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Pe1-ca.1 EXECUZIVE BESBION |
8, 501 . ﬁ
. . REFRALINGSECTION 202 (e) OF THE SUGAR ACT OF 1948
THURSDAY, SEPTEMBER 29, 1949
United Btates Senate,
Committee on Finance,
Washington, D, C,

The committee met, pursuant to call, at 103130 o'clook
a.,m,, in Room 312, 8enate Office Building, Benator Walter P,
George, Chairman, presiding, '

Presents; Senators Goorge (chairman),Conpally, Johmson,
"Mi1likin, and Butler,

Present alsos Mrs, Elizabeth B, Springer, Acting Clerk,

The Chairmen. The committee will come to order,

The committee will proceed to tha consideration of

8, 501, a bill repealing Section 202 (e) of the Bugar Act of L

1948, I will insert im the record at this point the bill,

together with departmental reports wvhich have been received

by the committee,

(8. 501 and.reports referred to are as follows:) .
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The Chairman, Senator Chaver, you are here to testifry
vith regard to 8, 501?

STATEMERT OF HON, DENNIS CHAVEZ,
A UNITED STATES SENATOR FROM THE.
STATE OF NEW MEXICO,

SBenator Chavesz, That is right,

The Chairman, Ve did not got to this bill earltier, because
upon a hasty glance at it I had the impression that mayhe
it might affect the revenue in some way; and Ithought we
should vait to see 1f the House would take any actionmn,

Senator Chavez, With your permission, Mr, Chairman and
gentlemen of the committee, I will try to give you & little
background of ihe idea of repcaling this particular section,
as my bill calls for,

Public Lav 388, Eightieth Congress, Chapter 519, First
Session, was contailned originally in H, R, 4075, vhat is known
as the Sugar Act, As t recall, the House passed that Act,
and then this committee reported it to the Senmate, At that time,
Senator Millikin orf Colorado was the presiding officer of this
committee,

It came up for action the last night of the session, just

.prior to the time that we all wanted to go to Philadelphia to
nominate the President, or thereabouts; anyway,it vas the last
day of the sessfon, There were no objections whatsoever from
those vho vere opposing section 202(e), to the Sugar Act as

;suchy as a matter of fact, ve all voted for it,
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But I 4id raise the objection, and tried on the fler

to get that particular session throwm out of the bill.

The Chairman., That is subsection (e)?

Senator Chavexz, S8ubsection (e}, As I recall, many of
the proponents, or those who voted to keep it in, told me cé
that particular time that vhile they were against that parti-
cular section they vere sco afraid that they could not get
action on the sugar bill that same night, and it was necessary
that the Sugar bill pass, that they asked that action be taken,
Nevertheless, as I recall, the vote was 42 to %40,

After I made my little talk and explained it, I think
Senator Vandenberg, and, as I recali, Semator Connally, stated
on the floor that it did not have any business wvhatsoever in
the sugar bill as such,

Now, subsection 202 (e) has this language:

"If the Secretary of State finds that any foreign
country denies fair and equitabdle treatment to the
nationsls of the United States, its commerce, navigation,
or industry, and so notifies the Secretary, the Secretary
shall have authority to withhold or withdrav any increase
in the share of the domestic consunption requirements
provided for such country by this Act as compared with
the share allowedunder Section 202 (b) of the Sugar
Act of 19371 Provided, That any amount of sugar so

withheld or withdrawn shall be prorated to domestic areas
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on the basis of existing quotas for such areas and the

Secretary shall revise such quotas accordingly: Provided

further, That any portion of such amount of sugar which

camndt be supplied by domestic areas may be prorated to

foreign countries other than a country which the Secre-

tary of State finds has denied fair and equitable treat-
ment to nationals of the United States,"

I maintained at that time that that particular section
had no business vhatsoever in a sugar act, There were no
objections vhatsoever to the Sugar Act as such,but this was
actually telling a foreign country in a sugar act, "unless you
behave yourself on other foreign matters that have nothing
vhatsoever to do with sugar,ve are going to deprive you of
your quota under the Sugar Act itself.,”

Since then 1t has not been used whatsoever, It {s only
an irritant and a disturbing factor as to this proposition
that ve talk about, that of good will, It is not doing a
bit of good,

I introduced a bill, after I found out how detrimental 1t
vas to our efforts along the lines of good will, during the
follovwing month,

Senator Johnson, May I ask a question?

Senator Chavez, Certainly,

8enator Johnson, Do I understand that this bad conduct

may relate to anything, may relate to something not connected




with sugar at all?

Senator Chaver, That is right, There might be a Aiffer. a .
ence of opinion, Bome one in New York might say, "Cuba oves
uaIOBO,OOO.' Cuba says, "Nov, let us arbitrate this thing."
But if the report of the Becretary is that that is Scd conduct -; ’

Senator Connally, Even the report of the committee in -
the House, vhen tle bill vas passed, said "Waere nationals of
the United States are unable to collect pecuniary olaims,”

They have nothing to do with sugar, They arejust a claim
against the United States,

Senator Johnson, Sométhing unrelated to sugar,

Senator Chavez, This has nothing to do with sugar at
all,

The Chairman, It is all emkracing., As I construe it, 1¢
is not a mandatory provision on the Secoretary of State, but he
might exercise it, and 1f he did so certify them the Secre-
tary of Agriciture would perhaps have to take notice of 1t,

Senator Johnson, It is sort of a reprisal act,

Senator Chavez, Yes, that is vhat it is, I maintain that
that is a matter to be 'taken up wlith the State Department,

a different propostion cltogether than anything having to
do vith can® sugar or beet sugar, Anyvay, in order toget
back to the record, on June 22,1948, in a similar bill that

was before this committee, the 8State Department wrote to

Senator Millikin as follows!
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"My dear Benator Millikin:

-

"Reforex:&o 1s again made to your letter of April
~ 20,1948, requesting the State Department's comments
| on 8. 2511, a bill 'repealing SQotion 202 (e) of the

Sugar Act of 1948.°

"In view of the fact that the intent of this section
of the Act has been wvidely misunderstood and that circum-
stances under which the use of this section might be
considered desirable now appear remote, the Department
perceives no objection to its repeal.

"the Department has been informed by the Bureau of
the Budget that there is no objection to the submission
of this report."

Senator Johnson. What is the date of that letter?

Senator Chavez. That letter is dated.June 2,1948. Because
of the conditions at that time, we were busy; and the committee
naever did take it up.

Senator Millikin. I tried to make it clear last year,
and there was some little delicacy involved in making it clear,
that that provision wvas not the invention of the Sgnate Finance
Committee. It was put in there at the request of the State
Department.

Senator Chavez. Yes, I knew that. And it came from the

House side. But after it was explained to the members of the

committee, I knowv that some voted,there, for the sugar bill,




because we did not vant to take & chance. We did not want to
take & chance of the sugar bill not pﬁacing. "It was necessary. -

Senstor Connally. I think it is an improper course of
action, to utilise the Sugar Act to'tie on an amsndment that
might refer to anything in the world 1f the Secretary of
State should find that a national was not‘gotting his rights.
We have ways of determinigg those questions. If a country
oves our people and does not pay, wve can take it up with the
diplomatic channels; rather than through the kitchen.

The Chairman. That subsaction (e) has nothing to do
wvith any other part of the Act?

Senator Chavez. It has nothing to do with it. Now, for
the further reference of the committes, on the same bill, on
October 15, the Secretary of Commerce, as a matter having to
do vith commerce as to the Sugar Act, addressed a letter to
Senator Millikin, after discussing sugar, and so forth. This
comes back to section 202 (e). |

"From a commercial standpoint, this Department is

of the opinion that section 202 (e) has no effect oﬁ the

marketing of sugar and its repeal would have little effect

on our sugar trade. With regard to wvhether such a means
of compelling producer nations to afford our commerce

fair freatment 1s necessary, 1t 1s the opinion of this

Department that in the event of a flagrant discrimination

by a foreign nation against United States commerce, the

R
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problem could be better resolved by ocongressional action .
with regard to the particular disorimination bythe
particular country, or wvhere the disoriminating nation
is one withwhich the United States has a reciprocal '
trade treaty, the United States oould utilize the prooodurof |
provided by tiemenforcement provision of the particular
treaty. It might further be pointed out that the aeotiop
in Question is particularly offensive infhat it is, in
practice, a continuing economic threat directed at one
nation. Since the repeal of the subject section would
appear to be primarily in the interest of international
goodwill, and since the existence of section 202 (e)
is of very doubtful importance to American commerce, this
Department has no objectin to its repeal by the enactment
of legislation similar to 8. 2511."

That is signed by the Secretary of Commerce.
Now, similar letters have been addressed, as to bill

3. 501, vhich is before the committee now. Theyare to the

sams effect. I read these, however, because they are the

earlier ones, and I will be glad to insert them in the record.
As a matter of fact, the committee has nov letters addres-

sed to 8enator QGeorge.
(tentlomen, I was forthe Sugar Act, and I want 1t, But I

have devoted practicdly a lifetims trying to make this country

BEST AVAILABLE COPY



understood in Latin America. And why this irritant? I vas
told yesterday byNr. Miller, the Director of Latin American
Affairs of the State Department, that a short time ago he
vas in Peru talking to sugar people. And he says, "If we
vere to enforce that section, Peru would get the best ofit.”
But they vere rasing Cain on account of that section. He
says, "We would rather nothave the advantage that wemight
get, because next time you will probably do it to us."

It is not doing a bit of good. It is just an irritant,
there, that 1s hurting us, as a vhole. I do hope the committee

after due consideration, will report the bill out.




20

The Chairman. Nr. Hyora,‘vill you come up, please? What
is yur viev on this? |
STATEMENT OF LAWRENCE MYERS, .
DIRECTOR, SUGAR BRANCH,
PRODUCTION AND MARKETING ADHINISIRM‘ION,
U. S. DEPARTMENT OF AGRICULTURE, .
WASHINGTON, D. O.
Mr. Myers. Senator George and members ot the committee:
The Department of Agriculture does not feel that Section 202 (e)
1s germane to its administration of the quota provisions of
the Sugar Act. The Secretary of Agriculture has reportod to
the Chairman of this Committee, Senator George, on February 28.
I shall not read his entire letter, but just the next to the
last paragrapht
MSince the Department has responsibility under the
quota system to make available adequate supplies of sugar
for consumption in the continental United States, section
202 (e) is of concern to the Department only in so far as
1t affects that responsibility. Section 202 (e) is non-
mandatory in nature and probably would not be invoked in
any event 1if such action would jeopardize the sugar supply.
The repeal of this section, on the other hand, would not
affect our responsibility in administering the quota
system. Accordingly, we have no objection to the proposed
leglislation."”

That is, the legislation for repeal of that section.

The report concludes with the paragraph that:
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"The Buresu of the Budget advises that, _r;'on the '
standpoint of the program of the President, thers is no ";F;
objection to the submission pf'tﬁil rebdrt," , '
8ince the section is nonmandatory upon, firat, the Beore- . ”;

tary of State to make the finding and, secondly, upon:the‘ J
Secretary or.Agrioulture to take action in roduoiha‘tﬁp quotss.':;:
ve feel that 1t is not of serious conoern to us in the adniﬁiﬁ-A
tration of the quota system. '

Senator Connally. Your Demrtment was not responsible"
for this, anyway. The Secretary of State was the one vho~
causes this thing to be inserted.

Mr.Myers. The Department of Agriculture hed ho interest
in it at any time, and 1t does not have today.

The Chairman. It has never been invoked?

Mr. Myers. It has never been invoked. And I would like
to call the committee's attention to one important feature.

If there were a serious or largs quantity of sugar involved,
ve probably cculd not invoke 1it, because, obviously, we could
not manufacture a shortages of sugar for American consumers for
" the purpose of administering section 202 (e). I could easily
conceive of a situation vhere we would need a half million
tons of sugar, under our quota from Cuba, for example, and,
there being no other country that could supply hiat quantity of
sugar, we could not honor a requeatbnder such conditions. It

would be at the expense of & drastic shortage of sugar to us

4_.-_‘.. s a—
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consumers. I merely mention that, because it is nonnndatory. f
"and therefore ve are not too vitally concerned vwith it one way ..
or the other. ' '
The Chairman. Any questions, gentlemen?

Thank you very much.
Mr. Myers. Thank you.



-

Senator Connally. I move wve report the bill.

The Chairman. First, I think we should hear the represente- '

tive from the State Department. Mr. Bfowvan 1is here, and I VOuidf, :
like to get the Department committed.

STATEMENT OF WINTHROP G. BROWN,

DIRECTOR, OFFICK OF INTERNATIONAL

TRADE POLICY, STATE'' DEPARTMENT
WASHINGTOR, D. C.

Mr. Brovn. Mr. Chairman and members of the committee, I
vould like to aay that we fully agree vith what SQnatof Chaves

has said and what Senator Connally has said. The existence

e

of this requirement, this provision in the law, has proved
to be an irritant of considerable magnitude. I think that I
could quite frankly say that it wvas a mistake to put it in,
from our point of view.

Tiie Chairman. Can you give us the origin of 1t? Do you
knov the origin of this particular amendment?

Mr. Brown. Well, sir, the origin, since we are in
executive sesslon, wvas that at that particular time we were
having extreme difficulties with certain of the senior people
in the Cuban government, and they were, well, quite frankly.
throwing threats around, and it was a very difficult and
tense situation, and it was felt that our hand would be
strengthened in dealing with some difficult problems we had
with them if thias plece of legislation were available. Since

that time, that governmert has been changed. The people who

vere involved are all gone. It is quits a different atmosphere.




Moreover, the existence of the clause has caused a great

deal of adverse propaganda. It hag given rise to a great deal e

of communist talk about American imperialism. Benator chav'z'
gave one 1llustratin of the effect that it can have.

We feel that it is an undesirable thing to have in the
lav and wouid be veryhappy tc see the committee report the
bill and the Congress pass 1it.

Senator Millikin. I r=m dredging up from very stale
memory, Mr. Chairman, the representations that were made to me.
FPirst there vere some shipping disoriminations that were going
on down there. I do not remember just what they were, but I
think it had to do with diseriminations attaching to certein
tonnage limits. I may be clear off on that, but I do remember
that there were some shipping discriminations that wvere under.
discussion.

Mr. Brown. Was it not the Seatrain, Senator?

Senator Chavez. That is right. It wvas the unloading of
the ships.

Serstor Millikin. I think that is right. Then there wvas
the olaim that the highest appellate courts in Cuba had
found favorably to some American claimants as far as certain
debts were concerned, and that the Cuban government would not
honor the decisions of its own courts in those matters. Those
wvere the two things that I recall were represented to me by

the representatives of the State Department at that time.
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Mr. Brown. Yes, sir. There vere one or fvo other cases
of considerable izportance, but those were ths two prinoipal
instances in which ve vere having great diffiouity‘vifh the
Cuban government. | |

As I say, the nev government is very mush more cooperative
and friendly %o the United States, and ve have made substan- -
tial progress, although there is not a complete solution of
those problems. And we have found that, anyhow, it does not
work. You do not negotiate effectively under the shadov of
8 big stick these days. It just gets the other fellowh bgck
up.

Senator Connally. They sort of resent a threat.

Mr. Brown. Yes, sir, very much.

Senator Chaves. And 1t would be one thing if it wvere
Cuba only; but it affeocts every country in Latin America. The
Commies had a meeting in Mexico City, the "Third International
Peace Conference.” They met in New York first and then in
Peris. That is the Robesonmng. They vere there about ten
days, and they discussed this more than anything else.

Senator Millikin. Mr. Cheirman, Sen;tor Connally has
moved immediate action. I wanted to make this suggestion.
Senator Thomas of Utah seems to be interested in the general
subject of claims between American citizens and foreign coun-
tries, and he has had several conversations with mé. I do not

know whather they were directed to this particular amendment,

- . TR e
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or vhether he was just talking gensrally. But it ooccurs to
ms that perhaps we ought to hear him. I think that he has in

mind possibly the estgblishment of some kind of a claims

' commission to get abt these outstanding debt claims. I do not

know whether his position is advers to that of Senator Ohaves
or not, but he is interested in this subject. |

SBenator Chavez. I want the committee to understand that
I want the foreign countries to pay their dedbts. I wish ve
could make more of them pay their debts. But I can see the
difference between a legitimate effort in a proper vay, of
trying to collect a debt, and trying to do it in an indirect
vay by a little squeeze, |

Senator Connally. The debt matter is a general thing. It
might apply anywhere and anyhowv. But this is confined only
to the sugar countries.

Senator Millikin. Myonly suggestion goes to the possibili-
ty of giving Senator Thomas a chance to be heard as to vhether
he has any opposition.

Senator Connally Well, I will modifymy motion. I move
that the Chairman be directed to report this bill contingent
upon ocontacting Senator Thomas. If he wants to appear, all
right. If he does not, go on and rep ort 1t.

The Chairman. Is that agreeable?

All in favor of the motion say "Aye."

Opposed, "No."
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Very well, the motion is carried.

(¥hereupon, st 10145 a. m., the conmittee recessed -

':‘*\ .

® subject to the call of the Chair.) - | .  ~.'~§;’
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