural coliirnod ties.



SUGOAR ACTl AMENI).MI~N'IS O1F 11.162 9

The I Imoise si ruck tha lu
D oes 11liv SetIlIor frou I oII isi I Ia see a nY I-,Ilsoli ~vI' Iint Am (ll 1i

be ill Ole piresenlt hm ?
S(0114)1 li E iR No, I b el w lie 1.tt wI oughl lto 1 ni y si li liii -

gi tage I ewelly from i of livi-vol iltiet ivy ou i'vi biii itm I ( 1,' 13 s,
11,0011"gl i to list tha1t 111 s a SL lever toI eX pa ia (1il a gr 1(11 It iil sa 1 les.

I see n Ii( aol lv5d1 iiv II hat si iou idni't I i relinst ated.
SHnItM M' CAR ISON. I .1ijpre)I 'It v ve I- 11vI I I I iv stall t' I Iit oft I I Sem Iit-

lor bll Ito~li is cliuiliii1:ili of I lie Cm'oiiuniit teet ong.rivult Imean
Forestinv and is faili.ar with thlese problems.

Senlator lIEi:1 Vell, t lint I'oliild he all oppof14)itiiiity fo hits to
at leasi. In, to ~ b ittiv the po lv eII iheitsillkdsmii

(if 411i P5 ijlplluses. 112iu1t is b ciaY'mlng i lie siirj-Iiises hll not1.
hitting lis give them away.

Senlator F'il.iiiuioiii'. Will tile Seiiiitor vielul oilha
SeII11t1 or 'L.IENiF2~. AeS1 sit-.
Senlator Fuummnirr. WNould tilie Seiiaitor advocate if we gaive fi hem
a bater (I'l raisaet ionl inlstead1 of tle usual free' t rade, ha iternlig tlieso

Senator01 ELUJANii. No, I wouldn't tidvoentle that, Senator F~ill-
bigh lt.

Selnator. 14Ui11iI11am'. Whyv isn't lthat bater'?
SeiiIatOr EldIAiNi1,3i. I 1AM1 not advotatI g till exchuange tif sugvar for

0111 sili)Jii commiiodlit ies. 1 lilli ofler to) bliy suigaits a iInduce-
lment. for t hem to bl v frm it s. k inlere suggest ion 111ha1 if wve buyW
their sugar, t hey iaught. buly oiur wheat, or corn'i, mifgilt, he apropos.

Ueao I~ RmItU I ii'. h'iilh' v)1 lvituilt. for t Iliei r siga r'
Senator EIJENIlt. Let's put1 it this way : IVe wvill buly youlr sugarl if

voll wvill buyv our. Nvheat..
Semmtor VliniiIi'. T'ie Ru"islls have beenl successful ill this

p~rogi-11lii.
w ~onder if that. is tile trend (]ho Seilit 01 is tiking abiliit, etigage

in barter i'ad her thaii fret1rade ?
S0111t1o1 EidLENim1. 1 ol10i1t. think it. would hurt , Seiit or F1ulliri ght,

to suggest, to it country If You buy 501110 of' our1 pr1oduc~tsly W'%Will

pl~dliso supair froi you.
Senator '1 1MA1MIE.: Will thO Senator Yield?
AS I recall, the (list ing'uishe~d chiaiiiiu canl correct. mo1 if I am in

error, inl tim exttisioi of Ptiblic. 1uIW 480 wo miade provision for Itri-
yato t rade 'aroui tq to exeiluge and (keal wilt 01th surplus faril coml-
ijodities WtEr t an conditions inl normal chanlis of t rade, is that
correet.?I

Senator ErA.LNDER. YeS, and1( for ('1181, thlat was one addition we
hald ill the bill.

Now, lost, there tire questions, Mr. Chairman, there ale quite at few
other Witue0MSS Who Wvill Cove~r Other p)Oilik, inl IhiS bill. 11a11ready
to qut. I repent, it, is my sincere hop e that the ItilOUmt allocated
tot lidOillost ic producers wv'ill not he reduced.

If any changes tire made, tile amlilnt. should ve increased. B~ut
T 1111 not advocating fitha because I believe that. tile amoiunt represents
it comlprom11ise between thei. Department of Agi culta re, thle State )-
liartillel'it, 1111(d thle industry. 11er-sonahly, I would be satisfied to let,
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that remain as is, with the further provision that, the domestic pro-
ducers obtain 63 percent of the increased amount of sugar consumed
each year because of increased population be distributed among the
continental cane and domestic producers. That would give us a
fairly steady increase each year of sugar production.

rrle CHALIRMA .. Any questions?
Thank you very much, Senator.
Senator CuRTiS. Mr. Chairman, just one question.
The CHAIRMAN. Yes.
Senator CTIs. Senator Ellender, I respect your opinion and the

many hours and days you have put on this legislation.
Would you have aly objection if this bill ran a little longer than

stated ?
Senator ELENDER. What?
Senator CLw7rs. If the time for the bill to operate was extended.
Senator ETLENDER. More than 5 years?
Senator CURTIS. Well, we have talked about 5 years, but, as I under-

stand it, it is really only 4/.,, isn't it?
Senator ELLENDER. 'It i$ this crop, 1962 through 1966, which would

make 5 years.
Senator CURTIS. That is right.
But so far as any extension-
Senator ELLENDER. I would have no objections.
Senator CURTIS. With the-so far as the expansion provisions are

concerned they really are going to have only 4 years to operate, isn't
that right?

Senator ELLENDER. Yes; you are correct. That is right..
Senator CURTIS. Yes. And yet the testinlony has been here we

talk about 5 years and one plant a year.
Senator ELLENDER. Ve1, Senator, no matter if you did extend the

bill another year it strikes me the moment this bill becomes law the
Secretary cold proceed to allocate a certain amount of acres to pro-
duce 1,100,000 1-pound1 bags and they could start constructing the refin-
ery. But it will take front 15 to 18 months, as I understand, to build
a fadto..

Senator CURTIS. I am not sure I am going to suggest, a longer time,
but I wanted your opinion.

Senator EILENDER. Yes. I would not object.
Senator CURTIS. Thank you very much.
The CIHAIRMAN. Thank you very much, Senator Ellender.
Senator TALMWADGE. Mr. Chairman, I have one question.
If I recall, the distinguished Senator testified with reference to

S. 3290 in which le urged its adoption but he also suggested that an
addition be made thereto that the importation of sugar in this country
be restricted to raw sugar and not the refined sugar.

Senator ELLENDER. The Senator is correct.
Senator TALMADGE. The distinguished Senator from Massachusetts,

Mr. Saltonstall, and I have offered an amendment to accomplish that
fact and the Senator would recommend the adoption of that amend-
ment?

Senator ELLENDER. I would.
Senator TALMADOF,. That is all.
The CHAIMAN. Thank you, Senator Ellender.
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The next witness is the distinguished Senator from North Dakota,
Senator Milton R. Young.

We are delighted to have you.

STATEMENT OF HON. MILTON R. YOUNG, U.S. SENATOR FROM THE
STATE OF NORTH DAKOTA

Senator YOUNG. Mr. Chairman, and members of tihe committee,
I appreciate the opportunity to appear before this committee. I dol't
believe I will get into trouble around Congress if I say that this com-
mittee is probably handling more ilnportant legislation this year and
works longer and harder than any other committee of the Senate.

I am pleased to note that you have a. very high percentage of your
members )resent at t lie heariimg.

Mr. (lhairmnan, I am pleased that the Senate now has before it a
bill which would permit a 5-year extension of the Sugar Act rather
than thie short-term extensions of the past. It certainly is a step in
the right direction.

The Sugar Act has been one of the most successful of any of our
farm p)rograms. In addition to providing the domestic producers
with a fair price of their sugar, it has also assured the consumers of
a very stable price, and adequate sul)ply.

I was interested in the table appearing on page 5 of the House
report; comparing the stability of the sugar prices with the price of
cocoa and coffee, two other commodities which we import but which
are not controlled by a similar program.

This table, I believe, very graphically indicates the benefit to the
consumers from the Sugar Act. This program, in addition, has
resulted in considerable revenue to the Federal Govermnent.

More money is collected through excise taxes than is paid out to
farmers. In fact, last year this amount was over $21 million. This
figure does not include tariff duties which amount to approximately
an additional $37.5 million annually.

Mr. Chairman, while I recognize tle many divergent views and in-
terests which have to be considered in writing a sugar program, I inay
say that I am disappointed with the treatment accorded domestic
sugar producers under t.R. 11730.

The bill is a step in the right direction, but I believe that more con-
sideration should be given to our domestic growers. At, the very least
I urge that a larger portion of the Cuban quota be assigned to domestic
producers.

Under the House-)assed bill, provision is made for new areas of
sugarbeet production. This will be most helpful, but the unfortunate
part of it Is that at least a part of this acreage will have to conic from
the ol beetgrowers, should acreage restrictions be reimposed.

While the bill l)assed by the House does give domestic producers a
larger percentage of the increase in future market growth, I fear this
increase will not be sufficient to keep abreast with increases in sugar
yields through advances in technology.

As I have mentioned to this committee in years past, the Red River
Valley of North Dakota and Minnesota is ideally suited to the pro-
duction of sugarbeets.
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It has sufficient rainfall to produce beets in dryland farming and
has the type of soil and level land which facilitates large-scale, mech-
anized production.

It should also be pointed out that in this area, 1 year prior to plant-
ing sugarbeets, the producer must summer-fallow the land on which
he proposes to plant beets. This, in effect, means that it requires 2
acres to produce 1 acre of sugarbeets.

An acreage planted to beets, in most cases, therefore, would relieve
the production of crops that are in surplus.

Sugarbeet production, in addition, furnishes employment for a
sizable number of people in the cultivation, harvest, and refining of
beets. Considerable employment is also furnished through the great
amount of expensive machinery required for the production of sugar-
beets.

In view of the unsettled international situation, I would hope that
we could reach a point where we could, to a much greater degree,
rely upon our domestic sugar industry to meet our requirements.

This can be done by increasing the allocations given to the domestic
sugar industry.

I hope that it will be possible for this committee to approve a much
greater allocation for our domestic producers-both cane and beet
p roducers. I believe this would be in the best overall interests of the
Nation.

Mr. Chairman, I would like to have included in the record, as part
of my statement, a telegram which I received from the board of direc-
tors of the Grafton Production Credit Association of Grafton, N. Dak.,
urging a larger share of sugar production for domestic producers.

(The telegram referred to follows:)
DRAYTON, N. DAK., June 19, 1962.

Senator MILTON YOUNG,
Wa8hington, D.C.:

Hope you do everything possible to assure a larger share of sugar production
for us farmers. This is one crop not likely to be in surplus production for
many years.

The members of the board, Grafton Production Credit, Grafton, N.
Dak.: Irvin Schumacher, president, Drayton, N. Dak.; Loren
Hiller, vice president, Hensel, N. Dak.; H. 0. Lundene, Adams,
N. Dak.; Carol Ellingson, Edinburg, N. Dak.; Leo V. Wild, Milton,
N. Dak.

The CHAIRMAN. Thank you very much, Senator Young.
Any questions, Senator Douglas?
Senator DoUGLAs. Senator Young, we all hold you in very high es-

teem both for your personal qualities and your ability and your gene-
ral devotion to what you conceive to be the general, common interest.

Senator YOUNG. Thank you very much, Senator.
Senator DouGLAs. I must, however, take exception to certain state-

ments in your third paragraph in which you say that the Sugar Act
has been of benefit to the consumers of this Nation.

The evidence which we have produced indicates that the world
price of sugar is 2.7 cents a pound, tl~at if you add the one-half cent
duty, plus about one-half cent for freight, that sugar could be laid
down in this country for about 3.7 cents a pound.

Instead of that the consumers pay 6.5 cents, plus, of course, the
transportation and wholesaling and retailing costs.
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This is a subsidy paid by the domestic consumers, to the foreign
and domestic producers of 2.8 cents a pound or $56 a ton. And since
we use approximately 10 million tons, I am speaking in round num-
bers, this amounts to $560 million. Approximately $330 million of
which goes to domestic producers, and $220 million to foreign
producers.

This has been going on for a great many years. It would be con-
tinued in the present act for at least 41/2 years, possibly 5 years, and,
therefore, this would come to a total not far from $3 million.

Now, these are huge sums, and whatever the justification by which
this act or proposal may be defended, it certainly cannot be defended
as of benefit to the consumers, and I think we should recognize it for
what it is, a subsidy to high cost domestic producers and a subsidy
to a small group of foreignproducers.

Senator YOUNG. Well, Senator, I think that might be true in
certain periods, particularly in peacetime, but we always have periods
of short supply particularly when we had a war, when the prices
go out of sight.

I remember during World War I, sugar prices reached astronomical
height, and this could happen again. I t ink the very fact we have
maintained a sizable production in this country is assurance that
foreign countries won't exact exorbitant prices from us.

Senator DOUOLAS. This is another justification.
Certainly I would hate to see go unchallenged the statement that

it is of benefit to the consumers.
Over the last 30 years we have paid a subsidy to domestic and

foreign producers of at least $10 billion. Now, the interest of the
consumers tend to be unrepresented before Congress because they
are relatively .diffused and inarticulate although I am happy to see
that the commercial users of sugar are beginning to take an interest
in this matter, and, of course, it is also true that the war argument
certainly will be less strong in the future than it has been in the
past because if we are unfortunate to have wars in the futuP3 in all
probability they will be of relative short duration as compared to the
long wars of the past. I think the consumers of the country need
to know how much they are paying for this program.

Senator YouNo. Senator, there are many other benefits flowing
from the right to produce in your own country.

For example, the machinery used in this production of sugarbeets
is very expensive. It wears out fast, and most of it use& in my
State, Senator, is produced in Illinois; International Harvest r Co.,
and John Deere, their sugarbeet machinery is sold in North Dakota
and most of it is produced in Illinois so it does furnish employment
to a lot of people.

Senator ]BENxim~r. Mr. Chairman, may I get into this? Was the
Senator from Illinois not here yesterday afternoon when we dis-
cussed the fact that over the past 10 years the variation in the price
of sugar has only been from $6.22 to $6.42 per hundred pounds f-

Senator DOUGLAS. I beg your pardon. The Senator from Illinois
was here.

Senator BENNELr. Were you here?
Senator DOUGLAS. I did not comment on it.
Would you like me to comment? Would you care to have me do so?
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Senator BENNETF. I would just like to make the comment that
this is one of the benefits that has been available to the consumer
because the price--

Senator DOUGLAS. Well-
Senator BENNETT. May I finish? Because the price of other agri-

cultural products has risen over the 10-year periods, but the price
of sugar has been relatively stable. I have done a little arithmetic
on this this morning, and you are assuming the world price has dur-
ing recent years, always been at this low figure, and of course, that
isn't true.

So that when you-and I am commenting particularly for the
men at the press table--when you do this generalized arithmetic and
say that the costs to the sugar consumer have been $10 billion, this is
based on an assumption that is not accurate.

Senator DOUGLAS. Quite the contrary.
At the present figure it would be around $550 million a year. The

Sugar Act has now been in effect almost 30 years. If I were to apply
that, that would be 16.5 billion but I wrote down the total because I
recognized that in a few years, namely, the war years, and at the
time of the Suez cr-is, there was a rise in the world price.

I am ready to compute the difference between the annual price of
sugar in the world market and the price at home, multiply this differ-
ence in pounds, and by the total amount consumed, plus other pay-
ments and I think you will find that the net is most conservatively
stated at $10 billion.

Senator BRNNE=r. The Senator also-
Senator DOUOLAS. Don't let the Senator from Utah represent the

war years from-1942 to 1946 or the Suez crisis of 1956 as being thetypical situation.

The typical situation is one in which the world price of sugar was
markedly below the American supported price.

The domestic price was constantly higher than it would have been
had we purchased the sugar in a free world market.

Senator B&NNE=r. The Senator from Illinois assumes if there had
been no American domestic sugar program the world price would have
stayed at the level that it reached.

Senator DoUoLAs. Not quite.. I don't assume that. We also make
an allowance for that. But the world production of sugar is now ap-
proximately 58 million tons. The addition of 6 million tons pur-
chased from abroad would not have appreciably increased the price
of sugar in the world market, particularly since there is oversupply in
the world market.

Senator ANDERSON. I wanted, before Senator Young left, to ask
him a question that has a slight bearing on this.

The Senator has been very familiar with the agriculture conditions
in the Dakotas for a very long time. He knows that in the years at
the end of the war we ran short of linseed oil for all sorts of archi-
tectural work.

We couldn't get any flaxseed out, of the Argentine except at tre-
mendous prices and at that time the Department of Agriculture an.
nounced a new policy and new program of giving high prices to
American producers if they produced an abundance of flaxseed and
his State produced a great deal of it
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The fact that it produced broke the market as far as the Argentine
was concerned and gave our people a supply of linseed oil at reasonable
prices.

All I am trying to ask is: Isn't it also true along with what you may
say about subsidies that the guarantee of a sufficient production is a
very good regulator of prices?

Senator YOUNG. I think it is, and the very fact that sugar prices
have remained stable over all these many years at a reasonable price,
I think is proof in itself of the value of the program.

Senator LONG. Might I just ask a question, Mr. Chairman?
The CHAIRMAN. Senator Long
Senator LONG. Didn't we find out how it affects the Nation not to

have a domestic industry in World War II when we ran out of
rubber?

Senator YOUNG. The Senator from New Mexico was Secretary of
Agriculture in the closing days of World War II. I remember he
had to enter into deals with foreign countries in order to get the many
necessary commodities including sugar that we needed badly.

Senator LONG. In other words, it. might cost to have a domestic
industry, but it is sure an inconvenience not to have it when your
oversea supplies are cut off; isn't it?

Now, rubber was a good example. Can the Senator say that rubber
is any less essential or any more essential than sugar to the country ?

Senator YOUNG. The most important things, Senator Long, are
food and fiber. Rubber, of course, was very important to our war
effort.

Senator LONG. Presumably if we took off all the tariffs we had, just
took off all the tariffs, presumably competition in the world market
would bring prices down on all those items in this country, that the
same logic should apply, shouldn't it, generally speaking?

Senator YOUNG. Yes, I think so.
If we removed all regulations on wages and everything else, I sup-

pose we could produce as cheap as the rest of them.
Senator LoG. Wouldn't the same logic apply equally as well then

to the automobile industry, the steel industry, the textile industry, the
shipping industry, the oil industry-wouldn't all those industries have
exactly the same problem if we took away their tariff protection, pre-
sumably the price and profits would go down and the standard of
living, too.

Senator YoUNG. That is correct.
Senator LONG. In those industries.
Senator ANDERSON. Mr. Chairman, I was only interested in trying

to.point out we did by trying to increase production, finally control
price.

Now, in 1946, Sir William Rook, I believe it was, was the British
negotiator for sugar and he was going all over the world trying to
find sugar, paying a very satisfactory price, and as the years have gone
on, he has not bought sugar or the British Government has not bought
sugar so terribly below the United States even though the price has
gone down.

They had commitment in the Caribbean areas and paid a lot of
money.
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I only believe I was trying to get the Sugar Act rewritten it hasn't
been applicable all these years. It wasn t even effective ir many,
many years after the original Sugar Act was passed.

'We revived it in 1947. We didn't get it passed until 1948 and the
Senator from North Dakota was very helpful i those negotiations,but I do believe that the guarantee of that price, for a sugar produc-
tion in this country, has helped to stabilize the sugar price even if it is
a little bit above what we pay for it in the world.

Senator YouNG. I believe stabilizing the price of sugar in the
United States and in the world is not only of benefit to us, but the
peoples of the world we are trying to help. We aren't doing any
service to a country we are trying to help by beating down the price
of the sugar.

If we want to help them we should buy their sugar at a reasonable
price so they have a little profit on that so they can improve their
economy.

Senator GonE. Mr. Chairman.
The CHAnRMAN. Senator Gore.
Senator Gora. Senator Young, all of us recognize and respect your

ability as an expert on agriculture.
Senator YOUNG. Thank you; you flatter me very much.
Senator MORTON. Here comes the needle. [Laughter.]
Senator GoPu. I wonder if you would compare the degree of pro-

duction control and the so-called regimentation provided and prac-
ticed for several years in the sugar program of the United States with
those aspects of the bill which was defeated yesterday in the House
with respect to feed grains?

Senator YOUNG. Well, under the sugar program, you do have strict
controls and compensatory payments.

Senator Goim. Aren't the controls in the sugar program in fact
more stringent than those proposed in the bill which was defeated
by the House yesterday

Senator YOUNG. Well, no, I don't think so.
Senator GoPx. Are there minima in the sugar program, that are

exempt from control ?
Senator YOUNG. But you could stay out of sugar production if

you wanted to. With respect to feed grains, if two-thirds of the
farmers voted for rigid mandatory controls, ,you would be stuck with
the program whether you wanted to or not if you wanted to stay in
the farmin business.

Senator Goi. In the bill that was defeated yesterday, was there
not an exception for silage I

Senator YouNo. I am not too familiar with the House bill. I be-
lieve there was.

Senator Goiw. Well, I understand there was.
Senator ANDERSON. Silage but not sorghum. I think that is what

it was.
Senator GoEL I think there was a minimum acreage below which

farmers production would not be controlled.
In view of that I ask you if the so-'called regimentation, if the pro-

duction control practiced for years and now advocated again by the
representatives of sugar farmers, is not more strict, and has not been
more strict and inflexible than the production controls contained in the
House agricultural bill and in the Senate bill.
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Senator YOUNG. Well, Senator, the controls in the sugar program
are quite strict.

At the present time, of course, they are telling the farmers in my
area not only now but last year as well, that they could produce all
the sugarbeets they wanted to. But under this program you do get
into a pretty strict control.

Senator GORE. Well, I was trying-I will not press you on it.
I was under the impression that the controls were considerably

more inflexible with respect to sugar than with respect to feed grains.Do you agree or do you not agree?
Senator YOUNG. Well-will you state your question again, please?
Senator GORE. I said, I have been under the impression that the

production controls on sugar in past years, and as contained in the
present bill, were more strict than the controls on feed grains contained
in the bill which the Senate passed and which the House defeated yes-
terday.

Senator YOUNG. Well, I think you may be right.
The controls are just as strict, but when you get into feed grains

you get into an entirely different problem. You get into production
of feeds which a farmer has to have in his own feeding operations.

A farmer doesn't have to have the sugar and can get out of the pro-
gram if he wants to.

Senator Go", . Well, I will not press the point, but what about
production payments?

How does this differ with respect to the sugar program and the
Brannan plan proposed a few years agoI

Senator YOUNG. Well, these are production payments and, per-
sonally, I haven't been too opposed to production payments on some
crops if you don't go too far in that direction.

Senator GORE. Well, the reason I am asking these questions is that
the distinguished chairman of the Agriculture Committee is here, and
other members of the Agriculture Commitee, including you, are pres.
ent, and I am just hoping that if we extend the Sugar Act, thus caus-
ing the consumers of sugar to pay a great deal more for sugar than
they would without the act, that the same Senate will insist that if
there is price support on feed grains that there be reasonable produc-
tion controls.

Senator YOUNG. I think you have an entirely different problem in
sugar and in wool than you have in some of these other commodities.
This is a commodity in short supply that we import and if we had
sense enough to raise our tariff a little we wouldn't have to have this
program at all. I think this is an entirely different problem.

Senator GoRE. Well, the production controls stem from a bill enacted
by the same Congress and the compensatory payments come from the
same Treasury and we only have one.

Senator YOUNG. You have tough production controls.
Senator GORE. Well, you and I will have a little private debate ii

the cloakroom.
Senator CARLSON. Mr. Chairman, right on that point the Senatoi-

from North Dakota, let me ask him isn't there a vast. diere,-ce when
you take out a specialized crop like sugarbeets which is grown in
limited areas--take tobacco, you can't grow that nationally and you
can't grow sugarbeets nationally and then put regimentation and feed

856o1--42----i4••
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controls on 85 percent of this Nation's farms, it is an entirely different
thing.

Senator YOUNG. It is an entirely different thing.
Senator Golw. I would like to ask the chairman of the Agriculture

Committee in how many States are there soil and climatic conditions
in which sugarbeets and sugarcane can be produced.

Senator ELLENDER. I think there are 23 States that are now pro-
ducing beets, of course, that doesn't mean that more couldn't, and only
2 can produce sugarcane.

Senator Gopx. So that is 24?
Senator ELLENDE. Twenty-five.
Senator GomB Are there other States that could produce beets?
Senator ELLENDER. Oh, yes. Oh, yes.
Senator Goim. How many more would you say?
Senator ELwNzR. I don't know but probably 10 to 15 more.
Senator Gou. Well now, we may not be able to produce them in

Maine but that certainly gets a majority of the States.
Thank you, Senator.
Senator DouGrAs. Mr. Chairman, I would like to comment, if I

may, on the comment of the Senator from Kansas.
He is saying it is justifiable in having production controls and

compensatory Brannan plan payments for sugar and presumably also
for wool, but not for these other items because sugar and wool were
confined to a relatively small number of producers, whereas wheat
and corn and the rest apply to a great many.

This argument, I think, depends on the premise that it is fine to have
special privileges for a few but not for many.

Senator CARisoN. Mr. Chairman, right on that----
Senator GoRE. I was fishing for a comment from my distinguished

and warm friend, Senator Bennett, on this degree of regimentation.
I know he is strongly opposed to regimentation and strongly opposed
to subsidy.

I was just hoping that he would comment on it.
Senator CmuusoNq. I would just like to make this comment now as to

what happens in the production of wheat.
In 1951, Kansas grew 18 million acres of wheat and under our

allotment program today this last year we were allotted 9.7 million
acres.

Don't let anyone get the impression that the agricultural sections
have not cut back their production when they have received some
payments.

Senator ANDERSON. I wonder if I could get in for just a moment.
You started talking about compensatory Brannan-type payments.

I just want to remind the Senator from North Dakota that compensa-
tory payments were written into the Agriculture Act of 1948 intro-
ducedby the able Senator from Vermont, Mr. Aiken, and were taken
out at a subsequent date because of a proposal by the then Secretary
of Agriculture that it would be extended to important things of that
nature.

Compensatory payments were originated by a man named Ted
Schultz of the Uiversity of Chicago, a very able man, and compen-
,satory payments under the Wool Act were proposed and put there
before Mr, Brannan became Secretary of Agiclture. This is not a
new idea. It is the way it was going to be applied with controlling
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units so that the big farms could be broken up that caused most of
the trouble.

Senator YouNo. Under the Agriculture Act of 1948 the Secretary
could apply compensatory payments to almost any crop

Senator ANDERSON. We had that provision in the law, it was taken
out of the Agriculture Act later on because of the possibility some
people thought it might be abused.

Senator BzNNrr. Mr. Chairman, the Senator from Tennessee indi-
.cates he is not going to be satisfied until the Senator from Utah says
:something.

Senator Gopx. I wasn't requesting it.
.Senator BExNEr. Just fishing for it.
Senator Gonx. I was just hoping for it.
Senator BENNETr. The Senator from Utah would like to make this

.observation: The feed grains raised throughout the various States in
the United States are raised under conditions of almost cqual cost.
There are local variations.

But sugar, half of the sugar, roughly 40 percent now, is produced
in areas where wage costs are so-are very low, and that which is pro-
,duced in the United States is produced by people who have the Anieri-
can standard of living.

If the Senator from Tennessee and the Senator from Illinois can
make some kind of arrangement by which the wages paid to the sugar
producers in the United States are comparable in level with the wages
paid in these offshore islands and other places, then I think we could
consider doing away with the compensatory payments.

Senator GoRE. Well Mr. Chairman-
Senator DOUGLAS. Ray Isay--go ahead.
Senator Gonx. Mr. Chairman, the cotton and tobacco farmers whom

I have the honor to represent have accepted production controls.
The control of production with respect totobacco is down to the

one-tenth of an acre. It is very carefully measured by surveyors be-
fore the tobacco is harvested.

If a farmer is found to have as much as one-twentieth of an acre in
excess of his allotment, he is instructed to destroy that excess or he will
not receive price support on his entire crop.

After this excess is destroyed, the farmer is required to pay the
-wages of the surveyor to come back, examine the destroyed portion of
the crop, and remeasure the acreage.

Now, the farmers have accepted this in return for price support at
a reasonable level, in much the manner that the nnnimum. wage is
provided for the industrial worker.

But all through this program from President Roosevelt's adminis-
tration through the Truman administration, through the Eisenhower
administration and now into President Kennedy's administration, the
corn and wheat producers have had price support but they have never
accepted mandatory controls.

I think we need to add the feed grains provisions of the farm bill to
thesugarbill.

Senator CARLSON. Mr,. hairap, I have'g6t to gt. into this., m_

Senator .0oR First, let rue ask the, chairman .of the, Agrioultuie
Committee if he confirms the accuracy of my statement.

Senator ELLENDER. I would say the Senator is in error as to wheat.
Senator CARLSON. That is right.
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Senator ELLENDER. We have had acreage controls in wheat but the
difficulty has been this: In 1938 when the act was drafted there was a
provision put into the act that if the -national allotment was 55 million
acres or less, the Secretary of Agriculture had no jurisdiction.

He couldfi't control production, and when that minimum acreage
was put in the bill, 55 million, production of wheat was 13.2 bushels
per acre.

Today the production of wheat is 26.2 bushels but we still have the
55-million-atre minimum, and that is giving us the trouble.

Senator GORE. Mr. Chairman, then I amend my statement to say
there have never been effective production controls on either wheat or
corn and I renew may suggestion to the chairman of the Agriculture
Committee that we just add feed grains as an amendment to the sugar
bill.

Then we will have a real debate on regimentation. [Laughter.]
Senator CARLSO.N. Mr. Chairman, I want to, in view of the statement

of the Senator from Tennessee, I want to make this record clear that
a wheatgrower, a wheat farmer, who plants a half acre in excess of
his quota, if he does not plow that under or destroy it he does not get
any benefit payments.

He does not get the price supports. In fact, he can be penalized,
some have been sent to jail andfined, in fact, I could get into cases
with names where they have been fined up to $5,000 for exceeding their
quotas.
' Senator ANDzsoN. Wouldn't the Senator from Kansas agree the

fact there was a 15-acre waiver there, in there, anybody could plant 15
acres of wheat, change the situation in States like North Dakota and
Kansas and Colorado and put wheat all over the United States and
that is what throws it out of balance ? .

Fifty-five million acres is too large I quite agree with the able chair-
man of the committee, but the 55-million-acre limitation doesn't hurt
you half as much as a permit to raise 15 acres at any time anywhere
in the United States.

To raise that amount of-
Senator GoRE. The House of Representatives passed the sugar bill

by an overwhelming vote. Perhaps they would be willing to raise the
question of regimentation in connection with this sugar bill if we sent
itback.

Senator CuRrs. Mr. Chairman, I would like to ask a question about
sugar.

Senator Young, we are delighted to have' you here. You always
make a contribution. Almost daily we hearthese attacks upon the
domestic sugar production, and allegations that the consumer is being
'damaged and penalized. I

What would happen to agriculture in general if we abandoned the
Sugar Act and relied upon world sources and world prices?

I am not asking what would happen to the consumers, I think it
would be disa trous, I am 1not asking what would happen just to the
wheat farmers.

You atie1 'longtime, distinguished tiember o1 the Committee on Ag-
ricUltum'i.What, in your'opinion, would be the effect upon agriculture
in general I
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Senator YOUNG. Well, there would have to be a lot more land re
tired, and farmers would have to go into more production of crops
that are already in great surplus.

As I pointed outin my statement, in the Red River Valley, for each
acre going into sugarbeets, you take 2 acres out of production because
the land must be summer lallowed the previous year. This is good
land; it it wasn't in sugarbeet production it would be in production of
some other commodity and probably one which is in surplus.

Senator CURTIS. Would you say that it would multiply all the prob-
lems of agriculture generally quite a little or increase all the problems?

Senator YouNo. It most certainly would, and would also aggravate
the employment situation. The sugar industry furnishes employment
so a sizable number of people in the United States both in the manu-
facture of the machinery they need, and the cultivation, production,
and refining of the beets.

Senator CuRTiS. I thank the Senator, because I believe that these
allegations are not only inaccurate, and they are misleading to the
consumer that such a program they imply would be damaging to the
consumer, but it would be very damaging to all the farmers all over
the United States even though they dont have any hope of raising
sugar.

Senator YouNG. Thank you, Mr. Chairman.
The CHAIRMAN. Senator Douglas.
Senator DOUGLAS. We members of the committee enjoy these ses-

sions, because it permits us a chance to debate with our colleagues
which we seldom have on the floor. [Laughter.]

Senator GORE. And seldom have such a congenial one as a witness.
Senator YouNG. Thank you.
Senator DoUGLAs. I don't wish to debate further with the Senator

from North Dakota, but I cannot allow the comment of the Senator
from Utah to pass on unobserved.

He justifies the higher price for sugar paid to domestic producers
above the world price on the grounds the wage scale is higher.

I wonder if this same argument can be used in justification of the
wool program, because what we do by paying subsidies to wool pro-
ducers in Utah, and in other States, is to give them large sums of money
and displace Australian and Now Zealand wool where the wage scale
is extremely high.

So that I think our friend from Utah will have to find another
excuse for these huge subsidies which the consumers of the Nation
have poured into the pockets of the producers of the Rocky Mountain
States.

Senator BENFIT. I am sure the problem with respect to wool is
basically the same. The total cost of producing wool ]n this country
is higher than it is in New Zealand.

Wages are only part of it. There are other costs that are involved.
So far as the people who handle sheep flocks, they are provided with
their living as well as their wages, and these costs are undoubtedly
higher II hent, gone into the wool and wool is not an issue before us. In

fact, this sounds this morning more like a meeting of the Committee
on Agriolture than the Committee on Finance,
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Senator ELLENDER. Not in the Senate now, you mean in the House..Laughter.]
Senator BENNETt. In the House, yes.
Senator DOUGLAS. Well, along with my colleague from Tennessee

I marvel at the way in which a great many Senators not only accept
but defend strict production controls and subsidies for sugar and
wool applied to their own States, but object very strenuously to them
when they are aplied to the great Mississippi Valley.

Senator BENNErT. I would like to make the point again, both of
these commodities are in deficit supply in the United States, and all
of these others you have been talking about are in surplus supply, and
it seems to me this makes one of the fundamental differences.

Senator GozE. Mr. Chairman, I have but one suggestion with re-
spect to deficits. Let us charge our guests a little admission fee as
they depart and that will help out.

rLaughter.]
Senator FULBRIGHT. Mr. Chairman, may I ask one question on the

point particularly raised by the Senator from Nebraska?
The CHARMAN. Senator Fulbright.
Senator FULBRIGiTT. Isn't it true, Senator Young, that in this case,

however, we are developing an inefficient industry compared to soy-
beans, for example, and you are fostering the increase of an unnatural
and artificial industry which never except for the sugar bill would
have developed, would it?

Senator YOUNG. No, I think we produce sugar quite efficiently. If
we want to buy our sugar from countries that have virtually slave
labor, then, of course, you could probably buy cheaper but we can
buy many other things abroad, too. For example, we could handle
all our shipping on foreign ships much cheaper than our own.

But I think it is to our own best interests to subsidize the merchant
marine and keep it in business.

Senator FULnIGT. That is on a national defense basis, isn't it?
Senator YOUNG. I think food is a problem in periods of war

emergency, too.
Senator FULBRIGHT. I noticed in the statement of the chairman of'

the House committee, the father of this bill, and I quote:
It is uneconomical to product it-

That is sugar-
domestically. It has to be on an artificial basis.
We talk about artificial price support. This bill is important in all areas

of the country, the Virgin Islands, Puerto Rico, and Hawaii, that it all be
grown here and keep foreign sugar out, to keep them in business.

That is not so; for example, in soybeans.
Soybeans compete. They sell abroad about 40 percent on an open

market for cash. I don't quite see you can say in response to the
Senator from Nebraska's question that this would injure all agricul-
ture. It strikes me that this bill is a hindrance to all other agriculture
in that you are developing a system here Which is based upon the
encouragement of an inefficient domestic industry which I think
in the long run will cut off markets for such things as tobacco, soy-
beans, cotton, rice, certainly. I don't see how you think this, if we
had no sugar bill at all, this would injure agriculture. We didn't
have any sugar bill until the depression, I believe, in 1934, and the
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President at that time, President Roosevelt as Mr. Cooley also stated,
that the production in domestic areas should not be increased.

That was one of the original provisions, and this was intended at
that time as an emergency sort of relief measure, was it not?

Senator YOUNG. Perhaps so. But in periods of war or emergency,
you have to have this production. If we only wanted cheaper pro-
duction we could buy al1 our textiles in Japan and cheaper than we
can here, we can buy all our wheat in Canada cheaper than it can be
produced here.

If we had the same wage scale as the rest of the world this would
be a different story, if we only wanted to buy where it was cheaper-

Senator FULBRIGHiT. But we, under our wage scale, do compete.
You are not trying to say all of our industry, agriculture and industry
is so inefficient even with our wage scale it can't compete, are you?

We have a favorable balance of trade today on trade, if you leave
out your defense and other things, we have a favorable balance.

Here this is unique. In none of these other crops that have been
discussed do we pay any foreign producer a premium.

Do we go out and pay the producer of wheat or any of the other
items, rubber or anyone else, almost double the world price? I don't
know of any. This seems to me a umique bill.

Senator Youxo. These are surplus crops.
Senator MORTON. The Senate -bill does away with it in a 5-year

period.
Senator FULBRIOHT. The Senate bill isn't passed yet. The House

bill certainly does that and it always had.
There is no other crop in which we go out and distribute money

as we have under this bill. It was suggested in the House, and I
have it here, with Mr. Cooley in the debate, why didn't we cut out
this other, he said, it sort of reveals just how terrible his bill is if you
cut out the foreign.

We have got to bring them in to make it sort of more or less ac-
ceptable to everybody. That is about what he said, wasn't it?

Do you recall that?
Senator YOUNG. I didn't read his statement.
Senator FUTJBRIOHT. I have it here, I will look it up.
Senator YOUNG. Senator, if you wanted to import where you could

buy the cheapest, many of our farm industries would be destroyed.
We are keeping cattle from coming in from Argentina in great

numbers through an embargo because of a foot-and-mouth disease.
Senator FULBRIGHT. We don't pay the producers of cattle anywhere

else to produce, why do we pay it at all here?
Assuming you want to protect this the same way you do cotton or

rice if you have the acreage and so on the strange part of this is
bringing in this payment, production payment of premium prices to
foreign producers, isn't that unique in this bill and applies to no
other cases?

Senator YOUNG. It is a substitute for tariff. Most industries are
protected by a tariff.

Senator FULBRIGHT. Why shouldn't they be protected by a tariff?
Why is this handled in a unique way?

We could have a small tariff.
Senator YOUNG. If you reduced the tariff on some of our indus-

trial items many of the small industries would be destroyed.
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Senator FULBRIGHT. That is another matter.
I would argue, probably, you would be better off.
As a matter of fact, that is the purpose of the trade bill. I suppose

this means you are not in favor of the trade bill, but we won't get into
that at this point, but the purpose, I thought we were a free trading
nation, generally speaking, that is our objective, we are not free trad-
ing completely, .certainly, but the markets of the crops in my State,
I think, would be injured by this bill, because if we are going to be
able to sell on a free market such things as soybeans, and as the Sen-
ator mentioned, tobacco which is not particularly in my State but
cotton is and rice and poultry, for example, I dont know how that is
consistent with this bill.

In fact, it seems to me it destroys the opportunity for other agricul-
ture in the world markets.

Senator YouNo. Well, Senator, if your sugarcane producers in the
South were put out of business they would have to raise something
else, probably cotton, which is in surllus.

Senator FULBRroIHT. But the purpose of this bill it doesn't appear to
me to be a matter of protection.

What you are really doing by incentive payments, very largely,
larger than any other crop, is inducing the creation of an uneconomic
crop, that is what, in effect, Mr. Cooley says in his statement.

It is uneconomic, so we are going oit deliberately and paying them
very large incentives to start and expand a domestic crop. That
doesn't apply to any of these others, any other crop that I can think
of. This is unique in many respects.

Senator YorNo. Senator, the same principle applies to the textile
industry, for example.

We can buy our textiles much cheaper in Japan if we want to do
that.

Senator Fut.n1rOnT. We don't pay the textile manufacturers in-
centives to build more plants at all. We are not going out and saying
to the textile manufacturers, "You build more plants and we will pay
you X millions of dollars," that is what this bill is to do, however,
to build a new plant every year.

We are giving an affirmative incentive to increase the production.
Senator YOUNG. You have a quota on imports of textiles. If you

want to apply that same principle to sugar, that would work, too.
Senator FTAB1RIGT. But that isn't what this bill does. It isn't to

protect it. If it was restricted to that and followed the same line as,
we will say, tobacco and some of the others, I think we are accustomed
to it, whether it is right or not.

But this bill is unique in several respects. You don't deny that, do
you? There is nothing comparable to it in our whole legislation.

Senator YOUNG. It has worked, though. It, has provided sugar at
a reasonable price.

Senator FULBIGITT. Well, it costs the country about $500 or $600
million a year. I don't know why you mean it is so reasonable. It
costs the consumers. The price of sigar today for the consumer here
is twice what it is in Mexico, it is about 20 percent, what it is in Canada.
Everybody pays through the nose but you have very ingeniously hid-
den it so they don't know it.
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Senator Young, I will grant that it is a very ingenious piece of
legislation but the facts are it. costs the consumers, who are taxpayers,
somewhere around $600 million, doesn't it?

Senator YOUNG. I wouldn't agree with that.
Senator FULBmHT. And the other strange part of this is a lot of

this goes to foreign producers which certainly isn't so in any other
protection case or any other agriculture product.

Senator YOUNG. To the extent that it gives a decent price to
foreigners who supply our sugar we are helping them.

Senator FULBRIGHT. Then you think this is a foreign aid bill?
Senator YOUNG. I would a whole lot rather give them a decent price

for things we buy from them than give our dollars to them.
Senator FuLBRIGHT. But the main objective surely is not that but

it is to hell) your people in North Dakota, the same way that. the wheat
bill and the cotton bill, isn't it.

You wouldn't justify this on the ground of being a good way to
administer foreign aid.

Senator YOUNG. I would much rather have a quota system, as I say,
similar to those controling imports of cotton and textiles. This would
work much better and be less costly.

Senator FULBRIGHT. I can't see that this helps the rest of agricul-
ture. I have always advocated this be put in with the agriculture,
the regular agriculture bill, and sugar be treated just like others and
given the same kind of treatment you give cotton or rice or tobacco
or wheat or corn however awry that program may have gone, but
this is a unique kind of thing and it leads to a certain kind of lobby-
ing activities, extracurricular activities, that none of the others lead
to that I know of, doesn't it ?

Senator YOUNG. The lobbyists are pretty busy on all legislation,
particularly on tariffs and foreign aid.

Senator FULBRIGT. I never had any more examples of people lob-
bying in the cotton field, cotton business, or tobacco than are engaged
in this.

There is lots more money spent on this program than any one
of the other crops, isn't that so?

Senator YOUNG. Well, all because of the unique way we have of
trying to protect our own industry.

Senator FULBEIGHT. You are not trying to protect it. You are
trying to create a new industry that did not exist. You are giving
an affirmative incentive, I don't, know why you couldn't do it for
coffee. We import a lot of coffee. If you spend enough money
you could grow coffee in this country, if you are willing to pay
enough for it, couldn't you ?

Senator YOUNG. I doubt it.
Senator FULBEIiiT. Well, why do you doubt it?,
We already grow a lot in Hawaii and we could grow it in Florida

and Louisiana, I am sure, if you wanted to pay enough for it.
Senator YoUNo. Sugar is produced very efficiently in this country,

in spite of the high wages and the high cost of machinery and the
high cost of everythingyou have to buy.

Senator FuBRIIIT. All right. Why not put it on the same basis
as cotton and wheat, I don't see why you have got to have this unique
kind of boondoggle.
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I never have Understood it. I tried to have it put in with the
others. The sugar bill was very bad for the rice industry in my
opinion. The Senator from Louisiana and I have had arguments
about this before, especially before we lost Cuba. But it still is-I
think it interferes with other legitimate agricultural activities because
of the peculiar way it is handled.

Senator GORE. Will the Senator from Arkansas yield for questions?
Senator FULBRIOIT. Yes.
Senator Gons. The Senator has made a suggestion that the sugar

legislation be a part of the general agricultural bill.
Senator FULBRXOIIT. I think it ought to be.
Senator GoRE. I think that may be very pertinent now. Since we

are faced with a choice, or the danger, of either no agriculture bill
at all, or continuation of one that will refill Billie Solls bins maybe
we should just offer a farm bill as an amendment to the sugar bill and
then we will have it all in one bill.

Senator FULBRIOHT. That would suit me. I would much rather
this go before the Agriculture Committee and be considered in exactly
the same way that other agricultural commodities are.

I don't see any justification for the special treatment for this bill.
It started out in 1934 in a modest way and the President, as Mr.
Cooley, I quoted, he said I need only remind the gentlemen when
the first sugar bill was signed by President Roosevelt, he said, that
this production in the domestic area should not be increased, this
is Mr. Cooley's statement on the floor on June 18.

Mr. Cooley is very frank about several aspects of this bill and
lie is the greatest authority, I guess, and has had more to do with it
than anybody, and he very frankly admits that we keep these foreign
subsidies in iere in order to sort of make this thing look palatable.

It might have trouble, like he said it would stand out like a sore
thumb if we didn't have this quota premium program.

Senator MCCARTHY. Will the Senator yield to me?
Senator MoRTON. I agree with you Mr. Cooley has had more to

do with it. I might say I question the word "authority."
He had more to do with it.
Senator MCCARTHY. I also might suggest providing for the domes-

tic program in order to make the foreign subsidies look good, too.
Senator FULBRIOHT. I didn't quite hear that.
Senator McCARTnr. YOU said, Senator, you interpret Cooley's

position to this end, that the foreign subsidies were continued in
order to make the domestic program look good.

I suggest the opposite might be just as true.
Senator Goae. Don't think either one looks good.
Senator FULBPOHT. Of course, it is so confusing and such a diffi-

cult bill to understand it may be that is one of its principal merits.
But Mr. Cooley said this on page 10009 on June 18:

We know-

And I quote:
We know enough about this program to realize that if we do away with

quotas and do away with premiums the only thing you would have left would
be payments to the domestic producers and those payments would stand up
like a sore thumb and would be difficult for us to Justify.
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That is what. Mr. Cooley said, they would be the same basis as
the payments that are now made for support prices of cotton, and
tobacco and all the others. They stand out like a sore thumb.

I get a lot of criticism, all of us do from the farm States about
these other programs, but not sugar, no one ever says a word about
sugar.

Senator WILLIAMS. Would the Senator yield?
Senator FULBRTOHT. It is accepted without any question almost

and it is slipped through always the last day ever since I have been
here, it is brought in the last 2 days before it expires and you have
got to act immediately. It is never brought in in a regular way
such as the other agricultural products.

Senator BENNErr. Do you know who is responsible for that? Mr.
Cooley, he is the one who makes the-makes it impossible for us to
discuss it earlier.

Senator FULBRIGHT. That is neither here nor there. I have no
doubt Mr. Cooley is devoted to this bill. [Laughter.]

I am only saying the bill itself is an anachronism and it is
unique and it has no justification for being handled in this manner.

It ought to be part of the Senator from Louisiana's regular agricul-
tural bill and treated like other agricultural commodities and with
the same kind of, I think, objectivity, and freedom from the kind of
pressures that this bill develops because of the enormous amount of
money that is involved.

Senator WirIjAMs. Will the Senator yield for a questionI
Senator FuuIonT. Yes.
Senator WMLIAMS. What did Mr. Cooley say about the justification

of the 22 million payment to the Dominican Republic?
Senator FULBRIGHT. He is all for it. I am not for this bill at all. I

make my position plain. I voted against this bill. I tried once to stop
it and I think we got four votes, maybe five. But there is no question
about the bill having support.

When you look at the amount of money that is spread around I sup-
pose you could get any bill supported, but Mr. Cooley did, he wanted
to give them that money.

I am not for that either, if that is the Senator's question.
Senator CARLsoN. Will the Senator yield?
I think the Senator from Arkansas and the Senator from Kansas

might also have some problems when he is talking about agricultural
,commodities. I am sure the Senator does not object to a subsidy of $20
for cotton and I can't object to 80 cents a bushel for wheat.

Senator FULBRIOHT. Why can't we put it in the same bill with cotton
and wheat and let it be handled with other commodities, why is this
special treatment for sugar ?

The CHAIRMAN. The Chair would like to say that he inherited thissugarbill.Senator FuLBRIGHT. I certainly wasn't intimating that the chair-

man had anything to do-
The CHARMAN. The Sugar Act has been under the jurisdiction of

the Senate Committee on Finance since the first sugar bill was passed,
I don't know how long ago it was, but-

Senator FuLBRIOHT. 1934.
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The CHAIRMAN. 1934. It is connected with the tariff, a subject over
which this committee has jurisdiction.

Senator FULBRIGHT. It was really intended, I think, as a minor re-
lief program in a period of great depression and it was all effort; we
did many things in those days, like leaf raking and WPA and other
things, and this was-in which the President as quoted here, the Presi-
dent said domestic production was not to be increased.

The intention was not to build up a huge inefficient domestic pro-
gram, and it has completely departed from its original purpose.

I certainly don't thifk the chairman had anything to do with this
at all, and he doesn't even grow any sugarbeets so far as I know.

But I think it has gotten out of hand and now it is getting more
and more costly, and I-object to receiving criticism from people about
our agricultural bill, from particularly city people and here sugar goes
along and never, it is hardly mentioned. I think it ought to be in the
same boat with everybody else in agriculture. I don't see why it
should be giveii' this special treatment.'

to say to repeal it would be injurious to other agriculture as the
•Senator front Nebra~ka does, I qan't go longg with t'lat at all.

I thhiklC it;oulf be,~'t "aviythjxit;. blficial but in any case, I see
no J,stflcd1fk' for peciitl ti-tment. .
'I 'don't tliiik this is the right ANy to i ve foreign aid either. If

y0a t M6 goti ' t6i 'iV foreign i 'it ought'to b1' under some kind of
regulations that at least are reasonable designed to see it help the
people."

-This nroes as you all know in mny cases to huge corporations in
onWe of thee countries, hany of, th i oired by even Europealls,
I t' ink these largest one in Petr is aGer i corporation, andoso, on
a iqo thn the l ilt has no relation to, loualdevelopnent, I think
or&very little.

The trith o tbe matter is in these sugar industries in the foreign
countries you have thewirse conditions of any other areas.

untis all, Mr Chairman.
The CHAorFMN. I simplywant to make this statement, that the

Committee on Finance has rnainy great problems, and difficulties, and
one of the greatest headaches We have is this sugar bill. I recall at
the hat sessipi, and the Senator from Arkansas will no (oubt re-
member it, thatt the bill did not pass the House of Representatives
until. y beforethe deadline for its enactment, June 30, and we
had to stay up all night in order to get the bill enacted by midnight of
June 30..
SSenator FULBRTT . That is customary. It happens almost that

way every year.

enaor, bentn Not by our choice..
The CHaMAN. Thank you, Senator Young.

- $.,enator YOUNG. -Thank-you for a very interesting morning.
'the'0CHAIRMAN. The importance of what you hlave said is indi-

.cated by, the discussionyou have created.
oS~fr Go-z oumd a fnipression. fLaughiter.1

* Te CAIRM3AN..The next witness is the distCinguished Senator f rom
Colorado, Senator Gor~don Allott. us

Take a seat, Senator.
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STATEMENT OF HON. GORDON ALLOTT, U.S. SENATOR FROM THE
STATE OF COLORADO

Senator ALorr. Mr. Chairman, distinguished inembers of the com-
inittee, I want to say first of all, that I am very happy that this com-
mittee has taken this bill up with dispatch, and it is a real pleasure
to have an opportunity to have a hearing on the sugar bill before the
Finance Committee in view of the recent history of this bill.

I appreciate the opportunity to appear before you today to discuss
some of the domestic provisions of H.R. 12154 and particularly those
provisions that pertain to the sugarbeet industry.

The growing and processing of sugarbeets is a vital, important, and
essential part of the economy of my State of Colorado.

Our farmers produce beets in 25 of Colorado's 63 counties. One of
them-Weld County--is and for many years has been the largest
sugarbeet-producing county in our Nation.
In Colorado we have 14 processing plants, including one which spe-

cializes in the handling of valuable byproducts of the manufacturing
process. My State is the headquarters for 4 of the Nation's 15 beet-
sugar companies.

Colorado is the second largest beet sugar-producing State in the
Nation. Last year, our sugar mills turned out nearly 18 percent of
all the beet sugar produced in the United States.

So you can see that the people of my State have a direct stake in
the operation of the Sugar Act and a tremendous interest in the enact-
ment of the kind of law that will promote the stability of the sugar-
beet industry.

The people of the United States also have a stake in the stability
and the dependability of the sugarbeet industry of Colorado for we
produce enough sugar to meet the annual needs of more than 6_'
million persons in addition to the entire population of Colorado.

I view the domestic provisions of H.R. 12154 as contributing to
the stability of the industry to a measurable degree, and this is the
principal virtue of those provisions.

The new basic quota of 2,650,000 tons at the present consumption
level recognizes roughly the marketing and production levels the
industr-v has reached in recent years while it has been helping mate-
rially to fill the gap in domestic supplies caused by prO:Jution de-
ficiencies in 2 other domestic areas-Puerto Rico and awaii.

The new growth formula provided in H.R. 12154 is expected to add
enough each year to the beet sugar quota to absorb a part of the in-
creased yields per acre which the technological advancements of the
industry bring about, and also to provide an acreage reserve for the
entry of some new blood into the beet sugar industry.

Since the beet sugar industry has been absorbing the growth portion
of Puerto Rican and Hawaiian quotas in recent years, as well as part
of their basic quotas, through the allocation of deficits, the beet sugar
in(lustry actually has been receiving an annual growth increment
about equal to what the bill would provide.

Thus the bill does not provide any huge increase in either basic quota
or growth for the beet sugar industry-as you see when you examine
all the facts. The Hawanan and Puerto Rican deficits have been an
important part of the beet sugar quota in recent years.
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Last year, for example, more than 40,000 tons of the adjusted beet
sugar quota of 2,609,000 tons came from deficit allocations.

Unfortunately, most of the figures published in connection with this
bill do not reflect the deficit allocations, and therefore they present a
distorted picture, an exaggerated impression of the truly modest in-
creases the beet sugar hidustry will receive through this bill. The
first table on page 2 of the House committee report on the bill, for
example, presents, in my opinion, such a distorted picture.

With your permission, Mr. Chairman, I should like to insert in the
record at this point a brief table making a comparison between basic
domestic quotas under the present law, taking deficit allocations into
account and the domestic quotas this bill would provide.

The 6 IIAIRMAN. Without objection the insertion may be made.
(The table referred to follows:)

TABLE L.-Domestic quotas at 9,700,000 consumption level, present law and
H.R. 12154

[Short tons, raw value]

Area Present law I H.R. 12154

Domestic beet sugar --------------------------------------------------------- 2,400,000 2,6 000
Mainland cane sugar ........................................................ 750,000 895,1000
Hawaii ...................................................................... 1,050,000 1,110,000
Puerto Rico ................................................................. 9 000 1,140000
Virgin Islands ............................................................... 1 000

I Reflecting allocation of anticipated deficits if present law were to be in effect through all of 1962.

Senator ALLOT. As you will see by this table, the increase in the
beet quota is only about 10 percent at the present level of consump-
tion, over what it would be if the present law were in effect all this
year and if the anticipated offshore domestic deficits are taken into
consideration.

You will notice that no deficits are reflected in the new basic quotas
because under this bill, all domestic quotas will be allocated to foreign
nations.

In contrast to the modest increase in the beet quota, some of the
increases given to foreign countries by this bill are astronomical.

So you may make the comparison, Air. Chairman, I should like
your permission to insert at this point in the record a table showing
foreign quotas and temporary allocations proposed by this bill, and
foreign quotas under the present law.

The CHAIUUAN. Without objection.
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(The table referred to follows:)

TABLE IL-Foregn quotas and temporary allocations under H.R. 1.154 and
foreign quotas under present law at 9,700,000-ton consumption level

(Short tons, raw value)

H.R. 12164
Present lawCountry quota Basic Temporary

quota allocation

Cuba--------------------------------------------3,2 000 11,50,000............
Philippines ................................................... (,00 1,050,000 150,000
Peru .......................................................... 1,518 200,000 150,000
Dominican Republic ......................................... 9 308 200,000 150,000
Mexico ....................................................... 80,108 200,000 150,000
Nicaragua .................................................... 15,748 30,0W ..............
Haiti ......................................................... 7, 640 25,000...........
Netherlands .................................................. 3,940 10,000...........
Republic of China ............................................ 3,802 45,000 150,000
Panama ...................................................... 3,802 15,000 ..............
Costa Ris ................................................... 3,792 30,000----------
British West Indies ........................................... 84 100,000 150,000
Colombia ..................................................... 0 35, 000..........
Brazil ........................................................ 0 190, 000 1800
India ........................................................ 0 38 000 100,000,
El Salvador ................................................. 0 10, 000...........
Fiji Islands---------------------------------------------0 10.000............
French West Indies .................................... .. 0 40, 000
Australia ............................................ . 0 50,000 180,000
South Africa ......................................... . 0 20,000 100,000
Mauritius .................................................... 0 10, 000 100 0
Ecuador ...................................................... 0 30, 000 ..............
Guatemala ................................................... 0 20. 000...........
Argentina .................................................... 0 2, 000 ..............
Paraguay .................................................... 0 10,000...........
British Honduras-----------------------------------------0 10,000............
Canada ....................................................... 631 831...........
United Kingdom ............................................. 816 a16 ..............
Belgium ..................................................... 182 182 ..............
Hong Kong .................................................. 3 ..............

1 Withheld from Cuba and allocated temporarily as shown In 3d column.

Senator ALLOTT. As I pointed out earlier, however, although the
bill does not provide substantial increases for the beet sugar indusry,
it does provide a god measure of stability.

It exchanges the uncertain deficit allocations for the certainty of a
modestly larger basic quota. Because this will mean increased sta-
bility for the beet sugar industry of Colorado, I am glad to support
the domestic quota provisions of the bill.

Now, Mr. Chairman, in about 1 minute, I would like to comment on
one other aspect of the bill which I have not included in my state-
ment, and that is the so-called temporary allocations of the Cuban
quota.

I must disagree with the provisions of the House bill in this respect.
There are two reasons, two main reasons, for this, in my opinion.

The first is that no nation or country or territory which receives a tem-
porary allocation can possibly or will regard it as a temporary alloca-
tion beyond the first year.

If the temporary location continues as long as 2 years these people
will begin to consider that they have a vested interest in this alloca-
tion, and thus the disruption, if it should be attempted to be taken
away later, is going to cause us, in my opinion, very great harm.
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The second reason and which I feel is a basic mistake in this respect
is this: There are others, but these are the two main reasons-and
that is that in the case of Cuba in which I have been very greatly
interested for a period of several years in the case of Cuba, we have
there a situation which we all know aiout, but one of the certainly
indisputable characteristics of this country at the present time is the
extreme economic situation in which it finds itself, where even basic
foods, particularly basic proteins, are rationed to such an extreme
degree that this in itself may help us solve the Cuban situation.

Now, we had in-this is hard for us to realize since we all have
ability in emotionalism about Cuba at the present time--it is hard for
us to realize that Cuba has furnished us with a steady supply of
sugar over a great number of years, and that they have even held
during war years sugar supplies in reserve and stored them for our use.

Now, the basic quota allotted to Cuba of 1/2 million short tons, in
my opinion, if allocated on a temporary basis, will take away from
Cuba, and from the--particularly the-_people in Cuba, the cherry
that we ought to keep dangling before them as an incentive to over-
throw their own government.

If we allocate this on even a temporary base, knowing that these
countries are going to assume that it is permanent real quick, if we
allocate it on a temporary base, we are taking away from Cuba and
saying to them, "There isn't any hope because even if you should
overthrow your government, you cannot go back to the method that
you have."

I do not advocate any allocation to Cuba at this time.
I would oppose it very violently, but I do not think we should

make a temporary allocation of these quotas to these other countries
and thus destroy'the incentive that these people might have for re-
establishing in Cuba a very active and good sugarbeet industry which
they are going-not sugarbeet, sugarcane industry-which they are
goi ng to have to have come the day that those people are able to
overthrow their Communist masters.

I vant to express my appreciation to the committee for listening
to me, and the opportunity to be here.

The CIMALA. Thank you very much, Senator Allott.
Any questions I
The Chair has been requested to insert, at this point in the record

the statement from Senator Frank E. Moss of Utah; and another state-,
ment by Senator John A. Carroll.

(The' statements referred to follow.)

STATEMENT b1 HON. 'PSANX H. Moss, U.,l. SENATOR FROM Till STATE OF UTAH

Mr. Chairman anid members of the committee, the Sugar Act is of tremendous
important to the farmers bf Utah, 'an I appreciate the opportunity to speak
in their behalf. I shall confine my comments to the domestic provisions of
the bill U.R. 12154. and specifically and in particular to the provisions' that
affect the domestic beet.sugar industry.

The, beet sugar industry has had a long and colorful history In the State
of Utah. One of the great epics of plobepr America Is the courageous effort to
establish a beet sugar Industry In Utah more than a hundred years ago. Ma-
chinery, for a beet sugar processing plant Was purchAsed in lVngland and hauled
acrotssthe plains of America by ox team, under great hardship, in the early
1850's. That first great effort met insurmountable difficulties and later the
project was abandoned. Some 40 yeats later the first successful beet sugar
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plant in Utah was established In Lehi. This was the first beet sugar mill in
America to be constructed entirely of American machinery by American work-
men, and it had many years of successful operation.

The mill at Lehi was the forerunner of the industry which contributes so
much to the Utah economy today. Now there are five beet sugar factories in my
State, and sugarbeets are grown by farmers in 10 counties. Utah is also one
of four States which produces sugarbeet seed.

And so you can see why the terms of this bill, which directly govern the
conditions under which sugar is marketed in the United States, is of such con.
cern to the farmers, and in fact, to all the people of Utah.

The bill would provide a slight increase in the beet sugar quota-permitting
about 10 percent greater marketing of beet sugar this year than under terms
of the present law. The bill would also provide a slightly larger share of future
growth in the U.S.-sugar market for the beet sugar industry. Annual sugar con-
sumption per capita Is practically constant in the United States--with some
seasonal variations, of course--and so as our population grows, the need for
sugar grows.

It Is sound national policy, in the state of the world today, that we should
place greater reliance on the sugarbeet producers of Utah and other States, not
only for our current supplies, but also for our future supplies.

The slight increase In the beet sugar share of future growth in our market
will help to permit some new growers to produce sugarbeets. It should also
help to provide for at least part of the increasing yields per acre which the
splendid technological improvements in the beet sugar industry are bringing
about.

However, the chief benefits which will accrue to the farmers to the economy
of Utah from the domestic features of this bill are the benefits of stability. For
2 years the Industry-indeed the whole sugar Industry of the United States-
has been plagued by the uncertainties and vagaries inherent in the series of
short-term extensions of the Sugar Act which we have been obliged to enact
under the pressure of the times. Now, however, we have the opportunity, and
I believe the obligation, to enact a long-range law which will enable our farmers
to know the conditions under which their sugar will be sold-not for only a few
months or a few weeks ahead, but for the next 4% years.

May I point out, Mr. Chairman, that not until next year will most of the sugar
be sold that is produced from the crop that is now In the ground In Utah. A
long-range law is essential for the sensible planning of our State's agriculture,
and the agriculture in all the States In which sugar crops are grown.

And so I strongly urge the enactment of a long-range law, before the present
act expires at the end of next week, a law that embodies the principles of the
domestic features of H.R. 12154.

STATEMENT BY HON. JOHN A. CAROLLu, SENATOR FROM THE STATE OF COLORADO

ONSUMERS AND FARMERS NEW THE SUGAR ACT

Mr. Chairman, in November of 1930 a man, whose friendship I cherished above
all others and whose memory I revere to this day, was elected to the U.S. Senate
from Colorado.

I am proud to have played a part in sending him here.
The people of the United States best remember him as the father of the first

Sugar Act-the late Senator Edward P. Costlgan.
The Jones-Costigan Sugar Act has been, for 28 years, a stabilizing force In

the sugar economy of the world.
Senator Costigan was a man dedicated to promoting the common good.
The chaos in the sugar market in the, post-World War I years dramatized

to Senator Costigan the need for a marketing system that would accomplish
three objectives: (1) Hold sugar prices to the housewife at a low and stable
level, (2) guarantee American consumers a steady sugar supply, and (8) provide
a decent income to the family farmer growing beets or cane,

Early in 1934 President Roosevelt asked for a sugar program.,
Senator Costigan's sugar plan was signed into law by the President on May 9,

1934.
The basic philosophy of the Costigan sugar plan is retained today in the bill

before this committee. Only some of the details have been changed.
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SUPPLY MANAGEMENT PRINCIPLE

The fundamental Costigan principle was one of supply management. It sought
to balance supplies with demand by assigning, under a quota system, a portion
of the market needs to producer units.

Compensatory payments were to be made to producers for adjusting their
production to marketing quotas. These payments augmented their income and
guaranteed an equitable division of sugar returns among beet and cane proces-
sors, farmer and hired laborers. The payments also provided for the elinjna-
tion of child-labor.

The Costigan formula has worked with unbelievable success.
There are no sugarbeet or cane farmers, nor processing companies, who would

do away with the Costigan supply management formula.
Nor would the housewife want to return to the years when sugar would cost

10 cents a pound, go to 26 cents a pound, then back down to 7 cents a pound, all
in the space of 34 months. This is what was happening in 1920.

The supply management, compensatory program has succeeded and should
be retained intact and extended for 5 years, as proposed by the House of
Representatives.

FARM BUREAU AGRFS TO MARKETING PRINCIPLE

I was pleased to see, Mr. Chairman, that yesterday the representative of the
Farm Bureau supported the Jones-Costigan marketing control l)rinciple. In
answer to a question he stated that the Farm Bureau endorsed the principle of
marketing controls and compensatory payments for certain agricultural prod-
ucts, namely sugar and wool. This means that all important national farm
organizations agree on the basic principles in the legislation we have before us.

This in itself is again a great tribute to the men who drafted the first act back
in 1934. It has succeeded so well that 28 years later farmer organizations and
processor organizations, who not often agree on anything, do agree that this
particular supply management program is effective and must be extended iII
the interest of the common good.

CONSUMER HAS BENEFITED

The Jones-Costigan sugar program has served the consumer well.
No other basic food has been more stable in supply and price than sugar.
Great fluctuations have occurred in the prices of some food products, especially

those imported.
The price of sugar for 25 years has been "reasonable" by anybody's standards.
Related to the wholesale price index for all foods, sugar was 4.82 cents per

pound in 1938 and 4.15 cents per pound in 1961. (The index for all foods was
93 in 1938 and 222 in 1961.)

Related to disposable personal Income, sugar was 4.57 cents per pound in 19.38
and 2.38 cents per pound in 1961.

And the Jones-Costigan formula has held American sugar prices stable in the
face of International sugar prices.

The United Nations Food and Agriculture Organization recently reported that
the average retail price of sugar in the United States was 5 cents per pound
below the median price of sugar in 121 foreign nations.

This is not the low, so-called world price which applies to the "dump" or
residual sugar of about 5 million tons, some of which comes to the United States.
Rather, the PAO is referring to the 57.5 million tons of sugar consumed around
the world.

Other evidence of the effectiveness of the Jones-Costigan formula in stabilizing
the price of sugar is the fact that an American workman needs to spend less
time at his Job than a workman in any other nation in the world in order to
earn enough to buy a pound of sugar.

A bricklayer in the United States needs to work only 4 minutes to buy a kilo-
gram (2.2 pounds) of sugar.

In England a man must work 20 minutes; in France, 24 minutes; in Italy, 82
minutes; in Russia, 824 minutes.

THE JONES-COSTIGAN AOT HAS WORKED

It is evident that the Jones-Costigat supply management, compensatory pay.
ment sugar program has achieved the objectives of its authors.

/
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It has made possible the production, as a matter of national security, of one-
half of our sugar needs within the United States without a protective tariff; it
has assured consumers of a plentiful and stable supply of sugar; it has kept
prices at a reasonable level.

The one-half cent per pound tax imposed on all sugar manufactured or im-
ported into the United States has made the Jones-Costigan program as fiscally
sound as the most conservative politician could ask for.

THE SUGAR ACT IS FISCALLY SOUND

Since 1937 there has been a net return to the U.S. Treasury of over $450
million after compensatory payments to domestic sugar producers. This is the
difference between the sugar excise tax collections and stabilization payments.

In 1960, for example, the total sugar tax collections were $94,955,473.
The total compensatory payments to producers were $72,985,573.
The net gain to the U.S. Treasury was $22 million.
The Jones-Costigan sugar program is fiscally sound.

COLORADO NEEDS SUGAR ACT

Many times, Mr. Chairman, I have described the value of the Sugar Act to
the people of the State of Colorado.

On May 14 of this year I told the Senate how the economy of Colorado benefits
from the Sugar Act.

I shall not go into detail here, but I will at least remind the members of the
committee that Colorado is the second largest sugarbeet-producing State in the
Union.

Sugarbeets produce $70 million in annual income in Colorado.
We have more farms producing sugar beets in Colorado than any other State

in the Union.
Colorado's interest in extension of the Sugar Act is considerable.
As a Coloradan I can tell you of the need of our farmers, our processors, and

our consumers for stabilizing legislation.
As a Coloradan I can tell you of our pride in the wisdom and foresightedness

of our late Senator, Ed Costigan, who fashioned the first sugar program.
It was because Senator Costlgan knew firsthand the plight of our sugar

farmers, our sugar factories, and our sugar consumers in Colorado that the
first Sugar Act was born.

Now, 28 years later, I ask that the Costigan plan be extended so that the people
of his State of Colorado may continue to enjoy the good fruits of the wise and
practical program he devised.

Senator DOUGLAS. Mr. Chairman, I understand that the W. R. Grace
Co. feels that certain implications of the statements of the Senator
from Illinois relative to Peru might be interpreted adversely to them,
and that they are preparing a statement, not necessarily in reply or
explanation, but further developing the issues, and I ask that. that,
in all fainiess be printed immediately following the comments on
Peru which I made on Wednesday.

lhe CHAIRMAN. Without objection. The insertion will be made.
(See p. 61.)

The next witness is Oscar L. Chapman, former Secretary of the
Interior, representing the Mexican Association of Sugar Producers.

Mr. Chapman, take a seat, sir, and proceed.

STATEMENT OF OSCAR L. CHAPMAN, COUNSEL FOR UNION NA-
CIONAL DE PRODUCTORES DE AZUCAR, SA. DE C.V. (MEXICO)

Mr. CHAPMAN. Thank you, Senator.
Mr. Chairman, I have brought with me some charts which I

thought would help expedite the discussion because of the fact of the
limitation of time.
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I have briefed my remarks but I would like to ask that this com-
mittee permit me to file a fuller statement for the record.

The CHAIRMAN. Without objection the insertion will be made
following your oral presentation.

Mr. CHAPMAN. Mr. Chairman and members of the committee, my
name is Oscar L. Chapman.

I am appearing here on behalf of the Association of Sugar Pro-
ducers of Mexico, which, together with the peoples of Mexico and the
United States, has a very vital stake in this legislation.

I realize that time is very short and therefore I have prepared a
short statement in outline form which I will present orally.

With the committee's permission, however, I would like to insert
into the record a longer statement which substantiates in detail every
statement I will make in the oral presentation.

Before getting into the body of my statement, I would like to make
three preliminary comments which may serve to bring the remainder
of my statement into sharper focus.

First. I do not represent the Government of Mexico in this pro-
ceeding, and, therefore, I am not authorized to state the position of
that Government. My one and only client here is the Sugar Produc-
ers Association of Mexico which I have been representing since 1955,
and not solely for the purpose of obtaining a sugar quota, but in other
matters for them as well.

Second. Mexico does not appear here asking for aid. On the con-
trary, as I shall point out in greater detail later, Mexico, more than
any other country, appears here as an honest seller to discuss common
price and supply problems with the representatives of its largest for-
eign sugar customer.

Fourth. The Sugar Producers Association of Mexico does not
wish to express any opinion on the portion of the House bill designed
to give additional relief to the U.S. domestic producers. Nor do we
wish to express any opinion on the quota assigned to any particular
foreign country, other than Mexico. Our purpose here is to make a
positive case for Mexico, not a negative case for someone else. And
that means that we are here to try to present a positive case for Mexico
for that portion of the market that the domestic producers cannot
supply.

The rest of my statement I will present in outline form, merely mak-
ing bare assertions, as is requiird by the amount of time allotted to me.

Rest assured, however, that I can support with statistics, history,
and reasoning every statement made in this outline, and during the
question period I will be happy to do so.

I. The-basic purpose of any governmental program relating to sugar
is to provide an adequate and continuous supply to the United States
at a price which is fair to both the producer and the consumer.

II. Markets for some products, including sugar, must be stabilized
if there is to be an adequate supply at reasonable prices.

A. The countries of the world have recognized the validity of this
proposition by executig community stabilization agreements for
sugar, tin, wheat and olive oil. One is also being considered for coffee.
' B The United Nations recognized the validity of this proposition

in 1953 when it issued a report saying:
Sugar exhibits to an unusual degree the features that make the operation of

an unregulated free market undesirable.
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C. The United States recognized the validity of this proposition
when it signed the Punta del Este Charter, committing itself to help
to find a-
solution to the grave problem created by excessive price fluctuations In the basic
exports of Latin American countries. * * *

D. History has shown that without some stabilization of the market,
sugar prices and supplies fluctuate greatly fiom year to year. For
example, with an u!nregulated market, the price dropped from more
than 9 cents a puund in 1920, to a little more than 3 cents a pound in
1921; from more than 4 cents a pound in 1923 to less than 1 cent a
pound in 1932. On the other hand, since the Sugar Act was put into
effect in 1934, the U.S. price of sugar has been very stable.

E. The global quota and price recapture scheme would produce
greater market instability and therefore would not provide an ade-
quate supply at reasonable prices.

III. In addition to not accomplishing the basic purpose of govern-
mental sugar programs, the global quota and price recapture scheme
would have harmful political and economic side effects as well.

A. It has been stated by proponents of the scheme that it would
assure a more stable supply of sugar to the United States, but history
does not support this theory.

B. It has been stated that it would save the United States more
than $180 million in foreign exchange each year. This is also untrue.
In fact, in some years the scheme could increase the cost of the sugar
which the United States buys from foreign suppliers by as much as
$254 million.

C. Significantly the proponents of the scheme have not mentioned
its effect on the *.S. consumer, but the fact is that it could only
increase the cost of sugar to the U.S. consumer because the present
program sets both a floor and a ceiling on the U.S. price, while the
global quota scheme would set only a floor and not a ceiling.

D. The proponents of the scheme have said that it would improve
the U.S. balance of payments position. This is also untrue because-

1. It would in some years cause the United States to pay more
for its foreign sugar supplies; and

2. It would reduce the exports of the United States because-
(a) It would reduce the ability of the Latin American

countries to buy from us; and
(b) It would take dollars away from countries which

buy most of their imports from us and give them to countries
which buy more from others; and

3. It would devastate the economies of several friendly Latin
American countries, thereby increasing the need for U.S. assist-
ance.

E. The proponents of the global quota scheme have said that part
of the price paid to foreign suppliers should be taxed away because
aid can more effectively be given directly than through the Sugar
Act. This assertion rests on two assumptions which are largely er-
roneous.

1. It assumes that the part of the price paid by the United States
which is in excess of the world price is unnecessary and, therefore, is
in the nature of a gift. This is not true because-

(a) Almost 90 percent of the world's sugar is sold at prices
in excess of the so-called world price. Most large consuming
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nations have found it necessary to pay such premium prices in
order to assure themselves of a constant supply even during
emergencies.(P) Moreover, such premium prices encourage the producing

nations to keep reserves adequate to meet the emergency needs of
premium price countries. During years of unexpected high pro-
duction some of these reserves are dumped on the world market,
thereby depressing the price; during years of low production the
opposite effect is obtained. By maintaining a stable price the
United States insulates itself from the instability of the unregu-
lated market. Therefore, by paying premium prices the Unitel
States simply gets what it pays for, that is, an assured supply of
sugar at a reasonable price.

2. Even though no part of the sugar price can be considered as
"aid," it would be difficult to find a program which more directly
benefited the small farmer and the worker. For example, in Mexico--

(a) The gross revenues from the sale of sugar are divided as
follows: 14 percent for costs of sales, 24 percent to the sugar mills,
19percent to the milhworkers, and 43 percent to the cane growers.

(b) Fifty percent of the net proceeds after sales must, by stat-
ute, be distributed to cane growers. Last year in Mexico there
were 83,000 such cAme growers with an average holding of only 9
acres.

F. The proponents of the global quota scheme have also said that
it would make it easier for Cuba to return to the U.S. market. This
is untrue. Under the global quota scheme all countries, including
Cuba, would receive the so-called world price for sugar sold in the
United States. Since Cuba now sells its sugar to the Communist bloc
at a price in excess of the so-called world price, the global quota
scheme would make it. more difficult, not easier, for Cuba to return
to the family of free nations. Even discounting the higher Commu-
nist bloc price, the situation is the same, because if Cuba suddenly sold
its sugar on the world market the price would be seriously depressed.
In such a case Cuba and all other countries selling to the United States
would receive the then ruinous "world market price."

O. The global quota scheme is contrary to the purpose of both the
U.S. foreign aid program and the Punta del Este Charter because it
would create an unstable market for a basic Latin American export
commodity.

1. Our foreign aid officials have frequently recognized that the
fluctuation of a few cents per pound in the price of basic export com-
modities can wipe out any gains that might have been made as a result
of U.S. assistance.

2. The Punta del Este Charter states that.-
Nationnl measures affecting commerce in primary products should be directed
and applied in order to: * * * (2) avoid market instability.

IV. The best available means to assure the United States of an
adequate supply of sugar at reasonable prices is to continue the country
quota and premium price provisions, but to redistribute foreign quotas
so that there is no one dominant foreign supplier.

A. This committee has been presented with two proposals: the global
quota scheme and the House bill. It is clear that the global quota
scheme will create many problems and solve none, and it is equally
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clear that the House bill continues a price and supply mechanism that
has achieved acceptable results for almost 30 years. Therefore, tile
basic features of the House bill, I think, should'be accepted.

B. Quotas should be redistributed, however, because by taking a
large share of its foreign supplies from one country, the United States
creates an overdependence in that country on one product and on one
customer, and thereby creates serious economic and political prob-
lems both for itself and for the supplying country. Therefore, sugar
quotas should be redistributed so that there is no one dominant sup-
plier.

V. In any redistribution of quotas it is clear that no matter what
factors are considered Mexico should be among the major suppliers.
I direct your attention to chart 1.

If you will notice that chart gives you the foreign trade of the
United States with principal Western Henisphere quota countries
for a 5-year period from 1957 through 1961.

And they will tell you the trade balance between the two countries.
A. Overall purchases from the United States: Mexico purchases

more from the United States than almost, all of the other present
quota countries combined. In addition, Mexico has an imbalance of
trade with the United States for the past. 5 years in the neighborhood
of $2 billion.

B. Mexico's balance of payment: There are those who think that
the deficit in Mexico's balance of trade with the United States is
made up by Mexican receipts from tourism and braceros so that in
fact Mexico has a favorable balance of payments. Nothing could be
further from the truth. In fact., Mexico's balance of payments with
the United States has been very unfavorable, and had it not been for
Mexico's sugar sales in the United States last ye, Mexico would no
doubt have had to find some way to curtail foreign purchases, most
of which are made in the United States. Thus, not only is Mexico's
balance of trade unfavorable but so is its balance of payments.

C. Purchase of agricultural commodities: Chart. 2, I want to show
you the chart of the quota countries, how they purchase for cash and
on aid basis farm commodities from the United States. As you
notice Mexico is first there. She has purchased $60 million plus a
few dollars from us during that. period by direct cash, and $2,102,000
by certain aid programs.

If you follow that down straight through the line, the British West
Indies bought $38,472,000 with direct cash, and $858,000 by aid.

You follow that straight through and you will see that Mexico's
cash position in purchasing from the United States is greater than
any other country in Latin America that has a quota.

. U.S. balance of payments: Nearly 80 percent of Mexico's for-
eign purchases are made in the United States, of all of her foreign
purchases. This is a much higher percentage than any other country.
Therefore, sugar dollars paid to Mexico create more exports for the
United States and contribute more to solving the U.S. balance-of-
payment problems than those paid to any other country.

Once again I would like to thank you for the opportunity to appear
here and express the views of the Mexican sugar industry which I
have represented for many years, not only in connection with sugar
quotas, as I have indicated, but also for all its other legal business
in the United States.
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I know that this committee is very pressed for time and so this
opportunity to appear and your courteous attention are doubly
appreciated.

Thank you, Mr. Chairman.
The CHAIRMAN. Thank you very much, Mr. Chapman.
Any questionsI
Senator Momo.N. Mr. Chairman, I have some.
Mr. Secretary, going back to your first chart there, the one that

showed-
Mr. CH AYPAN. That is the 5-year total.
Senator MoRroN. Yes.
As I recall it, you indicated that even with tourism, so far as

Mexico is concerned, the balance of payments including tourism were
unfavorable.

Mr. CHAPMAN. It still would be, yes. Obviously, the tourism helps
in every country. It always helps.

Senator MOrON. Yes.
Mr. CI,..v[AN. But even that does not give them a favorable bal-

ance of payments.
Senator Moerox. What do you estimate our annual tourism in

Mexico? Is there any accurate way of estimating it?
Mr. CHAPMAN. You can get a fairly good accurate estimate on that,

I think, Senator. It is possible-it is probably, if I remember those
ligures correctly, about $600 or $700 million.

Wait, I have it here: Income from tourism is $546 million in 1957,
$707 million in 1961. That would still leave us with an unfavorable
balance of payments.

The total exports in 1957 were $1,315 million, and in 1961 were $573
million.

Senator MOirrON. What is the history of our, in terms of tons or
any other figure that you can correlate, the history of our imports of
sugar, from sugar, over, let's say, the past 10 years or 12 years?

ir. CHAPtAN. I remember, Senator, back in 1955 when the sugar
bill was under consideration at that time Mexico only had 11,000 tons
in this market, only that total. Since that time, the law of 1956, the
Senate saw in its wisdom to grant us an increase, a moderate increase,
so that it has been brought up to approximately 80,000 to 85,000 tons
at the present time on our basic quota.

But in addition to that, when the redistribution of the Cuban quota
came-became effective, Mexico shipped last year 680-some thousand
tons, which covered the redistribution of the quota.

The problem there, Senator, was simply one of the Department of
Aifriculture being able to find a source of supply on such a short notice
of time, and being able to get. the supply available to us.

That was the real problem, and they did produce, both last year
andl the year before, they had that much actual reserve.

Senator MonxTo.. Yes; I realize that after the Cuban situation de-
veloped, that we were fortunate to find as nearby as Mexico an ade-
quate supply of sugar. But I was wondering about the basic-the
history of the basic quota. ,

Tn ihe 1948 act. Mexico was specifically mentioned.
Mr. CHAPMAN. In 1956 Mexico was specifically given a substantial

quota.



SUGAR ACT AMENDMENTS OF 1982

That was in 1956. She had previously to that only 11,000 tonis which
was, I think, mostly token. But after the 1956 act they gave her an
increase that gradually increased a little bit each year and participated
in our increment growth of the market here.

Senator MORTON. You said, Mr. Secretary, the Senate put it in.
Did the House put it in?
Mr. CHAPMAN. Well, both agreed to it, of course; I didn't mean to

distinguish between them.
Senator MORTON. They put it in first?
Mr. CHAt MAN. I think they did put it in; yes.
Senator MORTON. I was managing the bill theft for the Department

and I remember it was over my objections that it was done.
Mr. Secretary, I have been the victim of an unfriendly press in lay

State and there have been some stories going around in a certain
Washington newspaper which has linked your name into the story,
and just to give you a chance to straighten certain matters out, I an
sure that your relationship with your client is not on a contingent
basis based on the tonnage of sugar?

Mr. CHA]PMAN. Yes, pIrtly.
Senator MORTOx. Partly?

Mir. CHAPMAN. Partly. yes.
Senator MonToN. I teli if you had any comment, I don't want to

press this-
Air. CHAPMAN. That is all right.
Senator MOlTox. If you had any comment to make I want to give

you an opportunity to mjublicly state it. I rarely in Kentucky get an
opportunity to answer mine except by radio, buying radio time.

Mr. CHAPMAN. I appreciate that, Senator.
The contract we have is a basic contract for a fiat. fee and then a

small additional fee on increased tonnage. That is filed with the
Justice Department that. require filing for all people who lobby any
legislation. But, as I said to you. before, I do much work for these
people that. has nothing to do with this legislation.

Senator MORTo. That is all, thank you.
Mr. CHAPHAN. I realize that.
Senator MORTON. That is all, Mir. Chairman.
The CHARMA. Any further questions?
Senator FULBRIOHT: Well. this filing with the Department of Jus-

tice, what is required by that, law?
Mr. CHAPMAN. It is required that you file your contract. that you

have with any foreign clients.
Senator FULBRIGIIT. Is that public knowledge?
Mr. CHAP-MA.N. It is public knowledge to everybody. It has been

there since 1956 or 1955.
Senator FtrLnRIoHT. Well then, to clarify the record so there will be

no misunderstanding, you did file?
ft. CHAPMAN. Oh. yes, we always did.

Senator FtrBRI3OIIT." WIhat year'did you first file?
Mr. CHAPMANrx. We filed in 1955.
Senator FULBR1oHT. In 1955?
Mr. CHAPMAN. Yes.
Senator FULBRIOHT. rhat did that. contract. provide?
Mr. CJFAPMAx. That contract provided for a basic flat fee.
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Senator FuLBRIGHT. Of how much ?
Mr. CHAP3AN. I have forgotten what it was, Senator, but I thini-

it was $20,000 plus expenses.
Senator FuLBRIOIIT. At that time how much was the quota of

Mexico?
Mr. CHII u AN. 11,000 tons.
Senator FULBRI GIT. And it is now how much?
Mr. CTAPMAN. Between 85 to 90, I believe is the exact tonnage of

the basic quota, Senator.
Senator FULB RIIIT. Is your fee based upon, as you say, the increase

in the tonnage, the nore tons you get the more fee you get?
Mr. CHPIIMAIN. Not Of that, no. None of that was included in

that.
Senator FULBRI1OIIT. That is what I didn't understand.
Mr. CnlrerAN. That was not in that case but I want to be ab-

solutely correct to Senator Morton.
My second contract that has been filed-you see I had a 4-year

contract beginning in 1956 or 1955 which calledI for a flat fee.
Now, after that we had a renewed contract in which it does call for

a small percentage on tonnage.
Senator FUmwRIOiIT. Has that been filed?
Mr. (IAP 1AN. Yes, sir. Everything.
Senator FULBIIIT. NOW, in 1956 was Mexico an exporter of sug-

ar-
The CHAIM AN. Will the Senator yield?
Senator FULBRIGItT. Yes.
The CHAIRMAN. The list I have here is that Mexico has 200,000.
Mr. CHAPM1AN. That is the new one, I think, Senator.
The CHAIRMAN. No, a basic quota.
Senator MORTON. Under this bill.
The CHAIRMAN. Under this bill, and then it is allocated 150,000

more tons for the 1,500,0(X) of Cuban sugar
Mr. CHtPMAN. Yes.
The CHAIRMAN. That makes 350,000 tons under the House bill?
Mr. CI1AP3dAN. That is correct.
The CH,61MAN. Is tiat correct?
Mr. CH M. AN. That is correct. But the percentage in my con-

tract does not include any temporary allocation of the Cuban sugar,
nothing but the basic quota.

Senator FUiBRIGiT. The basic quota today is 80,108 short tons,
isn't it?

Mr. (AP IA . I think so.
Senator FULBRIoT. Who knows better than you?
Mr. CHAPMNAN. I think that is what it is.
Senator FULBRIGHT. That is what I thought.
In 1956, according to the Agriculture Department, Mexico was a

sugar importer, is that right?
Mr. C1 IAP A . No.
Senator FULBRIGHT. Are you sure?,
Mr. CHAPA-,. I am positive.
Senator FULBRIOGT. Did she have a surplus ?*
M1r. CI ,r3N . She was shipping on the world market.
Senator FULBR lT. Do you kne how nmuchf
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Mr. CHAPMAN. I don't have the figures before me, Senator, but I
would like to supply that for you for the record.

('he following was later received for the record:)

Mc.rco-E.rpor1s, Imports, and surplus, 1955 to 1961
[Thouganci short tons, raw value]

Calendar year Exports Imports Net exports Surlus endof year

1955 ............................................ 87. 7 0 87. 7 2315
195 1 .......................................... 37.5 34.4 3. 1 110.9
1957 ............................................ 103.3 1& 1 8. 2 208 0
1958 ------------------------------------------ 20 2 0 20 2 275 2M99 ............................................ 148.0 0 148.0 Wa 9

1960 ............................................ N . 0 0. 7 487.8
1961 ............................................ 672.7 0 672.7 180.0

'1958 production substantially reduced by natural disasters: hurricane, floods, and drought.
Source: International Sugar Council Statistical Bulletins, vol. 19, No. 1; vol 21, No. 4.

Senator FULBRIGHT. Well; between 1956 and 1959 was the produc-
tion of sugar in Mexico increased?

Mr. Cl[AP AN. Slightly
Senator FULBRIOIIT. Iell, according to the Department of Agri-

culture in 1956 it was 900,000 tons and rose to 1,731,000 in 1959.
Do you call that. slightly ?
Mr. CHAPHAN. Well, 1 say slightly when you have got to consider

the growth factor of their own market.
Senator FULBRIGJT. It doubled?
Mr. CmAPMLw. For their own market, too.
Senator FULDRIowT. But was this not in response to the possibility

of getting into this market.?
Mr. CHAPMtN. I don't think that was necessarily in response to

this market, Senator.
Senator FULBRIGHT. Wasn't part, of your duties, and I, of courV

now I have great respect for you, but I am interested in the economics
of the sugar bill, I don't care what you get.

Mr. CHAPMAN. That is right..
Senator FULBRIOHT. But just as an illustration of the way it works.

You were employed to obtain a higher quota?
Mr. CHAPMAN. That is right.
Senator FuLBiRinIT. According to the Department of Agriculture,

I wouldn't say they are always correct, but they have some vague
idea of these things.

Mr. CHAPMAN. Oh, yes.
Senator FULBRIGHT. The production rose from 900,000 tons to

1,731,000 tons in those 3 years and this was while you were endeavor-
in to get r, bigger share of the American market; isn't that correct?

Mr. CHAPMAN. Most. of that, increase was before Cuba was ever out
of the market, Senator.

Senator FULBIRIGHT. But it was your purpose, and the reason they
hired you, which is perfectly legitimate to get, I believe in your orig-
inal contract it stated that it was your purpose to get, 2 percent. of all
U.S. sutl-r consumption.

Mr. 6iIAPMAN. That is what we asked for.
Senator FULBIGHIT. That is right.
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Mr. CHAPMAN. We asked for it.
Senator FULBROHT. That was your objective; it is perfectlylegitimatte.
Afr. CHAPMAN. Sure, that is right.
Senator FULBRIGHIT. I only wanted to show that what happens

here under the operations of this act is that Mexico is not doing a thing
different from others and you are not either, but the economics of this
and with this prospect of this enormous handout from the American
Treasury this puts an irresistible pressure upon all of these countries
to do just what you have done, which is to increase their quota, and
it also has increased their production, almost doubled it., within this
short period, isn't that true i

Mr. CHAPMAN. Well, it was primarily to help their own economy.
Senator FULBRIOHT. Sure.
Mr. CHAPMAN. Increase it.
Senator FUIBRIOHT. I don't question that at all. I am only trying

to get the facts of the way.
Mr. C11AP.M1AN.. That is right.
Senator FUIBRIGHT. This bill operates.
Mr. CHAPMAN. That is right.
Senator FULIBRIGHT. But this kind of method which is quite differ-

ent from any other agricultural commodity.
Mr. CHAP-MAN. I agree with you. It is different from any other.
Senator FULBRIGHT. Sure it is. So with this vast increase, nearly

double, you were prepared whei the Cuban thing broke to supply the
market..

Mr. CHAPM31AN. That is right, they had over 500,000 surplus stored
at that time.

Senator FULBRIGHT. However, as I say, the Department of Agri-
culture, according to my information, said that before 1956, Mexico
was not a-substantial exporter.

In fact, it says it was a sugar importer.
Mr. CHAP3AN. That is correct, but not importer. They were not.
Senator FULBRIGHT. Not an exporter?
Mr. CHAP31AN. No.
Senator FUiBROHT. So as a result of the operations of this bill we

have there created, increased and created both there as we have at,
home an artificial industry dependent upon this premium price at the
taxpayer's expense and that is about it, isn't it?

T. CHAPM!AN. Senator, let me put it in what I think is proper per-
spetive on how you discussit.

Here the United States was depending on one principal supplier,
Cuba, for almost half of its needs, sugar needs. I think it is per-
fectly sound and safe policy for the U~nited States to say we will
purchase and divide our neels for sugar among many of our South-
ern friends, rather than just to depend upon one country as we have
been doing in Cuba.

Senator FUL.BRIHT. The administration's bill is to throw this mar-
ket open and depend on anybody that can produce it at the lowest
price, that makes the whole world available as a possible market,
doesn't it?

Mr. CAPMANX. Well, Senator, I can understand exactly what you
are saying because I lived through that during the twenties and the
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thirties when I saw the sugar industry of Colorado go completely
into chaos and had it not been for the great ingenuity of a man like
Frank Kemp, they would never have saved the industry.

Senator FULBRIGHT. The same thing was true with the cotton prob-
lem when it went to 5 cents but we never solved the cotton problem
like we do with the sugar bill.

My only question is why don't we do it by assisting it in the same
way that cotton, tobacco, wheat and rice are done?

Mr. CHAPMAN. Well, Senator, this bill has worked so well over the
years, I just don't see how you can compare it.

Senator FULBPrOHT. Worked well for whom ? Mexico?
Mr. CHAPMAN. For the supplier and the consumers.
Senator FULBRIGHT. And for you, it has worked well for you, I can

understand your interest in it.
Mr. CHAPMAN. Oh, yes, I have an interest, but. Senator, there is

another interest I have in this.
Senator FULBOnT. You have indicated an interest.
Mr. CHAPMAN. I have another interest in this. I have to give you

a little history. I happened to work with Senator Costigan who wrote
and drafted this original bill in 1933, I spent many hours with him
working on this bill to try to establish a bill that would stabilize the
sugar market and sugar industry of the United States, and the man
in this city who knows more about these details and the purposes of
the original bill is Dr. Bernhardt who is here today, who worked with
Senator Costigan the Secretary of Agriculture ii trying to develop
a bill that would stabilize the sugar industry of the United States and
at a reasonable price. It was through his own ingenuity and Marvin
Jones, Congressman Jones from Texas who worked out the plan on
these incentives for the small payment, processing tax payment, on it.

Senator FULBRIOIT. This bill was really modeled after the NRA,
wasn't it, during a period of extreme depression in this country ? It
had many of the same aspects of the NRA. The NRA was declared
unconstitutional and thrown out, wasn't it?

Mr. CHAPMAN. NRA had quite a different basis, Senator, from this.
Senator FULBRIGHT. Generally speaking, they were identical.
Mr. CHAPMAN. I think their desire was the same but in method of

operation they did not work. But this bill has worked and I think it
has worked to the benefit of the industry at home and to the benefit
of the suppliers abroad whom we have to get sugar from.

Senator FULBRIOHT. You wouldn't say it has benefited the con-
sumers and taxpayers, would you?

Mr. CHAPMAN. Let's examine that.
It has benefited the consumer and taxpayer to this extent. They

have had a stable market within a very fraction of a marginal fluctua-
tion of a price and that is worth an awful lot to a consumer and to
the other people. I know-

Senator FUrUOHT. Not if that is--not if that price is as high as,
for example, in Mexico. Is it not true the retail price in Mexico to-
day, is twice as much in the United States as it is in MexicoI

Mr. CHAPMAN. I am sure it is.
Senator FULBRxOHT. What is the benefit of having an excessively

high stable market?
Mr. CnApMAN. The value is getting your supplies when you need

it. If you throw this open to the world market, Senator, I am con-
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minced in my own experience with this you are going to see a com-
pletely devastated domestic industry, the sugar industry, forgetting
Mexico.

Senator FULBRIUHT. Why couldn't we protect it the same way we
do other domestic industries if they need it?

Mr. CHAPMAN. Well, that is something for Congress to talk about
to see if they want to do it. This has worked so well and I think at a
minimum cost.

Senator FULBRIOHT. Did you say to the Agriculture Committee in
the House, and I quote, I want to know whether this is a correct quote
or not-

The executive branch should be Insulated against these pressures-

that is from the lobbyists--
by allowing the Congress to allocate quotas among the foreign suppliers as it
always has done in the past.

Mr. CHAPMAN. That sounds like what I have said, it is.
Senator FULBRIOIIT. You say it is?
Mr. CHAPMAN. I believe that.
Senator FutLIRIOlT. Why do you say that ?
Mr. CHIAEMAN. I say it for this reason. I think it is much more

stable for the couut ries that you are going to get your supplies from to
have a basic law to set exactly how much they atre going to get for the
next 3 or 4 years, rather thailn to have an administrative change
overnight over within 1 year. Y/ou go to your departments, your vari-
ous departments and voi get an administrative decision. It may be
for 1 year or it may be for 6 months. You don't. know how long you
will get it. But if you get a basic law then yon have got a chance
to develop your indlIStry on the basis of what Congress says you can
do.

Senator FuLBRIOJIT. Well, the implications from this is that. the
members of the House Committee on Agriculture are more immune
from pressure from lobbyists than the executive branch.

Is that what you mean?
M[r. CHAPMAN. Senator, I don't think anyone is immune from people

contacting you and asking you about discussing the merits of anything
that they think is justifiable.

I don't think anyone is immune from it. I didn't find that I was
immune when I was in the Department.

Senator FULBRIGirr. Well, it is much more profitable to be on the
other side than it is in the Department in any case, isn't it?

Mr. CIIA.MAN. Well, not always. Not always, sir.
Senator FULBRIOHT. I don't ha'e any more questions.
That is all.
The CHAIRMAN. Any further questions?

, Thank you very much, Mr. Chapman.
. Senator McCARrnY. I have just. one question.

I would like the comment of Mr. Chapman as to the bearing of the
sugar program on tho balance of payments and flight of gold, with
reference to some of the statements that have been made to the effect
that if we adopted the global quota idea that the balance-of-payments
situation might be improved and the flight of gold be discouraged.

Do you have an opinion on that general problem ?
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Mr. CHAPMAN. As to whether the flight of gold would be precipi-
tated more by this method I

Senator MCCARTHY. Well, the general question of the balance of
payments would be improved or whether that would tend to dete-
riorate.

Mr. CHAPHAN. Well now, let me read you a little memorandum I
have here separate from my statement that I prepared on the basis
of this balance of payments on the global quota basis and the present
basis.

Senator, I have here this prepared statement on this point and I
want to read it to you, because it will give you an idea of what I
think is correct. I may be wrong, and when I say I may be wrong I
want-I don't have to tell you, I enjoyed this morning s session to see
such a distinguished body of men have so many different points of
view and yet understand you had to work to get something out and I
was enjoying it this morning to see this debate between the coin-
mittee here on these points of view and it is wonderful when people
can have a different point of view; even if they differ with their
friend., you have to give at least credit for honest conviction of
peoPle.

Now, in understanding the extent to which the global quota plan
would contribute to the solution of our balance-of-payments problem,
we must keep firmly in mind the fact that three items are involved:

First, you must consider the exact. amount by which the scheme
would reduce our payments to foreign countries.

It seems to me that the administration has overestimated this.
Second, you must consider the amount by which foreign countries

will be forced to reduce their purchases from the United States because
of their reduced income from sugar.

It seems to me that this has not been considered at all.
Third, you must consider the extent to which U.S. foreign assistance

would be increased in order to make up for the reduced income of
sugar-producing countries. I think that when all of these factors
are considered any fairminded person would have to conclude that
the possible balance-of-payments benefits have been grossly over-
estimated while the danger of creating further balance-of-payments
difficulties has not been even mentioned.

But you should not accept my word on this matter any more than
you should accept someone else's. Instead let us look at the facts.

First, let us consider the amount by which our payments to foreign
countries would be reduced by the global quota plan.

The administration has estimated $180 million.
But if we analyze this figure we find it equals the total tonnage

imported in 1961 multiplied by the average difference between the
world and the U.S. prices for that year.

What you have not been told is that in that year the difference be.
tween the world price and the U.S. price was higher than any year
since World War II.

That, in fact, in most years the difference is much less than that
and in some years the average world market price is higher than
the U.S. price.

Thus in the years 1948, 1949, and 1957 the difference was negligible,
and in each such year less than $15 million, not $180 million, would
have been saved.
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Moreover, in 1950, the world market price was higher than the
price in the United States, and so the global quota scheme would
have cost the United States about $1 million that year.

But in 1951, the loss would have been even greater amounting to
about $40 million.

Thus, it can be seen that in some years the global quota plan might
effect a reduction in payments amounting to as much as $180 million.

In most years a much smaller reduction would be realized and in
some years we would even suffer a loss.

The important point here is that it is no more accurate for some-
one else to tell you that the scheme would save $180 million than it
would be for me to say that it would save less than $5 million.

Now, let us look at the extent to which the U.S. exports might be
reduced as the result of the decreased purchasing power of sugar
ex rting countries.

Leot us assume, for example, that the global quota scheme is put
into effect and that in 1964 this results in the reduction of payments
to foreign producers of $50 million.

Let us also assume in order to simplify the problem, that all of
this loss of income was suffered by Mexico, which is the country I
know best.

Obviously, if Mexico's income were reduced by $50 million it would
have to reduce its expenditures abroad by the same amount.

Since 80 percent of its total expenditures abroad are made in the
United States, its purchases from the United States would have to be
reduced by 80 percent of $50 million, or $40 million.

Thus under the facts assumed, the global quota plan would cause a
reduction of $50 million in the amount paid to foreign countries, and
a reduction of $40 million in the amount earned through exports to
those countries resulting from this reduction.

Does that answer your question on that point I
Senator McCAmy. It is a response to my question in any case.
Do you have an opinion as to what countries would really supply

sugar to us if we were to proceed under the global quota and without
specific allocations? Would sugar come from essentially the same
countries that are now covered in the House bill ?

Mr. CHAPMAN. If it were thrown open to global quotas without
any incentive payments, I suppose you would get it partly, mostly,
from the same ones. But your problem would be the price fluctuation
in the market.

That would absolutely destroy any stability in the market, if you
threw it open that way.

Senator MCCARTHY. The proportions taken by the countries listed
here for allocations would be different, but the suppliers would be es.
sentially the same countries, would they not ?

Mr. CHAPMAN. But they would have difficulty in supplying at a
world price in most cases.

Senator McCARTY. Is there any pattern or do you think it is pos-
sible to develop any with regard to the wages that are paid the sugar
workers in making these allocations? This would be in keeping, I
think, with the general purposes of the Alliance for Progress. It
would, at least indicate a concern on the part of this committee over
the point which has been made time and time again against our for-
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eign aid programs, namely, that we do not get through and help the
people who are most seriously in need.

What is the situation with regard to-you gave some figures about
the number of small farms involved in sugar production in Mexico.

Do you have any statistics as to, say, hourly or weekly or annual
income of sugar workers?

Mr. CHAIRMAN. Yes, I have, Senator. I have some information
on that.

Let me say that I do not know whether this was distributed or not.
It carries a very brief analysis there of how the dollar is divided up
that goes to Mexico, and this only applies to Mexico.

It shows you that 48 percent of this goes to the cane growers In
Mexico the cane grower is a little man who owns approximately an
average of 9 acres of ground, and he produces that himself.

Under the law of Mexico that cane producer, the litle man who owns
the land, gets 50 percent of the net income from the sale of sugar after
the cost of the distribution of sales is taken out. He gets 50 percent.
It has to go to him. Then you have got your sugar mill workers.

If you want to know about the cost of the sugar mill workers-the
rice you pay for labor-it varies on a basis depending upon the skills
simply the same as it does here.

But, bear this one thing in mind. A labor contract in Mexico car-
ries the weight of law when it is once signed and, therefore, if they
have signed, this union has signed, a contract for 2 years, it will be up
for renegotiation again this year, and the labor man in that case, and
when I say the labor man I'm trying to distinguish between the little
growers-the labor man in the mill is paid an average daily wage of
$1.64 a day to $10 a day, varying with the skills to which he is assigned.
I think the average is $3.20 a day. That is what it averages out on
the millworkers.

Senator McCARTHY. Am I to conclude that at least 50 percent of
the subsidy we pay will go to the small grower ?

Mr. CHAm.. Oh, yes.
Senator MCARTHY. Because lie receives 50 percent of the sugar

distribution dollarI
Mr. CHAPMAN. You see, you have 83,000 growers who own this

average 9 acres that I talk about; 50 percent of all of this under the
law has to go to them.

Senator MCARmY. Do you know whether there is available any
place a comparative report which would give comparisons of the size
of the holdings in the various countries to which quotas are being allo-
cated? Is this included in your report?

Mr. CHAPMAN. I do not have the statistics of the various countries
on landholdings, Senator. Some countries have specific land laws that
limit the numbe r of acres, and I do not know, I do not have any statis-
tics that could justify my answering that directly.

Mexico is the only one that I know which has as good a distribution
of land as this from the little farmers point of view.

Other countries, some of the other countries, have some land dis-
tribution and small acreage

Senator McC~ArrHY. Thank you.
Senator Douois. Would the Senator yield ?
Senator McCAZOsY. Yes.

5501---..--41
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Senator DovoLAs. I have been collecting figures on this subject for
the last. year. I think it is true that the distribution of landholdings
in Mexico is wider than in almost any other Latin American country.

A study in 1961 showed that 66 percent of the total production came
from farms with less than 7 acres planted, and the average holding,
as Mr. Chapman has said, of the cane growers is less than 10 acres.

But there is a question, I think, on the wages of the fieldhands on
the larger acreage.

I collected figures on that, and I would like to check them with Mr.
Chapman. The figures which I have show that the wages for field-
hands that would apply in the larger plantations ranged in 1959 from
96 cents a day to $1.60, and assuming an 8-hour day, that would be
from 12 to 20 cents an hour, and this was unchanged in 1960 and
unchanged in 1961.

So far as the field hands were concerned-and I grant that they
would be on a minority of the land-reallocation of the Cuban quota
in favor of Mexico did not help them, however much it may have
helped the small independent growers or however much it may have
helped the collectives.

Would you wish to comment on that?
Mr. OlP,1e.. Yes, Senator. I would like to, first, give vou a

slightly different basis for your assumptions.
The first is that there aie no large landholdings in Mexico. There

are no land-producing places in Mexico that have any large holdings.
Even the mills themselves are not allowed to have landholdings to
produce sugarcane. It is only to the small-

Senator Douts. The maximum landholding is 300 hectares, is it
not, or 740 acres?

Mr. CH.APMAN. I think that is correct. But there are very few of
those.

Senator DouGLAS.. I put these in for what they are worth.
Mr. C1APM.%iN. That is correct.
Senator DorarAs. Mr. Chairman, if I might. ask another ques-

tion-
Mr. C ll.utA.N. May I answer one further question?
You raised the question about the labor of the hands. Now, the

question that I answered a moment, ago to Senator McCarthy was
that they are paid a minimum of $1.64 a day.

Senator DouGL.As. That, is in the mills.
Mr. CH1AP.1AN. Both the canecutters, too: that is, the canecutiers,

both of them. I did not say that when I said that to him. I missed
that point, and that averages up to total of $3.20 a day.

Senator DouGLAs. Yes.
Mr. CHAPMAN. As I told you, the contract, they have to renew this

contract every 2 years and renegotiate these prices.
Senator DOUoLAS. There is one further question I would like to

ask, dealing with the windfall profits of 1961.
Mr. CHA,\PM[A~N. Yes.
Senator DOUOLAS. We suspended the purchase of sugar from Cuba

in 1960.
Mr. CHAPMAN. That is right.
Senator DouoLAs. And immediately in the latter months of 1960

and the early months of 1961 began to make good the Cuban deficit by
)urchasing from other countries.
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The figures which I have obtained from the Department of Agri-
culture and the State Department indicate that in 1961 while the
quota for Mexico was only 95,000 tons, that the nonquota purchases
nunonnted to 589,591.

Mr. CJHA.rM.U. That is correct.
Senator DoUOLAS. That is approximately correct?
Mr. CH..%A,%-. That is correct, sir.
Senator Dou-oLAS. Of course, this was sugar that had been produced

in the past obviously, and had been stored.
Mr. CHAPIAr[A. They had over a half million surplus in storage,

Senator.
Senator DOUOLAS. Now, then, they received a bonus above previous

prices, according to my figures, of 24 5%00 cents per pound, or $49 a
lon, and this on almost, 600,000 tons would come to just, a little short
of $30 million.

Mr. CHPMA '. Yes.
Senator DOUJOLA S. This was a windfall which was given to those

who held sugar in storage. I am not making any moral judgment on
this, but. I just, want. to point out that it. was highly fortunate for the
recipients.

Mr. Ci.\r. x. Senator, I get ail impression in your question that
because it was stored as a reserve that the growers did not get it. But,
the growers got. their 50 percent of this even though it had been in
storage.

Senator DoTToj.%s. Well, hadn't they been already paid?
'Mr. CH.\PMrAN. No, that is paid-hey get it. any how. They get,

50 percent of the net; when you deduct the sales costs, they get 50
percent. I am talking of these 83,000 growers.

Senator Doo,.%s. You mean when the sugar is paid for, or is it. ap-
praised at the market price at the time the sugar is stored ?.

Mr. CH1APMAN. No. The sugar, when it is stored like that and
kept in reserve, each of those farmers gets his receipt the same as you
would in a warehouse, and when it is sold he gets his share of that just
like the others.

Senator DoUo, As. So that the growers got $15 million of this, and
the others, what would this be, the mills, who would these be, the mills
and the wholesalers, the exporters would get the other $15 million?

Mr. CHAPMtA.-. The mills and the producers and the workers in the
fields. It is all divided up on a work-cost basis.

Senator DouwiAs. I mean the sugar has been produced, the proess-
ing has been carried out, it is stored.

Mr1'. Cm,,,rAN. . Yes.
Senator DoU0A.ms. And now you aire saving it is applied retroac-

tively to the pirlucers, they get, half of tlis, and then the other half
must go to the mills?

fr. CiKA%MFA-. And to all other costs.
Senator DoV'OLAs. And wholesalers and exporters?
Mr. CAwLbMAN. And all other costs involved in transportation and

everything.
Senator DouolAs. That is not involved in this really because this

is really the difference between the world market price and the domes-
tie price; if this sugar had been sold on the world market, transporta-
-tion costs would be comparatively more anyway.
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Mr. CHAPMAN. Well, if you look on this page, I think it is the third
page of this little booklet, you will see how it is broken down on a
percentage wage basis.

Senator DOUGLAS. I want to say I think the agrarian reform in
Mexico has gone further than in any other foreign country, and I
have always thought the Mexican Government deserved a great deal
of credit for this. But I simply want to point out the extraordinarily
generous treatment which we have given to the Latin American
countries.

My figures are correct, if I may turn to another country-and I think
the representatives of Peru are here--Peru in 1960 not only had a quota
of 121,000 tons but nonquota of 514,870 tons, and this after $49 a ton
amounted to a windfall of about $25 million. I do not think that Peru
has an agrarian distribution law comparable in any res ect to Mexico,
and when the representatives of Peru take the stand, V presume this
afternoon, Mr. Chairman, this would be one of the questions that I
should like to ask them and I will throw this out so they may be pre-
pared in advance to deal with it.

But the point I want to make is this, that when we redistributed
the Cuban quota, we gave an enormous bonus to these Latin American
countries.

Mr. CHAPMAN. Oh, yes.
Senator Doarvos. But this did not develop any gratitude on their

part toward the United States. It merely increased their appetite and
their rapacity for more, even though they were told that this was only
temporary. Now they are coming in and claiming that this should be
permanent. I am not criticizing you, Mr. Chapman, in the slightest.

Mr. CHAPMAN. Mexico has not.
Senator DourLAs. You have a better claim than any other, but in de-

fense of the American consumer I want to point these things out.
Mr. CHAPMAN. I want to point out to you that Mexica is not asking

that the Cuban quota be made permanent in any of my testimony.
Senator DOUGLAS. No. But, look, what is Mexico getting?
Mr. CHAPMAN. 150,000 tons on the so-called temporary.
Senator DoUGLAS. Under the House bill 200,000, is it not?
Mr. CHAPMAN. 200,000 of that would be basic quota and permanent.
Senator DOuGLAs. That isan increase in itself.
Mr. CHAPMAN. Oh, yes.
Senator DoUoLAs. And then there is an increase in the basic. Once

you get that increase in the basic of 150,000 tons for 5 years-for 5
years, let me repeat-aren't we going to build up vested interests, and
when we come to the renewal of this act 5 years from now, will not,
either you or your successor as a representative of Mexico, say, "Now,
you encouraged us for 7 yeans, you cannot take this away from us."
Isn't that, trueI

.Mr. CHAPMAN. Senator, what I have advocated for, and I advocate
here again, is this law should be reviewed every so often for the purpose
of redistributing these quotas.

Senator DouoLs. But once you build up-you see, we are in trouble
now for 2 years when we have folloived this temporary policy and
everyone is saying, "You have done it for 2 years; you cannot let us
down."

Now, the proposal is to renew it ;or 5 years more, or for a total of
7 years, and we are having trouble enough now to get this changed.
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Look at the number of people in this room. We are having trouble
enough now to get it changed. Can you picture what we will have5 years from now?

M fr. CHAPMAN. But you need-
Senator DOUGLAS. Mr. Chapman, last year when the Finance Com-

mittee by unanimous vote recommended that this bonus for foreign
producers be removed-

Mr. CHAPMAN. Yes.
Senator DOUGLAS (continuing). By a unanimous vote, which is al-

most unheard of in this Finance Committee-everyone voted for it-
we went out on the floor and we thought-

Senator MoRToN. It hurt me to vote with you, but I did. (Laugh-
ter.]

Senator DOUGLAS. We went out on the floor and we were beaten.
We were beaten in part by the fact that the State Department, under
the influence of Mr. Mann, who is now the Ambassador to Mexico,
opposed us; but we were also beaten by the pressure of the foreign
sugar producers, and it is literally true-and we kept some account
of the arrivals in National Airport,-it is literally true that the business
of Pan American Airways increased enormously when people flew up
from Latin .Anerica. They descended upon Washington as locusts,
as the 17-year locusts. [Laughter.]

Mr. CHAPMAN. Senator, let us increase that so they come more
often.

Senator DouoLAs. You were already here.
Mr. CHAPMAN. Let us have them come more often because we like

them. Don't wait 17 years.
The CHAIRMAN. Thank you very much, Mr. Chapman.
Senator FULBRIGIT. Mr. Chairman, is the Senator through?
Senator DouGLAs. Yes.
Senator FULBRIOHT. Just one question.
You were speaking about the House, Congress, being under pressure.

You will admit that as a former distinguished member of the Cabinet
that the primary responsibility for foreign policy wider the Constitu-
tion and by practices in the executive, in the President, is it not?

Mr. CHAPMAN. That is right.
Senator FVLBRIOHT. You would not be advocating that the House

Committee on Agriculture take over that function, would you, sir?
Mr. CHAP.AN. Not at all.
Senator FULBRIGHT. Isn't it true, along the lines of the questions of

the Senator from Illinois, that the policy of this country, foreign
policy, is to bring Cuba back into the free world and to rid it of the
Communist dictatorship; is that not so?

Mr. CHAPMAN. It ought to be, if it is not their policy.
Senator FtLBMIGIT. Do you have any doubt about it?
Mr. CHAPM AN. Not at al. I think it is.
Senator FULBRIGHT. Now, in following this bill and giving Mexico,

one of its strong neighbors, and other neighbors there, these vested
interests in it, in the Cuban sugar, aren't you building'an almost in-
penetrable wall against any such movement? Every one of these
sugar producers will oppose and do everything they can to keep Castro
in power, wouldn't they I You know they wil, don't you?

Mr. CHAPMAN. Let me give you a ful answer to that-lot me give
you a full answer to that. Castro has been able to use this sugar
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quota thing against the United States from the day lie came in. One
of his first public announcements he said that (uba is nothing but
a sugar colony of the United States, and that we in the United States
were dependent for over 55 percent, at least 50 percent, upon the pro-
duction of sugar in Cuba., one little country alone, for our supply of
sugar to this country.

7 advocated in 1955 in my testimony that this is not sound for
America. I think you should divide this sugar source of supply with
the other Latin American friends who need our help as well as the
country of Cuba.

Senator FULBRIOJIT. That is not responsive to my question. The
question is that every one of these countries that is dividing this up
has a vested interest against the return of the Cuban quota.

Mr. ChAPMAN. I donot think so, Senator.
Senator FULBRIOIIT. Co1ie ow.
Mr. (01nArPAx. Actually, they are going to benefit fiom it.
Senator tULBRIGiT. Of course. Do you think they would give up,

what, was it, $30 million a year premium in order to get rid of Castro?
Mr. CHAPMAN. It is just like accusing the munitions makers for

benefiting from war, and that he wants to encourage it. I do not think
that is a good comparison here because I think these countries have
their own interests to try to protect it just like the industry of the
United States.

I think this bill is good for the United States, and all I am asking
for is to give Mexico a reaonable break out of the quota of the part
you have to buy from other countries.

Senator FULBRIOJIT. Dont you think because of the President's re-
slonsibility in foreign policy that he has made this point-the ad-
ministration has-that this consideration ought to be given by this
committee and the Congress; the President-that is, the adiniiiistra-
tion-and his representatives have made this point. that this would
create an obstacle to the evenual return of Cuba to the free world?

Mr. CHAPMAN. Well, Senator, I think the friends of this adminis-
tration have a right to point out when we think they are making a
mistake, and I think they are seriously making one here.

Senator FULBRIO0HT. That is all.
The CHAIRMAN. Thank you very much.
Senator MONTON. Mr. Chairman, may I have just one question, and

I do not mean to delay it. I want to get this question ii while the
professor on economics, who is the adviser to this committee, is here.
[Laughter.]

Senator DOUGLAS. I lost that title when I went into politics.
[Laughter.]

Senator MoirroN. In any event, you still advise us. We do not often
follow your advice, but you still advise its.

You make the point., Mr. Secretary, that we would have a more
stable world market on sugar if we olhowed the philosophy of the
House bill rather than purchase on the free world market.

Now, I point out, and I studied economics, although I never got
a graduate degree and never taught, and that is why I ask this ques-
tion of my colleague here, but isn t it true that oin a free world market
on any commodity that, it is the surplus that breaks the price, if it. is
broken, and isn't it also true that if we had the ability, the freedom,

240



SUGAR ACT AMENDMENTS OF 1962 241

to buy this sugar on the fiee world market, when soft spots develop,
when tile Commiuists, through l)urchases from Cuba, were try-ing
to break the world market, if we could step in then and buy a coUl)le
of hundred thousand tons, I think we would have a more stable world
market than we would have under this limitation requiring us to go
to certain countries for sugar

Mr. (CnHAe M.N. I think, Senator, on a short-range problem for a
number of years you ael probably right. But taking it in a long range
where these various industries and the growers of sugarcane and
sugurbeets, whichever it may be, they need a planning program and
a time to determine how far they can go in their industry and what
their prospective market is; they'need a good planning program, and
I think in the long run you will find it does not work.

If you go ,a'k to 1920, during that l)eriod, Senator, the market
was ill to pieces, and the sugar Inlustry of America was almost in
chaos and we saw them go down day after (lay because somebody
would dump sugar on the American market and ruin time price of our
dolnestic sugar l)eople, and if you leave it open to free world purchases
of sugar wherever you want to, I think you are going to ruin the
domest ic industry of America.

I am serious about that and I believe it. It has nothing to do with
Mexico. I am thinking of miy own country.

Senator MORTON. Of course, that would apply to any commodity.
We have a world wheat agreement, and so forth, to try to stabilize
things in a way-

Mr. CHAPMAN. Sure.
Senator Mow.roN. Here is what has happened. You have the

British, those who are alined with the Commonwealth in here, asking
for sugar quotas really for the first time. Why? This Cuban sugar
is going to Poland, being refined, and underseling sugar in London.
T1 t. is what has happened. The Cuban sugar has displaced this
other sugar.

It seems to me if we have freedom, if the administration has the
freedom, to step in when it wants to, buy sugar where it is cheap, I
think it will be a stabilizing effect in this particular situation we find
ourselves in.

Mr. CHAPMAN. I do not think history has proven that. would be
true. I think history would prove over a long period of time that
would not be true.

You could stabilize it for one season and then the next, you would be
ruined and, in time, you will ruin the industry that, is trying to build
up its own stability in producing sugar. That is what you will do.

I think that is what I think the net result would be.
Senator DouomAs. Mr. Chairman, before we adjourn, I would like to

introduce a few summary figures and, with the permission of the chair-
man, have this comment. We have been busy through the morning
trying to find out what the total subsidy of American consumers to
the foreign and domestic producers has been since 1948, and we found
a price differential in each year as given by the Department of Agri-
culture between the world price and the domestic price, and reduced
these as to tonnage figures multiplied by total production, excluding
freight, and the total subsidies on this'basis are approximately, for
these 15 years, $4.1 billion. The present differential is, as we have
said, 2.8 cents a l)ound, $56 a ton, or close to $550 million a year.
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Assuming that this continues for 5 years under the present bill, we
will have a subsidy of $234 billion, or a total of a little less than $7
billion of the American consumers.

In view of this, I should like to make this comment: When we
tourists go out to Yellowstone Park, the guards there tell us not to
feed the bears. Now they tell us, they give this admonition, not
because feeding the bears is dangerous, but because when we stop
feeding the bears, it is very dangerous. [Laughter.]

The CHAIRMAN. Is the Senator finished? Has lie concluded?
Senator DoUOLAS. Yes.
(Mr. Chapman's prepared statement follows:)

STATEMENT OF OSCAR L. CHAPMAN, COUNSEL FOR UNION NACiONAL DE PRODUCTORES
DE AZUCAR, S.A. DE C.V. (MEXICO), ON LEoISLATio.N" To AMEND AND EXTEND THE
SI,0AR AcT or 1948, AS AMENDED

Mr. Chairman and members of the committee, my name is Oscar L. Chapman.
I am appearing here on behalf of the Association of Sugar Producers of Mexico,
which, together with the people of Mexico, has a very vital stake in the legislation
now pending before this committee. For this reason, Mr. Chairman, this oppor-
tunity to appear and make our views known is most sincerely appreciated by
the association and by the many thousands of our good friends In Mexico who
depend upon the sugar industry for their livelihood.

Before getting into the body of my statement, I would like to make some
preliminary points which may bring the remainder of my statement into sharper
focus.

1. I do not represent the Government of Mexico in this proceeding, and,
therefore, I am not authorized to state the position of that Government.
My one and only client here is the Sugar Producers Association of Mexico.

2. Mexico does not appear here asking for aid. On the contrary, as I
shall point out In greater detail later, Mexico, more than any other country,
appears here as an honest seller to discuss common price and supply prob-
lems with the representatives of its largest foreign sugar customer.

3. The Sugar Producers Association of Mexico does not wish to express
any opinion on the portion of the House bill designed to give additional
relief to the U.S. domestic producers. Nor do we wish to express any
opinion on the quota assigned to any particular foreign country, other than
Mexico. Our purpose here is to make a positive case for Mexico, not a
negative case for someone else.

Having disposed of these preliminary questions, I will. with the committee's
permission, move on to a consideration of the question of how the United States
can best procure the foreign portion of Its sugar supplies.

Mr. Chairman, I think that everyone In this room will agree that the funda-
mental purpose of any Government program relating to sugar is to provide an
adequate and regular supply at a price which is fair to both the consumer and
the producer. The Congress has frequently stated this proposition, and this
year we have heard the Departments of State and Agriculture restate it. If we
can all agree on that basic purpose, then I think that most of the problems facing
this committee can be resolved because each proposal can be tested against this
basic purpose and those that do not contribute to its accomplishment can be
discarded, while those which do can be accepted or modified to better produce
the desired result. By adopting this approach, I think it can be quite clearly
demonstrated that the global quota and premium recapture scheme, will produce
an irregular and, in some cases, an inadequate supply at an unstable price which
will be either too high for the consumer or too low for the producer.

Starting from the proposition that the sugar program should be designed to
provide an adequate and regular supply at a fair price, I would like today to
make three basic points: (1) History has made it entirely clear that in order
to have an adequate supply of certain products, Including sugar, at reasonable
prices, some action must be taken to stabilize their markets: (2) the global
quota and price recapture scheme, on the other hand. would not only produce
market Instability and, therefore, an Inadequate supply at unreasonable prices,
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but would have serious economic and political side effects as well; and (3) as
I stated in my testimony before this committee In 1955, if the United States
wishes to continue to have adequate supplies at reasonable prices, then the U.S.
Sugar Act should be continued, but the quotas should be redistributed so that
there Is no one dominant supplier.

The first point I wish to make is that markets for some products, including
sugar, must be stabilized If there is to be an adequate supply at a reasonable
price. I thought that the underlying principle of stabilizing markets for basic
commodities had been settled almost 30 years ago with the enactment of the
Jones-Costigan Act for the purpose of stabilizing sugar prices and supplies. I
thought that this principle had been reaffirmed on an international scale during
those nearly 30 years by the excution of commodity stabilization agreements for
sugar, tin, wheat, and olive oil. I thought that the economic accuracy of that
Judgment had been confirmed when In 1953 the U.N., through the FAO, issued
a report which said, "Sugar exhibits to an unusual degree the features that make
the operation of an unregulated 'free' market undesirable." I thought that the
United States continued to adhere to this policy when In the Punta del Este
Charter It agreed to help to find a "solution to the grave problem created by
excessive price fluctuations in the basic exports of Latin American coun-
tries * * *." 1 must say, I find it difficult to understand how the validity of
such a proposition can be questioned after the Congress has asserted It, the
United Nations has reasserted it, history has confirmed it, and the United
States has entered Into numerous international agreements on the basis of It.

But It appears that some people have forgotten the painful experiences which
brought the Jones-Costlgan Act Into being. Of late many emotional terms and
slogans have been used to describe various aspects of the sugar problem and
much misinformation has been circulated. Finally, a bill has been proposed
which would, in effect, eliminate country quotas and would tax away from
foreign producers the difference between the U.S. and world market prices.
Absent this proposal it would certainly be presumptuous of me to explain
to this committee why It Is necessary to stabilize the sugar market. Since
the proposal has been made, however, let me, through an abundance of caution,
state for the record why any sugar program which subjects both the buyer
and the seller to the vicissitudes of an unregulated market must inevitably
result In excessive price and supply fluctuations which are harmful to both
parties.

First, let us look at the sugar market from the standpoint of the Latin
American producer. Once a sugar grower has planted his crop he is committed
to a certain level of production. He can later adjust his output only within
narrow limits as the market price goes up or down. Since sugar exported to the
United States must, for the most part, come in in raw form. lie cannot even
store it for long periods until the price gets higher. Instead, he must guess
when he plants the cane how much sugar he can market at a reasonable price.
plant that amount and hope that his guess was right. Without the benefits of
country quotas whether or not his guess Is right depends primarily upon what
other producers and consumers do. If other producers have greatly increased
their production he may be wiped out by low prices; If they have decreased their
production, the price may rise. Thus, he Is faced with either feast or famine.

Let us look at an unregulated market from the standpoint of the consumer.
He knows that world sugar consumption has doubled since 1948 and that It is
still Increasing at the rate of 5.5 percent per year. He knows also that produc-
tion has more than kept pace with consumption In some years but has lagged
behind in others. He also knows that in the United States, the United Kingdom,
and other developed countries per capita consumption of sugar has reached a
leveling-off point, but In the underdeveloped countries per capita consumption
of sugar Is still very low and responds quickly to Increases in income. Thus he
knows that the price he must pay for his sugar not only depends on the amount
produced, but also depends, in part, on the amount by which incomes of under-
developed countries are increased. Accordingly. In an unregulated market the
supply of sugar available to the consumer and the price he must pay for it are
largely things which are beyond his control.

It was under just such an unstable system that the world price of sugar
dropped from more than 9 cen.% a pound in 1920 to a little more than 3 cents
a pound in 1921; from more than 4 cents a pound in 1923 to less than I cent a
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pound In 1932. Was it not reasonable, then. for the United States In 1934 to set
up a sugar procurement program which stabilized the flow of sugar to tile United
States? Was it not prudent under these circumstances for the U.S. Government
to insure a constant flow of sugar to the United States by establishing a rela-
tively constant price, higher than that prevailing in times of plenty, but much
lower than that prevailing during periods of scarcity? History has shown that
these Judgments were right. in the period since the Jones-Costigan Act was
passed the price of sugar in the United States has been stable and, when the
world price has risen above the U.S. price, foreign producers have continued
to ship to the United States because they wanted continued access to a stable
market.

The second point I wish to make is that the global quota and premium recap-
ture provisions would not only tend to produce greater market instability and,
therefore, would not provide an adequate supply at a reasonable price, but, also,
are economically and politically harmful both to the exporting nations and to
the United States.

The reasons put forward for proposing the global quota and prenflum recap-
ture scheme are that-

1. It would assure a constant supply;
2. It would result in a foreign exchange saving to the United States;
3. It would avoid the political problem of allocating quotas among nu-

mierous friendly countries;
4. Aid can be given more effectively by direct means than through so-

called sugar prenilunis:
5. It will be easier for ('uba to return to the U.S. market if no vested

interests are created by assignment of quotas.
Let us consider one at a thne the alleged advantages of the so-(alled global

quota and price recapture provisions. First, It Is contended that these provisions
would assure a more constant supply than the present system. This contention
assmnes two things: (1) That the present system does not assure adequate
supplies, an assumption which almost 30 years of admittedly sucessful operation
refutes, and (2) that we can assure ourselves of a more stable supply of sugar
by offering to buy at fire-sale prices rather than at regular prices, an economic
theory to which no one can reasonably subscribe. Under the circumstances it Is
understandable that the executive department witnesses merely asserted that
their plan could result in a more stable supply without trying to explain why.
The reason, of course, is that tile assertion Is patiently preposterous and cannot
be supported.

Second, it has been said that the global quota and price recapture scheme
will be less costly to the United States. It is clear, of course, that in some years
there would be a saving of foreign exchange and In other years there would be
a loss depending upon whether the world market price is higher or lower than
the present U.S. price. In his budget message the President estimated that
there would be an annual saving in the neighborhood of $180 million. But the
President's estimate Is based on 1061 figures, a year In which the U.S. price
exceeded the world price by a larger margin than any other year since World
War I. In fact, however, the differential Is normally much smaller and In
some years has been reversed. For example, far from saving foreign exchange,
the global quota and premilun recapture scheme, would have cost the United
States more than $1 million in 1950. In 1951 the loss would have been even
greater, amounting to about $40 million. If the world price were to return to
the 1920 level, the loss resulting to the United States because it did not provide
a stabilized market would be about $254 million. These figures, of course, refer
only to the Increased cost of foreign sugar. In fact, if the U.S. producers had
also raised their prices to equal the world market price, as they surely would
under the global quota scheme, the losses would have been more than twice
the amounts I have stated, or about $2.5 million in 1950, $115 million In 1951.
and $724 million If the price returned to the 1920 level. Thus, It can be seen that
under the present regulated market the United States actually gets its sugar
cheaper than other countries In some years, as well as being assured of an
adequate supply.

Third, it Is said that the global quota ahd premium recapture provisions would
avoid political problems, because the United States would no longer have to
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allocate quotas among a number of friendly countries. Certainly, if there were
no quotas then there would be no problem in allocating them. But this "prob-
lem" has never proved Insurmountable before, and In any event I submit that it
is not a problem at all, but an opportunity; an opportunity to stabilize the in-
comes of our Latin American friends; an opportunity to Increase trade with
Latin America; an opportunity to assure millions of people in Latin America of
stable employment; and an opportunity to provide ourselves with a constant
supply of sugar at reasonable prices. I wish that we had more such "problems."

Fourth, to say that aid can be more effectively given directly than through the
Sugar Act hnplies that aid is presently being given to foreign producers of sugar.
As I have already pointed out, this is not the case. The United States and
other countries which pay a higher-than-world-market price for the sugar they
import are not making a gift to the exporting countries. They simply pay for
what they get; that Is, an assured adequate supply of sugar at an economic price.

In this connection, it is frequently said that sugar dollars are paid to a few
wealthy individuals while aid dollars are given to a large number of poor people.
Those who repeat this statement obviously have never looked into the facts. In
Mexico, for example, the gross revenues from the sale of sugar are divided as
follows: 14 percent for costs of sales, 24 percent to the sugar mill, 19 percent
to the millworkers, and 43 percent to the cane growers. Of the net proceeds after
cost of sale, 50 percent must, by statute, be distributed to cane growers. And
who are the cane growers who by law must receive at least .50 percent of the net
Income from sales of sugar? Are they corporations or large wealthy landown-
ers? Certainly not. Mexico's land reform laws provide that sugarcane land
must be owned by the people who work it. Last year In 3exIco there were 83,000
owners of cane land, with an average holding of 0 acres. Does this sound like the
sugar dollar paid to Mexico goes into the wrong hands? It is hard to conceive of
an aid project which would reach down to distribute benefits on so broad a basis
to the workingman and the farmer.

Fifth and last, it is said that it will be easier for Cuba to return to the family
of free nations if quotas are abolished. This is, Indeed, a unique form of reason-
Ing. What possible difference could it make to Cuba whether it returned to the
U.S. market or not if it was to receive only the world market price for Its sugar
In any event?. Cuba can get the world market price from any one of a host of
countries. In fact, far front abolishing quotas, good U.S. sugar legislation will
provide an Incentive for Cuba to return to the U.S. market by creating a reason-
able price for sugar.

Accordingly, of the five arguments advanced in favor of the global quota and
price recapture provisions, none can withstand analysis. Moreover, the Con-
gress must consider all of the economic problems which the proposed plan would
create, Including the following:

1. It would create large fluctuations in prices;
2. It would endanger the constant supply of sugar to the United States;
3. It would do serious damage to the economies of supplying nations

because of market instability.
The economic effects of the bill under consideration are bad enough to insure

that it should not be enacted by the Congress, but consideration should also be
given to its political effects. In August of 1961, the countries of this hemisphere
met at Punta del Este, Uruguay, and drafted a charter to govern the future
actions of the signatory nations. One of the purposes of the charter was "to
find a quick and lasting solution to the grave problem created by excessive price
fluctuations in the basic exports of Latin American countries on which their
prosperity so heavily depends."

Title IV of the charter deals with basic export commodities, and in this con-
nection It states:

"National measures affecting commerce in primary products should be directed
and applied in order to:

"(2) Avoid market instability:

"Therefore:
"A. * * Importing countries should * * * be ready to support, by adequate

regulations, stabilization programs for primary products that may be agreed upon
with producing countries."
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Later on in this same title of the charter, international measures are discussed
and statements such as the following are found:

"* * * it should be considered that producing and consuming nations bear
a Joint responsibility for taking national and international steps to reduce
market instability."

In addition, our foreign aid officials have repeatedly recognized that the fluc-
tuation of a few cents per pound In the prices of basic commodities can well
have the effect of wiping out any gains that might have been made as a result
of U.S. assistance.

Against this background, the sugar-producing countries of this hemisphere
will find It difficult to understand, as I do, why the United States has suddenly
proposed sugar legislation which will create further instability in the inter-
national market. It Is even more difficult for me to understand why, when the
United States in 1960 forced Cuba to sell its sugar on the world market because
Cuba was an enemy, in 1962 it would propose to force the other Latin American
countries to sell their sugar on the world market because they are friends. It
seems to me to be a strange world where commitments are made to stabilize
commodity prices and then legislation is proposed which would create greater
Instability; where economic sanctions which have devastated the economy of
an enemy are then proposed to be imposed upon friends.

The third point I would like to call to your attention, Mr. Chairman, Is that
the best way to assure the United States of an adequate supply of sugar at fair
prices is to continue the country quota and premium price mechanism, but
redistribute quotas so that there is no one dominant supplier. It Is clear at
this point that any system which forces producers and consumers to rely
on the world market will create many problems and solve none. On the other
hand, it Is equally clear that the basic structure of the existing Sugar Act has
worked well for many years. Accordingly, it should be clear that country quotas
and the premium price must be continued as has been done in the House bill.

The interruption of sugar trade with Ouba does, however, present us with an
opportunity to amend a portion of the act which for years has cried out for
revision. Some members of this committee may recall that in the 195 hearings
I said:

-"The essential evil of the proposal of the executive establishment is that it
perpetuates a system which Ignores present-day equities and relies solely on
ancient history. Under this bill, foreign quotas are not allotted on the basis
of the needs and merits of 1955, but essentially on the basis of the quantitative
distribution of the market as It existed In 1934. Thus, no matter what has
happened in the ensuing years in terms of economic and political relations, the
lion's share of the market is reserved for the few suppliers who happened to be
there first. No matter how efficient a new producer Is, he Is substantially ex-
cluded from the U.S. market."

The same argument holds true today; the thrust of the 1962 sugar legis-
lation should be not to eliminate country quotas, but to redistribute them; to
create not one sugar bowl, but a number of sugar bowls so that never again
Is the United States required to rely on one supplier for Its sugar. Therefore,
Latin American countries other than Cuba should be given larger basic quotas
with a substantial amount, in the neighborhood of 1 million tons, reserved
for Cuba.

The redistribution of quotas among the Latin American Republics should, of
course, be made on some rational basis. But no matter what factors are con-
sidered, It is clear that Mexico should be among the major suppliers. In order
to illustrate this point, we have prepared two charts which are attached and
which we think demonstrate the validit of this contention.

BALANCE OF TRADE

Not only does equity demand a redistribution of quotas, but as the first
chart shows, so does economics. This chart shows, the total sales to the United
States, the total purchases from the United States, and the favorable or un-
favorable balance for the same Western Hemisphere countries for the last
5 years. Note that most countries have a slightly favorable or slightly'Un-
favorable balance of trade with the United Sttes, with the exception of Mexico
which over the past 5 jk&rs has had a total 'deficit of almost $2 billion,
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Not only does Mexico buy more from the United States than any other Latin
American country, but in 1961 it bought almost twice as much as all of the
other Western Hemisphere quota countries combined. It is obvious that if pur-
chases from the United States are an important consideration, then some changes
should be made in the distribution of quotas. How long can Mexico be expected
to let this situation continue? How much worse will it get if the $T0 million
which Mexico got for its sugar in 1961 is reduced to less than half that amount
In 19637

There are those who think that the deficit in Mexico's balance of trade with the
United States I made up by Mexican receipts from tourism and braceros sothat In fact Mexico has a favorable balance of payments. Nothing culd befurther from the truth. In fact Mexico's balance of payments with the United

States has been very unfavorable and had it not been for Mexican sugar sales
In the United States last year, Mexico would no doubt have had to find some
way to curtail foreign purchases, most of which are made in the United States.
Thus, not only is Mexico's balance of trade unfavorable, but so is its balance ofpayments.

PURCHASES O AOXCULTURAL COMMODITIES FROM THE UrnM STATES

A great deal of Interest has also been shown in purchases of agricultural
commodities from the United States. In order to put this information in its
proper perspective, we have, on chart 2, shown three Items of information. First,
the overall length of the line following the name of each country indicates the
total agricultural imports of that country from the United States. Second, the
first part of each line is black to indicate the amount of total agricultural
imports which are made up of cash purchases. Third, the second part of each
such line Is left white to indicate the portion of total agricultural imports from
the United States which are brought in under the U.S. foreign-aid program.

Members of both Houses of Congress have Indicated that the United States
should assign sugar quotas to those countries which purchase the most U.S.
agricultural commodities. If this factor is to be considered, then It is- important
to distinguish between imports from the United States which represent actual
commercial purchases and imports which represent gifts made by the United
States in the form of foreign assistance. For example, It would not seem to
make sense to allocate a large quota to a country merely because it had accepted
large gifts of U.S. agricultural products. Thus, the only relevant figure Is
the one representing actual commercial purchases of U.S. agricultural products.

When actual cash purchases of U.S. agricultural purchases are considered, It
Is clear that, here too, Mexico leads the list by a wide margin, purchasing more
than half again as much as the next largest purchaser. Other countries,
of course, may have larger total Imports as shown by the white line, but In
such cases a significant amount Is imported as a result of U.S. foreign assistance.

00LD FLOW

It has already been pointed out that the global quota and price recapture pro-
visions would not result in the saving of gold predicted by its proponents. Ac-
cordingly, those provisions should be rejected. The committee may, however,
wish to consider the gold flow problem in assigning quotas to foreign countries.
The gold loss problem, of course, arises because the United States buys and
gives away abroad more goods than it sells abroad. Accordingly, it is clear
that it the sugar legislation is written such that the United States obtains a
larger portion of its foreign sugar requirements from those countries which
buy most of their foreign purchases from the United States, then the Sugar
Act can contribute in an important way to stemming the flow of gold from the
United States.

In this connection, it should be noted that not only does Mexico buy more
total goods from the United States than any other Latin American country,
not only does it purchase more agricultural products for cash than any other
Latin American country, but also a larger percentage of its total foreign pur-
chases are made in the United States. For example, in 1969, the latest year
for which International statistics are available, 60 percent of the Dominican Re-
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pIbile's total foreign purchases were niade In the United States, 45l percent (if
Peru's and 84 pere nt of Draxil's. Mexieo ol the other hand purchased 7'3 lier-
cent of its total foreign purchases from the United states, the largest percentage
of any Latin Amerlcnn country.

What does this mean to the United states? It means slinply this, that if. a
Is stated by the Department of Agriculture, one of the secondary purpe s
of the Hugar Act Is to stimulate the export trade of the United States. then It
Is clear that the larger the quota assigned to Mexico, the more thlis gomll will he
aeconplished because these figures show that sugar dollars paid to Mexlco
stimulate V14. export trade much more than sugar dollars paid to tay other
country. To the extent that this Is accomplished. the gold flow from the United
States is steued because the United. States can pAY In exports rather thian
gold.

Traditional trade tics are, of course, ilportant, bil. this comnlttee inny 11ls)
wish to consider other factors such as dlstribution of sugar earnings within fhe
protlucing country, capoelty to supply, proximity asd lioast ilwrft'smsane.

If the United Htntes Is to have n prlnallml sugar bIwl, then eqillty. eonosulles.
and social Justice would dictate that Mexico should occupy thilut IpositIoli. lint
Mexico has repeatedly said that It does not want to create A monster slgar
industry whih is coinpletelkv dependent ulon tiMe U.S. market. Itather I It'-
Here that no one country sholilsl ever again become the donilmint suplier soi

sugar to tile United States. Much a policy simply breeds economic aind miolltlal
Iiroblems, not only for the |Ttnitel States but for the producing nations sits well.
For this reason Mexico has never tried to become tie only, or even til dOliinlllllt,
]Atlli Anmerlmcn country exporting sugar to the UnIlted States. Dissteid Mexic)
asks that there be n general redlstributioi of quotas among all the Western
HIemisphere countries capable of supplying sugar to tie united States.

In conclusion;, I would again like to thank this committee for the opportunity
to appear here and express tile views of the Mexican sugar Industry on this vital
legLlaton. I know that this committee appreciates ani understands the great
interest in this legislation shown by the hundreds of thousands of people in
Mexlko who depend upon the sugar industry for their livelihood.
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The CHAIRMAN. The committee will recess until 2:30.
Mr. CHAPMAN. Thank you, Mr. Chairman.
(Whereupon, at 1:05 p.m., the committee was in recess, to recon-

vene at 2: 30 p.m. the same day.)

AFTERNOON SESSION

The CHAIRAN. The connittee will come to order.
The first witness is Mr. John A. O'Donnell, Philippine Sugar

Association.
Mr. O'Donnell, come forward, sir, and sit down.
Senator DoorGAs. Mr. Chairman, before Mr. O'Donnell testifies

may I correct an unintentional error in mental arithmetic which I
made at the conclusion of this morning's session.

I pointed out that the windfall By Mexico was approximately
600,000 tons, the average windfall of about $49 a ton, andi made this
$300 million total, involving $300 million, whereas obviously it was
only $30 million, and the same scaling down should be applied to
Peru. We will correct it for the record. But since I made the state-
ment verbally I should correct it verbally now, and I ask unanimous
consent that the statement from the W. R. Grace Co. be inserted in
the record.

The CHAIRMAN. Without objection.
(The document referred to will be found at p. - of the hearings.)
The CHAIRMAN. Mr. O'Donnellf
Air. O'DONNELL. YesI
The CHAIRMAN. You may proceed.
Mr. O'DoNEULL. Thank you, sir.

STATEMENT OF JOHN A. O'DONNELL, PHILIPPINE SUGAR ASSOCI-
ATION AND NATIONAL FEDERATION OF SUGARCANE PLANTERS
OF THE PHILIPPINES

Mr. O'DoNNui.. Mr. Chairman and members of the committee, I
am John A. O'Donnell of Washington, representing the Philipphie
Sugar Association and the NationalFederaion of Sugarcane Planters
of the Philippines.

Mr. Chairman, with your permission, I would like to file my prin-
cipal statement and make a short statement thereafter.

The CHAIRMAN. The insertion will be made following your oral
presentation.

Mr. O'DoNNFL. Some further thoughts have occurred to us since
the preparation of the statement submitted, and with your permission,
Mr. Chairman and members of the committee, I shall state them.

Under the system of global quotas and the recapture of price pre-
miums, it will not be possible fqr the Philippines tofill any p of that
quota.. This has alreadY been demonstrated under the Jones-Costigan
Act of 1934 when the Philippines was allotted a quota of 15.21 percent
of the U.S. consumption which was a considerably large quantity than
the 980,000 short tons raw value stipulated in the Pilippies Inde-
pendence Act.

It is also demonstrated by the fact that the Philipines has not
ben filing its assignedl quQto of 25,000 ,-tns .nthe.Woorlfree market

85601 - l
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In the Philippine Trade Revision Act of 1955 it was specifically
stimulated that the quota of 980,000 tons provided therein is without
prejudice to any increase that may be authorized by the U.S. Congress.

In the event., therefore, that the principles of the global quota for
that part of the trade taken from the Cuban quota is adopted, as well
as the recapture of the price premiums, then in accordance with the
Philippine Trade Revision Act, the basic quota of the Philippines
should be increased from 200,000 to 300,000 tons.

It may be mentioned that last year the Philippines filled nearly
400,000 tons additional in its basic quota.

This would not only be an act of justice for the Philippines, it would
further insure availability of supplies in the U.S. market.

As already stated, the Philippines have not participated in any
share of the increased consumption, and because of the destruction
suffered in the war it could not fill its quota until 1956, and during that
time it failed to market some 7,952,499 tons to the value of approxi-
mately $1 billion.

The Philippines have not received any increase in quota since the
approval of the Sugar Act until the Cuban quota was reallocated. On
the contrary, its share of the U.S. sugar market has fallen by nearly
30 percent, from 15.41 percent to approximately 10 percent.

The Philippines are the only foreign suplAier of sugar whose ex-
clusive export market is the United States, and currently it is the
largest foreign supplier of sugar.

Thank you very much.
The CHAiR.%r.u. Are there any questions?
Thank you very much, Mr. O'Donnell.
Senator MowTox. I have a question.
How far is it from Manila to the nearest, west coast port, San

Francisco?
Mr. O'DoNNELL. About 10,000 miles.
Senator MorroN. Quite a trip, is it not?
Mr. O'DoNNELL. About 45 days; 40,45 days.
Senator MoRTON. Your concerni-you favor the House bill as against

the administration proposalI
Mr. O'DoNNELL. Yes, we do. We could not participate in any

global quotas. I just made that statement.
Senator MomroN. Yes.
Well, if we bought sugar on the world market the sugar we need to

take care of the lack of sugar, that. will take care of the loss of sugar,
from Cuba, why couldn't you participate?

Mr. O'DoNNELL. Well, because, for the reason you have mentioned,
the distance, and the Philippine production is a high-cost production.
It has been geared for the last half century to the-U.S. market, and a
special study report of the Department of Agriculture of last January,
came up with the fact that we were a high-cost producer.

Senator Mommroi. What specifically does this do for the Philippine
sugar quota in the House bill and not in the Senate bill or admimstra-
tion bill?

Mr. O'DoN )u,. Well, in the House bill it gives us 70,000 tons. It
takes us from 980,000 to 1,050,000, our basic quota, and under this tem-
porary quota we get 10 percent.

Senator MormoN. If -Mr. Castro should leave the island, and if we
should reopen diplomatic relations with Cuba, and if we should feel
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a responsibility toward the economy of Cuba, would the people of the
Philippines resent it very much if we took this 150,000 temporary
quota away from the Philippines?

Mr. O'DONNELL. I don't think so. I think they would be sorry to
lose it, but I do not think they would resent it very much, because by
the same token we have a relationship with Cula, we even have a
stronger one with the Philippines, and the Philippines sent an eco-
nomic mission here. in 1955, Senator Morton.

Senator MowRox. I remember it very well.
Mr. O'DoxNEL. The Lorrel-Langley, so-called mission, headed by

former President Lorrel of the Philippines, and Mr. Langley, a famous
publisher from New Hampshire, and they negotiated for months, and
finally came up with a revised trade agreement, and all the Philippines
got out of it was section 3 which contained the following language,
and I quote:

The establishment herein of the limitations on the amount of Philippine raw
and refined sugar that may be entered or withdrawn from warehouse to the
United States for consumption shall be without prejudice to any Increase which
the Congress of the United States might allocate to the Philippines in the future.

Now, the Philippines have taken the position that this gives ample
authority for the Congress to increase Philippine allocations, and an
implied promise that this will happen.

If you recall, the Sugar Act was up in 1956, when everybody was
pulling for quotas, every foreign country was given an increase ex-
cept the Republic of the Philippines, and you will remember further
at the time President Eisenhower signed the bill he said that "al-
though it was not feasible," and I am quoting him now he said, "it
was not feasible to give the Philippines an increase at this time, but
when the act was next considered," and that is now, "they should be
considered for an increase."

Senator MorJoN. I think we have a very particular, a very unusual,
relationship with the Philippines, and I think that is one of the rea-
sons why it has been treated a little bit differently from other coun-
tries. It is a treaty obligation to begin with, we have to maintain.

I, however, was interested this morning when the distinguished
chairman of the Foreign Relations Committee, Senator Fulbright,
who is here with us today, brought up the point, that is, the question
of whether the Congress is better qualified to deal with foreign affairs
than the constitutionally authorized person, the President of the
United States, and the point was made this morning that the Congress
was less subject to pressures than the administration.

Now, I happen to have been an Assistant Secretary of State when
this 1956 bill went through, and you speak of Mr. Langley there. I
recruited him to get hin1 and got him through and got him confirmed
to get him to wort t is treaty with you, against the objections of
all the old pros down in the State Department, I might say, because
I thought he was a hardnosed Yankee businessman who could do a
good job with some hardnosed people from over there, whom I admire
ver much.

do not see how in the world we are going to be less subject to
pressure for having those of us who are elected to office pass on these
questions than those who are appointed to office.

I could say "No" a lot easier when I was an Assistant Secretary of
State than I have ever said as a Member of the House or the Seiate.
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Mr. O'DoNNLL. I believe that.
Senator MoirroN. It is hard to say "No" when you are elected.

I think we are just getting ourselves into a hopeless bind when we
come up here and constitute ourselves as Secretaries of State, the
Secretaries of Agriculture, the Secretaries of anything else, and spell
this business out.

I think, I must say I think, even from the Philippines, where I
know the cost is higher than it is in most of these countries to produce
sugar because you have, just as Mexico, you have a better way to set
up I think you will get your share of this thing from global quotas.
I think an administration, being given the freedom to buy there, could
see that you did.

You leave it to the Congress-what happened to you in the House
of Representatives the other day when they knocked down an appro-
priation bill which had been already agreed to, as an authorization
to pay for these war damage claims ?

Mr. O'DoNVwL. That is right.
Senator Morror. The week before we asked the Philippine Gov-

ernment to help us out by sending some troops to Thailand. I do
not blame the President of the Philippines for saying, "I will send
you 60 men." I do not blame him a bit.

T think the House of Representatives was completely irresponsible
in this, and I am not discussing the merits of the issue. They were
already decided. We had authorized this appropriation, and then
they come along, and because of something, I do not know what it
was. lack of dynamic leadership, I suppose, or lack of knowledge or
intelligence, they come along and kick the Philippines. the House of
Representatives did, the same ones who passed this bill that you are
for now, and you want to get yourself in the position of being kicked
around by the Congress and not letting the man who has the consti-
tutional authority for foreign policy in this country handle this thing,
why, then, I think you are digging your own ;gave.

Mr. O'DoNNEgL. I was a member of the Philippine War Damage
Commission.

Senator MoRToN. Yes; I know you were. You served with great
distinction on it.

Mr. O'DoNNELTL Thank you.
Senator MoaoN. I think'that is something you ought.to think about,

because the House may give. you what you want in sugar, but they
sure did not give you vhat you wanted on the war damage claims.

Mr. O'DoNNrlL. You see, from a realistic standpoint, Mr. Morton,
the Philippines has an excess of 300,000 tons of sugar they would like
to supply to the U.S. market.

Senator MoriwoN. Yes. Many other countries have.
Mr. O' * N'RLT. And because of the distance that you have pointed

out, theie 't t6 f ts *that the Philippines akohave beeti geared to
the 11.. market, And all those things taken into consideration, the
Philippines has nowhere to go with this sugar. The Philippines
responded very well to the emergency situation when on July 4,.960,
we cut off the 3,200,000 quota from Cuba: like any other cotintry, she
just seized an opportunity now to exerise her rights under his treaty
the Trade Revision Act "of 1955 with which you are so familiar, alti
which she was bypassed. in 1956, aid we were very hopeful in 1956,
you remember that situation very well, I am sure.
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Now, the Phinippines sees Lere another chance to bring up that
proviso and exercise her rights under it, and that is her viewpoint.

Senator Moirrox. We do not have a more loyal ally in the whole
Orient than the Philippines. I recognize that. In fact, many of my
people from my State fought side by side with the Filipinos; the bat-
talion from Harrisburg, Ky., was in the death marlh. This touched
every family in a county of my State.

We feel a very close affinity and a desire to be helpful. But I just
do not think you are going to improve your future or your interest in
this by letting the Congress every 3, 4, or 5 years decide on where we
are going to give it.

Another Congress, especially if our mutual friend and colleague
with whom I know Senator Aulbright served in the House, Caros
Romulo, and lie is not here, if he were in Washington, they would not
have beaten that bill on the floor of the House, I would tell you that.
Ile was smart enough to get the job done, and I think you are not
serving the best interests of the economy of the Philippines or the
best interests of the people of the Philippines b just throwing this
thing into the House of Representatives and the Senate of the United
States with the question of who has got the most influence, which coun-
try has got the most influence.

Mr. O'DoNNqm. Some Members of both bodies feel the setting up
of these quotas is their prerogative.

Senator MormON. I realize they do, and I hope they change their
opinion.

Well, thank you, sir.
The CHArMANf . Any further questionsI
Senator FULBTOJIT. Mr. O'Donnell, how long have you representedthe Philippines
Mr. O'DONN;ELL. Since, if my memory serves me right, 1954 or 1955.
Senator FUL8mRIGIT. Are you registered as a foreign.agent under

the Foreign Agent Registration Act ?
Mr. O'Do0NM.N . Yes; under the Foreign Agent Act of 1938, asamended...Sato F'uiBidirr. Do you file reports?

Mr. O'DoNN l. Yes, sir.
Senator FuwiBRIr. How often f
Mr. O'DONNELL. Every 6 months.
Senator FULBRIGHT. What does your agreement with them provide?
Mr. O'DONNLL. Sir?
Senator Fuumirowr. What does your agreement with the Philippine

Sugar Association provide?
Mr. O'Do ,Nor.,. It provides $2,500 a. month, which includes every-

thing. I have a Filipino assistant, and office expenses, and so on and
so forth.

Senator FT0HT. Do you work on anything other than the sligar
bill?

Mr. O'Doz;=r. Yes. sir; general practice of law.
Senator Fuumao. What else do you work on I
Mr. O'DonwmL. I am.-you mean legislativewise?
Senator FUTRTOTIT. Yes. What other lobbying activities do yon

pe rform ?
Mr. O'zm. Nrr. T have handled elaimsq. T am ip the transportation

field.
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Senator FULBRIGIHT. Do you look after the tobacco interests?
Mr. O'Do,.NEL,. No, sir.
Senator FULBRIOIIT. Do you have anything to do with the agree-

ment on tobacco?
Mr. O'DONXrLL. No, sir.
Senator FULBRIOHT. The Philippine Government, did it not have

an embargo on the importation of American toboccoI
Mr. O'DONNELL. Not an embargo, sir. They have a law that pro-

hibited the entrance of Virginia burley leaf tobacco which President
Garcia, under another statute, found there was a shortage of such to-
bacco and he admitted a certain quantity of it into the Philippines
just before he went out of office. This was challenged by the new
administration in the courts, and the Supreme Court of the Philip-
pines held that it was within the executive authority, and this burley
leaf tobacco was admitted. It that what you have reference to?

Senator FULBRIOHT. Yes; that is right. It was an embargo by law?
Mr. O'DoNNE) LL.. Yes.
Senator FULBEIOHT. You said it was a law excluding American

tobacco?
Mr. O'DONNELL. That is right.
Senator MORTO.;. Will the Senator yield?
They finally got the tobacco in, so et us leave a dead horse sleep.
Senator FULBRIOIIT. I am not interested in tobacco going in or out.
Senator MORTON. I am.
Senator FuLBRHIIT. That is alegitimate interest.
What I was interested in were the duties of lobbyists representing

foreign governments and whether or not they file complete statements
of their activities or not..

I am merely questioning, do you really file these ?
Mr. O'DoNrxzu. Oh, yes, sir. There are very severe penalties for

failure to file.
Senator FULBPGOHT. In your last statement, as quoted to me, you

showed receipts of $16,390, and expenditures of $17,680. You must
be operating at a loss.

Mr. O'DoNNELL. Well, I had a carryover from the following year.
Senator FULBRi0oT. Those statements are very sketchy; are they

not?
Mr. O'DoNNELL. Well, that is taken right from my books. I do

not know the reason for that right off hand.
Senator FutBimoiT. In your last statement you did not itemize any

expenditures; did you?
Mr. O'DoNELL I do not recall.
Senator FULBRIOHT. Why don't you recall? You are required to

do this under the law. All people representing foreign governments
lobbying before the Congress are supposed to file itemized accounts;
are they not I

Mr. O'DoNNELL. That is right.
Senator FULBPIOHT. But most of them do not; is that correct, sir?
Mr. O'DoNNELL. I do not know of anybody that does not.
Senator FULBRIOHT. Well, you do'not. You did not file an itemized

account the last time.
Mr. O'DoNEm.L. Frankly, Senator, not to be trying to get around

anything, because I am not, my Administrative assistant takes this
riglt out of our books.
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Senator FULBRIGIuT. He files it for you?
12r. O'DONNELL. Well, he makes it up. That does not absolve me

of any liability under the law, but the point I make is whatever is on
that, on my lobbying report, is what I got and what I did.

Senator FULBRIOHT. s it true that with regard to tobacco when you
requested an increase in your quota you were then requested to allow
tobacco to come in, that this resulted from the agreement of Presi-
dent Garcia to allow the tobacco in in return for an increase in the
quota?

M[r. O'DONNELL. I do not know.
Senator FULBRIGHT. You do not know about that? You would not

know about that?
Mr. O'DoNNELL. Only what I read in the newspapers. I was not

over there. I have no personal knowledge, sir.
Senator FULBRIOHT. That is all, Mr. Chairman.
The CHAIRMAN. Thank you, Mr. O'Donnell.
(Mr. O'Donnell's prepared statement follows:)

STATEMENT OF JOHN A. O'DONNELL, EsQ., FOB THE PHILIPPINE SuOAR AssocrA.
TION AND THE NATIONAL FEDERATION OF SUGARCANE PLANTERS OF THE PHIUMI-
PINES

Mr. Chairman and members of the committee, I am John A. O'Donnell, of
Washington, representing the Philippine Sugar Association and the National
Federation of Sugarcane Planters of the Philippines.

I have testified in behalf of Philippine sugar millers and planters before the
Congress on prior occasions and specifically I read a detailed statement during
the hearings on sugar legislation in the House of Representatives last month. I
shall try not to be repetitious and to conserve the valuable time of the com-
mittee as far as possible consistent with the interests of the people in whose
behalf I appear.

I do not believe that any of the members of this committee or the Senate, for
that matter, need to be reminded of the close relationship of our country with
the Republic of the Philippines. Moreover, I am sure that there is a general
awareness among our people and their representatives in government of the
important place which the sugar industry occupies in the Philippine economy and
the dependence of that Industry upon a market in the United States. Reitera-
tion of a few salient propositions, however, may be helpful at this point.

First: The sugar trade between the United States and the Philippines goes
back for almost a century. In 1933 our sugar imports from the Philippines rep-
resented the impressive figure of 1,250,000 tons. Later, in 1937, the Philippines
acquiesced in a substantial reduction of these imports in order to accommodate
its annual output to the sugar quota system adopted by the United States.

During World War II 'the Philippines were cut off and supplied no sugar
to the United States. Although in the immediate postwar period the Philip-
pines made remarkable and praiseworthy strides in the recovery of the sugar
industry, nevertheless from 1941 to 1953 shipments of sugar to the United States
totaled a mere 4,433,501 tons out of a gross aggregate quota of 12,37,000 tons,
leaving a permanent deficit of 7,952,499 tons which resulted from circumstances
entirely beyond the control of the people of the Philippines. This deficit valued
at approximately a billion dollars was filled by foreign suppliers, principally
Cuba. Subsequently history has presented no opportunity to the Philippines to
make up for this vast loss.

Under the Philippine-United States trade treaty and by the terms of the
Sugar Act of 1948 as annual sugar quota for the Philippines of 980,000 tons
was established. This figure has remained static from 1948 to the present time
although quotas for other foreign suppliers have been substantially increased,
particularly in the 1956 amendments to the Sugar Act. At the time of signing
of these amendments into law President Eisenhower said:

"It was not considered feasible to recommend an increase in the Philippine
quota at this time. I believe, therefore, that when new amendments are being
prepared at the conclusion of the present act, consideration should be given to
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allowing the Philippines to share in increased consumption as is now provided
for other foreign countries by this bill."

Second: In 1960 the President of the United States was granted authority to
make changes in sugar imports because of the political defection of Castro's
Cuba. The President thereupon terminated Cuba sugar imports. This step
resulted in an immediate deficit in U.S. sugar requirements of about 3,200,000
tons annually. Foreign suppliers were called upon to Increase their supplies
to meet the deficit. Planters and millers in the Philippines, despite the strait-
jacket Into which their production had been fitted, responded to the extent
that they made shipments to the United States, in addition to their quota of
980.000 tons per year, 743,337 tons since July 1960.

Third: At this point may I inject a few relevant statistics.
The sugar Industry has again -assumed first place in the Philippine economy.
The present investment in the sugar industry in the Philippines is estimated

at $750 million.
Approximately 3 million people out of a population of 28 million depend on

sugar for their livelihood,
Banks, insurance companies, shipping, and manufacturing and other indus-

trial institutions largely depend upon the existence and growth of sugar.
This activity pays more taxes than any other in the Philippines and has

shown as great a degree as any in modernization techniques and social welfare
progress.

The Philippines have been and now -remain one of the best customers of the
United States. Wheat, milk, electrical apparatus, automobiles and parts, and
numerous other products have found a primary market there. During the last
10 years. from 1052 through 1961, Philippine Imports from the United States
have averaged more than $300 million annually, which represents 55.5 percent
of total -Philippine imports. The trade balance in favor of the United States
has averaged approximately $50 million yearly.

Fourth: Revisions of the Sugar Act proposed by the executive department of
the Government of the United States favor generally the abandonment of the
quota system and as to a large volume of sugar imports the immediate sur-
render of so-called premium payments and as to the basic quotas of the full-duty
countries the gradual relinquishment of the price premium structure. We aline
ourselves with those who favor the continuance of the quota system. This de-
vice was conceived almost exactly a quarter of a century ago for the practical
purpose of insuring supplies in the United States at stable prices at all times
while without any economic damage to ourselves, economic assistance was ex-
tended to other areas In the world. Moreover, the payment of U.S. premium
prices has functioned along with the quota system toward the same desirable
objectives.

Any assumptions based upon the existence of a genuine world sugar market
are fallacious. Carefully planned systems in the production, flow and acquisi-
tion of sugar supplies are commonly promulgated and maintained by govern-
ments all over the earth. It has long been recognized that it would be lm-

,possible- to guarantee a steady and adequate supply of sugar for consumers In
Great Britain, for example, as well as the United States, If there were a freely

* competititre world market or If the only reward to the producers would be the
average price commanded by the relatively small amount of sugar which is left
in - the' world after the systematic distribution of available supplies is
accomplished.

The so-called world market is simply a dumping ground for sugar supplies
which are not absorbed through quotas and systematic planning. To depend
in, the future on a world market for the greater part of the supplies which
the United States will always require may place in the hands of the determined
enemies of our economy the power to manipulate sugar supplies to the ultimate
detriment of U.S. consumers.

Fifth: Whatever generalities may be applicable to other sugar-producing areas
in the world the security of sugar supplies and the stabilization of prices on
sugar originating In the Philippines depend on fixed sugar quotas and premium
prices no part of which can be recaptured by the United States through import
fees or other devices. i

Other foreign suppliers like Mexico, Santo Domingo and Cuba before Castro
produced and sold in the world market an amount of sugar at least equal to that
exported to the United States. The Philippines since the approval of the Sugar
Act of 1037 have virtually renounced any part of the world quota because of
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their exclusive interest in the allotment of a portion of the U.S. market. The
United States has been the single and exclusive sugar market for the Philippines
und therefore the cost of production there is correspondingly geared to the
price in the United States.

The quota system has been the only (one under which the Philippine sugar
industry could and can operate and the premium payments represented by the
domestic prices in the United States represent the incentive under which sugar
production in the Philippines can be kept at a high level and the people par-
ticipating in the industry can earn living wages and be the beneficiaries of im-
proved living conditions.

The argument that a fund in the Treasury of the United States made up of
fees representing a recapture of premiums on sugar imports would be available
for assistance to foreign nations has no application to the Philippines. That
country is not comparable with those requiring the first stages of financial aid
from the United States. The Philippines more accurately come within the
reasoning of Secretary of State Dean Rusk, who said in a speech delivered
December 1, 1961, to the Conference of International Social and Economic
Development:

"The drop of a few cents in a primary commodity can, for example, in a
particular country, wipe out by several times any effect of American aid to
that particular country."

Sixth: the administration-sponsored legislation to revise the Sugar Act
proposes again to limit the quota of the Philippines to 980,000 tons, thus con-
tinuing the straitjacket restricting the sugar economy of the Philippines and
the opportunity of the United States to obtain a secure supply at stable prices
from that source. The treaty with the Philippines establishing the quota was
given due recognition but adherence to the outgrown Government position failed
to read the promises Implicit in the revised trade agreement of 1955 between
the United States and the Philippines containing the following language:

"The establishment herein of the limitations on the amount of Philippine
raw and refined sugar that may be entered, or withdrawn from warehouse, in
the United States for consumption, shall be without prejudice to any increase
which the Congress of the United States might allocate to the Philippines in
the future."

Seventh: the Sugar Act Amendments of 1962 adopted by the House of Rep-
resentatives give recognition in a measure to the needs and the deserving
position of the Philippine sugar planters, producers, and exporters. The fixed
annual quota for the Philippines has been raised to 1,050,000 short tons raw
value. Moreover, the Philippines have been included for the period ending
December 31, 1962, and the calendar year 1963 to the extent of 10 percent of
any quantity of sugar which may be authorized for purchase and importation
due to the continued absence of Cuba from the family of friendly nations.
Besides this the Philippines will be considered in connection with possible
deficits in other sugar-producing areas.

The provisions of the Sugar Act Amendments of 1962 fatorable in some
measure to the Philippines are accepted with gratitude, and it is hoped that
the ultimate law which will go Into effect after action by the Senate and
approval by the President of the United States will contain as a minimum the
provisions promising at long last a necessary improvement in the position
of Philippine sugar producers in the U.S. market.

In behalf of the worthy people whom I represent I again urge most strongly
the enactment of legislation preserving a sugar quota at U.S. domestic prices
with no provision for recapture in whole or in part of the premium above the
so-called world market price of at least 1,050,000 tons per annum for the
Philippines, a participation of at least'10 percent in added Imports due to the
termination of the Cuban quota and such other benefits as way be provided for
the Philippine sugar industry.

The people whom I represent and I personally are very grateful for the oppor-
tunity to appear before you.

The CHAIRMAN. The next witness is Mr. Charles H. Brown, South
Pacific Sugar Mills, Fiji Islands.

.Mr. Brown, take a seat, sir.



SUOAR ACT AMENDMENTS OF 1962

STATEMENT OF CHARLES H. BROWN SUGAR INDUSTRY OF FIJI

Mr. BRowN. Thank you very much, Mr. Chairman. I appreciate
this opportunity to a pear before this distinguished committee.

I am Charles H. Brown, president of a public relations firm in
Washington. I am here on behalf of the sugar industry of Fiji, a
little island country in the southwest Pacific, 2700 miles West of

During World War II Fiji supplied some 60,000 tons of sugar to
the American people here at home, and substantial quantities to men
of the U.S. Armed Forces abroad, and already this year Fiji has sup-
plied'this countrywith 5,00 ,tons of sugar.

Fiji wants to continue to suply sugar to this market for many rea-
sons, not the least of which is t at Fiji's trade with the United States
is not in balance. She purchases two to four times. as much from the
United States as we purchase from Fiji.,

She is buying 99 percent of her tobacco from us. In fact, Fiji's
per capita imports of U.S. tobacco compare favorably with America's
best customers anywhere in the world.In~~~~4 Api -ti ~ Fi J announced she will purchase 4,000 tons

In April of this F kiji
of brown rice from tn cscountrythis lear. 4

All this trade, while it is extremely small by U.S. standards, is for
cash dollars. -These are not Public Law 480 purchases.

Fiji has never sought or received any AID grants or loans from
the United States.

Fiji seeks trade from the United States, and sugar is-the only com-.
modity which she can sell to us in quantity. .

Fiji is aoknowledged- to be one of the world's efficient sugar pro-
ducing countries with the capacity, the experience, and the production
records to assure U.S. refineries the quality of raw sugar they want
when they want it.

Fiji is 3,000 miles closer to the U.S. east coast refineries than are
the Philippines and Taiwan.

Fiji can supply the United States with up to 70,000 short tons of
raw sugar annually without incurring new capital expenditures in
field or factory.

To date every U.S. dollar spent for Fiji sugar has remained in the
United States.

Mr. Chairman, this, final point which I think merits special con-
sideration: under the Anzus-Pact, the United States shares responsi-
bility for the defense of Fiji With Anzus partners, Australia and
New Weaand.-

Fiji's airstrips and ports were very- important to the United States
atid the free wo)rid ini World War I.
"Over 100,00 of our b%.y0 were stationed there, for the mounting

of the campaigns into the Solomons and so forth.
• Fijians have -fought side by side with American boys at Guadal-

canal, Bougainville, the Solomons, and other historic battlefields.
With the Unitd States deeply Committed in the Pacific and in Asia

it is my personal opinion that our own velf-interest would be served
to continue this sugar trade with Fiji because sales of raw sugar
to the United States are a simple way to help insure the economic
and political stability of thjs little islnd country which has in the
past, and may again, prove vital to freofworld security.

260
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For these reasons, and for others which are stated in the statement,

which I would like to insert at this time, Fiji hopes that you will give
serious consideration to her requk to sell sugar in the United Statei,
and she can supply up to 70,000 tons a year if she hQs the p0rti A"

The CHatMiAN. You want your statement inserted in the record I
Mr. BROWN. Yes, Mr. Chairman.
(The prepared statement of Mr. Brown follows;) -

STATEMENT flY'CHARLES H. BROWN ON BkEHALF or THE SUQuR INDUSTRY OF Fla
Mr. Chairman, tha* y op, for this opportunity to ap r het today, M name

Is Charles H. Brown; and I am here on behalf of thesgar industry of TF4i, alittle country in the South pacl e whch, i currently Tipplyng sugar to the
United States.

First, may I convey to thii distinguished committee and, t ugh you, t the
people of the IUted States Fiji's d; gratitude for the -,000ton U.S. sua
allocatlpn whiehftl .z reived in ebflr 4 ,lt of 1962. .

This allocatlott has beeu a 641age eve nt in little Fiji,'because It ts FIJi'S
first entry into this important 'iar a I1. During tlie war,
she supplied some 60,000 n sugar to the Amen ple at home and
substantial quantities to me V S. Arnied W6tes.

The 12,W independen ane farmers of FIJi have the capa and a record
of production toinsure buying up to 70,000 on tons of suga the United
States annually with t having to uidertake' e hal expendlt in either
field or faetory.

Under the n atonal,Sua ent f 1953 a d the Commo wealthSugar Agremen on sg port ave limited to 184, lon
tons; "ji0 I consunipt of 15,00 .FIJI has'v that her Ind a"her n ar am" e of
handling 280, long tons ,of Sugar a

I p t !an a'2,
West 6f Raw 1,1,800 e earth of NWZealand. ... . .

FIJI Is appr imately 8 m oser to eat coast sugar refined
than theP a0 wn.
In the wo of Pro. e d r of

4tA - dU very to the Pa We andto t t
Hawaii is th north Pacfic And to ot nican ntlnent. e
Hawaii, ii Is a onsiderable- so Cal p non a for ann-
factured goods an processed f l u t, fcifiJst by
either Skymaster o passenger ttegi o vanced aiU and
winter tourist resort.

"Just as trafl for N h America diverges at Honolulu for Van ver, Battle,
San Francisco, and Los les, so traffic for Australia and Ne e diver-
gee at Nandl and Suva. ding only Hawaii, FiJi is really the most
important island grouite c wqld as here g (South wen
Pacific," 1964 pp. 20, J, C

Tgepopulatlp of Fii was 374,284 people at the end of 198, costing of 2.4
percent varopns*; 97.0. Percent RUjIanG-Indlans, (bTlz*ee and other ftTl
races. I.,.,., ; -, .

Fla LOYAL F=IND A"I CUSTOME OF UNITED STATES_

There bave" long been- strong boada ot -fni~ndahp bpeten the tlnlte Stte
and Fiji. American GI's and FIjans have fought sidi by side In ay storic
battles-Guadaleanal, Bougainvflle, the Solomons and other in World Wat
II, Fiji became a separate Island command under the Americans, commanded by
Maj. Gen. 0. F. Thompson, and all lJi forces came under him for operation&
The port facilities of Suva were a, revrtetuaWing base for the Anzac Naval Jyorce
and for American s - cae o trying meq and 46suppes to Paclc garrisons . -

Inii 154-58 fIt eu ed. troops forSA~' 6rtiobs against th6 tristsa
In Malaya. The FIns are, loyal trefn4s and allies'of the U6ited States and
the free WOrld, .
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Fiji and the United States have enjoyed uninterrupted trade relations for
many decades. In total trade, FiJi consistently purchases two to four times as
much from the United States as the United States buys from FIJI. Naturally,
Fii's total trade is extremely small-comparable to that of a small city in the
United States; but FiJI buys all she can from us with the limited dollars she has.
Principal purchases are tobacco, aircraft supplies, lubricating oils, and photo-
graphic equipment.

Over 99 percent of the tobacco purchased by Fiji is American leaf. In fact,
FiJI's per capita finports of U.S. tobacco compare favorably with America's best
customers. All FiJI purchases from the United States are for cash dollars-no
Public Law 480 purchases.

In April of this year, Fiji signed a letter of agreement with the United States
to purchase sme 4,000 tons of brown rice from this country, for dollars. A
first shipment has already ben milled and sold by Rewa Rice Mills, Ltd., in
Nausorl, FiJI; and I am happy to report to this committee that the Fijian rice
millers are pleased, indeed, with the quality, the yield, and the consumer accept-
ance of U.S. rice In FIjl.

Under the ANZUS Pact, the United States shares responsibilty for the defense
of Fiji with ANZUS partners, Australia and NeOW Zealand. Fiji's. aiports, har-
bors, and facilities are important to the United States and the free world,ilitarily. •

And sugar Is the foundation of FiJI's economic stability. FIJI seeks trade,
not aid.
'She, has never sought or received AID grants or loans. All she asks Is a

chance tOsell some sugar In the U.S. market.I With the United States deeply committed in the Pacific and Asia, it is my hon-
est opinion, Mr. Chairman, that we must, In our own self-interest, permit FiJI to
sell sugar In the United States for this one reason, If for no other: Sales of raw
sugar to the United States will help to Insure the economic and political stability
of these Islands which have In the past and may again prove vital to free world
security.

SVOAR9 PROMOTION IN FIJI

In contrast with the system of plantation or estate farming of sugar cane pre-
dominant in most tropical countries, cane is grown in Fiji by individual risk-
taking farmers who depend on the earnings from their cane production for their
livelihood. - The Averagb holding Is about 9 acres.

lmprot'td armlu teh.i.que,
The following Improved farming techniques have beei Introduced to improve

production from existing cane lands In the last decade:
'(a) A more intensive crop rotation system (cropping each year a greater

proportion than before of the cane farmlands).
(b) New canes giving higher yields per area.
(e) Better and Wider use of fertilizers.
(d) Improved agricultural practice (for example, drainage and Improved

control of disease in cane).
There have also been major Improvements In factory teehniques and equip-

ment. (See appendix-)
The result of this Improved industry efficiency was that In the 19M9 crop year,

FIJI prbidoced a record quantity of 28,000 long tons of raw sugar from 2,447,250
tons of cane harvested..
'.The huge production In 196. m0Ant- that ailarge quantity of'sugsik (about

100.000 tons) was carried over IntO 1900 aid necessitated a rfductoh i pro-
duction to a figure consistent wit market "e!rements and appropriate stock
levels&I JO ~ t aktrqieet n prpit tc
.fl illpustrat.ed In the 199 season t4at her cane lands can produce snd the
malIs caq handle at least 280,000 'tons' of sugar--some '80,000 more tons than
present customers can regularly abiqrb at economic prices.

In making application for a baf c quota tq' supply raw sugar to the United
States, FIji 'espectfully directs yodk atWt Iu to the following considerations:.(1) Flji Is an efflcieft aid depndabl6 soureefr stigir, With the capacity,

the experience, the production records over a long period of years to assure
U.S. refineries the quality of raw sugar they want, and when they want it.
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(2) Fiji can supply the United States with up to 70,000 short tolW of
raw sugar annually without incurring new capital expenditure In field or
factory.

(8) FiJi has political stability and a long record of friendly trade rela-
tions with the United States.

(4) Since the United States already shares responsibility for the defense
of FiJi under the ANZUS Pact, it would be logical for these two countries
to continue and expand their trade relations In sugar, the commodity which
supports Fiji's whole economic structure.

In light of these factors, the sugar industry of Fiji will deeply appreciate
your serious consideration of a basic U.S. sugar quota for Fiji; and we have
every confidence that this great committee will be fair and Just In Its con-
sideration of this request.

APPNDx-J[! SUoAR INDUiTmy DATA'

(A) Area of e ae land* 1949-61
Areo Are" of

Year: e0"s l61 Year-Continued oane lani
1949 ---------------- 96,511 195 6------------------- 115, 64
1950 ---------------- :: 96,20 1957 --------------------- 128.98
1951 -------------------- 96,0e 1958 -------------------- 12880
192. .----------------- 101.2 1959 -------------------- 180, M
1953 ------------------- 104,163 1960 ----------------- 12,084
1954.---------------- 108,726 1961 ----------------- 127,841
1955 --------------- 110,854

(B ) ?Womber of oWW 0ro we @m4 average areAW oultwed 1949-61

Number o Avag arsW Number of Aer are
Year growers yew rowers la

- per rm

I O ........... 1 ...... . .................. 079
1960 .................. .9,108 10. 1987 .................. 1320 .2."................ 9 8 10.2 1o9 .................. 427 0.4

13908 9M8 1960 .................. 142706 9.0
1954.. ................ 11,48 9.2 1961 .................. 12 96 0.0
195 ................. . 1,709 9.2

_(Q) 4verage tmos "~sked per week at Pw Ma 4Si. n1949 anid .1958

Rariwal abas Lautoks P"nn

1949 11............... ........ H M61b 2k=.026

,, ,, ,......................... 78 24447 .

otb Paciffi Stm MiMi .d., record

The C HAIRmAz. Anyquestions?
Senator DOULAS. would like to ask if the FijiIlands am in-

eluded in the Commonwealth Sugar Agreement?
.M-r. BROwN. Yes; they are, Sefiator.
Senator DoUGLAs. How much sugar does Great Britain, under that

agreement, take from Fiji? ,
Mr. BRowN, Great Britain, Canada, and New ealiand take approx-:

imately 170,000 tons,.
Senator DoUoZs. At. what price? I.
Mr. BROWN. Sir.
Senator DOUOLAS. At what price per pound?
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Mr. BROWN. Well, it is approximately the U.S. price. Sales to the
United Kingdom net $90 to $110 per ton.

Senator DOUGLAS. It receives $90 a ton, which would be 41/2 cents
a OvUl1(1

-fr. BROWN. That is about right; yes, sir.
Senator DoUGLAs. The American price is 61/ cents a pound.
Mr. BROWVN. W1Vell, the American price includes the freight.
Senator DovoLs. From the West Indies, half a cent a pound, $10

a ton.
Mr. lfowx. You see, Fiji's sales to New Zealand, the freight would

not.be anything like what it is to the United States.
Senate' DOTOMAS, Exactly so.
Is it not true that the Fiji sugar primarily goes to Australia anld

New Zealand?
Mr. BROW-. Not Australia.
Senator Douoits. New Zealand.
Mr. BROWN. New Zealand, Canada and Great Britain.
Senator DOUGLAS. Is it true that the primary sales go to New Zea-

land?
•Mr. BnowN. Yes.
Senator DovortMs. New Zealand is not so far from the Fijis, is it?
Mr. BROWVN. No. But, you see here is Fiji's problem; it is very

simple. They need expanding markets. It is not much that we
are talking aout. It is, you know, 70,000 tons out of the world pic-
ture of 60 million. You can lose that much off the boat in a high
wind.

Senator DovoL.%s. Well, Mr. Brown, it, is only 10,000 tons a year,
but that is a subsidy at $56 a ton, which is a favor of up to $56 a ton
over the world prince for 5 years, or $2,500,000. You have made a
very interesting plea that it is not much. But it is really something,
you know, and not only that, but I am struck with the fact that, since
the distance between Fiji and New Zealand is not great, freight costs
cannot be appreciably more, and apparently they are asking the United
States to pay them more than the British Commonwealth will pay
them.

Do you think that we should assume greater responsibility per ton
of suga r than the great British Commonwealth ?

Mr. BRowN. Well Senator, actually when you compare the volume
that little Fiji could sell to the United States with the volume that.
she sells to Great Britain, U.S. participation in that. picture would
be relatively small. But it is an important. participation.

Now, under the Senate bill, and this I would like to present for
consideration by this distinguished, fairminded body, under the Sen-ate bill-,
- Senator Momrom. Thank you.

Mr. BRowN. I mean that. I served in the House long enough to
lknow you are. fairminded. Under the Senate bill Fiji's sales to this
country would have to move at the world price because the difference
between the so-called world price and the U.S. domestic price would
be impounded into the U.S. Treasury.

Now, the world price today is substantially below the cost of pro-
duction in Fiji, which is one of the, world's most efficient sugar.
producing countries.

, /
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Every sugar man I have heard says that the present world price
is well below the cost of production of any country in the world.

Now, if we buy sugar from Fiji at less than cost of production,
actually what, we are asking for is lower wages, in the plants, we are
asking for lower income for their family farmers, and they are family
farmers who produce that sugar in Fiji, absolutely, 13,000 of them,
with 9-acre tracts; and they all produce it independently and market
their sugar under an 8-year agreement as to what percentage of the
total proceeds they are going to get.

We will be askilng those people to accept a lower standard of living
if we tried to buy-

Senator DOUGLAS. Why should we pay more than the British
CommonwealthI

Mr. BROWN. Well, sir, that is a good question, and I think maybe
the truth in this thing might be somewhere in between some of these
proposals that have been brought forward. One of them is much
too low, and you say the other one is much too high. Actually, maybe
there should'be somie common ground found in there somewhere.

Fiji needs to sell sugar to the United States at an economic price,
not a distressed price, and that is what the world market is today.

Senator Moirro.,. Will the Senator yield?
Senator DOUGLAS. Yes.
Senator MORTON.. You say you can produce sugar as efficiently as

any country?
Nfr. BRO WN. Yes, sir.
Senator Mowro.. If you can do that, why are you afraid of having

the United States buy the Cuban quota on the world market You
would be in a wonderful position then, it. seems to me, to get the
business if you are this efficient.

Mr. BROWvN. It. is just this simple, Senator: All but 8 million tons
of sugar in the world flows through negotiated sheltered market
arrangements. Of course, you know that.

Senator MoRTON. Yes.
Mr. BROWN. That 8 million tons, known in the sugar industry as

the garbage can market, can be affected by just one little item like this:
Somebody ships a shipload, half of beef and half of sugar. They
adjust the freight rates, you know, to load it onto the beef take it off
the sugar, and in that one cargo it becomes the world price. That is
so because there are just 8 million tons flowing

What I would suggest is that if we really believe in trade agree-
ments, if we really believe in stabilizing world markets, you know,
at remunerative prices--and we signed the International Sugar Agree-
ment, this Congress ratified it-and if we believe that we are trying
to lead the world to better commodity prices, couldn't we figure out
some way where there could be a fair price for little Fiji's sugar andeverybody else's sugar U

Senator MorroN. Well, I had a little old business, too and I always
had to worry about the price of the big fellow. If [ did make a
better mousetrap at a lower price I got the big fellow's business.

You say yourself you can produce sugar as efficiently as anybody
else I suppose by that you mean at a lower cost than anybody else.

Mr. Buoww. That is right.
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Senator MoroN. If I were in your place, I would say to this coni-
mittee "Take this bill and stop it and let me get the sugar business
because I can put it out."

Mr. BRowN. Now, just a second. I heard that theory expounded
in Missouri back in the 1930's when I lived in southwest Missouri.
We cannot grow corn in southwest Missouri. When you plow a hill-
side down there, Senator Fulbright knows, you have to have one
legeshorter than the other to plow it.

Senator MovroN. We have some sections like that in Kentucky, and
they are equally Republican.

Mr. BRowx. You are right. [Laughter.]
Now, we could not produce corn, but we did, and those efficient corn

producers in north Missouri said, "You just let this price go on down
and we will run that inefficient corn producer in Misouri out."

Senator Moxroi. But you are an efficient sugar producer.
Mr. Bxowx. Just a minute. I am saying this as if I were in north

Missouri.
All right, the price got down in 7 years well below the cost of

production. We were actually burning the corn for fuel, and those
people in north Missouri said, "Why don't those inefficient fellows
get out and leave it to us efficient fellows?"

The truth is that once a price falls on a commodity, such as an
agricultural product or a minina product, it is just hader than the
very devil to get it back up; and-[ think the United States has always
beeh committed, in recent years at least, to try to promote stabilized
prices all over the world, and trying to lead the world to economic
price

Now, I believe there is a way to do that under this Stgar Act. I
would not tell you that the House bill is perfect. I would not tell you
that the administration bill is perfect. But maybe With all the brain-
power that. there is around here there can be a good bill.

Senator MoRoN. Well, you and I have both served in the most
interesting body in the United States, the Hodbe of Representatives.

Mr. BRowN. And it is a great body.
Senator MfORTON. It is.' And it is the same pay over here ind a lot

m6e work and a lot more headaches, I can assure you of that.
3Mr. BRowzr. Well, there were plenty in the House when you are

.from a Republican district. [lAughter.]
Senator Morox. You are talking ab6ut burning corn down there

in southwest Missouri.
Mr. BRow. Right.
Senator Moro. You know perfectly well, having represented so

ably the district, the southwestern Missouri district, that you got a
Rallonage from your corn just as we are getting it in Kentucky.

Whyv else did they raise it? (Laughter.)
Mr. BROWN;. Well, Senator, we don't talk about that.
Senator MomRoN. I knofw thit, but it is a fact, and I do not-I am

friendly toward the FiiIslandS and its people.
Mr. BROW. Thank you. "
Senator M rION. I know a, little about it, but I remember one day

getting dome orders in 1943 to take the first floating drydqck that had
ever been built out to the New Hebrides, ad i was in command 6f the
escort ships that took this out.
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We towed tie thing out with Liberty ships in 10 sections. Our
speed of advance was an exciting, 6 knots.

We were a sitting duck. If any submarine had found us we were
all gone. So my orders were to stay out of sight of land, and it. took
us 42 days.

The only time I knew where I was, I got a radar fix on the Fiji's
so I have a very sympathetic appreciation-that is the only time
knew where it was during the whole war, so I have a very sympathetic
feeling, toward you and your problem.

I think you have made a good case, but I think you will be better off
with your great efficient production in the Fiji Islands competing with
the world because you can really do it. 'You can do it out there, there
is no question about it.

I think you would be better off if you would just let us go on a world
quota.

Mr. BROWN. Senator, you know I deeply appreciate all those kind
re narks, and I agree with you about everything except that last part.
Let us not force these little people to compete for an uneconomic
market.

The CHAIRMAN. Senator FullbrightI
Senator FULBRIOHT. Congressman, how long have you been so

closely identified with the Fiji's?
Mr. BROWN. About 18 months, and I was out there last fall, and I

fell in love with that little country. They have quite an opportunity
and you know, we have overlooked them too long. They are pretty
vital to us.

Senator FUlERIGHT. Well, I had not been aware of that. (Laugh-
terMr. BROwN. Too many people have not, and that is what makes
ny job so hard.

Senator FumErGT. Tell me, when did you sign a contract to repre-
sent the Fiji's I

Mr. BRowz;. Well, January 25,1961.
Senator FULeaouT., How much do you get for representing the
Ar. BROWN. I get $2 000 a month, and I hope it continues.

Senator FULBRIOHT. Plus expenses?
Mr. BRowN. Yes, sir.
Senator FULzDIHT. Have you filed any reports under the Forqign

Agents" Registration Act ?
Mr. BRoww. Yes, sir, filed them regularly.
Senator FULBR GHT. Do you file your expenses together with your

income?
Mr. BRowN. Well, I turn that over to my tax accountant; and the

last report he said he filled it out the way he fills them out for all the
other people. At least we set forth every dime we spend.

Senator FuLmor. It is a fact that none of them fill out the report
as required bylaw ? .

Mr. BROwN. This is all new to me, you know, just the last year and
a half. But if it ought to be changed, change it any way you want
to, and we will meet the req uirements because we have nothing to hide.

'Senator FuLmoHT. There Is nothing wrong with the law. Xt is
just they do not abide by it.
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Have you looked at the way you have responded to that law?
Mr. BROWN. Well, I looked at it the last time it was filed, but

frankly I did not pay too much attention to it.
Senator FULBRIOHT. Do you represent anybody except the Fiji's?
Mr. BROWN. Yes, sir. I represent the National Education Asso-

ciation, I represent the Fairchild Stratos Co.
Senator FULBRIOHT. I mean any other foreign nation?
Mr. BROWN. No.
Senator FuLBRIoHT. Just the Fiji's?
Mr. BROWN. Actually, I represent the South Pacific Sugar Mills,

Ltd. of Fiji, and Colonial Sugar Refining Co. of Australia which
markets the sugar for Fiji because Fiji's sugar industry is not big
enough to handle its own international market.

Senator FummIoirT. I was curious why you thought the purchase
by Fiji of American tobacco was so important. Mhat relation does
that have to the sugar bill?

Mr. BROWN. Well, I think it has this relation: yoii know, several
members of this committee, and when I was in the House several mem-
bers talked about some way where we could get these countries from
whom we buy sugar to buy U.S. agricultural commodities, that that
would help us out.

Now, Fiji does buy an important agricultural product in tobacco,
and frankly I helped work out where Fiji would buy brown rice from
this country because that new rice mill over there could be a good solid
market for the United States, and I would like to see our rice move
in that direction.

Senator FULBRIOHT. What was the value of the tobacco that Fiji
bought last year?

Mr. BsowN. I would like to supply that for the record, I do not
have it. These are all small purchases, Senator.

This is a small country. It is about time, you know, a small city
in the United States.

(Mr. Brown later submitted the following for the record:)
Total value FIJI 1961 tobacco purchases from United States, $253,000.
Senator FULURIGHT. That is all, Mr. Chairman.
The CHAIRMAN. Any further questions?
Thank you very much, Mr. Brown.
Mr. BRowN. Thank you, Senator.
The CHAnIAN. The next witness is John C. Duncan, Peruvian

Sugar Producers Association.
Take a seat, sir, and proceed.

STATEMENT OF JOHN DUNCAN, EXECUTIVE VICE PRESIDENT,
SOUTH AMERICAN GROUP, W. R. GRACE & 00.; ACCOMPANIED
BY JOHN D. 1. MOORE, VICE PRESIDENT, W. R. GRACE & CO.

Mr. DUNCAN. Mr. Chairman and members of the committee, my
name is John Duncan. I am executive vice president of the South
American Group of W. R. Grace & Cd. of New York. In that position
I am in charge of our South American operations. For 15 years I
have been closely associated with Peru and the Peruvian sugar
industry.

I appear before you today as thb representative of the Peruvian
Sugar Producers Association, a voluntary trade organization located
in Lima. The association is composed entirely of private individuals
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and companies engaged in the cultivation and manufacture of sugar
in Peru. This organization has no connection with the Government
of Peru and receives no Government subsidy.

I am accompanied here by John D. J. Moore, vice president of W. R.
Grace & Co., who has testified on sugar legislation a number of times
previously, and together we will be happy to try to answer any ques-
tions you may have after our preparedf~timony has been read.

At the outset, Mr. Chairman, I should like to make perfectly clear
the traditional position of the Peruvian sugar producers, who have
been supplying the United States for more than 50 years. We have
expressed in previous years before this committee that we recognize
fully the primary claim of U.S. domestic cane and beet sugar pro-
ducers in the market of their own country. We ( not seek to replace
a pound of domestic production hut rather to a. ,d fo-'a fair and ef-
fective share of the foreign r hases of the Unite, States, and to
participate in a sound dive, 'rn of the American foreign sugar
procurement.

We believe S. 3290 is a ,ireat to the system which for a quarter of
a century has provided the United States with an adequate and de-
pendable source of sugar. Mr. Frank Kemp in his testimony before
the House Committee on Agriculture on May 15, 1962, expressed this
belief when he said:

"Global quota," as the chairman has very aptly stated, means no quota at
all. How, you may say, well, this does not concern you; this concerns these
foreign countries. It does concern us because, as the chairman has expressed,
this will mean the destruction of this system. I am so confident of that that I
am willing to stand up here and say so.

Now, what is the global quota? What will it do?
(1) It may induce dumping on the U.S. market at the beginning of each new

quota period.
(2) It would disrupt the orderly marketing of sugar in the United States and

thereby adversely affect domestic producers and sugar consumers.
(3) There has been a distinct advantage to this country, It must be clear to

all, in the ability that this system has given us to favor selected friendly coun-
tries by assigned shares in our market. A global quota would destroy this
advantage.

(4) Where we have given quotas we have had the right, and have used it,
to ask the friendly recipients to assume some responsibility in maintaining
stocks and supplies to cover our needs. We could not ask for this of anyone
under a global quota.

(5) We have enjoyed an uninterrupted adequacy of sugar supply because of
quotas granted and the price premium realized in this market by foreign supplies.

If the quota or the price premium is obliterated, assurance of adequacy of
supply goes out the window with them.

Over the years the Sugar Act has demonstrated that it can protect
consumers and producers alike by providing stability to the trade, fair
prices, and a fair return. To Peru, the act means all this and more.
It means a stable market and a stable price for one of its principal
exports.The Pertvians do not understand how the administration's sugar

proposal can be equated with the many statements by President fen-
nedy, Secretary Rusk, and others concerning the need of friendly
underdeveloped countries for reasonable and stable prices for their
commodity exports. The proposals seem completely at. variance with
the principles of the Alliance for Progress. Believe me, gentlemen,
the Peruvians do not understand the'administration's position and
neither do I.
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One of the keystones of the U.S. Government's Alliance for Prog-
ress program has been the desire to strengthen, not weaken the econ-
omies of the Latin American countries. A major point which has been
emphasized is the desire to fortify the development of the private en-
terprise system in these countries. In Peru, the sugar industry is a
maorpart of its private enterprise economy.

n the total economic picture of Peru, sugar is not merely an export
commodity. It is vital to the economic well-being of the country, to
balancing its internal budget, to employment, and to the stability of
the currency. It is an important factor in providing revenue to the
Peruvian Government in its effort to advance the standard of living
of its people.

In 1961, sugar accounted for $71 million or 15.4 percent of Peru's
total exports. To put this in focus, let me point out that an equivalent
percentage of total U.S. exports would be $3 billion, or say that por-
tion of our exports represented by all food products of every descrip-
tion.
dThe United States has frequently emphasized in recent months its

desire to increase exports generally and its oversea sales of surplus
agricultural products in particular. The Peruvians are now asking
how the United States can expect Peru and other Latin American
suppliers to purchase U.S. goods and products at U.S. prices when this
country is unwilling to buy sugar from Peru at United States prices.

Taxes paid by the sugar industry to the Peruvian Government are
estimated for the year 1961 at $19,400,000, accounting for 7.7 percent
of the country's total tax receipts for that year. An equivalent per-
centage of total U.S. tax receipts would be $6 billion, or the combined
tax payment of the steel, chemical, motor vehicle, electrical machinery,
paper, and food industries.

There are about 40,000 sugar workers in Peru. With their families
they number 220,000 people who are directly dependent upon the
sugar industry for their livelihood. But many times this number are
indirectly dependent upon the industry.

The price recapture provision of S. 3290 would require Peri to sell
its sugar to the United States at normally depressed, so-called world
market levels. The difference between the U.S. price and the world
market price would be taken in by the Treasury Department through
an import tax which, of course, is simply another andpresumably more
palatable name for a tariff.

It has been said that the benefits of the U.S. price have not helped
the workers, but rather have stayed in the hands of the producers. In
the case of Peru this is not true. I would like to give you the Grace
figures which I believe are typical of the Peruvian industry. I will
compare 1959, the last pre-CQ.stro sugar year, with 1961. In 1959
Grace sold about 16 500 tons of sugar to the United States. In 1961 we
sold 93,500 tons. Thus the downfall of Cuba brought 77,000 tons per
year more to Grace.

As Senator Douglas developed here, the U.S. price is $56 per ton
higher than the present so-called world price. Thus our 77,000 tons at
$56 meant $41 million more for Grace per year. What happened to
the $4% million per year? It has gone largely for increases in
wages and other benefits to workers, and for taxes to the Peruvian
Government. t
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Since 1959 our wages and other labor costs in dollars per worker
per year have risen by no less than 69.5 percent. The increase be-
tween 1959 and 1961 amounted to $522 per worker. 11e have approxi-
mately 4,500 workers on our 2 farms. Thus, at $522 increase per year
for eah worker, our annual labor bill was up $2,300 000 over 1959. So
51 percent of the $41 million we received for our higher sales to the
United States has gone to the sugar workers.

In 1959 we paid $1,171,000 in Peruvian taxes on our sugar profits.
In 1961 we paid $2,731,000. That is an increase, com paring one year
with the other, of about $1% million per year. So about 33 percent
of our U.S. price has gone in taxes.

If you add the increased labor bill of $2,300,000 to Grace's increased
tax bill of $1,500,000, you get $3.8 million, and that accounts for about
84 percent of the $4' million Grace received from higher sales to the
United States. The balance of $700,000 or 16 percent of the $41
million was retained by the producer. As a matter of fact, our profits
rose by only $400,000, because of the increase in other expenses.

The investments which Grace has made in its two sugar properties
to modernize reduce costs, and improve housing and other social
facilities total about $9 million over the last 5 years. Of this amount
we estimate that $3 million has been spent on housing and other
social facilities, including hospitals, schools, housing, and recrea-
tional facilities.

Other companies in Peru are in the midst of identical programs.
Peruvian sugar companies have been able to accelerate their capital
investments because of the additional revenue derived recently from
selling sugar in the United States.

It has also been stated before this committee that enactment of
the administration bill will improve the U.S. balance of payments by
saving $150 million in sugar imports. We maintain that this is
open to question, because if we reduce our imports by $150 million
then our exports over a period of time should go down by the same
amount, unless other factors such as loans or grants come into play.
In other words, gentlemen, to sell to someone you have to buy from
him.

Peru, like other Latin American countries, is confronted with the
very serious problem of having its major exports, on which it depends
for its livelihood and economic progress, subJected to wide variations
in world market prices. The Unitea States Sugar Act provided Peru
with a certain measure of stability along witl a source of revenue
it could count upon. However, if S. 320 should be enacted, it would
immediately throw Peru's sugar exports into the same state of un-
certainty as its other exports.

Peru has always been a stanch ally of the United States. As a
leader in combating communism, not only within its own borders
but through the entire hemisphere, Peru severed diplomatic relations
with Cuba before the United States, and has taken enerigetic action
in the Organization of American States to rid the Americas of com-
munism. In this and other instances it has always stood by the United
States. It i§ also unique among nations as a proponenV o? the private
enterprise system.

In this statement, the Peruvian Sugar Producers Association has
sought to emphasize the very serious consequences'which S. 3290 would
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have on Peru should it be enacted into law in its present form. I
hope that the committee's deliberations will result in a new and sound
redistribution of the sources of supply to the United States, and
that the Republic of Peru will be granted the equitable role in this
effort which it merits on its record as a traditional and dependable
supplier of sugar.

Thank you Mr. Chairman.
Mr. Moore has a supplementary statement.
The CHAIRMAN. Thank you, Mr. Duncan.
Any c estions
Mr. DUNCAN. Excuse me, Mr. Chairman. Mr. Moore has a

statement.
Mr. MooPu. Just one supplementary statement, Mr. Chairman.
I came here today specifically for the purpose of expressing our

thanks to the Senator from Illinois, your colleague, Mr. Douglas, for
his kindness and openmindedness in permitting us to file a statement
on behalf of W. R. Grace & Co.

I had never met Senator Douglas before yesterday afternoon. The
revious day I received a telephone call from Washington that -there

had been a colloquy here with some Government witnesses in which
Senator Douglas had taken certain positions with regard to the Pe-
ruvian producers, including W. R. Grace & Co., and Imust say I ap-
proached him with some trepidation.

He could not have been kinder. He not only discussed the matter
with us in a completely understanding maner but urged us to put
the statement in, and then further urged us to distribute the state-
ment to which, with his permission, [-believe we have now done.

In this letter, which I will not read because it has been given to
you, we not only mention W. R. Grace & Co. but also the other sugar
producers of Peru.

I would like to supplement with one sentence the statement on page
3 about the other producers in the light of a question which was asked
this morning by Senator Fulbright with regard to the nationality of
one of the largest producers.

The Senator referred to it as a German company, and I just wanted
to point out, Senator, the name of the family, the controlling family,
in that is the German name Gildemeister. The name is Negociacion
Casa Grande. They are third or fourth generation Peruvians, and
they happen to have that name just as some of our great names in
this country duPont and Weyerhauser have continental names, but
the are fuily established there, and-they are a Peruvian company
with some 200 stockholders in that country.

I say that in fairness to our neighbors, who are very responsible
people in that country.

We will be happy to answer any questions about these Peruvian
prAucers, and I wish again to express my appreciation to Senator
Douglas for his kindness in this matter.

The CHAIRMAN. Senator Douglas.
Senator DouoLAs. I want to say that my relationships with you

have been very pleasant indeed. I would like to ask you some ques-
tions about the Gildemeister Co., if I niay. In my statement on Mon-
day I put in the record my belief that W. R. Grace & Co. had ap-
proximately 18 percent of the Peruvian sugar acreage, and milled
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approximately 21 percent of Peruvian sugarcane. I would like to
ask if that is correct.

Mr. DUNCAN. Our exact percentage was 16.7 percent.
Senator DOUGLAS. 16.1 percent?
Mr. DUNCAN. Sixteen and seven-tenths percent of the entire pro-

duction of Peru. We would have approximately 14 percent of the
acreage.

Senator DOUGLAS. I see.
Mr. DUNCAN. Because we mill for some other people.
Senator DOUGLAS. These figures slightly overstate it.
Mr. DUNCAN. That is correct.
Senator DouGLAS. May I ask you about the Gildemeister firm.

What percentage of the acreage do they own and what percentage of
the sugarcane do they process?

Mr. DUNCAN. The approximate percentage, I have figures here,
production last year of the Gildemeister was 25 percent.

Senator DOUGLAS. 25 percent I
Mr. DUNCAN. I would guess they would have approximately that

percentage of the acreage.
Senator DoUGLAS. So the two of you together have about 40

percent?
Mr. DUNCAN. That is correct, 42percent.
Senator DOUGLAS. You referred yourself to the improvement of

working conditions as being typical of Peru. Has the Gildemeister
firm, do they pay the same wage scale that you do?Mr. DUNCAN. Essentiall, sir,yes.

Senator DOVGLAS. I understand that your wage scale is approxi-
mately $3 a day on the average, including overtime and fringe
benefits.

Mr. DuNCAN. I had made a calculation here that our average wage
scale, which includes the fieldworkers and the technical factory
workers, and we have mechanized a great deal in our field operations.
those people receive a great deal more, we cut almost 50 percent of
our cane mechanically now in our haciendas, I have worked out that
our average wage per day on a 294-day basis, is $4.36, including cash,
social laws, and the cost of the company town, which we maintain.

Senator DOUGLAS. What would this be for the field hands?
Mr. DUNCAN. It. would be slightly less than that. I would guess,

just guessing, probably the $3.30 might be correct.
Senator DOUGLAS. My figure was-for field hands.
Mr. DUNCmA. That is right. I think your figure you discussed

yesterday was substantially correct.
Senator DOUGLAS. Does the Gildemeister firm pay the same rate?
Mr. DUNCAN. I would say they pay pretty much the same rate be-

cause one of our firms is right alongside of theirs, and we are in
constant contact.

Senator DOUGLAS. You speak of housing which you have provided
for your people. Have they provided the same amount of housing?

Mr. DUNCAN. I would say this, sir, that our company has probably
been, as many foreign companies abroad, a leader in the housing
program, and that the Peruvian companies are emulating us or coming
along very satisfactorily in that. sense. I think they have very
adequate housing on their plantations. I think we probably are
ahead of them.

273



SUGAR ACT AMENDMENTS OF 1962

Senator DoVurAs. My information is that you are very considerably
ahead of them.

Mr. I)uNc.N. I say it is a matter of judgment. I do not know that.
Senator DorGLAs. I notice you do not maintain the position that

the added quota, which is given to you, rising from 108,000 in 1961
according to the House bill, to 200,000 in the House bill, was a vested
right.

Mr. DUNCAN. No, sir. We in Peru have supplied sugar to the
United States for a good number of years. We had a quota during
the last 5 or 6. yeats of approximately 100,000 tons, and we feel that
if the U.S. Congress decided they wished'tb buy sugar abroad under
a quota system we should get our fair share of that quota system, and
since we have been one of the largest full-duty suppliers of sugar, we
feel that it is perfectly right that we should get an increase in the
quota, if it should be decided by the Congress that an increase be
given, and we do not feel that the additionalso-called Cuban excess is
a vested interest, by any means.

Senator DouoLis. Since the Senator from Kentucky and the Sen-
ator from Arkansas asked about legislative representatives, do you
have a separate group of counsel in this country I

Mr. DuNcAN. Yes, sir; we do. We have the firm of Hedrick &
Lane in Washington.

Senator DouoLAs. How much do ou pay them a year?
Mr. DUNCAN. They get paid, as I recall, $15,000 a year.
Senator DoUoLAs. Are they paid on a contingent basis? Does the

payment increase if the quota increases?
Mr. DUNCAN. No, sir; it does n6t.
Senator DOvULAS. You pay expenses in addition?
Mr. D NcAN. If there are some expenses, yes.
Senator DoUGLAS. Would you state for the record how much the

expenses were during the last year?
Mr. DUNCAN. I am afraid I could not; no, sir
Senator DouorAs. Will you supply it?
Mr. DUNCAN. I will get it and obtain it.
(Mr. Duncan subsequently furnished the committee with copies

of the expense statements of Hedrick & Lane which had been pre-
viously filed with the Department of Justice and the Congress. The
total expenses for 1961 amounted to $t,133.57, and for the first quar-
ter of 1962, $370.44.)

Senator DOUGLAS. Thank you very much.
That is all, Mr. Chairman.
The CHAIRMAN. Any further questions?
Senator FULBUIGHT. Mr. Duncan, are you registered as a foreign

agent?
Mr. DUNCAN. No, sir. I am an officer of W. R. Grace & Co.
Senator FULBRIGHT. You are here lobbying for the sugar bill.
Mr. DUNCAN. Well, I do not know how you define the word "lobby-

ing" sir. I am naturally interested in Peru and our interests there.
Senator FULER.HT. You say here in your formal statement you

represent the Peruvian Sugar Produceis Association.
Mr. DUNCAN. I am representing them here today before you be-

cause they felt that with our interest in Peru and all, it would be goo d
for an American firm to represent them.
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Senator FULERIGHT. Then, perhaps, you 'should register over in
Congress here where our domestic lobbYists register.

Mr. DUNCAN. I am not paid to do this by the committee.
Senator FULBRIOHT. You are not paid?
Mr. DuNcAN. Not by the committee to do this; no, sir.
Senator FULWIGHT. You are paid by the Grace Co.
Mr. DuNCAN. That is right, sir.
Senator FULBRIOHT. This is just a labor of loveI
Mr. DUNCAN. An interesting experience I would call it.
Senator FULBRIOHT. I noticed you say that the U.S. Sugar Act pro-

vided Peru with a certain measure of stability along with a source of
revenue it could count on.

This is one of the points that the administration has in mind in
rejecting these allocations of the Cuban quota, is it not, to preserve
some flexibility, so that you do not have his stability, they are all
looking to the time that,'perhaps, Cubi might thfow off the yoke of
communism.

I raise the same question. If this bill, as the House passed it, is
adoptedM, why then, you or Peru and W. R. Grace, and all the rest of
them, will have a vested interest in preventing Cuba from ever coming
back into our free wopld, won't they?

Mr. DuNcAn. Well sir, under the House bill we would more or
less double our quota irom 100,000, 108,000, to 200,000, and this would
be permanent for the next 4 to 5 years.

The additional amount of 150,000 of the so-called Cuban windfall,
if we were to lose that in any year, this would not completely destroy
the Peruvian industry, and I will say this: The Peruvian producers,
in my judgment, would rather see Castro overthrown and a demo-
cratic free government in Cuba than get an extra 150,000 tons of
sugar.

Senator FULBRIIHT. I think that is a very patriotic attitude for
them to take.

Mr. Moom. May I add something to that, Senator?
Senator FULBRIOnT. Yes. , .

Mr. MooPE. I happened to have been a member of the U.S. business
advisory group which was invited to the Punta del Este Conference
which opened te Alliance for Ptogress.

At that time, the moft ardent opponent that the Cuban representa-
tive, Mr. Guevara had,'was Peru, and Peru had kept up-i am ad-
dressing myself to ybur point about. acquiring a vested interest in
longevity of Mr. Castro.

Peru, it is fair to say, led the Latin iiations in fact, led the hemi-
sphere, on: this question of attacking Castro. They broke off with him.

Senator FULBRIGHT. I am aware of that, and I would hate to change
this 'attitude by giving you such a large stake in preserving the status
quo.

I am afraid the next Punta del Este, if you get this quota, you
won't be so avid for change. ."

Mr. MOORE. I can say this---
Senator FULBRIGIT. That was before you got any quota.
Mr. MooRE (continuing). In 1956 when this committee was hold-

ing hearings, and the House committee was holding hearings, at great
many countries testified, including Cuba, that a larger quota would
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help them preserve their capitalistic systems against the onslaughts
of communism, and it would help to keep them from going Coin-
munist.

The Peruvian producers especially requested the witness who was
testifying on behalf of them to announce to the U.S. Congress that
they did not, repeat not, propose or suggest, that they wanted to
suggest this quota to keep) them from going Communist; they would
not go Communist. with or without the sugar markets. They said that
in 1956 and that position we know from our knowledge of Peru is
their position today.

Senator FULRJOHT. That. is very generous of them.
Is the Peruvian industry an efficient oneI
'Mr. DUNCAN. Yes sir; I would say it is one of the more efficient

industries in the word.
Senator FULBRTOIT. Why wouldn't you fare well on an open mar-

ket where you could bid on this matter without a quota?
Mr. DUNCAN. As some of the other witnesses have testified, in our

judgment an open market would be dominated by the Communists,
and the Communists have been able to, as we know, manipulate the
price, drive the price down. We do know that Cuba's selling price
in the world market today is below costs, and there is ro reason why
they would not continue to do that in the future.

If there were fair competition and open competition Peru could
compete; yes, sir.

Senator FuLBRIGoT. Then this argument should be equally appli-
cable to all commodities and all business, should it not?

Mr. DUNCAN. I think in this really-
Senator FULBRI1OHT. You are really advocating here that we have

a completely managed world trade, I suppose?
'Mr. DUNCAN. No, sir. I think siigar is different from most.
Senator FULBRIOHT. Why is it different from other commodities,

coffee, for example?
mrr. DuNCAn. Because the Communists do not control the world

market for coffee. The Communist countries today supply approxi-
mately 65 to 75 percent. of the so-called free market, free world market,
sugar, and they control it. And as far as I know they control prac-
tically nothing of the coffee, the world's coffee market.

Senator FuLBrIoIT. You mean through Cuba?
Mr. DUNCAN. Through Cuba and through Eastern Europe. You

will find Polish sugar, East German sugar in countries of South
America today.

Senator FUilurOJIiT. Has it proved, in taking the case of we have
heard stories about, tin and aluminum, have the Communists under-
mined the prices of those commodities I

Mr. DtNCAN. I am not familiar with them completely, sir, but I
miderstand they have tried at certain times; yes, sir. I am sure some
of the Senators know.

Senator FULBRIOGT. That is all, Mr. Chairman.
Mr. Chairman, I would like to ask one more question before lie

leaves.
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You said two companies produced 45 percent of all the sugar
produced?

M1r. DUNCAN. Forty-two percent
Senator FULBRIGHT. What percent do the largest five companies

produce in. Peru I
Mr. DUNCAN. I could make a quick calculation for you. I presume

tl iey produce about 60 some odd, 65 percent.
Senator DouoiLs. If I may volunteer, my records seem to show

that the five largest mills produce approximately 73 percent.
Mr. DuNCAN. I think you are probably right. I was just working

off the carpet.
Senator MCCAFRTY. Produce 73 percent of all the sugar produced

in PeruI
Mr. 1uNc.%N. That is right, sir.
Senator McCARThY. What percentage do the two or three largest

companies produce, that is, export?
Mr. DUNCAN. The exports are rotated. In other words, there is a

local market, of approximately 250,000 tons, and that is divided tip
among all the producers, so each one exports the same proportion.

Senator MCARTHY. I see.
Mr. DuNc.N. Either in the world market or the United States.
Senator McCARTHY. What about wages and remuneration of work-

ers? I heard your testimony on your company.
Is this pretty well standard for the entire country or is your record

better than most of the other sugar-producing companies or'individuals
in PeruI

Mr. DUNCAN. As I told Senator Douglas, wages in our company
are very close to the other large mills, the Gildemeister, which is lo-
cated in the same valley with us, and since we have unions, very strong
unions, they work together, so I would say we are quite typical of
wamfes.

Senator MCCARTHY. You say you tire not quite typical?
Mr. DUNCAN. No, we are typical. Our wages are'quite typical.
Senator MCUCArtY. These two companies are leaders?
Mr. DUNCAN. That is right.
Senator MCCARTiY. What would this amount to, 50 percent of all

production ?
Mr. DuNoAN. Forty-two percent, as we calculate it.
Senator MCCAwrHY. What about the rest of the producers?
Mr. DuNoAN. I think there are all variations. Some of the smaller

producers, the small farmers which do not have their own mills,
naturally pjty a great deal less than the large industrialized centers.

Senator I-CARTHY. You may have given it, but do you have any
figures on hourly wages?

Mr. DUNCAN. Ye. I gave some figures to Senator Douglas. I
said that our present calculation, all-in wages, social laws, cost of
towns and so on, came to approximately $4.30 per day, working 204
days a year, in other words, a full year. .

Senator McCuArry. A full year covered?
Mr. DuNoAN. Yes, sir.
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* Senator MCCARTHY. I hope I can get this information from some
other source. At the time the United States imposed economic sanc-
tions on Cuba there was a rather general protest against this practice
from most of the Latin American countries. Do you recall if there
is any Latin American country thatjoined in that protest that is not
a sugar-producing country but is not willing to take a share of that
quota I

Mr. MooRip. I do not believe there is such a country, Senator.
Senator MCCARTHy. No such country. Thank you.
The CHAIRMAN. Thank you very much.
Mr. D)UCA-.;. Thank you very much.
The CHAMXRAN. The next witness is Mr. J. W. Riddell, Indian

Sugar Mills Association.
Take a seat, sir.

STATEMENT OF JAMES W. RIDDELL COUNSEL, INDIAN SUGAR
MILL ASSOCIATION; ACCOMPANIED BY DEV D. PURI, PRESI-
DENT, INDIAN SUGAR MILLS ASSOCIATION

Mr. RIDDELL. fr. Chairman, my name is James W. Riddell. I
represent the Indian Sugar Mills Association.

lam accompanied here by Mr. Dev Puri, who is the president of
the association and a member of the Indian Parliament from the
State of Punjab.

The Indian people have long been associated with the growing and
processing of sugar and, in fact, developed the art of sugar making at
least 3,000 years ago. long before Europe was introduced to its taste.

Today the Republic of India is probably the world's largest sugar-
cane producer, producing around 84 million tons of sugarcane on 5.2
million acres of land. This accounts for about one-thircfof the world's
total acreage of sugarcane

The cane from tiis acreage results in an annual sugar production of
about 7.5 million tons believed to be the highest in the world. Of this,
about 3.6 million tons (raw value) are centrifugal sugar, produced by
vacuum pan factories. The rest is "Gur" and "Khandsari" which are
indigenous forms of sugar.

Individual landholdings are small, with over 41/2 million growers
dividing the total acreage under cane. When these growers are'taken
together with their dependents, it means that over 20 million Indians
derive their livelihood directly from the production of sugarcane. In
no other country in the world do so many people depend on sugarcane
for their livelihoods.

When this number is added to the number of people directly em-
ployed by the sugar processing industry, the second largest industry
in India, is iieans that over q1 million Indian people are directly de-
pendent upon the sugar r industry for their livelihoods.

But the importance of the sugar industry to the Indian people does
not stop with even this large number 9f individuals, for the whole
population of India, that is around 4W million people, are' concerned
with the welfare of the Indian sugar industry since sugar has a big
export potential and can, if encouraged, become an important source
of foreign exchange to India,
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The principal sugar producing belt of India is comp raised of the
three States of Punjab, Uttar Pradesh, and Bihar. These States,
as you know, share a common boundary with Communist China. The
standard of living of these people is quite low by our standards and
the methods used by them in the production of cane are, of necessity,
far less efficient than those used in other parts of the world.

For example fields per acre run about 16.24 tons as a national aver-
age in India. This low yield is to be compared with Hawaii's 80 tons
per acre, Java's 50 tons, Formosa's 30 tons per acre, and Puerto Rico's
25 tons. These people are friendly to the United States--they are
certainly not the friends of Communist China-but they need a mar-
ket for thecommodity on which they depend for a living.

Today they find themselves confronted not only with a surplus of
sugar in their own country mid in the free world, but they find that
Cuban sugar which has been exported to the Iron Curtain countries
is beginning to invade their own markets. For example, last year
China sold 30,000 tons of Cuban sugar to Burma, and Poland last
year announced the sale of 40,000 tons of Cuban Sugar to Ceylon.

.Any quota granted by the United States to these people would be
deeply appreeiatod.

It. is not the purpose of my appearance here to persuade this com-
mittee in any respect as to the amount of sugar it should allow to
the domestic producers of the United States. I appear here only to
advance the plea of India that it be allowed to siare in that part
of the total U.S. sugar consumption which this committee and the
Congress decide should be supplied by foreign producers.

Wh ile it is true that the developing country of India needs all of
the assistance that it can obtain from the United States-that every
bit of economic aid given by the United States to India advances the
cause of the United States in its fight for a free world against com-
munism, and that every dollar of T.S. economic help assists in rais-
ing the living standard of the Indian people and helps them along
the road to progress, I do not pitch my arguments in support of a
I.S. sugar quota for India on these grounds alone. Rather, I base
my case-the case of India--for a quota upon the sound business
pi position that every dollar earned by India through the export of
sugar to the United States will be returned to the manufacturers,
merchants, and farmers of the United States in trade.

India's 438 million people bring to the citizens Of the United States
one of the largest and least-developed markets of the world. The
people of India need everything-but to purchase the goods and
services offered by the businesmen and farmers of the United States,
they must have tie dollars with which to do business. Few American
businessmen today find themselves in the position of doing business
with Iidia for rupees.

American businessmen and farmers wish to receive dollars in ex-
change for their goods and services, but it is impossible for India
to do business on this basis if it is not given an opportunity to earn
dollars. Sugar is a commodity upon which India is chiefly dependent
at the present tiie to expand her dollar revenues.

The United States needs-sugar--India. can supply the sugar-India
needs the manufactmed goods and agricultural cotimodities from the
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citizens of the United States. Indian sugar, if it can be sold in the
United States, will supply those dollars.

India's balance of trade with the United States is a most unfavor-
able one, as is demonstrated by the following figures:

Uniled States-India trade

[In millions of dollars)

Year Imports from Indiaesports Net deficit
United States for India

19-56. . . . . . ..------------------------------------------------- 267 205 63
1957 ---------------------------------------------------------- 340 187 153
19-58. . . . . . ..------------------------------------------------- 323 162 161
199 ........................................................... 390 190 200
1960 --------------------------------------------------------- 640 230 410
1961 ---------------------------------------------------------- 482 254 288

Source: U.S. Department of Commerce.

If India is to continue to trade with the United States then it must
be permitted to sell to as well as buy from the United States. If the
Congress of the United States grants India a sugar quota, reliable
source of dollars will be made available to India and India's pur-
chases, whether of cotton, wheat, locomotives, hydroelectric equip-
ment, machinery, and so forth, will redound to the benefit not only of
its own citizens, but to the men and women of the United States
involved in the production of these goods and services.

Mr. Chairman and members of tile committee, India is now and
will continue to be in a position to supply the United States with 1
million tons of sugar per year, assuming that the world continues in
peace, and as I have said, if India is permitted to sell to the United
States 1 million tons of sugar, or any other commodity, every dollar
earned by India in so doing will be spent in the United States.

Under the provisions of H.R. 12154, as passed by the House, India
would be accorded a quota of 30,000 tons. Additionally, for the cal-
endar year 1963, 100,000 tons would be authorized for purchase from
India.

It is our understanding that this allocation, which is derived from
the 1.5 million tons remaining in the Cuban quota, would be allowed
on a year-to-year basis if Tndia finds it possible to purchase dollar-
for-dollar U.S. agricultural commodities.

While members of the Indian Sugar Mills Association and farmers
and citizens of India who rely upon sugar for their living are grate-
ful for the consideration that they have thus received, it is our hope
that you will increase the share of the U.S. market to which India is
entitled.

Senator DOUOLAS (presiding). Thank you very much, Mr. Riddell.
Mr. RIDDELL. Yes, sir.
Senator DOUGLAS. May I ask if India has received a permanent

quota pior to the House billI
Mr. iDDELL. No, it has not, sir.
Senator DouGLAS. But it received a temporary quota under the-
Mr. RmFDDLL. That is correct, sir.
Senator DOUGLAS (continuing). Under the 1960 or 1961 act?
Mr. RlDELL. That is correct, sir.
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Senator DOUGLAS. But, as you say, under the House bill it will re-
ceive 30,000 tons permanent, 100,000 tons temporary, for a total of
130,000 tons.

Mr. RIDDELL. That is right, sir.
Senator DOUGLAS. Now, the figures which I have produced indicate

that the American price paid to foreign producers is approximately
$56 a ton in excess of the world price. This amounts to an annual
subsidy of $7,280,000 a year. Are those figures approximately
correct?

Mr. RIDDELL. Senator, under the House bill India would be in a
psition to earn gross $16,380,000 in foreign exchange. Net she would
b permit ted to, by the House bill, earn $13,482,000.

Now, those dollars would be expended, as you already know, for
locomotives manufactured in Illinois, for cotton grown in Arkansas,
and for heat grown in the wheat-producing areas of the United
States and for other goods and services purchased in the United
States.

Now, you say that there is a subsidy accorded here, and without a
doubt examining the problem as a matter of pure economics, that is a
fact since if you judge the price which the United States ought to
pay on the difference between what it does, in fact, pay and a c aotic
market price which is uneconomic to the producer, there is a difference
without a doubt. I do not personally feel that the world price today
is a fair or economic price.

Senator DoUGLAs. In other words, under the House bill, the United
State will be paying to India producers approximately $7,250,000 a
year more than we would pay if we bought at the world market
price.

Mr. RIDDELL. Yes; that is true.
Senator DoUGLAS. And you want to have the Indian quota in-

creased from 30,000 permanent and 100,000 temporary to a million
tons.

Mr. RIDDELL. I said, Senator, that we could supply that amount of
sup. r.Senator DOUGLAS. Well, you Say if India is permitted to sell to the

United States I million tons. Are you asking for a quota of a million
tons?

Mr. RIDDELL. Senator, I am in the position of being a beggar here.
We would be happy to have every ton that you permit us to sell here.

Senator DouoLs. Well, the United States has been very generous
toward India.

Mr. RIDDELL. I beg your pardon?
Senator DOUGLAS. The United States has been very generous to-

ward India. I have brought down upon my head the ire of the news-
papers in Illinois many times for voting for aid to India. We want
to strengthen India.

Now, ow much do you think we should strengthen you by?
Mr. RmDELL. Well, Senator this is a matter as I said before, of

pure business. This is one oi the things that India can sell, if she
is given an opportunity to sell. Every dollar that you let her earn,
she will spent here. This is an opportunity for India to stand up
and sell.
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Senator DouGLAs. When you say "it is our hope that you will
increase the share of the U.S. market to which India is entitled"-

Mr. RIDDELL. And I do, sir.
Senator DouoLAs. To what share of the U.S. market is India

entitledI
Mr. RIDDELL. Sir, that is for you to determine.
Senator DouG;LAs. But it should be more than 130,000 tons.
Mr. RIDDELL. I would hope that that would be the case, sir.
Senator DOUGLAS. 200,000 tons-would you reject that?
Mr. RIDDELL. Not at all.
Senator DOUGLAS. Would you reject 300,000 tons?
Mr. RIDDELL. Not at all.
Senator DouGLAs. 400,000 tons?
Mr. RIDDELL. Senator, I said that we could sell up to a million

tons of sugar.
Senator DouorAs. You would accept a million tons?
Mr. RIDDELL. Yes.

Senator DOUGLAS. Are you aware that that would be a subsidy
which the American taxpayers would pay to the Indian sugar pro-
ducers of approximately $56 million a year?

Mr. RIDDELL. We have gone through the mathematics of it. I think
it would be a fair price.

Senator DOUGLAS. No; it is simple arithmetic,$56 million a year.
Mr. RIDDELL. I am aware of it.
Senator DOUOLAS. For 5 years-or $280 million?
Mr. RIDDELL. Correct.
Senator DOUGLAS. Well, you may remember that Warren Hastings,

when he came back from India, and was put on trial, said he was
astonished at his own moderation. I am astonished at the modera-
tion of the representatives of India, who only want $280 million.

Now, is India a member of the Commonwealth Sugar Agreement?
M r. RIDDELL. No; she is not.
Senator DouoGAs. You sell your sugar in the open market?
Mr. RIDDELL. Yes.
Senator DOUGLAS. You have a surplus in sugar-you produce more

sugar than is used domestically?
Mr. RIDDELL. Yes; we do, sir.
Senator DoUGLAS. Well, if you had that surplus, would you not be

pleased to sell it to us at the world price?
Mr. RIDDELL. Senator, India is in the position where she is going

to have to do anything she can to earn dollars. And it is true--il
the United States, by the action of this committee, and of the Con-
gress, is going to purchase its sugar at the world price, then India
will be here attempting to sell what it can.

Senator DOUGLAS. You are now selling at the world price, are you
not?

Mr. RIDDELL. Yes; that is correct.
Senator DOUOLAS. Yes. Well, then, if we were to buy fromyou

at the world price, we would be helping you, would we riot?
Mr. RiDD=. We are selling in our own area, Senator in Asia, in

southeast Asia at theprice being fixed by dumped, secondhand Cubas,
that are being taken through Communist China, and through Com-
munist Poland, and dumped into the Indian-Asian market. In other
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words, we are selling at the market that is being fixed by the Com-
munist. And the market rice which I understand we will be selling
in the United States, under the global quota, too, will be fixed by
dumped, secondhand Cubas, which are taken through Communistcountries, and then dumped on the market.

Senator DOUGLAS. Has India protested at this treatments
Mr. RIDDELL. I do not know. I do not sit here representing the

Government of India. However, I will be glad to inquire and place
the information in the record if the Senator desires.

Senator DOUGLAS. Well, Mr. Riddell-the Senator from Arkansas
and the Senator from Kentucky have asked questions about fees.

May I ask what the fees of your law firm are for the Indian sugar
producers

Mr. RIDDELL. Yes, sir. They are on file with the Justice Department.
I negotiated the agreement with Mr. Puri. I am in a position to
answer that.

My firm would be paid at the rate of $33,000 per year for 3 years.
Senator DOUGLAS. Is that contingent on quota I
Mr. RIDDELL. No; it is not, nor tonnage, nor any other contingency.
Senator FULBRIOHT. Will the Senator yield ?
Will it be paid that if the House bill does not pass?
Mr. RIDDELL. If the House bill does not pass, the agreement which

I have here Senator-I would be happy to read it if you like.
Senator FULBRIGHT. I know the agreement. You have filed it, have

you not, with the Department of Justice?
Mr. RIDDELL. Yes, sir.
We mutually agree that at the end of the first year the India Sugar

Mills Association would have the right to terminate the agreement.
That was a provision that we added to the agreement, not that our
clients insisted upon.

Senator FULBRZGHT. What I mean is, if the House bill is passed,
you will get $99,000, plus $15,000 in expenses. If the House bil does
not pass, you will get $50,000 and $5,000 expenses. Is that correct ?

Mr. RIDDELL. No; that is not correct. And the expenses are what
we call vouchable expenses. If they are not incurred on behalf of the
India Sugar Mills Association, we do not draw them, they are not a
part of our fee.

Senator FULBRIGHT. Wouldn't you call that at least semicontingent?
Mr. RIDDELL. No, sir; I do not.
Senator FULBIIGHT. It is contingent upon the passage of the House

bill is it not?
Wir. RIDDELL. No; it is not dependent upon the passage of the House

bill. It is dependent upon-if there is any contingence at all, it is
dependent upon the desire of India-the India Sugar Mills to con-
tinue to employ my firm.

Senator FULBRIGHT. Is this not correct-from your own statement,
and I quote:
if the Sugar Act Amendment of 1962 extends the Sugar Act of 1948, as amended,
for a period of 3 years or longer, then $33,000 per year, but not exceeding $99,000,
together with expenses-

Mr. RIDDLE. I see, Senator.
Senator FULBRIOHT. If that bill does not pass, is not extended 3

years, you only get $50,000, do you not?
85001-.62-19
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Mr. RIDDELL. I have been using the term "contingent" in that usual
and normal sense of a lawyer, as a term of art.

There are conditions in the language of the agreement. I just read
one of them.

Senator FULBRIGHT. Well, I took it from your own statement.
Mr. RIDDELL. I do not regard the employment of my firm as on a

contingent basis in any respect, nor do my clients.
Senator FULBRmIHT. No. It is contingent upon your success before

this committee of the Congress. That is the way I use the word
"contingent." I did not mean-well, I apologize. I just wanted to
clarify this.

Senator DouGLAs. Do I understand-
Mr. RIDDELL. As I say, Senator Fulbright, I have the agreement

with me. I would beglad to put it in the record.
Senator DOUOLAS. Do I understand the situation that you have an

outright fee of $50,000 plus $5,000 for expenses, even though no quota
is received I

Mr. RIDDELL. That is correct, sir.
Senator DoUGLAs. And that you get $33,000 a year for 3 years if

India gets a quota which will operate for 3 years or longer?
Mr. RIDDELL. That's correct, sir.
Senator DouorAs. Or a total of $99,000?
Mr. RIDDELL. That is right.
Senator DouGLAs. You get $15,000 in addition, for expenses?
Mr. RIDDELL. If necessary-if amounts are expended.
Senator DOUGLAS. Now, is that $15,000 a year or $15,000 total?
Mr. RIDDELL. Total.
Senator DOUGLAS. Thank you. I have no further questions.
Senator Momo.TO. How far is it from the port of exit in India to the

port of entry, the nearest port of entry in this country, for sugar?
Mr. RIDDELL. Generally speaking, about 35 days. The statute miles,

sir I do not have the information. I will supply it.
Senator MoRToN. That's all right.
Mr. RIDDELL. It takes, as I said before, just as long for a ton of India

sugar to get here as it does for a bale of our cotton to get over there.
Senator MORTON. Yes. I yield to the Senator from Arkansas.
Senator FULBRIGHT. I have just one last question. When did you

make this contract to represent the Indians?
Mr. RDDELL. We formalized the agreement on May 21, 1962.
Senator FULBIoHT. It was made, then, solely for the purpose of

influencing this particular bill, was it notI
Mr. RrDDE LL. I do not so state at all, because it is not the fact. We

have agreed to represent our client in this period, during this period,
to do whatsoever is required in their interests.

Senator MoRToN. You've got something on me-you are a lot
younger than I am. So you do not remember the price of sugar in
World War I. But as a student of this problem, why did we have
sugar at 30 cents a pound in World War Y, and why did we have to
ration sugar in World War IIf

Mr. RIDDELL. Because the demand ifor the product in the United
States exceeded all of its possible sources of supply. There just simply
was not the sugar. There will not again, in my view, Senator, be sugar
available to the United States if the countries who supply it have to
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enter into a sort of maritime footrace with each other to get a boatload
of sugar into the United States.

Senator MoRToN. Is our high price in World War I and our short-
age in World War I--did that come about because there was a lack of
sugar in the world?

Mr. RIDDELL. Senator, as you pointed out, I was not around in those
days. I am drawing upon memory of things that I have read. As I
understand, there was sugar in the world. It just could not be gotten
here. Ships were hauling far more important things.

But if also remember, Senator, after years of starvation prices to
the growers, many canegrowers became discouraged and they decided
that "We won't plant a crop for which we cannot make a livifig wage,"
and they ceased to plant it. And the price went back up again. Ad
that may well happen again.

I do not know, Senator. I am not an economist; I am a lawyer.
As most lawyers, I take my case where I find it and I gather what
information I find useful to me, and I brief my opponent's case. But
here I think that the weight of opinion in the sugar industry, and
among the economists most familiar with the field, is that if a com-
modity cannot be sold at a reasonable price in a given period of time,
that production of the crop will cease.

Now, if the United States wishes to make demands on the free
world's sugar-producing countries-we have a preferential market be-
cause we have a preferential price. And countries are willing to make
the sugar and hold it for the United States, to get that premium. I
am not sure they are going to be any more willing to do that with
sugar than they have been with tin or copper or any other com-
modity.

Senator MORTON. Well, I am neither a lawyer nor an economist. I
have one son who is a lawyer and another one who is an economist.
I do not think much of either one's opinion, frankly.

I think you will find, however, the difficulties that we had in sugar
in the two World Wars: First, price in World War I and second-
price and supply-and second, supply and the rationing restrictions
in World War II came about not because there was a lot of sugar in
the world, not because there were not countries in the world that had
sugar, friendly countries who wanted to sell it to us, but we just
could not get it here.

I ran the milk run-they called it the milk run-it ran from Trini-
dad to Hampton Roads. It was a tough run in 1942---convoying
broken-down freighters that could not do more than about 10 knots,
and we had to fill them with cobalt and things we just had to have.
We lost a lot of shiploads of sugar to submarines in the war.

My point is this: Why are we-and I certainly appreciate the good
case you are making for India, but my point is this: If we are going
to have to set basic quota offshore, can t we set it somewhere closer
to home? It is bad enough to have to take a ship around Hatteras,
but it is a long hald from India.

Mr. RIDDFXL. Certainly, Senator, that would be a consideration.
But as I said before, Senator, if India's 438 million people are going
to buy in the United States, they are going to have to sell here-it is
simple economics. No ability to earn dollars, no ability to buy.
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Senator MORTON. I cannot agree with you more. And I have voted
for and supported programs to help India, and I expect to continue
to do so.

But I say let this question of exports, let this question of trade, let
this question of aid, stand on its own bottom, and get it out of an
agricultural program here in the United States. I do not see how
the two relate.

I am sure that the Senator who just left., the distinguished chair-
mant of the Foreign Relations Committee-and India has no better
fricu,. , tlhe Senate than Senator Fulbright-

Mr. RLDF.L. We know that, sir.
Senator MRToo. And he shares with me a certain degree of appre-

hension about this bill, because you are putting Congress right in the
middle of your whole foreign policy implementation.

I got a letter here-I will show you how this thing works. It has
been stated that the Congress can resist pressures more than the ad-
ininistration, which somewhat amuses me.

Here is a letter. And I do not want to divulge the name because
I have not asked him for permission. But it comes from an osteo-
pathic surgeon in Fort Lauderdale, Fla., who writes to me. I haven't
got a vote in Florida. I do not guess this man has a patient from
Kentucky. But he writes me "Re sugar quota for British Honduras."
And he goes into a four-paragraph letter here giving me every rea-
son why we should increase-not take the House bill but increase
what is in there for British Honduras. And I suppose I will get one
from a dentist in Los Angeles asking us to increase the Indian quota
that is already in the House bill.

And you talk about pressures.
This is no place to allocate these quotas. The Congress of the

United States is no place.
I have had the high privilege of visiting India. I think it is a

wonderful Country. I think its agricultural economy, whereas it is
somewhat a lot to be desired, but it is coming along, coming along
fine. I want- to see them get a share of the sugar market. I do not
see why, on the world market, they would not get a good share of it.
And I do not see why our Secretary of State, our Secretary of Agri-
culture, our President, would not try to see that they got the fair
proportion of this market. But I do not see why we have to write
into law something that tells us that we are going to have to rely on
India for sugar in case of war-and I disagree with those who say
that any next war may be a short war. We have said that about the
last two wars.

If they decide not to use the atom bomb, as they did not use poison
gas in World War II, it could be a long war, if we ever get into an-
other one.

And why are we setting up a quota, and building the Indian people
and their economy, grinding them into this thing, when if a war
came we would not any more-we would not bring a pound of sugar
from India. Any sensible person knows that.

Mr. RiDDELL. I am afraid, Senator," if we have another World War
no one will be bringing sugar from anywhere. But in any event, if
there is another Suez or Hungarian crisis which comes along, India
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stands willing, ready, and able to supply whatever sugar to the
United States that it can sell here.

Senator MORTOn. Well, I think you have been very frank. It
me say this. I will be equally frank. There is no disposition on
our part, or, I think, on the part of anybody on this committee to
take action which would be unfriendly toward India or any of the
other of our stanch friends and allies who appeared and will appear
on this bill.

But I must say I think everybody is going to be better off, and the
world's price of sugar is going to be better off, if we adopt some form
of global quota.

Now, then, to be equally frank with you-you have been frank with
me-if precedent is carried out, Mr. Cooley will have his way and
the House bill will bepassed.

Senator DOUoLAS. Senator Williams.
Senator WILLIAMS. Mr. Riddell, you referred to the fact that India

was buying substantial quantities of cotton and wheat, and paying
cash.

Mr. RIDDELL. Yes, sir.
Senator WiLImXs. Are they paying dollars, at world market

price?
Mr. RIDDELL. Yes, sir, Senator for much of it.
I have here an agreement that was negotiated with respect to our

last allocation of sugar. India purchased-with the sugar money,
from the last 50,000 tons that she could sell in the United States-for
cash, 44,000 bales of cotton.

Senator WILLIAMS. And that was paid for with American dollars?
Mr. RIDDEiL Yes, sir.
Senator WILLIArs. At the world market price, no discount?
Mr. RIDDELL. That is correct sir.
Senator WILLIAucs. Now, how much other quantities of wheat or

cotton has India purchased during the past 12 months, and how was
that paid?

Mr. RIDDELL. They purchased very large quantities, sir, under Pub-
lic Law 480. They also purchased for cash wheat in the amount
of-will you excuse me, sirf We believe we purchased 100,000 tons
for cash.

Senator WLIAM1S. Of wheat?
Mr. RIDDELL. Yes, sir.
Senator WILLAXS. And how much cottonI
Mr. RIDDELL. 44,000 bales that I know of, and I think more-for

cash.
Senator WILLIAMS. That is for dollars?
Mr. RIDDELL. Yes, sir.
Senator WILLums. At the world market price?
Mr. RIDDELL. Yes, sir.
Senator WILLIAMS. Now, how much did you buy under Public Law

480 last year?
Mr. RIDDELL. I know, Senator, that India negotiated an agreement

to purchase 1 million tons of wheat under 480 and that agreement has
been proceeding along normally. I do not have it broken down by
commodities.
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Senator WILLIAMS. Now, on the 1 million tons that you purchased,
how did you pay for that?

Mr. RMDELL. Under Public Law 480.
Senator WILLIAM S. In Qther words, you paid for it with Indian

currency, which would be resent in India, and the American tax-
payer would in effect get no dollar return at all from that, million
tons?

Mr. RIDDELL. That is correct, sir.
Senator WILIAMS. Now, would you be willing to trade some sugar

on the same terms?
Mr. RIDDEur. Sugar for cotton?
Senator WmLLAMS. For some of the 4801
Mr. RIDDELL. If I understand the House bill, the House bill pro-

vides that the allocations will not be considered-that is renewed,
since they are on a year-to-year basis-unless agricultural commodi-
ties are purchased from the United States, dollar for dollar.

Senator WILLIAMS. Now, how much cotton did you get under Pub-
lic Law 480 last year ?

Mr. RIDDELL. I have referred to that we purchased for cash. I do
not know-I do not have the figures under Public Law 480 with me.
I can supply them for the record.

Senator WLLAMS. Will you supply-
Mr. RmDLL. Just a moment, Senator, perhaps I do have something

here- '
In 1960, 1061, $40,090,000 worth of cotton were purchased under

Public Law 480; $20,061,000 worth of cotton were purchased for cash.
Senator WmutaAs. Yes; and on the wheat, it was-1 million tons that

you got under Public Law 480, and 100,000 tons you paid for in cash.
Mr. RIwDLT. Yes; the I million tons, Senator, is being delivered

over a period of 4 years..Senator WILLIAMS. That is right. But for the record, to keep the
record straight, while we refer to the Public Law 480 sales, they are in
effect grant&

Mr. Rmo rr. Purchases for rupees.
Senator WmLxws. Yes; they are payable in the currency of India.

•Ana'we do not get those--we only can respend them in your country
upon agreed programs.

Mr. RiDDELL. Yes, sir.
Senator WILLIAMS. So in effect, when we speak of the sales, I mean

India's purchase, there is the million tons of wheat and the $40,-
"090.000 worth'of cotton, are in effect grants.

Mr. RxDm. That is correct, sir.
Senator WILLAMS. Thank you.
Mr. RIDDELL. It comes rightback to this point, Senator.
Unless India can devel0+ armnaet hereib earn d5lkrs, her foreign

exchange position is reduced to nothing.. Unless she can sell foi dol-
tars, shiinnat bWy6i dollarss.

Senator WUuAMs. I appreciate that, and have grpat sympathy for
th ,-robleni of the doillr shortage. Occasionally some of us get con-
finte..witha dollar shrtaI here i thii country; t6o, and it may be
9 aitlatioi 6hat we Would have to'tae 6re of s me of that at the same
tim . R . ...Mr. RIDDEgLL. Yes, sir.
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Senator CARLSON. Mr. Riddell, you made a statement that intrigued
me a little, because I have been concerned about the section of the
language in the House bill and the report regarding the consideration
that must be given or should be given for the purchase of agricul-
tural commodities to countries that we assign quotas.

Is it your understanding that the House bill or the House report-
that the language would require that they give real consideration to it,
or take that as a part of the quo h' –i i

Mr. RIDDELL. I draw a conclusion, sir, arom. t I understand to
be the fact, in conv tions with members of the e Agricultural
Committee and s ements made by ose responsible r the bill in
the House, wh in it was stated th t t i e country which re-
ceive allocati s from the rise ,ed Cuban q ota, purclhad dollar
for dollar A erican agri6 itur 1 products, t J7 would not iceive it
again. An this is grnted on a ear-tO earbasis.

In other erda, iPuI siaeso aiS 't ral commdities
for the 1I000 tons allotted te-lr e Hoa e b 11, then w en.it
is reconsi ered, if I underst e ntent, th wou d not ag n bE
eligible to receive a y"llocati n 4

Senate, CAmsO W lln, nn ia isb on
the hea not e hear buto he at e [ouseo the
billI

Mr. R 'Vaen. /
Senator ;Nso. I h 6 and I interest in.
Mr. RIDD .I am unable to the r asons w the la age

was not--wh this was not in repo u the ere seve 1 ques-
tions Ike o Congressm oage of Texa p wisely on is point,
and there s animity en amo the co tee mem-
bers in theHo Isible or the ill that this was e case.

Senator OARL8ON. ell, I did notice that the Ho did strike out
the language inthe bi had last here, which s specifically that
except that special consi n shall be to countries of the
Western Hemisphere, and to those cou ries purchasing U.S. agricul-
tural commodities. And now, that has been stricken out. That is
not in the House bill.

I have here the report. While it mentions it, it is not as strong as
I would like to see it.. It might be that in the debate congrsional,
intent might be carried out. And this section, in. the reprt -reads
this way:'

In making the temporary alocations-for 1963 to other nations fromo the Cuban
reserve quota, thme Qongres will ,rexlew and take Into conolderaton among other
fact6rs the purchases thatthe vartius sugar-producing eautriee" of agricultural
cOmmodltieplfrom the lUnhed State.

Th ais n .suggwetio .
nd ll1 given special consideration also to good neighbor countries of, the

Western Hemisphere,.
iqm glad to get your statement on it, because I am hoping to makoit rno nthq legislation itself.

Senator DOUs. Senator Gore
I! SnAtop Goix. No questions..

ouor AS. J7 ank you ry much, M Riddell.
Thankyou, Senatr, for the 9pportuity t appear!

before the committee. I
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Senator "MCCARTHY. Mr. Chairman, may I just ask a question?
Senator DOUGLAS. Yes, indeed.
Senator MCCARTHY. Apart from the question of how the quotas are

allocated, is it your contention that the so-called preiniun prices we
pay above the world market really establishes only a reasonable pricefor sugnr I

Mr.1DDELL. Yes, sir.
Senator MCCARTHY. The distribution of it is another problem, and

the manner in which the premium payment may be used in the re-
cipient country. It is the contention of those familiar with this in-
dustry that this added to the world price is not an unusual payment
for sugar, as it averages out throughout the entire sugar-producing
area of the world.

Mr. RIDDELL. Yes, Senator.
Senator MCCARTHY. So we have two problems. This settles one.

The second, then, is the question of how the quotas are allocated and
along with that, the question of who is to make the allocation.

Mr. RIDDELL. Yes, sir.
Senator MCCARTHY. It seems to me there are now at least four or

five quotas to consider. There is the global quota, and the Cooley
quota, and I have a quota. There may be more around here before
we finish.

Mr. RmDELL. I would appreciate your consideration, Senator.
Senator DoUGLAS. Any other questions?
Thank you very much.
Senator DouoLs. The next witness is Mr. Ralph Gardner, repre-

senting, as I understand, the Mauritius Chamber of Agriculture.
Mr. Gardner, we welcome you. There was a little byplay a couple

of days ago as to the location of Mauritius. The Senator from Okla-
homa stated he was not quite certain where it was. I think we finally
have located it.

May I ask, is this the island to which the British Government ex-
iled Archbishop Makarios of CyprusI

Mir. GARDMR. No, sir, not that I know of. Not Mauritius.
Senator DouoLAS. I rather think it was. Nonetheless-

STATEMENT OF RALPH GARDNER, ON BEHALF OF MAURITIUS
CHAMBER OF AGRICULTURE, PORT LOUIS, MAURITIUS

Mr. GARDNER. Mr. Chairman, statement is a little different
from anyone else's, as you will see, because it has developed in these
hearings there was a great lack of knowledge of this country, its
location, its geography, its history. I am not going to read that. I
am going to speak extemporaneously, but try to cover generally what
is in this statement.

I notice the Under Secretary of Agriculture did not know where
Mauritius was. The chairman of the Agriculture Committee thought
it was in Africa this morning. And that has been a lot of confusion.
Even the press has constantly called me, So I'll just take a few min-
utes to tell you something about it.

My name is Ralph W. Gardner. As a member of the law firm of
Gardner, Morrison & Rogers, 1126 Woodward Building Washing-
ton 5, D.C., I represent all the sugar growers of the island of Mauri-
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tius and the Mauritius Chamber of Agriculture, Port Louis, Mauritius.
Gentlemen, I must state, and you will notice my testimony before

the House Agricultural Committee, that Mauritius, my clients, did
not oppose the administration bill. We took no stand at all. I think
it probably was the only foreign country that did not oppose the ad-
ministration bill.

Mauritius is an island situated in the Indian Ocean, which is a very
large ocean, as you know. It is the third largest. Actually it is larger
than the Atlantic, but the amount of bays, of the Bay of Bengal, and
so forth, are not credited to the ocean.

It is 1,600 miles east of Africa. We are in between Africa. and
India. W7e are 2,500 miles south of India.

Mauritius is a very small island. As a matter of fact, I expect the
counties that each member of this committee come from are larger
than the island of Mauritius.

Mauritius is approximately 10 times the area of the District of
Columbia.

We are right proud of its record and what it has done.
It is a very small island. However-and this has not been brought

out-Maurithis is the seventh largest exporting country of sugar in
the world. - -

I understand recently, with recent allotments to Peru and Mexico-
we are probably ninth now. But we have for 200 years been a strictly
sugar country, and we are well known all over the world, except in the
Western Hemisphere, apparently.

We have a very large population-650,000 people, with a density of
900 persons per square mie-and except for nationalist China, no
other country in the world has a population density approaching that
of Mauritius.

Now, the history is very colorful and interesting, and you can read
it on page 2, if you care to.

It is a British possession now. They took it away from France
because of its strategic position. It sits in front of the Suez Canal.
All traffic in that area goes by it. It is a communications center now.
And it is a strategic point.

Incidentally, we have for the last 20 years been moving toward
complete independence, and we expect to receive it, an opportunity
to vote, within 2 years. So we wilI be independent of England, if it
is so voted.

Our population is comprised of 181,000 Europeans and descend-
ants of Europeans and people of African and mixed origin-427,000
Indians, and 22,500 Chinese, That is rather a mixed up ethnic group.
We have lived together, we have worked together, and we get along
well together, we go to school together, we are educated together. It
has been a very progressive forward moving nation. And England
feels that we deserve compete independence. Oi course, at present
we are a crown colony.

Although a very small country Mauritius has had longstanding
trade relations with the United States. Unfortunately it has been
on a virtually one-way traffic basis-Mauritius importing and the
United States exporting. This one-way traffic is not healthy and can-
not continue indefinitely.
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Prior to World War I , Maurit ins inpl)oled American goods oil a
fairly large scale: mior cars and parts, plows, tools, motors, macliin-
ery, chemicals, agricultural tractors, Iibricat ing oils, sugar-making
machinery, Virginia bright leaf unnianufactured tobacco, and so forth.
For a period after the war these imports were somewhat reduced
because 'Mauritiis was not. a dollar-earning country: howeveI, Ma -
ritius was able to continue the importation of Virginia bright leaf
unmanufactured tobacco, agricultural tractom., and sugar machinery
on a fairly substantial scale. It had to fight hard battles with lhe
United Ki'ngdom in order to obtain the necessary dollar allocation.

The annual report of the Customs and Excise department , pub-
lished August 1960, shows that for the years 1958-59 Mauritius im-
ported about 18,500,000 rupees--about $4 million-wnrth of articles
from the United States. If you look at the exhibit., it you have time
sometime, it gives a list of everything we bought from the United
States.

The agricultural products, mostly unmanufactured Virginia bright
leaf tobacco, represent. about one-ten th of Mauritius' imports from the
United States, the total value of which would buy about 20,000 tons
of sugar annually.

I might say in the 200 years we have been trading with the United
States, the only record we could find of the United States ever pur-
chasing anything was 100 bags of coffee 2 years ago, from Mauritius,
and they did not repeat the order this year.

The importation of tobacco increased steadily in recent years follow-
ing upon the decision of the British American Tobacco Co. (Mauri-
tius), Ltd., and of the Amalgamated Tobacco Corp. (Mauritius) to
manufacture, in Mauritius, competing brands made from 100 per-
cent imported leaf tobacco. Imports from America have shown a
corresponding increase over the same period.

There can be no doubt that, if Mauritius could obtain an outlet on
the American market for its sugar, this would strengthen the trade
lines and facilitate the importation into Mauritius of agricultural
commodities of all types as well as more chemicals-we really need
machinery and cars and trucks and electrical equipment and things of
that nature more than we need agricultural commodities. We cannot
take wheat because we do not have any manufacturing plants-raw
wheat. We could buy some flour. We can buy rice.

Mauritius is an island comparatively isolated in the Indian Ocean.
It has no coal, oil, iron, tin, copper, gold, silver, or mineral resources
of any kind, being volcanic in origin. The country depends exclu-
sively on agriculture and agricultural industries. No country in all
the world is so entirely dependent, upon agriculture.

I would like to give you these figures.
Sugar cane is grown on 45.2 percent (208,100 ncres) and tea, food-

crops, aloe, and tobacco are grown on 3.7 percent. Forest land and
natural reserves account for 21.3 percent. Scrub frazing land, mead-
ows, and wasteland account for 17.4 percent. Thus we see that 87.6
percent of all the land is in agriculture, managed forestry, grazing
land and some wasteland. It is interr.%ing to note that only 5 percent
of the lands in South America are tilled for agricultural purposes and
only 24 percent in the lTnited States of America.

As indicated above, 45.2 percent of all the island's area is in sup.ar-
cane cultivation. Of this total 52 percent is owned and cultivated by
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23 sugar mills. These mills are owned by 21 separate corporations
with hundreds of stockholders.

Now, these mills, Mr. Chairnan-when France sent about a tou-
sand Frenchmen, the King of Franc -to colonize this island, which
was rlinhiabited, lie took t lme best farers lie could and they were sent-
there to (to only one thing, grow sugar. And they have done it ever
since.

Now, under the Code of Napoleon, which the French people had and
still have in Mauritiius, tie inheritance law fragmented these large
estates. Finally, when the competition got so tough as it, is now, tliefamilies-we had 30)0 and something mill--everv little faily had

a mill. So we got together and built' braldnew niills. We spent $75
million since World Var II-had to borrow a lot of it-but we got
the finest nuachinery, the best equipment. And I do not care what
Peru or Fiji says. The statistics show we are the lowest cost pro-
ducers in the world. We have the most modern and efficient and up-
to-date machinery of any count ry in the world.

The sucrose sugar content ex!ration-we are in the Iirst three. We
are either first., second, or third-it just varies with the seasons. And
that has a lot, to do with the machinery and equipment and handling.

Sugar cane is the only agricultural commodity that can sustain a
country with the world's second highest. population density per acre.
It is also the only commodity that has been able to resist the cyclones
and droughts that periodically occur.

We have had people say this cannot be done-"you are just a one-
crop economy, you cannot make it, everybody is going to starve to
death." Yet we are still in there fighting andl we are right, up there
at the top.

All attempts made over the last 100 years to diversify the economy
have met with no real success, although Mauritius does produce some
aloe fiber, tea, maize, potatoes, peanuts, and tobacco for local con-
sumption. There is also a fishing industry which is almost sufficient
to meet local requirements.

A small tourist business is now being started in Septembei-and we
hope one member of this committee or two-they are usually paid by
the Department of Agriculture to attend the international sugar con-
ference to be held in Mauritius, which we think is a great compliment.
There will be 44 nations present, which represent 88 percent of
the-

Senator DOUGLAS. I notice that you say Mauritius is a very fine
tourist center. You think this may have played a part in the choice
of Mauritius as a center for this conference?

Mr. GARDNER. Sir, we just told them it wias. We are going to let
them find out. Very few people have ever been there.

Senator DOUGLAS. I notice that experts love to go to exotic and
beautiful phces to hold their conferences.

Mr. GARDNER. Mauritius looks a great deal like Jamaica. It is a
very exotic and lovely island.

Row, I would like to tell you something about how we finance our
country.

Nearly one-fourth of the tax revenue is derived from the 40-percent
flat rate on the undistributed profits of corporations (about three-
fourths of this tax is borne by the sugar industry). Dividends are
taxed in the hands of shareholders at the rates applicable to the in-
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dividual holder. These individual income tax rates vary from 10
percent of the first $1,000 of chargeable income up to 70 percent on
all chargeable income in excess oF $10,000. The individual income
tax provides about 17 percent of the tax revenue.

Nearly 47 percent of the tax revenue is derived from import and
excise duties, which primarily are revenue raising rather than, protec-
tive in nature.

In May 1961 the legislative council imposed a 5-percent ad valorem
tax on all sugar to be exported from Mauritius for general revenue
purposes.

There are other general taxes on motor vehicles, trading licenses,
registration fees, lotteries, bets, and so forth.

Articles of mass consumption, such as rice, cereals, and salted and
dried fish, carry practically no import duties or tariffs.

It goes without saying that education, health, public assistance,
capital improvements, cost of government administration, police
agriculture programs, and so forth, are all dependent on _quantity and
price of sugar sold each year plus the revenue from tariffs on articles
that are purchased with the money received from the sale of sugar.

We have no industries. We have a little bag factory which makes
the bags to ship the sugar in. But that is the only industry we have.
It is all sugar.

oe feel that after 28 years of not being allowed to come to the U.S.
Congre s or the State department or anywhere else. we are mighty
pleased, Mauritius is mighty pleased, to have an opportunity for the
first, time to come and have an opportunity to share in the U.S. sugar
market. We have been excluded before. We have never sold any
sugar, which is the only thing we have to sell.

Mr. Chairman, I womld like to call the chairman's attention to some-
thing I know you would ask me. It, is prepared for you, sir. That
is, where our sugar goes.

Most of our sugar goes to the Commonwealth Sugar Agreement
quota-5,000 to 6,000 short tons. The International Sugar Agree-
ment quota-now, we do not know whether that is in effect or not now,
since Cuba pulled out. We are allotted 44,000 tons. The local
consumption was 29,000 short tons.

Now, this is interesting. You see, we get three different prices
there.

On local consumption, the Government makes the sugar producers
sell the sugar to the consumers of Mauritius at half the worIld market
price.

Senator J)oroyis. That would be about 11/. cents per pound?
Mr. GARDNER. Just a little over; yes, sir.
Senator DOUGLAS. And under the International Sugar Agreement

what is the price?
Mr. GARDNER. That varies. Mr. Myers in his speech in New York

recently, said that the purpose of the International Sugar Agreement
was to try to keep this sugar floating around at a price of 3.15 to 4
cents a pound.

Senator DOUGLAS. 4 cents a pound ?
Mr. GARDNER. I'm quoting Mr. Myers.
Senator DotVrLAS. You mean that is the purpose. But what is the

effect? What is the result ?
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Mr. GARDNER. The result, sir, I cannot give you right now. But
I think it has held up pretty well. It is not ini effect now, I do not
think.

Senator DOUOLAS. And the Commonwealth Sugar Agreement-how
much do you get?

Mr. GARDNER. Sir?
Senator DOUoLAS. Under the Commonwealth Sugar Agreement,

what is the price you realize?
Mr. GARDNER. About like Fiji, except it costs us more to ship it to

the United States.
Senator )oUGLrAs. For the sake of the record, what is it?
Mr. GARDNER. I would have to get that. It is all in rupees. I

would have to convert that.
Senator DOUGLAS. 4 cents a )ound, roughly?
Mlr. GARDNER. I would say close to 4 cents a pound, or lower.
Senator DOUGLAS. Or lower?
Mr. GARDNER. Yes, sir.
Senator DouorAs. And you want the United States to buy sugar

at approximately 612 cents a pound?
Mr. GARDNER. Sir, I said we came in to ask for anything we could

get. This is the first chance we ever had a chance to come in here.
Senator DOUGLAS. Well if the Cooley bill goes through, what will

you get 61/ cents a pound i
Mr. 6 ARDNER. Yes, sir. We will get the American price, subsidized

price.
Senator DouuiAS. You favor the Cooley bill.
Mr. GARDNER. Well, I must say it would be awfully hard to say I

do not favor it.
Senator DOUGLAS. So you favor a program which will require the

American consumer to pay 2 cents more than the members of the.
British Commonwealth.

Mr. GARDNER. That is about right.
Senator Douok.s. Now, just a moment-
Mr. GARDNER. Mr. Chairman, here is what I ask. You read my

testimony. I said if you are going to the Agricultural Committee, if
you are going to assign quotas to all these countries, inside and out-
side the )Western Hemisphere, then I think you ought to recognize
the country that has been in business over 200 years-and some of
these people, you know have just sprung up over night. And this is
our only livelihood. iWe are the seventh largest producer in the
world. I thought we ought to have a chance to be heard and get a
share of the market.

Senator DouOxAs. Well, Mr. Gardner, if we scatter our largesse
over the world, I am sure some of it should light on the beautiful tour-
ist island of Mauritius. But the question is whether we should scatter
this largesse as widely as you seem to favor. What I am asking is
why should we be asked to assume higher prices than the noble British
Commonwealth is willing to pay?

Mr. GARDNER. Well, we would just like to be treated like the rest
of the folks are being treated.

Senator DOUGLAS. You what?
Mr. GARDNER. We would like to be treated like the rest of the people

are being treated.
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Senator DOUGLAS. You mean if we give improper favors to others,
you want to be in on the impropriety; is that correctI

Mr. GARIDNFR. Well, I would not think you would do anything im-
proper, sir.

Senator GORE. Mr. Chairman, this gentleman's father was a dis-
tinguished diplomat. I think he is a worthy son of a great father.

Senator DouGLAs. Of course, you are aware, Mr. Gardner, that with
your 10,000 permanent and 100,000 temporary, it gives you 110,000
under the House bill, whereas formerly you had nothing.

Mir. GAi)NR. That is right.
Senator DOUGLAS. We are not only buying the sugar from you at

world prices, but at $56 a ton more than world prices. Therefore
under the Cooley bill we would be paying you $6,160,000 a year more
than world prices for 5 years.

Mr. GARDNER. Yes, sir. We are mighty well pleased with it.
Senator DouL.As. The individual consumers in the United States

will bear that burden.
Mr. GARDN.NR. You wouldn't want to treat us any different, though,

from the rest of the countries, would you?
Senator DoUnGLAs. Well, I must say that as each country comes in,

the case against the Cooley bill strengthens.M[r. Gadner, the others have asked- questions about fees. Would
you be willing to state for the record your fees?

Mr. GADNER. Yes, sir; mine have been paid from all over the
country.

Senator I)ooiS. I read the paper, but I do not always believe
the paper.

Mr. GARDNER. Everybody seemed to be interested in the little island
of Mauritius. They had never heard of it before. They wrote some
rather clever and interesting stories about it. And they naturally
wanted to know about the lawyer. This is a public record. We have
a contract which we signed last July, after you had already passed
the extension. Mauritius had someone here as a representative--
someone in the British Embassy. The Western Hemisphere thing
then was apparently paramount.

Senator DOUGLAS. That is, the British Embassy was unsuccessful
in getting Mauritius in the 1961 act, is that right?

MIr. GARDNER. Someone was interested there, or maybe someone
from Mauritius.

Senator DOUGLAS. In any event, the British Embassy was unsuccess-
ful last year.

Mr. GARDNER. We were contacted in July and signed the contract-
I don't know exactly-probably around July 4.

Senator DOUGLAS. What does this contract provide?
Mr. GARDNER. I have worked pretty hard trying to get something

for them, too.
The price is $12 000 a year, and we have been paid in advance for

the first year and ior the second year, and we have already spent the
money.Senator DOUGLAS. $12,000 a year for how many years?

Mr. GARDNER. Actually Senator, it is 18 months. We are on the
basis of $12,000 a year. We have no contingency.

Senator oUGLAS. Now this is a 5-year law.
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Mr. GARDNER. No, sir. Our contract runs to December 31 of this
year.

Senator DouOLAs. It will not be renewedI
Mr. GARDNER. I don't know.
Senator DouGLAs. Is there a gentleman's understanding that it will

be renewed? It is possible that it may be renewed?
Mr. GARDNER. Sir, we have not discussed it, but it has gone throughmy mind; yes, sir.
Senator DOUGLAS. It has gone through my mind, too.
If it were to be renewed for the full life of this bill, it would be

$12,000 multiplied by five, or to be more precise 12,000 multiplied by
41/2 or a total of somewhere between $54,000 and $60,000. Is that
correct?

Mr. GARDNER. Well, sir, I could not project on something that has
not happened or has not been discussed.

Senator DOUGLAS. I said if it were to be renewed.
Mr. GARDNER. Oh, yes; yes, sir.
Senator DOUGLAs. And evidently the island of Mauritius felt that

it would be better represented by you than by the ordinary diplomatic
channels through the British Embassy. u

Mr. GARDNER. Mauritius was referred to us by an international
law finn that we have had dealings with for over 20 years.

Senator DOUGLAS. Are they getting a finder's fee?
Mr. GARDNER. Sir?
Senator DoUaLAs. Is this other firm getting a finder's fee I
Mr. GARDNER. No, sir.
Senator DOuaLAs. Not from you?
Mr. GARDNF.R. No, sir; not from anyone; no sir.
Senator DOUGLAS. Well, you are a very charming gentleman, like

your father.
Mr. GARDNER. Let me mention one thing I had in our statement.
Mauritius, outside of being friendly and a sugar country, we are

now-we have cooperated for the last 2 years with our Air Force
in the missile recovery program. It is not entirely without danger
to our people. The ICB3M missile is shopped from Cape Canaveral.
The airfields have been open to the United States in the recovery pro-
gram. We have cooperated.

If you will look at the two astronauts, you will notice that the track-
ing ship is based off Mauritius. And we have. cooperated fully to
the best of our ability with the American Government as an ally and as
a friend.

Senator MoRwoN. Mr. Gardner, first let me say that I have the high-
est feelings of friendship toward the island of Mauritius, and I hope
that if there is an international sugar meeting there and if I am suc-
cessful in my endeavors in Kentucky this fall,, that I might be invited
to go along on this trip. It sounds like an interesting possibility.

Senator DouLAS. May I say I have no such hopes.
Senator MORTON. For me?
Senator DouOLAs. No. For myself. I do not think I will be invited

to an international conference.
Senator MORTON. You say that Mauritius was the seventh largest

exporter of sugar in the world. Where did that sugar go?
Mr. GARDNER. Well, my statement shows pretty well. It goes to the

commonwealth countries. Actually, we are the largest supplier of
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sugar to the Un ited Kingdom, which is England, Scotland, Northern
Ireland, and Wales. We have been for many, many years. In a way
we are a small cubit to England-the United Kingdom.

We have great experience in shipping in wartime and peacetime
to the North American Continent. We are long ways away from New
York. We are about 12,000 miles away. We are 7,000 miles from Lon-
don. But we have gotten through. And we have fulfilled our con-
tract. We are a stable supplier. The world recognizes us as such.

I do not think the British and Canadians would have dealt with us
all these years unless they thought we were doing a good job.

Senator MoiroN. I recognize that. But you talk about 200 years
ago that the French sent out some farmers to colonize that island be-
cause it was a good potential source of sugar. You have, according
to your testimony, built a very efficient industry. You even say you
doit better than they do in the Fiji Islands.

Mr. GARDNEA. Yes, sir.
Senator MORTON. Why are you coming here? You have been doing

this for years; 200 years. Why are you coming here trying to-
Mr. GARDNER. We have about 150,000 tons of sugar that we have

to carry over after selling 25,000 to 50,000 tons in the world market,
and the world market hasbeen low and is low.

Senator MoRToN. Wasn't this really a result, Mr. Gardner, of the
fact that there is a disruption in the world sugar market because Cuba
went Communist, and we had to quit taking the Cuban sugar?

Mr. GARDNER. Senator, nothing would please us better than for
Cuba to come back in and start supplying sugar. It would stabilize
our market. We have been getting along all iight. But we are cer-
tainly upset now on our excess sugar which we cannot sell to the
preferential countries.

Senator MORTON. The sugar that you have during this 200-year
period been supplying to the United Kingdom or Canada or whatnot
is now to a degree, is it not, being displaced b Cuban sugar being
refined in Poland let's say, and then goin into the United Kingdom

Mr. GARDNER. i have heard that, and Ihave reason to believe that
there is serious competition to our sugar. But since we have been
there so long in thick and thin, we believe that England, the United
Kingdom wil continue to buy from us at a decent price, because we
have played ball with them in wartime and peace.

Senator MoirroN. That's all.
Senator DouoLAs. Any other questions?
Senator CARLSON. Mr. Chairman, I do not want Mr. Gardner to

leave the witness stand without my stating that during my service in
the House of Representatives I had the pleasure and privilege of be-
coming well acquainted with his father and his mother. His father
was a perfect gentleman. He served as Assistant Secretary of the
Treasury, as I remember it, for a period. I had many contacts with
him.

Senator MoiRroN. Under Secretary.
Senator CARLSON. Under Secretary-I remember him very well.
Senator GoR.& Mr. Gardner, how many tycoons are there in the

sugar production on Mauritiusf
Mr. GARDNER. We do not have any, sir. Our property is divided

up. I can just give you how it is pretty quickly-in just a second,
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I know it is something you have been interested in. I should have
brought it out.

Seventeen thousand eight hundred and twenty-nine owners of sugar
property under 10 acres-who own under 10 acres. There are 903
cultivators who own between 10 and 99 acres. There are 73 who own
100 to 199 acres. There are 37 who own 200 to 249 acres. There are
nine who own 500-and-over acres. There are 2,718 farmers who are
tenant farmers.

Senator GoRE. Well, what kind of combine-or is there a shipping
combine that handles the transportation I

Mr. GARDNER. We have a single--the Mauritius Chamber of Com-
merce-this is by law. All sugar produced on the island has to go to
certain-a certain mill. I mean if you are in that vicinity. Then the
mill has to turn it over to the Mauritius Chamber of Commerce, or
the sugar syndicate, as some people call it. Then we sell that sugar
all year long, and each price is different. At the end of the year we
pro rate it so that every person, little and big, gets the same price for
the sugar-whether it is world market or not.

Senator GORE. That sounds like a cooperative. Is the chamber of
commerce a profit organizationI

Mr. GARDNER. It is a quasi-legislative-not quasi-legislative. It has
been set up by law.

Senator GoRw. You mean this is a public body?
Mr. GARDNER. This is a quasi-public body. The chamber pays its

own expenses. But the law has given them these powers, so they can
have the orderly sale of sugar.

Senator Goan. I must say that, like some of my colleagues, I have
learned a little geography during the course of this hearing.

I thank you for contributing to my knowledge.
Senator DouOlAs. Senator-McCarthy.
Senator MCCARTHy. No, I think not-except to note I think the

witness has covered all the possible arguments, from the danger of
communism to the need to support, underdeveloped countries, to im-
provement of relationships within the NATO organization. I com-
mend him for leaving no space uncovered.

(The full statement of Pr. Gardner follows:)

STATEMENT OF RALPH W. GARDNER. ON LEGISLATIOx To AMuND AND EXTEND TH
SUGAR Ac( or 1948, AS AMENDED

My name Is Ralph W. Gardner. As a member of the law firm of Gardner,
Morrison & Rogers, 1126 Woodward Building, Washington, D.C., I represent all
the sugar growers of the island of Mauritius and the Mauritius Chamber of Agri-
culture, Port Louis, Mauritius.

I wish to express my appreciation to the chairman and members of this com-
mittee for the opportunity of appearing before you.

First, I wish to state that I will not attempt to suggest to this committee how
Congress shall allocate the United States of America's estimated sugar needs
between the domestic and foreign producers; however, I would like to confine my
statement to H.R. 12154 insofar as it relates to the allocation of quotas to foreign
suppliers, and briefly present the reasons in favor of Mauritius supplying sugar
to the United States.

Jr. GOGnAPHY

Mauritius is an island situated in the Indian Ocean, some 1,80 miles east of
Africa and 550 miles east of Madagascar. It is approximately 2,500 miles south
of India.

Mauritius is 39 miles long and 2) miles wide. It measures 720 square miles or
460,800 acres and is about the size of Rhode Island, the smallest State in the
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Union. Mauritius, with a population of over 650,000 inhabitants, has a density
of 900 persons per square mile. Except for Taiwan (Nationalist China) no
other country in the world has a population density approaching that of
Mauritius'

n. HISTORY

The Island was known to Arab sailors during the Middle Ages, and was on
maps of 1500 with an Arabic name. It was discovered by Portuguese tilors In
the early part of the 16th century. The Dutch took possession of it in 1508
and renamed it Mauritius, after Prince Maurice of Nassau, and actually occu-
pied it between 1638 and 1710. It was from Mauritius that Tasman in 1642
set out on his most important voyage of discovery of New Zealand. It was dur-
ing the Dutch period that the "dodo," a bird peculiar to Mauritius, became
extinct.

In 1715 the island was taken over by the French who settled there and colonized
It. They renamed the island "Ile do France." The French around 1722 brought
in African slaves to work in the sugar fields. The island remained in French
hands until 1810 when, on account of its strategic position (called "The Star
and Key of the Indian Ocean"), it was seized by the British. In 1814 it was
formally ceded to Britain by the Treaty of Paris and the island was renamed
"Mauritius." However, the French settlers were permitted to retain their
language and religion. As a result, French and English both are still spoken
on the island. English is used for official purposes. The most commonly heard
language, however, is Creole, a colorful language mainly derived from French.

After the British took control of Mauritius, the island flourished due to the
ever increasing export of sugar to England. In 1833 the slavs were freed.
This raised problems on the sugar plantations as the newly freed slaves were
reluctant to work for their former masters. The planters responded by import.
lug indentured laborers from India-over 450,000 of them between 1836 and
1004--of whom about 315,000 remained to settle in Mauritius.

As a result of the heavy immigration of the 19th century the ethnic composition
of the population changed dramatically. The 1959 population of approximately
631,000 comprised about 181,500 "Europeans and descendants of Europeans, and
people of African and mixed origin," 427,000 Indians and 22,50 Chinese.

Since 1810 Mauritius has remained under the British crown; however, she Is
now on her way to complete self-rule and independence.

I1!. GOVERNMENT

Mauritius is a crown colony of the British Empire, but it has progressed
rapidly since 1047 from the crown-colony status to representative and largely
responsible government. At present, it is administered by a Council of Ministers
appointed by the Governor from the Legislative Council which is composed of
3 officials, 12 nominated members and 40 members elected by the people on the
basis of universal adult suffrage.

IV. UNITED STATES AND TRADE WITH MAURITIUS

Although a very small country, Mauritius has had longstanding trade relations
with the United States. Unfortunately It has been on a virtually one-way traffic
basis: Mauritius Importing and the United States exporting. This one-way
traffic Is not healthy and cannot continue indefinitely.

Prior to World War II, Mauritius imported American goods on a fairly large
scale: motorcars and parts, plows, tools, motors, machinery, chemicals, agri-
cultural tractors, lubricating oils, sugar-making machinery, "Virginia Bright
Leaf" unmanufactured tobacco, etc. For a period after the war these imports
were somewhat reduced because Mauritius was not a dollar-earning country;
however, Mauritius was able to continue the Importation of "Virginia Bright
Leaf" unmanufactured tobacco, agricultural 'tractors and sugar machinery on a
fairly substantial scale. It had to fight hard battles with the United Kingdom
in order to obtain the necessary dollar allocation.

The annual report of the Customs and Excise Department, published August
19060, shows that for the years 1958-49 Mauritius imported about 18,500,000
rupees (about $4 million) worth of articles from the United States (see com-
plete list of commodities and articles--exhibit A). Agricultural products,
mostly unmanufactured "Virginia Bright Leaf Tobacco," represent about one-

SUnitd Nations, Danogrmplo Yearbook, 1958 t
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tenth of Mauritius' imports from the United States, the total value of which
would buy about 20,000 tons of sugar annually.

The Importation of tobacco increased steadily in recent years following upon
the decision of the British American Tobacco Co. (Mauritius) Ltd. and of the
Amalgamated Tobacco Corp. (Mauritius) to manufacture, in Mauritius, com-
peting brands made from 100 percent imported leaf tobacco. Imports from
America have shown a corresponding Increase over the same period.

There can be no doubt that, if Mauritius could obtain an outlet on the Ameri-
can market for its sugar, this would strengthen the trade lines and facilitate
the importation into Mauritius of agricultural commodities of all types as well
as more chemicals, drugs, food, cigarettes, lubricating oils, etc. All these and
hundreds of other articles are now being imported on a relatively small scale,
but the scope of increasing imports from America is great indeed.

V. ECONOMIC POSITION

Mauritius is an Island comparatively isolated in the Indian Ocean. It has
no coal, oil, iron, tin, copper, gold, silver, or mineral resources of any kind, being
volcanic in origin. The country depends exclusively on agriculture and agri-
cultural Industries. No country In all the world is so entirely dependent upon
agriculture.'

Mauritius is essentially-in fact, almost exclusively-a sugar-produchig coun-
try.' Sugar accounts for 98 percent of Its entire export trade. It is the largest
single colonial sugar exporter of the whole British Commonwealth, and, in fact,
it is now the seventh largest world exporter of sugar.

Sugarcane is the only agricultural commodity that can sustain a country
with the world's second highest population density per acre. It is also the
only commodity that has been able to resist the cyclones and droughts that
periodically occur.

All attempts made over the last 100 years to diversify the economy have met
with no real success, although Mauritius does produce some aloe fiber, tea,
maize, potatoes, peanuts, and tobacco for local consumption. There is also a
fishing industry which is almost sufficient to meet local requirements.

A small tourist business is now being started. Mauritius is a very beautiful
island. The climate is maritime and there are exceptional facilities for swim-
ming on sandy beaches, yachting, fishing, sightseeing, etc. New hotel accom-
modations are being built to accommodate the hundreds of participants in the
International Sugar Conference to be held in Mauritius in mid-1902.

The United Kingdom (which consists of England, Scotland, Wales, and North
ern Ireland) takes some four-fifths of Mauritius' sugar exports, but supplies only
a little over one-third of its imports; other countries of the British Commonwealth
(mainly Canada) take about 17 percent of Mauritius' sugar, and this group of
Commonwealth countries (mainly Australia, Burma, India, and the Union of
South Africa) supply about one-third of her imports. Non-Commonwealth
countries take less than 5 percent of Mauritius' exports but supply 25 to 30 per-
cent of its Imports-most of these coming from the United States, France, West
Germany, Iran, Japan, and Thailand.

vI. PUBLIC FINANCE

Nearly one-fourth of the tax revenue is derived from the 40-percent fiat rate
on the undistributed profits of corporations (about three-fourths of this tax
is borne by the sugar industry). Dividends are taxed in the hands of share-
holders at the rates applicable to the individual holder. These individual income

0 Mauritius measures 460 800 acres (including about 3,000 acres of Inland water bodies).
Sugarcane Is grown on 4.2 recent (208,100 acres) and tea, fooderops. aloe, and tobacco
are grown on 8.1 percent. Forest land and natural reserves account for 21.3 percent.
Scrub grazing land, meadows, and wasteland account for 17.4 percent. Thus we ae that
87.6 percent of all the land is in agriculture managed forestry, grasIng land, and some
wasteland. It is interesting to note that on[ 6 percent of the lands In South America
are tilled for agricultural purposes and only 24percent In the United States of America.

*As indicated above, 4. 2 percent of all the island's area is in sugarcane cultivation.
Of this total 52 percent is owned and cultivate by 28 suger mills. These mills are owned
by 21 separate corporations with hundreds of stockholders. only two sugar mills are
owned by nonloal Interests (ngusb owned).

Forty-four percent of all te sugar land-is owed btfreehold planters., whose holdings
mainly are under 10 acres of laud (17829 owners). 'There are 903 cultivators who own
between 10 and 99 acres. There are f8 wbo own 100 to 19 acres. There are 87 who
own 200 to 499 acres and 9 who own 500 and over acres Tenant farmers rent ad
cultivate 4 percent of the remaining land. There are !,718 farmers In this category.
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tax rates vary from 10 percent of the first $1,000 of chargeable Income up to
70 percent on all chargeable income in excess of $10,000. The individual income
tax provides about 17 percent of the tax revenue.

Nearly 47 percent of the tax revenue is derived from import and excise duties,.
which primarily are revenue raising rather than protective in nature.

In May 1061 the Legislative Council Imposed a 8-percent ad valorem ta. ort
all sugar to be exported from Mauritius for general revenue purposes

There are other general taxes on motor vehicles, trading licenses, registration
fees, lotteries, bets, etc.

Articles of mass consumption, such as rice, cereals, and salted and dried fish,
carry practically no import duties or tariffs.

It goes without saying that education, health, public assistance, capital Im-
provements, cost of government administration, police, agriculture programs, etc.,
are all dependent on the quantity and price of sugar sold each year plus the
revenue from tariffs on articles that are purchased with the money received
from the sale of sugar.

VII. SUoA PRODUCTION AND MAIKEI'NG

Due to the fact that sugarcane cultivation has been the primary source of life
on Mauritius from the mid-l8th century until the present day, it is not surprising
that Mauritius is one of the most highly efficient sugar producers in the world
today. The sugar mills are modern and in terms of extraction-recovery rank
near the top among the principal cane sugar producing countries. The entire
sugar Industry is highly and heavily mechanized. Ever more powerful units
are being brought into use. Well-Informed persons in the industry are of the
opinion that Mauritius could increase output by 150,000 to 200,000 short tons
in a very short period by seeing that the small landowners applied adequate
and proper amounts of fertilizer to their crops.

Mauritius' total market for Its sugar amounts to W9,000 short tons, composed
of the following outlets: Shot tout
1. Commonwealth Sugar Agreement quota -------------------- 526,000
2. International Sugar Agreement quota ---------------------- 44,000
8. Local consumption ----------------------------------- 29, 000

Total per annum market - ----------------------------- 9, 000
Mauritius Is currently producing around 650,000 short tons of sugar; and by

proper fertiliatlon It can and needs to increase this amount by another 150,000
to 200,000 short tons in order to sustain Its standard of living.

Since there is no scope for increasing local consumption materially, it Is clear
that, unless additional export outlets can be found for its surplus sugar,
Mauritius will be forced to discontinue the production of sugar on the present
scale, let alone increase its output. This will have untold consequences on the
economic life of the country.

Vf. NATIONAL TNCOUR

The gross national Income per capita rose after World War II until 1953
when It started Its decline and It has been declining every year since. The rate
of Increase in population is the second highest In the world. In the years
Immediately following World War II the elimination of malaria and massive
Improvements In sanitation and public health caused a revolution in the balance
between births and deaths. Thi future Is truly terrifying because Mauritius
is a small Island dependent on agriculture (sugar), with a strictly limited
amount of land and with an already existing pressure of population on it. The
standard of living is low, much lower than the standards of Western Europe
and North America. The gross per capita Income is about $225 per year, which
is considerably less than found In Latin America.

Ix. COMMUNIST TMST aND STRATEGIC SITUATION

With Its overpopulation problem (650,006 inhabitants, which at the present
rate of growth will reach the alarming figure of close to 8 million within 50
years), its declining standard of living and its present political emancipation,
Mauritius is definitely an easy prey for, international communism unless It
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receives prompt and adequate support from the West. The best form which
such help can take is seeing that there is an outlet for sugar at a remunerative
price.

There are signs already of some local politicians turning to Oommunist China
for an outlet for sugar. (There Is much discussion In certain groups as to
whether or not necessary economic acceleration lies in fact with the East rather
than the West.) There can be no doubt that the securing of a sugar quota on
the market of the United States would provide the pro-Western leaders of
Mauritius with real arguments against those who are trying to turn the masses
against the West.

Mauritius Is still a valuable strategic base and outpost for Western Powers
In the Indian Ocean. Whenever the Suez Canal has been closed, Mauritius has
assumed considerable military and naval importance as it is located at the
crossing of the sea routes linking Australia, India, and the East Indies with
South Africa. Today the airport on Mauritius is used' by three International
airlines: Air France (service between Paris and Mauritus via Nairobi and
Madagascar), Qantas (service between Sydney and Johannesburg via Melbourne,
Perth, Cocos Island, and Mauritius), and South African Airways (operating
same route as Qantas).

American aircraft are currently using the landing field In their missile re-
covery operations nearby In the Indian Ocean.

Mauritius is an absolutely essential link on the air route between Australia
and South Africa.

x. SUGAR AVAUA3LBA FOa THE U.S, MARKET

As from the calendar year 1962, Mauritius would be prepared to supply 165,000
short tons annually to the U.S. market out of its current production.

This sugar could be made available at any time of the year and spread over
any desired period as long as reasonable notice of requirement was given. Sugar
can be loaded and landed at U.S. ports in approximately the same time, after
notice, as sugar ordered from Australia. Having been one of the large sugar
suppliers for Canada for many years, Mauritius has had great experience In
exporting sugar to North America. The sugar can be supplied in bulk or bag.

xf. REASONS IN 1AvO Or MAURTUB SUPPLYING SUGAR TO TH UNITED STATES

(a) From the Maurita vew tpofst
No country In the world has a stronger or even an equal claim to an increased

outlet for its sugar, (1) being dependent on sugar alone; (2) facing a most dif-
ficult population problem; and (8) having demonstrated Its ability to produce
more sugar on a competitive basis.

(b) From the Amerkan viepotnt
() Mauritius is now the seventh largest world exporter of sugar, and, If the

United States has to go outside the Western Hemisphere for Its supplies, It
should obtain some of its supplies from a country occupying such an important
position in the sugar export world.

(ii) Mauritius has Imported goods, especially leaf tobacco, from the United
States for more than a century without ever exporting anything to the United
States in return; the United States should now avail itself of the opportunity
of reciprocating-if only to preserve its export trade with Mauritius, and
possibly to Increase it.

(Ws) Mauritius occupies a strategical position in the Indian Ocean from a com-
munications point of view; it is a vital link on the air route from South Africa
to Australia; the grant of a share of the U.S. sugar market would be one way
of preserving a friendly outpost at little cost.

(iv) The United States has pledged itself to helping underdeveloped coun-
tries; Mauritius is not only a deserving case; it is a typical instance of a coun-
try where a timely gesture could be an effective answer to Eastern powers
which are now trying to invade the field of political influence in Mauritius. The
attainment of independence by Mauritius may not be very far away and It
might then become an easy prey to international communism unless It receives
adequate help from the West.

(v) Mauritius is a single seller and can supply sugar virtually all the year
round In a normal year, which makes for ease of purchase and flow of supplies.
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JGMiII11IT A
In 108 and 1059 Mauritius Imported from the United States of America the

following articles: Bright belt tobacco leaf (one-tenth of entire Imports from
the United States, the total value of which would buy about 20,000 tons of
sugar annually), agricultural tractors, oil lubricants, cereals, cereal flour,
candies and confectionery, food prelmratons, cigarettes, seedim for planting,
bulbs and plants, canned fish, preserved fruit, fruit juices, vegetables and soups
in cans, lubricating oils, lubricating greases, chemicals of ail types, ilnht and
lacquers, mastics, vitamins, antibiotics, pharmaceutical products, vegetable oils,
dentifrices, soap, wax and polish, sporting goods, amuunition, fuses and primers,
weed killers, disinfectants, glue, casein, gelatin, machine lentther b lts, rubber
tires and tubes, goods of soft and hard rubber, manufactured wood products.
paper bags, cardboard boxes, paper and paper board, books, writing paper and
envelopes, cotton fabrics, synthetic fabrics and spunglass, lace fabrics, ribbons,
embroidery, nylon fishing lines, carpets and rugs of wool, manufactures of as-
bestos, pipes and rods, glass articles, revolvers, firearms, wire cable, hand tools
for agriculture, cutlery, manufactured Iron and steel, diesel engines, engine
parts, tractor parts, ploughs, overhead Irrigation systems, agricultural machinery
for preparing the soil, harvesting machinery, agricultural machinery parts, agri-
cultural tractors, accounting and bookkeeping machines, pumps for liquids, road
construction machinery, printing machinery, sewing machines, air conditioners
and refrigeration equipment, ball bearings, electrical machinery, generators
and transformers, electric batteries, bulbs and flashlights, radio and radar ap-
paratus, electronic apparatus, portable electric appliances, electric tools, lo.o-
motive parts, passenger cars, car bodies, car parts, aircraft parts, lighting fix.
tures, metal furniture, handbags, wallets and purses, hose and stockings, outer-
wear and clothes, handkerchiefs, film, projectors, cameras, surgical and medical
Instruments, scientilie Instruments, phonograph records, decorative objects,
electric refrigerators, plastic articles, broonms and brushes, playing cards, toys
and games, fountain pens, ofilceo supplies, and lighters.

Senator CARFMON. Mr. Chairman, before the next, wit.ess comes lip,
the schedule of witnesses was such this morning thrt, the gentleman
who is the Washington dlrcto of thme Great Pl1ms Wheat, Inc., could
not appear today, and I would ask unanimous consent that his state-
imelt, together with the wheat-sugar menioratudun from Brazil be
made a part of his remarks.

Senator DotoiM.s. That will be done.
(The inaterial referred to follows:)

STATEMENT OF MARX KORIlNK, WAslnoTo N Diisevro, OAT PLAINS
WitrAT, INC.

Mr. Chairman and members of the committee, my name Is Marx Koehnke:
I am, Washington director of Great Plains Wheat, Inc., a market development
organirAtion established and supported by whentgrowera and the wheat cru.*
missions of North Dakota, South Dakota, Kansas, Nebraska, and Colorado. I
am grateful for the opportunity to appear before you at this time.

Our position and Interest In the Sugar Act was presented to the House Agrlcul-
ture Committee by our president, Clifford R. Hope, former Congressman from
the State of Kansas. Mr. Chairman, I would like to have Mr. Hope's statement
Inserted Into the record.

1 would also like to state that we believe the domestic sugar producers should
be allocated as much of the total domestic market as Is practicable. Our or-
ganization it supported by over 800,000 wheat producers In the Great Plains area.
Many of the farmers that support our organization are engaged In the produc-
tion of both sugarbeets and wheat, but our Interest Is primarily that of wheat.
* Great Plains Wheat Is engaged in development of markets for U.8. wheat In
Hurope, Routh America, Africa, and the Middle Haist, and we cooperate with
Western Wheat Assoclates in a like prograip In Asia and the Far East. As a
cooperator with the U.S. department of Agriculture under Public Law 480,
we have been engaged in creating new markets for U.S. wheat, Our primary
Interest In the legislation before your committee is with regard to the trade as-
pects and possibilities that the Sugar Act affords. It is not often that American
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agriulture Is in a strong bargoinlng position, however, we feel that the ailoes.
lion of sugar quois Im the oine excepition. One of the provisions of tIle Sugar
Act of 1048. as stitted li the House of ltepresoutatives report on 11.11. 12104 is
"to uernill friendly foreign countries to partillpate equitably 1in supplying the
U.S. maar market for the purpose of expanding international trade aind asur-
lg a stable and adequate, supply of sugar." This report states further that
11.11. 12154 perpetuates the olJettlves of the Sugar Act by the assigning of a
greater portion of the U.S. market to our own domestic beet and cane pro-
ducers, and by a more equitable and dependable distribution of quotas for the
rv, malider of the market among the producers of friendly tntions, principally
to the good neighbors of the United States in the Western Ilemulsphere.

With our loss of agricultural outlets to Cuba, new markets must be established
In order to prevent the additional oultilow of gold front the United States. 1)ur.
lag the fiscal year--July 19060 to June 11II, U.S. agricultural imports totaled
$3.042 billion. Our total agricultural cash exlrts for this same period amounted
to $3.423 billion. The United States, therefore, has a dollar deficit of approxi-
mately $240 million on a cash basis for this period.

For tile past 3 years our representatives In South America have been aware
of the tremendous Iotentill wheat market lit Brazil and other South American
countries. Tile possibilities of additional wheat sales In Brazil offers as great
a potential as any other single market.

int working toward increased consumption of wheat through market develop-
ment In Brazil, we were told that the Governmnent of Brazil was interested in
Increasing Its consuiptlon, but desired it neaus of payilg for the wheat if this
wais to be accomplished. Since Brazil is the largest sugar producer In the
Western llentisphere, wYith the exception of Cuba, and since the United States
is in the market for sugar, Great Plains Wheat, hie., umadO a prolsal to the
Government of Brazil. And with your permission Mr. Chnirman, I would like
to Insert a copy of tie proposal for the record.

This proposal, If hnplemented, would be one of the largest single cash sales of
agricultural commodities In U.S. history. In brief, the Government of Brazil has
offered to Increase Its consmption of wheat by nearly 100 percent in the next
5 years. As a suggested means to accomplish both objectives, a propusul has
been submitted through diplomatic channels by the Brarilian Governinent to
spend 0? percent of the dollars generated by such sugar sales to the purchase
of Additional U.8. agricultural connmodlties. For the 0-year period the new
cash sales to Brazil would represent an Increase of about $250 million. Gentle-
men, this figure translated Into bushels of wheat would be over 400 million
bushels. These sales would utilize the production of niore than 8 million acres
a year for the next 5i years.

We strongly urge that your committee will, when allocating quotas, give
consideration to purchases by the various sugar-produclng countries of agrleul-
tural commodities in the United States, aind give special consideration also to
good neighbor countries of the Western hemisphere. The using .ofsugar dol-
lars to buy U.S. wheat and other agricultural commodities has the support of
the entire U.S. wheat Industry.

The House bill does not give any special consideration to Western Hemisphere
countries, particularly with regard to the distribution of the .0S-million-ton
Cuban quota. We would commend Congressman Poage on his statement In the
House on Monday, when he states that it was the Intent of the House Committee
on Agriculture to reward those countries that would respond to the granting
of sugar quotas by the United States by buying additional U.S. agricultural
commodities, and we would recommend that this committee Include such
language In the Senate bill.

It io not our Intent to single out any one country, but Brazil Is, to our knowl-
edge. the only country to come forth with a concrete proposal for the purchase
of U.S. agricultural commodities with dollars generated from the sale of sugar.
We would welcome similar proposals from other countries that receive sugdr
quotas.

Brazil has been receiving substantial amounts of agricultural connnodities
under Public Law 480. Public Law 480 is an act ,to Increase the consumption of
U.S. agricultural commodities In foreign countries, to improve the foreign rela-
tions of the United States, and for other purposes." The economic assistance
to developing countries under Public Law 480 is well recognized as an interim
assistance program and should, after a period of time, result In a stabillsed
economy. By providing assistance for this purpose, friendly nations of the
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Western Hemisphere will be provided with the means for payment of U.S.
agricultural products imported.

Mr. Chairman, I wish to thank you for your attention to my remarks and for
the privilege of presenting this statement before the committee.

WHrAT-SUGAB MEMORANDUM FOR BRAZIL

The development of the subject memorandum will be covered under three parts
as follows:

I. Reasonable target for Brazil.
II. Sources of supply.

III. Relationship of the proposed program to U.S. sugar quotas.

I. Reasonable target for Brazil
During the decade 1940-50, consumption of wheat in Brazil averaged less than

1,500,000 metrlo tons. During the 10 years 1050-0, consumption was increased
approximately 1 million tons. This increase was made possible by two factors:

1. Production of wheat was increased on the average of about 300,000
tons In the 1950's, and

2. The beginning of the Public Law 480 program provided the basis for
additional consumption of wheat.

In the past few years, the national target has been based on 2,400,000 metric
tons and wheat is prorated to the various flour mills in Brazil on a historical
basis on this quota. There is given below a record of wheat for food in Brazil,
1952-0:

Year Local Stocks and Total Per capita
Imported consumption

71eowand4 Thoujaes Tkoueavd Klo.
mdrk loe mdri lon# mdrk tons

1952 ............................................ 270 1,216 1.486 27.3
193 ............................................ 290 1, 85 2,149 388
194 ............................................ 490 1.726 2,216 88 8
195 ............................................ 440 2, 085 2,52 43.
19 ........................................... 600 1,795 2,898 40.1
1967 ............................................ 743 1,488 ,230 364
195 ...................................... 600 1,435 2,035 32.4
190 ...................................... 250 1,800 2050 31.9
190 ........................................... 250 1, 850 %100 81.8

Source: Foretign Agricultural Service, US. Department of Agriculture.

The table below Illustrates sources from which Brazil obtained its require-
ments of wheat:

([In thousands of metrie tons)

Total _Principal sources
Brazil

imports Argentina United Uruguay Russia Other
States

8-year average, 1964-58 ........ 1500 900 345 141 ............ 124
1968 .......................... 1506 1,006 407 93 .........................
l1 .......................... ,820 1,218 16 .................... 3
19o ..................... 203 1,096 728........... 197 10
1961 ........................... 1, 928 121 1,614.... ...... 193 ............

Source: Foreign Agricultural Service, U.S. Department of Agriculture.

It will be noted in the above table that Argentina supplied between 000,000
to around I million tons and was the principal supplier. Argentina has not
been able to supply the usual amount In 1961 and are only scheduled to supply
700,000 tons in 1902 with I million tons each in 1963 and 1964.

Exports from the United States have increased in order to maintain Brazilian
consumption as an offset to the failure of Brazilian producers to maintain
production and a drop in imports from Argentina. In fact, production In
1982 of wheat for food Is not expected to reach 100,000 tons.
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For at least the next few years Brazil must rely principally on imported
wheat to satisfy its requirements for this basic food.

There is an apparent decline in Brazil's per capita consumption in the past
few years. Total apparent consumption for the 4 years 1958 through 1901
has remained unchanged at 2,100,000 metric tons. This occurred during a
period of high rate of industrial development, population growth, and rapid
urbanIzation trend, with the result that there exists a shortage of wheat
While the figures are subject to some question due to the Inadequacy of accu-
rate Information on locally produced wheat for food In Brazil, it is evident that
production has declined resulting In a lower consumption of wheat. Ordinarily,
with per capita consumption of wheat at the low level of around 31 kilos per
capita, both of the aforementioned factors would result in increased demand
for commercial bakery products. Furthermore, evidence based on studies made
show that there is a great need to improve the standard diet of the Brazilian
population, particularly in the northeast area where the per capita consump-
tion is held to around 10 kilos.

For purposes of comparison there is appended to this report a table showing
the consumption rate of wheat per capita in certain areas of the world, including
South America. Brazil's consumption level of 31 kilos compares with the U.S.
rate of about 74 kilos. If, as a target figure, consumption of wheat was freed
from restrictions, consumption could easily double over a 5- to 6-year period
and would still be less than two-thirds of the U.S. rate and about one-half of
the rate of consumption in Argentina, Chile, and Yruguay.

The main deterrent to permitting a higher level target for wheat is the
shortage of foreign exchange to warrant the higher level. In fact, with Brazil
primarily dependent now upon imported wheat there Is a serious question as to
how high the level may be permitted should the U.S. supplies through the
Public Law 480 program be discontinued or curtailed.

Upon conditions of free purchases it has been estimated that Brazil could,
in the few years ahead, easily consume 4 million tons of wheat. In a study
published by the Foreign Agricultural Service, U.S. Department of Agriculture,
FAS BI-0, it was concluded that "at the current rate of the population growth,
requirements may total 4 million metric tons by 1970. There Is little likelihood
of production increasing enough by that time to take care of more than 30 to 35
percent of the needs. The balance will have to be imported."

In presenting a reasonable target, two principles must be recognized:
(1) That due to a decreasing local production imports have been higher, and

to further increase imports would require some time adjustment in order to
permit further expansion of facilities to receive the wheat at ports.

(2) Higher wheat imports will displace some existing suppliers of lower
grade cereals and a gradual transition will be more reasonable, both econom-
Ically and politically.

Taking all of the above into account and recognizing the existing shortage
of wheat for bread and bakery products that exist, a reasonable beginning
annual rate for 1962-4 Is set at 8 million tons. This is approximately 900,000
tons higher than 1961 supplies.

With population growth of around 3 percent and allowing an additional
increase of 5 percent to account for two factors: (1) A gradual increase in
per capita wheat consumption; and (2) an additional amount associated with
Brazil's industrial and economic growth, an annual rate, therefore, of about
8 percent, or about 250,000 tons a year is projected. A further additional 2
percent per year is assumed, bringing the total annual net increase up to 10
percent in order to provide for gradual acceleration above the rate that would
have applied if complete free market conditions could have been permitted over
the past few years. To put this target figure of 10 percent another way, the
additional rate of 2 percent per year is designed to make the transition from
the lower rate now existing to a gradual one over the next 5 years. Therefore,
beginning in 1963, a 8,050,000 metric tons average consumption Is Uised as the
base from which an annual increase of 10 percent per year is projected over
the next 4 years.

During the course of this period an additional amount would be needed for
stocks which at the present time are nonexistent. One cannot determine the
exact time that these stocks can be accumulated since industrial facilities will
be required. However, if a program of higher consumption Is to be adopted it
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is only prudent that some additional facilities for stocks will have to be provided
some time within the next 5 years. One could conclude that a 60-day supply
should be added as stocks, or approximately 00,000 tons.

For the purpose of developing a target figure one would have to start the
acceleration in the sccond half of 1902 inasmuch as wheat hupplieb for the flrsL
half could not accommodate a higher rate at this time than the existing one
of 2,400,000 tons.

As a target for 1962, approximately 2,700,000 is assumed. This would be
rationalized as follows:

First half 1962 (annual rate 2,400,000) ----------------------- 1,200, 000
Second half 1962 (annual rate 3,050,000) --------------------- 1,525,000

Total ---------------------------------------------------- 2,725, 000

Average annual rate 1962, approximately 2,700,000. The projections for the
years 1063, 1964, and 1905 will use the 3,050,000 tons as a starting level and will
be increased at an annual rate of about 10 percent until the higher level is
reached In 1900. The results are summarized as follows:

Target
1962 -,------------------- T- 2,700, 001063 :

1902 consumption rate --------------------- 3, 050, 000
10 percent additional ------------------------ 300, 000

Consumption In 13----------------------- 8, 850, 000
Reserve stocks ----------------------------- 150,000

3,500,000
1904:

1963 consumption rate ---------------------- 8, 50, 000
10 percent additional ------------------------- 8 30,000

Consumption In 1964 ----------------------- 3,680,000
Reserve stocks ----------------------------- 270,000

3,950,000
1905:

1904 consumption rate --------------------- ,680,000
10 percent additional ------------------------ 30, 000

Consumption In 1965 -------------------------- 4,040,000
Reserve stocks --------------------------------- 200,000

4,240,0001900:
1965 consumption rate -------------------------- 4,040,000
10 percent additional ------------------------ 400,000

Total consumption in 1966 --------------------------- 4,440,000

Grand totaL ------------------------------------ 18,830,000

Summarizing the above, we have the following:

Consump- IRserve Total wbeat
tion stocks requirement

19" ...................................................... O ..... . 2,0 2 M 000
13 ..................................................... 000 8,600,000
1064 ..................................................... .3 , 0 2700 00 3,90, 00
1065................................................. 4,40 W 200,000 4,2W. 00016 ............................................. 4,440,00............... 4,440,00

Total added for reserve stocks 020,000, or about a 60-day supply.

IL Rource of supply !
. Currently, Brazil has commitments with Argentina under a 3-year agreement

and.with the U.S.S.R. on a bilateral basis. The third source of supply is from
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local production and it is necessary to allow some time for the Brazilian wheat
growers to develop additional production of their own. There is given below
projected sources to account for the above three categories.

TABLE A
(Thousand metric tons]

Calendar year Local Argentina (by U.S.S.R. (by Total from
production agreement) agreement) these sources

I62 ............................................ 10 700 200 1, 000
1963 ............................................ 10 1,000 200 1,310
1964 .................................. 2001 1.000 200 1.400
196 .................................. 00 1,200 300 I-Am0
19 .................................. 400 10o 100, 800

The anticipated supplies shown In the above table when subtracted from the
reasonable target previously given will show the amount that would be necessary
to be imported over the next 5 years. This is illustrated as follows:

TABLE B

RIn thousand metric tons]
Reuired

Reasonable Available from United
Calendar year target from States and

table A other
sources'

1962 ........................................................... 2,700 1,000 1,700
1963 ........................................................... 3F100 1,350 2,110
194 ........................................................... 3,9W 1,400 2,W10
1968 .......................................................... 4.240 1.800 2,440
I8 ........................................................... 4,440 1,900 2,60

To ................................................... 18,830 7,400 11,88

1Supp~les from other non-Latin American sources have been negligible in the last 4 years and have
averaged less than 40,000 tons during the post 10 years,

The above table indicates that wheat requirements from the United States will
reach a level of about 2,500,000 tons annually in order to support a program
such as outlined above. On the basis of cost to Brazil of around $70 per metric
ton, this is equivalent to a total annual import value of approximately $175
million.
1II-RelationshIp of the proposed program to U.S. sugar quotas

As previously shown with the decline of available supplies from Argentina
and the reduction in production of wheat in Brazil in 1901, the U.S, share
reached 1,614,000 tons, or over 80 percent of Brazilian 1901 imports. This was
the highest rate on record. U.S. Imports under title I of -Public Law 480
accounted for almost two-thirds of Brazil's 1961 consumption. U.S. shipments
to Brazil over the past 8 years are given below:

(1,000 metric tons)

Title I Barter Section Total Others, Total
416 programs cash

19884........... ..... 398.7 26.9..............4216 82.91 47&.5
o5-o .................. . 80&1 5.6 1.2 8K4. 4.0 937.8

1900 6 ........................ S,41 101.2 4.4 949.7 12. ,89.S
' )ar average .......... 6 .8 41.21 1.81 76 7201 827.7
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The suppliers for 1062 are as follows: Metric tons

Pnhlle Taw 4R0 (4th agreement, In eonluding stage of neg/otlatIon)__ 800, ()
Argentina (multiyear agreement provides for 1,000,000 tons annually;

In 1962 only 700,000 tons due to unavailability of supplies) -------- 700,000
Usual marketing requirement of Public Law 480 agreement ---------- 300,000
U.S.S.R ----------------------------------------------- 200,000
Increase to be requested of 4th Public Law 480 agreement ----------- 300,000
Domestic production -------------------------------------- 100,000

Current target ------------------------------------ 2,400,000
Source: Brazil's recent offer of nonquota sugar.
On January 3, 1962, as a result of discussions between the Brazilian officials

and officials of the Great Plains Wheat organization, a memorandum was pre-
pared outlining the interrelationship between the problems of sugar sales from
Brazil to the United States and wheat exports from the United States to Brazil.
Considering all factors It would appear that a combination of all three alterna-
tives is desirable.

There is a risk on Brazil's part in permitting expansion of consumption that
would require annually close to 2,500,000 tons of wheat from the United States
without having some assurance that foreign exchange earnings can be generated
to Justify the program. For example, the target program proposed develops
following additionality from the apparent consumption of wheat for foods in
Brazil in 1981 of 2,100,000 tons.

[Thousad metric tow)

4.year
Target average use Additionailty

........................................................ .. s 00 ?. %00190 .......................................................... 800 2;100 1, 4W
1064 ....................................................... , oo 2100 1,8 w
O6 ...................................................... ,240 2,O0 2,140

19N ..................................................... 4,440 2,100 2,340
Total ................................................... .............. 8

There follows then the question of relating the sugar quota potential to the
above program to determine the maximum extent to which such a program
can be accommodated by a reasonable combination of cash purchases with a
continuation of Public Law 480 program purchases under title I and, if possible,
title IV.

SUGAR-WHEAT FORMULA

For the purpose of arriving at a formula to be agreed upon between the U.S.
wheatgrowers and Brazilian authorities responsible for the wheat program, the
following factors and assumptions are suggested for mutual agreement:

1. A figure of $70,000 per metric ton of wheat c.i.f. Brazil to be used as the
approximate cost to Brazil in this period.

2. The f.o.b. value of sugar per short ton, Brazilian port, received from U.S.
sugar sales, $10.

8. Brazil agrees to use at least 6M7 percent (seventy one-hundredths) of sugar
dollars earned on basic sugar quotas to buy U.S. wheat each year during the
period of the program, 1962-06.

4. During the 5-year period of the program, Brazil's purchases of U.S. wheat
other than those mentioned In paragraph 8, above, would be made as follows:

(a) Under title I, for delivery In 1962-88, conditional to the availability
of title I program beyond the present termination date.

(b) Under title IV, for delivery in 1968-64, in the amount necessary to
provide sufficient funds to finance the expansion of storage facilities nec-
essary to increase reserve stocks equivalent to a 60-day supply.

(o) Under title IV, or in cash, to the extent of the dollars earned f.9m
sales of sugar to the United States, to fill out the program of purchases
in the United States in the event that title I availability is discontinued.
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5. It is understood that adjustments to the program will be made according
to-

(a) Extension aud amendment of the Sugar Act by June 30, 1962, and
the amount and/or the nature of the sugar quotas given to Brazil.

(b) Changes in Public Law 480 and the availability of wheat to Brazil
under the different titles of that law.

(o) The actual experience in Brazil regarding the rate of increase in
wheat consumption under conditions of free availability of wheat.

(d) In the event of short falls from other sources of supply and taking
into account 5(o) above, Brazil agrees to give the United States at least
equal opportunity in additional wheat purchases that may become nec-
essary.

6. It is understood that if the provisions of this memo are approved by the
Brazilian Government, a proposal for a 5-year program of wheat purchases
In the United States, along the lines of this memo and subject only to the
allocation to Brazil of a sugar quota, will be presented to the proper U.S.
agencies.

Table C, below, illustrates how the suggested program may be implemented:

TsLrz 0
(Thousand metrio tons

Total re- Wbeat for cash
quired from Propoe

Calendar year the United from title
States under I and titie
assumed tar- IV By formula Usual

gets (table B) purohaselI

192 ........................................... 1. 700 1100 bo00 300
1901 ............................................ 800 180
1904...................................... 2%880 t.0 am00 180
198 ............................................ 2,440 1.300 990 10
190 .... ................................ ,.0 1,200 1.190 10

Total ............................ .11,80 8,800 89o o0
ye a&erage........................2,0 1,820 M0 180

'The amount of 800,000 represents an lnree above the 180,OO required fn the previous program. 51uos
his Is an soelerated program the amount of 180,000 tons appears adequate.

Over the 5 years 1962-MO, the 11,380,000 tons of wheat at $70 per metric ton
Is equivalent to $796,600,000. The 5-year average Is $159,820,000.

Wheat for cash from the United States totals over the 5-year period 4,780,000
metric tons which is equivalent to $384,600,000. The average annual amount
over the 5-year period is $67,920,000. The annual amounts start at $42 million
in 1962 and increase to a figure of $88 million in 1966. The latter figure in terms
of sugar Is equivalent to 840,000 short tons.

At the end of the program, or in 1967, 1,200,000 metric tons of wheat would
be required, or $84 million of exchange would be needed to replace Public Law 480
programs. This would be the equivalent of 800,000 additional short tons of
U.S. sugar quota. In other words, at the end of the program, assuming Brazil
could go on a cash basis against sugar sales, the program would theoretically
justify a sugar quota exceeding 1.5 million short tons by 1965.

Senator DOUGLAS. Our next witness is Mr. L. Blaine Liljenquist,
on behalf of the British Honduras.

In the initial list of witnesses, I think Mr. Paul Badger was stated
to represent British Honduras. Are you substituting for him I

Mr. Liaz'NQmST. Yes, sir, Senator Douglas. He is down in
Florida now. He tried to get on earlier and-could not. And so I
will give his testimony for him.

Senator DOUGLAs. 'The statement which you will read was prepared
by him?

Mr. LmizNQwrsr. It was prepared by the two of us.
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TESTIMONY OF L BLAINE LIIJENQUIST, ON BEHALF OF THE
GOVERNMENT OF BRITISH HONDURAS

Senator DouoLAs. Are you an American citizen, or are you a British
citizen, residing in HondurasI

Mr. LILJEzNQUIST. Senator Douglas, I am an American citizen. I
am the representative of the British Honduras on this legislation, and
I am also an invc:46or in British Honduras.

Senator DOUGLAs. Are you a member of Mr. Badger's law firm?
Mr. LILJENQUIST. No, Iam not a member of Mr. Badger's law firm.

But we are associated in some assignments.
Senator DouoLAs. Proceed.
May I ask-have you filed a statement of representation of the Gov-

ernment of the British Honduras ?
Mr. LiLJE.QUIsT. Yes, sir, I have, and I have a copy of it here if

you would like to receive it.
Senator DouoL.s. We will come to that in time.
Mr. LiLE NQwSIT. Gentlemen, I won't read this statement. I think

we can save a little time if I just speak extemporaneously.
British Honduras is a nearby country as you probably all know.

It is bordered by Mexico in the north and on the west, and by Guate-
mala on the west and on the south. The Caribbean is on the east.

Senator Morton a while ago commented on the importance of loca-
tion for our sugar supply in the event of war. This little country is
just a short boat haul away from New Orleans, or in case of emergency
sugar from British Honduras could be trucked over land through
Mexico.

It is an English-speaking country. It is pro-American. It has a
low income. It needs economic development. There isn't much indus-
try there-principally the timber business. Unfortunately this little
country was devastated by Hurricane Hattie last fall. Hurricane
Hattie swept through the country and destroyed its two principal
cities-Belize, the capital, and Stann Creek Town.

About 300 people lost their lives in that hurricane, and the country
was devastated quite substantially throughout.

I am appearing here because the United States has a good oppor-
tunity to give substantial economic aid to British Honduras by the
allocation of a small quota of 30,000 tons. H.R. 12154 as passed by
the House contains a sugar quota for British Honduras totaling 10,000
tons.

A larger quota is needed to attract the capital necessary to construct
a new sugar mill. Adequate capital is available in the United States
for the construction of this mill, provided the quota for British Hon-
duras is raised to 80,000 tons.

If this quota of 30,000 tons which we are seeking should be ap-
proved by the Congress, and enacted into law, it would provide the
largest economic enterprise in British Honduras.

We understand that the population increase in the United States is
such that an increase of 150,000 tons is needed annually and under
the House bill, about 87 percent of that annual growth increment
would be assigned to foreign countries, or 55,000 tons annually.

We have an amendment here that we would like to offer for the
consideration of your committee which provides that the basic quota
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of 10 000 tons as is passed in the House bill for British Honduras
wouid be increased ir four annual increments of 5,000 tons a year out
of this future growth expansion. Starting in 1963, the basic quota
of 10,000 tons will be increased to 15,000, and additional increments
of 56,00 tons each year would be added until in 1966 the quota for
British Honduras would reach 30,000 tons annually, or enough to
operate economically one new sugar mill, which will be constructed if
this allocation is approved.

So, gentlemen, we feel that there isn't any country where you could
allocate a small quota of 80,000 tons annually and derive more eco-
nomic benefit for the people.

As I say; this little country of British Honduras, English speaking,
has potential resources that have never been developed. The country
is very actively seeking foreign capital, and particularly American
capital for investment down there. A 80,000-ton sugar quota will
greatly stimulate the economy of British Hondura& They desperately
need some economic assistance down there, particularly because of the
devastation of Hurricane Hattie last fall.

This is an amendment which we think the House Agricultural Com-
mittee will accept in the event the Senate sees fit to approve it.

Senator DoUGLAs. You have assurance to that effect?
Mr. LILJENqmST. No, we do not have positive assurances, but it

has been suggested this might be one way of obtaining some addi-
tional quota without in any way reducing the basic quotas of other
countries.

Senator DouGLAs. You say it has been suggested. Who has sug-
gested this I

Mr. LiLxzzQmsT. I took this up with the counsel in the House
Agriculture Committee, John Heinburger, and then we proceeded
here, and the legislative counsel, through Senator Bennett, had this
amendment prepared.

If this quota of 80,000 tons for British Honduras is approved, it
would represent three-tenths of I percent of our total consumption of
9,700,000 tons, and it would also represent eight-tenths of 1 percent
of the quota under the Cooley bill, which is assigned to foreign
countries.

So, gentlemen, we are not asking for very much for British Hon-
duras-Ajust enough sugar quota to operate one new sugar mill.

We have been informed by the British Honduras Government that
if this quota is approved, that this will mean an allocation of sugar-
cane production for at least 800 farmers in that section of the British
Honduras where the sugar mill would be constructed.

Senator DouaLAs. D that complete your presentation ?
Mr. LILJ ENQwsT. Yes, sir.
(The statement of Mr. Liljenquist and appended material referred

tofollow:)

STATEMENT or L. BMtN LLjENQUIST, IRmWRIsETzNO TUC OOVMaN' MEN Or
BRITISH HonmuAs

Chairman Byrd and members of the committee, my name is 1,. Blaine Liijen.
quiet, of Washilngton, D.O. I am appearing before you today in behalf of the
Government of British Honduras, which is seeking the allocation of a modest
sugar quota under the provisions of the pending sugar legislation.
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British Honduras is on the east coast of Central America facing the Caribbean
Sea-and is bounded on the north and west by Mexico, and on the west and south
by Guatemala. The total land area of British Honduras is 8,866 square miles,
which includes a number of islets lying off the.coast. The coastline, fringed by
a barrier reef, is flat and swampy, but the country rises gradually toward the
interior. The climate is subtropical and is on the whole agreeable to nontroplcal
peoples. In the capital, Belize, the annual temperature range Is 50 to 96 degrees
with an annual average mean of approximately 78'. Along the coast heat and
humidity are tempered by sea breezes during most of the year.

The estimated population of British Honduras is 93,000, with a density oi ap-
proximately 10 persons per square mile. Of this total about 40 percent are of
Latin American descent, 40 percent of African descent, 15 percent other, 3.4 per-
cent European, and 1.6 percent of East Indian descent. English is the official
language.

British Honduras has recently been given certain constitutional advances by
the United Kingdom Government. This includes a full ministerial system and
an enlarged legislative assembly having twice as many elected members as
formerly. British Honduras can therefore be classified as a crown colony
emerging toward independence within the Commonwealth.

Until recent years, the economy of British Honduras was principally based
upon lumbering and chicle. Mahogany, secondary hardwoods and pine still
account for most of the small national income, but they are diminishing in
importance.

It should also be noted that British Honduras, unlike many of its Latin
American neighbors, does not have a land reform problem. The farming unit
averages about 15 acres In size, and these small farms are individually owned
and operated. The Government permits and encourages the farmer to acquire
title to his tract of land within a reasonable period of time-the principal require-
ment being that he continue to improve and develop the land.

The Government of British Honduras has as its main economic concern the
attraction of private investment capital, as well as the obtaining of loans and
technical aid in order to broaden its economic base. The stated objectives of
the United States are: (1) To maintain the cordial relations with British
Honduras which have existed in the past, and (2) to encourage the economic
development of British Honduras. The Government of the United States could
not hope to find a more timely and effective means of accomplishing these objec-
tives than by allowing this good neighbor to participate in supplying our sugar
market

In testifying before the House Committee on Agriculture, we requested that
British Honduras be granted the right to supply a part of the sugar requirements
of the United States-beginning with an allocation of 5,000 short tons in 1964,
which would be Increased in three successive annual steps to a total of 80,000 tons
in 1987, and that it be continued annually thereafter at that level. As passed
by the House, H.R 12154 provides a basic quota of 10,000 tons.of sugar for British
Honduras. This amount Is economically inadequate to provide for the con-
struction and operation of a modern, efficient sugar mill In British
Honduras-which would provide a much-needed stimulus to its national economy
and assist the Government to meet Its balance-of-payments deficit with the United
States. Studies show that a total production of 25,000 to 80,000 tons is necessary
to Justify the construction and economic operation of a modern sugar mill.

We are, therefore, submitting herewith for the favorable consideration of this
committee an amendment to H.R. 12154, which in effect, if adopted, would pro-
vide a basic quota for British Honduras of 15,000 tons in 1963-to be increased
thereafter by an increment of 5,000 tons annually in three successive steps until
it reaches a total of ,30,000 tons In 196. The amendment further provides that
the requested increase shall be supplied from that portion of the annual growth
requirement which is allocated to foreign countries.

The projected quota for British Honduras in 166 would equal approximately
three-tenths of I percent of 9.700,000 tons, the total consumption estimate for the
United States. If the provisions of the pending legislation are followed.
foreign nations would be assured of the right to supply slightly more than 40
percent of the entire U.S. sugar requirement--or approximately 3,880,000 tons
of sugar. The projected quota for Britlsh Honduras in 1966 would equal approx-
imately eight-tenths of 1 percent of this figure. Estimates Indicate that the
population of the United States is increasing at a rate requiring at least 150,000
additional tons of sugar each year. Under the proposed bill foreign countries
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will have the right to share in 37 percent of this growth and expansion require-
ment-or approximately 55,500 tons per year. In other words, the requested
i.Lcrease in the quota for British Honduras would be filled entirely from this
annual growth and expansion increment and, therefore, would not affect domestic
producers in any way, and it would not diminish the basic quotas of the other
foreign countries.

We sincerely believe that the extension of the suggested sugar quota to British
Honduras Is in keeping with our national interest and is fully supported by the
following reasons:

(1) As a matter of national security, it would help us to develop and maintain
an adequate source of supply for our sugar requirements within the continental
limits of the Western Hemisphere. In this connection your attention is directed
to the attached map. In the event of a national emergency, sugar from British
Honduras could be transported safely and cheaply by a short boat haul to New
Orleans, or under more extreme circumstances overland by truck transport
through Mexico. This certainty of delivery could be of extreme importance to the
United States in time of war.

(2) As a matter of equity, to permit this nearby friendly foreign country to
participate equitably in supplying the U.S. sugar market. This is one of the
basic objectives of our sugar program, which has worked so well for many years.
At the present time many of the Latin American countries adjacent to British
Honduras are already participating in our sugar program, either on a quota
basis-including Mexico, Nicaragua, Peru, Panama, Costa Rica, Haiti, and tho
Dominican Republic, or under non-quota purchase allocations-including
Guatemala, El Salvador, Ecuador, and Colombia. Further, under the provisions
of H.R. 12154, Guatemala would be allocated a quota of 20,000 tons, Ecuador
80,000 tons, Colombia 85,000 tons, for example, compared with the 10,000 tons
allocated to British Honduras. In fairness, there seems to be no good reason
why we should deny British Honduras a more equitable opportunity.

(3) As a matter of foreign trade policy, our Government is stimulating ani
encouraging a program of expanded international trade. In 1961, British
Honduras purchased more than $7 million worth of products from the United
States (mostly agricultural products). In return, we purchased only slightly
more than $1 million worth of products from this pro-Americap, English speaking
coUntry. By granting a sugar quota of the suggested dimension to l~rLtish
Honduras we could greatly stimulate her economy, create new markets for oui
products, and increase our exports.

(4) As a means of encouraging the economic development of British Hon.
duras, a sugar quota would help to meet a critical need at an opportune time?
This country desperately needs economic assistance. In October 1061, "Hurri-
cane Hattie" swept across British Honduras with all its fury, largely destroying
the two principal cities, Belize, the capital, and Stann Creek Town, and severely
damaging other parts of the country. The homes of more than 40 percent of
the population were either destroyed or badly damaged, with the ltss of nearly
300 lives. Two of the principal Income producing industries, timber and cacao,
suffered great losses. Over 3,000 square miles of forest lands were devastated.
The citrus and sugarcane crops resisted the storm comparatively well and It has
been determined that more reliance must be placed upon these and oiher agri.
cultural crops in future planning. A recent British Honduras econnml, mission
to this country, seeking economic assistance for rehabilitation az)d reconstruc-
tion was unsuccessful, not because its needs were not real, but because no ready
means could be found for securing the assistance required.

(5) As a means of supporting the objectives of the Alliance for Progress a
sugar quota for British Honduras constitutes an important instrument of our
foreign policy in Latin America. Unfortunately, as a dependency of the United
Kingdom, British Honduras is not a member of the Alliance for Progress.
For this reason she is not eligible for the various aid programs sponsored by the
Alliance. Nevertheless, the legal and moral framework in which we must work
is amply clear. The United States is committed to giving maximum support to
those countries which inaugurate necessary social reforms and make energetic
self.help efforts. A sugar quota would help British Honduras help herself.
If such a quota is approved sufficient foreign capital investment Is assured for
the eonstruction and operation of a modern sugar mill. This In turn will mean
the allocation of sugarcane production quotas to at least 300 additJoinal local
farmers. In so doing we can assist the people of British Honduras to meet
the principal objectives of the Alliance for Progress, as laid down in the Charter
of Pmnta del Eate, namely: First, to increase per capita income; second, to
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achieve a more equitable distribution of national income; and third, to diversify
their national economy. In bo doing we can play our part in helping to keep
alive, with our resources, with our political and moral backing, the principles
of freedom and democracy which are so important to the future of Latin America.

We earnestly hope and trust that this committee and the Congress will act
favorably upon this request to allow British Honduras to participate on an
equitable and economically feasible basis in our sugar market. Thank you.

AMICNDINT

H.R. 12154, to amend and extend the provisions of the Sugar Act of 1948, as
amended, via:

On page 7, after line 4, insert the following:
"(0) Notwithstanding any other provisions of this paragraph, the proration

made to British Honduras under subparagraph (A) shall be not less than the
following amounts of sugar, raw value:"(i) For 1963, 15,000 short tons;

"(ii) For I964, 20,000 short tons;
"(ill) For 1065, 25,000 short tons; and
"(iv) For 1000, 30,000 short tons.

This subparagraph shall apply only to the extent that the quota for foreign coun-
tries other than the Philippines determined under paragraph (2) of this sub-
section for 1963, 1064, 195, and 1960, respectively, exceeds 2,840,000 short tons,
raw value, by 5,000 short tons, 10,000 short tons, 15,000 short tons, and 20,000
short tons, respectively."

Senator DoUoLAs. Mr. Liljenquist, do I understand that British
Honduras has not had any previous quota I

Mr. I LFT Qusr. They have never had any quota in the United
States. They do produce some sugarcane. They have one mill in the
northern part of the country which is supplying some sugar to Great
Britain.

Senator DouoLAs. Of course, you are aware of the fact that the price
which will be paid to your producers is $56 a ton in excess of the
world price. So the House bi H provides you with a subsidy of $560,000
a year for 5 yea or a total of $2.8 million. You are now asking to
have this increased by 5,000 tons ayear, up to 80,000 tons. So you are
proposing an ultimate tripling of the subsidy to $1,680,000 for the
year 1966.

May I ask how much do you get for the sugar which you sell under
the British Commonwealth agreement ? Are you in the British Com-
monwealth agreement ?

Mr. LLJEQmr. Yes. The sugar that goes to Great Britain, as I
understand it, is substantially the American price. It is somewhat
less.

Senator DouoLAS. How much less ?
Mr. LL.JENQmsT. I could not say precisely, Senator, but as far as

the request for sugar in the U.S. market is concerned we would like
to share in the foreign allocations if they are made. ii they are made,
we would like to see ritish Honduras have a quota sufficient to enable
them to construct one new mill and market that sugar in the United
States.

As a matter of fact, if there is not a premium price paid for this
sugar, it would be economically impossible to attract the capital to
build a new mill.

Senator DovoLAs. Do you think we should assume some of the re-
sponsibility of the British Commonwelth for British Honduras?

The e and line reforenee is to the bill as repor e in the House Inasmueh as the blit
as passe the House was not yet available.

/
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Mr. Liwn Quistr. I think so, Senator, because this country is on
its way to independence. Already they have the electoral system that
they have in Canada, where the people elect their own ministers. The
Governor, appointed by the queen of England, is pretty largly a fig-
urehead. They do have their own government, George Price, the
First Minister, has been here. They are exceedingly mterested in
economic development.

They had a recent British Honduras economic mission here to this
country, seeking economic assistance for rehabilitation and recon-
struction. This economic mission was not successful.

I think that because this is an English-speaking country, because it
is pro.American, and also because they buy from us over $7 million
worth of products annually, most of them agricultural products, and
we buy from them a little over $1 million worth of products, largely
timber products we should help them. And if we are going to assign
these quotas to foreign countries, let's at least give British-Honduras
80,000 tons to help them build up their economy

Senator DouaLAs. Well, now, if British Aonduras gets a subsidy
and an increasing subsidy from the United States, wouldn't this
weaken the ties which bind British Honduras to Great Britain and
diminish the loyalty which they feel toward Queen Elizabeth I

Mr. LIJmQU8. Well, Senator I do not think that that is going
to be such a problem to us. I think t -hat-

Senator DOuoLAs. Won't it be a real problem with Great Britain I
Will not Great Britain object. that we are trying to seduce you away
from your loyalty to Queen Elizabeth by making you financial, de-
pendent upon us? And while we might perhaps get the friendship of
the 93,000 people in British Honduras, we would be still further in the
disesteem of the 50 million people in the United Kingdom.

I could have said the same thing to Mauritius. Will not Great
Britain feel that we are trying to wean Mauritius away from them and
wean India away?

Now, we want to maintain a strong British Commonwealth of na-
tions. We do not want to diminish the sway of the British Empire.
And yet here you are asking for aid and assistance which can onl
have the indirect effect of weakening the bonds of affection which
should connect you with your lawful Queen and sovereign.

Mr. LujzxQmesr. Senator-
Senator DOuoLAs. And it would be called dollar diplomacy with

a vengeance.
Mr. LnLjxNQuST. Senator, I can only say that the British Embassy

is aware of the application of the British Honduras Government for
a sugar quota in the United States market. They have cooperated,
they-have even appealed to our State Department in support of the
quota for BritishHonduras And inasmuch as there are already steps
on the way to help that country obtain independence of Great Britain
I think that-and inasmuch as our Government has included British
Honduras in the Alliance for Progre program-

Senator DOuoLAs. I had not realized that. Is it in the Alliance forProgresI
Mr. LjzQusT. It is my understanding that they are eligible for

loans through our AID.
Senator DouaLAs. Eligible for grants? I thought that we had vet7

carefully kept away from this in order not to weaken the economic
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relationships between the mother country and the crown colonies and
the others. The Senator from Arkansas knows much more about this
than I do.

Senator Fu L T. I came in late. I apologize, Mr. Chairman.
Senator DoUGLAS. The question is whether the British possessions

in North and South America are eligible for assistance under the Al.
lianoe for Progress.

Senator FuiUoiT. I'm afraid I cannot answer that offhand, Mr.
Chairman.

Senator DouoLs. Would you file that for the record-whether or
not they are I

Mr. bzLJxQuisT. Yes I shall do so. It is my understanding that
they are that they are eligible for loans from the Agency for Inter-
national development.

Senator DoudAs. Andgrants?
Mr, LvjiLJQ;iST I cannot say about grants. But I shall check that

and report to the record, Senator.
(The information was not received at the time the hearings were

received. If received it will be made a part of the committee files.)
Senator DouoL&s. Now, Mr. Liljenquist, are you receiving a fee for

appearing on behalf of the Government of British Honduras?
Mr. L.JEIw QUtwr. No, sir.
Senator DOUoLAS. Do you know if Mr. Badger is receiving a feeI
Mr. LLjrNQumT. No, sir.
Senator DouoLs. Well, wait a minute-you do not know whether

he is receiving a fee or he is not receiving a fee-which?
Mr. Li1JENwQUir. I know lie is not receiving a fee.
Senator Douojs. And 'ou are not receiving a fee.
Mr. LiLJ BQUiST. No, sir.
Senator Donois. Is anyone receiving a feel
Mr. LILrJEqUI5T. No, sir.
Senator DouotAs. This is purely a gratuitous act on your partI
Mr. LuTNQuISr. Yes, sir.
Senator DoUotAs. Thank you.
Any questions?
Senator Mo zro;. Has British Honduras fulfilled its obligation to

the United Kingdom in sugar?
Mr. LiFlxgQtT5. I understand not entirely so. They have one

small mill in the northern part of the country. I think their alloca-
tion to the British is 19,000 tons, and then they also consume some
locally. My understanding is that they have not always fulfilled thatrequirement.

Senator MorroN. Your position, then, is different from the pro.
vious witness, speaking of Mauritius, Who had a surplus of sugar.

-You have no surplus. If fact, British Honduras has not been able
,to even fulfill its commitments to the United Kingdom under the
Commonwealth sugarprogram.

Mr. LujAxQuisT. That is true. But that situation can be
corrected-

Senator MoirroN. Oh, yes. You culd plant a lot more sugar. We
.could do that in Nebraska, too. Sowhat you are asking us to do is
not only take the House bill which gets you in, but then to increase

-it through this amendment that you suggest, to a country that today
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cannot even ship the sugar that it agreed to ship to the United Kin-
dom.

Mr. IALjENQST. Ye. But in the event the sugar quota is obtained'
here, we have assurances from American capital that the mill will',
be built, and I do not think there would be too much difficulty In sup.
plying the cane.

Senator MoRmOx. I agree with that. And I suppose there are;
many American companies that would be glad to furnish the capital
with the profit incentive being what it is in this program.

Mr. LirmNquisT. I would-like to obtain information on their quota,
with the United Kingdom, and the quantity they have supplied and
submit that for the record. I could be mistaken on what they have'
supplied.

(The information was not received at the time the hearings were
printed. If received it will be made a part of the committee flles.)

Senator Momor. I hope you will do that, sir. But it is my in.,
formation that they have never, or at least not in the last 5 years, mntht
the quota that they had in the London market.

I have been to Belize. In fact, I used to do business there. I.
have many friends there. I have every sympathy in the word for
the ambitions of the citizens of British Honuras. I do not want
to see them unfriendly. I also recognize this--that by going through
the Lloyd Passage or the Yucatan Channel, or whatever you want
to call it to New Orleans you have a very short sea route to the Missiw.
sippi Delta, easy access by ship to this country. I think it would beb
a g od place i which to have, as an offshort source of sugar.

Mr. L NLmrrQ&TJ . And also a hard truck road all the way do*n
through Mexico.

Senator Motorr. I would rather take it by the sea than through
that road. I have driven that one too.I think that there is an opportunity for a sugar industry, increasing
the cane production. But the fact remains that so far-now, Of
course, I will admit the British price is not quite as attractive as our:
price. But so far you have not made use of the markets available.,
And I think in approaching this bill, with all the problems we have,
when you ask us to amend it to go even beyond what was done by'
our generous friends on the House Agriculture Committee, you are
just-we are going to have a hard enough time getting any bill out
of this' committee. Don't ask us to amend it in that direction, be-
cause we are really going to be in trouble then, I can assure you.

Mr. LJ JN'QUXST. You know, Senator Morton, if you are going tor
assign any foreign quotas, it would seem to me you would particularly
want to help a little, pro-American country like British Honduras,'
which has so recently been devasted by a tragic hurricane. This little
country certainly needs economic development. You can start a
wholb economic chain' reaction by commencing with a small quotas
down there of 80,000 tons. I think that that would not be a buideh,
on the United States. They are now starting to attract AmeriCan
business. I am down there with a group that have a cattle operation.
We are getting ready to build a packing plant. We will be the only
packing plant in the country. We are going to try toget those farmers
down there producing cattle and also hogs for this packing plant.
I think-
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Senator MoiRr. Where are you going to ship the produce I HereI
Mr. LILrtNQUiST. No, we are going to sell it in the Caribbean area.

We have a contract to sell to the troops--both British and local. And
we are supplying that market now.

But we feel that here is a wonderful opportunity for the United
States, with just a little bit of its quota on sugar, to come in here to
a friendly nation and help them out economically.

As I ay, they were up here recently with an economic mission and
got nothing at all. Why don't we give them a little quota, enough to
operate one new mill.

American Factors, Ltd., in Hawaii, if the allocation is approved,
will go down and construct and operate the sugar mill. With what
American know-how we have down there, I am sure we can get things
organized to produce the cane.

Senator M mORTO. I do not question that at all. You have the
climate, you have the land, you have the necessary labor. And you
have, as I say, rather efficient transport to our refineries in this count.ry.

You just asked me if we assign these quotas that you want-I think
you have made a good case.

Now, let's just put it this way.
Suppose that Congress in its wisdom, or lack of wisdom, decides

that we are not going to assign these quotas. Then you are OK.
Your American investor could still go down there with al the Ameri.
can know-bow and all the efficient potential productive land you have
got and jour climate and your short haul, with the low freight-you
are certainly in a position to get your share of the global quota.

Mr. Lu.-r.Nquier. Well, the world market price is so low that no
com pany is going to go down there and invest in a sugar mill on that
wor d price. But if we could come into the U.S. market, which is a
premium price, that's a different story-then we can get the mill.
Otherwise, Senator, we are not going to have a sugar mill down there.

Senator MORTON. Well, I will ask my colleague, the very able chair-
man of the Foreign Relations Committee to see what we can do on
approaching the problem of British Honduras, for whom I have the
hihest respect and regard, for the people of that country--ask him
to see if he cannot work it out on some other basis.

Did you ever get in the mahogany business down there?
Mr. TLarENQUs. No, sir.
Senator Moirrow. Well, back years ago-I have been to Belize, I

used to peddle flour down there. And lgot a rumor started around
there that nobody should go into the woods for mahogany if he did
not carry Bluebird flour with him. And they all got the Bluebird
flour. So I am grateful to those people. I will help you if I can.
But I don't think your amendment stands a chance.SSenator FuLsBRow. Mr. Chairman-if I understand, you have reg-
istered wider the Foreign Agents Registration Act as a representative
of the British Honduras I

Mr. L! NQuwr. Yes, sir.
Senator FmDoT. 'When did youregieter?
Mr. LUxmrquieT. I registered this morning.
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Senator FuLxinowr. Do you have a copy of your registration state-
ment?

Mr. ILnqr sT. Yes, sir.
Senator Fuusinowr. Would you submit it to the committee for the

record?
Mr. Luin~quisT. All right, sir.
(This data is included in the insert below:)
Senator FurnlxTo. I understand you are receiving no pay.
Mr. Luj Qzmsr. That's correct.
Senator FuuLuhouT. That is very unusual, is it not?
Mr. LuLTNQmUr. Well, in the first place the British Honduras

Government cannot afford to pay fees to anyone in their present eco-
nomic condition. But in addition, as I mentioned prior to your com-
ing in Senator, I am an investor in that country and we do operate
a farm down there, a cattle farm. We are very interested in tKe eco-
nomic development of that country.

Senator Fuxnmour. Are you a citizen of the British Honduras?
Mr. LIjsNQursT. No sir; I am an American citizen.
Senator FuLDiEnTr. Yvou are an American citizen ?
Mr. ILUNQmsT. Yes.
Senator FULREIHT. Do you anticipate that if the quota is given,

that it will be an American company f
Mr. L1 rENQmUr. No. The British Honduras Government has

stated that if this quota is approved, that at least 800 British Hon-
duras farmers in the southern area will receive quotas.

Senator FULBRIOT. What happened to Mr. Badger, who was sup-
posed to appear here I

Mr. LYiJNQmsT. Mr. Badger is scheduled to give a talk down in
Florida. He tried to appear before your committee earlier and did
not succeed. He called me yesterday in Chicago and asked me if
there was any possibility of my getting back here I did arrive early
this morning, and I came over.

Senator FuuuntonT. Oh, I see. That is why you registered this
morning.

Mr. LujL Qum. Yes; I have a letter from the British Honduras
Government, dated June 11, which I filed as a part of my registration
with the Department of Justice, and I will submit that also for the
record.

(The letter referred to follows:)
Bwzsn HONDuRAs, MmnrsTy Ow NATUrAL Ruounos

G0MaCA AND INDUBIRT,

Mr. L. Br.AntI Reuse, rune,11, Ig.
WaehIngton, D.O., U.S.A.

Sin: i am enclosing a letter authorizing you to represent the Government.Of British Honduras on matters pertaining to the securing of a sugar quota
under the U.S. Sugar Act. This letter is sent on the understanding that your
firm is undertaking this assignment at no cost to the Government of British
Honduras.

I am, sir,
Your obedient servant,

A. A. Hombr,
Minister of Natural Rasourou, Oomnwee a In.4w~rp.
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BarilsH TONDATRAS MINISTRY Or
NATURAL RsouwUs COMMECE, AND INDUSTRY,

Belize, June 11, 1962.
Mr. L. BLAINE LILJENQUIST,
Washington, D.C., U.S.A.

Sn: I have the honor to refer to the conversation which took place on the
22d of May, 1962, at the British Embassy In Washington, D.C., between myself,
Mr. Cullen, and Mrs. Harker of the British Embassy staff, and your assistant,
Mr. Paul Badger and Dr. G. Taylor of Machete Nile Ltd. I informed Mr.
Badger and Dr. G. Taylor then that the Government of British Honduras wanted
your firm and Dr. G. Taylor to represent them at the hearings being held at
the time by the Committee on Agriculture of the U.S. House of Representatives
on a bill to amend and extend the provisions of the Sugar Act of 1048.

2. I am to say that after consultation in executive council m.v colleagues in
government have confirmed the verbal appointment I made on the 22d of May
1002, and have Instructed me to send you this letter authorizing you to represent
the Government of British Honduras on matters pertaining only to the securing
of a sugar quota under the U.S. Sugar Act.

I am, Sir,
Your obedient servant,

A. A. HUNTER,
Mi nister ol N ural Reouroea, Oommerce and Industry.

U.S. DEPARTMENT or JUSTICE

Washington, D.C.

RtoxsTf XlOv STATEMENT PURSUANT TO SECTION 2 Or TnH Foaow Aomits
REGISTRATION AcT 0r 1038, As AMENDED

1. (a) Name of registrant: L. Blaine LilJenquist.
(b) All other names ever used by registrant and when used: None.
(c) All present business addresses: 017 15th Street NW., Washington, D.C.
(d) All present residence addresses: 8750 North 30th Place, Arlington 7, Va.
2. (a) Date and place of registrant's birth: April 5, 1012, Salt Lake City, Utah.
(b) Present citizenship or nationality: United States of America.
(c) If present citizenship not acquired by birth, indicate when, where, and

how acquired: Inapplicable.
8. All visits to or residence in foreign countries during the past 5 years:

Name of foreign country: Japan.
Purpose of visit or stay in foreign country: To arrange for extension of

trade agreement between Japanese and the United States hide and leather
Industry.

Date and port of departure from United States: August 1961, San Fran-
c clseo, Calif.

Date and port of entry into the United States: September 1061, San Fran-
cisco, Calif.

4. (a) All clubs, societies, committees, and other nonbusiness organizations,
in the United States or elsewhere, of which registrant is or has been during
the past years a member, director, officer, or employee:

Name and address of organization and nature of connection with organi-
zation: National Association Executive Club (director) ; American Society
of Association Executives (director) ; Lvestock Conservation, Inc. (direc-
tor) ; Washldgtoft Trade Association ExeeutlVes.

(b) All membership or service during the past 10 years in the active or M
mere military, naval or other armed forces of any foreign government or for-
eign political party: None.

5. Name and principal address of each foreign principal of registrant:
(1) Philippine Cocoanut Administration, Quezon Memorial Park, Dillman,

Queson City, P.I. (previous registration).
(2) Miniltry of Natural Resources, Commerce, and Industry, British

*I-oaftftr Bellti, BritiSh .Hoduits;
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6. State the nature and purpose of registrant's representation of each foreign
principal named under item 5 and describe fully all activities of registrant
for or in the interests of each such foreign principal.

(1) To secure the repeal or elimination of the 8 cents per pound process-
lng tax on Philippine cocoanut oil.

(2) To secure a sugar quota for British Honduras under the provisions
of H.R. 12154, amending the Sugar Act of 1948.

7. Describe briefly all other businesses, occupations, and public activities In
which registrant is presently engaged: President, Western States Meatpackers
Association, 917 15th Street NW., Washington 5, D.O.; executive secretary, Candy
Brokers Association of America, 917 15th Street NW., Washingtod 5, D.0.

& All employees and other Individuals who render any services or assistance to
registrant, with or without compensation, for or in the interests of each foreign
principal named under item 5:

Name and address of employee or other individual and nature of services
or assistance rendered: Paul L. Badger, 917 15th Street IMV., Washington 5,
D.C. ; legal services and general assistance.

9. Furnish the following information as to registrant's receipts and expendi-
tures during the 8 months preceding the filing of this statement. The informa-
tion may, if registrant desires, be furnished for registrant's latest fiscal quarter
or other latest fiscal period of not leas than 8 months.

(a) All amounts received during the period directly or indirectly from each
foreign principal named under Item , itemized as follows:

Date funds received: (1) 1900.
Name of foreign principal from whom funds received: ' Philippine 0ocoanut

Administration.
Purpose for which received :' See paragraph 6(1) above.
Amount received: ' $4,000.
(2) The terms of my undertaking for the government of British Honduras

provide no compensation.
(b) All amounts received during the period from other sources to be used

directly or indirectly for or in the Interests of any foreign principal named under
item S, itemized as follows: None.

(c) All expenditures made during the period directly or Indirectly for or in the
interests of each foreign principal named under item 5, itemized s follows:'

Date payment was made: 190 (item 5(1) ).
Purposes for which payment was made: Postage, taxi fares ad other

business purposes.
Amount of payment:' 39.3.

10. (a) Speeches, lectures, talks, and radio broadcasts arranged, sponsored
or delivered by registrant during the past 8 months: None.

(b) Publications prepared or distributed by registrant, or by others for regis-
trant, or In the preparation or distribution of which registrant rendered any
sevices or assistance, during the past 6 months. (Indicate each type of pbU-.
cation by an X.)

(1) Press releases --------------- (12) Radio programs --------
(2) News bulletins ---------------- (13) Radio scripts .............
(8) Newspapers ......--....---- ( 14) Moving pictures----------
(4) Articles --------------------- () Lantern slides ..----------
(5 ) B ooks ------ - - - - - - -- - - --- - - - - (16 ) S till p ictu res ---- ----
(6) Magazines ----.-------------- (17) Posters ------------
(7) Pamphlets - ..---------------- (18) Photographs ..................
(8) Circulars ----------------- (19) Charts ...........
(9) Form letters ----------------- (20) Maps ..........................
10) Reprints --------------------- (21) Other publications ........ X
11) Coples of speeches, lectures,

talks, or radio broadcasts.

A Includes all amounts so received, whether received as compensation, loans, contributions,
subs ptonu fees, due. subsidies, or otherwise. . .

Raeoetipts razanMprson auntitJ tless han $100 fr the ied b e eoibts,with other lilke amountIs proriled tb source of lt.~ fu nds is clearly indicated.
'Where funds were reeer. r vainoUS purposes, sueh purposes shall be listed inreasnable, detU id . b . m ui ~ e o tko ros itl~ ntt 't ni

doeall tti amount tr eesved fores urpoes lptrundese pbeicipnltrnhlealtnsfer, of funds to anuy foreign principal.
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(c) Preparation of publications referred to In answer to (b) above.
Number checked under (b) : (21).
Description of publication: Statement before the Agriculture Committee of

the House of Representatives, May 23,1962.
By whom written, edited, or prepared: Paul L. Badger.
By whom printed, produced, or published: Self.
(d) Distribution of publications referred to In answer to (b) above.
Number checked under (b) : (21).
Name of distributor: House Committee on Agriculture.
Methods and channels of distribution: Press.
Classes or groups of persons to which distributed: Statements are made

available to any person interested.
11. (a) Regitrant's connections, not fully described above, with foreign gov-

ernments, foreign political parties, or officials or agencies thereof: None.
(b) Registrant's pecuniary Interest In or control over partnerships, corporal.

tions, associations, or other organizations or combinations of individuals, not
flly described above:

Name of organisatIon or combination: Machete Nile, Ltd., a British
Honduras corporation.

Nature of Registrant's ownership or other pecuniary Interest: stockholder.
Nature of any direction or control exercised by registrant: Director.

(c) If the registrant is subject to the supervision, direction, or control of any
individual or organization, except as hereinabove fully described in this state-
ment, explain fully: None.

12. File the following exhibits with this statement:
Short form registration etatement.-File a short form registration state-

ment on the printed form provided therefor, for each person named under
Item &

Rehdbit B.-File a copy of the agreement, arrangement, or authorization
(or if not in writing, a written description thereof) pursuant to which
Registrant Is acting for, or receiving funds from, each foreign principal
named under Item 5.

Rehibft 0.-File an exhibit C, on the printed form provided therefor, for
each foreign principal named under Item 5.

Rahifbi D.-File copies of all printed matter referred to under Item 10(b),
except photographs and moving pletures.

Rehiit .- Fle a copy of the agreement or arrangement (or if not in
writing, a written description thereof) between the restraint and each
business firm or other organization named under Item 10(c) or (d).

The undersigned swears or aMrms that he has read the information set forth
in this statement and the attached exhibits, that he is familiar with the contents
thereof and that such contents are In their entirety true and accurate to the
best of his knowledge and belief, except that the undersigned makes no repre-
sentation as to the truth or accuracy of the information contained in short form
registration statements insofar as such information is not within his personal
knowledge.

(Both odples of this statement shall
be signed by the registrant and sworn to
before a notary public or other officer
authorized to administer oaths.)

L Blaine Liljenquist.

(siguature--Yp0e or print name underneath)

Subscribed and sworn to before me at- .... this .... day of -------- ,19.0

My commission expires-------1.. (signature t notary or other oeer)

* 0 TO 3U3OITATM0 SYAUTwMNTS DinhER YHM lONUIOI AGENTS XC5YUATION.
ACT se 1sI, Al AUMnn

Fwiish this exhibit for each foreign principal of the registrant. This exhibit
will not be accepted for filing unless It is reasonably complete and accurate. '

1. Name and address of registrant: L Blaine Lilienquist, Olt 15th Street NW.,
Washington, D.C.
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2. (a) Name of foreign principal: Ministry of Natural Resources, Commere
and Industry, British Honduras.

(b) Principal address of foreign principal: Belie, British Honduras.
8. It the foreign principal I a foreign government state the following:

Branch or agency thereof represented by registrant: Ministry of Natural
Resources, Commerce and Industry.

Name and title of official with whom registrant deals: Alexander A.
Hunter, Ministry of Natural Resources, etc.

4. If the foreign principal is an individual (natural person), state: (a) All
present business and residence addresses not given ubder item 2(b): Not
applicable.

5. If the foreign principal is not an Individual (natural person) or a foreign
government, state the following: (a) Type of foreign principal's organization:
Not applicable.

(c) All partners, officers, directors, and similar officials of the foreign prin-
cipal: Not applicable.

(d) List, if any, all of the foreign principal's branches and local units and
other component or affiliated groups or organizations in the United States and
elsewhere: Not applicable.

(e) Branch or group, if any, represented by registrant: Not applicable.
0. If the foreign principal is not a foreign government but is supervised,

directed, or controlled by a foreign government, foreign political party, or an
official or agency thereof, or by any other person or persons, state name of such
government, political party, or other persons and nature and extent of super.
vision, direction, or control: Not applicable.

7. If the foreign principal is not a foreign government but is financed or sub.
sidled In any way by a foreign government, foreign political party or an official
or agency thereof, or by any other person or persons, state name oi such govern.
ment, political party, or other persons and nature and extent of such financing
or subsidization: Not applicable.

& If the foreign principal is not a foreign government, state nature ot all it
businesses, occupations or functions: Not applicable

Senator FULBRIGHT. Well, that is all, Mr. Chairman.
Senator Douors. Any other questions f
Senator Mowro. Just so we understand, Mr. Chairman-I think

* the fact that the witness registered this morning is just because he
is pinch-hitting here, and I do not want it to be interpreted in any
way as any reflection on him. I think that you are rendering a
service for British Honduras, and the fact that you are doing it
without a fee, I think you are to be commended for that.

Mr. LxzNQuIsT. Thank you, sir.
Senator DouGLAs. Mr. Liijenquist, just one or two questions.

Would it be your intent to put up or assist in putting up the sugar
mill under the present quota, or if the quota were increased?

Mr. Ix NQuIum. I be-g your pardon ?
Senator D~uohaLs. Would it be your intention to participate in

putting up the new sugar mill under the present quota, or if the
quota were increased?

Mr. LaLJBQumI.. In the event that were done, sir, the Americas
factors in Hawaii would put up the sugar mill: .It is possible that
our farms down there would participate in raising cane. At least
we would benefit from byproducts of the mill in our cattle industry.
We could purchase byproducts. .

SenxtorDouoLAs. Thank you, Mr. Liljenquist.
Senator DouoGLs. Our next witness is Albert S. Nemir, Brazilian

Sugar and Alcohol Institute.
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STATEMENT OF ALBERT S. IIXR ON BEHALF OF THE SUGAR AND
ALCOROL INSTITUTE OP BRAZIL, ACCOMPANIED BY HERBERT 0.
HATXORl

Mr. NYMia. Mr. Chairman, my name is Albert S. Nemir of A. S.
"Nemir Associates. I have with me Mr. Hathorn.

Our firm represents the Sugar and Alcohol Institute of Brazil,
an entity of tIe Brazilian Government, which was established in
.1930 to assure the orderly production and distribution of sugar.

We appeared before the House Committee on Agriculture on May
21, 1962 to give testimony and supplementary information on
Brazil's behalf. For a detailed presentation of our case, I wish to
refer the Senate Finance Committee to pages 320 to 871, inclusive
of the hearings before the Committee on Agriculture, House of
Representatives, 87th Congress, 2d session, on sugar,

_R.R. 12165 gives Brazil for the first time, a basic quota of 190,000
JJort tons, currently bape on an annual level of sugar consumption
in the United States of 9,700,000 short tons.

In addition, 150,000 tons was authorized for purchase on a tempo-
rary basis through December 1968. In 1961, Brazil shipped to the
United States 300,000 tons of nonquota sugar allocations, and in
1960, 100,000 tons.

Mr. Chairman, I have been concerned with sugar matters for 27
years, It is my opinion that without a fixed quota system, under cur-
rent world conditions, the United States would be courting disruption
in supply and could expect erratic price conditions in our sugar market
in the next few years.
. We are here to present to your committee the reasons why we believe
Brazil qualify ies for a substantial basis sugar quota.

1. Bramil qualifies under all criteria of the Sugar Act for the follow.
ing reasons:

-(1) Brazil was the largest producer of commercial cane sugar in
the world In 1961-62 friendly to the United States. Her ability to
ship substantial quantities of sugar on short notice has already been
demonstrated. Production in 1961- 2 will total around 4 million

.short tons, raw value, of which 8 million tons is for the domestic
'market and the remainder will be available for export. Her exports
during the past 4 years have averaged over 800,000 short tons. Pro-
duction is continuous throughout the year since there are two crops-

'in the northeast from September to April and in the south from June
'to December.

(2) Brazil has 868 mills well dispersed throughout the produqing
,areas. Ownership is widely scattered throughout the producing area
and there is very little concentration of production in large mills.

For example, average size in the State of Pernambuco for the 54
mills is around 18,000 tons, and in the State of Slo Paulo with 97 mills,
the average is slightly over 10,000 tops.

(3) There are 50,000 small- and medium-sized farms supplying one-
Jhalf of the Cane production of Brazil. There are approximately
70,000 workers in the mills, 250,000 sugarcane workers, and the totil
sugar operation directly involves about 114 million persons.

(4) Brazil has unlimited potential capacity for expansion and mill
restrictions on production have been in effect for many years.

'326
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(5) Brazil is one of the few friendly countries in the Western
Hemisphere that can respond with promptness to meet the U.S. de-
mand or rapidly changing needs of sugar. This is significant in
today's troubled world. In fact, Brazil can assure precisely the kind
of protection and stability that Cuba formerly offered to make certain
that the Sugar Act will operate properly and in an orderly fashion.

II. Balance of payments: Brazil has one of the most difficult bal-
ance-of-payment situations of any country in Latin America. This
is because her principal export earners, coffee, cocoa and sugar, have
all been seriously depressed commodities in terms of price. It is the
shortage of exchange that requires the Brazilian Government to limit
imports. Conversely, it was the opportunity to earn the exchange
that made possible the commitment by Brazil to offer to purchase for
dollars over the next 5 years $250 million of additional U.S. wheat,
committing the foreign exchange earned on sugar for that purpose.

II. The Brazilian sugar controlled system assures that no specula.
tive profits will go to the sugar industry: The Sugar and Alcohol In-
stitute of Brazil was established by the Federal Government in 19WO
in order to assure the balance and orderly growth of sugarproduction.

-Sugar exports from Brazil are all handled by this Government
agency which is comparable to the Canadian Wheat Board. There
fore, the sugar producers do not bear the losses from current exports
at today's depresd world price levels. Neither do they participate in
the net receipts from an Y U.S. sugar sales.

Exhibit I in the testimony before the House committee gives the
translation of fund decree No. 156 of November 17, 1961, outlining the
steps already taken by the Brazilian Government to establish a fund
for the consolidation and development of economic and social pro-
grams for workers in the sugar and the sugar cane industry.

This decree has been further Implemenfed to channel available net-
receipts to these purposes, particularly targeting the northeast problem
area where 40 percent of the Brazilian sugar is produced.

The Government program is designed to meet-
(a) Immediate problems by means of an emergency plan;
(b) Medium-term problems by means of a 5-year plan;
(o) Long-term problems within the coordinated economic and

social development plan of the Government.
IV. Alliance for Progress; In northern Brazil where 40 percent of

the Brazilian sugar is produced, there are 25 million persons with
average income levels among the lowest in Latin America and this is
the great problem area of South America. Estimates are the income
level is $100 per person in that area.

The steps already taken and the commitment of the Government to
implement the Alance for Progress program, particularly in this
area, gives the United States complete assurance that benefits from
the sugar sales to the United States will go to advance the social and
economic improvement of workers and others in this area and, in fact,
throughout Brazil.

V. Concern regarding expropriation: Many references have been
made concerhing the attempted expropriation of the telephone com-
pany in Brazil by action of the State of Rio Grande do Sul. Every
action of the Republic of Brazil since that incident has been to safe-
guard the foreign investors in Brazil against a repitition of this auton-
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omous State action. We submitted in our testimony in the House two
press releases by the Brazilian Embassy on this point. The situation
has been clarified further and, Mr. Chairman, I ask permission to in-
corporate in the record the following:
1. letter published in the New York Times on Tuesday, June 19,

1962 in which the Brazilian Ambassador, Roberto de Oliveira
Campos, clarified Brazil's position with reference to the expropria-
tion.

2. An article in the U.S. Department of Commerce publication
called International Commerce, June 18,1962, page 49, commenting on
recent action designed to reassure foreign investors against indis-
criminate action by any local authorities in Brazil and regulatory
measures adopted by Brazil to improve the investment climate and to
protect private property.

8. Press release of June 6, 1962, issued by the Brazilian Embassy,
entitled "Protection of Foreign Investments in Public Utilities."

4. News letter published in the Journal of Commerce, Thursday,
June 21, 1962, which further clarifies the expropriation misunder-
standing.

We will have inserted in the record at this point all of these
documents.

(The documents referred to follow:)

Exnmrr 1
NAOT'oALrsATxoi iOg B&Aw

AMBASSADOR EXPLAINS LAW SETTING FORTH METHOD OF OOMPENSATION

To the Erroa or eH Naw YoRK Tims:
My attention has been called to a story In the Times of June 10, "Congress

Acting in Foreign Aid as Expropriations Raise Its Ire."
This story, which deals with present efforts in Congress to safeguard the

foreign Investments of U.S. citizens against the threat of expropriation without
fair compensation, makes direct reference to the decree recently Issued by the
Brazilian Government to regulate the nationalization of public utilities in Brazil
and draws inferences which are not Justified by the language or the intent of
the decree.

The Times story statex that "according to the (loulart plan, an expropriating
nation Would pay only 10 percent of the indemnity at the time of 'seizure"' and
"most of the rest would be paid in installments out of profits." The article
t on to say "If there were no profits, there would be no further compensa.
tion" and "obviously it would be advantageous" or "profitable for the expropria.
ting nation to see to It that the seized foreign business was run thereafter as a
nonprofit enterprise."

NOT UNKD TO PROFITS

The actual language in article 2, paragraph (b) of the decree provides for
Payment of the deferred portion (after the 10-percent downpayment) in install-
ments compatible wherever possible with the funds generated by the service
itself and a minimum of additional public funds." Neither In the decree nor In
the discussion which led up to It has It ever been suggested that the payment
of compensation would be dependent upon the profits of the nationalized enter-
prise, and I can assure you that this is not the intent of the Brazilian Govern-
ment.

Any suggestion or inference that my Government would deliberately see to It
that there were no profits as a device for evading payment of fair compensation
for a public utility enterprise it acquires Is a gratuitous and unjustified refiec-
lion upon the integrity and good faith of Brazil.
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As was pointed out in the press release of my Embassy on :une 6, this decree is
designed to protect foreign investments In Brazil and assure the owners of such
investments that "In the nationalization of public utility companies, the consti-
tutional guarantees of private property, both domestic and foreign, must be
observed."

RoDENTo O OLIVhrRA CAMPOS,
Brasillan Ambassaor.

WasHNGTON, Jnie It, 1962.

Exnisrr 2

BRAzIL Dz oaz REGULATs UrIUTY ExPROPRIATIONs, STs Up OomuissioN

.S. INVESTORS' PROPOSALS PROVIDlE BASIS 10 PRESIDENTIAL EDIOT E5TABLISHILNO
THR£E-MAN BODY UNDER PRIME MINISTER

A three-member commission to regulate the expropriation of public utilities has
been established by the Brazilian Government In a move to reassure foreign
Investors against Indiscriminate action by local authorities

According to the Brazilian Embassy In Washington, the decree is based on a
proposal submitted by the largest American Investors in Brazil, as well as on
similar laws Issued In the past by Mexico, Argentina, and Colombia.

(The Council of Ministers recognizes the need for continued foreign partielpa-
tion In the formation of Internal capital, so that the country may attain the
levels of economic and social development demanded by population growth and
the Just aspirations of the Brazilian people. ,

The Government believes that at Brazil's present stage of development the
national Interest may be better served by direct Government operation of public
services, except for municipal or limited regional services where private conces-
sions may be Justified.

In issuing the regulatory decree, Brazil seeks not only to Improve the Invest-
ment climate and protect private property, but also to regulate the burden of
remittances in relation to the balance-of-payments situation.

Under the decree, the three presidentially appointed commission members
are directly responsible to the Prime Minister. The commission will submit
to the Council of Ministers a list of the services to be taken over and the priority
of action, and will have the responsibility of negotiating settlements with the
affected companies.

Indemnities will be determined by mutual agreement, when necessary, through
expert evaluation or arbitration by a representative of the Government, a rep-
resentative of the company, and experts appointed by joint agreement, or, In
the case of disagreement, by the Prime Minister, with the approval of the
Cabinet.

Initial payments toward Indemnification for expropriated property will not
be In excess of 10 percent of the total, with the remainder in deferred install.
ments. Earnings of the utility Itself must be used wherever possible as the
source of funds to meet settlement terms, with as little additional public ex-
penditure as possible.

Not less than 75 percent of the net amounts received by a company must be re-
Invested In Brazil in sectors or activities defined by the National Planning
Commission as Important for sociaL and economic development. Such reinvest-
ment may not be used to finance or participate in any Brazilian enterprise al-
ready In operation.

ExHIBIT 8

(Brazilian Embasy Press Release No. 48. Washington, D.C., June 6. 19021

Psoro nox or FozaioN 1xvEsrMu-NTs ix PuBlIo UTnnTIs

With the purpose of protecting foreign investments In Brazil, the Brazillan
Government Issued a decree regulating expropriations In that country. It Is
based on a proposal submitted by the largest American Investors In Brazil,
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and in line with similar expropriation laws Issued in the past by Mexico, Ar-
fentlns, and Colombia. The new decree is also a result of mutual understand-
ng on the subject arrived at high level during the visit of President Goulart to

the United States last April.
Following is the text of the law:
"Whereas at the present stage of the country's development the national In-

terests way be better served by direct operation of public services or utilities,
except in regard to municipal services or to those having a limited regional
scope, where private concessions are Justified;

"Whereas in the nationalization of public utilities companies the constitu.
tional principles of guarantee of private property, both domeste and foreign.
must be observed;

"Whereas the Council of Ministers, In its plan of Government submitted to
the Congress, recognized the necessity for the participation of foreign invest-
ments in the country as a supplement In the formation of internal capital, so that
the country may attain and maintain the levels of economic and social develop-
ment demanded by population growth and by the Brazilian people's just aspira-

•tlonx to social well-being;
"Whereas the nationalization of public utilities companies should not result

In a reduction for foreign investments in the country, nor in the creation
of a climate discouraging to new investments, nor constitute a source of sub-
stantial increase In the exchange burdens arising out of such investments;

"Ant. 1. A Commission answering to the President of the Council of Minis-
ters is hereby created, to be composed of three members appointed by the
President of the Republic, such Commission to be charged with (a) submittal,
for approval by the Council of Ministers, of a list of the services to be taken
over for direct operation, indicating order of priority; (b) negotiation, with
the representatives of the concessionary companies, of the conditions and pro-
cedure for refund or indemnization to the shareholders, and submittal to the
Council of Ministers of the plan resulting from each such negotiation;

"ArT. 2. The conditions governing refund or indemnization agreed upon
with the concesslonaries shall be subject to the following principles: (a) initial
payment of a portion not to exceed 10 percent of the agreed total; (b) deferred
payment of a portion in installments compatible whenever possible with re-
sources accumulated by the self-same utility and with a minimum of additional
public resources; (c) obligation assumed by the concessionarles to reinvest In
he country, in sectors of activities defined by the National Planning Commis-

sion as enjoying priority for the social and economic development, of not less
than T7 percent of the net amounts received as reimbursement or Indemniaton,
such reinvestment not to be applied to the financing of, or participation In, any
Brazilian enterprise already in operation:

"Anr. 3. The assets and the amounts to be received by the concessionarles as
payment or IndemnIzation shall be estimated by mutual agreement and, when
necessary, through expert evaluation and/or arbitration by a representative
of the Government and a representative of the concessionary, and expires ap-
pointed by joint agreement or, In ease of disagreement, by the President of
the Council of Ministers with the approval of the Cabinet;

"Ar. 4. The present decree becomes effective on the date of Its publication,
all provisions to the contrary being hereby revoked."

EXHnTrr 4

[Irrom the Journal of Commerce, June 1, 19M!

NEWSL"ET1ER--WORLD TRADE

ExPaoPAuTION Cums PosING HADAOR3

WAsninoox.-The pellmell rush of Congress to protect American invest.
meant overseas from highhanded expropriation promises to bring on a number
of king-sie headaches for the administration. i

In fact the question of the alleged conflict between property rights of U.S.
Investor abroad and sovereign rights of their host governments Is getting so
balled up in current legislation that the administration would be smart to step
in now and get the whole situation explained. "
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It would avoid a lot of Ill will between this country and the underdeveloped

nations which we are so ardently wooing. These nations are sensitive to erup-
tions in the U.S. Congress about the sanctity of U.S. foreign investments, so
sensitive that they often lose sight of the fact that such outbursts do not neces-
sarily represent the viewpoint of the U.S. Government.

DAZZLE MOVE IMPACT

It so happens the rash of antlexpropriation sentiment on Capitol Hill is in-
spired by the difficulties of International Telephone & Telegraph in Brazil. The
seizure of one of its subsidiaries by a state government there earlier this year
created a major crisis in United States-Brazilian relations.

The fact that this dispute now is being negotiated--since the Federal au-
thorities n Brazil stepped In to block the takeover by the state government-
is forgotten or overlooked by the U.S. Senate. It Just voted an amendment to
the foreign aid program to deny assistance to any nation "expropriating" U.S.-
owned property.

sUTFFRW LAP8E

The House this week suffered a similar lapse when it passed the sugar bill
It gave Brazil a temporary annual sugar quota in the U.S. market of 150,000 tons,
something the Brazilians dearly wanted. But the legislation also threatened,
without naming Brail, to suspend the quota of any nation which "unlawfully
expropriates" or discriminates against U.S.-owned property.
. To keep this sort of thing from getting out of hand, President Kennedy should
publicly express his approval of the type of amicable expropriation settlement
worked out recently between Mexico and American & Foreign Power. This
should also prove helpful in assuring IT' prompt, adequate, and Just com-
pensation for ITT expropriated facilities In Brail.

caOn~ MtI5

Mr. Kennedy missed a chance to do this when Brazilian President Goulart was
here in the spring. While he is understood to have approved the Goulart ex-
propriation plan, the official communique said only that he had expressed in-
terestin it.

Some will say that to have Mr. Kennedy take such a position would on-
courage underdeveloped nations wherever to expropriate everything in sight.
This risk, however, seems far outweighed by the long.term advantages of hr-
mug the U.S. position clearly on the record.

Mr. Nsxm. We deem it unfair to penalize the Federal Government
of Brazil for action by a single state governor, which the Federal
Government had no hand in. When the press asked President Ken-
nedy if he would stop the Alliance for Progress funds to Brazil because
of the telephone takover in Rio Grande Do Sul, he replied that there
would be no slowup because the Federal Government of Brazil should
not be held responsible for the action of state governors,

The tradition of friendship between the United States and Brasil
is long and unbroken. If there is to be any real progress in Western
Hemisphere relationships and development, the continued cooperation
and friendship of these two great nations-.-the largest in the Western
Hemisphere-must be maintained and strengthened.

A test of friendship is a nation's willingness to stand beside her
'friends in times of crisis. The 200,000 Brazilian troops represented
over 50 percent of all Latin American forces in World War II battle-
fields, and is stark evidence of the comradeship between these two great
friends.

VI. Brazil Is'a large and expanding. market for Afierican exports:
Currently, Brazil is the largest importer of U.S. agricultural products
in Latin America. Brazil's purchases of $112.2 million of U.S. agri-

8M01-42- 22
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cultural commodities in 1961 exceeded the combined purchase of U.S.
agricultural commodities of those countries in Latin America who are
basic sugar quota holders. Brazil is the largest user of wheat in
Latin Aimierica-Brazil purchases 63,601,000 bushels yearly--or 59.6
percent of total wheat imports into Latin America (average 5-year
period 1957-61).

The Brazilian Government has formally presented by diplomatic
note on May 25, 1962, a program whereby she would purchase for
dollars additional wheat from the United States to increase her level
of wheat consumption by 100 percent within the next 5 years, provided
she could sell to the U.S. market 750,000 tons of sugar annually over
a 5-year period.

This would give the United States a total during 5 years of more
than $250 million in new dollar business; save the outflow of U.S. dol-
lars; benefit Kansas, North Dakota, South Dakota, Nebraska, Okla-
homa, Texas, Montana, and all other wheat-producing States by
providing a wheat market for the production from more than 8 million
acres of wheatland per year, and it would greatly assist the U.S.
Treasury.

We appreciate the consideration given to Brazil in H.R. 12154. We
were hopeful that a greater quantity of sugar would be allocated to
the Weitern Hemisphe..re-especially Brazil--as a means of quickly
expanding the sale of additional U.S. commodities.

Although Brazil is the only country which has adopted a formal
program to use receipts from sugar sales to the United States for the
purchase of additional U.S. agricultural products, the opportunity is
available to other countries. The implementation of Brazil's pro.
gram would be in keeping with the intent as clearly stated in the Ro6use
committee report on H.R. 12154, and also with the statements made on
the House floor by Congressman Poag and others as they appear in
the Congressional Record (vol. 108, No. 99, pp. 1 810030, June 18,
1962).

We respectfully submit our statement and supplemental material
Including Brazil's proposal for the committee's consideration. We
hope the committee will give special recognition, in the form of addi-
tional sugar allocations, to Brazil's farsighted proposal to use 67 to
70 percent of her receipts from sugar sales to the U.S. market for pur-
chasing additional U.S. wheat--over and above her traditional sup-
plies. Such a program will improve diets and raise the. living
standards of her people by increasing their wheat consumption 100
percent within the next 5 years.

(The supplemental material and exhibits referred to follow:)

om o m EZ srrs

1. Translation of fund decree No. 15, November 17, 1981, of the Sugar and
Alcohol Institute which outlines the steps taken to establish a fund for
the consolidation and development of economic and social programs for
workers In the sugar and sugarcane Industry.

II. Map showing the production of sugar In the principal States of Brail.
IML Map showing northeast Brasl, a poveoty ridden but Important sugar-

producinr area. TMis northern sector now under Brasil's development
progrm' operation NUD3NA as well a principal concern of Allace
for Progreft
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IV. Map graphically showing location of mills, sugar exports and exports by
the principal ports of BraziL This map shows theoretical monthly
loading capacity: RecIe, 120000 tons; Macelo, 52,000 tons; Santos6
90.000 tons.

V. Chart, Brazil: Largest importer of U.A. agrIclhtural commodltes In YAUt
America In 1961.

VI. hart Brazil: Largest Importer of U.S. wheat among Western Hemi-
sphere countries receiving nonquota sugar allocation In 1961.

VII. Chart: Brazil alone Imports more wheat than the balance of the Western
Hemisphere countries combined.

VUL Chart: Comparing Brazil's wheat consumption with other nations demon-
strating the reasonableness of the target expanding wheat consumption
In Brazil during next 5 years.

IX Summary chartv: Showing Brazil's position as a wheat Importer amons
certain Western Hemisphere countries.

X. Table: Projection of foreign supplies available to the United States on
various price assumptions to 1970 as reported by the Special Study
Group on Sugar of the U.S. Department of Agriculture prepared at the
request of the House Committee on Agriculture

Extn I
Decree No. 15
November 17, 1061 TRANS, AToN 05 FmnD Duozas

(Establishes in the Sugar and Alcohol Institute a Fund for Consolidation and
Development of the Sugar Cane and Sugar Industry and Sets Forth Other
Provisions)

Article 1. The "Fund for Consolidation and Development of the Sugar Cane
Sugar Industry" Is hereby created In the Sugar and Alcohol Institute, and will
he administered by that Institute.

Article 2. The Fund will be composed of-
(a) the net receipts of the contribution of Or00 per bag of sugar,

as per Resolution A 1588 as of Beptember 21, 1961, of the Executive Com-
mission of the Sugar and Alcohol Institute, or of contributions set for this
purpose In the manual plans for defense and balance of the cane harvest
according to Articles 148 and 149 of Decree-Law N 8855, of November 21,
1941-

(b" the net receipt from sugar export operations during 1981 under the
provisions of Decree A 51104 of August 1st, 1961;

(e) the balances resulting from the differences between official sugar
prices, plus export expenses and the value of general sugar exports;

(d) other resources resulting from transfers, appropriations, or donations
from public or private sources of any kind, as well as balances of specific
funds which may be transferred or Incorporated by decision of the Execu-
tive Commission of the Sugar and Alcohol Institute to meet the purposes
of the Fund.

Article 8. The resources of the Fund will be used for the following purposes:
(a) to finance or serve as guarantee of financing contracts for sugar to

be exported, In order to assure coverage of possible difference between of-
ficial prices In the Internal market and the export sale price;

(b) to guarantee financing from Internal and external sources, within
legal requirements, to finance or carry the cost of the execution of a pro.
gram for consolidation and development of the sugar cane and sugar Indus-
try and the circulation and marketing of production, as well as the training
bf technical personnel;

(c) to carry out a social assistance program for workers; in the sugar
cane and sugar Industry, including, among others, the following points:

1. food and clothing at cost through cooperauves, canteens or other
entities;

2. free primary .and professional education;
8. hygiene and health through medical assistance and hospitaliza-

tion;s
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4. adequate housing;
(d) to promote programs of economic, agricultural and Industrial re-

search.
Article 4. The preparation of programs referred to In letters (b), (c), and

(4) of the previous Article shall meet--
(a) Immediate problems, by means of an emergency plan;
(b) medium-term problems by means of a five-year plan;
(c) long-term problems within the coordinated economic and social de-

velopment plan of the Government
Paragraph One: The emergency plan referred to in this Article shall give

priority consideration to, among other aspects, the financial and technical situa-
tion of the mills;

Paragraph Two: The Sugar and Alcohol Institute Is authorized to contract
technical and professional services of specialists and public and private en-
titles, as needed for the preparation of the above-mentioned program.

Article 5. The programming, as part of the Government's general plan for
economic and social development, shall meet the goals of the sugar cane and
sugar industry according to priorities Intended to correct regional economic un-
balances, especially In the Nortbeast.

Paragraph One: Once the cited program has been prepared, It will be sub-
mitted to the Executive Oommisi6n of the IAA, for its approval, and subse-
quent concurrence by the Ministry of Industry and Commerce.

Paragraph Two: Plans and projects elaborated in accordance with the pld..
visions of Articles 4 and 5 will also be submitted to the Executive Commission
for approval.

Article . In each five-year period, a minimum of 20 percent of the Fund's
net resources shall be applied, directly or through agreements with legally
constituted entities (public or private) In the execution of the social assistance
program for workers of the augarcane and sugar industry as mentioned in
Article & Item (c), together with specific budgetary resources.

Article 7. The budget for Investment of the receipts of the Fund as formed
In each harvest, and within the provisions of Article 8 of this decree, shall be
allotted as follows:

(a) Up to 80 percent of the Fund's financial resources may be used to
guarantee the execution of export financing contracts (Article 8, letter
(a));

(b) The balance of the resources will be used for the programs referred
to in letters (b) and (d) of Article 8, but only after at least 20 percent,
according to provisions of Article 6, has been set aside for use In the social
assistance program for workers of the sugar cane and sugar Industry
(article 8, letter (c)).

Article 8. At the end of the agricultural year and at the time the production
plan for the next crop Is prepared a balance sheet of the disposable resources
remaining for Investment in the subsequent period should be prepared Including
the estimated revenue to be received, In order to orient the distribution of the
total resources, according to provisions of the previous Article.

Article 9. The balance sheet referred to In the previous Article and the
budget for operation of the program which is to be prepared periodically In
accordance with Article 4, as well as the accounts of the Fund, will be submitted
for approval to the Executive Oommssion of the ZAA, as permitted by Its legal
attrbutes, the budget being designed to permit adaptation to the program.

Article 10. The balance sheet of the Fund will be submitted annually to the
Executive Commission of the IAA for examination and approval, and later
transmittal to the Federal Court of Accounts (T1ribunal de Contas).

Article 11. Within 00 days the Executive Oommission of the IAA will submit
regulations for this decree to the Minister of Industry and Commerce for ap-
proval.

Article 12. Decree N-51104 and 81148 of August I and 5,1061, respeetIvely, as
well as any other provisions to the contrary, are hereby revoked.

Article 18. This decree shall become effective on the date of Its pubUcation.
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SUGAR PRODUCTION, PRINCIPAL STATES OF BRAZIL
1960-1961

3,810,263 Short Tons, Raw Value

9e,,e,,e e WeIs Apl.
rpmedw~ Joesie pe Oeeh".

If ... PROOtITIOW tee O.
(Rn Yak.)ass Volv)

ALL BRAZIL ......................
NOI TH .. .. l...l.. .

R'f medmee, 01*A4 N4 ........Peab.e 4........ .. ..... '. .,ren mbs01 o ..........,, . ....
Alel se .......................... 811
ldW , ................. ...., an
11t4 ............................ ,14
Odb o , m ... .. ... .. .. ....eat .............. 14

Si o u th............ 5410

14pm*e ............. IA4@SPeo e .......................... 114

.... ................ ..

Tee
IOU

IA

as
IA
I.e
.1

its

8.1
ILI
"I

.I

.1



38 SUGAR AO MOMENTS 07 1962
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SUGAR MILLS LOCATION IN BRAZIL
36 Ml. - tbpowt by Area 1936-1961
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RZ11Mrr X

TAus T.-.OAxriftgu sugar: Projeoton of foreign supplies available to the
Unite States, under nrle prke siaumptione, 197013

(,000 short toM raw valUOa

Country Af24 cvretj ci con

U.S-qM ta holder:

Dmnicaraua
Halu .....................................................
Deool ...................................................

Pee..........o...o....r........... ............

Total, U.S. quota ho l ...............................

Castral and South America:
A r g e na .................................................

G u aatmam l ...............................................
Pa ra guay ................................................

Tottl, Central and South Amer er ......................

Commonwelth:
Aus ui .................................................

British Ifondur n ........................................
Federation of West Inddee ................................
India .....................................................
Mauriltlus ................................................
Union of South AfrI ....................................

Total, Commonwealth .................................
West Europe:

Belgum ...............................................Denmark......................................
France and territories ......................
Germany, West ..........................
Ireland.. ................ ....... ....

Total, West Europe ....................................

Other:
Indonesia .................................................
Turkey ...................................................

Total, other ............................................
Grand Total ............................................ I

30

10
am
8o
10
30

1,000
350

40O30

is
700
55

350

450

a5
700
35

OW
65
so

410
1,6o

550

1,00 1,900 2,300
0 15 20

50 so TO
6 Is

15 25
t0 20

1,801 2,288 2,790

500 700 1,000
too a00 300
50 30 35
M m1o 400
100 2W 300
175 225
22A 325 425

1,495 253 %985

35 60 70
75 200 31O
6 15 100

10 10 15
o 0 7535 40 70

us3 455 705

0 0 200
80 100 125
30 100 2

S, I7 11,020

343

I Projections of foreign tu plles available to United Stalte are based on speele mumptlons. See text
IP-ricaaumptiof, relate toB.. Import price In relation to IN levels.
I Excludes t'nited Kingdom, Canada, and 1ong Kong. British Guiana, Belgium, and the Neterlands,

which also have small U.S. quotas, are shown in other grouping.
Source: Sugar and Tropial Producta Branch, PA, USDA, Dec. 15, 190.
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ULwUMNTAL INroamAIOx To CONFIRM TUE STATEMENT Or ALBERT S. NzmI oi
BEALr OF TUB BzAzTuA SueAR AL(ooOL INsTITUTE, or THS "BRAZILIAN GOT-
ENMENT's Wuuiouaiun a TO COMMIT THE RocED or SuoA Fol WHEAT UNDn
A 5-YEAR PROGRAM, AS R FI) TO IN THE STATEMENT or ULDr S. NeMm
BEFRo THE COarUrrn oN AoRiCULataAE HEARINGS ON .I.R. 11730
(A true copy of the official confirmation of Brazil's commitment as transmitted

to the Department of State on May 25, 1902, Is reproduced below.)

No. 197/8426(42) (22)
The Brazilian Embassy presetits Its compliments to the Department of State

and has the honor of submitting the following:
2. During the past two years studies hare been made both In the United States

and In Brazil regarding the posqlbllities and the adviqability of expanding the
consumption of wheat In Brazil and of expanding exports of sugar from Brazil to
the United States.

. In December 1961, during the discussions held by the President of the Sugar
and Alcohol Institute of Brazil, Ambassador Barbosa da Biuya, with officials of
the Departments of State, Agriculture, and the Treasury and the "Food for
Peace" and AID agencies, a number of possible formulas were examined and,
subsequently, a letter from the Brazilian Ambassador In Washington was sent,
January 3, 1062, to ofliclals of the above-mentioned sectors of the U.S. Govern.
meant, summarizing Brazilian views with an attached memorandum outlining
proposals for the first semester of 1962 and for the long-range period.

4. On February 12, 1902, the Department of Agriculture announced that "some
importation of sugar would be authorized from countries agreeing to purchase
additional U.S. agricultural commodities" (USDA 552402) and on March 12.
1962, the Embassy submitted, In Its note No. 82, a proposal for the sale, in the
first semester of 1062, of up to 800,000 metric tons of sugar against purchases of
wheat, the total FOB value of which would be the total FOB value of sugar
authorized for import. On April 19, 1962, an Agricultural Trade Agreement was
signed, providing for the importation by the U.S. of 60.000 short tons of Brazilian
sugar and the purchase by Brazil of 85,000 metric tons of wheat from the United
States.
5. In the meantime, during President Goulart's recent visit to Washington,

a request for the negotiation of a long-term agreement for the supply of U.S.
P.L& 480 wheat to Brazil was examined at the highest levels with United
States officials and was favorably received by Preiddent Kennedy. Similarly,
on that occasion, Brazilian expectations regarding access to the U.S. sugar-
importing market were emphasized.

6. In line with the action mentioned In the above paragraphs and having in
mind the relatively close date of expiration of the "Sugar Act of 1948, as
amended" discussions were engaged In between representatives of Brazilian
sugar Interests and United States wheatgrowers which resulted In an agreeable
formula for relating purchases of U.S. wheat by Brazil to sales of Brazilian sugar
to the U.S. consistent with the export and supply management objectives of
U.S. and Brazil wheat and sugar interests. A copy of the memorandum of
understanding outlining such a formula it attached.
T. The memorandum Indicates the basis for a five-year program of paralel

transactions In U.S. wheat and Brazilian sugar, setting up a target for pur-
chases of U.S. wheat by Brmi during 1962/1966 at 11,880,000 metric tons (as-
suming consumption Incream at the rate of 10 percent per year) and a target
for sales of Brazilian sugar to the U.S. at 776,000 sort tons per year during the
same period.

& As indicated In paragraph 6 of the formula outlined in page 8 of the at-
tached memorandum, its provisions were to be submitted to the concerned agen-
des of the Brazilian Government. The program has been approved In principle
and the Embassy has been instructed to notify the proper agencies of the U.S.
Government of the Brasillan Government willingness to negotiate a five-year
agreement to purchase wheat from the United States along the lines of the above-
mentioned formula, under the assumption that the system of quotas by countries
now prevailing In the "Sugar Act" may be preserved and that Brmil be granted
a substantial basic quota. I

9. It is understood that the five-year program would have to be readjusted
to the extent that (a) the amount, nature, or duration of the sugar quotas at-
tributed to Brazil differ substantially from what Is envisaged In the program;
(b) changes in P.L 480 or the availability of wheat to Brasil under the different
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titles of that law make It Incompatible with the Implementation of the program;
(c) the actual experience in Brazil regarding the rate of increase In wheat con-
sumption under conditions of free availability does not correspond to the targets
of the program. (By free availability what Is meant is the suspension of re-
strictions to Imports but no undertaking to artificially stimulate consumption.)

10. In the event that Brazil Is not granted a quota in the amount envisaged
In the program, Brasil would still be willing to earmark a part of the proceeds
of the sales of sugar to the purchase of U.S. wheat in order to Implement a
program.

11. It Is to be hoped, however, that the amount of the sugar exports to the
United States will be of a level compatible with the large-scale scope of a mu-
tually beneficial program, and It Is felt that adequate implementation will be
achieved if the U.S. prefers to establish the Brasilian basic quota In an amount
in excess of, or In the order of, 300 or 400 thousand short tons.

12 The purpose of the program Is to provide the means of permitting Brasil
to gradually come to an adequate level of consumption of wheat by expanding
Imports from the U.S. over and above present levels without Interfering with the
present or projected pattern of purchases from other sources and, at the same
time, preserving a margin for the development of domestic production.

WasNovON, May 5, 1963

Mr. Numxi Thank you for this opportunity to be heard.
Senator Dou ars. Thank you, Mr.-Nemir.
May I ask if the expropriation without compensation of the I.T.& T.

property in Rio do Sol is the only instance of expropriation by a
Brazilian state of American propItY

Mr. Nnm Senator Dojias-I taink you said expropriation with-
out compensation. Actually, this problem that we have had in the
House and here-the first action of the Federal Government was to
take this action out of State hands and see that it was handled prop-
erly, and that compensation was given in accordance with the laws
of Brazil. That was the action taken, which we documented in our
testimony before the House.

Senator DoUOLA& Has I.T. & T. received compensation?
Mr. Nimw. They will receive compensation, yes, sir.
Senator DouLAS. Fixed by whomI
Mr. Nwmz. Well, by negotiation with the Federal Brazilian

Government.
Senator DouoLAs. Of Brazil ?
Mr. Nzmm Yes, sir.
Senator DOUOLA. Have there been any other instances of expro-

priation or nationalization of American property I
Mr. Nmm Not others-but others provided for.
This is what I Med all these reports about.
Senator DousLs. What are the other instances besides the tole-

phone property
Mr. Nuxim. Well, the one that received-the most recent one, that

is the basis of this press release, which is a decree that Brazil recently
passed which was at the request of an American power company
who had gone to Brazil and wanted a basis for selling-model after
what they had done in other countries-Colombia, Mexico, Argen-
tina. I Would read this here. It won't take but a moment.

With the purpose of protecting foreign investments in Brail, the BrazIlian
Government Issued a decree regulating exprprlations in that country. It Is
based qn a oropoal submitted by the Unpgst American nvestors In Bral-
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Senator DouGLAS. What is this largest American company?
Mr. Nm.n American Power. We have in our testimony before the

House. It is the American Power Co.
I will just finish this first paragraph.
It Is based on a proposal submitted by the largest American Investors in

Brazil and in line with similar expropriation issued In the past by Mexico,
Argentina, and Colombia. The new decree ti also a result of mutual understand-
Ing on the subject arrived at bigh level during the visit of President Goulart to
the United States last April.

Senator DOUoLAS. Well, I am still not clear. What other industries
have been taken over by the Brazilian Government or by the states?

Mr. NEMLm I do not believe there are any. I think the I.T. & T. is
the casm

Senator DoUGL. I see
Now, would you be agreeable to an amendment of the Cooley bill

to say that the quota will be granted provided the compensation is
submitted to an international court?

Mr. NBmn. Yes, sir, we have no problem with that amendment.
Senator DOuaLAs. You would be willing to have the case adjudi-

cated by an international tribunal I
Mr. Nzum. If that is what it provides, and it is fair to all countries

and no discrimination involved, yes, sir we will agree to it.
Senator DouoFAs. Are you speaking or the Brazilian Government

in this connection, or simply for the Sugar and Alcohol InstituteI
Mr. Nazxi. No, sir-I guess I am not speaking for the Brazilian

Government. I am shaking for the Sugar and Alcohol Institute-
which is an entity of the Government.

Senator DOuGLAs. Mr. Nemir, Brazil has not previously had a quota.
Mr. NEzm. No, sir it has not.
Senator DOuaLzs. lts Cooley bill gives it a permanent quota of

190,000 tons a year, a temporary quota of 150,000 tons, or a total of
340,000 tons. This differential over the world price is $56 a ton.
The value of the subsidy over the world price annually is $19 million,
and over 5 years is equal to $95 million.

You want to have this increased to 750,000 tons a year, which will be
a subsidy of approximately $44 million a year, or $220 million over
the 5 years

Now aren't you asking quite a lot I
Mr. Nzxn. Senator Douglas, I think the Brazilian proposal elimi-

nates the question of subsidy, because we are giving back what we
are getting. And when you consider the cot of carrying the wheat
and in terms of losses, interest, all, I think it is practcally dollar for
dollar.

Senator DovLAs. You would sell your sugar st American prices,
isn't that true?

Mr. Nzmm Yes, sir. And we would buy the wheat for the world

Senator DOUoLAS. The world price of wheat is less than the Ameri.
(an price.

Mr. Nzxm That is quite true.
Senator DoUoLAs. So you would be Oelling at an inflated Americai

price and buying at a deflated world price.
Mr. Nzxm. We will buy at the world price.
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Senator DouoLAs. Then why not sell at the world price?
Mr. NEim. Well, that question is another question.
Senator DoueLAs. Well, I think it is an integral part of the question.

Here you want to buy and simply pay the world price, which is less
than the American price. But you want to sell at the American
price which is higher than the world price.

Now, to use the old illustration, if it is salt for the goose, then
why not for the gander I If you want to buy at a world price, why not
sellat a world price I

Mr. Niim. Well-
Senator DouOLAs. Or do you think Uncle Sam is someone that

can always be taken, and that Members of Congress and of the ad-
ministrative agencies are either softhearted or softheaded, one or
the other?

Mr. Nmal Well, Senator Douglas, I hrave a little bit different
reasoning for this sugar-the reason for the price If you permit
me--I know the time is short,

Senator DOUGLAs. No, In going to stay here until you finish.
Mr. Nom I would like to make just a personal statement, then, if

I may.-
I eel that this is a other risk time for the United States to assume

a surplus will exist under worl prices. And I think it is the oblige-
tion ofthe Congress to insure that in this particular period that The
incentives are not only sufficient all the way around-because I happen
not to share the view that there is a surplus. There has be in the
last year or so-

Senator DoUGLAs. The international sugar statistics indicate a total
surplus of around 10 million tons.

Mr. Nmm. Sir, if I may comment on that--I think I should, be-
cause that is the basis of mythinkin.

Senator DouoLs. You deny the international ug figures?
Mr. Nzxm. I am familiar with them, Senator Douglas. Of course,

these are my personal views. My views are that when we cut off Cuba
we had quite a bit of luck in terms of stocks. The world production
in Europe was a good on an excellent one. We had 3 million tons
additional production. We had 61h million tons in Cuba, This year
Europe is 3 million down, 2 million down in Cuba. That is a 6ift
of 5 million. Every year the world consumption goes up about 2
million tons. So that is a shift of 9 million tons in 2 years. So I
think the situation has changed. I would be a little bit afraid of a 6.
year program if you did not have incentives.

Senator Douoi s. In our hearings, country after country has come
in and said they have a surplus. I have not struck a single country
that said they were in short supply. Are they telling fibs or what?

Mr. NEmXU Well, I think I should also say, if you permit me--I
know it is late-that the sugar world today has bn living danger-
ously in terms of stocks, and that because of this surplus feeling. Once
the feeling of surplus is removed, a change of idea of stocks to be
carried can cause real trouble in sugar.

Now, I for one feel we should not be without incentives in this par-
ticular period, when the Communists hve so much control of sugar-
that the United States should have its ideas of how it is going to get
its sugar through this next few years.
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Senator DoumG . The Senator from Arkansas is very experienced
in these matters and he has pointed out that if these countries get the
quotas they will be reluctant to see Castro dethroned, and reluctant to
see Cuba restored to grace, because if that happens and we restore to
Cuba the quota which they had previously held, it will mean taking
quotas away from the other countries. Therefore, it will be to their in-
terest to see that Castro continues and that Cuba is not restored.

Do you think that may have accounted for the Brazilian attitude
toward Castro? Brazil has been one of the countries which has re-
fused to apply sanctions to Castro, for fear that if sanctions were
applied to Castro, he might be ousted, and then Brazil would not be
able to sell as much sugar? Isn't this a possible explanation for the
very puzzling action of Brazil-on the one hand saying they are
friends of the United States, on the other hand saying they will do
nothing to oust Castro ?

Hasn't the Senator from Arkansas put his finger on an extremely
important issue here?

r. Nzmn. I would not want to debate with the Senator from
Arkansas on foreign policy. But I would have to take a different
issue with you on that-that is the reason for the Brazilian position-
or that a country of 75 million, and the size of Brazil would stoop
to that sort of-I do not think they would, Senator.

Senator Douoias. You do not think it would have had any effect
on them I

Mr. NEim No, sir I do not.
Senator Douoas. 6 r will not have any effect?
Mr. Nymat No, sir. They can go in and out of your sugar pro-

gram with greater ease, I thi than most people-because with 4
million tons, with their consumption increasing every year, any cut-
back later on that might be necessary for Cuba would not be disas-
trous. This question has been raised.

Well, if the Congress decides 4 years from now they want some
of that sugar back and they are entitled to it--Senator DoroL.s. Is there any limitation upon the obligation which
you think the United States has to other nations in the world? Do
we have an obligation to come to the aid of every country in the world,
with our almost unlimited amounts?

Mr. Nxmm. No, sir.
Senator Douotma. You see, this afternoon We have heard very able

pleas that we must help Mexico, the Philippines--and I agree that
we are bound to the Philippines by treaty-that we must help Peru,
and an appealhas been made for India. Mauritius and the Fijilslands
have appeared and said that they are necessary for the defense of the
free world. British Honduras has come in. Now Brazil appears,
Brazil which has confiscated our property and opposed our policy
toward Cuba. And tomorrow? We have not exhausted this list.
Whore is the list of witnesses in the offing7-Clombia is coming, South
Africa, Dominican Republic, Queensland, Nicaragua, Puerto Rico-
of course, we do have obligations to Puerto Rico-.-Haiti, and Ireland,
which thus far has been left out, appears. Ib appears, and it wants
its place at the festive board. f I .

Then there are other countries, such as the French West Indies,
Costa Rica, the Republic of China, Ecuador, Guatemala, Argentina,
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Panama, El Salvador, Paraguay, and the Netherlands-all of whomare beingiven quotas, in some cases very appreciable quotas. They
are so confident hat they are not even coming in to make an appear-
ance. But they are in the bill, all right.

The American consumers are being asked to shell out for those
foreign producers all over the world.

Now, is there some limit?-Isn't there some limits upon the moral
responsibility of the United States? Isn't there some limit upon our
economic capabilities?

Mr. Nmua. Well, Senator Douglas we are not asking-the United
States needs the sugar. We are offering the trade, which we think is
reasonable. I am not talking about what price-if you think the
price of sugar is reasonable at 2%, and the United States decides that
it wants to set up a sugar program on that basis-we are not asking for
a price, we are asking for a fair price. I do not think your 21/ cents
or 2.75 can be proven to be a fair price.

Senator DoUGLAS. Why not? It is the world price. Vhat do you
get for your sugar which you sell in the free world market now f

Mr. Nsmdx. Well, until the Castro period it was between 8 and 312.
Senator Douo.s. You are asking the United States to pay you

6yr. NmiaR. After Cuba was out, it went down as low as 214, now
about 2.75. That does not mean tomorrow or 6 months from now it
will not be up to 4, 5, or 6 cents.

Senator IouoLAS. If it does, then you will get this amount.
Mr. NEmUo. That'is right. It is a decision as to whether you want

to change the Sugar Act program or not. If that is what this issue
really is. There is a substantial difference in an insurance program
and the other. And the only point I made earlier was I did not
think-

Senator DouoLAs. I produced figures this morning to indicate that
the American consumer in the last 15 years had paid $4,100 million
more to both domestic and foreign producers than market price. If
this gocs into effect, at existing prices, a further subsidy of $2.5 bil-
lion will be paid.

Now, these are enormous sums. The issue has been imperfectly
understood in past years, because it has been covered up with a lot
of generalities. But the truth is now beginning to be known.

The American people are a generous people. No nation in history
of the world has ever been as generous as we have been in other coun.
tries. And we want to keep on being so. But there is some limit-
we owe some duty to our own people.

Mr. Nsum. I think, Senator, I should simply repeat that this pro-
posal of Brazil-it is a trade.

Senator DoUGLAs. I should be pointing out that you propose to sell
sugar at about double the world price, and buy wheat at appreciablyless thanl the world price. This is a David Harum horse trade.

Mr. NEM'I. I will have to admit if it is a lower price-.--
Senator DouoLAs. In other words, you are not willing to trade in

terms of a world price. As a matter of fact,, I am sort of opposed
to this two-sided trade anyway. It breaks up world trade. it ties
nations to bilateral agreements as opposed to multilateral agreements
and breeds more ill will than it creates good will.

Mr. NsMin. Excuse me, sir. This is normal trade.
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Senator DouoLAs. Now, Mr. Nemir, I have to ask you an unpleasant
question; namely, what areyour fees?

Mr. NzMIR. The fee for the firm is $25,000 a year.
Senator DoumL~s. Is there a side agreements
Mr. Nymm. No, no side agreement. As a matter of fact, I am

new at this lobbying business. We registered in March, I think-
March or April-and the fee is to take care of all expenses. It is our
judgment of a budget.

Senator Douorfs. Don't you get something in additionI
Mr. Ninim. We will get a small fraction; yes, sit-.
Senator DOvaLAS. What is the small fraction?
Mr. N~tIR. Well, it is taxes, less a quarter of a percent-it is

about-it figures about an eighth-with a limitation-it has a ceil-
ing-plus some fractional, one-eighth-it works out about one-eighth
to one-fourth, after you take off taxes.

Senator DOuLAS. One-eighth of one-fourth of what?
Mr. NimR. Of the tonnage.
Senator Douol.s. Well, now--tonnage will be $110 a ton, roughly.
Mr. NFsmn. No--one quarter of 1 percent of-
Senator DouoLAs. 1 percent of that will be $1.10 a ton. Now, whatisy our percentgeV I
fr. NxMun. Well, the fee-excuse me, sir. The fee is against that.

First there is a percentage of setup fee, and then the minimum is
$25,000. That counts against that.

Senator DOUOLAS. This is a minimum of $25,000 a year, plus what?
Mr. Nzxm. Plus whatever fraction of a percent is of the tonnage

over $25,000, with a limitation not yet decided, and we have a tax
problem-there is a tax in Brazil on this. I'm sorry, sir, but that's
the way it is. I have not settled it myself.

Senator DouoLAs. Just a moment. First let's get this percentage.
What is the percentage?

Mr. NE~im. One-quarter.
Senator Douor~s. One-quarter of 1 percent?
Mr. Namm. Less 30 percent, less probably another 10 percent.
Senator DouGLAs. Let's get the quarter of the percent. One-quarter

of a percent of what ? Of the price per ton?
Mi. Nzr L Of the value per ton of sugar in Brazil.
Senatoi"DouoTAs. The valueper ton-
Mr. Nurm. This is a Brazilian contract, based upon the value of

sugar in Brazil.
Senator DoUoLAs. In terms of American price.
Mr. NFiKIR. Yes, sir.
Senator DouoLAs. Well, that would be roughly what?
Mr. NEram. About a hundred dollars.
Senator DOULAs. A hundred dollars a ton?
Mr. NzMnm Yes, sir; it is a metric ton.
Senator DOUoLAS. Now, you get one-eighth of a percent of that, is

that right?
Mr. Nz. No, sir. It is one-quarter.
Senator DooLAs. That's 25 cents a ton.
Mr. Nzxnt. Yes, sir. Then reduce that-
Senator Duoi&as. Wait a minute. We have to take one step at a

time. /
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Multiplied by 340,000 tons it comes, according to my figureN to
$85,000.

Mr. NEmI Yes, sir. Then you have to take 80 percent off for
Brazilian taxes.

Senator DouaLAs. According to my figures, that is $5,500--leaving
$59,500.

Mr. Nzmm. Reduce that 10 percent, because it is metric tons, and
not short tons in our contract.

Senator DouoLAs. You say you are being paid in short tons?
Mr. NEMxU. No,sir. Metric tons.
Senator Douow". I see, 840,000 short tons would be less than 340,000

metric tons. It would be about-
Mr. NEImR. Roughly 800,000, metric tons.
Senator DouoLAs. Deduct roughly 10 percent-which would be

$5,950--53,550 contingent. Now, is that in addition to the $25,000?
M!r. Nimau. No, sir* that goes against it.
Senator DouorLs. o roughly if you get nothing, if the adminis-

tration bill is passed, you get $25,00
Mr. Nszmt. That is right.
Senator DouoLAs. If the Cooley bill is passed, you get $58,550.
Mr. HATHoitN. It is on the sugar sales here-the tonnage sold in the

United State.
Mr. Ni.um. Yes. I think that is pretty close to right, Senator. I

think that's fairly close.
Senator Douoas Just a moment.
Mr. Nnwmn. That is before taxes, I believe.
Senator DouorAs. No, no, it includes the Brazilian tax of 80 per.

cent. You see, it would have been $85,000. You deducted 80 percent
for the Brazilian tax.

Mr. NEMm. Yes, sir. That includes all expense, sir.
Senator DOUGLAS. I am being very generous in this, because Bra-

zilian tax, of course, will decrease the tax which you would have to
pa in the United States.

r. Nzicu. I am talking about the Brazilian tax before the U.S.
tax. I am not talking about the U.S. tax.

Senator Dou..as. But the fact that you pay a Brazilian income tax
will diminish the tax you have to pay in the United States, because
under the international agreement income taxes paid abroad are
credited against income taxes owed at home. So you may get out of
paling any American taxes on this.

Mr. NEmN. I don't think so. We have not figured it out that way.
Senator DouorAs. Now, if you get what you want, 750,000 tons,

this will be $175,000 a year-
Mr. NvmR. Our contract does not go on forever, Senator.
Senator DouoGus. Wait a minute. It goes on for each of 5 years;

does it notI
Mr. Nzxm. No, sir. We only have a 2-year contract.
Senator DOUGLAS. it goes on for 2 years.
Mr. Nmu. Yes, sir.
Senator DOUGLAS Let us summarize this now.
Mr. Nmmt. Before you summarize, may I say what is the intent of

this contract?
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, .Senator DouoiLs. I am trying to get at the reality, and then we will
come to the intent.

Mr. Nxm All right.
Senator FuLumor. Mr. Chairman-will the chairman yield? I

wonder if this agreement-the registration of this contract is supposed
to be registered with the Department of Justice, and it is a public
document. I wonder if it is not proper for him to supply the com-
mittee for the record a copy of his agreement. I think that might
clarify it.

Mr. NEiR. Yes, sir; I think it would. I might say this, though.
A contract with the Brazilian Government requires Portuguese and
English translations, and 4 or 5 copies. We still have to -finish the
contract in Brazil-although I can supply the committee with where
we are today. But there are some modifications.

Senator DOUGLAS. Well, let me summarize that.
If you get the 750,000 tons at 25 cents a ton that would be $175,000.
.If you pay a Brazilian tax of 80 percent on that-this is on a yearly
ais-that would give you $52K500, or $122,500 in 2 years, and that

$52,500 Brazilian tax would diminish your American tax by that
amount. When we have asked others about their fees we have not
deducted the tax they may owe on it. That is very important to know.
And 10 percent of that would be $12,000, roughly, or you would get
$110,000.

Now, you say that is for 2 years? That would be $220,000.
Now, Mr. Gardner said he had hoped that his contract might be

renewed if the agreement with Mauritius continued for 5 years. Do
you have any gentleman's understanding that at the expiration of
your contract it will be renewed for additional years t

Mr. Nxmm. Senator Douglas, this involves the concept of how
much money should be spent on-on a foreign government's interest
in a particular market. Now, Brazil shipped ast year 800,000 tons
for the first time. The previous year 100,000 tons. They had no sugar
representation here.

Senator Dovors. Did yougeta commission on that?
Mr. NEum. No, sir. But they realized the void. So they wished,

like any other sugar group, to have an office here, and their intention
is to go toward a permanent office here to handle affairs throughout
the year, not just for lobbying, but all the expenses and development
work that should be done for a country of that size. And this is to
set that office up, not as a fee to us.
.enator DUGLAs. You think you will be displaced by this Brazilian

official office after a timeI
Mr. NEmW. Well, I hope to stay with it. I am after permanent

representation.
Senator Douos. You hope the contract will be renewed in some

form?
Mr. Nsmxn. Yes, sir; we certainly do.
Senator DoUGLAS. Well, now, what about the wheat agreement?

If the wheat agreement goes through, would you get a commission-
a brokerage fee on the sale of the punphase of wheat by Brazil?

Mr. XamIa.' No; sir;, not-one penny. The wheat thing is something
that I worked with for 8 years I am familiar with it. It is a clean,
straight offer to the United States, designed to raise the consumption

P
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of wheat in Brazil. It is needed. And all they need is foreign ex-
change to buy it.

Senator DouoAs. You would not get anything in addition.
Mr. NEmt. Not a penny no, sir.
Senator Douora.s. Xas Brazil paid anybody a fee under wheat dur-

ing the last few years?
fr. NEum. No, sir.
Senator DOUGLAS. No one?
Mr. N.mx. No one--not to my knowledge, Senator. And I am

fairly familiar with it.
Senator DourAs. We raise these questions, not to be unpleasant.

This is not illegal of course-we want that understood. But it indi-
cates with these fees being paid, that we create lobbyists in this coun-
try inevitably to increase purchases from these nations on terms as
favorable to these other nations as posible. And since these claims
are being furthered by American citizens, it creates a group inside
the United States whose financial interests are adverse to the Nation
as a whole and favorable to other countries.

Now, as I say, this is legal. I am not certain that it is unethical.
But it is sometlung that should be known, so that we can understand
the pressures which arise and so that the general public may be pre-
pared. That is why some of us have been asking these questions.

Do you want to reply to this I
Mr. HATHORN. Senator Douglas, I think the fact that Brazil enters

into the market with this tremendous tonnage of sugar, and the pos-
sibilities are here of misunderstandings on the shipments of sugar
coming in through the institute sales-the institute needs representa-
tion here that the American public will have access to. We have an
obligation beyond presenting the views of Brazil to this committee.
We have a legal obligation in case problems arise of duty, customs,
or in suits with private importers here-we have that obligation to con-
tinue at no extra fee. Ani this is part of the thing that could lead to
misunderstanding.

Senator DouaLAs. But your fees increase--the more sugar we take
from Brazil for a longer period of time. Is that not true I

Mr. Nsirn. Senator, that is not the reason for the problem. The
reason for the contingency is the reluctance of a foreign government
to establish the budget necessary to maintain an office. They just
prefer it that way. prefer the flat payment arrangemen-at some
point I hope to have one. It is not a thing that you design. It is a
thing that you recognize as a reality.

Senator DOUOLAS. The Senator from Arkansas.
Senator FuLamonT. You say you were employed just this year ?
Mr. Nzm. Yes.
Senator Fuuaworm. Who represented Brazil last year I
Mr. Nwxm. They did not have any representation. Yes, I believe

they did--orry.
Senator FuioBmIGT. Who was itt
Senator DoUOLAs. I think the record would show who appeared for

Brazil. I personally do not know.
SenatorFLBmwoHT. I am asking the witness--who was it?
Mr. Nzxm. I think it was Mr. ax.
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Senator FuLmuamo . What did the Brazilian Government pay him-
on what basis?

Mr. Nzmnp I'm sorry, I don't have thatinformation.
Senator FuLmoHT. You do not know I
Mr. NEmm. No, sir.
Senator FuLBRiHT. Are you registered under the Foreign Agents

Registration Act I
Mr. Nzrnt. Yes, sir.
Senator FuLIuoT. Did you register in Portuguese or English?
Mr. Nzunr. In English.
Senator FULBmRoT. Have you a copy of what you registered?
Mr. NEmm. Yes, sir.
Senator Fuumuoirr. Why can't you supply it to the committee?
Mr. Nizx. I can. It is there I thought you had it, Senator-

sorry.
Senator FuuumuoT. I asked a moment ago if you could make it

available, and you said you did not know whether it was translated
or not.

Mr. NEmRm. No, it is filed.
Senator FuLRIonT. Does that registration agreement contain in it

the details of your agreementI
Mr. NEMm. Yes, sir.
Senator Fummirr. Well, just for convenience--it is a public docu-

ment. When you register with the Department of Justice, anybody
is free to see it. But as a matter of convenience, I do not know why you
could not make it available for this record.

Mr. NErxn. Senator Fulbright, I thought you had it. I'm sorry.
Senator FULBRIOHT. Why did you thinkI had it?
Mr. Nimr. Well, because-
Senator FULDraoir. I asked a moment ago. I thought you said you

didn't know-you didn't know if you had one translated.
Mr. N m. No; I said we still had-
Mr. HATHORz. Senator, we did not have it with us. We did not

know you were going to ask these questions. We were here all day
waiting to testify.

Senator FuLBlorr. You heard me ask the other witnesses about
this.

Mr. HATORN. We had no opportunity to go get a copy and bring
it in here.

Senator FuLBImmoJT. You will supply it.
Mr. HATIORN. Yes, sir.
Senator FuLBRlrr. Mr. Chairman, I think that all these foreign

lobbyists-they are usually Americans lobbying for foreign interests,
such as you have so eloquently stated-I think all of these ought to
be made a part of the record so we do know what this bill is generating
in this field, because it is not only in this field, but it is in many other
fields. I think it is something that the public does not know about.
I would certainly suggest that these witnesses be requested to supply
a copy of their agreements.

Senator DouoiAs. Unless there is _bjection I am going to ask the
clerk of the committee to request from the Department of Justice
copies of these agreements--not merely for those who appear-



SUGAR ACT AMENDMENT OF 1962

Senator FuriamIoilT. I may suggest-I would like that it be re-
quested from the individuals who appear, because many of the filings
at the Department of Justice are quite inadequate and do not comply
with the requirements of the law.

Senator DoueLAs. Very well. We will do that. But I think in
common fairness, we should also include representatives of countries
which have received quotas but have not made a personal appearance.
Otherwise, the hardy will be penalized and the wary will get off scot
free.

Senator FuLBRioir. I would like very much that you ask those also.
You named some of them-for example, those who have not appeared,
but did appear in the House.

Mr. Ro-ert Chrisman, of the Netherlands, asking for an increase of
4,000 to 10,000. Mr. Irving Davidson of Ecuador, asking for a quota
of 30,000 with none at all now. Miss Dina Dellale, representing
the Costa Rican producers, 4,000 to 80,000 in the House. And Mr. Wes-
ley McDonald, representing the Panamanian producers with an in-
crease of 4,000 to 15,000. Mr. Arthur L. Quinn, representing the
British West Indies, 84,000 to 100,000. And Mr. Walter Sterling
Surrey, representing the French West Indies from nothing to 40,000.

I think this is an integral part of this wiole bill. We ought to
know what it generates, what are some of the implications of the
House bill.

Senator DouarAs. Since time is of the essence, I am going to ask
the clerk to send telegrams immediately to all these representatives
asking for submission tomorrow morningof their agreements.

Senator FULBRnioT. I would also like, for my own information, to
request the fees received by the representatives of the American
producers-these various associations that have come in here and
brought such pressures to bear upon increasing-

Seenator DouoLAs. I think that would be an excellent suggestion.
I will ask the clerk to send telegrams to the beet sugar prod-ucers, to
the cane sugar producersto the refiners, to all groups.

Senator FuLBRIOiT. To their lobbyists who have been working for
this bill-their representatives, I should say.

Hawaiian Sugar Planters Association has one. You know them
all. The clerk knows all of them.

I would like, Mr. Chairman, to ask permission to insert in the record
at this point a list of the Sugar Act payments in excess of $50 000 made
to sugarcane and sugarbeet producers for the 1960 crop. I tlink it
is also information that is very pertinent to this. These are the in-
dividual payments for the large amounts-running up as high as
$775,000, I may say, to one corporation; direct payment.

Senator DOUGLAS. I think it would be interesting if the Senator
from Arkansas would read them aloud, so those present would have
the benefit of this information.

Senator FUL EUOHT. Well, it is a long list. The largest one is the
U.S. Sugar Corp. receiving $775,000. Then there are a number of
them in the neighborhood of $500,000-Oahu Sugar Co, $0,000-
and so on. All of these direct payments total up to $72,95,000.
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(The information referred to follows:)

Sugar Act pywneuts in ecea# of $50,000 made to eugaroase and eugarbeet
producers, 1960 cropProdcler Psatmeut

Domestic beet area: Newhall Land & Farming Co .............. $51,122

Mainland cane sugar area:
Okeelanta Sugar Refinery, Inc ............ 851,403
South' Coast Corp ...................... 303,971
Southdown, Inc -------------------------------------- 186,270
U.S. Sugar Corp ------------------------------------- 775,121
Sterling Sugar C -------------------------------------- 78,772
Churchill & ThibauL ---------------------------- 55,577
Dugas & LeBlanc ------------------------------------- 60,04T
A. Wilbert's Sons ----------------------------------------- 62,090
Milliken & Farwell ------------------------------------- 78,038
Savoie Farms ..---------------------------------------- 52,391

Total, mainland sugarcane ---- ..-------------------------- 1,998,678

Hawaii:
Ewa Plantation Co ---------------------------------------- 85, 74T
Gay & Robinson ------------------------------------------ 136, 279
Grove Farm Co., Ltd -------------------- 275,255
Hakalau Sugar Co., Ltd --------------------------------- 155,398
Hamakua Mill Co ------------------------------------- 212,519
Hawaiian Agricultural Co ---.............---------------- 3 61,632
Hawaiian Commercial & Sugar Co ------------------------- 980, 691
Hilo Sugar Co., Ltd ..... --------------------------------- 166,446
Honokaa Sugar Co ---------------------------------------- 230,254
Hutchinson Sugar Co., Ltd.. ------------------------------ 245, 923
Kahuku Sugar Co., Ltd --------------------------------- 169, 559
Kekaha Sugar Co., Ltd --------------------------------- 342,18
Kilauea Sugar Co., Ltd --------------------------------- 157,254
Kohala Sugar Co ------------ ---------------------- 380, 695
Llhue Plantation CO., Ltd ------------------------------- 424,423
Laupahoehoe Sugar Co ------------------------------------ 229,533
McBryde Sugar Co ----------------------------------- 220,533
Oahu Sugar Co., Ltd ---------------------------------- 500,089
Olokele Sugar Co ------------------------------------- 24, 706
Onomea Sugar Co ------------------------------------- 203,218
Paauhau Sugar Co., Ltd -------------------------------- 141,281
Pepeekeo Sugar Co.. --------------------------------- 174,619
Pioneer Mill Co., Ltd --------------------------------- 413,127
Puna Sugar Co., Ltd --------------- --------- 282,864
Walalua Agriculture Co., Ltd --------------------------- 46, 215
Wailuku Sugar Co ----------------------------------------- 233,192

Total, Hawaii ------------------------------------ T, 788,757
0=

Puerto Rico:
Luce & Company, S. en C..........................
Sucesion J. Serralles and Wirshing & Co., S. en C., coproducers-.
Heirs of Miguel Esteve Blanes, deceased, eL al., Joint operators.
a Brewer Puerto Rico, Inc .....................
Antonia Cabassa Vd. FaJardo, et.al, joint operators .........
Miguel A. Garcia Mendes, Fredeewinda Ramires do Arellano..
Antonio Roig Suers, S. en C ........................
Mario Mereado p oe, a Partnership -----------------
Jorge Gonzales Hernandez, etal., coproducers............
Heirs of Mario L. Mercado Parrs, deceased; heirs of Mario L

Mercado Parra, deceased, and Gregorlo Multedo and Southern
Transport, Inc ........................................

Mrnesto Quinones Sambolin .......................

80,906

187,812
481,580
111,489
6, 858

889,403
104k 788
58,750

96,92?
6t 267
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Puerto Rico-Continued
Heirs of Lucas P. Valdivleoo, deceased --------------------- $82, 363
Quintero & Davila, Ltd ---------------------------------- 57,584
Waldemar Bravo -------------------------------------- 87,402
Ramon Gonzalez Hernande ----------------------------- 108, 8n

Total Puerto Rico ---------------------------------- 2,708,446
Virgin Islands: Virgin Islands Corporation --------------------- 62,017

Total, all areas ------------------------ ---- 12, 09, 020
Total 100-crop Sugar Act payments for all areas ------------- 72, 985,73

Senator Douor.s. Do I understand that the subsidy paid to those
receiving more than $50 000 a year comes to a total of $72 million I

Senator FuLaRaouT. These are the domestic people, not the foreign.
These are the ones the representatives of whom I-have just asked to
be put in the record what they are paid. This includes the Virgin
Islands, Hawaii, the mainland sugar cane and domestic beet,

Senator DOUGLAS. I would like peruse this for my own informa-
tion. I will not say edification.

Senator FuwBmoir. I want to point out for the record that this is
the direct cash payment. This is by no means the total subsidy, which
is chargeable to the consumers of the United States. These are only
the direct payments. It does not take into consideration the increased
price which the consumer pays. That runs, you know, up to $600
or $700 million. But those are direct payments. I think it ought
to be in the record for the information of the press and the country,
because I don't think they understand the significance of this legisla-
tion to the country.

Mr. Nemir, I do not wish to belabor this point, but I think it is
significant that what we are generating here-you just stated, because
of the prospect of these great subsidies, you want to establish a new
office--Brazil does.

Doesn't Brazil have quite a large Embassy here
M. Nmm . Yes, sir; it does.
Senator FuLDmorr. Don't they have commercial attach6s in their

Embassy?
Mr. Noru. Yes, sir.
Senator FULMUHT. Why can't they handle business of this kind

and present their case to the Government here Is it only because the
Congress is undertaking to set these quotas that it is necessary to hire
people such as yourself to come to theCongress I
Mr. Nmum. 'Well, I am not so sure that I would be a good one to

answer that. I have been mostly in sugar for 25, 27 years.
Senator FuLBEIouT. You have many other clients besides Brazil?
Mr. Nuwn. Oh, Tes; I do. This is the only foreign country I

represent. But I think it would be a great risk for any country, under
the present circumstances, not to be fully conversant with every detail
of this complex sugar law.

Senator FuLmRonT. When you sy under the present circumstances,'
you mean when a committee of Congress is undertaking to dole out
these quotas. If this was done in an orderly manner by the admin-
istration-

Mr. Nzms. I'm sorry Senator, I think for the last 2 years they
have needed someone. They have had a public relations problem in
their selling, and misunderstandings for the last 2 years.
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Senator FutRoIrT. To my knowledge, the United States does not
employ private lobbyists to do our business abroad. We depend upon
our governmental representatives, do we not? I have never heard
of the United States hiring a lobbyist and paying him any contingent
fees to obtain business in Great Britain. for example.

Mr. Nzmm. I think this is in the nature of a private business, a
private American business-

Senator FUIUIGHT. Doesn't this arise primarily because a com-
mittee of Congress is undertaking to settle this matter, and therefore
to meet that situation Brazil and all the others feel that it is necessary
to hire special counsel, such as yourself, and all the others--

Mr. Namm. If you do not you get left.
Senator FuLERIOHT. But if it was handled in the regular way,

where the administration handled these matters, the commercial at-
tach6 at the Brazilian Embassy would be quite competent to go and
see the Secretary of State or the Secretary of Agriculture and nego-
tiate about such matters would he not I

Mr. NEun. Senator, I am afraid I could not agree. I think it re-
quires more time and attention. In fact, one person cannot follow
this.

Senator FULBorHT. Well, how many people are in the Brazilian
Embassy in this country I

Mr. Tmm. Well, I'm sorry-1----
Senator FuLmuowT. You have 15 down there?
Mr. NEMR. They would probably have to hire Americans to do it.
Senator FULMMOHT. I would assume they have very competent

People.
Air. NmR. They do.
Senator Fuim rr. I think the reason for this--it grows out of the

nature of the way this has been handled. I can understand that it
would be not only improper, but undignified for a diplomat to come
over and plead his case before a committee of Congress. This is not
customary. But actually the need for your services has grown out of
the way this bill has been handled, has it not?

Mr. Nzifm. I would say the need has increased. I would not say
it ii entirely new.

Senator 7FULRIOTIT. Most of these applicants or representatives I
do not think formerly ever appeared until the Congress had this great
pie to cut up a a result of the Cuban quota being available, did they?

Mr. NE.m. Senator Fulbright, since 1934, this is the first time where
it has been necessary for the United States to go out into the world
and find 3 million tons of sugar.

Senator FuLsnoiT. W"e have no trouble going out and finding it.
Mr. NEMrR. Well, I am not as confident as some are that it will be

available in the next 5 years.
Senator FULBRIGow. You do not have any doubt about it being

available, do you ?
Mr. NEm. It is available, at a price.
Senator FULBRIOHT. How much has Brazil increased its production

during the past 5 years I I
Mr. Nzmm. The testimony-the full testimony covers that point.

It has gone up quite substantially in the lasi 10 years.
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Senator FuuutioHT. Fifty-four percent in the last 5 years.
Mr. NEMIR. Yes, sir.
Senator FULBIoHT. Although there was an excess of supply in the

world.
Mr. NEum. May I tell you why that happened, since you ask the

question I
There are two industries, two distinct industries in Brazil. One

in the northeast has been there several hundred years, 50, 600 years.
The new one in the south, which was necessary to supply sugar for the
increased consumption in Brazil-which had been going up quite
rapidly at the rate of about 6 or 6 percent a year-and it is the new
industry in the south, where the potential for expansion is unlimited.
So they had two industries.

Senator FUIUMIOT. I believe that is all, Mr. Chairman.
Senator DouoLAs. Well, thank you.
I want to correct an impression which I gathered from the verbal

statement of the Senator from Arkansas. it was made before I had
seen the detailed list. The $72,985,000 paid was the total of all cash
payments. Of this, $12,609,000 was paid to concerns which received
over $50,000. I made an erroneous statement of $72 million.

The Senator from Arkansas mentioned the United States Sugar
Corp., a mainland company, which receives $775,000. There were
two others that received over $300,000. The total of mainland sugar-
cane payments amounted to $1,998,678. The beet payments amounted
to $51,000 for that company. The Hawaiian payments amounted to a
total of $7,788,757.

It is interesting that the Hawaiian Commercial & Sugar Co. received
$980,691.

The Oahu Sugar Co., Ltd., $500,089. Pioneer Mill Co., Ltd., $418,-
127. Waialua Agriculture Co. Ltd., $46 215.In Puerto Rico, Luce&.Co. reeived;$5&,661. Sucesjbn J. Serralles,
$870,908. C. Brewer Puerto Rico, Ino., $431,580. And there ire
various others.

The total payments in Puerto Rico amounted-to those over $50,-
000-oamounted to $2,708 446.

Virgin Islands Corp., i6W,017.
The total for all those over $50,000, $1!4609,020.
Since Senator Fulbright will not be able to be here tomorrow morn-

ing, at his request we would like to have Mr. G. Douglass Debevoise,
representing the South Puerto Rico Sugar Co., testify.

Perhaps it would help if Senator Flbright asks a few questions,
since he cannot be here tomorrow, and then you can appear tomorrow
and testify.

STATENMNT OF G. DOUGLASS DEIVOIR., PRESIDENT, SOET
PUERTO RICO SUGAR CO.

Senator FuLBuor. Mr. Chairman, I appreciate very much your
giving me thi Opportunity to ask a few questions on this case. Be.
cause 1 did not anticipate we would meet tomorrow, I have some other
engagements.

ow Mr. Debevoise, you represent South Puerto Rico Sugar Co.?
Mr. DBxvoisF. I am president of it.
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Senator FuLmIouT. As I understand it, about 25 percent of your
business is in Puirto Rico, and about 75 percent of your production is
in the Dominican Republic?

Mr. Davon& Tiat is correct.
Senator FumioiiT. You are interested in increasing in the Domini-

can Republic?
Air. DzaBvos. Yes, I am, sir.
Senator FULMDoJIT. Can your company sell sugar to the United

States at the world market price, as contemplated by the administra-
tion's bill, at a profit?

Mr. Dzmvoisa. No, sir.
Senator FULmErOHT. Prior to this year, had you been selling the

Dominican sugar at the world market price?
Mr. DEBEvoIs. We have been selling sugar largely to Great Brit-

ain, which market has disappeared owing to the competition of Iron
Curtain country sugars. That market has disappeared. We have
no subsidized market except whatever we are given by the United
States.

Senator FULMoIT. Did your company sell sugar to the United
States during 1960 without a quota prefitum?

Mr. Dmn voisr. We sold sugar to the United States less 2 cents in
1960, and less 21/ cents in 1961.

Senator Fuwiuoirr. Well, does that mean it was without the quota
premium?

Mr. Du voris. That means that it was without khe quota premium.
However, we are suing for that premium.

Senator FuL uonT. YqU aresuing for it?
Mr. Dznzvowz. In the Court of Claims, sir.
Senator FuLDRorr. Do you have a provision in this bill regarding

that amount that you are suing for?
Mr. DzunvoisE. I have, sir, in my written statement which is pre-

sented--dealt with this at some length. I would like very much to
have the privilege of giving the complete story on it which I do not
believe has beei presented to -ou, Senator Fulbright, as yet., from
reading the testimony to date. Itwill take a moment.

Senator FULBiuoT. Go ahead.
Mr. Dnmvoisz. In December-
Senator FumioUT. In order for the record-this is dealing with

the provision in the House bill which provides for payment.
Mr. Dimvoiss. Section 18.
Senator FuLmuonT. Of $22 million.
Mr. Dmmvosz. That is correct.
Senator FuLDuonu. And that is the same amount involved in the

suit?
Mr. Dnvoms. Our share of that, sir, was $6,875,000.
Senator FULmEoHt. All right, proceed.
Mr. Duvosa. In December of 196111 was in the Dominican Re-

public where I go six to seven times a year. The situation was ex-
tremely tense. They needed money very.badly. I came up here and
Irepoited 'a I generally did, to.Mr. Vbkoso and others whom I had
known in Puerto Rico. I have the greatest respect for Mr. Mososo.
I think he has been making a success of the Alliance for Progress.
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Mr. Moscoso went down to the Dominican Republic in January and

saw how desperate the situation was. He saw a chance to have this
money returned quickly to the Dominican Republic.

In February, when I was down there again, he approached us and
asked us if we would be willing to enter into an agreement with the
Dominican Republic whereby they would receive all the dollars in.
volved, and we would accept pesos, after the payment of taxes, which
amounted to over 50 percent of the amount involved, and we would
then be willing to expend these pesos on purchases which were in
accord with the Alliance for Progess.

In our case, these purchases would be housing and roads.
We went to work and made an agreement with the Dominican

Goverimient--and my letter to them and their letter to me is in the
Congressional Record, my testimony in tite House. We assumed,
naturally, that the State Departmuent was supporting Mr. MNoscoso.
The Dominican Republic peo-Ile obviously assumed that.

We came back and nothing happened. Month after month went
by. This matter became a very, very important thing to the Do.
minicans. Nothing was done They began to feel that this money,
which had been taken from them-let us leave out the legal aspet-
had been taken from them by the United States, and in My opinion
rightly at the time, to keep it out of the Trujillo family's Unds-
it should now be returned, now that the Trujillo family left. This
has not been done.
- Finally one day the State Department asked us to come to Wash-
ington. We went there. The) said to us, "We are now going to re-
turn this money, and we are going to return it through Al.1. But the
only way we can do it is: (f) For you to give up your lawsuit; (2)
the Dominican Government will then present its program to us which
if approved, will call for the return of this money. This money can-
not be used for any benefit for the South Puerto Rico Sugar Co. It
any houses are built, they must be rented to you. If they are built
on your land, the land must be given to tie Gvornient."

it was obvious to ne, as it intist be to you, Senatoi, thaA no Ameri-
can company could do that. This was as, close t9 confiscation as
anything I know, very fnnkly. We were asked to give up what we
thought was a good claim, although the Department of Justice says
we do not have a good claim-we differ on that.

Senator FULBPRI1IT. Who said it was a good claim?
Mr. DFmEvorss. Wesay it is goodclaim.
Senator Fuuiwom!. I thought you said somebody in the Govern-

ment.
Mr. Dzazvoisn. No, sir. The Department of Justice-we have been

advised the Department of Justice does not consider it a good claim.
Tie spokesman for the State Department told us'that. We disagree.

Senator FnmmouT. It is before the Court of Claims no i
Mr. Dimzvoisu. It is, sir. But the 15int is this. Through no fault

of ours, Senator, this matter has b come a matter of tremendous
importance to the Domiican Iopl. It is no fault of the, South
Puerto Rico Sugar Co. I would pprfer to be quietly in cour suing
away, without being mixed up in this thing. But the State Depart-
ment brought it up originally, and they have reneged on it.
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Senator FuLPuoirr. That is a very serious charge. I wish you
would make it clear. Who reneged on it?

Mr. D.evolsp.. I assume, sir, that Mr. Moscoso represented the De-
partment of State when he approached us.

Senator FULBmmOar. Mr. Moscoso really works for the AID admin-
istration, that is true.

Mr. DmEnvoisz. Correct.
Senator FUmmonT. Now, what did he say to you I He promised

to return it to you ?
Mr. DF.BEvoJsR. No. He asked us to make this arrangement with the

Dominican Government, which we did, whereby we gave up any claim
on our share of the dollars. We agreed to accept pesos and to spend
them in the Dominican Republic for purposes which we believed would
help and strengthen the Dominican Government, which we were
anxious to save, and which has had a very difficult time, as you know.

This was not backed up by the State Department.
What I am saying, Senator, is that it has become a very unfortunate

thing to the Dominican Republic. I believe we should save the Do.
minican Republic.

Senator Ful..moHT. You also say Mr. Moscoso spoke without. au-
thority. Is that now what you are saying? That his superiors did
not back up his statement, is that correct ?

Mr. Dzizvois.. I do not know what happened, sir. I got the let-
ters which were asked for and which were forwarded to Mr. Moscoso
in Washington. The Council of State in the Dominican Republic
sent an official letter to me, which is in the Congressional Record. It
is not normal for us to ask for any agreement with a sovere ov-
e ment, except at the request of another government, I would think.

Senator FuizwmoT. All right, proceed.
Mr. Dzwvors&. That's the way the matter stands. The Dominicans

have since decided--as I say, I am sorry to tell you the matter has
become a matter of great moment to their pride--that they do not wish
to receive the money through AID. They think this money was--
should have been-held in escrow because the purpose-I also be-
lieve--was not to increase the wealth of the U.S. Treasury. I think
it was to withhold the money from the Trujillo family. That family
has dip red from the Dominician Government. Therefore it is
their feeling-which I share-that the money should be returned.

Senator F;=or. Well, that is before the court. Do I under-
stand you to say you prefer to litigate in the court ?

Mr. Duavoisk I would have, sir, before this came up. Now I
think that if we wish to save the Dominican Republic, I would prefer
to do it through legislation-and not through AID--because I think
this money is very important to them. h

Senator Fumisnonr. This wayi if this is done as in the bill, you
will get $6,685,000 out of this, will you not?

Mr. Dzinvoas. No, sir.
Senator FuvanonT. Why would you not ?
Mr. Dazvotr. Less appropriate taxes and payments to farmers,

whih brings it to-
'Senator FrWoxrr. All of us have to'pay taxes. That is what you

will get.
Mr. Dzzvosz. We get pesos, sir, not dollars. We get no dollars.

And we must use these pesos in the Doninican Republic.
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Senator FULTI.1IIT. Well you have much use for pesos in the
Dominican Republic. You have very large operations t ere, do you
not?

Mr. DEBEvoIsE. I can always use pesos, sir, because this is a big
program.

Senator FULDRIOIT. Well, your whole program is a big program.
Mr. DEBEVOISE. But I have also stockholders who I think have been

extremely cooperative in this matter.
Senator FULBnIGIET. Well, you have done very well, too, have you

not?
Mr. DzEBvoisE. I believe it is my duty to make a profit for this

corporation, if it is possible.
Senator FULRIOirr. But do you think it is necessarily your duty

to make the Federal Government increase your profit by donations,
such as included in this bill ?

Mr. DE BEVoIsE. I resent that, sir. I do not think that is a dona-
tion at all. I think we are the only country-

Senator FuLmwuor. Why don t you let the court decide whether
you have a legal claim or nott I am perfectly willing for you to try
it there. But to come and have a legislature in effect supplant the
court after you have entered the suit seems to me very irregular.

Mr. Dmnvosz. I can only say, sir, that the House Committee on
Agriculture was approached by the State Department and asked if
they felt the same way about this, and they did. The chairman wrote
a letter to the State Department offering to present this legislation.
Now, this matter would originate in that committee. I am only tell-
ing you what happened, sir. I am not judging whether it was cor-
rect or not. They agreed that it had never ieen their purpose to
have a tax of this sort. put on. But irrespective of the legal right, the
reason for it has now disappeared, and the money should be returned
to a country which the State Department wants to save. And this
is one way to save it.

Senator FuL Towr. Well, we gave them or loaned them $25 million
only a few weeks ago. I am sure they will participate in the Al-
'iance for Progress very substantially. The question I think that
is at issue is, first, is there any legal right that you have to the money,
and if you do not have, the next is, is this a proper way to give aid to
a country? A way which happens to result in your company receiv-
ing $6.8 million out of $22.7 million. The question is whether or not
this is a wise way to give aid to a country.

Mr. DEnEvotsE. Well, sir, it has now reached a question of mechanics
as to how it is going to be returned. The State Department testified
the other day State was considering returning it through AID. Now,
it cannot be returned through AID-

Senator FuLRmIOirr. Not to you directly.
Mr. D sBvoIsE. No-we cannot share. Now, you could not, as the

president of an American company, give up what you consider a
just claim.

Senator FULBiaOIIT. Well, I do not wish to prejudge the court's
decision. But it seems very irregular, once you entered a suit, and
it is pending, to then come along and try to supplant that by legisla-
tive act.

Mr. DEnBEVOIS. I did not do it, sir-the U.S. Government brought
it up, or Mr. Moscos did. I did not bring it up, sir.

8501_e2--_4

363



SUGAR ACT AMENDMENTS OF 1962

Senator FULBPuoHT. Well, if lie did, apparently he did it without
the support of the Government and without authority.

Mr. DzEvot&& We were the ones who suffered.
Senator FULiGnT. Well, coming back to your own situation, you

did sell sugar during 1960 without a quota, did you not?
Mr. D.BvoIsz. That is correct.
Senator FULImOHT. And you did make a profit, did you not?
Mr. DEBEvoIsE. A profit-the average price as I remember was about8Y4 cents
" tor FuIonT. Were you-it has been rumored that Trujillo

asked you to make these sales--is that true?
Mr. DEBEvOIsE. No, that is not true. There is a law on the books

that says you must fill your quotas. That was there in Trujillo's time,
it is there today.

There was also in his time a thing called a production tax. This
tax you paid when you made the sugar. It had nothing to do with
the price you got for the sugar. It took a large percentage of our
gross& That was the second thing.

The third thing was that you will remember that the Congress
turned down the request of the administration, as I remember it, on
July 1, to cancel the Dominican quota. But it then withheld the
Dominican quota for some 3 months. My recollection is not as good
this time of day, Senator Douglas, as I would like it to be. But I
think this is right. But we had been assured there would be a quota.
So we waited. Any businessman would wait. The price here is better
than in the world market.

Ve had no idea that this tax would hit us-any idea.
In the meantime, the world markets were all filled up. I believe

our quota was given in late September and there was a law in the
Dominican Republic that you must All your quotas, and under
Trujilloyou did.

Senator FuLmuoirr. According to this latest report I see about your
company-I think this is pertinent to this, as to whether or not y6u
have been really harmed by this action-you did sell to the United
States without the premiums. According to this Standard & Poor's-
this is, as you know, a well-known statistical office in New York-
Standard & Poor's Corp. This is Monday, April 23, 1962. And this
is commenting upon your conipa!iy, the South Puerto Rico Sugar Co.
It says, "The proportion of the lower cost of making sugar in such
large volume, plus larger sales to the United States, offset t1e effect of
low selling prices in the world market. As a result, profit margins
were the widest in 4 years, and operating income advanced 38.8 per-
cent. Earnings before provisions for taxes being 58.1 percent." And
the net income rose 75.X percent over the prior year-although you
were selling without a premium. I

This is a very peculiar situation. It doesn't seem that it harmed
yju much. You certainly did very well. I

"'Now, if we come along and give you $6.8 million in addition, it cer-
tainly would all be carried to net, whatever is-left after taxes, would
it not I

Mr. DimEvousr No. As I said before, it is going to be spent on
social programs.
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Senator FULBEIGIT. You are not obligated to do that.
Mr. DzEBvowsE. Absolutely. That is the bill, and we are obligated

to do it-absolutely. But, sir, may I explain something else. Since
this time I would like to point out-and I have it here in my testi-
mony-our wages have gone up in the Dominican. Republic a little
over $4.1 million which, if you will look at the earnings-and I think
this is the year you are referring to-is in excess of the earnings of the
entire company after taxes. So that our costs today are considerably
above world prices.

Now Trujillo was killed on May 80. Our year ended September 80.
This whole situation has changed very decidedly-which I will point
out in my testimony tomorrow-as far as we are concerned. But this
money, which has been most erroneously referred to as a windfall, sir,
is not windfall. Or if it is, it is not one Iwant.

Senator FULBRIGIIT. Well, I congratulate you on obviously a very
good management, that you increased your earnings so substantially
in the face of selling at the world price, not at the premium price.

Mr. DiEvoIs. If you can get volume enough, Senator-and we
happen to have good weather-as I remember that was the year we
made more sugar than we ever made-if you get big enough- volume
you can do pretty well.

Senator FULBRIGHT. Did you request that this provision for the
$22 million be put in this bill I

Mr. DEBEvoisE. I testified I was in favor of doing that. because
it was the only method that we could think of whereby this money
could be returned to the Dominican.

Senator FULIRIGIIT. Does your company retain a public relations
firm to help you in these matters .: I

Mr. Dn.BvoisE. I am glad you asked me that, We have employed
as Washington counsel-and you will see their name listed there in
our report as Washington counsel-the firm of Surrey,I Karasik,
Gould & Green. We have retained them ever since I became president
in 1954. They work on Puerto Ricon matters, they work on matters
for us out of their French office. they work on Dominican matters.
If we do not get any quota at all under this bill, they will still be
our counsel. They revive their retainer of $20,000 a year. That re-
tainer is unchanged, whether there is sugar legislation or not. If you
give us absolutely no quota-we might increase it then, because we
would be in trouble. Anyhow, the retainer has absolutely nothing to
do with quota legislation. They are not in that sense of the word
lobbyists. They are our attorneys in Washington. -

Senator FBERIGHT. You stated that this matter has become a mat-,
ter of great interest to the Dominicans. '

Mr. L)EBEVoisE. Yes.
Senator FURLnRonT. Do you also have a public relations firm by the

name, I believe, of Publicity Consultants, Inc.?
Mr. DzBEvoIsE. You mean'Samuel Bado I
Senator FuLniRioirr. Well, I have Publicity Consultants, Inc., 247

Park Avenue.
Mr. DEnyvoism That is Ben Sonnenberg. Yes, we have used them.
Senator Fumrn wr. I don't know the individual's name.
Mr. DEzBvow. Yes, sir, 5
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Senator FuLERmirr. Are they in your employ I
Mr. DEBEVOISE. We have used them, sir, on three jobs-(1) to put

out a booklet on the 60th anniversary; (2) to put out an article on the
Puerto Rican 500-acre law, the history of it; and (3) one other
article-I can't remember what it was.

Senator FuwRIOnT. I wonder if I could refresh your memory. On
June 19, 196, which was not very long agotoday is the M2d-for
the South Puerto Rico Sugar Co., Publicity Consultants, Inc., 247
Park Avenue-this is a news story which came from Washington. I
am sure it was published in the Dominican Republio--I have no doubt
it was. It leaves the impression--"entire U.S. repayments to go
directly to the Dominican Ppublic."

Mr. DhzIvoisa Sir, this is the report of my testimony, I guess.
Thpy cabled it down.

Senator FuLBRIowr. What would be the effect of this--what was
the purpose of this, if not to arouse in the Dominican populous the
expectation and assurance that they would get all this by this bill?

Mr. Dzamvois. No, this was no more than that. The Dominicans
had their Ambassador here. He reported the same thing. There are
two papers down there

Senator Fuwaonr. This was especially for you, I assume, as part
of their duties to publicize your position in this country.

Mr. DBDvoiss. Well, goodness, we need it, because there is a great
deal of anti-American spirit down there.

Senator Fmauaonr. Well you are doing very well, it strikes me.
Mr. Chairman, I think Nis would be informative to put in the

record, as an illustration of the efficiency of our public relations firms.
Senator Douots. Without objection, so ordered.
(The articles referred to follow :) JuNEz19, 1962.

For: South Puerto Rico Sugr Co.
From: Jack Pacey-Frane Allna Publicity Consultants, Inc, 247 Park Avenue,

New York, N.Y.

Nuw U.S. SUoAR Bn.L PAsam Houss, IN wuvw $22,755.158 RtPAYMENT TO
DoMIICAN RepusLio As Unoso sY SouT PUmTo Rico SuomA Co.

(Recommendations of 0. Douglass Debevolse, president of Major Dominican
Sugar Producer, Inc., in House bill; private companies' share of compensation
committed to sociaco lc improvements in Dominican Republic)

ENItRE U.8. EWAYMENT TO GO DUMMY TO DOMINICAN GOVERNMENT

WASHINOToN, D.C., June 19.--The House of Representatives today passed a
new ,-year Sugar Act providing for the direct return by the United States to the
Dominican Republic of nearly $28 million in special entry fees which were levied
on special Dominican sugar shipments to the United States in 1900-61. This
compensation had previously been recommended to the Congress by 0. Douglass
Debevoise, president of the South Puerto Rico Sugar Co., a major producer in
the Dominican Republic. Mr. Debevolse testified at the May sugar bill hearings
of the House Committee on Agriculture.

South Puerto Rico Sugar Co.'s proposals spectu, that the compensatory pay-
ments go directly to the Dominican Government, with privately owned sugar
companies in the Republic receiving their share of the repayment from the Do-
minican Government In pesos, thus foregoing any direct payments in dollars.
Under this plan, the companies will use the compensatory funds for additional
construction of workers' homes and for roadbilding, after payment of Domini-
can taxes and payments to the colonos, or smali cane farmers in the Republic.
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The private companies and the Republic are now committed to agreements
that closely parallel these recent proposals to Congress by the president of the
South Puerto Rico Sugar Co.

Projects designed to advance Dominican social and economic development and
costing over $2,M0,00 will be financed by the South Puerto Rico Sugar Co,
If the firm's proposals, now adopted by the House, are enacted into law by the
Senate. The company, through the South Puerto Rico Sugar Co. Trading Corp.,
a subsidiary, t. due a compensatory payment of $6,883,881. Of this amount,
Dominican cane farmers would be paid over $331,000 in Dominican pesos, ,nd
taxes paid to the Republic Government would account for approximately one-
half of the recovery. The balance of over $2, 000 would be used to Implement
an agreement for Dominican economic and social development made earlier this
year between the South Puerto Rico Sugar Co. and the Dominican Government.

The special entry fees of $22,7,133.09 on Dominican sugar shipments to the
United States covered only extra, nonquota exports which Dominican sugar
producers made available and shipped to the United States when Cuban sugar
imports to the mainland were halted. The special fees began at the rate of 2
cents per pound in September 100, and advanced to 24 cents a pound in January
1061. The fees were paid in advance by producers of Dominican sugar. Special
Dominican sugar exports to the United States terminated In March 1061, and
the entry fees automatically ended.

Lawsuits pertaining to the special entry fees against the U.S. Government
by South Puerto Rico Sugar Co. Trading Corp. and other Dominican producers
now are pending in the Washington, D.C, Court of Claims. The companies have
Indicated that these suits for recovery, which allege that the entry fees were
imposed without proper authority, will be dropped if the compensatory features
of the House Agriculture Committee's bill are included In the final Sugar Act.

Senator FuLmowr. Did you get along with the Trujillo regime
pretty well before it was ousted I

Mr. D EBvoisE. We had to get along with it. I met him once in
my life, in all the 6 years I was down there

Senator FuLRmoJIT. Well, I believe that is all I have, Mr. Chairman.
Mr. D BGinoSL. Could I make one observation I
Senator FULBEOJHT. I think, however, it might be useful--since I

have referred to it-if it does not burden the record too much to put
in this statement relating to the South Puerto Rico Sugar. It is the
standard listed stock reports-it is not very long.

Senator DouGLas. That will be done.
Senator FU GHT. It reflects great credit upon the president, be-

cause they were obviously managed most efficiently to make moneyduring this trying period.Afr.i)Exvorsr. we worked hard, sir.

Senator FuLBmoirr. You are very efficient at it, that is obvious.
(The document referred to follows:)

SoUTHa PUiTo Rico SUoAz

(From standard Mitd stock rorts-Standard & Poor's Oorp., Apr. A3 19W

stock a Approzimat Diwdend Yield

comm .................................................. R.. s 'Si0&
$2 Preferred.......................................... 31 zoo00 8

I Asted New York Stock Exchea commom also traded Philldelphis.Baltlmors Stock Exhange.
Paid In fasl 1961.

Recommendation: One-fourth of this company's production is in Puerto Rico,
which benefits from the U.S. Sugar Act, while the other three-fourths, In the
Dominican Republic, is largely exposed to the uncertainties of the world market.
Crop prospects in both areas are favorable, and with U.S. diplomatic relations
resumed with the Dominican Republic, shipments of Dominican sugar are ex-
pected to be up substantially and will not be subject to special import fees as in
1961. There are political uncertainties In the Dominican Republic and also as
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to U.S. sugar legislation, but with still higher earnings In prospect for 196
speculative holdings in the common and preferred may be retained.

LATEST EARNINGS

In the fiscal year ended September 80, 1061, the value of sugar and molasses
produced, Including adjustments arising from liquidation of prior crop, was al-
most 21 percent higher than in fiscal 1960. However, the gain in total sales was
held to 1&2 percent as a result of the decline in sales of furfural. Generally
favorable weather conditions contributed to the production of record sugar ton-
nages at the Central Guanica mill in Puerto Rico and at the Central Romana mill
in the Dominican Republic. The proportionately lower cost of making sugar in
such large volume, plus larger sales In the United States, offset the effect of low
selling prices in the world market. As a result, profit margins were the widest in
4 years, and operating income advanced 85.8 percent, Earnings before provision
for taxes pined 581 percent. After U.S. and foreign income taxes at 51.1 per.
cent, as against 58 percent in fiscal 1959-0, final net rose 75.8 percent. Net in-
come in 1969-0 was before a net refund of $26%121 from employees' retirement
plan, equal to $0.26 a common share.
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Near term: Crop prospects are favorable, and the company will participate
fully in the allocation of 421,122 tons of nonquota Dominican sugar for import
into the United States in the 6 months through June 80. Such sugar commands
a premium over that sold on the world market, but a firm estimate of sales for
the fiscal year ending this September 80 is not feasible since such a large propor-
tion of total sales will be made at depressed world prices.

Wage costs on Dominican operations are up substantially, but 1961-62 earn-
ings are expected to better the $3.25 a common share of 1960-61 (which compared
with $1.68 in 1959-480) particularly since large nonquota imports of Dominican
sugar wilt not be subject to the special entry fees which held down earnings
gains last year. There Is no set dividend policy. The most recent payment was
$0.40 on March 30, 1962, bringing the total to date In 1961-02 to $0.65. Dividends
for all of 1061-62 are likely to exceed the $1 paid in 1960-61.

Long term: The plant improvement program, now In Its second stage, favors a
higher profit potential for Puerto Rican operations. Restoration of diplomatic
relations brightens the Dominican outlook.

DIRECT DEVZOPMENTS

On September 21, 1961, legal proceedings were instituted in the U.S. Court of
Claims to recover $0,885,882 in special fees paid on the Importation of nonquota
Dominican sugar into the United States between October 18, 1900, and March 28,
1961.

DIVIDEND DATA

Note agreements limit common dividends to 70 percent of available console.
dated net earnings after October 1, 1958, provided net working capital Is main-
tained at not less than $14.5 million.

Date Ex-die. Stock o sns
Amundecdviedared)&68 dend reod 1

date

0.10.....................................May I June I June 12 nly 1,1t61
.4t0........................................ Aug.22 Sept. 5 Sep. 11 Sep.20IOU
.2 ............................................ Nov.28 D. 6 11 Ja 2,1962
.40 ............................................ Feb. If Mar. 7 far. 12 Mar. 3109m



Income statistics (in millions of dollars) and per share (dollar) data

Percent Deprecta- Common 4 Price range '
Total operable, Mainte- tion and Net before Net

Year ended Sept. 30- sales I inclusive nance and amortiza- taxes income 3
of sales repairs tion2 $2 preferred Earnings 3 Dividends $2 preferred 6 Common'

earnings paid

1962----------------------------------------- ------------ ------------ ------------ ------------ --------- 0.65 33 -2934 40'4-27
1961 . ..------------------------------ 4L03 26.1 3.12 &24 7.62 3.72 1D1 3.25 L00 311 4-279 30%-15
1960 . ..------------------------------ 34.71 22.7 2.77 3.20 4.82 2.12 10.60 1.68 .60 3O4j-25 21 -14
1959 . .------------------------------ 5. 79 19.7 2.81 3. 03 4.22 L 76 & SD 1.33 .90 3 5 - 2 9 42 32%-18
1958 ..------------------------------ 25.82 &8 2.67 2.03 .87 7.12 7.61 7.51 1.75 36 -32'j 34V4-2,$
1957 --------------------------------- 43.07 28.6 2.52 1.97 11.10 587 29.35 5.36 1.73 35%-30 354-24!-J
1 56. ..------------------------------ 34.53 20.1 2.24 1.64 5.76 3.13 15.64 2.67 L73 40'4-33 32.% -22!?
1955 --------------------------------- 29.04 18.6 1.48 1.39 4.10 2.43 12.16 199 L 45% 40A-35 344-241i
195.....-------------------------- - 30.99 13.5 1.78 .90 3.58 1.83 9.15 1.40 L63% 40 -34 31ki-21.i
1953 ------------------------------- 28. 49 15.5 1.76 .85 4. 68 2.69 13. 45 2.24 2.91 40 -33 38%-237
1952 ....--------------------------- - 37.07 29.6 1.70 .81 .91 6.24 31.IS 5. 69 5.09 42-W36 504-36%
199 ------------ -------------------- 10.41 23.5 .49 .70 2.44 1.98 9.88 154 1.09 353Y-31% 254-10Y4
1938 --------------------------------- 11.08 18.3 .56 .73 1.50 1.24 6.18 .82 2.22 3514-M, 2-11%
1937 -------------------------------- 14.01 25.0 .56 .75 2.98 2.54 12.69 2.09 2.364 38,-324 30N-14A
1932 ---------------------------- 13.97 2 8 ---------------..... - -2. 66 2.29 1L 46 1. 85 ii 284-21% 131-4- 3N
1929 ---------------------------- 15.24 23.2 ---------------- --- - 2.45 2.28 11.39 L84 L82 33%-284 32%-16"i

I Including sugar and molasses products, sundry receipts and futural sales after 194. & Adjusted for 4-for-I stock split in 1947. dividends paid regularly.
I Depreciated only between 1955. & Less reserves.
'Excluding nonrecurring of $1.36 a share in 1957, $0.81 in 1958, and $0.26 in 1960; before , Calendar years.

special charm of $1.59 in 1959. 7 Deficit.
4 Adjusted for stock dividends of 25 percent in 1955 and 10 percent in 195.

Pertinent balance sheet statistics

[Millions of dollars]

Capital Current Current (Dollars)
Sept. 30- Gross expendi- Cash Inven- Reeeiv- Net work- ratio assets Long-term book value

property tures t  items tories tables iug capital to liabili- debt commer-
Assets Liabilities ties cial shares '

1961 ......----------------------------- 66.84 1. 37 9.5 4.10 1.89 19.52 4.40 15 12 4.4-1 6.80 47.30
1960 .....------------------------------ 66.09 2.17 6.2 3.80 1.74 16.28 4.21 12.07 3.9-1 7.20 44.74
1959 ....------------------------------- 65.59 2.78 3.8 2.02 2.76 13.60 3.79 9.82 3.6-1 7.60 43.67
1958 ------------------------------------- 64.08 6.37 1.2 3.38 2.96 13.08 3.84 9.24 3.4-1 & 00 44.50
1957 ------------------------------------- 59.10 12.26 5. 2 4.01 2.55 15.08 9.58 5. 50 1.6-1 Nil 45. 90
195 .....------------------------------ 51.06 3.24 3.5 7.71 2.52 17.02 C.38 10.64 2.7-1 Nil 40.73
1955 ---------------------------- ---- 48.15 3.48 4.8 5.17 3.35 15.21 3.82 11.39 4.0-1 Nil 39.78
1954 --------------------------- ----- - 45.31 5.82 6.4 7.92 1.73 17.34 3.69 13.64 4.7-1 Nil 39.23
1953 ------------------------------------ 40.48 2.36 11.3 6.61 1.81 21.19 3. 26 17.93 6. 5-1 Nil 39.46
1952. -------------------.------------- 38.30 1.49 15.7 7.40 1.58 24.70 8.49 16.21 2.9-1 Nil 39.87

IIncluding renovation expenses in 1958 and subsequently.
IAdjusted for stock dividends of 25 percent in 1955 and 10 percent in 1957.
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FUNDAMENTAL POSITION

Most of this company's operations are in the Dominican Republic, which
accounts on average for about three-fourths of its production, marketed prin-
cipally in England. However, in the fiscal years 1900 and 1901 substantial
additional tonnages, as a partial replacement of the former Cuban quote, were
exported to the United States. Importation of a large part of the company's
Dominican output has been authorized by the United States for the period Janu-
ary I to June 80,1902, when the present Sugar Act expire& Puerto Rico produc-
tion, which makes up more than one-fourth of total output, Is shipped duty free
to the United States.

Puerto Rican properties Include 450 acres near (uanica, a mill with annual
capacity of ove.- 100,000 tons of raw sugar and a refinery with annual capacity
of 15,000 tons.

In the Dominican Republic, Central Romana Corp., a subsidiary, owns 300,000
acres, of which 110,000 are in cultivation, a raw sugar mill with annual capac-
ity of 300,000 tons, and a refinery with an annual capacity of 30,000 tons of
refined sugar. Magdalena Development Corp. has 20,000 acres planted in cane.
Central Romana By-Products Co. produces furfural from bagasse. E. I. du
Pont is under contract through 1905 to purchase two-thirds of output with an
annual option to buy the remainder.

During the 1901 crop season, the Puerto Rican subsidiary produced 100,050
tons of raw sugar, against 78,484 in 100, while Dominican subsidiaries pro-
duced 816,533 tons, against 240,614. Puerto Rican refined sugar output was
18.148 tons in 1001, and 17,871 in 190. Dominican refined output amounted
to 0.328 tons in 1901 and 24,504 In 1960.

Dividends, paid since 1934, averaged 54 percent of available earnings in the
5 years through September 80,1901.

Employees: 9,000 to 16,000 depending on the season. Shareholders: 953
preferred; 5,821 common.

iINANCU

The company borrowed $8 million in September, 1968, to relieve the drain
on working capital resulting from extensive capital expenditures in recent prior
years.

As a result of a conservative dividend policy and close control of capital
outlays, the working capital position at September 80, 1961, was at the highest
fiscal year-end level in eight years.

CAPITALIZATION
Lo*ng term debt: $8,800,000.

$2 Preferred stock: 200,000 shares ($25 par) ; nonredeemable.
Common Stock: 1,02290W shares ($5 par).

Senator FuLU onT. Thank you.
Mr. DEvoisE. Could I say one thing, since you are not going to

be here tomorrow.
Senator FULMUIlIT. Certainly.
Mr. Dm.Evoxsa. You made one observation that upset me very much,

and I wish to indicate my feeling about it.
Believe me, Mr. Senator, if you had been down in the Dominican

Republic early last fall and early this spring, when you got shut in
your office and you could not get out to go to lunch, and you had to
get troops to drive away the Castro leftists, and when we saw fellows
hung-we have had 80 strikes this year, and 400 cane fires-you would
never make the remark that I would ever for a quota want to keep
Castro in power. We are 60 miles from Cuba which is nearer than
you ar here to Richmond. You can take all the quota any time you
want if we get rid of Castro, because he is going to wreck South and
Central Anierica unless we are very careful. And believe me, I do
not want you to ever think that about me. Maybe I am making too
much money-I do not think I am. But believe me, I do not want a
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quota that badly, Senator, ever. Please let me tell you that, as I will
not see you tomorrow.

Senator FULRIsor. What would be your situation really? You
are an expert in this field. If the administration bill is adopted-you
clearly could compete, if I understand the record-you could compete.
You would have a great advantage over these people far removed.

Mr. DE EvoisE. No, sir.
Senator FULBRonT. Why can't you, when you did show very sub-

stantial profits when you did not?
Mr. DE3EVOISE. Sir, you heard what I said about the increase in

costs which occurred-and this is part of what the bill calls for. The
bill says it is designed to improve the standard of living in South and
Central America. These wages, of course, were put in too fast.
This Government is a naive, honest government, and it is a good
government. I hope they last. They put in the wages too quickly.
They certainly put them in in anticipation of a fair share of the U.9.
quota. Domingo has no other subsidized market. We have nothing.
We have a chart there, Senator Douglas, which shows that Domingo,
with the exception of Taiwan, has more sugar remaining, after tie
quota fixed in the House bill. In other words, we have plenty of
sugar.

Now, what I would have to do if this administration global quota
bill went through is this. I would have to cut back my production.
In other words, I do not have any place to sell it, and I cannot afford
to produce at these prices.

Tie representative of the Dominican Republic will testify tomor-
row. He will tell you what they have to do. Those mills owned by
the Government now, taken over from the Trujillo families, probably
are not quite as efficient as ours. Their costs are higher. Many mills
would have to be closed. You would have a gerat deal of unemploy-
ment there. You know what happens with unemployment. Weave
to cut down.

I think the country would go Castro. Any intervention which we
do-because I think the State Department is determined to save
Domingo-would be much higher than $135 million-much higher.
We wouldn't attempt to sell you sugar. Wecould not.

Senator FLMBRIOHT. YoU sold a lot of it other places for quite a
while, did you notI

Mr. DrBnvois.. Yes. But our costs today sir? are somewhere in the
neighborhood of 3.40. The world market today is 2.65.

Senator FuLmaoHT. Well, clearly, if the United States entered the
world market, it would have some effect upon the world market.
It would not stay at 2.65, would itI

Mr. DrsEvoIsR. I am not at all sure about that.
Senator FUmRIOIT. You heard the preceding witness. He indi-

cated there would be a shortage of sugar.
Mr. DrrvoisE. Well, I did not agree with him. You remember

today Mr. Morton made a remark, but he did not carry it through.
You know over 200 000 tons of refined sugar was sold into Great
Britain this year at i% cents-refined sugar. And in the remarks of
the chairman of Tate & Lyle, he said it is obviously part of a Russian
plan to take over the refined sugar business of Europe.

372
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The Communist will control the world market, they will run the
price up and down as they see fit. Today the prices have been lower
since Cuba has been out of the world markets than ever before--
than they have been in years-not that they have ever been. I sub-
scribe to what Mr. Chapman said. I think at your price you would
get some sugar for a while, but I think you would have difficulty.
And I do not know how you would work global quotas.

Nobody has been able to tell me how it works.
Senator FuLuRIoJrr. Well, it would be available. We would be bid-

ding for it. We would get it. If it went up, it would reach the same
result as you say. What really anazes me about some of our busi-
ness people, who I am sure in other circumstances are all for free
enterprise and the competitive system-but when it comes to sugar,
that's the last thin anybody wants. This is controlled and subsi-
dized and the opposite of free enterprise. I bet you are for free enter-
prise at home?

Mr. DEBF oisE. Sir I will take free enterprise at any time. If you
take the subsidy off all the sugar produced in the United States, you
do not need to give me any subsidy at all.

Senator FULBRIGOT. IhaVe always been for that.
Senator DouaiAs. S6have I.
Mr. DnFVOISE. I cannot see how Senator Douglas is right, because

under the administration bill the consumer is going to pay the same
price because the Treasury just takes it out of me, and it goes back
in aid. And I would rather have trade than aid.

Senator Dovois. At least the taxpayers will get relief.
Mr. DF.BEOISE. I hadnt thought of that.
Senator FULBRIGIrT. You are a taxpayer, too, are you not?
Mr. DEBEVOISE. Darned right.
Senator FULDRIOJIT. That's all. I apologize.
Senator DOUGLAS. Not at all.
Will it be convenient for you to return tomorrow morning?
Mr. DIMEvoIsE. Yes sir.
Senator DoUoGLAs. 'Very good. Our next witness is Mfr. Rocco

Siciliano on behalf of the Sugar Association of San Salvador. Please
proceed, Mr. Siciliano.

STATEMENT OF ROCCO C. SICILIANO ON BEHALF OF THE SUGAR
ASSOCIATION OF EL SALVADOR

Mr. SICILIANO. Mr. Chairman and members of the committee, my
name is Rocco C. Siciliano. I am a member of the Washington law
firm of Wilkinson, Cragun & Barker. I represent the Sugar Associa-
tion of El Salvador (Asociation Azucarera de El Salvador). This
statement is supplemental to that previously filed with this committee
on pending sugar legislation now before it. El Salvador generally
favors H.R. 12154, the Sugar Act Amendments of 1962, as passed by
the House. While a basic quota of 10,000 tons is allotted to M Salva-
dor in that measure it falls short by an equivalent amount of the basic
quota requested. To enable full employment of the workers in every
segment of the sugar industry a basic quota of 20,000 tons is essential
for El Salvador. A quota of only 10,000 tons will compel the layoff
of thousands of workers. This must be avoided.
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The committee is reminded that until 1955 El Salvador was a basic
quota country. That. year, because of the pressing sugar requirements
of neighboring Honduras, El Salvador diverted shipments of sugar
from the United States to Honduras only after receiving advance
clearance and assurances from the Foreign Agricultural Service of
the U.S. Department of Agriculture through the U.S. Embassy in El
Salvador that "El Salvador never loses the quota assigned to her."
Subsequently, and to its great. astonishment and dismay, El Salvador
was dropped from its status of a quota country for failing to meet its
quota. The exchange of correspondence wlich led to this loss of
quota is attached as an appendix to this statement.

El Salvador is a small country. It. is the most densely populated
continental American country, with a population of approximately
2,700,000 and 323 inhabitants per square mile. The population in
creases at the rate of 3.5 percent each year. Its economy is basically
agricultural. Because of this dependence on agriculture and in viewof the limited land resources, the country is engaged in intensive
methods of land cultivation for the purpose of obtaining a greater
yield per acre to feed its growing population. Considering El Salva-
dor's diversification efforts, the availability of an adeqaute export
outlet for sugar in the U.S. market becomes a matter of special im-
portance. Failure to obtain such an outlet in the United States
for the requested 20,000 tons would cripple the task of diversifying El
Salvador's economy and of reducing its present. major dependence
on coffee. The annual population growtli expressed in other terms
means that each vear many thoumnds of workers are thrust upon
the labor market. If serious economic and social dislocation and up-
heaval are to be avoided, this constantly growing labor force must
be given a means of earning a livelihood. The sugar industry, 100
percent owned by citizens of El Salvador, constituting El Salvador's
fourth largest in dusty, and directly employing from 30,000 to 35,000
persons, affords a material outlet for a large share of this labor force
growth. Therefore, while the requested quota of 20,000 tons is small
bv U.S. standards, it. does in fact mean for El Salvador the difference
lktween orderly economic and social development and economic and
social collapse.

It is only natural that. the Congress of the United States should
want to be informed of the self-lelp measures which every sugar
exerting country is willing to undertake before the benefits'of I.S.
sugar legislation are conferred upon it. In this regard, the small
country of El Salvador can hold its head among the highest. It
would be self-serving, perhaps, to make this statement. without any
corroboration on the part of the United States itself. Here are the
words of the Honorable Teodore Moscoso, U.S. Coordinator for the
Alliance of Progress, in a Chicago address, June 4, 1962.

Tomorrow, I shall leave on a brief trip to El Salvador, where the United
States will be opening a Trade Fair. designed to stimulate commerce between
the two countries and thus help the Alliance In another Important way.

That small Central American country has already taken a number of step
of the kind that are contemplated and needed to make the Alliance for Progress
work. Most recently, El Salvador's lawmakers adopted a bill establishing a
National Council of Economle Planning. We are aming the Council, which
has coetracted the services of a U.S. consultant firm to help draw up a sound
national program of economic and social development. ,El Salvador also has
enacted other laws designed to tarry out ,octal and economic re(orms designed
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to bring about a fairer distribution of the country's wealth. We for our part
have granted funds for a countrywide school building and teacher training
program so that large numbers of children who otherwise would not be able
to attend school may have their chance to get an education. And we are aiding
In other development programs. Here is a oae oAere a gopmernmt A" rec-
ogxied and acted on the principles underling the Alliancoe-and where a real
opportimit exists for rapid strides in development. (Ehmphasis added.]

Mr. Moscoso has not overstated the case.
The Department of State in a statement submitted to the House

Foreign Affairs Committee during the March 1962 hearings on the
Foreign Assistance Act of 1962 declared:

The Government of El Salvador has possibly gone as far as any government
can go in the last year In wholeheartedly attempting to undertake whatever
might be deemed needed to "accomplish tax reform."

Among specific examples which can be cited are the following which
took place during 1961, for example:

(1) Law to provide remunerated rest on Sunday for rural labor-
ers: Decree No. 40 established compulsory Sunday rest for all rural
workers; as well as the obligation that the employers have to remun-
erate such rest with a minimum wage of 60 cents for each working day.

(2) Amendments to the leaseholding law: Decree No. 80 established
that the rent paid for dwellings( tenement houses) inhabited by low
income persons should not exceed two-third of the last rent paid in
the year of 1957.

(3) Law for the protection of the salary: Decree No. 123 provides
that salaries should be paid out in a timely, integral and personal
way. This was done in order to protect the workers against
speculation. m f

(4) Law providing minimum wages for commercial employees:
Decree No. 160 established that a basic minimum salary to be earned
by commercial employees rendering their services in establishments
whose assets are la ger than $4,000 shall not be less than $1.20 per day.
This applies to daytime shifts.

(5) Law for the protection of rural workers: Decree No. 190pro-
vides that rural laborers will render their services by means of in-
dividual labor contracts. Such contracts outline the duties and the
rights of employers and employees. It also provides holidays with
remuneration, paid annual vacations, and the minimum housing and
nutritional requirements that employers have to supply to his work-
ers at their own expense.

(6) Amendments to the income tax law: Decree No. 800 amends
the income tax law. This law determines that the taxation of income
shall be made more equitable for the different economic sectors.
Basically, these amendments diminish the amount paid by low in-
come taxpayers and substantially increases the taxes to be paid by
high income groups. Taxation for medium bracket groups has re-
mained unchanged. This income tax law is the highest one in Latin
America.

(7) In addition, in order to channel and coordinate the general
ecoonmic policy of the country with the national monetary policy, so
that they can both function toward improvement of the national wel-
fare, and in order to give the public a greater voice in fiscal policy
and management, the Government saw the need to introduce the
following changes:
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(a) The Central Reserve Bank, which had been under private,
ownership is now under public ownership. This was accompanied
withsubstantial authority given t the Central Reserve Bank sothat
now it is in a better position to alter the reserve requirements of the
ommercial banks;- and to control credit quantitatively and qualita-

tively. A U these changes are in agreement with the rules of the In.
ternational Monetary Fund.

(b) The Salvadorean Coffee Co. (Compania Salvadorena del Cafe)
an institution established in 1942 for the purpose of improving the
coffee industry in all its aspects, has been recognized as well. The
Salvadorean Coffee Co. operated since its beginning as a private cor-
?oration. The Government now has an active voice in its operations
by appointing directly, two members in the board of directors; other
two members are elected by the stockholders. The fifth member is
elected by the four directors from a list of persons submitted by the
board of directors of the Central Reserve Ban.

Translating these social and economic reforms into terms respect-
ing sugar workers, it may be stated that these wages have been doubled.

I It is precisely, be.use El Salvador is cooperating fully with the
United States in adopting the social and economic reforms essential to
the Alliance for Progress that the sugar quota premium must be re-
tained and El Salvador be allotted the requested basic quota of 20,000
tons. Without such a quota it will be difficult, if not impossible, to
continue the reforms already instituted. This is so not because of any
lack of desire on El Salvadore's part to cooperate with the United
States in every respect. It will take place because of the economic and
social disruption and burden caused by the resultant layoff of thou--
sands of sugar works% which necessarily would follow.' In this cmnection, I would like to point to the impact upon the-
sugar industry of economic and social, reforms already. instituted..
The labor costs in cutting sugarcane in 1962 are twice as high as they-
were in 1960 or previous to the institution of tho social reforms. The-
entire cost of producing sugar has increased by 46 percent. Today
the local direc tax on sugar has doubled. The corporate tax has.
been tripled.. All these changes have come about as a result of the.
prodding of ,the United States and the goodwill of El Salvador in
carrying through with these reforms.

Is it prudent ifor the United States to be,.pushing for social and
economic reform in the Alliance for Progress and thpe in sugar l egis-
lation to make it impossible for the sugar industry to bear its share
of its reforms I Should El Salvador be penalized in sugar legisla-
tion because it has undertaken social reforms desired by the U.S.
Congress and the Alliance for Progress? This is precisely what will
happen if the quota premium system is not retained and El Salvador-
m not allotted the 20,000-ton quota it has requested. Indeed, without
the sugar legislation as here recommended, the Alliance for Progress
will b6 lacking in an essential underpinning from the private enter-
prise factor of the country,

In Latin America, everything the United States does-every pro-
gram that it conducts, every policy thlt it enunciates--is considered
part of the Alliance for Progress. The Alliance for Progress is not
considered in, its restricted terms as contained in the Foreign Aid Act,
It is the totality of U.S. effort toward Latin America in this new-t

376:



SUGAR ACT AMENDMENTS OF 1902

decade of development that is consideredto be the Alliance for Prog-
ress. Sugar legislation must be considered in that context. I there-
fore urge this committee to weigh carefully the foreign policy im-
plications of the sugar legislation now before it. -Weigh carefully the
views of the Latin American sugar exporting countries. Weigh
carefully the disastrous impact which would uniformly and necessar-
ily follow the elimination of the quota premium. Weigh carefully the
feeling that has been engendered in tin America that the United
States-lias embarked on a full-scale program for Latin America while
at the same time in the House bill before you, countries outside the
Western Hemisphere are allotted large slices of sugar quotas.

The rich will not be made richer by the Sugar Act. One thing is
certain-if the House bill'is not adopted (with the changes suggested)
the poor will be made poorer. With a basic quota of 20,000 tons
allotted to El Salvador, the poor workers will be able to improve
their standards of work a ousands of small growers

ill be -afforded an rtunity to partake e benefits of an eni
lightened.U.S. su program.

Because of t priority concept the-Alliance Progress it is
requested-th asic quotas be aI y to friend countries of
the Wester Hemisp he ilp i b use "It special
status, of course de es s a t tine Should, hoA ever, this
recomme nation n be adopt an sh d th house, division of
1.5 milli* n tons e "c hich El Ivador
o it is recommend 11su rp ucing entries
o ti America be granted e tas w ic they ave e, i
cludin a basic of 2 for alvado , a' form quota

In clusion nd in 8 MR ador s ngly favo: H.R.
1216, ow befo this co ittee xcepton that it u the
allotme t of basic u on to tri western H sphere
includin a basic of 2 0 r I Salva r rather han the
10,000 to contain in the Ho

El Salv or is anxious ntin e its ial. eoono c reforms
already i tuted purse ant to the sTi
these reform will have "- d ned u the industry, a
vital economic ivity of the nation, ,uis given an p unity to sell
its product to the ited States at the requested le

Further; unless t . esired quota of 2,000 s is granted, unem-
ployment in a win ioft w inpant, serious disloca-

tions and disorer w take pla and the promise and hope for the
Alliance for Progress will have been nullified

It is realized that these are strong words and that their import is
serious. But it is imperative that this committee be informed of the
views of El Salvado., which, though small, looms large as the outstand.
ing country in Latin America which has fully cooperated with the
United States in the Alliance for Progress.
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(The appendix accompanying Mr. Siciliano's statement follows:)

APPENDiX

EL SALVADOR, A Fonum QuoTA CoUNTRY

There follows exchange of correspondence in 1955 between the Sugar Pro-
ducers Association of El Salvador and the Foreign Agricultural Service, U.S.
Department of Agriculture, and the U.S. Department of State.

El Salvador was asked to supply sugar to neighboring Honduras because of
a short supply there. El Salvador was anxious to fulfill its commitments under
its quota to the United States and, of course, not to lose its quota. Therefore,
it requested prior approval from the U.S. Government to divert sugar intended
for the United States to Honduras.

The correspondence which follows indicates beyond any question why El Salva-
dor was Justified in diverting the sugar In this way under the assurance given
that it would never lose Its quota status.

In fact, El Salvador was dropped that year from its position as a quota
country because it did not fulfill its quota commitment.

In view of the facts disclosed In the correspondence which follows, it Is
respectfully submitted that El Salvador deserves to be reinstated as a quota
country.

Tut Foa ON SEaRVIC8 o TIM UNirT STA Or AMmRicA,
EMBASSY or TH UNIT= STATEs Or AMEICoA,

San Salvador, B8 Salvador, August 1,1955.
Mr. OARLOS SATinE,
Manager, Cooperativa Asucarera Salvadorena, Ltda.,
San Salvador, RI Salvador.

Dgal M. SALAuZAR: An a result of your inquiry made to the Embassy a few
weeks ago, there are attached questions and answers on sugar which have been
forwarded to the Embassy from the U.S. Department of Agriculture for trans-
mission to you.

Very truly yours, A. B. Hoax, Jr.,

Qomwere~al AltaohE.

U.S. Dzrpam'utmT or AORICULTURE,
FOREN AGRICULTURAL RE&vzcu,

Washlingo D.C., July 28, 1955.Sr. Caaws8 SALAsaR,
JManager, Cooperative Azucarera Salvadorea Ltda.
San Salvador, 81 Salvador.

DAR Saon SALaZAR: At the request of Mr. Claud Horn, agricultural attach,
American Embassy, there are attached questions and answers on problems con-
cerning sugar which we understand are of Interest to your office.

It has been a pleasure to be of service.
Sincerely yours,

STEWART P. WANDS,
Acting Oiel, Sugar and Tropioal Product# Branch.

1. Does there exist a U.S. quota for purchase of El Salvador sugar? Yes.
2. What Is the quantity of the quota? 4,186 short tons of raw sugar only.
3. Should such a quota exist, can El Salvador partially fill that quota without

risk of losing the unused portion o fthe quota? El Salvador never loses the
quota assigned to her. While the quota may be prorated to other countries if
it appears that It will not be filled, this would not prevent El Salvador from
shipping her full quota at a later date.

4. What is the period of the quota? When does It begin and end? The U.S.
Sugar Act Is on a calendar year basis-January 1 to December 31.

5. When are unused portions of quotas reallocated to other potential sup.
pliers? Unused portions of quotas are reqlloeated at the discretion of the
Secretary of Agriculture. Again we note that this would not prevent the ship-
ment of raw sugar from El Salvador to the extent of 4,1386 short tons. We also
note that as of May 19, 1955, there were no charges against El Salvador's sugar
quota for 1966.
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Senator Do-oLs. Thank you very niuch Mr. Siciliano.
Our next witness is Mr. Sheldon Z. Kaplan, counsel to Guatemala

Sugar Pixoducers Association.
Please proceed, Mr. Kaplan.

STATEMENT OF SHELDON Z. KAPLAN, COUNSEL TO GUATEMALA
SUGAR PRODUCERS ASSOCIATION

Mr. KAPLAN. Mr. Chairman and members of the committee, my
nalne is Sheldon Z. Kaplan. I ai a practicing attorney here in
Washington. I appear as counsel to the Guatemala Sugar Producers
Association.

During thee 1956 hearings before this committee in its considera-
tiot of the Sugar Act extension Guatemala stated that site was not
requesting a quota at that time, iut would in 1960. I am grateful to
'oui Mr. Chairman and members of the committee, for affording
truateniala an opportunity to present the views of the Guatemala
Sugar Producers Association in support of the basic quota of 20,000
tons allotted to Guatemala in H.R. 12154.

Production in Guatemala for 1962 has been limited to 110,000 tons,
with local consumption estimated at 85,000 tons, leaving 25,000 tons
for export,. For 1963, the productive capacity is estimated at 130,000
tons, with domestic consumption expected to be 87,000 tons,leaving
43,000 tons which could be shipped to the United States. There is,
thus, no question as to Guatemala's ability to fulfill a minimum basic
quota of 20,000 tons.

Let me say right from the outset that Guatemala urges that the
present quota premium system or the subsidy, be retained in the U.S.
sugar program and that the House bill be adopted by this committee.
If any changes are to be made in this bill, I strongly recommend that
the inclusion of new countries within the quota premium system be
limited to the Western Hemiap here. relations with latin America
have been declared to be our Nation's toD priority in foreign affairs.
There is a wave of rising expectations in atin Amnerica as to a beter
lifer but the peoples of that area want tangible evidence that the
United States will help them fulfill those exetations. The sugar
quota premium system applied as it is in the House bill to all the
sugar exporting countries of this hemisphere will be the essential
base so essential to the success of the Alance for Progress. Why?
Because it will have an immediate impact on the economies of all
the countries involved and the welfare of the workers.

Why should the present quota premium system be retained? The
answer is esentialgy a simple one: It has worked well. Insofar as
foreign producers are concerned, they regard this proam as an
effect program in the mutual interests of their respective countries
and the united States. Indeed, it is sound international trade and
sound foreign policy.

Let's make no mistake about it: Latin America is in turmoil, coffee
prices have sagged the Alliance for Progress is lagging behind, and
the destructive ana subvertive forces of communism grow stronger
in that area. To drastically revise the U.S. sugar program and
eliminate the quota premium system at this crucial juncture in inter-
American relations does not make sense. I urge this committee, which
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I know is anxious to improve U.S. relations with Latin America, not
to make a revision in the House bill which can only bring about a
rapid deterioration of those relations.

Certainly the Sugar Act has brought about employment for theworkers, food and welter for their families, and given them some

sort of faith in a tomorrow. Further, it enables the smaller producers
to participate more effectively in an important segment of their na-
tion's economy. As far as Guatemala is concerned, every 2 tons of
sugar will guarantee work for one worker and his family. Putting
it another way, a quota of 20,000 tons for Guatemala will guarantee
work for 10,000 workers and their families. On the basis of an aver-
age family of 5 this would mean a total of 50,000 people directly
affected by the U.S. sugar program.

I have personally witnessed in Guatemala the impact which the
Sugar Act has had on the conditions of the sugar workers-within a
matter of only 1 year--new schools, new clinics, nurseries, more wide-
spread religious activities, playing fields, and other recreational fa-
cilities. In one Guatemalan sugar plantation, El Salto, for example,
a nurses training course instituted there is being used as a model by
the Government. This is a case of technical assistance by Guate-
malan private enterprise the sugar industry, to the Government of
Guatemala. I have cited an example in Guatemala, but I know that
similar social and economic progress is taking place elsewhere in
Latin America through the initiative of the respective sugar indus-
tries. All this has been made possible by the quota premium price
of sugar paid by the United States. Is it any wonder that there is
such widespread opposition to the global quota scheme voiced not
only by the growers, planters, and processors but also the workers
themselves in every sugar exporting country of Latin America.

Guatemala has 10 sugar mi lis which are supplied by 219 cane sugar
growers, owners of the producing sugarcane plantations, and by 5
cooperatives which are the result of the agrarian reform promoted by
the United States. Directly dependent on the sugar industry are
1,438 families (mills and plantations) and 22,000 families of workers
in the industry.

Mr. Chairman and members of the committee there seems to be some
tendency in U.S. relations with other countries to take friends for
granted and to be sympathetic to those on the fence, and at times to
those even hostile to us. We have paid lilservioe in eloquent words
to the need for strengthening inter-American bonds of friendship
but words, unfortunately, are not enough. Now I am not one of
those who believes that friendship is friendship only so long as the
poorer friend receives help from the richer friend. I am confident
that Guatemala will remain pro-United States, sugar quota or no
sugar quota, so long as no leftist regime takes power. But the general
demoralization and the adverse economic impact which would take
place in Guatemala unless she is granted the quota requested would
not be in the best interests of the United States as I conceive those
interests. Guatemala is pro-United States, not for any economic
benefit it can derive from that friendship. It is so because Guatemala
stands for the same things we stand for-liberty, dignity, opportunity,
courage, and adherence to principle.
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It is sometimes difficult, unless one observes it firsthand, to realize
fully the impact which a program such as the U.S. Sugar Act can have
on a small country. This impact is not only economic but is also
psychological. Both are important. The case of Guatemala in this
respect is unique. Guatemala, a small country of 4 million people,
has stood by the United States ever since the overthrow in 1954 of
the notoriously communistic regime of Jacobo Arbenz, now consort-
ing with the Communists in Cuba. Guatemala was one of the first
to condemn the Castro regime as a Communist-dominated govern-
went. It is the first country to break off diplomatic relations with
Cuba for that reason. At the recent conference of Foreign Ministers
at Punta del Este, Urguay, in January of this year, Guatemala took
the lead in urging that the United States take a strong stand against
communism and Castro and in condemnation of both.

In addition to the obvious economic factor, there is involved the
psychological factor of the inclusion of Guatemala within the pro-
gram for a specific quota. I have already referred to the economic
factor earlier in my statement. Such inclusion would demonstrate
that the United States is concerned about Guatemala and its well-
being, and I think it is very important to emphasize the word "con-
cern" because it is one of the key motivations essential to a positive
and effective U.S. policy toward Latin America. The knowledge
that there is such a concern gives a government and people of a
friendly country renewed strength, energy, and determination at a
time when these qualities are essential to the preservation of its
freedom and independence and at a time when communism has
established a beachhead in the Western Hemisphere from which it is
spearheading its attack against such freedom and independence. This
is particularly so with respect to Guatemala, a country which knows
from bitter past experience what it means to live under a Communist
1heeLatin American sugar-producing countries are shocked that

the Department of State recommends scrapping the quota premium
system for friendly foreign countries and urges in substitution the
institution of import fees to be covered into the Treasury to be used
for the purposes of the Alliance for Progress. While I do not know
of any responsible Latin American official who does not believe in
the objectives of the Alliance for Progress, as do I, at the same time
we must recognize that the Alliance for Proes, eloquent as its
words and promises may be, is as yet untested. The people in Wash-
ington primarily charged with the responsibility for implementing
the alliance are as yet untested. Why, then should the on outstand-
ing and tested program that has succeeded in Latin America-
namely, the existing Sugar Act-b4e gutted and placed, in a sense,
within the confines of a program that is admittedly years away from
success I One of the criticisms leveled against the foreign aid pro-

mra has been that the benefits have not filtered down to the people.
We need more of a people-to-people approach" it is maintained.

The Sugar Act, as has been stated, has an immediate impact on people.
Even in the smallest producing country literally thousands of
workers depend upon sugar for their livelihood.
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Section 251, title VI, of the Foreign Assistance Act of 1962 (S.
2996), recently passed by the Senate, provides:

It is the sense of the Congress that the Aietorio, economic, political, and geo-
graphio relationships among the American peoples and Republics are unique
and of jpecW saignfloance and that the Alliance for Progress offers great hope
for the advancement of the welfare of the peoples of the Americas and the
strengthening of the relationships among them. Accordingly, the President Is
authorized to furnish assistance on such terms and conditions as he may
determine in order to promote the economic development of countries and areas
In Latin America. [Emphasis supplied.]

This is the language as recommended by the Department of State.
Note, Mr. Chairman and members of the committee, the executive

branch that wants to scrap a sugar program that has been going on
between the United States and Latin America for lo, these many
years, is the same executive branch which in the foreign aid bill re-
fers to "historic, economic, political, and ?"ogrphic relationships
among the American peoples rind Republics' as being "unique and of
special significance." Certainly, we must agree with those senti-
ments. The Sugar Act constitutes a realistic recognition-not in
mere words, but in real trade-that the United States does have his-
toric, economic, political, and geographic relationships with our sister
Republics to the south and that these relationships are indeed unique
and of special significance. Let us not destroy those relationships
by following the executive branch recommendations on sugar, well
intentioned as I am certain those recommendations are

I am not impressed with the State Department argument advanced
during the current sugar hearings that the Sugar Act "would provide
Castro with a persuasive argument that the West has deserted the Cu-
ban people an that their economic future lies with the Communist
bloc." Specifically, the request of Guatemala for a 20 000-ton quota
would be made, Cuba sugar or no Cuba sugar. In die 1956 sugar
hearings before this committee, as I have stated earlier, Guatemala
indicated that she wasn't at. that time requesting a quota but would
in 1960. Certainly, this small quota and other similar quotas for rela-
tively small producers could have little impact on Cuban sugar. Gen-
erally, insofar as the larger producing countries are concerned, it can
be assumed that they understand the impact which Cuba's eventual
return to the U.S. sugar market would have on them.

Back in June 1960 at the very time the Congress was considering
extension of the Sugar Act, Ernesto Che Guevara, Castro's economic
adviser, in a television address at Havana stated that the Cubans were
being enslaved by the 3 million tons of sugar the United States was
buying annually from the island. These purchases, he said, had made
Cuba dependent on sugar and kept the country in a semicolonial state
until Castro's revolution. Surely, Communist Cuba' cannot complain,
.now that this so-called semicolonial status has been altered. No, Mr.
Chairman and members of the committee, the record is clear and doc-
umented by the State Department itself in its white paper that Castro
has deserted the Cuban people. The allotment of 1.5 million tons
for a Cuba returned to the fold of free countries is fair and equitable
and will never lead to any chare that the economy of Cuba is com-
pletely dependent upon T.S. purchases of Cuban sugar.

There is no reason why the United States should-not expect foreign
sugar suppliers to purchase agricultural products from the United
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States. Guatemala favors the existing provisions of law requiring
that, special consideration be given to countries of the Western Hem-
isvphere and countries purchasing agricultural commodities from the
I nited States. Trade is a two-way street. This is only right and
proper. Guatemala has purchased agricultural products from the
United States under the sugar program. Guatemala continues to be
ready and willing to cooperate with the United States in this respect.

For 1961, of th e five Central American countries, Guatemala was
the largest importer of U.S. agricultural commodities--$9.5 million
worth, an amount at least twice as large as any other Central Ameri-
can country. Guatemala has recently signed an agreement with the
United States to purchase 12,500 tons of corn for 5,000 tons of sugar.

Guatemala is the best customer the United States has in Central
America. To illustrate, for the 9-month period Januar'-September
1061, United States exports to Guatemala amounted to $45.1 million,
including textile fibers and fabrics lumber and paper, machinery and
vehicles, chemical products, etc. For the same period, Guatemala's
exports to the United States amounted to $43 million, leaving an
unfavorable balance for Guatemala of $2.1 million.

With respect to social and economic reform in Guatemala, Hon.
Teodoro Moscoso, Administrator of the Alliance for Progress pro-
gram in the Agency for International Development, in his testimony
before the House Foreign Affairs Committee in March 1962 on the
pending Foreign Assistance Act of 1962 stated:

Guatemala has been one of the leaders among the Central American states
in social and economic reform.

Mr. Mos-no further acknowledge that Guatemala "is a leading
proponent of Central American economic integration."

Guatemalat under the leadership of President Miguel Ydigoras
Fuentes, is dramatically demonstrating to the rest of Latin Amer-
ica what can be accomplished in the field of social and economic
reform under a democratic form of government and a free society.
For example:

School construction: 307 schools, with a total of 1,450 classrooms,
have been built in this administration, which is more than the class-
rooms built during the past 50 years and the cost per classroom is
less than one-third of the cost of the previous ones built.

Housing construction: 3,210 houses have been built and distributed
among low-income families at a per unit cost of $2,738 including
land, urbaiiization, and overhead administrative costs. TPlhe living
area is of 600 square feet and consists of three bedrooms, living-
dining room, kitchen, and bathroom.

Land settlement: 26,000 parcels of land have been distributed.
This plan of land resettlement is rapidly swelling the ranks of inde-
pendent small farmers throughout the country. In addition to the
property, the landowners are entitled to receive supervised credit
with which to work their farms.

New laws in effect: (a) Rent law which protects the low-income
people from paying excessive rent, Axed at no more than 6 percent

of the value of the property per month; (b) labor law: This law _pro-
tects the workers in their respective jobs and from being fired without
proven justification and which also entitles the worker to claim
I month of salary per each year worked in the same firm. The
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representatives of the syndicates cannot be fired; (o) FHA law is in
operation since the beginning of 1953.

Legislation 5ubnitted for approval to the National Congres" of
(huatemala:

1. New agrarian reform law.
2. Penal code project.
3. Guarantee investment.
4. Law creating the free port of Matias de Galvez.
5. Civil service law.
6. Labor benefits bank.
7. Project of law concerning unproductive lands.
8. Project of law on family patrimonies and parceling of land.
9. Project of law creating the National Institute of Agrarian

Transformation.
10. Project of law concerning agrarian development zones.
11. Income tax law (approved by the congress in its thirdreading).12. Project of law on territorial tax.

13. Project of law creating the Housing Institute.
Potable water proam: 110,000 prsons have benefited with the

introduction of potable water to small villages (this does not cover
the capitals of the departments (States).

Malaria eradication program: Great advances have been made in
this respect. In 1958 Guatemala had 87 percent of positive cases
while in 1962 Guatemala only has less than 1 percent of positive cases.

Mr. Chairman and members of the committee, the sugar legisla-
tion proposed in the House bill is good legislation. The quota prem-
ium system has withstood the ravages of time and crises. Let us not
abandon it Let us not abandon our friends. Because inter-Ameri-
can relationships are unique and are of special significance, let us not
abandon the unique and specially significant existing sugar program
of the United States and let us confine the program to this hemi-
sphere. Thank you for the privilege of presenting these views.

Senator DouGLAs. Thank you very much, Mr. Kaplan.
Our next witness is Mr. Fiederick E. Hasler, chairman of Ilaytian

American Sugar Co., S.A.
Please proceed, Mr. Hasler.

STATEME OF FREDERICK X. HASLER, CHAIRMAN OF HAYTIAN
AMERICAN SUGAR 00., S.A.

Mr. LASLER. My name is Frederick E. Hasler. I am chairman of
inytian American Sugar Co., S.A., a Haitian corporation, which is

wholly American owned and which is the owner of the largest sugar
mill in Haiti.

We believe, first, that not only should Haiti continue to have a
sugar quota, as it. has had for almost 30 years, but that the size of tham
quota should be increased. Second, we believe that it would be disas-
trous to impose import fees which would have the effet of limiting
the LAtin American sugar producers to receiving the so-called world
price for their sugar.

lAst. year Haiti produced approximately 83,000 tons of sugar; 30,000
to 85,000 tons is required for local use. This leaves an exportable

384



SUGAR ACT AMENDMENTS OF 1962

balance of 50,000 tons. This exportable balance of 50,000 tons can
be readily maintained. Thus Haiti has a constant and close supply
of sugar for the United States of at least 50,000 tons of sugar a year.

In the House bill (H.R. 12,154) Haiti received a permanent quota
of 25,000 tons. Ve appreciate this as a step in the right direction.
Last year, however, Haiti sold to the United States 45,273 tons. Thus,
though our quota has been increased, our sales potential to the United
States has been decreased. We respectfully request that our quota
be increased to 50,000 tons.

Haiti is both a small country and a poor country but, for its size
and wealth has been a very good customer of the United States.

During tle period 1957 to 1961, Haiti purchased goods from the
United States in the amount of $124 million while its sales to the
United States amounted to $94,400,000, leaving a balance of trade un-
favorable to Haiti in the amount of $29,600,000.

In the year 1961 Haiti purchased goods from the United States in
the value of $25,847,829. Its sales to the United States amounted to
only $19,013,788, leaving an unfavorable balance of $6,834,141.

To assign a quota to a country, and then to impose import fees
which would have the effect of liniiting what could be received for the
sugar to the world price, would be a meaningless gesture

The cost of producing a pound of sugar and placing it in a ware-
house in Haiti is in the order of 3.75 cents. The world price of sugar
for July shipment is presently 2.7 cents a pound. Obviously we would
not produce sugar for export under these conditions.

There is a common misconception that there is a great windfall to
those of us who sell sugar to the United States. This is certainly not
true in our case. In aildition to the 3.75 cents per pound production
cost, the Haitian export tax, frieight, U.S. duty, and insurance totals
2.05 cents per pound.

Thus our cost of a pound of sugar on the dock in New York is 5.8
cents a pound and the price we receive for a pound of sugar in New
York today is approximately 6.3 cents. This leaves 0.5 cents per
pound for alse cost, overhead, etc. and profit, In addition to t.is
the Haitian Government imposes on income tax of approximately
40 percent of our profits I respectfully submit that this is no windfall.

The consequences of our not being able to export sugar would be
disastrous to the economy of Haiti.

Last year our company purchased cane from 11,744 farmers, pro-
viding them with their sole source of cash. We employ permanently
2,500 workers and this increases to 5,000 during the crop season.
Thus we alone and directly provide or almost 17,000 families or
approximately 100,000 people in Haiti. The number of others in-
directly supported by our sugar production would be many times
this figure. -We have not attempted to provide comparable figures
for the other sugar mills.

Our employees receive wages of more than $1,500,000 annually, at a
rate 2%4 times the national minimum wage. The minimum wage
in Haiti is 70 cents a day. Our minimum wage is slightly over $1.80.
This is very low by American standards but very high by the standards
of this poverty-stricken Republic.
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We paid $1,900,000 to farmers last year and almost $1,300,000 in
taxes to the Haitian Government.

It is obvious, I submit, that if we could not export sugar to the
United States, the effect on the economy of Haiti would be depressing.
Economic assistance from the United States in the amount of the
wages, farm income, and taxes which would be lost by this action
would not begin to offset the damage to the Haitian economy.

The effect on the morale of the people of Haiti would be even more
serious. There are no large estates in Haiti and the percentage of
land owned by the people is the largest of any country in Latin
America. The land in Haiti is owned in small parcels by many
people. For them not to be able to sell the product of their land would
not increase their faith in the free world's promise for the future.

The Alliance for Progress provides words of encouragement to our
good neighbors to the south. Let us back up these words with trade
as well as aid but let us not substitute aid for trade.

Let us not replace a sugar supply system which has worked well
for almost 30 years, with a system that has already been proven
inadequate--particularly at a time when the Russians could manipu-
late that system to serve their own needs and desires.

Senator DOUGLAS. Thank you very much, Mr. Hasler.
Our next witness is Mr. Robert L. Farrington, counsel on sugar

legislation for the Republic of China.
Please proceed, Mr. Farrington.

STATEMENT OF ROBERT L FARRINGTON IN BEHALF OF THE
REPUBLIC OF CHINA

Mr. FAPUNOTON. Mr. Chairman and members of the committee, my
name is Robert L. Farrington, 411 Colorado Building, Washington,
D.C. I am apearing today as counsel on sugar legIslation for the
Republic of China, one of the foreign countries which is privileged to
participate in the U.S. sugar market.

The Republic is deeply grateful to the United States, particularly
to the Congress and the executive departments for this participation.
I hope to present some facts, however, which will show justification for
increased reliance upon China as a dependable source of sugar supply
for the United States.

China recognizes, of course, that determination of the portion of the
U.S. sugar needs to be supplied by domestic growers is a matter to be
determined entirely by those domestic growers and the U.S. Govern-
ment. However, as a longstanding friend of the United States and as
one of the largest producers and exporters of sugar among the coun-
tries participating in the U.S. Sugar Act, it is submitted that China
may respectfully raise a point about inequities in the formula for
dividing up the total foreign quotas among the countries involved.

The Republic is thankful for the partial correction of those inequi-
ties by the House Committee on Agriculture, and the House of Repre-
sentatiives in H.R. 12154. Based upon China's sugar production, how-
ever, and its capability and responsibility as a supplier of sugar, it is
respectfully urged that a further increase in China's basic quota be
given consideration by this committee.

The table of page 3 which follolvs is based on the 4-year average,
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1957-60, for which the 1956 amendment to the Sugar Act was effective.
If you will look at the table you will note-
First: That China ranks only behind 5 out of the 14 countries (Cuba,

Mexico, Brazil, the Philippines, and the Dominican Republic), as a
sugar producer.

Second: That in its basic quota of the U.S. market, both under the
1948 act as amended, and as 1)roposed in H.R. 12154, China is far down
on the list.

The Republic is appreciative of the fact that under the discretionary
authority provided in the 1948 act, as amended, the Secretary of Agri-
culture, undoubtedly with the concurrence of the Secretary of State,
made additional allocations to China increasing its authorized imports
into the United States up to 170,028 short tons for 1961 and 54,059
short tons for the first 6 months of 1962. This increased tonnage was
of great help to the Republic; it is most grateful for this additional
market for its sugar at a fair price. It is much more conducive to
sound agricultural planning, however, for sugar producers as well as
other farmers to know well in advance the possible extent of the
market demands for the particular commodity which they produce;
and this is true, of course, of the cane growers of China.

When the draft that became H.R. 12154 was pending in the execu-
tive departments, we asked that consideration be given to authorization
in the proposed legislation of a basic annual quota for China of 300,000
tons. It appeared that a quota in that amount was fully justified in
view of China's relative standing both as a sugar prodticel • and as a
sugar exporter. It appeared also that there was ample margin in the
unallotted portion of U.S. needs to be furnished by foreign countries
for a quota to China in that, amount. As is evident from the bill,
that request was not granted in full, although China's basic quota was
increased to 45,000 tons and it was given an additional allocation of
150,000 tons through December 1963.

China again submits that a basic quota of 300,000 tons would not
be unjustified in view of the its long record as a friend of the Inited
States, and as the fourth largest exporter of sugar.

If, however, this committee should not feel justified in increasing
China's basic quota to that amount, it is respectfully requested that
consideration be given to increasing China's annual quota from 45,000
to 100,000 tons. and reducing the amount available for annual alloca-
tion to the Re'public by the amount of the increase, namely, 55,000
tons.

When we talk about sugar production in the Republic of China, we
are referring, of course to the island of Taiwan the principal area
of agricultural and industrial production for tile Republic at the
present time.

Taiwan has a land area of 13,835 square miles, a little over 21/
times the size of Connecticut. It had a population of 10,792,000 at
the end of 1960, about four times that of Connecticut.

The agricultural population is 4,795,000. About 50 percent of the
sugarcane farms is owned by the growers and these farms consist,
on the average, of eight-tenths of a4 acre. The average family is
about six persons.

Sugar is Taiwan's most important crop. Approximately 1.2 million
people depend upon it for a livelihood, and exchange earnings from
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sugar exports amount to around $75 million anniiually-approxiniately
45.5 percent of total exports.

Around 89 percent of the sugar is exported, mostly to Taiwan's
traditional markets in the Mideast and Asian countries where Taiwan
is now faced with relentless economic warfare from the Communists,
due primarily to Cuban sugar.

The sugar sold in that market is sold at world prices which. as Mr.
Kenp noted in his statement to the House Committee on Agriculture
on May 15, does not reflect "the actual value of the sugar" (p. 18).
Moreover, there is evidence that Cuban sugar is going into this market
as was anticipated in the special study on sugar made by the Depart-
mnent of Agriculture, February 14, 1961, for the House Committee on
Agriculture (pp. 1-2).

A larger volume of sugar purchases by the United States from
China would also be helpful on China's balance of trade with the
United States and should reduce the amount of economic aid that Chiia
receives from our Government. For example, the trade balance be-
tween the countries for 1960 and the first 6 months of 1961 was as
follows:

1961,
1960 January-

June

Imports from the United States ------------------------------------------ $96,980,000 $58,681,000
Exports to the United States ----------------------------------------------- 21,199,000 15,627,000

Total ------------------------------------------------------------------ 75,781,000 43,154,000
Less economic aid from United States -------------------------------------- 59,005.000 39,301,000

Balance in favor of United States ............................---------- 16, 776, 000 3, 853, 00

It will be noted from the above that the Republic of China has been
importing more goods from the United States than it is exporting
to the United States.

Some of the imports to China were commodities under Public Law
480. Thus there would have been a greater balance in favor of the
United States if these commodities had been paid for in cash. A
greater reliance upon China by the United States as a source of sugar
supply would help tremendously in adjusting this trade balance.

Mr. Chairman, Iappreciate the opportunity of presenting this state-
ment to the committee.

Senator DOUGLAS. Thank you very much, Mr. Farrington.
We will recess until tomorrow morning at 10 o'clock.
(By direction of the chairman, the following is made a part of the

record:)
EMBAJADA DE EL SALVADOR,

Washingto% June 19, 1962.
Hon. HARY F. Byan,
Chairman of the Finwaoe Oommittee,
U.S. Senate, Washington, D.C.

DzAR Ma. CHAIRMAN: I have the pleasure of enclosing copies of the statement
that was sent, on May 24, 1962, to Hon. Halrold D. Cooley, chairman of the
Committee on Agriculture, House of Representatives. This statement was sub-
mitted In support of our request that consideration be given to the assignment
of a basic yearly quota to El Salvador in ,the amount of 20,000 tons of sugar,
raw value.
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It will be greatly appreciated if you will review the facts outlined in the en-
closed statement, which it is sincerely hoped will meet with your approval. It
is respectfully requested that the honorable members of the committee be sup-
plied with copies of the enclosed.

Your favorable consideration to this request will be gratefully received.
Sincerely yours,

ARMANDO INTERIANO,
Ohargd d' Affairies ad Interim.

LEGIsLATION To AMEND AND EXTEND THE SUGAR AcT OF 1948, AS AMENDED

Chairman Cooley and members of the committee, I have the honor to address
the committee, on behalf of the Government of El Salvador, for the purpose
of requesting that consideration be given to the assignment of a basic yearly
quota of 20,000 short tons of sugar, raw value, to El Salvador.

The above request is based on the Sugar Act objectives: "* * * to protect
the welfare of consumers of sugar and those engaged In the domestic sugar-
producing Industry; to promote the export trade of the United States * * *."
The Sugar Act, as amended, also states "that special consideration shall be
given to countries of the Western Hemisphere and to those countries purchasing
U.S. agricultural commodities." El Salvador qualifies under both criteria.

The sugar quota of 20,000 short tons raw value that El Salvador requests Is
an insignificant amount when viewed In relation to total U.S. sugar consumption
of 9.7 million short tons. Nevertheless, it is of paramount importance to the
economy of El Salvador, for the following reasons:

1. Sugar is El Salvador's third most important export crop.
2. The United States is the natural outlet market for El Salvador's sugar

exports.
3. It would help stabilize El Salvador's foreign income and would help It to

earn more dollars to pay for Its imports-machinery especially-which are im-
portant to Its development program.

I take the liberty to offer, Mr. Chairman. a lirief analysis of the sugar situa-
tion in El Salvador. As you are probably aware, my country, one of the signa-
tories of the Punta del Este Charter, has faithfully fulfilled the mandates,
postulates, and recommendations emanated from this historic document. In
part 5, title I, which describes the objectives of the Alliance for Progress, the
American Republics agreed "to raise greatly the level of agricultural productivity
and output and to improve related storage, transportation, and marketing
sources."

My government has taken the above measures as regards to sugar. Output
has been increased considerably In quail-quantitative terms, introducing better
qualities of sugarcane, highly improve farming methods, and modern industrial
techniques. These together with the favorable geographic position of El Salva-
dor with respect to the United States, assure the reliability of my country as a
good sugar supplier.

It would seem, from what I have described, that the situation is one of
bonanza. However, this is not the fact. The neighboring Central American
countries, toward which a good part of our sugar trade was oriented, have,
likewise, increased their sugar production, thus closing sugar outlets for El
Salvador.

The closing of our traditional Central American markets, and the uncertainty
of being unable to export sugar to the United States are elements that cause a
serious socioeconomic imbalance, because the entrepreneurs could restrict buying
sugarcane from the small producers.

In this connection, stressing the Charter of Punta del Este, and in order to
obtain a better redistribution of the national income, my government has promul-
gated a series of economic and social legislation. Some of these laws are-

(a) Law to provide remunerated rest on Sunday for rural laborers.
(b) Amendments to the leaseholding law.
(o) Law for the protection of the salary.
(d) Law providing minimum wages for commercial employees.
(e) Law for the protection of rural workers.
(f) Amendments to the income tax law.
(g) National Council for Planification and Economic Coordination.

The assignment of a sugar quota to El Salvador would have no detectable
effect on other supplying countries, but It would make an appreciable contribu-
tion toward helping El Salvador diversify its production and stabilize its foreign
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earnings which are subject to cyclical movements due to the fluctuations of the
prices of the primary products. These considerations will grow in importance
as El Salvador's economic development program gathers momentum.

In conclusion, it is sincerely hoped that the chairman and the members of the
Committee on Agriculture will give a favorable consideration to the present
request.

TABLE I.-Regional balance of payments, 1957-61

[Million colones; I colon equals U.S.$0.40]

Imports Exports

Country
1961 1961

1957 1958 1959 1960 Jan.- 1957 1958 1959 1960 Jan.-
July July

America ------------------ 186.0 173.6 160.3 183.4 94.5 177.2 138.7 134.0 134.8 82.7

Canada ----------------- 4.2 4.5 5.5 5.2 2.8 2.0 2.3 5.5 1.0 .5
Colombia ................ 1.2 1.1 .7 .4 . .-------- .2 ................
United States- -----.... 148.3 130.6 110.4 131.2 65.9 158.2 115.2 100.7 102.4 61.6
Guatemala ------------- 6.2 7.6 10.7 13.0 9.4 5.9 7.4 10.4 15.2 10.2
Honduras ................ 12.4 15.7 16.2 15.7 9.7 5.9 8.6 10.1 9.9 6.7
Mexico ................... - .3 5.0 4.3 5.1 2.5 .2 ------- . 1 .2 --------
Nicaragua --------------- 2.1 1.9 3.0 3.5 1.1 2.9 2.9 4.2 3.6 1.7
Panama .................. 2.1 2.9 2.4 2.7 .5 .1 .1 .2 .4 .2
Venezuela --------------- 1.4 1.8 3.3 3.3 1.4 ........ 1 1.0 .1 ........
Other .................... 2.6 2.5 3.8 3.3 1.1 1.8 7.7 1.8 2.0 1.8

Asia ...................... 16.9 13.2 12.2 22.6 12.2 17.3 31.7 42.2 34.2 ........

Japan .................. 1 6.7 13.1 1..1 22.5 12.2 7.3 31.7 . ........
Other ------------------. 2 .1 .A ....................... .2 .6 .----

Europe ----------------- 84.4 82.4 75.5 987 M.9 151.6 119.6 107.1 122.0 86.8
Germany -------------- 22.9 25.4 21.9 31.3 16.6 104.7 94.1 79.1 97.2 72.7
Belgium ---------------- 13.1 8.9 7.1 11.5 6.9 7.0 5.2 3.5 4.4 2.2
Denmark ................ 1.0 1.6 1.7 2.3 1.3 .3 .7 1.7 2.2 1.1
France ------------------ 4.6 3.1 4.4 4.9 2.1 10.9 1.2 3.3 .5 .A
Great Britain ............ 13.4 11.9 10.0 12.3 6.9 4.6 3.0 4.5 1.6 .2
Holland .................. 17.7 19.0 17.9 20.8 14.5 12.8 6.9 7.9 7.3 5.9
Italy ..................... 4.5 4.1 5.2 6.7 3.1 5.6 5.4 4.8 2.2 1.5
Sweden .................. 2.3 3.1 2.3 2.2 1.0 3.9 2.1 1.8 3.9 2.4
Switzerland ------------- 2.5 3.2 2.5 ------- 2.2 .7 .7 .3 ....... .6
Other .................... 2.4 2.1 2.5 6.7 1.3 1.0 .3 .2 2.7 .1

Others ...................... 4 .9 .9 1.3 1.0 .2 .1 .1 1.0 .1

Total (colones) ......... 287.6 270.1 24&88 306.0 163.6 34&2 290.1 283.4 292.0 206.&9
Total (dollars) ......... 115.0 108.0 99.6 122.4 65.4 138.5 116.0 113.4 116.8 82.8

Trade balance (dollars) ..-...... ....... . . . ."... ... 23.5 &0 13.9 -5.6 17.4

Source: Central Bank.

STATEMENT ON BEHALF OF THE SUGAR INDUSTRY OF COSTA RICA

Mr. Chairman and members of the committee, my name is Dina Dellale. I
am the registered representative of the sugar industry of Costa Rica. Costa
Rica, it is true, is one of those little Latin American countries that has been
discussed here with affection, but there is a difference as far as we are con-
cerned, and it is that difference that I would like to present to the committee.

The Republic of Costa Rica lies between Panama and Nicaragua In Central
America. Its land is fertile and productive. It possesses ports on both oceans
to facilitate its international trade and the economy is primarily agricultural.
In this era of upheavals, riots, and revolutions, this nation is a fascinating
working example for all in Its political and sociAl stability. While democracy
in action has become a mere slogan in most parts of the world, here you can
find it operating daily with responsibility. The President walks the streets of
the capital, San Jose, without fear or bodyguards. The widespread distribution
of wealth, a vigorous agrarian reform that finds one out of every five Costa
Ricans owning his own land, and the intensive expansion of educational facil-
ities as the foremost national aim, are the keys to why Costa Rica is different.

May I give you an unusual example. Costa Rica has no army. With a great
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sense of the practical, the constitution of 1949 decreed that money formerly in-
vested in the army would go to building schools, and all weapons were exchanged
in the United States for plows and tractors, The educational drive was intensi-
fled to such a degree that the illiteracy rate of the population was reduced to 17
percent. To be a citizen here Is a source of pride. This spirit is reflected in their
leaders and measures were initiated to insure collective well-being. No comn-
munity, however small or remote, has been excluded from the benefits of these
guarantees of a better life.

Internationally, Costa Rica has followed a single line of conduct, char-
acterized by a scrupulous respect for agreements and treaties. I would like
to direct the committee's attention to a most salient fact. Costa Rica stands in
the forums of the world, and the hemisphere, ready to defend the principles o?
freedom and democracy. She has one vote, which when cast is of equal imi-
portance to the vote of any great or large nation. It is with conscious delibera-
tion that this vote is given, and never at any time has there been an implication
that this vote could be bargained for or bought. I stress this to the members
of the committee, for while Costa Rica is, in all probability, the most constant
nation in her friendship fo- the United States, her support to this great friend
has been given freely, with dignity, in mutual defense of liberty. She has con-
sistently repudiated the ideology and destructive maneuvers of the Soviet Union,
maintaining no relations with that country. The existence of the Communist
Party is forbidden by law. Trade relations are incompatible as well as un-
thinkable, and at no time would ever be considered. Small as Costa Rica is, she
has often taken the initiative in her friendship with the United States. She did
so after the treacherous attack on Pearl Harbor, declaring war on Japan and the
Axis Powers a full day before the United States.

I have stressed the character and behavior of the Costa Rican people to show
the committee that there exists a real difference, politically and socially. Now I
will present the economic difference.

As a country with an overwhelmingly agricultural economy, the major part
of their income is derived from the exports of what they produce. The revenue
from this source does not constitute the patrimony of a few but belongs to the
majority of the population since the distribution of land compels this. The
growth of the population is increasing continually as Costa Rica has among the
highest birth rates in the world, and this compels them to produce on a larger
scale, to extend their markets, and to follow, perhaps more quickly than most
Latin countries, the pace of progress. It, therefore, became necessary many
years ago to substitute the monoculture of coffee with a diversification of agri-
cultural activities to balance the economy of the country and to maintain and
increase their standard of living which is the highest in Central America.

Sugar represents an important factor in this economy. Land which was un-
profitable for raising other crops now is valuable in the cane it yields and as a
source of employment. Sugar is not a family affair In Costa Rica; 27000 small
farmers cultivate cane on their own land. Fifty-three percent of the sugar farms
are less than 34 acres and 90 percent are less than 170 acres. There are 33 mills.
Counting the families of the sugarcane farmers and the employed laborers, one-
tenth of the population depends on sugar for a livelihood. Sugar is serious in
Costa Rica. Here it is not a case of one or two mills accruing great wealth on
one hand and dispensing pennies with the other to those slaves of the soil that
are able to raise a few acres of cane. No such inequity exists here, for the
chamber of sugar which consists of the 33 milU owners guarantees to the 27,000
farmers a minimum yearly price plus a share in whatever other benefits are
received.

When I ask the committee to consider the difference of Costa Rica, I respect-
fully request them not to consider Costa Rica collectively in that group of "little
Latin America countries" but singly and on her own merits and performance.
We have been one of the children of the Sugar Act since 1948. When our great
and good friend to the North could no longer bear the insults of Castro and shut
the door to the sugar of Cuba, we stood ready, without any long-term guarantees,
to fill the void to the extent of our capacities. These past 3 years, we have built
up a historical performance. In adjusting the basic quotas of the original quota
countries, we ask that this record be considered as well as our future capacity
of production. It Is our hope that before quotas are considered for new coun-
tries, consideration Is given to those of us who have been around with you a long
time. Last year Costa Rica shipped to the United States 30,250 tons with a
basic quota of only 3,616 tons. This year our estimated surplus will be 46,000
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tons and by 1966 our surplus will reach 80,000 tons. We understand and agree
wholeheartedly with the committee in reserving a specified amount for Cuba
when she returns to the fold of free nations. There would not be one of us who,
for selfish reasons, would withhold this aid of our sad neighbor. Our request,
therefore, is for a reasonable increase of our basic quota to 30,000 tons and a pro-
portionate share of the Cuban allotment and the deficits as long as they continue.
All of our future quota will enter this country as raw sugar. We have adjusted
our mills to fill this requirement and stand ready to do so now.

With this assurance, the sugar industry will continue to be a vital, growing
force in the economy of Costa Rica. Without it will come unemployment, pov-
erty, and stagnation. These factors will sow the seeds of a future filled with
unrest and instability. Our commercial trade balance with the United States
has been unfavorable to Costa Rica for many years. In 1960, the deficit was
$13 million; in 1961, the amount was $10 million. We are among your biggest
customers per capita. We want to continue to buy from the United States,
but we want to pay for what we purchase with money that is earned, not
borrowed. We do not wish to turn elsewhere because of lack of dollars.

While this increase will bring many mutual advantages, Costa Rica would
like to proffer a small gesture to her friend. Each year, 5 percent of her
entire quota, basic and nonquota allocation, will be set aside, stored and financed
by the chamber of sugar, to be at the call of the United States In case of
emergency. This special reserve will grow from year to year and does not
carry with it any sort of an obligation on the part of the United States.

Mr. Chairman, Costa Rica is a small nation but her capacities are large
for democracy, for work, and for friendship. I thank the committee for their
attention.

UNITED PACKINoGtousE, FOOD & ALLIED WORKERS,
AFL-CIO,

Chicago, Ill., June 21, 1962.
HARRY F. BYRD,
Chairman, Senate Finance Committee,
Senate Offiee Building, Waehington, D.C.

MY DEAR SENATOR BYRD: On May 17, 1962, this organization presented testi-
inony to the House Agriculture Committee in connection with pending sugar
legislation. We are most anxious that this testimony become part of the official
record of the current hearings before the Senate Finance Committee.

Would you therefore be so kind as to see that the enclosed statement be
included in the official record of your committee.

Respectfully yours,
RALPH HELSTEIN, President.

WAGE STANDARDS OF AGRICULTURAL WORKERS IN THE SUGAR INDUSTRY-
STATEMENT OF THE UNITED PACKINGHOUSE, FOOD & ALLIED WORKERS, AFL-CIO.
ON EXTENSION AND REVISION OF THE SUGAR ACT OF 1048

U.S. policy regarding the sugar industry is undergoing serious reappraisal,
principally because Cuban sugar Is no longer available for consumption in this
country. This is the first such basic reappraisal since the adoption of the quota
system in essentially its present form in 1934. Therefore, this is an opportune
time to review the effectiveness of the present sugar-control machinery as it
affects the basic sugar producer-the fleldworkers on the cane plantations and
beet farms.

SUGAR-A SUBSIDIZED INDUSTRY

The U.S. sugar industry has been heavily subsidized for many years, first by
tariffs, and, since 1934, by means of a quota system that guarantees domestic
producers a market at a price substantially higher than the world market price.
Senators Paul H. Douglas and J. W. Fulbright have recently estimated the ex-
tent of the subsidy at 10 to 20 billions of dollars since 1934.

When the Roosevelt administration adopted the Jones-Costigan Act in 1934
the price of raw sugar was 1 cent a pound. The industry was in a bad way. The
act was designed to raise and stabilize prices without harming consumers, to
effect a shift of income from processors (who weren't doing so badly) to growers

1 S. Rept. 125; 87th Cong., 1st sess., p. 10.
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(who were doing miserably), and, in so doing, to insure that the farmworkers
shared in the benefits.

Since 1934 the Sugar Act has often been amended, but its basic purposes and
procedures remain unchanged. After 27 years' experience, it is clear that the
act has been successful In meeting all its major objectives-with one glaring
exception: the farmworkers, the base of the whole pyramid, have derived no
benefit. Sugarfield workers in Hawaii are an exception-they are far better off
than they were, but the improvement in their income and living standards cannot
be credited to the sugar legislation; it is the result of union organization.

However, since 1934 the economic picture has radically changed. The need
then was to raise sugar prices and to redistribute the industry's income as be-
tween processors and growers and, indirectly, the fieldworkers. Now, during
the prosperous postwar years, the effect of the act has been to hold down the
price of sugar relative to other agricultural prices. The result has been an un-
anticipated profit bonanza for the big industrial users who swallow two-thirds
of the Industry's product. The principal beneficiaries of the act have been Coca-
Cola, Hershey, Wrigley, and the other industrial users, including the fruit can-
ners. The prices of pop, of candy, of chewing gum, and of canned fruits have
all gone up along with other prices, while the price of their raw material-
sugar-has risen only very slowly. The resulting phenomenal profits for some
of these companies are shown later.

Now Is the time for a thorough reconsideration of the whole purpose of the
Sugar Act. The country cannot sit Idly by and see millions of dollars pouring
into the coffers of the industrial users at the same time that the fleldworkers
are getting no benefits whatever. This was not the purpose of the act originally;
it should not be the result of the act today.

As was recently pointed out, "We have developed a thoroughly managed sugar
economy."'  The questions raised by this paper are: What has become of the
fieldworker? How has he fared in this managed economy?

WHY IS HE THE FORGOTTEN MAN?

The sugar worker has actually received no benefit whatever from the Sugar
Act. Other segments of the industry-the industrial users, the processors, the
growers, and the consumers-have all benefited from the stable and assured
prices guaranteed by the act.

In fact, the workers who produce the sugarcane and the sugarbeets are actually
worse off than they would be without the procedure in the Sugar Act which Is
supposed to assure them "fair and reasonable wages." As this statement
demonstrates, the "fair and reasonable" wage for sugar workers is set by the
USDA at whatever is the prevailing farm rate in the area. Thus, the Govern-
ment's stamp of approval is put on such substandard wages as 75 cents to a dollar
in the beet areas, 60 to 70 cents in Louisiana, and 361/ cents in Puerto Rico.
Every attempt by the workers to raise their wages Is met by the argument that
the wages they are getting are considered "fair and reasonable" by the USDA.

THE " FAIR AND REASONABLE" WAGE DOCTRINE

The President of the United States, in his message to Congress recommending
passage of sugar legislation in 1937, said:

"It is highly desirable to continue the policy, which was inherent in the Jones-
Costigan Act, of effectuating the principle that an industry which desires the
protection afforded by the quota system, or a tariff, Should be expected to
guarantee that it ill be a good employer. I recommend therefore that the
prevention of child labor, and the payment of wages of not le,9 than, minimum
standards, be included among the conditions for receiving a Federal payment."
[Emphas added.]

The 1937 Sugar Act and all subsequent versions have carried the provision
that the Secretary of Agriculture, after appropriate hearings, shall establish
"fair and reasonable" wages for sugar workers. But the act failed to specify
clearly the standards to be applied In setting the rates. It simply said that the
Secretary "shall take into consideration the standards therefor formerly estab-
lished by him under the Agricultural Adjustment Act, as amended, and the
difference in conditions among various prodticlg areas."'

1 "Special Study on Sugar," a report of the special study group of the U.S. Department
of Agriculture for use of the House Committee on Agriculture.

a See. 301 (c) (1).
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In practice, the "fair and reasonable" wages as set by the Secretary have
been no higher than those prevailing in the particular area in question. In
Hawaii, where wage rates have been established by collective bargaining since
1945, the Secretary has determined that the union rates are "fair and reason-
able." Elsewhere, according to spokesmen for the USDA, the standards have
taken into account trends in living costs, "differences in the economic position
of producers and workers in the several producing areas," and "ability to
pay," i.e., "the economic position of producers in relation to available market
returns." '

Consideration of trends in living costs has been limited to trends In the
prices of food and clothing, "inasmuch as those two items represent the major
expenditures by sugarbeet and sugarcane fleldworkers."' Nothing could be
more revealing. The living standards of the fleldworkers are so low, price
trends for other customary items of goods and services are disregarded.

In the public hearings, which are provided for in the law as a protection
to all parties, the Secretary almost always has only such Information as the
growers provide. The resultant wage determinations determine what is the
prevailing wage in the area in question. How else can one explain a "fair and
reasonable" minimum wage of $1.46 per hour in Hawaii (the union rate for
labor grade I, effective February 1, 1962) and a wage of $2.92 per day (which
on a per hour basis is 36% cents) in Puerto Rico for the same crop year?'
These are the latest determinations for these areas. It Is obvious that the
alleged "standards" used by the Secretary of Agriculture are extraordinarily
flexible. "Fair and reasonable" does not mean what is fair and reasonable
to the workers. No genuine concept of a fair minimum wage would justify
any such differentials as this. The cost of living does not vary that much
from one part of the country to another.

In Puerto Rico, the USDA's distortion and perversion of the "fair and rea-
sonable" doctrine with respect to wages has received its harshest expression.
Evidently, With its attention always centered on keeping the grower-processor
interests in Puerto Rico on a "competitive" par with other U.S. sugar-producing
areas, the canefield worker In Puerto Rico has been placed at the bottom of
the totem pole.

The criteria used by the USDA are quite clear-and these criteria are those
which directly contradict the standards for a fair minimum wage. In the
USDA wage determination for the 1961 crop and cultivation of the 1962 crop
in Louisiana, these criteria are made explicit:

"An analysis of returns, costs, and profits of sugercane production and other
relevant factors indicates that the increase In the wage rates provided herein
are fair and reasonable and within the ability of producers to pay." 9

Lest anyone be misled by the "forcefulness" of the USDA's language, it should
be noted that the increase was 5 cents per hour, which would bring the minimum
close to 67 cents per hour.

The Puerto Rican wage, previously noted, came as a result of the most recent
wage determination, which provided an increase of 9 cents per day. (Parenthett-
cally, It should be noted that the insular government In Puerto Rico has assumed
jurisdiction over canefleld workers' wages, but the USDA has not released its
own Jurisdiction. As a practical matter, with the USDA continuing to make de-
terminations on prices for raw sugar and on conditional payments, the insular
government has apparently felt-we think mistakenly, and we have so testified
in Puerto Rico-that it cannot get much "out of line" from what the USDA sees
fit to do with respect to minimum rates for fleldworkers.)

SUOAR WAGES FOLLOW FARM WAGES

A look at chart I confirm the conclusion that the Sugar Act provision for "fair
and reasonable" wages has done nothing to bring earnings of sugarfleld workers
up to a truly fair and reasonable level. The chart shows the movement of sugar
workers' earnings for the period 1946 to 1960, compared to the earnings of indus-

8"Wage Determinations Under the Sugar Acts," Ward S. Stevenson and Linewood K.
Bailey, Sugar Division, Department of Agriculture, published In Sugar Reports, December
1954.

'Stevenson and Bailey. op. cit.
6 Minimum Wage Board, Commonwealth of Puerto Rico, Department of Labor. Manda-

tory decree No. 50, Jan. 3, 1962.
"',USDA Wage Determination for Louisiana Sugarcane Workers," quoted In Sugar y

Azucar, December 1961, p. 47.
85601--62- 26
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trial workers and compared to farm wage rates generally. Two conclusions are
immediately obvious:

1. Except for Hawaii, field sugar wages are comparable to farm wages gener-
ally, and have risen at the same slow rate. Beet area earnings are higher than
cane earnings in Florida and Louisiana, not only because wages in the south are
lower, but also because of the greater proportion of skilled workers in the beet
areas, now highly mechanized.

2. Earnings of field sugar workers, along with farm wage rates generally, are
far below the earnings of industrial workers and have been falling farther and
farther behind. Earnings in beet areas, which averaged about two-thirds of
earnings in manufacturing in 1946, now are only a little more than one-half of
the earnings of manufacturing workers.

A DEAD LETTER

The only possible conclusion is that section 301(c) (1) of the Sugar Act is a
dead letter so far as providing a real minimum wage is concerned. It affords
sugar workers no protection whatsoever. To this extent, the purpose of the
original enactments has not been fulfilled. Processors are paying their excise
tax, growers are getting payments, but the wages and conditions of the workers
would be no worse if the Sugar Act was repealed. The industry is being sub-
sidized, but none of the subsidy trickles down to the workers. The industry Is far
from being a "good employer," to refer again to President Roosevelt's message.
As has been demonstrated, the interpretation of the "fair and reasonable" doctrine
by the USDA and the administrative wage determinations resulting from this
Interpretation has produced a situation of vast inequities for the canefleld
workers.

INCOME OF rFEWWORKERS

Given these wage determinations by the USDA, the resulting income situation
within which the canefield workers find themselves has not only not improved, but
in fact it has worsened.

During 1960, for example, average hourly earnings in Puerto Rico were $0.502.
Yet, this figure considerably overstates the economic position of the majority
of canefleld workers. This figure is a weighted average (weighting by numbers
of workers in each type of Job) and thus for the bulk of the workers, the actual
wage was much less. Furthermore, earnings per hour are even less meaningful
for income comparisons, when it is remembered that average weekly hours are
considerably less than 40. Thus the average weekly income of the workers in
sugar are incredibly low---even discounting the abysmally low standards created
by the USDA wage policy.

The following data indicate the actual income situation of sugar workers in
Puerto Rico." For the 80,302 workers hired in March 1961, the busiest harvest
month, hours average only 28 per week and earnings (on the basis of an average
of $0.485 per hour) averaged only $14.68 per week. For canecutters who num-
bered 45,429 and accounted for nearly 57 percent of total employment in sea-
sonally busy March, hours averaged 28 per week, average hourly earnings $0.466
and weekly earnings $13.75. For one of the higher paid jobs, tractor drivers,
weekly hours were a little longer---30 hours per week, but their earnings were
only $21.70 per week, based on a wage of $0.649 per hour-and this includes $1.79
"incentive" compensation. It is to be noted, however, that this relatively "high"
wage by USDA standards applies to only 1,893 tractor operators or 2.4 percent
of the total.

For a full season month such as August, after the harvest is over, not only
did employment fall off from its 80,302 peak in March to 35,850, but earnings
also took a nosedive, averaging only $10.56 for not quite 24 hours a week.

Canecuters are entitled to a special note. The $13.75 average of 1961 earn-
ings they received for their "best" month-March-may be compared with $13.54
they received in March 1958, 3 years earlier, an increase of 21 cents per week,
in the face of substantial Increases In living costs. Moreover, in the 3-year
period 1958 to 1961, the reduction in the number of canecutters was 10,948 a
decline of 19.4 percent or almost one-fifth. Meanwhile, their hours fell 5.3 per-
cent, from 29.5 to 27.9.

?The following wage data were taken from the Department of Labor, Commonwealth
of Puerto Rico's publfeaton: La Industria Asucarera En Su Fase Agricola, 1961.
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What are the seasonal earnings of the canefield worker? It is difficult to esti-
mate this exactly, but assuming the $13.75 per week previously cited for cane-
field workers in 1961, and assuming further a 4-month season-which we are
certain many do not experience--then seasonal earnings might be in the area of
$250 per year. What does the canefield worker do the rest of the year? He
picks up such odd jobs as he can find; if he has a little patch of his own on the
mountainside, he scratches from it what is possible; he draws meager unemploy-
ment compensation for very limited periods; and, increasingly, he goes when
possible to work in the truck crops of New Jersey, Pennsylvania, and New
York-and remains on the mainland If he can manage. In fact this discussion
might well be headed: "Why Puerto Ricans Go to the Mainland.' Our thesis is
that much of this urge or push to migrate has been supplied by the misapplica-
tion for the "fair and reasonable" doctrine, as practices by the Department of
Agriculture with the ultimate responsibility resting on the Department's
Secretary.

Furthermore, contrary to the notion that the situation in Puerto Rico repre-
sents something unique, consider the case of Florida where much of the work in
sugar is done by migrant labor. In reviewing the intolerable conditions of
migrant labor, the Sixth Federal Reserve District's Monthly Review said:

"Earning&-Southern migrants earned an average of $644 for their farmwork
In 1959, according to the USDA Since migrants are deprived of the fringe bene-
fits usually enjoyed by farmworkers, those wages represent everything they got
from the farm. One reason these earnings seem so low is because migrants are
not employed regularly. In 1959, southern migrants worked only 120 days, on
the average, party because they spent much time traveling from Job to job and
partly because work was often unavailable. Migrants harvest crops that are
generally delicate, and they can do so only when weather conditions are just
right. Then, too, time Is often lost while crops are maturing." a

And as to the question of whether or not these conditions would improve, the
same article noted that, "despite this need for workers in Florida experts believe
there is little prospect for much improvement in wages." ' The reason: as the
article points out and what almost everyone already knows, cheap labor, due to a
large available supply; and the cheap labor reduces the incentive to invest in
capital equipment which would have the effect of raising productivity.

PRODUCTIVITY AND LABOR COST

The USDA, as noted earlier, has been concerned that its wage determinations
pay close attention to the question of the "ability of the growers to pay." We do
not believe that the financial and profit position of the growers should be of
decisive consideration in shaping the size of wage determinations, but if there
is any question about the general position of the growers who represent the
bulk of acreage and output in this highly protected industry, a few central
figures should dispel any misapprehensions. First, it is worth recalling that
large landowning and processor Interests go hand In hand. Outstanding In this
respect, in Puerto Rico, is Central Aquirre, with its landowning affiliate,
Luce & Co. Further confirmation of the same fact can be seen by looking at
the distribution of production by mills in 1960 and 1961. Note that the tendency
Is for greater concentration.

8 Sixth Federal Reserve District, Monthly Review, January 1962, p. 3.
a Ibid.
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'irodation of srupar In J'1iilor Rico by mills'
Ishort towhs, W,, biwil~

NI III 1 1III

Aguirre & AIoclates ........................................................ &o,10 .46, 411(I6Gluanionl ..................................................................... )1, 305 1 I, 198
MAercedits ................................................................... 78, 83 88,174
colo7o ................................................................... 72, 007 73,84
Plate .................................................................... 82, 949 62, 7Faja~rdo ..................................................................... 47, 819 U! W97
Iqualilad ................................................................... . 43. 29 8I, 2087

Total .................................................................. 494,. M01,98
Percent by 7 mills of total Puerto llean production ......................... 49 81

I Manual of Sugur Stalistics, 10, p. 3. As.ociRtion of Suitr producers of Puerto lilco.

Over the years these interests, in which there is substantial mainland capital,
have certainly prospered. They have assumed they are "entitled" to profit
rates at least equal to those prevailing on the mainland, and their vast sugar
plantation holdings have been highly Instrumental In achieving this goal. Ltest
proof that investment funds find the sugar industry of Puerto Rico attractive is
the oplolarance on the Puerto Rican sugar st'ie of the Ilrewer Interests which
are heavily involved in the sugar industry of Hlawali.

Further evidence on the concentration of landowning and control in Puerto
Rico is provided by these figures: in 1000 8&.2 percent of the raw sugar was
Iurolum'ed by 12.3 percent of the farms.'1  This means a numerically snall
group hire the great bulk of the field labor. Implicit, too, Is the fact that sub-
stantially higher minlinu wage rates would not entail higher payrolls for the
numerically important farms which account for a small total acreage (those of
5 or less acres), for they do not hire labor. In fact, to the extent that their big
farm "competitors" have to pay more for canefleld labor, the cost disadvantage of
the small farmer-and this would go somewhat above the l-acre holdings--would
be reduced.

As is well known, Florida cane Is grown on large plantations. The USDA
figures show that there are only 13 farms producing cane in Florida, and con-
sidering the size of the output there con be no question as to the earnings and
profits of these concerns

PRODUoTIVITY AND REAL WAGES

Since 190, in terms of man-hours per acre of cane, labor productivity has
risen nearly 40 percent In Puerto Rico, and the rise in Louisiana and Florida has
been even more Impressive." At the same time, however, real wages of cane-
workers in Puerto Rico have risen only 12 percent. Turning to chart II, we can
see that the spread between productivity and real wages has been growing each
year since 163 with the exception of 1958, Since 1959, the trend has become
accentuated. Note here that the Oonsumer Price Index for Puerto Rico has
been steadily moving upward so that even by the USDA criteria, there has not
been the slightest semblance of "fair and reasonable" wages.

In the mainland cane areas, the trend of productivity has been the same, only
more so. In Florida, productivity in the period 1950-60 rose by roughly 150
percent, but this almost incredible rise in productivity has been "matched" by
only a 34 percent Increase in real wages.u

In Louisiana, real wages rose by 34 percent, but productivity during the same
period rose by about 125 percent. The gain In productivity, which has meant
lower production costs in every cane area on the mainland and In Puerto Rico,
has never been passed on to the workers who have contributed in large measure
to the gain. Even the sugar industry makes no bones about the facts:

"Summarizing for all areas, reductions in man-hour requirements were made
in every field operation but the most significant savings were accomplished in

T6 LA Industria Asucarera EK Su Fase Agricola. passim.
"1 Productivity measures for the period are derived from the average 1nrease of 15

percent for Florida and 12.51 percent for loulslana which are given In "Labor Productivity
on Surarbeet and Sugarcane Farms In the Uutted States." Sugar Reports, November 1961.
u ]bld.
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cultivaltIon lid harvesting. Theme siviligst are tit1e in part to the inereiisling
lperveiiages of acreago zne.hanlealiy thinned and inechanically harvested." "

Most inllmorlalnl, note that it is lo'crisely in Ihe areas of cultivation anid harvest-
lIg that wages have beau atid conlllime to lie tit levels wlIch aiy reasonable
persmi would call "unreaisnmable."

7l11 NtITUAIARWORK1C01S AS tiOIIAN'A5--"TI'l: MOST ISOiA..I) AND FOR00InI'FN .OPI ,
IN AMIVA"

The "Ilairvest of 81ane," wlich mc) aptly describes the conditions under which
nilgritnt forntworkers In this country live anti labor, also applies to the sugar-
worker. For he, too, in many cases, falls under Ihat Ubiquitous term which
categorizes Anierit's most downtrodden and unprotected. For example, within
the Sixth Federal Iteservo District alone, there are roughly 85,000 nigrant
workers, earning an annual income of less than $700 and with virtually none
of the protections given the urbmn worker." In Forila, where the present
"boom" in sugar Is expected to result In at 250 percent increase in sugar acreage
by 1060, inany migrants have been employed in the caneflelds. With the USI)A
l)licy of keeping sugar wages as low as the prevailing farm wage in the area,
It is undlerstandable why the growers ind it profitable to employ migrant labor
in the eaneflelds. Even with mechanization, the plight of the migrant continues,
and one of the principal reasons Is summarized in the comment of the Federal
Ileserve's article on southern migrants:

"Farhers have hiud little incentive to substitute machinery for this low-cost
hand labor. Unlike havesting equipment that Is expensive for farmers to keep
up even when not In use, migrant workers Lost the farmers nothing when
unilluployedl ." "

The previously cited figures on Florida caseworkers' productivity-1 0 percent
Increase in the Imt 10 years--lispels any argument with reference to what is
due them, and the needs of these workers with annual earnings less than $700
Is obvious. Finally, it Is clear that the problem of the migrant worker cannot
be alleviated without the efforts of the Government. For the effect of poverty
is to breed more poverty. Impoverished families, whose livelihood Is dependent
on tie USDA determination of the growers' "ability to pay," inevitably produce
more ill-clad, undernourished, and poorly educated migrants, who, like their
pi rents before t hem, are unable to escape the vicious eyele.

COLLECTIVE DAROAININO FOK SUOARWORKRS

Sugarworkers In continental United States are excluded from coverage under
Federal law which guarantees industrial workers the right to bargain collectively
through representatives of their own choosing. The law does not forbid collec-
tive bargaining, but the growers are under no legislative compulsion to agree
to bargain. Thus, an industry which enjoys the protection of the Federal Govern.
mient Is under no obligation to bargain collectively.

This situation derives both from the great political influence of the large
growers, the masses of unemployed in growing areas, and from the organiza-
tIonal weakness of the workers. The situation is thus to some degree circular;
the workers cannot readily organize because they are not organized, and the
army of unemployed Is competing for their jobs. Obviously, one step toward
a solution lies in the adoption of amendments to Federal labor law to cover
the sugarworkers.

WHvo ARM THE IJENEFICIA ,S,?

If the workers have not benefited from the generous subsidy enjoyed by the
domestic sugar industry, who has? The answer Is: All other segments have
benefited, the big industrial users most of all.

The industrial users have grown rapidly in importance since the passage of
the first quota legislation in 1934. At that time, they consumed about one-third
of all the sugar used in this country; now they consume about two-thirds. The
ordinary domestic consumer has Increasingly purchased his sugar in the form of
bakery goods, confectionery, canned fruits, carbonated beverages, chewing gum,
and other processed items. For the industrial ,-,er, the Sugar Act has guaran-

1a Roy J. LeMngwell, "Human Relations" Sugar y Asucar, March 1962.
1" Monthly Review, loc. cit.
"3 Ibid.
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teed a profit bonanza. The following figures (from Moody's Industrials) are
profits after taxes as a percent of net worth for the companies listed for the
period 1948 through 1900:

[In percent

Company Range 1948-0

Low year IIIg year

Coca-Cola ................................................................ . 14. 8 24. 3Pei Cola ------------------------------------------------------------ 8 7. 4. 2
I la Wrfpley, Jr .............................................. ..... 13. 0 21.0

National Biscult ............................................................. 10.7 15.3
Hershey Chocolate .......................................................... 10.8 30.0

That section of the Sugar Act (sec. 201) which establishes the criteria to be
used by the Secretary of Agriculture In determining the overall quota of sugar
for consumption purposes, provides that the "determination shall be made so as
to protect the welfare of consumers and of those engaged in the domestic sugar in-
dustry by providing such supply of sugar as will be consumed at prices which
will not be excessive to consumers and which will fairly and equitably maintain
and protect the welfare of the domestic sugar industry * * 0."

The above profit figures demonstrate that the Secretary has certainly protected
the welfare of these large sugar users, who, together with similar industrial con-
cems, consume two-thirds of the entire sugar supply. Obviously the price of
sugar has not been excessive.

Profits of sugar producers and processors have been adequate and assured.
They have benefited from an assured market and a stable price. Now, under
the circumstances of expanding domestic quotas, their outlook for the future is
even better.

Rosy prospects for the domestic growers and processors are indicated by the
"Special Study on Sugar" prepared for Congress this year by the Department of
Agriculture. Projections made by this study group led them to the conclusion
that "the domestic sugar industry has a substantial capacity to expand at present
prices for sugar crops and present price relationships with competing crops."'

And "at prices and price relationships that have prevailed In the recent past,
domestic sugargrowers have the capacity to produce over,8 million tons by 1970
compared with 5 million tons in 1959-the base year for these projections--and
the estimated 5.7 million tons in 196.11

, O90WERS HAVE RECEIVED MANY MILLIONS IN SUGAR PAYMENTS

The Sugar Ait entitles the beet and cane growers to certain payments in return
for their observing the quota requirements and the child labor and wage payment
provisions ot section 301. The payment varies from 80 cents per hundred pounds
4 raw sugar on farms producing a smali tonnage to 30 cents per hundred on farms
producing a large tonnage.

The big HaWaliplantations receive paymnen ts at the minfium rate, while the
small beet farms and small canegrowers In Louisiana receive the maximum. This
results in a highly anomalous situation; the area which pays the highest rate of
wages receives the lowest rate of sugar payments, while the areas which pay the
lowest wages receive the highest sugar payments.

Many growers who pay less than $1.15 per hour, the present Fair Labor Stand-
ards Act minimum, are nevertheless receiving payments from the Federal Treas-
ury. , We think that if the industry is to be subsidized, the subsidy should vary
with the level of wages paid-the higher the wage, the higher the sugar payments,

Over the years during;which such payments have been made (1934,80), they
have aggregated $1,341 million. This enormous sum has been paid to the In-
dustry out of the Federal Treasury at the same time that, tha industry has beeb'
paying the miserable wages described abole. .

l' OpdCt p. 3.' ' , )
rI Ibid.et;Pa.

Source: For 151-59, "A gricultu ral Statistics," 1900, pp. 50 and 547; for 1934.50,_'House Hearing on E, tenale ~~o f. at Act," Committee on W.iulture, serial J, p. 81.
The figures for the years 1034-50 Include Sugar Division adminratVatlve expenses.
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Far more significant is the quota premium-famounting to $10 to $20 billion
over the years since 1934-which arises out of the maintenance within the
United States of a price which is higher than the world price. Both the
domestic and the foreign producers have been benefiting from this price
differential.

Our complaint is not with the existence of the subsidy. We recognize that
the long-run stability of the industry depends on the maintenance of a domestic
price which is higher than the world price. Our complaint is that an industry
which enjoys such a subsidy has not been compelled to pay a decent minimum
wage to the workers who produce the sugar.

We estimate that in 1960 foreign producers alone received a windfall from
the quota premium (the difference between the domestic price and the world
price) amounting to $180 million. To raise wages to the statutory minimum
required by Fair Labor Standards Act, we estimate, would cost only about $30
million per year. This estimate is based on Department of Agriculture figures on
man-hours worked and assumes that all fieldworkers are entitled to the present
Fair LRbor Standards Act minimum of $1.15 per hour.

The U.S. Treasury, under the terms of the present Sugar Act, already derives
a profit from the act's operations. Receipts from the excise tax levied on the
processors exceed sugar payments to the growers by some $25 million a year.
This amount, too, should be considered in devising a means to bring sugar work-
ers' wages up to the minimum. This sum alone Is almost enough for the
purpose.

In view of the windfall which foreign producers for the American market
receive from the quota premium, in addition to the income from the excise tax,
we believe that by exercising some imagination in redrafting the wage provi-
sions of the Sugar Act, the necessary increase could be paid without hurting
the domestic growers in the least.

It is quite obvious that funds are available or could readily be found within
the operations of the Sugar Act, to assure all sugar fieldworkers a truly fair and
reasonable wage.

Franklin Roosevelt enunciated the basic policy: that an industry which re-
ceives a Federal subsidy should pay an American wage. The time is long since
overdue to apply this principle to the sugar industry.

WHAT WE PROPOSE

The Sugar Act should be amended to provide-
1. That sugar compliance payments be made conditional upon a willing-

ness on the part of the grower to recognize a bona fide union as the collective
bargaining agent of the fieldworkers whenever it represents a majority of
the work force.

2. That consideration should be given to raising the minimum compliance
payment particularly in those areas which pay the Fair Labor Standards
Act minimum.

3. That the Sugar Act be amended to require payment of Fair Labor
Standards Act minimum wages to fieldworkers, and to provide the appropri-
ate compensatory payments to the growers. In the areas where wages are
lowest, the time period might need to be longer than in areas where wages
already come close to the minimum, but In no instance should the time
period exceed 3 years.

4. That the Secretary of Agriculture be required to make an annual re-
port to the appropriate committees of Congress showing how the fieldworkers
have fared with respect to wages and working conditions, and that he be
charged with the duty of effective enforcement of the program.
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WASHINGTON, D.C., June 20,1962.
Hon. HARRY F. BYRD,
Chairman, Senate Finance Committee,
&ciate Office Building, Washington, D.C.

M DEAR SENATOR: As attorney for the Panama Sugar Group known as
Asoclaclon Nacional de Azucareros, I am taking the liberty of addressing you
in behalf of this organization concerning their views on H.R. 12154 (sugar bill).

In view of the limited time for the conducting of the hearings on this legislation
before your committee, I am attaching hereto a copy of the presentation that I
made in behalf of a 15,000-ton quota for Panama, before the House Agricultural
Committee, and respectfully request that the same be made a part of the formal
hearings held before your committee on this bill. I assure you that favorable
consideration of this request and the printing of the Panamanian position on this
all Important legislation in the official record of the testimony taken, will be
greatly appreciated.

Kindest personal regards to you always, I am,
Sincerely yours,

WESLEY E. McDONALD, Sr.

Mr. Chairman, members of the committee, my name Is Wesley E. McDonald.
I am a practicing attorney In the District of Columbia and State of Virginia,
and I appear this morning before your committee to speak for and In behalf of
the Panama Sugar Group. The organization I speak for is wholeheartedly
opposed to those provisions of H.R. 11730, insofar as they affect the producers
of sugar in foreign countries, with a special reference to the so-called global
quotas as opposed to the present longestablished principle of country-by-country
quota alocations. This group thoroughly agrees with the sentiments of the
chairman as expressed In a press release of May 14, 1962, regarding global
quotas and recapture of premiums. Global quotas are, In effect, no quotas.

The economic stability of Panama Is of special concern and consequence to
the United States because of the very unique and Intimate relations existing
between our two countries and because of the special economic interdependence
of the Canal Zone and the Panamanian community. As a result of this un-
paralleled relationship, any condition of unemployment, unrest, or economic
dislocation in Panama, should be of great interest to the Government of the
United States.

The fact that Panama's unique type of economy depends by tradition on its
geographical position and on the operation of the Panama Canal has become a
cause of serious concern to both governments. In recent years determined ef-
forts have been made to achieve a productive self-supporting economy for
Panama that will relieve the Panama Canal operation of its heavy responsi-
bility for the well-being of the Republic. These efforts are exemplified by the
programs of various international agencies, but more particularly by the effec-
tive work of the ICA (point 4) mission to Panama and other direct assistance
rendered by the U.S. Government. These efforts have produced such concrete
results in stimulating agricultural production that the time has come to organize
foreign markets for a portion of this production.

As an integral element in this program of reorienting Panama's economy it
Is considered that the most urgent necessity to the success of the program is
now the securing of a very small export sugar quota of 15,000 tons a year of
direct consumption (refined) to be provided to the U.S. market; the vital in-
portance of this quota is emphasized by the following considerations:

1. Sugarcane is a basic raw product and is the second most important agri-
cultural industry in Panama, being surpassed only by the cattle Industry. It Is
one of the few agricultural products easily adaptable to local conditions and Is
produced by thousands of small farmers.

2. It is the policy of the Panamanian Government to discourage (and actually
to prevent) any increase in processing facilities for sugarcane. Sugar production
Is, however, one of Panama's most Important traditional industries, and the
present plants have been developing with Increasing efficiency. However, with-
out an assurance of a quota from the Unlt"_ States It is impossible to compete
with the depressed prices which are caused largely by the dumping that elxsts
In the world's markets.

3. The present difficulty Indicates that the Industry may be obliged to curtail
its production to the demands of the local market. This, in turn, would mean
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that thousands of sugarcane farmers (colonos) would be deprived of their means
and livelihood. This situation could create great social unrest.

4. The capacity of the sugar mills in operation is 42,000 tons and the industry
will be compelled to operate, if Panama does not get a quota, at about 65 per-
cent of capacity due to the fact that only 26,000 tons call be marketed within
the Republic of Panama. If our request for this quota receives favorable con-
sideration it will greatly hell) Panama to improve its present unemployment
situation.

5. The sugar mills and sugarcane fields represent one of the largest invest-
ments In Panama, approximately $20 million, and is the result of more than 45
years of effort.

The following statistics clearly indicate that the trade balance between the
United States and Panama is a most unfavorable one for the latter.

F.o.b. value In dollars

Importation Esportatlon
from United to UnitedStates States

1957 ......................................................................... 58,474,25 21,097,488
195 ......................................................................... 51 , 7 20,273,879
190....... --------------------------------------------------- 51,201,244 21,541,688
1960 ......................................................................... I 56,16 ,8 M 1, 740,7
1961 January-October ......................................... .. ''.'... 50, 740, 869 16,722,126

1 Preliminary figures.

An exportation or quota to the United States of 15,000 tons of Pananianian
sugar would reduce this unfavorable trade balance by $1,400,000, and, al effort in
this direction should be made bearing in mind that Panama has for years pur-
chased all of its corn and rice from the United States to supplement its own
production, as well as 95 percent of all flour consumed. In the last quarter of
1962 Panama will place in operation its first flour mill and will be purchasing
from the United States in addition to the corn and rice In the neighborhood of
30,000 tons of American wheat per year.

It must be recognized by this committee of the Congress that sugar production
has been a most vital factor in raising the standard of living in the rural areas
of Panama where in some places one finds the lowest yearly income in the entire
Western Hemisphere. The average wage and productivity prevalent in the sugar-
producing areas are proving of great assistance and are reflected in other agri-
cultural and processing activities in these areas.

An export quota of 15,000 tons yearly direct consumption would save Important
agricultural areas from serious economic dislocations and would Implement in
the most efficient possible manner the enunciated U.S. policy of assisting Panama
to achieve economic independence from the canal by converting to an economy
of self-production. Panama feels, that notwithstanding the fact that up to this
time it has no special agreement with the United States similar to the one that
exists with the Philippines for the purchase of sugar, it is of the opinion that
it should be accorded the same consideration and treatment as is now given the
Philippines in the matter of the importation of sugar into the United States.

Mr. Chairman, we have carefully refrained from belaboring this committee
with a long presentation. We have endeavored to present to you in as concise
form as possible the real reasons in support of our request for a very small quota
of 15,000 tons for a friendly country as Panama whose relations are so closely
Interrelated in every way with our own.

Congressmen, this is one country where a small quota will go a long way.
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U.S. SENATE,
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS,

June 21, 1962.
Re Sugar Act Amendment of 1962.
Hon. HARRY FLOOD BYRD,
Chairman, Senate Finance Committee,
Senate Office Building, Wa8hington, D.C.

DEAR SENATOR BYRD: Your committee now has under consideration House
passed amendments to the Sugar Act of 1948. In the interest of Kansas agricul-
ture and In the interest of the overall economy of our State, I wish to call to your
committee's attention several features of the bill which warrant committee study
and amendment.

The recently approved farm bill will have a grave impact upon the economy of
Kansas. As this Nation's greatest wheat producing State--Kansas produces
about twice as much wheat in value as any other State and maintains the second
largest grain storage capacity-it must anticipate that the proposed limitations
on wheat production and storage will have significant implications for that seg-
ment of our economy.

It is imperative that the action of this Congress not compound this negative
influence by limiting the opportunity of Kansas farmers to seek other ways to
profitably utilize their land, their ingenuity and their industry.

To this end I recommend that your committee give serious attention to the
following:

1. The domestic share of quota sugar should be maintained by requiring that
deficiencies be reallocated among the domestic growers. The House bill provides
that any deficiencies--and based upon past experience there are certain to be
deficiencies-must be assigned to foreign growers. The integrity of the domestic
allocation should be protected.

2. The domestic share of the growth factor should be substantially increased.
This share has been increased to 63 percent in the House bill, but a greater
share is Justified. I do not take Issue with the basic allotments but I do believe
that our domestic growers and processors have a right to expect that they
will participate along with other segments of our county in our Nation's
economic growth. What Justification is there in restricting this group to only
a 63 percent participation?

3. The provision of the House bill governing the assignment of acreage allot-
ments by the Secretary of Agriculture is vague and inadequate. This condition
should be corrected in two ways. First, allocations to new producers should
begin next year. Unless this Is done, new processing facilities will not be
provided and new domestic growers will hesitate to initiate planting for lack of
processing facilities.

Second, and most important, the bill should require that the Secretary of
Agriculture give priority in the assignment of acreage allotments to those areas
where land has been retired under Government compulsion as a result of the
production of surplus commodities.

I see no justification for the Secretary of Agriculture making acreage allot-
ments to areas which are not now producing surplus commodities while other
Government agricultural programs are paying huge sums for land retirement.
Priority should be given to reducing this Government expense and Improving
farmer income by utilizing domestic sugar acreage allotments to return retired
land to alternate crop use.

I regret I was not able to present these views to the committee personally,
but will appreciate having them made a part of the committee's record.

Very truly yours,
JAMES B. PEARSON, U.S. Senator.

STATEMENT BY ROBERT M. HERE, CHAIRMAN, AGRicurTua COMMITTEE, SOUTH-
WESTERN OKLAHOMA AREA DEVELOPMENT ASSOCIATION

Mr. Chairman and distinguished members of the Senate Finance Committee,
I would like to ask that this statement be included in the record as evidence of
the feelings of the members of the Southwestern Oklahoma Area Development
Association. Our not being there in person does not mean that we have lost any
of our enthusiasm and fight for beet allotments in our area. We have experi-
enced an extraturbulent June. Farmers In almost all areas here have had hall
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(that Is spelled "h-a-i-I," but it could very easily and appropriately be spelled
another way). We do not have any paid members or lobbyists in our organi-
zation, and the short notice caught us when we were trying to get our crops
planted again. However, we are wholeheartedly in favor of expanding quotas
and acreages of sugar-producing crops, both beet and cane, in the United States,
to be grown by the American farmer. We feel sure that this would help the
American farmer, and we also believe that it would help all Americans for the
following reasons:

1. Help somewhat to stop the flow of gold from our land.
2. Help reduce Government storage costs by growing a crop not in the position

of being supersurplus, such as wheat and feed grain.
3. It would create new Jobs. The building of the processing plants alone would

create jobs for the lumber, steel, concrete, transportation, petroleum, rubber,
automotive, and oter industries too numerous to mention. Upon completion of
the plants would come other Jobs based on related industries, feedlots, etc.

We feel that these things would help the economy of the United States and
that the benefits would far offset any ill effects of increased acreages here. We
farmers of Oklahoma have organized to try to help ourselves through the sting
of the present squeeze. We have valuable, irrigated land idled by lack of allot-
ments. We aren't lazy; we do not want to be paid for not producing. We have
the know-how to produce coupled with the desire. We now need the green light
from Congress telling us to go ahead to produce. You might say, "Well, you have
the go-ahead because there is no acreage control." However, we have contacted
every plant within economical hauling distance, and they could not help us, be-
cause they were already operating at capacity.

Gentlemen, the agriculture industry still represents the largest industry in
America. It is the largest user of steel and petroleum products. The economy
of the Nation cannot long stay healthy without the farmer prospering, also.
Many farmers are now being forced from their farms, and the majority of those
left are not enjoying the economic status that most segments of our population
today are enjoying. We ask you for favorable legislation to help us get into the
sugar business. We ask for expanded quotas and new growing areas, and the
right to get a new mill built in our area.

On behalf of the farmers in southwest Oklahoma and north central Texas, I
thank you.

STATEMENT SUBMITTED ON BEHALF OF THE SUGAR PRODUCEaS OF GUADELOUPE AND
MARTINIQUE BY WALTER STERLING SURREY, COUNSEL

This statement Is submitted by the undersigned, Walter Sterling Surrey, as
counsel to the sugar producers of Guadeloupe and Martinique for consideration
by the Senate Committee on Finance in the hearings on H.R. 12154.

In the interest of conserving the time of the Finance Committee, we are sub-
mitting this statement for the record rather than asking that time be given for an
oral statement. However, in case there are any questions as to any portions of
this testimony, we hold ourselves in readiness to answer such questions and, in
fact, request the privilege of so doing.

There is also submitted herewith a modest booklet containing the pertinent
economic facts concerning Guadeloupe and Martinique as sugar suppliers to the
United States. The purpose of this statement is to summarize briefly the salient
facts presented in greater detail in the booklet.

The sugar producers of Guadeloupe and Martinique are not newcomers in the
supply of sugar to the United States. During the emergency of World War II
and the difficult supply situation created by the cutting off of Cuba as a source
of sugar for the United States, beginning in 1960 and continuing through the
present, the sugar producers of Guadeloupe and Martinique were called upon to
provide sugar to the U.S. consumers.

This is not surprising. The islands of Guadeloupe and Martinique are In the
Western Hemisphere and clearly among the most accessible sources of sugar for
the U.S. market. Together with Puerto Rico and the Dominican Republic, they
form a nearby certain source of sugar just as available to the east coast refiners
as was Cuba.

Secondly, being sugar economies there is no question of their ability to supply
a given amount of sugar to the U.S. market. Not only can these islands pro-
duce sugar for the U.S. market, they are also capable of storing it. They can
thereby contribute to the stability of the U.S. sugar market by being able to
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supply sugar quickly to meet sudden demands for sugar consumption in the
United States. This is of primary importance to the maintenance of a satis-
factory price level for sugar in the U.S. market. Consistent reliable supplies of
offshore sugar are necessary to maintaining a satisfactory economic domestic
sugar industry.

Thirdly, these producers have not only had experience during the period of
emergencies in supplying sugar to the U.S. market, but they have proven their
willingness to do so even when it meant foregoing better prices. Thus, during
World War II, the sugar producers of Guadeloupe and Martinique did not take
advantage of potential sales in the higher priced wartime world market, but
shipped a most significant amount of sugar to the United States at U.S. prices
during the entire period of the war years. In actual fact, during those years
the producers of Guadeloupe and Martinique shipped more than double the
amounts shipped by any other foreign country, with the exception of Cuba.

More recently, beginning with the period when Cuba was cut off as a source
of sugar to the United States, these islands declared their willingness to supply
185,000 short tons to the United States in 1961 and Increasing quantities each
year up to a total of 230,000 tons in 1965 and 280,000 tons by 1970. In Novem-
her of 1960, these same producers had offered a firm 170,000 tons to the United
States for shipment in early 1961.

The United States took partial advantage of this offer. Guadeloupe and
Martinique received two purchase allocations in 1961, one for 25,000 tons and one
for 50,000 tons. In 1962, they received one authorization-5,000 tons.

Shipments of this sugar during 1961 and 1962 were made rapidly to meet
U.S. needs, and were sold primarily at an average price; that is, without regard
to price to avoid any delays that might be encountered by price bargaining or
by holding back on shipments for price advantages.

The experience that the sugar producers of Guadeloupe and Martinique have
gained in supplying the U.S. market tempts the question as to whether they are
only to be called upon to meet U.S. emergencies, which they have done without
hesitation, or whether they should now be placed In a position of being able to
plan on a long-term basis, to provide sugar to the U.S. market in known
quantities.

An opportunity to supply a portion of the U.S. sugar market on a regular
defined basis is of the utmost significance to the economy of these islands. They
are located in what may well be termed the offshore Caribbean sugar bowl of
the United States, where together with the other islands of the Antilles they, by
reason of their climate and geographic situation, are essentially dependent upon
the production and marketing of sugar for their economic existence.

The geographic factor is not only of Importance ot the United States in terms
of developing a long-term nearby source of sugar, but is critical to the economic
development and well-being of these islands. Nature has given them no choice
but to rely almost entirely on agriculture as the source of their economic devel-
opment, and of all the agricultural products that can be most effectively pro-
duced, sugar is clearly the predominating product-the product that determines
the status of the economy of the islands.

In these circumstances, it is clear that these Islands cannot develop eco-
nomically, as they should, if they cannot be assured of a reasonable and long.
term quota In the U.S. market.

Insofar as these Islands are concerned, any question as to whether any sales
in the U.S. preferential market are of real benefit to the economy of the supplying
country, can be answered with assurance. In the case of the islands of Guade-
loupe and Martinique, it can be stated without qualification that the benefit of
sales in the U.S. market go principally to the workers, both in the fields and in
the factories. The sugar economies of these islands offer an outstanding example
of the benefits of trade being spread among the largest population groups. For
example, salaries of canefield workers and sugar factory workers add up to the
equivalent of 54 percent of the earnings realized from sugar and sugar products
exports. Basic rates for field workers and mill workers average between $2.20
and $2.40 U.S. dollars per day, and including social security benefits, these wages
go as high as $3.50 per day. The wages reached this high level, unique for a
sugar economy, at the time the French Wett Indies received U.S. purchase allo-
cations in 1961.

Moreover, small sugar planters, the 2-acre independent farmers-the back-
bone of the sugar growing resources of Guadeloupe and Martinique-received
additional benefits from higher export prices.

r
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If the benefits of the U.S. market are not made available in some measure to
the peoples of these islands, the policy of increasing wage scales will necessarily
run into serious economic difficulties. On the other hand, if they can be assured
of a satisfactory market In the United States over a long period of time, the
islands will be able to rely upon and continue their program of increased wages
and other benefits to the peoples of the islands.

These factors have been recognized by the U.S. Government. Thus, the re-
ports of the U.S. consul to Guadeloupe and Martinique have established that
sugar is the backbone of this essentially agricultural economy and only through
better prices and expanding markets for Its sugar exports can the Islands satisfy
the "revolution of rising expectations."

Any question as to why these Islands, which are closely bound to Metropolitan
France, cannot rely on the French market for the sale of all their sugar should
be considered in the context of the following factors:

1. While Metropolitan France takes a significant part of the production of
sugar on Guadeloupe and Martinique, the availability exceeds significantly the
amount of sugar that France can absorb from these Islands, primarily because
former colonies of France are no longer available as markets;

2. Population Increases in the islands require expansion of the sugar industry
Just to keep pace with the population growth; both of these trends are in excess
of the rate of growth of the French market;

3. The natural trade area of the islands is with the United States; the United
States Is clearly the economic market for sugar produced on the islands and the
United States Is equally clearly the source for many of the goods required by the
islands;

5. It is possible that in the course of time these islands will seek and achieve a
greater measure of Internal self-administration. Since they are in the Carib-
bean, they will naturally require closer economic relations to the United States
and its Western Hemisphere policies.

The basic factors which it is suggested the Senate Committee on Finance
consider with respect to supporting and increasing the quota assigned to the
islands of Guadeloupe and Martinique under the House bill are-

1. Location, easy availability, and storage facilities;
2. Past history of deliveries to the United States, including the emer-

gency of World War I I and the 1960-62 period;
3. Past trade relations with the United States and future trade potential

as well as future political developments; and
4. The need for the islands to be able to undertake healthy economic

planning by knowing now the quantities of sugar which they will be
privileged to supply to the United States over the next 5 years.

EMBASSY OF THE ARGENTINE REPUBLIC,
OFFICE OF ECONOMIc COUNSELORS,

Washington, D.C., Juse 2, 1962.
Senator HARRY F. BYRD,
Chairman of Finance Committee,
U.S. Senate, Washington, D.C.

DEAR SENATOR BYRD: I have the pleasure of sending you attached hereto
a copy of my letter to Mr. Herbert May, Deputy Assistant Secretary for Inter-
American Affairs of the Department of State, in which I inform him that the
Argentine Republic has 50,000 tons of sugar available for export to the United
States, for delivery during the second semester of 1962.

The trade statistics contained in my letter to Mr. May emphasize the pro-
gressive deterioration of the terms of trade between the two countries. If
the Argentine Republic is to continue its traditbnal purchasing patterns In
this market, it will be necessary not only to increase it# present exports to this
market, but to find new products to sell here. ,

The exportation of some Argentine sugar to this market could constitute a
regular source of dollar exchange, indispensable to increase our purchasing
power. It should be recalled that in the past a considerable amount of the
capital equipment required to Industrialize our economy, has been purchased
in the United States.

Thanking you for your kind attention, I remain,
Sincerely yours,

Ar-azDo J. GiRELLi, Economio Counselor.
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WASHINGTON, D.C., June 5, 1962.
Mr. HERnnT MAY,
Deputy Assistant Secretary for Inter-American Affairs.

DEAR MR. MAY: I wish to acknowledge with thanks your letter of May 23,
1962, referring to the request of the Government of the Argentine Republic
to obtain an import authorization to export sugar to this market during the first
semester of 1962.

1 take due notice of the reasons why it was not possible to allocate an import
quota during the above-mentioned period, and of the proposed modifications to
be introduced into the new Sugar Act, referred to in your letter.

At the same time, I have been instructed by my Government to advise the
Department of State that the Argentine Republic has 50,000 tons of sugar
available for export to the United States during the second semester of 1962,
requesting that this information be brought to the attention of the authorities
in charge of programing future allocations of this commodity.

As has been mentioned previously, Argentina is particularly interested in be-
coming a permanent exporter of sugar to this market as a positive step to alle-
viate its chronic trade deficit with the United States. The statistics which are
transcribed hereafter emphasize the urgent need for remedying this longstand-
ing problem.

U.S. exports Argentine ex-
to Argentina ports to the

United States

1957 ..................................................................... $280,310,974 $128,060,886
1912 ..................................................................... 248,109, 32 131,475,981
1959 ..................................................................... 229,801,702 124,448,708
1960 ..................................................................... 347,185, 146 98, 773,684
1961 ..................................................................... 422,389,992 101,178,863

Yours truly,
ALFIEDO J. GiRELu, Economio Counselor.

Nw YORK, N.Y., June 21, 1962.
Hon. HAnY F. BYRD,
Chairman, Senate Finance Committee,
Senate Ofcice Building,
Washington, D.O.:

We would like to be on record with the Senate Finance Committee as being in
favor of the Sugar Act amendments bill of 1962. It is felt that this bill serves
a twofold purpose as it will aid the domestic economy and also improve Ameri-
can foreign trade. It will provide domestic sugar producers with a greater share
of the U.S. market and thus stimulate employment. It will also strengthen our
trade relations with free world countries, such as Australia, if greater amounts
of raw sugar are permitted to enter the United States. This will enable Australia
and other oversea sugar producers to purchase increased quantities of goods
made in the United States and will also aid domestic employment.

JOHNS MAN VILLE,
CLINTON B. BuRNTT,

President.

Text of message received by Embassy of El Salvador on June 22, 1962:
"A basic quota of 20,000 tons sugar is essential for the economical and social

development of our country in lt4eping with the spirit of the Alliance for Prog-
ress. El Salvador is greatly distressed over the possibility that United States
adopt a global quota system which would be disastrous for Latin America. I
consider It necessary U.S. Senate be informed contents this message.

"JuLIo ADALBERTO RIVERA,
"Pre~ident-elect of El Salvador."
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STU~NT, FLA., June 20,1962.
Re sugar quota, British Honduras, Central America

Hon. HARRY F. Bvnn,
Chairman, Sencte Finance Committee,
Senate Office Buadtng, Washington, D.C.

D.AR SENATOR BYRD: As you know, the British Honduras Government is asking
for a 30,000-ton sugar quota to be scheduled as follows: 1964, 5,000 tons; 1965,
10,000 tons; 1966, 20,000 tons; 1967, 30,000 tons.

This requested quota would be only three-tenths of 1 percent of the 9,700,000
tons, the total consumption estimated for the United States. Or, If the provisions
of pending legislation are followed, foreign nations will probably be assured of
supplying slightly more than 40 percent of the entire U.S. requirement. Then,
the projected quota for British Honduras In 1967 would equal to only eight-tenths
of I percent of the entire foreign quota.

I was disappointed to learn that the House Agriculture Committee had recom-
mended a quota of only 10,000 tons.

In 1961 British Honduras purchased more than $7 million worth of products
from the United States and we (the United States) only purchased $1 million
worth of products from this pro-American English-speaking country. The
30,000-ton sugar quota alone could contribute more than any one other item to
balance the trade and help balance their budget. By the sugar quota, we do not
have to grant or give aid-here we are getting something In return.

Other reasons we should support a sugar quota of at least 30,000 tons are-
(1) In time of war or national emergency, sugar could be transported

overland through Mexico.
(2) As a matter of equity, and above all to pro-American nations, we

should permit these nations to participate equitably In the quota.
(3) As a means of encouraging economic development of British Hon-

duras, this sugar quota alone will create many jobs. So that these people
can help themselves to recover from the great losses sustained from Hurri-
cane Hattie, a portion of the sugar quota has already been earmarked for
distribution to 300 local farmers encouraging the capitalistic form of gov-
ernment.

(4) A quota of at least 30,000 tons is necessary to make the Installation
of a modem sugar mill economically feasible.

(5) And, most Important, it will help reinforce the bulwark against
communism:

I respectfully request you to support a sugar quota of at least 80,000 tons for
the many reasons outlined above.

Sincerely yours,
0. D. AaDORGAST, Jr.

[Cablegram I

SANTO DOMINGO, DOMINIoAN RriunLIo, June 28, 1968.
A representative cross section of the Dominican people Is Justly worried over

the way hearings on the Sugar Act are going. If the new and harmful bill Is
passed as now proposed, it would bring about an economic crisis In our country,
which is In the first stages of recovering from a long distatorship that crippled
our economic, moral, and social standards.

The Association of Dominican Industries, of which sugar is the mainstay,
advises the honorable representatives of the American people that our country
has a historic right to ask for a more humane understanding of our problems.
From our powerful ally, to whom we sold our sugar during the last war, at
normal and nonspeculative prices, as a contribution to the triumph of democracy
In the world. Now that the Dominican people have the brilliant opportunity
to erase past hurts and to start a new life, we believe that the great northern
democracy will not close up to us our most important source of income, repre-
sented by sugar as our chief product.

AssocuATzoN or DOMINICAN INDUSTRIES,
HoiAoio ALVAREZ S.,

Present.
HOMEMo Ho2MMAN S.,

Secretary General.
85601-42-27
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WASHINGTON, D.C., June 20, 1962.
Hon. HARRY FLOOD BYRD,
Chairman ol the Senate Committee on Finance,
Senate Office Building, Washington, D.O.

DEAR SENATOR BYRD: This letter is to inform you that the sugar industry of
Ecuador, in general, strongly favors the passage of the sugar bill now before
the Senate, as was approved in the House of Representatives. However, Ecua-
dor feels that she should be granted a permanent basic quota of 50,000 short tons
instead of the 30,000 tons recommended.

As you know, Ecuador is now actively participating in the Alliance for
Progress program, which stresses self-help. The additional dollars received into
our economy would help a great deal toward making our program a success.
The 50,000-ton basic quota would enable us to employ 2,000 more people.

I should like to add that all the machinery used by the Ecuadoran sugar
producers is manufactured and purchased in the United States.

For the record, I should like to draw your attention to the testimony of
"Hearings before the Committee on Agriculture, House of Representatives, 87th
Congress, 2d session, on H.R. 11730, page 492, statement of I. Irving Davidson,
representing the sugar industry of Eucador."

Sincerely yours,
I. IRvING DAVIDSON,

Registered Agent, Ecuadoran Sugar Producers.

WASHINGTON, D.C., June 19, 1962.
Hon. HARRY FLOo, BYRD,
Chairman, Senate Finance Committee,
Senate Olece Building, Washington, D.O.

DEAR SENATOR BYRD: As Washington counsel for the British West Indies
Sugar Association, I wish to go on record with your committee as favoring H.R.
12154 as passed by the House of Representatives.

Under the bill as passed by the House, the British West Indies was allotted
a permanent quota of 100,000 short tons and a temporary nonquota position in
the U.S. market of 150,000 short tons. The quota for the British West Indies
embraces all the territories that are members of the British West Indies Sugar
Association, which includes British Guiana.

My testimony before the House Committee on Agriculture appears on pages
480-492 inclusive of the printed hearings on H.R. 11730. 1 have nothing to add
to that testimony except to urge that the Finance Committee adopt the action
taken by the House Committee on Agriculture and approved by the House itself
when the latter voted approval on H.R. 12154 on Tuesday, June 19, 1962.

As counsel for the British West Indies Sugar Association, I would be avail.
able for questioning but in the absence of my formal appearance, I take this
means of registering the views of my client on H.R. 12154 with your committee.

I respectfully request this communication be incorporated in the record of
hearings on the sugar bill before your committee.

Respectfully submitted.
ARTHUR L. QUINN,

Counsel, British West Indies Sugar Association.
(Whereupon, at 7:05 p.m., the hearing was recessed, to reconvene

at 10 a.m., Saturday, June 23,1962.)
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SATURDAY, JUNE 23, 1962

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to recess, at 10:10 a.m. , in room 2221,

New Senate Office Buildin Senator Paul H. Douglas presiding.
Present: Senators Douglas, Talmadge, McCarthy, Williams, and

Curtis.
Also present: Elizabeth B. Springer, chief clerk, and Serge N.

Benson, professional staff member.
Senator DOUGLAS. The committee will come to order.
The first witness this morning is Mr. G. Douglass Debevoise, who

testified briefly last evening in response to certain questions of Senator
Fulbright, and will now present his affirmative statement.

Mr.Debevoise?
Good morning.

STATEMENT OF G. DOUGLASS DEBEVOISE, PRESIDENT, SOUTH
PUERTO RICO SUGAR CO.-fRsumed

Mr. DEBEvoIsE. Gentlemen of the committee my name is G.
Douglass Debevoise. I am most grateful for the opportunity to
appear before you. I testify as president of the South Puerto Rico
Sugar Co., a New Jersey corporation, which produces sugar in the
Dominican Republic and Pherto Rico and which is owned principally
by 8,000 Americans.

I will concentrate my remarks on matters pertaining to Dominican
sugar, inasmuch as the Dominican situation presents to this com-
mittee, and to the Congress, the opportunity and challen, Io support
the recently constituted friendly government in tL. Dominican
Republic in its struggle to lead its country from despotism to de-
mocracy. I am also submitting a more inclusive written statement,
which I would ask be inserted in the record.

Senator DOUGLAS. It will be done.
Mr. DEBEVOisE. As you are aware, during the past year there

occurred a profound change in the Government of the Dominican
Republic, a change as far reaching as that which occurred in Cuba,
but without the accompanying bloodshed and without a turn to
communism.

On May 30, 1961, the Dominican Republic was freed of Trujillo.
Following a brief rule under Balaguer, the Trujillo-inherited President,
a U.S. supported seven-man Council of State, representing a middle-
of-the-road program, came into power; its members were anti-
Trujillo and are respected, responsible, pro-United States Dominicans,
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In less than 3 months the Dominicans will be electing delegates to
draft a new constitution and free democratic elections, the first in
over 32 years, are scheduled for December 1962.

The present Council of State is subject to strong attack from small
but wen-organized Communist Castroite groups ready to assume
power if the democratic efforts of the present Government falter.
The importance to the United States that the Dominican Republic
does not fall under Cuban domination is clear. Of equal, and perhaps,
greater, significance would be the repercussions throughout all of

atin America.
I do not want to reiterate to the boredom of this committee all the

arguments against the proposed 5-year progressive, a peculiar word
to use in this connection, attainment of globafquotas and the recapture
provisions applicable to the reallocation of the Cuban quota. I
subscribe to any and all effective arguments against these proposals.

I am not inclined to panic or overstatement; but I am, however,
required to give my calculated and objective appraisal of the situation.
Based on my knowledge of the situation, were the United States to
provide for any part of Dominican sugar to be sold with an attendant
recapture provision equal to the difference between the United States
and world price, the political impact on the present democratic Coun-
cil of State would be disastrous. And combining this formula with
an offer of trade as compensation-charity instead of trade, does not
make it more palatable.

The U.S.-supported Dominican Government is actively carrying
out the self-help principles of the Alliance for Progress program.

An income tax system has recently been established and the tax
laws modernized; wages have been substantially increased; an agri-
cultural reform law has been enacted to distribute 750,000 acres of
former Trujillo properties to landless farmers, with the result that
there are now over 5,000 independent sugar farmers- a home mortgage
market has been established to support low-cost housing; steps are
being taken to provide for development of small business and private
joint American-Dominican investment; and reforms to establish strong
independent labor movements are presently being studied.

In addition, the present Government of the Dominican Republic
recognizes its role as a partner in the efforts of the United States to
prevent the spread of the Castro influence in Latin Ameiica. In the
January-February 1962 meeting of the OAS, the Dominican Republic
actively supported the United States in ousting Cuba, with a speech
by the Foreign Minister of the Dominican Republic comparing the
Castro regime to the former Trujillo regime, having a strong i pact
on the other delegates.

Although, in general, I support H.R. 12154, I respectfully submit
two changes: First, the basic quotas and the reallocation of the Cuban
quota should be limited to Western Hemisphere countries and the
Philippines; and second, the quota established for the Dominican
Republic should be increased in recognition of the present political
situation in the Dominican Republic, the natural role of the Dominican
Republic in providing the United states with its offshore sugar
requirements, and the vital importance of sugar in the Dominican
economy. Let me gxve you the facts.

Sugar is the principal industry in the Dominican Republic, account-
ing for 55 to 60 percent of all wages nd salaries paid in the industrial

C .L
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sector. The sugar industry employs about 60,000 persons during the
crop season, and even during the idle season 35,000 are employed.
In 1969, the Dominican Republic exported more sugar than any other
country in the world, except Cuba.

The sugar production in the Dominican Republic is in excess of
I million tons, and unlike many of the other larger countries in Latin
America, the Dominican Republic only consumes a small amount of
its production locally and therefore must look to exports for the con-
tinued employment of its people in the sugar industry; nor does it,
as do several of the other countries now included in H.R. 12154, have
available to it any preferential market beyond its U.S. quota.

The fact is that the Dominican traditional world price market, the
British market, has been disappearing at an accelerated rate during
the last years as a result of the price-cutting tactics of the Russian
satellite countries, which are utilizing Cuban sugar obtained at barter.
In fact, the British market has now reached the vanishing point; in
1962, no sales are expected to the United Kingdom.

Of the several countries receiving major quotas under the House
bill, the Dominican Republic will have by far the largest amount of
homeless sugar after filling its proposed U.S. quota.

The question has been raised by nany as to whether the benefits
of the sale of sugar to the United States go entirely to large sugar
companies, or whether these benefits reach the people of the country.'
Mr. Chairman, in the Dominican Republic the benefits do not trickle
down to the people; they flow down to the people. They flow down
through wages and fringe benefits paid to the workers, payments to
independent farmers taxes paid to the Government, general social
progress outlays, and reinvestment in mills and equipment involving
the purchase of locally manufactured products and utilization of local
labor.

For example, in early 1962, in consultation with the Dominican
Government and in anticipation of its return to a reasonable long-
term participation in the U.S. sugar quota, substantial wage increases
were properly granted by all Dominican sugar companies. The
intended result of these increases has been to induce Dominicans
to work in the fields in place of Haitian-imported labor, thereby sig-
nificantly reducing Dominican unemployment.

The wage increases were substantial by any standards; canecutters,
up 65 percent from $0.96 per metric ton of cane cut and hauled to
$1.53 per ton; unskilled fieldworkers, not including canecutters, from
approximately $1 to $2 per day; factory workers, increases of 25 per-
cent to 103 percent, making for a minimum wage of $3.70 and going
up to as high as $8.70 per day; and salaried factory employees received
monthly increases amounting, in the lower salary scales, to as high as
80 percent.

Let me translate these increases into a single figure; the total value
of these increases in 1962 will, for our company, approximate $4.1
million. The full significance of this figure in terms of impact on our
company is best illustrated by the fact that it is greater than our
total net profits after taxes in 1961, and twice our total net profits
after taxes in 1960. In fact, these wage increases have raised the cost
of production in the Dominican Republic well above current world
market prices. Further the sales in the U.S. quota market benefit
the Dominican people through resulting substantial taxpayments to,

415
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the Government., For instance, our company pays a 'Dominican
income tax of 56 percent in addition to export taxes on sugar shipped.

Adding all this up, our company's outlays for local wages, payments
to independent farmers, and taxes will total this year approximately
$25 million.

Mr. Chairman, these are the facts; these are the benefits to the
people of the Dominican Republic from our sales in the U.S. market.
There should be. no misunderstanding. If the U.S. preferential
market is taken away, or a quota established at an insufficient level,
our U.S. shareholders will suffer; but the real loss will be that experi-
enced first by the Dominican people, then by the Dominican Republic
and then by the United States in its critical foreign relations with all
of Latin America.'

Thank you.
(The statement and charts referred to are as follows!)

STATEmENT )r G. DOUIOLASS DEBEVOISE, PRESIDENT, SOUTH PUERTO Rico
SUGAR Co., NEw YORK, N.Y.

My name Is G. Douglas Debevoise. I am most grateful for the opportunity
to appear before you. 1 testify as president of the South Puerto Rico Sugar Co.,
a New Jerse corporation, whose stock is listed on the New York Stock Exchange
and which Ts owned principally by 8,000 Americans who closely observe our
progress.

I appreciate this privilege of discussing with you the matters pertaining to
Dominican and Puerto Rican sugar, especially the Dominican, inasmuch as the
Dominican situation presents this committee, and the Congress, the opportunity
and challenge to support a recently constituted friendly government struggling to
lead its country from despotism to democracy.

Let me briefly review the present political situation in the Dominican Republic.
During the past year there has occurred a profound change in the Government of
the Dominican Republic, a change as far reaching as that which occurred in Cuba.
But the Dominican change was without accompanying bloodshed and without
a turn to communism.

On May 30, 1961, the Dominican Republic was freed of the tyrant. Trujillo.
For a brief period, members of his family attempted to continue his totalitarian
rule. Their efforts failed. With the assistance of the U.S. fleet which appeared
briefly off Santo Domingo, and after a short period of rule under the Trujillo-
inherited President Balaguer, a democratic form of government finally came to
power. That government is an interim government, ruled by a council of state
consisting of seven respected, responsible, pro-U.S. Dominicans.

The Dominicans have thus anxiously begun to travel an admittedly difficult
road to a stable democratic form of government, a road filled with many predictable
pitfalls and unpredictable barriers. In less than 2 months the Dominicans will
be electing delegates to draft a new constitution, and free democratic general
elections, the first in over 32 years, are scheduled for the end of 1962. The politi-
cal future of the Dominican people, most of whom have never experienced either
the benefits or the responsibilities of a free society, is far from certain.

There are a number of agitating Communist Castroite organizations ready to
take over if the present chosen democratic path fails. -The great majority of the
Dominican people are honestly searching for the firm establishment of a free
democratic system of government. But inexperience, bewilderment, and con-
fusion, which necessarily attend their first experience at hearing and reading
freely expressed views from any source, can lead to a vacuum of inaction. If any
such vacuum occurs, the small but well-organized Communist Castroite groups
are ready to fll it.

The importance to the United States that the present efforts of the Dominicans
besuccess ful, and that thee fforts of the opposition Communist Castroite groups
be unsuccessful, cannot be overemphasized. As you know, the Dominican
Republic occupies the eastern two-thirds of the island of Hispaniola; the western
one-third of the island being occupied by the Republic of Haiti. The island
itself is situated approximately 76 miles from Puerto Rico to the east and approxi-
mately 60 miles from Cuba to the west. It is closer to Cuba than this committee
room Is to Richmond. A
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A failure of the present government and a takeover by the Communist Castrolte
organizations, would have a direct impact on the course of the Republic of Haiti.Thus, the island of Hispaniola would be under Cuban domination.Of equal, and perhaps greater, significance, would be the reprecussions through-
out all of Latin America. As the Dominicans attempt to turn from totalitarianism
to democracy, the other American Republics are fully aware of the US. special
role in the development of a democratic Dominican Republic. Just as the success
of the Dominican Republic would be to our credit, equally so its failure would
be considered our responsibility. And the impact of this failure would be many
times compounded were it to be the result of any undercutting of its economy
due to action taken by the U.S. Government.

I support the overwhelming rejection by the House of the global quota formula
and recapture provisions advanced by the administration. I do not want to
reiterate to the boredom of this committee all the arguments against the adminis-
tration proposed 5-year progressive (a peculiar word to use In this connection)
attainment of global quotas and the recapture provisions applicable to the re-
allocation of the Cuban quota. I subscribe to any and all effective arguments
against these proposals; they are so unjustified and so unreasonable that I cannot
believe that this committee will indulge itself in serious consideration of them.

Let me, however, add one special fact of opposition peculiar to the situation
in the Dominican Republic. As I mentioned above, the development of democ-
racy in the Dominican Republic is, at best, in a tenuous position. Were the
Umted States to provide for any part of Dominican sugar to be sold here at the
U.S. price but with an attendant recapture provision equal to the difference
between U.S. and world price, the political impact on the rulialg Council of State
could be disastrous. And combining this formula with an offer of aid as coin-
pensation-charity instead of trade-does not make it more palatable.

The Communist Castroite groups would reap the greatest political benefit out
of such action; the new democratic government, they would stress, is treated
just the same as the Trujillo dictatorship; the United States is not motivated by
principle, but by Yankee imperialism. Alliance for Progress in the Dominican
I public could well become alliance with Cuba.

Gentlemen, I am not inclined to panic or overstatement; I am, however, as
president of the South Puerto Rico Sugar Co. required to give my calculated and
objective appraisal of the situation based on my recent visits there, the reports
of our people, Dominican and American, stationed there, and the reports we
receive from official Dominican and U.S. sources, and from other business sources.
These reports come down to one basic fact-the future is far from certain and
any action by our Government which tends to undercut the economy or the
political position of the Dominican Government can well result in the forced
resignation or fall of the Council of State. The decision rests at this time with
this committee.

This brings up the question of the size of the Dominican quota. The quota
established for the Dominican Republic in H.R. 12154 fails to recognize the
p resent, critical situation in the Dominican Republic, the natural role of the
Dominican Republic in supplying the U.S. offshore sugar requirements, and the
vital importance of sugar to the Dominican economy. I am not here to argue
at this time for a specific figure; I believe it is my duty to my company to outline
briefly the facts. If you have the facts, your decision is bound to be both fair
and fully consistent with the national interests of the United States.

The Iominican Republic in 1960 exported more sugar than any country in the
world except Cuba-even more than the Philippines. It won't take a posse of
economists to round up a successor to the sugar reserve of Cuba; the natural
successor is right next door to Cuba.

And the role of successor can provide a vital economic thrust in assuring success
to the present democratic Dominican Government. In Its brief period in office
the Dominican Council of State has done a commendable job. upon assuming
power, the Council of State found a virtual bankrupt economy. Substantial
sums of money had "disappeared"-to use a diplomatic word for it-from the
country with the departure of the former Trujillo members of the government.
The gold and foreign exchange holdings of the Central Bank fell within a year
from $45.1 million in the third quarter of 1960 to $6.8 million in November 1961.

In addition to the great loss of foreign exchange reserves, there was almost a
complete breakdown of domestic trade casused by the disruption of political and
some economic relations with most of the American Republics as a result of the
OAS action, and by the governmental changeovers and accompanying general
strikes. New foreign Investment in the Dominican Republic had understandably
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come to a halt. Unemployment was an islandwide disease, a substantial segment
of the working population was idle, hungry, politically confused and a fertile field
for a Communist Castroite dictatorship.

The situation, however, was not, and is not, impossible. The Dominican
Republic economy is reasonably well organized with respect to basic economic
development. In the very few months that the Council of State has been In office,
the domestic economy has started upward; the financial position of the Dominican
Republic has improved as foreign exchange reserves climbed to approximately
$15.5 million in March 1962.

One of the first steps taken to meet this serious economic and politicalproblem
was to increase wages and salaries, principally in the sugar industry. This step
was taken in reliance on the Dominican Republic securing a reasonable participa-
tion in the U.S. sugar quota over a long period of time.

The increased wages made it possible to attract enough Dominicans to work in
the field, so that the practice imposed by the Trujillo dictatorship of importing
cheap Haitian labor for cane cutting could be discontinued. Thus the standard
of living was substantially raised and unemployment reduced.

Another step recently taken by the Dominican Council of State was the enact-
ment of an a rn reform law which provided for the distribution to landless
farmers of 750,000 acres of former Trujillo-owned properties. Further steps are
contemplated for assuring that all the people in the Dominican Republic will
benefit from economic well-being and continued economic growth.

But the people in the Dominican Republic are not looking for handouts or
gifts. After their long period of totalitarian rule, they now more than ever,
attach importance to, and are conscious of, fair treatment. ;this they have not
had; this they desire and will respect. The opportunity to meet this challenge,
or better, to take advantage of this healthy development in the Dominican politi-
cal situation, depends in large part on the U.S. sugar policy. Indeed, the answer
to that challenge rests in the hands of this committee.

Sugar is the source of energy on which the Dominican economy runs. But
the Dominican Republic recognizes and has recognized that complete dependence
upon sugar is not healthy for its economy, and is generally not good for the stability
of the Western Hemisphere. It is a fact, however, that the financing of diversi-
fication must come principally from the sale of sugar at a reasonable profit.

Thus, sugar still is the main product of the Dominican Republic. Of all wages
and salaries paid out by the industrial sector 55 percent to 60 percent is accounted
for by the sugar industry. The sugar industry employs about 60,000 persons
during the crop season-20 000 in the factories, and the remaining 40,000 in the
suarcane fields. During the idle season, 35,000 are employed.

hesugar exports of the Dominican Republic in 1961 were 847,605 short tons.
Of this amount, 346,398 short tons were sold in the United States at a penalty
price, and the remainder in the so-called world market, including 260,382 short
tons to Great Britain.

There has been, however, in the last years, an accelerated disappearance of the
United Kingdom sugar market. In the past the amount of raw sugar purchased
by British refiners from non-Commonwealth sources depended almost entirely
on their reexports of refined. Now, the Russian satellite countries, utilizing
Cuban sugar by price undercutting, have been capturing the historical British
reexport markets. The Russian satellites are even shipping refined sugar into
the United Kingdom itself at prices lower than those that can be offered by the
Dominican Republic for its raw sugar. This has resulted In a rapid shrinkage
of that market, and that shrinkage has now reached its pitiful bottom; we expect
no sales in the United Kingdom in 1962.

In effect, the Dominican ability to sell in the world market has disappeared.
Thq, more and more the Soviet-Cuban dominated world market, unpredictable
to all but the Soviet-Cuban block, has eliminated the last resort of homeless
nonprotected export sugar.

The Dominican Republic is of vast importance to my company. This year
marks the golden anniversary of our operations in the Dominican Republic; we,
in effect, went there on the Mayflower, long before Trujillo took over.

Over the past decade, 72 percent of our company's tonnage was produced In
the Dominican Republic. We derive over 60 percent of our total revenues from
there, the lower percentage being due to oui past reluctant dependence upon the
world market for much or our awes. Our tdtal plant in the Dominican Republic
is valued at $74 million replacement value.

This raises the question considered by many in the executive branch as to
whether the benefits of the sale of sugar in the United States go entirely to the
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large sugar companies, or whether these benefits "trickle down," to use the
experts' language, to the people of the country. Mr. Chairman, In the Dominican
Republic the benefits do not trickle down to the people; they flow down. I only
wish some of the facts would "trickle up" to our Government experts.

Let me give this committee the facts; at least I know you will be receptive to
hearing and considering them.

The benefits from the sale of Dominican sugar in the U.S. market flow to the
people of the Dominican Republic through wages and fringe benefits paid to the
workers, payments to independent farmers, taxes paid to the Government of the
Dominican Republio, general social progress outlays, and reinvestment in plant
and equipment involving utilization of locally manufactured products and local
labor.

The facts to which I will refer relate primarily to our operations. However,
these facts are fully indicative of the operations of the other private sugar com-
panies as well as the companies recently taken over by the Government of the
Dominican Republic.

In early 1962, in consultation with the Dominican Republic Government and
in anticipation of the return of the Dominican Republic to the family of free
nations and its return to long-term partici ation in the U.S. sugar quota, sub-
stantial wage increases were granted by all Dominican sugar companies. The
specific intent of these increases was to pass on to the workers the benefits of the
anticipated sales in the United States and, as indicated previously, to provide
sufficient inducement to the Dominican workers to work in the fields in place of
Haitian imported labor, thereby reducing Dominican unemployment.

The wage increases were substantial by any standards; cane cutters, up 65
percent from $0.96 per metric ton of cane cut and hauled to $1.53 per ton; unskilled
fleldworkers, not including cane cutters, from approximately $1 to $2 per day;
factory workers, from 25 to 103 percent, making for a minimum wage of $3.20
and going up to as high as over $8.70 per day; and salaried factory employees,
monthly increases as high as 80 percent for those in the lower salary scales.

Let me translate these increases into a single figure: The total value of these
increases in 1962 will, for our company alone, approximate $4.1 million. The full
significance of the figure $4.1 million in terms of its impact on our company is
best illustrated by the fact that It is greater than our total profits after taxes in
1961 and twice our total profits after taxes in 1960. The significance of the
figure of $4.1 million in terms of its Impact on our selling price is best understood
by pointing out that our cost of wages and our payments to independent farmers,
apart from any other costs of production, approximate the price for sugar on the
world market.

This Is no "trickle down." Our wage scale reaches as high as wages paid by
any Latin American country for comparable work.

And it is perhaps of -*reater significance to the people of the Dominican Re-
public that their wage increases are not diluted by inflationary forces but are
transferred into increased purchasing power-into an increased standard of living.
The economy of the Dominican Republic has not been the victim of the rampant
inflationary forces existing in so many other countries. As is evident from Inter-
national Monetary Fund statistics, as of December 1961, the cost of living in the
Dominican Republic was 7 percent below that of 1953. As reported in April
1962, no other country showed a decrease. For example, our own country and
Canada showed a 12-percent increase above 1953 levels.

In 1962 during the grinding season 19,000 Dominicans will be employed by
us and will depend on us for their livelihood. Even during the idle season, which
we anticipate will be no more than 1 month this year depending on the weather
and assuming a fair U.S. quota, as compared to 5 months in 1961, 7,000 Domini-
cans will be in our employ.

Our direct payments in 1962 to our workers and independent farmers will
aggregate over $13.1 million. Our workers will, in addition, receive approxi-
mately $1.1 million as vacation pay, sick pay, and Christmas bonuses, for a grand
total of $14.2 million to our workers and independent farmers.

In addition to our wage payments, there are the tax payments we will be making
to the Dominican Republic. In the Dominican Republic, we are subject to export
taxes on sugar shipped and an income tax of 56 percent. For the first time, all
Dominican sugar producers are subject to the same type of taxes, and the same tax
rates. These taxes further assure that the benefits of sugar operations in the
Dominican Republic benefit the people for the tax revenues finance government
programs designed to raise the standard of living for all the people of the Domini-
can Republic.
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We anticipate that our Dominican taxes for 1962 will approximate $6 million.
Accordingly, from wages and taxes, we, the South Puerto Rico Sugar Co., will
alone be paying out $20.2 million an amount almost equal to the total receipts of
the Dominican Republic in 1961 from the sale of coffee and cocoa, the second and
third largest crops in the Dominican Republic.

The flow of benefits does not, however, end here. We, as an American com-
pany, have always felt obligated to advance the policies which our Government
lately has officially adopted in the Alliance for Progress. We have always recog-
nized the social dignity of our workers. Motivated by what I identify as en-
lightened self-interest, we have been, and are continually, undertaking social
progress measures.

My pride will not be deemed unwarranted, I believe. I see the good results of
our policy of treating our Dominican, American, and European workers identi-
cally and, in fact, giving priority to our Dominicans under our promotion pro-
gram; of our adult education program to develop mechanical skills; of our agri-
cultural scholarships program to provide talented youths with the opportunity
to receive a college education; of our extensive housing program for our workers.
Under this program we have provided on a rent-free basis over 5,000 temporary
houses for our fieldworkeis. At our factory, we have built, and provide also on a
rent-free basis, 600 concrete houses with full indoor facilities. Finally, we are
now in the process of completing extensive plans to construct concrete house
for our field labor at a cost of well over $1% million.

Our program of reinvestment to maintain our plant also creates benefits for
Dominican workers. We have, however, marked time in recent years in carrying
out this reinvestment policy-for a good reason. Our actions were consistent
with the policies of the U.S. Government to avoid, to the extent feasible, any
action which would inure to the benefit of, and help maintain in power, the former
Trujillo regime.

In 1962, however, we reinstituted our reinvestment program and have scheduled
expenditures for maintenance and plant expansion of up to $2 million, dependent
on political developments in the island. In large part, the direction such political
developments take will hinge on the results of your considerations in this committee.

Mr. Chairman, these are the facts; these are the benefits to the peoples of the
Dominican Republic from our sales in the preferential U.S. market. But there
should be no misunderstanding. Admittedly, If the U.S. preferential market is
taken away or diminished, the American stockholders of the South Puerto Rico
Sugar Co. will suffer. But the real loss will be that experienced first by the
Dominican people, then by the Dominican Republic, and then by the United
States in its critical foreign relations with all of Latin America.

Let me state at this point that I fully recognize and appreciate the problem with
which Mr. Moscoso, for whom I have the highest regard and his associates are
concerned-the problem of assuring that the benefits o? sales of sugar In this
market assist the economies and peoples of the supplying countries. The proper
solution appears simple to me; perhaps I am too naive.

As I understand the Alliance for Progress program, the recipient countries of
our aid, as a condition to receiving aid, are required to initiate and implement
certain measures to assure that the benefits are properly distributed throughout
the country. If, in fact, any one country is not taking such measures and is
therefore, not eligible for Alliance for Progress aid, I would suggest that it would
be entirely appropriate to suspend that country's sugar quota at the same time
AID assistance is suspended until corrective measures are taken.

But we should not cut off the traditional benefits of the U.S. market to all
Western Hemisphere countries because of the possibility of an unfavorable situa-
tion in one or two countries. If that be the logic of the situation, then is it not
equally logical to suspend Alliance for Progress aid to all Western Hemisphere
countries when one such country fails to meet Alliance standards? And if a
country is incapable of administering satisfactory wage and tax programs on its
sugar earnings, surely It Is incapable of properly administering Alliance gifts and
loans.

There has also been the fear expressed that an overexpansion of production will
result from the temporary reallocation of the Cuban quota to other countries.
The Western Hemisphere sugar producing countries have been repeatedly warned
that eventually a part of the existing Cuban quota will be restored to Cuba.

I believe this warning should be reinforced by providing in the new legislation
a specific quota for Cuba to come into effect by Presidential proclamation. This
will also eliminate any hysteria at such time as Cuba rejoins the free world.

I support the provision in H.R. 12154 setting the Cuban quota at 1% million
tons plus participation in the growth formula. This recognizes Cuba's present,
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and worsening, sugar production capacity; it avoids the unfortunate return to a
system of overreliance on one country for our foreign sugar supply; it eases the
problem of reallocation now and cushions the eventual impact on countries bene-
fiting from such reallocation when the happy day arrives when Cuba returns to
the family of free nations.

I also recommend that the quota allocations and all contingent allocations be
fully spelled out by Congress, as H.R. 12154 does, and also that quotas be assigned
only to Western Hemisphere countries and the Philippines, as H.R. 12154 does not.

These proposals will assure easy administration of the Sugar Act now and in
the future: will guarantee a sure supply to the U.S. consumer; will provide needed
foreign exchange based on the principle of trade between equals; and will offer a
sound basis on which to build healthy economies. If the quotas are spread the
world over, or if overreliance is again placed on one country, the benefits will
become so diverse as to offer only tantalizing prospects and little real beneficial
meaning to most countries.

Finally, with respect to Dominican sugar, I would like to urge favorable recom-
mendation by your committee of section 18 of H.R. 12154, which provides for
the return to the Dominican Republic of approximately $23 million collected
through special fees on nonquota sugar purchases between September 26, 1960,
and March 31, 1961.

The fees imposed, whether constitutionally imposed or not, were Imposed by
President Eisenhower's administration in order to achieve the desirable result of
preventing the Trujillo regime from receiving the benefit of the higher U.S. prices
for sugar for the Dominican share in the reallocation of the Cuban quota. Fees
were not imposed on sugar coming from any other country.

Apart from the political correctness of the withholding of the price benefits of
the Cuban reallocation to the Trujillo government, a legal issue arose. Accord-
ingly, the South Puerto Rico Sugar Co., to protect the rights of its American
stockholders, and the former Trujillo-owned companies, now completely taken
over by the new Government, brought separate suits in the Court of Claims for
the return of these moneys, on the ground that Congress had not authorized the
imposition of any such import duties, and therefore their collection was unconsti-
tutional.

Upon the overthrow of the Trujillo regime and the recognition of a democratic
Dominican Government by the United States, the people of the Dominican Repub-
lic naturally believed that the money would be returned to the Dominican Repub-
lic. The position of the Council of State, and the Dominican people, is that the
action of the United States in imposing the fees was obviously not designed to
enlarge the Treasury of the U.S. Government, but to prevent a windfall to the
Trujillo government. The Dominicans logically believed that the United States
would hold these moneys in trust for the peoples of the Dominican Republic to
be returned now that the Dominican people had established democratic form of
government.

The question of the return of this money has thus become a major political
issue in the Dominican Republic. It is abundantly clear that a failure of the
U.S. Government to return the moneys at this time to the Dominican Govern-
ment, or an offer to return them through the Agency for International Develop-
ment as a form of charity, would in either event cause a political crisis, directly
playing into the hands of the small but militant Castroite Communist organiza-
tions awaiting the opportunity to attempt a takeover of the country.

Officials of the State Department in their testimony before this committee
clearly stated that the money should be returned to the Dominican Republic.
The question, therefore, becomes one of method of return.

The method of returning the money employed in section 18 of H.R. 12154 was
actually initiated by, and at the time actively supported by, Mr. Moscoso and
other officials of the Alliance for Progress program, in discussions In January-
February 1962 with the Dominican Republic Government and our company, as
the principal private sugar company in the Dominican Republic'

On the basis of requests made by Mr. Moscoso, our company, on its own
initiative, negotiated and entered into an agreement with.the government of the
Dominican Republic. This agreement provides that in the event special legisla-
tion is enacted by the U.S. Congress authorizing the return of an amount equivalent
to the collected fees, our company, with respect to its share, would forgo receiving
any dollars returned, so that all the dollars would be deposited to the account of
the Government of the Dominican Republic, thereby bolstering the foreign ex-
change of that country. Our company, under the agreement, would receive
only the net amount In equivalent Dominican Republic currency, after payment
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of Dominican taxes and payment to farmers, who originally supplied the sugar.
The agreement further provides that such net amount of pesos shall be used for
the construction of houses In the fields for use by our Dominican laborers and for
improving roads. Thus, under section 18 all dollar amounts are returned to the
Dominican Republic and neither the American stockholders of our company nor
anyone else would receive any dollars. Our peso share of the return would be
utilized for houses and roads to the benefit of the people of the Dominican Repub-
lic. Further, our company agreed to withdraw its lawsuit in the Court of Claims.

The other private company involved, whose claim amounts to approximately
$1.5 million, has concluded a similar agreement. The remaining amount to be
returned, approximately 60 le..rcent of the $22 million, would be returned to the
Government-owned sugar mills (which would also withdraw their lawsuit) and
accordingly, the return to the Government mills would inure to the benefit of
the Government of the Dominican Republic, since there are absolutely no private
Interests (by stockholdings or otherwise) in these mills.

In labeling section 18 of H.R. 12154 as "undesirable" in its testimony before
this committee, the U.S. Department of State did not contest the return of the
money to the Dominican Republic at this time. In its statement before this
comnlttee on June 20, 1962, the Department of State merely indicated that it
deemed it "wiser" that the money be returned through AID, rather than as
provided in section 18.

It is not clear what the Department of State means by return of the money
through AID. Based on a meeting with high officials of the Department of
State late in March 1962, there is reason to believe that the Department of
State means by its reference to returning the money"through AID" that the
approximately $23 million would be provided to the Dominican Republic in the
form of grant assistance.

At this meeting, our company was advised that the Department of State
proposed to return the money through grant assistance, the money to be used
or projects submitted by the Dominican Republic Government and approved

by AID, none of which could be related to any of the activities or operations
four company or the other private Dominican company. We were advised
further at this meeting, that although AID was prepared to provide such grant
assistance, a condition of such assistance would be that our company must first
dismiss its lawsuit against the U.S. Government.

In other words, an American company, owned by American stockholders was
told to give up its lawsuit or there would be no provision of AID in this amount
of money to the Dominican Republic. Our company considered that this
approach constituted an expropriation of our lawsuit which is a property right,
and constituted pressure on the part of the U.S. government comparable to
that to which our company was exposed during the many years of the Trujillo
regime. We rejected this approach.

The Government of the Dominican Republic also rejected this approach. In
addition to its objections to treating the return as a matter of charity, the Gov-
ernment of the Dominican Republic stated that it did not desire to identify
itself with an approach which involved the expropriation of the property right
of an American company. The Dominican Government still maintains this
position.

It should also be mentioned contrary to the statements of those who opposed
the return, that the private Dominican Republic sugar companies shipping the
sugar on which the fee was imposed, had no choice but to make the shipments
under the Dominican law, which imposed severe penalties for failure to ship such
sugar, as well as under the ever-constant threat of Trujillo expropriation.

Nor does it appear that enactment of section 18 would involve any congressional
interference with the judiciary. Congressional action would constitute recogni-
tion of the moral validity of the Dominican claim and of the necessity for prompt
U.S. Government action. There would not be involved congressional judgment
on the strictly legal questions at issue or In any other way interference with the
prop~errole of the judiciary. In fact, it may be suggested that the Department of
9trero to. return the money "through ATD1 "does involve interference
with due process of law, since it requires an American-owned company to give u
a lawsuit against the United States as a condition precedent to the receipt of Al
by the country in which it operates. I

Finally, I would like to point out that 90 percent of all current earnings of our
company on its current sales of sugar to the United States are returned to the
Dominican Republic under Dominican regulations. Thus, our company in agree-
ing to make available all the dollars that would be returned as its share under
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section 18, is not in a position to make up for such loss of dollar earnings by adjust-
ing the amount of dollars retained on current sales nevertheless, our company,
which has been operating in the Dominican Repubic since 1911, is prepared to
do this in order to show its support of the present Dominican Government.

The willingness of our company to support section 18 is not to be interpreted
as any disparagement of our valuation of the lawsuit. Our willingness stems
solely from recognition of the immediate need for dollars of the Dominican econ-
omy, the desirability to support the present Dominican Government, the under-
standing of the benefits to be gained by providing badly needed housing and road
improvements in the Dominican Republic, and most important, recognition of
the fact that if the present Dominican Government falls, our Dominican company,
with an investment having a replacement value of approximately $78 miion,
may well be Wt.

I should like now to turn briefly to our company's operations in Puerto Rico.
We have operated in Puerto Rico even longer tan in the Dominican Republic-
for 82years, In fact. Last year our Puerto Rican mill processed over a million
tons of cane, a new high for the last quarter century. I cite this achievement
not only out of pride In what the Puerto Ricans are accomplishing, but also
because there are some restless ones who wish to curtail Puerto Rico's quote.

These people are disturbed by the island's failure to meet quotas since 1950.
The reasons for this failure are well known to you. Hurricanes, other damaging
natural events, difficulties In adjusting to new growing and harvesting procedures
have all played a part.

Certain steps have been taken, however, to correct those harmful causes over
which man cian exercise some degree of predictable 'control. That these steps
are In the right direction is evidenced by the fact that the acreage harvested in
1960 exceeded that of 1969, and 1961's acreage was even higher. More important,
yields have been increasingly greater each year. In fact, the 1961 crop was the

highest since 1952.
This increasing Improvement has been the result of more scientific planning

and growing and through some introduction of mechanization. The individual
producers have undertaken such measures as aerial spraying and sought improved
efficiency in the use of labor and field machinery by lengthening the harvest
season.

Our own company has created more employment by extensive night grinding.
However, proper implementation of the 500-acre law, which limits to 500 acres
the amount of land a corporation may own or control, and correction of the
present situation cannot be fully effected without some means of providing the
small farmer with the financial resources, the technical know-how, and the
mechanization for correcting and improving growing practices.

Governor Mufloz has also recognized this probkm. In fact, approximately
3 years ago the Governor of Puerto Rico, in a message to the legislative assembly,
proposed that small farmers be permitted to enter into long-term contracts with
servicing companies which would plant, cultivate, harvest, and process crops for
a regulated fee. Servicing operators with adequate resources and technical
knowledge to apply modern agricultural methods will boost production by 50
percent, at a conservative estimate. The servicing companies, which could be
owned by mills, would not obtain ownership or control rights over the farm,
thereby preserving the integrity of Puerto Rico's 500-acre law, with which our
company has fully complied and against which we have no argument.

At the present time, a Governor-appointed committee, composed of representa-
tives from government, farmers, and labor, are holding hearings to recommend
action to be taken to correct the present situation. I believe this committee will
recognize the need for action In the form of implementing the service contract
concept and other progressive steps in order to increase productivity by providing
the necessary financing, technical know-how, and mechanization needed to increase
productivity.

So I urge you, do not cut Puerto Rico's quota now. Encourage the steps that
are being taken, and give support to this American Commonwealth, which, under
the wise leadership of such men as Governor Mufioz and Teodoro Moscoso, has
become the showcase for the developing Western Hemisphere countries.

Let me, in conclusion, raise a new subject. For many years the directors of
the South Puerto Rico Sugar Co. have been searching for new uses for both sugar
and bagasse, the waste resulting from the production of sugar. Much has been
done and Is being done with respect to the utilization of bagasse.' In fact, our
own company in the Dominican Republic has been producing a chemical known
as furfural for use, principally, by the DuPont Corp. In the United States. At
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the present time, ,in light of the new political developments in the Dominican
Republic, we, at, last- feel free to expand this production in the DominicanRepublic.. • . - t .. ...

But .not much has-been done about developing new uses for sugar.itself. This
Is a problem that faoes .not:only our own company, but all sugar producers and all
sugar economies, The future requirements of world sugar for human consumption
are easily predioted;,the, only. real variable is the rate of increase in population, for
consumptio) per capital remains.a stagnant figure. To solve the sugar economy of
future generations, nian must .create new uses for.sugar. The time- to encourage
the scientific breakthrough for.new, usesis -now. ., ... .

It has been our, view that the -responsibility for. initiating .the scientific research
for deeloping new nonhuman consumption uses of sugar.is the province of private
initiative. Accordingly, last year our company engaged the. internationally
knO.wh U.S. management consulting firm, Booz-Allen & Hamilton, Inc., .to under-
take .the first..essential step, a scientific survey to measure the market- of sugar
uses as- an industri4l raw material and for other. nonhuman -consumption uses.

There .is available, for each member of this committee a copy of the report
Booz-Allen &Hamilton has made to my company. I urge that it be considered
at. this time as opening up a new way of assisting the sugar producing countries
of:the Western. Hemisphere in disposing of their sugar.

- Let me briefly summarize the results of the survey. It confirms the fact there
is virtually no market.for industrial use of sugar at prevailing price levels. How-
ever, at price levels of 3.5 cents to 4 cents per pound of raw sugar and 4 cents to
5. cents per pound for refined sugar, a demand for 220,000 tons is projected in
1966 and 334,000 tons in 1971. The 1966 projection is more than double the
present consumption of sugar for industrial uses..

This increase is based on existing known uses. One of the principal uses is the
substitution of raw sugar for inverted molasses,. formerly produced by Cuba and
exported to the United States on a nonquota basis.

The really significant part of the report, however, is that if the Congress does
provide for the availability of raw sugar for nonfood uses at prices significantly
below the prevailing U.S. price, there will be stimulated a large amount of in-
dustrial research presently precluded because of the-high cost of sqgar. At this
stage, I suggest the program be restricted to raw sugar.

As the committee can well appreciate, American research ingenuity will even-
tually create extensive new demands for sugar for nonhuman consumption. The
achievement of this result over a period of time requires only that this committee
acts now to authorize the importation of a fourth category of sugar-that is,
raw sugar for industrial use.

To this end, I had prepared suggested legislation to authorize the importation
of raw sugar at such levels for nonhuman consumption. I- wish to stress the
following points in connection with this proposed amendment to the legislation:

First: the sale of such sugar for such purposes be made available on a non-
quota basis to suppliers of the U.S. and Western Hemisphere sources;

Second: the availability of a market for such sugar will obviously not interfere
with the provision of sugar for human consumption to the UnitedStates at the
premium price of the U.S. market;

Third: the availability of such sugar on a nonquota basis can offer a regular
Increasing market to the sugar-producing countries of the Western Hemisphere,
enabling them to mitigate the inherent pitfalls of placing any reliance on the
Soviet- Cuban controlled world market as the only market for the sale of sugar
produced over and above the fulfillment of their U.S. quotas;

Fourth: the use of sugar for known, and yet to be discovered, purposes, offers
untold benefits to people everywhere.

Our board of directors has been most gratified at the very careful survey under-
taken by Booz-Allen & Hamilton and we feel that in authorizing this survey we
have undertaken a project that can be of significant benefit to the sugar-producing
countries of the Western Hemisphere. We have done this in full recognition that
in the U.S. system of free enterprise it is free enterprise itself which must open
the way to progress and expansion.

Let me briefly summarize my testimony:
First, let us recognize categorically that global quotas, whether arrived at

immediately or tortuously over 5 years, and, any recapture provision applicable
to the Cuban reallocation defy the successful history of the Sugar Act. Insofar
as the Dominican Republic is concerned, the very making of these proposals by
the administration jeopardizes the Dominicans' understandably unsteady steps
toward achieving a sound democratic form of government. Let not this Govern-
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inent, as the Dominicans leave the jungle of despotism, make their course more
difficult, if not impassable. Let us not be beguiled by economic theories that
defy history and commonsense; let us act responsibly in full recognition of the
aspirations of the peoples in the Dominican Republic, indeed of all people to our
south, in their hungry quest for economic improvement through supported self-
hel in an environment of progressive democracy;

Second, let us serve notice now in this legislation that where Alliance f6r
Progress aid is suspended by reason of a recipient country failing to Iqndertakg
proper self-help programs, the privilege to sell sugar in the U'S. market Will also
be suspended. Let the American citizen be assured that the privileges of both
our aid, and of our trade in our preferential sugar market, are conditioned on the
economically and politically sound premise that thQ benefits realized from both
must be shared by all peoples;

Third, let us, for both selfish and unselfish reasons, always remember that the
Western Hemisphere is the sugar bowl of the United States. Practical recogni-
tion of this fact can be securedby providing that our off shore sugar requirements
be met from the Western Hemisphere and the Republic of the Philippines. This
will benefit our consumers, by'assuring generally accessible, high 4i4imity sigar;
but it will "hiso benefit our pi'tners In President Kennedy's eloquently inspired
Alianza para Progreso program;

Fourth, let us not handicap Puerto Rico, America's showcase of what inspired
self-help can realize in a developing country, by attacking now iis historical
.sugar quota position;

Fifth, let us in maintaining the proven practice of the sugar quota system not
forget that the American tradition is to build on success to look now to the future
and to solve rationally and predictably the problems of the future. Let us seek
new markets for sugar by encouraging the discovery and development of new in.
dustrial uses for sugar. Let us achieve this by providing for anew category of
nonquota sugar for industrial uses to be available for supply from United States
and Western Hemisphere sources.

Mr. Chairman, gentlemen of the-committee this concludes my statement. I
thank you for your indulgence and hold myself ready to answer, to the best of
my ability, any questions you may have on any aspect of my statement.

Thank you.

SUBMITTED BY G. DOUGLASS DEBEVOISE, PRESIDENT, SOUTH PUERTO Rico
SUGAR Co., NEw YORK, N.Y., IN CONNECTION WITH TESTIMONY BEFORE THE
COMMITTEE ON FINANCE OF THE SENATE, JUNE 22, 1962
Subsection 212(4) of the Sugar Act of 1948,- as amended (relating to the in-

applicability of quota provisions), is amended to read as follows:
"SEC. 212. The provisions of this title shall not apply to * * * (4) any sugar

or liquid sugar imported or brought into the United States from countries In the
Western Hemisphere or produced or manufactured in the United States for the
production of alcohol, or of any other products of fermentations, or for animal
feed, or for the production of animal feed, or for use as a raw material in the manu-
facture of chemical products, or as an additive in non human food applications."
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Mr. DEsEvoIs. I stand prepared to answer any questions which
you may direct to me.

Senator DOUGLAS. Mr. Debevoise, what was the permanent quota
assigned - to the Dominican Republic under the law of 1961?

Mr. DEBEVOISE. I think we got, after the growth and everything,
I think it is about 90,000 tons today.

Senator DOUGLAS. 96,000 on permanent quota?
Mr. DEBEVOISE. Yes,.sir.
Senator DOUGLAS. And the temporary quota was 222,723 tons.

Are you aware of the fact that all countries were told that the.quotas
which they received were in no sense precedents for continuation?
This was a reassignment of the Cuban quota, and it was made-clear
on: the floor of Congress that these were not permanent reassignments.
They were temporary due to the fact that because of the performances
of MVlr. Castro and his government we were ceasing to import sugar
from Cuba. Is it not true that everyone knew this was a temporary
assignment and was in no sense permanent?

Mr. DEBErvOIsE. Yes sir.
Senator DOUGLAS. What?

.Mr. DEBEVOISE. Yes, sir.
Senator DOUGLAS. That is true?
Mr. DFsFvoisE. Yes, sir.
Senator DOUGLAS. Is it not true that our State Department made

this perfectly clear to all foreign governments?
Mr. DE vEvoIsE. I would imagine so, sir.
Senator DOUGLAS. I am so assured.
Now, were you here when I gave my Yellowstone Park illustration

yesterday? It is not when-you feed the bears that you get into trouble;
it is when you stop feeding them.

Mr. DEBEVOISE. Yes, sir. You told a number of stories which were
new to me and which I enjoyed very much and which are very ap-
plicable.

Senator DOUGLAS. This is what we face.
Mr. DEBEVOISE. May I make one observation, sir?
Senator DOUGLAS. Yes, certainly.
Mr. DE.BEvOIsE. I don't follow your reasoning. As I see it, the

consumer will not pay any lower price for sugar under the House bill.
Senator DOUGLAs. That is correct, but the taxpayers-who are

identical to the consumers-will get $150 million.
Mr. DEBEvoIsE. The State Department says it will be returned in

aid, sir. Aid is notoriously of greater expense to the taxpayer. I
cannot follow your argument.

The Dominicans will get it back in aid. To me, trade is far better
than aid. The Dominican Republic buys in the United States.

I don't follow you.
Senator DOUGLAS. Whether or not you get this back in added sums

certainly it is a very poor way, in general, to distribute aid by giving
bonuses and subsidies to those who happen to produce sugar. When
the representative of the Dominican Republic takes the stand, i am
going to congratulate him on the progress which his Government had
made, and due to the fact that Tru1jillo wound up with nearly all of
the sugar in tho country in his contro, Irealize that the nationalization
of the Trujillo 1 estates means that the Dominican Republic, and
therefore, presumably, the Dominican people will get the benefit of
the subsidies which would have gone to Trujillo and to you . .

429
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Nevertheless, this is an extremely haphazard way of distributing
aid. Of course it is also true that, and J think in all frankness this
should be stated, although I am well aware this will undoubtedly be
used against us, I am well aware of the fact, that the total amount of
foreign aid will not necessarily be increased by the $150 million which
will go into the American Treasury. But I do not believe in deceiving
anyone. So there will be some savings.

But many of us who are friendly to foreign aid feel the American
taxpayer is also entitled to a break.

Yes;go ahead.
Mr. Da BvoIsE. May [ ask you one question?
Senator DouLAas. Yes.
Mr. Dr!eEvorsE. Is not the great weakness of your position, sir,

that you must protect the American industry and at the same time
you have a sugar shortage and you don't want to pay the same price
to foreign suppliers?

If you could do what you suggested for many years and buy all
sugar at world prices, this would be equitable, would it not, sir?
That is the difficulty you face, it seems to me.

Senator DOUGLAS. Mr. Debevoise, long ago I thought I was going
to be able to reform the world, and then I hoped that I could reform
the United States. Since then my ambitions have been narrowed.

I would like to repeal the entire system of duties and subsidies, in
which event, I think sugar would be'produced by the countries which
are naturally adapted to producing sugar, namely the Caribbean
countries. We could buy at world prices, and get rid of this subsidy
to the domestic producers, and save, as I think our figures show,
something like $550 million a year in prices, plus $72 million a year
in cash subsidies which are paid out by the American consumers and
taxpayers. But for many years now, as a politician, I have come in
conflict with stubborn reality, and I know that the beet sugar States
and the cane sugar States are so strong that we will certainly not be
able for a long time to do that.

Now, does this mean that we can't take any steps to approach this?
Does this mean that we must do nothing?

I have learned, Mr. Debevoise, that you must take a harsh stand,
that is all you can do, and $150 million is still, to my mind, a lot of
money.

Mr. DEBEvOIsE. It certainly is, sir. But I think the friendship
of South and Central America is well worth that.

Senator DoUGLAS. Well, you see-
Mr. DEBzvoisE. That is the question.
Senator DOUGLAS. That is the constant appeal.
Mr. DEBEVOISE. Yes sir
Senator DoUoLAs. We build up these vested interests and then

these groups feel that they have a claim upon the United States. If
we do not shell out then it is said, "You will lose our friendship."

I think they take a very mercenary attitude toward the United
States.

We must always be giving, they say.
We are getting off into these questions, but these are matters that

the people and the Congress will have to decide.
Let me ask you this question, to turn from general matters to spe-

cific questions: Do youhave an American representative? Does the
Dominican Sugar Association have ail American representative?

430Q
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Mr. DEBEVOISE. The Dominican Sugar Association?
I don't know, sir.
Senator DOUGLAS. You are not a member of the Dominican Sugar

Association? That is a governmental institution?
Mr. DEBEVOISE. That is governmental.
Senator DOUGLAS. I see.
And you don't participate in that?
Mr. DEBEVOISE. We pay a tax to support the Defensa, as it is

called, of 5 cents a hundred pounds.
Senator DOUGLAS. But you have no control over the distribution?
Mr. D inEvoIsE. No.
Senator DoUGLAs. Is Mr. Ortiz going to testify this morning?
Mr. DEBEVOISE. Yes sir.
Senator DOUGLAS. Well, I can ask him that question.
Mr. DEBEVOISE. Yes, sir.
Senator DOUGLAS. You mentioned the fact you have lost the

British market.
Mr. DEBEvoisE. Yes, sir.
Senator DOUGLAS. How is that? How has that occurred?
Mr. DEnBvoIsE. This won't take half a second.
Senator DOUGLAS. Yes.
Mr. D .BevoIsE. I will just read this statement made by Sir Ian

Lyle. He is the chairman of the Board of Tate-Lyle, and he said:
Two points of particular general Interest stand out in the annual review of the

chairman of Tate & Lyle, Ltd.-Sir Ian D. Lyle. These are the company's loss
of nearly 5 percent in the volume of home trade sales and 37 percent in exports
due to the diversion of Cuban sugar to Russia and other Iron Curtain countries
and, second, the long-term prospects if the United Kingdom joins the Common
Market.

Much of this Cuban sugar, bought for political reasons, was unwanted by the
Communists who in order to make room for it, sold large quantities of their own
production at whatever price it could command. Russia and her satellites
exported some 338,000 short tons more in 1961 than in 1960 and much of this
found markets In the Middle East replacing Tate & Lyle's refined product.
There is evidence, said Sir Ian, that Russia intends to keep up this pressure with
the deliberate aim of capturing these markets as part of a general policy of aggres-
sive trading at the expense of the free world.

They are selling refined sugar to the foreign markets of Tate & Lyle,
such as Singapore.

Senator DOUGLAS. Do I understand what has happened is that
Russia and Poland have bought Cuban sugar, 80 percent under barter,
and then they turn around and sell it to great Britain and our allies?

Mr. DEBEvoiSE. They refine it, sir, and sell it into the former
British market.

Senator DOUGLAS. And the British know that this sugar is coming
from Cuba?

Mr. DEBEVOISE. Yes.
Senator DOUGLAS. So Great Britain is really a tacit partner in

financing Castro in that they buy sugar from Russia which, in turn,
helps Castro.

Mr. DEBEvoIsE. No; sir; they are not buying sugar. They are
unable to sell sugar in their former markets. TJhey used to buy sugar
from us and refine it-

Senator DOUGLAS. No, I am speaking of the British.
Mr. DEBEvOiSE. They are not buying any of this Cuban sugar.
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Senator DOUGLAS. They are buying Polish and Russian sugar?
Mr. DEBEVOISE. The British people may be because it is so cheap.
Senator DOUGLAS. I understand.
Mr. DEBEVOISE. I do not know whether they have put up any

law to keep it out.
Senator DOUGLAS. The British Government is not preventing-
Mr. DEBEVOISE. I don't know whether they are now, sir, or not,

but I know-
Senator DOUGLAS. You say you don't expect to sell any sugar?
Mr. DEBEVOISE. That is correct.
Senator DOUGLAS. So, therefore, you evidently expect that the

Cuban sugar will continue to come into England via Russia and Poland.
Mr. DEBEVOISE. No, sir, because our sugar-it is a peculiar thing-

our sugar had to be reexported by the British as refined. It was not
sold in England for local consumption. That sugar was Common-
wealth sugar. Whatever sugar they bought outside the Common-
wealth such as from Domingo, was refined and reexported to the
Straits Settlements, Hong Kong.

Senator DOUGLAS. I see.
Mr. DEBEVOISE. Now, the Russians are selling those markets today.
Senator DOUGLAS. I see.
Mr. DEBEVOIsE. At prices the British cannot afford to sell, there-

fore they don't buy Dominican sugar.
Senator DOUGLAS. I am very glad that is cleared up.
In other words, the British have not broken faith.
Mr. DEBEvOIsE. No, sir.
Senator DOUGLAS. I am very glad that is cleared up.
Mr. DEBEVOISE. No, sir. The British have never-I go over every

year, they couldn't be nicer people to deal with, but we used to sell
them, my company, a hundred thousand tons a year, and this year
there are no sales whatever.

Senator DOUGLAS. What has been done has been to cut into the
indirect sales of your sugar in southeastern Asia?

Mr. DEBEVOISE. Yes, sir. There is a little chart attached to my
statement that may interest you. You will notice we have a tre-
mendous amount of sugar over and above any proposed U.S. quota
which you might call homeless-in other words, we have no sub-
sidized market to sell it in. This sugar will have to go on the world
market. You will notice on the chart that the Dominican Republic
has an excess of 600,000 tons after giving effect to the quota allotted
by the present House bill.

Now, the only place left to sell this sugar that I know of is Japan,
and that is a long way off, and that is really China's market, you
might say.

So this is a serious proposition for us, sir.
We are very dependent on the U.S. market; I am sorry to say it,

maybe I am avaricious but the Dominican situation is a little worse
than perhaps some of the others, because we have no big local con-
sumption and we have no other preferential market.

Senator DOUGLAS. Now, the State Department is aware of this
situation. The State Department certainly, I think, probably made
a great mistake in supporting Trujilo as long as they did. I was
always an opponent of Trujillo, but they finally woke up to what was
happening in 1960, I think they began to tighten on Trujillo, and
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certainly they have tried to be, since the new administration came in,
cooperative with the new Government.

Now, don't you think that the State Department would be generous
in the amount which they would give you at world prices during this
transitional period? Why do you want to have this done by act of
Congress?

Mr. DEBEVOISE. Could I make clear something perhaps I didn't
last night. As I told you last night, I was tired when Senator Ful-
bright got after me.

Senator DOUGLAS. Well, I wouldn't say he got after you.
Mr. DEBEvOISE. I beg your pardon.
Senator DOUGLAS. He pressed you very closely. [Laughter.]
Mr. DEBEvoisE. He badgered me.
Senator DOUGLAS. Go ahead, sir.
Mr. DE BEVOi E. He said we made a very good profit in 1961.

That is true, and I would like to explain it a little better, because that
was the year when the 2 cents and 2Y4 cents fee was imposed on us.
In other words, we sold at world prices.

Senator DOUGLAS. That is right.
Mr. DEBEVOISE. Our costs during that period were probably 3

cents-this is under Trujillo-and we probably got 3.40 cents as an
average that is $8 a ton which is a very nice profit. Today, sir, as
a result'of the wage increases that have gone into effect-and properly
so-in the Dominican Republic in anticipation of a share of the U.S.
market, our costs are probably 3.40 cents and the world market is
2.60 cents.

Now, when I said "I could not sell you sugar," I could sell you some
just to keep going so that I could last until the picture changed, but
there would be unemployment, I would have to let a great many
people go, and that would be bad in a country like the Dominican
Republic today.

You would believe me if you had been down to the Dominican
Republic recently. I go every 6 weeks and I am scared to death most
of the time. It is these Castro fellows who scare you. They are
only 60 miles away from the island. You can take all of my quota
if you get of rid of Castro tomorrow, because the Dominican Republic
will be saved if you get rid of Castro.

But I think the Dominican Republic is a great chance for our
State Department to win a sweeping victory for democracy it won't
go the way of Cuba, in other words, with a little help, and I would
prefer some help under this bill rather than aid, because I do not
believe you will reach the Dominican people the way we and the
Government are doing today.

That is all I can say. I don't mean to be avaricious.
Senator DOUGLAS. You made reference last night I think, to the

fact that-no; that is in connection with the $22 million suit.
Mr. DEBEVOISE. Yes, sir.
Senator DOUGLAS. YOu made reference to the fact that any share

you made in the reversion of the $22 million of Dominican claims
would be devoted to social purposes.

Mr. DEBEVOISE. It would be accepted in pesos, it would be devoted
to social purposes and spent entirely in the Dominican Republic.

Senator DOUGLAS. What is your definition of social purposes?
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Mr. DEB EVOISE. Objectives, in accordance with Alliance for
Progress, is the exact wording in our agreement with the Dominican
Government.

Can I tell you what the objectives are?
The objectives are housing, roads, and they would be in agreement

with the Dominican Republican Government.
Senator DouoAs. I thought roads were the one thing that Trujillo

had given to the Dominicans.
Mr. DEBEVOISE. You see-am I taking up too much time?
Senator DOUGLAS. No; I am very much interested in this.
Mr. DEBEVOISE. Under Trujillo we imported Haitian labor.
Senator DOUGLAS. Is it not true that once Trujillo brought in large

quantities of Haitian labor, paid them wages, and when they got near
the Haitian border murdered them and took their money from them?

Mr. DEBE.voIsE. Well, I heard that a lot of them were murdered.
I don't know whether that is true or not.

Senator DOUGLAS. Isn't it true that he staged that massacre and
murdered them?

Mr. DEBEVOISE. I heard that. It happened on the border. We
employed Haitian laborers every year.

Senator DOUGLAS. I think he only murdered once.
Mr. DEBEVOISE. Yes, sir; only once. [Laughter.]
But we brought them inyear after year, Senator.
Senator DOUGLAS. Yes; Iknow.
Mr. DEBisvoIsE. Then we sent them back.
Now, this Government very wisely decided one way to reduce un-

employment was to employ Dominicans who had always refused to
cut cane. For that reason the wages were double.

Now, the Dominican is willing to cut cane, but he will not live the
way the Haitians did. The Haitians lived pretty low. We have to
put in roughly 5,000 houses. This will be done with these funds.

Now sir, this is not charitable on my part. If we can get a good
happy Lunch of workers who will stay with us, and if we can protect
the very substantial investments we have in the Dominican Republic,
it is well worth my while to do this. It is not a windfall, Senator,
believe me.

It will be good for the country.
Of course, it is good for me, because we will have a happy labor

force, and with houses and little plots of land, and they will work all
year around. That is the answer to it.

Incidentally, just for vour information, in my longer statement
this matter of the $23 million or $22,750 000 is covered on pages 17
to 23 at great length, which gives you al the details, so I won't go
into it.

Senator DOUGLAS. Thank you very much.
Dr. Ortiz of the Dominican Republic Sugar Commission.
Dr. Ortiz?
We are glad to have you, Dr. Ortiz. Let me say whatever our

differences may be on the matter under consideration, we are all very
glad that the Dominican people finally overthrew the Trujillo govern-
ment, that we wish you extremely Well. We try to be constructive
in our help, we want to be constructive and continue to be constructive.

Our bounty is not unlimited. We have very serious problems here.
We have an unfavorable balance of payments of something like
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$4 billion a year despite the fact we have a favorable balance of trade
of $3 billion. We are bearing enormous burdens. We are bearing the
major expense for the defense of the free world with hundreds of thou-
sands of troops stationed abroad to protect the independence of other
countries. We are providing more foreign aid than any nation in the
world.

We are generous with our capital investments abroad. And the
burdens upon us are extremely heavy. I do not think people have
realized in the past the aid which we have given to the sugar-producing
countries. We have paid a premium or, as I prefer to call it, a subsidy,
over the world price to the sugar producers of other countries for many
years.

In the last 15 years these indirect subsidies, both domestic and
foreign, have amounted to over $4 billion.

Under the House bill, the next 5 years they will come to $2Y billion.
About 40 percent of this will go to foreign sugar producers.

The United States cannot be charged with being ungenerous.
Castro has been extremely unfair in what he has said. He has repre-
sented that American sugar interests exploited Cuba. As a matter of
fact, the subsidies which we paid to Cuba above the world price each
year amounted to close to $150 million. So I hope these facts may be
borne in mind.

Now, we are very glad indeed to listen to your testimony, which we
will do with a sympathetic heart as far as possible, an open mind.

Mr. ORTIZ. Thank you very much, Mr. Chairman.

STATEMENT OF S. SALVADOR ORTIZ, PRESIDENT, DOMINICAN
COMMITTEE FOR THE DEFENSE OF SUGAR AND SUGAR
CANE IMPROVEMENT, ACCOMPANIED BY PHILIP MAGUIRE
ATTORNEY

Mr. ORTIZ. My name is S. Salvador Ortiz. I am a Dominican
national-a national of a new democratic government in the Western
Hemisphere. I wish to thank you for the privilege of appearing before
this committee.

I am president of the Dominican Committee for the Defense of
Sugar and Sugar Cane Improvement. As such, I represent the econ-
omy of my country, for sugar is the economy of the Dominican
Republic.

When President Eisenhower in September 1960 imposed the tax of
2 cents per pound on the Dominican share in the relocation of the
Cuban quota, when he increased it to 2% cents per pound at the
beginning of 1961, when this Congress under President Kennedy
authorized the elimination of the purchase of nonquota sugar from
the Dominican Republic, you helped my people in their critical efforts
to overthrow the Trujillo regime.

The breaking of diplomatic relations with the Dominican Republic,
the curtailment of exports to the Dominican Republic, the resolutions
against the Trujillo regime by the OAS-all these were encouraging
symbols to my people. But the most effective help you gave us in
our long struggle against the Trujillo government was the imposition
of the special duty on our sugar, a duty which resulted in the Trujillo
regime realizing a price almost equivalent to the low world market
prices.
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When the present Government of the Dominican Republic came
into existence in January of this year, we faced the inevitable con-
sequences of the economic devastation brought about by Trujillo.

We were bankrupt; economic activity was at a standstill; unem-
ployment stalked the land in proportions unknown to us in. recent
history.

You provided us aid, you provided us technical assistance, but
most of all, you assured us of the possibility of achieving economic
recovery and" political stability through our own efforts.

Three million people cannot live on charity; democracy cannot
be created in an atmosphere of idle hands doing nothing but receiving
doled-out. aid. By authorizing the importation in the first 6 months
of 1962 of 480,000 tons of raw sugar at the full U.S. price-

Senator DOUGLAS. Incidentally, Dr. Ortiz, remember this wias
2% cents above the world price.

Mr. ORTIZ. I beg your pardon?
Senator DOUGLAS. I say, when you say at the full U.S. price,

remember that this was 2f, cents above the world price.
Mi. ORTIZ. Yes, of course, Senator.
You made it possible for us to take the steps necessary to create

the begIinin of a sound democratic way of life.
We have today no other means of surviving economically than to

produce and sell sugar. And in today's world market controlled by
the Soviet bloc utilizing Cuban sugar, we have in effect nowhere else
to sell our sugar than in the United States. Your aid, your technical
assistance have been meaningful but without the authorization to
sell this amount of sugar to the United States, all would have been
in vain.

Let me now frankly ask the question that all my people are asking
my Government-why, now that we have the possibility of maintain-
ing and perfecting a democratic form of government, does your Gov-
ernment propose through the global quota formula to treat us, a
friendly neighbor, in the same way you penalized the Trujillo
dictatorship.

It is not enough for us to know that the money realized from the
imposition of the U.S. tax on our sugar may come back to us in the
form of aid. Aid cannot maintain a democratic government where
the economy is idle, the people unemployed, and fear replaces the hope
we now have.

If we are denied both a large quota and a significant reallocation of
the Cuban quota at existing U.S. prices, we are denied the opportunity
to make our democracy work. The cost of our sugar production
today because of wage increases, taxes and the financial burden of
social reforms denies us the possibility of selling our sugar in the world
market.

We have available for export 900,000 tons of sugar, whose growth
and production is the principal activity of our small country.Senator DOUGLAS. Dr. Ortiz, in the chart, which Mr. Debevoise
submitted the sugar exports available for sale in the world market by
the Dominican Republic are shown to be 600,000 tons.

You give a figure of 900,000. 1
Mr. ORTIZ. 900,000 for total exports. We have a production of

about a million, over a million tons this year of which we have a local
demand for a hundred thousand. The balance is totally export.

I
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Senator DoUGLAS. Mr. Debevoise, do you accept Dr. Ortiz' figures
of 900,000, in your statement?

Mr. DEBEVOISE. Senator, I believe that, means above the quotas
in tile House bill of 350,000 tons, there are 600,000 tons-more available
for export. e

Senator DOUGLAS. I See.
This is the homeless sugar over and above tie quota...
Mr. ORTIZ. If the major part of this sugar cannot be sold in the

United States aid cannot cure the economic chaos and political con-
fusion that will follow.

We are a new democracy. In our search for a denlorratic self-
government we will make mistakes. But our democracy .will. not
perish because of inactivity, because of a fear of moving forward.
The principles of Alliance for Progress are not words to us; they are
not used as symbols for promises made meaningless by indecision and
a failure to act.

The Dominican Government or 185 days has accomplished the
following:

We have imposed an income tax based on your experience that the
burden should be borne progressively by the more fortunate;

We have instituted an agrarian reform law providing landless
peasants with land and Government assistance to assure that the land
will be productive.

We have established a National Housing Institute with Govern-
ment capital to provide construction of low-income homes;,

We have created a system of savings and loan associations;
We have created a National Tobacco Institute to assure protection

to the growers of tobacco;
We have enacted laws for the protection of consumers, the punish-

ment of those who would speculate in the pricing of foodstuffs and
other essentials of life;

We have created a planning board to assure the coordination and
proper development of all new economic activities; .

We have established an Industrial Development Corporation to
provide the necessary capital for the creation of new industries too
large to be financed solely through private channels;

We have formulated new wage measures providing for substantial
increases in basic salaries for all classes of people front the cane cutter,
to the factory worker, to the white-collar worker;

We have instituted procedures to protect the workers' right to
collective bargaining;

We have welcomed the development of new private enterprises,
financed through both private Dominican and friendly, foreign
investors;

We have gained the confidence of our people to invest, in our
country, not in numbered accounts in Switzerland.

All this we have done in 185 davs. It has been possible to do all
this because of one simple, basic economic fact-we have been able
to inaugurate the development of a healthy economy through the
dollars earned this year by the sale of 480,000 tons of sugar in the
U.S. market.

Three million people of the new democracy in the Western Hemi-
sphere urge that you authorize a sufficient basic quota and: a sufficient
reallocation of the Cuban quota, all at the existing U.S. preferential
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market price, to assure the continued development of a stable and
friendly democratic government.

I must tell you of our needs in concrete terms. We need a basic
quota of around 500,000 tons; we need a reallocation of the Cuban
quota of approximately 300,000 tons. If this amount of sugar is
authorized to be exported to the United States at this time, our
democratic Government will continue to flourish.

More than this, at such time as Cuba rejoins the nations of the free
world, not only will we be able to give up its reallocation but we will
welcome the opportunity to do so.

We know that reallocation cannot become a part of our permanent
quota, nor do we want it that way.

It is much more important to us than it is to you that Cuba returns
to the Western Hemisphere system; that return will assure us of the
termination of the operations in our country of agents of subversion,
promising unrealizable goals in an effort to draw the Dominican
Republic away from the democratic system and out of inter-American
political and economic unity..

So be assured. If you give is a satisfactory quota, if you give us a
reasonable participation in the Cuban reallocation, we will survive.
More than that, when they return to the Western Hemisphere alliance,
the Dominican Republic will be in a position not only to provide the
proof that a democratic government can be established and succeed
in the Caribbean, but our people will actively participate in helping
a new Cuba achieve that goal.

Thank you.
Senator DOUGLAS. Thank you, Doctor.
Now your last sentence interested me.
You said "our people will actively participate in helping a new Cuba

achieve that goal."
If and when Cuba returns to the family of democratic nations

would you be willing to give up any quota that you have or reduce
your quota to help the situation in Ouba?

Mr. ORTIZ. That portion that is the reallocation from the Cuban
quota we would be willing to return.

Senator DOUGLAS. May I ask this question.
Where are the members of the Trujillo family now? Are they in

this country?
Mr. ORTIZ. I understand some of them are in Spain and some of the

others are in France.
Senator DOUGLAS. In France?
Mr. ORTIZ. Yes.
Senator DOUGLAS. Are there any in the United States?
Mr. ORTIZ. I really don't know. But I don't think so.
Senator DOUGLAS. You don't know.
Are you able to estimate the amount of money which the Trujillo

family has on deposit in foreign banks?
Mr. OaIiz. This is a very difficult question, the estimates of about,

$500 million have been made.
Senator DOUGLAS. $500 million?
Mr. ORTIZ. Yes, sir. I know that during the last year, that is in

1961, they took away in foreign exchange alone about $60 million.
Senator DOUGLAS. $60 million. You can trace that through the

accounts?
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Mr. ORTIZ. We can calculate that knowing the exports of the com-
panies in which they had their moneys invested.

Senator DOUGLAS. This is deposited in the main in the Swiss banks?
Mr. ORTIz. That is our information.
Senator DOUGLAS. Pardon?
Mr. ORTIZ. That is the information we have but we cannot confirm

it.
Senator DOUGLAS. You can trace this somewhat through the fact

that the Dominican accounts, isn't that true, they are Dominican
accounts?

Mr. ORTIZ. In 1960, yes.
Senator DOUGLAS. Well, don't your accounts go back for a prior

period or were those destroyed?
Mr. ORTIZ. I don't understand the point.
Senator DOUGLAS. Well, in order to send money out of the country

there would have to be some record in Santo Domingo itself; would
there not?

Mr. ORTIZ. That is very difficult, because, for instance-
Senator DOUGLAS. How did you trace it for 1960?
Mr. ORTIZ. Just making a calculation of the exports of the com-

panies that were owned and operated by the Trujillo family. If we
can add all these exports and we find that the foreign exchange did
not enter into the Dominican Republic we have to assume this money
was deposited in foreign banks.

Senator DOUGLAs. Did they control virtually the entire export
trade?

Mr. ORTIz. On sugar, for instance, they had 60 percent. On
chocolate they had about 60 percent. On cement business they had
practically total control.

Senator DOUGLAS. What about the banks?
Mr. ORTIz. The banks?
Senator DOUGLAS. Yes.
Mr. ORTIZ. The banks were Government.
Senator DOUGLAS. That was Government?
Mr. ORTIZ. Are Government banks; yes. The Trujillo family did

not operate any commercial banks.
Senator DOUGLAS. Is it your belief that these are in numbered ac-

counts in the Swiss banks?
Mr. ORTIZ. Yes. That is the general opinion in our country, be-

cause the Government has been unable to trace these funds and it
would be most difficult to take some action to get return of some of
this money for the people.

Senator DOUGLAS. Have you instituted any action to try to recover
these sums?

Mr. ORTIZ. There has been some action but not very successful up
to now.

Senator DOUGLAS. Why have ou had lack of success?
Why has it not been successful?
Mr. ORTIZ. Well, for this reason. If they have this money deposited

in Swiss banks, in numbered accounts, you know how difficult it is
even to get information about it.

Senator DOUGLAS. The Swiss refuse to state who owns the accounts.
The Swiss refuse to state who owns the deposits?

Mr. ORTIZ. Yes. But I don't think the Government has requested
that in a formal manner.
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Senator DOUGLAS. The Swiss resent being told that they are the
depository of the "hot" money of the world, but this is one more bit
of evidence to indicate that this is the fact.

Do you think you have got any chance of recovering this money?
You see that would be a great help, too. That is the equivalent of
5 million tons of sugar.

Mr. ORTIZ. Yes; it would be a very-
Senator DOUGLAS. Or at world prices 10 million tons of sugar.
Mr. ORTIZ. But the actual chances of recovering that are very poor.
Senator DOUGLAS. Pardon?
Mr. ORTIZ. The chances of recovering that are very poor.
We got some time ago some certificates of deposits in foreign banks

amounting to about $20 million, but when we went to present these
certificates of deposit., the money had already been withdrawn.

Senator DOUGLAS. I didn't get that. I didn't understand.
Mr. ORTIZ. I said some time ago on the boat that took the family of

Trujillo to Paris, there was found a package of documents including
certificates of deposits in foreign banks that were taken by the Govern-
ment and presented to the banks. But the money at the time that
these documents were presented-the money had already been taken
out.

Senator DOUGLAS. You have possession of those documents?
Mr. ORTIZ. Yes; they are in the Dominican Republic.
Senator DOUGLAS. Would you be willing to state for the record what

those documents disclosed?
Mr. ORTIZ. I don't have the details.
Senator DOUGLAS. Pardon?
Mr. ORTIZ. I say, I do not have the details with me. But we can

supply the information to you. It was published in the papers, even
reproductions of the documents and everything, but this was for a
minor amount, as I say $20 million.

Senator DOUGLAS. 9 million?
Mr. ORTIZ. $20 million.
Senator DOUGLAS. This was the sum that the members of the fam-

ilies took out with them?
Mr. ORTIZ. Apparently at the last minute.
Senator DOUGLAS. At the last.
The last trip they made?
Mr. ORTIZ. Yes.
Senator DOUGLAS. Do you know how they took this out? In cash?
Mr. ORTIZ. Probably in cash and checks or other documents.
Senator DOUGLAS. Senator Curtis, do you have any questions?
Senator CURTIS. One question.
You state:
It is not enough for us to know that the money realized from the imposition

of U.S. tax on sugar may come back to us in the form of aid.

Who has informed you that that will happen?
Mr. ORTIZ. We have been informed that some of this money that

is going to be collected from the price differential will be used for
foreign aid through the Alliance for Progress.

Senator CURTIS. Who told you that?
Mr. ORTIZ. That is the information we have in the Dominican

Republic.
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Senator CURTIS. Who told the Dominican Republic that?
Mr. ORTIZ. I do not know. That was brought to our government.
Senator CURTIS. Is it your understanding that someone connected

with the U.S. Government has informed your government of that?
Mr. ORTIZ. Probably somebody connected with the Alliance for

Progress.
Senator CURTIS. And that information has been given generallv

the countries in the Western Hemisphere, has it not, is that, your
understanding?

Mr. ORTiz. That is the information?
Senator CURTIS. Yes.
Similar information has been given to countries throughout the

Western Hemisphere, is that correct?
Mr. ORTIZ. Well, that I don't know. I know of our own case but

I don't know about other people.
Senator CURTIS. Well, I have had private information come to me

that this suggestion has been spread in other places.
Mr. ORTIZ. But I understand also that there is a provision in the

House bill which provides for that.
Senator CURTIS. I beg your pardon?
Mr. ORTIz. A provision in the House bill provides for that. That

is one of the reasons also why we have this impression.
Senator CURTIS. Is that the way you prefer it rather than receive

the American price for sugar, you would rather pay this duty and then
have some aid sent, to you?

Mr. ORTIZ. No of course not. We do not prefer that. We prefer
to receive the full price, and to have a reasonable quota. It will
operate much better for us. That will be trade, actually.

Senator CURTIS. That is all, Mr. Chairman.
Senator DOUGLAS. Dr. Ortiz, do you have a representative in this

country of the Dominican Republic'Sugar Commission?
Mr. ORTIZ. At the present time we have Philip Maguire who has

been working for us only about 2 weeks. His contract is before the
Council of State and has not been approved yet and it is a contract.
that provides for services as general legal counsel in the United States
not only in connection with sugar matters but other matters.

Senator DOUGLAS. When was the contract signed with him?
Mr. ORTIZ. It, has not been signed yet.
Senator DOUGLAS. When did Maguire sign the contract?
Mr. ORTIZ. I beg your pardon?
Senator DOUGLAS. When did Maguire sign the contract?
Mr. ORTIZ. As I say, it has not been signed. The contract has been

entered between the sugar commission-
Senator DOUGLAS. Is Mr. Maguire here?
Mr. MAGUIRE. Yes, I am.
Senator DOUGLAS. Will you come forward?
Mr. ORTIZ. And has been presented to the Council of State for

approval and will be, I am sure that it will be approved but it has
not been completely signed. I can give you the details of this
contract if you would like.

Mr. MAGUIRE. I think, Senator, that perhaps I can explain.
Senator DOUGLAS. Yes.
Mr. MAGUIRE. I was invited to go to Santo Domingo in late May

to discuss with Government officials representation of their Govern-
ment here in the United States.
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I did go and following the discussions we reached an understanding.
They asked me to and I did, write a letter in which I outlined my
understanding of the agreement that we had reached.

In the last paragraph of the letter I asked if they would confirm
my understanding of the agreement which we had reached which
they have not yet had an opportunity to do.

I have, however, registered as a representative of a foreign principal
and have attached a copy of that letter to my registration application.

Senator DOUGLAS. NOW, what is your fee, if the contract goes
through?

Mr. MAGUIRE. $18,000 for the period from June 1 to February 28,
1963. That is 9 months.

Senator DOUGLAS. This would be at a rate of about $22,500 for
the year?

Mr. MAGUIRE. It, would be at the rate of $24,000.
Senator DoUGLAS. $24,000 a year?
Mr. MAGUIRE. Yes, sir.
Senator DoUGLAS. $2 000 a month.
Mr. MAGUIRE. I would like to point out that the Council explained

to me the reason they wished to enter into the contract or enter into
the understanding only for the period through February 28, was
because that is the date on which the government that is scheduled
to be elected in December will take office.

Senator DouoLAs. I understand.
Mr. MAouiRE. They explained they did not wish to make commit-

ments binding the new government that will come in. They simply
wanted to have representation here during the period for which they
have responsibility.

Senator DOUGLAS. I understand.
Is there an allowance for expenses also?
Mr. MAGUIRE. Only for out-of-pocket expenses.
Senator DOUGLAS. What do you mean by "out-of-pocket expenses"?
Mr. MAGUIRE. Such as my trip to the Dominican Republic.
Senator DOUGLAS. Would it include entertainment expenses here

in Washington?
Mr. MAGUIRE. No, sir. It would include, as I have outlined in my

letter, cables, telephone calls, translations, taxicab fare, or transpor-
tation and the like.

Senator DOUGLAS. There was a witness yesterday who said he had
already spent his salary or fee and expenses, which was quite a liberal
salary, and I forgot to question him as to how he could have spent all
this money immediately, which was a slip on my part, but which I
now raise for the purpose of the record in case any evidence is sub-
mitted on this point.

I don't want to put a man in double jeopardy, so I shall not recall
him.

Why do you think the Dominican Sugar Commission needed an
American representative, Mr. Maguire?

Mr. MAGUiRE. For two reasons I think, Senator: One, I think it
is the position of the Dominican Republic that if sugar quotas are to
be establi-hed by die Congress of ihe United States, it is necessary,
and they feel the need to have someone who can bring to the.Congress
of the United States the facts and considerations, which they feel
are very particular in their case, jor the maximum quota allotments
that it is possible for the United States to make. ,
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On the other hand, if the quotas are fixed by the executive branch
rather than the Congress of the United States, they wish to present to
the executive branch, which means for the most part, the Department
of Agriculture, and the Department of State, the considerations that
exist. during this changing period for them.

Senator DOUGLAS. Couldn't the diplomatic representatives and
the commercial attaches do that?

Mr. MAGUIRE. In some instances they will, of course. They are
today, and there is a-delegation here of 16 people from the Dominican
Republic, composed of members of the government, of industry, of
labor, of farmers, of the press, and of the banks who have had a meeting
with the Under Secretary of State and members of his staff, and who,
hope to have a meeting with the Under Secretary of Agriculture
today, and will also have, hopefully, meetings with members of the
White House staff.

The diplomatic representatives most certainly will work. However,
I think in most instances foreign governments and foreign nationals
feel the need to have the guidance and counsel of people here in terms
of how to approach the U.S. Government, and its various agencies.

Senator DOUGLAS. Do they feel the need of a representative in
order to approach the U.S. Congress?

Mr. MAouaE. I think so, sir. For the most part, the U.S. Con-
gress does not encourage direct approaches by foreign nationals.
They do permit

Senator DOUGLAS. They would be very happy to welcome you,
Dr. Ortiz.

Mr. ORTiz. Thank you.
Mr. MAGUIRE. The Congress does permit the employment of

American citizens as representatives of the various interests that wish
to bring their considerations before the Congress,

Senator DOUGLAS. Mr. Maguire, do you have a special background
in the field of sugar?

Mr. MAouiRE. No, I do not.
During the time I was in Government I woks exposed to some back-

ground and experience in the sugar field but'it was entirely during a
6-year period when I was in the Department of Agriculture from 1935
to 1941.

I was at that time Deputy Admidistrator of the Surplus Marketing
Administration and we had a measure of responsibility for sugar.

I was also in the War- Production Board, and had a measure of
res onsibility for the administration of the sugar allocation order.

But other than that, I have had no experience in sugar and have
never represented anyone in the sugar business nor had anything to
do with it in the intervening years.

Senator DOUGLAS. You have been in private practice of law since
then?

Mr. MAouERE. No I have not. I spent 10 years in government.
I have been in the private practice since 1950.

Senator DOUGLAS. Yes.
Since 1950 you have been in the private practice ol law?
Mr. MAGUIRE Yes sir,
Senator Doux.Aer. Nave you represented any other foreign, oofl-

tries?
Mr. MA xiR. No; I have not.
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Senator DOUGLAS. Of course, you are aware of the fact that the
quota assigned to the Dominican Republic under the 1961 act was
96,000 tons?

Mr. MAGUIRE. That is right, sir.
Senator DOUGLAS. And that the temporary quota is 222,000 tons?
Mr. MAGUIRE. That is right, sir.
Senator DOUGLAS. Have you impressed upon your clients the fact

that this 222,000 was a temporary quota, did not constitute a perma-
ment right?

Mr. MAGUIRE. They are acutely aware of that, Senator. They
never made very large shipments to the United States until the Cuban
quota was taken away.

Senator DOUGLAS. That is right.
Mr. MAGUIRE. They do understand that the allocations they get

from the Cuban reserve quota are on a temporary basis.
Senator DOUGLAS. Dr. Ortiz, you heard Mr. Debevoise testify.
Is it your contention that your chief difficulties have been caused

by the fact that Great Britain is no longer purchasing sugar from you
for sale in sourtheast Asia?

Mr. ORTIZ. Yes; it is one of the major factors.
Senator DOUGLAS. And she is not purchasing sugar because Russia

and Poland are directly selling Cuban sugar in southeast Asia?
Mr. ORTIZ. Exactly.
Senator DOUGLAS. And this has, therefore, indirectly deprived you

of a market?
Mr. ORTIZ. Yes, of our biggest market.
Senator DOUGLAS. And, therefore, you turn to the United States

for replacement?
. Mr. ORTIZ. Exactly. In the past, over 70 percent of our exportable

sugars went to England. It was an appreciable market and this year
we have not been able to sell a single ton because of this fact.

Senator DOUGLAS. I think you and Mr. Debevoise have made a
ver stong case and I think it would appeal to the American people.
The trouble is that if we make an exception to you we open the

floodgates for other countries, and that is our difficulty.
Mr. ORTIZ. But, Mr. Chairman, the situation of the Dominican

Republic as you have seen is a very peculiar one, not only on account
of the economic problem confronting us now but the political estab-
lishment of the colntry.

. Senator DOUGLAS. You mean you also have the problem of Castro-
ism, you mean?

Mr. ORTIZ. We have a very, very serious problem.
Senator, DOUGLAS. Of course, Haiti has this problem.
Mr. ORTIZ. Who?

* Senator DOUGLAS. Haiti, your sister republic.
Mr. ORTIZ. Yes; but Haiti-
Senator DOUGLAS. Which is even' closer to Cuba than you are,

and every country in the Caribbean, every country in Latin America,
has this problem.

Does this mean that we must pay this premium or subsidy to every
country? I
.:Mr. ORTIZ; I think itrwould be extremely convenient-

Senator DOUGLAS. Pardon?
Mr. ORTIZ. I think that would be extremely convenient.

AAA



SUGAR ACT AMENDMENTS OF 1962

Senator DOUGLAS. I am sure it would be convenient. I have no
doubt of it whatsoever. It would also be extremely expensive.

Mr. ORTIZ. Well, sometimes it is a good thing to have this type of
expenses.

Senator DOUGLAS. I again want to say the ability of the United
States to bear these burdens is not unlimited. It is not unlimited.
We are strong, but I doubt if we can support the whole world.

Mr. MAGUIRE. Yes, sir.
Senator DOUGLAS. In your letter to Dr. Ortiz, did you say-

I am hopeful that it will be possible to realize substantial benefits for the Domin-
ican Republic in the process.

Mr. MAGUIRE. Yes, sir.
Senator DOUGLAS. And in your registration statement did you

indicate that your duties were to assist Dominican Republic producers
and processors in marketing sugar in the United States and in watch-
in legislation?
Mr. MAGUIRE. Yes sir. I must point out, Senator, at that time

the House hearings had already been held. They were finished
insofar as presentations by country representatives were concerned.

It was a fact that two bills were before the Congress, one the
administration bill, and the other the bill which I believe is before
this committee now, which provided substantial quota benefits to a
large number of countries.

Senator DOUGLAS. Now, there is pending in the Court of Claims,
is there not, a claim of $22 million by the Dominican Government
and the South Puerto Rico Sugar Co. against the United States for
the bounty on sugar which was withheld from the Trujillo Goveril..
ment, is that true?

Mr. MAGUIRE. That is correct.
Senator DOUGLAS. That is pending in the court.
Mr. Maguire, now, on an amendment in the House this was intro-

duced into the bill, isn't that right, provision for payment?
Mr. MAGUIRE. That is true.
Senator DOUGLAS. Were you active in getting that included in

the bill?
Mr. MAGUIRE. I was not, sir.
Senator DOUGLAS. Do you know where that came from?
Mr. MAGUIRE. I do not.
Senator DOUGLAS. What? You do not know?
Mr. MAGUIRE. I do not know.
Senator DOUGLAS. The child was born underneath the rose bushes

without a visible father.
Mr. MAGUIRE. I can, Senator tell you what my understanding is.
Senator DOUGLAS. Yes; I would appreciate it.
Mr. MAGUI JE. But I really don't Uow if this is accurate, certainly

in all details.
Senator DOUGLAS. I understand.
Mr. MAGUIRE. This has been a very controversial subject; the

withholding of the premiums in late 1960 and early 1961.
Senator. DOUGLAS. Which, Dr. Ortiz very properly said, played:ai

very important part in the ousting of TrujillQ and for which he
praised us. "

Mr. MAGUIRE. That is right, sir.
Senator DOUGLAS. Yes.
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Mr. MAGUIRE. Mr. Eisenhower, if my understanding is correct.,
announced at the time of the withholding of those premiums that it
was in the nature of a sanction against the Trujillo regime.

Senator DOUGLAS. That is right.
Mr. MAGUIRE. That it was designed to keep the money from going

into the pockets of Trujilos rather than for the benefit of the people
of the country.

Since it was such a controversial subject in the Dominican Republic
a great many efforts were made and a great many discussions took
place, including the one referred to yesterday with Mr. Moscoso.

I can only assume that Mr. Moscoso made the statements that he
did at that time without knowing that simultaneously the administra-
tion was drawing up a bill which was subsequently submitted as H.R.
11730, that provided for global quotas and no premiums in the future.

I think the administration changed its position because they felt
it would be inconsistent to endorse the payment of the premiums that
were previously withheld and simultaneously recommend the abolition
of premiums.

I do know that discussions were held with Members of Congress,
with many of the members of the State Department and the Depart-
ment of Agriculture, who had any part in the withholding. The dis-
cussions were designed to get for the Dominican Republic the return
of that money. Who actually wrote the amendment in the House bill,
I do not know. I do know that before it was written conversations
were held with Congressman Cooley and he said or I believe he said,
that from a moral standpoint he thought the Dominican Republic
should have the money returned. The Whole Committee of the
House apparently debated and considered it, and inserted it in the bill.

Senator DOUGLAS. You say conversations were held with Congress-
man Cooley.

Who held the conversations? These cannot be one-sided conversa-
tion. That implies at least two parties.

Mr. MAGUIRE. I did not, Senator.
Senator CURTIS. May I ask a question?
Senator DouoLAs. Yes, indeed.
Senator CURTIS. If this money were to be paid which is provided

in the House bill, who would get it?
Mr. MAGUIRE. The Dominican Republic would have the legal

right to 60 percent of the money.
Senator CURTIS. You mean the Government?
Mr. MAQUIRE. The Dominican Government.
The South Puerto Rico Sugar Co. would have a legal right to

approximately 30 percent of the money.
A private Dominican company would have the right to approxi-

mately 0 percent of the money.
Senator CuwrIs. Who would have a right to the 30 percent?
Mr. ORTIz. The South Puerto Rican Sugr Co.
Mr. M A*u!RL. The South Puerto Rican Sugar Co.
Senator Cuwr. Now, who represents the South Puerto RicanSuarC ?

t~ ou ~irs. Well, MOi, ebep9se who has testified.

Senatdi CtRms. Oh, yes, but I woulA like to ask this. Who
rerese nts the South Puerto Rican Co.?
"Mr.MAGUIRE. In the United States?
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Senator CURTIS. Yes.
Mr. MAGUIRE. Walter Surrey.
Mr. ORTIZ. There is a gentleman, in connection with this-
Senator CURTIS. Who represented the Dominican Republic insofar

as they would share in 60 percent of it?
Mr. MAGUIRE. In terms of this amendment?
Senator CURTIS. Yes.
Mr. MAGUIRE. I think at that time they had no representative.

The people in the Embassy made representations of course, but I
believe they made no representations to a Member of Congress. Is
that your understanding?

Mr. ORTIZ. Yes.
You see 60 percent of the sugar industry belongs to the Government.

60 percent of this money would belong to the Government.
Senator DOUGLAS. Because you have nationalized the Trujillo

mills?
Mr. MAGUIRE. That is right.
Mr. ORTIZ. The government companies have a claim of around $13.9

million, which was presented as a part of the $22.8 million. And if it is
refunded to the Dominican Republic, of course, this $13.9 million will
accrue to the benefit of the whole Dominican people.

Of the almost $7 million, of the South Puerto Rican Co., because
of the tax situation, over 50 or 56 percent of it will have to be paid in
income taxes.

Immediately, half of this money that they will receive will come in
the form of fiscal revenues to the Government, and for their remaining
half they have made the commitment with the Government that this
balance will be used for social welfare and-

Senator DOUGLAS. That is true of the South Peurto Rican Sugar
Co. Is it true of the 10 percent?

Mr. ORTIZ. Oh, yes, of course. They have exactly the same com-
mitment and being a Dominican corporation, of course, it is com-
plete-

Senator DOUGLAS. Dr. Ortiz, do you know who represented the San
Domingo Sugar Association in connection with this amendment before
the House?

Mr. ORTIZ. No; we do not have any representation.
Senator DOUGLAS. You did not have any representation?
Mr. ORTIZ. We had a long time ago, last year-
Senator DOUGLAS. In other words, this just happened?
Mr. ORTIZ. Yes.
Senator CURTIS. Well, who did you have a year ago?
Mr. ORTIZ. A year ago?
Senator CURTIS. Yes.
Mr. ORTIZ. Until some time-it was July or August 1961, and I do

not remember exactly-the sugar commission had a contract with a
firm here in Washington, Michael Dean.

Senator DouoIAs. Who?
Mr. Owrnz. Michael Dean.
Senator DOUGLAS. Is he now suing you?
Mr, Om'riz. Pardon?
Senator DOUGLAS. Is he now suing you?
Mr. ORTIZ. Well now, I have rumors. I would like to make a

statement in this connection - I
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Senator DOUGLAS. I beg your pardon?
Mr. ORTIz. I would like to make a statement in this connection.
Senator DOUGLAS. Yes, but first let me ask you: Is he now suing you?
Mr. ORTIZ. No; I understand that he will do it.
Senator DOUGLAS. Go ahead.
Mr. ORTIZ. But we have not seen any legal claim or anything like

that. This is a statement that I would like to make in this connection.
I understand that there is being circulated among the members of

this committee a memorandum setting forth an alleged claim against
my Government in connection with section 18 of the House bill.

Without developing or delving into the merits of section 18 this
memorandum, which I saw for the first time yesterday, develops or
deals with a contingent-fee contract for the representation of. the
Trujillo regime before the Congress, a contract which was entered
into under Trujillo and terminated shortly after the fall of the Trujillo

rWhether this is a valid claim or not, I suggest that the proper

procedure is for the claimant to file a formal presentation with my
overnment, to be considered by our attorney general.
I also suggest that this procedure is preferable to having the issue

considered for the first time in the legislature of another government.
I assume I need not point out that my Government will fully and

fairly consider any claim properly presented to it. It cannot, any more
than the Government of the Uniited States determine the validity of
any claim on hearsay statements presented to legislators of another
government.

Senator DOUGLAS. Well now, just a minute; when did you say the
contract between Mr. Dean and the Government was signed?

Mr. ORTIZ. When it was signed?
Senator DOUGLAS. When was it signed; yes.
Mr. ORTIZ. It was signed sometime in 1960.
Senator DOUGLAS. Sometime in 1960?
Mr. ORTIZ. Yes, and-
Senator DOUGLAS. When Trujillo was in power?
Mr. ORTIZ. Pardon?
Senator DOUGLAS. When Trujillo was in power?
Mr. ORTIz. Yes.
Senator DOUGLAS. Was it continued by the new administration?
Mr. ORTIZ. By the present administration? No; it was canceled

after the-
Senator DOUGLAS. When was it canceled?
Mr. ORTIZ. As I say, I do not remember the exact date or the exact

month, but it should be around August or July of last year.
Senator DOUGLAS. 1961?
Mr. ORTIZ. 1961.
Senator DOUGLAS. How much did the contract call for?
Mr. ORTIZ. I saw the contract when I came here and I heard this

rumor because some presentation had been made to our Ambassador
or to a member of the Embassy, and I saw a copy of the contract.

Senator DOUGLAS. Yes?
Mr. ORTIZ. It provides, what I saw, for the payment of $40,000

as a fiat amount plus 25 cents per ton of sugar that was obtained.
Senator DOUGLAS. How much?
Mr. ORTIZ. 25 cents.
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Senator DOUGLAS. 25 cents for each ton?
Mr. ORTIZ. For each ton of sugar.
Senator DOUGLAS. Under a permanent quota or under a temporary

quota?
Mr. ORTIZ. Under the temporary quota, I understand.
Senator DOUGLAS. Now, the figures show that 220,723 tons were

obtained in 1961 under a temporary quota.
Would that mean that it will be an additional payment of $55,500?
Mr. ORTIZ. Something like that.
Senator DOUGLAS. Something like that?
Mr. ORTIZ. But the memorandum that was given to me represented

a figure of $136,000.
Senator DOUGLAS. $136,000?
Mr. ORTIZ. As I say, it was given to me only -I have not yet had

the opportunity of checking these figures.
Senator DOUGLAS. Mr. Maguire, you are getting $2,000 a month?
Mr. MAGUIRE. Yes sir; and no contingencies.
Senator DOUGLAS. senator Curtis?
Senator CURTIS. Nothing more.
Mr. MAGUIRE. Senator there was one reference a moment ago that

I think perhaps I can help clear up.
As far as this $22.8 million is concerned, if it is returned to the

Dominican Republic, all of the dollars, as such, will go to the Govern-
ment of the Dominican Republic.

An agreement has been entered into with the South Puerto Rican
Sugar Co., the only company that might be entitled to some of this
money in the form of dollars, under the terms of which the dollars
will remain with the Government.

South Puerto Rican Sugar Co. will take in lieu of dollars the peso
equivalent which they will use in the Dominican Republic for social
welfare or social betterment projects.

Senator CURTIS. What industries have been nationalized since the
new government came in?

Mr. ORTIZ. Well, all the industries-
Senator CURTIS. All the what?
Mr. OirrzZ. All the industries that have-
Senator CURTIS. All the industries?
Mr. ORTIz. All the industries and companies that were owned by

the members of the Trujillo family. That amounts to about 45 big
organizations.

Senator Cuwris. Now, do you have any plans for any further
nationalization?

Mr. ORTIZ. Not at all. The assets of these 45 companies have been
used to capitalize the Industrial Development Corp.-

Senator CURTIS. And have you expropriated any property of foreign
people?

Mr. O TIZ. As far as I know, absolutely not.
Senator CuRIs. Do you have plans for any or are there plans for

any expropriation?
Mr. ORTIF. Are there plans?
Senator CURTIS. Yes.
Mr. ORTIZ. Not at all.
Senator CURTIS. That is fll, Mr. Chairman.
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Mr. MAGUnIE. On the contrary, Senator, I think it should be
pointed out that the Government is currently encouraging foreign
investments in the Dominican Republic.

Senator CURTIS. As I understand it or as I understand the Alliance
for Progress one of its big objectives is to prevent the spread of corn-
munism into the Western Hemisphere, and communism cannot
spread without nationalization and expropriation of property.

That is the vehicle that it must have.
I hope that that is realized throughout the hemisphere.
Mr. ORTIZ. Well, even under our agrarian reform law we will

have sufficient land to distribute for the next 3 or 4 years.
Senator CURTIS. That is all, Mr. Chairman.
Senator DOUGLAS. One or two points that I would like to clear up

are these:
Has the American Government, or any of its agencies, placed a

loan of $25 million to the Dominican Republic?
Mr. ORTIz. Yes, sir. There was a loan of $25 million by AID

recently.
Up to now we have signed agreements for the use of this money to

the amount of about $14 million.
Senator DOUGLAS. So that the United States cannot be charged

with being stonyhearted in its attitude toward the new Government
which you have.

I think there is another statement that I should make w hich is not
directly involved in the testimony.
. These congressional hearings can at times be cruel in the implica-
tions which are drawn from them. It has been developed that th
attorney for the South Puerto Rico Sugar Co. is Mr. Surrey-

Mr. M1AGUIRE. Walter Surrey.
Senator DOUGLAS. Walter Surrey, I mean. Excuse me.
That is Mr. Walter Surrey, who is the brother of Stanley Surrey

who is the Assistant Secretary of the Treasury, and that fact has been
commented on in the press and may be commented on again.

I think the record should show that. the Treasury Department is
supporting the administration's bill, and that in that connection
Mr. Walter Surrey's brother has had no influence on the attitude of
the Treasury in this matter.

My information is that Mr. Stanley Surrey has not made any effort
to change the position of the Treasury.

I think this should be said as a protection to the reputation of Mr.
Stanley Surrey against imputations which might be made, and I do
this as an advance precaution.

I think the same thing-should be done in connection with Mr. George
Ball, whose law firm is representing one of these countries, and I
forget exactly which one it is at, the moment.

Mr. Ball is strongly supporting the position of the administration
in the discontinuance of these individual quotas and tme payment of
premium prices.

So I hope very much that these facts may prevent what seems to
me or what would seem to me unjustified implications.

Senator McCarthy.
Senator MCCARTHY. I have no questions.
Senator DOUGLAS. Thankyou very much.
Mr. ORTIz. Thank you very much, Mr. Chairman.
(Mr. Ortiz submitted the following statement for the record:)
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STATEMENT OF THE COMISION DE DEFENSE DEL AZUCAR Y FOMENTO DE I& CAN&

OF THE DOMINICAN REPUBLIC

The Comision de Defensa del Azucar y Fomento de la Cana (usually referred
to in English as the Sugar Commission) is an instrumentality of the Government
of the Dominican Republic that is concerned with the production, processing,
development, and marketing of sugar and sugar products. Sugar is far and away
the largest single industry in the Dominican Republic and, as of today, the very
life of the country depends on the stability of the industry and its ability to market
the sugar crop at fair reasonable prices.

Because of changed and changing conditions In the world, the Dominican
Republic has lost most of its former sugar markets to Cuba and other Communist
countries and must look to the United States as its principal market in the future.

Total estimated sugar production of the Dominican Republic for 1962 is
1,150,000 tons. Of this amount approximately 480,000 tons has been sold so far
this year in the U.S. market both as permanent quota sugar and as import alloca-
tions from the Cuban reserve quota. Approximately 100,000 tons will be con-
sumed internally leaving an export surplus of 570,000 tons for the rest of this year.

For 1963 through 1966, the situation would be even more drastic under the
proposed legislation. A permanent annual quota of approximately 200,000 tons
would be established for the Dominican Republic plus 10 percent or 150,000 tons
of the Cuban reserve if diplomatic relations with Cuba are not restored.

Because of wage increases established by the new Government of the Dominican
Republic in order to raise standards of living, production costs of sugar are cur-
rently 4 cents a pound. It would be disastrous to the economy of the country
to attempt to market, at current world sugar prices of 2.66 cents, the exportable
surplus that would result if this legislation is adopted. Production would have
to be curtailed, wages lowered, imports restricted drastically, and political unrest
would undoubtedly follow.

The people of the Dominican Republic cannot understand why, at this critical
moment for them, the United States would consider reducing Dominican sugar
imports and fixing preferential quotas for such far away places as the Fiji Islands,
Mauritius, South Africa, India, Australia, and many other remote countries that
have never previously been suppliers to the U.S. market in the real sense. Neither
is it possible for them to understand the proposed quotas for Western Hemisphere
dependencies of European countries. Heretofore, those dependencies enjoyed
preferential and protected markets at home. Today sugar purchases from Cuba
and the Soviet bloc appear to have been substituted for those previously made
from such dependencies.

The Dominican Republic, with the aid and support of the United States, Is
making progress in its economic development; has moved far toward a demo-
cratic form of government; has achieved a considerable measure of political
stability; and is dealing forthrightly with its social problems that are largely
the outgrowth of 31 years of despotic dictatorship.

The United States has a very special interest In taking whatever steps are
possible to assure the successful establishment of a lasting democracy in the
Dominican Republic. - The enemies of democracy have in the past and presently
are Intensifying their efforts to foment unrest and bring the Dominican Republic
.nto the Communist sphere. Other Western Hemisphere countries are anx-
ously watching the developing situation and the outcome will inevitably accrue

to the advantage or disadvantage of the Dominican Rtepublic, the United States
and, even to some extent, to the democratic form of government, as an institu-
tion, in the Western Hemisphere.

At this moment In the troubled history of the Dominican Republic the economic
stability of the country could well be 'the deciding factor in its political future.
Sugar, to a greater extent that in any' other sup lying country, is the -bck-
bone of the Dominican Republic's economic life. More than half of Its popula-
tion is dependent on sugar for Its livelihood, and more than half of its earnings
from exports come from sugar and sugar products. The establishment of increased
sugar quotas for the Dominican Republic, however, would in no sense be a one-
way street for the United States. Except for the politically troubled period
immediately past, the Dominican Republic has been a very substantial importer
of goods and equipment from the United States which has always been its chief
supplier. Given a further opportunity to achieve economic stability and with
an assured market for a substantial part of its export sugar, the Dominican Re-
public will be an even more important customer for goods from the United States.

The Dominican Republic is a natural and logical supplier of sugar to the United
States from the standpoint of geography; from the standpoint of maintenance of
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its economic and political stability; and from the standpoint of providing an
assured, dependable, and close source of supply to the United States, even in
wartime.

The House bill, H.R. 12154, which is now before the Finance Committee of the
Senate, provides for widespread division of the quotas for imported sugar. The
Dominican Sugar Commission respectfully suggests that the foreign quota distri-
bution be revised and for the most part confined to those Western Hemisphere
countries that are the logical producers for and suppliers of most of the U.S.
import requirement.

F or these reasons and because the Dominican Republic is a dependable source
of supply, close to the U.S. mainland, the sugar commission earnestly urges that
total quotas for the Dominican Republic be increased to at least 900,000 tons
per year.

The sugar commission also urgently requests the adoption by the Senate of
the House-approved provision for the return of the $22.8 million imposed by the
executive branch of the U.S. Government as entry fees on nonquota sugar pur-
chases from the Dominican Republic in late 1960 and early 1961. The fees were
imposed entirely for the purpose of preventing the Trujillo regime from getting
the benefit of the U.S. premium price. The Trujillo regime has been overthrown
and the people of the Dominican Republic will be the real beneficiaries of the
money since, under an agreement between the Government and private sugar
producers, the dollars authorized to be returned would become the property of the
Dominican Republic and be available to stabilize their foreign exchange position.
The people of the Dominican Republic are aware that all Other countries that
supplied nonquota sugar at that time received the quota premium price and they
believe strongly that with the disappearance of the reason for imposition of the
fee their country should be treated in the same manner other supplying countries
were treated. The return of the $22.8 million has very great importance to both
the economic and political stability of the country.

The Sugar Commission of the Dominican Republic hopes most sincerely that
the Senate of the United States will favorably consider these recommendations
and this appeal.

Submitted on behalf of:
COMISION DE DEFENSA DEL, AZUCAR Y FOMENTO

DE LA CANA OF THE DOMINICAN REPUBLIC,
By PHILIP F. MAGUIRE, Counsel, Washington, D.C.JuN. 22, 1962.

Senator DOUGLAS. The next witness is Mr. Robert C. Barnard,
Queensland Sugar Board and the Australian sugar industry.

STATEMENT OF ROBERT C. BARNARD, ON BEHALF OF THE
QUEENSLAND SUGAR BOARD AND AUSTRALIAN SUGAR INDUS-
TRY; ACCOMPANIED BY P. T. WHEN, ASSISTANT GENERAL
MANAGER, THE COLONIAL SUGAR REFINING CO., LTD.

Mr. BARNARD. Mr. Chairman, my name is Robert C. Barnard.
Mr. Chairman, I appear on behalf of the Queensland Sugar Board

and the Australian sugar industry, which includes the Australian Cane
Growers Association and the Australian Sugar Producers Association.

I have a prepared statement, Mr. Chairman, which I should like,
with your permission, to submit for the record, and I would like to
summarize the statement in the interest of conserving time.

I will submit that to the reporter.
(The statement of Mr. Barnard together with attachments,

follows:)

STATEMENT OF RoERTnm C. BARNARD ON BEHALF OF THE AUSTRALIAN SUGAR
INDUSTRY, ON H.R. 12154

Mr. Chairman and members of the committee, I am grateful for the opportunity
to appear before this committee on behalf of the Queensland Sugar Board and
the Australian sugar industry, including $he Australian Cane Growers Association
and the Australian Sugar Producers Ass6ciation.
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We are pleased that the House of Representatives has considered Australia
favorably to furnish sugar regularly to the United States and are hopeful that this
committee and the Senate will also conclude that Australia should be considered
as a permanent supplier.

The basis for our hopes that the Senate will consider Australia as a permanent
supplier to the U.S. market is twofold: first, the growing trade that is now bringing
these two democracies closer economically and, second, the close ties that have
joined the United States and Australia as allies. This growing trade and the
historic ties make it of benefit both to the United States as well as to Australia
that Australia become a permanent supplier of the U.S. market.

1. The economic ties between the countries have become greater because of
increasing trade with the United States and American investment in Australia.

Today America is the second largest exporter to Australia. The annexed chart
shows that Australia has been turning more and more to the United States for
its imports. Between 1955 and 1962 the U.S. share of the Australian import
market doubled-from 10 to 20 percent.

The significance of this growth is shown by the fact that the value of U.S.
exports to Australia more than doubled between 1955 and 1962. It rose from
$200 million to $430 million. (The details appear on the chart annexed to this
statement.)

In recent years, the United States has had an increasingly favorable balance of
trade and of payments with Australia.

In 1961, the U.S. exports to Australia were greater by $135 million than imports
from Australia.

The balance of payments favors the United States even more. In fiscal 1961
the U.S. favorable payments balance exceeded $500 million.

The advantage of the United States in trade and overall accounts with Australia
is illustrated in the annexed chart. This advantage is emphasized by the fact
that the U.S. exports to Australia represent export sales of U.S. goods in cash and
for dollars.

Australia must depend on its own exports to maintain and increase its purchases
from the United States. A sugar quota would help both the United States and
Australia by promoting this growing trade.

2. The United States and Australia have a long record of partnership. They
were Allies in World War I and in World War II. Since then they have grown
closer through their membership in ANZUS, the mutual security treaty that unites
the United States, Australia, and New Zealand, as well as through SEATO (the
Southeast Asia Treaty Organization).

It would be a serious disappointment if the Congress were to adopt a principle,
either for the setting of quotas or the filling of the reserved Cuban quota, that
would ignore the trade and defense relations with Australia by confining the new
allotments to the Western Hemisphere. We are hopeful that the Senate will
agree that mere accident of geography should not be the basis for excluding a
major exporter of sugar such as Australia from the U.S. market. To do so would
be to exclude a historic ally of the United States and a close partner today in
mutual defense and a significant and growing customer for U.S. exports.

In terms of pure geography, Australia'8 sugar is 1,500 miles closer than that of
the Philippines. As for the danger of wartime transport, all offshore suppliers
that must ship any distance on the open sea would face the same problem, regard-
less of their relative locations.

A sugar quota will tie the people of Australia more closely to the United States.
It would benefit directly the 9,600 individual farmers who grow Australia's
sugarcane and, through cooperatives, own half of its sugar mills. In all, some
350,000 Australians depend directly or indirectly on the sugar industry for their
livelihood. The opportunity to supply sugar to the United Statei in 1961 was
widely publicized; the opportunity to supply the United States in the future will
be warmly received.

Australia's farmers will benefit directly from sales in the. United States. Aus-
tralia's cane farms average 60 acres each. These farmers operate under an orderly
marketing program but they receive no subsidy. Their incomes derive directly
from the proceeds of sugar sales in both the domestic and export markets. In
fict, 76 percent, of income from raw sugar sales goes to the farmer.

Australia's sugar industry offers the United States the advantages of a stable,
reliable supplier which is one of the world's most efficient. Its production this
year will exceed 1%' million tons, an amount comparable to that of the Philippines.
Its export facilities are fully mechanized for speedy shipment.

Australia hopes to be able to supply the U.S. market as a permanent quota
supplier and, in addition, to supply, under reallocation, a portion of the sugar st
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aside for Cuba. We are delighted that the House has decided that it is fair and
reasonable in the light of the facts, to grant Australia 50,000 tons of permanent
quota. We are also pleased that the House authorized a portion of the temporary
reallocation of the Cuban quota to be supplied by Australia.

It is well within Australia's capacity to supply the quantity of raw sugar to the
United States authorized in H.R. 12154. It is available from existing farms and
mills. This quantity for the U.S. market is In addition to that required for
Australian domestic consumption and exports to established oversea markets.

I wish at this point to make Australia s position quite clear on this matter of
Cuban reallocations. When Cuba becomes democratic and resumes friendly re-
lations with the United States, then the Australian industry will be prepared to
surrender its short-term reallocation of the Cuban quota without claiming any
vested right whatsoever in such temporary reallocations. This is the position
which the Australian industry has taken publicly ever since the Cuban supply
was cut off in early 1960. 1 am glad to be able to reconfirm today the policy
stated at that time.

We have not proposed a specific figure as a fair permanent quota for Australia.
We have full confidence in the Congress' decision as to what would be a fair and
reasonable quota for Australia.

We are confident that in the light of the facts we have presented, the Senate will
conclude that it is beneficial both for the United States and for Australia that
Australia be granted the privilege of supplying a portion of America's sugar needs
on a regular basis.

May I thank the chairman and the members of this committee for permitting
me to present Australia's request.

SUMMARY OF POINTS ON BEHALF OF AUSTRALIAN SUOAR INDUSTRY

1. The opportunity to supply sugar to the United States in 1961 made possible
by Congress was widely publicized and warmly received by the Australian In-
dustry. Australia is hopeful that Congress will consider it favorably to furnish
sugar to the United States regularly and at a fair price.

2. Australia's hopes are strengthened by Its growing ties with the United
States. These make it of benefit both for the United States and Australia that
Australia should be given the privilege of supplying sugar to the United States
on a permanent basis.

3. The United States and Australia, which are historic allies, have joined as
allies in ANZUS and SEATO for the defense of the Pacific.

4. Today America is the second largest exporter to Australia. Between 1955
and 1962 the U.S. share of the Australian import market doubled from 10 to 20
percent and the value of U.S. exports to Australia more than doubled from $200

S$430 million. See charts 1 and 2.
5. The United States has a favorable balance of payments and trade with

Australia. The U.S. payments surplus with Australia in fiscal 1961 was half a
billion dollars. See chart 3.

6. Australia was the second largest customer of the United States among the
full duty countries in 1961. See chart 4.

7. A U.S. sugar quota would benefit directly Australia's 9,500 individual cane
farmers and the 350,000 Australians who depend directly or indirectly on the
sugr Industry.

. Australia's cane farms average 60 acres. The industry receives no subsidy.
In fact, 70 percent of Income from raw sugar sales goes to the farmer.

9. Australia's estimated raw sugar production In 1962 Is 1% million tons, com-
parable with the Philippinqs. Its export facilities are fully mechanized for speedy
Shipment.
. 10. Australia has available more than 300,000 short tons of raw sugar each year
for the United States. This is additional to the needs of established markets and
can be produced without expanding existing acreage or mill facilities.

11. Australia seeks a permanent quota and a share In reallocations of the Cuban
quota. The Australian Industry will claim no vested right In the reallocations
when Cuba becomes democratic.

12. It would be a serious disappointment if Congress were to confine to the
Western Hemisphere new quotas or the filling of the reserved Cuban quota.
Mere geography should not exclude Australia. Australia's sugar is 1,500 miles
closer than the Philippines to U.S. east coast markets.

13. Australia has confidence that the Congress will recognize a historic U.S.
ally and a s/taifiCant and growing customer for U.S. exports by permitting
Australia to supply sugar regularly to the United States.
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Mr. BARNARD. May I say at the outset that Australia is grateful
for the fact that the United States has made it possible for Australia
to supply sugar to the United States in 1961.

Thi fact was widely publicized and warmly received *by the Aus-
tralian industry, and Australia is hopeful that the Congress will
consider it favorably to furnishing sugar to the United States regularly
and at a fair price.

Australia presents its views to this committee in the belief that
because of the growing ties between Australia and the United States
it is of mutual benefit to both countries-it is of benefit to the United
States and to Australia that Australia should be given the privilege
of supplying sugar to the United States on a permanent basis.

First may I comment on the political and military ties?
The United States and Australia have Iong been historical allies

and are now joined together as allies in ANZUS and SEATO for the
defense of the Pacific.

Secondly, may I comment on the trade and business existing be-
tween the two nations? Today America is the second largest exporter
to Australia. Between 1955 and 1062 the U.S. share of the Aus-
tralian import market doubled from 10 to 20 percent, and the value
of U.S. exports to Australia more than doubled from $200 to $430
million.

I have presented a brief summary of the points and attached to
the summary are charts.

The first two charts illustrate the extent to which--or the growing
extent to which Australia is turning to the United States for its
imports.

The United States has a favorable balance of payments and trade
with Australia.

U.S. payments surplus with Australia in 1961 was $0.5 billion.
The third chart, Mr. Chairman, shows the growing trade surplus in

favor of the United States and the growing balance-of-payments
surplus in favor of the United States. In 1961 it reached $0.5 billion.

Australia was the second largest customer of the United States
among the full duty countries in 1961. This is illustrated on the fourth
chart.

The U.S. sugarcane quota would benefit Australia's 9,600 individual
cane farmers and the 350,000 Australians who depend directly or in-
directly on the sugar industry for their livelihood.

Australia's industry is not an industry of large plantations. The 10
largest farms or the 10 largest growers represent about 2% percent of
the total cane production in Australia.

The average size of the cane farm in Australia is 60 acres. The
industry receives no subsidy.

The income of the farmers comes as a portion of the proceeds
from the sale of raw sugar, and approximately 70 percent of the
income from the raw sugar sales goes to the farmer.

We believe that this may be one of the highest or perhaps the
highest return to the farmers on sales anywhere in the sugar business.

Australia's estimated sugar production in 1902 is I million short
tons. This is comparable to the production of the Philippines.

It has fully mechanized export facilities and is able to turn ships
around quickly for speedy shipment.
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Australia has available more than 300,000 short tons of raw sugar
each year, beginning this year, for the U.S. market. This is additional
to the sugar that is needed for the established markets, and can be
produced in Australia without expanding any farm or mill facilities.
It can be produced from existing facilities.

Australia seeks a permanent quota and a share in the reallocation
of the Cuban quota.

I should like to make Australia's position completely clear on this
matter of the reallocation of the Cuban quota. In 1960 the Australian
industry stated, and I am told that it has been stated officially, that
it would claim no vested right whatsoever in temporary reallocations
when Cuba becomes democratic. :

This position has been announced publicly, and I am glad to
reaffirm it here today.

May I say, finally, that it would be a serious disappointment if
Congress were to confine to the Western Hemisphere new quotas or
the filling of the reserved Cuban quota.

We feel that mere geography should not exclude Australia from this
market. Australian sugar is 1,500 miles closer than the Philippines
to the U.S. eastern coast ports.

We have confidence that Congress will recognize Australia as a
historic U.S. ally and a significant and growing customer for U.S.
exports, and that the law adopted by the Congress will permit Aus-
tralia to sell sugar regularly to the United States.

Thank you very much, Mr. Chairman and members of the
committee.

Senator DOUGLAS. Thank you Mr. Barnard.
The figures which I have indicate that previously Australia has

had no permanent quota.
Mr. BARNARD. That is correct, sir.
Senator DOUGLAS. That in 1961 it was given a temporary quota of

90,000 tons.
Mr. BARNARD. That is correct, sir.
Senator DouGLAs. That the House bill provides a permanent

quota of 50,000 tons?
Mr. BARNARD. That is correct, sir.
Senator DOUGLAS. And it assigns a temporary quota of 150,000

tons.
Mr. BARNARD. That is correct, sir.
Senator DOUGLAS. For a total of 200,000 tons.
Mr. BARNARD. Yes, sir.
Senator DOUGLAS. This is a payment at the world price of $56 a

ton, and an annual subsidy in the amount of $11,200,000. Is that
correct?

Mr. BARNARD. On the. basis of the calculation you are making,
I assume that is correct, sir, but may I make a comment on it?

Senator DOUGLAS. Then I just want to clarify one more process of
the multiplication.

For 5 years this would be a total subsidy of $56 million?
Mr. BARNARD. May I make a col~ment on that, sir?
Senator DOUGLAS. Certainly. I
Mr. BARNARD. You have referred repeatedly in these hearings to

the world price for sugar.

460



SUGAR ACT AMENDMENTS OF .1982

I am sure that the Senator is aware of the fact that the world price
is an uneconomic price. It is below the price of production in every
producing country in the world.

If the United States now is to adopt the policy of buying sugar at
distressed prices it seems to me that the Congress should consider
that policy seriously in light of the other policies which this Congress
has supported of endeavoring to maintain and stabilize commodity
markets in the world and to arrive at fair and reasonable prices for
producers of commodities throughout the world.

Obviously, this a matter for the Congress.
We urge, before you adopt a policy of this kind, you consider that

it is analogous, at least, to importing' below-well, below-cost
labor-

Senator DOUGLAS. Well, I would like to point out that Congress
has not yet committed itself to an international cartel in the field of
coffee or tea.

I hope we have not in tin, although it may be that some of the
actions of our administrative agencies have been in that direction.

So that sugar is almost unique in this respect.
Mr. BARNARD. There is an International Sugar Agreement which,

I am sure, the Senator is aware of, and may I say in that respect
that the world price, the so-called world price- which is now the
distressed price for sugar, is below the price provided in the Inter-
national Sugar Agreement to which the United States is a signatory.

I believe all of these elements should go into the consideration of
the Congress before it decides that this is a reasonable policy on which
it chooses to trade with its friends.

Senator DOUGLAS. Is Australia a member of the Commonwealth
Sugar Agreement?

Mr. BARNARD. Yes sir
Senator DOUGLAS. Where does Australian sugar go now?
Mr. BARNARD. It is sold to the United Kingdom, New Zealand, to

Canada, and then it is sold in other markets in the world.
Senator DOUGLAS. What price does Australia realize for sugar

sold under the Commonwealth Sugar Agreement?
Mr. BARNARD. We submitted figures in the House of Representa-

tives which indicated that the average net return f.o.b. Australia,
which is the only way that makes sense to our producers, is $75 to $85
a ton.

Senator DOUGLAS. Four cents a pound?
Mr. BARNARD. This is a composite price, sir.
Senator DOUGLAS. You are asking that we pay 6% cents a pound?
Mr. BARNARD. We are not asking that you pay anything, sir-
Senator DOUGLAS. Well-
Mr. BARNARD. We are-
Senator DOUGLAS. At American prices that would mean-
Mr. BARNARD. We are asking for the opportunity to sell on this

market.
Senator DOUGLAS. Yes, at higher prices than you sell to the Com-

monwealth.
Is that not true?
Mr. BARNARD. Senator, the price which the United Kingdom pays

and which a great many countries in Europe pay for their sugar, and
which they have decided is a fair and reasonable price for the sugar,
is substantially the same as the price which the United States pays.
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Senator DOUGLAS. Well now, just a minuto. The price we would
pay would be 6% minus half a cent tariff, minus half a cent freight.

Do you say that you are getting 5% cents for the sugar which you
sell to the United Kingdom?

Mr. BARNARD. In terms of net return-
Senator DOUGLAS. No, I am speaking in terms o market price.
Do you say that you get the same price for sugar sold to the United

Kingdom as you would get in the American market?
Mr. BARNARD. It is substantially the same, yes, sir.
Senator DOUGLAS. Well now, the term "substantially" is an over-

coat.
It covers a multitude of sins-
Mr. BARNARD. Sugar is sold on a complicated formula which in-

cludes partly a negotiated price and partly another formula, sir.
You do not come out with exactly the same figure. The amount is

substantially the same and the net return to Australian growers is
substantially the same, f.o.b. Australian ports.

And this is true of other countries in the world. I urge this on
the Senator, to suggest that the U.S. price-the conclusion which the
U.S. Government has made as to what is a reasonable and fair price
for paying for sugar, is not one that only the United States has made,
but other nations have also concluded that this price level is reasonable
and a fair figure to fix, to provide an adequate return and an adequate
price for the people.

Senator DouoLs. Well, we have had testimony or we had testi-
mony yesterday, and it may have been mistaken testimony, that the
British price was less than the American price.

I think it was in connection with the Fiji Islands.
Mr. BARNARD. I believe it was Mauritius.
Senator DouoLs. Oh, yes.
Mr. BARNARD. Senator, we have made the calculations and in

terms of both the price realized in the United Kingdom and the net
return to the Australian growers, f.o.b. Australian ports, give or take
a shilling, they come out even.

Senator MCCARTHY. Will you yield, Mr. Chairman?
Senator DOUGLAS. Yes of course.
Senator MCCARTHY. Will you explain why the differential in the

price is not reflected in the return to the Australian sugar industry?
What happened in between?
Mr. BARNARD. It is reflected in the return, sir. I said it is the

same both ways.
Senator MCCARTHY. Well, what happens to the cent and a half?
What advantage do you get from dealing with the British that

would offset the cent and a half difference in the price? There must
be something in exchange.

Is there an indirect subsidy or- ,
Mr. BARNARD. Sir, when I refer to the United Kingdom price

there are other sugars sold in other ways which realize different prices
in different markets, and I was referring to the United Kingdom price
to illustrate the point that the United States is not the only nation in
the world which has concluded thlat this price level is a fair and
reasonable price level to pay for sugar in the light of manufacturing,
producing, and other costs that are reasonably incurred by the

ere..
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This is an economic price.
Senator MCCART HY. Well, I understand but you said the return

to the Australian sugar industry is essentially the same, whether you
get 5% cents from us or 4 cents from the British.

Mr. BARNARD. No, we do not get 4 cents from the British, sir.
The United Kingdom price is higher.

Senator DOUGLAS. Well, what is it?
Senator McCARTHY. What is it?
Mr. BARNARD. It is a composite price. It comes out the same as

the U.S. price.
Senator MCCARTHY. What goes into the composite price?
Mr. BARNARD. Well, it is purchased under two kinds of formulas,

sir, and the net result of the composite price is the same price as the
United States.

Senator MCCARTHY. Well, what are the components of the com-
posite p rice?

Mr. BARNARD. Part of it is sold at one price and part at another.
Senator MCCARTHY. Well, what price?
Mr. BARNARD. It is a negotiated price for part of the sugar that-
Senator MCCARTHY. Well, how much is sold?
What is the negotiation? How much do you get?
Do you get 10 cents a pound for 10,000 tons or how do you sell it?
Mr. BARNARD. No, sir. The price is done on a negotiated basis.
May I ask a representative here to give me the precise figure?
Senator DOUGLAS. Yes.
Mr. BARNARD. This is Mr. Wheen.
Senator DOUGLAS. Very glad to welcome you, sir.
Would you explain?
Mr. WHEEN. Yes; with pleasure.
Mr. Chairman as far as the United Kingdom is concerned, under

the Commonwealth Sugar Agreement, there is a provision for what
we call a negotiated price.

This is a price with the United Kingdom, the Ministry of Food,
agrees to pay suppliers to that market under this agreement. The
price is worked out by an agreed formula.

The formula is based on the cost established, a substantiated cost
of production, in the various countries of the Commonwealth that
supply the United Kingdom.

Senator DOUGLAS. In other words, it varies from country to
country?

Mr. WHEEN. It is a uniform price, and the reason that it is a
uniform price is it is an average price, that is to say, based on the
average cost of production.

Senator DOUGLAS. Excuse me, but perhaps you should follow this
up.

Senator MCCARTHY. No, go ahead.
Senator DOUGLAS. The average is taken from countries such as

the British West Indies, and the Fiji Islands-
Mr. WHEEN. Australia-
Senator DOUGLAS (continuing). And Australia?
Mr. WHEEN. And there was South Africa until recently.
Senator DOUGLAS. Well, what do you get in England?
Mr. WHEEN. Yes. This price provides for-i I can just make

this point before answering your question directly, Sir-
Senator DOUGLAS. Yes.
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Mr. WHEEN (continuing). This price is made up of an established
average cost of production plus a margin a margin for depreciation
on equipment in the mills and the fields pius a profit margin.

The total price is then declared as agreed, and this is the results of
the formula. It gives the price at an annual review.

The current price is sterling £45, 15s. and 3d. per long ton tel quel.
"Tel quel" might sound technical but what it means is this, com-

pared with the ex session of the U.S. price in terms of the current
U.S.ga Act, which is expressed in short tons, 960 polarization.The ,go onwealth price is expressed as so much per long ton tel
quel, that is, "as it is" whether it is 98.5 polarization or any other
polarization.

Now, this price of sterling £45 15s. 3d. per long ton is a c.i.f. price,
but it is not the c.i.f. price in normal commercial terms, because the
freight element in that price is the prewar freight rate, unrelated to
the existing current level of freight rates.

This is a matter of convenience and not of shenanegans.
Senator MCCARTHY. I think the British currency is fine, but what

does that figure out in dollars, in dollars per short ton?
Mr. WHEEN. Well, sir, it is a matter of arithmetical calculation, of

multiplying 45.75 or thereabouts by 2.8.
I am not much good at arithmetic, but that will give the answer.
Perhaps the chairman can help us.
Senator CURTIS. While you are figuring that out I would like to ask

Mr. Barnard something, if I may, Mr. Chairman.
Senator DouoLAs. Surely.
Senator CURTIS. Now, with the exception of the Communist world

almost 90 percent of the sugar moves in some sort of sugar program.
Is that not right?
Mr. BARNARD. Yes, sir.
Senator CURTIS. There is no world price other than a dumping

price for that excess?
Mr. BARNARD. I appreciate your bringing that point out, Senator

Curtis.
I think that is a very significant fact to be borne in mind by the

committee.
Senator CURTIS. And I think it is quite misleading to some of our

people and some of our consumers here because the sugar business in
the world just is not carried on under a free world price, is it?

Mr. BARNARD. I appreciate your emphasizing that, Senator. I
think this is completely correct.

The sugar business is not carried on at that price. That is the little
tag end, distressed market.

Senator CuRTIS. Well, now, is it not true that the United Kingdom
is buying sugar from the Communist bloc now?
Mr. BARNARD. To my knowledge, no.
Senator CURTIS. They are not buying it from Poland?
Mr. BARNARD. To my knowledge, no, sir. I do not know of any,

Senator.
Senator CURTIS. Well, these various parts of the Commonwealth

are not selling to the United Kingdom as much as they used to, are
they?

Mr. BARNARD. Well, the United Kingdom has lost part of its mar-
ket, because the United Kingdom was actually a refining nation for

t
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some of the sugar it imported, and it reexported white refined sugar
and, as it has been brought out earlier, it has lost some of its white
refined market to sugar which is coming from the Communist bloc
nations.

Senator CURTIS. That is being handled by United Kingdom in-
terests, is it not?

Mr. BARNARD. Not to my knowledge, sir.
Senator CURTIs. That is my information. I may be mistaken but

I heard that to be true.
Mr. BARNARD. Your information may be better than mine, sir. I

do not know about that.
Mr. WHEEN. Can I answer your question?
Senator CURTIS. Yes.
Mr. WHEEN. I think what you are referring to here is a particular

type of trade in the United Kingdom where sugar comes into the
United Kingdom and is reexported, for example:

The United Kingdom used to buy substantial quantities of San
Domingo sugar, refine it in the United Kingdom, and sell it in various
countries in the world-in southeast Asia and the Middle East, and
that may be the example. Two things have been happening re-cently. Where the Soviet bloc has been expanding their trade,
throughout southeast Asia and through the Middle East and
capturing a market for export sugar which was formerly the United
Kingdom's.

Now, in addition, the United Kingdom is, in effect, an open market
as there are no quotas in terms of importing sugar into the country;
recently there has been a lot of sugar coming from the continent,
French, Belgian, and sugar from Holland, and you have it coming in
secondhand rather than direct, and this has reached a volume of
something between 100,000 and 200,000 tons a year.

In consequence of this the Board of Trade has decided that a limit
will be placed on the amount of sugar coming into the country from
those sources, that is, France, Belgium, and Eastern European
countries.

Senator CURTIS. By "Eastern European countries" you mean
Communist countries?

Mr. WHEEN. Yes; I do.
Senator CURTIS. And whether the sugar is or is not actually in the

United Kingdom, the United Kingdom has been getting sugar from
Communist countries, has it not?

Mr. WHEEN. I cannot speak for the United Kingdom Government,
sir, but it is my firm impression that sugars of Eastern European
origin have been coming into the United Kingdom.

Senator CURTIS. Are you selling as much ustralian sugar in the
United Kingdom now as you used to?

Mr. BARNARD. Yes.
Senator CURTIS. Are all the other parts of the Commonwealth?
Mr. BARNARD. Yes.
Senator CURTIS. When did you sell your first sugar into the United

States?
Mr. BARNARD. The first sugar sold in the United States was last

year, sir, 1961.
I believe some sugar was sold to the Armed Forces during the war,

but the first sugar sold in the United States for the U.S. market was
1961.
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Senator CURTIS. Now, you say that you have available 300,000
tons.

Where have you been selling that?
Mr. BARNARD. This is on tie assumption that we harvest, all of

the cane which is presently in the field. Australia has not harvested
all of her cane in the past.

If we harvested all of the cane this year we would have 300,000 or
in excess of 300,000 tons available for this market.

Senator CURTIS. That is all, Mr. Chairman.
Mr. WHEEN. Could I now deal with the question that you posed,

sir, on the value?
Senator CURTIS. Yes, please.
Mr. WHEEN. With the help of someone else, and I have not checked

the figures, but I do have these figures here, sterling 45 pounds, 15
shillings, and 3 pence is equivalent, in round figures, to $128 per
long ton, which is the equivalent to, per short ton tel quel $114.

Senator CURTIS. How much is that a pound?
Mr. BARNARD. 5% cents a pound.
Senator DOUGLAS. Well, to be precise, 5.7 cents a pound.
Senator CURTIS. And what do you get when you are selling in the

United States?
Mr. BARNARD. The same, sir. Well, it is the price less the-
Senator DOUGLAS. Just a minute. Is this the only price you get?
Do you not also sell to Commonwealth countries at the world price?
Mr.WHEEN. No, sir. In giving the price of sterling 45 pounds, 15

shillings, and 3 pence, I am referring to what we call a negotiated price.
Australia has a quota in the United Kingdom of 313,500 tons per

annum.
Senator DOUGLAS. Yes?
Mr.WHEEN. At the negotiated price. That price currently is

sterling 45pounds, 15 shillings, and 3 pence.
Senator DOUGLAs. Now, then, is that all the sugar that you sell?
Mr. WHEEN. To the United Kingdom, within a few thousand tons,

that is correct.
Senator DOUGLAS. Yes, but what about the other Commonwealth

countries?
Mr. WHEEN. Yes. We sell to Canada and to New Zealand.
Senator DOUGLAS. And what price do you sell to them at?
Mr. WHEEN. We sell basis the world price, because there is prefer-

ence in Canada and the price sold to New Zealand at times-
Senator DOUGLAS. In other words, you sell at world price in Canada

and New Zealand?
Mr. WHEEN. Not at world price, sir. This is basis world price.
Senator DOUGLAS. What is the difference between world price and

basis world price?
Mr. WHEEN. Well, sir, let me explain.
We would offer to Canada on the basis of the world price, that is to

say, we would make an offer to them of a cargo, for example if the
world price is 2.70, it would be something like 2.70, plus additional
freight to Canada-

Senator DOUGLAS. How much additional?
Mr. WHEEN. This is a marketing operation which varies from day

today, depending on competition.
Senator DOUGLAS. How much do you get on sales to Canada?
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Mr. WHEEN. Sir, wJen we speak of a world price, please believe
me,: that that is merely a price which is fixed. It is not real-

Senator DOUGLAS. We are trying to get at how much is attached
to the price.

How are you getting-how much are you getting now?
Mr. WHEEN. 1 think if I put it this way you will understand it:

That in respect to Canada there is a preference for British sugar,
British Commonwealth origin sugar, entering Canada.

That preference is the equivalent of $1 per-hundred pounds.
Senator DOUGLAS. One cent a pound or $20 a ton.
Well, now, what does this mean? What do you get? I will not say

"what will you get," but what do you get per pound on the sugar
sold to Canada?

Is this 2.7 plus I cent or 3.7 cents?
Mr. WHEEN. That is correct, sir. That is close enough.
Senator DOUGLAS. Well, now, at last we are getting it. You are

asking the United States to pay you 6.5 minus 1 or 5.5.
Senator CURTIS. That is what United Kingdom pays; is it not?
Mr. WHEEN. Yes, sir.
Mr. BARNARD. Senator, I repeat what I have said before: Ve are

not asking that you pay that amount. We are asking that you pay
whatever the United States deems is fair and reasonable.

Senator DOUGLAS. I understand.
Senator MCCARTHY. We want to be as fair and reasonable as the

United Kingdom.
Senator DOUGLAS. Or at least Canada.
Senator M1CCARTHY. How many thousand tons do you sell? You

sell 300,000 at preferred prices in England.
How many thousands of tons do you sell, in addition to tlat, at the

preferred but not the most preferred price?
Mr. BARNARD. 160,000 tons, sir.
Senator MCCARTHY. In the Commonwealth?
Mr. BARNARD. Yes.
Senator DOUGLAS. In the Coimonwealth or Canada?
Mr. BARNARD. The Commonwealth.
Senator MCCARTHY. HOW much, in addition to that, do you sell in

the world market in other areas of the world?
Mfr. BARNARD. It is approximately 150,000 tons, Senator.

Senator MCCARTHY. In addition?
Mr. BARNARD. Yes.
Senator DOUGLAS. And what do you sell for in the world market?
Mr. BARNARD. World price.
Senator DOUGLAS. World price?
Senator MCCARTHY. Where does this go, now?
Mr. BARNARD. To a wide variety of consuming nations, Senator.
Senator MCCARTHY. Well, which ones are they? European?. Con-

tinental?
Mr. BARNARD. Japan, Hong Kong, Malaya, and there are other

purchasers too, sir.
Senator MRCARTHY. Tell me why would you have an excess capac-

ity of 300,000 tons when supposedly you have been selling almost two-
thirds of your sugar at a loss?

Mr. BARNARD. The production of cane has improved on the existing
farms. It has improved very substantially over the years, sir.
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And there is cane now in the fields which will not be harvested
because there is no market for it, and the cane will simply be left in
the fields.

And if that cane is harvested, 300,000 tons will be available or over
300,000 tons will be available for the U.S. market.

Senator MCCARTHY. But you have been selling 150,000 tons in an
unprotected market which every witness we have heard, I think, has
said is a loss market.

Mr. BARNARD. That is correct, sir.
Senator MCCARTHY. And you tried to make up for that in the sale

of 300,000 in England and 160,000 in the Commonwealth?
Mr. BARNARD. That is correct, sir.
Senator MCCARTHY. That is strange economics.
Mr. BARNARD. Up until the time that the International Sugar

Agreement was destroyed by Cuba the world market price was not
as disorderly as it is now, sir.

And you do not turn sugar production on and off, depending on a
fluctuation in price. It takes time for these things to reflect them-
selves on the farms.

Obviously, there is hope that the world price will improve. There
is no assurance that it will.

There is certainly hope that it will improve up to the cost of pro-
duction, and it is for this reason that we have urged to you that this
committee should consider seriously, before it adopts a law in which
the United States says that it will purchase commodities below pro-
duction costs, in all of the roducing countries of the world-

Senator MCCARTHY. Wel, I thin we have a living example that
you do not get reduced production by reducing prices.

We can make this application to the domestic agriculture, and if
we do we might get the House of Representatives to change their
point of view.

Thank you. I have no further questions.
Senator CURTIS. No further questions.
Senator DoUGLs. Well, I would like to make a point, if I may.
In effect, you are asking us to pay you a higher price for sugar than

you collect from your fellow Commonwealth country, Canada?
Mr. BADNARD. At this moment, sir, if we sold to the United States

at the present domestic price it would be at a higher price; yes, sir.
Senator DOUGLAS. Well, now, do you think the United States

should assume a greater burden to aid Australia than a member of
the British Commonwealth assumes?

Mr. BARNARD. It is not a matter of aiding Australia; I think it is
a matter of mutual benefit to both nations.

Senator DOUGLAS. Well, why do you not get Canada to do this?
Why should we pay a higher price for your sugar than your sister

Commonwealth?
Mr. BARNARD. I think this is a matter of negotiation and determi-

nation by the governments as to what is fair and reasonable in light
of all of the circumstances.

Senator DOUGLAS. Well, if I m&y say so, that is simply verbiage
to conceal any justification. , ,

Mr. BARNARD. Well, Senator, if you feel that that is a fair price,
I would urge that the committee adopt it.

Senator DOUGLAs. Adopt what?
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Mr. BARNARD. The Canadian price. At least, we are assured that
that is a price that is closer to the production cost.

Senator DOUGLAS. Let me ask you this: Is Malaya in the British
Commonwealth?

Mr. WHimN. In a sense; yes.
Senator DOUGLAS. At what price do you sell to Malaya?
Mr. BARNARD. The world price.
Senator DOUGLAS. So you have three prices inside the British

Commonwealth?
Mr. BARNARD. Oh, ade a mistake, sir.
We do not sell' " that. It was at a erence price there, too.
Senator Do AS. Is it the same as the Cah dian price?
Mr. WHE . No, different.
Senator OUGLAS. Is it low - the Canadian rice?
Mr. EN. Yes, ru t ese thI are not a simple as this,

and I f el sure'yo de
Sen tor DOU As. In or you lave three rices within

the itish Co monweal to th '[Jited Kin om, a price
to C nada, and a pr Ya.

there any other side e mmnwealth?
r. BARNARD. This ot a matte t at is a negotiat d at single

ne tiations, tr.
nator D UGLA . un t.
r. BARNA D. Th are pr t have a wide rang of reasonsfor iem. \ /

Senator DO GLA . I erti nd the ou are negotiating
separ tely wit s?

Mr. ANARD. Well, I no rega d this a nego iation, but if
you ch ase to, I will.

Senate DOUGLAS. ell, you a e ap ng-
Mr. BA ARD. That is c , sir. We think at there are facts

which we ho you will consider.
Senator DU As. That is why I say it is egotiation.
Mr. BARNARD. are not negotiatI th you on price, sir. If

you fix the price that is
Senator DOUGLAS. Then you would be willing to sell to us at world

price?
Mr. BARNARD. We want to come into the market-
Senator DOUGLAS. And you would gladly accept world price?
Mr. BARNARD. Gladly accept? I do not know that anyone accepts

a price below production costs gladly.
Senator DOUGLAS. Would you accept world price?
Mr. BARNARD. I beg your pardon? I .
Senator DOUGLAS. 8tike out "gladly" and let the question remain:

Would you accept world price?
Mr. BARNARD. I do not think you can answer that now, sir.
Senator DOUGLAS. Well, what you do want is world price plus?
Mr. BARNARD. Yes.
Senator DouGiAs. Yes. Well, I would say that is a negotiation

on price as well as on quantity.
Senator McCARTHY. We could ask for at least favored nation

treatment.
Senator Douowws. Well, it seems to be close to favored nation

treatment.
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Well now, do you not think this might weaken the ties which bind
the sister Commonwealths together?

Mr. BARNARD. Certainly not, sir.
Senator DOUGLAS. If you get a higher price from us than you get

from Canada?
Mr. BARNARD. Certainly not.
Senator DOUGLAS. Would that not make you look more affection-

ately upon us rather than upon Canada?
.Vr. BARNARD. Certainly not.
Senator DOUGLAS. We would not get your friendship then by

doing that?
Mr. BARNARD. You certainly would.
Senator DOUGLAS. We do not lose any friendship?
Mr. BARNARD. You are not a bit inconsistent sir, to have friendship

for two.
Senator DOUGLAS. I see. But, nevertheless, you think we should

pay more than Canada?
M fr. BARNARD. Yes, sir-no, we are willing to accept the Canadian

prie if you regard that as a fair and reasonable price, certainly.
Senator DOUGLAS. But you really want us to pay the British price?
Mr. BARNARD. Sir, we think that the British and the United States

in the past have made a determination that that is a price representing
a fair and reasonable return to farmers who are growing cane. We
regard this as a matter of determination in judgment.

The U.S. price is not so out of the sky as has been indicated here.
It is a price that other nations have concluded is a fair and reason-

able price.
Senator DOUGLAS. Well, do you not think you are endangering

Commonwealth ties, making the Commonwealth of Australia more
dependent upon the United States?

Mr. BARNARD. Certainly not, sir.
Senator DOUGLAS. Well, yes, you will be. You will be getting

your market not nearly inside the Commonwealth but in the UnitedStates.
Mr. BARNARD. Sir, we are trading with the United S'ates in

increasing quantities every year.
Senator DOUGLAS. But does not this interfere with the loyalty

which you should show toward your Queen?
Mr. BARNARD. Certainly not, sir. They are not a bit inconsistent.
Senator MCCARTHY. Could I ask a question?
Senator DOUGLAS. Yes.
Senator MCCARTHY. Somewhere in the earlier testimony it was

stated that there was an average cost of production figure for the
whole Commonwealth, and on the basis of that then you begin to
determine what prices should be paid.

What is that average price?
Mr. BARNARD. The average net return to the growers, f.o.b.,

Australia, from Commonwealth sales is $75 to $85 a ton.
Senator MCCARTHY. No, I understand that, but the question is:
What is the average cost of production that has been estimated

for all of the producers of sugar within the Commonwealth?
I think it was you who made a statement earlier that this was the

beginning, and then on that basis, why, they fixed the price that
England determined they wouldpay.
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Mr. WHEEN. I think you will appreciate, Mr. Senator, that when
it comes to questions of cost of production, and you are dealing in a
competitive field, it is generally accepted that they are confidential.

And inside the British Commonwealth agreement the actual costs
of production, as established for individual territories, are kept
confidential to those territories concerned.

Senator McCARTHY. I assumed that this average that you find in
the Commonwealth might be an average for the rest of the world and
we might be able to determine whether we are paying too much of a
premium or whether the price we are offering is unfair and unreason-
able because it is too high.

Mr. WHEEN. I think I can answer your question directly if I may.
You are referring to the negotiated price in the United Kingdom, and

the average price that I quoted, sterling £45.15.3 per long term,
brought to a comparable basis-that is either c.i.f., New York, or
f.o.b. the territory source, or c.i.f., United Kingdom-and I mean full
c.i.f.-then the United Kingdom price is almost exactly, almost
exactly, the current. U.S. domestic price; that is to bring it in on a
comparable basis that I have done here, before duty, and I repeat,
before duty.

And I have these figures here where I have calculated this on the
basis of f.o.b., Caribbean ports.

My reason for taking that basis is that that is how the world price,
so-called world price is expressed.

When we think of $2.70, we speak of $2.70 cents f.o.b. Caribbean
ports.

Now, the United Kingdom negotiated price, under the Common-
wealth agreement, f.o.b., Caribbean ports per long ton is sterling £44.

The U.S. price, c.i.f. duty paid in New York $6.48, deducting duty
and freight which are caculated at 93 cents to bring it to f.o.b. Carib-
bean ports' basis is equal to sterling £44 per ton.

In other words, these two prices I am dealing with, not round
pounds but pretty close to round pounds, they are identical.

And, as Mr. Barnard said, this is not an oddity. This is not a
unique position. This does not imply a subsidy because if you go
into Europe the continental countries pay virtually the same level,
within a few shillings per ton, of these figures that are taken by the
United Kingdom and have been taken by the United States of America
as a reasonably remunerative price to efficient producers.

And it is on that basis that the formula of the United Kingdom
negotiated price is calculated.

Senator DOUG lAS. But you make separate agreements with other
Commonwealth countries for the lower prices?

Mr. WHEEN. Sir, within the Commonwealth, under the statute of
Westminster and whatnot, as you will be aware, you are dealing with
separate governments, separate entities, with separate views, and
each government is entitled to its own view, United Kingdom, Aus-
tralia, and United States of America.

And as far as the Australian sugar industry is concerned, we would
not wish to interfere with the views of the United States of America.

In Canada, sir if Canada chooses to obtain its sugar on the basis
of offering a preference or indicating by other methods that it will
prefer Commonwealth sugar against others, we would not interfere.

And the Commonwealth and other territories offer sugar on that
market competitively.
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Senator DOUGLAS. But the aggregate of the world price plus the
preferential tariff in Canada gives you a net of 3.7 cents a pound?

Mr. WHE.EN. On the basis of the present market price, world
market price, that is approximately correct.

Senator DOUGLAS. Or roughly 1.8 cents below the price which the
United States now pays?

Mr. WHEEN. That is approximately correct.
Senator DOUGLAS. Do you not think you should treat us as well as

Canada?
Mr. WHEEN. Well, sir, I am not about to conduct a negotiation,

but if that is the price that the United States considers fair, and if
you-I will go a bit further, because I, myself, personally would not
consider that a fair price.

I think that the Canadians should be paying more for their sugar
than they do.

Senator DOUGLAS. But you, nevertheless, consent to this agree-
ment with them?

Mr. WHEEN. No, there is no agreement, sir. This is an open
market.

We have no agreement with the Canadians. They have no sugar
bills such as you have in the United States or sugar acts.

Senator DOUGLAS. But you think we should pay more than the
Canadians are now paying?

Mr. WHEEN. I think that every responsible government or country
should pay a fair price, a fair price, that is fair both to the producer
and to the consumer.

Senator DouGLAs. I do not want to badger you, so to speak, but
there are very interesting international issues here which deserve to
be discussed in the attitude of friendship.

Then you feel that Canada is not realy treating you properly?
Mr. WHEEN. I think it is very difficult to go and take any segment

of international trade and say that you have been receiving unfair
treatment because in other respects of our trade relations with Canada,
overall, they are not that way.

I think Mr. Bernard has pointed out that we felt an adverse balance
of payments against Australia of $0.5 billion a year, and each dollar
to us in Australia means a lot, and we are not asking a great deal to
have our name included on the list to enable us, to just, have the right,
of selling in this market.

You see, in the case of Hannover, all the world can compete there.
In this market today it has not been the case.

Indeed, Australia has been completely excluded.
Senator DOUGLAS. We would like to have all the world compete in

our market.
We would like to adopt the Canadian system and have a world

price and open our doors-
Senator CURTIS. May I ask the distinguished chairman a question?
Senator DOUGLAS. Oh, certainly.
Senator CURTIS. Who are you implying by the term "we"?
Senator DOvGLAS. "We"? I.
Senator CURTIS. I see.
Well, I want to go on record as opposed to providing sugar for the

tables in America from those places in the world that are most success-
ful in exploiting human labor, and that is what established the world
price. f
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I want no part of it.
Senator DOUGLAS. Thank you.
Senator CURTIS. I respectfully disagree with our distinguished

chairman.
Senator MCCARTHY. But I hope you will vote with me on the

migratory farm bill next time-
Senator CURTIS. I probably will. Our sugarbeets are getting

largely mechanized. We are not interested in that.
Senator MCCARTHY. Not any more?
Senator DOUGLAS. Mr. Barnard, we ask this question of everyone

who appears. I hope you will not resent it if we ask this question of
you.

Do you have a fee for representing the Australian interests?
Mr. BARNARD. Yes sir.
Senator DOUGLAS. bO you want to state what it is?
Mr. BARNARD. I have, in advance of receiving the telegram, sir

written a letter to you which I will be delighted to read if that will
answer it, and I will, of course, file it with you.

Thp committee has requested we submit a statement as to the nature of the
agreement between our firm and the Queensland Sugar Board and the Australian
sugar industry.

In January 1961 our firm entered into a 3-month retainer agreement with the
Colonial Sugar Refining Co., Ltd. The Colonial Sugar Refining Co., Ltd., a
privately owned Austahan corporation, was acting on behalf of the Queensland
Sugar Board and the Australian sugar industry.

At the conclusion of the 3-month period the retainer agreement was replaced
by an oral arrangement under which professional services were rendered on a
normal professional basis, that is to say, statements were submitted and payments
were received based on the amount of work involved together with reimbursement
for out-of-pocket disbursements.

As a normal professional arrangement, the agreement with the Colonial Sugar
Refining Co., Ltd., is terminable at any time by either party on giving notice.

The agreement is in no way contingent on the amount of sugar which the
Australian sugar industry ships or sells in the U.S. market.

And may I say that in this connection while Australia sold 90,000
tons of sugar in the United States in 1961 it was not reflected in any
contingent way or in any way in our fee. -

Our firm also performs regular professional services for the Colonial Sugar
Refining Co., Ltd., on matters not related to the sugar legislation in the United
States. All sums received from the Colonial Sugar Refining Co. Ltd., for pro-
fessional services are included in the statement filed with the department of
Justice under the Foreign Agents Registration Act.

Attached to this letter is exhibit B to the form filed with the Department of
Justice pursuant to section 2 of the Foreign Agents Registration Act of 1938,
as amended, for the 6-month period ended June 30 1961, setting forth the con-
tractual relationships between our firm and the c olonial Sugar Refining Co.,
Ltd.

Senator DOUGLAS. And what is your fee?
Mr. BARNARD. It is not fixed, sir. It depends on the amount of

work which is done.
Senator DOUGLAS. What did it amount to last year?

- Mr. BARNARD. I can tell you the amount of fees received, if that
is what you would like me to give you.

I have it here.
From January 1 to June 30, 1961, fees in the amount of $10,500

were received.
From July 1 through December 31, fees in the amount of $8,250.
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Thus far this year, from January 1 through March 31, 1962, fees
in the amount of $4,400 were received.

Senator DOUGLAS. Do you have an allowance for expenses?
Mr. BARNARD. Out-of-pocket expenses, sir, such as telephone, tele-

graph, and normal--
Senator DOUGLAS. No entertainment allowance?
Mr. BARNARD. No, sir.
Senator DOUGLAS. Thank you very much.
Mr. BARNARD. Thank you, sir.
Mr. Chairman, shall I submit this letter or may I regard it as

submitted?
Senator DOUGLAS. I think we asked to have it submitted.
Mr. BARNARD. Yes, sir.
(The letter follows:)

CLEARY, GOTTLIEB & STEEN,

The CHAIRMAN, WsWashington, D.C., June 8, 1963.

Senate Finance Committee, Washngton, D.C.
DEAR MR. CHAIRMAN: The Committe has requested we submit a statement

as to the nature of the agreement between our firm and the Queensland Sugar
Board and the Australian sugar industry.

In Jaituarv 19G1, our firm entered into a 3-month retainer agreement with the
Colonial Sugar Refining Co., Ltd. The Colonial Sugar Refining Co., Ltd., a
privately owned Australian corporation, was acting on behalf of the Queensland
Sugar Board and the Australian sugar industry.

At the conclusion of the 3-month period the retainer agreement was replaced
by an oral arrangement under which professional services were rendered on a
normal professional basis, that is to say, statements were submitted and payments
were received based on the amount of work involved together with reimbursement
for out-of-pocket disbursements.

As a normal professional arrangement, the agreement with the Colonial Sugar
Refining Co., Ltd., Is terminable at any time by either party on giving notice.

The agreement Is in no way continUent on the amount of sugar which the
Australian sugar industry ships or sells in the U.S. market.

Our firm also performs regular professional services for the Colonial Sugar
Refining Co., Ltd., on matters not related to the sugar legislation in the United
States. All sums received from the Colonial Sugar Refining Co., Ltd., for profes-
sional services are included in the statement filed with the Department of Justice
under the Foreign Agents Registration Act.

Attached to this letter is exhibit B to the form filed with the Department of
Justice pursuant to section 2 of the Foreign Agents Registration Act of 1938, as
amended, for the 6-month period ended June 30, 1961, setting forth the contractual
relationships between our firm and the Colonial Sugar Refining Co., Ltd.

Sincerely yours, Ro8RT C. BARNARD.

Exv RT B

Registrant is retained by the Colonial Sugar Refining Co., Ltd., of Sydney,
Australia, to render legal advice regarding the U.S. sugar laws and their adminis-
tration. The services for which the registrant is retained include giving informa-
tion and advice concerning any proposals that affect U.S. sugar imports under
the Sugar Act. Registrant was originally retained for a period of 3 months,
from January to March 1961. Since the conclusion of that period, registrant has
been rendering the above-described services pursuant to an oral arrangement
subject to the normal terms and conditions applicable to attorney-client relation.
ships.
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(Tie following was later received for the record:)

Included in 1961 foreign agents registration statements

Disburse- Disburse-
Period covered Fees ments in- ments relm-

curred buried

Jan. -June 30. 1961 ........................................... $10,300 $606.98 $28.78
July 1-Dec. 31, 1961 ........................................... 8,250 1,618.17 1,876.08

To be included in June 30, 1962, foreign agents registration statement

Fees Disburse-
monts

Jan. 1-Mar. 31, 1962 ......................................................... $4,400 $408.83

Senator DOUGLAS. Our next witness is Mr. Purcell. We are very
glad to have you, Mr. Purcell.

You have a very distinguished record of public service. We are
very glad to welcome you.

STATEMENT OF GANSON PURCELL, ON BEHALF OF THE
NICARAGUA SUGAR ESTATES, LTD.

Mr. PURCELL. Thank you, Mr. Chairman.
Mr. Chairman and members of the committee, my name is Ganson

Purcell. I appear on behalf of Nicaragua Sugar Estates, Ltd.,
Nicaragua's largest sugar producer. We appreciate this opportunity
to present a statement in Nicaragua's behalf.

We believe the United States should rely upon Nicaragua for a
larger portion of its sugar requirements than that proposed under
H.R. 12154. The reasons in support of our position are set forth in
my testimony on May 24, 1962, before the House Committee on
Agriculture. I do not propose to repeat the detailed statements that
I made there. I would, however, like to summarize briefly the views of
Nicaragua's sugar producers on S. 3290 lind the provisions of H.R.
12154 as it passed the House.

Let me say first that we endorse the basic principles of H.R. 12154.
That bill rejects the proposals for a so-called global quota and recap-
ture of premium which are contained in S. 3290. The House bill'
reaffirms the major objectives of the Sugar Act of 1948, and projects
into the future the essential elements of a sugar program which has met
with notable success for more than a quarter of a century. As a
means of insuring adequate and stable sugar supplies, it retains the
area-by-area, country-by-country quota system-a cornerstone of
existing sugar legislation. We believe these features are essential to
a sound sugar program for the United States.

However, on behalf of Nicaragua, we urge the committee to modify
H.R. 12154 in two respects:

(1) Provide Nicaragua with a minimum basic quota of not, less than
50,000 tons by increasing its percentage proration of the quotas fixed
as foreign countries other than the Republic of the Philippines.

85601--62-----81
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(2) Permit Nicaragua to ship direct-consumption sugar within such
basic quota during the life of the new law, to the extent of the average
amount of sugar entered by it, during the years 1957, 1958, and 1959.
This would require an increase of the ceiling in the proposed amend-
ment to section 207 of the 1948 act to such percentage proration as
may be fixed for Nicaragua in section 202(c)(3). Historically, Nica-
ragua has always been Permitted modest entries of direct-consumption
sugar. The House bill would eliminate all such shipments by Nica-
ragua in the future. Our proposal would enable Nicaragua to enter
into the United States annually about 10,800 tons of direct-consump-
tion sugar.

Let me turn now to the considerations we believe support our sug-
gestions. As stated by the House Committee on Agriculture in its
report, accompanying H.R. 12154, one of the major objectives of the
Sugar Act of 1948 is to "permit nearby friendly foreign countries to
participate equitably in supplying the U.S. sugar market for the double
purpose of expanding international trade and insuring a stable and
adequate supply of sugar." We believe our proposals are consistent
with these objectives.

(1) Nicaragua is nearby. In terms of geography it is a logical
source of sugar for the United States. By sea it is accessible to the
major ports of the United States; by land it is linked to U.S. shipping
centers over the newly completed Inter-American Highway-a
factor which could be of critical importance in times of international
emergency.

(2) Among nearby foreign countries friendly to the United States,
Nicaragua has few peers. I do not need to detail for members of
this committee its long record of steadfast loyality to the United
States in every international forum, including the United Nations and
the Organization of American States. I would add only that
Nicaragua's friendship for the United States is not now, an never
has been, up for barter; it will continue undiminished, regardless of
what sugar legislation emerges.

(3) As far as an opportunity to participate equitably in the U.S.
sugar market is concerned, we ask the members of the committee to
examine table 2 appearing on pare 15 of the House committee's report.
That tables shows final basic quotas under the Sugar Act of 1948 for
the first years of such act, each major extension thereof, and for recent
years. The portion of the table dealing with the proportions for
Peru, the Dominican Republic, Mexico, and Nicaragua, respectively,
is reproduced here:

Proration of quotas for foreign countries other than Cuba and the Republic of the
Philippines

[Short tons, raw value]

1962, as of
Area or country 1948 193 1957 1960 May 31

adjusted to
annual rat

Peru ...................................... , 03 6 50,109 77,124 138,827 108,518
Domnlalcan Republic ................... 3, 42. 2 26,641 60, 420 130.957 96,308
Meico ............................. 3,204.1 11,04 43,134 115, 809 80,108
Nicaragua ................................. ,429.2 7,660 1 I,888 19, 766 15,748
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In 1948 Nicaragua's basic quota was second only to that of Peru
and was greater than that of both Mexico and the Dominican Republic.
By 1953, it had slipped to fourth place. In 1948, Nicaragua supplied
over 30 percent of the sugar provided by these four countries; by 1960
it provided less than 5 percent.

The principal factor responsible for this development has been the
arbitrary and unexplained limitation in the 1956 extension act of
Nicaragua's participation in the post-1956 growth of U.S. sugar
requirements. It shared in that growth to the extent of only one-half
of 1 percent, while the participation of the other three countries
ranged from 4.3 percent to over 5 percent. Nicaragua sugar pro-
ducers were thus prevented during the intervening years from ex-
panding their production consistent with their ability to do so, until
they were called upon in 1960 to assist in filling the gap resulting from
the Cuban political upheaval. A basic quota of at least 50,000 tons-
roughly equivalent to Nicaragua's estimated 1962 exportable surplus-
would contribute toward restoring it to a more equitable participation
in the U.S. sugar market.

(4) The stated objective of the act of "expanding international
trade" will be furthered by increasing Nicaragua's participation in the
U.S. sugar market. During the past 10 years the balance of trade
between the two countries has consistently favored the United States
as can be seen from the table below, taken from U.S. Department of
Commerce and International Monetary Fund sources:

Nicaragua- United States trade

[Thousands of dollars)

Imports [Percent Exports to Percent Balanoe in
Year from the of the United of favor of

United total States total the United
States StateS

1952 ....................................... 28,330 71.34 27,149 52.89 -1,181
1953 ....................................... 28, 297 64.97 24.810 4& 57 -3.457
1954 ....................................... 37,91, 6. 03 28,608 45.57 -9,307
195 ....................................... 45, 402 6M 19 30,249 37.80 -15,153
195 ....................................... 43,161 62.72 26,167 38. 67 -17,994
1957 ....................................... 47,070 58.17 27.830 39.08 -1,240
1958 ................................. 42801 54.92 26,151 38.79 -16,63
1959 ....................................... 34,767 52.01 19,216 2X 62 -16.651
1960 -------------------------------- 37,746 52.63 26,872 42.74 -10,874
1961 ....................................... 1 26,900 ............. 122,700 --------- ---- 4,200

I For the 10 month period ended Oct. 31, 1961.

From Nicaragua's standpoint, this trade balance has been drastically
unfavorable and has created increasingly difficult balance-of-payments
problems. Dollars earned by Nicaragua through the exportation of
sugar to the United States are urgently needed, not only to enable
Nicaragua to maintain and even increase its purchases of commodities
and manufactured articles in the United States, but also to alleviate
its balance-of-payments problems.

Before I close, I should like to give the committee a few facts cob-
cerning the distribution of the returns from the operations of the
Nicaraguan sugar industry. Much has been said about enormous
profits accruing to a very few wealthy persons who are said to control
Latin American sugar production at the expense of the workers upon
whom production depends. This simply is not true in the case of
Nicaragua.
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The sales which Nicaragua has been able to make into the United
States during the past 2 crop-years have resulted in very material
improvements in benefits to workers in the sugar industry, benefits
which include a 25-percent increase in wages, provisions for housing
and medical care, and various fringe benefits flowing from the new
Labor Code-all in keeping with the Punta del Este tharter and the
objectives of the Alliance for Progess A further 15-percent increase
in wages is to go into effect shortly under the provisions of the Labor
Code. The sugar industry now gives a greater return to its workers
than any other industry in Nicaragua. These benefits have been
financed by the expenditure of 70 percent of the United States premium
on sales of Cuban deficit shipments in those years.

In addition to direct workers' benefits, the Nicaraguan producers
invested $1,200,000 in new machinery and irrigation equipment-all
bought in the United States-to modernize its plant facilities, and
$1,300,000 in maintenance and operation expenses. Without the con-
tinued ability to ship the requested amount to the United States,
Nicaragua will be required to cutback its production and the program
begun will suffer accordingly.

The costs of production come to an average total of just over 5 cents
per pound. After costs of shipment and insurance, the profit to the
producer is about one-half cent per pound. Not only are substantial
benefits conferred on the workers, as I have just pointed out, but the
return to the shareholders of Nicaragua Sugar Estates and the other
producers does not exceed 6 percent on their invested capital.

We ask your earnest and favorable consideration of Nicaragua's
views on the pending legislation and of the position which it seeks in
the U.S. sugar program.

Mr. Chairman, at this point I should like to advert to some figures
which I understand you put in the record a couple of days ago with
respect to the size of holdings in the wages paid in Nicaragua.

Unfortunately, I do not know the exact figures which you gave-
Senator DOUGLAS. Well, the figures which I gave indicated that

Nicaragua Sugar Estates, Ltd., owned approximately 24 percent of the
land and milled approximately 61 percent of the sugar.

Mr. PURCELL. Well, as to that, sir, it may have been, as far as the
acreage is concerned, around that figure prior to the past year.

At present there are 40,000 acres of land-planted cane in Nicaragua,
of which Nicaragua Sugar Estates owns about 6,000 acres, which is
about 15 percent.

Senator DOUGLAS. Well, the increase in acreage, as I understand
it, between 1q61 and 1962 is approximately 17,000 acres.

Mr. PURCELL. I do not know that exact figure, but I-
Senator DOUGLAB. So the figure which I gave may have been

correct in 1960, but overstates your percentage now in 1962.
Mr. PURCELL. Well, that is not entirely due to the increase in the

number of acres.
The new social and economic reform laws which are under con-

sideration in Nicaragua include land reform laws, which will require
limits of individual holdings of land and some of the land previously
owned by Nicaragua Sugar Estates, they have sold in anticipation of
these legislative limitations.

Senator DOUGLAS. I see. Now, are the figures correct on milling?
Mr. PURCELL. It is about 55 to,60 percent; yes, sir.
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Senator DOUGLAS. Now, I also gave figures that the Somoza family
owned approximately 14 percent of the land and milled approximately
27 percent of the sugar.

Is that correct?
Mr. PURCELL. As to milling, I am unable to confirm that. My

people inform me that they think the statement as to 14 or 15 percent
of the acreage is probably just about correct.

It is about the same number of acres as is now owned by the Nica-
ragua Sugar Estates.

Senator DOUGLAS. I am not able to pronounce all of these Spanish
names.

There is an El Polvon group which are listed as owning 5 percent
of the acreage, and it does not appear among the millers of sugar.

Is that correct?
Mr. PURCELL. I do not know of that name, sir. There are a con-

siderable number of owners who do not do their own milling.
That is why Nicaragua Sugar Estates' milling figure is as much out

of proportion to their acreage holdings, because they grind cane for
independent owners.

Senator DOUGLAS. WeUl-pardon me. Had you finished?
Mr. PURCELL. Yes, sir.
Senator DOUGLAS. There is another firm, Lacayo Montalegre-
Mr. PURCELL. That "Montelegre"-I am familiar with that name.
Senator DOUGLAS. My figures indicate that they own 3 percent of

the land and mill 8 percent of the sugar.
Mr. PURCELL. Your figures probably are correct, Senator. I do

not know.
Now, as to wages, as I have already indicated in my statement,

they have been increased in the past 2 years. Farm wages now
average a little over $2 a day. They range from $1.70 to $2.60 a day;
while factory and mill an d office wages range from $2.30 a day to
$7.10 a day.

With respect to payments to individual farmers-independent cane
farmers own just slightly over 50 percent of the acreage. A great
deal of their cane is purchased and milled by Nicaragua Sugar
Estates-in fact, about 52 percent of their mill output is purchased
from these independent farmers.

That is purchased on the basis of a return to the farmer of about
60 percent of the gross price realized on the sale of the sugar.

Of course, the price will depend-
Senator DOUGLAS. Is that a sliding scale?
Mr. PURCELL. It will depend on how much the sugar is sold for

und in what market.
Incidentally, the sugar purchased from the farmers, I believe I am

correct in saying, is sugar which is first devoted to the export market.
With respect to the wages I have mentioned, I should say that those
wages do not include housing and school provisions and hospital and
medical care and paid vacations and other fringe benefits provided
under the Labor Code.
Senator DOUGLAS. Mr. Purcell, do I understand that in 1961 your

permanent quota was 15,748 tons for Nicaragua?
MNr. PURCELL. I think that is 1962 annualized, yes.
Senator DOUGLAS. Oh, I see. But is it true thiat about 6,000 of

this was unfilled?
85601--62----2
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Mr. PURCELL. That may be, sir. There is some sugar on the high
seas at the present time.

Senator DOUGLAS. The temporary quota was 25,897?
Mr. PURCELL. From the Cuban cutback?
Senator DOUGLAS. Yes.
Mr. PURCELL. Yes, sir.
Senator DOUGLAS. But 5,239-
Mr. PURCELL. Just a moment, sir. I think I am getting mixed up

a little bit here.
You are talking about 1961?
Senator DOUGLAS. Yes.
Mr. PURCELL. And that is what we should talk about.
Senator DOUGLAS. Yes.
Mr. PURCELL. There was a shortfall in 1961 of about 6,000 tons,

owing to an extraordinary storm damage which occurred and which
caused a great deal of flooding which damaged the crop in the 1961
year.

Senator DOUGLAS. So that you actually shipped to this country
about 30,000 tons?

Mr. PURCELL. In 1961; that is correct.
Senator DOUGLAS. And the quota, under the House bill, is 30,000

permanent and no temporary?
Mr. PURCELL. That is correct, sir.
Senator DOUGLAS. In other words, it continues the actual ship-

ments of 1961, but your contention is that this failure to fill the higher
quotas for 1961 was due to the storm and you should not be per-
manently penalized for the storm?

Mr. PURCELL. Yes, sir. In other words-let me give you another
figure. The anticipated or estimated 1962 production was-this is
exportable surplus-between 47,500 and 50,000 tons.

Now, I have just been informed there is a million tons of cane
planted at the present time against the next season's cutting andgrinding, and their usual yield is approximately 10 percent.

That is around 200 pounds of sugar to the ton of cane, which, of
course, would bring the--this would be overall-bring it around to a
figure of probably 100,000 tons, and the local consumption rate is
about 40,000, or slightly over.

Senator DOUGLAS. Do you export to other countries?
Mr. PURCELL. We have not in about 3 years, not since the

Cuban-
Senator DOUGLAS. When you did export, did you sell at the world

price?
Mr. PURCELL. About 5,000 tons were sold in 2 years at the world

price, which in both of those years caused a slight loss to the com-
pany.

Senator DOUGLAS. Would you tell us something about the Nica-
ragua Sugar Estates which you represent?

Mr. PURCELL. It is a corporation, organized under the laws of
Nicaragua.

It is publicly held by something over 200 shareholders. It engages
in the sugar growing and milling business and, to a certain extent, in
other allied fields.

Just what they are I do not know, but I believe they are minor.
Senator DOUGLAS. Do Ameriqan interests own any shares in the

Nicaragua Sugar Estates?
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Mr. PURCELL. Yes; I believe approximately a 25-percent interest.
Senator DOUGLAS. That is my information. And will you identify

the American interests?
Mr. PURCELL. I beg your pardon?
Senator. DOUGLAS. Would you identify the American interests?
Mr. PURCELL. I am afraid I cannot sir
You mean who the individual stockholders are?
Senator DOUGLAS. Yes.
Mr. PURCELL. I do not know.
Senator DOUGLAS. You do not have any idea?
Mr. PURCELL. No, sir; I do not.
Senator DOUGLAS. Mr. Purcell, you have heard these questions.

Would you state your fee?
Mr. PURCELL. We are employed by Nicaragua Sugar Estates as

attorneys. Our arrangement with them has been, since October of
1960, on a basic retainer basis of $1,250 per 3 months, per quarter-

Senator DOUGLAS. $5,000 a year?
Mr. PURCELL. At that rate; yes, sir.
Senator DOUGLAS. Any allowance for expenses?
Mr. PURCELL. We are paid out-of-pocket expenses.
Senator DOUGLAS. No allowance for entertainment?
Mr. PURCELL. No, sir.
Senator DOUGLAS. Is there a contingent proposition or provision?
Mr. PURCELL. There is no contingent provision with respect to the

amount of quota, or anythingof that sort.
I should explain that the basic quota-I am sorry-the basic re-

tainer is applied to work done, and to the extent that the work done
exceeds that amount and justifies a higher billing, it is understood
that that will be done.

Senator DOUGLAS. But if the quota increases you do not get an
increase?

Mr. PURCELL. No, sir.
Senator DOUGLAS. Do you have anything, Senator McCarthy?
Senator MCCARTHY. I note in your testimony your concern over

the fact that, based upon the share of the American sugar market
which should be given to Nicaragua-that was determined in the
change in the 1956 act; was it not?

Mr. PURCELL. Yes, in the 1956 act, as I have said, while Nicaragua
still maintained a respectable position among those four traditional
suppliers, it received a very small incremental participation in growth
of the U.S. sugar requirements with the result that they fell very well
behind.

The country has a very good capacity for expanding its production
but it, of course, did not do so, knowing that there was no assured
market for the sale of this sugar.

At the time that the Cuban problem arose they did increase. They
had a small surplus on hand at the time, and then they did increase
their acreage and facilities, but very conservatively, so that they
would not run into the real prQbleni of having to cut well back once
they were no longer assured of the large allocations of the Cuban
deficit.

As a matter of fact, under the act as amended in 1960 and 1961 the
theoretical participation of Nicaragua in the Cuban cutback would
have been three times as much, if not more, than what was actually
assigned to them on the basis of ability to produce.

481



SUGAR ACT AMENDMENTS OF 1962

Senator MCCARTHY. In the views of the traditional allocation or
if they had made the assignment on the ability to produce-

Mr. PURCELL. If the assignment had been made on the basis of the
arithmetical allotments provided for use by Department of Agricul-
ture under the act, as amended, then the excess allocation of the
Cuban cutback, plus the basic quota, would have come to about
150,000 tons. But, of course, they could not produce and supply
that much sugar.

So that the largest allotment that has been made in the 3 years was
about 50,000 tons, including basic quota.

Senator MCCARTHY. Was it in the 1956 act that the percentage
method was discarded and they went to a fixed-tonnage allocation and
began.then from that point on having the problem of the question of
assigning quotas every time the act came up?

Was that in 1956?
Mr. PURCELL. Well, I am not sure, Senator, but I think it may have

been in 1953, the old 1.36-
Senator MCCARTHY. Yes.
Mr. PURCELL. Percentage allocation? It was before 1956.
Senator MCCARTHY. It was before 1956.
Mr. PURCELL. But in 1956 the 4-percent participation for full-duty

countries was applied and then the growth participation-
Senator MCUARTHY. Was changed?
Mr. PURCELL. Was changed, yes.
Senator MCCARTHY. Is it your opinion now that the earlier practice

of more or less allocating it on a percentage basis established or made
for more stability in the whole sugar supplying operations of Central
America than the more recent practice of reassigning quotas every
time the act comes up for renewal?

Mr. PURCELL. Well, of course, in the cane-growing countries,Senator, if they know hom nuch they are going to be called upon to
deliver over a period of 5 years or 4 years they are much better off
because, as I think has been testified to here before, when you plant
a crop of cane you have got a yearly crop for 4 or 5 years to come, and
you can plan ahead with greater certainty.

Whether that can be done on a percentage basis as well as on a fiat
quota basis, I do not know.

Senator MCCARTHY. It might be better' if we treated this whole
thing primarily as an economic problem rather than try to make the
Sugar Aet the principal instrument of foreign policy in Latin America?

Mr. PURCELL. Well, I have no very fixed notions on that score but,
offhand, I would think so.

Senator MCCARTHY. Thank you.
Senator DOUGLAS. Thank you very much.
Mr. PURCELL. Thank you.
Senator DOUGLAS. I note that because Mr. Debevoise was to have

been the last witness last night, that I started with him first this
morning and, therefore, neglected to call two witnesses whose names
appear before him in the normal roster, and I apologize for this.,

And I would like to ask Mr. Ernest Schein, representing the Republic
of Colombia, to come up.
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STATEMENT OF ERNEST SCHEIN, ON BEHALF OF THE REPUBLIC
OF COLOMBIA

Mr. SCHEIN. Thank you.
Mr. Chairman and members of the committee, my name is Ernest

Schein. I am a practicing attorney at law with offices in Washington,
D.C., and Chicago. I am here in behalf of Distribuidora de Azucares
S.A., Azucareros Independientes Ltda., Compania Azucarera del
Valle, S.A., of Colombia, the three companies which integrate the
producers' associations and represent 99.6 percent of the Colombian
sugar industry and which are therefore intensely interested in any
revisions of the sugar laws of the United States emerging from these
hearings.

Colombia is a newcomer aniong those foreign suppliers who are
seeking a permanent quota in the sugar importations of the United
States. It participated in the U.S. preferential sugar market when
the termination of Cuban imports niade it necessary for the United
States to obtain a large supply of sugar from other producing areas.

In 1961 it shipped to the United States 46,000 tons. In the first
half of 1962 it added to this amount 25,000 tons. Moreover, it has
engaged in direct barter for U.S. wheat with 5,000 tons of sugar.

Colombia is a considerable producer of sugar and respectfully sub-
mits the following statistics to support its petition for a recognized
though modest place in the U.S. sugar quota, import, and price
structure.

1. The sugar industry of Colombia is centered in the Cauca Valley
of which the city of Cali is the center. Here some 760,000 acres are
devoted to the cultivation of sugarcane. Of these about 160,000 acres
supply the sugar mills. The remainder form a source of noncentrifugal
sugar which is consumed promptly as an essential part of the local diet.

2. After domestic needs are serviced there will be an exportable
sugar stock of about 100,000 tons annually.

3. Colombia has exceptionally advantageous port facilities guaran-
teeing the regular delivery of exported sugar. Buenaventura is lo-
catedwithin a short distance of the production center and its capacity
at the docks for sugar is 750 tons per day. The ports of Santa Marta,
Barranquilla, and Cartagena are also usable in case of necessity. The
average time for arrival in North American ports is only 7 days.

4. Xbout 70,000 people are employed in the Colombian sugar in-
dustry. Since the average worker's family is composed of no fewer
than six members, approximately 400,000 persons are dependent upon
sugar for their livelihood.

5. Sugar production and milling in Colombia are not seasonal; they
continue throughout the year so that wages are not limited to 3 or 4
or 5 months as in many sugar producing areas in the world.

6. In the period from 1955 to 1960 tre wages of workers increased
substantially while the selling price of sugar remained stable.

7. Wages represent 50 percent of the selling value of the sugar at
the mill and 67.9 percent of the cost of production.

8. Vany holdings of sugar planters are small and there is no
tendency to concentrate the advantage derived from a considerable
export volume in the hands of a few.

9. There are 17 mills each grinding less than 1,000 tons of sugar a
clay and only 4 mills with a greater daily output. The latter account
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for 36 percent of the milled production but the small mills account for
64 percent. Moreover, 50 percent of Colombian sugar derives from
small farms of 350 acres or less and 50 percent from larger units which
are owned by the mills. The tendency is for new production to
originate in smaller holdings.

10. Money flowing into Colombia from the United States is used
to purchase capital goods and other merchandise here. Agricultural
agreements between Colombia and the United States under Public
Law 480 will result in the purchase of more than $75 million worth of
wheat, flour, cotton, milk, vegetable oil, tobacco, and other items pro-
duced in the United States. The policy of Colombia is to continue
and augment its agreements with our country for the purchase of
agricultural surpluses which will result in the growth of profitable
commercial relations between the two countries.

Colombia alines itself with those who have frankly expressed their
concern over any plan to abandon the quota and premium price
devices in favor of so-called global quotas and competitive world mar-
ket prices. Colombia has had experience in the so-called world sugar
market and states with conviction that it will be a much more depend-
able and secure source of sugar supplies and stable prices for the
United States if it has a secure position in the U.S. import system at
U.S. domestic prices without recapture in full or in part of any pre-
miums above the so-called world market.

The sugar industry of Colombia respects the sovereignty of the
United States and does not presume to influence its foreign or domestic
policy with respect to sugar. Nevertheless, Colombia quite openly
has taken the position that a generous portion of the total supplies
of sugar formerly imported from Cuba should be allotted to other
Latin American countries which have manifested their friendliness to
the United States. Of these countries Colombia, we submit, is in a
leading position.

We are very gratified to find in the Sugar Act Amendments of 1962
passed by the House of Representatives that Colnbia is allotted a
fixed quota of 1.23 percent of the United States annual estimated
consumption of sugar after deducting the portions reserved for domes-
tic cane and beet producers, the Philippines and certain minor contin-
gencies. We do not wish in any respect to appear less than grateful
for this consideration.

However, we would not be completely frank if we did not express
our surprise and disappointment at being excluded under the terms
of the Sugar Act Amendments of 1962 as enacted by the House of
Representatives from the allocations to certain foreign countries of
a portion of sugar supplies to be imported while Cuba is not in friendly
diplomatic relations with the United States.

We observe that such Latin American countries as Peru, the Domin-
ican Republic, Mexico, and Brazil and that other foreign areas like
Australia, the Republic of China, India, South Africa and Mauritius
are included in this category. We must conclude that we were
inadvertently left out and so we respectfully ask that we be reinstated
within this list for the period ending December 31, 1962, and for the
calendar year 1963 as well as subsequent periods when similar added
imports may be required.

I do not wish to take any more of your time and I assure you of
the gratitude of my principals and ,myself for the opportunity to
appear before you.
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Senator DOUGLAS. Thank you, Mr. Schein, and you are a very
esteemed citizen of my city.

I am sorry, through inadvertence, I delayed your appearance on
your stand.

You received no permanent quota under the 1961 act?
Mr. SCHEIN. No, this is a new position.
Senator DOUGLAS. But a 46,000 temporary quota?
Mr. SCHEIN. Well, it is 71,000 in a cash sugar market, and 5,000

tons in trade.
Senator DOUGLAS. My figures may be wrong on that. That was

last year?
Mr. SCHEIN. Last year; up to the present time that is all. That

is total.
This is all we have ever had.
Senator DOUGLAS. You are getting 35,000 permanent but no tem-

porary at present.
You want to have this increased?
Mr. SCHE Nr. The quota that has been given to us?
Senator DOUGLAS. Yes.
Mr. SCHEIN. No; I think the quota that is given in the House

enactment is fine, but I think that we should be included in the
temporary allotments where Australia and Mauritius, and others
appear, and we are very close by, and would be happy with 1 percent
taken from each of these foreign-and by "foreign" I mean not
Western Hemisphere-suppliers.

Senator DOUGLAS. Of course, they are all anxious to increase theirs.
Mr. SCHEIN. They have big political considerations and we just

have a simple problem.
Senator DOUGLAS. Where did Colombia used to sell its sugar?
Mr. ScHEIN. I did not hear that.
Senator DOUGLAS. Where did Colombia used to sell its sugar?
Mr. SCHEIN. Well, it used a high percentage of it as it proposed

to do in the future, right in Colombia, and it got in on the International
Sugar Agreement to the tune of 5,000 tons.

And that, plus a few thousand more, went into the world area.
Senator DOUGLAS. And at what price did you sell in the world area?
Mr. SCHEIN. I am not an expert in the price picture, and I am not

an economist, but I assume that they sold at world prices.
Senator DOUGLAS. You now ask that we pay double the world price?
Mr. SCHEIN. Well, as I say, I am not a statesman, obviously. I am

not an economist. I am a lawyer
Senator DOUGLAS. Well, most people who allege to be statesmen

are not statesmen-
Mr. SCHEIN. I am advocating a position for Colombia, a friendly

South American country, in whatever legal sugar picture takes place
in this country.

Senator MCCARTHY. I think what we need to deal with in this act
is a juggler.

Mr. SCHEIN. Well, I am not a juggler, either.
Senator MCCARTHY. You are not a juggler, either? All right.
Mr. SCHEIN. I confine myself to the practice of law, and I presented

as best I could, as an advocate, the position of Colombia in any legal
position which may generally be adopted in this country, I hope that
Colombia will be favorably considered because of the items, one by
one, which I have submitted in Colombia's behalf.
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I do not represent the country of Colombia. I represent some
highly respected private parties, and that is the kind of representation
I have had for 40 years.

Senator DOUGLAS. Tlese big companies mill virtually all of the
sugar in Colombia?

Ir. SCHEIN. That is right.
These are actual leaders. There is only one other mill not repre-

sented by my group which is a little removed from Cali in the Cauca
Valley, which actually gets all of the same benefits of what the three
associations would procure.

Senator MCCARTHY. Will the Senator yield to me?
Senator DOUGLAS. Yes, sir.
Senator MCCARTHY. I am sure you studied the allocations, Mr.

Schein.
Do you see any patterns in the way in which the temporary quotas

have been ass gned or any reason for it?
Mr. SCHEIN. You mean the Cuban withholding?
Senator MCCARTHY. Yes.
Mr. SCHEIN. I cannot make them out.
Senator MICCARTHY. You cannot make them out?
Mr. SCHEIN. No.
Senator MCCARTHY. Well, I hoped that you might help. If you

cannot make them out I will have to study them myself.
I have no further questions.
Senator DoUGLAs. Mr. Schein, we ask this question of everyone.
Will you state for the record your fees in connection with the three

companies?
Mr. SCHEIN. Yes; I received a retainer of $15,000.
Senator DOUGLAS. A year?
Mr. ScHEIN. Well, I only have a year's arrangement, until the end

of fiscal 1963. At June 30 of 1963 my employment stops.
I have some further compensation-
Senator DOUGLAS. Do you have a contingent-
Mr. SCHEIN. Yes. These have recently been arranged, before the

adoption of the House acts, however, whereby I keep on working, but
get no additional compensation if Colombia gets no quota.

There will still be an area of negotiation, I hope, under which during
the temporary reIquirements are studied; I would. work' there on the
basis of my retainer.

'If Colombia is included in a regular quota area then I get contingen-
cies based on the amount of sugar which my producers would be
allowed in this country.

Senator DOUrLAS. Well, may I ask what is this contingency?
Mr. SCHEIN. Yes; I will give it to you next.
Beyond 10,000 tons regular quota, I would receive 50 cents a ton

up to 30,000 tons and 25 cents a ton above the amount of 30,000 tons.
Senator DOUGLAS. SO that on 35,000 tons you would receive a

fee-
Mr. SCHEIN. Of $12,500 in addition to my retainer.
Senator DOUGLAS. And the retainer is?
Mr. SCHEIN. $15,000.
Senator DOUGLAS. Now, if the quota should be raised to'50,000

what would your contingency be?
Mr. ScHEIN. Now, your arithmetic is better than mine.
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,Seimtor DOUGLAS. Well, you are more intimately concerned with
this thanr I.

.N[r'. SCiEin. It would be more than that. It would be more. But
I al not going to mention the figures spontaneously.

Senator DOUGLAS. Hlave you not thought, about this?
M\fr. SCHEIN. No; I have iot, really.
Senator DOUGLAS. What was it again, itt excess of 25,000?
Mr. ScHEIN. III excess of 10,000, up to :30. 50 cents J4 ton.
Senator DOUGLAS. Oh1, that would only be 10,000 more and then

beyond 30,000?
Mr. SCHEI\. 25 cents.
Senator DOUGLAS. 25 cents.
Senator MCCARTHY. It is it %ariation between permanent andteilponry?. . . . . .CHE IcN. No variatibii, but the requiremett is there that Co-

lombia must have at, secure statutory position befrrt it will consider
having g tie any m1ore money.

Senator M6C'RTHY. I tflink wo"sIibuld observe, Senamtor Douglas,
that there is no'indication of Rrice fixing ali)nlg the lawyers who have
heen working on this bill.

Mr. Scui(x. No; wo hiave i~p combination in restraint of trade.
Senator DOUGLAS,"A rollcall, has just been called llnd we wil recess

for the rollcal.. ' .
Mi. Mihonev and Mr. Brni'fe 'Mll reilai: to testify, because we

want to get, this through todi., and we will reconvelie iminediately
after rollqall, in abput 15 mn It es.,.

(At thi point a Vhortrecs Was tken)
Senate k DOUGLA t. The intiittee will -colte to order.
Mr. John Mahony, reprentin th Soutstry.riea, Suga i .
We are lad to see you,, Mr.iMone3, t

STATE T OF JOHN MAHONEY, SOUTH AF9ICAN GAR
AS8OCIATIO~N i /

Mr. MAtONE W e are vey glad to be. with you, Senator Douglas,
and particularly t6bbe able to sit through tie last couple of days and
get some idea of the tkkiount of work that you genin en put in coin-
mittee. I think oftentiineahat is lost on us,,Pwdon't realize, when
we don't see you down on the flooror-at eaft"iere, what you are really
doing, where the times goes.

I am going to reverse things a little bit, Senator Douglas, if I may.
I will start with, my name is John R. Mahoney, that I am a member
of the firm of Casey, Lane & Mittendorf, of 26 Broadway in New
York, and my firm is counsel for the South African Sugar Association,
which is a group of private growers, millers, and refiners on whose
behalf I appear today.

I stress the word "private" because we are not counsel for the
South African Government as such.

I would like to explain our relationship with our client now, rather
than waiting for your questions at the end. I do this for several
reasons, and for a purpose which will become clear to you.

A year ago, approximately, my partner, Mr. Casey, the main part-
ner, James Casey, when lie was in Europe, and in Africa-he knows
a good deal because we represent some mining interests that are in
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South Africa and also in the United States-at that time he cabled
ine and said in effect, "Get a workup on the whole business of sugar."

We had not been in tie sugar field. We are a New York firmi that
works generally in adniralty and in the administrative law. I
personally (1o a great (eal of administrative law before tile Interstate
Cominiission and the Marititne Administration and (1o more in shipping
than anything else.

In any event, he indicated that lie had reached agreement with the
South African Sugar Association. That was, I believe, in early June.
The terms of the agreement were that Casey, Lane & Mittendorf
were to h)e paid our time charges. This would be based on the time
expended either by the partners or the associates, and that would be
at rates ranging from $12 6 up to $50 per hour depending upon
who the person was who works on it. We were to be reimbursed for
our disbursements and those would include travel, cable charges,
printing, photostating, and xeroxing, which we have found a particu-
arly useful machine and we charge--

Senator DOUGLAS. Nothing for entertainment?
Mr. MAHONEY. No entertainment, Senator Douglas.
There was absolutely no element of contingency involved in this

and there was no-another thing, we (lid not get a retainer as such.
Most of the time we don't. Although we do work with some clients
on a etainer basis, in this instance the fact is we have not actually
billed, and, therefore, it is a res ipsa case, we haven't collected any
money.

The money-imy understanding of our relationship was that we
were to represent SASA, that is the South African Sugar Association
in their, any of their commercial relationships in the United States,
and I gathered in Canada, also; and, incidentally, we were also to assist
then if at any time there was a possibility of their getting access to
the American market.

Now, the only work beside doing this background work which we
did last year, to get ourselves familiar with the whole sugar situation
the only work that we have done was done, I think, in March or
April this year, I allude to that in my statement later, and in that case
there was an arrangement under which South African sugar would be
traded for American wheat. That was, I think, done in March or
April, I can get the exact date, but at any rate that hasn't been billed,
I haven't looked at what we call the blue slips-we keep time records
every day-I have not looked at it as to what they are and one of
the reasons I wouldn't, normally bill it is that it would be in the
province of my partner, Mr. Casey, whose responsibility it is to do
the billing. So at this moment I can't tell you how much they owe
us for this, but I would hazard the roughest kind of a guess at three
or four or five thousand dollars. But I will furnish that figure for
you.

(The following information was subsequently supplied:)
The present status of the billing, as at April 30, 1962, is $4,840.

Senator DOUGLAS. I hope in your future billing you will include the
standby time that we, or the sit-by time, we kept you waiting here.

Mr. MAHONEY. That, actually, they will be billed on a portal to
portal for this business even though a lot of it contributed to my
education.
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Senator DOUoLAs. From doorway to doorway?
Mr.XIAHON.EY. Exactly.
Senator DOUGLAS. Or, rather, from the tine of leaving your office

to the time of return to your office.
Mr. MAHONE.Y. Wel, no. Actually, the way we work it, we count

71 hours we think of that ias a normal busine( ss day, lawyer's day,
and, for instance, I would put in for yesterday and today and the day
before, till day, meaning 71/' hours, that would be the way I would bill
it actually, and iny of our people would do that unless you are working
on a brief, when, as you know, you go to 10 or midnight and you
charge them for that.

Senator DOUGLAS. You don't ask time and a half for overtime
Mr. MAHONEY. I wish we did.
Senator DOUGLAS. It is straight time overtime?
Mr. MATONEY. That is correct.
Senator DOUGLAS. By the way, do you have a 5-day week or 6-day

week?
Mr. NfAIIONiEY. Five-day week, as I discovered this morning when

I tried to get my office to get these facts.
Senator DOUGLAS. Very interesting. I have always been interested

iii these relationships with lawyers and clients. rhis is a very valuable
bit of testimony.

.Mr. XIAHONEY. In any event, Senator, the fact that, Mr. Casey
is awav in Europe is a source of a little bit of embarrassment to me.

1 filed the lobbying statements. I was going to report just myself
as such, but I filed for the firm as I felt that was the proper thing.
And then I have attempted to file; I had the raw documents, with the
Department of Justice, the exhibits and the basic forms, but it ap-
pears that they want a complete-well, there are two things missing,
one is Mr. Casey's exhibit. I have mine done and also Mr. Orlin, our
associate, who has worked on this has his, 'Mr. Casey's is missing.

We are going to get something in, and I will undertake to see that
our filing will be done by next Monday, but I wanted you to know
that.

Senator DOUGLAS. I appreciate that. It is a very frank statement,
Mr. Mahoney, and I want to congratulate you.

Mr. MAHON6.EY. Now, our clients urge your committee to give the
most serious consideration to H.R. 12154"which passed the House of
Representatives on Monday. In that bill, the South African pro-
ducers have been granted an opportunity to sell some sugar in the
U.S. market.

Today we respectfully request that yoh report favorably on H.R.
12154 in a way which vould give the South African Sugar Association
a quota in the U.S. market as provided for by section 202(c)(3)(A).

Now the quota in that section, I think, would represent a 20,000-
ton quota.

The South African Sugar Association is very well aware that in con-
nection with the temporary replacement of Cuban or other sugar in
the U.S. market that sucl authorization, that is for this temporary
quota, in this instance of 100,000 tons, would not constitute any per-
inanent claim on any future legislation in the event that a friendly
regime should be returned to Cuba and that country should again
take its place as a major supplier of the U.S. market.
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Oil that point I might say filst that, South Africa has taken Io
steps to beef iil) its ploductio ias ti(l result of tIhis Cubai fiasco.
Eit her at this point or p)e,'haps subsequeitly, when you Obviously will
want to ask tle some questions, I iave one suggestion that might meet
(lie very real problems that Senator FIulbright and Senator Morton,
anl yourself and, I tliuk, some of the other members of tle committee
have talked of and have beeii so eoi(ernced about in tle colloquy aild
il tile discussion with tile witnesses, and that is the fear or tile feeling
thait any country that gets access to the Anierican market as tlie
result of tile i)reselt Castro government, will receive or get a vested
interest, and will get some kind of a built-in position.

I suggest to you ill that connection, Senator Douglas, atid Senator
McCarthy, that there may be a way to meet this. I Hi drawing now
o 1wlhat little experience I ha1ve had ill my relationship with Congress
il comietion with transportation problIlis, both domestic and
ilte-ational.

If Congress waimts to make a sl)eeitic provision to make it abundantly
chle , that, any allocation or ally (jilota or- amytling of that sort is on
au temporary basis and that it means temi)orary, there is one way that
was suggested by you, Senator I)ouglas, and that is either to include
it iii the report or see to it that the debate on the floor reflects the
concern of Congress. But it seems to ine the safest way to do it is
tIle way that it. has been done in connection with parts 1, 2, and 3,
I think, of the Interstate Commerce Act.

There you are dealing, of course, with access to tie transportation
market, and you are working through the device of the certificate of
coliveiiieiiee anlt liecessity, to be sure. Ill that instance, though,
congresss recognized that there were certaiii cases where there might
be all emergency situation, anld where the suppliers or the big shippers
might want to cut across this quota system, if you want to call it
thatt , thie eertificatioll system, and they'did that byV what they called
a temporary authority, so that on the one haud, a particular'carrier,
(OIIllOl or contract' carrier, might after fighting very hard get a
periinauient authority to operate between States A an'd B, or New
Yo-k and \Vashingto, but if th e n t( arose on a temporary lasis,
tle carrier could get a so-called temporary authority and write inl the
legislation, right li tile section it states ihat - I min trying to quote
now--such temporary authority shall create no presuml)tion that
corresponding perimieit auhioriy will be granted thereafter am]
similI not lie construed as giving a y right at all or a leg u) oil per-
matent authority. I just throw tlat out to you as at possible way
lit getting at this wheN you get to the very difficilt job of how you
are going to try to fill the void without creating these vested interests.

Now, returning to the statement: South Africa's firm support of
tIhe United States in the fight against world communism is so well
known that. it hardly need be mentioned. It has given repeated
evidence of its traditional friendship with the United States by voting
solidly with this country against tite Red bloc in the United Nations.
Soutll Africa does not even maintain diplomatic relations with the
Soviet Union-or with Red China, and is not represented in Cuba.
In World Wars I and II South African troops marched alongside of
American Gi's. A South African flying squadron also worked with tile
American Air Force in the Korear war. During time cold wair, South
Aft-a hias cooperated fully with ,U.S, defense efforts, and tangible
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evidence of this cooperation is the U.S. inissile tracking station on
South African territory.

Sotith Africa has also offered wholehearted support to the United
States in its successful burgeoning efforts to acquire space. As yoti
gentlemen undoubtedly know-I didn't before I got into this--'the
United States has built, a very large space vehicle tracking station iear
.Johannesburg, which is mamed and maintained by South African
scientists till([ technologists oil behalf of NASA. This station is a
vital link in the chain of stations supporting the American space
efforts. A point that. is perhaps not, without. some interest is that at
great nuany of the services involved, including the provision of the land
on which the station is located, are furnished without charge by the
South African Government.

South Africa is proud to say that, although it, is a relatively small
nation, it has never called on the United States for economic aid.
Moreover, private American investment in South Africa, exceeding
$600 million, has always been safe from arbitrary expropriation.

We believe that till these facts redound to South Africa's credit and
should be considered by the U.S. Senate as it approaches the delicate
jot) of determining what formi the sugar supply to the United States
should take. -

South -Africa has been an independent, nat ion for over 50 years and
is no longer a member of the British Commonwealth. In some respects
it has an early history that. is similar to that of the United States.
however, while Americaan colonists, in sonie instances, had to wrest

the lind from the Indians, most of the virgin soil settled by the original
inimigrants from Europe to South Africa was virtually,'uninhabited.
In more recent times it has been the economic prosperity engendered
by descendants of timo early Dutch and English settlers that has
brotight tie vast influx of non-Europeans from many other areas into
the modern South African economy. South Africa's vital eincern
for tile economic well-being of its peoples is best, demonstrated by the
fact that the nonwhites enjoy by far the highest income of any native
race on the entire continent'of Africa. We understand, for example,
that South African Bantu own proportionately more automobiles tlan
all tIme peoples of Russia today.

The South African sugar industry is one of the largest, employers
of native labor. Almost 80,000 w% workers are employed during the
peak season from May to December. The sugar is grown mainly on
small farms. These farms are operated by 5,000 persons of non-
European extraction and about 1,500 persons of European extraction.
Naturally, the economic advantage derived from foreign sales of sugar
redound to the benefit of the nonwhite workers.

It has been estimated that the South African 1962-63 crop, if
unrestricted, would produce about 1,380,000 short tons of sugar. If
restricted, as it will be, or would be, it would be slightly more than a
liillion tons. 0

Local consumption normally would take about 760,000 tons of this,
which would result in an exportable surplus of 620,000 tons, if you
use the unrestricted figure of 1.3 million, or about 300,000 tons, if it
is restricted.

About 400,000 tons unrestricted, or 300,000 to 200,000 tons if re-
stricted, could be shipped to the United States before the end of 1962
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if the demand is there, or if it is needed. South Africa has plenty of
sugar which can reach the United States within I month's transit time.

Understand, parenthetically, that sailing time, particularly on
these new ships that the Maritinme Administration has authorized for
South African Marine and Farrell Lines, particularly, that is the sub-
sidized carrier, runs to about 19 days on the run from Capetown.
This is less than the sailing time of some of the U.S. suppliers.

However, because of the tremendous surplus of sugar in the world
market, production in South Africa will have to be cut back almost
25 percent this year. This will cause thousands of natives to lose
their jobs. These workers could be reemployed if South African sugar
could be sold in the U.S. market.

Although South Africa is one of the major non-Communist sugar-
producing countries, the proportion of production actually exported
is relatively low, approximately 20 percent, due to the large domestic
consumption there. Based on the data set out on page 10 of the
House of Representatives Report No. 1829, accompanying H.R.
12154, the per capita consumption of sugar in South Africa during
the 1959-61 period averaged about 97 ounds per annum which comes
very close indeed to the U.S. figure ofabout 103 pounds per annum.
All sectors of the population, which is only 15 million, must necessarily
share in this consumption for it, meaning the pounds per annum, to
be as high as it is. Therefore, oversea outlets must be found, or the
industry upon whom so many people of all races depend for their
livelihood, will have to face further cutbacks, to the detriment of all.

Like most of the sugar-producing nations of the world, in order to
maintain its domestic industry, South Africa permits sugar to be sold
in its local market at a price somewhat higher than that in the de-
pressed world market.

If the United States needs additional sugar the South African
Sugar Association will do all in its power to supply whatever it has
available, in any circumstances within reason. It is anxious to sell
where the best price prevails, that is why it is wishing to sell, frankly,
in the U.S. market.

The United States has always enjoyed a favorable trade balance
with South Africa. In recent years, even with the United State.;
buying large quantities of strategic inaterin.ls from South Africa, the
differential in favor of the United States has exceeded $100 million
annually. In the period before the importation of strategic materials,
the balance of trade with South Africa was even more favorable to the
United States. Incidentally, this includes between 70,000 and 75,000
bales of U.S. cotton per annum. Also, earlier this year, South Africa
offered to take 72,800 short tons of U.S. wheat in return for the oppor-
tunity to supply the U.S. market with 30,000 short tons of sugar.
This transaction meant for trade purposes that almost $5 million of
U.S. wheat was being exchanged, would have been exchanged for
about $3 million of South African sugar. The offer was not accepted,
and again, parenthetically, Senator Douglos, it was in that connection
that tie services were performed by my firm, not by me as it happens,
but one of the associates and one of my partners.

Also, I would say that the allusion to the 70,000 to 75,000 bales of
U.S. cotton, I suppose would be lost in Illinois or the Northwest, at
least there isn't any cotton being grown up there that I know about.
Is there?
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Senator DOUGLAS. We try to take a national point of view.
Mr. MAHONEY. Yes, sir.
In conclusion, the South African Sugar Association respectfully

requests this committee to give the same favorable consideration to
South African sugar in its access to the U.S. market which is provided
for in H.R. 12154. In return, the South African Sugar Association
will use its good offices to attempt to bring about an increase in the
importation of U.S. commodities and products to the end that the
United States will continue to maintain a favorable trade balance
with South Africa.

We submit our case to your enlightened judgment, and thank you
very much for the opportunity given us to state our position, sir.

Senator DOUGLAS. Thank you, Mr. Mahoney.
We regret we kept you waiting for so long.
What price does South Africa sell its own sugar in the domestic

market?
Mr. MAHONEY. In its domestic market? Let me see, I didn't

anticipate that question.
It is over 6 cents, subject to correction. It is 6.4 cents, 6.44.
Senator DOUGLAS. IS that retail?
Mr. MAHONEY. Yes. I have this, which is based on a-I have-

this was supplied to me, sir, and it may be subject to some infirmity,
but I give it to you. I have the figure 6.44 cents.

Senator DOUGLAS. Is that a retail price or wholesale?
Mr. MAHONEY. Retail price.
Senator DOUGLAS. Retail?
Mr. MAHONEY. Yes, sir.
Senator DOUGLAS. That is about the American price.
Mr. MAHONEY. Yes, this was taken from the U.N. statistics annual.
i might say, too, sir, that I am laboring a little bit under the diffi-

culty, there is a Mr. Clutterbuck, who is the secretary of the associa-
tion who was to have been on hand and who probably would have the
knowledge in depth that was displayed by the Australian earlier, and
who I could have called on. I wasn't able to do that, and I have had
to get some of this material from secondary sources.

But subject, if there is any possibility, if I need to correct it, I hope
I can make that correction.

Senator DOUGLAS. Surely. Of course I would like to point out that
the 20,000 permanent quota plus the 100,000 temporary quota, or a
total of 120,000 tons, at a subsidy of $56 a ton above the world price
comes to an annual subsidy or premium of $6,720,000 a year,'or a
total for the 5 years of $33,600,000.

Mr. MAHONEY. I would say that was certainly a very respectable
figure, Senator Douglas. I would like to hope, too, that while that is
the case, that-what was your figure, the final figure?

Senator DOUGLAS. $6,720,000 a year.
Mr. MAHONEY. That is right.
Senator DOUGLAS. Or $33,600,000 for 5 years.
Mr. MAHONEY. That is right. During that same 5 years, that $33

million does loom quite large, and yet during the same 5 years if
things keep going as they are that would help a little bit, at least, to
redress that, what would amount to $500 million, almost a half
billion dollars trade balance differential during the same time in favor
of time United States.
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Senator DOUGLAS. Senator McCarthy?
Senator MCCARTHY. Does South Africa sell any sugar in the Com-

monwealth market?
Mr. MAHONEY. They sell sugar to England, yes, Senator McCarthy.

They do not sell in the sense of the Commonwealth market, as they
are not, within tile Commonwealth framework any more.

Senator MCCARTHY. You receive essentially the same price t hat t he
Australians receive?

Mr. MAHONEY. The price we receive is .a little more than a cent
less than the Australians receive under the Commonwealth Sugar
Agreement about 4.49 cents per pound.

Senator MCCARTHY. It is your opinion that the American market
is preferable even to the preferred United Kingdom market?

Mr. MAHONEY. Well, I think-I am not sure about is preferable
to the United Kingdom market. I think it is a question of lining
up side bv side. I think my clients feel one would complement
the other.' They would like to hope to be able to maintain their-.
some kind of a position with the United Kingdom. They are negoti-
ating to try to hold on. They sell in Canada also, I ought to tell
you, and they sell in Canada, but they don't-they are not covered
withiT. the preference because of being outside the Commonwealth
so they don't get that and they are negotiating on that matter at the
moment, I am informed.

Senator MCCARTHY. Do you antics ate any significant change in
sugar marketing in the event that Great Britain should join the
Common Market?

Mr. MAHONEY. Senator McCarthy, I haven't thought that one
through, but insofar as South Africa's access to England, to the
United Kingdom----

Senator MCCARTHY. Or to the Common Market.
Mr. MAHONEY. Well, they are actually not in the Common-
Senator MCCARTHY. Are you selling now, trying to get into it?
Mr. MAHONEY. Yes, in the sense of trying to secure access to the

trade of the Common Market.
Let me say they have, I am informed, that South Africa has ac-

cess-to the tune of 150,000 tons-to the British market, the United
Kingdom market, for 3 more years. They are not in on the preference
that they were, but they have, let me see if I can give you-

Senator MCCARTHY. Separate arrangements?
Mr. MAHONEY. Yes, that is right. But it is at a rate that is

roughly commensurate with what, I believe, what the United States
would be when you take off the tariff. In terms of the current agree-
ment with the United Kingdom, South African producers receive
4.49 cents per pound.

Let me see, to complete the picture, and I think I am right. I am
informed that conditions or that contractual relationship or whatever
it is, will exist for three more harvests, 3 more years, until 1965-66.

Senator MCCARTHY. Do you subsidize your sugar industry in
South Africa?

Mr. MAHONEY. Yes, Senator, to the extent, well, I am not sure
whether I have answered your question correctly.

The price is-
Senator MCCARTHY. The market price or-
Mr. MAHONEY. Not the world market price, therefore, it is-it is

not a market price, it is higher that the world market price.
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Senator ICCARTHY. I don't have any further questions.
Senator DOUGLAs. Thank you very much.
,Mr. MIAHONEY. Thank you very much.
Senator DOUGLAS. The last scheduled witness is Mr. George

Bronz, of the Irish Export Board.Mr. Bronz, Ireland was the one country that was left out.

STATEMENT OF GEORGE BRONZ, IRISH EXPORT BOARD

[r. BRONZ. A distinction but a rather dubious one.
Senator DOUGLAS. It receives no permanent quota, temporary

quota.
Senator MCCARTHY. Not even honorable mention.
Senator DOUGLAS. This is extraordinary to me. In view of the

charm of Irish representatives, the high esteem in which we hold the
Republic of Ireland, and the great charm and influence of the Irish
Americans in this country, it is really extraordinary to me that you
are the one country underneath the mistletoe which was not kissed,
and I take it that you are here to try to redress this omission.

Mr. BRONZ. You are correct, Senator Douglas, and I hope that I
can put forward some reasons that go beyond charm why Ireland
should be permitted an opportunity to ship sugar to the United States.

I have prepared a written statement which I filed with the clerk,
and I ask that this statement be included in the record without my
reading it.

Senator DOUGLAS. That will be done.
Mr. BRONZ. I just want to touch briefly on the principal points

involved.
Ireland produces beet sugar. Its production has been growing.

It has proved to be an efficient use of resources of land and manpower
in Ireland. Those who are concerned with agricultural policy in
Ireland consider beet sugar culture a desirable employment of economic
resources.

Ireland supplies the home market entirely. It is a protected home
market, and homegrown sugar is the sole source of sugar consumed in
Ireland.

The price of sugar in Ireland is one of the lowest, very close to the
lowest, of any beet sugar growing country in the world. It is 3 cents
a pound less at retail than in the United States, and very much less
than the prices in the principal beet sugar growing countries in Europe,
that is Germany, France, and Italy. In that sense, Ireland is a very
efficient sugar producer.

Irish sugar is not being produced as cheaply as cane sugar is being
produced in the world today.

Ireland, as I said, supplies its domestic requirements, and, in addi-
tion, has been shipping moderate quantities to England. It does
not ship any sugar in the open world market at the low so-called
world price in competition with cane sugar.

The U.S. market offers an opportunity to Ireland to sell some
sugar at a price which will yield to it very close to what it is getting
on home sales and on United Kingdom sales, possibly a fraction of
a cent higher, but no more.

The United States offers one of the only opportunities in the world
for further sales of Irish sugar, because our market conditions here

85601--2-----33
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permit its sale at a compensatory price. That is why Ireland is so
eager for an opportunity to sell some sugar in the United States.

Production in Irelandis restricted now by controls on the farmers,
on the amount of sugarbeets that may be raised. There is considerably
more demand from farmers for the opportunity of growing sugarbeets
than it has been possible to satisfy because of limited markets, and,
therefore, production is restricted.

Ireland would like the opportunity to permit larger production of
sugarbeets and of sugar.

The request we made originally, in terms of the administration
bill which fixed a 10,000-ton minimum quantity that could be shipped
as refined sugar, was for a quota of 10,000 tons. Ireland probably
could ship moderately more than that, but 10,000 tons would be very
welcome indeed.

Beet sugar processing is somewhat different from that of cane sugar
in that normally there is no intermediate production of raw sugar.
Normally, the beets go into the processing plant and come out as
refined sugar, and it would be quite uneconomical to interrupt the
process and take the sugar out in a raw state. Therefore, the Irish
request has been solely for a quota which would permit the shipment
of refined sugar.

Ireland is now shipping 5,000 tons to the United States under a
quota w hich was allotted for the first 6 months of 1962, the first, and I
believe, the only sugar Ireland has every shipped to the United States.
This quota was allotted in response to an invitation from the Depart-
ment of Agriculture, for, in effect, the offer of bids for the purchase of
additional surplus U.S. agricultural commodities. Ireland submitted
a bid for the purchase of corn. While we have not seen any publica-
tion of the comparative bids of other countries, it appears, from the
figures published, that we made about the best bid of all, or certainly
very much above the average bid, and, as a result, we were allotted
the 5,000 tons which were requested. That sugar is now coming for-
ward to the United States, and it has been a very welcome opportunity
indeed to supply this sugar, and Ireland hopes for an opportunity to
supply in the future, and has been asking essentially for the 10,000-
ton-per-year allocation.

The House committee nowhere explained in its lengthy report,
why Ireland was singled out as the only country that had requested
one which was denied a quota. However, there are two provisions
in the House bill which would operate to exclude Irish sugar even if
a quota were specified in the bill and I think that these two provisions,
to which I make reference in my written statement, probably explain
the reason why Ireland was singled out for such unfavorable treatment.

The House'bill provides that no country may export sugar to the
United States unless its aggregate exports equal or exceed its aggre-
gate imports. That provision, essentially, is a very sensible provision.
If a country is a net importer of sugar, it is hardly a net supplier to
the United States or to anyone else.

Ireland has a considerable manufacturing industry which uses
sugar in the manufacture of chocolate and other confectioneries, jams
and various prepared food products Ireland has a provision which
is identical, in substance, with that in our own Sugar Act, that you
may import sugar outside of the quotas, duty free, in order to incor-
porate it into manufactured products which are subsequently ex-
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ported. Under our act, I can buy sugar anywhere in the world, post
a bond, bring it in to the United States, use it in manufacturing some
prepared food products which is subsequently exported, and then,
when I prove the equivalent sugar has been exported, secure a release
from the bond I have posted. Under a similar arrangement, some
sugar has been imported into Ireland, but it has been entirely for
consumption by manufacturing industries for export. None of the
imported sugar is used in Ireland, and none of it is exported to the
United States or to the United Kingdom, or to anywhere else as
sugar.t has been the policy of Ireland not to purchase sugar, even for

this purpose, even for subsequent reexport, from Cuba, and Ireland is
boycotting Cuban sugar just as we are.

Thus the House provision stating that a country may not export to
the United States unless its aggregate exports exceed its imports
should be modified to take account of the sugar contained in exported
manufactured products.

The second provision of the House bill which would also require
amendment goes to the question of refined sugar. It forbids any
country to ship refined sugar to the United States except to the extent
that that country shipped refined sugar in the 3 years 1957, 1958, and
1959. Ireland, of course, shipped no sugar to the United States in
those years and, therefore, would not qualify.

The policy of the House committee, evidently, although I don't
believe it is stated explicitly, was to remove completely the refined
sugar quota that had theretofore been granted to Cuba, to permit
the very small quotas other countries had for refined sugar to be
continued in the same amount, but not to permit any other refined
sugar to come to the United States.

The administration bill, on the other hand, had a 10,000-ton limit,
and any country with a small quota, up to 10,000 tons, which is one-
tenth of 1 percent of the American market, would be permitted to
ship refined sugar. It would be wholly impracticable and uneco-
nomical for Irish sugar to be shipped.in raw form, and, therefore, if
Ireland was to be granted a quota at all, it would be of no use to it
unless it could be filled with refined sugar.

Now, there is one other point in the bill-
Senator DOUGLAS. You, therefore, favor the provision in the

administration bill?
Mr. BRONZ. Yes, the provision in the administration bill which

would allow 10,000-ton quotas to be shipped refined would take care
of our requirements, provided we are assigned a quota.

Senator DOUGLAS. I understand.
Mr. BRONZ. Of course, if we have no quota, we are in difficulty.
There is another provision of the bill which does not relate to0 the

direct quotas at all, and which, so far as I know, has not been dis-
cussed by any witnesses here.

It is in identical terms both in the House bill and in the adininis-
tration bill. It seems to me, Mr. Chairman, that the provision, sec-
tion 6 of the House bill, is a very bad provision, and I do want to bring
it to the attention of the committee.

This provision states that the Secretary of Agriculture shall have
authority, if lie decides that the sugar contained in any other product
is being imported under such circumstances as to threaten the control
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system of the Sugar Act, by administrative act, to subject the impor-
tation of such products to the sugar regulation; in other words, the
sugar contained in such products would be charged against the sugar
quotas, and a country, of course, with no sugar quota would not be
permitted to bring in any chocolates at all.

Senator DOUGLAS. Would this be true of Swiss chocolates?
Mr. BRoN-z. It would exclude Swiss chocolates.
Senator DOUGLAs. And Cadbury and Roundtree chocolate?
Mr. BRO,-Z. If the Scretary found such products were coming in

iu such quantities as to threaten the Sugar Act controls.
Now, we have a provision in the Agricultural Adjustment Act,

sctiin 22, which has been in the legislation for some 25 years, that
provides that if any product is being imported in such quantities as
to threaten an agricultural program, there is a regular procedure by
which the Scretary of Agruculture inay apply to the President, who
may, in turn, ask the Tariff Conmission to conduct hearings and
determine whether, in fact, the importation is threatening to interfere
with that agricultural program. That provision is applicable to sugar
as well as to any other agricultural product, such as corn or cotton
or tobacco.

Through the 25 years that section 22 and the Sugar Act have been
on the books, no application has ever been made to the Tariff Com-
mission suggesting that the importation of any product containing
sugar is threatening the sugar program.

Now it is suddenly proposed in section 6 of the House bill to take
the authority away from the Tariff Commission and to let the Secre-tary of Agriculture, who in all other cases under section 22 acts as the
prosecutor, to be the judge of whether manufactured products coming
in include enough sugar to affect adversely the administration of the
Sugar Act.

We are interested in this provision particularly for one very small
product. However, small quantities of exports bulge very large to
a country the size of Ireland.

Ireland produces product called chocolate crumb, which is a mix-
ture of milk solids, of chocolate, and of sugar. In weight, the sugar
is slightly more than 50 percent. In value, the chocolate is slightly
more than 50 percent. The milk is about one-third both ways.
The quantity is infinitesimal. This product is an intermediate prod-
uct to the making of chocolalte candies. The chocolate crumb is, in
turn, further treated and made into the chocolate coating.

About a year and a half ago, the Department of Agriculture pub-
lished a regulation which purported to so change the milk import
control regulations as to make chocolate crumb subject to the milk
regulations. We filed a brief setting forth a long argument- and
Agriculture withdrew its regulation. The Department confessed there
had been an error, it published a statement that the regulation was
withdrawn. So we proved to them that chocolate crumb was not milk.

Just about a year later, the Sugar Division of Agriculture published
another roposed regulation that would have restricted the importa-
tion of chocolate crumib because it is sugar. This time we had to go
back and file another brief to prove that the selfsame product was not
sugar. The year before we had proved it is not milk.

Agriculture has not taken any action on its latest publication, but
I suppose the Department of Agriculture feels that section 6 of the
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House bill would accomplish the same purpose as it had sought to
achieve by administrative regulation.

I submit, gentlemen, that there is ample authority under section 22
of the Agricultural Adjustment Act for the Tariff Commission to pass
upon questions of this sort, and that the Sugar Act should not be the
tail to wag the dog of all manufactured products that contain sugar,
which means practically all prepared foodstuffs, and I believe some in-
dustrial products as well. I think it would involve difficulties with
our international trade obligations and our trade policies.

Senator DOUGLAS. Senator McCarthy?
Senator MICCARTHY. I don't have any pressing questions.
Would you tell me with reference to the sugar you import and then

process ald ship out as manufactured products o? various kinds, what
are some of the products that are involved?

Mr. Baoxz. I believe it is principally chocolate candies. Confec-
tionery products, I think, is the largest category, but there may be
other "things like cakes and preserves.

Senator MCCArTHY. What is the reason, is it a competitive one?
Mr. Bitoxz. I suppose so.
Senator MCCARTHY. This is cheaper sugar?
Mr. BRo\z. Yes, sir.
Senator MICCARTHY. With whom do you compete? What other

countries are producing-
Mr. BRO.N-z. Sell products of that sort?
Senator MCCARTHY. Yes.
Mr. BRONZ. I am not an expert on this.
From general knowledge, the United Kingdom, Netherlands, and

Switzerland are important confectionery countries.
Senator MCCARTHY. Are they all for the most part buying their

sugar, the sugar they use for this purpose, in the world market or at
the cheapest possible prices as Ireland is?

Mr. BRONZ. Well, the United Kingdom, as you have heard from
testimony given earlier today, is paying higher than the low prices.

Senator MCCARHY. Then they wouldn't necessarily be paying it
for the sugar they used in this kind of an operation? '

Mr. BRONZ. I am not certain. It could very well be that those
countries have also made similar provisions to permit exporters to
buy low-priced sugar to incorporate into their exported manufacturedproducts.Senator . MCCARTHY. Of course, to the extent that this product, when

it, is shipped into the United States competes with American-made
chocolates it is competing with a product, the sugar content of which
has been purchased at American prices.

Mr. BRONZ. Yes, that is true. That is an inevitable result of the
drawback type of arrangement.

Senator MCCARTHY. So far as competition with foreign imports into
the United States, you have assumed in most cases they were prob-
ably using sugar that was purchased at the lowest possible prices?

Mr. BRONZ. Yes, Senator, and, of course, we have duties on the
manufactured products which may have taken into account to some
extent the sugar cost factor.

Senator MCCARTHY. In your testimony you make reference to how
in bidding for a share of the 1962 quota Ireland agreed on extra
purchases of agricultural products in quantities far above the average.
Who was receiving your bids?
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Mr. BRONZ. The Department of Agriculture.
Senator MCCARTHY. The Department of Agriculture?
Mr. BRONZ. Yes, Senator.
Senator MCCARTHY. In other words, you go in and say, "now, if

you give us a quota of sugar." I do not know just what authority
the Department of Agriculture has, to negotiate bids of this kind.

Mr. BRONZ. The current sugar legislation gives authority to the
Secretary of Agriculture, with the concurrence of the Secretary of
State, to allocate the Cuban quota on a discretionary basis. I believe
that last year the House Committee on Agriculture adopted a resolu-
tion recommending to the Department of Agriculture and the other
Government agencies, that they use the authority to allocate sugar
quotas to move U.S. surpluses, and I believe the present sugar legis-
lation also says that the administration shall take into account
purchases of U.S. agricultural products.

There was a formal announcement, in a public statement, that
foreign countries were invited to submit tenders to purchase additional
U.S. agricultural products in return for sugar quotas and formal bids
were made, specifying the quantity of sugar desired to be sold, and
the quantity of agricultural products desired to be purchased. There
were explanations back and forth about precisely what was meant
and how the purchases would tie in the agricultural products that are
exported under various export subsidy arrangements.

Incidentally, the purchase that Ireland is making of corn is entirely
at commercial market prices with no export assistance. Ireland
conducts all its trade with the United States on commercial terms.
Ireland is getting no assistance of any kind under any of the foreign
aid programs.

Senator MCCARTHY. What commodities were you offering to buy
in greater quantity in exchange for the sugar quota?

Mr. BRONZ. Corn.
Senator MCCARTHY. Principally corn?
Mr. BRONZ. Yei, sir; exclusively corn.
Senator MCCARTHY. I have no further questions.
Senator DOUGLAS. Thank you very much, Mr. Bronz.
(The statement referred to follows:)

STATEMENT OF THE IRISH EXPORT BOARD ON THE SUGAR BILL, H.R. 12154,
SUBMITTED BY GEORGE BRONZ, COUNSEL

The Irish Export Board, seeking to expand Irish trade with the United States,
urges that H.R. 12154 be amended to assign a permanent modest quota for Irish
sugar, and to permit continued imports of Irish products containing sugar.

A PERMANENT SUGAR QUOTA FOR IRELAND

The first Irish sugar in history is reaching the United States under a small 1962
quota. Ireland should be allotted a permanent modest quota, because:

1. Ireland, per capita, is one of America's best customers, especially for
agricultural products.

2. Ireland is one of the world's most efficient beet sugar producers. With-
out special subsidy, Ireland's prices are near the lowest, and its consumption
near the highest, in the world.

3. Acreage is restricted to home requirements and export opportunities
in the United Kingdom and (for the first time, in 1962) the United States.
Other markets are either closed or geared to low-priced residual tropical
sugar.

4. A permanent modest quota would provide safe nearby supplies, en-
courage efficient Irish agriculture, strengthen U.S. export markets, especially
for agricultural products, and strengthen bonds with a firm friend.
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Ireland, almost wholly dependent upon imported sugar before the war, has
so improved and expanded its beet culture and processing that it is now in the
position of a net exporter of sugar. It has been allotted a quota of 5,000 tons for
importation into the United States during the first half of this year, and hopes to
be given a permanent position among the suppliers of the United States.

Ireland is now one of the world's most efficient producers of beet sugar. The
Irish sugar growers and the Irish sugar industry supply the domestic market
profitably at a price far below the domestic price in almost every other sugar-
producing country in the world outside of tropical areas. Ireland is consuming
today about as much sugar, per capita, as does the United States.

Consumption and price of sugar: Ireland compared with leading Western European
producing countries and with United States

Consump- Retail price
tion per per pound

capita, 1959 Jan. 1, 196

Ireland ---------------------------------------------------------------------- 101.0 8.7
France ----------.-------------------------- ---------------------------- 74.3 11.5
Oermany (West) ----------------------------------------------------------- 67.5 13.5
Italy ------------------------------------------------------------------------ 45.0 17.6
United States -------------------------------------------------------------- 103.8 11.6

Source: U.S. Department of Agriculture, Statistical Bulletin 293, table 86; latest available data.

The growing of sugarbeets holds a high priority in Ireland's' agricultural
planning, not only because of the efficiency achieved, but also because beet culture
as practiced in Ireland is peculiarly adapted to the maintenance of. the small
family farm. Beet agriculture and beet processing have matured together, a
striking example of the type of economic development which offers the greatest
promise for raising Ireland's standards of living. The Irish Export Board is
grateful to Dr. Leech of the University of California, a leading expert on beet
seed treatment, and Mr. Austin Armer, of Davis, Calif., an expert on beet harvest-
ing machinery, whose technical assistance was made available some 10 years ago
under the Marshall plan, and whose advice proved to be of major importance in
the spectacular success of Irish beet sugar.

Now, Ireland is compelled to restrict beet acreage to keep production within
the demands of its domestic market, and of the few opportunities it has to export
to the markets which are both open to it and insulated from the very low current
prices of residual tropical sugars.

Ireland's beet production pays its own way, with generous margins. Selling
at unsubsidized and fully compensatory prices, the Irish sugar industry provides
the Irish consumer with sugar at a price among the lowest in the world, outside
tropical areas. Ireland has no desire to enter into the scramble to dump residual
sugar on the uncontrolled international market, and, therefore, seeks only outlets
which can absorb its production at the very modest prices at which it can sell
profitably. On this basis, Ireland has been shipping sugar for many years to
the United Kingdom market, where it has been possible to realize adequate
returns, and, in 1962, was permitted for the first time to ship 6,000 tons to the
United States. Ireland hopes that the new sugar legislation will afford it the
opportunity to become a steady supplier to this market.

Ireland is one of America's good customers. In recent years, Ireland has been
buying about $50 million of American goods, against $30 million in trade the other
way, a favorable balance for the United States of about $20 million. All of these
purchases are on commercial terms. Ireland has had no foreign aid of any kind
for over 10 years. Except for a very small program in the early days of the
Marshall plan (including the technical assistance noted above which proved so
fruitful for Irish beet culture), Ireland has had no assistance from the United
States, and has asked for none.

Over half of Ireland's purchases here have been of agricultural products, nota-
bly tobacco (over $13 million in 1960) and corn (almost $6 million). Ireland's
purchases of American agricultural products alone aggregate almost $10 per capita,
one of the highest figures in the world, and Ireland also purchases almost an equal
quantity of manufactured products from the United States.
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In bidding for a share of the 1962 quota, Ireland agreed on extra purchases of
agricultural products in a quantity far above the average. A release of the
Department of Agriculture shows that 154,000 short tons of sugar allotments were
made in return for undertakings by eight countries to buy surplus commodities
valued at $21 million, or an average of $136 per ton of sugar. Ireland's offer was
far above this average, and may well have been the best of all.

Like the United States [see Sugar Act sec. 211a), Ireland makes provision for
sugar imports outside its controls solely for use in manufacturing for export.
The occasional imports of sugar into Ireland reported have been in this category.
None of the imported sugar is consumed in Ireland, nor is it exported to the United
States. Even for this drawback-type arrangement, Cuban sugar is not eligible,
and imports for use in manufactures for export come only from countries to which
the United States extends more-favored-nation trade treatment.

The Irish system of sugar production is geared to processing and refining in
modern facilities fully able to handle Ireland's beet crop. Therefore, Ireland's
interest is in the privilege of shipping direct consumption sugar to the United
States. Ireland would be pleased with a quota equivalent to the smallest provided
for any country in H.R. 12154 (about 10,000 tons), or could undertake a mod-
erately higher commitment.

The effective allotment of a sugar quota to Ireland requires incidental amend-
ments of H.R. 12154 to insure that (a) sugar imported solely' for reexport in the
form of manufactures is not so counted as to obscure Ireland s position as a sugar-
surplus country and (b) that an alternative historical base for refined sugar imports
(January-June 1962) be added. Appropriate language is set forth in appendix A.

IRISH PRODUCTS CONTAINING SUGAR

Section 6 of H.R. 12154 would give the Secretary of Agriculture sweeping powers
to expand Sugar Act controls to cover all products containing sugar. Since sugar
is an ingredient of almost all processed food products, and many industrial prod-
ucts as well, section 6 carries the potential of subordinating a huge area of U.S.
international trade policy to sugar policy.

The immediate interest of the Irish Export Board is in the possible effect of
section 6 on the very small trade in an Irish specialty, chocolate crumb. This
product, made of chocolate, milk solids and sugar, is an intermediate product
used in the manufacture of chocolate-coated candies. Made with whole (rather
than skimmed) milk, it is a premium product selling at a premium price. It is a
major Irish export to the United Kingdom, Canada, and other countries. It was
introduced in the United States, in 1959, and its acceptance here has been slow, as
the following table shows:

Chocolate crumb: Iri8h exports to the United States

Long tons Thousands
of dollars

19,59--------------------------------------------------------41 20
1960 ......................................................................... 90 431961 ......................................................................... 152 66
1962 (2 months) .............................................................. 5 2

Source: Irish Trade Statistics.

Ireland's opportunity to sell this tiny volume of chocolate crumb wag twice
threatened within the past 2 years. In 1960, the Agriculture Department issued a
regulation which purported to expand the definition of dairy products subject to
import control to include chocolate crumb. We persuaded the Department that
the regulation was unauthorized by law, and it was rescinded. Less than a year
later, another part of the Department of Agriculture published a proposed regu-
lation which would have subjected chocolate crumb to import control as sugar.
Again, a detailed legal memorandum had to be submitted to show that the pro-
posed action was unauthorized by law. Thus, in less than a year, we had to prove
to the Department of Agriculture first, thqt chocolate crumb was not milk, and
then that it was not sugar.
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Section 22 of the Agricultural Adjustment Act provides that if imports of a
product made from an agricultural raw material seem to be impairing the effec-
tiveness of any agricultural program, the Secretary of Agriculture may institute
proceedings and the President may impose appropriate import restrictions, on
the basis of a Tariff Commission investigation. Although both section 22 and
sugar quota legislation have been in effect for over 25 years, no proceeding has
ever been instituted claiming that imports of any product containing sugar inter-
fered with the sugar program. The effect of section 6 would be to bypass this
established procedure (applicable to all other agricultural programs) when sugar
is involved, and make the Department of Agriculture (which serves as the prose-
cutor in see. 22 cases) the judge and jury when sugar is involved.

Chocolate crumb would not even have the benefit of the "grandfather clause"
provision of section 6 of H.R. 12154, which establishes a presumption in favor of
sugar-containing products imported in 3 of the 5 years prior to 1960. Chocolate
crumb was first shipped to the United States in 1959, although it was produced
in Ireland, and exported to other markets, long before.

Section 6 should be deleted from the bill. Two alternative amendments are
set forth in appendix A, hereto, which would ease the threat to chocolate crumb
imports, but it would be far better to delete section 6 entirely, because it is in-
defensible in principle.

APPENDIX A. PROPOSED AMENDMENTS TO H.R. 12154

1. Page 6, line 2: add "Ireland ------- 0.35". (Adjust other percentages to
bring total to 100 percent.)

2. Page 10, lines 3 and 23: insert after "United States": "(including sugar
contained in manufactured products)".

3. Page 13, line 13, through page 15, line 7, inclusive: delete
[Alternative A: Page 13, line 16, and page 14, line 2, after the word

"mixture", insert: "in chief value of skigar.'I
[Alternative B: Page 13, line 20: change "1960" to "1962".]

4. Page 16, line 16: change period to comma, and add: "or double the amount
of such sugar entered by such country during the first six months of 1962."1

[Page and line references are to Hlouse Ulinion Calendar print of H.R. 12154;
Senate print not yet available.)

Senator DOUGLAS. Now, this completes the list, of those who have
requested to testify. There may be others who would like to testify.
Without reflection upon any of the countries who have appeared here,
I would like to inqure whether there is anyone from New Caledonia
who would like to testify.

Is there anyone from the New Hebrides who would like to testify?
Is there anyone from the Canary Islands who would like to testify?
Anyone from the Azores?
Anyone from Tananarive?
Anyone from Tristan da Cunha?
Anyone from Christmas Island?
Anyone from Norfolk Island?
Anyone from Easter Island?
Senator MCCARTHY. Speak now or forever hold your peace.

[Laughter.]
Senator DOUGLAS. Not hearing any request from these areas, we

will declare the hearings closed.
Before adjourning, I place in the record some statistics and an

addendum for the information of the committee.
(Tie matter referred to follows:)



Sugar statistics I

Sugar Percentage of land in 10 Percentage of Mills Percentage of production in Percentage of
Country acreage largest holdings acreage in U.S. (number) 10 largest mills mill capacity in Field hand daily wages

ownership U.S. ownership

(1) (2) (3) (4) (5) (6) (7)

Peru -------------------- 165,500 (a) Largest, 29 percent; (b) 23 percent ------- 14 (a) Largest, 26 percent; (b) 26 percent -- 1959, $1.20 to $1.80; 1960, $1.35
1st 10, 98 percent. 1st 10, 98 percent. to $2; 1961, $1.50 to $2.25.

Haiti -------------------- 80,000 (a) Largest, 6 percent; (b) 6 percent -------- 3 (a) Largest, 84 percent; (b) 84 percent ----- 1961, 81 cents.
1st 10, 6 percent. I 1st 10, 92 percent.

Costa Rica --------------- 81,526 (a) Largest, not available; Very small ------ 33 (a) Largest, 9.7 percent; (b) None ---------- 1959, $1.13; 1960, $1.13; 1961,
() 1st 10, not available. lst 10, 61.7 percent. $1.13.

Dominican Republic .. 466.000 (a) Largest, 55 percent; (b) 2 percent ------- 16 (a) Largest, 60 percent; () 32 percent ----- 199, $1; 1960, $1; 1961, $2.
1st 10. 1st 10, 100 percent.

Republic of China -------- 225,000 (a) Largest, 30 percent; (6) None ------------ 27 (a) Largest, 100 percent; None ---------- 1959, 78 cents; 1960, 98 cents
1st 10. (b) 1st 10. 1961, 98 cents.

Me*ico ------------------ 790,000 See addendum --------------..... . do --------- 71 (a) Largest, 10.6 percent; ---- do --------- 1959, 96 cents to $1.60; 1960
(b) 1st 10, 50.2 percent. 96 cents to $1.60; 1961, 96

cents to $1.60.
Nicaragua --------------- 56,000 (a) Largest, 24 percent; (5) 6 percent -------- 7 (a) Largest, 61 percent; (b) 6 percent -------- 1959, $1.42; 1960, $1.70; 1961,

1st 10, 49 percent. 1st 10, 85 percent. $2.13.
Panama .---------------- 43,000 (a) Largest, 7 percent; (6) None ------------ 3 (a) Largest, 52 percent; (6) None ---------- 1959, $1 to $1.25; 1961, $1.60 to

1st 10 percent. 1st 10, 100 percent. $1.70.
Philippines ------------- 616, 01O ----------------------------- Very small ------ 26 (a) Largest, 11.67 percent; See addendum._ 1959, 95 cents; 190, 84 cents;

(6) 1st 10, 68.14 percent. 1961, 91 cents.
Brazil ------------------- 3,250, 000 (a) Largest, 1.2 percent; None ------------ 302 Largest, 2.2 percent; 1st 10 - . ..--------------- 1959, $1.05; 1960, $1.67; 1962,

(b) 1st 10, 6.5 percent. 16 percent. $1.51.
Argentina --------------- 3 7, 500 ---------------------------- Small if any----- 36 Largest, 16 percent; 1st 10, Small if any- 1959, $1.47; 1960, $1.46; 1961,

75 percent. $1.97.
Ecuador ----------------- 48,370 (a) Largest, 45.8 percent; ------------------ 4 Largest, 53.5 percent -------.------------------ 1959, $1.45; 1960, $1.45; 1961,

(6) 1st 3, 100 percent. $1.21.
Guatemala --------------- 75,000 (a) Largest, 3.3 percent; Very small. 10 Not available ------------- Very small --.. 1059, 80 cents; 1960, 80 cents;

(b) 1st 10, 19.8 percent. 1961, 80 cents.
British West Indies:

Barbados ------------- 60,000 (a) Largest, 3.5 percent; ------------------- 16 Largest, 8.5 percent; 1st 10, --------------- 1959, $2.25; 1960, $2.46; 1961,
(6) 1st 3, 9.4 percent. 67 percent. $2.70.

Trinidad ------------- 95,000 (a) Largest, 33.7 percent; ------------------ 6 Largest, 42 percent --------.------------------ 1959, $1.72; 1960, $2; 1901,
(6) 1st 3, 55.9 percent; $2.17.
(c) peasants, 44.3 percent.

Jamaica -------------- 202,000 (a) Largest, 13.4 percent; 4.4 -------------- -18 Largest, 19.2 percent; 1st 4.4 ------------ Not available.
(b) 1st 10, 47 percent. 10, 78 percent.

Source: U.S. State Department, at request of Senator Douglas.
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ADDENDUM

PERU

2. Ten largest holdings in percent: 29, 12, 11, 11, 10, 7, 7, 5, 5, .
3. U.S. acreage: 18 percent:' W. R. Grace, two haciendas; 5 percent: Nepena

SA, one hacienda (now 54 percent United States, being reorganized to 77 percent
United States, principally Transoceanic-AOFC, J. Henry Schroder Banking
Corp., and Wood Struthers group.

5. Ten largest mills in percent: 26, 14, 11, 11, 11, 7, 7, 5, 5, 1.
6. U.S. mills: 21 percent: I W. R. Grace, two mills (processes for others;

Grace share 16.5 percent of total); 5 percent: Nepena SA, one mill.
7. American company reports average daily wage at $3 including overtime

and fringe benefits.
HAITI

2. and 3. American firm, Hasco, owns 5,000 acres and leases an additional
5,000 acres. Remainder held by small growers.

5. Largest mills: 84 percent, Hasco; 14 percent, Dessalines; 2 percent, Larve.
6. Hasco entirely U.S. owned; Dessalines owned by Haitian Government;

Larve reportedly not Haitian-owned.
7. Hasco pays canecutters US$0.50 per ton; average hourly earnings US$0.09.

COSTA RICA

2. Data not available. Agricultural census of 1955 (latest) reported that of
13,384 farms showing cane production, 21 had 170 acres or more of cane.

3. No U.S. citizen ownership of large acreage.
5. Ten largest mills in percent: 9.7, 8.7, 8.4, 7.3, 5.4, 4.7, 4.5, 4.5, 4.5, 4.
7. Legal minimum wage is 7.50 colones per 8-hour day.

DOMINICAN REPUBLIC

2. and 3. Largest acreage: 55 percent, Azucarera Haina (Government owned);
20 percent, La Romana (U.S.-South Puerto Rico Sugar Co.); 5 percent, Vicini;
20 percent, independent growers.

5. Largest mills: 60 percent, Azucarera Haina (12 mills); 32 percent, La
Romana (1 mill); 8 percent, Vicini (3 mills).

6. La Romana owned entirely by South Puerto Rico Sugar Co.

REPUBLIC OF CHINA

2. Government-owned Taiwan Sugar Corp. is sole sugar producer with 30 per-
cent of acreage; balance is owned by private farmers under contract to TSC.

5. All TSC; 29 private mills produce 21,000 tons noncentrifugal brown sugar
notincluded in international sugar conference considerations.

7.jNT$31 per day and NT$39 per day for 1959, 1960, and 1961, respectively

PHILIPPINES
1. Centrifugal sugar --------------------------------------------- 542, 706

Noncentrifugal sugar ----------------------------------------- 73,310

Total --------------------------------------------------- 616,016

Percent of Percent
total United

States

I-J

8[and 6. Factory:
Victorias ------------------------------------------------------ 11.67 40.33
Binalbogan Isabela -------------------------------------------- 11.56 -------------
La CarIota . . . . ..--------------------------------------------- 7.22 ...........
Hawaiian-Philippine ------------------------------------------ & 28 97.00
Bacolod-Murcia ----------------------------------------------- & 87 ...........
Pasudeo ------------------------------------------------------ & 63 ...........
Talisay-Silay ------------------------------------------- &s........
Macao -------------------------------------------------------- 4.95 6.00
Tarlac -------------------------------------------------------- 4.81 10.00
Del Carmen -------------------------------------------------- 4. 79 --------------

Total ------------------------------------------------------- 6814 .............

'See testimony of W. R. Grace Co. representatives for their comment on these figures.
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7. Daily minimum is 2.5 pesos (I peso equals 36 cents) actual payments range
from 1.8 pesos to 2.8 pesos, with a few piece rate cutters earning 5 Pesos.

Pesos
1959 -------------------------------------------------------- 1.80-1.90
1960 ------------------------------------------------ 2. 00-2. 10

Export exchange rate used in conversion.

PANAMA

2. The two largest mills own 7 and 3 percent, respectively; acreage owned by
remaining eight largest producers is unavailable.

4. Two mills producing; one mill shut down.
5. Two producing mills refine 52 and 48 percent, respectively, of total sugar

production.
NICARAGUA

1. 1961-62 acreage increased 17,375 acres over 1960-61.
2. Landownership: Percent

United
Percent Rotes

Nicaraguan Sugar Estates ---------------------------- 24 25
Somoza family ------------------------------------- 14 ----
El Polvon group - ------------------------------------- 5 ----
Lacayo Montealegre ----------------------------------- 3
Ingenio Amalia -------------------------------------- 2 ---
Domingo Rivas ------------------------------------- -- 1
Remainder held by small growers.

5. Centrifugal sugar mill production:

Nicaraguan Sugar Estates ----------------------------------------- 61
Somoza mills (3) ------------------------------------------------- 27
Lacayo Montealegre --------------------------------------------- 8
Amalia ---------------------------------------------------------- 3
Monte Libano ---- --------------------------------------------

7. Export exchange rate used (1 c6rdoba equals 1.24 cents US):

meals
1959 ------------------------------------------------------------ 10
1960 ------------------------------------------------------------ 12
1961 ------------------------------------------------------------ 15

MEXICO

2. According to the Agrarian Reform Code and article 27 of the Mexican Con-
stitution, the largest private holdings in excess of 300 hectares (741 acres) is sub-
ject to expropriation if claimed legally; virtually all of the large sugarcane holdings
have been expropriated.

A 1961 study showed that 66 percent of the total production came from farms
with less than 7 acres planted; the average holding for canegrowers is less than
10 acres.

5. Mill State Production Percent

t (tons) Total

San Cristobal ................................................ Veracruz- ... 146,252 10.6
E. Zapata ..................................................... Morelos-..-- 76,085 5.5
El Mante .............------------------------------ Tamaulipas. 70,814 5.1
Xlcotencatl ....................................... ......... Tamaulipas. 66,641 4.8
El Potrero ...... --------------------------.................. Veracruz... 62,541 4.5
Los Mochs- .S................................................ Sinaloa ------ 62,484 4.5
Rosales --------------------------............................. Sinaloa ...... 56.047 4.0
Independence .......---------------.----------------------- Veracruz.. 55, 909 4.0
Ateneingo -----------------------............................. Puebla ...... 55.245 4.0
Tamazula ..................................................... Jalisco ------ 44,619 3. 2

Total for mills .......................................... ............. 696,637 0. 2

Total for country -------------------------------------------------- 1,387,794 100.0
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BRAZIL

Item 2. Ten largest holdings in percent: 1.2, 0.8, 0.7, 0.7, 0.7, 0.6, 0.6, 0.4,
0.4, 0.4.

Item 5. Ten largest mills in percent: 2.2, 1.8, 1.8, 1.7, 1.6, 1.6, 1.5, 1.3, 1.3, 1.2.

ARGENTINA

Sugar production (1958) PrcerT
production

2. Ledesma ------------------------------------------------------ 5. 6
San Martin ---------------------------------------------- 5. 1
La Esperanza -------------------------------------------------- 3. 9
Bella Vista ---------------------------------------------------- 2.6
Concepci6n ---------------------------------------------------- 2. 1
Ri6 Grande --------------------------------------------------- 1.8
Las Palmas --------------------------------------------------- 1.5
Mercedes ----------------------------------------------------- 1.5
San Pablo ----------------------------------------------------- 1. 4
Los Rales ----------------------------------------------------- 1.3

Total --------------------------------------------------- 26. 8

5. Concepci6n ---------------------------------------------------. 6
Ledesma ------------------------------------------------------ 7. 1
La Esperanza -------------------------------------------------- 5. 2
San Martin --------------------------------------------------- 5. 1
Belle Vista ----------------------------------------------- 4. 4
La Trinidad --------------------------------------------------- 3. 7
La Florida ---------------------------------------------------- & 3
San Pablo -------------------.------------------------------- 3. 3
San Ana ----------------------------------------------------- 3. 3
Los Ralos ----------------------------------------------------- 2.9

Total --------------------------------------------------- 46. 9

ECUADOR

1. Total area in sugarcane is 111,195 acres, of which only 48,370 acres are
devoted to sugar production. Remainder planted in panels and aguardiente for
domestic consumption.

2. Commercial sugarcane producers: Percent

San Carlos ------------------------------------------------------- 45. 81
Azucarera Valdez, S.A ---------------- ; -------------------------- 51.07
La Familiar ----------------------------------------------------- 3. 12

4. The three sugar enterprises operate their own mills.
5. Mill production: Percent

San Carlos ------------------------------------------------------- 53. 51
Valdez ---------------------------------------------------------- 43.45
La Familiar ----------------------------------------------------- 3. 04

GUATEMALA
Percent

2. Pantaleon ----------------------------------------------------- 3. 27
El Baul ------------------------------------------------------- 2. 54
Los Tarros --------------------------------------------------- 2. 30
San Victor --------------------------------------------------- 2. 30
Los Cerritos -------------------------------------------------- 2. 07
El Salto ------------------------------------------------------ 1.92
Concepcion ---------------------------------------------------- 1.73
Torolita ------------------------------------------------------ 1.38
Tulula -------------------------------------------------------- 1.27
Velasquez ----------------------------------------------------- .98

Total --------------------------------------------------- 19. 8
6. Only known citizenship is in El Salto in which Dorion family owns more

than 50 percent and John Armstrong a small holding.
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BARBADOS

2. Two largest each hold 3.5 percent and third holds 2.4 percent of acreage.
5. Largest mills, in percent: 8.45, 7.17, 6.81, 6.67, 6.55, 6.48, 6.41, 6.34, 6.32,

5.82.
TRINIDAD

Percent

2. Caroni, Ltd --------------------------------------------------- 33.7
Ste. Madeline Sugar Co ----------------------------------------- 17. 2
Trinidad Sugar ------------------------------------------------ 4.0
Forres Park, Ltd -----------------------------------------------. 8
Peasants Farmers ---------------------------------------------- 44. 3

5. Brechin Castle ------------------------------------------------- 42. 18
Ste. Madeline ------------------------------------------------- 30. 14
Woodford Lodge ----------------------------------------------- 11.85
Orange Grove ------------------------------------------------- 6. 52
Reform ------------------------------------------------------ 5. 26
Forces Park -------------------------------------------------- 4. 05

KINGSTON
2. Proportion of Cane Corp.: Percent

West Indies Sugar Co., 2 largest ------------------------------------ 22. 5
U.S. Mill/Estate, Bernard Lodge ----------------------------------- 4. 4
Other 7 average between 2 and 3.2 percent.

5. WISCO's two largest, 34.1 percent; three produced, 6.7 percent; four pro-
duced, 5.0 percent; one produced, 3.8 percent.

(Whereupon, at 2:35 p.m., the hearings were concluded.)


