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THE INTERNATIONAL SUGAR STABILIZATION ACT
OF 1979

WEDNESDAY, MARCH 21, 1979

U.S. SENATE,
SUBCOMMrrrEE ON TOURISM AND SUGAR,

COMMITTEE ON FINANCE,
Wa8hington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m., in room 2221,
Dirksen Senate Office Building, Hon. Spark Matsunaga, chairman of
the subcommittee, presiding.

Present: Senators Matsunaga, Wallop, and Dole.
[The press release announcing this hearing and the bill S. 463

follow:]

FINANCE SUBCOMMITTEE ON TOURISM AND SUGAR TO HOLD HEARINGS ON THE
INTERNATIONAL SUGAR STABILIZATION ACT or 1979 (S. 483)

The Honorable Spark M. Matsunaga (D., Hawaii), Chairman of the Subcom-
mittee on Tourism and Sugar of the Committee on Finance, today announced the
Subcommittee will hold a hearing on the International Sugar Stabilization Act
of 1979 (S. 463). The bill is intended to implement the International Sugar Agree-
ment for the United States and to insure stable domestic sugar prices for the
benefit of consumers, producers and processors of sugar. The International Sugar
Agreement has been referred to the Senate Committee on Foreign Relations.

Senator Matsunaga noted that "unemployment is still a critical issue facing
the nation and because the domestic sugar industry is labor intensive, employing
directly and Indirectly in excess of 100,000 workers, the enactment of a Sugar Act
pursuant to the International Sugar Agreement is an urgent and imperative
matter." He further pointed out that the sugar provisions of the de la Garza
amendment to the Food and Agriculture Act of 1977 (Public Law 95-113) will
expire on September 30 of this year and the producers, refiners, industrial users
and consumers will be without any guidelines for the future.

"I am hopeful that we will succeed in enacting legislation which will be bene-
ficial to the consumer, to the industry and to labor by providing long needed
stability to the industry and reasonableness in the price of sugar. Failure in our
effort will spell disaster to many of our states' economies, including that of
Hawaii."

The hearing will begin at 10:00 A.M., Wednesday, March 21, and Monday,
March 26, 1979, in Room 2221 Dirksen Senate Office Building.

REQUESTS TO TESTIFY

Chairman Matsunaga stated that witnesses desiring to testify during these
hearings must make their requests to testify to Michael Stern, Staff Director,
Committee on Finance, Room 2227, Dirksen Senate Office Building, Washington,
D.C. 20510, not later than the close of business on Tuesday, March 13, 1979.

Chairman Matsunaga requested that testimony concentrate on changes in the
Industry and their effects which have occurred since the Subcommittee's hearings
last year, as well as any changes in the position of parties on the Issues discussed
at the last hearings.

Witnesses will be notified as soon as possible after this date as to when they are
scheduled to appear. If for some reason the witness is unable to appear at the.
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time scheduled, he may file a written statement for the record In lieu of the
personal appearance.

CONSOLIDATED TEST MONY

Chairman Matsunaga also stated that the Subcommittee strongly urges all
witnesses who have a common position or the same general interest to consoli-
date their testimony and designate a single spokesman to present their common
viewpoint orally to the Subcommittee. This procedure will enable the Subcom-
mittee to receive a wider expression of views than it might otherwIse obtain.
Chairman Matsunaga further urged very strongly that all witnesses exert a
maximum effort to coordinate their statements.

LEOISLATIVB REORGANIZATION ACT

Chairman Matsunaga stated that the Legislative Reorganization Act of 1946
requires all witnesses appearing before the Committees of Congress to "file in
advance written statements of their proposed testimony and to limit their oral
presentations to brief summaries of their argument." Senator Matsunaga stated
that, in light of this statute, the number of witnesses who desire to appear before
the Subcommittee, and the limited time available for the hearings, all witnesses
who are scheduled to testify must comply with the following rules:

1. All witnesses must include with their written statements a summary of the
principal points included in the statement.

2. The written statements must be typed on letter-size paper (not legal size)
and at least 100 copies must be delivered to Room 2227 Dirksen Senate Office
Building not later than 5:00 P.M. on the day before the witness is scheduled to
appear.

3. Witnesses are not to read their written statements to the Subcommittee, but
are to confine their oral presentations to a summary of the points included in the
statement.

4. No more than 10 minutes will be allowed for any oral summary.
.Witnesses who fail to comply with these rules will forfeit their privilege to

testify.
WRITTEN STATEMENTS

Persons not scheduled to make an oral presentation, and others who desire to
present their views to the Subcommittee, are urged to prepare a written state-
ment for submission and inclusion in the printed record of the hearings. These
written statements should be submitted to Michael Stern, Staff Director, Senate
Committee on Finance, Room 2227 Dirksen Senate Office Building, Washington,
D.C. 20510, not later than Monday, April 9, 1979.
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96TH CONORES8
IST SESSION S*46s

To implement the International Sugar Agreement between the United States and
foreign countries; to protect the welfare of consumers of sugar and of those
engaged in the domestic sugar-producing industry; to promote the export
trade of the United States; and for other purposes.

IN THE SENATE OF THE UNITED STATES

FBmuy y 22, 1979
Mr. CsHucn (for himself, Mr. LONO, Mr. BENTSEN, Mr. WALLOP, Mr. YOUNO,

Mr. JOHNSTON, Mr. STONE, Mr. MATSUNAGA, Mr. INouyz, Mr. McGov-
zRN, Mr. ExoN, Mr. BAUCUS, Mr. BUBDICK, Mr. MuLcHuB, and Mr.
BOSCHWITZ) introduced the following bill; which wu read twice and referred
to the Committee on Finance

A BILL
To implement the International Sugar Agreement between the

United States and foreign countries; to protect the welfare
of consumers of sugar and of those engaged in the domestic
sugar-producing industry; to promote the export trade of the
United States; and for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 ties of the United States of America in Congress aesembled,

3 That this Act may be cited as the "International Sugar Sta-

4 bilization Act of 1979".

l-E
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2
1 SEC. 2. DEFINITIONS.

2 For purposes of this Act-

3 (1) The term "person" has the same meaning as

4 is given to such term in section 1 of title I of the

5 United States Code.

6 (2) The term "Secretary" means the Secretary of

7 Agriculture except as otherwise provided herein.

8 (3) The term "TSUS" means the Tariff Schedules

9 of the United States (19 U.S.C. 1202).

10 (4) The term "United States", when used in a ge-

11 ographical context, means the several States, the Dis-

12 trict of Columbia, and the Commonwealth of Puerto

13 Rico.

14 TITLE I-INTERNATIONAL SUGAR AGREEMENT

15 SEC. 101. DEFINITIONS.

16 For purposes of this title-

17 (1) The term "Agreement" means the Interna-

18 tonal Sugar Agreement, 1977, signed at New York

19 City on December 9, 1977.

20 (2) The term "entry" means the entry or with.

21 drawal from warehouse, for any purpose, in the cus-

22 toms territory of the United States.

23 (3) The term "sugar" has the same meaning as is

24 given to such term in paragraph (12) of Article 2 of

25 the Agreement.
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1 SEC. 102. IMPLEMENTATION OF AGREEMENT.

2 On and after the entering into force of the Agreement

3 with respect to the United States, and for such period before

4 January 1, 1983, as the Agreement remains in force, the

5 President may, in order to carry out and enforce the provi-

6 sons of the Agreement-

7 (1) regulate the entry of sugar by appropriate

8 means, including but not limited to-

9 (A) the imposition of limitations on the entry

10 of sugar which is the product of foreign countries,

11 territories, or areas not members of the Interna-

12 tional Sugar Organization, and

13 (B) the prohibition of the entry of any ship-

14 ment or quantity of sugar not accompanied by a

15 valid certificate of contribution or such other doc-

16 umentation as may be required under the Agree-

17 ment;

18 (2) require of appropriate persons. the keeping of

19 such records, statistics, and other information, and the

20 submission bf such reports, relating to the entry, distri-

21 bution, prices, and consumption of sugar and alterna-

22 tive sweeteners as he may from time to time prescribe;

23 and

24 (3) take such other action, and issue and enforce

25 such rules or regulations, as he may consider necessary
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1 or appropriate in order to implement the rights and ob-

2 ligations of the United States under the Agreement.

8 SEC. 103. DELEGATION OF POWERS AND DUTIES.

4 The President may exercise any power or duty con-

5 ferred on him by this title through such agencies or officers of

6 the United States as he shall designate.

7 SEC 104. CRIMINAL OFFENSES.

8 Any person who-

9 (1) fails to keep any records, statistics, or other

10 information, or to submit any report, required under

11 section 102;

12 (2) submits any report under section 102 knowing

13 that the report or any part thereof is false; or

14 (3) knowingly violates any rule or regulation

15 issued to carry out this title;

16 is guilty of an offense and upon conviction thereof is punish-

17 able by a fine of not more than $1,000.

18 aEC. 105. REPORT TO CONGRESS.

19 The President shall submit to Congress, on or before

20 April 1 of ea0 year, beginning in 1980, a report on the

21 operation and effect of the Agreement during the immediately

22 preceding year. The report shall contain, but not be limited

28 to-
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1 (1) information with respect to world and domestic

2 sugar demand, supplies, and prices during the year

8 concerned;

4 (2) projections with respect to world and domestic

5 sugar demand, supplies, and prices; and

6 (3) a summary of the international and domestic

7 actions taken during the year concerned under the

8 Agreement and under domestic legislation to protect

9 the interests of United States consumers and producers

10 of sugar.

11 TITLE I1-DOMESTIC SUGAR PROGRAM

12 PROVISIONS

13 SEC. 201. DEFINITIONS.

14 (a) For purposes of this title-

15 (1) The phrase "average daily price for raw sugar

16 imports" means the average for the applicable period

17 of the daily domestic spot quotation or price reported

18 by the New York Coffee and Sugar Exchange, C.I.F.

19 duty paid basis, adjusted to exclude any special import

20 duty imposed under this Act, at a United States port of

21 entry north of Cape Hatteras: Provided, That if no

22 such daily domestic spot quotation or price is reported

23 for any market day or days in the applicable period,

24 the Secretary shall determine for each such market day

25 for use in calculating such average a daily market
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1 price for raw sugar which shall be the daily price

2 (world) quoted by the International Sugar Organization

8 for such market day (or if no such quotation is issued,

4 an equivalent price determined by the Secretary), in

5 United States cents per pound, free on board and

6 stowed Caribbean basis, in bulk, adjusted to a C.I.F.

7 duty paid basis by adding estimated costs of delivery

8 from Caribbean ports to United States ports north of

9 Cape Hatteras, including freight, insurance, cost of dis-

10 charge, financing, weighing, and sampling and import

11 duties, excluding any special import duty imposed

12 under this Act.

18 (2) The term "entered" means entered, or with-

14 drawn from warehouse, for consumption, or exportation

15 pursuant to section 210 from, the customs territory of

16 the United States; and the term "entry" means the

17 entry, or withdrawal from warehouse, for such con-

18 sumption or exportation.

19 (3) The term "price objective" means the price

20 set forth in or determined pursuant to section 202(a).

21 (4) The term "quantitative restriction" means the

22 total quantity of any sugar or sugar-containing product

23 produced in all foreign countries, territories, or areas

24 that may be entered, without regard to source, in any

25 sugar supply year or semiannual period thereof.
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1 (5) The term "raw value" has the same meaning

2 as is given to such term in headnote I to subpart A of

3 part 10 of schedule 1 of the TSUS.

4 (6) The term "sugar" means any sugar, sirup,

5 and molasses provided for in items 155.20, and 155.30

6 of the TSUS.

7 (7) The term "raw sugar" means any sugar which

8 is to be further refined or improved in quality.

9 (8) The term "sugar supply year" means the 12-

10 month period beginning on October 1 of each calendar

11 year with each such year being designated by the year

12 in which the beginning date occurs.

13 (9) The term "supply year quarter" means any of

14 the 3-month period beginning on October 1, January

15 1, April 1, or July 1 of any sugar supply year.

16 (b) For purposes of section 207-

17 (1) The term "sugars" means any grade or type

18 of saccharine product derived from an agricultural com-

19 modity, which contains sucrose, dextrose, or levulose.

20 (2) The term "direct-consumption sugar" means

21 any sugars which are not to be further refined or im-

22 proved in quality.

23 (3) The term "to be further refined or improved in

24 quality" means to be subjected substantially to the

25 process of (1) affination or defecation, (2) clarification,
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1 and (3) further purification by absoi-ption or crystalliza-

2 tion. The Secretary is authorized to determine whether

3 specific processes to which sugars are subjected are

4 sufficient to meet the requirements of this paragraph

5 and whether sugars of a specific quality are direct-con-

6 sumption sugar within the meaning of paragraph (2) of

7 this subsection.

8 SEC. 202. PRICE OBJECTIVES AND AVERAGE DAILY PRICES.

9 (a) NIcE OwrorevBs.-(1) The price objectives for

10 sugar supply years beginning after September 30, 1978, are

11 as follows:

12 (A) The price objective for the 1978 sugar supply

13 year is 17 cents per pound, raw value.

14 (B) The price objective for the 1979, 1980, and

15 1981 sugar supply years shall be the price objective

16 for the sugar supply year immediately preceding each

17 such year, adjusted by the Secretary to reflect the per-

18 centage change between the average cost of production

19 of sugar from sugar beets and sugarcane for-

20 (i) the two sugar supply years immediately

21 preceding the sugar supply year for which the ad-

22 justment is made, and

23 (ii) the two sugar supply years immediately

24 preceding the sugar supply year which immediate-
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1 ly precedes the sugar supply year for which the

2 adjustment is made.

3 (2) For purposes of this subsection, the average cost of

4 production for each sugar supply year shall be determined by

5 the Secretary on the basis of the results of the studies made

6 pursuant to section 305 of this Act.

7 (3) The Secretary shall determine the price objective

8 under this subsection for the 1979 sugar supply year and for

9 each sugar supply year thereafter not later than June 30 of

10 the year in which such sugar supply year begins.

11 (b) DAI.Y PICE.-The Secretary shall (i) ascertain or

12 determine for each market day the quotation or price to be

13 used to calculate the average daily price for raw sugar im-

14 ports, (ii) make the adjustments therein required by section

15 201(a)(1), and (ii) publish such quotations or prices, as so

16 adjusted, in the Federal Register on such periodic basis as he

17 deems appropriate.

18 SEC. 203. SECRETARIAL RECOMMENDATIONS REGARDING

19 SPECIAL IMPORT DUTIES.

20 (a) SPECIAL IMPORT DurIEs.-(1) Not later than 30

21 days before the beginning of each sugar supply year which

22 commences after September 30, 1979, the Secretary shall-

23 (A) on the basis of best available information, esti-

24 mate whether the average daily price for United States
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1 raw sugar imports during such sugar supply year will

2 be below the price objective; and

3 (B) If the estimation under subparagraph (A) is in

4 the affirmative, recommend to the President that he

5 impose such special import duties on the entry of such

6 sugar and, if appropriate, such sugar-containing prod-

7 ucts as the Secretary determines to be necessary to

8 assure that the average daily price for United States

9 raw sugar imports will result in the price objective for

10 such sugar supply year being achieved.

11 (2) With respect to the 1978 sugar supply year, the

12 Secretary shall make the estimation described in paragraph

13 (1)(A) and, if applicable, the recommendations described in

14 paragraph (1)(B) not later than 80 days after the date of the

15 enactment of this Act.

16 (b) 'EtBvEIw AND ADJUSTMENTS OF DuTIM.-The

17 Secretary shall review, on a supply year quarter basis, the

18 effect of all special import duties imposed as a result of rec-

19 ommendations made by him under subsection (a). On the

20 basis of such review, the Secretary shall determine and rec-

21 omend the amount by which the special import duty shall

22 be adjusted so that the special import duty shall equal the

23 amount by which the average daily price for raw sugar im-

24 ports for the first 20 consecutive market days preceding the

25 20th day of the month preceding the calendar quarter during
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1 which such recommendation shall be applicable is less than

2 the price objective: Provided, That whenever the Secretary

3 determines that the average daily price for raw sugar imports

4 for ten consecutive market days within any calendar quarter

5 (1) exceeds the price objective by more than .5 cent, or (2) is

6 less than the price objective by more than .5 cent, the Secre-

7 tary shall recommend to the President that the duty be de-

8 crbased or increased, as the case may be, by the amount of

9 such excess or deficit. The Secretary shall promptly certify to

10 the Secretary of the Treasury determinations made under

11 this subsection.

12 SEC. 204. SECRETARIAL RECOMMENDATIONS REGARDING

13 QUANTITATIVE RESTRICTIONS.

14 (a) QUANTITATIVE RESTRICTIONS.-Whenever the

15 Secretary has reason to believe that the special import duties

16 imposed on the entry of any sugar or sugar-containing prod-

17 uct on the basis of any recommendation made by him under

18 section 203 are not resulting in the price objective for the

19 .'sugar supply year being achieved, the Secretary shall recom-

20 mend to the President that he impose, in addition to such

21 special import duties, such quantitative restnctions on a

22 semiannual supply year basis, on the articles coneerned as

23 the Secretary determines to be necessary to achieve such

11--24_-price objective.
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1 (b) REvIw AND ADJUSTMENTS OF QUANTITATIVE

2 REBTBICTION.-The Secretary shall review, on a semian-

3 nual supply year basis, the effect of all quantitative restric-

4 tions imposed as a result of recommendations made by him

5 under subsection (a). On the basis of such review, the Secre-

6 tary shall recommend to the President such adjustments with

7 respect to the amount of any such quantitative restriction, or

8 with respect to sugar or sugar-containing products to which

9 any such quantitative restrictions should be extended or re-

10 moved, as the Secretary determines to be necessary to

11 achieve the price objective for the sugar supply year con-

12 corned.

13 SEC. 205. SUBMISSION AND PUBLICATION OF REPORTS AND

14 RECOMMENDATIONS TO PRESIDENT.

15 (a) TIMING OF REPOBTS.-The Secretary shall submit

16 a report to the President containing the results of each

17 review conducted under sections 203(b) and 204(b), together

18 with such recommendations the Secretary deems appropriate,

19 not later than the 60th day after the beginning of the supply

20 year quarter or semiannual period for which the review is

21 made.

22 (b) PUBLICATION OF REPORTS AND RECOMMENDA-

23 TION.-Each report and recommendation made by the Sec-

24 retary to the President under sections 203 and 204 shall be

25 promptly published by the Secretary in the Federal Register.
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1 SEC. 206. IMPOSITION BY PRESIDENT OF SPECIAL IMPORT

2 DUTIES AND QUANTITATIVE RESTRICTIONS.

3 (a) IN GEIzRAL.-Upon receiving any recommendation

4 of the Secretary under section 203 or section 204, the Presi-

5 dent shall promptly proclaim, under the authority of the

6 headnotes to subpart A of part 10 of schedule 1 of the TSUS

7 and subject to subsection (b), such special import duties or

8 quantitative restrictions, as the case may be, with respect to

9 such sugar and sugar-containing products as the President

10 deems necessary to achieve the price objective for the sugar

11 supply year concerned.

12 (b) GLOBAL RESTBICTION.-A quantitative restriction

13 imposed under subsection (a) shall be administered as a

14 global quantitative restriction imposed in terms of raw value.

15 (c) SPECIAL PROVISIONS RELATING TO PROCLAMA-

16 TIONS.-(1) Any proclamation issued by the President on the

17 basis of any recommendation made by the Secretary under

18 section 203(a) regarding sugar with respect to the 1978

19 sugar supply year shall apply with respect to articles entered

20 on or after the date of such proclamation.

21 (2)(A) Any special import duty imposed by the President

22 on the basis of any recommendation made by the Secretary

23 under section 203(a) with respect to any sugar supply year

24 after September 30, 1979, shall be proclaimed by the Presi-

25 dent not less than 5 days before the beginning of the sugar

26 supply year in which such special import duties apply;
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1 (B) Any quarterly adjustment made by the President to

2 any special import duty on the basis of any determination

3 made by the Secretary under section 203(b) shall be pro-

4 claimed by the President not less than 5 market days before

5 the beginning of the supply year quarter in which such ad-

6 justment first takes effect;

7 (C) Any adjustment made by the President within a

8 supply year quarter to any special import duty on the basis of

9 any determination made by the Secretary under the proviso

10 to section 203(b) shall be proclaimed by the President not

11 later than 3 market days after the recommendation by the

12 Secretary to the President thereunder; and

13 (D) Any quantitative restriction imposed by the Presi-

14 dent on the basis of any recommendation made by the Secre-

15 tary under section 204(a), and any adjustment made by the

16 President to any quantitative restriction on the basis of any

17 recommendation made by the Secretary under section 204(b),

18 shall be proclaimed by the President not less than 30 days

19 before the beginning of the period for which such quantitative

20 restriction or adjustment, as the case may be, first takes

21 effect.

22 SEC. 207. PROHIBITION OF IMPORTATION OF DIRECT-CON.

23 SUMPTION SUGAR

24 (a) Except as provided in subsection (b), no direct-con-

25 sumption sugar may be entered into the United States.
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1 (b) Notwithstanding any other provision of this Act, if

2 the President determines that a lack of refining capacity

3 within the United States has created an imminent shortage of

4 direct-consumption sugar for consumers in the United States,

5 then he may impose a quantitative restriction permitting the

6 entry of such quantity of direct-consumption sugar as is nec-

7 essary to meet such imminent shortage. Determinations

8 made under this section shall be made in accordance with

9 section 553 of title 5, United States Code.

10 (c) The limitation imposed under subsection (a) may not

11 be suspended under section 211 unless the President finds

12 and proclaims that a national economic or other emergency

13 exists with respect to direct-consumption sugar which re-

14 quires such a suspension.

15 SEC. 208. PROHIBITED ACTS.

16 (a) CERTAIN IMPORTS AND ExpoRT.-No person

17 may-

18 (1) bring or import into the Virgin Islands in any

19 sugar supply year for consumption in such Islands, any

20 sugar in excess of 100 pounds if such sugar was pro-

21 duced from sugarcane or sugar beets grown outside the

22 United States;

23 (2) bring or import into the United States any

24 direct-consumption sugar except in accordance with

25 section 207; or
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1 (8) export to any foreign country any sugar en-

2 tered under any quantitative restriction imposed under

3 section 206.

4 (b) CIVIL PENALTY.-Any person who knowingly vio-

5 lates, knowingly attempts to violate, or knowingly partici-

6 pates or aids in the violation of subsection (a) shall forfeit to

7 the United States the sum equal to three times the market

8 value at the time of the commission of any such act, of that

9 quantity of sugar involved in the violation, which forfeiture

10 shall be recoverable in a civil suit brought in the name of the

11 United States.

12 SEC. 209. EXEMPT ARTICLES OF SUGAR.

13 This title does not apply with respect to any sugar or

14 sugar-containing product-

15 (1) of any aggregate value not exceeding $25 in

16 any one shipment, if entered as samples for the taking

17 of orders, for the personal use of the importer, or for

18 research;

19 (2) entered for the production of alcohol, other

20 than any alcohol or resulting byproduct for human food

21 consumption;

22 (3) entered for the production of yeast or citric

23 acid; or

24 (4) any sugar entered for the production of poly-

25 hydric alcohols, except polyhydric alcohols for use as a
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1 substitute for sugar as a sweetener in human food con-

2 sumption.

3 SEC. 210. CERTAIN EXPORTATIONS OF SUGAR

4 Sugar entered under a bond, established under rules

5 promulgated by the Secretary of the Treasury, for the pur-

6 pose of subsequently exporting an equivalent quantity of

7 sugar as such, or in manufactured articles, shall not be con-

8 sidered to be sugar entering the United States for purposes of

9 section 206. Sugar exported under the provisions of sections

10 309 and 313 of the Tariff Act of 1930 (19 U.S.C. 1309 and

11 1313) shall be considered to be sugar entered under this sec-

12 tion.

13 SEC. 211. SUSPENSION OF TITLE.

14 If the President finds that a national economic or other

15 emergency exists with respect to sugar, the President may by

16 proclamation suspend the operation of this title, and headnote

17 2(b) to subpart A of part 10 of schedule I of the TSUS to the

18 extent that it applies with respect to this title, until such time

19 as the President finds and proclaims that such emergency no

20 longer exists. The Secretary shall make such investigations,

21 and prepare such reports, as the President may require for

22 purposes .of carrying out this section.

23 SEC. 212. REGULATIONS.

24 The Secretary shall issue rules and regulations as he

25 determines to be necessary or appropriate to carry out his
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1 functions and duties under this title. Knowing violation of

2 any rule issued by the Secretary under this section is punish-

3 able by a fine of not more than $1,000 for each violation.

4 SEC. 213. AMENDMENTS TO TSUS.

5 The beadnotes to subpart A of part 10 of schedule 1 of

6 the TSUS are amended-

7 (1) by amending headnote 1 to read as follows:

8 "1. For the purposes of this subpart-

9 "(i) the term 'degree', as used in the 'Rates of

10 duty' columns of this subpart, means sugar degree as

11 determined by polariscopic test;

12 "(ii) the term 'total sugars' means the sum of the

13 sucrose and reducing or invert sugars contained in any

14 grade or type of sugars, sirups, and molasses; and

i5 "(iii) the term 'raw value' means the equivalent of

16 such articles in terms of ordinary commercial raw

17 sugar testing 96 degrees by the polariscope as deter-

18 mined in accordance with regulations issued by the

19 Secretary of the Treasury. The principal grades and

20 types of sugar shall be translated into terms of raw

21 value in the following manner:

22 "(A) For sugar described in item 155.20, by

23 multiplying the number of pounds thereof by the

24 greater of 0.93, or 1.08 less 0.0175 for each
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1 degree of polarization under 100 degrees (and

2 fractions of a degree in proportion).

3 "(B) For sugar described in item 155.30, by

4 multiplying the number of pounds of the total

5 sugars thereof by 1.08,

6 "(0) The Secretary of the Treasury shall es-

7 tablish methods for translating sugar into terms of

8 raw value for any special grade or type of sugar

9 for which he determines that the raw value

10 cannot be measured adequately under the above

11 provisions.";

12 (2) by amending headnote 2 by inserting "(a)' im-

13 mediately after "2", and by adding at the end thereof

14 the following:

15 "(b) In addition to the authority of the President under

16 section 201 of the Trade Expansion Act of 1962 (19 U.S.C.

17 1821) to proclaim modifications of the rates of duty and

18 quotas on imports of sugars, sirups, and molasses provided

19 for in items 155.20 and 155.30, the President shall, subject

20 to the conditions and requirements of (a)(i) and for purposes

21 of carrying out, and subject to, title II of the International

22 Sugar Stabilization Act of 1979, proclaim special import

23 duties on-

24 "(i) imports of any such sugars, sirups, and molas-

25 ses, and
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1 "(ii) the content of any such sugars, sirups, and

2 molasses in imported products containing such sugars,

8 sirups, and molasses. Any special import duty pro-

4 claimed under this subdivision on the entry of any arti-

5 cle shall be in addition to any other duty imposed by

6 law on such entry and may not be made the subject of

7 any preferential concession under any law or interna-

8 tional obligation of the United States."; and

9 (8) by amending headnote 8 by striking out "For

10 purposes of this headnote," and all that follows there-

11 after.

12 TITLE IH-MISCELLANEOUS PROVISIONS

18 SEC. 301. DEFINITION.

14 As used in this title the term "sugar" has the same

15 meaning as is given to such term in section 201(6).

16 SEC. 302. JURISDICTION OF COURTS

17 The several district courts of the United States are

18 hereby vested with jurisdiction special to enforce, and to

19 prevent and restrain any person from violating, the provisions

20 of this Act or of any order or regulation made or issued pur-

21 suant thereto. If and when the Attorney General shall so

22 request, it shall be the duty of the several district attorneys

23 of the United States, in their respective districts, to institute

24 proceedings to enforce the remedies and to collect the penal-

25 ties, fees, and forfeitures provided for in this Act. The reme-
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1 dies provided for in this Act shall be in -ddition to, and not

2 exclusive of, any of the remedies or penalties existing at law

3 or in equity.

4 SEC. 303. FURNISHING OF INFORMATION TO SECRETARY.

5 All persons engaged in the manufacturing, marketing,

6 or transportation or industrial use of sugar and other sweet-

7 eners, including those not derived from sugar beets or sugar-

8 cane, and having information which the Secretary deems nec-

9 essary to enable him to administer the provisions of this Act,

10 shall, upon the request of the Secretary, furnish him with

11 such information. Any person willfully failing or refusing to

12 furnish such information or willfully furnishing any false in-

13 formation shall upon conviction be subject to a penalty of not

14 more than $2,000 for each such violation. The Secretary is

15 empowered to subpena witnesses and the production of such

16 records, books, papers, and documents which he determines

17 necessary for the administration of this Act. All information

18 required to be furnished to the Secretary under this section

19 shall be kept confidential by all officers and employees of the

20 Department of Agriculture.

21 SEC. 304. INVESTMENTS BY OFFICIALS PROHIBITED.

22 No person may, while acting in any official capacity in

23 the administration of this title, invest or speculate in sugar,

24 contracts relating thereto, or the stock of membership inter-

25 est of any association or corporation engaged in the produc-
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1 tion or manufacturing of sugar or other sweeteners. Any

2 person violating this section shall upon conviction thereof be

8 fined not more than $10,000 or imprisoned not more than

4 two years, or both.

5 SEC. 305. SURVEYS AND INVESTIGATIONS.

6 (a) REQUIRED SURVEYS AND INVESTIGATIONS.-

7 Whenever the Secretary determines such action is necessary

8 to effectuate the purposes of this Act, the Secretary from

9 time to time shall conduct such surveys and investigations as

10 the Secretary deems necessary regarding the manufacturing,

11 marketing, transportation, or industrial use of sugar and

12 other sweeteners. In carrying out the provisions of this sub-

13 section, information shall not be made public with respect to

14 the separate operations of any person or company from

15 whom such information has been derived.

16 (b) OTHER INVESTIGATIONS, SURWYS, mm RE-

17 SEAEcH.-The Secretary may conduct surveys, investiga-

18 tions, and research relating to the conditions and factors af-

19 fecting the methods of accomplishing most effectively the

20 purposes of this Act. Notwithstanding any provision of exist-

21 ing law, the Secretary may make available to the public such

22 information as the Secretary deems necessary to carry out

23 the provisions of this Act.

24 (c) COST OF PRODUCTION STuDIES.-(1) The Secre-

25 tary is directed to conduct studies on the cost of producing
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1 sugarcane, sugar beets, raw sugar, refined sugar, corn sweet-

2 eners, and other sweetener-products as deemed necessary by

3 the Secretary for the administration of this Act.

4 (2) The Secretary shall determine on a sugar supply

5 year basis the average cost of production of sugarcane, sugar

6 beets, raw sug*, refined sugar, and corn sweeteners.

7 (3) There are hereby authorized to be expended such

8 amounts from the funds of the Commodity Credit Corpora-

9 tion as may be necessary to carry out the authority of this

10 subsection.

11 SEC. 306. LOAN AND PURCHASE PRICE SUPPORT PROGRAMS.

12 (a) EXTENSION OF 1977 AN 1978 PROGRAMS TO

13 1979, 1980, AD 1981 CRoPs.-Effective with respect to

14 the 1979, 1980, and 1981 crops of sugar beets and sugar-

15 cane, section 201 of the Agricultural Act of 1949, as amend-

16 ed, is amended by-

17 (1) striking out in the first sentence "honey, and

18 milk" and inserting in lieu thereof the following:

19 "honey, milk, sugar beets, and sugarcane"; and

20 (2) adding at the end thereof a new subsection (g)

21 as follows:

22 "(g) The price of the 1979, 1980, and 1981 crops of

23 sugar beets and sugarcane shall be supported through loans

24 or purchases with respect to the processed products thereof
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at a level not in excess of 65 per centum nor less than 52.5

per centum of the parity price therefor.".

(b) WAIVER OF INTEREST ON 1977 mm 1978

CRoPs.-Notwithstanding any other provision of law, the

Secretary may waive a portion of the interest at such times

and in such amounts as he determines necessary, in order to

encourage the repayment of outstanding loans obtained from

the Commodity Credit Corporation with respect to sugar pro-

duced from the 1977 and 1978 crops of sugar beets and sug-

arcane; except that such waiver authority shall be exercised

in such a manner as not to affect unduly the market prices for

sugar.

SEC. 307. TERMINATION OF ACT.

Except for title I and section 206(a), this Act shall

cease to have force and effect as of the close of September

30, 1982.
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Senator MATS.UN-AOA. The subcommittee will come to order.
Good morning and Aloha, as we say in Hawaii. I wish to welcome

you to this hearing of the Subcommittee on Tourism and Sugar of the
Senate Finance Committee. This subcommittee came into being in the
95th Congress under the very expert midwifemanship of the chair-
man of the parent, full Committee on Finance who, as you know, is a
legend in his own time. I am sorry that he is not here today. Normally,
he would be sitting as a member of this subcommittee to my right.

If there is anyone here today .aho would dare to admit that they
do not know Senator Long, let me discretely advise you that he was one
of those who led the South to support statehood for Hawaii.

The third member of the subcommittee is Senator Malcolm
Wallop, the senior Senator from Wyoming, who is now on his way
over. The Chair is not waiting for the reason that we have a lot of
ground to cover before 12:30, at which time I must attend a Whip's
luncheon.

The subcommittee will receive oral and written testimony on S. 463,
the International Sugar Stabilization Act of 1979. Before calling the
first witness, however, I would like to make a brief statement.

Sugar is one of the world's most regulated commodities. Almost
85 percent of the total world production of sugar falls under some
type of internal or external law or regulation. In the United States,
it has been under Government regulation since the American Revolu-
tion, when the first tariff was enacted in 1789. For 40 years, beginning
with the Jones-Costigan Act of 1934, the domestic sugar industry has
been regulated under a detailed and complex legislative program.

The House Agriculture Committee and the Senate Finance Com-
mittee have periodically reviewed and extended sugar programs, gen-
erally for an additional 2- to 5-year period. To maintain a viable do-
mestic sugar industry, through controlled supplies, the Congress
established foreign and domestic quotas.

The supply management system was based on the findings that: one,
U.S. producers could not compete with foreign lower cost producers,
and would eventually be forced out of business unless protected: two,
supplies of sugar to supplement U.S. sugar production would be
readily available on the world market; and three, U.S. consumers
were willing to pay a slightly higher domestic price for sugar in order
to stabilize and to protect the domestic sugar industry as a dependable
supply source.

Successive sugar acts provided complex modifications. including
Government payments, excise taxes, special labor provisions, price ob-
ject ives, and production controls.

During the 40 years of its life, the Sugar Act of 1934 proved to be
one of the, most successful agricultural programs ever launched. It
provided the U.S. market with adequate supplies of reasonably priced
sugar and firmly established a viable domestic sugar industry.

The act continued to be renewed and modified to meet the needs of the
disparate groups which lent their political support to the program:
the tyrowers, refiners, importers, organized labor, and users.

However, beginning in the early 1970's, changing economic con-
ditions split the coalition of interests which had previcaisly supported
the Sugar Act's renewal. For 4 or 5 years from 1970 through 1974,
world sugar consumption outstripped production. As sugar prices
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increased dramatically, the political base, and to a certain extent the
effectiveness, of the Sugar Act, deteriorated. Consequently, the Sugar
Act was allowed to expire on December 31,1974.

Following the sugar price boom and the demise of the Sugar Act
of 1974, world production increased substantially and prices decreased
dramatically, even to levels below the cost of production. The domestic
sugar industry was in deep trouble. It pressed for a reinstatement of
some form of sugar program, but failed to muster sufficient support
in the House last year for a legislative solution.

The administration has expressed its belief that an international
sugar agreement provides the best long-range solution for stabilizing
sugar prices. Such an international sugar agreement was reached in
October 1977. This agreement is designed to make a world sugar price
range of 11 to 21 cents per pound, through a complicated system of
buffer stocks and export quotas. If the agreement is successful in pro-
viding for an 11 cents per pound floor, this will have the effect of
raising the price of foreign sugar delivered to the United States to
about 13.5 cents per pound, because of shipping costs, insurance, and
duty.

The U.S. International Trade Commission in its report to the
President on April 17, 1978, unanimously affirmed that sugar, syrups,
and nmolasses are being imported or would be imported into the United
States under such conditions and in such quantities as to render or
tend to render ineffective, or materially interfere with, the price sup-
port program of the U.S. Department of Agriculture for sugar cane
and sugar beets.

The International Sugar Agreement has not yet. been ratified by the
U.S. Senate, and there is serious concern about how soon its intended
stabilizing effects will be realized, in the light of continuing surpluses
of world sugar stocks. The 13.5 cents a pound floor provided under
existing law will not meet the present domestic cost of productions.

On April 25, 1978, Senator Frank Church of Idaho, with 33 co-
sponsors, introduced S. 2990, the Sugar Stabilization Act of 1978,
and hearings were held by this subcommittee on May 11, 1978. Similar
legislation was introduced in the House of Represeriatives by Con-
gressman de ]a Garza and after a conference committee meeting of
the surviving bill known as IR. 13750 was lost in the House by a
close vote during the waning hours of the 95th Congress.

Senator Church has again come forward with a new bill cosponsored
by 16 of his colleagues. This new bill, S. 463, the International Sugar
Stabilization Act of 1979, has the same objectives of last year's bill:
namely, to provide: one, maintenance of a viable domestic sugar-
producing industry capable of continuing to provide a larger part of
sugar consumed in the United States; two. the protection of the wel-
fare of consumers and producers in providing such supplies of sugar
as will be consumed at fair prices in the United States and in the world
market; three, achievement of these price and supply objectives
through cooperation with sugar-producing and consuming countries
under tie export, quota system of the International Sugar Agreement
and the operation of a complementary import management program
for the U.S. market; and four, the promotion of the export trade of
the United States with sugar-prodiicin, countries of the world.

About the time S. 463 was introduced, President Carter announced
his support for a target, market price of t5.8 cents per pound of sugar,



29

raw value, and a half-cent per pound direct Government payment.
This total of 16.3 cents per pound is a little short of the 17 cents per
pound without payments provided for in S. 463.

This first day of spring is an appropriate time for a new beginning
for a solution to an old problem. Many of our witnesses today were
here last year at the hearings on May 11. We shall look forward to
your testimony in the hope that we can come up with a bill that will
find acceptance by all interests, if not total agreement.

Before calling our first witness, I wish to note the presence of a
member of this committee, the senior Senator f rom Wyoming, and
ask if lie would care to make any opening statement at thiis time.

Senator WALLOP. I would, Mr. Chairman.
I think your praise of spring is only exceeded by your generosity.
Senator MATSUNAGA. I hope it has helped.
Senator WALLOP. Yes, indeed. I assume some of it came from the

Hawaiian sugar industry.
Mr. Chairman, I want to thank you for holding these hearings on

the International Sugar Stabilization Act and the problems of the
U.S. sugar industry. By holding these hearings, I think we send a
signal of commitment, on the part of the Finance Committee, to re-
store some stability and a climate of confidence within the U.S. sugar
industry.

ihe U.S. sugar industry has been characterized in recent years by
uncertainties about the future and whether Congress would adopt
programs to enhance its prospects for survival. I add, parenthetically,
that it seems that the country should make up its mind whether it is in
the Nation's interests to have an adequate and strong sugar industry.
If it, is not in its interests, we ought to abandon all help of it and not
waste any money in the process. If it is in its interest, we should make
sure that it will survive. To let the industry die slowly is not in the
interests of the producers, the taxpayers, or the consumers of this
country.

Last year, the Congress failed to enact sugar legislation, due largely
to the fact that the administration tried to impose an unworkable so-
lution during the last hours of legislative session. The program failed
in tile House because it was based on subsidy payments that neither
the sugar growers nor the corn sweetener industry thought desirable.

'lis year, we have the oI)l)Oprunity to pass sugar legislation that
will help the domestic sweetener industry and give the American con-
suimers an assured, stable supply of sugar here at home.

We are agreed, I think, that it would he foolish to rely on the Inter-
national Sugar Agreement alone to stabilize world sugar prices and
guarantee sugar supplies to American consumers. As a nation de-
pendent on sugar iml)orts for half of our consumption, the United
States is exl)osed to radical fluctuations in the price and sul)ply of
sugar.

The International Sugar Agreement may be able to temper those
price fluctuations, )ut we need additional guarantees that our own
domesticc sugar industry will remain vial)le.

rhe actions we take imn this committee will have a great effect on the
al)ility to survive in the sugar industry in the United States. I hove
you wN-ill all keep in mind the fact that. aggressive sugar legislation will
not sul)port growers and processors alone, but it. also affects the econ-
omies of entire communities in sugar-growing States.

44 -97-70-3
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This is true of my State of Wyoming more than any other sugar beet
growing region in the country. For years, sugar beets have been a most
significant crop in Wyoming. A recent GAO report indicates that the
value of sugar beets represents less than 3 percent of all crop value in
most reducingg States, but in Wyoming, sugar beets represent 13.7
percent of the total crop value in our State.

In an area where mineral development has always meant boom and
bust prosperity, we are thankful that a crop like sugar beets contrib-
utes to the economy of Wyoming year after year. There are entire com-
munities in *Wyoming whose economies are dependent on sugar and
whose future depends on the legislation that comes from this com-
mittee,.

Wvyoming sugar beet growers receive about $40 million from proes-
sors for their beets and the processors, in turn, sell about $50 million
of their product of refined sugar.

lEconomists at the university have calculated that the biiziness mul-
tiplier effect of sugar production and processor activities of my State
represent over $110 million to the economy of Wyoming. This income
is important for our State, and absolutely crucial for communities.

Finally. I want to commend Senator Church for introducing S. 463
and developing a means to assist the sugar industry without imposing
an additional burden on American taxpayers. I know that the sugar
beet growers are committed to the goal of reaching a fair market price
for sugar from the marketplace, not from the taxpayer.

By reaching the market price objective through a system of import
tariffs and quotas, we can avoid the drain on the Treasury created by
direct payment programs. In a year when the Congress is involved in
balancing the Iederal l)udget, it is inconceivable that we adopt a pay-
nients proarain that would cost as much as $60 million or $70 million
budget dollars when better alternatives exist.

It is encouraging to see that six members of the Finance Committee,
including the chairman of this committee and Senator Long. agree
with this approach. It gives me confidence that we will be able to pass
a sugar bill that protects the industry without creating a needless bur-
den on taxpayers.

Thank von.
Senator MATSXTXAGA. Thank von, Senator Wallop.
And now, our first witness will be the distinguished senior Senator

from Idaho, the hlonorable Frank Church, who is the principal intro-
ducer of the bill which is the subject of this hearing and who has
worked tirelessly in behalf of both the domestic sugar industry and
the American consumer.

Senator Church, we shall be delighted to hear from you and I am
sure, inspired.

STATEMENT OF HON. FRANK CHURCH, A U.S. SENATOR FROM THE
STATE OF IDAHO

Senator CiiuRc . Senator Matsunaga, Senator Wallop, first of all
I want to express my appreciation for your courtesy in extending this
opportunity to me to provide the committee with my views on S. 463,
the bill under consideration. I appreciate this committee's decision to
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hold early hearings on this bill which I introduced February 22, along
with 15 of my colleagues.

As this committee knows, the necessity of establishing a stable do-
mestic sugar policy to protect both growers and consumers has eluded
re-solution for several years. The members of this committee worked
hard and diligently last year to report out the Sugar Stabilization
Act of 1978 and to obtain full Senate approval. The failure of the
House to support a compromise version last fall, in the closing hours
of the session, has added urgency to today's deliberations.

Since the close of the 95th Coongress, our domestic sweetener indus-
try has continued to atrophy under the onslaught of dumped foreil
sugar. At least four more star beet processing plants in the Pacific
Northwest are scheduled to cfose their doors within days. While three
of these plants have some chance of continuing to provide employment
through new ownership, the U. & I. Co. plalt iear Idaho Falls, I daho,
remains scheduled to close within a month and no prospective pur-
chaser is in sight.

Last month, the Treasury Department announcM that it had deter-
mined that sugar from France, Belgium, and Wrest Germany was be-
ing sold in the United States at prices below its fair value. This find-
ing only repeats similar findings announced in 1978 and 1977.

The existence of the practice of dumping subsidized sugar into, the
United States by foreign countries has been repeatedly documented.
That is my emnl) oyees at, the Idaho Falls plant have been certified to
receive Trade Act adjustment assistance.

The, approximately 400 employees of this plant would far prefer
to keep their jobs. However, our failure to formulate a workable
domestic sugar policy means that all our taxpayers will now have to
provide assistance payments to these workers. The closure of this
plant will also mean that about 20,000 acres of former beet land will
have to be converted to potatoes or wheat.

Yet potato production is in surplus and we have had to divert 12
million hundredweight from last year's bumper crop to cattlefield.
Similarly, wheat prices are depressed and our policy is to pay grow-
ers not to plant wheat on a portion of their acreage. The unavoid-
able fact is that there are no good alternative crops for these beet-
growers to produce. Jobs will be lost. Taxpayers will be burdened with
assistance payments and in supporting alternative crops already in
surplus production.

Planting intentions indicate that beet acreages will shrink 11 per-
cent nationwide this year. The continued withering of our domestic
industry only increases our dependence on the world sugar market
for our supl;lies. This dependency has reached about one-half of our
annual needs and adds over $1 billion to our annual trade deficit. As
this reliance on foreign sources of sugar grows. so will our consumers
become more vulnerable to sharp fluctuations in both price and supply.

Over three-fourths of the world's sugar is grown under arrange-
ments involving governmental subsidies and market supports. When
there is anything left over. it flows into the world sugar market. I
checked moments ago to learn today's price, and it is 8.54 cents I[,O-
pound. I submit, you know, that, falls below the cost of production
anywhere in thu world.
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Other countries have special arrangements by which the sugar is
produced and purchased at prices that are viable, but we are the coun-
try in which a l the surplus sugar is dumped, at prices far below the
world's own cost of production.

But what happens, Mr. Chairman, when the surplus in the world
marketplace becomes a shortage? We have had past experience enough
to know that then the price will skyrocket upward from 8.5 cents a
pound to as much as 70 cents a pound which was our experience in the
past 4 or 5 years. So that it evades ic to hear the argument of those
NNhio purport to represent the best interests of the consumer to oppose
the bill. which would have the tendency of stabilizing the sugar prices
in this country, thus protecting the housewife from these sharp and
drastic fluctuations in price.

The bill before this committee bears, some similarity to the Sugar
Stabilizat ion Act of 1978. It does not lr)ovi(le for payments to growers
from the U.S. Treasury. The price objective of 17 cents per pound is
to be achieved through import fees and, if necessary, quotas on im-
ported sugar. This apl)proach will bring revenue into the Treasury.
Adjustments of this target price objective are keyed to cost of pro-
duct ion increases actually experienced by the growers.

Mr. Chairman, I have introduced this bill again in this sssion of the
Congress because it represents my own concept of an ideal domestic
sugar program, and I join with you and with Senator Wallop in ex-
prc ssing by preference to a fee imposed on foreign sumar as the mech-
anism for bringing the price to the desired level within this country
because I think that the farmers would much prefer not receiving aSaynent from the Government, and there is no reason why that should
necessaryar.

Moreover. as I indicated before, this approach would supply the
Treasury with very substantial sums of money and thus would be a
revenue earner for the Federal Government.

In res;ponlse to the chaotic conditions existing in the world sugar
market, it has been proposed that the Senate ratify the pending Inter-
national Sunfar Agreemient which represents an effort to stabilize world
market prices by the use of buffer stocks, and bears the signatures of
over 70 ,1uzar p)rodicing and consumingr nations.

Mr. Chairman. I have held up that agreement in the Foreign Rela-
tions Committee. not because I think that it, is a bad agreement. I
woul(l hope that it might prove workable. But we are. all aware that
the track record for such international commodity agreements is not
1oo(. and I think that it, would be reckless for us to proceed with the
ratification of that agreement without fi st having enacted an adequate
back-up domestic program to insure our own producers that they will
receive a fair rice for their product.

The bill before. this committee would complement the international
sugar agreement. It, in no way, conflicts with its purposes or objec-
tives by estiblishing a domestic price objective of 17 cents per pound,
which matches the midpoint of the free-trade range contemplated by
the pronoed international sugar agreen ent.

T understand. Mr. Chairman, that the administration will support
a nrouram offering a total of 16.3 cents per pound with a half-penny
of that being in the form of payments. The administration's acknowl-
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edgement of the necessity to maintain a viable domestic inmstry is
welcome. Differences have narrowed, and the opportunity for this
committee to fashion an acceptable domestic program appears to be
at hand.

With deep respect for your judgment, I strongly commend the
principles of the Sugar Stabilization Act of 1979 to the committee.
Early and favorable action on this b HP will be in the best interests of a
struggling sugar industry employing over 100,000 people and will
serve to assure the American consumer adequate supplies of sugar at
stable prices.

Thank you very much, Mr. Chairman.
Senator M'ATSUNAGA. Thank you very much, Senator Church. I

tpink that you have brought to the attention of this committee some-
thing which the general American public ought to know about, and
if they do know what you have pointed out this morning to this com-
mittee, I am sure that they will all support a sugar program as pro-
posed in your bill.

Senator Wallop, any questions?
Senator WALLmp. Mr. Chairman, I have no questions. I yield to

Senator Dole at this time.
Senator DoLE.. Do I understand you will oppose direct payments?
Senator C(iURcii. This bill does not contain direct payments and I

personally do not favor them. By the time that the bill works its way
through the legislative process and we conic to a conference if it is
necessary in order to get a sugar program, to blend this approach with
some sort of direct payment, I think that the importance of a sugar
industry in this country should outweigh whatever objection T hive
to the method, because even with a payment, I understand, combined
with a tariff fee, there would be a net gain to Treasury.

Senator I)oLE. It. seems to me that, rather than take money out of
the taxpayers to make payments. we ought to be collecting money on
itirports with the mechanism we have now.

Senator Cimucir. I agree. That would be my preference.
Senator DOLE. That is going to be a matter of some contention, as

vot probably know. It has been in the past, both on the House and the
Senate side.

Thank you.
Senator CirTrncir. Thank you, Senator fatsmnaga.
Senator MATSItNAo.. Thank you again, Senator Church.
SPTator CHURCH. I appreciate very much your courtesy in allowing

me to he the first witness this morning, Mr. Chairman.
Senator DOLE. I wonder if, before the next witness, T could read a

short statement ? T have to go to the floor to participate with Senator
Talmadge on the debt ceiling matter and I will not be able to stay.

Senator 'MAT.NAO.A. Certainly. The Senator from Kansas, Senator
Dole, is, recogized for 2 minutes, or more.

Senator l)oi,. First Mr. Chairman, T am pleased that you are
having these hearin.N because T think we miist begin to take action
as Snator Chureh has said. and I aiim certain others will say, to
estahlish an effective sugar program.

Every (bay. more su.rar is going uider loan because the executive
lbrallellreflses to exercise its authority to adiiust import fees and
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quotas to bring our domestic market price up to reasonable levels.
t, is clear that we must create a new program to provide and achieve

a fair market price that will keep our producers in business and there-
fore protect consumers against future shortages. I think we could
create such a program.

However, it was disappointing that 1, for one, as well as many
other Republicans, have not been invited to attend discussions with
the administration regarding this very important legislation. This is
unfortunate because it results in legislation that does not necessarily
take into account the interests of niany people involved in our sweet-
ener industry.

The administration's action could also be interpreted as an indi-
cation that they really do not care about what the people of Kansas
may think. I am pleased to see in the audience that two witnesses who
will be testifying later. Bill Turrentine and Bill Davis are from
Kansas. However. I take this opportunity to remind the adminis-
tration that the people of Kansas. as well as many other beet and
cane growing States are interested in the sweetener program and
mu.t be given the opportunity to participate in the formulation of
s ucli a program. I find that there has been very little effort to look
for any one view outside of a small group in the Senate in the United
States.

Tlere are a number of sugar bills in the Congress at this moment.
I think everyone here is familiar with their general provisions, but
I would like to specify, what I think are some important points that
we all should keep in mind.

Any price objective imust be at a level that will cover our producers'
cost of production and give them a reasonable profit on which to live.There will be a lot of discussion about what that level should be.

I)irect payments are inflationary. They are simply out lav:s from
.ou, Trieasur:v that burden the taxpayer 'and are unnecessary if we
use the market mechanism to reach the price objective.

Forgiving interest payments on outstanding loans, in my view,
.,also makes a mockery of the loan prograin.

And finally, if tie base wage rate is established in sugar legisla-
tion it. must take into account the principal thrust of the legislation,
which is to provide the producers with a reasonable income in which
they can remain viable.

I- would hope that we will have appropriate responses to some of
these issues from the House of Representatives. We are told by GAO
that. the cost of production is 17.5 cents. Of course, the market price
is 14.4 cents. If we go back and look at the calculations made last year
by the Department of Agriculture, the GAO estimates are not too
dissimilar. In light of these figures I wonder why the administra,
tion refuses to applv adequate fees or quotas to raise the market price
to at least the cost of production.

That is the concern that I am certain Senator Matsunaga. Senator
Wallop, and I, as well as others have. I would hope that we will report
a bill that could have strong bipartisan support. So far there has
been no bipartisan input. Perhaps it is not too late for bipartisan
support.

Senator MATSUNAGA. Thank you very much, Senator Dole.
Our next witness is the Honorable Peter Peyser, U.S. Congressman
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from New York. We would be happy to hear from you, a former col-
league of mine in the House.

STATEMENT OF HON. PETER A. PEYSER, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW YORK

Representative PEYSER. Mr. Chairman, I thank you and your dis-
tinguished colleagues for being here this morning and allowing me the
opportunity of speaking before you. As I am sure you recall, Mr.
Chairman, when we served on the same committee in the House, that
you and I were on different sides of the aisle, and also different sides of
the issue of sugar. We are now on the same side of the aisle, but unfor-
tunately we are on opposite sides on the issue of sugar. I think it is
very fitting, really, that this hearing is being held in the Senate Fi-
nance Committee, because the primary issue in this country today-
and I think it is clearly evidenced by not only the public reaction but
the reaction in Congress itself-is inflation.

There is absolutely no one that I know of who does not agree that
any move such as increasing of target pricing, direct payments, is go-
ing to produce inflationary impact in this country.

I have a statement here, I think of great interest, which was made on
"Face the Nation" on March 4 by Alfred Kahn. Mr. Kahn is our Na-
tion's chief inflation fighter, and in a question dealing with the sugar
bill lie says, and I quote:

T wh that It were possibly politically In this country to have such a powerful
q I oi-inflation constituency or coalition. The raising of the support price of sugar
fromn 15 cents to 15.8 cents would be unthinkable and Impossible, and I will do
everything I can to work in that direction.

This is the chief inflation fighter in our country.
I also can say that I understand that he has now agreed to testify

before the Ways and Means Committee on the sugar bill in early Aprl
ond I think tlat testimony is going to be critical. I think that the at-
titude of the Congress, Mr. Chairman, is very clearly indicated in the
recent vote in the House of Representative on the debt ceiling where it
was defeated the first time and the second time won by the narrowest of
margins. Whether we are talking of Senator Church's program or we
are talking about the Foley-Ullmnn bill in the House or President Car-
ter's program, we are all talking about programs--where the consumer
has to pay substantially more money or where more is paid out in tax
dollars.

I think they are all the same. because they are all the same people
paving it. Consequently, the estimated cost in the House bill runs ap-
proximately $300 million in the first year and in the Senate bill, Sen-
ator Church's bill will run approximately $400 million or more.

To me. this is inconceivable today that we would l. doing this and
the thintr that T have looked at quite carefully, and T find it very hard
to uidei itand, is how-what I have in my hand here is the annual state-
ument in 1979 of Gulf & Westorn and how Gulf & Western (can grow
sugar in the United States in Florida-they have 84,000 acres of cane
'.igar. Thev are showing one of the biggest profits-as a matter of fact,
they have a line up here saying that one of their profits in the sugar
field are due to the U.S. price policy. They show a gain of nearly 32
percent in profits under sugar, equally $142 million last year.
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I am wondering how corporations of this nature-and there are a
number of others, as the chairman know.s-can make these kinds of
profits out of sugar, and now, if we are going to talk about increasing
either target pricing, raising it to 17 cents or paying a half a cent a
pound and increasin it to 15.8 cents, that corporate sugar farmers are
going to realize windfall profits. I do not think there is any question
about that, and every one of these corporate producers of sugar would
love either sugar bill to come through because it has got to be a winner
for them no matter how it goes, because right now they are making
money.

One thing, Mr. Chairman, that you did mention, if I jotted it down
correctly, that the sugar bill in 1974 was allowed to expire. Mr. Chair-
man. you and I remember the major fight that took place in the House.
"Allowing it to expire" is not exactly how I would term it.

The Congress finally decided that they had had enough, because the
stabilizing effect of that sugar bill which was always the point which
was brought out-we will stabilize sugar: we can keep the prices in
control. And yet we saw not only the world market zooming, but the
day, after the world market price would ao up. the domestic price would
go u until we. would reach $1 a pound in the marketplace.

When the bill was killed, within a 2-month period, the sugar prices
in this country were down to 32 cents a pound in the marketplace and
T think. Mr. Chairman, that we should not he, at this time, consider-
ing another sugar program.

T thank you very much for the time that voui have given me.
Senator MA'rSUNAoA. Thank you very m ich. Congressman Peysr.

After your brief respite from Congress. when you chose to run on a
Democratic ticket, I thought, at last. you had seen the light on sugar
too. rlAughter.]

Senator Wallop?
Senator WA.Lr.OP. Congressman Peyser. 1 have no idea what kind of

mechanism, bookkeeping mechanism, Gulf & Western may have used
to justify their existence in the sugar industry for their stockholders.
but I do know personally of what happens to sugar beet growers in
my part of the world. You may be familiar with this problem iniduing
from your remarks on television talking with the farmers about the
possibility of another farm hill.

We. in this country, have developed a gluttonus albse of energy by
having subsidized energy. We have Government policies which con-
vinced everybody in America. from bsinpss on down to the smallest
consumer, that there was no end in sight to our energy supply and
that. by keeping the price low we were providing a service. And nlow,
we have much greater distortions in what overall woid have been
a more modest adjustment in the economic structure of the country,
when we recognize that our ener,.y supplies are limited.

My feeling is that, subsidized consumption of anything , in the long
run create.q economic distortions that are much more difficult for con-
sumers, let, alone producers, to absorb.

If you want to do something in the interests of consumers. it should
he to convince them that fuel comes from the ground, and the food
from a farm. not just the grocery store. The real message the consumer
should hear is that higher productivity and lower prices come from a
great deal of sweat and technological advancement. Even you would
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admit that no industry in America has advanced with the rapidity
of agriculture. One of the big problems is that agriculture is a victim
of its own efficiency. It can produce more than can be consumed in this
country and the prices continue to be too low.

My feeling on this may differ from yours. I think it is important
to the communities totally dependent on sugar production that we
have some stability. In the long run it. is crucial to the consumer that
there is some producing segment of the industry, that is not a major
company like Gulf & Western. Major companies can go in and out of
the sugar business at their whim. But a farmer who is totally depend-
ent upon his harvest cannot. The farmer must stay in until the entire
industry goes.

There are other effects on consumers inflation the budget that conies
from such structural changes in the industry.

Do you have any comment at all?
Representative PEYsER. Senator, I for one, appreciate your com-

ment. I realize exactly what you are saying. In fact, one of the things
I would like to see developed is a method to help the overall farm com-
mnunity, particularly in the export area, because I think it is grossly
unfair what happens to the wheat farmer, for instance, who is selling
wheat in Japan. The minute it comes into the country, $5.50 a bushel
goes on to that price, of which he gets nothing.

I would like to see an independent export program in agriculture
be worked out.

In dealing with the problem, I sort of come back to a question to
you as well, is where we do have a number-not just one or two, but a
number of substantial, major corporate producers of sugar-who, inci-
dentally, could go in and out if the market changes. They could decide
to write it off, and that would be that,. But any sugar bill that Nve put
in today, is it going to substantially increase the earnings of those
corporations which, without exception today, seem to be producing
sugar at a profit?

I do not know how you differentiate between that smaller farmer
who may have 300 acres of sugarland. That is the problem.

Senator WALLOP. Well, suffice it to say, I (1o not agree that every
corporate farmer in the country would suddenly have windfall prof-
its. I do not agree that every corporate farmer is making money in the
production of sugar. You cited one. I seriously doubt that you can sus-
tain your argument that every corporation in the country is in the
same situation as Gulf & Western.

Representative Plwst:m.i Because there is mmany of the smaller groups
that are corporate now. I ani talking about major corporations. I
would be glad to provide lists of major corporations, all of whom are
showing profits in sugar, who are bound to realize substantial amounts.

T1'his ono corporation alone--not the biggest, at all-has 84,000
acres and there are not, many individual sugar farmers who have that
kind of acreage.

Senator WALiOP. I suspect that a good deal of their profits may
come from the possession of land or sugar imports and not the pro-
durtion of sugar.

Representative PFYsEn. I appreciate that. It seems to me also, if I
may. Mr. Chairman, today in this country if I am correct, we nearly
produce 70 percent of our sugar. We can ie 70 percent self-sufficient
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in the sweetener area-in the broadest sense of the area now-a 16-
percent increase over the last several years. We are getting much more
independent of the so-called foreign sugar than we were before. I
would hope it would increase to reach 100 percent.

Senator MATSUNAGA. Thank you very much, Congressman Peyser.
[The prepared statement of 'Mr. Peyser follows:]

STATEMENT OF THE HONORABLE PETER A. PEYSER

The sugar industry has one of the sweetest government-supported deals going.
At a time when sugar prices are 33-percent higher than they were Just two

years ago, an artificial price system shelters sugar growers against competition
and makes consumers pay the tab.

Sugar is produced on fewer than I percent of the nation's 2.7 million farms,
and much of that output Is accounted for by huge corporations, such as Great
Western, Gulf and Western, Alexander and Baldwin, U.S. Sugar Corporation,
and Amstar.

Inefficiency is being subsidized at a time when sugar is going begging on the
world market and according to the New York Times, government-owned supplies
are deteriorating rapidly to the point that syrup is pouring out from under the
storehouse door.

It Is time to say no to special interests and yes to holding the line on Inflation
by defeating proposals for still higher sugar prices. Consumers are tired of
subsidizing unnecessary price-propping.

At the present time, the Government adds more than 6.1 cents a pound to the
price of sugar by imposing an import fee and duty. As a result, it's costing the
Nation's consumers more than $1.3 billion a year in higher, government-mandated
sugar prices.

The Sugar Amendments to the Food and Agriculture Act of 1977 provide that
the 1977 and 1978 crops be supported at from 52.5 to 65 percent parity, but not
less than 13.5 cents a pound. The 1977 crop was supported at 13.5 cents a pound.
The 1978 crop Is being supported at 14.73 cents a pound-a 9.1 percent increase.

The Administration now proposes raising these price supports from the current
level of 14.73 to 15.8 cents a pound, with further Increases in subsequent years in
line with rises In growing costs. It would also add an additional direct subsidy of
one-half cent per pound.

Thus, the Administration proposal would raise the nation's sugar bill by $1R0
million totaling $1.5 billion and cost the U.S. Treasury another $112 million In
subsidies.

In the House Representatives Foley and Ullman have introduced a bill. H.R.
2172, which would up the market price support even more from 14.3 cents to 16.1
cents a pound for the 1979 crop-an Increase of 9.3 percent. It also provides for the
half-cent a pound government payment, bringing the total support to 16.6 cents--
an increase of 12.7 percent for the 1978 crop.

The bill according to Alfred Kahn, the President's Inflation adviser, would add
from $400 to $550 million to the cost of the current program in the first year and
more in later years.

Under both proposals, direct payments would windfall large corporations. For
instance, U.S. Sugar Corporation would reap an additional $3,180,000 million In
the first year of the program. Nearly 2,000.000 additional federal dollars would
fall to Gulf and Western. Yet for fiscal 1978, that company reported sharp gains
In sales and earnings and In fact closed the year with the highest earnings level
In Its history. In its annual report, Gulf and Western acknowledged that higher
domestic sugar supports contributed greatly to its profits.

Last Congress, the Carter administration made its opposition to a rise In the
price of sugar a symbol of Its determination to wage war against higher food
prices. This year. against the advice of his anti-inflation advisors, the President
has agreed to hefty Increases in sugar prices.

Twelve days ago Kahn said. "I wish that It were possible politically in this
country to have such a powerful anti-inflation constituency or coalition that rais-
ing the support price of sugar from 15 cents to 15.8 cents would be unthinkable
and Impossible. And I'll do everything I can to work In that direction."

Kahn estimates that every one cent difference In the market place of silnt
means $250-$300 million out of consumers' pockets directly and approximately
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0.03 percent-three hundredths of a point-in the Consumer Price Index as well
as $150-$250 million more indirectly.

The simple fact is that if sugar producers succeed in getting higher price sup.
ports for their products, millions more will be added to consumer costs and the
nation's economy will be further damaged by inflation.

Let's look at the rationale for pushing sugar prices up. Growers say that while
some 11 million tons of sugar are consumed In this country each year, only a little
more than half is produced domestically. The U.S., they say, must prevent foreign
producers from creating a "sugar OPEC" by boosting already generous govern-
ment price supports higher.

At the present time, domestically produced sweeteners, both sugar and corn
account for around 70 percent of the sweeteners distributed in the nation. Im-
ported sugar accounts for the remaining 30 percent.

USDA estimates that imports in 1978 were around 4.6 million tons--nearly the
smallest in over a decade. Imports account for a much smaller percent of total
sugar distribution than in recent years.

During 1974, sugar prices soared and domestic sugar producers reaped huge
windfall profits. After tax profits of the nation's largest sugar producers, the
V.S. Sugar Corporation, Jumped from an average of $7.2 million a year in the five
year period 1968-1972, to $16 million in 1973, $37.8 million in 1974 and $57 million
in 1975.

Unwilling to protect the sugar industry when prices were going through the
ceiling, Congress--at my urging-killed a proposed extension of the 40 year old
Sugar Act in 1974. A year after Congress' action went into effect, the U.S. Sugar
Corporation profits fell to $17.7 million, still more than its 1967-1972 average.

The price of sugar in the grocery store also fell dramatically.
Needless to say, the stakes are high. At issue is legislation that will affect the

structure of the $11 billion a year sugar industry, the economics of some 30 foreign
sugar exporting countries, the jobs of sugar refinery workers and the profits of
large companies.

It will also affect tP- pocketbooks of all Americans. Sugar is a basic ingredient
in many processed ft, °dr-it is the leading food additive in the United States-
today. If the price of sugar goes up, the price of sugar containing products alsor
goes up.

The list of food items that contain sugar is pervasive. For instance, Heinz
Tomato Ketchup contains 29 percent sugar, ice cream 21 percent, coffeemate 6.5
percent, a hershey bar 51 percent, Wishbone Russian Dressing 30 percent, Coke
10 percent and Quaker 100 Percent Natural Cereal 24 percent.

All told, each one of us consumes an average of 100 pounds of sugar a year.
The issue of raising sugar price supports is a classic example of special interests

pushing for a proposal that will hurt American consumers across the country in
order to benefit a few.

If Congress is not able to stand up to this test, then surely efforts to hold the line
on other inflationary measures will not hold up down the line either.

The 90th Congress was elected with a clear mandate to hold down inflation and
bear down hard on unnecessary government spending. The defeat of the Sugar Bill
will give us a real opportunity to prove to our constituents that we heard their
me.sage.

I am confident that we will meet that test.

Senator MfATSITNAGA. Our next witness is the Director of Economics,
Policy Analysis and Budget, Department of Agriculture. Mr. Howard
Hjori.

WVe would be happy to hear from you, Mr. irjort.

STATEMENT OF HOWARD RIORT, DIRECTOR OF ECONOMICS, POLICY
ANALYSIS AND BUDGET, DEPARTMENT OF AGRICULTURE

Mr. 1ITORT. Mr. Chairman. I appreciate the opportunity to present
the administration's views on S. 463. the International Sugar Stabili-
zation Act of 1979. 1 have a somewhat more detailed statement that,
with your permission, I would like to have inserted in the record, and
sununarize it for you.
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Selnator . Without objection, it is so ordered.
Mr. IlJor-r. Thank you.
Before directly golngt to the bill itself, I would like to note for the

record that the administration's position is not only the product of
rather intensive discussions within the executive branch, but of in-
telisive discussions. held earlier, with all elements of the sweetener in-
(lustiv in tle lited States.

The statement that I have prepared for the record contains a review
of the current situation. I believe that review amply demonstrates the
lieed for legislative action and the need for action soon.

Coming to the provisions of the bill, title I would authorize U.S.
parl icipat ion in ti lie I international Sigar agreement once that agree-
meint is fully ratified. We fully support that objective and we support
the pron-isios of title I with only minor amendments.

"'lie report to Conigress required in section 105 largely duplicates in-
format ion now reported regularly in the Department's regular report-
ine process and so we would like to see that section changed to avoid
t lhe reqiieiincint for duplicat ire information.

Title II contains a provision authorizing a domestic sugar program.
It ailt loiizes a sugar price sui)port 1)rog'ain beginning with the 1978
cro). "I'le price object ive would be achieved by loans, fees and duties
aii hocal 7 suo1as.

S. 463 would require a market price objective of 17 cents for 1978
and the market price objective would escalate according, to a formula
for subsequent years.

The administration will not Sul)l)ort provisions that increase the
,'11.t 111i, price objective for 1978 above the er'rent 15 cent level that was

a.,.,ee(d upon after the cOlnJ)romnise bill failed to pass at the end of
the last session.

F4 further. the administration would not support provisions for 1979
that req-luire a market price objective above 15.8 cents per pound.

If the Congress decides to authorize payments, the administration
will accept a payment of up to half a cent per pound for the 1979 year,
bringing the total support in that year ti) to 16.3 cents )er pound.

WeV believe that the formula in" S. 463 used for adjusting prices in
Liter years is too rigid. We are concerned about provisions that de-

-termine prices entirely through a formula based on cost of produc-
tion-in this case, one'that includes land costs, without any flexibility
for the Secretary to adjust prices in the event that sugar policy ob-
jectives are not being met.

The sugar policy objectives that the administration supports are
first, to assure the economic viability of the domestic sugar indlistry
and, second, to stabilize sugar imports at recent historic levels. It IS
our objective that the increase in domestic sweetener requirements be
met by domestic sources and that we essentially stabilize the flow of
imports. be they raw or refined sugar.

We believe, therefore. that the Secretary should have the flexibility
needed to accomplish those basic objectives and we are somewhat con-
corned that a precise formula may not, in fact, enable their realiza-
tion. Furthermore, S. 463 would have a major inflationary impact
compared to the administration's proposal. It is estimated that the
cost to consumers would be $570 million more for sweeteners in the
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1978 supply year and that the cost in subsequent years would be, on
average, about $860 million above the administ ration's proposals.

Those estimates refer only to the direct cost of sweeteners, the total
inflationary impact, very likely, would be in excess of that amount.

I want to make four additional points. This provision, the measure
before you, would prohibit the imports of reined sugar except under
very special circumstances. The administration prefers to limit im-
pots of refined sugar in the same manner as we limit raw sugar
Imports.

We agree with the measure before you that the first line of defense
should e the use of duties and fees to protect the domestic price objec-
tive in the United States, which at the present time is far above the
world price.

The administration will. sup port the authorization of quotas as long
as they are clearly understood to be on a standby basis and to be used
if, an(a only if, the duty and fee system fails to protect the domestic
market price.

We believe that sugar legislation that passes the Congress should
include farm labor provisions. The administration believes that the
rights and earnings of sugar industry workers should be protected,
and we propose that the base wage rate for workers in sugar supply
year 1979 at $3.20 an hour if the total support is 15.8 cents, and a
l)roportionately higher wage rate-about $3.30 an hour-if the total
support of 16.3 cents, including a half-cent payment, is authorized.

We recommend that the wage provisions be the responsibility of the
Secretary of Labor. Ile has the administrat ive apparatus and the ex-
lertise to sUlpervise such a prog 'am, eisistent with national labor
policy. It would be wasteful duplication for the Department of Agri-
culture to administer that provision.

S. 463 would mandate a sugar price support loan program for the
years 1979 through 1981, between 52.5 percent and 65 percent of parity.
rlie administration will support a provision that authorizes or directs
the Secretary to operate a loan program as long as that loan level is
not in excess of 89 percent of the market price objective.

The administration will not support a mandatory loan program
with loan levels of between 52.5 percent and 65 percent of parity.
Also, we recommend that sugar legislation expire at the end of the
1981 sugar supply year. coincidental with the termination of the Food
and Agricultural Act of 1977.

Mr. Chairman, I have brought with me today the report that was
requested by the committee on S. 463. 1 would request that it be made
a part of the record.

Senator MATSUNAGA. Without objection, so ordered.
Mr. I.TORT. And finally, Mr. Chairman, I agree that the failure to

agree on the sugar bill last year has had very negative domestic and
international impacts. We have all been working hard between then
and now to develop a position that all can support, even though
that means all must compromise.

We are much closer to agreement now than we were last year, and I
take that to be a positive sign.

We agree with your objectives, .1 believe, and we would like to work
with you to develop a bill that can be passed and signed into law
early this year.
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Thank you.
Senator MATSUNAGA. Thank you very much, Mr. Hjort..
The administration's position" is clear. There is one question I have

for the record. Is it the position of the administration that it will not,
under any circumstances, support a market price in excess of 15.8
cents per pound?

Mr. HJoRT. For the 1979 crop-year, yes. sir.
Senator MATSUNAGA. What about subsequent crops?
Mr. IIJORT. What we would prefer is to have an annual determina-

tion of the market price objective for subsequent years, with that
annual determination based very heavily upon cost of production,
which, by the way, is the only factor that is in the bill before you.

But we would also prefer to have some degree of flexibility on the
part of the Secretary to adjust the level indicated by changes in the
,cost of production in case we are not accomplishing the basic pur-
poses of the act.

By that, I mean, if we were to find ourselves with imports rising
and domestic sugar production declining under the provisions of
this formula, we believe the Secretary should have the authority to
increase that total support level, and thereby encourage domestic
production Ca.d capturing the growth in the domestic sweetener
market.

Alternatively, if we find ourselves in a situation where imports
were persistently declining, we would support some flexibility to re-
duce the formula price objective to again accomplish the basic pur-
poses of the act. We would maintain the same posture with respect
to the direct payment. We will accept a direct payment of up to a
half-a-cent.

Senator MATSUNAA. With the. half-a-cent direct payment plus
the 15.8 cents market price, the return to the grower. of course,
would be 16.3 cents. That is what those who represent the growers
are most concerned about.

They would, however, prefer that the total return of 16.3 cents come
out of the marketplace rather than out of the taxpayer. Inasmitch
as the consumer would also be paying the half-a-cent under the admin-
istration's proposal, in effect the consumer, as a taxpayer, would be
paying 16.3 cents a pound.

Now, then, why does the administration object to taking the full
16.3 cents, as proposexl, out of the marketplace?

Mr. IORT. Mr. Chairman, it is, in fact, more inflationary to get
the 16.3 cents out of the market. It does not really make much differ-
ence on the sugar account alone if producers obtain part of it in a
payment from the taxpayer or if they obtain it from the market.. But
if you have the higher market price, it, will influence the price of all
sweeteners-not only sugar-and so therefore, the cost to the con-
sumer is less on the total account under a payments program than
obtaining the same return to the producer through the market price.

Senator MATSUNAA. Of course, reasonable nien will differ with
You.

Senator Wallop?
Senator WALLOP. Mr. Hjort, talking about the inflationary effect,

has the administration calculated what the influence would be on the
Cost-of-Living Index from quota fees versus direct payments?
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MTr. IIJORT. Yes, we have, and I believe that there is an estimate in
the report which we have brought to the committee today. I do not
have a copy of it in front of me at the present time, but I believe a
payment of a half-a-cent per pound would be on the order of $60
million or so and if one applied a half-a-cent payment to all sweetener
consumption in the United States, then it would be more on the order
of $150 million in increased costs to sugar users.

Senator W'Aop. The reason I asked, one can fling around the
figures on inflation and terrify consumers. The plain statistical fact
is that the average per capita consumption in the United States is
about 100 pounds, and that would mean $1 cost per consumer in
America.

When you take a look at how much an automobile goes up or a pair
of socks goes up in that same period of time, I quest ion if these figures
are not a little unfair in terns of terrifying l)eople away from the
policy.

Mr. ILTORT. I do not know of any inflationary increase that one can-
not translate into a relatively few cents.

Senator WALLOP. One can, but the administration's direct payments
policy will add to the deficit when you could be subtracting from the
deficit. One may be able to balance'those, two things at the same time
and come out with figures that were at least as substantial.

What do you reckon tile cost of sugar production to he now?
Mr. iLJORT. We do not have good information on costs.
Senator WNALLOP. You are the Department of Agrictitire. GAO

has a firgure that indicates a 17.5 cents cost of 1)1odu.(ti(m. Is the GA(o
now in the business of figuring out the cost of production of sugar and
the Department of Agriculture not'?

Mr. IJo RT. The GAO requested to provide a report to time Con-gress by the Congress. That organization exists for that pupose. Iutto do so, they used the information that was available to tie l)epart-
ment of Agriculture.

What part of the country was there particular reference to .
Senator ll Ai~op. The GAO rel)ort was nationwide, a general aver-

age on beet production.
Mr. IJeiT. That is not my understanding.
Senator WALLOP. The other interesting part of this problem is that

you do not have figures on the cost of production in the Department of
Agriculture, yet you are testifying that the Department, will be guided
by the cost of production in determining the market price in future
years. When will the USDA get into the business of determining tile
cost of production?

Mr. IJORT. We do have the most comprehensive data on cost. They
are by no means adequate and we have requested in the administra-
tion's bill that we be directed to conduct a more comprehensive cost
survey.

Senator WALLOP. Do you have to be directed to inquire? What is the
mission of the Department of Agriculture?

Mr. HJoRT. The missions of the Department range from resources to
rural development to consumer food programs to international food
assistance programs to farm programs.

Senator WALLOP. Do you have to be directed to do all of those things
individually?
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M11r. JORT. The only things that we do are those that we have
been directed to do and for which funds are provided by the laws of
the land.

Senator WALLOP. And the general health of any segment of agri-
culture and the cost of production is not part of your directive?

Mr. MJORT. As I say, we have been conducting cost of production
studies. We believe that they are deficient. We believe that we need
additional information, particularly on the cost of processing beets
into sugar, on the cost of milling cane into raw sugar, on the cost of
refining raw sugar and turning it into a refined product, and on deter-
mining costs of producing fructose.

Senator VALLOP. Why should the taxpayers' money in a payment
program be used rather than collecting noney from subsidized im-
ports? Would it not be logical to have consumers pay the cost of the
program. If Americans are of the type that do not consume sugar, why
should they be asked to pay for sugar supports?

Mr. HJORT. You are asking why should we have a price as high as
we have?

Senator W .ALroP. I am asking why should the taxpayers' money be
used in supporting the sugar industry causing them to subsidize con-
sumers in addition to farmers? Why should it just not be an arrange-
ment between those who consume sugar and those who produce it.
Why should everybody else be dragged in to support the industry?

'Mr. HJORT. I think that would be fine. I tmnk our situation is.
though, that the world price, as Senator Church noted, is 8.5 cents
and we are trying to protect a domestic market price of 15 cents a
pound which is sharply above the world.

The only way we know of doing that is to have a system of duties
and fees that bridges that gap and keeps our domestic price sharply
above the world price.

Senator WALLOP. That is not the only way of doing so. It is the way
you have chosen, but it is not the only way. The bill introduced by
Senator Church suggests another way. Is that not correct?

Mr. HJORT. NO. I believe the bill would authorize basically the use
of duties and fees.

Senator W1ALLOP. There are two ways.
Mr. Hjorrr. That is what we are using.
Senator WALLOP. You are suggesting that there be a payment to

sustain the producers as well ?
Mr. HJORT. No. I think you should review the administration's posi-

tion very clearly there. We are saying that if it is the will of the Con-
gress to authorize payment, the administration will accept, a payment
of up to a half a cent a pound. If the Congress does not desire to
provide thit, then we will support a 15.8-cent market price.

Senator WAr,LoP. Are you using your present authority to assist the
industry to the fullest extent?

Mr. HJORT. Pardon?
Senator WALLOP. Is the Government using its present authority to

assist lie industry to the fullest. extent?
Mr. Iljoirr. We are essentially so, to my knowledge, geared to the

15 -ciit, market price objective. However, if you are asking if we have
t~w fee at the maximum authorized by law, the answer is no-. According
to the proclamation and its calculations, one need not have the fee at
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the maximum at the present time to protect the domestic market price
objective of 15 cents.

Senator WAIJ.oP. It is In, understanding that this 2.5 million tons
of s1igar under a loan are a ready forfeited in the Commodity Credit
Corporation. I fow would the, forgiveness of interest help the situation
and will not that sugar in stock depress market prices even further ?

Mr. HJORT. We have, at the present time, about 180.000 to 190.0I0
tons of sugar in CCC ownership. That larger figure that you were
referring to-while it sounds on the high end of anything I have
heard-may include the total amount of loans outstanding on the
1978 crop. Those loans have not matured yet.

If the legislation that we are requesting is passed, we should be able
to move the sugar in CCC ownership back into the market and with
the requested authority to be able to waive interest, if necessary, we
should be able to see to it that those who own that sugar move it into
the market on an orderly basis so that we are not in a situation of
having imports at an abnormal level while sugar is being moved into
Government ownership and then sold which, again, would disrupt
patterns of trade.

Senator WALLOP. I believe that is the problem with the. whole direc-
tion that the administration is taking. How much would it cost the
Government, and the taxpayer, to hold these stocks?

Mr. JIJORT. On the amount of sugar we now have in place?
Senator WALLOP. I think you will agree that the likelihood of re-

deeming the remaining tonnage of that 2.5-million-ton figure is very
small.

Mr. hliljrr. Most of that will be redeemed if the Congress provides
legislation. If they do not, of course, yes; we will end up with a lot of
that. sugar. But if the Congress provides legislative authority-and I
would hope. that they would do so soon-and particularl;, if they
authorize the waiver of interest, there is no real reason why that sugar
need come into Government hands. We do not want it to come into
Government hands.

Senator WALLOP. Thank you.
Senator MkTSUNA GA. Thank you very much, Mr. Hjort.
Mr. I fIoRT. Thank you, Mr. Chairman.
[The prepared statement of Mr. Hjort follows:]

STATEMENT BY HOWARD W. HJORT. DIRECTOR OF ECONOMICS. POLICY ANALYSIS
AND BUDGET, U.S. DEPARTMENT OF AGRICULTURE

I appreciate this opportunity to present the Administration's views on S. 463.
This hill has two main purposes. Title I would authorize U.S. participation in
the International Sugar Agreement and provide the necessary authority for the
President to carry out the obligations of that Agreement.

Title II would authorize a domestic sugar price support program at an initial
support level of 17 cents per pound, raw value, for 1978. Domestic prices would
he achieved and maintained by use of a mandatory price support loan program
with loans between 52.5 and 65 percent of parity, and by use of fees and duties
and quotas on imported sugar. Duties would be adjusted quarterly and within
EIurters in order to maintain the domestic market price of sugar at the market
price objective. Quotas would be imposed if the Secretary determines that special
import duties are not resulting in the price objective for the sugar supply year
Ibeiv achieved.

Title III contains various administrative provisions.
The Administration supports the provisions of Title I, and suggests minor

amendment. We would, however, suggest substantial changes in the provisions
14 079-79--1 ..
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in Title Ir. However, before discussing the sections of your bill, I want to take
a few minutes to discuss the current situation we face with regard to sugar.

To be brutally frank, the situation is critical.
World sugar prices are depressed. They remain below production costs for

even the most efficient producers. Moreover, world stocks are in record proportion
to the annual consumption requirement.

The International Sugar Agreement (ISA), designed to bring much.needed
stability to the world sugar market, Is still not fully operative. The United States,
one of the nations instrumental in formulating this agreement, still has not
ratified it. By letting this situation continue, we seriously jeopardize the world
surar market, our relations with the other signatory nations and the survival
of the agreement itself.

We participated actively in the negotiation of the ISA. It offers the best hope
for moderating the extremes which have characterized the world market.

Our commitment to the ISA represents a policy of approaching world sugar
problems together with the other sugar producing countries, rather than shifting
the burden to them. Our failure to implement the ISA would strain our relations
with the more-than-50 other nations which have already signed. Many of these
are developing countries; those which would feel the Impact most strongly are
Latin American countries.

Failure to ratify would almost certainly result in the agreement coming apart.
In the near term, a weakening of the ISA would result in a significant decline
in the sorely needed foreign exchange earnings of developing nations.

Moreover, with a sudden release of the already-accumulating ISA stocks, con-
ditions In the world sugar market would further deteriorate. Over the long-term,
the price-moderating potential of the ISA would be lost. The world could face
the devastating sugar price cycles once again with extremely low prices some
years and very high prices In others.

Our domestic sugar program faces serious problems.
While we have had a 15-cent market price objective since January, the world

price plus duties, fees and other costs of bringing imported sugar into the U.S.
did not reach 15 cents until February 9, as excess supplies limited the ability of
current fees and duties to protect the 15-cent price objective. Furthermore, if
world prices were to fall much below this winter's levels, we do not have the
authority to adjust these fees to the level necessary to achieve that price objec-
tive.

Low market prices, the Congressionally-mandated minimum loan level of 14.73
cents for 1978, and the current 7-percent interest charge on these loans. make it
more profitable for many processors to forfeit than redeem 1978-crop sugar under
loan. The Commodity Credit Corporation (CCC) already owns $51.8 million worth
of 1977-crop sugar; that total could exceed about $55 million. We expect nearly
$.8MO million worth of 1978-crop sugar to be put tnder loan and some of that will
also be forfeited unless the market price increases or new legislative authority
is obtained.

A result of this situation is that domestic users find it more profitable to use
imported sugar while domestic sugar is going into government ownership. When
the CCC sugar is subsequently sold, imports will be displaced. In both cases, un-
necessary and unwise economic dislocations result.

Some CCC-owned sugar will go out of condition this year and will be sold at
a loss. The rest will not be sold until the market price rises above the current
market price objective.

While the 1978 loan program supports prices and Incomes for sugar producers,
it offers minimal wage protection for sugar workers. Only producers who use the
loan program are required to pay above minimum wages, and there is inadequate
provision for enforcement of even the existing minimum wage standards.

The January planting intentions report indicates sugar beet acreage will be
reduced 11 percent in 1979. The Colo-Kan farm coop will close its plant in Colo-
rado. The U&I sugar company has announced its intention to cease operations in
four sugar beet plants in Utah, Idaho and Washington. The two in Washington
may operate in 1979, and some acres in Idaho will qhift from the closed factory
to another close by, so the decline in sugar beet acreage Is expected to Ine some-
what less than indicated in January. But it will lie down. Several small cane
mills have closed in Louisiana, although 1979 sugarcane production is projected
to be slightly above last year.

Throughout the last session of Congress and since, we have been earnestly
pursuing an agreement among sweetener interests for a legislative proposal to
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establish a workable sugar program. The areas of agreement have broadened
very significantly. And, while the sugar policy recently announced by the Admin-
istration will not please everyone, 1 believe it has wide acceptance and support.
1 want to briefly touch on its principal elements.

It is the policy of this Administration to support a viable domestic sugar
Industry. That means fair support levels for sugar producers. We propose a do-
mestic market price objective for 1979 of 15.8 cents per pound. The Administra-
tion will accept a measure that authorizes payments of up to one-half cent a
pound. However, we will not accept a domestic market price objective for 1979
in excess of 15.8 cents.

The Administration sugar program is designed to equitably protect the eco-
nomic interests of all those affected-the sugarcane and sugar beet producers,
processors, refiners, users, consumers, and exporting nations-and is consistent
with the provisions of the ISA. It is a sweetener policy which is balanced and
fair from a national and international perspective.

We believe stabilizing imports at recent historic levels is a straightforward
means of undergirding both our domestic and international objectives. This im-
lilies sugar imports in the 4.8 to 5.2 million ton range (exclusive of imports from
Puerto Rico, which are covered by the U.S. sugar program).

We believe the rights and earnings of sugar industry workers must be pro-
teeted. Fair wage standards are a long tradition in sugar legislation. These simply
eamure that workers will enjoy the same protection of Income and comparable
iNereawses accruing to growers and others In the industry. We propose a base
wage for sugar workers in sugar supply year 1979 of $3.20 if total support is
15.S cents-and a proportionally higher wage base if total support is increased.

While S. 463 wouhl accomplish many of these objectives, it would use a very
different approach than that proposed by the Administration. It would, we
helieve. have very different results.

For the 1978 sugar supply year a domestic market priee of 17 cents is pro-
v idtd. For 1979 and suceeding years, the price objective is increased by an Index
ha-.ed oi the relationshil) between two moving averages of the cost of sugar
produhlct ion.

The prie objective is to be achieved by a niandatory loan program with levels
JilwAen 52.5 and 65 percent of parity, and special import duties and by quotas
if ians and duties (1o not effectively maintain the market price at the level
of thie price objective.

The provisions regarding 1978 pose a particular problem. First, the Adminis-
tratimi believes legislation should become effective with the 1979 crop, not 1978.

When no legislative solution could be achieved, the Administration, after
,onsuitation with Congressional leaders, moved to establish a market price objec-
tive of 15 cents, using existing authorities to protect the price support program.
Umler these authorities, fees will continue to be adjusted--quarterly and within
ituarters-to realize the price objective. The Administration will oppose any
iicr e;1se III the 15 cent domestic market price objective for the 1978 crop. Second,
because the legislation would lie effective 30 days after passage, and because it
wuiild require special duties that would lead to a 17 cent average price for the
1978 sugar supply year, a price of as much as 23 cents would be required for
the lIst quarter In order to average 17 cents for the year, assuming the legislation
p.lassd by June 1 and went into effect July 1 for the 1978 crop. An increase of
that dimension would likely lead to major market disruptions.

Based on current estimates, the provisions of S. 463 would lead to a 1979
market price objective of 18.3 cents and prices in 1980 and 1981 of 19.8 cents
a.d 21.4 cents. The Administration will not support a market price objective
for 1979 above 15.8 cents per pound. In addition, the Administration will accept
a provision authorizing a small direct payment of up to one-half cent per pound
if the Congress authorizes such support.

The Administration will not support provisions that determine prices for
19-1-P and 1981 by formula based on changes In costs including land costs but
without any flexibility for the Secretary to adjust total support levels in the
event sugar policy objectives are not being met.

There are three maui reasons for this position. The first is that we do not
have adequate Information now on cost of production, and the Secretary must
have flexibility to adjust prices in later years if the 1979 estimates turn out to
lie too high or too low. Second, both the very high level of the prices in S. 463
and the Inclusion of land prices in the basis for later price adjustments make
S. 463 an inflationary bill. It would lead to domestic sugar prices that are, on
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the national average, well aiove 1tle national average cost of producing sucar.
Third. such high sugar prics wonlul lead to rapid increases in ithe production
of loth domestic sugar and high fructose corn sirup and they would lead to
rapid increases in land price,; and prices of other production inputs. They would
lead to rapillly declining imports and(] serious Iroldems for our sugar trading
l';irtners wiho depend on stable 1'.S. sugar markets.

S. 4(3 would have a major Inflationary impact. Compared to the Administra-
tion proposal, it would cost consumers $570 million more for sweeteners in 1978
In the three years 1978 through 1981, It would cost consumers, on the average.
tn additional $Sif) million above the Administration proposal. And, these esti-
mates consider only direct costs of sweeteners. The total inflationary Impact
would lie even greater by the time all appropriate price impacts were accounted
for.

The Administration proposal would link total supports to the national average
cost of production for sugar. S. 463, on the other hand, would lead to sugar
prices well above the national average cost of production, and would result in
returns to sugar producers In excess of costs of around $300 million per year,
on the average, for the years 1979 through 19S1.

The very high domestic sugar prices would result in not only sharp increases
in domestic sugar production and domestic production of other caloric sweeteners,
but sugar imports would be expected to decline from the historic levels of 4.8
to 5.2 million short tons annually (exclusive of imports from Puerto Rico which
are covered by the domestic sugar program) to around 3.5 million short tons boy
1981. Our sugar trading partners would certainly regard such a curtailment of
imports as a serious matter, and would be expected to pursue appropriate
remedies under the ISA. If no relief were forthcoming, the future of the ISA
would le expected to be in serious question.

Because the price objectives in S. 463 are determined entirely by formula
after 1978. there Is no discretion for the Secretary to adjust prices in the event
that the objectives of the program are not met.

We recommend a different approach. We propose that the purposes of the
program be plainly spelled out. These are first, to assure the economic viability
of the domestic sugar industry, and second, to stabilize sugar imports at recent
historic levels. The Secretary should be specifically charged with the achieve-
nent of these objectives, and given the authority to achieve them.

We would agree to a provision authorizing the Secretary to operate a price
support loan program at a level consistent with the market price levels
established.

The Administration will not accept a provision mandating a loan program for
sugar at 52.5 to 65 percent of parity. We believe the loan program should be
iased on the market price objective rather than on a parity index. The imposi-
tion of fees and duties should be the principle mechanism to support domestic
sugar prices rather than reliance on a price support loan program for that
purpose. Moreover, a loan program mandated at this level runs a very high
risk of accumulating substantial amounts of CCC-owned sugar which the govern-
ment cannot sell and which would lead to large budget outlays by the government.

It is the position of the Administration that sugar legislation should al.so
contain farm labor provisions to be administered by the Secretary of Labor.
We recommend the Inclusion of such provisions in S. 463.

Mr. Chairman, we have forwarded a more detailed report on S. 463 as you
requested. I request that it be included in the record.

Mr. Chairman, I believe our failure to agree on a sugar bill last year has
had very serious negative domestic and international impacts. We have worked
very hard to bring together all the interested sweetener industry representatives,
together with consumer, labor and other representatives to develop a position
all can support, even though that means all must compromise. We are much
closer to agreement now than we were last year. and I take that as a hopeful
srign. We agree with your objectives, I believe, and we would like to work with
you to develop a bill that can be passed and signed into law early this year.

Senator 'MATSUrXAOA. Next, we have V J)anel of witnesses consisting
of Mr. Dallon Yantze, vice president and general manager, Florida
Sugar Cane league: Mr. Robert H. Hughes. director. Ihawaiian Sugar
Planters Association : Mr. P. ,J. de Gravelles. .Jr., pisident, American
Sugar Cane Leaglle.
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We would be happy to lhear from the panel. I alin especially de-
lighted that Mr'. I lUghnes is with us, after having travelled 5,000 miles
to be here. You may proceed.

STATEMENT OF ROBERT H. HUGHES, DIRECTOR, HAWAIIAN SUGAR
PLANTERS' ASSOCIATION

MIr. IUc;.IIIs. Thank you very nImuch, Mr. Chairman and members
of the committee. Mlv naiie is Robert I. I luglies, and I am a director
of the Hawaiian Sugar Plaiters' Association. I appear here today on
blialf of that association. I would like to speak first to a few charac-
te eistics of the I lawaiiall sugar iiii tustr\ ai(l its (conoiciC iml)oitance
to the State of Hawaii. A more detailed treatment is contained in
exhibits 1 aiI(1 2 attached to the formal statement.

Annual Iawaiian sugar pro(luction from a 2-year-old sugarcane
crop is approxiiiiatelv 1 million tons, about 10 1;erceiit of tile U.S.
sugar requirements. 'nle industry einil)hoys approximately 9,000 year
roud and another 20.000 jobs are deI)eii(lecit upoi) the sugar industry,
or about S percent of the civilian employment in the State of Iawvaii.

All Hawaiian sugar must be shipped at least 2,400 miles to the
nearest refinery at a heavy cost for transportation. The Hawaii econ-
oiny is more dependent on its income from sugar than any other State
in the Nation. Extensive searches over many years have not been suc-
cessful in identifying economically viable alternative crops for
Hawaii's sigarcane land. 'l'hu, (i.,liearance of t lie sugar itidustrv in
Hawaii would cause the unemployment rate in some of the counties
to increase to a range of 35 percent to 56 percent, and the State unem-
ployinent rate to increase to about 15 percent.

The sugar industry is presently supplying a significant part of the
public electric energy requirement from its biomass energy fuel,
which allows major savings in l)etroleum. The economic jeopardy of
the sugar industry in Ilawaii was recognized by the International
Loiigshoremanis and 1'areholisenita's I nion in the recently con-
cluded labor agreement. The l1awaiian sugar industry believes it is
in the national interest to maintain a viable, domestic sugar industry
in this country. The following positions are offered on pending sugarlegislation.

First, with resl)ect to the domestic price objective, it is recoin-
mended that a target price objective be specified no less than the
average cost of )roduction in the United States. The present objective
of 15 cents per pound is below the )resent average cost of production.

WAe urge that the U7SDA undertake studies of the cost of production,
and that the target price objective be established proportional to the
cost of production within a miaximumin of the guidelines of the anti-
inflation program.

Second, with respect to Iay'nents to producers, Htawaii strongly
advocates achieving a )rice objective in the marketplace; that is,
without Government subsidy payments. Our farming is a capital in-
tensive enterprise. As such,'only large, integrated operations offer a
reasonable opportunity to be economic.

Small farmers and' family farms cannot exist in Hawaii without
the presence and the stability of the large producers. Consexuently,
p)ayments to Hawaiian producers would be large. Payment limitations
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would cause an extraordinary inequity and economic discrimination
to all sugar producers in the State, both large and small, and that a
significant competitive advantage would be provided to other sugar-
producing areas. Total revenues would be drastically reduced for small
and large producers.

Third, Hawaii urges the use of special import fees as a means of
achieving the target price objective, and authority should be provided
to limit imports as a backup mechanism for maintaining the price
objective. With respect to refined sugar imports, raw sugar prices are
directly affected by the importation of refined sugar and Hawaiian
industry strongly advocates that authority to limit refined sugar im-
ports be included in the proposed legislation.

Fourth, Hawaii believes that it. is al)propriate for the sugar Ie,:i -
lation to include farm labor provisions and recommends that the
specified wage rates bear an appropriate relationship to grower returns.

Thank you very much, Mr. Chairman.
Senator MAThUNAGA. Thank you very much, Mr. Hughes. I certainly

appreciate your statement.
Your prepared statement, of course, will be included in the record

as though delivered in full.
Mr. HoHos. Thank you, Mr. Chairman.
Senator MATSUNAGA. I appreciate your keeping within the time

limit.
Mr. de Gravelles?

TESTIMONY OF P. J. DE GRAVELLES, JR., PRESIDENT, AMERICAN
SUGAR CANE LEAGUE

Mr. DE GRXRvErxS. Mr. Chairman, I am P. J. de Gravelles. I
am from Louisiana, and we do know Senator Long right well. We are
extremely proud of Senator Long, and I think the United States is a
much better country because of Senator Long.

Senator MATSUNAA. You statement will appear in the record.
Mr. D GRAVELLFS. Thank you, sir.
lie did express to me his regrets that he, would not be able to be here

today and ask that I convey that. message to the other people who are
testifying today. I am proud to sit here with two of my colleagues, one
from Florida, one from Ihawaii. This indicates that the domestic sugar-
cane growers and processors and the domestic sugar beet growers and
refiners have remained united in our efforts to secure fair and reason-
able sugar legislation.

MNr. Chairman, with your permission and in the interests of time, if
my entire statement could be submitted for the record, and I would
just summarize.

Senator MNATSUNAOA. Without objection, it is so ordered.
S1'. Dn GRAVELSEs. Thank you. sir.
The American Sugar Cane Leane. of which I serve as president,

supports the principles embodied in S. 463 and we congratulate Sen-
stor Long, Senator Church. and you. Senator Matsunata and the other
sponsors of the bill for their efforts to write a bill that achieves a rea-
sonable compromise among the various groups interested in sweetner
legislation.

The Louisiana sugar industry alone lost five sugar factories and 9
percent of its acreage after th'e 1977 crop, due to low sugar prices.
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Within the last few days, two more Louisiana factories, Valentine and
Billeaud have decided to close. Southdown Sugars has also decided
to close Greenwood, its last factory. There have been attempts to form
a farm co-op to operate Greenwood, but they have not been successful,
as of this time.

We think the U.S. consumers need a viable domestic sugar industry
to insure a dependable Sul)ply of sugar. The effects of the current prices
in Iran and our oil supply and the recent unsuccessful natural gas
negotiations with Mexico showed us the dangers of dependence on for-
eign supplies of foreign commodities.

In my testimony last year, Mr. Chairman, before the House Agri-
culture Committee, I related how undependable at times foreign sup-
plies of sugar were. We depended upon the Philippines before World
War II and during the 5 years 1943-47 we received no sugar from the
Philippines.

Brazil became a major supplier of sugar to the Tnited States in the
1960's and by 1974, shipments to us had grown to 783,000 tons. In 1976,
we received no sugar from Brazil because of damaged crops and other
reasons, so that indicates that foreign sources of sugar are not always
dependable.

Free trade, which is a figment of theoretical economists' imagination,
does not exist in the real world. What we must start to achieve is fair
trade.

Unregulated competition from foreign sugar producers is unfair to
U.S. producers, because foreigners do not l)lay by the same rules that
we do. We pay wages 10 times as high as those 1)aid by many foreign
sugar producers and we spend much money on strict water and air
pollution controls, and also we have to comply with Occupational
Safety and Health Act regulations. Man- foreign governments sub)-
sidize and determine the size of their sugar industries without regard
to the usual economic factors.

A domestic sugar industi-y is needed to continue the employment of
many thousands who are engaged in the production and processing of
sugarcane and sugar beets. We also think that tme balance of trade of
the United States is worsened by the importation of foreign sugar.
In Louisiana and other areas, sugarcane is the best suited for our land.
The same thing stated by Senator Church, that condition also exists in
Idaho.

S. 463 will use import fees in quantitative restrictions and imported
sugar to prevent the dumping of surplus foreign sugar on the U.S. mar-
ket and it, would also implement the International Sugar Agreement.

The bill, as introduced, will increase the current price objective of
1.5 cents for the 1978 crop to 17 cents for the 1979 crop. This would
increase the cost of the consumers' total consumption of sugar less than
$2 per year and the proposed program would provide a net gain to the
Treasury.

The four important things that are essential in the legislation: one,
continuation of a loan program must 1e mandatory: second, a definite
triggering device to mandate adjustments and quantitative restrictions
on imported sugar should be included. The legislation should not ex--
tnd beyond the 1981 crop. The average daily price should represent
the actual cost of raw sugar imports to the buyer.

Mr. Chairman, I thank you for allowing me to be. here to present this
testimony today. We believe now is the time for President Carter and
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the members of his administration to follow through on the commit-
ment they repeatedly made to maintain a strong, viable domestic sugar
industry.

Thank you, sir.
Senator M1ATSUNAGA. Thank you very much.
Our next witness is Mr. Dalton Yancey. Mr. Yancey, we would be

halpy to hear from you.

TESTIMONY OF DALTON YANCEY, VICE PRESIDENT, FLORIDA
SUGAR CANE LEAGUE

Mr. YAN.c'Y. Thank you, Mr. Chairman.
I am here today to read a summary of the statement prepared by

Mr. Horace D. Godfrev for presentation before your committee and
request that it be entered in its entirely in the record.

Senator MATSU.NAOA. So ordered.
Mr. YANCYF. Mr. Godfrey" was unavoidably detained.
Mr. Chairman, my name is Dalton Yancey, vice president and gen-

eral manager of the Florida Sugar Cane League, and I present their
views along with the views of the producers in Texas this morning.

I)omestic sugar producers and first processors are in a critical situa-
tion. Legislation is urgently needed now. As you know, Mr. Chairman,
the 1979 crop is being harvested in your State. Current sugar laws do
not cover your 1979 crop. Furthermore, the promises made by the ad-
ministration have not materialized.

In October 1978, after failure of sugar legislation to pass Congress,
the administration proinised to use existing authority to achieve a mar-
ket price of 15 cents. Witnesses for the administration have testified
in the House that market prices have achieved this level. I tell you, Mr.
Chairman, there has not been a 15-cent market price for a single day
since the promise was made.

Sonm producers in Florida have been forced to place the sugar under
CCC loan and have achieved a net return of 14.98 cents per pound. In
order for this sugar to beI marketed and not placed under loan, the mar-
kot price must be in excess of 15.8 cents per pound to net producers the

ame amount. they would receive from the loan. The longer sugar stays
udeAr loan, the higher the market price must be. since the money bor-

rowed accumulates interest at the rate of 7 percent and storage costs
q re incurred. Other producers. who sold their sugar under a longstand-
ing, contract and were obligated to deliver at low market prices, have
been netting 14.3 cents to 14.4 cents for such sugar. In Texas, where
cane sugar occupies a very small percentage of agricultural land, pro-
ducers were forced to sell sugar at a low market price because they
could not afford administration mandated wage rates which would
have qualified them for price support loans. Texas growers netted
about 13.8 cents per pound.

IfMach has been said about cost, of production. A tudy made by the
TT niversitv of Florida indicates the cost of protuetion for 1977 crop to
be 15.79 cents per pound. Because of partical crop failure caused by a
severe freeze in Texas they are producing only 55 percent of their
crop. Therefore, cost. of production in Texas for 1978-79 -;ugar is in ex-
cess of 27 cents a pound. These figures indicate a price in the neighbor.
hood of 17 cents per pound would be justified.
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Other witnesses will use estimates more than 10 years old to con-
vince you and the public that the average cost of production in the
United States is 15 cents per pound. We endorse a mandated study on
cost of production so that accurate data will be available.

You iave been informed and we have been informed that the Presi-
dent will not sitn a sugar agreement with a price in excess of 15.8
cents, lie has further said he would accept legislation authorizin Ip
to one-half cent per pomnd payment if passed by Congress. Therefore,
we have no alternative but to accept what he will approve.

A price included in legislation like the President and his adminis-
tration promised is meaningless unless the legislation specifies and
mandates how price will be achieved. In late 1977, because of delayed
action by the administration on the de ]a Garza amendment and mis-
judgrluet by advance notice of increased fees, foreign producers
dh1li)ed into tie U.S. market, the largest amount of raw sugar ever
received d(uiring 1 month.

lit 1977, we importedl 6.4 million tons, about 2.2 million tons more
than the International Trade Commission, in two exhaustive studies,
said was needed. That excessive dumped sugar has long ago been mar-
keted through normal trade channels. This imported sugar replaced
lnit,,d States produced sugar, for that reason we have more than 2
million tons under loan. This sugar will be owned by the Government
minlc.zs the market price is increased and limits are set on imports to
create a viable market.

We have been told, and we believe it necessary for sugar legislation
to inclhlo sonie labor provisions and wage rates in order to be passed
by tile Congress.

Labor has been meeting with the domestic producers and frankly
their demands, if included in legislation. would close a large portion
of the sugar industry. We are willing to pay whatever wages we can
afford to pay, but with the price that the administration supports,
there is a liiit to how far we, can go and survive.

'Mr. Chairman, in closing, much has been said and will be said about
legislation being inflationary. The cost to the Treasury for propn-ed
sugar legislation would result in a net (ain to the treasury of approx-
inately $.540 million due to fees and tariffs paid on foreign sugar. Tihe
cot to consumers should he minimal because any increase in the price
of sugar cold easily be al)sorbed by the refiners, retailers. and in-
dustrial usels.

Senator M.'rsTXNAGA. Thank you very much, Mr. Yancey. As I uin-
derstand, Mr. Godfrey has had a detail in his family, and will you
extend nv deepest sympathy to him 

M r. YA.CEY. I will be gladt to.
Senator MATSUNAGA. Well, I thank you gentlemen for keeping

within the time liinit and I appreciate yoir statements. Your lengthier
prepared statements will be made a part of the record, and I must com-
mend you all for having made a good case for sugar. Thank you very
1l1u1cl.

[The prepared statements of le preceding panel follow :]

STATEMENT OF ROBERT 11. H1Ua1Es ON BEYTALF OF HAWAIIAN SUGAR PLANTERS'
ASSOCIATION

Mr. Chairman and members of the subconmmittee, my name Is Robert H.
lIngies. I am a director of the Ilawaitan Sugar Planters' Assoelation. Members
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of our Assoclation account for more than 95 percent of all the sugar produced
in our State. Exhibit I, attached to this statement, contains a brief description
of the Association and the sugar industry in Hawaii.

Prior to the introduction of any legislation at this session of the 96th Con-
gress, we attended a series of meetings on sugar policy conducted by officials of
the Department of Agriculture. There was broad participation by interested gov-
ernment departments and agencies as well as various segments of the domestic
industry, including consumers and users.

As a result of those meetings we joined with other producers and first proces-
sors of sugarcane and sugar beets in submitting to USDA on January 17, 1979,
a set of basic recommendations which we could all support as the nucleus of a
workable domestic sugar program, to complement the International Sugar Agree-
mnet. These recommendations had then and have now the full endorsement of
this Association. S. 403 would accomplish many of the objectives we seek.

NATIONAL SUGAR POLICY

For many years it has been United States policy to maintain a domestic
sligar industry capalle of producing a significant portion of our sugar require-
iients. Such a policy Is in the national interest because it avoids too great a
dependence on foreign suppliers. In his statement on May 4, 1977, to the Special
Representative for Trade Negotiations, President Carter stated: "I firmly be-
lieve that it is important to maintain a viable domestic sugar industry in this
country." This commitment is the basic purpose of the legislative proposals
being considered by this Committee.

IMPORTANCE OF SUGAR INDUSTRY IN HAWAII

Sugar production Is the major agricultural activity in Hawaii and the largest
su1pplier of export income in the private sector of the economy. The dependence
on sugar income in the State is greater than that in the sugar-producing states
on the mainland.

Sugarcane is grown on about 220,000 acres on four islands, comprising about
7., of the crop acreage of the State. Despite years of effort and millions of
dollars in research expenditures by the sugar industry and the State, no reason-
nile alternative use for this land has been found.

An analysis by Dr. Thomas K. Hitch, Senior Vice President, First Hawaiian
Bank, dated June. 1978, estimates that there are approximately 9,000 full time
equivalent employees In our Hawaiian sugar industry and over 20,000 non-sugar
joh. dependent on it. Thus approximately 30,000 jobs, or 8% of civilian employ.
meant, depend on the industry for their existence.

Dr. Hitch estimates that collapse of the sugar industry in Hawaii would
result in doubling of the unemployment rate to 15% and a double digit percent-
ae decline in State general fund tax revenues. Some islands would be harder hit
than others: on Kauai, where 96% of the crop land is in sugar, the unemploy-
ment rate would be 56%; on flawalil, 35%; on Maul, 36%. The report states:
'The conclusion is that the closing of the sugar industry would be devastating ti
the State's economy and would result in the almost complete collapse of the
neighbor island economies." In recent negotiations extending the labor contract
t'r one year, the union recognized the difficult financial plight of the llawaiai
'.m:t-ir industry. A copy of the Hitch report is attached hereto and marked
Exhibit II.

I should like to comment now on some of the important elements we think
should be included In new sugar legislation.

DOMESTIC PRICE OBJECTIVE

We favor a price level which will carry out our national sugar policy of nain-
taining a viable domestic sugar industry in this country. The price objective
should be no less than the average cost of producing sugar in this country. The
present support of the 15 cents per pound, raw value, is below all responsiblecst estimates we have seen. Including those made by the USDA. There are in fact
no reliable across-the-board cost studies available at present.

S. 463 directs the Secretary of Agriculture to make cost-of-production studies
and we strongly endorse that provision of the bill. Since the results of those
studies are not likely to be available for at least a year, the price objective for
the 1978 and 1979 sugar supply years must necessarily be based upon the best
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available cost estimate. Thereafter increases in the price objective should be
based on increases in production costs, subject to a maximum increase within
the price guidelines established by the President under the anti-inflation pro-
gram.

PAYMENTS TO PRODUCERS

The Iawaiian industry has consistently advocated achievement of the price
objective through market price alone, that is, without government subsidy pay-
ments. Our reasons for this position are, we think, valid. The Hawaiian sugar
industry consists primarily of fifteen plantations which produce over 95c/o of the
State's sugar. In Hawaii, there is no way to produce sugar economically without
utilizing large producing units. The required capital investment in field equip-
ment, in mills, and the cost of ocean transportation to the nearest market pre-
clude the successful operation of the family farm except when the wide range of
services offered by the large plantations is available nearby.

It follows that any government payment to producers In Hawaii will involve
large amounts. If, for example, a .5 cent per pound payment were made, the
statewide entitlement on approximately 1 million tons of annual production
would be $10 million. The greatest share of this .%ould go to fifteen plantations.
The effect of a payment limitation of $50,000, the level set for most of the other
commodities, would be devastating to Hawaiian sugar.

Under a .5 cent per pou-nd program, as mentioned above, the $10 million
statewide figure, with the bulk of it going to fifteen plantations, would dwindle
to a total of $750,000. This would be an unfair and ineffective program as far as
Hlawali is concerned and would jeopardize the jobs of sugar industry workers.

The Hawaiian Industry supports the provisions of this bill which would
achieve the price objective through market price alone.

SPECIAL IMPORT DUTIES AND QUANTITATIVE RESTRICTIONS

We support the use of special import duties as the primary means of achieving
the market price objective. The duty should be equal to the amount by which
the average daily price for United States raw sugar imports for a specified mar-
ktviv. period is less than the priee objective for the sugar supply quarter
involved. Appropriate adjustments should be made on a quarterly basis so as to
maintain market prices for sugar at the objective level on an annual average
basis.

Quantitative restrictions were effective in maintaining reasonable prices
under sugar programs for some forty years and we think they are still the most
effective instrument for that purpose. We support the use of quantitative restric.
t ions as a backup mechanism. Such restrictions should be promptly imposed when
the Secretary of Agriculture determines that the market price objective for the
sugar supply year will not be achieved by the special import duties alone. As in
the case of duties, the quantitative restrictions should be reviewed and adjusted
from time to time as required to achieve the price objective on an annual average
basis.

LIMITATIONS ON REFINED SUGAR

The U.S. refined sugar market is experiencing substantial and persistent dis-
ruption as the result of foreign refined sugar being sold here at prices which do
not permit U.S. refiners to compete and which have been highly disruptive of
our price support program. If a U.S. refiner is to break even he must sell his
refined sugar at a price sufficient to cover the cost of raw sugar and the cost of
refining and marketing the finished product. Foreign refined sugar hns been
especially harmful to sellers of cane and beet refined sugar In Chicago and West
markets and to eastern refiners supplying sugar to the Northeastern States.

The Treasury Department determined in July, 1975. on the basis of a counter.
vailing duty investigation, that the European Community was subsidizing exports
of refined sugar to this country within the meaning of the Countervailing Duty
Law. In February of this year the Treasury Department also determined, on the
basis of antidumping investigations, that refined sugar from certain members
of the European Community is being sold In this market at less than fair value
under the Antidumping Act.

The only protection which U.S. refiners now have against these refined sugar
Imports, other than the regular duty, is a special import fee wheih Is only .52
cent per pound above the special fee applicable to raw sugar. This protection is
totally inadequate under present circumstances. The low refined prices caused
by these foreign imports results in depressed raw sugar prices to the detriment
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nonrecourse government loans and the sugar involved ultimately winds up in
the hands of the government.

A successful domestic sugar program must be structured to protect the price
of refined sugar as well as the price of the raw sugar. Sugar programs over the
years have been designed to protect producers of the raw product, sugar beets
and sugarcane, but that objective has been accomplished only by maintaining
a satisfactory price for raw sugar and a proper relationship between the price
of raw sugar and the price of thet refined product.

This problem was solved under prior sugar legislation by requiring foreign
sugar, with unimportant exceptions, to come to this country in the form of raw'
sugar. This Is the simplest and most satisfactory way to deal with the present
problem and we recommend this approach be followed, as provided in S. 463.

WAGE PROVISIONS

We support the inclusion of farm labor provisions in the bill. The wage rates
should be spelled out but the figures must bear an appropriate relationship
to growers' returns under the program finally approved. We suggest that the rates
themselves ie determined after the price objective is agreed ulon.

TRANSITION PROVISIONS

The bill should provide for an appropriate transition from the present bnair
and purchase program to the new program. The present program is set up on a
crop year basis which differs In the various domestic producing arvas. The de
la Garza amendment, under which the present program is carried out, is ap-
plicable only to the 1977 and 1978 crops. The 1978 crop year for both Hawaii and
Puerto Rico was the calendar year 1978. The crop now being harvested in those
areas, heing the 1970 crop, Is not covered by a price support program. The crop
years fit other areas differ but none will begin harvesting 1979 crop sugar
until about July 1. The new program would place every area on a uniform supply
year basis, being the 12-month period October 1-September 30 with each such
year designated by the year in which the beginning (late occurs.

We therefore strongly support the extension of the present program in the
manner set out in section 306 of S. 463.

EFFECTIVE DATE

The current price objective of 15 cents per pound of sugar, raw value, is below
the average cost of production. It is imperative that the legislation be enacted
as soon Its possible and that it be na(le effective immediately upon enactmnt.

The flawaiian sugar Industry, like many of Its mainland counterparts, is in
eeonoilic trouble. The world continues to produce more sugar than it consumes
'tad one of the favorite dumping grounds for excess world production continues
to lie the United States. In its reports to the President, the U.S. International
Trode Comminsion Ihas consistently recommended fees and import quotas to con.
trol this dumping of sugar.

While administrative attempts are made to help the domestic industry, In-
erea.ses in material and wage costs continue their Inexorable rise. In addition,
there Is no respite from the requirements of the Environmental Protection Agen-
cy and other government regulatory bodies which have forced the industry to
spend millions of dollars and make heavy capital investment in new and costly
equipment which. if anything, reduces productivity. As a result of these condl-
lions, sonie smaller production units in Ilawall have discontinued operations.
Many independent growers have ceased cultivation of sugarcane and others have
turned to other means of making a livelihood. Even the larger producers are not
out of danger.

The situation is critical and we cannot overemlasize the need for prompt ac-
tion on a new and Iproved sugar program. Upon ('ongresslonal approval of
suli a program, Ilawali supports the ratiflcatin of the Internatlonal Sugar
Agreement.

EXIIIBIT I

IAWAIIAN SUGAR PLANTERS' ASSOCIATION AND T111 HAWAIIAN SUGAR INDUSTRY

The Hawaiian Sugar Planters' Association, founded In 1895, Is a non-profit
agriuuiltural organization of sugar companies and Individuals formed to main-



taln, advance, improve and protect the sugar Industry in Hawaii and to support
a scientific experiment station. This experiment station is one of the finest re-
search institution of its kind in the world. Attached to this exhibit Is a list of
member companies of HSPA.

Ilawaii is a major source of domestic sugar and annually supplies approxi-
mately 1,100,000 tons or about 10 percent of the sugar consumed in the United
States. Our State is a natural place to grow sugarcane and we (1o it efficiently. Our
production per acre-year is among the highest in the world. Sugar is by far the
most important agricultural commodity produced in the Islands and it is one
of the largest sources of income, ranking behind only the federal government,
tourism and construction.

The Industry provides year-around employment for approximately 9,000 em-
ployees, most of whom are union members. They are among the highest paid
year-round agricultural workers in the world in terms of average daily cash
earnings and employee benefits. If we add to the 9,000 persons directly employed
by the Industry the numbr of people in non-sugar jobs associated with or indirect-
ly dependent on sugar, we estimate that about 30,000 people depend for their
livelihood on the sugar industry in Hawaii today. Our operations are highly
mechanized and we require specialized equipment which must be specifically
adapted to the widely varying conditions found within the Islands. For all these
reasons, the industry is highly capital intensive.

A number of important factors serve to distinguish the Hawaiian sugar indus-
try from its counterparts of the mainland. They include the following:

1. Typical Hawaiian sugarcane is allowed to grow for approximately two years
before It is first harvested and in some cases It grows for 3 or even 4 years.
Typical mainland cane is harvested between 11 and 14 months after planting.
Investment in Hawaiian sugar planting is, therefore, a long term operation,
esleally since we get at least two ratoon crops at two year intervals from each
planting so that the minimum crop cycle is six years.

2. We have found no alternative crop for most of the approximately 220,000
acres planted in sugarcane. Hawaiian producers do not have the luxury of shift-
Ing to other, non-sugar crops which many mainland farmers enjoy.

3. Hawaii's geographical location makes it necessary to ship our sugar at least
2,400 miles to the West Coast and substantial amounts of Hawaiian sugar go to
more distant ports on the Gulf Coast. Transportation costs, already heavy, are
increasing and they constitute an additional burden on the cost of getting sugar
to market.

Hawaii is a small State with less than a million Inhabitants. A sound domestic
sugar industry is of vital importance to the fragile economy of the State. Failure
of any of our larger producers would be a tragedy for all the people of Hawaii.

PLANTATION MEMBERS OF HAWAIIAN SUGAR PLANTERS' ASSOCIATION

J.'dand of Kauai
Gay & Robinson, Kekaha Sugar Co.. Ltd., The Lihue Plantation Company, Ltd.,

Mcflryde Sugar Co., Ltd., Olokele Sugar Co., Ltd.
I)8l01d of Oahli

Oahu Sugar Co., Ltd., Walalua Sugar Co., Inc.
J.eand of Maui

lHawaiian Commercial & Sugar Company, Pioneer Mill Co., Ltd., Wallukil
mugar Company.

l*Fand of Hawaii
Illo Coast Processing Co., Honokaa Sugar Company. Ka'u Sugar Co.. Ihc.,

Laupahoehoe Sugar Co., Mauna Kea Sugar Co., Inc., Puna Sugar Co., Ltd.

EXHIBIT II

HOW THE COLLAPSE OF THE SUGAR INDUSTRY WOULD IMPACT ON HAWAII'S ECONOMY Y

I. THE STRATEGIC IMPORTANCE OF SUGAR TO THE HAWAIIAN ECONOMY

Hawaii has a comparatively high standard of living, with per capita personal
income in 1976 being $7.080, 11% above the national average of $6,899. For that
year, there were only six states out of the other 49 that had a higher per capita
personal Income than Hawaii.
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The primary reason why Hawaii has been able to achieve her high level of
living is that she has been able to develop a large number of export activities
(some very large, some still small) which bring outside income Into ihe state and
enable her residents to purchase in large amounts those necessities and luxuries
which constitute our high standard of living. Were we an Independent nation we
would be known as a wealthy trading nation-like Japan- rather than a px)or
non-trading nation-like Western Samoa or the Trust Territory of the Pacific.

In the quarter of a century since World War II, our four prime export activi-
ties have been the two prime "Invisible" exports of sales to the federal govern-
nwent, primarily to the defense agencies, and sales to overseas persons (visitors o
who come to Hawaii as tourists; and the two prime "visible" or commodity ex-
ports of sugar and pineapple. Last year, we had 3.4 million visitors come to Ila-
wall. We had 58.500 uniformed military personnel stationed in Hawaii, who in
turn had 65,000 civilian dependents living with them here. We produced one
million tons of raw sugar, one-fifth of all sugar prodluced In the United States.
And we canned 8.2 million cases of pineapple (plus 5.0 million of pineapllh.
julce)-whlch represents over 25 percent of all the commercial pineapple pro-
duced in the world. In addition to these four pillars of the lawalian economy.
we have a very large number of small export activities which, In total bring a
significant volume of outside income into the state to augment our income from
the big four. They include visible exports such as tropical fruits (papaya).
tropical nuts (macadamia), flowers and foliage, garments, etc. They also Include
Invisible exports such as sales of 8 million telephone calls from overseas people
calling Hawaii, sales of vast amounts of advertising space to overseas firms ad-
vertising in Hawaii, the fueling and servicing of vast numbers of airplanes and
ships, etc.

It follows that the activities which comprise the export sectors of the economy
are of vastly greater strategic Importance than the activities that comprise the
purely domestic economy-the farmers who grow food for local consumption, the
construction workers who build our homes and buildings, the retail merchants
who handle the distribution of our goods, the employees in service establish-
ineats who attend to our personal needs, etc. Important as these activities ar.
they are replaceable-if the truck fanner falls, someone will take his place. juist
as would happen if a retail shop went out of business or a law firm folded. But
if the Army closed down Schofield Barracks, or Del Monte abandoned its pine-
apple operations, or the market for tourists declined to the point that Sheraton
closed Its hotels, or-to get the point of his paper-if one or more sugar com-
panies closed, that would be a complete loss to the economy that would almost
by definition not be replaceable. And the loss would be, as we shall see In detail
in the succeeding papers, felt not just In the industry that is hit, but to a greater
or lesser extent depending on many circumstances. throughout the entire econoiiy.
1. The employment multiplier in sugar

Concluasion.-Our analysis shows that for every employee working full time In
the sugar industry, there are about 2.29 other persons in jobs oiltside of the sugar
industry (but indirectly related to the sugar industry In one way or another)
whose Jobs would not exist were It not for the sugar Industry. In other words, to
arrive at a figure for total jobs in Hawaii created by the sugar industry, we take
the number of direct employees and increase it by 229 percent. For every sugar
Job, there are 2.29 nonsugar jobs indirectly created by the sugar industry.

Analy8as.-Let us think of three levels of Jobs created by the sugar industry In
Hawaii. Let us label them (1) direct, (2) first-round indirect, and (3) multiplier
Indirect.

(1) Direct Jobs are the jobs in the sugar industry: people on the payroll of the
sugar plantation companies.

(2) First-round indirect. In addition, whenever any of the sugar companies
purchase a service (construction, transportation, communications, government,
legal, etc.) there are some people in the construction Industry, transportation
Industry, communications industry, in government, in legal offices. etc.. who are.
indirectly, working for the sugar company and who thereby owe their Jobs to the
sugar industry.

(3) Multiplier indirect. When the people in categories 1 and 2 above get their
wages and salaries, they buy the goods and services that constitute their standard
of living, and the people who supply these goods and services in turn spend their
income and create further jobs down the line. etc., etc. There are therefore in this
third category large numbers of people who owe a part of their job to the existence
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of the sugar industry although their Job would have no direct (or even perceivable
indirect) relation to a sugar plantation company. Example : When Joe Blow who
works for Waialua Sugar Company takes the wife and kids to Sea Life Park and
spends $15 on the outing, he is contributing, in a small way, to the support of a
lert of several Jobs at Sea Life Park. Example: When the Sea Life Park employee
goes to Foodland to do his marketing, his purchases help create a tiny portion of
the jobs at Foodland.

We can, based on the detailed studies of the Research Division of Fir.t
Ilawaiian Bank, quantify these three levels of Jobs.

Level 1: Of all the money disbursed by sugar plantation companies, 35 percent
goes directly for payrolls and direct creation of Jobs.

Level 2: Of the other 65 percent of the money spent by sugar plantation corn-
pInies on their operations (including dividends, taxes, purchase of goods and
services, etc.) about half becomes income to residents of Hawaii, or 32 percent
of tile total disbursements of the sugar plantation companies, with the remaining
33 percent representing "leakages" out of the state-income to non-Hawaii resi-
dents (in the form of federal taxes, goods and services purchased outside the
state, dividends and interest paid to non-Hawaii residents, etc.) This means that
there are almost as many Indirect jobs (91 percent) created by the sugar com-
panies as direct jobs.

Level 3: First Hawaiian Bank studies of the Hawaii regional multiplier ahow
that for every dollar in personal income introduced into the economy, the spending
and successive responding of it creates another 720 of income. This adds 72/100ths
of a job to the economy for every job created directly (through payrolls) or indi-
retly (in the purchase of goods and services) by the sugar plantation companies.

This means that for every job at level 1, there Is 91/100ths of a Job created at
level 2. For every job created at levels 1 and 2, there is 72/100th of a Job created
at level 3.
Summary:

Level I (direct sugar job) ----------------------------------- 1.00
Level 2 (indirect sugar job) -------------------------------------- 0.91

Subtotal ----------------------------------------------------- 1.91
Level 3 (multiplier effect) ------------------------------------- X1. 72

Result ------------------------------------------------ 3.29
This means that there are 2.29 jobs in Hawaii created indirectly and through

the multiplier effect for every job created directly by the sugar industry.
The jobs at what we have called level 2 and level 3 would probably be some-

what less for any one of the Neighbor Islands than they would be for the state
as a whole. The reason for this is that Oahu is the geographic location of such
a large part of the economic activity of the state that demand originating on,
say, Kauni might be fulfilled by jobs on Oahu (e.g., in wholesaling, fertilizer
manufacture, etc.)

Bitt since the bulk of the sugar industry is concentrated on the Neighbor
Islands (82 percent of sugar jobs are there), the overall multiplier is a fairly
accurate representation of the job Impact on the Neighbor Islands. Although
adjustments in the multiplier might be made for Individual islands, we are
confident that the 2.29 multiplier for the state as a whole is well within the ball
park, and may even be understated.1

Result. -There are 8,930 full-time equivalent employees in the sugar industry
in Hawaii. With 2.29 non-sugar Jobs dependent upon the sugar industry, there
are some 29,400 Jobs in Hawaii that depend on the sugar industry for their
existence.

With total civilian employment of 375.000. the 29,400 jobs in Hawaii created
by the sugar industry represent nearly 8% of total civilian employment.
2. The income multiplier in sugar

Detailed studies by First lawalian Bank show that for every $1 of Income
of the sugar industry in Hawaii, 670 becomes personal Income in the hands

In at least one sense the employment multiplier computed here for the local sugar
inilustry might be considered an understatement. In our calculation of the number of
Jobs created Indirectly (level 2) we assumed that It took the same number of dollars In
personal Income to create the level 2 Job (Indirect employment) as it took to create the
level 1 jot) (direct sugar employment). Actually, the average of earnings In 1975 for
sugar workers was $12,049 while for the entirety of business In Hawaii. it was $9,704.
If adjustment is made for this factor, the total Impact of a single direct Job In the
Industry would Increase from 8.29 to 8.84.
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of residents of Hawaii. With a regional multiplier of 1.72, each new 67¢ added
to the income stream of Hawaii from sugar exports generates a total of $1.15.
Thus, each dollar of sugar income generates $1.15 of personal income in Hawaii.
In a year when sugar income amounts to, for example, $300 million, the personal
income In the state that is attributable to the sugar industry amounts to $345
million.

Sugar income has fluctuated wildly in recent years-amounting to $685 million
in 1974 and dropping to $284 million last year-and consequently the portion
that the sugar industry has contributed to total personal income in the state has
varied from year to year. This latter figure (personal income in Hawaii attribut-
able to the sugar industry as a percent of total personal income) was 9.90% in
1900, 10% in 1965, 15.6% In 1974, 3.5% in 1975, and 4.9% last year. In a normal
year the sugar industry Is responsible for the generation of approximately 8% of
the Income of Hawaii.

If. IMPACT OF TIIE DEMISE OF THE SUGAR INDUSTRY ON THE HAWAIIAN ECONOMY

With sugar representing approximately 8 percent of total civilian employment
and 8 percent of total personal income in Hawaii, the demise of the industry
would wreak havoc on the economy.

Were the Hawaiian sugar Industry to collapse and were nothing else to occur
to mitigate the damage we could expect the following results:

1. Employment would drop by 8 percent.
2. Unemployment, now at 30,000 (7.5 percent rate) would double to 60,000 (15

percent rate).
3. General fund tax revenues would decline by 10 percent-since for every 1

percent change In personal income there is a 1.25 percent change In general fund
tax revenues.

INavall would clearly become a disaster area if employment were to drop by 8
percent, unemployment were to double to a rate of 15 percent, and State general
fund tax revenues were to suffer a double-digit percentage decline. There would
be no way under these circumstances that Hawaii could cope with its welfare
load or maintain anything like the essential services required by its citizens.

State welfare costs have risen 91 percent in the last four years, and are run-
ning now at $128 million a year. If even half of those supported by the sugar
industry were forced to go on welfare, the State's costs would increase at least
5 percent, to nearly $200 million. This would represent almost one-fourth of the
total State general fund budget.

It should be added that while a sudden collapse of the sugar industry would be
disastrous to the state's economy, it would be even more devastating to several
of the islands in the state (counties) in which sugar is the prime economic activ-
Ity. For example, over 96 percent of Kauai's crop land is In sugar and applying
the above analysis to the island and county of Kauai we find that a collapse of
the sugar industry would raise unemployment on that Island to 56 percent. Simi-
larly. the island and county of Hawaii has over 83 percent of its crop land in
sugar, and collapse there would raise unemployment to 35 percent. The situation
Is not too different on Maul (county) which has over 46,000 acres in sugar.
'oll pse of the sugar industry there would raise unemployment to 36 percent of

the labor force.
The conclusion is that the closing of the sugar Industry would be devastating

to the State's economy and would result in the almost complete collapse of the
neighbor Island economies.

While it Is possible that some sugar-producing areas in the United States
might be able to convert to other agricultural crops, such Is demonstrably not
the case In Ihawaii and hence the loss of Income, Jobs, and land use would be
permanent here. Studies, experiments, and history all combine to Indicate that
most if not all land now In sugar would not find remunerative agricultural uses
If sugar ceased being grown. Ever since 1851 studies have been made and experi-
ments conducted on agricultural alternatives to sugar, but the successes have
ben small because the problems are enormous. Hawaiian agriculture Is ham.
pared by shipping and marketing problems due to our Isolated location, natural
problems ranging from bugs and birds to winds and heavy rains, and money
problems like the cost of importing machinery and fertilizer and the high cost of
labor here. Agricultural production for our own needs Is limited because Hawaii
iq a pocket market and local farmers cannot economically compete with large-scale
Mainland growers. (Even if we were to achieve agricultural self-sufficiency in
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crops-at whatever high cost-it would require less than 3,500 additional acres
of land to replace imports with vegetables and fruits that can be grown in
Hawaii.')

The prospect of 221.6 thousand acres pulled out of sugar cultivation is
therefore alarming, from the land use standpoint alone. When single marginal
plantations of a few thousand have closed down from time to time in the past,
the general result has been land reverting to scrub and the area sunk in
poverty. Some examples:

1. Waimanalo Sugar Co. on Oahu ceased operations in 1947, taking about
3,300 acres out of sugar cane. Today, after 30 years, there are some dairy and
poultry operations and small truck farms there, but Waimanalo is still a de-
pressed area, with a high incidence of unemployment, welfare cases, and crime.

2. When Kilauea Sugar Co. on Kauai closed in November 1971, its parent
company, C. Brewer & Co., faced the problem of what to do with 12,000 acres.
Part of it was leased to Metcalf Farms for a feed grain operation, but Met-
calf later failed and went into bankruptcy. Brewer planned to sell some of the
land in three-acre parcels for "ranchettes," but County officials rejected the
plan, insisting that it would result in semi-urbanization on land designated
agricultural. The company therefore sold the land in 25 large parcels, which
were purchased by Mainland speculators who hoped the zoning would be
changed to resort or urban. Both State and County officials have remained firm
about keeping the land in agriculture. A few small farmers and one large
rancher have been using about a third of the land, on six-month leases from
the Mainland owners (leases too short to allow for capital investment or plan-
ning) but the remainder has lain idle. Many of the buyers have now defaulted
on their mortgages, and Brewer has taken back about 2,000 acres of land, on
600 of which it has started a guava orchard. Perhaps in future decades, with
good promotion and marketing, guava might become a major industry for
liawaii-but It will take a long time and an immense amount of capital.

3. Kahuku Plantation Co. on Oahu closed in December 1971, taking about
3,000 acres out of sugar. Some employees have been absorbed by the nearby
hotel-resort development which was begun shortly after the plantation closed;
a small tourist-oriented shopping center has recently opened in the renovated
sugar mill; some small agricultural enterprises in sudax grass, tomatoes, corn,
and watermelons have been tried. But the Kahuku community remains poor,
and the sugar lands are mostly lying idle.

4. Kohala Sugar Co. on the island of Hlawaii announced in 1971 that it would
close after the 1973 harvest; the date was postponed and it ceased operations
in October 1975, taking 4,295 acres out of sugar. After the original announce-
ment the state of Hawaii organized the Kohala Task Force to find substitute
economic activities for the Kohala area, and has poured $6.2 million into
funding new enterprises. The largest of these, a feed grain and feedlot opera-
tion, has already gone bankrupt. A plastics firm also failed but has now been
purchased by a new owner; a hay-growing enterprise Is being foreclosed; and
two plant nurseries are operating. Little has been achieved in providing em-
ployment for the Kohala area.

The dismal record shows that it is very difficult to find a replacement for
sugar growing. Cattle ranching, which occupies so many of our total acres,
is simply too unprofitable today to expand to sugar land. Pineapple is now just
about holding its own, with several plantations closed down and only three
companies remaining of the ten that were growing pineapple twenty years ago.
Papaya and macadamia acreages can be expected to increase in the years to
come, but after decades of great expansion they still occupy only 12 thousnd
acres.

STATEMENT OF P. J. DEGRAVELLES, JR., PRESIDENT OF THE AMERICAN SUOAB CANE
LEAGUE OF THE U.S.A., INC.

Mr. Chairman and members of the committee, my name is P. J. deGravelles,
Jr., President of the American Sugar Cane League of the U.S.A., Inc., whose
address is 416 Whitney Building, New Orleans, Louisiana 70130. 1 reside at
Franklin, Louisiana, and am a grower of sugar cane for processing into sugar.
The American Sugar Cane League is a non-profit association, organized fifty-

' Overall Economic Development Program, Hawaii State Department of Planning and
Economic Development, 1976.

44-979-79-5



62

seven years ago to protect and preserve the welfare of the Louisiana sugar cane
producers and processors of sugar cane into sugar. The organization's member-
ship includes all of the Louisiana sugar cane processors, who in 1978 operated
twenty-eight factories, and about 97 percent of the more than four thousand
sugar cane growers and landlords.

The American Sugar Cane League supports the principles embodied In S. 463.
We congratulate Senator Long, Senator Church and the other sponsors of the
bill for their efforts to write a bill which achieves a reasonable compromise
among the various groups interested in sweetener legislation.

A representative of our association presented testimony before this commit-
tee last year in favor of reasonable sweetener legislation. Our arguments were
valid then and remain so today. Those of us who supported sweetener legisla-
tion last year remain united in our efforts to tiss such legislation this year
because enactment of sweetener legislation i. essential -to maintain a viable
domestic sugar industry. The Louisiana sugar industry lone lost five sugar
factories and nine percent of its sugar cane acreage after the 1977 crop due
to low sugar prices. Within the last few days two more Louisiana factories,
Valentine and Billeaud, have decided to close. Southdown Sugars has also
decided to close Greenwood, its last factory. There have been attempts to form
a farmer cooperative to operate Greenwood, lint they have not yet been success-
fii. Sugar cane growers and processors are making their plans now regarding
the crops for 1979 and subsequent years. Without early enactment of adequate
legislation many more could be forced out of business.

I'.S. consumers need a viable dotiestic sugar industry to insure a dependable
supply of sugar. The effects of the current crisis in Iran In our oil supply,
and the recent unsuccessful natural gas negotiations with Mexico showed us
the dangers of dependence on foreign suppliers for important commodities. The
u e of oil as a political tool by members of OPEC emphasizes the need for a
strong domestic sugar industry to protect us from similar actions by unstable
sugar producing nations. U.S. consumers depend on foreigners for about 45%
of the sugar we consume. Unless the domestic industry is protected from un-
fair foreign competition, this heavy dependence on unreliable foreign soure
will increase substantially. Our problems in this area are quite similar to
t hose of steel, textiles, and numerous other industries.

-'Firee trade", which is a figment of theoretical economists' imaginations, does
not exist in the real world. What we must strive to achieve Is "fair trade". U'n-
regulated competition front foreign sugar producers is unfair to U.S. producers,
because foreigners don't "play by the same rules" ans we do. We pay wages ten
times as high as those paid by many foreign sugar producers. We have to spend
iuch more money meeting the strict water and air pollution criteria of federal
a1d state agencies, and to comply with the Occupational Safety and Health
Act. Regardless of any benefit to society, these expenditures produce no
monetary return to our industry. Also. many foreign governments subsidize
and determine the size of their sugar industries without regard to usual eco-
nomic factors. U.S. taxpayers even provide aid to our competitors through low-
cost loans from the Export-Import Bank of the United States and the World
Bank,

A domestic sugar industry is needed to continue the employment of many
thousands who are engaged in the production and processing of sugar cane aid
sugar beets and to provide markets and jobs for many thousands of others who
supply goods and services to sugar farmers, processors, and workers.

The U.S. halance-of-payments deficit is worsened by the Itml)ortation of for-
eign sugar. Unless our Iblance-of-paymetts deficit is corrected, the weaknes
of the dollar ItI relation to foreign currencies will continue, and serious economic
repercussions4 are probable.

Another compelling reason for the existence of a viable domestic sugar In-
wistry Is tie fact that sugar-crop production is the best use of the land in
tn.,t1y areas.

S. 463 will use import fees and quantitative restrictions on imported sugar to
prevent the dumping of surplus foreign sugar on the U.S. market. The bill would
also implement the International Sugar Agreement, which seeks to stabilize
sugar prices through a system of quotas and reserve stocks. The domestic sugar
program provided by the bill would not conflict with the International Sugar
Agreement, but would complement and supplement It. Both the International
program and the domestic program provided for by this bill would aim to pro-
tedt consumers by keeping sugar prices from going too high.
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Tihe effect of S. 463 on what the consumer pays for sugar would be relatively
small. This bill, as introduced, will increase the current price objective of 15.00
(. nts per pound for the 1978 crop to 17.00 cents per pound for the 1979 crop.
''his would increase the cost of a consumer's total consumption of sugar less
than $2.00 per year.

The proposed program would provide a net gain to the U.S. Treasury. At an
assumed world sugar price of 11 cents per pound and a price objective of 17.0
cents per pound, revenue to the U.S. Treasury from import fees would exceed
$6,50 million annually if import levels and domestic sugar production are
assumed to be at the same level as for cahndar 1978.

Fu-ture adjustments in the price objective would be based on the percentage
increase In certain designated cost items, as determined by USDA cost studies.

The American Sugar Cane League believes the following items are essential
to make the legislation effective:

(1) ('ontinuation of a loan program must be made mandatory.
(2) A definite triggering mechanism to mandate adjustments in quantitative

restrictions on imported sugar should be included.
(3) The legislation should not extend beyond the 1981 crop. If inflation con-

tinues to run rampant, sugar producers might be locked into a formula for price
objective adjustments which would not adequately reflect their cost increases.
Therefore, the act should terminate after the 1981 sugar supply year.

(4) The average daily, price should represent the actual cost of raw sugar
Imports to the buyer. The ISA price currently being used in adjusting import
fees does not represent a true price for sugar, since sugar is evidently being
bought at a discount below the ISA price.

S. 463 will protect domestic sweetener producers from unfair foreign com-
petition. Sugar producers are not asking for protection from other domestic
sweetener )roducers. U.S. high fructose corn sweetener producers have to op-
erate under the same laws and regulations as sugar producers. There is room
In the marketplace for both sugar and corn sweeteners. We are willing and able
to compete with the other domestic sweetener producers, just as we now com-
iete with other, domestic sugar producers for our share of the market.

There have been numerous efforts to design compromise sweetener legisla-
tion acceptable to all interested parties. We wish to thank the Carter Adminis-
tration for its recent efforts to stimulate a dialogue on such legislation. We believe
it is now time for President Carter and members of his Administration to follow
through on the commitment they have repeatedly made to "maintain a viable
domestic sugar industry." We strongly urge the Administration and the members
of this Committee to support reasonable sweetener legislation.

STATEMENT OF HORACE D. GODFREY

Mr. Chairman and members of the committee, my name is Horace Godfrey
and I have a prepared statement which I wish to submit and request that it be
included in Its entirety In the Record.

I am Vice President of the Florida Sugar Cane League and present their
views along with the views of time sugarcane producers and processors In Texa.,4.

For the past four months, representatives of the domestic sugarcane and beet
Industries consisting of the producers and first processors have been meeting
with Administration officials and other segments of the sugar industry includ-
Ing refiners, Industrial users, labor representatives, and consumer representa-
tives. The producers and first processors agreed, early in January, on principles
to be Incliuded in sugar legislation. Most of these principles have been included
In S. 463 and II.R. 2172. As II.R. 2172 has progressed in the House Agriculture
Committee and in the House Ways and Means Committee's Subcommittee on
Trade, amendments have been offered, most of which have been accepted by our
group.

The domestic sugar producers and first processors are in a critical situation.
Legislation is urgently needed now. As you know, Mr. Chairman. the 1979 cr,)n
is being harvested in your state. Current sugar laws do not cover your 1979
crop. Furthermore the promises made by the Administration have not material-
ized.

Tn October 197R after failure of sugar legislation to pass Congress. the Admin-
hst raIlon promised to use existing authority to achieve a market price of 15 cents.
Witnesses for the Administration have testified in the House that market prices
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have achieved this level. I tell you Mr. Chairman there has not been a 15 cents
market price for a single day since the promise was made.

Some producers in Florida have been forced to place the sugar under loan and
have achieved a net return of 14.98 cents per pound. In order for this sugar to be
marketed and not placed under loan, the market price must be in excess of 15.8
cents per pound to net producers, the same amount they would receive from the
loan. The longer sugar stays under loan, the higher the market price must be,
since the money borrowed accumulates interest at the rate of 7 cents and storage
costs are Incurred. Other producers, who sold their sugar under a long standing
contract and were obligated to deliver at low market prices, have been netting
14.3 cents to 14.4 cents for such sugar. In Texas where cane sugar occupies a very
small percentage of agricultural land, producers were forced to sell sugar at a low
market since they could not afford Administration mandated wage rates which
would have qualified them for price support loans. Texas growers netted about
13.8 cents per pound.

Much has been said alut cost of production. A study made by the University
of Florida indicates the cost of production for 1977 crop to be 15.79 cents per
pound. Because of partial crop failure caused by a severe freeze in Texas they
are producing only 55 percent of their crop. Therefore cost of production in
Texas for 1978-79 sugar is in excess of 27 cents a pound. These figures indicate
a price in the neighborhood of 17 cents per pound would be justified. Other
witnesses will use estimates more than 10 years old to convince you and the
public that the average cost of production in the United States is 15 cents per
pound. We endorse a mandated study on cost of production so that accurate
data will be available.

You have been informed and we have been informed that the President will
not sign a sugar agreement with a price in excess of 15.8 cents. He has further
said he would accept legislation authorizing up to one-half cent per pound pay-
nent if passed by Congress. Therefore we have no alternative but to accept
what he will approve.

A price included in legislation like the President and his Administration
promised is meaningless unless the legislation specifies and mandates how
price will be achieved. In late 1977 because of delayed action by the Adminis-
tration on the de ia Garza amendment and misjudgment by advance notice
of increased fees, foreign producers dumped into the United States market,
the largest amount of raw sugar ever received during one month.

In 1977 we imported 0.4 million tons, about 2.2 million more than the Inter-
national Trade Commission, in two exhaustive studies, said was needed. That
excessive "dumped" sugar has long ago been marketed through normal trade
channels. This imported sugar replaced United States produced sugar, for that
reason we have more than 2 million tons under loan. This sugar will be owned
by the government unless the market price is increased and limits are set on
imports to create a viable market.

We have been told and believe it necessary for sugar legislation to include
some labor provisions and wage rates in order to be passed by the Congress.

Labor has been meeting with the domestic producers and frankly their
demands, if included in legislation, would close a large portion of the sugar
industry. We are willing to pay whatever wages we can afford to pay, but
with the price that the Administration supports there is a limit to how far we
can go and survive.

Mr. Chairman, in closing, much has been said and will be said about legis-
lation being inflationary. The cost to the Treasury for proposed sugar legis-
lation would result in a net gain to the Treasury of approximately 540 million
dollars due to fees and tariffs paid on foreign sugar. The cost to consumers
should be minimal because any increase in the price of sugar could easily be
absorbed by the refiners, retailers, and industrial users. In fact, the small raw
price increase contained in H.R. 2172 should not result in increased consumer
prices at all. Refiner and retail margins are now at the highest levels in history-
over 260 percent above the normal levels of the 60's and early 70's. As an ex-
ample, the recent in-depth study conducted by the U.S. International Trade
Commission on sugar showed that for the three year period 1971-73 the com-
bined refiner and retail margin was 3.73 cents per pound or about 40 percent
added to the price of a pound of raw sugar at the retail level. However, for the
two year period 1976-77, this margin had been increased to 9.82 cents per
pound-up 6.1 cents per pound-an add-on of 81 percent to the raw sugar price.
To use kan often quoted figure by some opposed to sugar legislation, a 1 cent
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per pound Increase equals $224 million annually to consumers. On that basis
consumers have been paying refiners and retailers over $1.3 billion more per
year because of their increased margins.

I refer you to the table attached to my statement. If you are looking for
those who have caused inflation, I believe you need to look somewhere other
than growers and 1st processors.

A DECADE OF SUGAR

. .... _0_ 1.20
1.15

66 68 70 71 72 73 74 75 78 77 78
YEAR 19_

Senator MATSUNAG,,. Our next witness is Mr. Gregg R. Potvin,
president, U.S. Cane Sugar Refiners Association. We wdil b happy tohear from you, Mr. Potvin.

Mr. POTWIN. Thank you, Mr. Chairman.

STATEMENT OP GRE.GG R. P'OTYIN, PRES IDE NT, U.S. CANE SUGAR
REFINERS ASSOCIATION

Mr. POTVIN. Mr. Chairman, I appear here today in opposition to
S. 463. I would hope that the entire text of my statement may be
made a part of the record.

Senator M[ATSUNAGA. Without objection, it is so ordered.
Mr. POTYIN. If adopted, Mr. Chairman, this bill will have a disas-

trous effect on the cane sugar refining industry in supporting iindus-
try and labor, truckers, suppIliers, dockworkers, employees at rfin-
eri es. Additionally, it w ill add between $800 million and $1.1 billion a
year to consumer burdens. In addition, the $2.5 billion to $3 billion
add~itionid annual consumer cost created by the current program.

Tihe total annual additional cost would approach $4 bilIlion the first
year, and correspondingly more the year after. Trhe total life of the
bill will be on the order of national debt of a medium-sized nation.Now, this question of margins. I do not know who this other gentle-
man was talking about, but it sure ain't us. Coming as you do, sir,
f rom the State of thawaii, you are somewhat aware of the conmpeti,-
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*tion l)etween beet sugar and cane sugar. I can tell you that there are
can(, refiners in this country today having to compete with a price of
16.75 cents per pound. Now. through Federal governmental action,
we have to pay, as you know, 15 cents a pound for our raw refinery cost,
a bare minimum of 4 cents. What can I tell you about margins? There
just are not any, as a practical iiatter.

Now, this thought that there has never been a day when the price
was as munch as 1i cents, consider the following. Senator Church noted
earlier the ISA daily price today is 8.48 cents a pound. OK. What
does a pound of imported raw cane sugar cost? You must. add 0.9
for freight. stevedoring and so forth: 2.8125 for the headnote tariff and

-.3.35 cents per polund for the import fee. nmking 15.54 cents in all.
Incilentally, I would not think that the preceding witness who char-

ucterized this as the unregulated inflow of cane sugar is being realistic.
Anytime you are putting on almost 6.2 cents per pound, that is scarcely
unregulated.

Now, if you will examine the pamphlet distributed by your corre-
sponding Ihouse committee. Ways and Means, on last Friday, on page
36 vou will find that they have estimated that. the cost of pro(huction of
(loumestic raw sugar from tile 1978 crop was 14.96 cents per pound and
there is a footnote they accede. to the thought that this also faces the
(fulestion of molasses credit. Molasses has gone up very dramatically
recently. There is at least an additional one-half cent per pound row
cane sugar involved, so that 14.96 becomes 14.156. That just happens to
be almost a penny a lound under what the cost of imports are today.

Clearly. this is not the problem.
('ouldI have the charts. please?
Now, if you want to know what the problem is. to my right is a

chart. Mr. Chairman, I think it, shows what the l)roblem is: As recently
as 1969 there was no high fructose corn sirup. By 1970, ir had reached
the level of 1,200,00 tons per year distribution in this country. This
year it is estimated it will be 1,400.000. The numbers on precise amount
of capacity are proprietary. Most estimates are around 3 million tons
which will clearly be utilized in the near future.

MayX I have the next, chart ?
During this decade, you will notice that the use of corn sweeteners

has gone ulp 91 percent. I thought at first it said 910 percent ; that did
seem excessive.

Time distribution of domestic sugar is down not quite 8 percent, 7.9.
Imported sugar is down more. I think that is significant, 8.6 percent.

And finally, if you will look at the price in cents per pound. I would
note by way of background, at recent hearings before the House Agri-
cultural Committee. the corn industry witnesses testified that their
costs were between 13 cents and 14 cents per pound. Other observers
estimate lower.

Today, they are selling it at, 19.9 cents per pound; liquid sugar with
wlich it competes, is on the market today going from 21.65. That, I
think, shows the problem. They are taking over the market. They are
doing, it with price and new technology.

This question of cost of production, I would like to emphasize that
we have been somewhat principled and consistent about this. We said
we do not know the munIber. We hired the best economist we could
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find-Don 5dm ichter-former T'nder Secretary of Agricultiure. ie
has estimated it is roughly 15 cents per )ound for the 1979 crop.

I would like to offer at'this time for the record, if I may, the only
(xistinl sttly on cost of production based on USDA numbers, cost of
production considerations for sugar policy, as prel)ared by Schnichter
Associates in F'ebruarv of this year.

Senator MITsUN.OA. Witlioit objection. it will be iuuade a part of the
recordl.

[ The material to be furnished follows :]
COST OF PRODUCTION CONSIDERATIONS FOR SUGAR POLICY PREPARED FOR U.S.

CANE SUGAR REFINERS' ASSOCIATION

SUMI MARY

This report present background oin use of cost of production (COP) as a factor
in setting market support or target Irice levels for sugar, and adjusting support
levels from year to year.

1. Methods used in estimating COP for field crops other than sugar were devel-
oped by USDA while completing studies mandated by Congress in 1973. US)A
reports to Congress on COP show:

(a) A great deal of similarity and continuity in the methods mLed to estimate
COP for various crops;

4 b) A need to account for differences in inethods of production and processing
among crops, In order to achieve COP estimates that are comparable as between
crop,. and equitable when used as guides in setting support levels.

-. ('011 estimates prepared by 1'SI)A in recent years for 10 major crops olher
tima sugar include variable, machinery ownership, farm overhead, and manage-
nt-jit costs estimated under uniform procedures. Land costs have been based on
both current value and average acquisition value of farm land, as well as on
cash and share rents.

:3. Tie Secretary of Agriculture, in testimony before Congress in 1977, when
('1' was first being considered as a direct guide to setting support levels, called
pINehil attention to:

(a) The difficulty of selecting a method of valuing land in COP studies that
were to lie used in connection with setting 1)rice slpports. Both the Secretary
and USDA experts emphasized the need to use a low return to land, in order to
avoid a land price spiral over time.

(b) The validity of considering COP in setting target (established) prices, but
not in setting market support levels (loan rates).

4 c) The need to consider competitive prices, adequate supply, and other factors
in setting market support (loan) levels.

4. congresss considered COP as a guile in setting 1977 target (or established)
prices but specified a level of support that was approXimately 91. 93. and 85 per-
cet of initial I'SDA estimates (If COP for corn. wheat, and cotton, respectively.
Iomn or market support levels were generally lower than target prices.

5. Congress also specified in the Food and Agriculture Act of 1977 what cost
Increases were to be considered in adjusting target prices from year to year.
land cost inreases are not included in the adjustment formula. This avoids the

"lmn price spiral" that would be the result (If iasiag future target prices on ris-
ina land prices.

6. l'SDA COP estimates for sugar are not yet as advanced as for other prin-
vilial crops. since sugar was not Included In the 1973 Congressional mandate.
However, available estimates suggest that U.S. average production costs for
sugar In 1979-80. adjusted to make them roughly comparable to production costs
u.ed In setting target prices for other crops. are about 15.09 cents/pound. (Valu-
ing sugarcane by-products at current levels would reduce this estimate to just
under 15 cents/pound.) The average adjusted 1974-R0 cost for beet sugar (raw
sugar basis) is 14.61, and for raw cane sugar. 15.63 cents/pound.

7. These production cost estimates raise serious question regarding the need
to consider a target or established price for 1979-80 crop sugar materially above
the market support level of 15 cents/pound for the 197P-79 season. Since the
market support level will be slightly lower if time tnret nrlce (payment) ap-
proach Is used. there Is a clear possibility of guaranteeing farmers average COP,
while reducing the market support slightly for 1979-0.
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S. A number of technical issues need to be resolved before USDA undertakes
another study of the cost of producing sugar. These include estimation of sugar
beet processing costs, calculation of land acquisition costs, and giving proper
credit for the value of sugarcane by-products such as molasses.

COST OF PRODUCTION CONSIDERATIONS FOR SUGAR POLICY

INTRODUCTION

Production costs have often been used as guides to price support levels for farm
products. Parity prices computed for major farm commodities under various
formulas used over the years are based roughly on cost of production (COP). As
the index of prices paid by farmers (parity index) for production inputs and con-
sumption items increased, parity prices increased.

Under the 1971 Sugar Act, USDA was to operate the sugar program to main-
tain a price which represented the same ratio between the market price and a
simple average of the wholesale price index (1907=100) and the parity index
(1967=100), as existed between the price objective and those average indexes
during the 1970 crop year. The price objective changed at the same rate as the
average of the parity Index and the wholesale price index, which changed each
month.

The dramatic increase in farm input prices during the early 1970's, triggered
by greatly increased prices of petroleum-based products, rekindled interest in
COP as a guide to setting agricultural price supports.

As a result, Congress directed USDA in 1973 to study the production costs of
milk, feed grains, wheat, and cotton. The Department of Agriculture included
the major oilseeds with grains and cotton In the studies done under the 1973
mandate from Congress. Sugar was not included, because the Sugar Act formula
was still in effect.

It is apparent from the legislative history of the 1973 provision requiring the
COP studies to be done, that Congress anticipated using them as a factor in set-
ting future price supports. Parity prices, had not been used as a direct guide to
support levels for most farm commodities for many years. Congress paid its
respects to parity, but had seldom set price supports at parity levels. For the
1973-74 season, price support levels (loan levels) were 3,5. 42. and 30 percent of
parity for wheat, corn, and cotton, respectively. A new standard was needed for
establishing support levels.

COST OF PRODUCTION STUDIES

USDA sent a preliminary report to Congress in January. 1976. on 1974 costs
and on methods used in estimating them. One year later, USDA sent Congress a
comprehensive report on COP, providing estimates for 1975 and 1976 crops, and
projections for 1977 crons. The techniques for estimating production costs were
consistent from commodity to commodity and from year to year, recognizing
differences in production methods between corn as compared to cotton, for
example.

Five principal cost elements were Identified: (1) variable costs such as fuel
and fertilizer, (2) machinery, (3) farm overhead, (4) management, and (5)
land costs.

The first four categories were relatively easy to classify and estimate, accord-
ing to a USDA report. Land costs, however, were more complex. In the 1976
report, USDA indicated that "six separate methods were used in this study for
determining (an allocation to) the land component, and any one of them may be
appropriate for answering a given question." Land costs were finally estimated
for publication using two methods: "current value," and "average acquisition
value" of the land used to produce the crop In question. The COP estimate using
the latter is substantially lower.

COST OF PRODUCTION AS A GUIDE TO POLICY

Congressional consideration of the Food and Agrtcultural Act of 1077 repre-
sented the fir.qt comprehensive use of direct estimate.q of COP aq a ginde or even
a determinant of price or Income support levels. Current consideration of COP
for ',ugar as a guide to vetttnz price supports is a direct result of the 1973 man-
date on studies and the 1977 debate on the farm bill.
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Secretary of Agriculture Bergland, in testimony before the Senate Committee
on Agriculture and Forestry, March 23, 1977, proposed to apply COP to setting
certalni support levels. Ile emphasized, however:

(a) That measuring COP is a difficult process at best, and that measuring land
costs is an almost impossible problem;

(b) That COP, including a nominal return to land, should be used In setting
target prices or payment levels, not market support levels, for grains and cotton.
Consideration of an escalation formula to set target prices for future years was
not a irominent part of these early discussions.

(c) That market support levels should be based on criteria other than CP.
(The wheat case Secretary Bergland discussed in Senate testimony required
consideration of competitive world prices as the principal factor in setting market
support or loan levels. Setting price support levels for other commodities may
require consideration of other criteria including adequate supplies, returns to
farmers, inflation, prices of other products, etc.)

The Senate used estimates of the national average COP directly to determine
the target price for 1977 crops. S. 275 (the 1977 farm bill) set the target price
for 1977 corn at $2.28, which was the average COP, based on the lower of two
land cost estimates (see the tabulation adapted from the Report on 5. 275).
Loan levels in the 1977 Senate bill were to be set at 85 percent of COP. The
Senate bill did not prescribe a formula to adjust COP from year to year.

PRODUCTION COST: CORN. 1977

Cost per Cost per
Cost factors acre bushel

Variable ................................................................... $89.25 $1. 05
Machinery ownership ........................................................ 25.83 .30
Farm overhead ...................................................... 944 .11
Management ............................................................... 12.98 . 15

Total of 4 factors .............................................. 137.50 1.61
Composite acquisition land value ......................................... 57.74 .67

Total ................................................................ 195.24 2.28

The House of Representatives Committee on Agriculture, in an effort to write
a farm bill that could get Administration support and pass the House, set target
prices for 1977 and 1978 crops below production costs as published by USDA.
The House report specified, however, that in setting target prices for later years
(1979-81), "the cost of production used in making adjustments shall be deter-
mined by the Secretary based on variable costs, machinery ownership costs,
and general farm overhead costs . . ."

No consideration was to be given to increases in land costs In establishing
future target price levels.

The 1977 Act as finally adopted followed the House more than the Senate. It
set target prices for 1977 crops somewhat below USDA production cost estimates.
Loan rates (market support levels) were lower than target prices, except for
Corn.

1977-78 COSTS AND SUPPORT LEVELS

1977 COP Initial 1977-78 target 1977-78 loan rates
estimate I prices (market support)

Corn (bushel) ........................................ 2.19 $2.00 $2.00
Wheat (bushel) ...................................... 3.12 2.90 2.25
Cotton (pound) ........................................ 54 .478 .449

Base on average acquisition value of land. USDA subsequently made small revisions of these estimates. Congress elso
used some slightly revised estimates In its reports.

The final formula for adjusting target prices in later years followed the House
version cited earlier, and excluded land costs. That remains the law today for
grains and cotton.

CRITERIA FOR SETTING MARKET PRICE OBJECTIVES AND TARGET PRICES FOR SUOAB

Market price objectives for sugar should be established with little or no
reference to COP estimates:
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(a) COP is not an appropriate criterion for establishing market price support
levels in any case, as demonstrated in 1977 for major field crops. COP is a useful
guide to setting "target prices", to be achieved by a combination of market
returns and payments.

(b) Rigorous estimates are not available, and there is not time to do the needed
studies in 1979.

The factors that merit serious consideration in setting a market price objective
for 1979-80 crop sugar ae inflation, producer incomes, adequate supplies from
domestic sources, and relative stability of imports. All these factors are sig-
nificant, but it would appear that holding the line on domestic inflation is most
important. Any increase over the 1978--79 market price objective of 15 cents per
pound will increase U.S. food prices in late 1979 and 1980.

Target prices for 1979-80 crop sugar must also be set somewhat arbitrarily,
for reasons cited above. Cost of production is directly relevant, however, to target
pri'e. which represent the overall return to cover producer outlays. Col
studies done in 1979 can be useful in setting target prices for 1980 crop sugar.

Producer Incomes will generally be adequate to bring forth a regular supply
of sugar, and to maintain a healthy domestic industry if target price guarantees
cover variable, machinery, overhead, and management costs, plus a partial return
to cover land costs. Sugar prices are highly variable over the years, and growers
anticipate receiving market prices well above support levels periodically.

COST OF PRODUCTION FOR SUGAR: 1979-80

The average cost of production of raw sugar in the U.S. estimated In the same
way as for grains and cotton, is about 15.0-15.1 cents per pound for the 1979-SO
crop.

This estimate Is derived directly from USDA estimates which are being used
in connection with policy decisions for 1979-80 sugar, and which are summarized
in the accompanying table. It includes variable costs, machinery ownership,
farm overhead and management costs, and an allocation for land based on
acquisition value instead of current value, as used by USDA.

The 15 cents per pound total production cost estimate is directly analagous
to production cost est iniattes inade for grains aind cotton, aind used In sittt ing
ta rget prices for those crops.

These USDA studies are not definitive, as explained earlier in this report.
They are, however, the best available, and they are being used in connection with
policy decisions for 1079-80. They raise serious questions about the need for
1979-80 target prices for sugar significantly above the 1978-79 market support
level of 15 cents per pound. If Congress were to follow the cautious approach
applied to grains and cotton in 1977, it would set tie 1979 target price slightly
below 15 cents per pound, and the market support level as low as 14 cents per
pound.

As shown in the tabulation on p. 9, consideration of current land values, at
approximately the Federal Land Bank rate of interest, gives an average cost of
16.2 cents per pound for 1979-80. The interest rate used was about 7.7 percent, a
figure consistent with earlier cost of production studies of corn, wheat, and
cotton. however, examination of clrre ti regional interest rates suggests that
the Federal Land Bank rate is now somewhat higher.

lTSDA has properly objected to the use of current land values In connection
with using COP as a guide to price support levels for other crops (See Annex for
discussion of a "land price spiral", arising from use of current laud values In
estimating land costs). There are no valid reasons to use current land values for
sugar, and not for other crops. Total Cost (1) in the tabulation (p. 9) has no
validity as a guide for use in setting sugar target prices for 1979-80 if procedures
used for other crops are applied.

Total Cost (2), also from USDA studies, was derived using the same land values
as for (1), but a low interest rate.

Total Cost (3) represents an approach to average total cost of production for
sugar, comparable to average costs that have been used as a guide in setting
target prices for grains and cotton. In published USDA reports setting out
detailed COP estimates for 10 major crops in 1976-78 crops, land costs based on
average acquisition value have been roughly 60 percent as high as land costs
based on current land values. Total Cost (3) was derived from Total Cost (1) by
deleting 40 percent of the land costs Included In the latter. It is coincidental that
(3) and (2) are about equal.
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COST OF RAW SUGAR PRODUCTION PROJECTED FOR 1979-80 CROP

iCents per pound, raw values

Land cost cur- Land cost cur-
Using current Other pro- rent value (7.7 rent value (3.7
value of land duction costs percent interest) Total cost percent interest) Total cost

Beet sugar ................. 12.30 3.85 16.15 2.45 14.75
Cane sugar ................. 14.70 1.55 16.25 .74 15.44

U.S. average .......... 13.36 2.83 16.19 1.69 15.05

Land cost esti-
mate acquis tion

Other value (7.7 per-Using average acquisition value of land production costs cent interest) Total cost

Beet sugar ------------------------------------------ 12.30 2.31 14.61
Cane sugar .......................................... 14.70 .93 15.63

U.S. average ................................... 13.36 1.70 15. 09

SUMMARY OF PREVIOUS COP STUDIiES FOR SUGAR

'1heu estinIIrtes above for 1979-80 are based on a September 1978 USI)A study of
cost of production of sugar Ivets and sugarcane. Data for the study are from a
survey of sugar beet producers iaade in 1976 and studies of major sugarcane areas
conducted between 1969 and 1971. In Ioth cases, allowances were made for
changes in costs by 1978-79, but not for changes in technology.

F r sugar beets, production weighted values were established under various
yield conditions for eight producing areas. On a cost per ton basis, total produc-
tion costs of sugar beets ranged from $28.75 in a region with low yields its 1976
to $24.02 in a region with high yields in 1976. Using a 5-year average yield of
19.68 tons per acre, the 197 --79 cost of producing a ton of sugar beets averaged
alout $26.00 natlosnally. The Intermountain region (Idaho and Utah) was the
highest cost area. at *$31.67 per ton) and the Eastern region (Michigan and Ohio)
was the lowest at $22.62 per ton of sugar beets.

Although most of the information contained in the national survey is current
enough to use as the basis for a cost of production study some problems do exist
The most important weakness of the sugar beet study arises from the use of cur-
rent land values In the land cost allocation, rather than average acquisition
costs over a 35 year period, as is done In cost of production analyses for other
major agricultural commodities. The acquisition value was not available because
the survey questionnaire did not ask for that information. Therefore, a current
land value was derived from a weighted average of actual share and cash rents
and from owned land values as available in other 'SDA material. (It appears
that ISI)A was able to estimate acquisition values of land for other COP studies
from historical data, and may be able to do so for sugar beets also. )

The absence of any information on sugar beet processing costs further compli-
cates analysis of the study. Precessing costs are a major factor In determining
costs of production of sugar because the processor and producer share in returns
from the sale of refined sugar. The per pound cost of sugar production then
depends on yield of beets (a factor in the cost of sugar beet production) and
yield of sucrose. In the 1978 USDA study. the overall cost of producing beet sugar,
including deductions for by-products such as molasses and pulp, was presented
without supporting evidence.

The accompanying table from the USDA report shows an average 1978-79 cost
of raw sugar production of 14.65 cents per pound, based on 1975-77 costs and
yields and current land values. However, holding other factors constant, adjust-
ment of land values to an average acquisition cash basis (as described above)
would reduce that figure to about 13.60 cents per pound.

Note in the tabulation the extreme sensitivity of costs to yield assumptions.
The 3- and 5-year average yields, giving the "raw sugar price needed to provide
a return equal to growers costs of 14.65 and 14.90 cents per pound, respectively,
for 1978-79 (with high land costs) would appear to be most valid, in view of
rising per acre yields.
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TABLE 6.-ESTIMATED IMPACT OF SUGAR BEET YIELDS ON PRODUCTION COSTS AND THE WEIGHTED COST OF
PRODUCING SUGAR, 1978/79 U.S. CROP

[Average production costs]

Sugar beets
Raw sugar price

needed to provide a
Cost per ton of return equal to

Yield base Average yield sugar beets I growers costs I
(tons) (dollars) dollarsjcwt

10-yr average (1968-77) ............................... 19.47 $26.28 $15. 06
S-yr average (1973-77) ---------------------------- 19.68 26.00 14.90
3-yr average (1975-77) --------------------------- 20.00 25.58 14.65
High year level yield (1972)...........................2.30 24.0 13.75
Low year level yield (1974)3 --------------------------- 1 7. 80 28.75 16. 49
1971-75 average ...................................... 19.90 25.71 14. 73

'Costs were computed by dividing the production weighted 1978/79 sugar beet cost estimate ($511.69) and the producer
weighted cost estimate ($533.66) by the appropriate yield value.

U Cost per cubic ton.
High or low yield during the 1968-77 period.

For sugarcane, the USDA study estimated costs of production in 1978-79 at
9.59-9.80 cents per pound, raw value, depending on national average yields. After
addition of processing costs, raw sugar produced from cane was estimated to cost
an average of 14.96-15.20 cents per pound. Costs in Louisiana were about 17.50
cents per pound, substantially higher than in other regions. This raised the U.S.
average cost materially.

As in the case of sugar beets, there are some methodological problems with the
estimates for sugarcane and cane sugar production. Because the information on
which the sugarcane estimates are based dates from 1969-71, the values reported
are actually "indexed projections based on accounting data," and must be re-
garded as only crude estimates rather than the definitive cost of production. Since
Texas was not producing sugarcane when the last studies of cane production re-
turns were done, sketchy data, obtained from the Rio Grande Valley Sugar Coop-
Prative, served as the basis for cost projections in that region. (See Annex 2 for
details).

In addition, the land value bases are not consistent with those used for other
commodities. A share rental rate was used for Imputing land charges in Louisiana,
while the charge for Hawaii, Florida, and Texas was based on cash rental values.
Employing this method and using 5-year average yields, USDA arrived at a cost
of producing and processing sugar from cane of 15.20 cents per pound, raw value.
However, if the same costs were computed using an acquisition value for land
equal to about 60 percent of current values (about the same relationship as that
in other major crops) the average net production and processing cost would fall
to 14.59 cents per pound for 1978 crop cane sugar.

Molasses, the principal by-product of sugarcane milling, is credited to the grow-
ers, unlike sugar beet by-products which accrue to the processor and are not part
of contractually divisible returns from refined sugar sales. This makes it neces-
sary to deduct a molasses credit from cane sugar costs of production. Since mid-
summer, molasses prices have risen about 60 percent (basis. New Orleans). The
higher returns on molasses sales are not reflected In USDA's estimates of 1978-
crop costs of production. Current estimates suggest that the credit should be
about 1.15-1.25 cents per pound of raw sugar, instead of the 0.74 cents per pound
used by USDA. This adjustment would reduce the COP of cane sugar by up to 0.50
cents per pound under all the cane cost concepts shown (line 2, p. 9).

IHOW TO AVOID A "LAND PRICE SPIRAL"

The legislative history of the 1977 farm act was summarized above. The law
requires consideration of other cost increases but explicitly prevents consideration
of rising land costs as a factor in Increasing target prices from year to year, to
avoid "the land price spiral."

A "spiral" exists when the target price (or other support level) is set high
enough to cause an increase in farmers' expectations of returns. This increases
land prices, and therefore the cost of production, when land cost increases are
considered. This, in turn, raises the target price for the next year.

Land prices are boosted again by that action, and the process continues, with
land prices and target prices escalating each other in an endless annual cycle.
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This is illustrated below for corn in a tabulation taken from a USDA publication
(Agricultural Food Policy Review, Jan., 1977). Note that when land costs are
rising at 10 percent per year, total cost of production rises from $2.50 to $3.15 per
bushel in 5 years (Col. 6).

When land costs in the first year only are considered, cost of production rises
$2.50 per bushel to $2.69 In 5 years. Congress has prevented this land price spiral
from escalating target prices and land values for grains and cotton. There is
nothing to indicate that this rule should be amended for sugar.
TABLE 2.-HYPOTHETICAL AVERAGE COST OF PRODUCING CORN IN THE UNITED STATES, 5 CONSECUTIVE YEARS

[in dollars per bushel)

Other Other
production Revised Revised production

Year cost/bushel I Land charge I Total cost land charge 3 total cost costs plus $1

I ...................... 1.50 1.00 2.50 1.00 2.50 2.50
2 ...................... 1.54 1.05 2.59 1.10 2.64 2.54
3 ...................... 1.59 1.10 2.69 1.21 2.80 2.59
4 ...................... 1.64 1.16 2.80 1.33 2.97 2.645 ...................... 1.69 1.22 2.91 1.46 3.15 2.69

1Includes all costs but a land charge; and it is assumed to increase 3 percent per year. Input prices are assumed to
Increase at a more rapid rate but yield increases reduce the per bushel cost increase to 3 percent.

A 5-percent annual increase assumed.
a A I-percent annual increase assumed.

FURTHER NOTES ON COST OF PRODUCTION

Use of COP as a direct determinant of price support levels (target price or
market support) presents an immediate problem of definition: "Vhich cost of
production is to be used?"

Fortunately for the debate over use of COP as a guide to sugar support levels,
the question of definition wNva an'4wered a few years ago, during the Congres-
sional debate on the Food and Agriculture Act of 1977.

Two main questions had to be settled:
(1) Should regional differences be accounted for, or should national average.

be used? The answer is that regional differences could not be accounted for, ntid
that production weighted national average COP provided the most valid guide
to COP.

(2) What land costs should be allowed? Congress used national average COP,
including land costs based on average acquisition value (rather than current
value) and current Federal Land Bank interest rates as a guide in setting target
price levels. As described in the foregoing report, increases in land costs are not
used in adjusting target prices from year to year.

These precedents are directly applicable to the sugar policy debate.
USDA's September 1978 study of cost of production of beets and cane sugar

presents several analytical problems which make accurate cost projections
extremely difficult. For example, in the sugar beet cost study, the regional differ-
ences In estimates of two components of variable costs, "custom operations" and
"miscellaneous expenses," are extremely wide.

The high estimates for custom operations in Region 8 (California and Ari-
zona) can be accounted for by large expenditures for equipment rentals at
planting and harvest time which are common in that area but less so in other
regions.

However, the wide range in miscellaneous expenses ("including crop insurance,
rental expenses, and trace elements") between Region 8 and Region 4 (Southern
Plains) cannot be so easily explained. A preliminary breakdown of these costs
done by USDA for the two areas provides little additional information (note
differences in attached USDA table).

[in dollars per acrel

Region 4 Region 8

Miscellaneous expenses:
Rental fees (including hired equipment) ....................................... 0.005 1. 34
Other chemicals and crop Insurance ........................................... .631 12. 53

Total .......................----. . . 636 13.87
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Stch problems could be resolved by reviewing questionnaires used in the 1976
survey for the 1978 study. But more serious difficulties can be corrected only
by conducting new surveys. This would be done under the proposed Sweetener
Act, and should require use of procedures directly analagous to those being used
for grains and cotton.

The failure to ascertain acquisition costs for land is another factor which
limits the usefulness of the 1976 survey. It is not clear that USDA established
acquisition values by survey for other crops, or by other means. Another more
nagging problem stems from estimating 1978-79 and 1979-80 costs by indexing
sugarcane producers' costs from a 1969-71 input mix which may be seriously
,out of (late. Changes to lower cost inputs in recent years could not be reflected
in the indexes used to update the old survey data. Therefore, 1979-80 production
costs may e substantially overstated.

SUGARBEETS: PROJECTED 1978/79 CROP PRODUCTION COSTS PER HARVESTED ACRE AND PER TON, BY COST ITEM,
SPECIFIED STUDY AREAS"

Regions

Cost item 1 2 3 4 5 6 7 8 All

COST PER ACRE

Variable -------------------- 229.05

Seed -----------------------------
Fertilizer --------------------------
Lime -----------------------------
Chemlcals,' -----------------------
Custom operations J. .

.... . . . . . . . . . .

All labor --------------------------
Fuel and lubrication -----------------
Repairs ...................
Miscellaneous expense 3 ..............
Interest ...........................

Machinery ownership cost ....

Replacement ----------------------
Interest ...........................

204.29 301.69 332.22 288.26 337.51 377.30 485.74 318.95

6.94 14.82 14.47 15.71 13.51 16.73 18.52
68.43 29.43 41.11 38.59 53.80 67.34 83.26

.59 .03 0 0 0 0 .98
19.88 21.70 23.98 37.48 22.02 28.19 38.40
27.91 7.38 13.50 37.51 5.77 16.58 20.60
69.97 82.91 128.64 129.20 128.62 136.74 146.42
11.85 13.88 38.82 24.03 22.85 34.30 26.01
12.28 14.99 27.52 35.57 20.13 19.94 21.83
1.86 10.56 1.61 .64 9.88 4.14 5.95
9.34 8.59 12.04 13.49 11.68 13.55 15.33

9.27
42.57
2.97

39.14
126. ,9
176.47
35.66
20.05
13.87
19.15

35.65 43.76 52.58 65.57 52.47 53.67 57.69 27.79 44.29

23.18 28.19 34.00 41.20 34.71 34.48 37.28 17.99
12.47 15.57 18.58 24.37 17.76 19.19 20.41 9.80

General farm overhead .............
Taxes and insurance ' .............
Management ......................

Total, excluding land$ ---------
Land allocation: Current value I --.--

Total production costs .........

COST PER TON

Variable ..........................
Machinery ownership ..............
Farm overhead ....................
Taxes and insurance' ---------------
Management ......................

8.57 13.65
12.99 6.70
30.45 24.75

8.66 8.93 12.67
6.68 5.54 11.20

34.69 34.78 40.95

9.89
7.48

32.01

13.44 9.38 11.02
10.71 18.59 10.55
38.93 46.81 34.86

316.71 293.15 404.30 447.04 405.55 440.56 498.07 588.31
88.27 57.65 92.00 76.72 65.83 97.91 127.01 128.52

404.98 350.80 496.30 523.76 471.38 538.47 625.08

12.80
1.99
.48
.72

1.70

Total, excluding land a ......... 17.69
Land allocation: Current value# -..... 4.93

14.19
3.04
.95
.46

1.72

16.31
2.84

.47

.36
1.80

18.88 15.17
3.72 2.76
.51 .67
.31 .59

1.98 2.16

20.36 21.86 25.40 21.35
4.00 4.97 4.36 3.46

19.85 15.03
3.16 2.30

.58 .54

.44 .42
1.88 1.55

25.91 19.84
5.76 5.06

419.67
92.02

716.83 511.69

18.54
1.06
.35
.71

1.79

22.45
4.91

16.20
2.25
.56
.54

1.77

21.32
4.68

Total production costs .........

Yield per acre (ton) s ..........

22.62 24.36 26.83 29.76 24.81 31.67 24.90 27.36 26.00

17.9 14.4 18.5 17.6 19.0 17.0 25.1 26.2 19.68

* Average production costs represent the total cost of producing the entire U.S. or regional sugarbeet crop divided by
the total production.

a Includes herbicides, Insecticides, fungicides, and rodenticide materials not included under custom operations.
3 Includes custom application of crop chemicals, fertilizer, and lime along with custom planting, cultivating, irrigation,

harvesting and hauling.
Includes crop insurance, rental expenses, and trace elements.

'Includes ceal estate and property taxes along with general farm insurance.
IReal estate taxes a land expense, are Included above as they could not be separated from property tax.

Based on prevailing tenure arrangements in 1976f77 reflecting actual combination of cash rents, net share rent, and
owner and operator land allocations. Cropland values for 1978 are used with owned land.

Costs per ton represent the costs per acre divided by the yield per acre.
Yield per acre Is the 5 year average (1973-77) yield for each region.

13.32
47.54

.80
28.37
38.92

123.69
25.78
19.79
7.87

12.87

28.62
15.67
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Mr. 1PorrviN. Thank you, Mr. Chairman.
I would also like to note that the U.S. Sugar Report for the 3 months

ended January 31, 1979 as compared to the same period 1 year ago
shows an increase of roughly-well, it jumped from $962,000 to $2,542,-
000 which does seem significant. That is now in addition to Gulf and
Western.

As Mr. Schnichter's report also notes, if you treated other crops
the same as the House bil Iwhich is cheaper than the Senate bill, if
you treated other farmers the same, it would cost an extra $3.6 billion
a year in direct costs. That would be subject to the usual multiplier
of almost doubling it, of course.

There is no reason to suppose that other farmers are going to stand
by and let you give more to a groulp of 13,000 or 14,000 farmers who are
already receiving $11/3 billion per year.

)esp~ite what a number of witnesses have said, I think that it. is quite
clear that, a mandatory quota is antithetical to, contradictory of, and
just usually injurious to the International Sugar Agreement. The
Trade Act of 1974 provides trade assistance, as was noted by Senator
Church, for those hurt by free trade. We think that, in the American
tradition of what is sauce for tile goose is sauce for the. gander, that
there should be similar treatment for those hint by protectionism.
There. have been a number of firms that have gone out of the sugar
refinery business in the recent last. If this sort of legislation is emiacted,
I think this committee should be squarely put on notice that there will
be more. They cannot all survive.

I would hope too, Mr. Chairnian. that you would try to get VSDA
to clean up its act, on loans. Setting the Florida loan at 14.98, in con-
junction with a price objective of 15 cents, is an act of certifiable
insanity, in my opinion. I must say that by the time you get done tabu-
lating the freight. the polarization correction, the south of Hatteras
discount and the interest, you would have to come up with an additional
$l.17 to get out a loan. $1.17 a lhndredweight. of course. If they go
on this sort of a loan structure again, there just simply is no hope.

I think, too. that it should be noted that Louisiana and Hawaii,
a1cording to the February sugar rei)ort. had acreage increases in sugar
respectively of 17 percent and 19 1)ercent.

Senator MAT .AOGA. Thank you very neih. We certainly anmreciate
yomr nrecsenttion. althou'rl it 'nv be in on)position to the bill.

[The prepared statement of Mr. Potvin follows :1
STATEMENT OF c"REGO R. POTVTN ON BEITALF OF TTIE 1*NITED ITATFS CANE UGAR

REFINERS' ASSOCIATION

Mr. Chairman. my name Is Grezg R. Potvin. T am president of the United States
Cane Sugar Refiners' Association. Our association represents the small. independ-
ent cane sugar refiners. The two largest cane sugar refiners, one a cane sugar
grower-owned cooperative, the other-s conglomerate engaged in both sugar
beet processing and the production of high fructose corn syrup, are not members
of our association.

Our members, a list of whom is attached. operate refineries in nine states-
Florida, Georgia. Illinois. Louisiana. Massachusetts. Missouri, New York, Penn-
sylvania. and Texas. They also operate a number of facilities In other states.

They receive, refine, and distribute sugar throughout the year-they are not
restricted to any seasonal production patterns. And they buy raw sugar from
both domestic and foreign sugar producers.



76

Mr. Chairman, I appear here today in opposition to S. 463.
If adopted, this bill would have a disastrous impact upon the cane sugar

refining industry, and supporting Industry and labor, such as truckers, suppliers,
dock workers and employees at the refineries. Additionally, It will add between
800 million and $1.1 billion a year to consumer burdens in addition to the $21h-3
billion additional annual consumer cost created by the current sugar program.
The total annual additional cost imposed upon consumers will approach $4 billion
the first year and correspondingly more thereafter. The total for the life of the
bill will be on the order of the national debt of a medium-sized nation.

In the last decade, annual per capita consumption of corn sweetners-corn
syrup, dextrose, and high fructose corn syrup-has skyrocketed from 17.7 to
338 pounds--an increase of 16.1 pounds or 91 percent

During the same period, per capita consumption of sugar dropped from 101 to
92.7 pounds, a drop of 8.3 pounds, or 8.2 percent

Mr. Chairman, if adopted, the high rates mandated by S. 463 will greatly ac-
celerate this trend.

Per capita consumption of corn sweetners will continue to climb, and that of
sugar will continue to fall.

Corn witnesses testified before the House committee on agriculture that their
cost of production is between 130 and 14¢ per pound--other estimates are even
lower. If high fructose corn syrup Is actually being sold today for as little as 11
per pound, S. 463 would result in a cost of refined sugar of over 204 a pound-
how can we survive?

To date, the rate of decline in per capita sugar consumption has been greater
for imported sugar than for domestically-produced sugar. As a result, imported
sugar accounts for no more than around 30 percent of the nation's sweetner
needs. Domestically-produced sweetners, both sugar and corn, account for around
70 percent of our needs. Our sweetner self-sufficiency has increased 16 percent
over the last decade.

Given these ratios, and the inevitability of corn sweetner expansion, it is ab-
surd to suggest that this bill is needed to insure that American consumers will
not be at the mercy of foreign producers, a la OPEC.

The USDA intentions to plant report indicated that sugar beet acreage would
be down 11 percent this year. This overstated the amonut of loss production since
in some of the high-yield states, such as California, acreage increased. B. W.
Dyer & Company, a highly respected sugar broker, conducted a survey of sugar
processors that attributed the decline in acreage to the announced closing of the
U & I Sugar Company. Dyer said "The decline in acreage is because of U & I's
decision to sell its sugar operations, otherwise acreage would have increased
0.82 percent".

In the last few days the announcement had been made that plants in the
state of Washington will not be closed but will be operated by a farm coopera-
tive. More recently Amalgamated Sugar has announced it is negotiating the
purchase of these plants from the Grower Cooperative. Truly, a testimonial to
their optimistic view of the marketplace. The production from 70 percent of the
acreage going through U & I plants was handled by these two Washington state
processing plants. The statement has also been made that much of the acreage
heretofore processed by U & I in other states will be processed by Amalgamated.
Thus, It may well be that beet acreage will hold steady this year. Sugarcane pro-
duction is expected to "be slightly above last year", according to Howard Hjort,
USDA's Director of Economics.

In the recent past, a number of companies have gone out of the cane sugar
refining business. Some refiners have closed, others have been reopened on a
greatly reduced operating basis. No new refineries have been built. Refiners'
profits are grossly inadequate at this time. They desperately need additional
income--they simply cannot sustain the additional burden sought by this
legislation.

Thousands of Jobs have been lost; if S. 463 is enacted many more will disappear.
The problems of the cane sugar refining industry are not attributed to eco-

nomic reality, but to the inequity of government regulation.
As a result of government impediments, sugar imports today are smaller, both

In tonnage and as a percent of the total market, than they have been in recent
years. Raw sugar tariffs and import fees have increased 886 percent in a little
over two years.

Mr. Chairman, at the present time, there are four cane sugar refiners operating
in the northeast. These companies provide virtually all of the sugar consumed
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in this 12 state region, which is almost wholly dependent upon imported sugar.
If S. 463 is adopted, there is at least a distinct possibility that several of these

companies will go under.
If they do, one company, the largest sugar company in the nation, one that is

not only a refiner, but a beet sugar and corn sweetner processor, might well have
the market to itself. This would clearly constitute an unacceptable level of con-
centration.

Thus, one of the net effects of S. 463 will be to lessen competition by
government decree.

Our refiners in other regions of the nation will also suffer. Because of the
allowance for marketing expenses (as part of the cost of production of sugar
beets) to beet processors, we face unfairly subsidized competition.

The committee is, of course, well aware that title II of the Trade Act of 1974
provides "adjustment assistance" for those workers, firms and communities that
are impacted by imports. Some domestic sugar industry workers have already re-
ceived this assistance and all of the others are eligible for it.

We believe that it is necessary to extend "adjustment assistance" to our in-
dustry, and perhaps other Industries, that are threatened not by imports, but
rather by protectionist measures, such as S. 463.

If the committee is going to adopt S. 463, we believe that it is only fair and
equitable that it also amend the Trade Act to extend "adjustment assistance" to
our firms, to our workers, and to our communities.

Ironically, domestic cane sugar producers depend upon the cane sugar refiners
more than foreign producers. Domestic producers need the refiners as an outlet
for their sugar.

If domestic producers are to prosper, a viable cane sugar refining industry must
be maintained.

There's no logic in setting price supports at so high a level to protect high-cost
producers when most producers can prosper at much lower levels.

Whatever short term gains the efficient sugar producers might receive In
higher and even windfall profits would soon be lost as the corn sweetener proc-
essors gobble up more of the market, and the cane sugar refining industry
collapses. Pegging a support price at levels designed for the highest cost pro-
ducers is a blueprint for disaster.

Whatever differences cane sugar refiners and producers and processors may
have from time to time, let's face It-we need one another.

What happens to the domestic producer when the refiner goes under? Where
will he sell his sugar? The costs of constructing a cane sugar refinery today are
prohibitive. Chances are overwhelming that no new refineries are going to be
built.

As this point I shall address some of the specifics of S. 463.
The market price objective for the 1978 crop; namely, 17 cents a pound, is far

too high. There Is absolutely no economic justification for it.
The support level was 13.5 cents for the 1977 ciop and 14.73 cents for the 1978

crop. The 17 cent level would apparently be imposed upon the 1978 crop retro-
actively. Thus, from one crop year to the next, the support would go from 13.5 to
17 cent.s---an increase of 3.5 cents a pound or 26 percent. If one computes the In-
crease from just prior to the passage of the De La Garza Amendment in mid-
1977, the increase is nearly 70 percent.

To the above must be added the proceeds from by-product income. The support
levels provided by 9. 463 do not reflect the dramatic increase in the price of mo-
lasses. Molasses prices have doubled in the past year, and are expected to go
much higher. It has been computed that the range of farmers' Increased income
from this source is from .75 to 1.50 cents per pound of raw sugar. Thus, with
molasses prices going up, S. 463, rather than providing a 17 cent price, In actuality
could provide for a much higher price. With the added one-half cent payment,
this could constitute a level of at least 17.75 cents per pound.

A mandatory quota is inexcusable. This is simply a method to create an arti-
ficial shortage and drive up the price even further. Since the legislation would
remove the current 50% ad valorem limitation on import fees, the imposition of
a quota would never be needed for purely economic reasons. The use of a quota
would be a political, not an economic, judgment. To make Its use mandatory
would be an utter absurdity.

Further, this sort of quota device Is antithetical to, and contradictory of, the
goals and objectives of the international sugar agreement which It purports to
implement.

44-979--79----6
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It has been advocated that the No. 12 spot price be used to determine the daily
price. The recent consent decree providing for the resumption of the Issuance
of daily No. 11 and No. 12 spot prices by the N.Y. Coffee and Sugar Exchange has
not yet become effective. Indeed, it is not clear whether the differences between
the Department of Justice and the Commodity Futures Trading Commission have
been fully resolved. Nor Is it clear that the No. 12 market will be viable In the
future.

Both the public and the industry need the sugar exchange. Accordingly, It seems
shockingly irresponsible to advocate the use of the No. 12 as the price determi-
nant for the purposes of the domestic sugar program. It is so thin as to almost
invite manipulation. See exhibit I for the relative volumes of the No. 12 and No.
11 markets.1

Another problem-almost certainly fatal to a viable futures market-is the
thinning down of the price corridor to ___ cent. This is a grossly insufficient
range for the workings of a free market. Deprived of the opportunity to hedge-
refiniers and industrial users of sugar will have no choice but to institute a "self-
insurance" program. This will add another increment of cost which must be
passed on to consumers.

The cost of production data available is sketchy at best. USDA has arrived at
figures by indexing up costs collected a number of years ago.

A study conducted for us by Schnittker Associates, a highly respected agricul-
tural economic consulting firm, indicates that if sugar Is handled as tile major
crops-wheat, feed grains and cotton-a 1979 crop price of about 15 cents a
poxnnd would be appropriate. The report states:

"The average cost of production of raw sugar in the U.S. estimated in the same
way as for grains and cotton, is about 15.0-15.1 cents per pound for the 1979-80
crop.

"This estimate is derived directly from USDA estimates which are being used
fi connection with policy decisions for 1978-80 sugar, and whii(h are sulnnmarized
it tihe accompanying table. It includes variable costs, machinery ownership, farm
overhead and management costs, and an allocation for land based on acquisition
value Instead of current value, as used by USDA.

"Tile 15 cents per pound total production cost estimate is directly analogous
to production cost estimates made for grains and cotton, and used in setting
target prices for those crops.

"These USDA studies are not definitive, as explained earlier In this report.
They are, however, the best available, and they are being used in connection with
policy deci.tons for 1979-80. They raise serious questions about the need for
1979-80 target prices for sugar significantly above the 1978-79 market support
level of 15 cents per pound. If Congress were to follow the cautious approach
apilied to gralns. and cotton in 1977, it would set the 1979 target price slightly
below 15 cents jir pound, and the market support level as low as 14 cents per
pound."

The cost figures in the Schnittker report are reinforced from the farm. In the
January, 1979, Issue of the "sugar producer", a sugar beet farmer said, "for the
Washington beet grower, a price of 15 cents a pound wvoirld let established grow-
ers make a small profit, but would not encourage any new growers.

"A price of 16 or 17 cents a pound might draw In some new growers", he said,
"who would have to pay the high cost of financing and current land values."

Again, 15 cents appears to be appropriate.
In addition, we doubt that the committee would want to give more favorable

treatment to the sugar producers than to the producers of other crops. But If it
adopts S. 463 it will do exactly that.

The Schnittker report states:
"If target prices and market support levels In other major crops (corn, wheat,

rice, cotton and other feed grains) bore a similar relationship to production costs,
the added cost to government and consumers would probably exceed $3.6 billion.

"Direct government costs in payments to farmers could total about $1.5 billion.
"Additional costs to government would arise if loan activity increased In re-

sponse to higher loan rates.
"Higher market prices for these commodities could cost consumers over $2.1

billion."

1 See exhibit II.
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ADDITIONAL COSTS ASSOCIATED WITH CHANGES IN TARGET PRICES AND MARKET SUPPORT LEVELS (179 CROP)
CONSISTENT WITH CURRENT PROPOSALS FOR SUGAR

[in millions of dollars

Farmer receipts
Government attributed to higher

Crop payments market Ixices I

Corn ................................................................... 275 200
Wheat ................................................................. 100 690
Rice ................................................................... 22 60
Cotton ............................. ................................... 1,000 715
Sorghum ............................................................... 130 340
Barley ................................................................................... 115

Total ............................................................ 1,527 2,120

Based on average yields and January plnting intentions.

We urge the committee to set the 1979 price at 15 cents a pound.
If after the Department of Agriculture conducts its comprehensive cost of pro-

duction study, it finds that 15 cents a pound is not adequate, the additional amount
cal be made u) its government payments.

In the following years, the producers will be protected because the cost of
lpro(luction will be included.

Consumers are already paying over $1.3 billion in direct costs (6.125 cents
import fee/duty per pound times 11 million tons) a year to support the domestic
sugar producers. Alfred Kahn, chairman of the council on wage and price stability
liss stated that each penny increase 11 the price of sugar results in consumer
costs of $400-$500 million. The direct cost is about $220 million. Thus the $1.3
billion of direct cost resulting from the duty and import fee results in a con-
sumer burden of around double that amount. It's not equitable to burden them
and the cane sugar refining industry further if the costs of production do not
justify it. If they do, producers will be protected by the government payment.

We respectfully urge the committee not to price sugar out of the sweetener
market on the basis of unfounded cost of production estimates.

This is your first .hin.t- during this congresss to cope with food inflation. You're
already doing more for sugar farmers than any group in agriculture-they have
nmde no showing that their cost of production exceeds present support levels.
Indeed. avatlahle evidence establishes that the present 15 cent level is equal to
the average cost of production.

If you can't hold til hintI here, where will you hold it? If you give way on tills
isn ---you're going to be overrun by food Inflation.

In truth gentlemen-this may well be both your first-and your last--chance!!
The cost of the sugar program is becoming astronomical-what this bill pro-

poses is simply beyond all reason. It would rob eonsumers-deeply injure and
possibly destroy reflners-prevent the ISA from ever functioning-give the sugar
market to lower-priced competitive sweeteners-and in the long run lliminate
many domestic sugar producers. The bill is an absolute abomination-hideously
inflationary and profoundly anticonsumer!

Imperial Sugar Co., Sugar Land, Tex.
The National Sugar Refining Co., 666 ThiIrd Avenue, New York, N.Y.
North American Sugar Industries. Inc., P.O. Box 1646 Mobile, Ala.
Refined Syrup; & Sugars. Inc.. 1 Federal Street, Yonkers, N.Y.
Revere Sugar Corp., 120 Wall Street. New York, N.Y.
Savannah Foods & Industries, Inc.. P.O. Box 339, Savannah, Ga.
The South Coast Corp., P.O. Box 8036. Houma, La.
Southdown Sugars, Inc., 1820 Canal La Salle Building, New Orleans, La.
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ExHIBIT I

RELATIVE VOLUME NO. It AND NO. 12 SUGAR CONTRACTS

No. 11 No. 12

Date March Total Mach Total

Jan. 2 ............................................. 803 1,584 2 2
Jan. 3.. ..................................... 2,767 4. 998 25 26
Jan. 4.................;: ' . "....................2,095 3,230 25 25
Jan. 5 ............................................. 3,320 2,202 75 75
Jan. 8 ............................................. 846 1 770 395 510
Jan. 9 ............................................. 3,926 6,116 536 773
Jan. 10 ............................................ 2,093 4,075 17 56
Jan. 11 ........................................... 2,391 4,248 0 0
Jan. 12 ........................................... 1,519 3,007 1 4
Jan. 15 ............................................ 1,898 3,094 5 24
Jan. 16 ........................................... 1,497 2,939 69 71
Jan. 17 ........................................... 1,596 3,072 50 95
Jan. 18 ............................................ 1,610 2,951 0 11
Jan. 19 ........................................... 1,173 2,476 0 0
Jan. 22 ....................................... 1,852 3,381 14 15
Jan. 23 ...................................... 1,313 2,812 75 85
Jan. 24 ........................................... 1, 9A3 4.301 10 32
Jan. 25 ........................................... 1,337 2,865 0 158
Jan. 26 ............................................ I, 138 2, 331 5 5
Jan. 29 ............................................ 1,148 2,766 51 97
Jan. 30 ............................................ 1,714 4,107 0 0
Jan. 31 ........................................... 1,888 4,926 86 151Feb. I ............................................. 2,538 5,690 44 99
Feb. 2 ............................................. 1,472 3,944 10 15Feb 5 ............................................. 2,241 6,294 4 4
Feb. 6 ........................................... . 1,272 3 543 9 109
Feb. 7 ............................................ 3,187 3,590 12 12
Feb. 8 ............................................. 2,625 7,648 1 167 167

May Total May Total

Feb. 9 ............................................. 1.561 6,191 6 9
Feb. 12 .......................................... 1 017 4,679 2 6Feb. 13 .......................................... 1:51 5,703 1 52
Feb. 14 ........................................... 1,631 5,551 51 83
Feb. 15 ........................................... 2,315 8,043 0 10
Feb. 16 ........................................... 1,287 4,353 0 0
Feb. 20 ............................................ ,211 5,200 0 0
Feb. 21 ............................................ 1,670 7,252 20 20
Feb. 22 ............................................ 6,758 24 24
Feb. 23 ........................................... , 549 5,476 4 4
Feb. 26 ........................................... 1, 323 6,268 0 100
Feb. 27 ........................................... ,111 6,296 9 40
Feb. 28 ........................................... ,084 5,474 3 6

I Last trading day for March No. 12 contract

ExniBT II

The No. 12 spot is defined as the domestic value for imported raw sugar de-
livered to the U.S. basis the Port of New York. The value includes the cost of
sugar at origin, cost of freight to the U.S., costs of marine insurance, unloading.
supervision, miscellaneous, other costs, and import duties and fees. The No. 12:
value was adopted by domestic producers, beet and cane, as a mechanism to price
their sugars.

The No. 11 spot (world) is defined as the price for sugar placed free of cost to
buyer on board and stowed the buyers vessel in a Caribbean Sea Port. All costs
to move the sugar from the origin to destination are then the responsibility of
the buyer.

During most of the years of the previous Sugar Act the No. 11 (world) market
acted independently of the artificial premium market in the U.S. (No. 12). The
Sugar Act permitted the Secretary of Agriculture to manipulate import quotas
to adjust the supply of sugar to the U.S. Therefore adjusting the domestic price
(No. 12) to reflect a so-called parity or target price. Since the world market (No.
11) was in effect a dumping ground for raw sugar not eligible for entry to the
U.S., that (the No. 11) market was severely depressed when compared with tie
domestic price (No. 12). It was, therefore, relatively easy for the Department of
Agriculture to maintain a level price in the U.S. Throughout the year in fact
rarely changing by more than 3 tenths of one cent per pound per year. Of course.
the price in the U.S. was 4 to 6 cents per pound higher than In the world market.
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At present the U.S. market is a function of the world market. Price for sugar
nhlivered to the U.S. is now based on the world price plus ocean freight, insur-
ance, unloading, supervision, and exorbitant import duties and fees. We in the
U.S. are in the world market. To base a support and fee system on the No. 12
which is lightly traded, and therefore subject to trading excesses despite the ac-
tions of regulatory bodies, is to court disaster.

If one of the purposes of legislation is to enable the U.S. to join the world of
sugar via the International Sugar Agreement, would it not be better to include the
use of the No. 11 spot which is a world price, widely traded, and not subject to
wa nipulation.

Senator MATSUNAGA. Our next witnesses making up a panel are: Mr.
David C. Carter, president, U.S. Beet Sugar Association; Mr. Malcolm
Young, executive manager, California Beet Growers Association, Ltd.;
MI. Bill Davis, Mountain States Beet Growers Association; Mr. Wil-
liam M. Turrentine, beetgrower and director, Colo-Kan Sugar Coop-
crative.

Mr. CARTER. Senator Matsunaga, I am Dave Carter. Mr. Davis is
appearing here as a substitute for Dick Blake. Mr. Blake is over at the
I louse, Ag markup right at the moment. Mr. Davis will fill in very well
for him.

Mr. Davis is from Kansas and Senator Dole recognized him immedi-
ately.

Sh all I start?
Senator MATIsUNAGA. Please.

STATEMENT OF DAVID C. CARTER, PRESIDENT, U.S. BEET SUGAR
ASSOCIATION

Mr. CARTER.AMy name is Dave Carter. As President of the U.S. Beet
Sugar Association, I represent processors who produce and market 25
percent of all sugar consumed in the country each year. America's
sugarcane processors and growers operate as a partnership, joined by
a contract which provides for a sharing of the net proceeds derived
from marketing the sugar that the farmers grow, and we process. This
interdependence goes beyond our contract.

Sugar beets are worthless without nearby processing plants. Simi-
larly, the processing facilities can operate only if there are sugar beets.

In 1970, there were 59 of these sugar processing plants. By Janu-
ary 1. 1179, that number had shrunk to 49, reflecting the financial
criunci that lia! plagued the domestic sugar industry this decade. Five
more beet iprocessing plants will be shut down this year and if some-
thing is not done, additional plants will close in the near future.

Trne does not allow a discussion of every essential aspect of sugar
regulation responsive to the needs of the beet sugar processor and
growers. I wish to point out, however, and somewhat in opposition to
the previous wvitness, that total reliance on simple imnport duties and
fees on imported sugar is not an effective tool to achieve a price ob-
jective. There is coml)pelling evidence to support this view.

After Congress adjourned, sine die, October 15, without passing the
sugar legislation, the administration announced within a week that
it would utilize sl)eeial fees to achieve a 15-cent price objective during
tli first quarter of 1979. Since the New York Coffee and Sugar Ex-
change has been enjoined from publishing a daily spot price of sugar
in this country, world spot price, calculated by the ISO and adjusted
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for Caribbean imports plus freight insurance plus related costs was
to be used. Subtracting these costs plus the current duty of 2.81 cents
and tie new fee of 3.5 from 15 cents means that a world price of 7.94
cents is necessary to achieve the U.S. price objective.

Tito Presidential proclamation provides further that the special fee
will be adjusted for tie next quarter based on the average of the world
prices during the preceding 20 market days. I have attached to miy
statement a compilation oi tie applicable world market prices for
sugar reported by tile international Sugar Organization in London
for the t rating dates of J an ary 1, 1979.

I wold point out to the comniittee that the price floundered well
below tie amount that is 7.94, necessary to achieve 15 cellts in New
York through .Jaimiary ll) mll. i 'ebruarv 8. The -20 days on which
fees for the Se(.oll([ ('ah ilniar (piarter will be determined started Feb-
rimary 20 amii( eluded jist t I s past Nl0Id)lay, Match I9. During tilat
t ili, the reported %vorld price averaged 0.6 cents above the 7.94.

Unless soiethilig is done, tie import fee of 3.:5 cents will be re-
lced by 0.60 cents for tile quarter starting April 1. While the 1),aper

vatle of the sugar lahld iil New York may have achieved the 15-cvit
target price during Ili,., brief period, precious little sugar was actu-
ally traded at or alo\e t alt price.

WVorld sugar jii, ni )iilatmtois have reported relatively small transac-
t iolls at, higher prices in order to artificially drive tile price li)Ward.
''llo IU.S. import fee will have to be jeduteed inl accordance with the
1'residen's prolamatioi unless something is done.

This chart is substantiated by the ('omiiodity News Service story
March 7, that states, and I quote: "l)omestic cash market business
remains quiet as major refiners are content for an expected shar)
reduction in the U.S. i lu)ort fee come April 1.',

In tile second )aragral, the CNS reporter reports ai unnamed
source as saying, "I have no hesitation in telling you that every refiner
has a whole bunch of boats just outside the harbor waiting for April
1." 'T'lat is a direct source.

Other trade sources maintain that substantial amounts of sugar are
being imported and placed under bond pending tfie fee reduction. The
valuo of going through this exercise is clear. A 0.\, centt reduction in
tile ill)ort fee for a 2(,000 long ton cargo of raw sagar announced to
a savings to the purchaser of $250,000.

We urge tie members of this committee to call this travesty to the
attention of the President aitd urge 11l11 to amend his )roclamation.
It is )recisely this kind of underhanded skuldugery that makes us
dlependet on the world sugar market, a danigerolls and uncertainty
ovT'r A ellvricall colnsullet's.

MIi. Cliairman, I ask that nmy full statement appear in the record
md the other points I covered. I believe that, is the major point.

Selator MATSUNA A. lWithout objection, it is so ordered.
Who will speak next?

STATEMENT OF MALCOLM YOUNG, EXECUTIVE MANAGER, CALI-
FORNIA SUGAR BEET GROWERS ASSOCIATION, LTD.

Mr. YouNo. I am Malcolm Young, California Sugar Beet Growers
Association. We have submitted our statement for tile record; I will
excerpt from it as briefly as possible.
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Our Association represents some 2,400 sugar beet growers in the
State of California. California is in its 110th year of beet sugar pro-
dietion. Our production has ranged from 25 percent to 30 percent of
all beet sugar produced in the united States. This represents from 7
to 10 percent of the Nation's sugar consumption.

I might add that, at tines, I think we have cluallenged Iawaii for
first place. We were the leading State before you became one, sir.

Beet production has been the cornerstone of many of our farming
operations in the State and may be forced out of the lIsiness unless
your committee aplproves legislation which will protect us from bur-
dlensome world surlpluses and unfair foreign competition. Ruinous
Iprices during the past 3 years has resulted in ctosiol of our sugar beet
acreage by some 30.5 Iercent.

We have studied '. 463 and compliment Senator ('hutch, Senator
LIong 1ad( its cosponsors for1' a sugar bill that incorporates the essentials
necessary to maintain a viable domestic industry and provide stable
prices; for consumers.

The bill which you have huder consideration has our support. Its
purposes are twofold. It includes the legislation necessary to imple-
ment the International Sugar Agreement and, at the same time, pro-
vides for a domestic sugar program for sugar beets and sugarcane.

We urge this commi ittee to round out tle provisions of this bill in
a manner that will bring it into reasonable conformity with similar
legislation being developed ill the House and leading to its quick ac-
ceptance. by the (Congress and approval l)v the President.

I nde,, re-,,teut (onditionm. California growers need prices in the
range of $2S to S31 per ton for their 1978 and 1979 crop, if our industry
is to survive. The hill before thlis committee, can accomplish this, and
can also provide price protection for future inflation through its ad-
justinents of the price objective.

I have p1 )inted out some facts in my statement about the impact
of a reduction in acreage fro i the California scene. For one thing. a
30.5 percent reduction in acreage. By that fact alone. reduce the length
of factory operations and opportunity for employment ill factories by
30.5 percent. This has treniendously affected the small. independent
truckers in the State who. in 1976. trucked about 9 million tons of
beets; this Vear, about 5.5 million tons.

The lova eeonomyin in towns where factories are located have heen
affected. We. have the same. land diversion problem into other crops
that, was mentioned earlier by Senator (i'iureh. The land that was in
beets has gone to cotton, wheat, corn. feed grains. and beans. None
of those crops are particularly attractive. Some of those prices. I think,
have been alected by the beet acreage that have gone down. Unless
pries are stabilized to give growers and processors a fair return. Cali-
fornia will not be able to support its remaining factory capacity. which
wo estimate to he sugar from 280,000 acres of sugar beets. One factory
has already closed. This means more closed factories.

One fact. that T think has been overlooked in manv of the state-
ments and conmnents about sugar is the fact that the Western United
States and Hawaii, the sugar-producing States. produce tremendiously
muchi more sugar than is consumed in those areas. This has resulted in
intense competition in the marketplace. and when compared with the
prices in the, Northeast which are dependent on imported foreign
sugiar, there is a savings to the consumer of some $2 a hundredweight.
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For example, the USDA Sugar Report reports that wholesale re-
fined sugar prices in the Northeast for 1979 were $20.87 per hundred-
weight; the Chicago, west market, $18.66 per hundredweight and in
California, $18.89 per hundredweight. Our exhibit includes the figures
back through 1970 and bears out this contention.

A phaseout of the domestic sugar industry would eliminate impor-
tant competitive factors in the Chicago-Pacific coast, and other mar-
kets where beet sugar is sold. Further than that, nearly 100 percent
of the sugar sold on the Pacific coast market and in California is Cali-
fornia beet sugar and Hawaiian cane sugar. Approximately 60 per-
cent of the sugar sold on the Chicago and West market is beet sugar.
There are no conveniently located cane refin-rs that could supply the
over *.5 million tons normally needed by the fruit industry.

The consumers have paid dearly for imported refined sugar coming
from coastal facilities, and shipped inland at high freight costs.

Thank you, sir.
Senator MrATSUNAGA. Our next witness is William A. Davis, presi-

,dent, American Sugarbeet Growers Association.

STATEMENT OF WILLIAM A. DAVIS, PRESIDENT, AMERICAN
SUGARBEET GROWERS ASSOCIATION

Mfr. DAVIS. Mr. Chairman, my name is William A. Davis. With my
sons and grandsons, I farm sugar beets on a farm near the Colorado-
in fact, both sides of the Colorado-Kansas line. I am also representing
the Mountain States Beet Growers Association for which I currently
serve as president.

Mr. Blake regrets that he could not be here this morning and, with
your permission, I would like to present his statement for the record.

Senator MATSUNAOA. Without objection, Mr. Blake's statement will
be included in the record in full and we would appreciate your sum-
marizing.

Mr. DAvs. Also. I would like to present for the record the state-
ment of Mr. Otsuka which he made before the House Agriculture
Committee last week.

Senator MArTStNAoA. Without objection, it will be made a part of
the record.

Mr. DAVIS. We sincerely appreciate this committee's prompt action
in holding these hearings. As you know. we have been involved in a
series of meetings with the administration in trying to develop a
consensus. It is quite, clear that the administration wants sugar leg-
islation. It is also clear that the domestic sugar industry needs legis-
lation if it is to survive.

Since November 5, five sugar beet processing factories have closed,
or have been placed up for sale. The four factories for sale constitute
the entire sugar operation of a company that has been a pioneer in
the industry. Growers in the State of Washington where two of these
factories are located tried desperately to save the industry through a
purchase. However, they have failed in their effort, as lending agen-
cies are reluctant to loan the necessary funds, considering the great
uncertainty which exists in the industry today, especially whether there
will be legislation and if so, what type.

There are some issues on which we would like to comment briefly.
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The administration of the price objective provisions is, in our opin-
ion, the key to legislation. To date, we have been disappointed with
the failure to achieve announced price goals. We do support using a
fee system as the primary tool in achieving the price objective, how-
ever, we also believe that import restrictions are an essential com-
ponent in achieving the price and should be available to be used when
and if the fee system fails.

With respect to the trade in refined sugar, there can be a serious
problem if imported refined sugar is being allowed to come into the
United States at lower prices than we in the beet industry must
attain. While we prefer a prohibition of white sugar imports, we
can support a fee differential if it is high enough to make it price
competitive. One small truckload of imported refined sugar can create
a serious problem in some of our marketing areas.

Concerning the ratio of domestic production to imports, we would
support an administration concept of establishing imports at a proper
level with domestic sweetener producers having the right to their
historical share plus any growth which might occur. Establishing a
specified level for impots would give an assurance to foreign pro-
ducers of a market which would, we believe, be consistent with the
provisions of the ISA as far as a commitment is concerned.

We believe it is essential that cost studies be mandated. As far as
the factors which should be included we believe that land costs at
least recognition of a rent component b8 included in any studies con-
ducted. lhis is a direct cost to over 60 percent of the sugar beet
producers. 'rhe cost studies previously conducted by the U.S. Depart-
ment of Agriculture for sugar beet growers were complete and we
believe accurate as far as possible. We suggest the components they
used be continued.

If direct payments are to be used in establishing a producer price,
the legislation should contain language which would assure producers
receiving at least the percentage of the net return for sugar provided
in the purchase contracts. While actual division between growers ald
producers varies by area and by company, growers should be Pssured
of receiving their fair share of any payments that a9re made.

Finally, Mr. Chairman with respect to the cost to the consumer and
the Treasury. You have heard, or will hear, somi3 very high numbers.
Our figures show that the difference between the 15.8 price, for ex-
ample, and the 17-cent price would amount ts) about 70 cents per
consumer annually.

We ask your support in maintaining an industry which has made a
great contribution to our country. Once we are out of business, we are
out of business, period.

Thank you.
Senator MATSUINAOA. Thank you very much, Mr. Davis.
We will next hear from Mr. William M. Tu,:rentine.

STATEMENT OF WILLIAM M. TURRENTINE, BEETOROWER AND
DIRECTOR, COLO-KAN SUGAR COOPERATIVE

Mr. TURRENTINE. I am William M. Turrentine. I am a farmer en-
gaged in the production of wheat, sugar beets, milo and seed products
and I presently serve as secretary-treasurer of the Ark-Valley Beet-
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growers Association. I am a director of the Colo-Kan Stigar Coopera-
tive which, at this point, is a deceased industry.

I suppose you could say I am an incarnation of the accelerating
demise of the sugar industry in this country and represent a refining
industry only as a past entity in that industry.

Our organization sustained overwhelming losses both at. the pro-
ducer and refiner levels for the past 3 years, and the final and fatal
climactic decision to close the factory came after we had completed
a series of intense, computerized studies of our potential for surival
covering the entire spectrum of known facts that we could relate to
for the next several years as they pertained both to the industry and
our factory.

Certainly a large part. of the attitude of the country regarding sugar
was molded by a series of totally disastrous cost studies which were
produced by ihe Department of Agriculture and which were being
taken as gospel in costs even at a time when the industry was protest-
ing vigorously that these studies were totally inadequate. It is a lam-
entable fact that the tools have just not been developed for properly
assessing the costs of production for any commodity in the refined
form which is necessary to fit into the cost targeting concepts which
are set forth in the Agricultural Act of 1973 and the succeeding act
of 1977.

I have worked very closely with the economists who were respon-
sible for assembling the current sugar cost data, and to say the least,
they have been apprehensive of the methodology and the probable
results of their study from the beginning. They felt that the system
for data collection and certainly the budget generators which were
being used to refine the raw data into its final configurations com-
initted the studies to a high potential for error.

These economists were conscientious enough to instruct the Kansas
Crop and Livestock reporting service to include my farm in their
surveys because they wanted to rn direct comparisons of their stud-
ies with those which I compile for my own farm. They knew that r
maintained an excessively tight cost analysis of my own operation
and felt that they could obtain some valuable insight into the accuracy
of their studies if we could compare our data after their studies were
completed.

The results of outr effort developed into a disaster from the stand-
point of comparative accuracy. We discovered that there was a 33-
percent error in their calculation of production costs and that there
was a 37-percent error in their calculations as they related to the
gross income which was produced from my 1976 sugar beet crop.

There is no doubt that the Congres.s of these United States must
address itself to the inadequacies of the present system as it, relates
to the preparation of cost, data by the Department of Agriculture or
it must abandon the cost targeting concepts which are presently em-
bodied in the current agricultural legislation.

It would appear that the recent testimony presented by Mr. Howard
Hijort before, the house Agricultural Committee was an appeal to
the Congress to give him the tools and the funding nvoessary to pro-
dNe a viable set of cost data, and I would certainly encourage that
this matter be looked into post haste.
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I would like to conclude this testimony by stating that I have
attached hereto my cost data for the production of sugar beets for
1976 and 1977 and would have included that for 1978 if it were com-
pleted at this time. 1 can assure you that the 1978 figures are extremely
high.

I have also included a copy of the cost study which was done on
my farm for the year 1976 by ESCS. I am sure you will be interested
in the contrasts between the two studies.

I recently submitted some cost data from our factory to the sigar
economists in ESCS and I have included copies of that data with this
commentary with the hope that it will shed some light on the plight
of the processing industry.

It is my hope that my meager effort has been of some assistance to
this committee and I :ould conclude by saying that I will be at the
disposal of the committee for any further: information that I can
provide.

Senator 'MATsUXAGA. Thank you very much. I appreciate the panel's
taking the interest and time to enlighiten the committee.

Senator Dole, 1do yoi have any questions?
Senator D)oLi1. I share the view expressed by the chairman and I

am also, of come, pleased to see two Kansans as witnesses. I have
rea(l Mr. 'urentine's statement. I wonder, based on the cost of pro-
duction work that you have performed, what recommendation would
you make to us in formulating a price objective escalator, if that is
to be based on cost of production?

Mr. 'IUt'ii:x'rINE. My first recommendation would be that we get
the I)epartment. of Agriculture into perspective as far as base cost of
production is cncerned. The 1 Agricultural Act. that mandated
cost studies by the )epartment of Agriculture gave very sketchy
instructions.

I would like to state that the cost structure standards that are used
have been totally inadequate. I am surprised that they came up with
any figures at all, considering the speed at which they: had to develop
studies and with tle guidelines that they had to work with.

It. was certainly a shock to ine. I am siure that the economists that
I work with in regard to t ws cos,- studies, regret the result of this
thing, certainly no legislation is going to be of any significant con-
sequence u1nless we get to the very root of the evil, that is, what is
the cost to l)roduce this stuff.

St-nator Iom-,:. I tiink that is one, of the problems. I assume it is
not only sugar, blbt other commodities. Their figure is never higher

hlua1 tlhe pmlieers. blut it is never the same.
'Mr. (.mrL:m. May I add to that? In the beet sugar business, we are

talking about a l)1'luct that comes from the farm and goes out, to
the consumer and the total cost for producing that sugar has to be
taken into consideration.

As an example, l)erhaps not at Colo-Ken. but in Washington, when
the glowers want to contimie to grow beets, but the processor was un-
able to continue, if his volume drops, then he is A iped out. They my
keep the most efficient farmer in business, but if he does not. have a
pamessing l)lant to iun it through. they are both out of business.

I think the entire cost of p)roducinig a 'pound of refined beet sugar
needs to be a lart of the consideration of the cost study.
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Senator )ory. What is the situation in your area, as far as the
state of the industry?

Mr. DAvIs. We are on the ragged edge, of course. I would like very
much, if I had the opportunity, to submit for the record with your
permission and yours, Mr. Chairman, some of the local economic
impact the industry has on our area, on the State, and on the Nation.
I think I can prov(de some interesting figures, but I do not have them
with me. I did not know I was going to be here this morning.

Senator DOLE. Right. I think that would be helpful.
[Tihe following was subsequently supplied for the record:]

DAVIS IMPLEMENT CO.,
MA8SEY-FERGUSON,

Goodland, Hans., March f29, 1979.
Senator SPARK M. MATBUNAQA,
Chairman, Tourism and Sugar,
Senate Committe on Finance,
Wa8hington, D.C.

DEAR MN. CHIAIRMAN: I thank you very much for the opportunity of testifying
before your committee on March 21, 1979.

At that time Senator Dole asked questions, which with your permission, I
agreed to answer in more detail by letter.

This letter briefly calls attention to three points:
(1) The farmer Is the victim, not the cause, of Inflation.
(2) The diversion of any part of our sugar requirements from Domestic

producers to foreign producers Is inconsistent with our announced doctrine
of Human Rights.

(3) The loss of our domestic beet sugar industry would have a devastating
impact on our economy.

(1) Unlike other segments of our economy, the farmer cannot simply add on
the Increased cost of production to the price of his product. He has no voice in
setting the price of his product.

In our business, almost every day of the week, we receive notice of a price
Increase on something we sell to farmers.

The sugar beet farmer must plant his crop almost two years before he re-
ceives settlement for that crop. He must rely upon Congress to protect him (as
it now protects other Industries) from the ruinous "dumping" of surplus foreign
sugar on our market. As you know, Senator, residual surpluses of foreign sugar
are now being "dumped" on our market at prices below the cost of production,
anywhere on earth.

Inflation deals the farmer a "double whammy" or one-two punch. Prices he
must pay for necessary goods and services wildly escalate, at the same time prices
he receives for his crops continues to decline. For example we sold a 6-row Beet
Harvester In 1974 for $20,000 (in 1973 it was $18,000). That year he could have
paid for it In full with the proceeds from 430 tons of average beets. In 1978 this
harvester sold for $36,000. However, with the declining price of beets, he must
now sell 1380 tons of beets to pay for the harvester. That Is a real cost Increase
of 320 percent!

(2) Foreign Sugars Imported into the United States have not been produced
by growers subjected to American Minimum wage rates, Fair Labor Standards,
Act, Health Insurance, Unemployment Insurance, Workmen's Compensation,
Housing standards, Social Security, EPA, OSHA, etc., etc. These regulations, de-
signed to protect American workers and American Consumers, were passed by
Congress in It's wisdom to guarantee basic human rights. Our government should
not, in my opinion, force Increased traffic with foreign plantations who exploit
human labor and violate (our) standards on environmental protection. Such
trade Is Inimical to our basic, publicly acknowledged concern for YTuman Rights.
Such unfair competition denies a fundmental basic right to our farmers. That Is
the right to live; and to produce a needed commodity (at least up to 50 percent of
our national requirements) at a reasonable price, and to Insure our consumers
a dependable source for at least half of the sugar they need.

(3) If the domestic sugar beet Industry Is forced out of business, the Impact
on the economy will have far reaching repercussions.
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Our small town of 6000 population Is perhaps typical of the thousands of vil-
lages in rural America which serve our sugar beet farmers. Our small Farm
Equipment business is representative of the 500,000 small retail and service
establishments which serve sugarbeet farmers.

In 1%68 the Great Western Sugar Company built it's newest and most efficient
Beet Sugar Factory near Goodland. It reportedly cost about $15,000,000. (Com-
pared to $126,000,000 announced as the price of a new factory to be built in
Egypt which our country is financing).

The economic impact of the local factory on our community was unbelievable.
It is our largest employer. It is our county's largest taxpayer. All local services
were dramatically expanded. Banks. schools, Churches, Libraries, Hospitals,
Nursing Homes, Utilities, Police, Firemen; etc. were expanded. If Congress
forces our farmers to quit raising beets, the factory will close. Its payroll will
cease. It will stop paying taxes. It will no longer need goods and services pro-
vided through local merchants. The tax load, now carried by the factory, will
revert to the remaining overloaded taxpayers. Countless employees, farmers
and farm employees will drift to the Metropolitan areas to Join the ranks of the
unemployed.

The production of the factory is about 120,000,000 pounds per year. The "turn-
over" factor for an agr-manufactured product such as sugar is 7. Thus our little
town will suffer an economic loss of some $168,000,000.00 annually if our factory
is forced to close. Multiply that by the number of Sugar factories in the country
and you come up with a figure that will cause a panic. Add in the factor of tlhe
value of sugar as a source of alcohol for fuel. With our dwindling petroleum
reserves and our increasing energy requirements, that number becomes priceless.

Consider Just one economic factor. The cost of harvesting and hauling beets.
Beets is a bulky crop weighing about 20 tons per acres as compared to .9 tons for
wheat. If one truck is needed to haul from a given acreage of wheat, 22 trucks
will be needed to haul beets from the same acreage. So you see it requires 22
times as many trucks, 22 times as many tires, repairs, tractors, harvesters,
drivers, taxes, services; etc. as would be required for the same acreage if we
are forced to stop growing beets and substitute wheat. The repercussions would
be felt In Detroit, Cleveland, Moline, et al.

The ramifications of the beet sugar industry, those who serve it, and those
whom it serves are great and far reaching.

A National Sugar Policy should first of all assure consumers of a dependable
supply of sugar at a reasonable cost. The history of sugar in our own country
speaks eloquently to the necessity for orderly management of sugar.

Thank you very much, Senator Matsunaga, for allowing the introduction of
this letter from a small business man to be placed on the record of your com-
mittee hearings.

Respectfully yours,
WILLIAM A. DAVIS.

Senator DOLE. I know firsthand that we are on the ragged edge in the
States of Kansas, Colorado and, I assume now-I am not certain how
bad it is in Washington, but Mr. Davis said that you have had your
problems, too, and I am certain there are other areas. That is why some
of us feel it is incumbent upon us from the best-producing States to
at least be heard on this matter and to have some input.

I do not know how they arrive at a figure, but the cost of production
is a very difficult thing to calculate. If we are going to base legislation
on one figure, then we have to be very careful how we arrive at it. As
I understand the administration's bill, even with the direct payment,
it amounts to less than the cost of production.

I know of the problems they have; I know of the budget constraints,
but it should not apply in this program. Growers should make some
profit in this program.

Thank you.
Senator MATSUNAGA. Thank you very much, all of you. I certainly

appreciate your enlightening this committee with your statements.
[The prepared statements of the preceding panel follow :)
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STATEMENT OF DAvID C. CARTER, PRESIDENT, U.S. BEET SUGAR ASSOCIATION

Mr. Chairman: My name is David C. Carter. My colleagues on this panel will,
I'm sure, ably present the financial difficulties and economic uncertainties that
burden the sugarbeet growers they represent throughout the nation.

As President of the U.S. Beet Sugar Association, I represent the processors
who produce and market soine 80 percent of all the beet sugar and more than
25 I percent of all sugar consumed in this country each year. As you know,
America's sugarbeet processors and growers operate as a partnership, historically
joined by a participating contract which provides that we share in the net pro-
ceeds derived from the sugar the farmers grow and that we process and sell.
This interdependence goes beyond our contract. Sugarbeets are worthless with-
out nearby processing plants. Similarly, the processing facilities can operate only
It there are sugarbeets.

In 1970, there were 59 beet sugar processing plants In the United States. By
January 1, 1979, that number had shrunk to 49 reflecting the financial crunch
that has plagued the domestic sugar Industry this decade. Indications are that
five more plants will be shut down this year. If something is not done to turn
this situation around, even more will probably close down forever in the near
future. The President of U and I Incorporated made a similar prediction In testi-
miony presented to the House Ways and Means Committee less than a year ago.
lie is not here today because his company found it economically necessary to
quit the sugar business and its four beet sugar processing plants In Idaho, Utah
and Washington are up for sale.

It Is no exaggeration to say that the future of the entire Industry rests with
approval of a responsible sugar program early in this Session of Congress.

Time will not allow me to discuss every aspect essential to making new sugar
legislation responsive to the needs of the processors and our grower-partners.
I wish to point out, however, that total reliance on simple -import duties and
fees to achieve a price objective, without a back-tip provision for quantitative
restrictions on imported foreign sugar is not an effective tool. There is new and
compelling evidence to support this view.

After Congress adjourned 8ine die October 15, 1978, without passing iiew sugar
legislation, within a week the Administration announced that it would utilize
special fees to achieve a 150-per-pound price objective for raw sugar, landed, duty
paid in New York. December 28, 1978, a Presidential Proclamation set the special
import fee on foreign raw sug," at 3.350 per pound, an amount aimed at achieving
the 150 price objective In New York during the first calendar quarter of 1979.
Since the New York Coffee and Sugar Exchange has been legally constrained front
computing and publishing a spot price for daily sugar transactions in this country,
a world spot price, calculated by the International Sugar Organization and ad-
justed for ('ailbbean ports plus attributed freight. insurance and related costs,
was to be used. Substracting these costs, estimated by the Administration to be
.900 per pound, plus the current duty of 2.810 and the new fee of 3.350 from 150,
indiates that world prices must be 7.!)¢' in order for the price objective to be
achieved.

The Proclamation also provides that the special fee will be adjusted for the next
and subsequent quarters based on the average of the world price during the "first
20 consecutive market days preceding the 20th day of the month preceding the cal-
endar quarter during which the fee shall be applicable."

Attached is a listing ot the applicable world market )rices for sugar reported
by the International Sugar Organization In London for the trading days since
January 1, 1979. Note that the price floundered well below the amount (7.940)
necessary to achieve the 15€ New York price objective through January and up
until February 8. The twenty days on which fees for the second calendar quarter
will be determined started February 20 and ended Monday, March 19. During that
Hine, the reported world price averaged 600 above 7.940 and. unless something Is
done vary quickly, the import fee of 3.35 will be rcIduic(d by (0¢ for the quarrr
starting April 1.

It is our contention that, while the paper value of sugar landed In New York
myiv have ncillevNd the 1-10 target price (lurimma this brief period, precious little

sugar was actually traded at or above that price. World sucar market manipula-
tors have reported relatively small transactions at higher prices In order to artifi-
dilly drive the price upward so the U.S. import fee will be reduced in iccordaL'C
iith the President's Proclamation.

This charge is substantiated by time following Commodity News Service wire
story of 'March 7 which states: "Domestic cash market business remains quiet as
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major refiners are content to wait for an expected sharp reduction in the 1'.S.
import fee come Apri 1."

In the second paragraph, the CNS reported quotes an unnamed source as Fiay-
lug: -I have no hestiation in telling you that every refiner has a whole bunch of
boats Just outside the harbor waiting for April."

Some business was being transacted at the time, according to the article, which
noted "good tonnages have been contracted for, with arrivals stretching from .Mly
out to October."

Other sourv.es in New York maintain Ihat substantial inmmiuts of sugar are
being Imported and placed under bond pending the fee reduction. The value of
going through this exercise in chicanery is clear: A .60¢ reduction in the import
fee for a 20,000 long-ton cargo of raw sugar amounts to a savings of $2fi4,000. That
is the kind of windfall profit that will accrue to a handful of speculators. Mean-
while, we have a clear demonstration that the simple use of Import fees has not
resulted in a domestic price even approaching the 150 objective envisioned by the
Administ ration.

We urge the Members of this Committee to call this travesty to the attention of
the president and urge him to amend his Proclamation.. He should insist that
the Internailonal Sitgar Organization provide data to indicate the actual amounts
of sugar traded in transactions on which daily world spot prices are calculated.
This would allow weighted average prices throughout each quarter to be used and
would help insure that a relatively few sales over a brief period cannot be manip-
ulated to establish the import fees set by the largest sugar importing nation in the
free world.

It is precisely this kind of underhanded skulduggery that makes expended de-
plndPlIe on the world sugar market a dangerous and uncertain gamble for Amer.
Jean consumers.

perhaps the most serious charge made against the proposed legislation Is that
It Is Inflationary and therefore not in the consumer Interest. To back up these
charges comparisons of the price objective In the legislation and the current world
iorice are used. The differential is then multiplied by per capita sugar consumn-
tion and re-multiplied by the U.S. population. This results in a figure in the billions
of dollars and this amount Is then called the inflationary amount.

I concede that anything that increases the price of anything can In simplistic
terms be classified as inflationary. However, no one In the world can produce
sugar at the price now called "the world price." The GAO, the FAS and other
governmental agencies-while not agreeing exactly on production cost numbers in
various foreign sugar-producing areas, still conclude that nowhere can sugar lie
produced at present world prices. The Secretary of Agriculture is fond of calling
the world market a dump ground aii he is correct. The world market is homeless
sugar left over after Cuba supplies the eastern bloc at 30¢ per pound equivalent;
after the Australians supply Japan at 23¢ per pound: after the LOME agreement
nations sell their export entitlements at something more than 300 per pound.

As a matter of fact tile exporting and Importing countries of the world got to-
gether In Geneva in 1977 and decided that the world floor price should be 11 ) b,-
ginning January 1, 1978. Having attended those negotiations as an Industry ob-
server I can testify to the fact that the exporting nations opened the negotiations
at substantially above the 110. Tie U.S., as the largest importer. led tho charge to
lower that opening bid from the 13-140 range to Its present level. The IT.R. con-
ceded that whenever the world price was below 150 (remember this was 1977), ex-
iorts should be restrained and attempts made to keep sugar in a "free-trade"
range of 15-190 per pound.

1.nder the terms of the Old Sugar Act that provided us a reliable suulpply of
sugar at a fair and reasonable cost for 40 years. the price objective today would
b, 17.090. Many have forgotten that when the old Sugar Act was killed, prices went
mim to 6-50 in a few months. Those record high sugar prices of late 1974 and earllY
1975 are still reflected In the grocery shelf costs of many sugar-containing products
md that is the basis for our contention that much-if not all-of a modest price
inrease in sugar today can be absorbed by the procesors of these food and bever-
ages an d never passed on to consumers.

Somne who are willing to sacrifice the domestic sugar industry see the expanded
use of corn-based sweeteners as our hedge against becoming victimized on price
amid supply by foreign sugar producers. The facts are, of course, (1) corn sweet-
riers cnimnot replace sugar In many Instaneos : (2) there is hsiffiselot woet-miling

capacity to meet sweetener demands now met by domWtically prodneMd sugar
and (3) finally, the same sugar dumping tactics foreigners are using to drive thd
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domestic sugar Industry to the brink of economic ruin have and will continue to
discourage future expansion of corn sweetener production.

In summary, Mr. Chairman, consumers as well as sugar producers have a real
stake in prompt Congressional approval of responsible sugar legislation.. I com-
mend this Committee for the dispatch with which this vitally important legisla.
tion is being considered and I appreciate the opportunity to testify here today.

InternationaN Sugar Organization

Jan. 2.....................
Jan. 3--
Jan. 4 ..............
Jan. 5 --------------------------
Jan. 8 ...........
Jan. 9 --------------------------
Jan. 10
Jan. 11
Jan. 12
Jan. 15
Jan. 16
Jan. 17
Jan. 18
Jan. 19
Jan. 22
Jan. 23
Jan. 24 ....
Jan. 25 ....
Jan. 26 -------------
Jan. 29 ........
Jan. 30_
Jan. 31
Feb. 1
Feb. 2---------------------
Feb. 5
Feb. 6
Feb. 7
Feb. 8---------------------

daily world eugar prices (Oaribbeas ports-
in bulk)

7.66 Feb. 9 ---------------------- 8.08
7.71 Feb. 12 --------------------- 8.09
7. 77 Feb. 13 ------------------------ 8.09
7. 79 Feb. 14 --------------------- 7. 91
7.81 Feb. 15 --------------------- 8.00
7.69 Feb. 16 --------------------- 8.27
7.56 Feb. 19 --------------------- &36
7.53 Feb. 20 --------------------- 8.50
7.51 Feb. 21 --------------------- 8.79
7.68 Feb. 22 --------------------- 8.88
7.54 Feb. 23 --------------------- 8.81
7.55 Feb. 26 --------------------- 8.94
7. 57 Feb. 27 --------------------- 8.58
7.54 Feb. 28 --------------------- 8.49
7.52 Mar. 1 --------------------- 8.58
7.42 Mar. 2 ------------------------ 8.39
7.44 Mar. 5 --------------------- 8.21
7.41 Mar. 6 --------------------- 8. 31
7.42 Mar. 7 --------------------- 8. 44
7.42 Mar. 8 --------------------- 8.48
7.42 Mar. 9 --------------------- 8.55
7.58 Mar. 12 -------------------- 8. 47
7. 64 Mar. 13 -------------------- 8. 42
7.75 Mar. 14 ----------------------- 8.50
7.85 Mar. 15 ----------------------- 8.50
7.87 Mar. 16. ----------------- 8.47
7.86 Mar. 19 ----------------------- 8. 44
7.91

STATEMENT OF CALIFORNIA BEET GRowras AssoouATIoN, LTD.

My name is Malcolm Young. My address is 2 West Swain Road, Stockton,
California 95207. I have been instructed by our Board of Directors to appear
here today and submit this statement on behalf of the more than 2,400 sugar beet
grower members of our state-wide Association.

California is in its 110th year of sugar beet production and is the location of
the first successful beet sugar factory in the United States, which started
operation in 1870. Throughout the intervening years, we have been a major
producer of sugar beets with our production ranging between 25 and 30 percent
of all of the beet sugar produced in the United States. This represents from 7
to 10 percent of the nation's sugar consumption.

Sugar beet production has been a cornerstone of many of our farming opera-
tions in the State and may be forced out of business unless your Committee
approves legislation which will protect us from burdensome world surpluses and
unfair foreign competition.

With the demise of the Sugar Act in 1974, we were subjected to a tremendous
upswing in prices, followed by a continual downward trend. This situation has
not provided the stability necessary for the long range planning of crop rotation
and financing required to stay in the sugar beet business.

Throughout California. and most of the U.S. beet area, sugar beet growers are
paid on the basis of a participating contract, i.e., they participate in approxi-
mately 60 percent of the processor's net returns for refined sugar marketed.

The net return is computed on the average for a sales year which starts fairly
close to the start of harvest and ends 12 months later. This results in a grower
not knowing what his returns for beets will be until approximately 18 months
after he plants his crop. Without a stable price, no one can risk the over $700.00
per acre it costs to grow a crop.



93

Ruinous prices for sugar, during the past three years, have resulted In an
erosion of our beet acreage from about 312,000 acres in 1970, to about 217,000
acres in 1977, and 195,500 acres in 1978. Growers are waiting for some indication
of legislative trend before deciding what to do in 1979.

We have studied S-463 and compliment Senator Church, Senator Long, and
its co-sponsors for a sugar bill that incorporates the essentials necessary to
maintain a viable domestic industry and provide stable prices for consumers.

The Bill which you have under consideration (8-463) has our support. Its
purposes are two-fold. It includes legislation necessary to implement the Inter-
national Sugar Agreement and, at the same time, provides for a Domestic
Sugar Program for sugar beets and sugar cane.

We believe that the objectives of the International Sugar Agreement are worth-
while and If fully carried out, can lead to the eventual stabilization of world
sugar prices over the next two or three years. However, price levels in the Inter-
national Sugar Agreement are based on production, in tropical or sub-tropical
countries, with labor rates and conditions that are in no way comparable to
our own. Also involved in the disparity of production costs is the fact that our
crop is grown and processed under American standards of living and environ-
mental and other restrictions which are costly.

This Bill provides for what we believe to be a fair price objective of .17 cents
per pound of raw sugar, delivered to New York with duty paid. It provides for
the attainment of the price objective through special fees on imported sugar
and the use of quotas on imports if the fee system does not attain the price
objectives. Its provisions for fee adjustments and quotas under certain condi-
tions are realistic. Its provisions against the importation of refined sugar will
prevent the dumping of refined sugar on our market and erosion of the price
objective.

We urge this Committee to round out the provisions of this Bill in a manner
that will bring it into reasonable conformity with similar legislation being
developed In the House and lead to its quick acceptance by the Congress and
approval by the President.

We support the adjustment of the price objective based on the percentage
increase In cost of production of sugar beets and sugar cane and recommend
that the items considered as production cost be more fully spelled out. We are
concerned with the effect of inflation and this must be considered. Fuel prices
are soaring. Rail freight rates on sugar beets will increase as much as 20 percent
above a year ago. Equipment, electric power, supplies, chemicals and repair
parts are only a few of many items with rapidly escalating prices.

Under present conditions, California growers need prices In the range of
$28.00 to $31.00 per ton for the 1978 and 1979 Crops. If our Industry is to sur-
vive. The Bill before this Committee can accomplish this and also provide
price protection for future inflation through its adjustment of the Price
Objective.

ECONOMIC AND CONSUMER FACTORS

In 1976, the United States beet sugar processing industry provided employment
or approximately 13,400 factory workers, and we estimate that the employ-

ment created by the nation's sugar beet growers was nearly 70,000 farm workers.
This employment declined substantially In 1977 and 1978, a situation that will
become worse in 1979 because of factory closings.

As for California:
1. A full sugar beet acreage in 1976 of 312,000 acres harvested provided employ-

ment for approximately 4,000 factory workers and 20,000 farm workers.
2. In 1978. acreage was down to about 195,000 acres, 37.5 percent below 1977,

and as a result:
(Ra) Factory payrolls were down over 37.5 percent, and unemployment

rolls increased.
(b) The demand for farm workers was reduced as farmers replaced

sugar beets with crops that required less labor.
(c) Small independent truckers hauled about 5.5 million tons of sugar

beets, as compared to 9 million tons in 1976.
(d) The local economy in towns where factories are located was affected.

3. Over 100,000 acres of prime farm land which produced sugar beets is now
growing low labor imput crops such as: feed grains, cotton, beans, and other
crops, most of which are already being overproduced.

44-979---79-7
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4. As a result of low sugar prices, inflated freight rates and environmental
factors, the Holly Sugar Corporation has discontinued beet processing at its
factory near Santa Ana, California.

5. Additionally, low sugar prices and Inflated freight rates have caused proces-
sors to reduce or eliminate acreage in areas distant from factories.

6. Unless sugar prices are stabilized to give growers and processors a fair
return, California will not be able to support its remaining factory capacity,
which we estimate as sugar from 280,000 acres of sugar beets. This means more
closed factories!

The Western United States is almost wholly dependent on the domestic sugar
industry for all of the sugar it consumes. There Is virtually no additional
cane refining capacity available to replace the 4.5 million tons of domestic sugar
regularly supplied to this market. Unless we maintain a viable domestic indus-
try, all consumers may be faced with paying unreasonable prices for foreign
sugar refined at distant points and shipped to this market.

over the years, the fact that the Weatern United States has produced more
beet sugar and Hawaiian cane sugar than is consumed in the producing states
has provided competition that has saved the consumer about 2.0 cents per
lound. This Is exemplified by the following comparison of average annual quoted
wholesale refined sugar prices in the Pacific Coast and Chicago/West markets.
where this domestic sugar Is sold, and in the Northeast market, which is
normally 100 percent refined cane sugar, mostly from import:

[in cents per pound]

Pacific coast Chlcalo/West Northeast

Year:
1970 ......................................................... 10.80 11.08 11.97
1971 ......................................................... 11.37 11.59 12.481972 ......................................................... 11.65 11.82 13.091973 ......................................................... 12.38 12.38 14.07
1974 ......................................................... 31.90 32.07 34.35
1975 ......................................................... 27.87 27.61 31.42
1976 ............................................... 17.48 16.93 19.201977 .................................... ...... ........... 15 91 .01 .2.. .. ...... 15.95 15.06 17.28
1978 ....................................................... 18. 89 18. 66 20.87

A phase-out of the Domestic Sugar Industry would eliminate important com-
petition factors in the Chicago/West, Pacific Coast and other markets where beet
sugar is sold. Further than that, nearly 100 percent of the sugar sold in the
Pacific Coast market is California's beet sugar and Hawaiian cane sugar, aind
approximately I0 percent of the sugar sold in the Chicago/West market is beet
sugar. There are no conveniently located cane refineries that could supply the
over 3.500,M) tons normally supplied by the beet sugar industry.

The consumer would pay dearly for imported raw sugar refined at coastal facll-
itie., shipped inland at high freight cost and with virtually no competition in
the market place.

Tho nintenance of a healthy domestic sugar industry, capable of protecting
this country's consumers from unstable high price caused by weather, political
or ,other factors In foreign countries Is imperative when consideration is given
to the fact that :

Sugar Is the only essentlal food commodity which must be Imported In suh-
stantial amounts. Sugar Imports have ranged from 40 to 50 percent of
annual consumption.

The 1'.8. is the world's largest sugar consumer-10.5 to 11.5 million short
tons annually.

The 1.S. is the world's largest sugar importer-4.0 to 0.0 million short
tons annually.

The U.S. is the fourth, and sometimes the third, largest sugar producer-
6.0 to 7.0 million short tons annually.

SUMMARY AND RECOMMENDATIONS

We fully support the Committee's development of a sugar bill that will become
operative upon passage and realize that the bill under consideration may be
modified somewhat.

With this In mind we offer the following comments.
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I. The price objective should not be so low as to further reduce utilization of
preswnt processing facilities.

2. While we believe the price objective should be attained in the market place
and not through payments, we will accept the Committee's judgment on this issue.
However if payments to processors are provided we urge that such a section con-
tain language clearly indicating what the producer's share of such payments
shall he.

3. We disagree with any approach to a policy stabilizing imports at recent his-
torle levels and loint out that the 4.8 to 5.2 million ton range proposed by the
Administration is excessive.

It could be that imports may have to decline to 4.0 million tons, or less. when-
ever domestic sugar under loan is sold. The effect of such a policy would bI, to
force the domestic beet and cane producers to reduce production below their
historic levels to off-set gains in the sweetener market by corn refiners.

Any measure of fairness requires that gains In corn sweetener distribution be
itbsorbed by nil competitors in the market mid not just by domestic sucrose pro-
lueers. We urge the Committee not to give comfort to a policy that would give

preference to foreign producers to the detriment of American farmers.
4. It wage provisions become a part of the final bill, we recommend and urge

that wage rate coverage for the beet area be identical to that which was provided
for in regulations issued under the Sugar Act and the de Ia Garza Sugar Amend-
iient to the 1977 Farm Bill. We also urge that all wage provisions be adminis-
terei by the Secretary of Agriculture.

We appreciate this opportunity to present our views to the Committee and
urge prompt and immediate action so that the United States can be a full partic-
Iliant In the International Sugar Agreement and that the domestic program pro-
vided for can go Into effect immediately.

STATEMENT OF IRICIIARD WV. BLAxE, EXECUTIVE 'ICF PRESIDENT, AMERICAN
S t'GARBEE GROW ASSOC-IATION

Mr. chairmann and members of the committee: My name is Richard W. Blake,
I am executive vice president of the American Sugarheet Growers Association,
with offices at 1776 K Street. Washington, D.C. The Association represents
sugarheet growers in twelve states. A list of the Associations Is atia. ,ed to
this statement.

Mr. Chairman, with your permis.-ion, I would like to file for the record the
statement of our president. Mr. Kish Otsuka, presented at hearings in the
House Agriculture ('ommittee last week.

We sincerely appreciate this committee's prompt action In holding these hear-
ings. As yol know. we have been Involved ia a series of meetings with the
Administration in trying to develop a consensus. It Is quite clear that the Ad-
iministration wants sugar legislation. it is also clear that the domestic sugar
inditstry needs legislation if it Is to survive.

Sitice November five sugarbeet processing factories have closed, or have been
placed up for sale. The four factories for sale constitute the entire sugar opera-
tion of a company that has been a pioneer In the Industry. Growers in the State
of Washington where two of these factories are located tried (eMperately to
save the industry through a purchase. However. they have failed in their effort,
as lending agencies are reluctant to loan the necessary funds, considering the-
great uncertainty which exists in the industry today, especially whether there
will be legislation, and If so, what type.

There are some Issues on which we would like to comment briefly.
The administration of the price objective provisions is, In our opinion, the

key to legislation. To date. we have been disappointed with the failure to
achieve announced price goals. We do support using a fee system as the primary
tool in achieving the price objective, however we also believe that import
restrictions are an escentlal component in achieving the price and should be
available to le used when and if the fee system falls.

With respect to the trade in refined sugar, there can he a serioll problem If
Imported refli! sugar is being allowed to come Into the U.S. at lower prieesq
than we in the beet industry nust attain. While we prefer a prohibition of
white sugar Imports, we can support a fee differential If it is high enough to
make it price competitive. One small truckload of Imported refined sugar can
create a serious problem In some of our marketing areas.
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Concerning the ratio of domestic production to Imports, we would support
an Administration concept of establishing imports at a proper level with do-
Inestic sweetener producers having the right to their historical share plus any
growth which might occur. Establishing a specified level for imports would
give an assurance to foreign producers of a market which would, we believe,
lie consistent with the provisions of the I.S.A. as far as a commitment is
concerned.

We believe it is essential that cost studies be mandated. As far as the factors
which should 'be included, we believe that land costs at least recognition of a
rent component be included in any studies conducted. This is a direct cost to
over 60 percent of the sugarbeet producers. The cost studies previously con-
ducted by the U.S. Department of Agriculture for sugarbeet growers were
complete and we believe accurate as far as possible. We suggest the componets
they used be continued.

If direct payments are to be used in establishing a producer price, the legis-
lation should contain language which would assure producers receiving at least
the percentage of the net return for sugar provided in the purchase contracts.
While actual division between growers and producers varies by area and by
company, growers should be assured of receiving their fair share of any pay-
ments that are made.

Finally, Mr. Chairman with respect to the cost to the consumer and the
Treasury. You have heard or will hear some very high numbers. We have heard
them from various quarters. We can only point out that the President and his
Administration have taken the position that a viable domestic sugar industry
is In the interests of this country. They have followed through by drafting a bill
and while we are disappointed that it doesn't fully recognize at least in our
opinion, what the industry needs in the way of price, it still demonstrates the
need to maintain a domestic sugar industry. Who can say what would happen
to the cost to the consumer without domestic production. Certainly in the short
term maybe a year the price to consumers may seem a little high as compared
to the very distressed world market prices, but we believe you must look at the
long term as the Administration apparently has. Once we are out of business,
we are out of business period.

Thank you, Mr. Chairman.

STATEMENT OF KISH OTSUKA, PRESIDENT, AEImmcAN SUOARBEET GROWERS
ASsocIATION

Mr. Chairman and members of the committee: My name is Kish Otsuka. I am
a farmer and live near Sedgwick, Colorado. I am President of the American
Sugarbeet Growers Association, our office is at 1776 K Street, N.W., Washington,
D.C. The Association represents sugarbeet growers in twelve states. A list of the
member associations is attachedto this statement.

Mr. Chairman, I first want to express our sincere appreciation for the leader-
ship you have demonstrated along with Chairman Ullman in introducing I1.R.
2172. I also want to extend our appreciation to those who co-sponsored that bill
and other members who have introduced similar though slightly differing ver-
sions. It is certainly a recognition by many members of the Congress of the very
serious concern which exists about the future of a domestic sugar producing
industry in this country.

I don't believe I have to go into a lengthy presentation as to why legislation is
needed as public pronouncements by various members of Congress and repre-
sentatives of the Administration, including President Carter have expressed the
need for sugar legislation to maintain and protect a viable domestic sugar indus-
try. While proposed levels of support vary in different quarters the fact remains,
people in responsible positions have come to the basic conclusion that something
must be done and done quickly if the Industry is to survive.

Since hearings were held last year, five sugarbeet factories have either been
closed or have been placed up for sale. There is at least one more factory that
is in serious jeopardy. The four factories which are up for sale Involve the
entire sugar operation of one company, who will not contract for sugarbeets
this year. This means that in excess of 100,000 acres will be removed from produc-
tion of sugarbeets, acreage which can only go into crops now In surplus, thus
adding to the surpluses which are already of grave concern not only to the
Government but, to the producers of those crops. In addition there is a serious
economic impact on the small communities and towns who Will have to bear the
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loss in tax revenues and the loss of general Income flowing from one of the main
cash crops of the irrigated farming areas.

I would just reiterate the very, very serious economic situation facing the
sugar producing areas of this country. We recognize the concern of consumers,
farmers are consumers too. We are concerned with the rampant inflationary period
which our nation is undergoing. We believe it is not only short sighted, but
naive to think that refusing to maintain a viable domestic sugar producing In-
dustry is in the best interests of this country or that by holding sugar prices
below cost of production will result in lower food prices. It is time tha the public
recognizes that it is not the price received by the farmers, which is the major
contributor to Inflation, but rather what happens between the time the .aw
product Is delivered and when it reaches the checkout stand of the supermarket.

With respect to specifics In the legislation which you have before you.
We support the provisions dealing with the International Sugar Agreement.

The Agreement should be ratified and enabling legislation J)assed If a chaotic
world price situation is to be averted. The failure of the Congress last year to
pass satisfactory legislation has raised serious questions with respect to the
position of the United States and unless comprehensive legislation can be passed
early in this sessiothere could be a serious erosion of confidence by member
countries.

We cannot, unfortunately over the short term rely solely on the I.S.A. to pro-
vide the necessary support for an economically sound domestic industry. There-
fore, a domestic backup program must go hand in hand with the I.S.A. provisions.
In addition to the fact that we believe the two programs are interrelated, we
believe it will contribute to the success of the I.S.A. as production and consump-
tion will achieve some sense of balance and stability world wide.

Turning to the domestic provisions, if the program Is to accomplish Its objec-
tive, a price climate must be provided which will maintain and encourage the
product ion of domestic sugar at close to historical levels, i.e. approximately 50
to 55 percent of the nations sweetener needs. Current prices are obviously un-
satisfactory. We were sincere in our support of a 17 cent price level during last
year's legislative proceedings. We still believe that a 17 cent base price Is a
modest and supportable objective for the 1970 crop year, which is contained in
1I.R. 2394 and I.R. 2408.

Probably one of the most important Issues in the legislation, is a proper adjust
ment. factor for increases in cost of production. We believe there must be a recog-
nition of land costs at the very least a rent componet. Nearly 60 percent of the-
land utilized for beet production is leased either on a cash or crop share basis.
Unless this cost componet is recognized at some point in the calculations which
amnoumts to 20 to 30 percent of a renters actual costs, there cannot be a true-
representation of the cost factor. We are also concerned that there appears to be
no recognition of the beet sugar processors cost which under our contractual
relationships is an integral part of the basis for division of returns between
growers and processors. While we are uncertain about the comparative cost rela-
tionship. we do know that both the processor and grower must lie relatively
profitable if the Industry is to be maintained. Sugarbeet growers cannot exist

- without a processor and vice-versa.
We would reiterate our position that has been previously expressed that pro-

dmcer prices should be received from the marketplace. If payments should be-
come a part of the program, it will be essential to have a safeguard mechanism
such as contained in the bill introduced by Chairmen Foley and Ullman. In addi-
tion, we would propose that if payments are to be made through the processor, at
least in the sugarbeet industry, the Committee, either In the bill or In the Report,
make certain that such payments shall be divided on the basis of existing con-
tractual sharing of net proceeds.

While we believe import quotas will be required to maintain market price
levels we accept the use of special import fees as the primary tool in achieving the
price. We urge as a result of recent experience, that import fees on refined sugar
he applied on a more realistic basis. The proper and most effective manner is an
outright- prohibition on refined sugar, however if fees can he established at levels
which would prevent a disruption of the market, we are willing to accept that
concept. It might lie well, however to consider the possibility of inserting lan-
guage which would prevent market disruption if fees were not operating
properly. -

With respect to the wage provisions in 1.R. 2172, . ..

We continue to hold very strong views that sugar farmers should not be re-
qired to pay wage rates in excess of those rates required under the Fair Labor
Standards Act for other farm workers. We did agree last year to the inclusion of



08
wage rates, however, It was under a different set of circumstances than we face
today. If wage provisions are to be included, we do have specific recommenda-
tions : (1) Determination of wage rates should be made by the Secretary of
Agriculture (2) The 10 percent premium for field equipment operators should
not be required in the sugarbeet Industry. The latter recommendation is ex-
tremely important to us. During the period of the Sugar Act, these rates were
never required for the sugarbeet Industry. They were not required under the
de la Garza provisions for the 1977 and 1978 crops. In the sugarbeet industry,
the workers who are used as equipment operators and truck drivers are generally
working in other crops as well as sugarbeets and could create very serious prob-
lems for the farmers, as hired personnel move from one crop to another during
the day.

Finally, Mr. Chairman while we much prefer the legislation as Introduced by
Mr. Johnson (H.R. 2394) and (I.R. 2408) introduced by Mr. Nolan as it recog-
iiizs the real needs of our industry from a purely economic standpoint, we must
have legislation and we look to this committee to obtain the best that is possible.

The very existence of the industry is in serious jeopardy and we urge this
committee to report out a bill which recognizes the requirements of sugar pro-
duvers, and which in turn will protect the interests of consumers over the long
lerin.

Again. Mr. Chairman may I express the appreciation of our association for the
leadership you have demonstrated and your willingness to hold early hearings.
As you well know, time Is of the essence.

Thank you.

ASSOCIATIONS AFFILIATED WITH TIlE AMERICAN SUGARnEET GROWERS ASSOCIATION
Arkansas Valley Beet Growers Association, 1410 E. Hackberry, Garden City,

KaTes.
Big Horn Basin Beet Grokers Association, Star RWute, Box 294A, Powell,

Wyo.
Central Nebraska Beet Growers Association, Route 2. Lexington, Nebr.
Elwvyhee Beet Growers Association. Route 1, King 11111, Idaho.
Goshen County Cooperative Beet Growers Association, Veteran, Wyo.
Farmers and Manufacturers Beet Sugar Association, (Growers Section), 470

Plaza North, Saginaw, Mich.
Idaho Beet Growers Associalon, Route 2, Burley, Idaho.
Montana-Dakota Beet Growers Association, Route 1, Box 28, Fairview, Mont.
Mountain States Beet Growers of Colorado-Kansas, Greeley National Plaza

Suite 740, Greeley, Colo.
Moutnain States Beet Growers of Montana, Route 1, Laurel Frontage Road,

Billings, Mont.
'Nebraska Beet Growers Association, 637 Valley View Drive, Scottsbluff, Nebra.
Nys.-a-Nampa Beet Growers Association, Route 5, Caldwell, Idaho.
Southern Colorado Beet Growers Association, Route 1, Box 60, Rocky Ford,

Coin.
Utah Sugar Beet Growers Association, 225 West First South, Salt Lake City,

Utnh.
Washakie Beet Growers Association, Route 2, Box 41, Worland, Wyo.
Washington Sugar Beet Growers Association, P.O. Box 1002 Pasco, Wash.

STATEMENT OF WILLIAM M. TUIRENTINE

My name is William M. Turrentine. I reside at 1410 East Hackberry, Garden
City. Kansas. I am a farmer and I am principally engaged in the production
of Wheat, Sugar Beets, Milo and Hybrid Seed produce's.

J presently serve as Secretary Treasurer of the Ark-Valley Beet GrowersAssociation; I am a member of the board of directors of Colo-Kan Sugar Inc.,
and nm presently serving in the directorships tf several other agriculturally
oriented organizations.

I have a Bachelor of Science degree in business administration with a major
in Economics and a Minor in Accounting. Before I returned to the farm I was
an accountant, principally involved in the areas of Cost and Tax Accounting.

I feel that my experience and background equips me with a reasonably high
degree of qualification to testify on the behalf of myself and my compatriots
relative to problems relating to sugar legislation and cost matters that may
relate thereto.
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It is my hope that I may enlighten this committee and those who are both
interested and involved in the industry as to some of the problems that exist
and to encourage some constructive legislation which will be beneficial to both
the industry and to the consuming public.

In appearing here today I suppose you could say that I am an incarnation
of the accelerating demise of the sugar industry in this country. I represent
the grower refiner industry only as a past entity of that industry.

As I have said before I am a producer and director of Colo-Kan Sugar Com-
pany, a small refinery which is the last of several such refineries which were
originally located in this area and which is headquartered at Rocky Ford Colo-
rado. We were a sub-entity of the American Crystal Sugar Company of North
Dakota and Minnesota. We have operated our factory under a lease manage-
ment agreement with American Crystal since 1973 and we closed our factory
permanently at the completion of our sugar campaign in January of this year.
Even If some miracle should occur which could conceivably rescue the industry
from financial disaster it would be too late for us because our factory is pres-
ently in the state of being dismantled and salvaged for its remaining value.

Our organization has sustained overwhelming losses at both the producer and
refiner levels for the past three years and the final and fatal climatic decision to
close the factory came after we had completed a series of intense computerized
studies of our potential for survival covering the entire spectrum of known facts
that we could relate to for the next several years as they pertained to both the
industry and our factory.

We realized after having completed these surveys that it appeared futile for
us to attempt to continue our operation considering the adamant approach which
wes being taken by this country in regard to the sugar industry.

Certainly a large part of the attitude of the country regarding sugar was
molded by a series of totally disastrous cost studies which were produced by the
Department of Agriculture, and which were being taken as gospel in costs even
at n time when the industry was protesting vigorously that these studies were
totally inadequate. It Is a lamentable fact that the tools have just not been devel-
oped for properly assessing the costs of production for any commodity in the
refined form which is necessary to fit into the cost targeting concepts which are set
forth in the Agricultural Act of 1973 and the succeeding act of 1977.

I have worked very closely with the economists who were responsible for
assembling the current sugar cost data, and to say the least, they have been
apprehensive of the methodology and the probable results of their study from the
beginning. They felt that the system for data collection and certainly the budget
generators which were being used to refine the raw data Into its final configura-
tions committed the studies to a high potential for error.

These economists were conscientious enough to instruct the Kansas Crop and
Livestock reporting service to include my farm in their surveys because they
wanted to run direct comparisons of their studies with those which I compile
for my own farm. They knew that I maintained an excessively tight cost analysis
of my own operation and felt that they could obtain some valuable insight into the
accuracy of their studies if we could compare our data after their studies were
completed.

The results of our effort developed into a disaster from the standpoint of com-
parative accuracy. We discovered that there was a 33 percent error in their cal-
culation of production costs and that there was a 37 percent error in their calcu-
lations as they related to the gross income which was produced from my 1970
sugar beet crop.

The errors as they relate to income are, to some extent, excusable due to the fact
that none of these economists were sufficiently familiar with the new concepts of
cooperative refining which had so recently developed in the sugar beet industry,
and certainly they were not familiar with the facts that our losses at the factory
has been pro-rated back to the producers patronage reserves. This situation was,
conceptually, a completely different ball game to these economists, and their
limited knowledge of these matters was without doubt dramatically reflected in
their sugar cost studies.

I am not completely familiar with the techniques which were used to assess the
cost of refining sugar, but I did submit copies of data which was produced by our
frictory in Rocky Ford, Colorado and it Is apparent from the total cost standpoint
as it relates to our factory that the figures for the combined effort of producing
and refining sugar probably have large margins of error commensurate with those
which exist in the production components of the industry.
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There is no doubt that the Congress of these United States must address itself
to the inadequacies of the present system as it relates to the preparation of cost
data by the Department of Agriculture or it must abandon the cost targeting con-
cepts which are presently embodied in the current agricultural legislation.

It would appear that the recent testimony presented by Mr. Howard Hjort
before the House Agricultural Committee was an appeal to the congress to give
him the tools and the funding necessary to produce a viable set of cost data, and I
could certainly encourage that this matter be looked into post haste.

I would like to conclude this testimony by stating that I have attached hereto
my cost data for the production of sugar beets for 1976 and 1977 and would
include that for 1978 If it were completed at this time. I can assure you that the
1978 figures are extremely high.

I have also included a copy of the cost study which was done on my farm for.
the year 1976 by ESCS. I am sure you will be interested in the contrasts between
the two studies.

I recently submitted some cost data from our factory to the sugar economists
In ESCS and I have included copies of that data with this commentary with the
hope that it will shed some light on the plight of the processing industry.

It is my hope that my meager effort has been of some assistance to this com-
mittee and I would conclude by saying that I will be at the disposal of the
committee for any further information that I can provide.

SUGAR BEET PRODUCTION COSTS, 1976

1976
1975 costs

Total costs 1976 1976 1976 er
1976 forward adjusted costs costs hundred.

Account name costs to 1976 costs per acre per ton weight

Repairs and supplies (IC) .................. $5,071.95 $954.87 $6,026.82 $46.93 $2.15 $0.66
Ordinary labor (IC) .................. 8,856.96 943.32 9,800.28 76.31 3.50 1.08
Special labor --------------------- 3,894.44 ------------ 3,894.44 30.33. 1.39 .43
Petroleum products (IC) ----------------- 3,576.03 392.40 3,968.43 30.90 1.41 .44
Utilities: Electric, Telephone (IC) ........... 302.15 30.72 332.87 2.59 .12 .04
Irrigation gas ---------------------------- 438.11 ............ 438.11 3.41 .16 .05
Machine hire ---------------------------- 7,628.25 ----------- 7,628.25 59.40 2.72 .84
Fertilizer ------------------------------- 4,14. 17 ----------- 4,142.17 32.25 1.48 .46
Agriculture chemical general (IC) ........... 70.39 ------------ 70. 39 .55 .03 .01
Direct -------------------------------- 2 733.44---2,733.4 21.29 .97 .30
Seed ----------------------------------- 2,033.75 ------------ 2,033.75 15.84 .73 .22
Employees board and room (IC) ............ 916.47 128.05 1,044.52 8.13 .37 .12
Legal and administrative costs (IC) ---------- 375.01 31.41 406.42 3.16 .14 .04
Interest and service charges (IC) ------------ 612.82 62.68 675.50 5.26 .24 .07
Dues and subscriptions (IC) ---------------- 72.31 6.79 79.10 .62 .03 .01
Travel and transportation (IC) .............. 11.95 40.75 52.70 .41 .02 .01
Insurance(IC) --------------------------- 1,227.76 96.25 1,324.01 10.31 .47 .15
Storage and handling ........................................................................................
O ther expenses ---------------------------------------------------------------------------------------------
Depreciation (IC) ----------------------- 6, 344. 46 755. 54 7,100.00 55. 29 2.53 .78
Taxes (IC) ------------------------------ 863.47 75.64 939.11 7.31 .33 .10

Total raw costs ..................
Land costs 04 net rent) (IC) ------------
Operators wages 4.50 per hour (OW) ........
Management costs 7 pct gross (MC) .......

49,171.89
8 216.48
5,922.00
3,230.15

3,518.42-;----.--- 52,690.31 410.29 18.79
8,216. 48 63.98 2.93
5 922.00 46.11 2.11
3,230.15 25.15 1.16

Total all costs ...................... 66,540.52 3,518.42 70, 058.94 545.53 24.99

5.81
.91
.65
.36

7.73

NOTES

Total units poduced, 2,804X16.4568; price per unit, 46.144.98; number of acres 128.42; average yield per acre, 21.84;
hour percent allocation 32 23

Amount received for sugar beets .......................................................... $46, 144.98
Less debit patronage ........................................................................ 6,183.10

Net actually received from 1976 sugar beet crop ............................................... 39, 961.88

Landlord rent share ........ ------------------------------------------------------- 6, 214.50
Rent share calculation my land -------------------------------------------------------------- 2,001.68

Total .................................................................................. 8,216.48

OW: Calculated at pay rate of highest paid hand man (4.50 per hour) prorated as a percent of gross Income that this
Crop bears to total gross from all crops.

IC: Indirect costs; LC: Land costs; OW: Operators wages; MC: Management costs.
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USDA ANALYSIS, IRRIGATED SUGARCANE PRODUCTION COSTS, 1976
1976

Account name costs per 1976 costs
acre per ton

Repairs and supplies (IC) ....................................................... $26.55 $1.21
Ordinary labor (C) ............................................................ 31.39 1.43
Special labor ................................................................... 30.42 1.38
Petroleum products (IC) ......................................................... 15.13 .69
Utilities: Electric, telephone (IC) .................................................. 1.80 .08
Irritation gas .................................................................................
Machine hire .....................-..-- ............. ...................... 59.59 2.72
Fertilizer ....... ........ ...................................................... 39.48 1.76
Agriculture chemical, geno A (IC) ................................................. 27.45 1.25
Direct .....................................................................................................
Seed .......................................................................... 15.89 .73
Employees board and room (IC) ...........................................................................
Legal and administrative costs (IC) ............................................... 4.30 .20
Interest and savings chart" 00 ................................................. 27.85 1. 27
Dues and subscriptions (I C)-----------------------------------------1.75 .08
Travel and transportation (IC) ................................................................................
Insurance (IC) .................................................................. 14.08 .64
Storage and handling ........................................................................................
Other expenses ----------------------------------------------------------------- 3.39 .15
Depreciation (IC)---------------------------.. 28.16 1.29
Taxes (IC)-----------------------------------------------. 4.13 .19

Total raw costs ........................................................... 330.06 15.08
Land costs (LC) ................................................................. 59.55 2.72
Operators wages (OW) ---------------------------------------------------------------------------------------
Management costs (MC) ......................................................... 21.43 .98

Total all costs ............................................................ 411.36 18.77

NOTES
Total units produced, 2,804 TPA; number of acres, 128.42; average yield per acre, 21.91 TPA.
1. How has land costs on owned land been calculated? It is too low.
2. Operators wages-where.
3. Major discrepancies over maintenance and repairs and food consumed.
4. See also analysis of Crop. Recipts-Totally wrong.
IC: Indirect costs; LC; Land costs; OW: Operators wages; MC: Management costs.

[Acres planted: 128; production per acre: 21.91 tons; sugar content: 15.14 psrcentl

Production costs Receipts F Net return
(per pound) (per pound) (per pound)

Raw beets .................................................. $0.009 $0.010 $0.000
Refined sugar ............................................... .062 .06! .003
Raw value (basis) ------------------------------------------. 058 .060 .002

Cost
Per acre Per ton,

Variable costs:
Materials:

Fertilizer (dry) --------------------------------------------------------- $38. 484 $1 757Fertilizer (lqi)------------------ 0 0Lime- .. ......................................................... 0 0
Lmnue ................................................................ 00
Manure ------------------------------------------------------ 0 0
Seed .................................................................. 15.891 .725
Fungicides ............................................................. 17. 523 .800
Herbicides ............................................................. 6.422 .293
Insecticides ............................................................ 3.508 . 160
Other materials ......................................................... 0 0

Machinery Lnd equipment:
Tractor s:

Fuel and lube ....................................................... 8.397 .383
Repairs ............................................................ 3.279 .150

Trucks:
Fuel and lube ------------------------------------------------------- 6.719 .307
Repairs ............................................................ 11.008 .503

Machinery:Fuel ....................................................... 0 0
Repairs ............................................................ 1.735 .079

Irrigation:
Fuel and lube ....................................................... 0
Repairs ....................................... 10.530 .481

Hired equipment:
Custom work ....................................................... 59.594 2.720
Rental fees ......................................................... 0 , 0
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Cost
Per acre Per ton

Variable costs-Continued
Labor:

Paid:
Hind labor ......................................................... 0 0
Machinery labor .................................................... $18. 351 $0.473
Truck labor ........................................................ 0 0
Irrigation labor ..................................................... 19.643 .897
Contract labor ...................................................... 30. 422 1. 389

Unpaid: Operator and family ............................................. 0 0
Other labor ............................................................. 1. 398 .064

General farm costs:
Utilities ................................................................ 1.804 .082
Fees and dues .......................................................... -. 750 .00
Office supplies .......................................................... 4.304 .196
Interest on operating capital .............................................. 10. 465 .478

Total, variable costs ................................................... 263. 237 12,016
Ownership costs:

Depreciation:
Machinery .............................................................. 3.017 .13
Trucks ................................................................. 8. 316 .380
Tractors -------------------------------------------------------------- 6. 731 .307
Irrigation .............................................................. 10.093 .461

Taxes ...................................................................... 4. 125 .188
Interest:

Real estate ------------------------------------------------------------- .820 .037
Machinery -------------------------------------------------------------- 9.456 .432
Irrigation -------------------------------------------------------------- 7.109 .325

Insurance .................................................................. 14.083 .643
Housing:

Machinery .............................................................. .458 .021
Trucks ----------------------------------------------------------------- 1.485 .068
Tractors ............................................................... 1.448 .066

Total, ownership costs ............................................... 67.142 3. 065
Total of above costs .................................... 33.378 15.081

Return to land, overhead, risk, and management .......................... . 9.127 4. 480
.and charges:

Owned land .............................. ................................ 5.666 .259
Cash rent ...................................................-- _------- 0 0
Share rent ............----------------------.----------------------- - 53.886 2.460

Management charge (5 percent of gross receipts) .................................. 21.425 .979
Irtal, production costs .......................................... 411.355 18. 777

Return to overhead and risk ........................................... .... -17.150 .783
Sugar beet value ................................................................ 54, 848. 68 ..............
Livestock value ................................................................. 0
Hay value ---------------------------------------------------------------------- 0 ..............
Crop value ..................................................................... 61, 046.66 ..........
Gross value --------------------------------------------------------------------- 115895.31 ..............

IRRIGATED SUGAR BEET PRODUCTION COSTS, 1977
Total 1976 costs 1977 1377 1977 1977 costs
1977 forward adjusted costs per costs per per hundred-

Account name costs to 1977 costs Kre ton weight
Repairs and supplies (IC) ............ 5, 398.50 11,077.97 $6,476.55 353.64 $2.85 $0.87
Ordinary labor C) .................. 7,099.53 1,882.41 8,981.94 74.38 3.95 1.20
Special 7abor ....................... 1783.14 .... 1,783.14 14.77 .78 .24
Petroleum products (IC)............. 2,774.18 760.03 3,534.21 29.27 1.55 .48
Utilities, electricity, telephone (IC) .... 233.94 64.21 298.15 2.47 .13 .04
Irrigation gas ....................... 406.33 ............ 406.33 3.36 .18 .05
Machine hire ..................... 6 974.60 ............ 6,974.60 57.76 3.06 .94
Fertilizer ......................... 2903.29 ............ 2,903.29 24.04 1.27 .39
Agriculture, chemicals, general (IC)... 71.92 ............ 71.92 .60 .03 .01
Direct ............................. 2,734.23 2,734.23 22.64 1.20 .37
Seed .............................. 1,982.50, 12.50 16.42 .87 .27
Employees board and room (IC) ...... 331.02 194.79 55.81 4.35 .23 .08
Legal and administrative costs (IC).... 273.76 79.70 353.46 2.93 .16 .05
Interest and service charges .......... 644.64 130.25 774.89 6.42 .34 .10
Dues and subscriptions (IC) .......... 139.03 15.37 154.40 1.28 .07 .02
Travel and transportation (4C)6........(.66) 2.54 (82.12) . 8) (:) (.01
Insurance (IC) ..................- 1 322.25 260.94 1, 83.19 13.1 6 .21
Depreciation (IC) ................ 5, 570.62 , 348.42 6 919.04 57.29 3.04 .93
Taxes (IC) ...................... 840.86 183.52 1,024.38 8.48 .45 .14

Total rawcosts ............... 41.399.76 6,000.15 47,399.91 392.52 20.81 6.38
Land costs (% rent) (I..C).......... 9,711.66 ............ 9,711.66 80.42 4.26 1.31
Operators wages, $4.5 per hour (OW). 4,032.00 ............ 4,032.00 33.39 1.77 .54
Management costs, 7 percent gross

(MC) .................... 3,399.08 ............ 3,399.08 28.15 1.49 .46
Total all costs ................ 58,542.50 6,000.15 64,547.65 534.48 28.33 8.69

Total units produced 2278/163 percenlX21. 32; price per unit-45,588.32; gross return number of acres, 120.76
average yield per acre, I8,-S TPA; hour percent allocation, .2907 percent 7,426.28 hundredweight sugar produced; 16.33

percent average sugar.
IC-Indirect costs, LC-land costs, OW-operator wages, MC-managerrent costs,
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EXHIBIT I
COLO.KAN SUGAR, INC.-COMPARATIVE STATEMENT OF OPERATIONS FOR THE 3 YEARS ENDING AUG. 31, 1979

Amount Per hundredweight sold
1979 1978 1977 1979 1978 1977

budget actual I Ktual budget actual I aclual

Sugar sales, net of discouets, returns and aMow-
ancos--------------- $10,176 $10,508 $10,042 $17 16 $17.48 $14.14

Ma f keti ng', expi; I ess - - - - (468) (441) (376) (.79) (.73) (.52)
Net seIlin -price---------------------- 9708 10,067 9,666 16.37 16.75 13.62

Cost of produI sold...................... (11,752) (11,076) (1182) (19.82) (18.43) (16.66)
Operating profit (loss) .................... (2,044) (1,009) (2.154) (3.45) (1.68) (3.03)

Expenses:

Allocated seasonal Interest, net .............. 200 (93) (175) . 34 16 .1

Total expenses ............................ .(532) (359) (372) (.90) (.60) (.53)
Net income (loss) before reduction of member beetpayments ....... .................. (2.576) (1368) (2,526) (4.35) (2.28) (3.56)
Reduction of member beet payments .............. 2,576 1,368 1,892 4.35 2.28 2.66

Net income (loss) ................................ (634)................(.90)
tundredwelght of sales (thousands) ........................ ........
8eet payment summary:

Scale payment .............................. 25.42 25.21 19.97 10.64 11.09 9.17
Reduction .................................. (10. 39) (6.55) (4. 86) -4. 35 -2. 28 -2.66

Net payment per ton ...................... 15.03 18.66 15.11 6.29 8.81 6.81

1 Unaudited.
Note: The assumption has been made in the 1979 budget that beginning and ending Inventories will not change, there-

fore, cost of sales is equal to cost of production.
EXHIBIT II

COLO-KAN SUGAR, INC.--COMPARATIVE STATEMENT OF PRODUCTION COST FOR THE 3 YEARS
ENDING AUG. 31, 1979

Amount (thousands) Per hundredweight produced

1979 1978 1977 1979 1978 1977
budget actual I actual budget actual ' actual

Sugar operations:
Campaign labor ............................. $615 $511 $917 $1.04 $1.06 $1.12
Bollerhouse fuel ............................ 985 717 1.094 1.66 1.51 1.33
Coke ...................................... 204 169 314 .34 .36 .38
Limerock ................................... 216 176 324 .36 .37 .40
Operating supplies ..... ................ 86 68 97 .15 .14 .12
Other ..................................... 125 160 567 .21 .34 .69

Factory operations:
Maintenance ................................ 985 839 372 1.66 1.76 .45
Factory overhead ............................ 778 465 786 1.31 .98 .96
Insurance and taxes ......................... 372 292 165 .63 .61 .20

Total sular manufacturing ................. 4,366 3,397 4 636 7.36 7.15 5.65
Byproduct credit ................................ (780) (515) (1:354) (1.32) (1.08) (1.65)

Manufacturing costs before management fee. 3, 586 2,882 3, 282 6.04 6. 07 4.00
Management fee ................................ 248 209 389 .42 .44 .47

Manufacturing costs ....................... 3,834 3,091 3,671 6.46 6.51 .. 4.47

Agricultural operations:
Agricultural services ......................... 361 175 383 .61 .36 .47
Freight and delivery ......................... 1,253 1,010 1,519 2.11 2.13 1.85

Total agriculture .......................... 1,614 1,185 1.902 2.72 2.49 2.32
Total factory operations ........ 5, 448 4,276 5, 573 9. 18 9.00 6.79Beet payment-Scale .................... 6,304 5,267 7,768 10.64 11.09 9.41

Total production cost ...................... 11,752 9,543 13,341 19.82 20.09 16.26
Beetprocessingl summary: . .Tons of beets purchased thousands) .......... 248 209 389 ....... .............

Production of sugar (hundredwagt)....... ... 593 475 820 ..............................
Hundredweight of sugar extracted per ton oI

beets purchased .............. 2.39 2.27 2.11 ..............................

I Unaudited.

BEST COPY AVAILABLE
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Senator 'MAISUNAGA. Our next witness is Mr. Vernie R. Glasson,
assistant director of national affairs, American Farm Bureau Asso-
ciation.

We will be happy to hear from you, Mr. Glasson.

STATEMENT OF VERNIE R. GLASSON, ASSISTANT DIRECTOR OF
NATIONAL AFFAIRS, AMERICAN FARM BUREAU ASSOCIATION

Mr. GLAssoN. Thank you, Mr. Chairman. We have a short statement
that I would like to make even shorter in the interest of time.

In the middle of the page, basically, we indicate the support that the
voting delegates of the member state farm bureaus indicated at our
annual meeting this year for a long-term sugar program. The Farm
Bureau is strongly supportive of S. 463, and we o commend this
committee for their earlier consideration of this particular piece of
legislation.

We have a Sugar Advisory Committee, which is appointed by the
president of the American lP'arm Bureau, representatives of the 16
sugar-producing States. We met earlier this year and down toward
the bottom of the page you will find six items that they specifically
recommended to tie board of directors for consideration in new
legislation.

1 would point out two of those at this time, items two and four.
Item two, to provide the domestic producer a minimum price in the
range of 16 cents per pound with, rice objective to be achieved through
the use of strict import quotas and fees and the domestic sugar loan
program.

Item four, to provide that the price objective be obtained in the
marketplace, paid for by sugar users, not the government.

At the bottom of the page, the committee was also very adamant
to encourage the continued use of research in the area of sugar cane
and sugar beets, as well as other crops, in the production of energy.

The Farm Bureau has stated on several occasions that sugar leg-
islation should be a high priority in this session of the 96th Congress
and again, Mr. Chairman and Senator Dole, we commend this subcom-
mittee for its early consideration.

The next paragraph outlines actions that we have taken in the last
three years to give some assistance to sugar growers in this country.

Finally, Mr. Chairman, unless a workable domestic sugar program
is enacted promptly, U.S. sugar cane and sugar beet producers will
be forced out of production by depressed prices and the United States
will become even more dependent on sugar imports for our supply of
this important commodity.

We thank you for the opportunity to present our views today.
Senator MATSUNAOA. Thank you very much, Mr. Glasson, I am

sure the growers, many of whom are members of the American Farm
Bureau Federation, appreciate your position.

Senator DoLE. Are you opposed to direct payments ?
Mr. GLAssoN. Yes, sir, at this time. This was an important item-of

consideration by the committee and by our board of directors at its
board meeting 2 weeks ago when they did take the position of op-
posing direct payment programs, Senator Dole.

Senator Doiz. What about forgiveness of interest ? Did you take a
position on that?
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Mr. GLA SSONM. We do not have a position on that. It is an item, I
might add under consideration. Also your discussion and concern
relative to the payments side. The Board of Directors has appointed
a committee of the board members to monitor the continued efforts
of the Congress for sugar legislation and, of course, they will be tak-
ing a look at each new change as the legislation proceeds through
Congress.

Of course, the payment situation would be one of the items under
consideration, as well as the interest question which you have raised.

Senator DoLE. I assume if there were some direct payments you
would want to limit the payments?

Mr. GLAssOx. No, sir. The Farm Bureau has always opposed pay-
nient limitations.

Senator DOLE. Do you also oppose direct payments?
Mr. GIsso.%-. We are not opposing direct payments on other com-

modities; we are opposing them on sugar at this point in time.
Senator DOLE Thank you.
Mr. GLASSoNN. Thank you.
Senator MATSUNAOA. Thank you.
[The prepared statement of Mfr. Glasson follows:]

STATEMENT OF THlE AMERICAN FARM BUREAU FEDERATION, PRESENTED BY VERNIE
R. GLASSON, ASSISTANT DIRECTOR, NATIONAL AFFAIRS

We appreciate the opportunity to express Farm Bureau's views regarding
sugar legislation. Domestic sugar producers are in serious need of a program
to help bring stability to their industry.

Farm Bureau is the nation's largest general farm organization, representing
more than 3 million families who are voluntary, dues-paying members In more
than 2,800 county Farm Bureaus in 49 states and Puerto Rico. Farm Bureau
members are engaged in the production and marketing of every major commodity
prrxllced In this country, Including sugarcane and sugar beets as well as corn
for the sweetener Industry.

At the most recent annual meeting of the American Farm Bureau Federation
the voting delegates of the member State Farm Bureaus adopted the following
policy statement:

"We support long-term legislation to protect the interests of domestic pro-
ducers and maintain a viable sugar industry. Long-term sweetener legislation
should provide reasonable levels for raw and refined sweetener imports. These
import levels should be set on a quarterly basis to meet the needs of U.S.
conim mers."

The AFBF Board of Directors considered a number of detailed recommenda-
tions from the sugar advisory committee which is comprised of producer-members
from 16 sugar-producing states. The following recommendations were approved
relative to new legislation:

(1) Make raw and refined sugar, and any products containing substantial
amounts of sugar, subject to import fees, tariffs, and quotas;

(2) Provide the domestic producer a minimum price in the range of 16 cents
per pound (raw material equivalent), with the price objective to be achieved
through the use of strict import quotas and fees and a domestic sugar loan
program ;

(3) Provide a price objective for sugar that will maintain a viable domestic
sugar Industry;

(4) Provide that the price objective be obtained in the marketplace, paid for
by sugar users-not the government; and

(5) Provide that any criminal penalties, if necessary, be set at minimal and
reasonable levels.

Farm Bureau endorses further efforts to utilize sugarcane, sugar beets and
other crops as resources in the production of energy.

Farm Bureau has stated on several occasions that sugar legislation should be
a high priority item in the 96th Congress. We commend this subcommittee for its
early consideration of this matter.
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Farm Bureau has repeatedly sought action that would protect the Interests of
domestic growers. Prior to last year we sought, and were denied, a reduction In
the global import quota to a level that would have been commensurate with our
needs. Last year we supported legislation that was reported favorably by this
subcommittee. However, domestic growers still find themselves without an ade-
quate program.

Unless a workable domestic sugar program is enacted promptly, U.S. sugar-
cane and sugar beet producers will be for(ed out of production by depressed
prices and the United States will become even more dependent on sugar imports
for our supply of this important commodity.

S. 463, the Sugar Stabilization Act of 1979, would provide welcome relief for
this depressed industry. Farm Bureau supports this proposal and urges its favor-
able consideration.

We thank you for this opportunity to present our views and suggestions.

Senator MATsWXAGA. Our next witness is Mr. E. Linwood Tipton,
vice chairman, Sugar Users Group.

We will be happy to hear from you, Mr. Tipton.

STATEMENT OF E. LINWOOD TIPTON, VICE CHAIRMAN, SUGAR
USERS GROUP

Mr. Tiirox. Thank you, sir.
I would request that the statement be printed in the record as we

have provided it to the committee.
Senator MATST.NAGA. Without objection, so ordered.
Mr. Tiro.,-. Thank you. I will summarize some of the points that

we make in the statement.
I am the vice chairman of the Sugar ksrs Group and we thank

you very much for the opportunity to appear before you today. The
Sugar Users Group, contrary to what is frequently thought to be the
case, are very supportive of a strong, viable domestic industry and we
think it is necessary to provide a reasonable price to the domestic in-
dustry to continue'production of sweeteners in the United States for
a substantial part of our supply.

To that end, we support a price of 153/4 cents in New York. In the
statement, we go into some detail in sl)ecifying the specific price that
we are talking about in New York, and I think it is important that
that be emphasized, because there has been some confusion about
whether we are talking about prices in New York, at the marketplace.
or whether you are talking about prices at the farm level.

The price we are talking about is New York with all duties and fees
paid, and I think this is true in all of the bills, but we think it needs
to be vein v explicitly stated on that point. We believe this price would
be) generous and would end ul) increasing the share of the total do-
mestic sweeteners that are supplied from domestic sources. We are
opposed to any increase in the price in 1978. We believe the 1978 sup-
l)ort. price program should continue to run its course as it has been
e.-tablished.

We also believe that it is important that the committee focus on
some of the differences in the type of sugar that is being discussed.
particularly as it relates to the cost. data. The 15.8 cents that we are
sug testingg, is in raw form.

Now, there has been a considerable amount of cost. data presented
with respect to beet sugar, I have not heard the testimony here, but
in soMe of the other hearings, there has been a considerable amount
of testimony indicating it was around 17 cents. This is the number
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that was also used in the General Accounting Office's study. That
number, by the way, is for refined beet sugar.

'hat is why it is higher than the 15.8 for cane, which is the raw
sugar price, and the 15.8 cents for cane would relate to '21 to 21.5 cents
for refined cane sugar.

The same is true with respect to high-fructose corn sweetener that
is a product that goes directly to its finished form, so the cost numbers
that are bandied around for that are relating to it in its finished form,
which would be equivalent to refined cane.

I think it is important to point that out, because there has been a
considerable amount of confusion at times as to how those cost num-
bers relate to each other.

We are concerned about the future adjuster. We would suggest
there should be authority for the Secretary to adjust the market sup-

roit price in future years. However, we do not believe it should be
based upon the cost of producing cane and beet sugar in the United
States.

We believe there should be some discretion for the Secretary. There
should be a hearing in which lie would receive evidence on various
specific factors that lie would take into consideration in setting the
price. We would suggest that the factors include consideration of the
cost of producing cane and beet sugar as well as high-fructose corn
sweeteners, that lie also consider the supply and demand condition in
the world as well as that in the United States and that he consider
the impact on inflation. After having received that evidence, lie would
then make a determination as to what adjustment could be made in
the market price support program for future years.

We would also suggest that his discretion be limited and that it be
limited to an adjustment of not more than 5 percent upward, or 5 per-
cent downward in any given year.

We suggest and urge that the price objective be accomplished by
the use of fees. However, we are opposed to a quota concept that
would limit the amount the price could vary around the price objective.

'There are suggestions that there should be something that would
limit the price variations to not more than a quarter of a. cent variance
before an automatic required change in the import fee.

There also are some suggestions that there should be a quota imposed
if the actual market price varies by more than a half a cent around
the market price objective for a specified period of time. 'This, we
are very much opposed to, either one of those limitations, largely
because it would eliminate the futures market, and the futures market
is an extrefiely important part of the sugar users purchase prog ra1
and provides a mechanism whereby one can fix the cost and go ahead
and bid forward on cookies or ice cream, or whatever.

Most of these things are normally bid for future delivery for a con-
siderable period of time. It is important we have some sort of meclia-
iiismn to fix that cost. The futures market provides that mechanism.

We are very much concerned that it vouild be eliminate( if the-e
quota provisions were included. We are Ol)l)OS('d to quotas, the imposi-
tion of quotas, just on the basis of the iumlosit ion of quotas.

We are not seeking payments as a lrt of the return to growers.
We do believe, however, that there should he provisions to miake p1v-
ments, and we do believe. that it is important, particularly in this
regard, if the Secretary, in establishing the import fee, fails to achieve
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the market objective and we believe that there should be some author-
ity to make up that deficiency in the form of payments.

We believe that the legislation should clearly direct the Secretary
to achieve the market price objective by the use of fees. However, in
the event of inadvertentness that there should be some authority to pro-
vide for a direct payment. This would assure the grower that he is
going to achieve the stated market price objective irrespective of
whether the Secretary was able to carry out the function exactly as
directed.

There is one other provision that is being discussed in some quarters,
the imposition of a loan program. I know there have been a number of
suggestions that the program provide that the loan rate be 89 percent
of t ie market price objective. As was pointed out, one of the reasons
that the Government is receiving a considerable amount of sugar under
its loan program and probably the Government will take title to the
sugar, is because there is not an adequate differential between the loan
rate and the market price.

There are a number of factors. The loan rate applies to the sugar
at. the processor location or mill location and there is a considerable
difference between the cost of the sugar at that point and at the market.

We believe, if one were to have an 89 percent loan rate of a 15.8
cent raw sugar price that the market price would have to be about
16.3 cents,, assuming a 7-percent interest rate, -hich is the current
interest rate on CCC loans, and that is considerably above the 15.8
cents that would be the target price of this legislation for 1979, as
many people have been discussing.

If the interest rate were increased to 10 percent, which is being dis-
cussed by the Commodity Credit Corporation, then it would require
a price in the 16.7 cent to 16.8 cent area in order for that sugar not -

to le forwarded to the Government.
We think those two are totally inconsistent with each other and we

do not believe there is a need for the loan program under this legis-
lation.

Thank you very much for the opportunity to appear before you.
Senator MNATSU AOA. Thank you very much, Mr. Tipton. I appre-

ciate very much your keeping within the time limit.
Senator Dole?
Sentttor Doit,. As I understand it. you do not object to payments?
Mr. Tir-ro-;. We are not seeking them. We do not really object to

them either. We are not seeking them as a part of the payments struc-
ture. There are some proposals that the price should 1e 15.8 cents plus
a half a cent of payments. We are not seeking them in that form. We
(10 believe that it is important, however, that there be some discretion-
arv authority to the Secretary in the event that he misses the market
price objective.

Senator Dor.. Ile has not hit it yet, has lie? Has lie ever reached
tho market price objective?

Mr. Tivro.. I think so; yes. There have been years when it has, not
under this current program; no, sir.

In the event that he does fail to achieve it, then we suggest there
should be a mechanism where he can make up that difference in the
form or payments.

Senator DOLE. Thank you.
Senator MATSUNAOA. Thank you very much.



['1'lo preintred statemilent of Ir. Tipton follows- :1

STATEMFNT OF TIE SUGAR USERS GROUrP

My naime is E. Linwood Tipton. I am the economist and executive ass!stant for
the International Association of Ice Cream Minnufacturers, and also Vice Chair-
man of the Sugar Users Group. I an accompanied by Mr. James V. Stanton, our
Counsel, with the law firmn of Ragan and Mason and Mr. Joseph M. Creed, Chair-
man of the Sugar Users Group.

Time Sugar Users Group is an organization representing trade associations
whose members are the major users of sugar in the United States. The company
members of the associations comprising the Sugar Users Group use over 60% of
the sugar consumed in the United States. Our member associations are:

American Bakers Association;
Association for Dressings and Sauces;
Biscuit and Cracker Manufacturers Association;
Chocolate Manufactu'rers Association of the United States of America;
Flavor & Extract Manufacturers Association;
International Association of Ice Cream Manufacturers;
Milk Industry Foundation;
National Bakery Suppliers Association;
National Association of Fruits, Flavors, Syrups, Inc.;
National Food Processors Association;
National Soft Drink Association;
National Restaurant Association;
Pickle Packers International, Inc.;
Processed Apples Institute; and
Retail Bakers of America.

SUPPORT VIABLE DOMESTIC INDUSTRY

We appreciate the opportunity to appear before you today and share our views
un sugar policy. Unfortunately, there tire some who believe that industrial sugar
users are only interested in buying sugar at tie lowest price possible. I want to
assure you that this is not the position of the Sugar Users Group. We favor a
support price program designed to maintain a viable domestic sugar industry.
We know this can lie done only through policies which afford an adequate return
to efficient domestic producers. However, we do not believe government programs
should support prices at levels that would guarantee a profit to inefficient
producers.

15.7 5-CENT PRICE IS GENEROUS

We believe a 11179 price of 15.75¢ per pounil for 96 degree raw sugar, basis New
York ex dock, with all duties and fees paid i nuding any future International
Sugar Agreement levies, is quite generous. It would provide a return to domestic
sugar producers at prices in exce:'s of the average cost of production when cal-
Pulated in the same manner as provided in the Agriculture Act of 1977 for many
other commodities. We oppose any prive in excess of this level.

SIIOULD NOT INCREASE DOMESTIC MARKET SIIABES

We believe this price would nio e than maintain a viable domestic sweetener
industry. In fact, we would expect domestically produced nutritive sweeteners
to continue to provide an increasing share of our nutritive sweetener needs at
such a price support level. This, of course, woull mean a decrease in lower cost
imported sugar.

We question the desirability of continuing siach a shift of sources. Only a few
years ago, about half of our sugar requirements were produced domestically and
half imported. The argument was repeatedly heard that the United States should
produce about half of its requirements within Its own boundaries to assure the
availability of hasic supplies in the event of supply disruptions front foreign
sources. Although it was recognized that foreign supplies would provide a lower
cost source of sugar, nevertheless this was the policy established by the old
Sugar Act. However, with the development of high fructose corn sweeteners
I HFCS), which is an alternative sweetener source for many products, the share
of the market supplied by foreign sugar has declined. Foreign sugar now accounts
for only about 40%, while domestically produced sugar and high fructose corn
sweeteners make up the other 60 percent.

44 979-79-S,
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Recent government sugar prieing policies have resulted in continued reliance
oil domstically produced sugar to virtually the same extent as previously. This
resulted in the increased production of lIFt'S replacing imports of lower cost for-
eign sugar. We do not believe this is in the best interest of consumers or the U.S.
economy.

CONSUMERS SiOUfLD ENJOY BENEFIT OF TCI[NOJ.OGICAL DEVEiOPMENTS

Consumers should enjoy the benefit of the lower cost high fructose corn sweet-
eners. However, at a 15.75 lasis New York ex dock price for raw sugar, we
would expect domestic sugar and IIFUS production to increase while Imports
decline even further. To continue this policy in future years would be a classic
case of creating inflation by government programs, the very thing that millions
of United States citizens agree Is currently plaguing our country. It would be
another case of preventing the benefits of an important technological development
from accruing to consumers in order to protect a limited number of domestic
sweetener producers.

l)ouestlc sugar liric(,s generally provide an unibrella for high fructose corn
s\v'et( iers, which are usually i'Iced l;elbv but in direct relation to sugar prices.
Thits ot'curs despite the fact that JIFCS production costs are lower and bear no
rolothonship to the cost of producing sugar. Ths, high domestic sugar prices pro-
ltctec by import duties and fees rot consumers of the benefits of lower cost high
fl-n-tose (u1ir sweeteners us well as lower cost foreign suglir supples.

We do not believe Congress wishes to perpetuate particularly In these Ila-
tionary times such a situation, which is Injurious to consumers and the U.S.
economy.

OPPOSE ANY ADJUSTMENT TO PRESENT SUPPORT PRICE FOR 197.

Although w\'e support a lre of 15.750 for raw sugar for the 1979 crop years.
as st;ited earlier, we believe it is generous. We do object. however, to any higher
price and to a congressional mandated furiller escalation of an already high
prive. We also strongly oppose any change III the present 150 Suliport pri.e prior
to October 1, 1979.

OPPOSE AUTOMATIC l'REI ETERMIMINED ESCALATION

The Sugar Users Group opposes an outonniti cseala tien of the domestic
market price objective. However, reco-nizing the po.silility of increasing pro-
duc.tion costs, we recoiiend granting authority for tho Speretary of Agriculture
to review the market price ob jectlve ann'zally and make adjustments as appro-
ipriate based on evidence Introduced at a publie hearing.

FUTURE ADJUSTMENTS SIOUI.D BE BASED ON SEVERAL FACTORS

'livi' aiinual revi-,w process should provide authority for the Secretary to con-
u('i publIe hearings inI which vvllence on the following factors would le re-

quested. The Secretary should then be required to nake a decision as to what,
if any, adjustment should 1Fe made based on the record evidence.

The factors which we believe should be considered are :
1. Tl'o .cost of producing loliestic sugar and high fructose corn smveeteners.

he basis for determining production costs should lie calculated i it iniumer
snoihi r to that provided for other cominoditizes In the AgrieulIture At of 1977.

2. Word ald domestic supply and denind conditions.
3. 'rHe domestic economic situation. particularly In.cluding the hlpacl of any

change in the market price objective on inflation.
After considering the cost and availability of foreign sugar and domestically

ir,lu"ed IF(S, the Sugar Users Group has concudod it is uceonomical and
rcliecs,4,sarily intlationary to set a domestic price objective designd to maintain
all of the existing domestic cane and beet Industry capacity. Therefore, we op-
l:- i system of adjusttig sugar pries Ibased oli al formula using the average
cost of producing domestic beet and cane suar. Instead the anual review of tile
jionket prie objective should inchlde consider tion of the cost of high fructose

orn sweeteners as Well as tlat of beet and cane sugir. To provide data for such
a hlivaring, we spilport provisions requiring and funding a (letiled study of tile
c'at of Iroduring sugar ani fructose corn sweeteners.

ADJ USTMENT5 SIIOI'IjD BE LIMITEDD TO 5 PERCENT PER YEAR

TO avoid uiluslial iijust nnent s for producers a nd consumers ill aiy given year
anrid the consequenlees of annually compounding sharp Increases in market price
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objectives, the increase or decrease in market price objectives should lie limited
to 5 percent In any given year.

PAYMENTS

The Sugar Users Group is not seeking direct payments to growers a: a means

Ip r,duve market prices. However, we as a group, do not oppose payments either.
llowever, we do not believe payments to return a price to growers In excess of
15.75! basis New York, ex dock, is necessary or appropriate.

AUTIIORITY TO MAKE PAYMENT TO .SSiRE GROWR:tS OF R('EIVINU
MARKET PICV(' OBJE('TlV'F

I.gisi:ition should include authority to permit Imynients to dotmpstif growers
i!'. through inadvertance. the market price objective is not achieved through
iomiiervial market prices. The market price objective should ie achieved by
sittiig fes and import duties on imported sugar to cover the difference between
the cost of foreign sugar and the domestic price objective. Authority to make
;i'iyminets to domestic producers would assure them of receiving the Slicifiled
prie ohbjective even if tie market price failed to meet the annual average price
1,'jevtive.

REMtOVAL OF' 50 PERE(iN'T AD VALOiREM lM.tI, tI rON N*FEES

W'o reclrmmelnd the removal of the present 50 percent limitation oni duties on
iipjrted sugar. The total Import fees and dtities imii I d should not lie limited
arioltra rily to 50 percent of the ad valorem vahe. Authority should le provided
to et dttties and fees at tile level retired to ac.hivve imit not exceed, the market
lrie oiijertive on an annual average basis. Section 22 (if the Agriculture Adl jst-
mmint Act of 1918, as amended should lie lrnanein!y almend(l to remove the 50
iivr evtit limitation as it applies to sugar.

RATIFICATION OF I.s.A.

Wi support ratification and enactimvlt of tle iti.ss1i ry cii lllii ig legislation I,)
iiil 'lemeit the International Su,,ar A rmeenionit. Wi' r'-,,o ihizv t utilmportanmie (it
-111 ISA to help sustain a viable world sugar inlustry anmmd to avoid tlie cyclic
simIage. and sttlhuses (' the last aind !bs- mesil lug .- t remmo wirhl price
lu.iuaiwi. Therefore, we support ratifieation of' the ISA :is :a necluml!iusn to hell,

s! iiiliz., tle world supply and lI)ri'e of sugar in a raige that will itnitilt iartihi-
:tlits in ,ot h the domestic nrid the world sugar idustries.

Oi'OSi; INCLUSION OF LOAN 1'IOWta. \M

We oppost inallsioml Of t I n p tograin fir sll' : 1r in any new h' ,i-lltion. The
present l,,an program has resulted In leilcimiTlaitio of simhsltantial stocks of
raw sn.!'a . l'iier tie Ilteriti toilIl ,aga r A\grevintne , exjirlinmg c(;mi trhes are
re, uirei to mnaintit in i)lTfe(-r stocks nad l 4nra-P.e costs :i-e Irorne 1 ilnorting
rolut rios through special fees On :ll i:n rt A. ai hl t I ig mitiler of the
ISA. the Il'nited Staits Ins 11o 1l igt in to 1i to1:11 dimi(.1st le stocks nor Is
there aiv provision for the 'ited St:itls top ih reihtmiu.-om ! for the costs of ,to'-
wzpy If it does mahinl1tain sietoi s. 'herefore. I .S. (uu'.mvtii'. are nimyIng twice for
t lie am11 tilm lice of Ot a ndlby m !gu: r st o:ks.

Iutl eriiore. it Is difflieilt, u ill!olt i l Pi the a 1r1;aIt. to ileas, to the
o (titerclil market sulya r whi-Ii ln s Ivel stored uiier 10n n aind sll selliently

firfeit(d to the (omnodity ('redit V('rpon t i!-u. I rrosl'(.t iye of whether, ns under
tile present law, sugar is a storalil, or a ti(Ilstiriii , commodity. the fact remains
that raw surar does iiot stor well Over extended eriodst of time and much of
time value could ihe lost Iy the ilie it can effectively lie released from government
stocks for comilercial 1 se. It fl'ie,4 riot t-ioem oiw'oipia le or necessary to store
donestically produced sugar wliiht. liport un. forelg'n sluppliehs.

QTtN YVAS N NE:(ES'SRY

St idy authority to iI,-, qiPofa s is mice-a ry if the 50 pivrciut limitation oil
uiiuirit fees Is eliminated. However. m, would sit-,,rt . Iamljoy aul ority for the
ioiatl,Tlnient (of import qu,'ts oni :In eiercency Iisis only. Tie legislation should
contain provisions to require a finding I':" the Serrplnry that the anninul average
lw'ce olilective valliut lie ahioved toy thw li e ('if fe e' mid th it quotas will achieve

Ilie price objective. The legislation shield ailso pri,vidl for the rciovnl of quotas
at the earliest practicable moment when the e rviicgl.eiy Nis ceased.
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The Sugar Users believe that with removal of the 50 percent ad valoreni limit-
ation on import fees in the present haw, the fee and payments concept as set forth
by the Sugar Users Group, can assure domestic sugar producers that they will
receive the price objective without disrupting either the marketplace or interfer-
ing with the relationship between the United Staes and the supplier nations.

However, we recognize that support for using the quota approach to protect
domestic prices is ingrained in many groups. and therefore, do not object to the
inclusion of standby authority for the Secretary to Impose quotas when it has
been determined that no other means will maintain the desired return to
growers.

Although we do not foresee this situal ion deveh1ing, if it nevertheless dh(
occur, it is believed it could exist only for a iief period. Therefore, provisions
must also be made for removal of quotas as quickly as iosille after accomplish-

tent of the objective.
Mr. Chairman, again we appreciate IIhe opportunity to testify on sugar legisla-

li,11 and will be happy to respond to your (litestions.

Senator 3TATSLTNAGA. Our next witness is Mr. Robert J.. Mullins,
Assistant )irector of Iegislative Services. the National Farmers
1711ioll.

Mr. Milin's, we vill be happy to hear from you.

STATEMENT OF ROBERT J. IULLINS, ASSISTANT DIRECTOR OF
LEGISLATION, NATIONAL FARMERS UNION

Mr. MuuIxs. Thank you, Mi'. chairman . I have a very short state-
ment also, but I will make it even shorter.

I am Robert J. Mullins, Assi,4tant Director of Legislative Services
for the National Farmers Union.

A year ago, we a))eared beforee the committees of the House and
Senate to advocate adoption of a domesticc sugar stabilization program
for five years ahead, p)rovidinc a 17 cents price stabilization goal for
1979 together with an escalator provision for later years.

Time Congress was imable. (hue to Pressures from the White House
and from sugar users, to colelu(le almroval of needed legislation before
ad jourmnuent la;t October.

In the interim, conditions for suLar beet and cane producers and
for the. domestic processing industry have worsened. All of that has
been outlimied earlier today.

I would like to point out. thm),, that the sugar production in the
world is growin,,r and we deem it because of this necessary to enact
legislation immediately. World sugar output is now projected at 93.2

million mietie tons for 19 S-79. 'This wvoild be ." million metric tons
in excess of expected coislulial)t inn.

( ai'r-Vovei" s*O('ks l 3-2:.. 2 ' 11iwo mct i, 1 ,,;. S il luat. :nd that
is about 3- l)ereeit ove1r wolld consu1iptiofl. This year. 1978-79 we
are looking at 35.2 million metric tons or 38 percent of consumption
('ir''VOVi','. This i'4 the -ixtih sin'ees~i e v'al' t!,aA we ha'. v ! ccl hiuilding
stocks in tlin world.

IV( heard from a couple of otlier spoesmiill tli'; inmornin r tlat e'n-
actment of this legislation would lbe inflationar N. It is 0111. view that
h%\ holding the price objective to al)proximately 15 cents and con-
titanin,. the demise of the domestic sugar industry cold, in the long
rumn, )e the most iiiflationary of all measures that. we could take.

For Iim1(e t han -10 y Aveis we lad ric., s' h l it it) Il1e sigai' uminuket.
l)mring that time, sugar rose less lhln the overall average of food
products in the Consumer Price lidex.



When the Siugar.i ,t expired ill 1974, it put CofnstimerS on a roller-
oaster. Prices went as high as 65 cents a pound, or thereabouts.

To suggest that the consumers would have to rely on the gyrations
ofr the world market, if at a time when we would have worldwide
shortages. could effectively double. triple or qihadruple the price that.
protlucers are paying for sugar.

Thank you.
Senator MATSNAoGA. Thank you very much, Mr. Mullins. I appre-

('late your testininny. I am sure the growers appreciate the suppol

of the National Farmers Union.
I f there are no questions.
[The prepared statement of Mr. Mullins follows :]

.VI'EMrNT ok iomInOBET .1. MU'I.IINK, %S SIST.ANT I)IRECATORI OF LECtI,,ATIVE
SEvICEs, NATIONAl. FARMERS UNION

I till Robert J. Mullins, Assistant i)irector of Legislative Services.
A year ago, we appeared before the committees of the House and Semt, to

advocate adoption of a1 domestle sugar stabilization program for five years
ahead, pirovling a 17¢ price stabilization goal for 1979 together with till escalator
provision for later years.

The Confress was unable, due to pressures front tile White House atil from
sugar users, to conclude approval of needed legislation before adjolirtinlent last
October.

In tile Interim, (onliltions for stigar Iet and ctie produers alHd for tile (14 -
nmttic processing industry have worsened :

Several sugar calle nills amd one refinery at hiluoina. Lonisiaia have closed
since 1977-78.

Four sugar beet refineries have closed for 1979 (Rocky Ford, Colorado. idaho
Ialls, Idaho. aild "Moses Lake and Toppi'nish, WAIshlngton). leaving farmers
wil lout markets for 7,000 acres of sugar beets they grew in 1978.

Bteet sugar acreage Intentions for 1979 are reduced by 11 pereeit from a year
ago.

Woril raw sugar prices rennimied deliressed at alout 8 € a pouid.
Tin. International Sugar Agreefment (ISA I, negotiIted In 1977, still lacks

major sign:ttorles and shows no Itication of being aide to rally world market
priv'e?: to t Ie objectives of the agreement.

Voihl suigatr output is now projected at 93.2 million inetrie Ions ill 1197S-79.
3 nillioi .MT in excess of expected eon.suml)tion.

('arryover stocks at 32.2 million MT and (equoil to 34 percent of world e,,n-
stimplion will grow iii 1978-79 to 35.2 million .MT (r 38 Iercet of consuml)tion.
This Is the sixth successive year of stocks build-up and the largest carryover
lii recent years.

It is clear to its tiat there is mIo way I ilt tie IS.lomt pi .ll 'o(i' with lthe worsm'n-
imtu world market situation.

At Ilie Salne tile. It r wouli IR, Short-sighted to expect that tile attrit ion of till
(t'all i'Wite stig im" inlustry will tie halted if the sllugr price objective retnaIis at 15e
livr oumid of raw sugar.

i' ti ied deterioratiot of tle lr,dt ''ott itu sttlxtry will risk tlip hlii g, invest-
inetit faritors ht 'e int their sugar roductimi eqtiimtont anmid ill their EXlp'altive
it'llteti,.s alld. ait Iihe same lizie, post- it threat to tite 150,(Mo full-tiile aind part-
ti no, workers eitiloyed in the tiehbis. tills. alli ri'tinere,4.

1lidllg downt tie sugar prico iilijectiv'e ti I 5t it poll1in or therealiout is living
ihifetditi onitilflationary groids., but it will lie th(, inost Itflationary emorse of
ill if tine domestic industry is allowed to disinttegrate.

Fil- toe lim t4It1 years, front 1934 to ! 97-1, coisumite's (of vmllr iatioi enjoyed
I't-lativf, sully antid price staoility ili .tlgiir. Tile price of sligar dliiig that Iteriod
111',, less thaithe Iliel Overall av'ragei of other foods it tle' Consumer Price Index.

Tihe, teri'limiation of the Sugair Act tit tie end of 1974 took conmititers otl a
rtrighiteniiig rilte oil th roller-ctoaster, with prices reaclilng it peak of 40 a I ])outd.

To suggest tlha t oillslliers sholhl dlpenl principally lt imports for their Rugsilr
sliply Is to tnvite a s(ctld ride oil the roller--oaster, hilt the evenitually peak this
tuil' tihay well lie *I a pound.

Without a vialde domestic industry. there i. no way that the gyrations of the
ro'hir-eoaster can i)e avoided for consumers.
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At the 77th annual convention of National Farmers Union, March 11-14, 1970.
at Kansas City, Missouri, our delegates and members adopted the following state-
ment on sugar policy for 1979:

"We urge the Congress to adopt new sugar legislation providing for:
(a) A price objective of 17€ per pound for the 1979- 0 marketing year, through

the management of Import quotas and tariffs;
(b) A support program covering at least five marketing years to allow pro-

ducers the opportunity for long-range planning. The program should provide for
annual adjustment in the support price to reflect the cost of production: and.

(c) We ask the Executive Branch to Invoke Section 22 of Agricultural Act of
1935, putting Into effect tariff levies or import quotas, or a combination of both.
to ensure that Imports do not interfere with the conduct of the domestic support
program. Section 22 measures, however, should be replaced as soon ns necessary
legislation can be enacted for a variable levy representing tle difference lv-tween
the world sugar price and the U.S. support level, in effect, raising the prlce of
imported sugar to that of the domestic product."

In conclusion, we reiterate again the urgency of the situation and rceeniniend
your favorable action on a bill providing a price objective of not less than 170
for 1979.

Senator MATSNAG,.. Tie subcommittee. will stand in reces, subject

to the call of the Chair.
rThereupon, at 12:55 p.m., the subcommittee recessed, to reconvene

at the call of the Chair.]
rBy direction of the chairman the following communications wore

made a part of the hearing record :I

STATEMENT BY SEN ATOR LLOYD BENTSEN

Mr. Chairman, I appreciate this opportunity to testify before the Subcommittee
on S. 403. the International Sugar Stabilization Act 1979, of which I am a co-
sponsor.

Mr. Chairman, the need for this legislation is very real anl very press.in,-. With-
out it, the sugar industry In Texas will go bankrupt, with severe consequences
both for the local areas and for consuhuers throughout the State and nation. Texas
grows over 34,000 acres of sugar cane in the Rio Grande Valley, On are:a which is
among the poorest in the nation In terms of per capita Income. It is 9n area which
cannot afford to lose an Industry with an annual payroll of $7.7 million, yet at
current sugar prices that Is exactly what they are faced with.

Texas is also a major producer of beet sugar. The High Plains area of Texps
produced over 23.000 acres of sugar beets last year, and this has beeone a staple
local industry. However, producers in this eight-county arva are threatemied Iy
very low prices on the one side and declining water tables and very expensive,
natural gas for irrigation pumps on the other side. In the balance hangs the live-
lihood of hundreds of farmers and farm worker., 400 employees of the local proc-
essing plant, and hundreds more in the local communities who provide services to
support and in turn earn their living from this economic activity.

Mr. Chairman, the benefits of this legislation to Texas producers are obvious.
However. to be worthy of support. this legislation must also benefit sugar con-
sumers. I believe that these benefits are obvious when the position of the United
States in the world sugar market Is understood. The United States consumes
about eleven million tons of sugar annually. but we produce only about 4 million
tons of sugar. Thus, we are already largely dependent on the world sugar market.
This world market is noted for its volatility, and I would remind those who
seek only low prices that a few short years ago sugar prices went above 70 cents
per pound. A viable domestic sugar industry provides us with a cushion against
shifts in world supplies, and It provides a shield and deterrent against any attempt.
to form R sugar cartel.

This bill, by Implementing the International Sugar Agreement and by estab-
lishing a market price objective of 17 cents per pound, will provide consumers
with a more stable and reliable sugar supply. It will not guarantee producers
a profit, but this price will stem the flow of red ink and allow an important
domestic Industry to survive and return benefits to all our citizens.

Mr. Chairman. I commend my distinguished Colleague, Senator Church, for hiR
untiring efforts In seeking a solution to this complex problem and in sponsoring
this bill. I strongly urge that its recommendations be accepted by the Subcom-
mittee.
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STATEMENT BY SENATOR I)ANxtjL K. INoUYt.

Mr. Chairman, today I wish to submit testimony iii support of legislation that
Is crucial to the economic survival of my State.

Hawaii is the Nation's largest sugar producing state, producing about one-
fifth of all sugar produced in the United States. The sugar industry is Hawaii's
most important agricultural product and in 1977 occupied 220.7 thousand acres
of land, or 71.2 percent of all Hawaii's cultivated cropland. Furthermore, sugar-
cane is the major agricultural crop on each of the major Hawaiian Islands.

Approximately 29,000 people in Hawaii depend on the sugar industry for their
employment. The First Hawaiian Bank, one of Hawaii's leading banks, estimates
that if Ilawaii's sugar industry was to collapse the overall unemployment rate
would increase to 15 percent, Hawaii's general fund tax revenues would drop by
10 percent, and the State's welfare cost would increase a minimum of 50 percent
to nearly $200 million per year. Extremely high expenditures for unemployment
compensation, welfare and food stamps seem to be the only short-term alternatives
for that sngment of Hawaii's population that would be left Jobless if sugar prices
were to remain depressed. The First Hawaiian Bank concludes that the "closing
of the sugar industry would be devastating to the State of Hawaii's economy and
would result In the almost complete collapse of the Neighbor Island economies".
Yet, both Hawaii sugar earnings and acreage have been steadily declining in
recent years.

Alternative forms of employment for people employed in Hawaii's sugar in-
dustry are very limited. Ilawaii's relatively small population and distance from
time mainland prohibits local production of many consumer and capital goods at
efficient economies of sale. I must emphasize that there are no viable alternative
crops which could replace the sugar industry In Hawaii. While diversified agricul-
ture has grown, even under the most favorable assumptions, Hawaii State plan-
ning officials do not expect to match sugar sales or acreage. Diversified agricul-
ture il Ilawali faces serious obstacles, including a small market which cannot
support large scale operations; competition from overseas producers with lower
production costs; amd high costs in supplying overseas markets due to trans-
portation costs and high labor, land and material costs. Total self-sufficiency in
vegetables and fruits which can be grown in Hawaii, regardless of cost, would
occupy only an additional 3,500 acres.

A dismal record exists In finding a reclacemnent for growing sugar on those
plantations that have closed In the past few years. For example, after the Kohala
Sugar Company went out of business in 1975, Hawaii's State Government or-
ganized the Kolhala Task Force to find substitute economic activities for the Ko-
hala area. The State invested more than $6 million In new enterprises. The largest
of these, a feed grain and feedlot operation, has gone bankrupt. The plastics firm
ha.s also failed; a hay growing enterprise is running into great difficulties. The
State is late as last week became involved in further litigation to untangle the
financial tangle it has gotten itself involved in. Little has been achieved in pro-
viding employment for the Kohala area.

It is a misconception to think that the world's depressed sugar prices are affect-
ing the economic viability of only Hawaii's large agribusiness corporations. In
addition to the major producers, there are about 500 independent producers ac-
counting for about 5 percent of hlawaii's acreage and production. In almost every
case economic hardships has been the experience of independent growers and
sugar companies that remain In the sugar business. This is particularly true for
the small sugarcane farmer. For example, in 1978, a small farmer with 10 acres
of lind which produced 100 tons of sugar incurred losses in his sugarcane pro-
duclon of $1,090 on the average. The per ton sugar loss in 1978 was $40. In one
particular instance an independent grower with the Hilo Coast Processing Com-
pany who harvested 200 acres of sugarcane in 1978, or some 1,600 tons of sugar,
incurred a staggering loss of $222,200. These independent growers are less capable
of surviving extended periods of depressed price than the sugar companies.
lHawali's State Government has already made $1.5 million available for low in-
terest loans in 1977 to independent growers and provided an additional $750,000
in 1978 to help cover previous losses and to supplement new crop financing.

Keeping Htawaii's land in sugarcane have other attractive arguments. For ex-
ample, bagasses, a by-product of the sugarcane refining process, has become a
viable source of electrical energy. On the Island of Hawaii approximately 60 per-
cent of all electrical energy is now generated by the burning of bagasses. Similar
situations also exist on other of the Hawaiian Islands. Cane can also be used
to produce alcohol for fuel the world's energy situation makes It logical to de-
velop cane as an alternative energy source. While market and economic considera-



116

tions limit the full use of cane byproducts at the present time, it is not unfeasible
that this alternative energy source will become economically viable iII the fore-
seeable future.

liawali's sugar Industry has been increasingly hampered by a sharply rising
cost of production, much of it government induced. lawaii's sugarcane producers
have for many years been paying the highest agricultural labor rates in the
world, meeting United States and Hawaii standards for working conditions and
beneilts, complying with unitedd State's environmental requirements, and ship-
ling Incoming supplies and outgoig sugar In American tlag ships. Industry costs
are expected to increase even further in 1979 due to negotiation of a new labor
contract and to continue increases in other categories, especially in energy and
capital equipment costs. lDepreciation has been inadequate to cover equipment
replacement costs and an estimated $55 million In capital investment in the 197"-
77 period had been to satisfy Environmental Protection Agency requirements.
Thus. while encountering extremely high production costs, llawaii's sugar pro-
dueers have been aile to remain economically viable due to their efficient pro-
duction methods. The Hawaiian sugar Industry is CGnsidered one of the most

Iechnologically advanced in the world. Its economies of scales and high yields
have enabled it to maintain its competitive position despite the distance to mar-
kets and high labor, land and materials cost.

Sugarcane in Hawaii, at the time of harvest, Is on the average 24 months old.
Ahout one-half of the acreage is harvested in any one year, It, therefore, requires
long-term planning and a long-term commitni~nt on the part of the government to
provide an adequate return. It is extremely unreaistic on the part of the Ameri-
can Government to require the American sugar industry to compete on the open
market with foreign sugar producers. Sugar production and marketing Is regu-
lated by more governments and to a greater degree than any other commodity.

The governments of the four largest suppliers of U.S. sugar-Australia, Brazil,
tile Dominican Republic and the Philippines-play key roles In their sugar in-
dustries. Each of these countries control the amount of sugar grown and set the
domestic sugar wholesale and/or retail price of their sugar. Brazil and the
Philippines purchase all sugar for export from their domestic producers. Gov-
ernment corporations In the Philippines and Australia own all sugar produced In
their countries. And in the Dominican Republic the government owns the mills
producing the majority of the sugar. Consequently, the sugar industry in each
country does not operate in a competitive environment. Those who oppose a comi-
prehensive sugar bill seek to force our sugar producers to compete against sub-
sidized producers in a non-competitive system. This is completely unrealistic and
unfair.

Approximately 11 million tons of sugar are consumed in the United States each
year. however, only 55 percent of this amount is produced by our Nation's faril-
ers. If the expressed goal of the Carter Administration is to improve our de-
clining balance of trade then the domestic sugar industry should be considered
as one factor that can help to prevent our balance of trade from declining further.
a trade balance which could only worsen if the U.S. Government was to encourag,
the phase-out its domestic sugar Industry.

Whlle the President is authorized to support the price of sugar at 15 cents per
ponomil. it was not until the oarly 1mrt of February that this was actually accom-
plished. Because tile price support level of sugar has len lower than the loan
snt)port level. American suar pro,lucers have foul it more attractive to store
their sugar under the government's loan support progrant and ldefatilt on their
loans leavitir the government vith the reslmnsibility of nwrk-eting their sugar.
With thn 1978 sugar crop continuing to pour In. the Treasury's Involvement in
p'-ee support loans is now approaching half a billion dollars. in addition to tb-

2OO million of subsidy payments made by the Government. The Government still
lis $122 million worth of 1977 domestic sugar on Its hands. and it will s.loln begin
pavinz storage costs while the sugar ages and onality fades at a rate that,
experts say. no one can measure or accurately predict It is. therefor,'. des;iralde
to supprrt the prIce of sugar at a level above that of the loan support price.

In summary, while Hawaii is a small state with n small popnu'tion. it carries
a responsibility equal to that of the other state of this groat miiti,. lawaii's
taxpayers support projects such as rescuing New York City from bankruptcy. We
surT nrt the price of arictiltural products not crown In HaNwaii. The (-it.t 1en,

of iHwal believe that is oort of the resnansibility of I-etne citiveis of the 1United
Stato.v. Now the people of Ilawaii ask support for an industry that I, vital to their
livelihood-their sugar industry. I hope the Congress will respond.
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STATEMENT Of JAMES II. ELOIN, ON BEIIALF or TIlE NYSSA-NAMPA BFET
GROWE-S ASSOCIATION

Mr. Chairman and members of the Committee: I am James H. Elgin, Executive
Secretary of the Nyssa-Nampa Beet Growers Association, and this statement is
presented on the behalf of our membership of about one thousand members
who have traditionally grown almost 60,000 acres of sugarbeets each year. This
statement is also on behalf of the Workmen, families and many businesses who
have an economic stake in the well-being of a domestic sugar industry.

You must each make an Important decision regarding sugar legislation and
each of you will make that decision on what you believe to be in the best Interests
of your constituents, and also in the best interests of your States and the nation
as a whole. For those of you who have sugar interests in your States or Districts,
you have a depth of background information, and your final decision will be
easier to make than those without these local interests.

The basic decision you must each make is: do we need a domestic sugar industry
in the United States? The following information is presented so that each of
you can make your decision on facts relating to this most serious matter.

1Sugar is a unique commodity, and throughout history has had special signify.
cance and many times has played an ImJortant part in the foreign affairs anit re-
lationships of most countries; in fact decisions on "sugar" throughout the world
are more political than economic. In this country the "foreign relations" aspect
of sugar has been a determining factor in the Administration's sugar policies.
Our State Department has repeatedly placed the interests of third world and
developing countries above the interests of our domestic industry; all in the
name of International relations.

Napoleon Bonaparte founded a beet sugar industry in France to insure "sugar"
independence; and today, In the face of seemingly large world surpluses, many
i tat ions strive for sugar independence. Recently the Arab nations of North Africa
n(d the Middle East announced that they would triple their production of sugar
to 3.5 million metric tons, thus eliminating their dependence on imports.

You can see that sugar decisions are frequently political and strategic, rather
than economic. The question you must answer is: Is it in our best Interests to have
a domestic sugar industry that will supply half of our needs, and on what basis do
we make that decision. Opponents of a domestic program have stated that there
Is plenty of world sugar, and it Is selling at half the domestic price, and that any
domestic program would be a "rip-off" of the American public. These charges are
false, and should be examined in detail. First, the statement that there is plenty
of world sugar and will cont ue to be so, is based on an attitude that a person
"can have his cake and eat it too". In other words, these charges assume the con-
tinuing production of domestic sugar regardless of our policy decisions. True,
there Is a current spot surplus of world sugar, but we need to go back to 1977 to
examine the premise that there is "plenty of world sugar". At that time Congress
and the Administration acknowledged the need for a domestic sugar program, and
with the de la Garza amendment to the 1977 Far Act, attempted to "shore-up" the
domestic industry for 1977 and 1978. This measure allowed the industry to survive
on a temporary basis, but without this program; what would have been the effect
on world supplies of sugar.

Most experts (F. 0. Licht, the U.S. Foreign Ag. Service, Merrill Lynch, sugar
y Azucar and others) place the world surplus at between 14 to 17.5 million metric
tonnes. Our combined domestic production for 1977 and 1978 was 11 million metric
tonnes, and If we assume a 1979 crop of 5.5 million; then we can see that this total
of 16.5 million metric tonnes would have "wiped-out" any world surpluses, had it
not been available. On a temporary basis, we could have survived without our
domestic production, but on a permanent basis, there is not enough world capacity
or potential to make up the loss of U.S. production.

As for the current prices of sugar, U.S. vs. world; it has for over half a century
been proven, that because sugar is a controlled commodity in almost every major
nation, you cannot make a meaningful comparison to world futures or spot mar-
kets. The last report on sugar, to the President from the U.S. International Trade
Commission, Publication 881 of April 1978, page A-72; states the case very well
and says again what previous research has proven: "world markets.-the price
does not represent the price at whicn a majority of world sugar is traded, but rep-
resents only the residual market after producing countries have satisfied their
domestic needs and those of preferential markets."

The residual or "dumped sugar" has traditionally been around 15 percent of the
world crop. For the 1977-78 crop, F. 0. Licht estimates this figure to be around

44-979-79-9
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17.2 percent with almost 12 percent going for long term agreements and with over
65 percent consumed in the country of origin. We can see that residual sugar is
limited in nature and has been subject to extreme price fluctuations.

Also long term arrangements have little relationship In prices to the spot mar-
ket price. It is believed that the USSR pays Cuba In excess of 30 cents per pound,
raw basis, for the sugar bought from Cuba; and this Is but an indication of the
fact that sugar is a controlled commodity throughout the world.
, The following table, compiled by the Foreign Agricultural Service of the USDA,
showing actual retail prices in 16 selected world capitals; should be of interest.
These figures are for July, 1978, and are the last ones that were available to us.

Capital
Price per pound

Bonn ----------------------------------------------------- $0.35
Brazillia ----------------------------------------------------. 18
Brussels ----------------------------------------------------. 45
Buenos Aires ------------------------------------------------- 28
Canberra ----------------------------------------------------. 20
Copenhagen ----------------------------------------------- 68
London -----------------------------------------------------. 23
Mexico City -------------------------------------------------. 12
Ottawa -----------------------------------------------------. 19
Paris -------------------------------------------------------------- .29
Pretoria ----------------------------------------------------. 19
Rome ------------------------------------------------------. 36
Stockholm ---------------------------------------------------. 40
The Hague -------------------------------------------------. 35
Tokyo ---------------------------------------------------
Washington, D.C --------------------------------------------- .30

Average price -------------------------------------------. 32
Median price --------------------------------------------. 29

It Is interesting to note the extreme spread of prices, from 68 cents to a low of
12 cents; and both in countries with controlled sugar production and marketing.
Note also the Canadian price of 19 cents, but there the Growers are guaranteed
almost $35 per ton of sugarbeets. The free market has little to do with most sugar
prices; and to attempt to have U.S. growers compete against foreign subsidized
sugar, would be like having two sets of rules, one for us and one for them.

Perhaps another way of determining If a domestic sugar program would be in
the interests of our country. both for producers and for consumers : would be to
go back in hltory to 1930 and examine over 40 years of prices under the old "sugar
act" and the prices after the demise of the Act. Actual retail prices are given, as
well as "Real" prices based on conversions, using the Consumer price index.

Retail price Real pr;ce
(cents) (cents)

Year:
1930 -------------------------------------------------------------------- - 6.1 12.2
1931 --------------------------------------------------------------------- 5.6 12.3
1932 --------------------------------------------------------------------- 5.0 12.2
1933 -------------------------------------------------------------- ---- -- 5.3 13.7
1934 ---------------------------------------------------------------------- 5.5 13.7
1935 ---------------------------------------------------------------------- .7 13.9
196. . . . . . . . . ..----------------------------------------------------------- 5.6 13.5
1937 ---------------------------------------------------------------------- 5 .6 13.0
1938 --------------------------------------------------------------------- 5.3 12.6
1q39 ---------------------------------------------------------------------- 5.4 13.4
1940 ---------------------------------------------------------------------- 5.2 12.0
1941 ------------------.------------------------------------------------- 5.7 12.9
1942 ---------------------------------------------------------------------- 6.9 13.9
1943 ----------------------------------------------------------- 6.8 13.1
1944 ....... ...... ........ ........... "--- ---- --- --- ........................ 6.7 12.7
1945 ---------------------------------------------------------------------- 6.7 12.4
194 ------------------------------------------------------------ i. 7 13.2
1947 ----------------------------------------------------------------------- 9.7 14.5
1948 ---------------------------------------------------------------------- 9.4 13.0
1949 ................................ ...................................... 9.5 13.3
19 ----------------------------------------------------------------------- 9.7 13.5

-----------------------------------------------------------------.10.12 13.0
1952 ----------------------------------------------------------------------- 100.30 13.0
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Retail price Real price
(cents) (cents)

Year-Continued
1953 ----------------------------------------------------------------------- 10.56 13.2
1954 -------------------------------------------------------------------- 10. 51 13. 1
1965 ---------------------------------------------------------------------- 10.42 13. u
1956 ------ ---------------------------------------------------------- 10.57 13.0
1957 ------------------------------------------------------------- -------- 11.03 13.1
1958 ----------------------------------------------------------------------- 11.26 13.0
1959 ------------------------------------------------------------------------ 11.43 13. 1
1960 ----------------------------------------------------------------------- 11.63 13. 1
1961 ----------------------------------------------------------------------- 11.77 13. 1
1962 ----------------------------------------------------------------------- 11.70 12.9
1963 ----------------------------------------------------------------------- 13.58 14.8
1964 ----------------------------------------------------------------------- 12.81 13.8
1965 ----------------------------------------------------------------------- 11.80 U. 5
1966 ----------------------------------------------------------------------- 12.04 12.4
1967 ----------------------------------------------------------------------- 1 12.19 1 12.19
1968 ----------------------------------------------------------------------- 12.18 1. 7
1969 ----------------------------------------------------------------------- 12.40 11.3
1970 -----------..---------------------------------------------------------- 12.97 11. 2
1971 ----------------------------------------------------------------------- 13.61 11.2
1972 ----------------------------------------------------------------------- 13.91 11.1
1973 ----------------------------------------------------------------------- 15.10 11.3
1974 ----------------------------------------------------------------------- 3L. 34 21.9
1975 ---------- , I-_-. ..---------------------------------- 37.24 23.1
1976 ----------------------------------------------------------------------- 23.96 14.1
1977 ----------------------------------------------------------------------- 21.62 11.9
1978 ----------------------------------------------------------------------- 23.80 12.1

Conversions based on Consumer Price Index (1967 equals 100)
From the preceding table, it is evident that the "old" sugar act provided

remarkable stability of prices; with adequate supplies of sugar at reasonable
prices, and with a steady but modest return to the efficient grower. It Is interest-
Ing to note that the 40 years from 1930 to 1970 shows an average retail price (ad-
justed for inflation) of 13.010 per pound with a high of 14.8¢ and a iow of
11.3.

l'le~ise note also that increasing Inflationary pressures in the late 190's brought
the real sugar prices down Into the 11€ range, and created the "seeds" for the
destruction of the act which had provided such market stability. Growers In th!,
period and in the early 100's were in a badly deteriorating profit situation o1d
refiners and processors were in a like situation; all with insufficient returns
front sugar to provide for necessary upkeep and equipment replacements.

The "handwriting." was on the wall, and the demise of the old sugar act re-
s"ttetl in real sugar prices in excess of 20 in 1974; reaching a peak of 23.1- In
1975. We again find ourselves under ie ]a Garza at the low end of the scale, with
grower returns based on only 521/2 percent of parity. We are the point of decision.
If hLtory teaches us anything, it is that we need sugar legislation that will
provide for adequate returns for an efficient producer. The "squeeze" can only lie
applied so hard before we see the permanent destruction of our domestic sugar
ild( .t ry, and the resulting volatility of supplies and prices.

There are others in Congress who believe that we need a domestic sugar in-
dustry. They heed the examples of oil, cocoa, coffee and some essential minerals;
and believe that we should not be dependent on foreign sugar for our total re-
quireuients. They know that further reliance on foreign sugar, would add to the
deficits we now have in foreign trade. They know of the importance of the sugar
industry to the local economies and states that would be affected. However some
in ('Omigress. while believing in a domestic sugar Industry, (1o not believe in a
l'gislltive solution to our problems. They believe that we should "tough" it out,
ev.ii if it would require laying-out of production for a year or so.

In response to this position, let us admit that the growers of sugarbeets could
do so, and our experience Is that our growers are cutting back acreage or getting
out of beet production. The equipment is there on the farm, and full production
could easily be -resumed. However sugar production requires a partnership of
the growers and processors. History shows that It is most difficult to "mothball"
a beet processing plant, because of the complexity of the equipment and rapid
deterioration of unused equipment. History shows that once a plant is closed,
that it stays closed. Furthermore plants must be located close to the supply of
sugarbeets and a closure of processing facilities would end forever the production
of a crop that had been of major importance. Trans-shipments of beets and runs
of more than 75 miles make the crap economically unfeasible. The Rocky Fgrd
plant in Southern Colorado will close this year because of low prices and high
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freight rates and so Southern Colorado and Kansas have lost an important
portion of their agricultural economy.

We are also going to lose processing plants in other areas. U & I has announced
that they will no longer operate the four plants that they own. The possibility
exists that the two plants in Washington will re-open under a cooperative arrange-
ment, but the fate of the other two plants; one in Idaho and the other in Utah,
seems destined for permanent closure. How many more plants will close and how
many more areas will lose an imporant crop before a decision is reached on the
future of this industry?

We believe that there are many valid arguments for legislation that would
insure the survival of our domestic sugar industry, and we would respectfully
request that you consider some of our specific recommendations for inclusion
in any sugar act.

I. INTERNATIONAL SUGAR AGREEMENT

We believe that any legislation should provide for implementation of the
International agreement, but that any domestic legislation should be in place
before such ratification.

2. PRICE

We believe that a minimum of 170 per pound. raw basis, Is essential for the
1979 sugarbeet crop. The Church bill in the Senate would provide for this
minimum and the Ullman-Foley "International Sugar Stabilization Act of 1979",
after adjustments to reflect changes in costs of production would reach this level
for 1979.

However the Ullman-Foley measure has a provision that up to 'h In direct
payments (as does the Administration proposal). We oppose the very concept
of a direct payment, and believe that the market should pay the costs of any
program.

Also note the attached cost study (pink sheet) done by the Oregon State
University Agricultural Extension Service in cooperation with our Association.
Our growers are efficient; grow much better than average tonnage, yet with
today's costs, to recover'the full costs and returns for production, the grower
would need to get $29.69 per ton. This return would require a very minimum of
170 per pound for the 1979 sugarbeet crop.

(Please note that some believe the land charges In the cost study too high.
However to the grower who rents ground, or the younger farmer purchasing prop-
erty ; these are true costs.)

5. LABOR PROVISIONS

We have opposed labor provisions that are aimed at a specific crop. We have
traditionally paid much higher than the minimum wage, but in the interests of
all concerned we have agreed In the past to a compromise and would accept
reasonable provisions.

4. IMPLEMENTATION

We believe that any sugar act should be Implemented not only with duties
and fees, but also through the use of quotas.

5. SURVEYS AND INVESTIGATIONS

We believe the Section 409 of the old sugar act should be incorporated In any
new legislation. The purpose of this section was to "Assure the fair division of
the benefits of a sugar program." Since the position of labor is being protected, we
believe that provision should also be made to insure equitable benefits of a new
law between growers and processors. This paragraph would insure a mechanism
for insuring equitability.

Thank you for your consideration.
These data were obtained by County Agents Jim Burr and Gary Schneider and

Farm Management Specialists in cooperation with Nyssa-Nampa Beet Growers
Association. Additional information was obtained from local suppliers, machinery
dealers, lenders and others familiar with the local sugar beet situation.

This sheet has been developed to provide a guide or estimate of the cost of pro.
ducing potatoes in Treasure Valley. It is not expected that these costs will neces-
sarily reflect the average production costs because of the wide range of produc-
tion practices that are followed in the valley. Rather, this sheet reflects the
concensus among one group of commercial producers for one size and one set of
production practices for the valley. Costs and yield are greatly influenced by the
size of operation, production practices followed by the overall level of
management.
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SUGAR BEETS-TREASURE VALLEY

Inputs per we

Labor
Hours Value Machinery Other cost Total cost

Cultural operations: I
Fertilize (fall), custon I .......................................................... $55.00 $55.00
Disc ..................................... 0.2 $0.95 70 5.65
Chisel ..................................... .5 2.40 1.00 13.40
Fall plow (3-16i n) .......................... .5 2.40 11.70 ............ 14.10
Harrow (spring) ............................. .15 .70 1.60 ............ 2.30
Float (2 times) .............................. .5 2.40 10.50 ............ 12.90
Fertilize, custom ............................................................... 20.00 20.00
Field cultivate .............................. .5 2.40 11.00 ............ 13.40
Plant (4 lb No. 2 raw seed) ................... .5 2.40 17.40 18.00 37.80
Weed spray (2 times), material ............... .6 2.90 6.60 20.00 29.50
Cultivate (5 times) .......................... 2.5 12.00 24.10 ............ 36.10
Thinning, custom 3 .............................................................. 27.50 27.50
Hand hoeing (2 times) ....................... 10.0 38.00 ........................ 38.00
Irrigation, water charge 4 ..................... 6.0 22.80 4.60 13.15 40.55
Disease control (13 times), custom, sulfur ......................................... 11.25 11.25
Insect control, custom ........................................................... 30.00 30.00

Harvest operations:
Top beets .................................. .8 3.80 30.40 ............ 34.20
Harvest beets ............................... 1.0 4.80 47.00 ............ 51.80
Haul beets ................................. 3.5 13.30 39.55 ........... .. 52.85

Other charges:
Operating capital interest (11 percent) ............................................. 18.30 18.30
Land charge (rent) . ...................................................... 150. 0 150.00
Management' .................................................................. 20.70 '" 20.70
General Overhead 7.j ............................................................ 15.10 - 15.10
Cash costs ............................................. 74.10 66.05 378.30 W 518.45
Noncash costs .......................................... 37.15 154.10 20.70 211.95

Total cost per acre ' ................................... 111.25 220.15 299. 00 730.40
Cost per ton at 26 ton yield ........................................................... 28.09 28.09
Cost per ton at 24.6 ton yield ......................................................... 29.69 29.69
Cost per ton at 23 ton yield ........................................................... 31.76 31.76

I Fumigation whan necessary will cost about $100 per acre on a custom basis.
Total fertilization applications is 200 lbs N, 150 lbs P3O., and 40 lb K2O.
Cost is for hand thinning; custom rate for machine thinning Is about $25 per acre.

4 Cost for sprinkler irrljptlon are estimated to be $45-$55 per acre for labor, equipment and water,
'A typical land rental is $130 to $170 per acre.
* Estimated at 4 percent of all cash costs.Include pickup truck, accounting , fee office, shop, tools, general Insurance, and other miscellaneous items estimated"

at 3pe rcent of all cash costs excluding general overhead.
I Estimated costs for 1979 crop.
Nole: Based on: (1) 50 acres of sugar beets; (2) Normal yield of 24.6 tons per acre; (3) 70 DBHP tractor at $8.80,hr;

(4) 105 HP tractor at $16.110Jhr; (5) 1979 machinery prices; (6) 400 hr use each tractor; (7) Operator labor at $4.801,hr;;(8) Hired labor at $3.80jhr.

This sheet takes into account only the production costs and does not include any
type or returns to the grower. Also, this data was developed with the assumption
that the land is rented and not owned. Growers owning their own land should
consider an investment charge against the land to depict the opportunity foregone
of investing their capital elsewhere. Also, land appreciation should be taken into
account to more accurately depict the landowner's actual financial condition.

Machinery charges were made based on 1979 costs. These costs were averaged
over the estimated lives of the machines. Cost for each machine include deprecia-
tion, interest, insurance, housing, repairs, fuel and lubrication.

Hired labor was charged at current wage rate.s. The rate includes social secu-
rity, workmen's compensation plus other benefits. The operators labor is an
estimate of what it would cost to replace that quality of worker. A separate
charge was made for the managerial input of the operator.
March, 1979.

TESTIMONY nY W.I.F.E. Wo=asN INVOLVED izN FARM EcoNoMIcs

We belong to a national organization called W.I.F.E., Women Involved in Farm
Economics. We are extremely concerned over the future of the Sugar Beet
Industry.

In our area it is the main crop. The growing season here is very short anid we
are limited in alternate crops. The only other crops grown here are feed grains,
nmilting barley, alfalfa and dry beans, none of which are making a profit at this
thne.

Our valley is very dependent on the .Sugar Beet industry. The Lovell Factory
employs 52 year round and 300 part-time workers with a payroll of $11/ million.
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The farmer employs hundreds of migrant workers in the fleld.q. These people are
not trained to do any other work. There are day-care centers and school facilities
available with meals for their children, and access to vocational training for the
youth. To suddenly cease raising Sugar Beets would drastically affect their way
of life.

Sugar Beets require specialized equipment, the price of which has doubled the
last few years. The implement dealers have certainly had much less business in
recent years due to depressed prices. However, as there is excessive wear on Sugar
harvesting equipment, it does have to be replaced. We should have at least 170
per pound for our Sugar.

Below are some of our increased expenditures.
1. Fertilizer has increased 19 percent since last fall.

Interest oil agriculture loans has gone up 1 percent raising it to 101 percent.
3. Labor costs have and will continue to rise each year.
4. Land taxes in our area are rising front 200 percent to 300 percent over the

next four years.
5. Fuel is rising astronomically.
We strongly feel that land costs must be considered when figuring the cost of

production. Whether the farmer buys or leases land it can only be paid for by
earnings from the land.

We are now surviving only by borrowing against the equity of our land. This
does not make a healthy economy for us or our country. We hope that legislation
will be enacted that will be beneficial to the consumer, the producer and the
processor, a price which will bring stability to the market. It is vital that our
country protect itself as well as the grower from becoming further dependent
tn foreign nations and build strength from within.

TESTIMONY OF CARL L. KiNo
Mr. Chairman and members of this committee: I am Ctiel King from Dim-

mitt, Texas. president of Texas Corn Growers Association, and a member of
the Board of National Corn Growers Assoclatlon. I am a farmer.

In May, 1978, I testified before the Senate Subcommittee on Tourism and
Sugar In regard to SB 2990, and before the House Agriculture Committee, on
behalf of National Corn Growers Assoelation: and today I appreciate the
opportunity to present this testimony oi behalf of Texas Corn Growers
Association.

The corn sweetener industry In this country offers the American consumer
a high degree of efficiency and economy in their sweetener supply, and I believe
this is one of the long term goals of the sweetener act. 'he sugar industry
has suffered serious injury since the old sugar act expired In 1974. In one rash
notion, forty years of price stability were thrown out it favor of a 'boom or
bust' approach. Farmers and consumers both would be better off with a program
that provides stability of supplies and prices.

Too long the American farmer has been forced to subsidize low corn and
sugar prices to the American people and the world, dipping into his equity
because he has farmed at a loss, especially in 1976, 1977 and 1978; and in that
connection he has been In direct competition with heavily subsidized sugar
dumped in the U.S. market, resulting in low sweetener prices. It Is Inconceiv-
able to me that the cheap foreign subsidized sugar is imported into this coun-
try-between 40 percent and 50 percent of what this country actually con-
sumies-and yet we hear that these foreign crops are sprayed with DDT and
2-4-I) and other chemicals; and environmentalists in this country would not
tolerate domestic producers using certain chemicals, yet we are hamstrung by
loss, by prohibiting the use of certain types of inqecticides by the U.. producer
of corn. sugar beets, and cane. Certainly we do not want to use anything that
would be hazardous for human consumption. but we feel that this Is another
example of unfair competition in relation to imported foreign sugar.

Some members of the Corn Refiners Association have closed their doors
permanently during the last two years due to low sweetener prices, and others
were unable to open newly constructed plants. Many have had to reduce their
production levels, resulting In the loss of Jobs and decrease of dollar turn-over,
not only in the local economy where corn sweeteners are refined, but in the
entire economy of the U.S.

We certainly need to protect the American grower, because it appears that
the Administration seems to leave the grower last in many segments of agricnl-
ture. We do believe that the ISA can bring a more realistic stability to the
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world sugar market. We share the view that a domestic program is necessary
to assure the objectives of the ISA. I think I speak for the majority of the
American farmers, especially the corn farmer, when I state that we are not for
direct federal subsidies, but we do believe we need a guaranteed floor price
for domestic sugar producers to insure receiving our cost of production plus a
reasonable profit. This is no more than the advocation of the President when
he was running for office. Today's cost ,f production of one acre of corn on
the High Plains of West Texas is $491.80. (See attached exhibit.)

We certainly hope that corn growers haven't got to the point they are in
competition with cane and sugarbeet growers. The American producer feels
like he is in competition with foreign imports rather than the other segments
of the domestic industry. We are concerned with the idea that a fixed level of
these foreign imports must be protected, and that the domestic sweetener indus-
try be limited to dividing up the growth in demand instead of displacing foreign
imports. If the growth would occur in the corn sector of tihe sweetener industry,
It could lessen our country's dependence upon costly imports.

If a bigger percentage of our sugar sweetener industry in the US could rely
on domestic producers for most of the sugar consumed in this country, then
perhal)s we could live with approximately 160 sugar, provided we had an
escalator clause for cost of production attached to this legislation. Administra-
tion spokesmen have said they will accept a measure that authorizes payments
of up to 1/1¢ per pound, but it has passed the buck to Congress once again to
make these decisions. Although the chances of getting a sweetener act passed
through the Congress if payments to producers and processors are eliminated
entirely, we do not think the President will sign into law this legislation.

We don't believe the President will veto a price of 16.80, which includes one-
haltf cent (.5) which he wants to be a loan, instead of obtaining the price
objective by limiting the imports.

It would seem prudent to provide much of our domestic requirements with
domestic production and lessen our dependence on foreign imports. causing a
(rain on our foreign exchange and weakening our balance of trade. I say again
that Texas Corn Growers favors the tariff approach; however, beet and cane
farmers are also at a disadvantage because they have been producing for the
last three years in most areas below the cost of production. If we have to accept
a token of relief to at least break even until we have a change of administration
policy, then we may have to accept this as a last resort.

By having a Sugar Stabilization Act, it would help In many ways. Unemploy-
ment compensation for US wori-ers in the corn refining business certainly would
not be as great, because we feel like more and more people will lose their jobs
to foreign competitors if this legislation isn't enacted.

You can recall that sugar prices jumped considerably during 1974 and 1975,
and consumers were forced to pay exhorbitant prices at the grocery store for
sugar. Now, since sugar has dropped to 7 and 8 cents, the producers of beets,
cane, and corn are in dire financial straits, and the consumer certainly is not
protected from this wild gyration of high prices at one time, and we realize that
the consumer still has to pay more for is sugar in comparison to what the
producer and refiner is being paid. because the consumer is usually the last to
realize any decrease. Every sugar producer in the US would be completely bank-
rupt if sugar hung at 8 to 10 cents level. We feel like foreign governments, in
order to move this commodity, have created an artificial market, unrelated to
world production costs.

The corn industry absorbed some 10 percent of corn output which has become
significant in reducing our surplus of corn. but we see this trend declining, since
sweetner prices have also declined. and this is another reason that corn growers
are vitally interested in this stabilization act to protect them, as well as the beet
and cane producers of this nation.

I am a sugar beet producer and a corn producer, and I am attaching our last
cost of l)roduction figure. As you can readily see, the corn price today is far
below the cost of production.

The International Trade Commision, as you know, has recommended to the
administration that quotas be placed on importation of sugar in this country.
The administration and Department of Agriculture have not, in the past, fol-
lowed these recommendations, and we feel like this is a serious mistake.

If the administration really wants to help the consumer as well as the pro-
ducer and the domestic sugar industry as a whole, it will pass legislation that
will keep the industry alive. It has ben dying since 1975 because the producers
of corn. cane. and sugar beets, and the processors, have not received their cost
of growing and processing.
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Mr. Chairman, I respectfully request that this testimony be made a part of
the records.

Thank you very much.
TEXAS CORN GROWERS ASSOCIATION,

Dimmit, Tex., January 1979.
Cost of production

Per acre of corn on the High Plains of Texas:
Ground preparation -------------------------------------- $62.50
Fertilizer ---------------------------------------------
Seed --------------------------------------------------- 18.00
Herbicide ----------------------------------------------- 22.00
Insecticide and application --------------------------------- 23. 25
Irrigation ---------------------------------------------- 143.78
Harvesting ---------------------------------------------- 31.36
Drying ------------------------------------------------- 18.66
Management ----------------------------- 30.00
Interest ------------------------------------------------ 19. 00
Land cost-rent ------------------------------------------ 84.00

Total ------------------------------------------------ 491.80

Ground Preparation:
Shred stalks -------------------------------------- 2.50
Disc --------------------------------------------- 3.00
Disc --------------------------------------------- 3.00
Molboard ----------------------------------------- 6.00
Disc --------------------------------------------- 4.00
Apply dry fertilizer --------------------------------- 1.00
Chisel-ammonia ------------------------------------ 3.00
Incorp herbicide ----------------------------------------- 3.50
Disc for incorp ------------------------------------ 3.00
Float -------------------------------------------- 3.00
List --------------------------------------------- 3.50
Shape beds --------------------------------------- 2. 50
Rolling cultivator ---------------------------------- 3.00
Rod-weed ----------------------------------------- 3.50
Plant -------------------------------------------- 4.00
Rotary hoe --------------------------------------------- 2.50
Cultivate ----------------------------------------- 3.00
Sidedress ----------------------------------------- 3.00
Water furrow -------------------------------------- 3. 00
Lay by spray -------------------------------------- 2.50

Total ------------------------------------------ 62.50

Fertilizer:
300 lbs NH. @ $145/ton ----------------------------- 21.75
175 lbs 18-46-0 @ $200/ton ------------------------------ 17. 50

Total ------------------------------------------ 39.25
Seed:

80,000 klq @ 30,000/ae/48.00/saek --------------------- 18.00
Irrigation (Based on 269 gals/lb of corn, 600 gal/min irrigation

well, $1.75 mef irrigation fuel, 140 bu corn/ac)
Includes:

Fuel ---------------------------------------- 102.70
Oil ------------------------------------------- 6.00
Equipment ------------------------------------ 10.52
Labor and pickup ------------------------------ 24.56

Total -------------------------------------- 143.78
GLENN" Onom, Chairman,
FLOYD LIGHT
DANNY BRUTON
BARRY LOVE
TED ROBB
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STATEMENT OF THE TEXAS-NEW MEXICO SUGAR BEEr GROWERS ASSOCIATION, INC.,
PRESENTED AND FILED BY BILL J. CLEAVINGER, PRESIDENT, AND JAMES W.
WITHERSPOON, EXECUTIVE SECRETARY, OF THE TEXAS-NEW MEXICO SUGAR
BEET GROWERS ASSOCIATION. INC., FOR AND ON BEHALF OF THE SUGAR BEET
GROWERS AND PRODUCERS WHO ARE MEMBERS OF THE ASSOCIATION, AND THEY
I'RESENT THEMsELvEs FOR ORAL STATEMENTS BEFORE THIS HONORABLE
COM MITT"EE

Mr. Chairman and Members of the Committee:
Without unduly encumbering the record, we propose to point out the most

salient facts pertaining to the sugar legislation now pending before this Congress.
In order to save the domestic sugar industry, immediate legislation is imperative.

The sugar beet factories and the cane refineries, cannot exist without sugar
beet and sugar cane growers. The two together produce the domestic sugar pro.
duced in this country. Neither can the growers produce either beet or cane for
sugar processing and refining without the factories and refiners. If one is put
out of business due to economic stresses which they cannot withstand, the other
is automatically out of business.

TIlE EFFECT OF LOW PRICE OF SUGAR SINCE 1975

We have seen the sugar beet acreage dwindle since 1975, and growers forced out
of business. We have seen 16 factories and refineries close their doors recently. In
1978, we had 6 sugar processing plants closed which will not open in 1979. The
growers in the areas of these plants are out of business, as well as the factories.
We have never heard of a factory closing in the past and again being able to
reopen.

TIlE EFFECT ON THE REMAINING GROWERS AND FACTORY AND REFINERY OWNERS

Each and every grower who has lost money since 1975, and every processing
company and refining company which has cdn~tantly lost money since such date,
amounting to millions of dollars, according to their financial statements and
reports to the Security and Exchange Commission, would make every grower
and every plant operator question the wisdom of continuing such operation when
losing money. This can only continue so long, and the time seems to be about up
before the domestic sugar industry becomes a thing of the past. No one can ques-
tion the judgment of Utah-Idaho Sugar Company going out of business under
these circumstances, and the same reasoning of its Board of Directors is hound
to be under consideration by the Board of Directors of all other companies, as
well as the growers of all other areas.

TIE RESULTS IN TTIE SUGAR INDUSTRY ARE PARALLELING WIHAT ITAS TAKEN PLACE
IN THE MEAT AND BEEF INDUSTRY

The policy of the Agricultural Department of the Administration, in maintain-
ing what it refers to as a low price to the consumer for meat and beef by permit-
ting high imports from Australia and South America, kept the price to the con-
sumer, cow-calf operator, so low that it was not profitable to raise cattle or grow
meat, and the mother cows throughout the country were slaughtered and were not
replaced and the herds dwindled to the point now that the numbers are so low that
there Is no way to sapply the consumer demand for meat. This results in the high
price the consumer now pays for beef at the retail level. If the beef producer and
the cow-calf operator could have been kept alive by a reasonable profit, there
would not be this shortage, and the consumer would not be paying the high prices
he is paying today. The consumer is the one who is always hurt when you disrupt
an industry by destroying the source. The government policy of open and high
imports of beef into this country is the direct and proximate result of the present
high prices. Looking back, who would dare say now that this policy was correct?
If an honest answer is to be given to the consumer, a great mistake was made.

Paralleling this policy is the present policy of the government to permit high
imports of cheap sugar into this country, which is in a similar way destroying the
producer of sugar and the factories and refineries which process it into the con.
sumer product. When this destruction of the industry has been accomplished,
there is no way to regulate or control the high prices which will be demanded by
international tradrs. whether from Russia, South America or any other sugar
exporting country and no way to keep them from controlling world surplus and
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demanding extremely high prices for the sugar which the consumer will continue
to demand as a necessity of life.

THE IN-BETWEEN HANDLERS, INCLUDING BOTTLERS OF SOFT DRINKS, MANUFACTURERS
OF CANDY, ETC. WILL NOT BE AFFECTED

The end user is the consumer. All inflationary expenses and all expenses,
whether inflationary or not, will be passed on to the consumer, including the
high prices paid to foreign importers, when the foreign importer is the only
supply.

TIlE POLICY OF AFFORDING CIIEAP PRICES FOR FOOD TO THE CONSUMER DOES NOT WORK
WERE THE PRODUCER IS DESTROYED IN TIlE EFFORT

When sugar rose to an all time high, Immediately following the termination
of the forty-year Sugar Act of this country, in 1975, the end products which
used sugar were increased and the consumer paid the price. Has Coca-Cola or a
bar of candy or any other en:d product, which the consumer buys, been reduced
In price to the consumer since 1975? The obvious answer is no. Tile bar of
candy is smaller in size and the price Is higher. The (lay of a 50 or even a 10
Coke or Dr. Pepper has gone forever. At the same time, sugar has dropped
from a high of 750 In 1975 to 160, but the soft drinks andi tile candy prices have
not dropped. If the domestic sugar Industry is destroyed and International
traders, from whatever citizenship they may be, again raise the price of sugar,
andi the prices to the consumer are again raised, the consuIner will again be
stuck with an unreasonable cost.

ERRATIC AND UNREASONABLY IGH10 AND .OW PRICES CANNOT BE CONSIDERED
BENEFICIAL AND CAN ONLY BE AVOIDED BY LEGISLATION

I)ebates In the United States Congress, following the experiencing of unrea-
sonaljly high sugar prices and scarcity of sugar at times, which brought about
and resulted in the .ones-Costigan Sugar Act, which worked well for forty
years and resulted in only a fair return to the producer, the factories and
refineries; a stable and sure supply of sugar; and, a reasonable cost to the
consumer. When the Sugar Act ended December 31, 1974. we agahi experi-
enced the extremes that existed before the Sugar Act. That is, in 1975, extreme
high prices and thereafter, until this date, extreme low prices of sugar at the
funnel end or at the processed or manufactured end, but insofar as the con-
snmer is concerned, his price has remained constantly high. This parallels the
price of beef to the consumer, when the packers paid 60 a pound for fat cattle
in 1973, but 30 following' the price fix on September 12, 1973. However, the
consumer continued to pay the same price, regardless of the cost of the
raw product.

There have been in the past and will be now and in the future, world traders
who can and will control the small amount of world sugar that may be from
time to time available.

We have had in the past and will have In the future a short supply of sugar,
as well as controlled marketings of sugar by world traders.

World catastrophes have happened and will happen in the future, which will
wipe out large areas of both sugar cane and sugar beet production around the
world. Droughts and storms have happened and will continue to happen. Sugar
cane production may be more susceptible than sugar beet production, due to
the fact that it is grown chiefly in tropical areas where hurricanes and typhoons
have and can wipe out whole areas. Some sections, as in Louisiana. Florida.
Europe and Russia, can suffer damages over large areas from cold weather
and freezes. These catastrophes cannot be predicted. The world supply is thus
affected.

WASTE AND EFFECT OF CLOSING FACTORIES

The huge Investments In processing factories and In refineries and in the
machinery of -the growers will necessarily have to be discarded. This will result
in great losses financially to a great many people. Such properties will have
to go off the tax rolls, be sold for Junk, resulting in the whole community, state
and nation suffering.

The economy of the various areas in the various states would likewlse be
very materially affected. Large numbers of workers will be without jobs. They
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will have to relocate. Their houses will be for sale and families will be uprooted
and will be forced to find other employment.

Manufacturers of parts, machinery and equipment will suffer, and their em-
ployees will be without work. The transportation industry ivill lose business.
The manufacturers of herbicides, insecticides, fertilizers and chemicals will
likewise be affected. When the domestic sugar industry is forced to do the same
thing that Utah-Idaho Sugar Company and the growers in Moses Lake and
the areas in the Northwest have been forced to do, this disastrous condition
will Ibe felt throughout the country.

THIS IS NOT A TEMPORARY MATTER

Holly Plant at Hereford, Texas, was completed in 1964, at an approximate
cost of 24 million dollars. It has been well maintained and is among the newer
plants in the sugar beet industry. The newest plant, we are informed, costs
ai)roximately 90 million dollars, and figures given us today indicate that to
replace the plant, it would cost in excess of 100 million dollars. It would lie
e('1o0olitCally un11sounud to make an investment of this nature at this time. If a
lilant Is closed, history has proved that it will never reopen. It deteriorates fast.
It could not be used for other purlpsts.

This same thing Is true with reference to most of tile special sugar beet
equipment used by growers.

LAWS AND REGULATIONS RESULT IN H1IGH1 COST OF PRODUCTION

A large number of approved pesticides are available in foreign countries,
including Mexico, the common market area, and world sugar beet areas. These
countries have used azodriln, toxaphine. endrin and D.D.T. for years. These
chemicals are not permitted or allowed by our Federal Drug Administration.
Our Goverinment has barred these and many chemicals as being environmentally
iuisafe and dangerous to human health, while the same are used throughout
the worll, and at the same time, sugar from these countries where such chemicals
are used, is perlitted to enter our country, without investigation and without
determination how the foreign countries run their business in this respect.

We have had severe infestation of the beet army worm in this area. The
only approved pesticide available was lanate at a cost of $10.80 per application
per acre, for a total of $54.00 per acre, since up to five applications per acre
were required to control the problem. Foreign growers in foreign countries can
control the beet army worm, with one application of those chemicals which are
not approved by our Government.- Our Government does not recognize this extra
cost, in some instances, of ten times as much as growers have in foreign countries.

The consumer of sugar grown In the United States either has not been made
aware of or does not appreciate the difference i the cost of growing In foreign
countries and in our own country.

Although D.D.T. was used as in insecticide In the 40's. It has since then been
banned im the United States as a hazard, but it Is still used throughout the world.
Vegetables from Mexico have been tested and traces of D.D.T. verified. The list
(of glaring Inconsistencies in our laws and regulations in which we have to abide,
and in which foreign growers do not have to abide is very long. The E.P.A. and
O.S.I.A. regulations have added to the cost of production. It Is estimated that
five million dollars was required by these bureaus to be spent on our own single
plant here ill Hereford, Texas.

Wage requirements, both in the processing plants and for field work must be
met. This Is not true In many foreign countries.

It has cost the chemical companies approximately 14 to 15 million dollars. as
well as years of time, to satisfy time Federal bureaus before a new chemical
could lie labeled, although it is in use and has been for many years in foreign
countries.

At the same time, our Government does not require foreign sugar to lie labeled,
"This product Is grown and processed without regard to sanitation, human
rights, or health of the consumer".

We have never seen a soft drink bottle labeled, "Ingredients grown with
exploited labor and under conditions hazardous to human health".

We do not object to the protection afforded our citizens, even though It has
not been established that the use of chemicals In foreign countries has caused
suffering in human lives, and even though the proof seems so speculative and so
infinitesimal that we can hardly believe the danger exists, nevertheless, we do
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urge that legislation should take into consideration and recognize the value of our
farmers and sugar beet and sugar cane growers to the consumer, with respect
to this food.

IMPORTANCE OF THE DOMESTIC SUGAR INDUSTRY

Tue growing of sugar beets in our area has become a way of life for our
people, in the rotation of crops and in the overall farming procedures which
have been developed over a long period of time.

We know this same thing is true throughout the West and the South and
the niany States which produce sugar beets and sugarcane.

Our Federal and State experimental stations have established that the growing
of sugar beets is one of the best suited crops to the growing areas of New Mexico
and Texas. It is one which labor depends upon. It is one which the machinery
industry, the trucking and transportation industries depend upon. The schools,
the county and city governments depend upon the industry, together with those
people in the allied associated industry with it.

likee corn and grain crops, the growing of sugar beets is more flexible in-
sofar as rainfall and irrigation water are concerned. It is comparable to the dry
land crop of cotton. If energy costs should be such that the grain crops could not
ihe irrigated, then sugar beets can still be profitable, with very little irrigation.
'his crop is now one of the essential and most desired crops in the area. How-
ever. the price the farmer gets for his tons of beets, Just like the cane grower
for his cane, must be such that his costs are covered and he can make a profit
to educate his children and maintain a decent living.

INFLATION
The farmer does not believe that lie has brought about inflation which plagues

this nation. The farmer and sugar producer feels that politics, wars, give-a-way
programs to foreign countries, and ?,reign investments in foreign countries, and
government spending for governmcun programs in connection with the welfare
of minorities and different groups have all resulted in inflation. The farmer/
grower has suffered the bad results.

While the farmer generally is receiving for most products what he would have
received in 1948, he is, at the same time, paying several times this amount for
what lie has to use to produce his crops. The present price under the present law
for -iugar does not bring the producer a sufficient amount to pay his cost of pro.
ductlon.

WE SHOULD NOT DEPEND UPON FOREIGN COUNTRIES FOR OUR SUPPLY

We believe that we have found that when we are required to depend upon
foreign countries for oil and for coffee and other articles which we do not pro-
duce in this country, the price can be dictated to us. Even the scarcity cannot be
minide up or substitutes provided.

CONSUMERS
We believe the consumers, those who are in fact true consumers, including

labor throughout this great nation, honestly and seriously desire that this Con-
gress preserve this industry as a proper congressional act in protecting the
consumers of this country, and in so doing, are making America great, as con-
trasted to making America weak.

TIMING

The present objective of the de la Garza Act has never yet been met, insofar
as the price objective is concerned for sugar. The Administration was given and
has had the power to restrict imports sufficiently to raise the price to protect
the sugar industry. It has not done so. Such extreme and large amounts of sugar
have entered into the country that it makes it impossible for the price objective,
as intended by Congress, to be met. A new Sugar Act passed by this Congress
should take effect immediately, and not at some future date. There is already an
excess of foreign sugar stored tip, that it would take 6 months or a year for such
nn Act to become effective in the market place. If the Act did not take effect at
once, but at some future date, then foreign sugar will continue to enter this
country until its effective date, and there will still be a large supply of foreign
sugar on hand and, thus, the price objective cannot and will not be met until all
of the excess sugar which has been dumped Into this country can be disposed of.

We urge that the law take effect at once.
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We also urge that the law be written so as to require the Administration in
the United States Department of Agriculture to carry out the intent of the law
and the intent of Congress which enacts the law. To permit otherwise would be
to continue the catastrophes which now exist. The producers and the factories
and the refineries cannot withstand this deplorable situation much longer. They
have been living in hopes that this Congress will do something for too long a
tine already. Continuing losses are piling up day by day on the growers, the
processors and the refiners.

If there be a small amount of Increase to the consumer by this legislation, it
nevertheless, in the long run, will be to the consumers and users advantage.

We feel that those who handle the sugar, from the time it is manufactured to
the time it reaches the consumer, can absorb this small increase.

INTERNATIONAL TRADE COMMISSION

Every report which the International Trade Commission has made to the
Administration, has recommended that the domestic sugar industry is being
harmed by the dumping of foreign sugar in this country, and that it should be
remedied. These recommendations have followed long and tedious hearings. The
individuals holding the hearings and making the reports are those in whom the
Administration has placed confidence. These reports and these findings have been
ignored. The producers of sugar and the factories and refineries, which are going
broke day by day, have been ignored. Their pleas have gone unanswered. It seems
that the results of these studies should not be ignored. If they are to be so com-
pletely ignored, why should the taxpayers pay the large amount expended in
this procedure.

Statisticians and experts in the bureaus who are not engaged in the business
of operating a farm, nor in the business of processing or refining sugar beets or
sugar cane, do not know the costs that those who write the checks to pay the
expenses know. They ignore the financial losses as reported by the companies on
their financial statements to the Security and Exchange Commission, and as re-
latd to them by the growers. It has been stated that the farm income is a certain
percentage better in 1978 than in 1977, but this can only take into consideration
a few producers who may be in the cattle business, and not applied to those who
are solely producers of grain and sugar. This is wrongfully applying the figures.
It is misleading and false. It is politics, and bad politics, when the farmer is
used as a whipping post. The consumer himself does not appreciate mistreatment
of the underdog.

SUMMARY STATEMENT OF DoN SCHIITCIIE, ASSISTANT EXECUTIVE VICE PRESIDENT,
THE NATIONAL CORN GROWERs ASSOCIATION, BEFORE SUBCOMMITTEE ON SUGAR
AND TOURISM, SENATE FINANCE COMMITTEE

Mr. Chairman, I am Donald Schlitche, assistant executive Vice President uf
the Nalional Corn Growers Association. We are an organization of farmers
producing corn, with members In 47 states. We have sixteen affiliated state
associations of corn growers, and are organizing in more states. Our national
headquarters is in Des Molnes, Iowa.

We appreciate this opportunity to express our viewpoint, as any sugar legis-
lation enacted by the Congress should take into account the implications for
SI00,000 corn growers in the United States in view of the growing role of corn-
based sweeteners.

The market for corn sweeteners-which is an Important market for us-fs
directly related to prices of domestic or imported sugar.

Mr. (hairman, I would like to ask that the corn growers statement be placed
in the hearing record in its entirety, so I can Just summarize it very briefly.

The NCGA position is simple, and quite clear: the corn growers support efforts
of beet and cane growers to obtain fair prices based on production costs-
but only if they are obtained in the market place.

To do otherwise. In our opinion, would be just unnecessary discrimination.
As a result corn growers are opposed to direct payments to some segments of

tie sweetener producers, but discriminating against corn.
We symplthize with our fellow farmers producing sugar beets and sugar

cane. We have consistently supported past legislative efforts to hell) them obtain
fair prices reflecting at least the cost of production. and hopefully an opportunity
of making some return on their investment and labor. We still do, if it is done
in the right way, without discrimination against corn.
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Corn growers do not feel they are in competition with cane and beet growers.
They feel they are In competition with foreign imports, and that any growth in
the corn sector of the sweetener industry could lessen our country's costly de-
pendence upon heavy sugar imports--not penalze other domestic producers of
beets or cane.

We are bothered by the concept that somehow a fixed level of these foreign
imports must be protected at all costs, and that the domestic sweetener industry
be limited to dividing up the growth in demand, but not allowed to displace
more foreign imports.

At a time when our balance of trade deficit is contributing to weakening
of the dollar, it would seem only prudent to provide as much of our domestic
requirements by domestic production as we can, and lessen our dependence on
foreign imports causing a drain on our foreign exchange.

Rather than authorizing payments distorting the normal economic relation-
ship between different segments of the domestic sweetener industry, corn
growers believe an import management program designed to reach fair and
reasonable prices in the market place could protect and benefit equally all
segments of agriculture producing for the sweetener market--cane growers,
beet growers, and corn growers.

We see no justification for authorizing the government to send several
hundred million dollars to sugar processors on the condition that they provide
sugar to big industrial users at far below the cost of production.

We see nothing inconsistent In our opposition to discriminatory sugar pay-
mnents in the fact that there are other payment programs In agriculture. Most
other payment programs are geared to participation in production management
programs aimed at bringing supply into better relationship with demand, so we
can achieve fair prices in the market place, and eliminated deficiency payments.
Besides, corn and wheat are export crops where our selling prices are dominated
by the world market, regardless of our rising production costs, and our coun-
try needs the export sales to help our worsening balance of trade.

Sugar payments are entirely different; they are intended to hold down
market prices and permanently perpetuate themselves. They are not a subsidy
to agriculture; they are a subsidy to big industrial users to assure them of
supplies below cost of production. We don't think that makes economic sense.

Corn growers are taxpayers too. They are not selfish; they want fair prices
for their fellow farmers, but see no reason to pay Increased taxes just to dis-
criminate against themselves, when the same objectives could be achieved at
savings to the Government Instead of unjustified increased costs requiring
additional Government borrowing.

Thank you, Mr. Chairman. Again, I ask that the remainder of my statement
be placed in your hearing record.

STATEMENT ON BEHALF OF TIE NATIONAL CORN GRowERs ASSOCIATION, BEFORE
SUBCOMMITTEE ON SUGAR AND TouRisM, SENATE COMMITTEE; ON FINANCE

Any- sugar legislation enacted by the Congress must take into account the
implications for 800,000 corn growers in the United States, in view of the growing
role of corn-based sweeteners, for which the market is directly related to prices of
doniestic or Imported sugar.

In the past year approximately 10 percent of the cash corn sales by corn
growers were to corn refiners for processing Into such corn-based sweeteners.
While this percentage may appear small, the quantity is significant enough to
have a decided Impact on tlie prices of all corn sold.

Our economists estimate that the level of disappearance of corn Into the
refinery market has a price impact of at least 25 cents per bushel, meaning an
increase of between $1.6 billion and $2 billion per year for total corn sales above
what would be the case if growers didn't have the refinery market as an added
outlet to the normal feed use of corn.

Cori growers ask the Congress to recognize this important pocketbook stake
they have in any government policies or programs on sweeteners. Regretably
it has been more or less Ignored both by USDA and the press; they like to talk
about corn refiners, but neglect to even consider the economic Implications for
hundreds of thousands of corn growers In virtually every state in the union.

Any increase in corn demand by refiners contributes to stabilizing corn prices
at higher levels. Any curtailment of corn used by refiners has Just the opposite
effect, a downward pressure on corn prices.
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Whether or not that needed corn market can expand or retract will probably
hinge upon decisions of Congress on sweetener policy, particularly in regard
to curbing foreign sugar imports.

The National Corn Growers Association, with members in 47 states, and its
affiliated state corn growers associations, have consistently supported efforts of
their fellow farmers producing sugar cane or sugar beets to obtain fair prices
reflecting at least the cost of production, and hopefully an opportunity of making
some return on their investment and labor. Our c6rn growers still support such
efforts once more in this Congress--but insist that fair prices be achieved in the
market place, not by direct payments to some segments of the sweetener pro-
ducers but discriminating against corn.

Corn growers do not feel they are in competition with cane and beet growers.
They feel they are in competition with foreign imports, and that any growth in
the corn sector of the sweetener industry could lessen our country's costly
dependence upon heavy sugar imports, not penalize other domestic producers of
beets or cane.

Rather than authorizing payments distorting the normal economic relationship
between different segments of the domestic sweetener industry, corn growers
believe an import management program designed to reach fair and reasonable
prices in the market place could protect and benefit equally all segments of
agriculture producing for the sweetener market-cane growers, beet growers and
corn growers.

We see no justification for authorizing the government to send several hun-
dred million dollars to sugar processors on the condition that they provide sugar
to big industrial users at far below the cost of production.

At a time when we are supposedly trying to curtail the federal budget, we can't
see any sense In authorizing the federal government to borrow more money,
paying approximately 10 percent on that debt. perhaps forever, so that our chil-
(Iron and grandchildren would be forever burdened with paying part of the cost
of the sugar which is consumed every day by such industrial users. In our
opinion such unnecessary abuse of the treasury is a prime example of an out-
rageously inflationary scheme, diminishing the value of the dollar by increasing
the national debt.

Corn growers are not alone in opposing such treasury payments requiring more
borrowed money. The sugar committee of the American Farm Bureau Federation
has taken the same position, insisting on fair prices in the market place instead
of payments to processors.

As we understand the Administration's latest postition, it is not advocating or
recommending payments. Its spokesman says the Administration will accept a
measure that authorizes payments of up to one-half cent a pound, but it has
passed the buck to congress s to make any such decision.

We can understand the desire of an Administration that talks about a tight
budget to pass that buck to you, when it has made no provision in its budget for
such payments. We seriously doubt it will be very popular with the Congress to
call for increasing the national debt by sugar payments, at a time when you may
have to face cuts in social security benefits and drastic cuts in other programs.
We don't think it is necessary, and we think there is a better chance of getting
improved sweetener legislation through the Congress if payments are eliminated
entirely.

We share the concern of beet and cane growers over the limits the Adminis-
tration says it will accept on prices in the market place, but also seriously
question how the Administration could arrive at its magic figure of 15.8 cents
a pound when its chief spokesman testified before this committee the USDA
doesn't really know the cost of producing sugar.

The Administration has accepted the market price objective of 150 for the
1978 crop. Raising the market place price to 16 cents for 1979 crops would still
be within its own anti-inflation guidelines, if it is going to treat agriculture
equitably with industry and labor.

We welcome the Administration's apparent change of attitudes about the
critical plight of the domestic sweetener industry, but cannot help observe it
comes as a rather late conversion to what producers and the Congress have
been trying to tell them for two years. We agree with Mr. HJort that the sugar
situation Is now a neus, but most also point out that It is primarily a mess of
the Administration's own creation-of its own reluctance to do what Congress
has asked it to do repeatedly: invoke an import management program that
would eliminate any necessity for the government to take over stocks of domestic
sugar while foreign imports produced by cheap substandard labor are dumped
in our markets.
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We are bothered by the concept that somehow a fixed level of these foreign
Imports must be protected at all costs, and that the domestic sweetener Industry
be limited to dividing up the growth in demand, but not allowed to displace
more foreign Imports.

At a time when our balance of trade deficit is contributing to weakening
of th6 dollar, it would seem only prudent to provide as much of our domestic
requirements by domestic production as we can, and lessen our dependence on
foreign imports causing a drain on our foreign exchange.

We are against using borrowed treasury money for payments to assure below-
cost-of-production sugar supplies to industrial users because It doesn't make
economic sense. We are also against such payments on general principles as a
dangerous precedent in food and agricultural policy. What will be the eventual
c,"st if this Idea of raiding the treasury to keep prices artificially low is applied
to the rest of our food products?

Sugar is a commodity for which we rely on Imports to the extent of about
45 percent of our requirements. Therefore it should not be difficult to support
a reasonable level of domestic prices through duties and import fees, or If neces-
sary some other forms of import management.

A half-cent per pound Increase in import fees would reduce the budget deficit
by $50 million; a half-cent per pound payment would Increase the budget deficit
by $50 million. Thus, the difference in the two approaches is about $100 million
in the net immediate effect on the budget deficit. Moreover, with current interest
rates, the cost to the Treasury will double in 7 years. It Just makes economic and
fiscal sense for farmers to get their returns In the market-place.

To do otherwise would be turning our backs on our market economy, and taking
n page out of food policies of the Peoples Republic of China. The New York Times
recently quoted a food communique issued by the Central Committee of the
Chinese Communist Party, which said, in part:

"After the purchase price of farm produce is raised, the urban workers must
be guaranteed against a fall in their living standards. The tnarket place of nil
food grain wvill remain unchanged, and the selling price of all other farm
products meneded for dally life must also be kept suitable, if some prices have to
be raised. appropriate subsidies will be given to the consumer".

Mr. Chairman, when this same Issue was before the House of Representatives
bIst fall. ('ongressman l"ithian of this Committee placed in the Congressional
Record (Sept. 20. 1978. page E 5147) an exchange of correspondence with Busi-
ness Economist Elliot Janewny which still seems pertinent.

Economist Janeway made these points:
1. "The Administration's policy of direct payments to processors would admit-

tedly be financed by more government borrowing; and would, therefore, fuel
Inflation. Q.E.D. . ..

2. "The IHouse (Agricultural Committee's) measure for which you voted
would finance the relief the domestic sugar industry admittedly needs by means
of tariff; that is, it would tax foreign producers and thus relieve the treasury
(if the need to borrow the money. ...

3. "Therefore, as an alternative to more government borrowing, a new tariff
is not only not inflationary: It Is positively anti-Inflationary. The tariff approach
viuiraTtees that the unitedd States will begin to get back the advantages we
have given to our foreign competitors.

31r. Chairman. the corn growers came to the same conclusions, and suggest
Committee members review Mr. Janeway's thoughtful analysis. Mr. Janeway
also recognized the vital stake of corn growers in sugar legislation, and em-
phasized the Treasury's stake in prosperity of the corn industry.

It has always bothered us that USDA has shown such little interest In the
stake of corn growers in corn sweeteners.

Mr. Chairman. in view of this Committee's heavy fiscal responsibilities the corn
,growers feel you should know that encouragement of corn sweeteners--rather
than (discriminating against themp-can help save the government money it would
otherwise cost under the price support program.

The fact that there Is a 400-million bushel demand from the corn refining
industry will reduce the government's outlays for target price payments on corn
ly at least $150 million.

The five-month average price upon which the target price is based has Just
been announced by USDA at $2.06 a bushel. Without the refining disappearance
the price would have averaged less than $2. But taking just the six cents as a con-
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servative figure, times the 2.5 billion bushels on participating farms qualifying
under the price support program, gives us the $150 million saving.

If another million tons of corn sweetener had been produced domestically, it
would have eliminated the need for any target price payments. The five-month
average price would have been at least $2.10 per bushel-the target price. This
would have saved the government an additional $100 million.

In addition, there would have been a savings of $160 million in the balance of
payments deficit as a result of reducing imports by that amount.

Corn growers cannot help wondering why the USDA has never told either the
Agriculture Committee nor your Committee about any of these price Implications
for corn, and potential savings to the Government.

Corn growers are taxpayers, too. They are not selfish; they want fair prices for
their fellow farmers, but see no reason to pay increased taxes just to discriminate
against themselves when the same objectives could be achieved at savings to the
Government instead of unjustified increased costs requiring additional Govern-
ment borrowing.

The National Corn Growers Association will support legislation aimed at im-
proving prices for cane and beet growers, but only if it is achieved in the market
place. If authority for payments is proposed on legislation coming to the Senate
floor, corn growers will oppose any such payments as discriminating against
them-and as not making economic sense. They would welcome support from
fiscally responsible members of this Committee.

STATEMENT BY DAVID J. STEINBERG, PRESIDENT, U.S. COUNCIL FOR
AN OPEN WORLD ECONOMY

Once again an American industry seeks import-control protection against legiti-
mate foreign competition without a coherent strategy to adapt that Industry to the
realities of a rapid changing world economy and the imperatives of the total
national interest. Once again it is the sugar cane and sugar beet industry, this
time aided by a major domestic competitor, the corn sweetener industry.

I do not dispute the need for some form of government assistance to the dommes-
tic sugar-growing industry to help it cope with new market realities. But the
framework for such assistance should be a coherent adjustment strategy that is
the subject of a public commitment and involves the reassessment and updating
(of all policies materially affecting the industry's capacity for % ability (including
correction of any inexcusable inequities found to exist). Whatever import controls
are necessary should be limited to protecting tihe U.S. Treasury against the un-
reasonable escalation of outlays designed to support sugar-industry incomes at
levels that are equitably responsive to producer needs in the context of a coherent,
adjustment strategy. A sugar policy limited to price supports, and to import
controls aimed at supporting these prices, is properly identifiable as "protection-
Ism" for both raw-sugar and corn sweetener producers.

The sugar-growing industry's current efforts to get government to establish a
17-cents-a-pound floor for raw-sugar prices fit this description. As do bills to set
the floor price at about 16 cents for this year's crop. As does the Administration's
proposal to boost the market price to 15.8 cents a pound (excluding a possible
half-cent a pound to be paid to growers as a direct subsidy).

Aside from their inflationary and trade-restricting implications, what is
basically objectionable about such proposals (the higher the support price, the
more objectionable the proposal) is that once again, as during the 40 years of
discredited sugar protectionism that ended in 1974 (but was later revived on an
interim basis), there would be no sugar adjustment strategy addressing the real
problems anl needs of the domestic sugar-growing industry, developing the most
efficient sugar industry that is economically feasible, and seeking alternative
employment (more lucrative employment) for those individuals who are no
longer viable In sugar production. To the extent it is needed, government assist-
anco should be for the purpose of buying adjustment time for the orderly re-
structuring of this Industry and for the equitable adjustment of the affected
workers, investors and communities to this contingency. At long last. we need
a coherent, constructive sugar policy that serves the total national interest
(including the need for freer world trade and the most efficient ue of our
resources), not a policy that perfects government controls aimed at sustaining
the sugar industry as we now know it.

44-97979-10
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U.S. sugar policy should not provide a hothouse for virtually every American
who wants to keel) producing sugar cane or sugar beets. Nor should it be con-
ceived even in part as a prop for the corn sweetener industry, whose high
fructose eorn syrup (a sugar substitute) would benefit substantially from high
sugar prices. Nor should it be a vehicle for special import restrictions on sugar-
containing end products such as candy.

I support U.S. participation in the sugar stabilization agreement. But a sugar
adjustment strategy along the lines recommended above should be the frame-
work for such participation.

Whatever program is adopted in this policy area, the government should tell
the American people every year (the legislation should so require) what its
sugar program costs the consumer and the nation and how it serves the public
interest. The American people have a right to know for what public purpose the
direct and indirect subsidies provided the sugar-growing industry at public
expense are being used.

('i'he U.S. Council for an Open World Economy is a private, nonprofit orga-
nization engaged in research and public education on the merits and problems
of achieving an open international economic system in the overall public interest.
Its only standard and commitment is the total national interest.)

TF'PsIMONY OF SCOTT C. WHITNEY CONCERNING S. 463 ON BEHALF OF THE
GOVERNMENT OF THAILAND

Mr. Chairman, Members of the Senate Finance Committee:
My name Is Scott C. Whitney. I am Professor of Law at the College of William

am Mary and also act as counsel to the Washington law firm of Bechhoefor,
Sharlitt and Lyman, whose offices are located at 1747 Pennsylvania Avenue,
N.W. I am counsel for the Royal Thai Government and accordingly, I am regis-
tered with the Department of Justice in accordance with the Foreign Agents
Registration Act of 1938, as amended. I want to take this opportunity to express
my appreciation and that of the Government of Thailand for this opportunity
to present these views on an issue that is vitally important to the welfare of
the country of Thailand.

I recognize that the primary purpose of the proposed Sugar Stabilization Act
of 1979. apart from the ratification of the International Sugar Agreemert, is to
fashion a backup program to protect domestic United States sugar producers and
refiners in the event that the International Sugar Agreement for any reason
fails to achieve its purposes. Mr. Chairman. I emphasize that the Government of
Th.9iland is fully in accord with these objectives. We believe that these objectives
are In no way inconsistent with the proposed amendment that we are respectfully
recommending to this Committee and the Congress.

W e fully appreciate the importance of protecting the domestic sugar pro-
dimeing industry in the United States from the unstable economic conditions that
have prevailed since 1974 when Congress voted not to continue the quota system
that had prevailed for some forty years. during which period sugar prices and
the sugar market were remarkably stable. Since 1974 there has developed a
powerful protectionist movement in this country which is by no means confined
to sugar. Three years ago a prominent organization representing extensive
domestic farming interests petitioned the Office of the Special Representative for
Trade Negotiations to recommend to the President that he discontinue as to
anrivultural products the Generalized System of Preferences (GSP) that was
estalils-hed by Title V of the Trade Act of 1974. Although this petition was not
granted. formal and informal efforts continue to try to disestablish or reduce
the scope of the GSP program. While we understand the strong economic and
social motivations for protecting American agricultural producers, we earnestly
urge this committee and the Congress that it can achieve this purpose without
inflicting economic harm on staunch friends such as Thailand.

I ant sure this committee is well aware that one of the stated purposes of the
Trade Act of 1974 was "to authorize the President to extend preferential tariff
treatment to the exports of less-developed countries to encourage economic
diversification and export development within the developing world."

This is not only sound economic policy but it is sound foreign policy. President
Carter clearly supports this Congressional policy. In his address before the
Permanent Council of the Organization of American States on April 14, 1977, the-
President stated, "We are committed to minimize trade restrictions, and to take
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into account the specific trade problems of developing countries and to provide
special and wore favorable treatment where feasible and appropriate." (Presi-
dential Documents, Vol. 13-No. 16, p. 525). He went on to note that, "One of
the most significant political trends of our time is the relationship between the
developing nations of the world and the Industrialized countries," and that one
of the three basic elements of this country's policy Is ". . our desire to press
forward on the great issues which affect the relations between the developed and
the developing nations." (Idein)

Quite apart from the humanitarian aspects of this policy, there is an over-
riding element of enlightened self interest on the part of the United States that
Is involved. This country has a powerful vested interest in the economic and the
political stability of developing countries. There is today an alarming trend-
the Communist takeover of one after another of the developing countries. Recent
developmentss in Southeast Asia dramatize the importance of maintaining the
stability and independence of Thailand. )eveloping countries can resist the en-
croachument of Communist takeover only if they possess economic and political
stability. As the President stated to Congress last year, "The future of the
Uilted States will be affected by the ability of developing nations to overcome
pverty. achieve healthy growth, and provide more secure lives for their people.

We wish to Join with other nations In combining our efforts, knowledge, and
resources to help poorer countries overcome the problems of hunger, disease, and
illltera.y." (Presidential )ocuments, Vol. 13-No. 12, p. 405.)

This is precisely what the Congress intended to accomplish with Title V of
the Trade Act of 1974, the GSI' program. Today industrialized nations such as
Jalpan, the nine Common Market member countries, Canada, the United States
anmid others provide preferential tariff treatment to goods from an agreed-upon
list (if developing countries of which Thailand is one.

ltrIetly. Mr. Chairman, the case of Thailand is, I believe illustrative of the
great importance of the GSP program for agricultural commodities such as
suvar.

Income from sugar is of vital significance to Thailand. More than one out of
vvery ten Thai citizens depend for their livelihood on the production of sugar.
'I'lm iland's sugar revenue is very important to the continued economic and social
progress of the people of Thailand. OSP should be viewed as a kind of substitute
for assistance by time '.S. Government to the attainment of these economic and
social goals for time people of Thailand. It has been established on a number of
occa.-ions in testimony before the house Agriculture Committee that Thai sugar
is produced and sold by independent farmers and their cooperatives as distin-
guished from the large foreign-owned cartels that operate in some countries.
Thus the economic benefits that flow from GSP eligibility flow to the people of
Thalmid who grow, produce and ship the product.

Thailand is not a developed country. It depends on the United States and
other developed countries for Its technical, mechanical, and industrial equip-
ment and relies primarily on its agricultural income as a means of paying for the
m-'anufactured artictes it buys from the United States and other developed coun-
tries. In 1077 Thailand had an adverse balance of trade of $1,148,900,000, of
which over $230 million arose from the unfavorable balance with the United
States.

Significantly the Government of Thailand does not receive any substantial
volume of aid from the U.S. Foreign Assistance Program other than modest
amounts related to suppression of opium. Thailand seeks to achieve its goals by
trade, not aid.

GSP is particularly important to Thailand because of the great distance Its
sugar Imports must be shipped-far greater than most other foreign sugar im-
porters. GSP contributes significantly to offsetting the additional incremental
transport cost that handicaps Thai sugar imports to the United States. This
factor is especially critical at this time in view of the level of world sugar prices,
and the increased level of the U.S. tariffs on sugar and the level of import fees.

Mr. Chairman, I respectfully submit that Congress need not, and Congress
should not impair GS1' in order to protect the domestic United States sugar
industry. Protection of the domestic sugar industry is not iincompatible or incon-
sistent with continuing GSP.

Historically, since at least the early 1930s, the United States production of
sugar has not kept pace with United States demand. I am unaware of any credible
forecast that this situation will change. The United States will continue to import

uibsiantlal amounts of sugar for the foreseeable future. S 463 will establish a
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means, pursuant to Section 202, by which price objectives and payments to
achieve assured return will be achieved despite these substantial imports. More-
over, Section 205 provides a special regulatory method of imposing further quan-
titative restrictions on imported sugar by the Secretary of Agriculture in the
event that at any time during any sugar supply year, the Secretary determines
that the price objective for that year may not otherwise be achieved.

Therefore, if, as the distinguished sponsors of this legislation believe, this act
in fact will achieve sugar stabilization and succeeds in protecting our domestic
sugar industry, there is absolutely no reason to abridge or delete GSP treatment
for sugar.

Accordingly, Mr. Chairman and Members of this Committee, I respectfully
urge that you adopt the following policy as a part of 8 403.

It is the policy of the United States to assure that Generalized System of Pref-
erences treatment as to sugar shall be accorded all nations that are presently in
compliance with Title V of the Trade Act of 1974.

I defer to the expertise of your legislative draftsmen as to the section of the
act in which this provision would be most appropriate.

Once again I want to express my appreciation and that of the Government of
Thailand for this opportunity to be heard.

DEPARTMENT OF AGRICULTURE,
OFFICE OF TIE SECRETARY,

II'ashington, D.C., March 21, 1979.
Ron. RUSSELL LNG,
Chairman, oninttcec on Finance, United States Senate, Washington, D.C. 20510

DEAR MR. CIA,RNMAN: This is in response to your request of March 5 for our
comments and recommendation on S. 463, the proposed "International Sugar
Stabilization Act of 1979."

The Departnent of Agriculture supports the general purposes of this bill, how-
ever, we recommend amendments ,,t number of sections.

S. 463 would authorize U.S. participation i the International Sugar Agree-
ment (ISA), once the ISA is fully ratified. We fully support that objective. How-
ever, we suggest that the Specific requirement for an annual report be deleted.

The bill would authorize a price support program beginning with the 1978 crop,
for domestic producers and processors of sugarcane and sugar beets. For the 1978
sugar supply year (the curent crop), a price objective of 17 cents per pound
would be provided. For the 1979 and subsequent sugar supply years, the price
objective would be increased by an index based on two moving averages of cost
of production. The price objective would be achieved by a price support loan
program with loan levels between 52.5 and 65 percent of parity and by special
import duties and by quantitative restrictions if necessary.

The provisions regarding 1978 pose a particular problem. The Administration
believes sugar legislation should become effective for the 1979 crop, not for the
1978 crop as this bill proposes. When proposed sugar legislation failed to xvin
final approval in the last Congress, the Administration, in consultation with
leaders in Congress, established a market price objective of 15 cents per ponld
for the 1978 crop in order to protect the price support loan program. Subse-
quently, the President proclaimed a system of import fees-to be adjusted quar-
terly, and within quarters, as necesstary-to realize this objective.

Because the legislation would be effective 30 days after passage, and because
it would require special duties that would lead to a 17 cent average price for the
1978 sugar supply year, a price as high as 23 cents would be required for the last
quarter in order to average 17 cents for the year. That assumes that the legisla-
tion passed by June 1 and went into effect July 1 for the 1978 crop. In addition,
the anticipation of an increase of that dimension would be a major market dis-
ruption. The Administration will not -,pport an additional increase In the market
price objective for 1978 above the current 15 cent level.

For the 1979 sugar supply year, we propose a market price objective of 15.8
cents per pound, raw value. In addition, the Administration will accept a provi-
sion authorizing a small direct payment of up to one-half cent per pound if the
Congre-ss authorizes such support.



137

Based on current estimates, the provisions of S. 403 would lead to a 1970 mar-
ket price objective of 18.3 cents and price objectives in 1980 and 1981 of 19.8
cents and 21.4 cents. The Administration will not support a market price objec-
tive for 1979 above 15.8 cents per pound.

The Administration will not support provisions that determine prices for 1980
and 1981 by formula based on changes in costs including land costs but without
any flexibility for the Secretary to adjust total support levels in the event sugar
policy objectives are not being met.

There are four main reasons for this position. We do not have adequate infor-
mation now on cost of production, and the Secretary must have flexibility to
adjust prices in later years If the 1979 estimates turn out to be too high or too
low. Second, both the very high level of the prices in S. 463 and the inclusion of
land costs in the basis for later price adjustments make S. 463 an inflationary
bill. Third, it would lead to domestic sugar prices that are, on the national aver-
age, well above the national average cost of producing sugar. And, fourth, the
domestic sugar prices in S. 463 would lead to rapid Increases in the production
of both domestic sugar and high fructose corn sirup (HFCS) and would lead
to at least commensurate increases in laud prices and prices of other production
inputs. Rapidly declining imports and instability in U.S. sugar markets would
result, affecting the world sugar market.

With respect to the formula for determining increases in the market price
objective for 1980 and 1981, we believe that the approach in S. 463 does not allow
sufficient flexibility to permit the Secretary to deal with future circumstances
that cannot be foreseen now. We recommend that the bill be amended to include
a directive to the Secretary to, first, assure the economic viability of the domestic
sugar industry, and second, stabilize sugar imports at recent historic levels.

The Secretary would achieve these objectives by determining a total level of
support which would be based on cost of production, and on other factors as
well, such as:

)omestic sugar and HFCS production.
The relationship between sweetener supply and demands.
The importance of sweeteners to agriculture and the national economy.
ll s determination of total support would be required to be between tile

weighted national average cost of producing sugar and the weighted national
average cost of producing sugar and IIFCS.

Consistent with the level of total support, the Secretary would determine a
market price objective. lie would also determine a payment level which would
not exceed one-half cent in any year it such a payment were authorized by the
Congress.

S. 463 would have a major inflationary impact. Compared to the Administra-
tion proposal, It would cost consumers $570 mili!Dn more for sweeteners in the
1978 sugar supply year if S. 463 were in effect half of the year. In 1979, 1980 and
181, it would cost consumers, on the average an additional $860 million above
the Administration proposal. These estimates consider only direct costs of sweet-
eners. The total inflationary Impact would be much greater by the time all ap-
propriate price impacts were accounted for.

The Administration proposal would link total supports to the national average
cost of production for sugar. S. 463, on the other hand, would lead to sugar prices
weU above the national average cost of production, and would result in returns to
.ugar producers in oxcess of costs of around $311 million per year, on the average
for the years 1979 through 1981. M1tuch of the Increase in consumer expense for
sweeteners would not go to sugar producers. About a fifth would go to the gov-
ernment in the form of increases in special duties on imported sugars. A substan-
tial part would go to the producers of other sweeteners--HFCS and other caloric
sweeteners. And. as a result, these sweeteners would have a strong incentive to
cut even deeper into the sugar market.

The very high domestic sugar prices would result in not only sharp increases
In domestic sugar production and domestic production of other caloric sweeten-
ers, lut also in curtailment of sugar imports which would be expected to de-
cline from their historic levels of 4.8 to 5.2 million short tons annually, (ex-
clusive of imports from Puerto Rico which are covered by the domestic sugar
program) to around 3.5 million tons by 1981.

The international implication of developments would be difficult to appraise.
Under S. 463, by 1981 domestic price levels would be expected to exceed 21 cents
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and trigger the release of ISA stocks-almost certainly leading to the imposi-
tion of U.S. quotas to protect our international price. Moveover, tile drastic reduc-
tion in U.S. sugar imports from historic levels implied by the high domestic
supports would seriously Jeopardize the ISA in any event. Our sugar trading
partners vouild certainly regard such a curtailment of in)ports as a serious uat-
fer. and would be expected to pursue appropriate remedies under the ISA. If
no relief were expected the future of the ISA would be expected to be in seriims
qIUestion.

We aigree generally with the mechanisin that is provided to determine adjust-
ments in special duties. The Secretary would recommend duties on sugar i1s
ne(.essary to achieve the market price objective on a sugar year basis. And. lie
would review the weighted average daily market prices quarterly and within
quarters and adjust the special duties on the basis of differences between aver-
age daily prices for far sugar imports and the market price objective.

This system of adjustments, together with the relatively narrow one-cent range
ustd to trigger within quarter adjustments should effectively maintain the
domestic market price at the objective level.

Moreover. we believe the President should have tile authority to auction the
right to import sugar under any quantitative restriction that may be established
lnlrsulant to the bill.

Sugar legislation has historically contained farm labor provisions. and we
recommend that it Ire amended to include such provision. The Adhninistration ie-
lieves that the rights and earnings of sugar industry workers should lie protected.
and we propose a base rate for workers in sugar supply year 1979 of $3.20 If total
support is increased.

We recommend that the wage provisions be the responsibility of the Secretary
of Labor. Ile now has administrative apparatus and expertise to supervice such
a program consistent with national labor policy. It would lie wasteful duplica-
tion for this Department to administer this provision.

5. 4G3 would mandate a sugar price support loan program for tie years 1979.
19.90, and 1981 at between 52.5 and 6-5 percent of parity. Tire Administration will
support a provision that directs the Secreary to operate a loan program to assist
in achieving the total levels of support for sugar, provided that the loan
level is not above 89 percent of the market price objective. The Administration
will not support a mandatory loan program with loan levels between 52.5 and 05
percent of parity.

We recommend that sugar legislation expire at the end of the 1981 sugar supply
year. coincidental with the termination of the Food and Agriculture Act of 1977.

The Office of Management and Budget advises that there is no objection to the
submission of this report and that enactment of S. 463. if amended as recoin-
mended by this Department, would be in accordance with the program of the
President.

Sincerely, BOB BERGLAND. Secretary.

TFSTIMON.Y OF ROBERT C. LIEBENOW, PRESIDENT, CORN REFINERS ASSOCIATION. INC.

Mr. Chairman and distinguished members of the committee. We are pleased
to appear before you on behalf of the Corn Refiners Association. Inc.. and ta
express our views on the issue of sugar legislation.

On December 14. 1978. the Board of Directors of our Association reiterted its
stand on the matter of sugar policy. There are four significant points to this
position which we believe are pertinent to this hearing today.

First. the Association supports the efforts of the domestic sugar producers in
obtaining legislative relief from the injurious impact of heavily subsidized in)-
ported sugar.

Second. we support the principles and objectives of the International Sugar
Agreement (ISA).

Third, we take no stance on the level of price support to be contained in any
sugar legislation.

Fourth. the Association opposes any plan of subsidy payments to sugar
processors.

With your permission, Mr. Chairman, we will elaborate briefly on each of these
points.
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Regarding the first point: For many years, our industry has been associated
vth the sugar Industry as a supplier, customer and competitor. We sympathize
with their plight. We, too, have suffered during the past few years because of
depressed sweetener prices. During that time, one einlber of our industry was
forced to close its doors permanently. Others were unable to ofpen newlvy-built
plaints, anid many of us have had to reduce our production levels-at a co.t of
iny hinmdreds of Amnerilcan jobs.

Point two: We believe an effective ISA can bring stability to tile world sugar
market, benfthling both tile consumer and producers. We contiIC to hohl the
v~iw, however, that a domestic sugar support prograin Is necessary to assure
that Ihe ISA goals are met.

l'oint three: The price support level to be Included in sugar legislation is not
an alpropriate area of comment for us, but should be left to those expert on the
subject of domestic sugar production costs.

We wouh take this occasion, however, to remind the committee that the so-
called "free market" price for world sugar is a misnomer. The world price Is
manipulated by foreign governments in order to move burdensome sui)plies. It
has little, If any, relation to world sugar production costs. Most exporting comum-
tries today sell their sugar at less than production cost and aid their producers
through massive government subsidies. For example, the EEC alone has budgeted
more than $1 billion In sugar export subsidies for 1978/79.

Point four: The Corn Refiners Association opposes any program that relies
Upon such payments.

There is a fundamental princil)le of equity which cannot be met by such a con-
cept. The net effect Is the removal of a substantial degree of competition between
domestic sweetener producers, while sugar Imports continue to flood this nation.

In addition, a rald on the U.S. Treasury for such subsidy payments is clearly
beyond the public's dsIlre to reduce governllent expenditures and burdensome
taxes. It makes no .sense to pay out millions of dollars il direct payments tf i
few corporate conglomerates at a time whem budget cuts are under serious con-
sideration In a range of social and agricultural programs.

Mr. Chairman, our Industry's concern has always been that once tile dfoor Is
0jimJ to payilents, they will quickly escalate to such a level that our industry
will he irreparably harmed.

At the end of last year's arduous efforts to obtain sugar legislation, tIle Corn
Retiners--In a spirit of compromise-did not oppose the Inclusion of a /-cent
1513lyly ct.

Within a matter of hours, the 1/-cent payment was increased to %-of-a-cent.
Our fears concerning payments became a reality.

Fortunately, tile House recognized tile inherent unfairness of last yelr's
conference committee bill and rejected direct payments which would have
created anticompetitive conditions among domestic sweetener proslucers.

Mr. Chairman, tile Corn Iefiners Association stands firm against ally payntlelt
program that penalizes our Industry Instead of addressing tile cause of tile
sugar industry's difficulties.

We are not alone in opposition to processor payments. They have been d,-
nounceci by corn farmers and sugar growers alike, resented by taxpayers, and
rejected by Congress. The Administration, last year's leading advocate of pay-
ments, has presemnted a plan to you which does not rely on pr(essor subsidles,
but would icIclde them only If voted by time Congress. We believe this to be an
unlikely outcome.

Many of tile objectives of tile Corn Refiners Association are met In tile major
proposal facing your committee-8. 463.

This bill relies upon a substantial degree of border protection to assure that
foreign governments do not take advantage of U.S. sweetener producers. It
rec-ogilazs that changes in production costs for U.S. sugar growers should lie
accounted for in the marketplace. And, S. 463 does not rely on any progrni,
of discriminatory payments to sugar processors.

lit c~oncluslon, the Corn Refiners Association pledges its continued cooperation
on, and support of, any sugar program that is workable and equitable.

Ill your committee's deliberations, we urge you to keep two objectives In mind:
one, protection of all segments of the domestic sweetener idustry from tile
Inroads of heavily-subsidized foreign sugar; and two, the opportunity for aill
U.S. sweetener producers to compete equally in our own marketplace.
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INTERNATIONAL PUBLIC AFFAIRS. LIMITED.
Waahington, D.C., March 16, 1979.

SUGAR LEGISLATION FACT SIEET

MAJOR PROVISIONS OF PROPOSED SUGAR STABII.IZATION LEGISLATION SUPPORTED
BY DOMESTIC SUGAR INDUSTRY

1. Would authorize U.S. participation in the International Sugar Agreement.
2. Would support the domestic price of raw sugar near the cost-of-production

level for crop-years 1978-82.
3. The price would be supported primarily through the use of import fees.

with back-up import quotas. A inaximui 1/ cent per pound direct payment would
lie made to producers to assure a return tied to cost-of-production increases.

4. Field workers would be guaranteed wages set at levels above Fair Labor
Standards Act minimum.

, Why the legislation is nzeedcd

Why are sugar growers asking Congress to help them?
Critics, of course, would argue that it's greed-that the sugar growers are

simply asking for "protectionism" for their Inefficient and outdated industry,
and that we'd all be better off, as a New York Times editorial writer suggested
in that paper, if we Just stop producing sugar domestically. After all, the Times
writer suggested, we don't grow bananas or cocoa, why sugar?

Yet, a New York Times feature writer, in a three-part series analyzing the
sugar legislation controversy, reports quite clearly that all parties--friend and
foe (if the legislation-agree that it's in our interest to maintain a domestic sugar
Industry and that the industry, today, is in very serious trouble.

In all fairness, we should add that domestic sugar growers are not Inefficient.
Their Inability to produce sugar as cheaply as their foreign competitors stems
largely from (1) the low wages paid foreign workers; (2) the high cost of
meeting environmental and other U.S. reguldons; (3) the skyrocketing cost
of agrichemicals and farm machinery in the U.S.; and (4) the fact that some
foreign nations encourage the dumping of their sugar on U.S. markets, allowing
their growers to ship at government-subsidized rates, and actually promote the
sale of cheap sugar in various two-way trade agreements.

P.J. De Gravelles, President of the American Sugar Cane League, puts It like
this: "nregulated competition from foreign sugar producers is unfair to U.S.
producers, because foreigners don't play by the same rules as we do. We pay
wages ten times as high as those paid by many foreign sugar producers. We
have to spend much more money meeting the strict water and air pollution cri.
teria of federal and state agencies, and to comply with the Occupational Safety
and Health Act. Regardless of any benefit to society, these expenditures produce
no monetary return to our industry. Also. many foreign governments subsidize
and determine the size of their sugar Industries without regard to usual economic
factors. U.S. taxpayers even provide aid to our competitors through low-cost
loans from the Export-Import Bank of the United States and the World Bank."

Jobs, and More, at Stake

The basic question, then, is whether or not the U.S. sugar Industry is worth
keeping afloat.

Here are a number of very sound reasons for saying, "yes."
The domestic sugar industry presently supplies 50-55 percent of the sugar

consumed in the U.S. This helps assure U.S. consumers a dependable Supply at a
fair and stable price. Creating a new international sugar "cartel" would leave
U.S. consumers at the mercy of others--who could exercise their new monopoly
lowerr with restraint, or eventually demand exorbitant prices, and so forth.
Even with no sugar cartel in operation, imports from major U.S. suppliers, in re-
cent years, have been erratic because of unforeseen weather, as well as political
and social conditions within the producing countries. The most obvious example
is that of Cuba. Before 1960, Cuba supplied one-third of all sugar consumed in
the U.S., but with the break in diplomatic relations after 1960, we were forced
to suddenly replace these sizeable Cuban Imports with sugar from other pro-
ducing countries. ". - . We do not think it is wise to be completely dependent
upon an imported commodity which can be produced economically in the United
States and which provides jobs, pays taxes and helps lower our trade deficit,"
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argues Horace D. Godfrey, Vice President of the Florida Sugar Cane League. If
the U.S. purchases all of its sugar from the world market our trade deficit will
increase $1 billion. Furthermore, if low prices force U.S. sugar producers to stop
producing, world supplies will not fill the void and sugar prices will increase
as they did in 1974 and as is currently the case for oil due to the shortfall
caused by the cutoff of Iranian oil.

Sugar, whether all of us like it or not, is very basic to the food chain. It is
used in baking, processing, canning, in most everything we buy at the grocery
store, to one degree or another. "The . . . sugar industry provides a basic
commodity vital to the entire American food chain," notes David C. Carter,
President of the U.S. Beet Sugar Association. "To allow it to be destroyed or
significantly reduced in its capacity through failure to enact needed legislation
could subject American consumers to foreign sugar cartels and/or widely fluctu.
ating world prices and supplies.

Destruction of the domestic sugar industry would result in widespread unem-
ployment among the approximately 100,000 workers employed in the industry in
the sugar states. According to Kish Otsuka, President of the American Sugarbeet
Growers Assiciation, "Since hearings.., last year, five sugarbeet factories have
either been closed or have been placed up for sale. There as at least one more
factory that is in serious jeopardy." No part of the country would be more seri-
ously affected, adds Robert H. Hughes, representing the Hawaiian Sugar Plant-
ers' Association, than the State of Hawaii. "Sugarcane is grown on about 220,000
acres on four islands, comprising about 75 percent of the crop acreage. Despite
years of effort and millions of dollars in research . . . no reasonable alternative
use for this land has been found." Quoting a recent study, Hughes said collapse
of the sugar industry in Hawaii would result in doubling of the unemployment
rate to 15 percent. "Some islands would be harder hit... on Kauai... the unem-
ployment rate would be 56 percent; on Hawaii, 35 percent; on Maul, 36 percent."

Replacing domestic sugar with larger imports would increase our balance of
payments deficit up to $1 billion and further weaken the dollar.

As energy becomes more scarce and more expensive, the sugar industry could
become an important energy source through the production of alcohol for fuel. A
good example of what could happen is the current situation in Brazil involving
molasses. This country, formerly a large exporter of molasses, is now using it to
make alcohol. As a result, the price of the molasses used in livestock feed has
increased dramatically.

-Sugar is an Important strategic material. It was the first thing rationed during
World NAar II and the last removed from rationing following the war. If the
U.S. did not have a domestic sugar industry, as a protection to consumers, we
would have to stockpile sugar imported from foreign countries, as we are now
beginning to do with oil.

Import fees provided by H.R. 2172 would result in a substantial bonanza for
the U.S. Treasury.

Cost to Consumera

Economists estimate that implementation of the proposed legislation would
add about $1.00 per year to the average American's food bill. But, industry spokes-
men stress, it will stabilize prices and prevent the U.S. from becoming dependent
on foreign producers who might force prices sky-high, as the oil producing nations
have done.

It is also important to understand too that the price objective (15.80 in the
Foley-Ullman Bill, IHR. 2172) is not inflationary. In calendar year 1972, the
average duty paid price for raw sugar landed in New York was 10.290 per pound.
The Consumer Price Index for food that year was 141.4. Adjusting that 1973
price by the change in the CPI as of December, 1978 results in a New York raw
price of 15.96. And, of course, the price being discussed is for the year starting
October 1, 1979--not last December.

STATEMENT OF TIE NATIONAL AsSOCIATION OF FARMWORKER8 ORGANIZATIONS

Mr. Chairman and Members of the Committee: The National Association of
Farmworker Organizations is a national coalition of farmworker-governed, com-
munity-based organizations. We wish to thank this Committee for the oppor-
unity to submit written testimony on behalf of the critical needs of our Nation's
sugarbeet and sugarcane workers. It is our position that any legislation pro-
posing to provide billions of federal dollars to protect the income of the sugar
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Industry must also contain significant labor protections for the field workers who
continue to be exploited by that same industry.

Domestic sugarcane and sugarbeet workers are among the neediest of our
eomitry's working poor. In many instances sugar workers are employed and
living on plantations, not unlike the plantation "employment system" of 100
years ago. Many work under the control of a farm labor contractor or crew
leader. And, many workers live in dilapidated housing on the plantation, also
being "captive consumers" to a company store or labor contractor who overcharge
for food, clothing, and other necessities. In fact, often at the end of a work
•eason-after deductions are made for food. clothing, housing, and transporta-
tion-the workers discover that they owe money to the grower or contractor!

Because of the agricultural exemptions in most labor protective laws, sugar
workers are not entitled to unemployment insurance, workers' compensation, or
minimum wage coverage. Migrant workers often travel hundreds of miles to find
work, only to discover that promised wages and housing are unavailable or thatbad weather has delayed the season and that they will be without means ofsupport for weeks. During this time the migrant family is most often deniedMedicaid and other public assistance benefits because of residency and other state
elivhiility requirements.

Under the Sugar Act of 1948 and subsequent sugar support legislation, sugarworkers were provided with certain minimum protections as part of the federalcommitment to the sugar industry. In fact, the intent of the Sugar Act was tospe that profits made to the sugar industry as the result of federal aid and pro-tection were shared with the fleldworkers. However, this has not always beenthe case. The wages presently under effect, set by the Food and Agriculture Actof 1977, do not accurately reflect profit increases. And, these minimum wages onlyapplied to producers who received price support loans. Information has not beenavailable showing which growers received loans, so even those who were requiredto pay the 1977 minimum wage were rarely subject to enforcement.Congress is now contemplating making an additional $1 billion in aid to thesugar producers. It is our position that any increased aid to the growers mustinclude reasonable improvements in the wages and working conditions of sugarfleidworkers. Specifically, these improvements must include:WageRs-An equitable and reasonable wage rate which reflects a trite increasein wages and which is not dependent upon grower/employer participation In theprice support loan system. We believe an equitable minimum wage rate base to be$4/hour-the current proportionate rate to the FLSA minimum wage rate as wasthe sugar wage rate in 1974 to the FLSA minimum wage. Skilled workers operat-ing machinery should receive a higher wage base; and, the determined minimumwace should act as the wage floor for sugarbeet workers who generally are paid
on a piece rate basis.

Wage Dispute Mechanlsm.-DIsputes between workers and growers regardingwages and other labor conditions must be resolved by the federal government.If there is no method of resolving disputes, workers will be unable to take ad-vnin T . of the labor Protections provided. At the request of the worker. infor-mation concerning such disputes should he forwarded to the nearest farmworkeror legal services organization in order to provide assistance to the worker and
improve monitoring of local conditions.

Protection Against Retaliation.-Employers must be prohibited from firingor in other ways retaliating against employees who file complaints.
Protection Against Unreasonable PriceR.-Employers must be prohibited fromchnrging more than the reasonable cost of goods and services provided to workerEtoforrement and Remiedie.-Labor provisions must include adequate enforce-mont procedures, including monitoring and Investigation. They must provide forcOmeisntion to aggrieved workers as well as sanctions against employers foundto Ibe I?] violation of the Act. As does the Administration, we believe the monitor.fli ld enforcement responsibilities should be transferred from USDA to the

Denartment of Labor.
The Administration recently released a Sugar Bill of 1979 which containslabor provisions similar to those Introduced by Rep. Nolan of Minnesota in the9.5th Congress. These labor provisions should serve as a basis for this Com.

Imitte es considerations. However, there are significant changes which must be
included If even these modest protections are to be effective. Specifically:
Wages

1. The wage levels set in the Administration's bill are wholly inadequate. In1974 when the FLSA minimum wage was $1.65 an hour, sugar workers received$2.30 an hour. Under the Administration's bill, sugar workers will receive $3.20
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an hour when the minimum wage Is $2.90. The proposed increase is unreason-
ably low and does not even reflect a real increase in wages after rises in the cost
of living are taken into consideration.

2. The proposed wage increases will actually decrease from approximately
6.6A the first year to 5.7% the last year. A percentage increase at least equal to
the cost of living should be adopted.

3. The proposed hourly wages may act to depress wages in those areas where a
eie'e rate Is customarily paid. The minimum wage in sugarbeets should be the

higher of the minimmn hourly or minimum piece rate.
lc'medics

While the Administration's bill provides for fines against employers who are
found to have retaliated against complaining employees, or to have charged
mireasonable prices for services and goods, it does not provide any remedy to
the aggrieved employee. If an employee is fired in violation of these provisions,
le/she should be reinstated with back pay. In the case of unreasonable charges,
aggrieved employees should be able to recover overcharged amounts.
Workers' ('ompensatlon

The Administration bill provides that the Secretary shall issue regulations as
he deems necessary to assure adequate insurance for sugar workers, but then
gopps on to state that the coverage shall be deemed adequate if it meets the
requirements of that State. Over half of the sugar producing States have lesser
insurance standards for agricultural workers than for other workers. At a mini-
muim. the insurance provisions should be upgraded to provide sugar workers
wlth the same standard coverage as other workers in the various States.

Mr. chairmann , these recommendations represent the most modest and reason-
able changes necessary to implement the minimal labor provisions which must be
consideredd as part of the proposed sugar price support legislation. It should be

remnem iered that they would not even bring many of these workers up to poverty
h-vel incomes, nor would they guarantee a decent standard of living to sugar
i-4rkers. But they would be a beginning, and as such they deserve your serious
con'dera tiou.

Thank you.

.-'rAWM'A1ENT OF TIlE MAURITIUS SOAR SYNDICATE AND THE MAURITIUS CHAMBER
OF AGRICULTURE

This material Is prepared, edited, issued or circulated by John 11. Sharon,
wh is registered under the Foreign Agent Regisration Act of 1938, as amended,
ns an agent of the Mauritius Chamber of Agriculture and the Mauritius Sugar
Syndicate. This material is filed with the Department of Justice where the
req ired registered statement is available for public inspection. Registration
dies not indicate approval of this material by the United States Government.

MAURITIUS

.Mauritins is an island In the middle of the Indian Ocean, half of the size of
Rhode Island. inhabited by over 900,000 people. Its economy, because of climatic
and ecological reasons, is almost totally dependent upon sugar. Of the total land
under cultivation. 95% is in sugar cane production. Mauritius, a developing
African nation with a superior record in Ihumnn Rights, in dependent upon
sugar exports for more than 85% of its foreign exchange. It is the world's
ninth largest sugar exporter.

COMMERCIAL RELATIONS WITH THE UNITED STATES

Mauritius has a long and friendly history of commercial trade with the
United States which it desires to expand. Since 190.5 Mauritius has been a
continuous and dependable supplier of U.S. sugar needs.' Only the limitations
of a statutory quota prior to 1975 and a devastating cyclone which restricted
1975-76 shipments. prevented Mauritius from selling more sugar to the U.S.

Six years ago when Mauritius became an associate member of the European
Economic Community through the Yaounde Convention, it extended to the U.S.
special tariff preferences on U.S. exports to Mauritius. It was the first ECC
associate member to take such an initiative. The United States, recognizing

IIn 1972-73, Mauritius sold sugar to the U.S. at prices below the world market.
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Mauritius as a developing African nation, by Executive order permittted duty
free imports of Mauritian sugar under the Generalized System of Preferences.
In 1977, Mauritius exported 55 thousand short tons to the U.S. under the
GSP at a value of $9,474,000. In 1978, it delivered 66,000 tons to the U.S. at a
value of $11,700,000. Mauritius would like to continue to sell sugar to the U.S.
so it can continue to expand Its purchase of U.S. goods, but it cannot do so if it
continues to be faced with restrictive U.S. trade practices.

RESTRICTIVE U.S. TRADE PRACTICES A-D THE QUESTION OF ADEQUATE NOTICE

Attached to this Statement as Appendix "A" is a brief summary of recent
restrictive and inconsistent trade practices pursued by the U.S. Government
resulting in economic injury to developing nations like Mauritius. Nations such
as Mauritius gave the U.S. more than adequate notice of its sale of sugar to
the U.S. and specifically requested that the U.S. take no restrictive action
against these shipments. In return, the U.S. gave no notice whatsoever of the
unilateral restrictive actions it did take-nor was there any opportunity to be
heard or review of the Proclamations possible. One cannot help but wonder
why the basic elements of due process are violated by a country that cham-
pions the cause of human rights in other nations! Congress, therefore, should
adopt an amendment .to pending sugar legislation that would (a) redress the
economic injury to nations such as Mauritius resulting from Presidential Proc-
lamations 4547 and 46.31, and (b) assure that adequate notice be given in the
future to the parties affected by additional restrictive action against U.S. sugar
imports.

Since the Congress is considering granting retroactive relief to domestic
producers for the year 1978, equity would require that all U.S. suppliers he
afforded retroactive relief where the circumstances so warrant, if such relief
is granted to the domestic industry.

THE UNITED STATES, MAURITIUS, AND THE 05P

Since the enactment of the Trade Act of 1074, Mauritius has been one of several
developing nations receiving favorable treatment under the Generalized System
of Preferences. This GSP status has provided Mauritius with a concrete incentive
to sell sugar in the United States.

Recently the President removed a long list of products from the Generalized
System of Preferences but left sugar on this product list.

To assure a continued supply of sugar to meet U.S. requirements, Congress
should preserve the Generalized System of Preferences to enable developing coun-
tries such as Mauritius to continue to export sugar to the U.S. Such action by the
Congress would be consistent with the goals and objectives of the International
Sugar Agreement "to achieve worldwide sugar supplies and prices to every
party's mutual interest."

THE UNITED STATES, MAURITIUS, AND THE I.S.A.
Officials of the United States, Mauritius and other sugar importing and export-

Ing countries worked for over a year to write an International Sugar Agreement.
This Agreement represents an international cooperative effort "to achieve world.
wide sugar prices and supplies to every party's mutual interest." While not per-
fect, it is designed to avoid the problems created by excess supplies of sugar. while
providing assurances of adequate supplies at reasonable prices. It does so by
stabilizing world prices between 11 and 21 cents per pound, the 11 cent minimum
being defended by a worldwide system of export quotas. Mauritius was one of the
earliest signatories to this Agreement. The United States signed the Agreement on
December 0, 1977-subject to Senate ratification. President Carter, in asking the
Senate to ratify this Agreement last January, said:

"This Agreement is consistent with our broad foreign policy objectives and with,
our intent to balance the interests of producing and consuming countries through
international cooperation. Once in full operation, it should eliminate the need for
the tariff and fee measures recently imposed to defend our domestic price support
program. Such unilateral measures adversely affect the earning capacity of many
developing countries and undermine our commitment to an open international
trading system. Instead, the Agreement represents a cooperative effort among
sugar exporting and importing countries to achieve their mutual interests in
equitable and stabilized sugar prices and supplies." I

I Presidential message to the Senate of the United States, Jan. 25, 1978.
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The Mauritius sugar Industry supports and applauds this statement by the
President of the United States and urges the United States Senate to ratify
promptly the International Sugar Agreement.

RATIFICATION: TIME IS OF THE ESSENCE

There are many reasons why the world price of sugar is presently below the
cost of production. One important reason is the cloud that continues to hang over
the world market resulting from the failure of the United States to ratify the
International Sugar Agreement. Of all the signatories to the Agreement, the
United States has the largest stake in the world sugar market since it accounts
for over 20 percent of word imports. It is, therefore, very much in the interests of
the United States to assure that world supplies are available over the long-term in
adequate amounts at reasonable prices. This is precisely what the International
Sugar Agreement seeks to achieve, but meaningful U.S. participation in the
Agreement is critical to its success. Continued failure of the U.S. Senate to ratify
the Agreement could render the Agreement ineffective and deal a severe economic
blow to developing countries like Mauritius which are so heavily dependent upon
sugar exports for its foreign exchange.

SUMMARY

In enacting sugar legislation in 1979, Congress should:
1. Adopt an amendment which would redress the economic injury to develop-

ing nations resulting from Presidential Proclamations 4547 and 4631.
2. Adopt an amendment that would require adequate notice and an oppor-

tunity to be heard with respect to any additional unilateral actions restricting
U.S. sugar imports.

3. Preserve the Generalized System of Preferences for developing nations
whose economies are sugar dependent.

4. Ratify promptly the International Sugar Agreement.

APPENDIX "A"

THE INCONSISTENCY OF U.S. SUOAR POLICY

Recent actions by the United States Government regarding its sugar policy
are so inconsistent and so confusing as to leave a developing and exporting nation
like Mauritius in a state of bewilderment. Witness these facts:

1. In August 1977, the Mauritius Sugar Syndicate sold two cargos of raw
sugar to the U.S. (one cargo's port of entry was New Orleans, the other's was
Philadelphia). In September 1977, the U.S. Government was notified of this sale
with the specific request that the U.S. take no restrictive action regarding the
importation of these two cargos.

2. In January 1978, despite the request from Mauritius, the President issued
Proclamation 4547 imposing unilaterally fees on sugar exported to the U.S. re-
gardless of when sold or shipped to the U.S. The two Mauritian cargos were,
therefore, assessed additional fees totaling $1,700,000.

3. Later in January 1978, the President of the United States sent a message
to the Senate requesting prompt ratification of the International Sugar Agree-
zient, proclaiming that the Agreement"8hould eliminate the need for the tariff
and fee measures recently imposed to defend our domestic price support pro.
gram. Such unilateral measures adversely affect the earning capacity of many
developing countries and undermine our commitment to an open international
trading system." (Emphasis added) 1

4. Citing this Presidential statement and other pertinent facts, the Mauritius
Sugar Syndicate In February, 1978 petitioned the U.S. Government for an excep-
tion to Presidential Proclamation 4547 and asked that the increased duties
imposed thereon be returned to Mauritius.

5. In July 1978, the Mauritius Sugar Syndicate sold another cargo to the U.S.
and In August so informed the U.S. Once again the Mauritius Sugar Syndicate
requested that no additional restrictions be placed on this cargo.

6. In December 1978, despite the request from Mauritius the President issued
Presidential Proclamation 4631 imposing additional restrictive duties on sugar
imports.

I See footnote No. 2 hereinabove.
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7. In January 1979, the U.S. Government, on the basis of equity, returned to
Mauritius the additional import fee of over $830,000 imposed on the cargo entering
New Orleans.

8. In February 1979, the Mauritius Sugar Syndicate was informed that the fees
imposed on the Philadelphia cargo will not be returned, and the Syndicate has
aplpealed this decision as being unjust and inconsistent with the Governient's
decision on the New Orleans cargo

9. In February 1979, the Mauritius Sugar Syndicate, again citing President
Carter's public pronouncements and other pertinent facts including the U.S. GTv.
ernment's decision on the New Orleans cargo, petitioned the U.S. for exception to
Presidential Proclamation 4631 citing the inequity of imposing additional fees
on the cargo sold to the U.S. in July 1978. Whereas Mauritius gave the U.S. ade-
quate notice of Its July 1978 sale, the U.S. provided no notice whatsoever to the
Syndicate (or any other exporting country that had in good faith executed con-
tracts for sale to the U.S.) of Presidential Proclamation 4631.

10. The imposition of increased duties on all the cargos cited above and the
failure to return the fees on all three cargos of sugar from Mauritius, would be
inconsistent with the President's public pronouncements and the Administration's
own actions pursuant to Presidential Proclamations 4547 and 4631.

Ii. All exporting nations--especially developing countries like Mauritius-
should have the economic injury resulting from Presidential Proclamations 4547
and 40J31 promptly redressed. Inasmuch as legislation pending before the Con-
gress (II.R. 2172) provides support of retroactive relief for domestic sugar pro-
ducers covering the 1978 production year, equity requires similar treatment for
tll U.S. suppliers-particularly those developing countries like Mauritius who
executed in good faith contracts for sale prior to the restrictive unilateral
action taken by the U.S. Government.
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