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SUGAR ACT EXTENSION

MONDAY, JANUARY 16, 1956

UNITED STATES SENATE,
CoMMITTEE oN FINANCE,
Washington, D. C.

F~The committee met, pursuant to call, at 10:15 a. m., in Room 312,
quate Office Building, Senator Harry Flood Byrd (chairman) pre-
siding.

Present: Senators Byrd (chairman), George, Frear, Smathers,
Barkley, Williams, Flanders, Malone, Carlson and Bennett.

Also present: The Honorable Joseph C. O’Mahoney, United States
Senator from Wyoming, the Honorable Herman Welker, United
States Senator from Idaho, and the Honorable Henry C. Dworshalk,
United States Senator from Idaho.

Elizabeth B. Springer, chief clerk.

The CrATRMAN. The committee will come to order.

The hearing today is on the extension of the Sugar Act, as proposed

in H. R. 7030.
The committee 1s here to consider H. R. 7030.
(The bill referred to is as follows:)

[H. R. 7030, 84th Cong., 1st sess.]
AN ACT To amend and extend the Sugar Act of 1948, as amended, and for other purposes

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled, That section 101 (d) of the Sugar Act of 1948, as
amended, is amended to read as follows:

“(d) The term ‘raw sugar’ means any sugars (exclusive of liquid sugar from
foreign countries having liquid sugar quotas), whether or not principally of
crystalline structure, which are to be further refined or improved in quality to
produce any sugars principally of erystalline structure or liquid sugar.”

SEc. 2. Section 101 (e) of such Act is amended to read as follows:

‘“(e) The term ‘direct-consumption sugar’ means any sugars principally of
crystalline structure and any liquid sugar (exclusive of liquid sugar from foreign
countries having liquid sugar quotas), which are not to be further refined or
improved in quality.”

Ec. 3. Section 101 (i) of such Act is amended by deleting the parenthetical
word ‘‘(Clerget)”’.

Sec. 4. Section 101 of such Act is amended by adding at the end thereof a new
paragraph to read as follows:

“(n) The term ‘to be further refined or improved in quality’ means to be sub-
jected substantially to the processes of (1) affination or defecation, (2) clarifica-
tion, and (8) further purification by adsorption or crystallization. The Secre-
tary is authorized, in accordance with findings based on public hearings to deter-
mine whether specific processes to which sugars are subjected are sufficient to
meet the requirements of this paragraph (n) and whether sugars of specific
qualities are raw sugar within the meaning of paragraph (d) of this section, or
direct-consumption sugar within the meaning of paragraph (e) of this section.”

Sec. 5. Section 201 of such Act is amended by striking in the second sentence
thereof the words ‘“1947 prior to the termination of price control of sugar’’ and
inserting in lieu thereof “1947-1949”.

1



2 SUGAR ACT EXTENSION

SEc. 6. Section 202 (a) of such Act is amended by inserting a colon and “(1)
For the calendar year 1956 in lieu of the first comma and by adding the following
new paragraphs:

“(2) For the calendar year 1956, by apportioning among such areas 50 per
centum of the amount by which the determination made pursuant to section 201
}exl(ieeds eight million three hundred and fifty thousand short tons, raw value, as

ollows:

““(A) The first one hundred and eighty-eight thousand short tons, raw value,
or any part thereof, by which quotas for the domestic areas are so increased shall
be apportioned 45.2 per centum to the domestic beet area; 42.6 per centum to
the mainland cane area; 10.6 per centum to Puerto Rico; and 1.6 per centum to
the Virgin Islands; and

“(B) Any additional amount shall be apportioned on the basis established in
paragraph (a) (1) as adjusted by subparagraph (A) of this paragraph (a) (2).

““(3) For the calendar year 1957 and each subsequent calendar year, by appor-
tioning among such areas four million four hundred and forty-four thousand
short tons, raw value, in accordance with paragraph (a) (1) of this section, and by
adding thereto 50 per centum of the amount by which the determination made
pursuant to section 201 exceeds eight million three hundred and fifty thousand
short tons, raw value, apportioned as follows: First, by apportioning in accordance
with the provisions of paragraph (a) (2) of this section an amount not in excess
of the amount so apportioned in 1956, and second, by apportioning the remainder,
if any, in accordance with the final quotas established for the calendar year 1956,
pursuant to paragraphs (a) (1) and (a) (2) of this section.”

Sec. 7. Section 202 (¢) of such Act is amended by striking out “For’’ after ‘““(c)”’
and inserting in lieu thereof ‘“(1) For the calendar year 1956, for”” and by adding
at the end thereof the following new paragraphs:

“(2) For the calendar year 1957 and for each subsequent calendar year for
foreign countries other than the Republic of the Philippines, by prorating to Cuba
96 per centum and to such other foreign countries 4 per centum of the amount of
sugar, raw value, by which eight million three hundred and fifty thousand short
tons or such lesser amount as determined pursuant to section 201 exceeds the
sum of four million four hundred and forty-four thousand short tons, raw valuse,
and the quota established pursuant to subsection (b) of this section; and by pro-
rating to Cuba 50 per centum and to foreign countries other than Cuba and the
Republic of the Philippines 50 per centum of the amount of sugar, raw value, by
which the amount determined pursuant to section 201 exceeds the sum of eight
million three hundred and fifty thousand short tons plus the increase in quotas
provided for in subsection (a) (3) of this section: Provided, (i) that for 1957 the
quota for foreign countries other than Cuba and the Republic of the Philippines
shall be one hundred and seventy-five thousand short tons, raw value, and the
quota for Cuba shall equal the sum of the quotas for foreign countries other than
the Republic of the Philippines less one hundred and seventy-five thousand short
tons, raw value; and (ii) that for the calendar year 1958 and each subsequent
calendar year through 1960 the quota for foreign countries other than Cuba
and the Republic of the Philippines shall be increased forty-five thousand short
tons, raw value, annually and the quota for Cuba shall equal the sum of the
quotas for foreign countries other than the Republic of the Philippines for such
year less the quota for foreign countries other than Cuba and the Republic of the
Philippines for such year. The quota for foreign countries other than Cuba and
the Republic of the Philippines shall be prorated for the calendar year 1957 and
for each subsequent calendar year as follows:

“(A) Each country whose average annual importations into the United States
within the quota were less than one thousand short tons, raw value, during the
years 1953 and 1954 shall receive a proration equal to such average importations.

“(B) Each country whose average annual importations into the United States
within the quota were more than one thousand short tons but less than three
thousand short tons, raw value, during the years 1953 and 1954 shall receive each
year two thousand tons in addition to the basic tonnages prorated under sub-
para%raphs (C) or (D) hereof. ] ) ) )

“(C) Each country whose average annual importations into the United States
within the quota were one thousand short tons but less than two thousand short
tons, raw value, during the years 1953 and 1954 shall receive a proration for 1957
equal to its average importations for the calendar years 1953 and 1954 plus 30 per
centum thereof and for each calendar year subsequent to 1957 through 1960 the
proration for each such country shall be increased by an additional 30 per centum
of its proration under this subparagraph (C) for the immediately preceding calen-
dar year.



SUGAR ACT EXTENSION 3

“(D) That part of the quota not otherwise prorated in subparagraphs (A),
(B), and (C) above shall be prorated as follows:

“Country Per centum
Dominican Republic._ _ e 37
PerU . o e e 36
MexXiCO o e 20
Nicaragua_ - oo e 5
Haiti. o e e 2.

SElf. 8. Section 202 of such Act is amended by adding the following new para-
graph:

‘“(e) Whenever in any year any foreign country with a quota or proration
thereof of more than ten thousand short tons fails to fill such quota or proration
by more than 10 per centum and at any time during such year the world price of
sugar exceeds the domestic price, the quota or proration thereof for such country
for subsequent years shall be reduced by an amount equal to the amount by which
such country failed to fill its quota or proration thereof, unless the Secretary finds
that such failure was due to crop disaster or force majeure or finds that such
reduction would be contrary to the objectives of this Act. Any reduction here-
unde’:,r shall be prorated in the same manner as deficits are prorated under section
204.

Sec. 9. (a) The second sentence of section 204 (a) of such Act is amended by
inserting before the period at the end thereof a colon and the following: ‘“Provided,
That any deficit in any domestic sugar-producing area occurring by reason of
inability to market that part of the quota for such area allotted under the provi-
sions of section 202 (a) (2) or the increases allotted under sections 202 (a) (3)
shall grst be prorated to other domestic areas on the basis of the quotas then in
effect’’.

(b) The last paragraph of section 204 (a) of such Act is amended by inserting
before the period at the end thereof a semicolon and the following: ‘“‘except that in
the case of proration of any such deficit in any domestic sugar-producing area
occurring by reason of inability to market that part of the quota for such area
allotted under and by reason of section 202 (a) (2) or the increases allotted under
section 202 (a) (3), the Secretary shall apportion the unfilled amount on such
basis and to such other domestic areas as he determines is required to fill such
deficit, and if he finds that no domestic area will be able to supply such unfilled
amount, he shall add it to the quota for Cuba’’.

Sec. 10. Section 205 (a) of such Act is amended by inserting immediately
before the final sentence thereof the following: ‘“In making such allotments, the
Secretary may also take into consideration and make due allowance for the adverse
effect of drought, storm, flood, freeze, disease, insects, or other similar abnormal
and uncontrollable conditions seriously and broadly affecting any general area
served by the factory or factories of such person.”.

Sec. 11. (a) Section 207 (a) of such Act is amended by adding after the word
“year’’ the following: ¢, plus an amount equal to the same percentage of twenty-
nine thousand six hundred and sixteen short tons, raw value, that the increase in
the quota for Hawaii under section 202 is of one million fifty-two thousand short
tons, raw value’’.

(b) Section 207 (b) of such Act is amended by striking the period at the end
thereof and by adding the following: ‘‘which shall be principally of crystalline
structure, plus an amount equal to the same percentage of one hundred twenty-six
thousand and thirty-three short tons, raw value, that the increase in the quota
for Puerto Rico under section 202 is of one million eighty thousand short tons,
raw value, which latter amount may be filled by direct-consumption sugar
whether or not principally of crystalline structure.”.

SEc. 12. Section 207 (h) of such Act is amended by striking out “The’” after
“(h)” and inserting in lieu thereof ‘“(1) For the calendar year 1956, the” and by
adding the following new paragraph:

““(2) For the calendar year 1957 and each subsequent calendar year, the
quota for foreign countries other than Cuba and the Republic of the Philippines
may be filled by direct-consumption sugar to the extent of 1.36 per centum of
the amount of sugar determined pursuant to section 201 less the sum of the
quotas established in subsections (a) and (b) of section 202: Provided, That such
limitation shall not apply to countries receiving prorations under section 202 (c)
of seven thousand short tons or less. The direct-consumption portion of such
quota which is subject to the 1.36 per centum limitation referred to above shall
be prorated to countries which receive prorations under section 202 (¢) of more
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than seven thousand short tons on the basis of average imports of direct-
consumption sugar within the quota for the years 1951, 1952, 1953, and 1954.”

Sec. 13. Section 301 (b) of such Act is amended by inserting after the words
‘“‘(or processed)’’ the following: ‘‘, except for livestock feed, or for the production
of livestock feed, as determined by the Secretary,”.

Sec. 14. Section 302 (b) of such Act is amended by inserting after ‘“‘(or proc-
essed)”’ the words ‘““within the proportionate share” and by striking the period
at the end thereof and inserting the following: ‘“and of the producers in any
local producing area whose past production has been adversely, seriously, and
generally affected by drought, storm, flood, freeze, disease, insects, or other
similar abnormal and uncontrollable conditions. For the purposes of establish-
ing proportionate shares hereunder and in order to encourage wise use of land
resources, foster greater diversification of agricultural production, and promote
the conservation of soil and water resources in Puerto Rico, the Secretary, on
application of any owner of a farm in Puerto Rico, is hereby authorized, when-
ever he determines it to be in the public interest and to facilitate the sale or
rental of land for other productive purposes, to transfer the sugarcane productior
record for any parcel or parcels of land in Puerto Rico owned by the applicant
to any other parcel or parcels of land owned by such applicant in Puerto Rico.”.

SeEc. 15. Section 405 of such Act is amended by inserting ‘“(a)’’ at the beginning
thereof and by adding the following new paragraph:

““(b) Any person whose sugar processing operations otherwise meet the require-
ments of section 101 (n) and who subjects to such processes sugar imported or
brought into the continental United States under a declaration that it is raw sugar
but which sugar subsequently is determined to be of direct-consumption quality
and to be in excess of the direct-consumption portion of the applicable quota or
proration or allotment thereof, shall forfeit to the United States a sum equal to
1 cent per pound for each pound, raw value, of such sugar in excess of the direct-
consumption portion of the applicable quota or proration or allotment thereof,
which forfeiture shall be recoverable in a civil suit brought in the name of the
United States.”

Sec. 16. Section 407 of such Act is amended by adding at the end thereof the
following sentence: ‘“The provisions of this section shall not apply to persons
whose services are obtained pursuant to section 305.”.

Sec. 17. Section 411 of such Act is renumbered as section 412, section 412 of
such Act is renumbered as section 413 and a new section 411 inserted as follows:

“Sec. 411. The Secretarv is authorized to issue such regulations as may be
necessary to carry out article 7 of the International Sugar Aereement for the
Regulation of the Production and Marketing of Sugar (ratified by and with the
advice and consent of the United States Senate on Aprl 29, 1954), restricting
importations of sugar into the United States from foreign countries not partici-
pating in such agreement, or to carry out the corresponding provisions of any
such future agreements ratified by and with the advice and consent of the United
States Senate.”

Sec. 18. Renumbered section 412 of such Aect (relating to termination of the
powers of the Secretary under the Act) is amended by striking out “1956’’ in each
place it appears therein and inserting in lieu thereof 1960 .

Sec. 19. A new section 414 is added to such Act as follows:

“Sec. 414. (a) To alleviate the conditions which exist in the continental United
States sugar-producing areas by reason of the quantities of surplus overquota
sugar produced in such areas, the Commodity Credit Corporation shall earry out
loans, purchases, or other operations with respect to one hundred thousand short
tons of sugar produced from the 1955 or previous crops in such areas.

“(b) Sugar acquired hereunder shall be disposed of outside the continental
United States in such manner as the Corporation determines will not unduly
interfere with normal marketings of sugar, including dispositions under the Agri-
cultural Trade Development and Assistance Act of 1954, as amended.

“(¢) No borrower shall be personally liable for any deficiency arising from the
sale of the sugar securing any loan made under authority of this section, unless
such loan was obtained through fraudulent representations by the borrower.
This provision shall not, however, be construed to prevent Commodity Credit
Corporation from requiring the borrower to assume liability for deficiencies in the
quality or quantity of sugar delivered under the loan, for failure to properly care
for and preserve such sugar, or for failure or refusal to deliver the sugar in accord-
ance with the requirements of the program.
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“(d) Sugar acquired hereunder shall not be subject to the provisions of title IT
of this Act.”

Sec. 20. Sections 4501 (c¢) and 6412 (d) (relating to the termination of taxes
on sugar) of the Internal Revenue Code of 1954 are amended by striking out
“1957’ in each place it appears therein and inserting in lieu thereof ““1961”’.

Sec. 21. Section 4502 (4), chapter 4, subchapter A, “Sugar’’, of the Internal
Revenue Code of 1954 is amended as follows: Strike out the parenthetical word
“(Cleriget)” where it occurs in the first sentence and delete the second sentence
thereof.

Sec. 22. (a) Section 4504, chapter 37, subchapter A, “Sugar’’, of the Internal
Revenue Code of 1954 is amended by adding before the period at the end thereof
the following: ‘‘and except that such tax may be subject to refunds as a tax under
the provisions of section 6418 (a)’’.

(b) Section 6418 (a) of chapter 65 of the Internal Revenue Code of 1954 is
amended by striking out the ‘“‘(a)’”’ immediately following ‘‘section 4501,

Sec. 23. The amendments made hereby shall become effective January 1, 1956,
except as otherwise designated and except that required determinations and
regulations may be issued in 1955 for the calendar year 1956.

Passed the House of Representatives July 30, 1955.

Attest: RarrE R. RoBERTS, Clerk.

Senator BExxeTT. Mr. Chairman, I would like permission to
incorporate in the record at this point the committee print made up
at my direction representing the solution of this problem which has
been worked out over many months of conferences between the
representatives of the domestic producers and refiners and the
interested departments of the executive branch of the Government.

The CraAIRMAN. It will be made a part of the record.

(The committee print referred to follows:)

[Committee print, January 13, 1956]
[H. R. 7030, 84th Cong., 2d sess.]

AMENDMENT Intended to be proposed by Mr. Bennett to the bill (H. R. 7030) to amend and extend
the Sugar Act of 1948, as amended, and for other purposes, viz: Strike out all after the enacting clause
and insert in lieu thercof the following:

That section 101 (d) of the Sugar Act of 1948, as amended, is amended to read
as follows:

“(d) The term ‘raw sugar’ means any sugars (exclusive of liquid sugar from
foreign countries having liquid sugar quotas), whether or not principally of crystal-
line structure, which are to be further refined or improved in quality to produce"
any sugars principally of crystalline structure or liquid sugar.”

Sec. 2. Section 101 (e) of such Act is amended to read as follows:

“(e) The term ‘direct-consumption sugar’ means any sugars principally of
crystalline structure and any liquid sugar (exclusive of liquid sugar from foreign
countries having liquid sugar quotas), which are not to be further refined or im-
proved in quality.”

Sec. 3. Section 101 (i) of such Act is amended by deleting the parenthetical
word “(Clerget)”.

SEc. 4. Section 101 of such Act is amended by adding at the end thereof a new
paragraph to read as follows:

“(n) The term ‘to be further refined or improved in quality’ means to be sub-
jected substantially to the processes of (1) affination or defecation, (2) clarifica-
tion, and (3) further purification by adsorption or crystallization. The Secretary
is authorized, after such hearing and upon such notice as he may by regulations
prescribe, to determine whether specific processes to which sugars are subjected
are sufficient to meet the requirements of this paragraph (n) and whether sugars
of specific qualities are raw sugar within the meaning of paragraph (d) of this
section,,or direct-consumption sugar within the meaning of paragraph (e) of this
section.”

SEc. 5. Section 201 of such Act is amended by striking in the second sentence
thereof the words ‘1947 prior to the termination of price control of sugar’” and
inserting in lieu thereof ‘‘1947-1949".
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SEc. 6. Section 202 (a) of such Act is amended to read as follows:
‘““(a) (1) For domestic sugar-producing areas by apportioning among such areas
four million four hundred and forty-four thousand short tons, raw value, as follows:

‘*Short tons,
raw value
“Domestic beet sugar_ . _ e eme—_ 1, 800, 000
%’Iainland CANE SUGAT o o o o e o e e e e e e e 500, 000
awall_ e 1, 052, 000
Puerto Rico_ _ o oo e 1, 080, 000
Virgin Islands_ - - .. 12, 000

“(2) To the above total of four million four hundred forty-four thousand short
tons, raw value, there shall be added an amount equal to 55 per centum of the
amount by which the Secretary’s determination of requirements of consumers in
the continental United States for the calendar year exceeds eight million three
hundred and fifty thousand short tons, raw value. Such additional amount shall
be apportioned among and added to the quotas estahlished under paragraph (1)
of this subsection for such domestic sugar-producing areas, respectively, as follows:
(A) The first one hundred sixty-five thousand short tons, raw value, or any part
thereof, by which quotas for the domestic areas are so increased shall be appor-
tioned 51.5 per centum to the domestic beet sugar area and 48.5 per centum to the
mainland cane sugar area; (B) the next twenty thousand short tons, raw value,
or any part thereof, by which such quotas are so increased shall be apportioned to
Puerto Rico; (C) the next three thousand short tons, raw value, or any part thereof,
by which such quotas are so increased shall be apportioned to the Virgin Islands;
(D) any additional amount shall be apportioned on the basis of the quotas estab-
lished in paragraph (1) of this subsection as adjusted by subparagraphs (A), (B),
and (C) of this paragraph (2).”

Sec. 7. Section 202 (¢) of such Act is amended by striking out ‘“For’’ after
“(e)” and inserting in lieu thereof ‘(1) For the calendar vear 1956, for’”’ and by
adding at the end thereof the following new paragraphs:

“(2) For the calendar year 1957 and for each subsequent calendar year for
foreign countries other than the Republic of the Philippines, by prorating to
Cuba 96 per centum and to other foreign countries 4 per centum of the amount
of sugar, raw value, by which eight million three hundred and fifty thousand
short tons or such lesser amount as determined pursuant to section 201 exceeds
the sum of four million four hundred and forty-four thousand short tons, raw
value, and the quotas established pursuant to subsection (b) of this section;
and by prorating to Cuba 60 per centum and to other foreign countries 40 per
centum of the amount of sugar, raw value, by which the amount determined
pursuant to section 201 exceeds for the sum of eight million three hundred and
fifty thousand short tons plus the increase in quotas provided for in subsection
(a) (2) of this section.

“For the calendar year 1957, the quota for foreign countries other than Cuba
and the Republic of the Philippines shall be apportioned, first, by assigning to
each such foreign country whose average entries within the quotas during the
years 1953 and 1954 were less than one thousand short tons, raw value, a proration
equal to its average entries within the quotas during 1953 and 1954, and second,
by assigning to each such foreign country whose average entries within the
quotas during 1953 and 1954 were not less than one thousand nor more than
two thousand short tons, raw value, a proration of three thousand short tons,
raw value, and third, by prorating the balance of such quota to such foreign
countries whose average entries within the quotas during 1953 and 1954 exceeded
two thousand short tons, raw value, on the basis of the average entries within
the quotas from each such country for the years 1951, 1952, 1953, and 1954.

“For the calendar year 1958 and for each subsequent calendar year, the quota
for foreign countries other than Cuba and the Republic of the Philippines shall
be apportioned, first, by assigning to each such foreign country whose average
entries within the quotas during the years 1953 and 1954 were less than one
thousand short tons, raw value, a proration equal to its average entries within the
quotas during 1953 and 1954, and second, by prorating the balance of such quota
among the remainder of such countries on the basis of the final quotas established
for such countries pursuant to this section for the calendar year 1957.”

SEc. 8. Section 202 of such Act is amended by adding the following new sub-
section: .

“‘(e) Whenever in any year any foreign country with a quota or proration
thereof of more than ten thousand short tons fails to fill such quota or proration
by more than 10 per centum and at any time during such year the world price of
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sugar exceeds the domestic price, the quota or proration thereof for such country
for subsequent years shall be reduced by an amount equal to the amount by which
such country failed to fill its quota or proration thereof, unless the Secretary finds
that such failure was due to crop disaster or force majeure or finds that such
reduction would be contrary to the objectives of this Act. Any reduction here-
und<’ar shall be prorated in the same manner as deficits are prorated under section
204.”

SEc. 9. (a) The second sentence of section 204 (a) of such Act is amended by
inserting before the period at the end thereof a colon and the following: ‘‘Provided,
That any deficit in any domestic sugar-producing area occurring by reason of.
inability to market that part of the quota for such area allotted under the provisions-
of section 202 (a) (2) shall first be prorated to other domestic areas on the basis:
of the quotas then in effect”.

(b) The last paragraph of section 204 (a) of such Act is amended by inserting:
before the period at the end thereof a semicolon and the following: ‘‘except that
in the case of proration of any such deficit in any domestic sugar-producing area.
occurring by reason of inability to market that part of the quota for such area.
allotted under and by reason of section 202 (a) (2), the Secretary shall apportion
the unfilled amount on such basis and to such other domestic areas as he determines
is required to fill such deficit, and if he finds that no domestic area will be able ta
supply such unfilled amount, he shall add it to the quota for Cuba’.

SeEc. 10. Section 205 (a) of such Act is amended by inserting immediately
before the final sentence thereof the following: ‘“In making such allotments, the
Secretary may also take into consideration and make due allowance for the
adverse effect of drought, storm, flood, freeze, disease, insects, or other similar ab-
normal and uncontrollable conditions seriously and broadly affecting any
general area served by the factory or factories of such person.”.

Sec. 11. (a) Section 207 (a) of such Act is amended by adding after the word
‘“‘year’’ the following: “, plus an amount equal to the same percentage of twenty-
nine thousand six hundred and sixteen short tons, raw value, that the increase
in the quota for Hawaii under section 202 is of one million fifty-two thousand
short tons, raw value”

(b) Section 207 (b) of such Act is amended by striking the period at the end
thereof and by adding the following: ‘‘which shall be principally of erystalline
structure, plus an amount equal to the same percentage of one hundred twenty-
six thousand and thirty-three short tons, raw value, that the increase in the quota
for Puerto Rico under section 202 is of one million eighty thousand short tons,
raw value, which latter amount may be filled by direct-consumption sugar whether
or not principally of erystalline structure.”’.

Sec. 12. Section 207 (h) of such Act is amended by striking out ‘“The” after
“(h)” and inserting in lieu thereof ‘(1) For the calendar year 1956, the”’ and by
adding the following new paragraph:

““(2) For the calendar year 1957 and each subsequent calendar yvear, the quota
for foreign countries other than Cuba and the Republic of the Philippines may be
filled by direct-consumption sugar to the extent of 1.36 per centum of the amount
of sugar determined pursuant to section 201 less the sum of the quotas established
in subsectiors (a) and (b) of section 202: Provided, That such limitation shall not
apply to countries receiving prorations under section 202 (c¢) of seven thousand
short tons or less. The direct-consumption portion of such quota which is subject
to the 1.36 per centum limitation referred to above shall be prorated to countries
which receive prorations under section 202 (¢) of more than seven thousand short
tons on the basis of average imports of direct-consumption sugar within the quota
for the vears 1951, 1952, 1953, and 1954.”

SEc. 13. Section 301 (b) of such Act is amended by inserting after the words
““(or processed)’’ the following: *‘, except for livestock feed, or for the production
of livestock feed, as determined by the Secretary,”’.

Sec. 14. Section 302 (b) of such Act is amended by inserting after ‘“(or
processed)’”’ the words ‘“‘within the proportionate share” and by striking the
period at the end thereof and inserting the following: ‘“‘and of the producers in
any local producing area whose past production has been adversely, seriously,
and generally affected by drought, storm, flood, freeze, disease, insects, or other
similar abnormal and uncontrollable conditions. For the purposes of establishing
proportionate shares hereunder and in order to encourage wise use of land re-
sources, foster greater diversification of agricultural production, and promote
the conservation of soil and water resources in Puerto Rico, the Secretary, on
application of any owner of a farm in Puerto Rico, is hereby authorized, whenever
he determines it to be in the public interest and to facilitate the sale or rental of
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land for other productive purposes, to transfer the sugarcane production record
for any parcel or parcels of land in Puerto Rico owned by the applicant to any
other parcel or parcels of land owned by such applicant in Puerto Rico.”.

Sec. 15. Section 405 of such Act is amended by inserting ‘‘(a)”’ at the beginning
thereof, by striking out ‘“(a)”’ and ‘“(b)”’ and inserting in lieu thereof ‘(1)’’ and
“(2)"", respectively, and by adding the following new subsection:

‘“(b) Any person whose sugar processing operations otherwise meet the require-
ments of section 101 (n) and who subjects to such processes sugar imported or
brought into the continental United States under a declaration that it is raw
sugar but which sugar subsequently is determined to be of direct-consumption
qualily, shall forfeit to the United States a sum equal to 1 cent per pound for each
pound, raw value, of such sugar in excess of that part of the direct-consumption
portion of the applicable quota or proration or allotment thereof remaining
unfilled at the time of such determination, which forfeiture shall be recoverable in a
civil suit brought in the name of the United States.”

SEc. 16. Section 407 of such Act is amended by adding at the end thereof the
following sentence: ‘“The provisions of this section shall not apply to persons
whose services are obtained pursuant to section 305.”.

Sec. 17. Section 411 of such Act is renumbered as section 412, section 412 of
such Act is renumbered as section 413, and a new section 411 inserted as follows:

“Sec. 411. The Secretary is authorized to issue such regulations as may be
necessary to carry out article 7 of the International Sugar Agreement for the
Regulation of the Production and Marketing of Sugar (ratified by and with the
advice and consent of the United States Senate on April 29, 1954), restricting
importations of sugar into the United States from foreign countries not partici-
pating in such agreement, or to carry out the corresponding provisions of any such
future agreements ratified by and with the advice and consent of the United
States Senate.”

b Sec. 18. Renumbered section 412 of such Act (relating to termination of the
powers of the Secretary under the Act) is amended by striking out “1956”’ in each
place it appears therein and inserting in lieu thereof ““1962’’.

SEc. 19. Sections 4501 (¢) and 6412 (d) (relating to the termination of taxes on

sugar) of the Internal Revenue Code of 1954 are amended by striking out “1957”
inleach place it appears therein and inserting in lieu thereof 1963’
t 'Sec. 20. Section 4502 (4), chapter 37, subchapter A, ‘“Sugar’, of the Internal
Revenue Code of 1954 is amended as follows: Strike out the parenthetical word
“(Clerget)” where it occurs in the first sentence and delete the second sentence
thereof.

SEc. 21. (a) Section 4504, chapter 37, subchapter A, ‘“Sugar’’, of the Internal
Revenue Code of 1954 is amended by adding before the period at the end thereof
the following: ‘“‘and except that such tax may be subject to refunds as a tax
under the provisions of section 6418 (a)”’.

(b) Section 6418 (a) of chapter 65 of the Internal Revenue Code of 1954 is
amended by striking out the ‘“(a)”’ immediately following “‘section 4501"".

Sec. 22. Except as otherwise provided, the amendments made hereby shall
become effective as of January 1, 1956, except that sections 1 through 4 shall
become effective upon publication in the Federal Register of regulations imple-
menting such sections, or six months after the date of enactment of this Aect,
whichever is earlier.

The CealrRMAN. Our first witness is the Honorable Allen J. Ellender.
United States Senator from Louisiana.

STATEMENT OF HON. ALLEN J. ELLENDER, UNITED STATES
SENATOR FROM THE STATE OF LOUISIANA

Senator ELLENDER. Mr. Chairman, and gentlemen of the committee,
I am not going to spend any time describing the technical aspects of
this bill. That phase will be discussed in detail by subsequent
witnesses. . .

I appeared before the committee last year when the House bill was
before you, and this committee reported a bill which, of course, was
not considered by the Senate.
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I am glad that this committee has seen fit to undertake hearings
without delay. It is imperative that the Sugar Act be amended
promptly in accordance with the amendments now being considered
by your committee. Failure to grant this urgently needed relief will
mean that our sugarcane farmers, who already have lost nearly one-
third of their total acreage since 1949, face still further drastic cuts in
acreages.

This unfortunate situation has resulted because of technical ad-
vances in sugar production put into practice since 1948, the year the
present act was adopted. Increased efficiency and greater produc-
tivity have resulted in steadily mounting production year after year
without a corresponding increase in acreage. As shown in the follow-
ing table, the mainland cane area has produced more sugar than its
basic 506,000 ton annual marketing quota in each crop year since 1951.
The average annual production for the period 19562-55 has been over
600,000 tons, despite the factthat total acreage has steadily been re-
duced. The excess production has been the result of higher yields per
acre. The trend in increasing yields is clearly shown in the following
table, which demonstrates that per acre yields are up over 44 percent
since 1948, despite a net acreage reduction of some 89,000 acres since
that year.

And I wish to point out, Mr. Chairman, that this increased produc-
tion per acre is not peculiar to sugar. It has occurred with respect to
most of our crops. As a matter of fact, in the last 10 years on the same
acreage, our overall production of food and fiber has increased about
42 percent.

Now this table to which I referred shows that in 1948, when the
present Sugar Act was placed on the statute books, the number of
acres planted was 336,400 in round figures, and the production in
sugar was 477,000 tons.

The acreage, according to this table, has decreased every year with
the exception of 1949. In 1956, acreage planted to cane will be only
247,000 acres, in contrast to 336,400 acres in 1948.

But sugar production has increased since 1948 from 477,000 tons to
roughly 580,000 tons in 1955. You gentlemen can readily see that
with a decrease in acreage of about 50,000 acres, the production of
sugar has increased by over 100,000 tons since 1948.

(The table above referred to is as follows:)

Production Yield per Production Yield per

Acreage ! Acreage !

Year (1,000 tons acre 7 (tons Year (1,000 tons acre 2 (tons
(1,000 acres) sugar) sugar) (1,000 acres sugar) sugar)
1948.... 336. 4 477 1.418 || 1953__.. 345.7 630 1. 822
1949 ___ 340.0 521 1.532 || 1954...- 305. 3 611 2.001
1950____ 336.0 565 1.682 || 1955.___ 283.0 580 2.049
1951____ 341.2 419 2.228 || 1956.... 247.0 Joeemam e mmeeeeeaes
1952. . __ 338. 4 605 1.788

1 Acreage of cane for sugar and seed.
3 Total production divided by acreage of cane for sugar and sced.

Senator ELLENDER. The amount of acreage which mainland cane
producers can plant has been drastically reduced by the Department
of Agriculture. Acreage restrictions were imposed 1n 1954; the acreage
that year was reduced 11.7 percent below the 1953 acreage. A further
cut was ordered for 1955, reducing the acreage 18.1 percent below
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the 1953 acreage. A third crippling acreage reduction has been
announced for 1956 which will bring the acreage to approximately
29 percent below the 1953 acreage.

Senator GEORGE. Are you speaking of cane?

Senator ELLENDER. Yes.

Senator GEorGE. Or cane and beet?

Senator ELLENDER. My testimony is confined to mainland cane.

Senator SMATHERS. Are all these figures that you cite, Senator, in
relation to cane, or cane and beet?

Senator ELLENDER. Cane.

Senator SMATHERS. Just cane?

Senator ELLENDER. Cane acreage; ves. You will have the beet
folks testify after a while, I am sure.

But anyhow, the point I am trying to make is that here we have
been saddled with fixed quotas since 1948, and as I just indicated,
because of technological advances, we have been able to produce
much more sugar on 50,000 fewer acres than in 1948.

In spite of these substantial acreage cuts, the mainland cane area’s
1955 crop will be about 580,000 tons or 80,000 tons over the area’s
marketing quota.

During the period in which the mainland cane area’s production
has consistently exceeded its marketing quota and the area’s allow-
able sugarcane acreage has been progressively reduced, the Nation’s
consumption of sugar has steadily increased. This is indeed a para-
doxical situation.

The sugarcane problem in my area cannot be solved properly by
further acreage reductions. The logical solution is to allow the main-
land cane area, along with other domestic areas, to provide a fair
share of the annually increasing usage of sugar in the United States.

The domestic sugar industry is certainly entitled to the right to
grow in proportion to our country’s growth. The purpose of the
proposed sugar legislation is to grant that right to our domestic sugar
industry on a very moderate scale.

There seems to be a great misunderstanding as to the effect on Cuba
of the present proposed ‘“‘growth formula” which provides modest
quota increases for domestic areas. The Cubans claim they are being
penalized. Such claims are not borne out by the facts.

Under the proposed legislation Cuba’s basic quota remains un-
changed. United States Department of Agriculture figures show that
Cuba’s quota, based on the initial estimate of sugar consumption for
1956, which in this bill provides 8,350,000 tons, 1s 2,808,960. The
only changes in that figure will be upward. Mr. Lawrence Myers,
Director of the Sugar Division, when testifying on this bill when it
was being considered by the House Committee on Agriculture, forecast.
sugar consumption requirements for 1956 of 8,535,000 tons. If that
figure is reached, and well informed trade sources believe that 1t will
be, Cuba would be permitted to sell about 2,889,000 tons of sugar in
the United States market in 1956, in other words an increase of some
80,000 tons over the amount allocated to the Cubans under the
8,350,000 consumption on which the bill is based. _ '

All the proposed “growth formula’” would do 1s to give domestic
producers 55 percent of our annual increase in consumption, with the
other 45 percent going to foreign countries. I do not see how anyone
could object to this. Certainly it would be the height of folly to
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further enrich foreign sugar interests, many of which are giant Ameri-
can-controlled corporations, by draining away the economic lifeblood
of our American farmers.

As this committee knows, the adoption of fixed quotas in the 1948
act for domestic sugar-producing areas, both cane and beet, was never
intended to be a permanent thing. On the contrary, the assignment
of fixed quotas for these areas was based on a fixed figure, and the
bulk of our increased consumption was allocated to Cuba only as a
temporary expedient, designed to permit our Cuban friends to adjust
their peak wartime production to more realistic levels. The legis-
lative intent behind the 1948 Sugar Act was twofold. As I have
said, Congress desired first to permit Cuba to adjust her production
to peacetime levels. Second, this adjustment was to be made as
quickly as possible, and was to be consistent with the best interests
of our own producers.

The record of consideration which accompanied the 1948 enactment
was replete with the specific intent that the act should and must be
amended if and when the fixed quota provisions proved burdensome
to domestic producers.

That time has come. Our domestic sugar industry, particularly
mainland cane, is placed in the unfortunate and paradoxical situation
of having to accept constantly increasing acreage cuts even as Ameri-
can consumption increases. Our own sugar industry is not being
permitted to grow as our Nation grows. I believe that a sober
examination of the effect of the 1948 act will demonstrate that, with-
out exception, our own farmers are, in effect, receiving inequitable
treatment—treatment which can no longer be defended, much less
justified.

The bill presently before this committee 1s a good bill; it is fair to
all concerned. First, our own farmers will be guaranteed the right
to grow as our Nation grows, something which they already have been
too long denied.

And, may I state that what we seek to incorporate in this bill was
in the law prior to 1948, but only in a little different way, particularly
with respect to Cuba.

Second, Cuba’s basic quota will not be reduced 1 pound; on the
contrary, our Cuban neighbors would receive a substantial share of
the constantly growing American sugar consumption. Third, the
strengthening of our domestic industry, in accord with the traditional
congressional concept governing sugar legislation, will assure our con-
sumers of an ample supply of sugar at reasonable prices.

I urge the committee to quickly report this bill, and to free domestic
producers from the fixed-quota fetters which experience of the last
4 years has clearly demonstrated to be unfair, inequitable, and con-
trary to the best interests of all concerned.

The CuairmMaN. Thank vou very much, Senator Ellender.

Any questions?

Senator SMATHERS. I would like to ask one question, Senator.
When was the first year that United States cane sugar producers
were able to produce up to the quota which had been authorized?

Senator ELLeNDER. The first year?

Senator SMATHERs. Yes; when was the first vear that they were
able to produce up to the quota which they had been authorized?

71579—56——-2
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Senator ELLENDER. Well, let’s see. The quota was changed in
1948, as you remember, up to 500,000 tons from, as I recall, an aver-
age of 464,000 under the old act. We had a percentage quota, as
you know, under the 1937 act.

Now, the first year under the present act was, of course, 1948. In
1949, which is the year when the act first really “took hold,” the
domestic sugar producers produced 521,000 tons. They have pro-
d%lced over the 500,000-ton basic quota each year, with the exception
of 1951.

Senator SMATHERS. So starting in 1950, with the exception of 1951,
we have had this surplus domestically, but prior to that time, we did
not have a surplus?

Senator ELLENDER. That’s right.

Senator CarrLsoN. Mr. Chairman, right on that same point, and
on that same table, Senator, on page 2, I noticed you had a bad year,
or something happened. In 1951, you had 341,000 acres and raised
419,000 tons, which in the preceding year was 565,000 and then it
went to 605;000. What was responsible for that great drop?

Senator ELLENDER. We had a freeze that year, Senator. That is
what caused it. I understand that Florida has a little freeze down
there now. I don’t wish them bad luck, but that occurred to us in
1951, and that is why there was a decrease in the tonnage.

Senator CarLsoN. Despite this decrease in tonnage that year,
were you able to take care of the demand?

Senator ELLENDER. Oh, yes, no question about that. We had a
carryover, you see.

The CrAlRMAN. Senator Welker would like to ask a question.

Senator WELRER. Mr. Chairman, May I ask my friend from
Louisiana one question?

Will you, in simple language, please outline to the committee and
to those present, just how our domestic producers are going to be
helped by this bill.

Senator ELLENDER. Well, as you know, we are now tied to a fixed

uota.
1 Senator WELKER. I understand.

Senator ELLENDER. Now this bill will simply give us a share in the
increased consumption due to increased population.

Senator WELKER. Yes. Can you tell us how much that share will
be?

Senator ELLENDER. Well, as I recall, consumption has increased on
an average of about 150,000 tons of sugar per year, as I recall the
figures.

gWhat will happen is this: 55 percent of that 150,000 tons will be
distributed among the domestic producers, which of course includes
the beet and cane areas in the United States. This will occur
immediately.

You see, the bill as we had it before this committee last year,
provided that the domestic growers, principally the cane growers,
would get & larger share of the increased consumption for the first year.
As I recall, the amount that we had in our own bill was much less
than that fixed in the present bill of 8,350,000 tons, and it is supposed
that in this year, the consumption as I indicated a while ago will be
8,535,000 tons.
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Now the difference between those figures and the 8,350,000 fixed in
the bill is about 185,000 tons. Fifty-five percent of that difference
would be distributed among the domestic producers as fixed in the
bill, with the beet people receiving a certain percentage of it, the cane
people a certain percentage of it, and then Puerto Rico a certain
amount, and the Virgin Islands a certain amount. Thereafter, as
consumption grows, due to increased population, the sugar will be
distributed among the domestic cane producers on a basis of 55
percent, and it will be in proportion to what each is allotted under
the quota system.

Senator WeLkER. Senator Ellender, do you feel that this bill
protects the domestic sugar producer sufficiently, or do you feel it is
a compromise?

Senator ELLENDER. Well, Mr. Chairman, may I say, if it were
left to me I would certainly try to obtain a little more for our domestic
producers. I think they are entitled to it. But this, I figure, is a
compromise. lIn essence, it is this or nothing.

I have worked with the Department of Agriculture and with the
members of the State Department on this, and this compromise was
arrived at.

Although I personally believe that the domestic cane growers ought
to get a greater quota than is provided in this bill, in fact quicker relief,
1 am willing to go along as being the best we can obtain at this time.

Senator WELKDER. Thank you, Senator.

Senator GEORGE. For how long does this bill run?

Senator ELLENDER. Until 1962.

The CHairmMaN. Thank you very much, Senator.

The next witness is Senator Watkins of Utah.

STATEMENT OF HON. ARTHUR V. WATKINS, UNITED STATES
SENATOR FROM THE STATE OF UTAH

Senator Warkins. Mr. Chairman, I have another committee to
attend in a few minutes; in fact, it is in session now, and I wanted to
appear and present a statement in support of an amendment which
I think is in the committee print, which is to be proposed by Mr.
Bennett and others to the House bill which is now before the
committee.

I ask permission now to insert this statement in the record.

The CualrRMAN. It will be received, sir.

(The prepared statement of Senator Watkins is as follows:)

STATEMENT OF SENATOR WATKINs (UtaH)

Mr. Chairman, I sincerely appreciate the opportunity the Finance Committee
has extended to me to appear here this morning in support of the committee print
amendment proposed by Mr. Bennett to H. R. 7030, to amend the Sugar Act of
1948. I shall be brief, and, therefore, will limit my testimony to the discussion
of but a few major reasons why this committee, the Senate, and the House of
.Representatives should amend the Sugar Act so as to provide American farmers
a larger share of the production needed to meet our growing consumptive sugar
requirements.

The demand for sugar, Mr. Chairman, as we all know, has continued to increase
as our population has increased. One authority has estimated this increase to be
135,000 short tons, raw value per year based upon an annual 2.5 million addition
to total population, which has been the annual increase for several years. Per
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capita, sugar consumption has also increased over the years from 18 pounds to:
96.2 pounds during the period 1860-1954, which also saw our total population
increase from 31.4 million to some 164 million.

So that the committee may have a concise but comprehensive picture of the
domestic sugar industry, which will be affected by the action it takes, let me digress
just a moment and call these facts to your attention.

1. Sugar beets are grown as a cash crop in 22 of our Western and North
Central States on some 27,965 farms. In 1954, the latest year for which
ggléagég figures are available, the total farm value of the beet crop was $185,--

,000.

2. Sugarcane grown for sugar was grown as a cash crop on 3,908 farms in
Louisiana and Florida during 1954 with a total farm value of $55,713,000.

3. In 1955 there were some seventy-odd sugar beet factories in operation,
57 cane mills, and some refineries. The investment inland, plant and equip-
ment., which this part of the sugar industry represents, totaled over one-third
of a billion dollars.

4. Some 30,000 seasonal workers are given employment during the planting
and harvesting season: some 70,000 plant workers depend for a livelihood
upon the production of domestic sugar; and some 50,000 producers depend
upon sugar beets and cane for a large part of their cash income.

5. Domestic consumers have benefited pricewise from the operation of
the Sugar Act and domestic sugar production. For example, I should like
to point out that whereas sugar cost 13.5 cents per pound in 1870, we con-
sumers paid only 8 cents per pound in 1953. Relative to other food prices,
sugar prices have risen less since 1940. According to the Bureau of Labor
Statistics wholesale price index the combined 1952 price of all foods was
254 percent of the 1940 prices; sugar by comparison was only 195 percent of
the price prevailing in 1940.

Now, Ar. Chairman, I should like to take a minute or two and point out the
importance an expanded domestic sugar beet indvstry has to western agriculture.
As you know, one of the major problems which has served to help pile up the
burdensome 7 billion surpluses. which the Commodity Credit Corporation now
has on hand, is that a great many farmers lack substantial diversified production
opvortunities.

They continue to produce the same crop regardless of the price received,
regardless of supplies already on hand, and regardless of what it does in the way
of mining our soil resources.

In western agriculture, Mr. Chairman, the growing of sugar beets is important
in maintaining diversified or rotation farming. This is so because—

1. Sugar beets return everything they take from the soil. They serve to
promote soil equilibrium when grown in rotation with hay, grains, and
legumes. The extensive root system often reaches 6 or 8 feet deep, and, of
course, when the beets are dug the bulk of their root system—a ton per acre
it is estimated—is left to rebuild the soil resources.

2. As you know the major agricultural industry of the intermountain area
is livestock production. In Utah, farmers derived in 1954 some 70 percent
of their income from that source compared to a national average of 55 percent.
The byproducts of beet sugar—tops, molasses, and pulp—provide a rich and
very necessary source of supplemental feed for livestock in an area generally
considered to be a deficit feed area. Experiments carried out at our western
State experiment stations show that the byproducts from 1 acre of beets, if
properly fed, will produce 300 pounds of meat.

I should like to point out, Mr. Chairman, in this connection that per capita
beef consumption has increased some 24 pounds since 1950.

The Department of Agriculture estimates that by 1960 we will need 2 billion
more pounds of meat each year if our projected population requirements are to
be met. This will require more feeder livestock for finishing in the Midwest and
on the west coast. As you know, the bulk of cattle in our area is not slaughter
cattle, Rather the great ranges of our mountains and desert areas primarily
produce feeder cattle. But in order to build larger breeding herds to meet future
needs more feed is going to be required especially for winter feeding. It is in this
respect that the byproducts of sugarbeets—tops, pulp, and molasses—play such
an important role. Greater amounts will be needed in the future and this requires
obviously a larger acreage allotment for the production of domestic sugar beets.
I should like also to point out that the bulk of the grains, legumes, and hay pro-
duced in rotation with sugar beets in the Western States are likewise fed to -
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livestock. They do not find their way to Government warehouses in any appreci-
able quantity.

The present Sugar Act quota provisions, however, Mr. Chairman, restrict the
domestic beet area’s production to only 1,800,000 short tons, raw value based
upon an annual estimated need of 8 million short tons raw value, although the
actual distribution required to meet our needs actually exceeded this statutory
estimate of 8 million tons in 1952, 1953, 1954, and 1955, respectively, by 104,000
tons, 485,000 tons, 186,000 tons, and 373,000 tons, none of our own domestic
areas could supply under the Sugar Act of 1948 any of this sugar needed to meet
our actual needs. Unless this quota is adjusted upward, and I am of the opinion
that the committee print is a start in the right direction, the following adverse
effects upon western agriculture and the Nation as a whole will readily become
more apparent:

1. Decline in farm income, a matter I want to discuss further in a moment.

2. Less, not more, diversified agriculture with continued loss of flexibility
in planting alternatives and less opportunity for farmers to take advantage
of more favorable prices.

3. Continued deterioration of our soil and water resources at a very time
when all of us are interested in maintaining soil fertility for future use.

4. Adverse effect upon livestock production for future projected needs.

The present law, then, Mr. Chairman, serves to deny domestic beet and cane
producers an opportunity to expand, to grow, and to develop. This restriction
upon acreage in the beet areas coupled with technological progress in beet farm-
ing has served to work real hardships on farmers at a time when every sector
of the economy except agriculture is enjoying unprecedented prosperity and
economic growth.

New seed strains, use of fertilizers, better methods of cultivation resulted in an
increased yield per acre from 13.6 tons in 1948 to 16 tons in 1954. Expressed
another way, the average vield, raw value, per planted acre for the 3 years ending
in 1950 was 1.92 tons. For the 3-vear period ending in 1954, that vield per planted
acre increased to 2.2 tons—a 15-percent gain. The effect of technological de-
velopment on output is éasy to see. For example, the acreage of sugar beets in
1954 was 878,000 acres, yet the production was 1,998,000 short tons, raw value—
198,000 short tons in excess of its quota.

This has necessitated a decrease in the acreage allotment required to meet the
domestic beet areas quota of 180,000 tons raw value. For example, the beet
acreage in 1954 was 944,000 acres and for 1955 it was set at 850,000 acres—a 10-
percent decrease.

Because of acreage restrictions, two adverse situations h~ve resulted:

1. Acreage released from sugar beet production have been diverted to the
production of other crops many of which were already in surplus and which
were under price support during a period which saw the parity ratio fall
from 92 percent in December 1953 to 80 in December 1955.

2. Large numbers of farmers have simply had to stop producing beets
because their allotments are so small that it is not economical to produce
them. Labor costs are too high if the beets must be hoed, thinned, and
topped by hand, and it doesn’t pay to buy expensive mechanical equipment
to do these jobs unless it can be applied to the optimum sized land area
which can reduce per unit costs of output to the lowest possible point.

Yet on the other hand, acreage restrictions and low prices for other alternative
crops has created a great demand by farmers for an adequate proportionate
share of the domestic sugar hbeet quota, in excess of the size they can get under
the quota now allotted to the beet area.

When farmers have crop production alternatives, farmers choices are largely
determined, other things being equal—resources, know-how, etc.—by the price
relationship between these various alternatives. When one examines these
relationships in terms of the farm price as a percentage of the parity price it is
not too difficult to see why farmers in our domestic beet areas are demanding,
and I believe rightly so, an opportunity to grow beets.

For example, while the price of sugar for the years 1948-54 has averaged 93
percent of parity as of November 1955 the price of sugar stood at 98 percent of
parity. Compare this with the parity prices of other crops grown in rotation
with sugar beets:

1. Barley: Parity price has declined from 81 to 69 percent of parity 1954
to 1955.

2. Oats: Parity price declined during the same period from 88 to 74
percent of parity.
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3. Grain sorghums declined from 87 to 69 percent of parity.

. 41.95PSotatoes: Parity price has declined from 70 percent in 1954 to 57
in .

5. Beans from 93 to 73 percent of parity.

Certainly, Mr. Chairman, this committee can recognize the need in light of
the sober facts I have presented this morning to permit American farmers to
supply a larger percent of our domestic sugar needs than that permitted by the
Sugar Act of 19487 Farmers caught in a cost-price squeeze as they have been
since soon after the end of the Korean war, ought to have the greatest possible:
freedom and flexibility to produce those commodities in growing demand, which
offer the best income alternative. The production of sugar beets as these figures
indicate is one such bright alternative.

I believe, Mr. Chairman, that the least the Congress can do to assist these
farmers is to provide for the modest increases in the domestic quota provided by
the committee print. This provides, as you know, that 55 percent of the amount
by which the Secretary of Agriculture’s annual estimated needs exceeds 8,350,000
short tons, raw value shall be added to the basic quota now provided in the
Sugar Act of 1948 as follows:

1. Of the first such 165,000 tons; 51.5 percent is to be added to the basic
sugar quota of 1,800,000 tons of the beet area, and 48.5 percent to the basic
quota of 500,000 tons of the cane area.

2. The next 20,000 tons is to be added to Puerto Rico’s basic quota of
1,080,000 tons.

3. The next 3,000 tons to the Virgin Islands basic quota of 12,000 tons.

4. If any remains of the 55 percent of the amount by which the Secretary’s
estimated needs exceeds 8,350,000 tons it is to be apportioned on the basis
of the basic quotas of the domestic suppliers.

Thank you for vour attention and your courtesy.

Senator WaTkins. Thank you very much.

The CratrRMAN. The next witness is the Honorable Mrs. Joseph R.
Farrington, Delegate from Hawaii. Mrs. Farrington, we are very glad
to have you appear before the committee.

STATEMENT OF HON. ELIZABETH P. FARRINGTON, DELEGATE TO
CONGRESS FROM THE TERRITORY OF HAWAII

Mrs. FarrinaToN. Mr. Chairman, my name is Elizabeth P. Far--
rington. It is my privilege to represent the Territory of Hawaii as
Delegate to Congress.

I wish to register my support of the position taken by the domestic
sugar producers before your committee in favor of the amendment to-
H. R. 7030 by Senator Bennett set forth in committee print dated
January 13, 1956, now under consideration by your committee.

In anticipation of any questions that you gentlemen may have fol-
lowing my statement, I would like to say that I am not an expert in
the field of sugar technology, but there are those here in the audience
to answer those questions, if you care to have them answered.

The Territory of Hawaii has need to participate with the other
elements of the domestic sugar industry in the increased growth of
sugar consumption in this country. During this past year, 1955,
Hawaii produced 1,140,000 tons of sugar which is 43,000 tons over
the combined mainland and local sugar quota permitted to be mar-
keted under the Sugar Act of 1948, as amended.

It is anticipated that this year’s crop will be larger than that of last
year, and, as of this date, is estimated to produce 1,170,000 tons. This
production has been attained in spite of the fact that in the Territory
of Hawaii there is almost no opportunity for expansion of sugarcane
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acreage. In fact, the actual acreage has shrunk in the past two
decades. The total area planted to sugarcane in 1935 was 246,491
acres. In 1954 the acreage in sugarcane was down to 220,138 acres.
The increase in total production is mainly due to the advances in
sugarcane technology and availability of new higher yielding cane
varieties which have resulted in more efficient agriculture and increased
per acre production. Furthermore, the complete adjustment to
mechanization of field operations has now been in large part effected
and is reflected in increased yields.

The high level of agricultural efficiency in Hawaii is demonstrated
by the fact that during the period from 1935 to 1954 sugar yvields per
acre increased from 7.82 to 10.02. It is this demonstrated ability of
the Hawalian producers to take advantage of the results of the out-
standing research of its own experiment station that has enabled the
industry not only to survive, but to provide its employees with the
higher standard of living which comes from the pavments of the
hlghest year-round wages of any agricultural area. The average
daily earnings for nonsuperv1sory employees In 1955 was $10.64 per

—hour day. If Hawal is to continue to have the advantage of 1m-
proved technology through research and through the development of
outstanding new varlemes, which will result in an increased per acre
production, it can do this only through sharing the growth of the
American sugar market as provided in the bill.

I should like to take this opportunity, Mr. Chairman, to point out
that in recent years there has developed a corps of some 2,000 inde-
pendent sugarcane farmers in Hawaii. This favorable development
has been encouraged by the plantation producers.

In Hawaii sugarcane agriculture is based on a 2-year crop. This
means that sugarcane fi elds being started at this moment will not
be harvested until 1958. Because of the complexity of sugarcane
agriculture, particularly on a 2-yvear cycle, it 1s imperative that
Hawaiian sugarcane farmers have the advantage of as early legislation
as possible to enable them to soundly make their plans.

Mr. Chairman, I recognize the critical inventory situation which
prevails in the other domestic areas. We realize that their imme-
diate need for relief is pressing, and when those immediate needs are
met, Hawaii itself needs, and expects, to share pro rata with its
sister areas in the domestic industry in the increase in the sugar
market as provided in the amendment to H. R. 7030 now under
consideration, and I wish to place myself on record in support of its
passage.

The CrAairMAN. Thank you very much, Mrs. Farrington, for your
contribution.

Any questions?

(No response.)

The CHAIRMAN. Our next scheduled witness, the Honorable True
D. Morse, the Under Secretary of Agriculture, "has been detained at
the White House Cabinet meeting. We shall, therefore, proceed to-
tlfleS next witness, the Honorable Henry F'. Holland Assistant Secretary
ol State.
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STATEMENT OF HENRY F. HOLLAND, ASSISTANT SECRETARY OF
STATE FOR INTER-AMERICAN AFFAIRS; ACCOMPANIED BY
LAWRENCE MYERS, DIRECTOR, SUGAR DIVISION, UNITED
STATES DEPARTMENT OF AGRICULTURE, AND PAUL E.
CALLANAN, INTERNATIONAL RESOURCES DIVISION, DEPART-
MENT OF STATE.

Mr. HoLrLanp. Mr. Chairman, my name is Henry Holland. I am
Assistant Secretary of State for Inter-American Affairs.

I am here to testify on behalf of the document that has been identi-
fied as a committee print, prepared at the request of Senator Bennett.
My statement is as follows:

Sugar is of such great importance in United States relations with a
number of foreign countries, particularly the Latin American countries,
that the State Department is especially appreciative of the opportunity
to comment on the legislation which you are now considering.

The Department’s general position on sugar legislation is contained
in its report on S. 1635, which was filed with the chairman of the
committee on June 22, 1955. As certain sections of that report are
no longer applicable, I shall not take the time of the committee by
reading it into the record. I do request, however, that it be made a
part of the record, and I hope that the members of the committee
may be able to find time to read it.

As the committee is aware, the present Sugar Act provides fixed
quotas for domestic sugar-producing areas and the Philippines.
These total 5,424,000 tons. The difference between this total and the
total amount of sugar which we consume in the United States is
supplied by foreign countries other than the Philippines. These
countries might be called the residual suppliers. Among the residual
suppliers, Cuba’s share is 96 percent; that of the others, 4 percent.
That is under the existing law, Mr. Chairman. The present act is
now scheduled to expire January 1, 1957.

When sugar legislation was under consideration by the House Com-
mittee on Agriculture, the executive branch made the following
recommendations with regard to quotas:

1. That the provisions of the present act apply up to the level of
8,350,000 tons.

2. That beginning January 1, 1956, increases in consumption above
the level of 8,350,000 tons be divided 55 percent to domestic producers
and 45 percent to Cuba and other foreign countries, excepting the
Philippines, whose fixed quota was established under the Philippine
Trade Act. These foreign countries other than Cuba and the Philip-
pines are commonly referred to as the “full-duty’ countries, inasmuch
as the full tariff duty is paid on all sugar imported from them.

3. The executive branch recommended further that beginning
January 1, 1957, the expiration date of the present act, the Cuban
share in that portion of increased United States consumption allocated
to foreign suppliers be reduced from 96 percent to 60 percent, and that
the share of the full-duty countries be increased from 4 percent to
40 percent. .

4. Finally, the executive branch recommended that the relative
share of the major full-duty countries be determined on the basis of
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their participation in our imports of sugar from such countries during
the period 1951-54.

The bill approved by the House of Representatives differs in several
important respects from the recommendations of the executive branch.
I should like to comment briefly on these.

1. Dividing increases in consumption between domestic producers
and foreign producers: The bill approved by the House would divide
increases in consumption 50—-50 between domestic and foreign pro-
ducers. The State Department supports the recommendation which
the executive branch made to the House Agriculture Committee, and
1s making to this committee, that domestic producers should share
to the extent of 55 percent in increases in consumption above the level
of 8,350,000 tons.

I should like to emphasize one very obvious point in this connec-
tion, however, and to point out two of its implications. The 5545
division between domestic and foreign producers allows foreign coun-
tries to supply less sugar than would the 50-50 division approved by
the House. This means that it is especially desirable, from the foreign
policy viewpoint (1) that the Senate accord as favorable treatment to
foreign producers in other respects as was accorded by the House; and
(2) that it is even more necessary than it was in the House that the
division of the foreign share of increases in consumption among foreign
producers be made on the basis of an equitable standard which can be
applied as uniformly as possible among the interested countries. The
problem of allocating quotas among foreign countries is, at best, a
very complex one and involves choices as to base periods and standards
that are subject to differences of viewpoint. The simpler and more
understandable the standards, the more likely it is that these differ-
ences will not become serious.

2. Dividing the foreign share of increases in consumption between
Cuba and the full-duty countries: As was indicated earlier, the execu-
tive branch recommended that 60 percent of such increases be allocated
to Cuba and 40 percent to the full-duty countries. The bill approved
by the House would give the full-duty countries a statutory quota of
175,000 tons for 1957 and would allocate to them an additional 45,000
tons out of increases in consumption each year thereafter. The
difference, if any, between the foreign share of increases in consump-
tion and the annual increment of 45,000 tons going to the full-duty
countries would go to Cuba. This would, on the average, probably
be about one-third the amount received by the full-duty countries.
Cuba’s share in some years might prove to be nothing, and the Depart-
ment of State firmly believes that Cuba should not be placed last in
line for a share which may or may not materialize.

It is the view of the Department that it would be unwise to allocate
to the full-duty countries more than 40 percent of the foreign share of
increases in consumption during the period of the bill. The Depart-
ment is opposed to any larger increase, expecially in view of our normal
dependence on Cuba for emergency supplies of sugar and the current
depressed economic situation of the Cuban sugar industry, and also
the fact that Cuba is the country which is most directly affected by
the increase in the domestic share.

I should like to call your special attention to the fact that to adopt
legislation less favorable to Cuba than that recommended by the
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.executive branch would mean a further worsening of economic con-
ditions in Cuba. Cuba’s sugar production has already been reduced
from 8 million tons in 1952 to 5 million tons in 1955. Cuba, a small
country with a population of about 6 million is financing a surplus of
sugar well in excess of 1 million tons in addition to necessary carry-
over. The Cuban Government estimates that, because of the cut-
back already made in its sugar production, salaries in the industry have
had to be reduced by approximately 13 percent. The take-home pay
of workers has been reduced by a further 27 percent cut during the
‘““dead season’’ which 1is, of course, now of longer duration because of
the cutback in production. Care is obviously required to avoid action
which would materially worsen Cuba’s present economic position,
particularly since Cuba has always been our largest source of sugar as
well as our most readily expansible source of additional sugar in event
-of emergency.

And I might add, Mr. Chairman, that it is probably known to you
and to the members of the committee that Cuba is our sixth best
customer in the world for United States exports. It is, I believe, the
major customer for a number of our agricultural products, including
beans, ham, lard, bacon, rice, and certain others that don’t come to
‘my mind at this time.

It is the policy of our Government to seek by every effective and
proper means to assist our partners in the hemisphere in strengthening
their economies. We feel that the full-duty countries are entitled
to the economic benefits of increased participation in the United
‘States market. The executive branch has recommended that their
participation in the foreign share of increased consumption over
8,350,000 tons be increased from the 4 percent allowed by the law now
in effect to 40 percent. We must be careful, however, that in seeking
to benefit the full-duty countries, we do not cripple the economy of
‘Cuba, who is likewise an important partner in the hemisphere.

3. Dividing the share of the major full-duty countries among such
countries: As was indicated earlier, the executive branch recom-
mended that the relative shares of the major full-duty countries be
determined on the basis of their participation in our imports of sugar
from these countries during the period 1951-54. So far as is known,
the bill approved by the House follows no uniform standard in
allocating the quotas among this group of countries. The allocation
appears to have been based initially on their relative participation in
exports of sugar to the world, including the United States, rather
than on exports of sugar to the United States. Adjustments appear
to have been made from this base, however, which substantially
increase the quotas of some countries and reduce the quotas of other
.countries. The basis for these adjustments is not known to the Depart-
ment.

I should like to urge this committee to support the following
recommendations of the executive branch which we understand have
been incorporated in a committee print: (1) That beginning January
1, 1956, domestic producers should benefit to the extent of 55 percent
and foreign producers to the extent of 45 percent from increases in
consumption above 8,350,000 tons rather than on a 50-50 basis, as
is provided in the House bill; (2) that beginning January 1, 1957,
‘Cuba should receive 60 percent of the foreign share of increases in
.consumption. The House bill gives to Cuba whatever excess in the
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foreign share may remain after giving to the full-duty countries
175,000 tons in 1957 and an additional 45,000 tons each year there-
after and (3) that the relative shares of the major full- duty countries
be determined on the basis of their relative participation in our
importation of sugar from such countries during the most recent
4-year period, 1951-54, rather than on the undefined basis provided
for in the House bill. As I have suggested earlier, these recommenda-
tions would provide for a smaller participation by foreign countries,
and a larger participation by domestic areas, in increases in con-
sumption than are provided for in the House bill. They would,
however, in the opinion of the State Department, provide for a more
reasonable and a more defensible distribution of the foreign quota
among foreign countries.

I believe that the recommendations of the executive branch regard-
ing sugar legislation reflect one of the finest bipartisan aspects of
United States policy in this hemisphere, that is, our desire by every
practical means to expand and strengthen inter-American trade.
As you know, the major part of our sugar imports come from Latin
America. The enormous trade now being carried on between the
nations of this hemisphere is one of the principal factors which ac-
count for the amazing economic progress that is going on in Latin
America. It is also an important factor in our own prosperity.
Twenty-seven percent of all our exports are sold in Latin America,
more than in any other comparable area of the world. Thlrty-four
percent of all our imports come from the Latin American Republics.
About 37 percent of all United States direct investment abroad is in
this area. The benefits to all of us of protecting and increasing this
great volume of trade are obvious.

Wherever it is possible, consistent with our national interest, we
must resolutely resist all attempts to reduce inter-American trade or,
speaking more broadly, international trade, whether by increased
tariffs, reduced quotas, or other restrictive devices. But, in our own
mterest we must do more than merely protect enstmg levels of
inter-American trade. We must undertake to expand and strengthen
it. This means that we must find ways to increase our imports of
Latin America’s products. This is true because the level of our im-
ports is the limiting factor in our inter-American trade. The dollars
that Latin America earns by selling its products in our markets are
the same dollars that she uses to pay for our exports. Therefore, as
we import more there is a balancing increase in our exports

The proposal of the executive branch protects the existing access
of every Latin American sugar-producing country to our market, and
prov1des that their sales in this market shall grow in the future nght
along with those of our own domestic producers.

May I, in closing, again thank you for the opportunity to appear
before you to express the views of the State Department on the very
important legislation which you are now considering.

The CuarrMAN. Thank you very much, sir, for your testimony.
Any questions?

Senator FREAR. I have some, Mr. Chairman, when my turn comes.

The CHAIRMAN. Proceed.

Senator FrEaArR. Mr. Holland, it is nice to see you before this
committee this morning. I think the Latin American countries are
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very happy that you take care of them as far as“our State Depart-
ment 1S concerned, in the position which you hold with the State
Department, and I think that it is a great advantage to this country
to have you in that position.

I assume that in your position with the State Department you
have worked closely with the Department of Agriculture on this
sugar bill; is that true?

Mr. Horranp. Ihave conferred with representatives of the Depart-
ment of Agriculture on a number of occasions; yes, Senator.

Senator FREAR. So that in making your recommendations of allo-
caflon, that is consistent with the views of the Department of Agri-
culture.

Mr. HorranDp. I believe so. There will be an Agriculture witness
here before you this morning.

Senator Frear. Our exports to Latin American countries, as you
state, are paid for in dollars by our exports to those countries.

Mr. Horranp. By dollars that they earn through their exports to
us, that is what the Senator means? Yes, sir; I believe that 1s gen-
erally true.

Senator FREAR. Sir, do you think that it would be wise to restrict
or limit the production of sugar in this country that would, by doing
that, benefit our Latin American countries, by earning more dollars to
buy more of our exports?

In reality what the question means is that we could deplete or re-
duce the dollars earned by our domestic farmers in sugar and beet
production, but increase the dollars earned by perbaps the manufactur-
ing industry in the United States.

. Horranp. That was a rather long question. I will try to
answer it as directly as I can by saying this:

Under the legislation presently in effect, our domestic producers
of sugar are limited by a fixed quota. The Department of State sup-
ports the committ ¢ print to which I have referred, and which con-
templates that hercafter our domestic producers will receive the benefit
of 55 percent of all future increase 1 consumptien of sugar in the
United States abeve the figure of 8,350,000 tons.

I am unable to agree, Senator, if your suggestion is that the Depart-
ment of State is suggesting the restriction of our domestic industry,
because I believe that the facts to which I have just referred are in-
consistent with that suggestion, and I believe, though I am not cer-
tain, that the domestic industry likewise supports the proposal that
is set out in this committee print.

Senator FrREAr. Well, you are concurring with the desires and the
wishes of the domestic producers, so far as the State Department is
concerned.

Mr. HorLanp. I am concurring with the desire of all domestic
producers who support this committee print, Senator, and I am not
trying to be evasive.

There are witnesses for them here as well this morning, and I would
be a little presumptuous if I were to try to speak for them.

Senator FreEaRr. Perhaps this isn’t the proper question to ask you
as a representative of the State Department, and it might be better
to ask it of the representative of the Department of Agriculture, but
in the State Department, you are aware, as you mentioned in your
testimony here, that we do impose a duty on the importation of sugar
into this country, do we not?
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Mr. HoLLaND. Yes, sir; that is true.

Senator FrREAR. About what in dollars do we receive by way of
duty on imported sugar?

Mr. HorrLanp. I will have to ask for help on that one.

Senator FrREARr. That is all right, we will wait on that one.

Mr. HorLLanp. Mr. Lawrence Myers, Director of the Sugatr Divi-
sion of the Agriculture Department is a walking encyclopedia of
accurate information of that character. He is here, and if he will
help me.

Mr. Mykers. It is about $10 a ton, sir, I believe offhand, so on
imports of 3 million tons it would amount to $30 million.

Senator FrRear. What happens to the $30 million that our Gov-
ernment receives, what happens to that $30 million?

Mr. MyERrs. The $30 million, Senator, goes into our Treasury
Department for all of the general expenses of the Government, along
with our income taxes.

Senator FREAR. Itisnotearmarked for any specific outlay, then?

Mr. MyEers. No, Senator. You may be having in mind a reference
to the processing tax on sugar which is one-half cent per pound, an
excise tax, but that is separate from the tariff.

Senator FREAR. Yes. What happens to that, then?

Mr. Myers. From the proceeds of that tax, which amounts to
about $82 million & year, about $69 million is used to pay for the
Sugar Act payments and the administration of the Sugar Act.

Senator FREAR. What are the Sugar Act payments?

Mr. MyErs. Last year they amounted to $67 million.

Senator FrREAR. Just what are the Sugar Act payments? Who is
the beneficiary?

Mr. MyErs. They are payments that are authorized to be made to
domestic sugar producers, as part of the protection given to them,
and a basis for insuring compliance on their part with the terms of the
program.

Senator FrREAR. Is it a subsidy?

Mr. MyEgrs. It depends on how you wish to term ‘‘subsidy.”

Senator FREAR. In your opinion, is it & subsidy?

Mr. MyERrs. So far as I personally am concerned, I would say that
every bit of protection in any way, shape, or manner is a subsidy.
That happens to be my particular brand of economics. But there
are others who may disagree with that.

Senator FREAR. Do you agree with that statement, Mr. Holland,
that it is a subsidy?

Mr. Horranp. I will adopt Mr. Myers’ answer, which seems to me
to be a very reasonable one.

Senator FrRear. Now, if we go along with this bill that you have
recommended, will it increase or decrease the subsidies to domestic
producers, assuming we use this term as a subsidy?

Mr. HoLranp. If you adopt that definition of a subsidy, Senator, it
would increase it to the extent that the domestic production of sugar
increases through the increased participation in our domestic con-
sumption.

Senator FrearR. Then, since you recommend this, I assume that you
are in favor of subsidies.

Mr. HorLanp. I am in favor of the provisions of this particular
committee print, Senator, and I would prefer to comment on a specific
case, rather than to say that in general I favor subsidies.
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Senator FREAR. Then you favor subsidies for the domestic sugar-
producers.
~ Mr. Horrano. I favor the subsidy as defined here, that is specified
in this committee print.

Senator FrEARr. In our relations on the State Department level
with our neighbors to the south, the Latin American countries, we also-
act somewhat through the United Nations, do we not?

Mr. HoLLaND. The United Nations as an organization is active in
this area of the world, yes, sir; and we act through the United Nations
to the extent that we are one of the United Nations; yes, sir. -

Senator FrREar. Well, is it the policy of the State Department, if
this is a fair question to you, to try to use the United Nations whenever
it 1s feasible or whenever it seems in the best interests in our relation--
ships with the South American countries.

Mr. Horranp. No, sir; I would not say that we used the United.
Nations under any circumstances.

Senator FrREAR. I don’t mean abuse the United Nations, I mean
use the facilities that the United Nations offers.

Mr. Horranp. No, sir; I would not say that we use their facilities,
Senator, and I am not trying to be evasive.

We participate as one of the United Nations in United Nations”
activitles that exist in this hemisphere, and we do not use the United
Nations. We simply participate as a member in their activities con-.
ducted in this hemisphere. "

Senator FREAR. You are interested in any relationship that our
country has with Latin America through the United Nations. You
have a particular interest in that?

Mr. HourLanp. I have an interest in everything that we do in this.
hemisphere, yes, sir; and that would include the area that you refer to.

Senator FrREAR. I apologize to the chairman for infringing on the-
time of the Sugar Act, but there is a question which I would like to
ask, if I may, Mr. Chairman, since the United Nations was brought up.

The CHAIRMAN. Yes, sir.

Senator Frear. Mr. Holland, are you familiar with the appoint-
ment by the United Nations of Mr. Anatoli Y. Melnikov, who is to
administer the Child Welfare Funds in the United Nations Child
Welfare Fund in South America?

Mr. HorLaNnDp. I have heard that there was such an appointment,
and I have requested that precise facts with respect to it be furnished
to me. I expect to get those very shortly, and I shall be happy to
insert them in this record for you if you feel it is pertinent.

Senator FREAR. I will be delighted with that, and 1t will save a
lot of time because I do think it is rather important in our relations.
with South America, and I thank you for going along as well as you
could with the questions.

Mr. Horranp. I am happy to do so, Senator.

Senator FreEAR. That is all.

(The following was later received for the record:)

Following are the facts requested with respect to Melnikov’s appointment to-
the United Nations Children’s Fund (UNICEF):

1. Announcement of first Union of Soviet Socialist Republics contribution

to UNICEF in July 1955.

2. Soviet request for appointment of a Union of Soviet Socialist Republics
national as UNICEF staff member made in early fall, 1955.

3. Prolonged conversations between UNICEF and Union of Soviet Socialist.
Republics delegation during fall on possible Soviet candidates.
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4. First open post occurred in December 1955 as a result of transfer of the
Latin American desk officer to be UNICEF representative in Mexico.

5. Announcement of Melnikov’s appointment to this post in December 1955.

6. Decision by Executive Director of UNICEF in January 1956 to reassicn
Melnikov to a special assistant position in the office of an Assistant Executive
Director which subsequently became available. In this capacity Melnikov will
work on internal matters in the headquarters office of the Children’s Fund.

7. Melnikov is expected to report for duty in February 1956.

The CHAIRMAN. Any further questions?

Senator SmaTHERS. Mr. Chairman, I would like to ask 1 or 2
questions with respect primarily to the 45 percent for what we call
off-shore countries. During World War II, where did the United
States get the bulk of its sugar?

Mr. HoLranp. From Cuba, Senator.

Senator SMATHERS. And at that particular time, were we able, here
in this country, to produce a sufficient amount of sugar to take care
of our own needs?

Mr. Horranp. No, sir.

Senator SMATHERS. Do you recall how much we paid to the country
of Cuba for the sugar which we got during World War II? Was it
the world price or was it a stipulated price?

Mr. HoLLaNDp. It was a stipulated price, less than the world price.

Senator SMATHERS. In other words, during World War IT we bought
from Cuba sums of sugar at a price lower than they could have gotten
on the world market.

Mr. Horranp. That is correct, they sold us sugar at less than they
could have gotten on other markets.

Senator SMaATHERS. Why did they do that? Do you have any
1dea?

Mr. HorLanp. Certainly one of the factors forming that decision
on their part was their desirec to make a contribution to our war effort
through a means that was accessible to them.

Senator SMATHERS. If we were to become involved in another
emergency—of course, we pray that we do not—but where again
would we have to look for our source of sugar?

Mr. Houranp. Certainly one of the sources to which we would
have to look would be Cuba.

Senator SMATHERS. Has Cuba been heretofore the largest producer
of sugar of any of the countries with whom we have been trading?

Mr. HoLranp. Yes, sir.

Senator SMATHERS. Would ‘you say that Cuba is a multiple-crop
country, or would you say it is a one-crop country?

Mr. Houranp. Well, I would have to answer you this way. They
have been and they are a one-crop country. They are making a
courageous attempt to diversify their economy, and they are ach1ev1ng
some success. But the present situation there is still one that you
would have to refer to as a one-crop economy.

Senator SMATHERS. And even though they are a one-crop country,
and that crop is sugar, they nonetheless are fifth or sixth, the fifth or
sixth best customer of ours?

Mr. HorrLanp. They are the sixth best customer in the world for
United States exports.

Senator SMATHERS. How much money do they spend in dollars in
the United States?

Mr. HorLLaNDp. Rather than shooting from the hip, let me get the
exact figure. The answer has been suggested 430 million, Senator.
If I ﬁnd that is incorrect, I will correct 1t in the record.
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Senator SMATHERS. And where do they get these 430 millions?

Mr. HoLuanp. I thought it was nearer 500 million.

(The following was later supplied for the record:)

United States exports of goods to Cuba in 1954 amounted to $428.2 million.
In addition, Cuban tourist expenditures amounted to about $17 millio..

Senator SMATHERS. I thought it was, too.

Mr. HoLranD. But that is in the same ball park. They get that
money, those dollars, through their exports to the United States.
The princigal commodity is of course sugar.

Senator SMATHERS. Do you recall, or have any idea how this $430
million is spent? Is it spent mostly for industrial machinery, things
of that nature, or how is it spent?

Mr. HoLLanD. I have seen a study which indicates, if my memory
does not trick me, that Cuba imports products that benefit some 42
of the 48 States.

I have indicated already that Cuba is not the sixth, but the first
foreign customer for a number of our agricultural exports, and I
enumerated those that I could recall. There are certain others that
I have forgotten. Cuba is also, of course, an important customer for
industrial products, as well as agricultural products.

Senator SMATHERS. Do you know whether or not the sugar pro-
ducers of Cuba today have a surplus of sugar on hand?

Mr. Horranp. In my direct testimony, Senator, I believe that I
said that they are financing today a surplus of more than a million
tons, aside from their normal carryover.

Senator SMATHERS. Now this proposal which you are now making,
how much would that cut Cuba?

Mr. HorLranp. Cuba presently gets 96 percent of all increases in
consumption.

Senator BArRkLEY. All what?

Mr. Horuanp. All increases; this is under the existing law, 96
percent of all increases in consumption.

The proposed legislation would reduce her participation from that
figure to 60 percent of 45 percent, which is, by my own mental
arithmetic, 27 percent.

So she would drop from 96 percent of all increases to approximately
27 percent of increased consumption.

Senator SMaTHERS. Do you consider that a major cut in the sugar
production of Cuba?

Mr. HoLLAND. Senator, it is a drop from 96 to 27 percent. I think
it clearly is a major cut; yes, sir.

Senator BENNETT. Will the Senator yield?

Senator SMATHERS. Yes.

Senator BeNNETT. That is a cut in future prospects. Under this
legislation, Cuba will not lose a single ton that it is presently producing.

Mr. HorLanp. I would like to go further, Senator Bennett, and
recall to the Senator the remark in my direct testimony that the
proposed legislation protects the existing access of every foreign sup-
plier of sugar to this market.

In other words, when we use these figures of 96 percent and 27
percent, we are talking of participation in future consumption or
future growth above existing levels.

Therefore, I repeat, the proposed legislation, as Senator Bennett
indicates, will not deprive Cuba of any of the market that she presently
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enjoys, and upon which she presently relies in planning or in conduct-
ing her economy. It will, however, reduce Cuba’s participation in
future growth above existing levels in the dimensions that I have
indicated. That is, I believe, a precise answer to your question, sir.

Senator BARKLEY. May 1 ask one question right there?

Senator SMATHERS. Yes, Sir.

Senator BARKLEY. What is the present percentage of Cuba, leaving
out any question of increase, the proportion of the offshore supply?

Mr. Horranp. Of the offshore supply? The figure that is in my
mind, and corroborated by Mr. Myers, here, is 33 percent. If I find
that to be inacurate, I will correct it in the record.

Senator BARKLEY. Can you, ofthand, give me what the proportion
is that 3 or 4 other countries have of offshore access? For instance,
Mexico.

I won’t delay the committee. There is probably some witness who
has those figures.

Senator SMATHERS. Mr. Chairman, I think that is very material,
because this committee is going to have to decide on how to distribute
this 45 percent offshore, and I think we might as well get those figures
in the record now.

Mr. HoLranp. Senator, that will take a little computation.

Senator BARKLEY. You will put them in. And also you might put
in the record the proportion of, not Cuba and Mexico, but 3 or 4 other
countries who are shipping it to this country.

Mr. Horranp. We will do that, Senator.

(The following was later received for the record:)

Entries and marketings of sugar tn continental United States from all areas, 1930-55

[Percent]
Do-
Do- . - < Other
Main- Vir- min-
mes- | Phil- El : for-
Year! | tie land | Ha- | Puerto | gin %y " |oypes| 1680 | g1 [ prage Mex- |Nica-| pory eign
beet | caNe | wali | Rico $- | hines Re- | " dor lco ragua coun-
area 2 lands | P pub- L

area lie tries
1930 _.__. 19.3 3.2113.0 121 0.1(11.9139.6] 0.2 (% (O I O 0.1] 0.3 0.2
1931 ____. 19.9 3.1 1148 1.8 | (® |[12.9] 36.8 RS U I C) R IO 0.3 |-ccmccleaaaae .2
1932_____. 20.8 2.5 ) 16.6 14.9 .1]116.3] 28.4 N2 [ . I O PO B, .1
1933. ... 21.5 5.0 15.6 12.5 111971 24.8 R O ®) % I PO .3 .1
1934 _____ 23.8 4.0 14.4 12.3 .1]16.6 | 28.4 10 I P I (O N PR .1 (53
1935. . ____ 23.5 5.1 14.8 126 | (&) 1462921 (O |ooocoofeeoooofomaian|aaaaan O
1936._.---| 20.0 6.0 15.0 13.3 111441308 (9 Jocoooofooaaaofeaaat Q)] .1 .3
1937____.. 18.1 7.2 14.4 13.1 .1]14.431.4 A S OOV PRI N ® .8 .1
1938 ... 21.9 6.8 (13.7 12.2 .1]14.81 20.3 N T PR O T RS .9 .1
1939 ____ 241 78133 151 .1[13.0]258 | .2 oo |occiofoeeon- 1| .51 @
1940 ____ 24.0 6.3 | 14.6 12.4 | . 15.2 | 27.2 D U PURIUN [N PPN RIS .2 25)
1041______ 24,4 5.1 ] 1L3 12. 4 .1}110.6 | 337 ¢ I 0.1 oo femanee 1.4 §)
1042_____. 30.7 7.3 | 13.5 15.0 |- 4 323 [eei i) (O 1 IS A, .7
1943...._. 23.6 7.1 (13.5 9.9 g-‘*) ______ 44.3 1. ® 2 PR ® 1.2
1944______ 16.6 7.4 | 11.6 10.7 ) T PR 52.1 [ [— 20 (SRR PPN PP .6
1945_____. 17.4 7.0 | 12.3 15.1 R U R 46.7 |- oo emme et .6 .8
1946 .____ 24. 4 7.9 (11.2 15.3 S S 40.3 |occei e e e e 8 e C
1947____.. 20.3 4.9110.9 125 | () {------ S0.8 [ e ic e e e .51 (9
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1049____..| 19.6 7.3 1101 14.3 .11 6.9 410 2| & ® 1 1 310
1950 ___.. 21.1 6.3 | 13.8 12.7 1 6.7 39.5 p 2 Q) ® 1 41 ¢
1951.... .. 22.2 5.9 1121 12.2 .1 9.1 38.0 2 e () 2 ORI RO 2 PO
1962 ____. 19.5 6.9 ] 121 12.3 .1[10.7 | 37.6 2 Q) 1 1 41 ®
1953 ... 21.1 6.2113.1 13.5 111121 33. 4 N 3 5) .2 .1 .6 .1
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1 Calendar year basis, 1930-55.
2 Crop-year production, 1930.
3 Excludes sugar imported for foreign claimants as follows: 1942, 144,000 tons; 1943, 446,000 tons; 1944,

262,000 tons; 1945, 337, 000 tons; 1946, 368,000 tons; 1947, 230,000 tons.
] i’rehminary
5 Less than Mo of 1 percent.
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Senator BARKLEY. As I understand you, then, in the past and up
to now Cuba has had about 33 percent of the American market for
offshore sugar?

Mr. HoLranp. 33 percent of the sugar consumed here in the
United States has been supplied by Cuba.

Senator BARkLEY. Well, what percentage of the offshore sugar that
has been sent in has Cuba sent in?

Mr. Horranp. May I compute that exactly and put it in the
record, Senator?
Senator BARKLEY. Yes.

I have been told—it may be utterly inaccurate—that of the offshore,
the 45 percent total, if that is the percentage of offshore sugar sent in,
that Cuba had about 96 percent of that.

Mr. HoLLanp. That is not accurate, Senator, because Cuba has
supplied 96 percent of the increases under the existing law. That
would, mechanically, mean that she would not supply 96 percent.

Senator BArkLEY. She would not have 96 percent of the total
consumption?

Mr. Horvanp. Total supply.

Senator BARxLEY. Total supply; only of the increase from year
to year?

Mr. Horranp. That’s right.

Senator BArRkLEY. What this bill does i1s to cut her participation
in that increase from 96 percent down to about 60?

Mr. Horranp. Down to 27 percent.

Senator BARKLEY. 27; yes.

Mr. HorLanp. That’s correct.

The CraIRMAN. The American producer does not get any of the
growth at present?

Mr. HorLanp. Under the existing law, the United States producer
gets no percentage of the growth. Under the proposed legislation,
the American producer would get 55 percent of the growth.

The CrairMAN. And under the present situation, Cuba gets 97
percent, and the other 3 percent is divided among Mexico

Mr. HoLLanp. 96 and 4.

Senator BENNETT. 96 and 4.

The CHAIRMAN. 96 and 4.

Mr. Horranp. Under the present legislation

The CuarrMaN. What other countries does the 4 percent go to?

Mr. Horranp. The 4 percent which has existed heretofore would
be increased tenfold to 40 percent, and would go

The CuairMaN. I know. But I am speaking of the present situa-
tion.

Mr. Horranp. It goes to such countries as the Dominican Republic,
Mexico, Nicaragua, Peru, Haiti, Costa Rica. There are very small
qua}r:tities furnished by other countries, but those are the principal
of the

The CaairMAN. In the aggregate, that amounts to 4 percent of the
growth?

Mr. Horranp. That is correct, heretofore.

The CralrmaN. Heretofore.

Senator Smathers? .

Senator SMAaTHERS. Now, right on those points, Mexico, of course,
is one of our very best customers, are they not?
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Mr. HorLanp. That is correct; I believe our fourth best customer in
the world.

Senator SMATHERS. Now, how much sugar has Mexico been pro-
ducing up to this point?

Mr. Horuanp. They have been producing, I am advised, about
150,000 tons. Their quota under the existing law had been about
12,000 tons. Under the proposed legislation, it is contemplated that
it would increase to about 250 percent of the present figure.

I have been corrected. Their total production has been in excess of
1 million tons. Their total exports have been approximately 75,000
tons. Their quota in the United States market has been about 12,000
tons, and our best estimates are that this 12,000-ton quota would,
during the period of the contemplated legislation, be increased to well
in excess of 30,000 tons.

Senator SMATHERs. So if this bill is passed, as you recommend,
Mexico’s quota would jump from 12,000 tons up to approximately
30,0007

Mr. HoLLanp. Something in excess of 30,000 tons over the period
of the ball.

Senator SMATHERS. Do you know whether or not Mexico has a
surplus supply of sugar today?

Mr. HoLLaND. The fact that she exports a portion of her production
means that she has sugar for sale over and above her domestic needs.

Senator ‘SMATHERS. But do you know whether or not there is a
backlog of sugar in Mexico that is nondisposable sugar?

Mr. MyEegrs. Nothing serious.

Mr. Horranp. There is no substantial unmarketable surplus being
carried.

Senator SMATHERS. What percent of increase would this bill provide
to Mexico with respect to her exportation of sugar to the United
States? From what figure to what figure?

Mr. HoLranp. I have just given them, Senator.

Senator SMATHERS. I know; but what percent?

Mr. HorrLanp. That would be something more than 2% times. It
would be between 250 and 300 percent of the present quota.

Senator SMATHERS. Of an increase to Mexico?

Mr. HoLraND. Yes, sir.

Senator SMATHERS. Now, let us take Peru, for example. How much
has she been shipping to the United States?

Mr. Horranp. Their quota has been about 56,000 tons, and in the
course of the period of the bill, it is contemplated or estimated that
this would likewise increase to something better than 137,000 tons.

Senator SMATHERS. Now, this recommendation all the way through,
without going into each one of these individual countries, Latin
American countries which vou have named, Is it a fact that all of
these countries with the exception of Cuba would have a substantial
increase In the percentage that they could ship to the United States,
with the exception of Cuba?

Mr. HorrLanp. Cuba would increase very slightly. All of the
full-duty countries, Senator, particularly if you speak percentagewise,
would receive increased quotas in excess of 250 percent of their
present quotas. Cuba, as the recipient of a 27-percent increase,
would likewise receive an annual steady increase, but percentagewise

it would be quite small.
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Senator SmaTEERS. How many of those countries which you call
the offshore full-duty countries are countries which have one crop,
and that crop is sugar, aside from Cuba?

Mr. HoLranp. The importance of sugar, of course, varies among
the full-duty countries. But in none of the full-duty countries would
1t be—none of the full-nuty countries is a one-crop country, and
therefore sugar does not occupy the position of significance in any of
them that it does in Cuba.

Senator SMATHERS. You do not consider the country of Haiti a
one-crop country, and that crop is sugar?

Mr. Myers. I think they have some other crops.

Mr. HoLLanp. Among the full-duty countries, Haiti is a country
where the importance of sugar is greater than that which it occupies
in a number of the other countries. But Haiti has crops produced
for export which are of real significance in the country, coffee, cocoa;
they are getting into the banana business.

Senator BENNETT. Mr. Chairman, I wonder if thelSenator from
Florida would yield for a suggestion.

Senator SMATHERS. Surely.

Senator BENNETT. On page 4 of Mr. Holland’s testimony, he says
that the relative shares of the major full-duty countries will be based
on their participation in the 4-year period 1951-54. 1 think it would
be helpful to the committee if they could furnish us a table showing
the actual tonnage estimated against an increase of 150,000 tons, and
using that as a base, show what tonnage changes there would be.
That is one set of figures I have never seen.

Mr. Horranp. I am advised that a table of that nature, Senator,
will comprise a portion of the testimony of Mr. Morse; is that right?

Mr. Mygrs. Yes.

Senator BENNETT. That is fine, as long as we have it coming to us.

Senator SMATHERS. That is a very helpful suggestion. We will
have that, as T understand it?

Mr. HoLranp. Yes, sir.

Senator SMATHERS. Mr. Chairman, I have no other questions at
this moment.

The CrAIRMAN. Are there any other questions?

Senator BARkLEY. Mr. Chairman. I was deprived of the privilege
of hearing your testimony in chief, because I was called away to
another committee. Maybe you covered this. If you did, you need
not repeat.

Is it true that the domestic producers in the United States are sub-
stantially satisfied with this bill, and it is largely a matter of allocation
of the offshore sugars among the countries that product it? Is that
correct or not? .

Mr. HoLranp. They have spokesmen here, but I believe that I am
accurate, and if I am not, they will surely correct me, when I say
that

Senator BarkLEY. They will. If you are inaccurate, they will do
that.

Mr. HoLLanp. Yes, sir. I think that they support the proposed
legislation that has been identified as Senator Bennett’s committee
print, which covers all of the subjects that you referred to. .

Senator BARKLEY. And to what extent does that committee print
amend the House bill? Maybe you covered that, too.
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Mr. HoLranp. I did, Senator. I would be glad to——

Senator BArkLEY. I will read your testimony. You need not
bother.

Mr. HorrLanD. Fine.

The CrarrMAN. Senator Welker asked permission to ask a question.
If there is no objection, Senator Welker will ask a question.

Senator WELEER. MT. Secretary, the sugar people of my State, as
you know, had this problem before them last year. They had the
feeling in my State that perhaps the State Department was a little
slow in arriving at the basis of your testimony today which precluded
the 1955 producer and processor from taking any advantage whatso-
ever of our increased production and sales.

Can you give me any idea as to why it took so long for the State
Department to come here and help us?

Mr. Hovranp. I think the basis for your question is erroneous,
Senator, because I testified before this committee—you were not
present—last year, and supported precisely the same position that I
have supported here today, and throughout a very substantial part
of last year’s session, according to my recollection, the executive, of
which the State Department is a portion—-and in this case, we were
a very active portion—supported precisely these views. So T think
a person who says that the State Department has obstructed the sub-
mission of this position to the Congress is under some misapprehension.

Senator WELKER. Mr. Secretary, perhaps I was not present when
you testified, but I was present when you were not here——

Mr. HorLanD. I am sure you have been, Senator.

Senator WeLKER (continuing). Many tunes when the sugar in-
dustry of our United States presented their case, and it was stated very
forthrightly that the State Department was holding up this legisla-
tion.

Now, I want to clarify that, and I do not want to try to embarrass
you or the State Department or anyone else.

Mr. HoLrLanDp. You are not embarrassing me in the least, Senator.
I testified, and you were not there—apparently we have not coincided
— T testified before the House Agriculture Committee last year—if I
recall, I was the first witness, or the second—and I testified to exactly
the same position that I have supported here today.

Senator WELKER. Do you remember when you testified before?

Mr. Horranp. I cannot tell you the date.

Senator WELKER. One other question, and I will not bother you
any more. I believe you testified that Cuba had 1 million tons of
sugar that she could not sell; is that correct?

Mr. HorLaNDp. She is ﬁnancm a normal carryover and in addition
an inventory of better than 1 million tons; yes, sir.

Senator WELKER. Do you have any mforma,tlon available as to
how much the domestic sugar producer in the United States is
financing?

Mr. HoLuanp. I think ours is substantially larger, and that is one
of the reasons justifying the increase in the participation of the do-
mestic producer in future increases of consumption in the United
States.

Let me see if I can give you the exact figure.

Senator WELKER. I wish you would, sir.

Mr. Howranp. Do we have it?
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Mr. MyEers. Senator, there is a big problem on that. The figures
do not mean exactly what they seem to say, because in the case of
beets, we have just finished harvesting our crop, and therefore the
carryover in beets would be at a peak of 1,629,000 tons at the begin-
ning of 1955. Mainland cane has a carryover of 396,000 tons.

Now, that approximately 400,000-ton carryover of mainland cane
was far bigger, relative to normal, than the 1,600,000 of beets. Puerto
Rico has a moderate carryover, 163,000 tons, or did have, but I
believe—and I am shooting from the hip now and using memory—
that the beet carryover is about 150,000 tons above normal at the
beginning of 1956, whereas the mainland cane carryover was closer
to 250,000 tons above normal.

Senator WELKER. My concluding question, Mr. Holland—thank
you, sir—I think you stated that Cuba was one of the major purchasers
from the United States of America. Its principal export to us is sugar.

Mr. HorrLanp. Correct.

Senator WELKER. Am I fair in this conclusion, that they receive
money from.us for the sugar to buy that which we send over to them?

Mr. HorLanp. Correct.

Senator WELKER. Notwithstanding the fact that many of our
domestic producers feel that they are in dire trouble?

Mr. HorLaNp. You are asking me whether Cuba receives money
for her exports of sugar to the United States notwithstanding the
fact that many of our domestic producers feel that they are in dire
trouble?

Senator WELKER. That is right, Mr. Holland.

Mr. HoLranp. Cubha receives money for her exports to the United
States, whatever may be the state of mind of producers in the United
States. The administration, and I believe the domestic industry, are
taking into consideration the factor that you have just mentioned
with respect to the attitude of mind of the domestic producer, and
are here hefore this committee today recommending that the share of
the domestic producer be changed from a participation measured by
a fixed quota to a participation in which they will receive 55 percent
of all future increases in consumption of sugar in the United States
above the figure of 8,350,000 tons.

Senator WeLkER. In conclusion, Mr. Secretary, I have in the
hearing room many of the producers and processors from my State,
which i1s a major sugarbeet-producing State, and I can say to you
that thev are very unhappy with the allocation that is proposed in
this bill. They do not figure it goes far enough to help them, and you
caught that when I asked Senator Ellender whether or not this was
not a compromise.

Thank yvou very much.

The CuAIRMAN. Are there any further questions?

(No response.)

The CuairMaN. If not, thank you very much, Mr. Holland.

Senator MaLoxE. Mr. Chairman, Senator Carlson has a question,
and then I have some.

Senator CarLsoN. Mr. Chairman, I have one or two questions.

Mr. Secretary, you mentioned the importance of Cuba for our
surplus of export commodities, and one of them, of course, happens
to be flour, that we have had quite an interest in Cuba in the last
few years, and I notice that our flour exports are dwindling. I assume
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you can put in the record—and I do not have the figures—the amount
of flour that is being exported. But I notice within the last few
years, we, through special concessions such as elimination of income
taxes and duties and several other preferential treatments, have
established a mill at Habana, Cuba. They are milling flour, one-half
of it from the International Wheat Agreement, which has greatly
reduced the amount of wheat that we can export in flour.

Now, I understand that consideration is being given to the con-
struction of another mill under these same preferential treatments
at Santiago.

Now, can we assume that our Cuban friends are going to be as
interested in giving us as favorable consideration and concessions as
we have been to them in this sugar field?

Mr. HoLLaND. Senator, you have caught me on a subject upon
which I am not prepared. I will be very happy to assemble any
information that is accessible to me with respect to the wheat or
flour situation in Cuba and make it available in this record.

I am sorry, I do not have that information with me.

Senator CaArLsoN. Mr. Secretary, I would be very happy if you
would for the record. I believe the statement I made is accurate,
and I would like to have some information on it before I vote on
this legislation.

Mr. Horranp. I will be very happy to prepare a statement for
you, Senator, and put it in the record. Specifically, you want to
know what will be the attitude of the Cubans with respect to the
importation of flour from the United States; is that it?

Senator CarLsoN. And what we can expect from other Latin
American countries if we are going to continue this program and
continue the increasing or giving these concessions; haven’t we a
right to expect some consideration from their side? That is the point.

Mr. HoLLanDp. Yes, sir.

(The following was later received for the record:)

STATEMENT SUBMITTED TO THE SENATE FINANCE COMMITTEE IN RESPONSE TO
SENATOR CaRLsON’s REQUEsT To MR. HOLLAND

With regard to the flour mill established in Habana in 1952, the Department
understands that it was constructed in the interest of diversifying the country’s
economy, a course which has long been considered important if Cuba is to reduce
its dependence on a one-crop system. There has been some preliminary discus-
sion of the possibility of opening another mill in Santiago, Cuba. The Depart-
ment of State is not aware, however, that a definite decision has been reached.
Recent figures of the Department of Agriculture indicate that Cuba’s imports of
both wheat and wheat flour have increased in fiscal year 1955, the latest date
for which figures are available. In fiscal year 1955, Cuba imported 1,597,000
bags of wheat flour valued at $7,369,000 as compared with 1,309,000 bags
of wheat flour valued at $6,888,000 in the preceding fiscal year. There was also
an increase in imports of wheat from the United States during the same period
as 1,621,000 bushels, with a value of $3,600,000, were imported, compared with
1,442,000 bushels of wheat valued at $3,101,000 during the preceding fiscal year.
As was pointed out in Assistant Secretary Holland’s testimony, Cuba, a small
country with a population of only 6 million people, ranks sixth in the entire world
as a consumer of our agricultural products. For many individual products, such
as lard, beans, pork, onions, and dried peas, Cuba is our best consumer.

Cuba’s proximity to the United States, the strong friendly ties which have
existed between our two countries since the days of Cuba’s independence, the
preference shown by Cubans for United States products, and the important role
which Cuban sugar plays in the United States market, are all factors which have
influenced Cuba consistently to consider the United States as its most important
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source of agricultural products. There is every reason to believe that this situa-
tion will continue. It is to be expected, therefore, that the United States exporters
and the United States firms and individuals doing business in Cuba will continue
to receive facilities and treatment equal to those extended by Cuba to other
nations or persons doing business in that country. The very fact that the United
States direct investments in Cuba total more than $700 million would seem to be
testimony of the kind of treatment which our investors have received.

Senator CarLson. That is all, Mr. Chairman.

SUGAR—WORLD PRICE VERSUS DOMESTIC PRICE

The CHAIRMAN. Senator Malone.

Senator MaLoNe. What is the world price of sugar?

Mr. HoLLanp. Three and one-fourth cents a pound f. o. b. Cuba,
I am advised by Mr. Myers.

Senator MALONE. Is that the domestic price here?

Mr. HoLrLanp. That is the world price.

Senator MaLoNe. What do we get?

Mr. HorrLanp. The comparable domestic price, Senator, is approxi-
mately 5 cents.

Senator MarLoNE. One cent and a half difference? However, I had
understood that it was 6 cents per pound or 2¥% cents difference.

Mr. HoLLaNnDp. 1.75 cents difference.

Senator MALONE. I did not mean particularly Cuba. That obtains
on all of the imports. That applies to all of the countries under this
act.

Mr. Horuanp. Yes, sir. That is the world price.

Senator MaLoNE. The world price in Costa Rica would be the same,
apg/}'oximately 3% cents?

r. HoLLaND. As far as our price is concerned, it would be affected
by the point of origin.

Senator MaLoNE. But the world price, a comparable price, would
be 3% cents?

Mr. HoLranp. It would be approximately 3.25, or 3% cents.

Senator MaLoNE. And we pay all these producers what price?

Mr. HorLanDp. The domestic price of sugar, as nearly comparable
as you can calculate it, is approximately 5 cents.

Senator MaLoNE. Five cents—it figures 6 cents.

Mr. HoLLanp. Mr. Myers tells me that is without calculating the
tariff and shipping costs, to get it on a comparable basis with the
figure that I just gave you.

Senator MaLoNE. I am not quite clear yet, but it is not so impor-
tant.

We pay 3% cents for sugar in Cuba and ship it here ourselves?

Mr. Myers. No. We pay about 5 cents for sugar here

Senator MAaLONE. No. I beg your pardon. Strike that out. I
am talking about the world price. In the domestic price, we pay
about 5 cents, according to your statement?

Mr. Horranp. Without calculating tariff and shipping costs.

Senator MaLoNE. Then we pay the freight?

Mr. MYERs. Yes.

Senator MALoNE. Then what is the tariff?

Mr. HoLranD. A half cent.

Senator MALoNE. A half cent?

Mr. HoLLAaND. Yes, sir.
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Senator MaLoNE. Now, we do the same thing with Mexico, Peru,
and Santo Domingo, and all the rest?

Mr. HorLranp. That is right.

Senator MaLoNE. The Philippines?

Mr. Horuanp. There is no tariff on the Philippine sugar, although
the Philippine Trade Act contemplates a gradual increase in the tariff
on their sugar.

Senator MaLoNE. Well, there is no tariff, then?

Mr. HoLLaND. Presently none.

Senator MaLoNE. How does it increase?

Mr. HovLrLanp. It increases by a formula. I think it is 5 percent,
5 percent, and 5 percent, each of the first 3 years.

Senator MALONE. Mr. Secretary, 5 percent of nothing would be
nothing. So what do you start with?

- Mr. HoLranp. The percent relates to the full-duty rate; 5 percent
of the full-duty rate.

Senator MALoNE. What is the full-duty rate?

Mr. Horuanp. A half cent; is 1t not?

Mr. Mvyers. The full-duty rate is 62% cents.

Mr. HorLAaND. 62% cents is the full-duty rate per 100 pounds.

Senator MALONE. And then 5 percent per year of 62% cents per
hundredweight for how many years?

Mr. HorLranp. The formula extends over a 20-year period. It is
not uniform throughout the 20-year period. My recollection is that
itYis 5 percent of the full-duty rate during each of the first 3 years.
But I would be afraid to try to quote the statute from memory beyond
that point, Senator.

Senator MALoNE. Do we have a treaty with the Philippines which
establishes that situation for 20 years?

A Voice. Yes; the Philippine Trade Act.

Senator MALONE. You made the treaty, your State Department?

Mr. HorLranp. It is called the Philippine Trade Act. It is an act
of Congress.

Senator MALONE. We passed the Philippine Trade Act?

Mr. HoLranp. Last year; last spring.

Senator MAaLoNE. And we extended 1t for 20 years?

Mr. Horraxp. That is correct.

Senator MaLoNE. Now, how much of our sugar comes from
Hawaili, how much from Cuba, and how much from the Philippines,
and each of these exporters to the United States at the present time?

Mr. Horranp. Do you want that quantitatively, Senator?

Senator MaLoNE. Percentagewise.

Mr. HorLranp. We have agreed a moment ago to furnish it percent-
agewise.

Senator MaLoNE. Then give it quantitatively.

Mr. HoLLanp. For 1956, it is estimated that the Philippines will
supply 980,000 tons; Hawaii, 1,052,000 tons; Puerto Rico, 1,080,000
tons; Virgin Islands, 12,000 tons.

Are there other suppliers whose figures you want me to give you,
Senator? | «& gt

Senator MaLoNE. Well, Dominican Republic and Peru.

Mr. Horranp. You had said, the Philippines and the Hawaiian
Islands. I will go through the whole list.

Senator MAaLONE. Yes; whoever exports sugar to us.
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Mr. Horranp. Cuba, 2,886,000 tons; Dominican Republic, 29,892
tons; Mexico, 12,398 tons; Nicaragua, 8,472 tons; Peru, 56,224 tons;
Haiti, 2,892 tons; Costa Rica, 1,084 tons ; Formosa, 1,114 tons;
Netherlands, 1,123 tons; Panama, 1,114 tons; Belgium, 182 tons;
British Guiana, 85 tons; Canada, 631 tons; Hong Kong, 3 tons;
United Kingdom, 516 tons.

Senator MaroNe. Now, what does this table show? What is it
prepared to show?

Mr. Horranp. It shows the estimated supply of the suppliers
whom I have listed for the calendar year 1956.

S?enator MaroNE. Is this under the proposed act, or under the old
act?

Mr. HorLraNDp. That is under the proposed act.

Senator MarLone. Now, what would it be under the old act?

Mr. HoLLanp. We can give it to you for 1955, Senator. We
would have to compute it for following years.

Senator MaLonNe. Then give it for 1955, together with what it
would be for 1955 under the new act. We have to have some com-
parable figures.

Mr. Horranp. Why don’t you just let me compute 1956 under the
existing act, and then you will have figures that are directly comparable
to those that I have read to you?

Senator MarLoNe. When will we have them for the record?

Mr. HoLLanp. We ought to be able to get that done today. Surely,
we can put that in this record today.

Senator MaLoNE. So that when it is typed tonight, it will include
that record?

Mr. HoLranD. Surely.

Senator MarLone. Thank you.

Now, Mr. Chairman

Mr. HoLranp. I can do better than I said I could. I can give it
to you under the present act for 1956. I have just been handed the
figures. Shall I read them to you, Senator?

Senator MAaLoNE. Yes.

Mr. HorLanp. Domestic beet

Senator MarLoNE. For the old act, this is, now, for 1956?

Mr. Horranp. Correct. These are foreign suppliers, or offshore
suppliers and foreign suppliers:

Hawaii, 1,052,000 tons; Puerto Rico, 1,080,000 tons; Virgin Islands,
12,000 tons; Philippines, 980,000 tons; Cuba, 2,808,000 tons; Domini-
can Republic, 29,000 tons. I am omitting tons less than 1,000. I
would be glad to read those, too, if you want them.

Senator MavLoNE. Put them in the record.

Mr. Horranp. All right.

El Salvador, 4,000 tons; Haiti, 2,800 tons; Mexico, 12,000 tons;
Nicaragua, 8,000 tons; Peru, 54,600 tons; unspecified countries, those
with that three, five hundred, and so on, 5,852 tons.

Senator MaLoNE. Now, Mr. Chairman, why could we not have
this set of tables from which the Secretary has been testifying all
morning put in the record, because some of us would like to see these
tables for comparison purposes and not have it continually strung out
through testimony?
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Mr. Horranp. Senator, we will fix it for you just any way you
want it.

Senator MaLoNg. That is the way I want it.

Mr. Horranp. I have testified that Mr. Morse, who will follow me,
had made as a part of his record

Senator Marone. Will you have those side by side, so that you can
see what the differences are?

Mr. MyERs. I think, Senator, that the tables show it.

Senator MaLoNE. This does not show it. This table to which you
have just referred does not show it. There are two different tables.

Mr. Horranp. The table that you want, that is, comparing 1956
supply under the existing act and under the proposed amendment,
side by side, will be made today and made a part of the record before
the Senate adjourns, or will be offered by us as a part of the record
before the Senate adjourns.

Senator MaLoNE. So that it appears in this typed record in the
morning, so that we can refer to it?

Mr. HoLranp. Yes,sir.

Senator SMATHERS. Mr. Chairman, may I ask a question, if the
Senator will yield right there?

In addition to supplying it for the record, will you make some extra
copies, so that all of us can see it? We probably will not see this
record for a month or so.

Mr. HoLLanND. Senator, we will be very happy to.

(The following was later received for the record:)

1966 sugar requirements

(1) At the 8,350,000 short ton, raw value, level, as promulgated by the Secre-
tary of Agriculture on December 16, 1955.
No difference between provisions of present act and proposed legislation, viz:

Short tons, raw value

Domestic beet area . - . e 1, 800, 000
Mainland cane area_ __ e eeeeas 500, 000
Puerto Rico. o e e e 1, 080, 000
Hawail_ __ e 1, 052, 000
Virgin Islands__ _ _ e 12, 000

All domestic areas_ - - .. 4, 444, 000
Republic of the Philippines._ - _ . a_a. 980, 000
Cuba - - e mm——mm 2, 808, 960
Peru_ _ e ——————— e 54, 668
Dominican Republie_ _ __ . ___ . 29, 064
MeexiCO. - e 12, 051
Nicaragua - . - e 8, 237
Bl Salvador__ e 4, 355
Haiti_ e 2, 813
Unspecified countries_ . __ o aao. 5, 852

All Foreign Areas__ . __________ o a-. 3, 906, 000

Total . - e 8, 350, 000

(2) The Secretary of Agriculture issued no formal estimate of sugar consump-
tion in 1956 (in contradistinction to the beginning requirements determination of
8,350,000 tons). However, in tables prepared solely to illustrate the effect of
legislative proposals, 8,535,000 tons have been used for 1956. This amount
would be contributed as follows:
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[Short tons, raw value]

Under the | Under pro-
posed legis-
present act lation

Domestic beet area. ..o 1, 800, 000 1,852, 401
Mainland cane 8rea . . oo 500, 000 549, 349
Hawall e e 1,062, 000 1,052,000
Puerto Rico_ e 1,080, 000 1, 080, 000
Vrgin IS AN A . oo oo e e e 12,000 12,000
All domestiC areas e mecamceam———eemaa 4, 444, 000 4, 545, 750
Republic of the Philippines ... . e cececeae 980, 000 980, 000
CUDB e e — e emmme—em——m————— e mmo—e e 2, 986, 560 2, 888, 880
Full-duty countries. oo oo ceccmcccce—e- 124, 440 120, 370
Dominican Republic. o . e ccee e ————ee 30, 802 29, 892

M eXICO .o m i mm—m e —————— e 12,813 12,394

N AT G U - - o e e e e e e e e oo m e mm———mem e 8, 758 8,472
Pert e ——————— e m————— 58,123 56, 224
Bait e e ——————— e e e 2,991 2,802

El Salvador. - e mm—— e 4,631 4,478
Unspecified countries. oo e 6, 222 6,018

All foreign CoUntTieS . oo oo e ececeme e e——cec—cmcoam———- 4,091, 000 3, 989, 250

B3 - 8, 535, 000 8, 535, 000

Senator BARKLEY. Senator, may I break in right there?

Senator MALONE. Yes.

Senator BARKLEY. As I recall from my memory, the reading for
these figures for 1956 under the present law and under this bill, I did
not observe any very great difference between the figures.

Mr. HoLLanp. There was not a very great difference.

Senator BARKLEY. It seems that some of them were identical.

.Mr. HoLraND. There is no great difference because, you see, the
proposed legislation contemplates a distribution of annual increases.
When you are dealing with the first year, you have only 1 year of
increase which is disbursed over the different suppliers in accordance
with the provisions. of the proposed legislation; therefore, the differ-
ence in any particular supplier would not be so great. The greatest
difference in the first year is obviously in the domestic producers, be-
"cause their 55 percent of the contemplated, or the assumed, increase,
is allocated to domestic suppliers.

Therefore, it would produce a more noticeable difference or increase
in their share than would be the case among the foreign suppliers,
where 45 percent is disbursed over a large number of suppliers.

Senator BArRkLEY. Thank you, Senator. I did not mean to inter-
rupt you.

Senator MaLoNE. That is all right.

Mr. Secretary, you noted in 1952, Cuba—was it Cuba that had
8 million tons import, or did I misunderstand you?

Mr. HoLranp. That is correct. I so testified. She produced 8
million tons. That was her production.

Senator MavLoNE. That was her production in 1952?

Mr. HoLraND. Yes, sir.

Senator MALONE. And in 1955 she produced 5 million tons‘?

Mr. HoLLanp. That is correct.
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Senator MaLoNE. Now, do you have a table that shows—the reason
I am going to ask you this is because we only consider the sugar bill
periodically, and while we used to have a sugar plant at Fallon, Nev.,
40 years ago, it has not been there for a considerable time; therefore,
my interest is merely in fair legislation to these States that do produce
sugar.

I am primarily interested in the United States of America, in the
case of cane sugar and beet sugar alike, whatever these States can
logically produce, that they be afforded the opportunity. After that,
then we are interested in our relations with other countries.

Now, do you have a table here which shows the production, that is,
our consumption of sugar, for some considerable time, including the
first Sugar Act?

Mr. HovLLaND. 1934, Senator.

Senator MavLone. All right. The first Sugar Act was passed in
1934. Say from 1930 to the present time, our consumption of sugar,
do you have a table that shows that consumption? Will it be easy
for you to get it?

Mr. Mygrs. Surely. It will be very easy to get it.

Senator MavLone. Now, I am going to ask you for some more figures,
all this for a matter of comparison. We are busy people that can only
give a part of our attention to this bill.

Mr. HoLLAND. Surely.

Senator MaLoNE. How much did we produce in the United States
for these same years, beet and cane sugar, and then how much did we
import and from where? Would that be too much trouble?

Mr. HoLranp. Not a bit. You want a table showing beginning in
1934, when the first act was adopted

Senator MaLoNE. Well, say beginning in 1930, before the act.

Mr. HoLuanp. All right. Beginning in 1930, that will show sepa-
rately and by years cane and beet production of sugar in the United
States, and our acquisitions of sugar from other sources, dividing that
consumption among the different suppliers?

Senator MaLoNE. And the consumption.

Mr. HorraNp. And the consumption.

Senator MavLoNE. For all those years.

Mr. HorLLanp. That will be prepared for you and offered by us for
the record, Senator.

Senator MaLoNE. Fine.

(The following was later received for the record:)




Entries and marketings of sugar in tontinental United States from all areas, 1920-66
[Thousand short tons, raw value]
Other for-
Domestic| Mainland Puerto | Virgin | Philip- Dominican| El Sal- Mex- i
Year! Total | peet area | cane area 3 |L3W8H| “Rico |Islands| pines | CUP%*| Republic | vador Haitl] 7., | Nicaragua | Peru elgrtlrf&un
1920, e eeeee 6,341 1,165 180 550 413 13 146 | 2,881 92 9 2 31 8] 104 747
1921 e b, 419 1,001 334 541 469 6 186 | 2,590 129 4 b 12 8 10 b5
1922, L. 6,813 722 302 568 360 6 276 | 4,527 2 2 I 21 10 3 14
1923 L. 5,827 943 168 619 342 2 238 | 3,426 38 7 4 14 9 60 67
1924 o e eeeeeaea 6, 463 1,166 90 877 393 2 339 | 3,692 8 k2 33 6 32 22
1926 - oo e 68,934 977 142 756 600 11 493 | 3,923 | ooao... 2 .- 2 1 P 20
1926 . eoaC 7,024 960 48 747 659 6 380 { 4,280 { oo 3 (O 6 9 |...-. 25
1927 . e e 6, 809 1,170 72 777 574 6 631 | 3,650 |.oooaao-_- ) I D P 6 |oaaa-- 22
1928 o deeeeeeeee 6, 691 1,135 136 478 674 i1 575 | 3,249 6 s PR PR 8 |-can-- 14
1929 e 7,587 1,089 218 882 507 3 711 | 4,149 1 6 j--o-- 4 . 2 P 14
1930 o oo ceeceeas 6,683 1,293 115 868 809 6 794 | 2,645 11 3 2 |- 6 19 12
193] e 6, 741 1,343 206 998 796 2 872 | 2,482 10 } O PO 17 |} 14
1932 - 6, 313 1,319 160 | 1,048 940 5 1,028 | 1,791 B3 N PSSR I Y PO I 4
b L 2 X 6, 342 1, 366 315 990 793 5 1,249 | 1,573 - 3 T 3 18 | 16 6
1934 e 6, 574 1, 562 268 948 807 5 1,088 | 1,866 ) 3. 2 DRSO PRSI ) O P 8 3
1935, o eecceeaceeaeee 6, 277 1,478 319 927 793 2 917 | 1,830 : 2 DY (S IS P, 6 2
1936 aeaas 6, 833 1, 364 409 | 1,033 907 4 985 | 2,102 b 2 (RO AN, M 1 6 19
1937 . el 6, 860 1, 245 491 985 896 8 991 | 2,155 b/ 2 P (ORI SR, 3 54 6
1938, e 6, 620 1, 448 449 906 815 4 981 [ 1,941 '+ [ . 2 ISR 5 57 6
1939 e 7, 466 1,809 587 996 | 1,126 6 980 | 1,930 18 || 4 39 1
1940, .. 6, 456 1, 550 406 941 798 0 981 1,756 [ PSR IS NSNS P, 18 1
1041 8,009 1,952 411 903 993 5 865 | 2,700 72 |oeeeeee - 3 I PSR 109 1
1942 . 5, 555 1,703 407 751 836 0 2| 1,798 |ocooe il ) PO PSS 38
1943 e 6, 466 1,524 460 866 642 3 0| 2857 [ P 3 22 |oeee . 2 80
1944 el 6, 942 1,155 515 802 743 3 0| 3,618 49 [ eeeao. 16 | e [eeaeea 41
1045 e 5,997 1,043 417 740 003 4 0 2,808 |cccccmao e eccme e[ 36 51
1946 . - 5, 657 1,379 45 633 867 5 0| 2282 46 | oo
1047 e 7,769 1,574 383 842 969 3 0 3,943 41 4
1048 oo 7,008 1, 656 455 7141 1,013 4 252 | 2,938 % N
1049, . 7,607 1, 487 5568 769 | 1,001 4 525 | 3,118 26 1
1950 oo ceeicea 8, 288 1,749 618 | 1,145 | 1,053 1 474 | 3,276 31 1
1951 e e 7,798 1,730 460 941 959 6 708 | 2,966 13 Jeeeaa o
1952 e 8,013 1, 560 553 972 983 6 860 | 3,011 32 1
1053, e 8, 201 1,750 513 | 1,087 | 1,116 12 932 | 2,766 56 5
1954 - 8, 246 1,802 501 | 1,040 | 1,082 10 974 | 2,722 56 6
1988 4 e 8,402 1,800 6500 | 1,052 | 1,080 10 977 | 2,864 56 6

1 Calendar year basis 1920-55,
2 Crop year production 1920-30.

3 Excludes sugar imported for foreign claimants as follows: 1942, 144,000 tons; 1943,
M?’lqoolt"’oni;; 1944, 262,000 tons; 1945, 337,000 tons; 1946, 368,000 tons; 1947, 230,000 tons.
reliminary.
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Senator MALoNE. Now, you might give us a short digest of the first
Sugﬁr éx?ct. How many Sugar Acts together with amendments have
we had?

Mr. HoLranDp. Four; the original and three amendments, was
1t not?

Mr. Myers. 1934, 1937, and 1948. Those are the three basic acts.

Mr. HoLLanDp. And another in 1951.

Mr. Mygrs. That was an amendment.

Mr. Horranp. The three, 1934, 1937, and 1948, are the acts, and
the last was in 1951, effective January 1, 1953.

Senator MaLoNE. Can you give us 2 or 3 paragraphs or a short
résumé of each one of the acts, as amended in 1951, was it?

Mr. HoLranDp. Yes, sir, amended in 1951, effective January 1,
1953; yes.

Senator MaLoNE. Can you give us a digest?

Mr. HorLanD. Yes.

(The following was later received for the record:)

SHARES OF SUPPLYING AREAS IN THE UNITED STATES SUGAR MARKET, 1934-54
PURPOSE

The purpose of this article is to show how the shares of the various areas which
supply sugar to the United States have changed since a quota system was inaugu-
rated with the Jones-Costigan Act in 1934. Bills providing for the amendment
and extension of the Sugar Act have recently been introduced into both Houses
of Congress.

BACKGROUND

Prior to 1934, the United States relied only on a tariff duty to protect the domes-
tic sugar industry. The experience of the early 1930’s demonstirated that our
principal foreign supply area, Cuba, was forced to accept the United States price
minus tariff and freight, regardless of how low the returns fell. The price of sugar
in Cuba declined to only a fraction of the American tariff. Domestic sugar
producers could not get “fair exchange value’”’ for their sugar crops and Cuba
could no longer buy American goods in any substantial volume.

THE JONES-COSTIGAN ACT

In recognition of this, Congress, in 1934, enacted the Jones-Costigan Act. which
restricted the supply of sugar in the United States market to a total amount to
be determined each year by the Secretary of Agriculture. The shares of the
mainland beet and cane areas in the total requirements were laid down in the
act itself (table 1). The beet area received a basic quota of 1,550,000 and the
mainland cane area, in which sugarcane growing was just recovering from mosaic
disease, received a quota of 260,000 tons.
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Basic quota provisions of the Sugar Acts of 1934, 1937, and 1948

Area Jones-Costigan Act, approved May 9, 1934
Domesticbeet. . _________ 1,551()),000) (430 percent of continental United States requirements
above).
Mainland cane__ ... 260,000 (6,452,000 short tons, raw value).
Hawail. . ...
Puerto RiCO_ e Average quantity of sugar brought into continental United States for 3
Virgin Islands.. ... most representative years during period 1925-33. The 3 years used
Philippines. - ccooo oo for the average to be determined from time to time by Secretary of
Canal Zone_ .- o Agriculture. The quantities so determined to be adjusted for
American Samoa . ____._.__.__.__. changes in continental United States consumption requirements.
Al foreign countries_ . .._..______.
1937 act, effec- 1948 act
tive Sept. 1,
1937, percent '
of total quota Effective Jan. 1, 1948 Effective Jan. 1, 1953
Short tons, raw value Short tons, raw value
Domesticbeet . ... __.. 23 19 1, 800, 000 ’ 1, 800, 000
Mainland cane ..o _._ 6.29 500, 000 500, 000
Hawaii_ ... 14. 04 1,052, 000 1,052, 000
Puerto RicO_ _cvocuooaoaoo 11. 94 910, 000 1, 080, 000
Virgin Islands_____ceoooo_.. .13 6, 000 12, 000
Total, domestic areas_.__._. L R g
Philippines._ .- aaal 315.41 | 952,000 tons of sugar, as | 952,000 tons of sugar, as
made. made.
Cubf. e 28.60 | 98.64 percent of remainder | 96.00 percent of remainder
of continental United of continental United
States requirements.? States requirements.¢
“Full duty’” countries.....__.____ .40 | 1.36 percent of remainder | 4.00 percent of remainder
of continental United of continental United
States requirements, States requirements.
Total, foreign countries..... 3 S g g

1 Domestic areas are guaranteed a minimum quota of 3,715,000 tons.

2 The Philippines are guaranteed a minimum quota of 952,000 tons of sugar, as made.

3 Cuba is guaranteed a minimum quota (including deficit reallocations) not less than what would have
been her quota under sec. 202 (b) of the 1937 act.

¢ Cuba has a guaranteed minimum share (including deficit reallocations) of either 28.6 percent of market
requirements or 2,116,000 tons, whichever is less.

The basic quota for the beet area was influenced by the production of sugar
from the 1933 beet crop, although it amounted to about 200,000 tons less than that
production. The mainland cane quota was set at the approximate level of the
1932 and 1933 production.

The Secretary was given some discretion in determining the shares of all offshore
areas, both domestic and foreign. He was authorized to determine which 3 years
during the 9-year period, 1925-33, were to be the ‘‘most representative’” years
which would serve as a basis for the quota of each offshore area. For Puerto Rico,
the Philippines, Cuba, and ‘full duty’’ countries the most recent 3 years of the
9-year period; namely, the years 193133, were determined as most representative.
For Hawaii, the years 1930-32 were used. Only for the Virgin Islands and for
some individual country prorations of the full-duty country quota were some
earlier years used. The significant feature of the quota system was its heavy
reliance on the record of the immediately preceding years.

Since 30 percent of any market requirements in excess of 6,452,000 short tons,
raw value, also were allotted to the 2 mainland areas, their 1934 quotas were
slightly in excess of their basic quotas.
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THE ACT OF 1937

In the 1937 act, each area’s share in the market was apportioned in percentages.
These percentages were approximately equal to each area’s relative marketings
under the 1934 act. The principal change that took place between 1934 and 1937
was the increase in the quota for the mainland cane area, due to expanding produc-
tion in Florida and recovery from mosaic disease in Louisiana. In 1934, quota
charges for that area were about 4 percent of the total; in 1935; the area gained by
supplying a shortfall which had occurred in the beet area and its share of marketings
rose to about 5 percent. 1In 1936, a combination of a beet area deficit and increased
total requirements had the effect of boosting the area’s share to about 6 percent of
total marketings. The area’s market share under the 1937 act was fixed at 6.29
percent.

DOMESTIC QUOTAS UNDER THE 1948 ACT

In the 1948 act, tonnage quotas for each domestic area were substituted for the
percentage quotas of the 1937 act. Except for the cutback in the Virgin Islands’
quota to a level more nearly approximating its marketings, the tonnage quotas of
the 1948 act gave each domestic area roughly the same percentage share of the
market as the 1937 act, assuming that total annual requirements were 7.8 million
tons. As it turned out, annual requirements averaged approximately 7.8 million
tons during the 5-vear life of the original 1948 act.

The 1951 amendment to the act, which became effective in 1953, increased the
Puerto Rican and Virgin Islands’ tonnage quotas, but left unchanged quotas for
the other domestic areas. Taking total requirements at 8.2 million tons—approx-
imately the average for the first 2 vears under the 1951 legislation—the present
basic tonnage quotas give the domestic areas together 54.2 percent of the market,
that is, 1.4 percentage points less than what would have been their percentage
share under the 1937 act. The Puerto Rican share is up about 1.2 percentage
points while the shares of the mainland beet area and Hawaii are cown 1.2
percentage points each.

THE EMERGENCY PERIOD, 1942—47

Quotas were suspended from 1942 to 1947. No Philippine sugar could be
imported. Production in Hawaii and in the mainland beet area was reduced due
to manpower and equipment shortages. In this emergency, Cuba supplied the
United States with an average of 2.9 million tons of sugar per year. In addition,
an annual average of about 200,000 tons of sugar equivalent in the form of invert
molasses was produced and shipped instead of raw sugar at the request of the
United States. Cuba supplied about 1 million tons more of sugar per year
during this period than during the 1937-41 period (figure 1). Average annual
sugar| marketings were maintained at about 6.6 million tons (including sugar
equivalent of invert molasses) as compared with about 7 million tons during
1937-41. Cuba furnished about 47 percent of all marketings from 1942 to 1947
as compared with about 30 percent during 1937-41.

FOREIGN QUOTAS UNDER THE 1948 ACT

In the 1948 act, the fixed tonnage quota of the Philippines Trade Act of 1946
was substituted for the percentage quota of the 1937 act. This change had the
effect of reducing the Philippines share by 2.9 percentage points with total
requirements at 7.8 million tons, and by about 3.6 percent with total requirements
at 8.2 million tons. Cuba and the ‘“full duty’’ countries became the residual
suppliers of the market. Cuba’s share was increased from 28.6 percent under the
1937 act to 32.3 percent with total requirements assumed at 7.8 million tons
under the 1948 act, and to 32.6 percent with total requirements assumed at 8.2
million tons under the 1951 amendment. The amendment approximately
trebled the share of the ‘/full duty’’ countries.

71579—56——4
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THE EFFECT OF DEFICIT REALLOCATIONS

The reallocation of deficits to other areas has influenced the relative shares of
the various supplying areas in several important aspects (figs. and tables 2 and 3):

(1) As observed earlier, the mainland cane area could increase its share from
4 percent to 5 percent between 1934 and 1935 due to a shortfall in the beet area.
Another beet area shortfall in 1936, together with increased total requirements,
boosted the share of the mainland cane area to slightly over 6 percent. This
percentage has been retained for that area ever since.

Basic and adjusted quolas and marketings by supplying areas

[1,000 short tons, raw value]

Average for period

Areas
1933 | 1934-36 [1937—41!] 1948-52 |1953-542
FINAL BASIC QUOTAS

Domestic areas:
Domestic beet. e emmeceemmemn|e——————— 1,553 | 1,711 1, 800 1, 800
Mainland cane. . oo ecmeeeee e | e 297 464 500 500
Bawail_ e ceccocom e ———ae 936 1,035 1,052 1,052
Puerto RiICO.- oo e | e 811 881 810 1,080
Virgin Islands_ e | e 5 10 6 12
Subtotal . .o ececm——em e | e 3,602 | 4,101 | 4,268 4,444

Foreign areas:

Philippines. o e e ccem e —m—nmm| e 1,021 1,125 981 974
Cuba. e - 1,906 | 2,069 | 2,556 2, 647
Full duty countries. .. oo eecceaccecac—mafecmeaean 20 29 35 110
Subtotal. e emmmcmmema e ——————— 2,947 | 3,223 | 3,572 3,731
Total all areas_ e |m—————a- 6,549 | 7,324 [ 7,840 8,175

FINAL BASIC QUOTAS ADJUSTED
FOR DECLARED DEFICITS

1,483 | 1,695 ] 1,669 1,711
442 508

304 509

969 960 913 1, 066

835 880 { 1,023 1,099

Virgin Islands_ oo ooeee NN P, 4 9 7 12
Subtotal. - e e 3,505 3,986 | 4,120 4, 397

Foreign areas:

Philippines. - e eemmm e | e e 996 988 577 924
CUba. o e ccemeeemm e | e 1,031 | 2,185 | 3,087 2, 742
Full duty countries. - oo e memcmcmmmcccmcmmmen| e 27 165 56 112
SUbtOta) . o e ————— e 2,054 | 3,338 | 3,720 3,778
Total all areas . - oo e emmmm e | mmean 6,549 | 7,324 | 7,840 8,175

ACTUAL MARKETINGS

Domestic beet. . . - e —————— 1, 366 1, 468 1, 549 1,636 1,778
Mainland cane. - oo o ecec—c———————————- 315 332 439 509 509
Hawaii. o e me— e e—————— 990 969 934 908 1,064
Puerto RiCO- oo e e e mm—————————————— 793 835 875 1,020 1,099
Virgin Islands. - e oo cecmmmc————mmm e 5 4 4 6 11

Subtotal. o e cmmm——————————— 3, 469 3,608 { 3,801 4,079 4, 461

Foreign areas:

Philippines. .o mececcmeee 1, 249 997 952 563 952
CUDA - - o o e oo e e e e e ——————— 1,673 1,933 2,138 3, 062 2,748
Full duty countries. oo e ccmmccmm e m———— e 51 23 95 56 115

Subtotal . _ e im—m———— 2,873 2,953 3,185 | 3,681 3, 815

Total all areas. o oo emccemcem———————————- 6, 342 6, 561 6,986 | 7,760 8, 276

t Excludes 1939 when quotas were suspended.
2 Data for 1954 are preliminary.
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(2) When the 1937 act quotas were in effect, the Philippines refused to supply
sugar to the United States market in excess of the duty-free quota under the
Philippines Independence Act. They did not wish to establish a precedent for
the levying of a duty on Philippines articles imported into the United States.
Consequently, a Philippines deficit was prorated to full duty countries in all
years but one during the period 1937 to 1941. These deficit prorations had the
effect of at least trebling the full duty countries’ quotas in each of the 4 years.

Basic and adjusted quotas and marketings by supplying areas

[Percentages of total]
Average for period
Areas
1933 |1934-36 {1937-411| 1948-52 |1953-54¢
FINAL BASIC QUOTAS
Domestic areas:
Domestic beet .o e e cemmcccem—mee e ]mmmmmen 23.71 | 23.36 | 22.96 22,02
Mainland eane_ _ e mmmemmemcemm ez e 4, 54 6.33 6.38 6.11
Hawaii. oo eeeemmccmm— e m e mmmmee | mmccemee 14.20 | 14.13 | 13.42 12,87
Puerto RiCO. e mceccmccccmmee e fecam— e 12,38 | 12.03 | 11.60 13. 21
Virgin Islangds. .- oo oo e e e .08 .14 .08 .16
Subtotal_ .- e emcemcccccccmmemma e m—ae 55. 00 65. 99 54.44 54.36
Foreign areas:
Philippines. . . - e c e cecmccccce e memmmmme o[ caaea 15. 69 15.36 12. 51 11.01
Cuba. . eeeeccccccmemcecccmeom———|me————a 20.10 28.25 | 32.60 32.38
Full duty countries. ..o ceeaccarcmcccccm e memm oo mceeeee .31 .40 .45 1.35
Subtotal . meeeecmecccm—cmcccecmcem e mam e 48. 00 44.01 45. 56 45. 64
Total, all areas._ .. o oo ceccmmmce e[ 100.00 | 100.00 | 100.00 | 100.00
FINAL BASIC QUOTAS ADJUSTED
FOR DECLARED DEFICITS
Domestic areas:
Domestic beet . ecaeccceciccemcmmmmmeme=|amce——a- 22.64| 23.14| 21.29 20.93
Mainland CaANe . - - o o e cccccccmee e mmme | 4.64 6.03 6.48 6.23
Hawall_ . eeeeecccaceccmmmmmmmmmmmmmmr|emen———- 14. 80 13.11 11. 65 13.04
Puerto RiCO- oo e eeemeeeemmm | e m 122756 | 12.02 | 13.05 13.44
Virgin Islands. . oo e e .06 .12 .09 .16
Subtota). . . e mmmccccmcee e |ecam e e 54.80 | 54.42 | 52.56 53.79
Foreign areas:
Philippines. - .o ciemememmem e mrme oo |acemeeee 15.21 | 13.49 7.36 11.30
CUDA - - - e e et mccmemm e me | e mm e 20.49 | 29.84 | 39.37 33. 54
Full duty countries. ..o cooo oo e e .41 2,25 .71 1.37
Subtota) e e e —mmmmcmcc e | — i ——— 45.11 45, 58 47. 44 46.21
Total, all 8reas. - - oo mmmmae e e 100.00 | 100.00 | 100.00 | 100.00
ACTUAL MARKXETINGS
Domestic areas:
Domesticbeet ... eceecceccccccccemecmmceccceecece- 21. 54 22.37 22.17 21.08 21.48
Mainland Cane. - oo e cmmccmccmemm———— e 4.97 5.06 6. 28 6. 56 6.15
Hawail_ o ceemcccmcccmcccccccccccmmmrmcmcce——e————e 15. 61 14. 77 13.37 11.70 12. 86
Puerto RICO. - o oo emeemmmcc———e— e m e —m————— 12.50 | 12.73 1 12.53 | 13.14 13.28
Virgin Islands. .o oo oo ceememmmmceicceene- .08 .06 .06 .08 .13
Subtota) o eecmccemm—m e eem—a- 54.70 | 54.99 | b54.41 | 52.56 53.90
Foreign areas:
Philippines. .. e 19.70 | 15:20 | 13.63 7.26 11. 50
CUba e memmmesece—emmemeeem———a—m—ao= 24. 80 20. 46 30. 60 39.46 33.21
Full duty countries. ..o ccccoccecaoocccoccmmmmmmmmeemeoe .80 .35 | 1.36 .72 1.39
SUDLtOtal. oo e e cmmcmccccemm——e———cm—a—= 45.30 | 45.01 | 45.59 | 47.44 46. 10
Total, all reAS. - - oo eeooeomommeemnmmmemsecemneee 100.00 | 100.00 | 100.00 | 100.00 | 100.00

1 Excludes 1939 when quotas were suspended.
2 Data for 1954 are preliminary.
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(3)_ Deficit reallocations became most important from 1948 to 1953, when
sizable Philippines, beet area, and Hawaiian defictis were available to maintain
imports from Cuba at an average annual level of 3 million tons, or 38 percent of
total marketings, even though Cuba’s final basic quota averaged less than 2.6
million tons, or 32 percent of the final requirements determination.

Deficits declared against the quota of an area never take away the right of
an area to market its full quota. This feature was important in 1953 when the
actual deficit in beet-sugar marketing was only about 48,000 tons even though
deficits of 180,000 tons had been declared and reallotted before the magnitude
of the 1953 beet crop was fully realized. In 1954, deficits were small and it now
appears that deficit reallocations will not play as important a role in the future
as they did from 1948 to 1953.

During the 1948-53 period, the deficit proration mechanism in conjunction
with fixed quotas was most helpful in assisting all areas to make the transition
from wartime to more normal conditions. The Philippines, whose mills were
destroyed, had their place in the market reserved as their industry was gradually
rebuilt. Cuba, by supplying the gradually diminishing Philippines deficits while
servicing the growing residual quota, did not need to make the abrupt cut in its
production that otherwise would have been necessary.

AprPENDIX I

b 1Provisions for prorating deficits under the various Sugar Acts are summarized
elow: :

Under the act of 1934, deficits of any producing area unable to produce and
deliver its full quota of sugar were prorated among the other areas on the basis
of their respective quotas and ability to supply the deficiency.

Under the act of 1937, deficits in domestic areas or Cuba were first prorated
among such areas and Cuba on the basis of the quotas then in effect. If such
areas and Cuba were unable to fill their adjusted quotas, prorations were made
to full duty countries on the basis of their quotas then in effect. Deficits in the
Philippines were prorated to full duty countries.

Under the initial act of 1948, deficits in the domestic areas or Cuba were pro-
rated among such areas and Cuba on the basis of quotas then in effect, but
domestic areas did not share in deficit prorations of any domestic area if the then
outstanding requirements determination was less than 7 million short tons, raw
value. Deficits in the Philippines were prorated 95 percent to Cuba and 5
percent to full duty countries, except that if, after assignment of the fixed tonnage
quotas to domestic areas and the Philippines, 98.64 percent of residual require-
ments including deficit reallocations gave Cuba less than 28.6 percent of total
requirements and such requirements were at least 6,682,670 tons, such deficit
proration was 98.64 percent to Cuba and 1.36 percent to full duty countries.

Under the 1951 amendment to the Sugar Act of 1948, effective in 1953, deficits
in the domestic areas or Cuba are prorated to other such areas and Cuba on the
basis of quotas in effect at the time of such prorations. Deficits in the Philippines
are prorated 96 percent to Cuba and 4 percent to full duty countries. Deficits
of full duty countries, as a whole, are prorated to Cuba.

Senator MaLoNeE. What was the participation of the United
States producers up unti now?

Mr. Horranp. It has fluctuated. But the traditional participa-
tion of the domestic producer has been 55 percent or very close to it.

Senator MaroxE. Then there is no change contemplated in this
act as far as the share of the domestic producer?

Mr. HorLrLanDp. It would mean that as the market continues to
expand and the pie grows larger, that instead of remaining static at
a quantitative level above which he cannot rise, our domestic pro-
ducers would continue to expand their participation in the larger
pie as the domestic consumption increases. . _

Senator MarLoNe. I do not know that we could call it ‘“‘pie.”
unless the State Department does not live here any more. Do
they call our increased consumption in all products “pie”’ for foreign
nations?
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Mr. Horranp. I have called it “pie,” not trying to be flippant,
Senator, simply because

Senator MaLoNE. I think that shows the general attitude of the
State Department on trade and division of our markets with foreign
nations.

Mr. HorLanD. I do not think I made myself clear

Senator MALONE (continuing). You made yourself very clear on
the domestic market belonging to foreign nations.

Mr. HoLLaND (continuing). If my use of the word *pie’” led you
to feel that I thought it was pie.

Senator MALoNE. I am sure you do, but I was just calling your
attention to the fact that it is not pie. Actually, as we increase our
consumption it means increased population and we should be entitled
to increase our production in this country to keep pace in employment.

Mr. HoLLanp. I agree with you, Senator.

Senator MaLoNE. Our markets are not pie to be divided with all
the nations of the world.

Mr. HoLraNnDp. It is a consumption

Senator Mavone. Of course you are treating the American markets
that way in the State Department, just more imports from foreign
nations. But many of us do not agree with that interpretation.

Mr. HoLLanp. I think you are under & misapprehension as to how
we are treating it, Senator.

Senator MaLoNE. I do not think so, having watched the Depart-
ment for 23 years. But you go ahead, now, in your own way, and
explain it.

Mr. Horranp. We feel in the State Department that the domestic
producer—we will not call it ‘““pie”’—as the consumption of sugar
increases in the United States and the market that that represents
for sugar producers somewhere increases, that our domestic producers
are entitled to a larger share of that market than would be represented
by the share allocated to them under the existing law.

Senator MaLoNE. That is very liberal of you. What is it under
the existing law?

Mr. HoLLanp. Itis a fixed quota of 4,444,000 tons. Under existing
law, they cannot grow
Senator MaLoNE. There is nothing said about 55 percent at all?

Mr. Horuanp. That is true. That is the feature of the existing
law that would be terminated and would be amended if the proposed
legislation is adopted by the Congress.

Senator MaLoNE. You are about 10 years late, but it is good that
you are doing it now. You are considering allowing the domestic
producers to cut in on the increase.

Now, Mr. Secretary, I want to ask you another question that
is very pertinent in the general legislation before the Senate. When
we sell agricultural products to Cuba, do we sell them at our domestic
support price or at the world price, like wheat and corn and various
products?

Mr. Hornanp. We sell it, Senator, at that price which prevails for
that particular product, whatever it may be.

Senator Mavrone. The world price?

Mr. Horranp. Wherever it is exported, yes, sir, whether to Cuba
or any other place.




50 SUGAR ACT EXTENSION

Senator MALONE. Yes. Then we sell at the world price?

Mr. Horranp. And there is no difference between the world
price and the domestic price unless there is some subsidy or Govern-
ment support that keeps up the domestic price.

Senator MaLoNE. That was my question.

Mr. HoLLaND. As there ishere, yes, sir.

Senator MavLoNE. Of course, I am talking about your own United
States of America. That is the subject right now.

If we sell wheat or corn or cotton or anything for which we have a
domestic support price then we sell, not at that price to Cuba, but we
sell at the world price whatever it may be?

Mr. HorLraNp. Our producer who sells abroad sells at the world
price if there is a difference between the world price and the domestic
price.

Senator MaLoNE. Well, you can answer that yes or no. Now, do
we or do we not sell at the world price, whatever the product i1s?

Mr. HorLaND. The answer 1s “Yes”.

Senator MaLoNE. Good. You are improving right along.

But I want to take the opportunity right now to thank you for the
cooperation I had when I visited all the South American nations in
1954. I appreciated it, and I think we may get around to working
together here before we get through.

Now, why is it—I heard you testify something about Cuba being
our only supply in wartime—is that the reason that they were given
96 percent of the increased consumption up to now, and that we are
now proposing to give them 60 percent?

Mr. HoLranDp. Senator, I was not here when the last bill was sub-
mitted. It was a bill submitted by

Senator MaronE. No. I am talking about your Department.

Mr. HorLranp. By the domestic industry

Senator Marone. This bill will depend on 15 Senators’ votes and
they are not being questioned. I want your answer.

Mr. HorLLanp. The amendment of 1951, effective in January of
1953, was a bill submitted by the domestic industry and the Executive,
and I am sure that one of the factors which caused the quota for Cuba
to be fixed at the 96 percent established in that bill was the fact that
Cuba had been, not our only supplier, but our principal supplier of
sugar during the last war.

Senator MaroNeE. Now, prior to 1951 and going back to the end
of the war—Ilet me see. When did the war end?

Mr. HoLranp. It ended in different years in different places.

Senator SMaTHERS. Which war, George? [Laughter.]

Senator MaLoNE. That is a fair question. You always have one.

Senator WELKER. August 12, 1945.

Mr. HoLLAND. August 14, 1945.

Senator SMATHERS. 1945.

Senator MaLoNE. In 1945 it ended, did it not?

Mr. HoLLAND. Yes.

Senator MaLoNE. In 1945 up to 1950, what percentage did they

et?
8 Mr. Horranp. This study that we are preparing for you will show
in each year. |

Senator MaLoNE. Yes, that is right. It will. So you do not have
it with you?
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hMr. MyErs. Yes, we do have it right here. Here is what they
show

Mr. HorLanp. No. He wants percentages.

Mr. MyEers. We do not have that.

Senator MALONE. Percentages and amounts.

Mr. Horranp. I can give you amounts right now. Do you want it?

Senator MALONE. Yes, 1947, 1948 and 1949.

Mr. Horuanp. All right. We will begin with 1947: 3,943,000 tons;
1948, 2,938,000 tons; 1949, 3,118,000 tons

Senator MaLoNE. Now, if you will furnish the remainder of it,
including percentages. But what percentage of the annual increased
consumption in this country did they get?

Mr. MyEegs. It worked out 96 percent of the increased consump-
tion, but the large imports there were primarily because the Philip-
pines at that time were practically out of the market, and Cuba had
to supply that deficit.

Senator MALONE. You are furnishing the Philippine imports.

Mr. HoLrLanDp. You see, one of the things that Mr. Morse is going
f)(i)l 1give you, Senator, is a couple of paragraphs on each of the different

S.

Senator MALONE. Yes. What I wanted was, what was the per-
centage of the annual increase? Whatever the history as to why it
was they have had it several years.

Mr. Horranp. Yes. I told you when I read you these figures that
I had it quantitatively and did not have it in percentages. If you
want it in percentages, I will be glad to give you that. We have
agreed to furnish that information for Senator Barkley.

Senator MaLoNE. Have your table show percentages.

The CrHAIRMAN. Senator Malone, will you pardon me? It appears
now that we cannot finish this morning, and some of the Senators
have already left.

Senator MALoNE. I will finish in about 2 minutes.

The CrairMaN. We have other witnesses.

Senator MALONE. Let me finish, anyway, before we adjourn.

The CralrMAN. Go ahead. We would like to finish with Mr.
Holland.

Senator MALONE. I wanted to make this point. Was one of the
main reasons for the 96 percent of the increase to Cuba and now
holding it to 60 percent, because Cuba is our only sure supplier in
the case of emergency?

Mr. HoLranp. Surely. I said that I must differ with you in your
reference to them as our only sure supplier.

Senator MaLoNE. What did you say?

Mr. HorLranp. One of the principal suppliers.

Senator MaLoNE. Who are the others?

Mr. HoLLaNp. We have always acquired sugar from Mexico,
Haiti, Dominican Republic, Peru, in this hemisphere; and Formosa
and the Philippine Islands——

Mr. Mygrs. Philippine Islands, primarily.

Senator SMaTHERS. Hong Kong, 4 pounds. [Laughter.]

Senator MaLoNE. It is a fact that the minute we are in a war, we
are dependent on nations across major oceans. So it is not as much
a joke as you think. You are recommending it now from your depart-
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ment. I want to ask you, what nations of the Western Hemisphere
do you consider available in an emergency for shipments?

Mr. HoLranp. For sugar?

Senator MaLoNE. For anything; sugar is the subject now.

Mr. Horuanp. Let me correct one statement that you have made
on the record, Senator, and that is that I think this is a joke. I don’t.

Senator MaLoNE. You all laughed for practice I guess. I do not
knpvg how you consider shipments in wartime but to me it is not
a joke.

Mr. HorLanp. I think you will observe that I did not laugh.

Senator MALONE. Good. Then we are improving.

Mr. HoLranDp. The nations in this hemisphere to which we would
look as suppliers, things that we might need in the event of an emer-
gency are, in my judgment, Canada, Mexico, Guatemala, Honduras,
El Salvador, Costa Rica, Nicaragua, Panama, Venezuela, Colombia,
Equador, Peru, Bolivia, Chile, Brazil, Paraguay, Uruguay, Argentina,
Cuba, Dominican Republic, and Haiti.

Senator MALoNE. I do not know why you left out one of them.
[Laughter.]

Mr. Horranp. I don’t think I left any out, Senator.

Senator MaLoNE. I guess you did name them all. Let us just say
the Western Hemisphere nations, because that is what our committee
named as the area from which supplies, critical materials would be
available in time of all-out war.

Mr. HorLLaNp. You asked me to name them, Senator, and I did
my best.

Senator MaLoNE. Could you say the Western Hemisphere nations
just as they were named in our Senate Report 1627 of the 83d Congress?

Mr. HoLranp. Yes, sir. Those I named are the Western Hemis-
phere nations.

Senator MaLoNE. Then that takes the national-defense claim out
of this whole argument since products could be available from all
of them, does it not?

Mr. Horranp. No, sir; I do not think so.

Senator MarLone. Well, why do you not think so? You named all
of the Western Hemisphere nations as available for supplies in a war
emergency.

Mr. HoLraND. Because of the countries that I have mentioned, a
number are not producers of sugar.

Senator MaroNeE. I did not say that. What I said, it takes the
matter of the transportation of sugar or any material that they can pro-
duce, out of the national-defense category.

Mr. HoLLanp. No, sir.

Senator MaLoNE. Go ahead. You interest me, in making an
exception to your own first statement.

Mr. HorLLanp. I do not think so, Senator, because during the last
war, I was not in contact with the sugar problem, but I am advised
that there were periods during the last war when it was impossible,
or exceedingly difficult and uncertain, to transport sugar from areas
farther away than Cuba, but her proximity

Senator MaLonE. I think that is a fact then. The State Depart-
ment is still using the same evidence I suppose—getting ready to
ficht World War II over again. I would advise you to look into the
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present availability of materials from the Western Hemisphere in
case of world war III.

Mr. HorLanp. Cuba’s proximity, plus the fact that her industry
was expansible, I am advised, made her an exceedingly valuable source
of sugar during the last war.

Senator MarLoNE. I think you were right in World Wars I and II.
It was a very valuable source in the First World War and the Second
World War and would be a valuable source again. But not the only
one. The remainder of the Western Hemisphere nations have now
been added. I am trying to establish with you, with the State
Department, that transportation can be continued with the Western
Hemisphere nations during a third world war.

Mr. HoLranp. No, sir; I didn’t say that.

Senator MALONE. You named all of the nations of the Western
Hemisphere 1n response to my question as to what such nations would
be available for shipments in an emergency.

Mr. HorraNp. No, sir; I didn’t say that.

Senator MALONE. I want you to read the record; however I am
going to ask you the first question again,

Mr. HoLLaNp. You had better do it, then.

Senator MALoNE. Name the countries in the Western Hemisphere
from which supplies would be available in the event of a war emer-
gency.

Mr. HoLranDp. I don’t believe anybody could answer that question,
Senator.

Senator MaAvLoNE. They do answer it. It has been answered by
military strategists. You ought to know that. You are part of the
administration. Supplies can be secured from the nations of the
Western Hemisphere.

Mr. Horranp. Well, sir, I will have to tell you that I myself am
unable to tell you with what nations of this hemisphere we would be
able to maintain reliable transportation facilities in the event of
another war, since I do not know the nature of the war or the effects
upon transportation that the hostilities might have.

Senator MALoNE. You maybe thinking about another Korea or a
little war someplace. I am talking about a real emergency.

Mr. HorrLanp. No, sir. I am not thinking of a little war. And
I will be glad to think in terms of an all-out war. And my answer
would be the same, because I don’t know at this time——

- Senator MaLonge. That is good enough. You can read your first
answer.

Mr. HoLLanp. I don’t know at this time what effect it would have
on transportation.

Senator MALONE. I do not know what you thought I said in the
first question. What do you think I asked you?

Mr. HoLuLanp. You want to know what I thought you asked me?

Senator MALoNE. Yes.

Mr. HorLanp. I thought that you wanted to know what countries
in this hemisphere we would look to, to assist us in supplying imports
that we might need in the event of a war and which would be available
to us, we would hope, if the transportation facilities between those
countries and ourselves were adequate to make transportation.

Senator MaLoNE. Of course, you did not think I said, if transporta-
tion facilities were adequate, because I did not mention transportation
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facilities. I asked you “what Nations of the western hemisphere do
you consider available in an emergency for shipments?”’ You should
read the record.

Mr. HoLLanp. Well, I have told you truthfully and as directly as
I can my understanding of the question.

Senator MaLoNE. So now you would not name those nations
at all, after you have understood the question?

Mr. Horranp. Now that I have understood the question, my
answer would be that which I gave to you a moment ago after we had
defined the question; yes, sir.

Senator MarLoNE. That the shipments would not be available
from any nations except Cuba?

Mr. HorLanD. No, sir.

Senator MaLoNe. Mexico?

Mr. Horraxp. No, sir.

Senator Mavroxe. Where would they be available from?

Mr. Horranp. I told you, Senator, and I have to say it again, that
I cannot tell you with what nations of this hemisphere or elsewhere
we will be able to maintain reliable transportation connections in the
event of another war. because I am not sufficiently an expert in that
field to have what I think is a reliable opinion on what the effect of
another war would be on means of communications.

Senator MaLoNE. Now, the reason I asked you the question is
because you yourself brought it up, that Cuba was a war supplier
and indicated it would be the only one. So now you do not know
anvthing about it?

Mr. HorLranp. Yes, sir. I think I know something about it,
Senator.

Senator MaroNE. What do you think about it then?

Mr. Horranp. I think I know something about it. You asked
me

Senator MaroxE. I asked you if you know about it. I ask you that
question.

Mr. HorLLaNDp. I am of the opinion, sir, that in the event of another
war it would be necessary, it would be reasonable to anticipate, that,
as in the last two wars, we would look upon Cuba as a source of
additional supplies of sugar, and because of her close proximity, I
would believe that if we had access to anybody by water, we would
probably have it to Cuba.

Senator MaLoNE. Almost any schoolboy can answer a question in
that manner. The question has been answered for the Western
Hemisphere and that is that supplies can be made available from the
Western Hemisphere.

Mr. HorLranp. I have given my best judgment, Senator, and I
cannot do more.

Senator MALoNE. But still you do not really know anything about
it?

Mr. HorraNDp. Yes, sir, I feel that I know enough to give you the
judgment that I have expressed.

Senator MaLoNE. Do you know that you can get supplies from
Mexico?

Mr. HorrLanp. I believe that we would be able to expand our
imports from Mexico as well; yes, Senator.

Senator MaLoNE. Do you know whether we can get supplies from
Nicaragua?
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Mr. HorLanp. I would hope that we could expand our exports from
Nicaragua, particularly in the event that the project in which I
believe you have taken a personal interest, the Inter-American High-
way, 1s connected, which would give us overland access to the countries
of Central America.

Senator MaLoNE. Well, how about Puerto Rico and Cuba and
Haiti? Are they overland?

Mr. Horranp. No, sir, they are not overland.

Senator MALONE. They are pretty near as far, are they not, from

our borders?

Mr. HorLanDp. No, sir. Cuba is considerably closer than is
Nicaragua.

Senator MarLonE. Well, is it closer than Mexico?

Mr. HoLrLanp. No, sir. Mexico is closer than Cuba.

Senator MaLoNE. Where do vou draw the line? When you have to
bring the sugar across the Caribbean

Mr. HorLLaND. Sir?

Senator MaroxeE. Where you have to bring the sugar across the
Caribbean? Is that where you draw the line?

Mr. Horranp. What line are you referring to, Senator?

Senator MarLone. The line that you drew, that vou can get it from
Cuba and Mexico and Nicaragua, but you cannot get it from other
South American countries.

Mr. HoLranp. I have not said that there was anybodyv from whom
we could not get it, Senator. I have said that I could not tell you

Senator MarLoNE. You do not know anvthing about it; is that 1t?

Mr. HorrLanDp. I think I know something about it; yes, sir.

Senator MaLoxE. What do you know about it, bevond Cuba?

Mr. Horranp. I believe without attempting to repeat my recent
answers, I have told you a good deal of what I believe I know about it;
yes, Sir.

Senator MavLoNE. Well, you told me two different stories. So now
let us have the right one.

Mr. HoLranp. I do not discern two different stories in what I
said, Senator.

Senator MarLonE. You read the record and vou will, because I was
satisfied with the first answer that, you probably did know something
about it. You mentioned Venezuela in your first answer; are you
eliminating Venezuela now in case of another war. Is that “the
opinion of the State Department?

Mr. HorLaxp. I have not made that statement.

Senator MavoxE. Well, tell us now, one way or the other.

Mr. Horranp. I prefer not to make it, because I do not accept it.
I think that in the event of anotber war, I would hope that we would
have access to Venezuela. I cannot tell you, because I have said
that I do not know the effect of another war; I cannot tell you the
degree of the access that we would have to Venezuela, but I was
hoping that we would have it.

Senator MALONE. You named Venezuela the first time. Now, you
really do not know about it.

Mr. HoLLaND. Yes, sir, I know something about it, but I do not
know whether we would have access to Venezuela in the event of
another war, because I am not an expert in that particular field.

Senator MaLoNE. That is just what I just said. You do not
really know anything about it.
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Mr. HoLranp. On that particular subject; no, sir.

Senator MALONE. On Venezuela or transportation, you do not
know anything about it?

Thank you.

er. Horvranp. I am unable to accept that I do not know anything
about 1it.

Senator MaLoNE. You do not know anything about it?

Mr. HorLranp. No, sir; I am unable to accept that statement.

Senator MavroNEe. Tell us again what you do not know.

Mr. Horranp. I will be glad to repeat my last answer, sir. We
presently have access to Venezuela by air and by sea. In the event
of another war, that access to Venezuela might be impaired or it might
be interrupted or the nature of the war or the nature of our defenses
might be such as to maintain it at a more or less normal level.

Senator MaLoNE. What do you mean by ‘“normal?”’

Mr. Horranp. “Normal,” I would say, in this sense would mean
unobstructed by enemy action.

Senator MaLoNE. Well, then, we could get anything from there
we wanted during the war, if it is unobstructed by enemy action?
Are there any friends that would be obstructing it?

Mr. Horranp. If those are the conditions—and I said they might
be the conditions—then it would be unobstructed by enemy action,
and it would in that sense be normal.

Senator MarLonE. What are these conditions you are laying down?
. Mr. Horranp. I said that we have presently access to Venezuela

y air

Senator MALONE. Yes; we presently have access to Russia, do
we not?

Mr. HorLLanDp. You are asking me about Venezuela, are you not,
Senator?

Senator MaLoNE. Yes, sir; I am. But present access does not
mean anything. I asked you about a war, an emergency.

Mr. HoLranp. I was trying to answer you as seriously and directly
as I can. We presently have access to Venezuela by air and by sea.
In the event of a war, that

Senator MAaLoNE. There was a fellow that rode a horse from South
America to the United States, did he not? He wrote a book about it.
So I suppose in peacetime we have access by land or sea or air, do
we not?

Mr. HoLranp. We have access by land, and I will come to that in a
minute.

In the event of war, our access to Venezuela by the more accepted
or the more used media, which are air and sea, might either be hindered
and slowed down, or might be obstructed, or it might be that the
facts existing would permit it to be carried on normally, that is to say,
unhindered by enemy action.

Now, you have asked me aboutland. Itis true, sir

Senator MaLoNE. Now, wait & minute. Do not let us leave that
other up in the air like that.

Mr. HorLranp. All right. o

Senator MaLoNE. You say it might be unhindered but it might be
obstructed?

Mr. HorrLanp. Correct.

Senator MaLoNE. So you do not know?

Mr. Horranp. Do you, Senator?
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Senator MaLoNE. Yes; I think I do.

Mzr. HowLranp. I would be grateful if you

Senator MaLoNE. But it is not my information. It is information
of military strategists.

Mr. HoLranp. Well, I am not a strategic expert.

Senator MaLoNE. I am not being examined. You are. So if you
say you do not know anything about it, I will not ask you any more
questions. If you insist you do, I will have to keep asking you.

Mr. HoLranDp. I will have to answer, Senator, that I think I know
something, but not enough to tell you with certainity whether in
the event of another war interconnections would be interrupted
completely or impaired or remain normal.

Senator MaLonNE. I think you are very clear. Now, if I do not
state i1t correctly—that is, you do not know whether transportation
from Venezuela or Peru or any other South American nation would
be obstructed during a war or not?

Mr. HoLrLanp. (No response.)

Senator MALONE. Some time, somewhere, we will get an answer.

Mr. HorrLanp. Yes; I can accept that statement. I do not
know

Senator MaLone. That is all.

Mzr. Chairman, that is enough.

Mr. HorLanp. Fine.

The CuairMAN. Are there any further questions?

Senator SmaTHERS. Mr. Chairman, I would like to ask if the
Secretary will put into the record and prepare for us and give each one
of us a copy, of what percent of the various Latin-American sugar-
producing countries, what percent of importations they buy from us.

Mr. HoLLanp. What percentage of our exports?

Senator SMATHERS. No; of their importations, of their total
importations. What percent of them come from the United States?

Mr. HoLLaND. Are derived from us? I will be happy to submit
that for you, Senator, with copies for members of the committee.

Senator SMATHERS. Thank you very much.

(The following was later received for the record:)

Imports from the United States as a percentage of tolal imports of principal Latin
American suppliers of sugar to the Uniled States market

{Millions of dollars]
1953 1954

Imports | United Imports | United
Total from Statesas | Total from States as

imports | Unitea | percent | imports | Unitea | percent

States of total States of total
Ouba . oo eceeeeam $489. 7 $370.9 75.7 | 1$398.5 | 1$301.3 75. 6
Dominican Republic.._..__ . _____..._.__ 86.5 57.9 66.9 82.8 53.4 64.5
[23. ¢ (¢ o J 807.5 670.9 83.1 787.3 633.0 80.5
Nicaragua _ . _ .o e maee_ 43.6 28.3 64.9 58.3 37.9 55.0
Peru. e 201.8 159.1 54.5 249.7 129. 6 51.9
Haiti. e 245.2 230.7 67.9 247.6 230.1 63. 2
Costa Riea_ . ____ e ___ 73.7 44.2 60.0 80.7 46.9 58.1
Panama . . .o 71.6 46. 2 64.5 352.8 133.0 62.5
ElSalvador - - e eeeee 71.7 43.9 61.2 86.7 51.2 59.1

1 January through October.
? Fiscal year september to October.
3 January to September.
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The CrairMaN. The committee will adjourn

Senator MaLoNE. One more question, Mr. Chairman. I would
like to ask for additional information.

If we shipped any material, agricultural material, where a support
price is fixed in this country, what price do we use—the world price
or the support price—in each of the countries in the Western
Hemisphere?

Mr. HoLLaNDp. So that I will be sure that I get just what you want,
Senator, let me ask the reporter to read your request.

(Senator Malone’s question was read by the reporter.)

Senator MALONE. Yes, when we sell to them.

The CHAIRMAN. Is that clear, Mr. Holland?

Mr. Horranp. Yes. Surely, I can answer that now. That is the
world price.

The CHAIRMAN. That is in the record.

The Chair will announce that we will recess

Senator MaLone. That is like the transportation questions. We
all know what it is, but we cannot get it out of the State Department.

Mr. Horranp. 1 have answered you, Senator. I have said it was
the world price.

The CHAIRMAN. You understand the question?

Mr. Hovranp. I have answered it.

Senator MaLone. That 1s all.

The CHAIRMAN. He has answered it, then, and you do not need
to put anything in the record?

Senator MaLoNE. No.

The Cuairman. All right.

We will recess until 2:30 this afternoon.

(Whereupon, at 12:20 p. m., the committee recessed to reconvene
at 2:30 p. m., the same day.)

AFTERNOON SESSION

The CrairmMaN. Come to order.

The first witness this afternoon is the Honorable True D. Morse,
Under Secretary of Agriculture.

Mr. Morse, will you proceed in your own way.

STATEMENT OF HON. TRUE D. MORSE, UNDER SECRETARY OF
AGRICULTURE; ACCOMPANIED BY LAWRENCE MYERS, DIREC-
TOR OF THE SUGAR DIVISION, DEPARTMENT OF AGRICULTURE

Mr. Morse. Mr. Chairman, and members of the Senate Finance
Committee, your committee has before it H. R. 7030, a bill to amend
and extend the Sugar Act of 1948, as amended. This bill passed the
House near the close of the first session of the present Congress.
Printed copies are now available of the 768-page record of the hear-
ings held on this bill by the Committee on Agriculture of the House
of Representatives. Accordingly, I shall not undertake to duplicate
earlier testimony on this subject. _ .

Before discussing the bill before you, it may be well to review
briefly the purposes of our sugar legislation. Our specialized sugar
legislation was developed in the 1930’s after experience demonstrated
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that our historic tariff program did not give effective protection to
either our domestic sugar industry or our import and export trade.

Specialized sugar legislation, therefore, was developed with a
fourfold objective. (1) To maintain and protect the domestic sugar
production industry, (2) to avoid undue burden on domestic consum-
ers, (3) to increase our imports of sugar and thereby to benefit our
general export trade, and (4) to insure that the benefits of the system
would be passed on to farmers and laborers and that the use of child
labor in the production of sugarcane and sugar beets would be
eliminated.

Under the act the quantity of sugar that may be marketed in the
United States each year is governed by quotas. The total supply to
be made available is determined by the Secretary of Agriculture each
year and is modified from time to time within the year in accordance
with market requirements.

The marketing quotas apply to marketings from all of the five
domestic producing areas as well as to 1n1ports from foreign countries.
When necessary to maintain equitable and orderly marketing condi-
tions, the marketing quota for an area, such as our beet area or the
mainland cane area, is allocated to the individuals who process and
market sugar produced in such area.

Farm marketings of sugar beets or sugarcane are also limited, when
necessary, by the estab%lshment of proportionate shares (acreage
allotments) for individual farms.

The act requires that processor-producers pay at least the minimum
prices established by the Department for sugarcane or sugar beets
purchased by them and it requires that farmers pay at least the
minimum wages established by the Department to laborers employed
in the production of sugarcane or sugar beets.

Finally, the act provides for payments to growers who comply with
the terms of the program. These payments range from 80 cents per
100 pounds of sugar for production of less than 350 tons per farm to
30 cents per 100 pounds for production in excess of 30,000 tons per
farm. To compensate the treasury, a tax of 50 cents per 100 pounds,
raw value, is collected on sugar consumed in this country. Your
committee will be interested in the record for the past year, which is
quite typical, when tax collections amounted to $82.5 million while
payment requirements plus administrative expenses approximated
$69.2 million.

H. R. 7030 as passed by the House provides for various technical
and administrative changes in the act, a revision in the quota pro-
visions and a purchase program.

The purpose of the purchase provision was to relieve the inventory
situation in the mainland domestic areas through the purchase of
100,000 tons of surplus overquota sugar resulting from unexpectedly
large crops. Senate Resolution 147, passed the last session, provided
in part—
that it is the scnse of the Senate that the Commodity Credit Corporation should
take the action referred to in section 19 of H. R. 7030, so far as practicable in
accordance with the procedures therein set forth dumw the calendar year 1955

in order to help alleviate the inventory situation in the continental United States
sugar-producing areas.

The Department of Agriculture and the other administrative
agencies concerned appreciated the expressions of the will of Congress

71579—56——5
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contained in H. R. 7030 as it passed the House and in Senate Resolu-
tion 147. Accordingly, the Commodity Credit Corporation has put
the purchase program into effect. In accordance with industry
recommendations the purchases consist of 28,500 tons of beet sugar
and 71,500 tons of mainland cane sugar.

The sugar being procured under the program will be exported
to meet requirements under the foreign mutual security programs
of the United States Government. Since this purchase program
fulfills the objectives of section 19 of H. R. 7030 as it passed the
House, no purpose would seem to be served by continuing the provi-
sion in the legislation.

Senator Bennett has had a committee print made that omits the
provision requiring the undertaking of a purchase program. The
committee print also incorporates some other changes being recom-
mended and certain technical revisions found desirable from recent
studies of the language. I assume your committee will prefer to deal
with the substantive matters first.

From the standpoint of the domestic industry one of the most
important revisions in the proposed legislation is the restoration to
the domestic industry of its right to share in supplying the increasing
requirements of the domestic market. Under the Sugar Act of 1937
the domestic areas collectively were permitted to supply 55.59 percent
of our total requirements while foreign countries, including the
Commonwealth of the Philippines, supplied 44.41 percent of our
requirements.

In the Sugar Act of 1948 fixed tonnage quotas were established for
each of the domestic areas and for the Republic of the Philippines.
The remaining requirements were to be supplied in major part by
Cuba and in minor part by full-duty countries. Cuba was also
authorized to supply the major part of any deficits in the Philippine
quota. The purpose of these revisions in the Sugar Act of 1948 was
to assist Cuba in meeting its postwar adjustment problem. When
the Sugar Act of 1948 was amended, effective in 1953, the mainland
quota for Peurto Rico was increased from 910,000 tons to 1,080,000
tons and the quota for the Virgin Islands was increased from 6,000
to 12,000 tons. Also the share of the variable quotas for the full duty
countries was increased from 1.36 to 4 percent.

H. R. 7030 as it passed the House provides in section 6 that begin-
ning with the calendar year 1956 the quotas for the domestic areas
would be increased by 50 percent of the amount by which the country’s
total requirements exceed 8,350,000 short tons, raw value.

The administrative agencies feel strongly that this percentage
should be increased to 55 percent. The revised section in the com-
mittee print provides (1) that the domestic areas shall first receive
the same tonnage quotas that they received under the Sugar Act of
1948 as amended ; (2) that their quotas will be increased collectively by
55 percent of the amount by which the total requirements exceed
8,350,000 short tons, raw value; (3) that the first 165,000 tons of any
such 1ncrease shall be assigned 51.5 percent to the domestic beet area
and 48.5 percent to the mainland cane area; (4) that the next 20,000
short tons of such increase shall be assigned to Puerto Rico; (5) that
the next 3,000 short tons shall be assigned to the Virgin Islands; and
(6) that any additional quantities shall be apportioned on the basis
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of the quotas then in existence. It is our understanding that this
apportionment of the quotas is acceptable to the various areas.
Obviously every area wishes to receive larger quotas and, therefore,
some compromising of objectives is essential.

Section 7 of H. R. 7030 as it passed the House and section 7 of the
committee print both provide for revisions of the sharing of quotas
between Cuba and the full-duty countries. Since this is a matter
that bas been discussed in detail by the State Department I wish to
state only that the Department of Agriculture supports strongly the
position taken by the State Department and by the administrative
branch of the Government as a whole that the apportionment pro-
vided for in the committee print is preferable and more defensible
than the division provided for in. the bill as it passed the House.

The accompanying statistical tables show the quotas that would
result for domestic and foreign areas from the formulas contained in
H. R. 7030 as it passed the House and from the revisions contained
in the committee print of the bill. Both sets of computations are
based on 1955 requirements of 8,400,000 tons and an assumed increase
of 135,000 tons in each succeeding vear. The table based on H. R.
7030 as it passed the House covers a 4-vear period corresponding with
the period for which the act would be extended therein. while the
table based on the committee print covers a 6-vear period.

The only other policy change we recommend 1s a 6-yvear extension
rather than a 4-vear extension. The remaining changes are of a
technical nature.

The first four sections of H. R. 7030 revise technical definitions
having to do with raw and direct-consumption sugar. These revisions
have been worked out by the administrative agencies in collaboration
with industry and so far as is known the revisions are acceptable.

Additional study since the bill passed the House suggests slight
revisions in section 4 of the bill which would add section 101 (n) to
the act. The second sentence thereof authorizes the Secretarv of
Agriculture to make certain determinations. In order to make
certain that we can continue to follow the procedures that have been
followed in the past in connection with the administration of the
Sugar Act it has been suggested that we use the same wording that
is in section 205 (a) of the act and revise this sentence by deleting the
words “‘in accordance with findings based on public hearings” and
substitute in lieu thereof the words ‘‘after such hearing and upon
such notice as he may by regulations prescribe.”’. This change has
been made in the committee print.

It is recommended that sections 5. 8 9, 10. 11, 12, 13, and 14 of
the bill remain as they were in the version passed by the House
except as to necessary changes in references.

Section 15 of the bill would amend section 405 of the act providing
that any person who imports sugar of direct-consumption quality
for processing under a declaration that such sugar is raw sugar shall
forfeit to the United States 1 cent for each pound of such sugar in
excess of the unfilled part of the direct-consumption portion of the
applicable quota, proration, or allotment thereof. The forfeiture of
1 cent per pound is considered sufficient to make it unprofitable to
process direct-consumption sugar in excess of the direct-consumption
limitations.
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Recent review has brought to light that through inadvertance the
proposed amendment, as it passed the House, refers to the entire
direct-consumption portion of a quota when it was intended to refer
to the unfilled part thereof. The committee print contains wording
that will correct this defect.

It is also recommended that sections 16 and 17 remain as they
were passed by the House.

Section 18 of the bill would extend the act for 4 years or to December
31, 1960. Section 18 of the committee print would extend the act
for 6 years or until December 31, 1962. We favor the 6-year extension.

The committee print omits section 19 of the bill that passed the
House since that section provided for the purchase program which is
already in effect. As a result of the dropping of that section from
the committee print there is a difference in the numbering of the
subsequent sections.

Section 20 of the bill would amend the Internal Revenue Code of
1954 by extending the tax on sugar for the 4-year period ending
June 30, 1961. Section 19 of the committee print suggests a 6-year
extension of the tax through June 30, 1963. It would be necessary
to make the extension of the tax correspond with the extension of
the act.

Sections 21 and 22 of the bill (Secs. 20 and 21 of the committee
print) should also, we believe, be retained as passed by the House.

Section 23 of the bill (sec. 22 of the committee print) provides that
the amendments shall become effective January 1, 1956, except as
otherwise designated. As the bill passed the House, the Department
was authorized to issue determinations and regulations in 1955 that
would be required for the calendar year 1956. .

In order to avoid a hiatus during which we might be without effec-
tive regulations, it would be desirable to permit our present regulations
to remain in effect until new regulations could be issued under the
authority of the new legislation. The committee print contains
language that will permit this. . . .

I appreciate the opportunity you have given me to testify on this
bill. In closing I want, on behalf of the Department, to urge the
adoption of these amendments to the Sugar Act so that this important
piece of legislation may be kept in effect and strengthened.

Mr. Chairman, there are two tables attached to this prepared
testimony to which reference is made. I believe it would be helpful
if they are incorporated in the record. . _

The CrairmMaN. Without objection, they will be so incorporated
in the record.

Mr. Mogse. Sir, in addition, there has been passed out some
statistics and Agriculture Information Bulletin No. 111 entitled “The
United States Sugar Program’’ which, as you proceed, you might need,
or want information put into the record; but you could make your
own selection as to that .

(The statistics referred to are as follows. The bulletin referred to
is in the files of the committee.)
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Production of sugar tn domestic areas, 1920-56
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{1,000 short tons, raw value]

Crop year ! Bee;t;gggar mgd, Hawaii 3 | Puerto Rico Igﬁﬁié’s d(;rn?gtl;ic
1920 . 1,165 180 560 485 14 2,404
1921 ... 1,091 334 546 491 5 2,467
1922 . 722 302 618 406 6 2,064
1923 el 943 168 554 379 2 2,046
1924 . ... 1,166 90 716 448 3 2,
1925 ... 977 142 781 661 11 2,572
1926 - oo 960 48 805 606 6 2,425
1927 e 1,170 72 832 630 7 2,711
1928 . . 1,135 136 921 752 11 2, 955
1929 .. 1,089 218 925 587 3 2, 822
1930 . 1,293 215 939 872 6 3,325
1981 .. 1,237 184 1,018 788 2 3,229
1932 e 1, 452 265 1, 057 992 4 3,770
1933 oo 1,757 250 1,181 834 4 4,036
1934 .. 1,241 262 959 1,114 4 3, 580
1935, a oo 1,268 382 087 781 2 3, 420
1936 - cceeoee e 1,395 438 1,042 926 4 3, 805
1937 e 1,375 459 944 1,003 7 3,788
1938 e 1, 802 584 941 1,085 4 4,416
1939 ... 1,760 507 994 858 5 4,124
1940 . _____. 1,804 332 977 1, 026 3 4,232
1941 . 1, 584 416 947 940 2 3, 889
1042 e 1,725 458 870 1,166 1 4,210
1043 e 998 497 886 1,046 4 3,431
1044 . __.__ 1,056 438 875 729 3 101
1945 o 1,280 470 821 971 4 3, 546
1946 e 1, 569 425 680 916 5 3, 695
1947 . 1,867 377 872 1,096 3 4,216
148 . 1,312 477 835 1,116 5 3,745
1949 ______ 1, 608 521 956 1, 288 5 4,378
1950 e emcaca e 2,015 565 961 1,299 11 4 851
1961 .. 1, 541 419 996 1, 238 8 4,202
1952, cco e 1, 519 605 1,020 1,372 12 4, 528
1958 e ceceaea 1,872 630 1,099 1,182 14 4,797
1954 ______________ 1,998 610 1,077 1,204 10 4, 899
1955 e e 41,800 4 580 1,141 1,166 10 4, 697

. ¥ Most of the crop-year production totals are produced during the calendar year shown, with the exception
of Florida, where harvesting season begins December of year shown and ends April of tile following year.

? Louisiana and Texas, 1920-24, Louisiana only, 1925-27; Louisiana and Florida, 1928 to date
3 Crop year Oct. 1-Sept. 30, 1800-33. Calendar year, 1934 to date.

duced between Oct. 1 and Dec. 31, 1933.

¢+ Estimate.

1933 production in

cludes 127,000 pro-
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Production of sugar in areas with specific quotas under the Sugar Act, other
countries and world total 1920-561

(1,000 short tons]
%ilaited Do- o
Crop tes Philip-| - | ] Sal- i | Mex- | Nica- ther | motal
year dogtes Cuba | “Hines Re | vador Halti | “jo5 | ragua | Ferv Ties | world
areas 3 public
1920 .. ____ 12,404 | 4,406 589 206 |- 3 89 | . 351 | 10,332 | 18,380
1921 _____.. 2,467 4, 517 502 206 17 11 141 15 342 | 10, 949 19, 167
1922 ... 2,054 | 4,034 588 185 17 11 165 13 351 | 12,079 | 19,497
1923_._ ... | 2,046 | 4,606 529 256 18 6 186 11 341 | 14,774 | 22,773
1924 ___..__ 2,423 1 5,812 779 346 22 9 185 16 345 | 16,734 26, 671
1925 ... 2,572 | 5,524 607 394 20 1 215 18 317 ) 18,064 | 27,732
1926 _____. 2,425 | 5,050 767 346 | _______ 14 203 28 308 | 17,185 | 26,326
1927. ... 2,71 4, 527 808 406 |- __. 18 196 14 415 ) 19,172 | 28, 267
1928 . __.__ 2,955 | 5,775 924 397 23 14 202 10 399 | 19,977 | 30,676
1920 ______| 2,822 5,231 084 404 28 21 235 16 472 | 20,429 | 30,642
1930. .. ... 3,325 | 3,495 983 406 |-_._._._ 21 290 | _____. 543 | 22,898 | 31,961
1931...____ 3,220 | 2,917 1,174 479 33 23 250 | ... 451 | 20,638 | 29,194
1932 .. ____ 3,770 | 2,234 | 1,343 403 11 28 231 (... .. 428 | 18,474 | 26,922
1933_...... 4,036 2,527 | 1,621 428 11 29 207 . 445 ( 18,760 | 28,064
1934 ______ 3,580 | 2,843 755 475 10 40 292 | ..._. 440 | 20,820 | 29,255
1935....-.. 3, 420 2,809 | 1,043 504 13 42 340 |____.___ 429 | 22,916 | 31, 606
1936 _____ 3,805 ( 3,374 1,121 500 18 40 300 |._..___. 455 | 24,865 | 34,378
1937, ...__ 3,788 | 3,380 | 1,116 473 16 46 338 [-coooo- 378 | 25,432 | 34,967
1038 .. __.. 4,416 | 3,004 | 1,149 475 16 46 389 ... 417 | 23,324 | 33,326
1939 ... 4,124 | 3,128 | 1,142 498 16 45 327 |ocee .. 522 | 25,854 | 35,656
1940._.___. 4,232 | 2,734 | 1,148 449 17 35 358 |- ___ 475 | 25,848 | 35,296
1941_______ 3,889 { 3,800 665 528 19 39 495 15 515 | 22,375 | 32,340
1942, ... 4,210 | 3,230 150 472 22 48 487 17 430 | 21,438 | 30, 504
1943 _.___. 3,431 1 4,738 150 567 23 64 460 17 460 | 20,726 | 30, 636
1044 _______ 3,101 | 3,924 75 408 20 50 439 14 466 | 19,610 | 28,107
1945__..___ 3,546 | 4,476 69 504 22 44 444 17 438 | 16,760 | 26, 320
1046.. .. ... 3,505 | 6,448 132 512 32 50 578 17 476 | 19,415 | 31,255
1947 ____.__ 4,215 6,675 398 465 33 47 714 20 520 | 14,827 | 27,914
1948 .. __ 3,745 | 5,763 730 526 26 49 754 22 524 | 19,491 31,630
1049 .. ... 4,378 | 6,127 685 524 27 56 692 26 479 | 19,231 32, 225
1950 __._. 4,851 | 6,348 935 582 31 65 783 30 515 | 22,568 | 36, 708
1951 ... ... 4,202 7,964 1,076 648 31 64 807 35 526 | 22,999 | 38,352
1952 __.__. 4,528 | 5,687 | 1,134 661 32 63 911 38 673 | 22,692 | 36,419
1953 ... 4,797 | 5,390 1,416 700 36 46 960 38 688 | 26,383 | 40,454
1954 . __._. 4,809 | 4,994 1,371 673 36 58 | 1,041 44 726 | 26,701 40, 542
1955....... 4,607 | 5,225 1,208 725 36 50 1,063 45 760 | 27,542 | 41,351

I Noncentrifugal sugar included in 192046 data but not in 1947-55 data.

? Years shown are for crop years; generally the harvesting season begins in the fall months of the year
shown or in the early months of the following year.

3 For details see table 1.
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Final basic and adjusted quolas and marketings or entries, 19/8-55

(1,000 short tons, raw value]
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1948 1949 1950 1951
Mar- : Mar- . Mar- . Mar-
Area Final F;g-a\l ket- |Final F;g_al ket- |Final F;g?l ket- |Final F;g_al ket-
basti:c justed ings bas%c justed ings bas%c justed ings | basic justed ings
quota or en-{quota or en-|quota or en-jquota or en-
Quotay jes quota ™y ieq quota®s jes quota " jeq
Domestic beet sugar______ 1,800 {1,688 |1,656 |1,800 {1,500 (1,487 |1,800 {1,899 (1,749 |1,800 |1,700 | 1,730
Mainland canpe sugar..___. S00) 413 | 455 | 500 | 549 | 558 | 500 | 547 | 518 | 500 | 500 460
Hawail. ... .... 1,052 825 714 |1,052 652 769 1,052 {1,151 {1,145 (1,052 962 941
Puerto Rico_.__acoea.__.. 910 {1,024 {1,013 | 910 |1,091 {1,091 | 910 {1,061 {1,053 | 910 | 956 | - 959
Virgin Islands____.._..... 6 6 4 6 6 4 6 11 11 6 6 6
Total domestic. ... 4,268 |3,956 (3,842 (4,268 (3,798 |3,909 {4,268 |4, 669 |4,476 (4,268 |4,124 | 4,096
Philippines 1. ________.____ 982 240 252 982 557 526 982 532 474 982 782 706
ubs._ o 1,923 2,940 2,938 (2,219 |3,093 {3,118 |3,403 |3,431 (3,276 (2,614 |2,948 | 2,966
Other foreign_____..__.__. 27 64 66 31 52 55 47 68 62 36 28
Total foreign_.._.... 2,932 (3,244 |3,256 |3,232 {3,702 {3,698 4,432 [4,031 |3,812 {3,632 (3,776 | 3,700
—— ———— —— e
Total_____ . ... 7,200 |7,200 (7,098 |7,500 {7,500 |7, 607 |8, 700 |8, 700 {8,288 |7,900 |7,900 | 7, 796

1952 1953 1954 1955 2
Domestic beet sugar.__.__ 1,800 1,560 |1,560 {1,800 {1,620 1,750 (1,800 {1,803 (1,802 |1,800 {1,800 | 1,800
Mainland cane sugar.._._. 500 { 533 | 553 | 500! 517 | 513 | 500 | 501 | 501 ( 500 | 500 500
Hawaii____.______..._____ 1,052 | 972 | 972 {1,052 (1,088 {1,087 (1,052 |1,043 (1,040 |1,052 (1,052 | 1,052
Puerto Rico_ ... __..__.__ 910 | 983 ( 983 |1,080 {1,117 (1,116 (1,080 (1,082 }1,082 {1,080 {1,080 | 1,080
Virgin Islands. ... _.___ 6 6 6 12 13 12 12 11 10 12 12 10
Total domestic______ 4,268 (4,054 (4,074 (4,444 |4,355 [4,478 (4,444 4,440 (4,435 4,444 |4, 444 | 4,442
Philippines ! _______.__.__ 974 | 7741 860 | 974 | 874 | 932 | 974 | 974 | 974 | 977 | 977 977
Cuba_____ . 2,622 (3,025 [3,011 [2,575 (2,760 (2,766 (2,719 |2, 723 (2,722 {2,860 |2,860 | 2 864
Other foreign_.________.__ 36 47 68| 107 | 111 | 115) 113 | 113 | 115 119 | 119 119
Total foreign___..... 3,632 |3,846 {3,939 (3,656 |3, 745 3,813 {3,806 |3,810 (3,811 (3,956 |3,956 | 3, 960
Total. ... e 7,900 {7,900 (8.013 |8,100 (8, 100 |8, 291 |8, 250 i8, 250 |8, 246 (8, 400 (8, 400 | 8, 402

1 Statutory quots of 952,000 short tons, commercial weight, converted to raw value on basis of average
polarization for various years.

2 Preliminary.

NoTE.—Basic quotas are not reduced by reason of a deficit (sec. 204 (¢) of Sugar Act of 1948. Entries

include shipments against credits for drawback of duty as well as against quota (sec. 211 (a)).
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Entries and marketings of sugar in continental United States from all areas, 1920-56

[1,000 short tons, raw value]

Do- . Do-
Main- Vir- | pp; mini-| El , Other
mes- Phil- " N
Year1[Total| tic | 182d | Ha- | Puerto €N | "ip. |Cubat| @B | Sal- | prgyy | Mex- o | pora| o
beet | CB0e waii | Rico S- pines Re- | va- ico gn
area | 8T¢a lan pub- | dor gua cfr‘ilexsl'
lic
1920__.16, 341 |1,165 180 550 413 13 146 |2, 881 92 9 2 31 8| 104 747
1921.._(5, 419 |1, 001 334 541 469 6 165 |2, 590 129 4 5 12 8 10 5b
1922__.16, 813 722 302 568 360 6 275 |4, 527 2 X N PR 21 10 3 14
1923___15, 827 943 168 519 342 2 238 13,426 38 7 4 14 9 50 67
1924 ...16, 463 (1, 166 90 677 393 2 339 (3, 692 8 K N I, 33 6 32 22
1925.__|6, 934 977 142 756 600 11 493 13,923 |______ 2 o 2 9 |- 20
1026___|7, 024 960 48 747 559 6 380 14,280 |.____. 4 |______ 6 9 |___.. 25
1927...16, 809 {1,170 72 777 574 6 531 13,650 |____... ) S RO U 6 [.—.-. 22
1928___(6,691 11,136 136 87 674 11 575 |3, 249 6 0 P E - P— 14
1929_..17, 587 |1, 089 218 882 507 3 711 {4, 149 1 L 2 [ 4 k2 P 14
1930___16, 683 |1, 293 215 868 809 6 794 |2, 645 11 3 2 |oeoan 6 19 12
1931._._16, 741 (1,343 206 098 796 2 872 {2,482 10 ) S P 17 oo 14
1032._.6,313 |1, 319 160 (1,048 940 5 {1,028 |1,791 11 |l eeae 28 PR 4
1033...16, 342 {1, 366- 315 990 793 511,249 11,573 - P 3 18 |.._.. 16 6
1034.._(6,574 11,562 | 268 948 807 5 11,088 |1, 866 18 |ccn]ccaeas ) B 8 3
19035...(6, 277 (1,478 319 | 927 793 -2 917 |1, 830 b, J0 PR (RURPRURN (VRS PP 6 2
1936...16, 833 |1, 364 409 11,033 907 4 985 2,102 kS RN DU SR 1 6 19
1937_..16, 860 |1, 245 491 985 896 8 0991 |2, 155 26 |- oo |emeaan 3 b4 6
1938_._16, 620 |1, 448 449 906 815 4 081 (1,941 6 |oeae- E: N P 5 57 5
1939___17, 466 |1, 809 587 996 1,126 6 980 (1,930 18 |oooo e em 4 39 1
1940...16, 456 1,_ 550 406 941 798 0 981 |1, 756 [ IO (ORI (AU 16 1
1941.__{8, 009 {1, 952 411 903 993 5 855 |2, 700 72 |- -3 R 109 1
1942___15, 655 {1, 703 407 751 836 0 23 11,796 | ocec|eas]aaeaen ) R P NN 38
1943...16,466 (1,524 460 866 642 3 0 {2, 857 I 3 22 |oeee. 2 80
1044___16,942 |1, 155 515 802 743 3 0 |3,618 49 |_..__ 16 |ococo|occcc)aana- 41
1945___15,997 |1, 043 417 740 903 4 012,803 }._ oo o] aee 36 51
1946___15, 657 (1,379 445 633 867 5 012,282 | oo o |aceaea] e} 46 [.___...
1947___17,759 {1,574 383 842 969 3 013,843 |- coccfemccc]ecma] e} 41 4
1948___17,098 i1, 656 455 714 1,013 4 252 |2, 938 15 6 1 9 2 33 |-
1949___|7, 607 (1, 487 558 769 1,001 4 525 |3, 118 12 1 1 9 5 26 1
1950...]8, 288 |1,749 518 |1, 145 1,053 11 474 |3, 276 20 1.-_. 2 2 6 31 1
1951_._|7,796 |1, 730 460 941 959 6 706 12, 966 14 |__... ) U P 13 ...
1952___|8,013 |1, 560 553 972 983 6 860 |3, 011 18 |- 1 10 6 32 1
1953...18, 291 |1, 750 513 |1, 087 1,116 12 932 |2, 766 30 |o.--. 3 13 8 56 5
1954___|8, 246 |1,802 501 |1, 040 1,082 10 974 (2,722 30 |_._.. 3 12 8 56 6
19554__|8,402 |1, 800 500 |1, 052 1,080 10 977 |2, 864 33 |- 3 13 8 &6 6

1 Calendar-year basis, 1920-55.

2 Crop-year produetion, 1920-30.

3 Excludes sugar imported for foreign claimants as follows: 1942, 144,000 tons; 1943, 446,000 tons; 1944,
262,000 tons; 1945, 337,000 tons; 1946, 368,000 tons; 1947, 230,000 tons.

¢ Preliminary.

Raw sugar price, per pound, duly paid, New York, by months, 1947-66

[Cents]
Month 1047 1 1948 1949 1950 1951 1952 1953 1954 1955

JaNUArY o v ceee e 6.03 5. 66 5.69 5.74 6.09 5.80 6.04 6. 04 5.96
February.. o occaceeeo_- 6.12 5. 60 5. 65 5. 59 5. 96 65.77 6.16 6. 06 5. 94
March. oo . 6.12 5. 42 5.68 5. 64 5. 90 6.16 6.33 6.18 5. 84
April . 6.18 5.35 5.63 5. 53 5. 81 6.31 6. 38 6.19 5.82
BY o ccmceomcc e 6.18 5.14 5.78 5.71 6. 36 6.21 6. 35 6.10 5. 956
June.. e 6.18 5.35 5. 86 5.78 6. 69 6. 43 6.37 6.16 6.02
JAY L. 6.18 5. 69 5.83 6.07 6. 30 6.48 6. 41 6. 19 6.01
Auvgust_ . 6.30 5.78 5. 88 6.25 6.00 6. 43 6. 40 6.09 6.02
September. ..o oo____... 6. 32 5. 66 6.01 6.25 6.00 6. 50 6. 41 5. 98 6. 00
October.... e 6.32 5. 65 6.02 6.23 5.93 6. 69 6. 40 5. 96 6. 06
November. .. . ... 6. 32 5. 68 5.91 6.10 5.97 6. 44 6.15 6.156 5.97
December. . o oo 6. 32 5. 66 5. 74 6. 30 5.79 6. 06 6. 05 5. 96 5.83
Average. . el 6.21 5. 54 5. 81 5. 93 6.06 6. 26 6.29 6. 09 5. 95

1 Reflects the average duty paid delivered price charged United States refiners by Commodity Oredit

Corporation.

Source: 1948-556 New York Coffee & Sugar Exchange.
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World raw sugar price, per pound, Cuban basis, by months, 1947-66

[Cents]
Month 10471 1948 1949 1950 1951 1952 1953 1954 1966

January . - .o 5.03 3.96 4.00 4. 62 5. 22 4.54 3.55 3.30 3.17
February..coeeeooe_.. 5.03 4.24 3.95 4. 47 4. 96 4.38 3.52 3.39 3.17
March oo .. 5.03 4.26 4.17 4.44 5. 48 4. 30 3.27 3.28 3.22
Aprll. . 5.03 4.43 4.09 4,37 5.57 4.30 3.38 3.36 3.31
E: 32 5.03 4.27 4.04 4,21 8. 62 4. 24 3.65 3.32 3.38
JUDO oo 5.03 4. 06 4.08 4 .21 7.41 4.17 3.62 3.27 3.26
Jaly e 5.03 4.10 4.13 4.89 6.75 416 3.60 3.13 3.22
August ... 5.03 4.41 4.20 5. 83 5. 61 4.05 3.53 3.18 3.22
September.. ... __._..__ 5.03 4.39 4.19 5. 88 5. 52 4.00 3.29 3.21 3.27
October oo 5.03 4.32 4. 33 5.84 5.28 4.01 3.15 3.25 3.28
November_ oo 5.03 4.27 4.33 5. 58 4,83 4.00 3.10 3.26 3.19
December_ oo 5.03 4.03 4.39 5. 36 4.84 3.84 3.27 3.19 3.16
Average._ oo _o_-- 5.03 4.23 4.16 4.98 5.67 4.17 3.41 3.26 324

1 Prices paid to Cuba by CCC plus CCC’s expenses of approximately 1 percent.
Source: 1948-55, New York Coflee & Sugar Exchange.

Refined cane sugar, quoted wholesale (gross) price per pound, New York, with taz,
by months, 194755

{Cents]
Month 19471 1948 1949 1950 1951 1952 1953 1954 1955

January .. el 8.09 8.21 7.99 8.05 8.25 8.21 8.58 8.65 8. 65
February._ . . cocccecoaee. 8.2 7.82 8.00 7.93 8.25 8.15 8. 50 8.65 8. 62
March. e eeaaaeee s 8.20 7.75 7.95 7.74 8.25 8.38 8.65 8.73 8.55
April e 8.25 7.75 8.10 7.70 8.25 8. 65 8.75 8.80 8. 55
BY - emecccaeace—a—n- 8.25 7.60 8.02 7.70 8.40 8.65 8.75 8.80 8.55
June. . eeem 8.25 7.51 7.87 7.70 8.60 8.69 8.75 8.80 8.55
July o e 8.25 7.75 7.85 7.97 8.74 8.80 8.79 8.80 8.55
August. . . 8.38 7.75 7.85 8.22 8.52 8.80 8.85 8.80 8.56
September__ ..o caan-- 8.40 7.75 7.90 8.25 8.50 8.80 8.85 8.70 8.55
October. e enecana 8.40 7.7 8.05 8.25 8.25 8. 80 8.85 8.65 8.63
November. - oo eae 8.40 7.75 8.05 8.25 8.25 8.80 8.69 8. 65 8.65
December.. oo oceea_- 8.40 7.76 8.05 8.25 8.256 8.71 8.65 8.65 8.65
Average. ... ... 8.20 7.76 7.97 8.00 8. 38 8.62 8.72 8.72 8. 69

1 Ceiling prices were in effect through Oct. 31, 1947.
Source: Lamborn Sugar Market Reports.

Refined sugar, retail price per pound in selected cities, by months, 1947-66

(Cents]
Month 1947 1948 1949 1950 1951 1952 1953 1964 1955

January._ ... 9.5 9.9 9.4 9.7 10.0 10. 1 10.8 10.5 10.5
February.. ... .___.___ 9.6 9.6 0.4 9.6 10.1 10.1 10.6 10.6 10.5
Mareh. . 9.7 9.4 9.5 9.5 10.1 10.0 10. 5 10.5 10. 4
April___ ... 9.7 9.4 9.5 9.5 10.0 10.1 10. 5 10. 5 10. 4
May. o 0.7 9.3 9.6 0.4 10.0 10.2 10. 5 10.5 10.4
JUune. e aaa 9.7 9.2 9.6 9.4 10.0 10.3 10.6 10. 6 10.4
Jaly. oL 9.7 9.2 9.6 9.5 10.2 10.4 10.6 10.5 10. 4
August. _ . ... ___. - 9.7 9.3 9.6 10.1 10.3 10. 5 10.6 10.6 10. 4
September__ ... ________. 9.8 9.3 9.5 10.1 10.3 10. 6 10.6 10.5 10.4
[07:171) 7] 9.8 9.3 9.6 10.1 10.2 10.5 10.6 10.5 10.4
November. . e 9.9 9.4 9.7 10.0 10.1 10.5 10.6 10.6 10. 5
Deeember. ..o . 9.9 9.3 9.7 10.0 10.1 10.5 10. 5 10.5 10.6

Average. ... 9.7 9.4 9.5 9.7 10.1 10.3 10.8 10.6 10.4

Souree: Bureau of Labor Statistics,
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Sugar quotas and prorations; H. R. 7030 as passed by House under assumed
requirements, 19566—60

{Short tons, raw value]

1956 1957 1958 1959 1960

Assumed requirements________.____...____ 8, 535,000 | 8,670,000 | 8,805,000 | 8, 940,000 9,075, 000
Domesticareas. . .o 4,636, 500 | 4,604,000 | 4,671,500 | 4,739,000 4, 806, 500
Beet 1,841,810 | 1,869,215 | 1,896,620 | 1,924,024 1,961,430
Mamlg.nd cane._._ .. o .. 539, 405 547, 431 555, 457 563, 483 571, 600
Hawall. L 1,052,000 | 1,067,653 | 1,083,306 | 1,098,959 1,114,612
Puerto Rico_ . ______________ 1,089,805 | 1,106,020 | 1,122,236 | 1,138,452 1, 154, 667
Virgin Islands. . __.____ .. ____ .. .._.. 13, 480 13, 681 13, 881 14, 082 14, 282
Foreignareas__._. .. 3,008,500 | 4,066,000 | 4,133,500 ! 4,201,000 4,628, 500
Philippines 1 _ ___________ . 980, 0600 980, 000 980, 000 980, 000 980, 000
Cuba.__ .. ... . o memmmememm oo 2, 897, 760 2,011,000 | 2,933,500 | 2,956, 000 2, 978, 500
Full-duty countries.. ... _._ 120, 740 175, 000 220, 000 265, 000 310, 000
Dominican Republic.....__.._____. 29, 984 58, 393 74, 403 90, 221 105, 789

MexiCO. - 12,432 31,564 40, 218 48, 768 57,184
Nicaragua. .o comccceeecrceceean 8, 498 7,801 10, 054 12,192 14, 296

Peru_ ... 56, 396 56, 814 72,392 87,782 102, 930
Haltl___:--._ ....................... 2, 901 5,156 6, 022 6, 877 7,718

Costa Rica._ e . 2 21, 084) 3,409 3, 832 4,382 5, 097
Formosa._.___ oo ____ 2 (1,114) 3,448 3,882 4,447 5, 181
Netherlands_._____________________ 2 §1, 123) 3,460 3,808 4,467 5, 207
Panama. ... 2(1,114) 3,448 3,882 4,447 5, 181
Belgium.____._____________________ 2 (182) 182 182 182 182

British Guiana____________________ 2 (85) 85 85 85 85
Canada._ . ___ 2 (631) 631 631 631 631

Hong Kong_._____ 2 (3) 3 3 3 3

United Kingdom_._._. - 3 (516) 516 516 516 516

El Salvador?_ ______________ .. 4,492 || e e

1 Philippine quota for 1956 is 980,000 tons, may vary slightly in subsequent years.
3 Average 1953-54 charges against quotas. These countries do not have specific prorations under the
resent law. These entries are made within the proration for unspecified countries which amounts to
,037 tons when requirements are 8,535,000 tons.
3 No entries since 1949.

Sugar gquotas and proraiions: Amended H. R. 7030 as referred to Senate Committee
on Finance, under assumed requirements, 1956—62

[Short tons, raw value]

1956 1957 1958 1959 1960 1961 1962

Assumed requirements.______.. 8, 535, 000| 8, 670, 000| 8, 805, 000] 8, 940, 000| 9, 075, 000( 9, 210, 000| 9, 345, 00
Domesticareas__ . .o __---- 4, 545, 750| 4, 620, 000{ 4, 694, 250| 4, 768, 500| 4, 842, 750| 4, 917,000| 4, 991, 250
Beet. . eeaee 1,852,401| 1,884,975 1,910, 307| 1,940, 523} 1,970,739 2,000, 955| 2, 031, 171
Mainland egane__...._______ 549, 349 580,025 587,820 697,118 606,415 615,733] 625,011
Hawaii_ . ooomoomeaaes 1,052,000} 1,052,000 1,066,138 1,083,001| 1,099,865 1,116,728 1,133, 501
Puerto Rico_ oo oo oo 1,080, 000| 1,091,000| 1,114,783 1,132, 416| 1,150,049} 1,167,681 1,185, 314
Virgin Islands. ... ____.. 12, 000 12, 000 15, 202 15,442 15, 682 15, 923 16,163
Foreignareas.....—cocoooo____. 3, 989, 250| 4, 050,000| 4,110, 750| 4,171, 500| 4, 232, 250 4, 293, 000| 4, 353, 750
Philippines 1. . _.o.___ 980,000 980,000{ 980,000, 980,000| 980,000/ 980,000{ 980,000
Cuba._ ... 2, 888, 880| 2, 895, 360} 2, 931, 810} 2, 968, 260| 3, 004, 710| 3,041, 160 3, 077, 610
Full-duty countries......-- 120, 370 174, 640 198, 940 223, 240 247, 540 271, 840 206, 140
Dominican Republic.. . 29, 892 47,433 54, 087 60, 741 67, 395 74, 049 80, 703
Mexico. . oo o_. 12,394 18,115 20, 656 23,107 25,739 28, 280 30, 821
Nicaragua._.___.._.____ 8,472 11,089 12, 645 14, 200 15, 756 17,312 18, 867
Peru_ oo 56, 224 80, 549 91,848 103,148) 114,448] 125,748 137,047
Haiti_ __ o ____ 2, 892 4,037 4,603 5, 169 5, 7137 6, 302 6, 869
Costa Riea......._._. 2 (1,084) 3, 000 3,421 3,842 4, 262 4,683 5, 104
FOrmos@. - oo occoccceeo- 2(1, 114; 3,000 3,421 3, 842 4, 262 4,683 5, 104
Netherlands___.__.__._. 3(1,123 3,000 3,421 3, 842 4, 262 4,683 5,104
Panama. ... .ccoooocoo- 3(1,114) 3,000 3,421 3,842 4, 262 4, 683 b, 104
Belgium_____._____.___. - - 3(182) 182 1821 -~ 182 182 182 182
British Guiana.._.._._. 3 (85) 86 85 86 85 85 86
QCanada._ ... _____ 3 (631) 631 631 631 631 631 631
Hong Kong. ..o 3 (3; 3 3 3 3 3 3
United Kingdom_______ 3 (516 516 516 516 516 516 516
El Salvadord._______._. Ay | PN SN I ESRIi IS EETEP PR

1 Philippine quota for 1956 is 980,000 tons; may vary slightly in subsequent years.

3 Average 1953-54 charges. These countries do not have specific prorations under the present law. These

entries are made within the proration for unspecified countries w

ments are 8,535,000 tons.
8 No entries since 1849,

ich amounts to 6,018 tons when require-



WAGE RATES, PRODUCER INCOME, AND COST OF FOOD AND
CLOTHING, ALL DOMESTIC SUGAR PRODUCING AREAS®
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SUGAR BEETS AND SUGAR CANE
DAILY EARNINGS OF HARVEST WORKERS
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Wage rates, producer income, and cost of food and clothing, all domestic sugar-
producing areas 1

Indexes—1934=100 Indexes—1934=100
Year Year

Minimum f&?&;gg Producer Minimum fg)%sggfi Producer

wage rates clothing income 2 wage rates clothing income 2
1934 . ... _ 100.0 100.0 100.0 || 1945 o __._ 215.4 148.9 172.2
1935 ... 104.7 106. 0 101.2 |} 1946 _.______. 265. 1 170.0 196.5
1936 .. ... 108.9 106. 8 97.3 || 1947 .___. 342.0 204.5 209.0
1937 ... 120.1 111.3 105.9 {} 1948 . _.____ 338.5 221.3 186.3
1938 ... ___.. 126.6 104.5 9%.6 |} 1949___ _______ 339.6 212.6 193.1
1939 ... ___ 132. 5 101.9 102.7 |} 1950...__.____ 350.3 214.3 205.3
1940 ... .. 132.5 103. 4 101.0 || 1951 . ______ 369. 2 237.7 208.0
1041 ____. 136. 1 112.1 120.4 || 1952. . _____ 389.9 241.1 205.7
1942 ... ..__. 168. 0 131.5 132.7 {| 1953 ._..___. 408.9 7T 209.4
1943 . _.__. 198. 2 145.1 147.4 || 1954 .______. 413.0 237.0 197.3
1944 ... ____ 208.3 145.1 168. 1 1955 . _____. 414.8 233.8 199. 4

1'Wage rate and income=applicable data for each area weighted by beet or cane production, 1948-52; cost
of food and clothing=applicable data of U. S. Department of Labor, but giving a weight of 86 to food and
16 to elothing.

2 Per ton of beets or sugarcane.

Earnings per hour,! sugar-beet area and Hawaii

[Cents per bour]
- Sugar-beet ol r Sugar-beet o
Year area Hawaii 3 Year area ° Hawaii 3
1934 . ._ 30.3 21.2 || 1945 . ... _. SRR 60. 5 59.1
1935, - o eeoLo. 32.6 22.5 (] 1946 - oo ooo.o.. 71.1 67.5
1936 . oo 34.0 25,4 [V 1947 .. 75.5 95.7
1937 o ___ 38. 6 27.5 || 1948 . ... 73.0 101. 4
1938 . . o 39.5 26.8 || 1949 o ieo. 72.3 100.8
1939, .. 38.8 26.5 || 1950 . .o __ 74.3 109. 4
140 . ... 38.8 26.7 [} 195) ... 77.2 112.1
194) . oLl 38.9 30.8 || 1952 ... 77.3 120.8
1942 .. 18.8 37.6 || 1953 ... 78.2 128.3
1943 ... 59. 4 44.1 || 1954 ... 78.2 131.9
1944 ... 59.0 48. 4 1956 ... 80.0 132.8

1 Earnings of supervisory, administrative, and employee-service workers excluded.

? Earnings based on minimum rates per acre for contract work divided by average man-hours per acre
exclusive of premiums.

? Earnings include day basis and piecework carnings and overtime and bonuses in years applicable.

Minimum wage rates,! 4 domestic sugarcane areas

{Cents per hour]

. Louisi- | Puerto{ Virgin — . Louisi- | Puerto | Virgin
Year Florida| ~g 0 Rico | Islands Year Florida| (/7 Rico Isli;g
1934 ... ... 15.0 11.3 10. 2 6.1 1945, .. ... .... 35.4 29.6 23.3 20.0
1936___________ 15.0 12.0 10. 2 8.2 || 1946 ..___ 38.7 31.9 21.6 23.0
1936 __________ 15.0 12.0 11.0 8.6 1947 .. .... 43.6 35.2 34.7 25.0
1937 __ ... 15.0 13. 4 12. 2 11.4 1048 . ...... 45.8 36.8 30.7 25.0
1938.__________ 17.8 14.4 13.9 11. 4 1949 . ... 45.8 36. 8 32.0 25.0
1939 . _______. 18.0 15.2 140 11. 4 1950 . . _..... 45. 8 38.7 32.2 25.4
1940 ___... 18.0 15. 4 14.0 11. 4 1951, . ..., 48.9 39.3 33.9 33.3
1041 ____ . __.__ 18.3 16. 3 14.7 12,1 1952, ... _..... 54.1 43.6 36. 6 33.3
1942 .. ____ 22. 3 19.6 17.7 15.3 1983 ... ... 59.1 45.0 39.5 43.6
1943___________ 26. 1 25.9 18. 5 15.3 1954 - oo 61.4 43.9 40.0 43.6
1944 . ____ 30.3 2.4 22.0 17.0 |} 1985 oo 61. 4 44.8 38.8 43.6

! Excludes administrative, field supervisory and employee service workers.
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Sugar beels and sugarcane daily earnings of harvest workers, 1950 crop (also 195/
and 1955 crop for United States domestic areas) including fringe benefits !

1950 crop 1854 crop 1955 crop
Area Earn- | Fringe Earn- | Fringe Earn- | Fringe
ings per| bene- | Total |ings per| bene- | Total |ings per] bene- | Total
day fits day fits day fits

Havwaii__ ... _________ $8.90 [ $1.60 | $10.50 | $11.55 | $2.24 | $13.79 | $11.78 | $2.40 | $14.18
Sugar beets:

Mechanical . __..________ 8.10 .24 8.34 9.34 .27 9. 61 9. 563 .27 9.80

Hand.. ... _._..________ 7.25 .24 7.49 8.44 .27 8.71 8. 46 .27 8.73
Florida. .. ..o ___ 6.10 .23 6.33 791 .30 8.21 8.29 .30 8.59
Louisiana._ . ________________ 4. 60 .16 4.76 5.05 .24 5.29 5.14 .24 5.38
Puerto Rico_ . .. ________ 3.10 .28 3.38 3.61 .32 3.93 3.64 .32 3.96
Virgin Islands______._______ 2. 50 .28 2.78 3.98 .32 4.30 3.98 .32 4.30

! Fringe benefits generally include such items as retirement and pensions, welfare and recreation, village
facilities, or unrecovered costs for welfare, recreation and village facilities, sick and vacation pay, and pay-
roll taxes and insurance.

The CrarrmanN. Mr. Morse, in vour opinion, would the statute
have the effect of increasing the price of sugar?

Mr. Morse. No, sir.

The CaairMAN. I have been told by users that they think i1t would
increase the price by about 1 cent: is that correct, in your opinion?

AMr. Morse. That is not my understanding, sir.

The CaairMaN. Now, would there be the same amount of sugar
available?

Mr. Mogrse. Yes, sir.

The CuHairMAN. The amount would be sufficient; I mean, there
would be sufficient sugar available for the needs of the country?

Mr. Morse. Yes,sir. We have announced a consumption figure of
8,350,000 to start the year and, as is customary, as requirements begin
to grow bevond that, there would be additions to this consumption
estimate.

The CrarrMaN. There is not a possibility, in your opinion, that the
price of sugar will be increased to the industrial users, or consumers,
anywhere along the line?

Mr. Morsg. That is my understanding, and it is in keeping with
the administration of the act in the Department.

The CrairMaN. 1 would like to ask you a few questions as to this
rate that you have here. .

You have here 80 cents per 100 pounds on less than 350 tons; is
that existing law?

Mr. MorsEe. Yes, sir; there is no change.

The CrairMAN. And 30 cents per 100 pounds on production in
excess of 30,000 tons. .

Now, what will your average beet-sugar farmer receive from that
subsidy?

Mr. MorseE. May I ask Mr. Myers here, the head of our sugar
branch to answer that question, please?

The CrHAIRMAN. All right. : o

Mr. MyEgs. The typical beet-sugar farmer, Senator Byrd, is within
the 350-ton limit, and therefore virtually all sugar-beet farmers receive
the maximum payment of 80 cents per 100 pounds. There are a few
that exceed that. The big cane sugar plantation types of farm also
exceed the 350-ton limit.
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The CaairMAN. What would it be in dollars and cents, what would
the average beet farmer receive?

Mr. MyErs. Well, 80 cents per 100 pounds of sugar, or it amounts
to about $2.35 per ton of beets.

The CrAIRMAN. And how many did they raise on the average, how
many tons on beets?

Mr. MyEers. I would want to look that figure up, Senator. It is
readily available. I do not happen to have it in mind, but we have
the figures, and can supply the average figure.

The CrAIRMAN. Eighty cents per 100 pounds would be $16 a ton
of sugar, would it not?

Mr. MyEgrs. That is correct. The following table gives the number
of sugar-beet farms, and acreage payment per farm.

Number of farms, total Sugar Act payments, and average payment per farm in the
domestic beet area, 1948 to date

Total Average Total Average

Crop year I;T[l}ggg Sugar Act | payment Crop year ?rt}xannbfsr Sugar Act | paymet

payments per farm payments | per farm

Dollars Dollars Dollars Dollars
1948 ... 31,323 | 23, 206, 938 741 || 1952 ... .__. 23,553 | 24, 735, 741 1, 050
1949 . ______ 31, 581 | 26, 581, 945 842 {1 1953 .. ... 24, 846 | 29, 974, 245 1, 206
1950 oo 37,328 | 33,744,012 904 || 1954. .. ______. 27,965 | 33, 224,656 1,188
1951 o oo. 27,409 | 25, 899, 661 945 || 19551 . ____... 29, 446 | 30, 548, 000 1,037

1 Estimated.

The CuairMaN. How many tons—you do not know how many
tons?

Mr. MyErs. That is the thing I am uncertain of at the moment,
the tons per farm.

Senator BENNETT. It must be less than 350, or they could not
qualify.

Mr. MyEegrs. That is correct.

The CuairMAN. Does that apply to the cane sugar, the same?

Mr. MyEers. The cane sugar farms tend to be larger and therefore
the payments per 100 pounds of sugar tend to average somewhat
lower—the largest plantations, of course, are in Hawaii.

The CuairmMaN. The same ratio of payments; is it?

Mr. MyErs. It is the same formula of payments, but because of
their large size

The CuairMaN. What is the largest payment that is made, and
by what company that received the largest amount of subsidy?

Mr. Myers. The Hawaiian Commercial & Sugar Co., Ltd., of
Hawaii is the largest one that produces, as I recall, close to 155,000
tons of sugar, so that most of its production would be at the 30-cent,
minimum rate.

The CuairMaN. And what would that be?

Mr. Myers. I would have to look that up, the amount of money
that it received, Senator. We have it. I do not happen to have it
in the figures here. (See pp. 79, 80.)

The CaairMaN. And what did you say it produces?

Mr. MyErs. It produces between 130,000 and 160,000 tons

The CrairmaN. If you say it is 120,000 tons and you calculate that,
how much would they get? You can figure that.

71679—856——=0
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Mr. MyEers. Well, you can do it. I would have to guess at it, if
you want me to.

The CrairMAN. Guess at it; give it to us approximately.

Mr. MyErs. Say, perhaps, 35 cents per 100 pounds, and that would
be (after calculating) something over $1 million.

The CaAIRMAN. $1 million. Now, that company receives $1
million subsidy

Mr. MyEers. They produce, Senator, sugar that, if we had a tanff
of the same amount or had otherwise the same price on sugar, they
would, without the tax, actually receive a larger amount of money
than they do from the payments here, because the tax on that sugar
1s 50 cents per 100 pounds, and they receive something less than 50
cents per 100 pounds in payments. They get 50 cents per 100 pounds
less on the bulk of their sugar than a small farmer would get. They
are the largest producing plantation in the United States arca.

The CrAairRMAN. Now, if that subsidy were taken away from them,
would they still have a profit?

Mr. MyEers. I don’t have that figure before me. I would doubt it
very much.

The Caairman. Will you get the figures?

Mr. Myegrs. I think I can get them. (See pp. 79, 80.)

The CrAIRMAN. Is there any company in this country that gets
$1 million or more?

Mr. MyEers. The United States Sugar Corp. in Florida. It also
is a huge producer. It produces nearly 100,000 tons of sugar.

The CrAIRMAN. And you don’t know whether they get $1 million,
too—they used to get more than that.

Mr. Myers. They have received close to $1 million. I think it
would be something less.

The CrAIrMAN. Is that added to their profits, or what 1s the
theory? I have not exactly understood the basis upon which it is

Mr. MyERs. Senator, payments were not geared to profit. We
have had plenty of sugar producers go out of existence under this
program. Some few have come in. Generally, there has been a
tremendous revolution'in our sugar-producing enterprise, in order to
keep producing at these prices. ‘ .

The Sugar Act is simply a different form of protective device from
what the old protective tariff was. .

The protective tariff was 2 cents per pound regardless of the size of
the producer. All sugar producers in this country got the benefit of
that, the biggest producers as well as the smallest producers.

The tariff was probably not all needed in the years of the 1920’s,
when we had an inflation in the world price of sugar; it was needed
in the early 1930’s. . _ .

This program was devised as a substitute for the protective tariff,
to give more protection in periods of low prices, and less protection
in periods of high prices. .

The sugar payment program, which ranges from 80 cents per 100
pounds for the smallest producer down toward 30 cents per 100 pounds
for the largest producer, was an effort to scale down the amount of
Government payments for the large producer, make him spend more
on his own than a family-size farm sugar beet producer.
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It does not mean that either the sugar beet farmers nor the sugar
plantation that get the payments is making as much profit as the
amount of payment, his profit may be more or less——

The Cuairman. Well, has the Department investigated to de-
termine whether it is more or less?

Mr. Myzers. By and large, Senator, the sugar industry has not
fared as well until the last couple of years as the rest of agriculture.

The evidence of that was that farmers turned away from sugar
beets to other crops. Since the Korean ciisis has passed, the prices
of other crops have come down and there has been a tendency to come
back in the direction of sugar.

The Crairman. Has the price of sugar increased to the extent
you are speaking

Mr. MyErs. Senator, I have those figures right here, and would
like to read them into the record.

Here are the prices of raw sugar from 1947—I will read them by
years:

In 1947, the duty-paid domestic price was $6.21 per 100 pounds.

In 1948 1t was $5.54; 1n 1949 1t was $5.81; in 1950 it was $5.93; 1n
1951 it was $6.06; in 1952 it was $6.26; in 1953 it was $6.29; in 1954
it fell down to $6.09; and in 1955 it fell to $5.95.

In other words, in that entire period from 1947 when we had price
controls and the price averaged $6.21 for the year; to date, it 1s averag-
ing, for example, last year $5.95, something less than it did under
price control in 1947.

The CrairmMaN. And the sugar, except that from Cuba and conti-
nental United States, is still subject to duties, is it not?

Mr. Mygrs. The full duty sugar pays a dutv Cuban sugar pays
a somewhat lower duty. The Filipino sugar has not yet paid a duty,
and the Hawaiian and Puerto Rican and Virgin Islands sugar is, of
course, free, because they are parts of the United States.

The CHAIRMAN. Would it not be possible for you to take these
large payments and give to the committee a statement of the earnings
.of these companies and to what extent this subsidy contributed to the
earnings?

Mr. Myers. We can give you a statement of the payments by com-
panies. It will take us a little time to dig up the information on the
profits of those companies.

The CuairMAN. Take the big ones, take those over $500,000 say,
couldn’t you telegraph or telephone? They are public figures, they
are in reports to the stockholders——

Mr. MyERs. Yes.

(See pp. 79, 80.)

he CHAIRMAN But what I have never been able to get clear in
my mind is why subsidies should be paid to companies making money.
In other words, if they could make money without subsidy, then why
pay the sub31dy‘?

Mr. MyErs. Senator, it is simply a matter of whether we have the
price reflecting the full ‘market price of the sugar, or whether we col-
lect the tax and pay the payments as an enforcement measure—

The Cuairman. Well, should it not have a bearing upon a company,
as to what profits they make? All that we have to offer under the
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free-enterprise system is an opportunity to make a profit. The rest
who are not subsidized——

Mr. Myers. Well, they are paid on the basis of production of
sugar.

The CrairMaN. Of the sugar they sell.

Mr. Mygrs. That is correct, and I think if you will look back at
how the Sugar Act was developed, we started out with a 2 cents per
pound tariff protection on sugar. That was not found satisfactory
from the standpoint of foreign trade, or the domestic sugar production
industry, either.

Therefore, the sugar industry was offered this other form, with a
payment made in lieu of a part of that tariff protection.

The CrairmaN. I understand, but this issue is tied to the profit—
in other words, you can make $1 million, and then get an extra $1
million; could you not?

Mr. MyERrs. A company can make $1 million, or it can lose $1
million

The CmairMAN. I know, but it is possible to make $1 million
without the subsidy and add $1 million to the earnings, by reason of
the subsidy; that is, it could be done, there is nothing to prevent it
from being done, is there?

Mr. MyYERs. Yes, sir; that is certainly possible.

The CrAIRMAN. I would like to say, as one member of the com-
mittee and chairman of the committee, that I would like to have a
statement of all the companies that get over $100,000 subsidies and
find out what the earnings were without the subsidies, and what the
earnings are with the subsidies, with the amount of invested capital.

Senator SMATHERS. That is for cane and beet?

The CHAIRMAN. Yes. That is something that has been urder
controversy here for many years. I think we are entitled to a clear
statement whether these subsidies add to profits already being made
and whether they are necessary in order for the sugar industry to—
I assume we can get that?

Mr. MyEers. Well, it 1s gcing to take a little time to get the infor-
mation on the profit, but we——

The CrairMaAN. I know, but you can send them a telegram saving
that the Senate Finance Committee wants those figures, that they
will hold it up, hold up legislation until they have heard, they can
do it in 48 hours

Mr. Myers. We will do it immediately.

The CraIRMAN. If you feel you cannot do it, give us a list and we
will undertake to do that.

Mr. MyErs. We will undertake to do that. What I meant was
that it was not available in our files.

The CrairMaN. If you have any trouble getting it, let us know.

The tables referred to are as follows:
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Net profit after income tazes as a percentage of net worth of United States
manufacturers of food and related products, 1946 to 19621

1951 3
Industry group ? 1946 | 1947 | 1948 | 1949 | 1950 1952 | 1953 | 1954
Old | New
data | data
Beet sugar (percent) ... ____._______._... 50 86| 91| 91 7.5| 90 90} 70| 6.8 6.9
Number of companies in group.._.- 6 6] -6 6 6 6 9 ) 9 8
Raw cane sugar (percent).._..._.__.__.. 54 (11.5{ 52| 60| 9.5|10.9| 85| 6.6 59 4.6
Number of companies in group.._.. 9 9 8 8 8 8 . 24 24 24
Refined cane sugar (percent). . ..._._._.. 5.8 10.21 7.5 7.6 | 86| 7.0| 6.7] 6.6 57 6.6
Number of companies in group.._.. 6 5 3 3 3 3 5 5 5 5
Soft drinks (percent) __________..__._... 22.826.4 | 225]2.9]17.4|13.2]13.6 | 14.2 | |aceeee
Number of companies in group..... 12 12 10 10 10 10 19 18 |ooofeeoae
Candy and chewing gum (percent)..... 20.5130.2 1207223201134} 11.9|11.2 |- |-
Number of companies in group...__ 13 15 10 10 10 10 23 22 | el
Processed fruits and vegetables (per-
T2 1| 2 12.3 | 14.8 | 10.4 8.8 9.2(13.2( 12.0 Z: Sy A P B,
Number of companies in group..... 11 10 6 6 6 6 17 17 | ]eeeae
Biscuits and crackers (percent)......__. 21.8 21,0} 18.83 | 17.5|15.6 | 12.0 | 1229 { 12.6 {oeeee_]|cvcean
Number of companies in group..... 8 6 6 6 6 6 7 0 PR B
Bread and cake (percent). __.___._..... 23.6 [18.4 [ 21.5 | 15.5}14.6 | 11.3 | 11.5 | 10.4 |.oo___|..---.
Number of companies in group..... 9 9 7 7 7 7 22 . W O R
Dairy products (percent). ... ... 2.0 16.6 [ 13.4 153 13.9 ] 11.1 | 10.8 | 10.0 |ocueofoucun-
Number of companies in group...._. 11 11 8 8 8 8 23 22 [ |omaaea
Meat packing and allied products (per-
cent) . e eeaaa- 12.9 | 15.1 5.8 3.7 6.6 4.0 5.1 4.0 |ceccefeaae
Number of companies in group..... 14 14 12 12 12 12 20 p.. ¢ ) I N
Grocery specialties and miscellaneous
food products (percent). . ______.____. 18.0 | 18.6 | 15.3 [ 12.6 | 15.5 | 11.1 | 10.7 | 9.1 fo—___i.___.
Number of compantes in group..... 15 17 12 12 12 12 41 41 |l
Grain mill products (percent) .. .._.._... 11.8 | 18.0 | 14.5 | 12.4 [ 12.2{ 9.6 | 11.9 | 9.6 |cceef|ce-u--
Number of companies in group-.. _. 11 13 7 7 7 7 22 22 | oo feeeaas

1 Percentages derived by dividing total net profit after income taxes of reporting companies by total net
worth. Data are for ﬁscai years ending during years shown. Sources: 194647, Survey of American Listed
Corporations—Data on Profits and Operations Including Surplus, Securities and Exchange Commission;
1948-50, reports filed with SEC; 1951-52, Moody’s Manual of Investments—Industrials,

2 These data are based on consolidated balance sheets and income statements of the food processors for
which data are reported. Profits and net worth cover all operations of the reported companies whether
domestic or foreign, food or nonfood. Foreign companies, as such, were excluded as were food processors
whose major business was nonfood. .

The companies included are grouped according to their major line of food processing. Where the major
food line of a multiple food company could not be determined the company was included in the group
entitled “Grocery Specialties and Miscellaneous Food Products.” .

3 Percentages shown in column designated ‘‘old data’ were reported in Agriculture Information Bulletin
No. 111, The United States Sugar Program, July 1953, and cover the same firms which reported their 1950
operations to the SEC. Percentages shown in column designated “‘new data” cover the expanded number
of companies reported by Moody’s.



Selected fiscal dala pertaining to sugarcane and sugar-beet producers who received Sugar Act compliance payments in excess of $100,000,
calendar year 1954 or fiscal year ending in 1966

: Net profit (or loss) from Processing tax collected Rate of
Gross income from— Bl operations pl:?ét by U. 8. Treasury— | myooss of | Rate of | ™R
Sugar Act Net worth [(or loss)3| Production tax over | tax per g’;;’:’
Company compliance atend of {inrela-| ofraw compli- | hun- | - 5.0
payments Sugar Other | EXcluding | Including year tion sugar On total | On produc-|ance pay-| dred |ho hyn.
o eragtions operations | compliance | compliance to net produc- | tionfrom | ments |pounds|™ ;.4
p p payments!| payments worth tion own cane pounds
Domestic beet area: None.
Malinland sugarcane area: Percent | Short tons
80d(l:ha.lt1x SSuga.rs, Il'{wﬁfl" $126, 388 (3$50,831,850 | 4 $288, 413 $247, 764 $374, 152 |$13, 241,191 28 36, 445 $364, 450 $117, 340 ($9,048)| $0.50 $0. 54
reclanta Sugar Refin-
ery, Inc. .. ___.o.o____ 119,015 | 2,233,920 21, 082 (194, 448) (75, 433) 854, 614 (8.8) 12, 364 123, 640 109, 960 (9, 055) .50 .54
South Coast Corp.______. 222,787 314,835,182 4 134,029 86, 669 309,456 | 6,355,464 4.9 41,727 417,270 218, 670 (4,117) .50 .b1
Southdown Sugars, Inc__. 187,483 | 3 9, 982,905 4769, 321 681, 655 869,138 | 6,256, 270 13.1 40, 449 404, 490 181, 510 (5,973) .50 .52
United States Sugar Corp. 702,564 | 12,235,474 | 1,014,743 | 1,758,160 | 2,460,724 | 16,028, 5568 15.4 110,924 | 1,109,240 970,860 | 268,296 .50 .36
Total, mainland sugar-
cane aread. —..oo-a-e--- 1,358,237 | 90,119,331 | 3,127,588 | 2,579,800 | 3,938,037 | 42,736,097 9.2 240,909 | 2,409,090 | 1,598,340 | 240,103 .50 .42
Hawali:
Ewa Plantation Co...._.. 489,921 | 8,029,900 459, 904 165, 844 655,765 | 9,757,425 6.7 61, 500 615,000 616,450 | 126, 529 .50 .40
Gay & Robinson.._._...__ 170, 610 Q) ® %) 6 O] ® 16, 512 165,120 163, 750 (6, 860) .60 .52
Grove Farm Co., Ltd. ... 329,637 | 4,506,299 | 1,620,297 (85, 371) 244,266 | 6,105,204 4.0 34,002 340, 020 349, 310 19,673 .50 .47
Hakalau Plantation Co... 166, 301 3,808, 486 109, 428 (111, 440) 54,861 | 61,946, 293 62,8 30, 685 306, 850 159, 210 (7,091) .50 .52
Hamakua Mill Co........ 201,793 | 3,712,676 139, 857 (79, 338) 212,455 | 4,251,719 5.0 28,198 281, 980 291, 310 (483) .50 .50
Hawaliian Agricultural
..................... 313,439 | 4,639,495 329, 752 (186, 735) 126,704 | 5,801,168 2.2 35,613 356,130 322,310 8,871 .50 .49
Hawalian Commercial
& Sugar CO._oococaannn 1,085,695 | 20,094,601 | 9,798,674 520,417 | 1,615,112 | 39,707,052 4.1 155,256 | 1,552,560 | 1,609,410 | 523,715 .50 .34
Hilo-Sugar Plantation.... 172,715 | 4,029, 626 146, 581 30, 862 203,677 | 3,086,028 6.6 31,074 310, 740 165, 960 (6, 755) .50 .52
gorgogpa Suggar Co “ians 301,689 | 3,221,002 530, 916 (144, 529) 157,160 | 3,734,254 4.2 24,081 240, 810 302, 730 1,041 .60 .50
utchinson Sugar Plan-
tation Co_._____....... 192,448 | 2,138, 565 633, 615 (69, 400) 123,048 | 3,801, 658 3.2 16,016 160, 160 186, 730 (5,718) .50 . 52
Kahuku Plantation Co... 201,804 | 2,510,717 717, 054 (124, 454) 77,350 | 2,845,798 2.7 19, 029 190, 290 196, 580 25, 224) .50 .51
Kaiwiki Sugar Co., Lid.. 186,985 | 2,318, 689 25, 150 (49, 263) 140,722 | 2,900,372 4.9 17,577 175,770 184, 140 5, 845) .50 .52
Kekaha Sugar Co., Ltd._. 388,238 | 6,035,817 1,091, 160 62, 354 450,592 | 7,323,798 6.2 46, 256 462, 560 446, 980 58, 742 .50 .43
Kilauea Sugar Planta-
tion Co....__.oo._.. 157,771 1, 845, 425 28, 485 (88, 280) 69, 401 1, 847,841 3.8 13,701 137,010 150, 230 (7, 541) .80 .83
Kohala Sugar Co.____..__ 404,602 | 5,571,742 372, 416 §227, 092 177,600 | 6,430,616 2,8 42, 059 420, 580 474, 400 69, 708 .50 .43
La.ué)ahoehoc Sugar Co... 226,550 | 3,434,205 112, 438 114, 416) 111,134 | 3,266,931 3.4 26, 511 266, 110 221, 580 (3, 970) . 80 .51
MecBryde Sugar Co., Ltd. 204,380 | 3,773,364 593, 962 (105, 203) 189,186 | 8,747,302 2,2 28, 462 284, 620 294, 040 (349) .60 .50
Oahu Sugar Co., Ltd_.__. 596,149 | 9,812,013 | 2,702,117 361, 015 957,164 | 186, 208, 846 659 75, 676 756, 760 793,500 | 197,351 .50 . 38
Olaa Sugar Co., Ltd___._. 281,954 | 6, 409, 630 402,399 | (1,027, 336) (745, 382) 5, 270, 865 (14.1) 49, 721 497, 210 280, 950 (1, 004) .50 . 50
Olokele Sugar ('Jo., Ltd._.. 308,685 | 3,838,500 350, 080 35, 216 343,901 | 5, 530, 607 6.2 28,732 287, 320 314, 390 5,705 . 50 .49
Onomea Sugar Co_....... 201,629 | 3, 948, 546 109, 147 (121, 051) 80, 578 6615,273 | ©13.1 30, 682 306, 820 196, 400 (5, 229) . 50 .61

0°9]
)
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Paauhau Sugar Planta-

tion Co..ooovmnn .
Pepeekeo Sugar Co._____.
Pioneer Mill Co., Ltd....
The LIiJl;ge Plantation

Wailuku Sugar Co..._ ...
Total, Hawaii 7......__.

Puerto Rico:

Eastern Sugar Associates.
Heirs of Miguel Esteve
Blanes, deceased..___. ..
Ramon Gonzales IHer-
nandez...._......._.__..
Mario Merecado ¢ Hijos...
Luce& Co..........__.
Antonio Roig, successors. .
Sucesion J. Serralles and
Wirshing & Co., co-
producers...............

Total, Puerto Rico. ..

Total, all areas 7_.___._

176,535 | 2,527,479 49, 982 (66, 617) 109,918 | 2,632, 254 4.2 19,195 191, 950 169, 980 (6, 555) .50 .52
194,619 | 3,715,276 140, 901 (40, 838) 153,781 | 3,687,061 4.2 29,019 290, 190 189, 020 (5, 599) . 50 .51
433,037 | 7,330,735 996, 997 198, 875 631,912 | 9,647,141 6.6 56, 218 562, 180 521, 650 88,613 .50 .42
508,508 | 8,262,869 | 5,065,251 44,789 553, 297 | 15,079, 210 3.7 63, 681 636, 810 647,430 | 138,922 . 50 .39
450,332 | 8, 558,824 440, 643 27,735 478,067 | 9,829,385 4.9 66, 277 662, 770 550,470 | 100, 138 .60 . 41
244,946 | 3,558,270 408, 844 69, 765 314,711 | 6,006, 635 6.2 27,018 270, 180 242,000 (2, 946) .80 .51
8,773,071 137,722,931 | 27,376,060 | (1,115,391)| 7,487,070 |186, 150,736 4.0 | 1,072,751 | 10,727,510 | 10,040,910 (1, 267, 839 .50 .44
337,838 | 8,009, 549 None (84, 383) 253, 455 | 12,427,671 2.0 122,448 | 1,224, 480 362, 980 25,142 .50 .47
135,362 | 1,058,723 R, 629 (53, 622) 81,740 | 1,690,710 1.8 %12, 664 126, 640 126, 640 (R, 722) . 50 .53
105, 505 800, 018 None (101, 794) 3,711 555, 488 .7 89, 646 46, 460 96, 460 (9, 045) .50 .55
105,983 | 3,721, 302 14,900 (14, 402) 91,561 | 4,147, 644 2.2 32, 584 325, 840 96, 910 (9, 053) . 50 .55
535,355 | 5,449,189 140, 297 (397, 415) 137,940 | 10, 963, 250 1.3 * 68, 224 682, 240 692, 180 | 156, 825 .50 .39
345,101 | 4,765,658 191, 566 (191, 191) 153,910 | 5,874, 642 2.6 38, 326 343, 260 375, 060 29, 989 .50 .46
261,941 | 2,119,971 74,338 (674, 766) (412,825)| 3,433,765 | (12.0) > 25, 989 259, 880 259, 890 (2,051) . 50 .50
1,827,065 | 25,924, 410 429,730 | (1,517, 573) 309, 492 | 39,003,170 .8 309,881 | 3,008,810 | 2,010,150 | 183,085 .50 .45
11,958, 373 (253, 766, 672 | 30, 933, 378 (53, 164) 1 11, 734, 599 (267, 980, 003 4.4 | 1,623,541 | 16,235,410 | 13, 649, 100 |1, 691, 027 .50 .44

1 Without adjustment for the income tax paid on compliance payment.
2 Including compliance payment.
3 Includes gross income from operations as a refiner of offshore sugar.
1 Includes income from olil and gas royalties or leases.

s Not available.

NoTEe.—Parentheses denote a net loss or a negative.

o Current net worth depleted by substantial losses in carlier years; this condition in-
flates the apparent rate of profit in relation to investment.
$1,668,000 for Hakalau and to $3,470,000 for Onomeca.

“ Subject to footnote 5.

The capital debt amounts to

S Estimated sugar production from sugarcance grown for which compliance payment
was made, although sugar was processed by others.

NOISNHLXH IOV dvDAas
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82 SUGAR ACT EXTENSION

THe CHIARMAN Are there any questions, Senator Smathers?
Senator SMATHERsS. Not at this time.

Senator FrREAR. I have a question.

The CrAIRMAN. Senator Frear.

Senator FREAR. Mr. Morse, in your statement you say:

To compensate the Treasury, a tax of 50 cents per 100 pounds, raw value, is
collected on sugar consumed in this country.

What do you mean by “raw value,” and from whom is the 50 cents
collected?

Mr. Morsk. It is collected, Senator, from all sugar consumed in
this country.

Senator FrEarR. Where do you collect it, from the housewife?

Mr. Morse. From the, or through the processors.

Senator FrREAR. The processors?

Mr. Morsg. Yes, sir.

Senator FrEar. And whether it is domestically produced, or
whether it is imported?

Mr. Morsg. Yes, sir.

The CrairMaN. That is added to the price of sugar, of course.

Senator FrREAR. The housewife pays

Mr. MorsEe. The users of sugar.

The CrairmaN. The users of sugar pay, it is reflected in the price,
like the gasoline tax.

Senator FREAR. And what does “raw value’”’ mean?

Mr. Mogrse. That is before the sugar proceeds on to the refining
process, the next

Senator FrREar. That is the way it is received in the refinery?

Mr. Morse. Yes, sir; and then it goes through a refining process,
depending on the end use.

Senator Frear. Yes. Then, you also have a duty on sugar that
is imported into this country?

Mr. Morske. I would like to have Mr. Myers answer that.

Mr. Mygrs. One-half cent a pound on Cuban sugar. Five-
eighths of a cent per pound on full duty sugar.

Senator FrREaArR. Now, as I understood earlier. questioning this
morning, all this revenue from all these sources goes into the Treasury?

Mr. Myers. That is correct, and if I failed to make myself clear
this morning, let me do so now. The revenue from the processing
tax goes into the Federal Treasury just the same as from duties.
We work on appropriations.

Senator FrREAR. That is the next question. How do these people
who get these subsidies acquire them?

Mr. Myers. They acquire them, Senator, by demonstrating the
quantity of sugar they have produced and keeping within their
quota or allotment. If they are processors they must pay at least
as much as the determined fair price when they buy from individual

owers and in all cases they have to pay at least the minimum wages
%(l;r the labor and they must use no child labor.

Senator FrREAR. And they draw a voucher on the United States
Treasury for whatever that calculation may be; is that right?

Mr. MyEers. Well, we write a check for them, yes.

Senator Frear. Well, that does not seem like too bad a scheme,
but there must be some—is the Department of Agriculture charged
with the execution of this Act?




SUGAR ACT EXTENSION 83

Mr. MyERrs. Yes, sir.

Senator FREArR. And it is up to someone in the Department to deter-
mine whether they are eligible or whether they are not?

Mr. MyEers. That is correct.

Senator FrEar. And you have to have fieldmen?

Mr. Myers. We do have quite a field force.

Senator FREaAr. To enforce this; is that right?

Mr. Mogrse. That is true, the same field force that carries forward
our filed operations in the Department.
hSenator FrEAr. Also in that same paragraph on page 2, you say
that:

These payments range from 80 cents per 100 pounds of sugar for production of
less than 350 tons per farm to 30 cents per 100 pounds.

Now, who pays the 50 cents, and who can get the 30 cents—the real
question is, Is the fellow going to pay in 50 cents, and get back only
30 cents in some instances?

Mr. MyEegs. If they are going to have the same price of sugar, yes,
and I think that is pertinent, particularly with respect to the large
Hawaiian corporations that have a tax of 50 cents per 100 pounds
collected on their sugar, and their payments go down as low as 30
cents per 100 pounds.

Senator FrEar. The only difference I can see in that is that the
housewife has to pay the 50 cents, and the processor or producer gets
the 30 cents.

Mr. MyEers. That is correct; he gets all if he

Senator Frear. That is, if he satisfies the requirements?

Mr. Mygrs. That is right.

Senator FrREAR. That answers the questions.

The CrairMAN. Some producers get 80 cents?

Mr. Myers. That is correct.

The CrairmMaN. What is the average?

Mr. Myers. The average is between 65 and 70 cents, Senator,
probably about 66.

The gHAIRMAN. Does the Department have sufficient funds to do
it, or——

Mr. MyEers. No; but because of this scaledown, the average pay-
ment is less than the 80 cents per 100 pounds maximum. .

Senator SMmaTHERS. What percentage of the beet sugar would be
produced by what we call large companies, say, companies that have
capital assets over $1 million?

Mr. MYERs. A comparatively small amount of sugar, that is,
sugar beets are grown by those companies. Characteristically, beet
farming is a family sized farm operation.

In the case of cane, by far the largest amount of the payees would
be small producers; but by far the largest portion of production is by
the largest producers.

As you know, cane production is an enterprise that lends itself to
large-sized operations.

Senator SMATHERS. Would you be able to submit to us for the
record the figures on what percentage of cane-sugar production is
grown? by companies that, we will say, have over $500,000 of capital
assets

Mr. MyERs. Senator, I do not think we have it in quite that form,
but we have the information you are trying to get at already available.
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I simply suggest we not take time to dig it out of the tables at this

moment.

ducers, that you are asking for.
Senator SMATHERS. And you will be able to supply that to us?

Mr. MyEers. Yes, indeed.

(The following was later received for the record:)

I am sure we have that, the distribution by size of pro-

Sugar beet program (1952 and 1953 crops) —Number of payees and amounts of
payments by size groups

Number of payees Amount of payment
Size groups of payments to payeces
1952 crop 1953 crop 1952 crop 1953 crop

$0.01 to 820 .. e 477 635 $5, 57 $8, 495
$20.01 to $40_ . eeeean- 1,237 1,402 37, 508 43, 584
$40.01 to $60. . oo 1,313 1,640 64, 697 77,485
$60.01 to $100_ . - e eemaen- 2,863 3,040 226, 522 275, 418
$100.01 to $150. e eiccceean- 3, 392 3, 530 417, 663 474,725
$150.01 to $200. .- . i e-. 2,955 3, 202 509, 029 528, 360
$200.01 to $300_____ . o... 4,710 4, 051 1, 150, 917 1,312,418
$300.01 to $400. .. e eieeae- 3,423 3,834 1,174, 944 1, 394, 983
$400.01 to $500. . e aea 2, 597 2, 9856 1, 148, 619 1, 389, 675
$500.01 to $1,000_ _ ... 7,004 7, 541 4, 967, 401 5, 841, 518
$1,000.01 to $2,000. .. ... 4, 250 4, 469 5. 909, 000 7. 503, 824
$2,000.01 t0 $3,000. o 1,083 1, 403 2, 600, 421 3, 658, 712
$3,000.01 to $4,000. . .. 426 530 1, 452, 550 1,792, 316
$4,000.01 t0 $5,000____ . __ o ___._. 209 3 930, 909 1,412, 623
$5,000.01 to $10,000_____ .. ... __ . .. .. .. 341 370 2, 288, 589 2,611,644
*$10,000.01 and above. . ... ... 123 124 1,851,045 1, 984, 220

Total. .. .. 36, 400 40, 000 24, 735, 389 30, 310, 000

Payments for the 19562 and 1953 sugar programs for the Virgin Islands according to
specified harvested acres

Percent of total Authorized net Average payment
Specified harvested Number of farms farms payment per farm
acres

1952 crop | 1953 crop ; 1962 crop | 1963 crop | 1952 crop | 1953 crop | 1952 crop | 1953 crop

01tol. .. ... 122 116 24.75 24. 57 $2, 370 $2, 034 $19. 43 $17.53
11to 2. oL 136 107 27. 59 22. 67 5,616 3.902 41,29 36. 47
21t03. . . 97 93 19. 67 19.70 7, 146 6, 588 73.67 70.84
31to b . 77 78 15.62 16. 53 8,013 8, 488 104. 06 108. 82
51010 . _.__ 48 64 9.73 13. 56 9, 351 13, 099 164. 81 204. 67
101 to 16 e .. 7 5 1.42 1.06 3,073 2,107 439. 00 421.40
16.1t0 50 c e 4 5 .81 1.06 4,750 6,127 | 1,187.50 | 1,226.40
§0.1t0100. ... |- ) UK ) B P, 6,325 |--cacooeee 6, 325. 00
100.1 and up........_ 2 3 .41 .64 | 104,770 | 122,230 |52,385:00 | 40, 743.33
Total...___.__. 493 472 100. 00 100.00 | 145,089 | 170, 900 29, 430 362. 08

e e
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Mainland sugarcane program (Louisiana and Florida, 1952 and 1953 crops)
Number of payees and amounts of payments by size groups

Size groups of payments to payvees

Number of payees

Amount of payment

1952 crop 1953 crop 1952 erop 1953 crop

$0.01t0 820, ... 931 830 $10, 257 $8, 862
$20.01 t0 B840 . eoo_- 1,000 894 29, 534 26, 549
$40.01 t0 $60._- ol 810 634 40, 081 31, 533
$60.01 to $100 1,026 876 79, 969 67,714
$100.01 to 8150« oo . 766 678 94, 515 83, 971
$150.01 t0$200. . 471 405 81, 146 70, 233
$200.01 t0 $300_ . .o eeaeas 619 566 151, 682 138, 931
$300.01 t0 3400, - oo e 363 342 125, 509 117,739
$400.01 to $600. - - .. 301 255 134, 379 113, 808
$500.01to $1,000. _______ ... 806 805 579, 037 587, 770
$1,000.01 t0 $2,000. .. ...-. 547 586 765, 740 825, 675
$2,000.01 t0 $3,000__ . ... 211 226 512, 986 552, 846
$3,000.01 to $4,000___ ... 83 119 280, 997 418, 419
$4,000.01 60 $5,000_ .. . - ... 73 63 324, 854 284, 942
$5,000.01 to $10,000__ __ ... _o... 131 146 921, 552 1,017, 992
$10,000.01 and above_____________ . . __ . . ... 124 140 3, 844, 369 4,281,016

Total . - eo-. 8, 262 7, 565 7,976, 607 8, 628, 000

Hawaitan sugarcane program (1952 and 1953 crops).— Number of payees and
amounts of payments by size groups

Size groups of payments to payees

Number of pavees

Amount of payment

1952 crop 1953 crop 1952 crop 1953 crop
$0.01 40 $20. - ..o iieaoas 18 20 $131 $112
$20.01 t0 340 - - oo 9 14 257 444

18 14 900 713

34 35 2,704 2, 786

38 39 4, 731 4, 991

39 29 6, 681 5, 081

63 30 15, 465 22,489

70 70 24, 455 24, 433

83 79 37,022 35, 616

282 336 205, 250 236, 795

236 276 333, 519 375,937

77 95 184, 432 230, 750

25 36 82, 760 124, 538

$4 9 14 39, 682 62, 010
$5,000.01 to $10,000____ ... . . 8 21 54, 164 124, 205
$10,000.01 and above. ... . ..o ____.. 33 32 8, 405, 985 8, 904, 700
Total . oo eees 1,042 1, 200 9, 398, 138 10, 155, 600
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Payments for the 1951-62 and 1962-63 sugar programs for Puerto Rico, according
to specified harvesied acres

Number of Percent of total Average payment per
farms farms Net payment B8 P
Specified harvested
acres
1951-52 | 1952-53 | 1951-52 | 1952-53 1951-52 1952-53 1951-52 1952-53
crop crop crop crop erop crop crop crop

01t06.0._.__________ 10,973 | 12, 568 659.92 | 63.36 | $1,038,424 | $1, 266, 131 $04. 63 $100, 74
51t010.0______._____. 2,720 2,789 14. 85 14,05 894, 770 787,130 328. 96 282, 23
10.1t0 15,0 e 1,175 1,166 6.42 5.88 676, 059 606, 433 075. 37 520. 10
15.1t025.0 .. ___.__ 1,195 1,128 6. 563 5.69 1,091, 401 891, 266 913. 38 790.13
25.1t050.0_._____._._ 976 931 5.32 4.69 1, 626, 709 1,413, 140 1, 666. 80 1,617.87
50.11t0100.0.o____ 586 590 3.20 2. 97 2,022,187 1, 806, 387 3, 450. 83 3,061. 67
100.1 to 150.0_________ 200 183 1.09 .92 | 1,228 663 1,017, 108 6, 143. 31 5, 657. 97
150.1 t0 200.0...______ 114 118 .62 .59 987,034 941, 050 8, 658. 19 7, 975.00
200.1 to 250.0___.______ 89 81 .49 .41 1,030,375 858, 414 11, 677. 26 10, 697. 70
250.1 to 500.0_.______. 214 223 1.17 1.12 | 3,908,870 | 3,777,886 18, 265. 76 16,941, 19
500.1 to 750.0...caee__ 44 30 .24 .15 1, 256, 106 783, 831 28, 547. 84 26,127.70
750.1 t0 1,000.0_______ 9 8 .05 .04 381, 951 284,689 | 42 439.00 3b, 586. 12
1,000.1 to 1,500.0..___ 4 5 .02 .03 185,703 203, 247 46, 426. 75 40, 649. 40
1,600.1 to 2,000.0.____ 4 5 .02 .03 268, 797 352, 400 67,100. 25 70, 480. 00
2,000.1 t0 3,000.0._ ... 4 3 .02 .02 444 553 283,367 | 111,138.25 94, 455. 67
3,000.1 to 4,000.0._.___ 1 1 01 01 154, 701 1490, 143 | 154, 701. 00 140, 143. 00
4,000.1 £0 6,000.0. . ___|_______. ) B D 1) I 318,746 | __._.___... 318, 746. 00
6,000.1 to 8,000.0..._. 2 1 01 01 732, 610 337,295 | 366,305.00 | 337,295.00
8,000.1 0 10,000.0_ - - _ || e e e e
10,000.1 to 12,000.0.__ 1 1 01 01 388, 236 336,688 | 388,263.00 | 336, 688.00
12,000.1 to 15,000.0._ 1 1 01 01 605, 165 560, 600 | 605, 165. 00 560, 600. 00
15,000.1 and Over- o |oc oo oo | oo e e oo e e e e oL,

Total .o 18,312 | 19,833 | 100.00 | 100.00 | 18,922 493 | 16, 965, 951 1, 033. 34 855. 44

Senator FrEaAr. How is your money made available to use for these
payments? -

Mr. MyErs. By appropriation.

Senator FreEar. By appropriation; and are the appropriations
always sufficient to make the payments?

Mr. Mygers. No, Senator, they have not been as large, several
times, as the amount that would be required for the entire crop.

During the war we fell behind, and we have fallen behind in the last
2 years.

yI‘he reason we are able to do that is that some of the applications
come in in the following fiscal year, and therefore we have been able
to live by that method. Actually in the past 2 years, I think our
annual appropriation for payments is something like $59,500,000, when
the total annual requirement would be $67,200,000.

Senator FREAR. And do you make up that balance through a
deficiency appropriation?

Mr. Myers. No, we just have got a little behind on our payment
schedule, but it has caused no difficulty to date, because the farmers
have not yet applied ; but we will have an increase in our appropriation,
in order to keep abreast hereafter.

Senator CARLsON. Mr. Chairman.

Senator FrREAR (acting chairman). Senator Carlson.

Senator CArRLsoN. Mr. Secretary, you are concerned, of course,
about the exportation of our farm surplus crops, I am sure, because
I know the Department has been working at it.

Now, I want to know if you have any information as to how our
exports in some of these countries we have been rather liberal with in
the past, I think, have increased or decreased during the past years—
do you have that figure, or can you get 1t?
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Mr. MorseE. We can get it for you. I do not have the information
here. ”

(The following was later received for the record:)

United States exports of agricultural products to countries from which sugar imports
exceeded 1,000 tons in 1968 and 19564

{In thousands]

< Calendar year
Country
1952 1953 1954
Cuba._ e $153, 980 $143, 251 $133, 215
Republic of the Philippines_.. .. .. _.___. 54, 652 59, 088 54, 066
Dominican Republie.... .. e icceeea 5,187 5,199 4, 831
2 -1 1 5 PSR 6, 754 5,976 8, 386
MeXico. - e ————— e m 100. 027 103, 061 59, 653
Nicaragua - o oo cmcmcmm——c———————— 2,037 2,129 2, 094
Peru. e ececmcccesm—————— 15, 169 9, 739 7,656
China (Talwan) . ... e m 27, 364 43, 970 43, 605
Costa RICA oot 4,498 5,339 5, 717
Netherlands._ .o .. e 159, 308 133,877 248, 244
Panama . . e 9,133 8, 636 9, 787

Senator CarLsoN. Well, this morning I mentioned to Secretary
Holland of the State Department what I believe to be accurate infor-
mation in regard to the exports of wheat flour to Cuba, for instance,
and I wonder if you want to look into that a little, and get a statement
in the record in regard to that situation.

Mr. Morse. We would be very happy to.

Senator CarLsoN. You do not know right at this moment?

Mr. Morse. We do not have this information with us.

(The following was later received for the record:)

United States exports of wheat and wheat flour to Cuba, 1952-64

(In thousands])

ity of " | Total wheat
wholly o otal whea
Calendar year Wheat  |ynited States| equivalent !
wheat
Hundred-
Bushels weight Bushels
1952 e eceeemece—emcaeccee————————— 488 1,672 4,384
1088 e e e e me—mme——em——mee—————;————————— 1, 407 1, 639 5, 226
1064 e e cmeeemmcemese—m—mmmme—mme————————— 1, 700 1,452 5,083

1 1 hundredweight of flour is the equivalent of 2.33 bushels of wheat.

Senator CarLsox. That is all.
Senator FREaR. Senator Malone?

Senator MALONE. Mr. Secretary, how many States are there in the
United States that produce beet and cane sugar?

Mr. Morse. There is something over 23

REMAKING INDUSTRIAL MAP OF UNITED STATES

Senator MarLoNE. And they would include Michigan and Jowa——
Mr. Morske. Yes, sir; some in Ohio, Minnesota, the Dakotas; and
then, of course, the two sugarcane States with the principal beet pro-

duction in the Western States, as you

know.
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Senator MaLoNE. What States are at the top in the production of
both cane and beet? I suppose California and Indiana are two of the
top ones, are they? Name some of the larger producers.

Mr. MorsE. Let me turn to Mr. Myers for that.

Mr. Myers. California, Colorado, Idaho, Michigan, Oregon, Minne-
sota, Wyoming, and Montana, in the case of beets.

In the case of mainland cane, there are just two States. Louisiana
1s the larger; and Florida is the smaller.

Senator MaLoNeE. What was the other State?

Mr. MyEgrs. Florida.

Senator MavoNE. Now, Mr. Secretary, do vou know if any of these
States are capable of increasing their production on a profitable basis
within the price range that vou named a little while ago which seemed
to be close to 6 cents, in the last 8 or 9 or 10 years, 6 cents a pound?

Mr. Morse. The best answer to that, Senator, perhaps is the fact
that there 1s an urgent desire to expand sugar production and there is
need for participation in the increased consumption of sugar in this
country. It.is a matter of alternate opportunities in connection with
other crops and livestock.

In years past, farmers in some vears—have tended not to keep up
their production of sugar, particularlv sugar beets—I speak with
some personal experience.

Senator MaLoNE. You mean that they simplv did not keep up
their production?

Mr. Morsg. Not in all yvears—I mean, farmers with alternate
opportunities in some years have turned to other crops. Now, a
new development

Senator MaLoneE. When they guaranteed support prices on some
other crops?

Mr. Mogrsge. As you know, during the war and postwar periods,
livestock prices were attractive. For various reasons they have
sometimes shifted their production away from sugar beets.

There has come in a development in the sugar industry, that is
as far as the farmers are concerned, which is mechanization, which
has had an influence in increasing the interest of farmers in growing
sugar beets and cane.

Senator MavLoNE. Do you have applications for increase in produc-
tion of sugar, either cane or beet, and if so, what States have applied
for such increase?

Mr. MorseE. We have the demand—do you deal in terms of appli-
cations? You see, farmers are under allocation, or proportionate
shares. Yes, we have had very insistent applications and various

Senator MaLoNE. From farmers or States?

Mr. Morsk. From farmers; yes, sir.

Senator MaLoxE. Now, there is no allocation to a State as such?
The allocation is to the entire country, and then to the individuals
that produce it?

Mr. MogrsEe. It is common, where we have acreage allotments, to
break down national quotas into State quotas, and then usually in
turn to county quotas, and then finally to the farms.

Senator MaroNeE. Now, you had very insistent applications for
additional acreage from individual farmers, individual producers. Do
you also have some to increase such production from States officially;
from the States individually?




SUGAR ACT EXTENSION &89

Mr. Morse. I am not——

Senator MavonE. That is, in Idaho, did the Governor ever write a
letter, or in Wyoming did the Senator ever say to you, “Give us an
increase in sugar production?”’ ’

Mr. Morse. Yes, we have heard from Members of Congress and
Senators. I am not sure of the Governors, but I am certain that their
interest would be very strong in the direction of seeking increases.

Some of this demand has been in behalf of the younger farmers, who
are trying to get started, where they are very anxious to have an
acreage of sugar beets.

Senator MaLoNE. Cash crops?

Mr. MorsEe. Yes, as a cash crop, and a dependable crop that has a
known market. They want an allotment.

Senator MavLoNE. Now, was it not always our intention, or at least
it was presumed to be our intention, to encourage young people to
get into business for themselves, including the farming business, isn’t
that traditional with us?

Mr. Morsg. Yes, sir.

Senator MaLoNE. Well now, then, the next question:

What do you pay for the foreign sugar, do you pay either the same
price for the foreigners that you do with the domestic producers?

Mr. Morse. Let me ask Mr. Myers to answer the question. He
has been dealing with this right along.

Mr. MyERs. Senator, the foreigner gets a somewhat better price,
selling to the United States, than to the world market, but he does
not get as much as the domestic price.

Senator MaLoNE. What do you pay?

Mr. Myers. I think, as an excellent example, that the Cuban—
and I am going to speak now in round figures, and I hope you won’t
be bothered if I am off a few pennies per 100 pounds

Senator MALONE. Yes.

Mr. Myers. The world price today is substantially $3.25 per 100
pounds. Added to that, to get the sugar here, it would cost close to
50 cents—45 cents would be a little more accurate, but let us take a
round figure, 50 cents.

The tariff would also be 50 cents. That would bring you up to
$4.25.

The domestic price today is right at 6 cents, let us say 6 cents.

Therefore, there is $1.75 per 100 pounds premium that Cuba gets
by selling to the United States, above the world market.

Senator MaLoNE. They get the 6 cents?

Mr. Mygrs. That is right.

Senator MaLoNE. Well, that was my first question, and is all I need
to know. The housewife then or the United States consumer does
not gain through purchases abroad. They pay the full price.

Mr. MyErs. Oh, I beg your pardon. {\To, Cuba gets the 5 cents,
you see, Cuba must ship the sugar here, and it must pay the tariff,
so it nets roughly 5 cents.

Senator MaLonNE. That is a preferred tariff country? They get
the 6 cents less the freight and the tariff.

Mr. Myers. That is right.

Senator MaLoNE. One-half cent per pound or 50 cents per hun-
dredweight tariff?

Mr. Myers. That is correct.
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Senator MarLoNE. Well then, the $6.30 less 50 cents is what they
get for sugar?

Mr. MyERs. Less the cost of transportation.

Senator MALoNE. Of course. That is what they get delivered in
the United States?

Mr. MyEgrs. That is correct.

Senator MALONE. Now, Mr. Secretary, there has been the state-
ment; it has been said here many times, that we are interested in the
consumer. Now, if we are interested in the consumer, we are inter-
ested in whether or not the consumer gets a lower price when we buy
from the low wage countries.

There has been no testimony presented here that the consumer
benefits at all from such foreign imports. What do you tbink?

Mr. Morse. I would assume there would be a reflection of a lowered
price on sugar, in the consumer price.

Senator MaLoNE. What would it be, for example?

Mr. Morse. I would not know in reference to that, Senator.

Senator MaroNe. On paper it does not add up, of course. What
they get is exactly the same price as our domestic producer less the
freight and duty and both are low. The consumer does not benefit.
Cuba or any such foreign country gets a bonus of $1.75 per hundred
over the world price.

Your statement interested me, in your written statement, that there
was virtue in imports of sugar, so that you could sell some other
products abroad. Do you consider that your job as a Cabinet
officer is to trade one American product for another?

Mr. MorsiE. We believe in trade and, as you know, Cuba, which 1s
selling sugar, is buying very substantially from this country, and that
applies also to the other countries that are selling us sugar. These
purchases represent agricultural products as well as industrial ones,
so that we have an interest, agriculturally— _

Senator MaLoNe. Yes. What price do you get for the agricultural
products?

Mr. Morst. They would move at world prices.

Senator MaLoNE. At the world value?

Mr. Mogrse. Yes, sir.

Senator MaroNe. What products are there that you can name, just
offhand, on which we have a support price?

Mr. MoRSE. A minimum

Senator M ALONE. Support price. -

Mr. MorseE. We have price supports, as you know, quite extensively.

Senator MaLone. That is right.

Mr. Mogrss. There are six basic crops, and then there are quite &
number of other crops for which there are price supports also.

Senator MaLoNE. And do you get the support price on these
products that you scll to Cuba or other countries, or do you get the
world price? o

Mr. Morse. We have to sell at the world price. Ordinarily, they
would turn to other sources if we did not meet competition.

Senator MaLoNE. Then we would not-make very much money by
selling our products there, would we? .

Mr. Morse. That business is largely handled by private trade
and when you say “we,” it is not Government transactions, normally.
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Senator MALONE. Some private organizations sell the Government
corn to these nations?

Mzr. Morse. That is, the farmers sell through their normal private
trade channels.

Senator MaLoNE. Do private people handle the foreign sales?

Mr. MorsEe. Yes, sir; that is the rule.

Senator MALONE. And they get whatever they can get, and then
the difference is made up by the Government.

Mr. Morse. That does not apply to all commodities.

Senator MaLoNe. To what commodities does it apply?

Mr. Morse. Well, under the International Wheat Agreement, as
you know, we subsidize the sale of wheat

Senator MaLoNE. How much for 100 pounds of wheat?

Mr. Morse. The subsidy during this past year was running, I
believe, between 70 and 80 cents a bushel.

Senator MALONE. About 80 cents a bushel?

Mr. Morsk. It varied in different regions.

Senator MAaLoNE. And a bushel is 60 pounds?

Mr. Morsg. Yes, sir.

Senator MaLoNE. How much would that be per 100 pounds that
we got, put up out of the United States Treasury itself—about $1.35
per hundred?

Mr. MorsE. At 70 cents, it would be about—you have to convert
that, it would be a little cver $1 per bundred.

Senator MaLoNE. Eighty cents a bushel, 60 pounds, it costs you
to buy the wheat here and sell it to Cuba. About $1.35 per hundred
%o%nds is paid by our taxpayers for every hundred pounds sold to

uba?

Now, is there any reason why we give more than the world price for
sugar to any country when we sell our products to them at the world
price?

o Mr. Mogrse. With sugar, as you know, that was worked out by
ongress
Se%lrator MavronNE. Well, I know how it is, like this bill coming down

from the State Department. )

Mr. Morske. And the law passed almost without a dissenting vote.
Cuba is one of our neighbors, and we have an interest ia their economy
and we have an interest not only with Cuba, but with the other
countries that are selling sugar to us. In the wisdom of Congress,
felt that this was a good relationship to set up.

Senator MaLoNE. Of course, you could never doubt the wisdom of
Congress, but what I am trying to get at is what you are recommend-
ing. You recommended this bill and you recommended the previous
biﬁ passed by Congress; did you not?

Mr. Morse. Yes. Well, I was not here at that time, but we recom-
mend the renewal of this act in the interest of the farmers of the
United States.

Senator MaLo~NE. Let me ask you a question a little farther from
home. How do you sell your agricultural products when you go
beyond Cuba; say, when you go to France or Italy?

Mr. Morse. Wheat is a good example. The subsidy under the
International Wheat Agreement applies to countries that are par-
ticipants in the agreement, and also we are selling to other countries
on that basis, so, regardless of the country, they would all be

71579—56——7




92 SUGAR ACT EXTENSION

Senator MaLoNE. You sell at the same world prices?

Mr. MoRsE. Yes. ~

Senator MALONE. And it does not make any difference about the
distance from here; does it?

Mr. Morst. There would be added a cost to a country, depending
upon the distance.

The shipping differentials

Senator MaLoNe. What about when we pay the freight? We pay
the freight ourselves, do we not, when we give the product away?

Mr. Morse. You mean in connection with the assistance program,
or the aid program? Those are negotiated in keeping with the act.

Senator Mavo~E. I understand the language; we give it away and
pay the freight.

You say that our farmers shall have the benefit from this program.
They pay the wages and establish working conditions according to
our Wage and Hour Act; do they not?

Mr. Morse. That is one of the purposes of the act and so we, in
administering the act, set minimum wages and also determine
minimum prices which will be paid to producers.

Senator MALoONE. That is, domestic producers?

Mr. MoRsE. Yes, sir.

Senator MaLoNE. Now, does that apply to foreign producers?

Mr. Morst. No, sir.

Senator MaLoNE. They can pay their individuals whatever they
want, or maintain any working conditions they want, et cetera, and
they get the same price as our producers regardless; is that right?

Mr. Morsg. That is my understanding.

Senator MarLoNE. I am very interested in your attitude—that of
the State Department, I mean.

You do consider it your job to encourage the imports, not only of
sugar, but every product with which you deal, so that we can import.
more products?

Mr. Morsg. No, sir; that was not my testimony.

Senator MALONE. You confined it only to sugar?

Mr. Morse. I addressed myself to the principle of trade in the
interest of the farmers of the United States.

T have heard some farmers say, ‘“Why don’t we cut off the imports
from certain countries?”’

If we did, and then they in turn cut off their imports of our agri-
cultural products, in many instances the farmers of this country
would be very distinctly the losers.

Senator MaLoNE. You mean, we can lose the trade that costs our
taxpayers $1.35 per hundred for all the wheat we sell abroad?

Mr. Morse. I was addressing myself to the fact that if we cut
off the trade of their exports to us in agricultural products, and if
they in turn did the same, the farmers of the United States would
suffer great penalties in certain instances.

Senator MaLoNE. I do not know that I ever heard that anybody
wants to cut off exports or imports, but I have heard a good many
people present the argument that we should establish a basis of foreign
trade—imports of any product on a basis of fair and reasonable com-
petition, so that this country, whether it is sugar or an thing else,
could maintain their wage standard in competition. The flexible
duty or tariff would simply be adjusted to at all times represent the
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difference between the wage living standard here and in the ‘chief
competitive country on each product. In the case of sugar that
might well be Cuba. .

Mr. Morske. I bhave referred to questions that some people raise
with the Department, ‘“ Why don’t we cut off”’—— .

Senator MaLonNe. The farmers want to produce more sugar 1n
many cases to make a profitable operation. .

Mr. Mogrske. These questions have been raised in most instances in
connection with other commodities rather than sugar.

Senator MaLonE. All right, what commodities are there, if you
want to go into other fields?

Mr. Mogrse. Dairy imports are questioned.

Senator MaLoNE. They want to produce more dairy products?

Mr. Morse. There have been questions raised about the advisa-
bility of limiting the dairy products imported into this country, and,
as hou know, we have some limitations. That is one example.

Senator MALONE. Is there any other product except sugar where
we guarantee a price to another country on import products. We
do guarantee the foreigners a price on sugar, do we not?

Mr. Morse. We give them a market at a price.

Senator MALONE. At our market price?

Mr. Morse. Yes, sir.

Senator MaLoNE. Is there any other product upon which we
guarantee & price?

Mr. Morsg. I think the Sugar Act, as I believe my testimony
indicated here, is unique in many respects, and I judge

Senator MaLoNE. In your remarks, in your testimony, and correct
me if I am wrong, I believe that you say that you consider this part
of your duties, to try to increase the imports of sugar.

Mr. Mogsg. I testified we should get away from the fixed quotas,
and that we should, in the future, reserve for our farmers 55 percent
of the increased consumption in this country, which means that

Senator Mavroxe. What did you say about increasing imports?
You said something here In your statement?

Mr. Morsge. The recommendation, sir, is that the increased con-
sumption of sugar in this country be shared instead of all of the
increase, as in recent years, going to foreign suppliers.

Senator MavLoNE. It is very kind of the State Department to let
our farmers share in our market—but you testified you wanted to
increase imports. I know, but that is not what you said

Mzr. Mogrse. In the future it would be divided——

Senator Mavrone. What did you say about your considering it to
be your duty to increase imports of sugar into this country?

Mr. Mogrse. I don’t recall that specific statement.

Senator MaLoNE. No v, I have a further question

Mr. Morsg. You may be referring to this first page. This is a
discussion of why this act was developed back in the 1930’s.

Senator MarovE. What paragraph?

Mr. Morse. That is in the second paragraph, about in the middle:

Our specialized sugar legislation was developed in the 1930’s after experience
demonstrater that our historic tariff program cid not give effective protection to
either our comestic sugar industry or our import and export trade. Specialized
sugar legislation, therefore, was developed with a fourfold objection: (1) to main-
tain and protect the domestic sugar pro-ucing industry, (2) to avoid undue burden

on domestic consumers, (3) to increase our imports of sugar and thereby to bene-
fit our general export trade.
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Now, that is the reason for developing this act, that resulted in
Congress’ action

Senator MaLoNEe. Did you ever hear anyone say they wanted to in-
crease the mmports of sugar in order to sell something else, except the
State Department—I think that you are establishing the State Depart-
ment philosophy here. I just want to call it to your attention.

Mr. Morse. Well, Senator, in the statement in that regard, I said:

Before discussing the bill before you, it may be well to review briefly the pur-
poses of our sugar legislation.

Now, I was merely reviewing why Congress passed this act.

Senator MavLone. Did you get that out of a debate, or out of soma-
thing your Department had written?

Mr. MorsEe. No, sir.

Senator MaLoNE. Or did you resurrect it from the State Depart-
ment—I think that is where you got it since it is their philosophy.

Mr. Morse. This is in the legislative history of why Congress en-
acted the program, and has renewed it.

Senator MaLoNE. It was probably written by the State Depart-
ment when they brought the bill in as this one is being brought in.
I never heard of it in connection with sugar before.

Mr. MorsE. I believe that is it, there are others here who are more
familiar with the act than I.

Senator MaLoNE. Now, if we have gotten to the point where, in
testimony before committees we must listen to statements that we
want to increase imports of one product in order to increase exports
of another product we have really gone a long way down the one-
world socialism road.

I know that is the State Department philosophy, to remake the
industrial map of the United States, but I do not believe that this
committee accepts it as yet. I want to call attention to a Journal of
Commerce dispatch of December 21, wherein it goes on to explain
about the ISC. I suppose that is the international sugar compact;
is it not?

Mr. Myers. I presume so. It is hard to say. There is such a
thing as the International Sugar Agreement.

Senator MALONE. You mean, there may be other compacts or there
may be other arrangements, where the initials would be the same?

Mr. MyEers. That is right.

Senator MaLoNE. One of the objects of using 1initials is to confuse
the taxpayers. I will describe it, and maybe you will recognize it.

What nations were in the sugar agreement to start with? Or
maybe better, or easier, the sugar producers in the world that remained
out of it?

Mr. Morse. The International Sugar Agreement was negotiated
for the first time in the summer of 1953. It became effective in 1954.

Senator MALONE. I remember about that.

Mr. Mogrse. Yes.

Senator MarLoNE. But who joined it? Or who did not join it?

Mr. MorseE. Mr. Myers served last year as the Chairman of the
Council—of the International Sugar Council.

Senator MaLoNE. Do you have a list there?

Mr. Mygrs. I don’t have a list of them right here, Senator. There
are 23 nations that joined the agreement.
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fSe‘;na,tor MavroNE. How many sugar-producing nations stayed cut
of 1t?

Mr. Mygers. There were a great many of the smaller nations. Of
the larger nations, Peru, Indonesia, and subsequently Brazil stayed
out. They were the largest, I believe. Brazil seemed to be

Senator MaLoNE. Brazil joined it and then withdrew, did it not?

Mr. MyEers. Well, it never completely ratified it. It signed it and
started to participate, but their Parliament never did ratify it.

Senator MarLoNeE. Now, what about Formosa? Do they produce
much sugar?

Mr. MyERs. Yes, sir; and they are members.

Senator MaronE. They are threatening to withdraw now, according
to this dispatch. _

Mr. Mygrs. They have threatened to withdraw. That is right.

Senator MavLonNe. This dispatch indicates that—

Cuba, meanwhile, has embarked on a program of soft selling which has been
amply demonstrated during the past year. As Laurence Alden Crosby of the

United States-Cuban Sugar Council at the Washington hearings in November
said, ‘“Cuba is more interested in volume than price.”

Now, it says that the ISC—I guess is the

Mr. MyErs. The International Sugar Council; right.

Senator MaLoNE. The quota system is supposed to hold the price
between a low of $3.25 a hundred and a high of $4.35 a hundred,
f. 0. b. Cuba. It goes on to say that 2 or 3 deals that have gone on
lately are likely to cause trouble since Cuban ‘“tunnel” sugar, where
they pay for the construction of a ‘“‘tunnel’” for sugar that finds its
way into markets that are normally served by regular sale.

Do you know anything about the negotiated price for this sugar—
1t is indicated here that it was probably a much reduced price?

Mr. MyEeRrs. Senator, I have only heard of it. I have not followed
the sale. Frankly, I don’t know that it is too much concern to
American producers whether Cuba sells for cash or sells for exchange
for construction.

Senator MarLoNE. The indication is here that the sale price is much
lower due to the negotiated trade.

Mr. Mygrs. I know there has been some criticism of that. Whether
the price is low or not otherwise, I could not say. I have forgotten
exactly when the sale was made, but I rather doubt that it corre-
sponded to the then current price.

Senator MavLonk. It indicates here that it did. This reporter,
Charles F. McCarthy is generally an accurate reporter.

Now, if it were sold at a price lower than the $3.25, would it have
an effect on your sugar agreement?

Mr. Myers. It would tend to require more restrictive world quotas
unless the world quota was already at the 80 percent level, which it
was last year.

Senator MALONE. And then there are 200,000 tons of sugar to
Russia at $3.05 a hundred to Russia, recently sold. Do you know
anything about that?

Mr. MyErs. 1 have read about that in the paper. And, Senator,
if I may, just to emphasize the point on this, would you mind giving
me the date of this dispatch?

Senator MALONE. Yes, December 21, Journal of Commerce.
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F Mr. Myers. The reason that I asked is that on January 13, the
world price was $3.25. It had come up, in other words, because there
had been a sale of sugar made and more sugar was moving into con-
sumption. All of these sales can be criticized because, on the one
hand, they tend to weaken the price, but we must also recognize that
unless a commodity moves out of a showcase of stocks into consump-
tion, it is a weakening price factor, and that is true in every market
in the world.

Senator MaLoNE. So you do not need to go into much detail to
explain that part of it.

Now, is Cuba a member of the ISC?

Mr. Myers. Of the International Agreement; it is.

Senator MaALoNE. It goes on to explain here that 200,000 tons were
sold to a British refinery, price to be settled on an average of the first
10 months of 1956 less 4)% points. Would that be less 4% cents per
hundred?

Mr. MyErs. Four and one-half cents per hundred pounds; correct.

Senator MaLoNE. Does that conform to the agreement?

Mr. MyErs. It would not have any particular relationship to the
agreement. It is one of those contracts, if it is so—and I assume it is.
1 Sg-nilator MavLoNE. I do not know except it is reported here and not

enied.

Mr. MyERs (continuing). Except that I read that dispatch, also.
But it merely says that whatever the market price is, this settlement
would be 4} points less. The market price, in other words, might be
above or below $3.25.

Senator MALoNE. You say it does not make any difference? They
could sell at 2 cents per pound or $2 a hundred if they wanted to do so
and it would not make any difference.

Mr. Mygrs. That is right.

Senator MAaLoNE. The compact has nothing to do with it.

Mr. MyEgrs. So far as I know—and all I know is what I read in that

aper——
P genator MavonE. What is the compact for?

Mr. Mygrs. Oh, I beg your pardon. I thought you were referring
to the sales contract.

Senator MALONE. I am talking about the compact. What was it
for?

Mr. MyERrs. The International Sugar Agreement was established
for the purpose—-— .

Senator MaLoNE. The International Sugar Compact, I guess it is,
or Agreement?

Mr. MyEers. No, sir; it is the International Sugar Agreement, and
the regulatory body is called the International Sugar Council.

Senator MarLoNE. What was that last?

Mr. Mygrs. “Council.” '

Mr. Morsg. Senator, I wonder— I am sure you are clear on it

Senator MavLoNE. No; I am not clear on very many of these alpha-
betical agencies because they change their signals so often.

Mr. Morse. The record, because of this discussion of the Inter-
national Sugar Agreement, ought to show that because of the Sugar
Act in this country, sugar consumed in the United States is excluded
from quotas under the International Sugar Agreement.

Senator MALONE. Who excludes us?
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Mr. Myggrs. Our quotas are not included in the quotas for the
world market. We insisted upon that.

Senator MALONE. You mean, we are not a part of the compact?

Mr. Myers. We are members of the agreement, but we insisted
that our quotas should not be counted in as part of the world quota,
because under our Sugar Act we felt that we had a method of handling
(()jur owgln program without the mechanism of the International Sugar

ouncil.

Senator MaLoNE. As I understand you, as far as this Sugar Com-
pact Agreement is concerned, underselling the price, or selling at any
price, has nothing to do with it?

Mr. MyEgrs. It has only an indirect effect on the domestic market.
To the extent that a low world price tends to create a sympathetic re-
_a,ctil(l)n on our domestic price, there would be some relationship. That
is all.

Senator MaLoNE. How would it have a relationship to our domestic
price, as long as they can only bring so much of it in?

Mr. Myers. Well, there is a question always how far your quota
is going to be effective. So far it has been quite effective in protecting
our domestic market.

Senator MALONE. Well, the price has gone down from $3.25 to
$3.05 a hundred. Sales have been made at that.

Mr. Mygrs. In the world market, and come back to $3.25 again
without any corresponding change in the United States price.

Senator MaLoNE. But the difference, as I pointed out a while ago,
our own taxpayers put to the foreigners?

Mr. Mygrs. That is correct.

Senator MaLoNE. Now, do you agree here that the world sugar
consumption annually is in excess of 35 million tons? That is men-
tioned here.

Mr. Mygrs. I think so; yes.

Senator MaLoNE. That the so-called free or open market, net after
import-export positions are considered, is about 5 million tons; is that
about right?

Mr. Mygers. That is about correct. In other words, only about
15 percent, between 10 and 15 percent of the world’s sugar, goes
into this so-called free world market where there is no protection,
no specialized assistance.

Senator MALONE. We have no control, or the compact has no con-
trol, over the other 30 million tons?

Mr. Myegrs. It has no control over the sugar of nonmembers.
There is a great deal more than 5 million tons, however, produced by
members of the agreement.

Senator MaLonNE. This dispatch says less than 5 million tons in the
compact and 30 million tons out of it. But, if these members of the
agreement sell at a lower price and under conditions contrary to the
compact or the agreement, then it would have an effect; would it not?

Mr. MyErs. Well, except that the agreement has had a stabilizing
effect on the world market. It probably .

Senator MaLoNE. We have a stabilizing effect on the world market
by keeping our purchases at 6 cents; aren’t we the ones that stabilize it?

Mr. MyERrs. Yes; indeed we do stabilize our own market. And in
keeping our own market stabilized, and in supplying a market for part
‘of the world’s sugar, we have a very great effect on the world market.
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Senator MaLonE. Now, if this goes on—I am only using Cuba as
an example—I want to make that clear—I am just using Cubs
because they are one of the foreign importers that are sizable and to
which we give a bonus of $1.75 per hundredweight—if they continue
to sell—and they apparently have been selling at below the world
price to the British and to others isn’t that a disadvantage to us?

Mr. MyERrs. It has not affected the price of the United States pro-
ducer because, Senator, we have been able to maintain his price under
the terms of the Sugar Act.

Senator MaLoNE. That is because we guarantee the price of im-
ports; is it not?

Mr. Mygrs. That is correct.

Senator MaronE. It does not make any difference what they do as
long as we guarantee the price?

Mr. Myers. I do not want to go so far as to say that the world
price can go all to pieces without having some adverse effect on the
domestic market.

Senator MaLone. Well, would it, if we could only import so much?

Mr. MyErs. Senator, I am inclined to think that there are limits
beyond which you cannot hold the domestic price if the world price
were to go on down.

Senator MaLoNE. But you would break it if you just quit eating
sugar.

Mr. MyErs. Well, there do get to be very great pressures on prices,
domestic prices, as world prices go down.

Senator MaroNE. I was asking you about pressures awhile ago.
You seemed to disregard pressures coming from States that want to
produce more sugar. And we have already illustrated that the con-
sumer does not benefit by imports from low-wage countries.

Mr. MyERs. Senator, we will be delighted to allocate any quantity
of sugar you folks supply for the domestic market. One thing we
cannot do, of course, is to have a law provide for marketing of 1,800,000
tons of beet sugar and then permit the marketing of 2 million tons,
or something like that.

Senator MALoNE. You wrote the bill, but I had in mind particu-
larly one State. I am informed that Wyoming, for example, that
produces 36,000 tons of sugar a year, could easily produce 20 percent
more than that amount, and wants to do it. But you do not recom-
mend it in the bill.

Mr. Mogrse. That is right. We are recommending that there be a
sharing in the increased consumption from this time forward.

Senator MAaLoNE. What would that amount to for Wyoming, for
example, this additional 40 percent for the domestic consumer of
the increase each year, instead of 4 percent?

Mr. Morse. It would be much less than the 20,000 tons to which
you have referred.

Senator MaLoNE. No; 20 percent.

Mr. Mogrse. 20 percent. The assumed increase

Senator MaLoNe. That would be about 7,000 tons or 8,000 tons.

Mr. Morse. The assumed increase in the tables that will be a part
of the record is 135,000 tons each year as a total.

Senator MaLong. For all the States?

Mr. Morse. For all areas, domestic and foreign. The increased
consumption last year was more than that, but this is projected on a
basis that is assumed to be conservative.
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Senator MarLoNk. Now, the Philippines, what is the amount of
sugar allocated to the Philippines?

Mr. MyErs. 980,000 tons, Senator.

Senator MAaLoNE. 980,000 tons. Now, of course, we make no
effort in this allocation to confine it to areas that would be availableto
us in the event of another conflict.

Mr. MYERs. Senator the answer to your question is no. I listened
to your discussion this morning, and I could not help but recall the
experience that we had in the past two World Wars. In World War I,
the Philippines remained available. They were not then the major
supplier that they are now. In World War II they were cut off.
In 1942 1t was difficult for a period to get sugar in even from the off-
shore areas of the Caribbean, like Cuba, Puerto Rico, and the Virgin
Islands. After we controlled the U-boat situation and got shipping
availale, then we were able to bring in the supplies of sugar.

Senator MaroNE. One of our troubles, and, of course, Congress is
largely to blame, I suppose—is that we always get ready to fight the
last world war over again.

Mr. MyERs. Surely.

Senator MaLoNE. That is what we did before. We ought to know
better by now. And I think it is time that you got acquainted with
your other Cabinet officers and people who do know something about
strategy in the next world war, because all the information I can get
is that you are not going to be able to get sugar from the Philippines,
but you can get it from the Western Hemisphere.

Now, it does not matter what our history was in World War I or
IT or in the Civil War. The Spanish-American and World War I
were fought differently; and then World War Il changed again. Of
course, we did not figcht the world war IIT in Korea any differently.
That was just one where we cooped up a permanent war for perma-
nent peace.

This next one will be fought differently however. If you are going
tg all'igue about it, you had better get some up-to-date information, I
think.

That is all, Mr. Chairman.

The CHAIRMAN. Are there any further questions?

Senator WELKER. Mr. Chairman, may I have the courtesy of asking
a question?

The CaarrMaN. Mr. Welker.

Senator WELKER. Mr. Secretary, I was one of the Senators that
repeatedly asked you and your Department for increased acreage
allotments for the State of Idaho; is that correct?

Mr. MorsE. Yes, sir.

Senator WELKER. And I based that on the fact that there were
any number of farmers coming into our State, Korean veterans and
so forth, because they wanted a cash crop, something that they could
rely upon.

Mr. Morse. Yes, sir.

Senator WELKER. Mr. Secretary, by this amendment, if it is passed,
how many additional acres would it allow the State of Idaho?

Mr. Morse. I couldn’t answer that. Perhaps Mr. Myers could
give some estimate.

Mr. MyEegrs. Senator Welker, we would just have to make some
computations and some awfully big guesses. We are very reluctant
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to give out, or to forecast, the effect on State acreages, because we
have not had the meetings with the various States; we have not de-
cided upon formulas in which each of them have conflicting interests.

I think it might be better if we took it for the country as a whole,
and worked out a figure there, rather than to get it down to a State
basis, in which case we might be presuming to make divisions by States
before we have had discussions with the States concerned.

S Sens}?tor WEeLKER. It would mean merely a pittance to the Western
tates’

Mr. Myers. That is a reasonable statement, that 1t would be a
very small increase, much smaller than many of your growers would
like. I think that is very clear.

Senator WELKER. And you realize, Mr. Secretary, that we had
many, many people asking for additional allotments, not war veterans,
but men who pioneered in the field of sugar-beet production in my
State and in other Western States.

Mr. MoRsE. Yes, sir.

Senator WELKER. Now, to help us in this matter, you purchased
100,000 tons of surplus, overquota sugar, resulting from an unex-
pectedly large crop; is that correct?

Mr. Morske. It was an accumulation from large crops. Particu-
larly was the problem made difficult, and these accumulations stepped
up, by the absence of damaging freezes in some of the cane areas.

Senator WeLKER. Now, In this 100,000 tons of sugar that you
purchased, did that include that which we imported from friendly
countries, such as Cuba and the Philippines, and Hawaii?

Mr. Morse. No, sir. That was confined entirely to relieve the
accumulated stock on the mainland here.

Senator WELKER. Now, I am interested in this, that the sugar that
you bought with the taxpayers’ money, 100,000 tons, to relieve this
surplus that we have here, you state that it will be exported to meet
requirements under the foreign mutual-security programs of the
United States Government. Can you tell me where these stocks are
to be exported to?

Mr. Morse. No, sir, not at this time. The purchases are being
completed, and we will ship the sugar on advice from the ICA.

Senator WELKER. That is the International

Mr. Mogrse. International Cooperation Administration, through
whom this Government has in recent years, supplied something over
100,000 tons a year to countries that we were assisting. As there is
need for sugar to help the friendly countries the ICA is extending
assistance. They will give us shipping orders.

I understand from Mr. Myers just today that one of the first ship-
ments is being set up now.

Senator WELKER. And you are not prepared at this time to tell us
or tell my people of Idaho or the taxpayers of the Nation, what
countries Wi.{)l receive this 100,000 tons?

Mr. Morse. No, sir.

Senator WELKER. That will be an outright gift; it will not be a sale?

Mr. Mogrsk. I do not know the terms under which it is supplied. I
think that it has been in the form of direct assistance. _

Senator WELKER. And direct assistance means an outright gift, does
it not, Mr. Secretary? _

Mr. Morse. That is my assumption.
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Do you know, Mr. Myers?

Mr. Myggrs. It is my understanding, Senator, that the ICA sells
the sugar for local currency

Senator MaLoNeE. What is the ICA?

Mr. Mygers. The International Cooperation Administration. (Con-
tinuing)—and uses the foreign currency then for whatever our pro-
grams are within the country.

Senator WELKER. Can you tell us a little bit more about this ICA?
I haven’t heard that.

Mr. Morsk. It is the successor to the Foreign Operation Adminis-
tration. You recall that it was moved

Senator MaLoNE. They change the name every year, so that the
taxpayers cannot catch up with it.

Mr. Mogrske. It became a part of the State Department, you will
recall, when the Foreign Operation Administration was discontinued,
I believe, effective last July.

Senator WELKER. It became a part of the State Department, you
say?

Mr. MorsEg. Yes, sir.

Senator WeELKER. Then the final determination as to where this
sugar will go will be based upon a part of the State Department?

Mr. Morse. That part of their operations. It would be better if
some representative of the ICA were asked to supply the type of
information you request.

Senator WELKER. Mr. Secretary, I am here as a guest of the com-
mittee, and I have no right to ask that any man like that appear, but
I certainly would advocate it. I would approve his being here, because
it would be enlightening.

I have to answer these questions to my people at home.

Mr. Morse. Yes, sir.

Senator WELKER. And I would like to get that.

Now, on the question that Senator Byrd propounded to you a
moment ago about subsidies to large producers, sugar producers,
whether thev be cane, or whether they be beet sugar, do you have
in mind any beet-sugar producer that is receiving the benefit of a very
large subsidy?

Mr. Mygrs. No, Senator. Their payments tend to be much smaller
than large cane producers.

Senator WELKER. As a matter of fact, they amount to practically
nothing; is that not correct?

Mr. MyErs. No, that is not correct.

Senator WELKER. I mean, compared with over $1 million worth of

rofit?
d Mr. Myers. Well, they are small. Senator, I cannot go along on
the proposition that these pavments are equivalent to profits. We
have had many producers go out of business, go bankrupt, since the
program has been in effect.

Senator WELKER. Some very large producers?

Mr. MyErs. Some large ones, as well as some small ones.

Senator WELKER. I think the Senator’s basis of his question was
this: Assuming the man is making a profit of, say, $1 million a year,
and then he gets his subsidy, that is added to and considered a part of
his profit; is that not correct?
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Mr. MyEers. If he was already making $1 million, and then he got
$1 million subsidy, then it would give him $2 million of profit.

Senator WELKER. I can assure you, sir, that there have been a lot
of sugar-beet growers out in Idaho go out of business.

Mr. MyERrs. Yes; there have been, a great many.

Senator WELKER. And it is because of the fact that they have not
had an adequate acreage allotment given to them that they could
survive.

Mr. Myers. There have been a number of instances, regardless of
the reason.

Senator WELKER. In fact, they have had their acreage allotments
cut many times to satisfy someone else. And I am wondering, on the
basis of my being here today is this, whether or not our people in the
West—Wyoming, Utah, Idaho, California—and other places, have
not suffered, suffered tremendously, because of our being so kind to
overseas producers.

Mr. Morse. That is a reason for our concern in getting a participa-
tion for domestic producers again in the increased consumption of
sugar in this country. We share that concern.

Senator WeLkER. Well, I think we are getting pretty good increased
consumption. But I want to know where it goes to the sugar-beet
grower and the domestic grower.

I am just wondering if he is getting his fair share of that increased
consumption.

Mr. Morse. Yes. If the changes are made in the act as recom-
mended, they will again participate in the growth which they have
not been doing in recent years.

Senator WELKER. We might bring up something like the soil bank,
you know, to help them. I have not studied that sufficiently, but
I know that our people out there have land they would like to plant
in sugar beets. They cannot do it. Yet at the same time, they see
hundreds of thousands of tons coming into our country from foreign
sources.

It does not set well, Mr. Secretary, with the people that I represent.

Mr. Mogrsg. I can well appreciate that.

Senator WeLkER. Thank you, sir.

Senator DworsHAK. Mr. Chairman, could I ask one question at
this point?

The CaairMAN. Mr. Dworshak.

Senator DworsHAK. Mr. Secretary, you append two statements
to your formal statement. One contains the sugar quotas, H. R.
7030, as passed by the House under assumed requirements, 1956 to
1960, and in the year 1960 the projected tonnage for beet sugar
would be 1,951,430 tons, or an increase of 151,430 for 8.4 percent,
whereas for mainland cane, in 1960, you have projected the figure of
571,509 tons, an increase of 71,509 tons, or percentagewise, an in-
crease of 14.3.

Then on the other statement, which is projected until 1962, for
beet sugar, you have a total of 2,031,171 tons, or an increase of 231,171
tons; percentagewise, 13 percent; whereas for mainland cane in 1962
you would have 625,011 tons, an increase of 125,011 tons, percentage-
wise 25 percent. |

Now, at the present time, I think we produce in this country about
28 percent of the sugar that we consume, 22 percent being beet sugar,
and 6 percent of that 28 percent being cane.
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Now, why in 1962 would this projected increase for sugar beets be
only 13 percent, but for cane, 25 percent? Can you explain that?

Mr. Morste. On page 5 of my statement in the middle of the page,
there 1s reference to an adjustment factor in the first year. We have
been working with the growers and the industry and developing
what seemed to be equitable, and as my statement says, all of the
areas would like more acreage. The first 165,000 tons of any increase
shall be assigned 51.5 percent to the domestic beet area, and 48.5
percent to the mainland cane areas. That is almost equal division,
regardless of the difference in basic quotas. That first allotment
would be reflected in the gain as it is extended from year to year.

Senator DworsHak. In the column under 1962, are those figures
accurate or inaccurate?

Mr. MorsEe. They would be accurate. But what I am trying to
say 1s that the first 165,000, under this division, if I am correct in
this interpretation, would go almost half to the mainland cane area,
where they have 549,000 tons, whereas about half would go to the
mainland beet, which has about 1,852,000

Senator DworsHAK. That is in 19567

Mr. Morse. That is in 1956.

Senator Dworsrak. But we are looking forward to 1960 and 1962.
That is what I am interested in.

Mr. Morse. Yes, sir. And I was just saying that future quotas
are distributed accordmg to the new base that will be established after
these equalizing adjustments are made out of the first increases.

Senator DwoRsHAK. So then 1t is true in 1962

Mr. Morse. That would carry forward; yes, sir.

Senator DworsHAK. In 1962, the percentage increase in mainland
cane would be about 25 percent, and the increase for beet sugar would
be just under 13 percent?

Mr. Morse. Yes, sir. Although I have not calculated the figures.

Mr. Myers. That is correct.

Senator DworsHAK. Isn’t that correct? Isn’t that the way it
would work out?

Mr. Morse. That 1s the way it would work out. As I say, we
have worked with the growers and the sugar industry, and these
represent compromises, and I believe would have general support.

Senator DworsHAK. The industry has approved this program?

Mr. Mygrs: That is true.

Mr. Morsg. They will be here to testify.

Senator DworsHAK. Maybe they can explain that difference.

That is all, Mr. Chairman. Thank you.

Senator MALoNE. Mr. Chairman

Senator SMATHERS. Mr. Chairman, could I ask a question?

Senator MALONE. Yes.

The CHAIRMAN. Go ahead.

Senator SMATHERS. Mr. Secretary, what was the first year in
recent years when the domestic sugar producers reached the quota
which had been assigned to them?

Mr. Morse. While Mr. Myers is looking up the figures, may I state
that in the last renewal of this act in 1951, it is significant that there
was a continuation of the fixed tonnage, presumably on the assumption
that that tonnage would take care of domestic producers in the

immediate future.
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We then saw with mechanization and with the adjustments that
took place following Korea, that there was this buildup of demand for
additional acreage in this country.

Senator SMATHERS. That was when, did you say?

Mr. Morse. I was speaking of the renewal date of the act in 1951,
which became effective in 1953; did it not?

Mr. Mygrs. That is right.

Mr. MorsEe. And that renewal continued fixed quotas. Then, as
you know, the year before last there was a discussion in Congress of
the need—and we all became concerned about the need—to provide
a growth factor for the farmers of this country, and it has now reached
this point in legislation.

Senator SMATHERS. Did you want to answer the question, Mr.
Myers?

Mr. MyErs. Senator, I think perhaps the best way to answer your
question is to look at the quota for each area. In the case of sugar
beets, the quota has been 1,600,000 tons. The beet area first pro-
duced that-quantity of sugar in 1938. Then it produced it again in
1940; then during the war it fell down a bit but production came up
again in 1947, and exceeded it.

Since the quota has been in effect——

Senator SmaTHERS. What happened during those war years?

Mr. MyErs. During the war years, sir, we had to use the beet land
for growing other crops, beans and wheat and things that we could
ship to our allies, and for part of that time there was a feeling that
maybe sugar was not too important, anyway.

Senator SMATHERS. Was it more economical to get this sugar price?

Mr. MyEgrs. It was not a matter of economy, Senator. It was a
matter of war necessity. We had to simply set the prices that would
get other crops and take out sugar beets. That happened especially
in 1943. In 1942 we produced a very large crop of beet sugar, and
it had a lot to do with helping to carry us over the U-boat period.
But once we got the U-boat difficulty settled a bit, then we were able
to get in more Cuban sugar, and we turned more of our own land to
producing other crops.

Senator SMaTHERS. Now, after World War II had concluded, when
did you begin to run into this surplus productivity?

Mr. MyEgrs. We first hit it again after 1947 in 1950, when our crop
shot up from 1,600,000 in the preceding year to 2 million tons. But
then with the very high prices of other crops, and stabilized prices for
sugar, farmers turned away and cut back down to 1,500,000 tons in
1951 and 1952.

Senator SMATHERS. So then in 1951 and 1952, they did not produce
up to the quota?

Mr. MyErs. They did not. In 1953 they did, and

Senator SMaTHERS. That was a voluntary reduction on their part?

Mr. MyEgrs. On their part. It was voluntary. In 1953 and 1954,
production exceeded the quota. From all appearances, 1955 will be
at the quota level while 1954 was 2 million tons. We have gotten
the present reduction by controls. .

Senator SMATHERS. What is the story with respect to cane-sugar
production? .

Mr. Myers. In the case of cane-sugar production, we have a much
longer story that I think in fairness should be told.
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We had a production of about 400,000 tons in the Louisiana in-
dustry, as I recall, as early as 1900. During the 1920’s, the mosaic
disease came in and practically wiped out the industry. Then after
1926, we cured that problem, and our production rose up to 584,000
tons in 1938.

Sengtor SMATHERS. Was that 584,000 tons below or above the
quota’

Mr. Myers. Well, it was above the present fixed quota. Market-
ings were controlled in 1937 and 1938.

In 1939, with the outbreak of war, we were able to loosen up and
let the sugar get marketed. The cane crop held fairly stable until
1952, when it rose above the 600,000-ton mark. In fact, well, in
1949, it rose above 500,000 tons. Since then, it has been above that
500,000-ton quota every year except 1951.

Senator SMATHERS. go since 1952 we have had a surplus.

Mr. MyEgrs. Since 1952, and also in 1949 and 1950, it was above
the present fixed quota.

Senator SMATHERS. Thank you. That is all.

The CaalrRMAN. Senator Malone.

UNITED STATES BUYS AT OUR DOMESTIC PRICE—SELLS AT WORLD PRICES

Senator MALONE. Mr. Secretary, there is much talk about the raw
and refined sugar. For the record, will you please explain what the
difference is in the matter of raw sugar and refined sugar in the matter
of weight and price?

Mr. Morse. May I turn that question to Mr. Myers?

Mr. MyEeRrs. Senator, a pound of raw sugar, for practical purposes,
is 96 percent sugar and 4 percent molasses and other impurities.

Senator MALONE. So there is 96 percent of refined sugar?

Mr. Mygrs. Practically.

Senator MALONE. You lost 4 percent?

Mr. Mygrs. That is right.

Senator Marone. Now, what does it cost to do that?

Mr. Myers. Well, the raw sugar price is just over 6 cents a pound.
The refined sugar quotation in New York is $8.65 a hundred pounds,
with a gross margin of about $2.60. From that, you would have to
deduct a processing tax of a half cent——

Senator MaLoNE. Do you know what it costs to refine a pound of
sugar or a hundred pounds of sugar? Just give us that cost, if you
can, approximately.

Mr. MyEgRrs. I can give you the margin.

Senator MaLoNE. Just like the 4 percent. We lose 4 percent in
weight. Now, what does it cost?

Mr. MyEgRrs. Actually, sir, you lose more than that. You lose
about 7 percent. It takes about 107 pounds of raw sugar to make
100 pounds of refined sugar.

Senator MaLoNE. It takes 107 pounds of raw sugar to make 100
pounds of refined sugar?

Mr. MyEeRs. That is right.

Senator MaLoNE. Now, what does 1t cost a hundred to refine it?

Mr. Myers. Well, Senator, I would have to make some computa-
tions to get at the margin, because it is a very complicated thing.
There is a 2 percent cash discount which must be taken into con-
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sideration. There is the cost of the 7 pounds of sugar that is lost, and
there is the processing tax. o

I can give you an approximation in a moment or two. I do not
carry that margin in my head.

Se?nator MaLoNE. Why don’t you just make it clear for the record
now?

Mr. Mygrs. All right. Fine. I will be glad to do so.

Senator MaroNE. That will be very good.

Now, we have already established the fact that there is no ad-
vantage to the consumer whether it comes in from a foreign producer
or whether it is manufactured or grown by a domestic producer.
In other words, regardless of what 1t costs to raise sugar in Cuba,
Peru, Mexico, or the Pbilippines, they get the same price as our
producers, less whatever freight and tariff or duty there might be; that
1s right, is it not?

Mr. Morsk. The costs to the users of sugar in this country are the
same regardless of source.

Senator MavoNE. They are exactly the same. The consumer does
not benefit from the low-wage foreign production. Our American
investors go to the low-wage countries and produce the sugar and
get the same price here just as if they paid American wages.

Then the second part of the question is the one that I am interested
in, because I am interested in the domestic consumer.

If, as I assume, there are many States that want to produce addi-
tional sugar besides Wyoming and Idaho—and, as a matter of fact,
we had a sugar refinery in the State of Nevada for many years, and
for various reasons, business conditions, it was discontinued, and we
might want to start it again—but what I want to understand is, why
do you not consider your domestic producers first, if there is no
difference in the price to the consumer at all, wherever it originates?

Mr. Morsk. I thought we were here in the interests of the domestic
producers.

Senator MavLoNe. Well, if we are, we have a peculiar way of showing
it. Here are States begging for additional production of sugar beets
and cane, and still you say that we have to increase imports to get
exports. That was in the talk here. That was what I got out of it.
It might not say it in those words. I do not know. I have not
read it. I have listened to it. It sounds like State Department
talk to me.

Mr. MorsE. Senator, I believe you are going back to a statement
on the first page of my prepared statement which was a discussion
of the purposes of the act. I want to

Senator MaLoNE. There are a good many Members of this Congress
right today that are interested in the United States first, not second,
not third or fourth, or fifth, but first.

Mr. Morsg. I share that concern, sir.

Senator MaLoNE. Then can I ask you this question again? Why
don’t you consider them first?

Mr. Mogrsk. I believe, sir, that we have. We came before Congress
last year recommending that this act, which still had 2 years at that
time, or a year and a half, before it was up for renewal, to be reopened
in order to get a participation by our farmers in this country in the
increased consumption of sugar. That is-a clear demonstration of
our interest in the welfare of the farmers of the United States.
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Senator MALONE. Let me ask you the question once more, Mr.
Secretary, and I want you to answer it. Now, you are making a
recommendation to the Congress. Would there be any reason why
you could not find out how much they could increase their acreage,
both in cane and beet under the established price, and add that to
the American production and make that recommendation to Congress?

Mr. Morse. Would that be a determination over a long period or
a short period?

Senator MALoNE. I do not care if it is 500 years or 5 minutes.
You go right ahead. I am interested in the United States of America
first, last, and always, and then after that, we will do the best we can
with our neighbors.

Mr. Morsk. I share that interest, and that is why I am here with
this testimony.

Senator MALONE. Give us an example; and why, when Idaho,
with their tongues hanging out trying to get enough acreage to make
i1t feasible for some of these small acreages to produce beets—why
did you not consider 1t? You know this is not going to help you
very much. You say that.

Mr. Morse. We did consirler it, Senator.

Senator MavoNe. But yvou decided against it?

Mr. Morse. We felt in the interests of the United States that this
was the best recommendation to bring before Congress.

Senator MaLoxE. Now, what interests of the United States would
be served by not allowing them to put in the additional acreage that
they need to make their small farms production feasible?

Mr. MorsE In the interests of the farmers of this country, we are
recommending participation in the increased consumption of sugar.
In the interests of the farmers, we are likewise interested in foreign
trade. Farmers have a great stake in for eign trade.

Senator MaLonE. You mean where we are losmg R0 cents a bushel—
$1.35 per hundred—on the wheat we sell them? [s that 1t? Is that
right?

Mr. Mogrse. Yes, sir.  We are very anxious to expand our vheat
exports, and——

Senator MaLoxg. On that basis?

Mr. MorsEk. Yes, sir. And we would be very happv to have
additional markets at the subsidized price.

Senator MavLoNE. You remind me, Mr. Secretary, of the fellow
selling suits of clothes. He said, “This price 1s less than it cost me.’

The purchaser finally got inter ested and said, “Well, how do you
stay in business?”’

The merchant said, “We sell so many of them.”

Is that vour wayv of keeping the taxpayvers of this Nation in
business?

Mr. MorsE. Mr. Senator, we are very definitely interested in
selling surpluses, and seated to the side of vou is Senator Carlson
from a great Wheat-producmo State. We have great wheat accumu-
lations 1n this country

Senator MALONE. You are not going to promote any quarrel be-
tween Senators Malone of Nevada and Carlson of Kansas. Just
answer the question.

Mzr. Mogrske. I just wanted to say that we are very much interested
in a market for the surpluses we have in this country.

T1579—56 8
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Senator MarLoNe. What you want to do, then, is to buy the sugar
from foreign nations that could well be produced by our own people
so that the foreign nation will be able to increase their purchases of
wheat on which we lose $1.35 per hundred? Is that what you are
telling me?

Mr. Morse. I am trying to say, Senator, that we cannot disregard
our friends offshore that have traditionally supplied sugar to this
country. However, that is the area of the State Department. As-
sistant Secretary Holland was before you this morning.

Senator MALONE. I have dealt with the State Department quite
some time now, and I am entirely familiar with what the State
Department believes. They are the ones that transferred, or at least,
encouraged the President to transfer in 1947, the control of our foreign
trade and our national economy to Switzerland, 3,000 miles away,
where no one in the United States has anything to do with it at all
any more except to cast 1 vote out of 35. Through State Department
recommendation the Congress passed the 1934 Trade Agreements Act
transferring their Constitutional responsibility to regulate foreign
trade and the national economy to the President—with full authority
to transfer it to any foreign nation in the world. In 1947 he chose
Geneva.

Now, Mr. Chairman, I could not find it & while ago, but in this
dispatch, the Journal of Commerce, December 21, for 1956 Inter-
national Sugar Council set the estimated requirements in the free
market as 4,529,000 tons. That is a good deal less than the 10 million
tons that you were talking about.

You are with the State Department?

Mr. MyEers. No, sir. I am with the Department of Agriculture.

Mr. Mogrse. He is the head of our Sugar Branch in the Department
of Agriculture.

Senator MALONE. Yes.

Now, is this wrong?

Mr. Mygrs. No, Senator, but that does not begin to cover the
sugar that is produced by members of the sugar agreement. That
covers only the export quotas. The United States is a member, and
it produces 4,500,000 tons, and it is not included in that at all.

Senator MaLoNE. That is exactly what we are talking about now,
the export quotas.

Mr. MyEers. I beg your pardon.

Senator MaLoNE. We are talking about the export quotas. Now,
this dispatch goes on to say that the free market is 4,520,000 tons,
but thbe International Sugar Council fixed a quota at 3,995,000 tons
to leave room for sales by countries not signatory to the agreement.

This is the export quotas for the countries that are signatory to the
agreement that you fixed. But this is the amount that they have
left for the ones that are not signatory.

Now, while the difference actually is 525,000 tons to be filled by the
nonsignatories, they have considerably more than 1 million tons to
sell.

Mr. Chairman, I ask permission to have this dispatch made a part
of the record. .

Senator FrEAR (presiding). It will be made part of the record,
without objection. i

(The article referred to is as follows:)
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{From the Journal of Commerce, December 21, 1955]
“SoFr”’ SELLING DEPRESsES PRICEs—SUuGAR FINaANcING PuBLic Works iN_CuBa
By Charles F. McCarthy

In an effort to improve the depressed world sugar market, the International
Sugar Council cut initial quotas for 1956, but since Cuba gets more than 50 per-
.cent, of the quota and that country has installed a “soft” selling policy the market
very probably will decline further.

The present world sugar price is 3.14 cents f. 0. b. This is less than the minimum
3.25 cents which the Council felt it could maintain through a system of quotas.
It compares with about 5 cents a pound prevailing on Cuban sugar for the United
States market.

The 3.14-cent f. o. b. price is the level quoted by the regular sugar traders in
Cuba. But it is not the only price. The Cuban Sugar Institute recently sold
200,000 tons of sugar to Russia at 3.05 cents, or less than the going market, and a
short time before that disposed of 200,000 tons to a British reﬁner the price to
be settled on an average for the first 10 months in 1956 less 414 pomts

Even more disturbing, however, than these sales is the use of sugar for payment
in a Cuban public works program. Sugar is being used currently as payment
against construction of a tunnel in Habana Harbor. About 600,000 tons more
may be taken up in part payment over the next 3 years of a new Via Blanca
Highway. And another big block is being considered in payment for construc-
tion of a Hilton hotel in Habana.

In practice the contractors on these projects are paid in government bonds,
which are then taken to the Banco Nacional and redeemed against purchases of
Cuban sugar. With the profits they make on the public works, the contractors
are able to dispose of the sugar at a discount, to the detriment of the Cuban
producer.

The triple decker price structure—the regular market price, the price the Cuban
Sugar Institute will take on surplus bulk quantities, and the price which the con-
struction companies sell at in direct competition with Cuba—is leading to chaos.

World sugar consumption annually is in excess of 35 million tons, but in the
so-called free or open market (net after import-export positions are considered)
the quantity of sugar for international trading purposes is less than 5 million tons.

For 1956 the International Sugar Council set the estimated requirements in the
free market at 4,520,000 tons, but fixed the quota at 3,995,000 tons to leave room
for sales by countries not signatory to the agreement. While the difference ac-
tually is 525,000 tons to be filled by the nonsignatories they have considerably
more than 1 million tons to sell.

Of the quota Cuba has the lion’s share; 2,025,000 tons of the total of 3,995,000
tons for 1956. That is more than 50 percent.

COUNCIL LOSING ADHERENTS

When the ISC was set up a few years ago the expectations were that it could
control the market through the quota system somewhere between a low of 3.25
and 4.35 cents f. 0. b. Cuba. But the council is losing adherents. Several
of those expected to take part did not join. Recently Brazil, a fair-sized sugar
producer, withdrew. Formosa is threatening to withdraw.

The ISC with Cuba and San Domingo accounting for the largest quotas will
control only about 3,500,000 tons of the free market this coming year.

Cuba, meanwhlle, has embarked on a program of soft selling which has been
amply demonstrated during the past year. As Laurence Alden Crosby of the
United States Cuban Sugar Council at the Washmgton hearings in November
said: “Cuba is more interested in volume than price.’

CUBAN TUNNEL SUGAR

The tunnel deal across Habana Bay effected with a French contracting firm
amply demonstrates this view. The complete details of this deal never were dis-
closed, but the fact of the matter is that those who take the sugar as payment for
the tunnel will naturally sell the sugar, to virtually the same countries that Cuba
wonld normally sell.

This kind of business thus does not add anything to Cuba’s exports, but
merely takes away the control of business that would have been done eventually
on a normal basis.
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Uncertainties over this kind of transaction grow out of the fact that countries
competing with Cuba in the sale of sugar to the world market do not really
know what their competition is at a given time, because the price at which the
Cuban ‘‘tunnel’ sugars are sold are all wrapped up in this special deal and no one-
knows the advantages the contractors may have.

UNORTHODOX APPROACH

This unorthodox approach is playing havoc with sugar merchandising, affecting
nciil; only producers and colonos (sugar growers) in Cuba but other world market
sellers.

So serious has it become to regular sugar producers that a meeting was held
with President Batista, attended by the Cuban Minister of Agriculture, the
head of the Mill Owners Association and the head of the Colonos Association.
And memoranda has been prepared for the President explaining the damaging
effect on the market of this type of business.

Statistically, Cuba’s sugar position is unhealthy. At the end of 1956 the
surplus giving Cuba every consideration will be well in excess of 1 million tons.

uba will have a hard time marketing her free market quota in the world
market and, since she is showing anxiety and a desire to do business at any
price and on any condition, it is obviously difficult to see stability for world
sugar or even a secure future for the international agreement.

Mr. Mygrs. I should like first, for general interest’s sake, to have
it observed that while that dispatch was very pessimistic and indicates
that the price of sugar would continue to go down, the actual fact is
that the price of sugar has recovered since then, and the world market
today is $3.25 a hundred pounds.

Senator MavoNE. I did not get from that that the price of sugar
was going down. What I got from it was that we are not complying
with the compact that theyv signed. Some of the signatories did not
take into account the amount of sugar that actually is produced for
sale by the nonsignatory countries; is that not a fact?

Mr. MyEgrs. Senator, it is true that some folks would like to have
had the member countries cut back their exports so that the non-
member countries would have free sailing and have a monopoly on
the market, and the member countries, at that meeting in November
and early December, decided that they were not going to take quite
such a back seat.

It caused some disagreement, some discussion on the point, but
they settled on a 10 percent cut in their quotas, rather than 20.

Senator MavLoNE. Would you not say that the fact that Brazil has
withdrawn and Formosa is threatening to withdraw and many others
did not sign at all, and with Cuba underselling the market, that the
Council is not in very good shape?

Mr. Myers. Well, Senator, the fact of the matter is that the price
of sugar today is at $3.25 a hundred and I think if it were not for the
agreement, it would probably be somewhat lower. The main purpose
of the agreement, I would say, however, is not merely to lift prices,
but to have a mechanism in existence so that if another catastrophe
should hit the world sugar market, such as did in the late 1920’s, we
would not have economic chaos, ruin and rebellion in these sugar-
exporting countries such as we had in the late twenties’ and early
thirties. .

Senator MaLoNe. Why should we try to keep the price of sugar up
in countries where the wage standard of living is 20 or 10 percent of
our own? Why should we try to keep the sugar price above whatever-
it is worth In terms of their wages?
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Mr. MyEgrs. Senator, I doubt very much if you can regulate the
world price over a long period. I think you can even out some of
these peaks and valleys; I think that you can do a great deal through
international effort of this sort to prevent the sort of chaos that
resulted in bankruptcy to the sugar industries of all of the sugar-
exporting countries.

And let me observe, Senator, that when that happened abroad, there
was also a very, very severe depression in the sugar industry of the
United States, and that is what led to the Sugar Act.

Senator MaroNE. What would make a sugar depression in the
United States, as long as we guaranteed the price?

Mr. Myers. Well, we did not, of course, at that time, have the
Sugar Act in effect. We had a tariff, and when the tariff was increased
to 2 cents a pound, the world price went down to less than a cent a
pound in the world market.

Senator MALONE. You are concerned with all the foreign countries;
;}'{01}1l s%?re much more concerned than you are with this country; is that
right’

Mr. MyEgrs. Senator, that is not true. Now, I have been working
in the United States Department of Agriculture almost half of my
lifetime. I have been working for the American farmer, sir.

Senator MAaLoNE. I hope so, but the talk did not indicate it. After
all, we have to go by the record.

Mr. Mygrs. I will put up my record on that, sir, any time.

Senator MAaLoNE. You muststand onit. You have to.

Mr. Mygrs. Certainly.

Mr. Mogrsg. Senator, in the negotiation of the International
Sugar Agreement, I headed the delegation in those negotiations

Senator MaLoNE. I do not know who headed it, but I knew what
1t looked like when it came up, and I did not vote for it.

Mr. Morse. You will recall that in the agrecment, as we have
testified here, because we had the Sugar Act, the operations of the
Sugar Act were excluded from the operations of the International
Sugar Agreement. I suppose it was because we were not as com-
pletely involved in some of the operations, as well as Mr. Myers’
knowledge of the sugar problems of the world, that caused the other
countries to make him chairman of the council during the past year.
He is not presently that. So the reason I have turned these questions
to him was because of his familiarity with the operation of the Inter-
national Sugar Agreement.

Senator MaLoNE. His testimony has been very clear. We know
where he stands. He wants to limit our production.

Now, I am going to ask you again, you were giving 100,000 tons of
sugar to some friendly countries. I missed part of that. I wish you
would tell us about it; 100,000 tons of sugar to friendly countries.

Mr. Mogrse. That is the purchase that we made in keeping with the
%enat.e resolution and with section 19 in the bill which passed the

ouse.

Senator MaLoNE. Just what about 1t?

Mr. Morse. How is that?

Senator MALoNE. Just how did the transaction work?

Mr. MorseE. We have purchased the sugar and will hold it subject
to shipping orders. As I indicated, the first cargo—the first cargo,
at least—will soon be loaded and we will ship it on orders from ICA.
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In the past years, as the Foreign Operation Administration, which
was the predecessor to the ICA, agreed to supply sugar to one of the
friendly nations, they asked us to acquire the sugar.

Senator MavroNt. That is another organization—the ICA that
changes its name every year to keep the tax payment from catching
up with it. This sugar 1s purchased in addition to the regular alloca-
tions? It 1s in addition, over and above the amounts that you
normally purchase?

Mr. Morse. Yes. This would be purchases out of stocks which
the sugar industry in this country has been unable to market because
of the restrictions of the quotas, the fixed quotas, under which we have
been proceeding.

Senator MaLoNE. From domestic producers, altogether?

Mr. Morse. Yes, sir. The 100,000 tons will have been produced
not only by domestic producers, but producers on the mainland of the
United States. Isn’t that correct, Mr. Myers? So it has been from
the farmers of the United States, the mainland of the United States.

Senator MaLoNE. Now, it is especially to be sent to countries that
the ICA is friendly with; is that not the way it is?

Mr. Morse. To countries friendly to the United States.
| ?enator MaLoNE. What countries do you have in mind, particu-

arly?

Mr. MorsEe. I would prefer that they handle that testimony

Senator MALONE. Are they coming before the committee?

Mr. Morse. And supply it, because I do not know, in the first
place, and secondly, some of these transactions are probably in a
negotiation stage, and I would not know the status of the nego-
tiations.

Senator MALONE. Is the ICA coming before the committee?

Mr. Morsk. I do not know, sir.

Senator BENNETT. They are not on the list.

Senator WELKER. We can ask for them to come here.

Senator Frear. They are not on the list.

Senator MavroNE. They are not on the list.

Can you get that information? You are the one purchasing; are
you not?

Mr. Morse. We merely fill orders for them.

Senator MaLoNE. Do they have orders?

Mr. Morse. We do not negotiate with countries which they
supply.

Senator MaLoNE. Do you have orders now?

Mr. MorstE. We have some orders now and, as I say

Senator MaLoNE. They are secret?

Mr. Morse. We are starting to make shipments.

No; I would think, Senator, that they could supply you consider-
able information, if you

Senator MaLoNE. Well, they are not listed for any testimony here,
and there would be no other reason to have them here. Now, you
are the one that buys the sugar.

Mr. Morse. We would be glad, Mr. Chairman, to aks them to
supply information for the record, if you would like.

enator FrREaR. The chairman accedes to the request of the Sena-
tor from Nevada, and would appreciate your supplying that informa-
tion for the record.
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Mr. Morse. Thank you.

Senator MaLoNE. In other words, the information for the record as
to how much sugar you have purchased, what you have paid for it,
where you purchased it, and to whom it is consigned, or will be con-
signed, and how much you are getting for it, and what kind of money
you are receiving from it, whether it is our money or seme kind of
foreign money, and then what they are going to do with the money
when they receive it?

Mr. Mogse. Part of that information, Senator, is on page 3: “In
accordance with industry recommendations’’—again, this involved a
great deal of compromising and cooperation between the various in-
dustry representatives.

(The following was later received for the record:)

PURCHASE PROGRAM OF 100,000 TONS OF MAINLAND SURPLUS OVERQUOTA SUGAR

I. Quantily purchased and estimated cost to the Government

A. Beet sugar: 28,500 short tons_ _ . ____ ______________________._ $4, 600, 000
B. Cane sugar, Florida and Louisiana: 76,505 short tons raw basis_. 9, 560, 000
Total . e 1 14, 160, 000

1 At port of shipment.

II. Destinations

.A. Vietnam: (1) 11,500 net short tons, raw cane sugar; (2) 5,775 net short
tons, refined beet sugar.

B. Cambodia: 3,465 net short tons, refined beet sugar.

C. The balance of the sugar purchased has not yet been consigned to any
country. Such sugar will be shipped when the International Cooperation
Administration determines the destinations and issues requisitions.

III. Price ICA will obtain from country of destination

Raw sugar.—The estimated comparable world price based upon the average
of the reported Cuban world market price for raw sugar during the period of
loading the vessel of the sugar shipped, adjusted to reflect premiums or discounts
for polarization of the sugar, ocean freight (where applicable) and usual handling
and loading costs.

Refined sugar.—In the case of refined sugar, the price will be computed on a
similar basis, and, in addition, the usual cost of refining and packaging will be
added to the raw sugar price.

IV. Type and distribution of payments recerved

The government of the country which receives the sugar will pay for such sugar
by depositing in a separate special account of the United States Government
upon notification of United States Government dollar disbursements, the amount
of local currency of the country receiving the sugar, equivalent to the United
States Government dollar disbursement at the highest rate of exchange of United
States dollars in terms of such local currency lawfully quoted for imports into
such country prevailing on the last day of the month of the disbursement period
covered by each ICA notification report. The local currency deposit will be
used for mutual assistance purposes as will be agreed upon between the Govern-
ment of the United States and the government of the country receiving the sugar.

Senator MaLONE. You are purchasing it; you should have the in-
formation. What part of the page is it on?

Mr. MogrsEe. It is in the lower part of the large paragraph in the
middle of the page: 28,500 tons of beet sugar was purchased, and
71,500 tons of mainland cane sugar was purchased.”

You come from an area of the United States, of course, where sugar-
beets are grown quite generally.

Senator MALoNE. I am interested in both alike.

Mr. Morsg. Yes.
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~ Senator MaLoNE. Just in the producers of the United States of
America having equal access to their American market.

Mr. MorsE. Yes, and the sugar beet growers recognized the prob-
lem which the cane growers had in the large stocks that had accumu-
lated. Cane growers had not had any recent severe freezes to cut
back their production, and so the beet growers went along and worked
out this allocation in which they took this smaller tonnage in connec-
tion with the purchase.

Senator MaroNE. This sugar that you are now purchasing, is that
sugar that was produced in the cane fields and the beet fields beyond
their ordinary allocation?

Mr. Morsg. Yes, sir.

A Sg?nator MaroNE. And you had refused to buy it under the Sugar
ct?

Mr. Morse. Under the law which we are administering, there is no
provision for permitting sale of sugar in excess of the quota for an
area, and so we had no way to authorize them to sell the sugar into
the domestic market.

Senator MaLonNE. But it is sugar that is produced in addition to
the regular allocation under the 1951 act?

Mr. MoRrsE. Yes, sir.

Senator MaLone. Well, would this new act take care of this type
of production that apparently is already in cultivation and already in
production?

Mr. Morse. It would in time do that, but in the interest of farmers,
who want to increase their production of sugar and continue to sell
even their present production, we have felt that these increases, this
increased participation in the sugar consumption in the United States,
should begin to operate to the benefit of the farmers without waiting
to pick up this additional tonnage. There was agreement that this
would be relief of the situation as far as the American farmers were
concerned, over and above what is proposed in connection with renewal
of the act. _

Senator MaLoNE. I listened very carefully to the answers to the
questions of the Senator from Idaho, and what I got from that is
entirely different from what I get now, and that is that it 1s a very
minor increase that this new law will result in, if any, to a State like
Idaho or Wyoming.

Mr. MogrsE: It is not as much relief as we would like, sir

Senator MavroNe. Well, as who would like, you or the farmers?

Mr. Morse. That the Department of Agriculture, the administra-
tion, and the farmers of America would like.

Senator MaLoNE. Well, what is keeping you from doing it?

Mr. Morse. (No response.)

Senator MaLoNE. You mean we have other members of our Cabinet
from foreign shores? I thought we only had one and he is paying us
a visit very soon to keep our foreign policy on the track.

Mr. MorsE. When we consider the interests of the farmers of
America, and the United States of America, we have felt that this
represented, under the circumstances, the best recommendation.

Senator MaLoNE. Now, the Agriculture Department believes that
you have to keep this sugar quota cut down so that you can buy the
sugar from the foreign nations so that they in turn can buy the sur-
plus crops of this country. That is exactly what you are telling me,
is it not?
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Mr. Mozrske. I believe it goes beyond that, Senator.

Senator MarLoNE. Well, complete the record.

Mr. Morse. May I suggest that when the testimony is available,
you reread my previous statements?

Senator MAaLoNE. Do not worry about me. I already know what
you are doing. I am just putting it on the record for other people.

Mr. Morse. I believe I have supplied an answer to your question.

Senator MaLoNE. Again, it would be very helpful, because you
made a distinction there as between the reason you wanted to have
more sugar purchased from foreign shores. There is another reason
beyolnd selling agricultural products to them, of which we have a
surplus.

Mr. MorseE. The purpose of the act, as set forth on page 1—and
our testimony 1s in connection with the renewal of this act—there are
four different items set forth there——

Senator MaLoNE. You are the only one that I have ever heard put
that interpretation on the act. I mean, the Agriculture Department
and the State Department; I know exactly what your position is and
you wrote the act to start with. You are the one that injected this
thing. So I am trying to ask you—I know now, and you have said
3 or 4 times, that what you want to do is hold the sugar production
down in this country to the point where you can import enough
sugar so that they can buy your surplus crops, your wheat and your
corn and other supported crops, and now you just said there is another
reason, and I only want this other reason. We have had enough of
the first one.

Mr. Morse. Yes; we have other farmers in the United States
besides the sugar growers, Senator, as you know.

Senator MaLoNE. We have covered that part of it. Will you give
me your additional reason?

Mr. Morse. Farmers are selling into these markets and, therefore,
they have an interest in this trade.

Senator MaLoNE. That is the same one you have explained 3 or 4
times. What you are saying is that you trade the market for one
domestic crop for a foreign market for another crop.

Mr. Morsg. Yes, sir.

Senator MaLoNE. I thoroughly understand that.

Now you said there was an additional reason.

Mr. Mogrsge. Yes. AsIsaid a moment ago, I believe I have covered
the question that you have raised.

Senator MaLoNE. You had, but you just said that there was an
additional reason. Give me the additional reason. You never have
covered that one.

Mr. Morse. I was undertaking to say that in addition to the in-
terest of the sugar-beet growers, there were other interests

Senator MaLoNE. In addition to the interests of the other farmers
whose product you want to sell, then you said there was another
reason. 1 am interested in that further one.

Mr. Mogrse. The

Senator MavLoNE. I understand now that you want to hold sugar-
beet production down here and also the cane, so that you can import
enough sugar to send the money over there to buy the surplus agri-
cultural products here which you have already bought and have in
the bin. I clearly understand your position on that. You want to
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continue to lose $1.35 a bushel on more wheat. But you said there
was another reason; what is it?

Mr. MozrsE. Senator, I think the following is a good illustration
of the interest of the farmers. Louisiana is an important producer
of sugarcane. In addition, they are important producers of rice, as
you know.

Senator MALoNE. Is rice supported?

Mr. MogrsEe. Yes, sir.

Senator MaLoNE. Is there a support price for that?

Mr. Morse. Yes, sir.

%ena,tor MavonE. Then it is included in what you have already
sald.

Mr. Morse. And Cuba has been a substantial buyer of rice from
the farmers of Louisiana, along with other farmers.

Senator MALONE. Just a minute. You have covered that five
times. Now, you said there was another reason. What is it?

Mr. Mogrse. It is the interest of farmers generally in world trade.

Senator MALONE. You said there was another reason. Now you
confine 1t to one reason; is that it?

Mr. Morse. I am sorry. I do not seem to be following your
reasoning.

Senator MaLoNE. It is not hard for me to follow you, because you
just get into one rut and stay there like a cracked phonograph record.

You said definitely there was another reason besides selling the
surplus crops to these people. We understand you are for holding
down the acreage here, or at least limiting it, so that you can import
sugar and then sell the surplus crops to the foreign sugar growers.

Mr. Mogrse. Senator, the purposes of the act, are—
to regulate commerce among the several States, with the Territories and posses-
sions of the United States, and with foreign countries; to protect the welfare of
consumers of sugar and those engaged in the domestic sugar-producing industry;
to promote the export trade of the United States, and for other purposes.

That is the statement in the act, and it is the congressional act and
not my words.

Senator MALONE. Yes. I think if you will just read that and take
it to heart, it is there to protect the producers of this country, and the
export trade is something beyond that and should be a profitable
trade; otherwise it is not trade. But if you have no other reason, if
you have forgotten the second reason that you had, we will leave it
right at that point.

Mr. Morse. The Congress said, ‘“to promote the export trade of the
United States.”” Now, that is the language of Congress and not my
language.

Senator MALONE. Yes, I understand you. You take that to mean
that you must promote greater imports of all the products in which
you deal, so that you can sell the surplus we create here. You are to
remake the industrial map of the United States. Is that what you
consider? Is that your recommendation?

Mr. MorseE. That is my understanding, that when you promote
trade, it involves both export as well as import. o

Senator MALONE. And that you shall reduce the production in
this country in some products without benefiting the consumer, so
‘that the importer of such increased imports may buy some other
product from this country; more of that your department is to re-
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shuffle the amount of imports and exports of this Nation—that is
exactly what you believe?

Mr. Mogrse. I have tried

Senator BENNETT. Mr. Chairman

Senator FrReEAR. Senator Bennett?

Senator BENNETT. Mr. Chairman, it is 5 o’clock. We have six
more witnesses, and the chairman has instructed us to go through
with it tonight. I wonder if the Senator from Nevada could indicate
how much longer he is going to continue.

Senator MaLoNE. I am through now. I think we are wasting our
time trying to get further information as to what these people are
aﬁtha]ly trying to accomplish in remaking the production map of the

ation.

Senator WeLkER. Mr. Chairman, my last question, and I must
leave. 1 will be very short.

Senator FrREAR. Senator Welker?

Senator WeLKER. Mr. Secretary, from the Department of Agri-
culture, do you know whether or not you have spent any funds on
technical assistance to offshore producers of sugar to help them
produce more sugar, Cuba, the Philippine Islands, Costa Rica, or
any other place?

Mr. Morse. I cannot answer specifically except that the Depart-
ment of Agriculture has conducted no such program. I would assume
that in the technical assistance program there probably has been such
assistance.

Senator WELKER. It is a fair assumption, then, that I could tell
my people that while we are cutting down on their acreage allotments,
our Department of Agriculture has also been assisting and aiding the
offshore producer, so that he might produce more?

Mr. Morse. That program has been handled under another
department of Government, and again, we would be glad to get a
statement that bears on that for the record.

(The following was later furnished for the record:)

STATEMENT PREPARED BY INTERNATIONAL COOPERATION ADMINISTRATION ON
UNITED STATES ASSISTANCE IN WORLD SUGAR PRODUCTION

There are no United States-financed technical cooperation projects directly for
the purpose of increasing the production of sugar in any country participating
in the United States mutual security programs.

The ICA has agricultural programs in many countries of the world, including
countries producing sugar, to assist in developing the educational, research, and
extension institutions on which a country must depend for progressive agriculture.
In helping to develop these institutions, assistance is given in plant breeding,
disease and insect control, cultural practices, organization of research and exten-
sion, agricultural credit, storage and marketing, and the like. A large number
of the United States land-grant colleges are assisting under contract arrangements
in this program.

While an indirect result of these programs may be assistance to sugar produc-
tion, the principle followed is that United States support shall not be given to
projects which, in the long run, would increase directly exports or decrease
imports of commodities which are in world surplus. Sugar is, of course, in this
category at the present time.

Senator WELKER. I really would like to have that.
In conclusion, I think to help answer Senator Malone’s question,

and something in my mind and, I am sure, in yours—I noticed Mr.
Myers was assisting the Assistant Secretary of State in answering
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questions on sugar—you want the committee to understand that
the Agriculture Department alone cannot formulate these policies,
that you must coordinate with the State Department?

Mr. Morse. Yes. These are recommendations which have been
developed by the administration, and there is in this, of course, &
definite responsibility which the State Department carries.

Senator WEeLKER. And on which the State Department had
definite ideas a year ago, when we were debating this matter and
arguing about this matter, and we had to clear with the State Depart-
ment before we got anything; is that not correct?

Mr. Morsk. As I say, it was worked out as an administration.

Senator WELKER. I am just putting the spotlight on the State
Department. They are the ones that I seem to have had the difficulty
with, and you people, I assume, had to coordinate everything with
the State Department before you come up here.

Mr. Mogrse. The coordination, I believe, worked both ways, in
working this out. There have been a good many compromises in
arriving at our recommendations. There are distinct, varied interests
within the industry, the cane areas and sugar beet areas, and this has
been developed as representing the best answer all the way around.

Senator WeLKER. The best answer?

Mr. Morsg. In our judgment.

Senator WELKER. But you would not have gotten any place, Mr.
Secretary, if the State Department had not approved what you said?

Mr. Morskg. I think the best answer, Senator, is that we are here
with what we feel are sound recommendations.

Senator WELEKER. You still have not answered the question, and
you know that everyone of us here knows that the answer is “yes.”

That is all, Mr. Secretary. Thank you very much.

Senator FREAR. Senator Williams?

Senator BArgLey. Mr. Chairman

Senator WiLrLiams. Excuse me. Go ahead.

Senator BARKLEY. I hesitate to take any time to ask questions, in
view of this imposing list of unheard witnesses. But I would like
briefly just to recapitulate about 1 or 2 things.

Prior to the enactment of this Sugar Control Act, the sugar industry,
and the importation of sugar, were controlled almost exclusively by the
tariff rate?

Mr. Mogrske. Yes, sir; I believe that is the case.

Senator BARKLEY. A rigid tariff rate on sugar. And the act was
passed in order to try to get away from that rigidity. Whether wisely
or unwisely, that was one of the objects of the act, so as to make 1t
more flexible, not only for the benefit of American producers, but also
to allocate the importation of sugar among the suppliers of sugar to
this country, on a more or less fair and just basis; is that true?

Mr. Mogrsk. I believe that is within the scope of the act. .

Senator BARkLEY. From time to time, since the original act, it has
been amended?

Mr. MorsE. Yes, sir.

Senator BARKLEY. Due to conditions that existed at the moment?

Mr. Morse. Yes, sir.

Senator BARKLEY. There were amendments to the act, and due to
conditions that now exist?

Mr. MoRSE. Yes, sir.
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Senator BaARkLEY. Do you think that assuming that this bill deals
as fairly as is possible, admitting that it is a compromise, with all
the nations that ship sugar into our country, as well as our own
producers—what would be your attitude toward an amendment that
might be suggested, that if any of these countries that ship sugar
into the United States deliberately discriminate against an American
agricultural product, that the Government of the United States would
have the power to deal with it either by reducing their quota or
some other method by which a fair dealing with our agricultural
products could be brought about?

Mr. Morsk. Your judgment on that, Senator, would probably be
better than mine. It gets into foreign fields and relationships.

Senator BaARKLEY. Yes. I realize that. Any administration
dealing with a subject like this or any other subject where it must
be an administration policy, must coordinate its own branches.

Mr. Morsg. Yes, sir.

Senator BARKLEY. It cannot ride 2 or 3 horses going in opposite
directions. And that is why it is necessary for all these departments
to work together and coordinate, whatever you want to call it, in
bringing something here that they can agree on.

Mr. Mogsg. Yes, sir.

Senator BARkLEY. Do you think that this bill as passed by the
House represents that consensus of opinion?

Mr. Morse. No, sir. The testimony here is in support of the
committee print which is before this committee, which carries some
very important modifications, and it is the one which

Senator BARKLEY. Yes. I meant the House bill subject to these
amendments. That is what you are supporting?

Mr. MorsEe. Yes, sir; this print which is before you here now
represents our best judgment. I am very appreciative of your
recognition of the fact that there are compromises involved.

Senator BARkLEY. Do you think that the change in the percentage
as between Cuba and some of these other countries under this bill,
which takes away from one and adds to another, will inure to the
benefit of any other American agricultural product that is exported
to any of these countries?

Mr. Morse. We have not felt so. We have looked to the judgment
of the State Department in that portion of the bill, but we in Agricul-
ture have felt that their judgment as expressed here has merit.

Senator BaArkLEY. We do not produce enough sugar in this country
to supply the domestic demand?

Mr. Morse. No, sir. We have only produced around half of our
requirements.

enator BARkLEY. Have we ever produced enough to supply the
demand?

Mr. Morsk. I believe not, sir.

Senator BArRkLEY. Can we? Is there enough land available for
either cane or beet-sugar production in this country to supply the
domestic demand?

Mr. Morse. Probably so, if adapted land was put into sugar beets,
but the history of our country, as you have expressed it, has been that
farmers in their diversity of crops have not in the past chosen to grow
all of the sugar beets and sugarcane to supply our markets.
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Senator BARKLEY. Recognizing that situation, the better part of
wisdom is to adjust it both domestically and internationally so as to
afford justice to all elements, domestic and international?

Mr. Morse. I heartily concur in the statement you are making.

Senator BARKLEY. You think this bill, as amended, does that?

Mr. Morst. Yes, sir.

Senator BArRkLEY. Thank you.

Senator FrREaR. Senator Williams.

Senator WiLLiams. Mr. Secretary, in connection with this 100,000
tons of sugar which you bought in the domestic market from domestic
producers and which I understand under the agreement you will be
obligated to export from this country; is that not correct?

Mr. MogrsEe. Yes, sir.

Senator WiLLiams. In arranging this export from this country,
under ICA, whether it be a gift or a sale—tbe answer to this question
would be the same—Did you give any consideration, instead of export-
ing it from this country, to just taking 100,000 tons which we will be
buying from Cuba and allocate that offshore?

Mr. Morsge. I believe that was considered, and the judgment
seemed to be that this was the best way.

Senator WirLiams. Would you not get the same answer if you did
that, and be just as fair to Cuba and to one of the other countries,
if you took a part of that which we are obligated to buy from them
under this bill and under the law, and ship that directly from that
source to wherever you will be consigning this later? Would you not
save the transportation coming in and all the handling charges, which
would run to about 8 $million or $10 million?

Mr. Morse. The position of some sugar in the Uuited States is
close to export locations.

Senator WrirrLiams. But it still costs you money to get it from
Cuba or the Philippines into this country, does it not?

Mr. MogrsE. Yes, sir. This is sugar produced in the continental
United States, that we would be exporting.

Senator Wirriams. I understand that. But I will put the question
this way: Would there be a savings if you did allocate it from your
purchases from these other countries and release, at the same time
that you made these allocations, an equal amount of this sugar in the
domestic market?

Mr. MogrsE. There would have been savings if it had been shipped
out by one of the foreign suppliers.

Senator WirLiams. The next question is, Would it not be the same-
answer, and just as equally fair to the American producers and the
foreign producers and everybody involved under this bill?

Mr. Morse. (No response.)

Senator WiLLiams. I mean, by so doing, would there be any
disadvantage to doing that, as far as any of the participants in this
agreement are concerned? o

Mr. Morse. This procedure is within the scope of the authorities.
under which we are operating. The other was regulated by law.

Senator WiLLiams. Now, what disadvantage would there be?

Mr. Morse. Well, as I say, we could do this within the scope of’
our authority and with the governmental operations that we have in
this country, and it was felt, therefore, that we should proceed within.
the authority that we have.
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Senator WiLLiams. I recognize that you can do it. But my
question was, Had you adopted the other procedure of allocating
this shipment from the source of production in the foreign fields
direct rather than bring them into this country and then out, would
that have worked to the disadvantage of any of the participants in
the agreement?

Mr. Morse. I am not sure——

Senator WiLLrams. Had it been done simultaneously?

Mr. Morse. I am not sure that I can fully answer that question.
It would represent negotiations with the offshore suppliers and
would have involved their operations. Just how it would have
worked in all respects, I am hardly prepared to answer.

Senator WiLLiams. Can you think of any way in which it could?

Mr. MyERs. Senator, I would grant immediately that with sufficient
authority and successful negotiations, that an arrangement might
have been worked out such as you suggest. It would have required
legislation, for one thing, and second, it would have required, uniquely
enough, some rather uncertain negotiations.

And let me cite you an example of a specific case that we had a few
years ago, where we were supnlying some sugar to Japan. It was
back during the occupation of Japan. The Philippines were shipping
sugar in here, and we had to ship sugar from Cuba to Japan.

We tried as best we could to work out a negotiation under which
we would ship the Philippine sugar to Japan and the Cuban sugar in
here, in lieu of it, and the Philippines did not want to do it, because
they did not want to lose their record of supplying this market.

I cite that just to show the complications that it gets into.

Senator WiLLiams. Yes. But could you not have given them as-
surance that it would have been credited to them just as if they had
shipped 1t and maintained the quota the same?

Mr. MyErs. Senator, we wrote them every kind of telegram and
letter that I know about, and we just could not get the job done.

Senator WiLLiams. The minute we buy it from the Philippines or
wherever we buy it, it is our sugar, 1s it not?

Mr. MYERs. Yes.

Senator WiLLiams. Can’t we ship it where we please?

Mr. MyERs. Yes; except that it provides for a quota that the sugar
is shipped into this country, and it comes in through private trade
sources. The Government is not the buyer of the sugar.

Senator WiLLiams. I am not getting into the merits or the demerits
of the proposal whether we should have bought the 100,000 tomns.
That is done under the authority of Congress, and you have authority
to get rid of it. But it does seem to me rather silly to bring this sugar
from the Philippines across the Pacific to the United States or from
Cuba into the United States and then turn around and ship it all the
way back, when we are going to give it away to get rid of it.

It seems to me it would be much cheaper to do 1t at the source than
it would be with all this transportation, and 1 know you would save
about $6 million or $8 million minimum.

Mr. MyEgrs. I think undoubtedly we would have saved some money
but, as I say, it would have required some legislation, and there would
have been complications.

Senator WiLLiams. Legislation could have been provided for with
a very simple amendment to this bill, and $6 million or $8 million,
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saved, which nobody could get, would have gone a long way toward
helping some of these farmers that were in trouble, would it not?

Mr. MyEgrs. I don’t know how much money would have been
saved. There would have been a little bit of saving in transportation
and handling costs.

Senator WirLiams. Well, your transportation and handling costs,
which run around 2% or 3 cents a pound, minimum?

Mr. MyEgrs. Of course, it would be the difference between the ocean
shipping costs from, let us say, Cuba to some of these destinations,
versus from the United States to some of those destinations. I think
there would have been some saving. It would not probably have
been as much as you are thinking of offhand, because the Cuban
sugar or the Philippine sugar also would have had to be shipped.

Senator WiLriams. Thatisright. It would have had to be shipped.
But at least it all helps, and it looks to me that it is just that much
money that you were paying out, for which nobody gets any benefit
except your shipping companies, the few that would be handling 1t.

I believe in the free-enterprise system, but I do not think that it is
only for shipping. I venture to say this, that neither you nor I in
private business would be doing that.

Mr. Myers. I will say that we bought the sugar at a price f. 0. b.
the seaport, and required our domestic sellers to absorb that freight
cost. We felt that if they wanted to sell the sugar they should do
that.

Senator Wirrtams. No further questions, Mr. Chairman.

Senator FREAR. Senator Bennett?

Senator BENNETT. No questions.

Senator FrREAR. Just one.

Mr. Secretary, what other programs, if any, operate in a similar
manner as do the Sugar Act subsidies?

Mr. Morse. I do not believe we have a directly comparable one.
We have a subsidy on, or an incentive payment for, wool, which i1s
another instance where we import a very substantial part of our
requirements. As you know, two-thirds or three-fourths, of our wool
requirements are imported, and we are paying an incentive to the
woolgrowers of this country.

Senator FrRear. Do the duties we impose on the imported wool go
into the general fund or go into the Treasury? .

Mr. Mogrsg. I believe that is the case. And in that regard 1t
operates similar to this.

Senator FrEarR. And then the subsidy paid domestic woolgrowers
is through appropriations by the Congress?

Mr. Mogrsg. 1 believe that is the mechanism. I would want to
check that, Senator. o

Senator FreEar. Do you know of any other similar program?

Mr. Mogrse. I do not recall offhand another.

Senator FREAR. Somewhere along the line here I have gotten the
figure of 8,350,000 tons of sugar. Can you tell me what that figure
represents? - . .

Mr. Morse. That is the base from which the growth will be divided.
In other words, it will be the increased consumption above that
8,350,000 tons. Last year our requirements were 8,400,000. The
figure 8,350,000 was established in connection with this legislation
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last year, and is a reasonable base. We have announced it as a con-
sumption estimate to start this year.

Senator Frear. So that the 1956 estimated consumption is
8,535,000, with the 135,000 over the 8,400,000 figure?

Mr. Morse. Yes. That is applying the estimated increase due to
population increases to 1954 requirements.

Senator FrREAR. So that in order that domestic producers may have
the advantage of this act, you are giving them a starting base of
8,350,000 rather than 8,400,000, or 8,535,0007

Mr. MorsE. Yes, sir. The actual consumption will depend upon
many factors as the year develops.

Senator Frear. Thank you, Mr. Secretary. On behalf of the
chairman, I express our thanks to you for appearing here, as well as
our thanks to Mr. Myers. Personally I can say that you have had an
enduring constitution this afternoon. I hope you have enjoyed it
somewhat.

Mr. Morse. Thank you, Mr. Chairman. As your hearing pro-
ceeds or as the committee work proceeds, let us know how we can
be of service. We will be glad to be of help in any way we can.

Senator FREAR. Thank you very much.

Mr. Mygrs. Mr. Chairman, earlier Senator Malone asked for the
refining margin on sugar. I have worked it out here roughly. It is
$1.70 a hundred pounds. So that is in the record.

Senator FreEARr. That is a matter of record. Thank you.

Mr. Frank Kemp.

Mr. Kemp, if you will take a chair and identify yourself, as well as
the industry or industries that you are representing

Mzr. Kemp. Thank you, sir.

STATEMENT OF FRANK A. KEMP, EXECUTIVE COMMITTEE CHAIR-
MAN, AMERICAN SUGAR BEET INDUSTRY POLICY COMMITTEE

Mr. Kemp. My name is Frank A. Kemp. My home is in Denver.
For over 20 years I have been president and general manager of one
of the beet-sugar companies.

Senator BENNETT. May I interrupt at that point, Mr. Kemp?
You are referring to a beet-sugar refining company, or do you both
grow and refine beets?

Mr. Kemp. We grow very little, sir. 'We merely process.

Senator BENNETT. After this discussion about direct subsidies to
cane-sugar companies this afternoon, I was anxious that the record
be clear, that you are basically a refiner.

Mr. Kemp. Very few of the beet-sugar companies produce any of
the beets that they process. They buy them from farmers, and the
companies themselves, the beet-sugar processing companies, receive
Little, if any, of the conditional payments that have been discussed

ere.

Senator BExnNETT. Pardon the interruption.

Senator FrREAR. That is all right.

I would like to get in at this time, if I may, Mr. Kemp, that Senator
Millikin, the senior from Colorado, would like very much to have
been here today to have introduced you to the committee and the
audience, but as you probably know, Senator Millikin is not able to

71579—56——9
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be here today, but our last reports are that he is coming along very
fine. Perhaps you know that. If not, I am sure you will be interested
in it. And I know he is greatly disappointed that he cannot be here
to introduce an old friend of his to this committee.

Mr. Kemp. Sir, that is very typical of Senator Millikin’s great
courtesy to everyone that has had anything to do with him. Indeed
1t 1s.

To go on with my statement, I am also chairman of the executive
committee of the industrywide organization of the growers and proc-
essors of sugar beets in the United States.

I appear as a witness in support of the committee print of Senator
Bennett’s proposed amendment to the Sugar Act at the request and
on behalf of all five of the domestic sugar producing and refining
groups: (1) the sugar-beet growers and processors in 22 States from
Michigan and Ohio on the east to the Pacific coast; (2) the sugarcane
growers and processors of Louisiana and Florida and their constituent
organizations; (3) the Hawaiian Sugar Planters’ Association, through
which the interests and concerns of the planters and mills of the
Hawaiian Islands are voiced; (4) the Association of Sugar Producers
of the fertile island of Puerto Rico; and (5) the United States Cane
Sugar Refiners’ Association, comprising the great majority of the
refiners of cane sugar in the United States, with refineries in 8 coastal
States from Massachusetts to Texas and California. I have sought
to compress my statement and shall insert for the record, but will not
stop to read, a complete list of the organizations for which I speak.

Senator FREAR. It may be inserted.

Mr. Kemp. Thank you, sir.

(The list above referred to is as follows:)

DoMesTiIC SUGAR ORGANIZATIONS AND INTERESTS FOR WHOM THE WITNESS
FranNk A. KeMp APPEARED

UNITED STATES SUGAR BEET INDUSTRY

Amalgamated Sugar Co.

American Crystal Sugar Co. ,

Big Horn Basin Beet Growers Association of Wyoming

Black Hills Beet Growers Cooperative Association of South Dakota, Inc.

Buckeye Sugars, Inc.

California Beet Growers Association, Ltd.

Central Nebraska Beet Growers Association

Eastern Washington Cooperative Beet Growers Association

Farmers & Manufacturers Beet Sugar Association, representing grower associa-
tions and processors of Michigan and Ohio

Franklin County Sugar Co.

The Garden City Co.

Goshen County Cooperative Beet Growers Association of Wyoming

Great Western Sugar Co.

Gunnison Sugar, Inc.

Holly Sugar Corp.

Idaho Sugar Beet Growers Association

Layton Sugar Co.

Lower Snake River Sugar Beet Growers Association of Idaho

Mason City District Beet Growers Association of Iowa

Montana-Wyoming Beet Growers Association

Mountain States Beet Growers Marketing Association of Colorado

Mountain States Beet Growers Marketing Association of Montana

National Beet Growers Federation

National Sugar Manufacturing Co.

Nebraska Non-Stock Cooperative Beet Growers Assoristiop

Northern Montana Beet. (3rowers Association
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Nyssa-Nampa Beet Growers Association of Idaho and Oregon
Red River Valley Beet Growers Association of Minnesota and North Dakota
Southern Colorado Beet Growers Association

Southern Minnesota Beet Growers Association

Spreckels Sugar Co.

Tongue & Yellowstone Beet Growers Association of Montana
Union Sugar Division, Consolidated Foods Corp.

Utah-Idaho Sugar Co.

Utah Sugar Beet Growers Association

Western Beet Growers Association

Western Colorado Beet Growers Marketing Association
"Western Montana Beet Growers Association

MAINLAND SUGARCANE INDUSTRY

American Sugar Cane League
Florida Sugar Producers

HAWAITAN SUGAR INDUSTRY

Hawaiian Sugar Planters’ Association

PUERTO RICAN SUGAR INDUSTRY

Association of Sugar Producers of Puerto Rico

UNITED STATES SUGAR REFINING INDUSTRY
United States Cane Sugar Refiners’ Association

Mr. Kemp. These interests are keenly competitive. That they
are united in support of the proposed amendment to present legisla-
tion, that they have agreed that their support may be voiced by a
single witness, evidences the determination of the domestic sugar
industryv to accept necessarv compromises and sacrifices and to unite
upon legislatiou governing sugar that is in the best interests of the
Nation. I should like to stress the fact that there is widespread
harmony in the entire domestic sugar industry on the proposed bill.
The testimony of officials from the Department of Agriculture and
State who have preceded me shows that the executive branch of the
(Government also endorses in its entirely the proposed legislation.
This hearing will establish that that large field of harmony and agree-
ment i1s broadened by the approval and support of other interests.

Sugar legislation is an old acquaintance of the Congress and of
this committee. The important principles of the present law were
enacted in 1934. On nine different occasions since that year the law
with respect to sugar has been reviewed, amended, or extended.
Congress has repeatedly reconsidered the subject. The long record
of the law and the repeated examination of its subject matter show
the familiarity of Congress with the problems of the commodity and
furnish uncontrovertible evidence that the law has worked well has
protected the interests of consumers and of the industry and at the
same time has promoted the foreign commerce of the Nation.

From the very beginning, sugar legislation has been written under
the guiding principle that the interest of consumers was of great
importance. That is the way it should have been. The industry
depends for its existence on consumers. It understands fully the
need for continually better and improved service and standards.

I shall take time briefly to point to some of the real benefits of our
sugar system. Since 1934, the sugar law has provided for the sharing
of the American market by both domestic and foreign suppliers, in-
suring the benefits of domestic production and at the same time pro-
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viding a large volume of foreign trade. To enforce the market quotas
prescribed and to achieve other objectives of the legislation, the law
provides a series of strict controls supported and enforced by a tax-
and-payment system which over the years has benefited the Treasury
to the extent of many millions of dollars without itself adding to the
price of sugar in the market because of concurrent and continued
reductions that have been made in the once substantial tariff against
sugar 1mports.

For the benefit of field workers, the law goes so far as to vest in a
Government department what amounts to the right to prescribe the
level of fair field wages on sugar farms. It has made available to the
people of this country an ample and secure supply of sugar at modest
prices. Measured in terms of the relatively small increase that has
taken place in the price of sugar compared to the increase in the price
of other things, the level of sugar prices in this country has been and
is very modest indeed. Tested in terms of consumer purchasing power,
by the time that it takes an average workman to earn money enough
to buy a pound of sugar, the American sugar price is lower than in
any other major country in the world.

Recent analysis by the purchasing department of my own company
shows that compared with the 1947 indexed average price of the
commodities that we buy in the manufacture of sugar, the 1955 cost
was up on the average 52 percent. Added to the increase in our
material costs of 52 percent, our labor costs since 1947 have increased
76 percent. Yet the manufacturer’s basic price for sugar, which was
$8.10 per hundred pounds in January of 1947, is now $8.30, an increase
of only a little over 2 percent.

Secretary Benson recently pointed out that the spread between
what the farmer receives for his products and the price paid by the
housewife has increased 83 percent since 1945. 1 am not able to make
a comparison for the identical period, but it is the fact that the spread
between the farmer’s returns for sugar beets and cane and the price
paid by the housewife for sugar has increased less than 12 percent since
1947, most of which is represented by increases in freight and other
items not retained in the sugar trade.

Senator FrREarR. Would you desire to complete your testimony, or
do you object to having questions asked as you proceed?

Mr. Kemp. No, indeed, sir. I will be glad to be interrupted at
any time.

Senator FreEar. In the last two paragraphs that you have read, an
increased cost of 52 percent and 76 percent, and only an increase in
price of 20 cents a hundred, between $8.10 and $8.30, then is reflected
in the decreased income to the producer? .

Mr. Kemp. The producer has not had his income reduced by virtue
of the percentage increases that I am talking about. That affects
the processors. When you say ‘producer,” 1 assume you mean the
farmer.

Senator FREAR. Yes. . .

Mr. Kemp. The farmer is getting about the same price as he did 7
years ago for his beets, but everything he does, everything he uses,
has gone up in cost. o

Senator FrREAR. Now, just let me ask another question if I may.
Your company—I understood you to say that you bought beets from
the producer, or the farmer.
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Mr. Kevpr. That is right; yes.

Senator FREAR. Yes, sir. In 1947 you paid him oun the basis of
$8.10.

Mr. Kenp. We can use that as an illustration; yes.

Senator Frear. Allright. And vou have absorbed—your company
has absorbed—52 percent in material costs and absorbed a 76-percent
increase in labor costs?

Mr. Kemp. That is precisely the case. There is no hetter illustra-
tion in the whole American economy of what they call the cost-price
squeeze.

Senator FrREAR. Yes. Of course, the question now is, Do you think
that you were making too much?

Mr. Kevpr. Did we

Senator FrEARr. If vou can take that difference and only increase
the cost, whatever this industry cost is, or the manufactured basis
cost, between $8.10 and $8.30, or 20 cents a hundred, and you have
absorbed 52 percent in material costs and 76 percent in labor costs, the
question in my mind was that maybe in 1947 vour profits were too high.

Mr. Kemp. I am sorry to have vou draw that conclusion, sir.
Perhaps some other things have happened. In other words, if we
continue to go along without in some way offsetting the increase in
cost that has affected so large a part of our operations, somebody is
going to get into trouble.

We have benefited to some extent by increases in volume, by some
improvement in our processes, by some other things of that kind.
Otﬁerwise, we would all be busted.

Senator Frear. I am glad you added that. And I suspect also
that in the figures that are going to be supplied by the two departments
that were requested earlier in the day, there will be some reflection,
and perhaps your company may be listed as one of them.

Mr. Kemp. The point that I have tried here to make, and to make
with considerable emphasis, Senator Frear, is that the price of sugar
has been very modest. It has increased, I think, 30 percent less than
the increase 1n the price of all foods, and today, based upon its caloric
value or anything else you want to take, is a very cheap purchase.

Senator FrREAR. May I add that

Mr. Kemp. And that is one of the results of the Sugar Act.

Senator FrREAR. I am glad to hear that.

May 1 add, too, that whatever the price of sugar is at the present
time, as far as T am concerned, it is worth it.

Mr. Kemp. Thank you, sir.

I come then in my prepared statement to something of a conclusion
in respect to these facts that I have stated, and it is this, that if there
be anyone with the temerity to compare the small increase in sugar
prices with the higher costs of just about everything else we buy and
use, he should first take his own actual sugar cost and compare 1it, as
I have done, with the increase in the cost to him of other things,
including wages, and the increase in the price of his own end product.

The production and refining of sugar have profound influence upon
the economy of the country. In the report for the year 1955 of the
president of the Hawaiian Sugar Planters’ Association, it is said:

Sugar has long been Hawaii’s greatest source of commercial income * * * sugar

provides Hawaii with more than one-third of all the money available to purchase
orted goods * * * every sugar dollar has an effect on the standard of living

im
of Hawali’s people.
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Of the entire return from the products of Puerto Rico more than 50
percent 1s represented by the proceeds of its sugar crop.

The cultivation of cane in Louisiana and Florida is of great import-
ance to those States and of equal importance to their growing areas
as cane cultivation is anywhere else on earth. The sugar beet crop
and the farming and feeding system of which it is the hub is of tre-
mendous benefit to the wide area in which it is grown. The Reclama-
tion Service has shown that on many of its projects the beet crop, on
a relatively small planted acreage, accounts for a large percentage of
total farm returns.

The employment afforded by the great United States refineries is
bhighly important. The market which they provide for the natural
raw sugars of many lands and many producers, is of simply inesti-
mable value to the latter. And in the variety of refined products
that it provides to the consumer it furnishes a great service.

As one of its major effects, sugar legislation provides for the sharing
of the American market. A division is made not only between the
various domestic segments of the industry but between the domestic
segment as a whole and foreign suppliers. It is natural that each
supplying area would like to have the greatest possible share of the
market and that they would contest for what they regard as their
just proportion. For all of the domestic groups to agree on a single
program, therefore, has required a great deal of compromise. No one
group under this proposed program will get all that that group might
ideally desire.

Time does not stand still. It was to be expected that as the years
went by there would be evidence of need for some change in the law.
The proposed statute makes certain changes in definitions that time
has shown to be advisable, and in certain other respects, such as in
providing for possible consideration of hardships in the making of
acreage and marketing allotments within the total set, takes account
of suggested change and improvement.

In all of the discussions over the last year or more, there has been
very little said about any of these proposed changes except the one
which again, as was the case prior to 1947, permits the domestic
industry to share in the future growth and increase of the sugar
market in this country. In the beginning, the domestic interests
urged even greater participation in the market increase than is
accorded in the draft under consideration. _

Nevertheless, the industry, after long and thoughtful consideration,
approved of the draft’s concept as to the share of the market increase
to the domestic areas. It is my understanding that no sugar interest,
foreign or domestic, now opposes the provisions for domestic sharing of
the market increase as expressed in the draft. _ .

The law also changes the division of the share of the increase in this
market accorded to foreign nations. On this point, the provisions are
those recommended by the executive branch of the United States
Government upon which, always subject to the will of Congress in
legislative matters, devolves the duty of interpreting our relationships
with foreign nations. The domestic industry defers on this point to
the executive branch of the Government and accepts the judgment of
the latter as to the market share to be accorded our foreign friends.

To turn for a moment to the small increase which the law makes
possible for the domestic industry—the right to share in the growth of

[ N a AR
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the country, to participate in and partake of its progress and develop-
ment, is a right which other American business has as a matter of
course.

It would be a tragic thing were the domestic sugar people to be
denied some share of the future. Such a denial would prevent realiza-
tion of the sound results of scientific improvement, of the need to
beneficially employ our lands, of the need to grow nonsurplus crops
that has been accentuated by surplus-crop allotments and acreage
restrictions. The acreage of three of the domestic sugar areas has been
cut back. Even under the proposed amendment, it may take some
time before the modest share awarded them in our increased consump-
tion will restore the reduction that has been enforced.

The mainland beet and cane areas, and Puerto Rico and Hawaii as
well, have produced in excess of their sugar quotas in recent years.
In most cases, the overquota sugar thus produced has been expensive
to handle, difficult to care for. Provision has been made for the lifting,
by purchase in 1955, of some excess-quota sugar in both the cane and
beet areas. That has been a help. But it has by no means relieved
either branch of the industry of the basic problem out of which such
excesses arose. In the Louisiana-Florida industry, for example, the
quantity of sugar on hand on January 1 of this year was actually
greater by several thousand tons than the quantity on hand on
January 1, 1955.

In his message to the Congress last week, President Eisenhower
spoke of the urgency of enacting a new sugar law in these words:

The legislation to renew the Sugar Act of 1948, as amended, should promptly
be completed. The Congress is aware of the need to give producers, as well as
foreign suppliers and the entire sugar industry, as much advance notice as possible
in planning their operations.

To this I would like to add a few facts from the practical every-day
needs of the sugar business. In the whole course of preparation,
egrowth and harvesting, the sugar crop takes from 8 to 24 months.
The present law expires on December 31 next. The 1956 beet crop
and substantial cane acreage will be planted in approaching weeks.
Plans for the maintenance and improvement of the equipment in
factories and refineries need to be made. Both cropping plans and
plant operations require certain knowledge of the provisions of law
under which they will be carried out and completed. If the legislation
is to have a beneficial effect upon American agriculture and business
in this crucial year of 1956, it should be enacted as quickly as possible.

In conclusion, I would like to make one point with the greatest
possible emphasis, and that is that the proposed law does not take
away from Cuba the right to market one ounce of the quantity which
that country had as a quota in this market when consideration of
revision and extension of sugar legislation commenced in the House
of Representatives last June nor does it deprive Cuba of one ounce
of her present quota. Cuba’s present quota, incidentally, reflects
substantially all the growth in the United States market since 1947,
and those 8 years of growth increased Cuba’s basic share of our mar-
ket by the huge total of about 1 million tons & year. The proposed
law is vitally important to Cuba and exceedingly generous to that
country because it not only protects her present preferred position in
the United States market, but also because her present large quota,
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with substantial sharing of the future market of the United States
also provided, is extended and continued.

Sir, right there I would like, if I may, to impose upon the members
of the committee, to discuss a little bit what the quota is, and what
this increase that has been talked about really is and where it starts.

I think it may add to your understanding of the problem.

We consumed last year the largest quantity of sugar ever eaten in
this country, something in the neighborhood of 8,375,000 tons, or
thereabouts. The present law, of course, governed the right to supply
that sugar in 1955, and 1955 has passed.

Going way back to the beginning of sugar legislation, the shares of
the various supplying areas were placed on a percentage basis, so
that it did not make any difference whether the consumption was
5,800,000, as it was when I first got into this business, or whether it
was 7 million tons, or whether 1t got up to 8,500,000. If the division
had been on a percentage basis, you would have gone up with it.

But in 1947, for reasons that are not particularly necessary here,
that percentage scheme of allotment to the supplying areas was
changed, and the domestic areas were given fixed quotas, not per-
centages, but fixed quantitative quotas. At the time, it looked as if
it were a reasopably adequate appraisal of whalt was needed. We
had just emerged from the war; sugar was still under price control;
it was stiil under rationing, and ration cards and tickets.

No one knew what the country would eat. The beet people, a lot
of our people, had been riding Patton’s tanks. We had gone to war.
And as a consequence our production, and the production of Hawaii
and Puerto Rico and Florida and Louisiana were affected by the fact
that we were active participants in that great struggle.

So we took fixed quotas. The first year of the law, the country
consumed 7,200,000 tons. We were entitled to 1,800,000, and we
could not supply it because we did not grow it, as Senator Smathers
has pointed out.

But as things settled down, and our men came back, we got back
into production and starting in 1948, we overproduced our quota;
we did it again in 1950 and so on.

Louisiana, which had ouly a 500,000 ton quota—and I am sorry
Senator Dworshak is not here—overproduced their quota by a much
larger percentage than we did.

Senator BENNETT. You mean Louisiana and Florida?

Mr. Kemp. Together, of course. I should turn that around.
Florida and Louisiana.

Senator SMaTHERS. Right. That is for tonight, anyway.

Mr. Kemp. Thank you, sir. .

Now, we have still got those fixed quotas and they are in this law.
If something is not done about it they will go on forever.

Also 2,500,000 people are added to the population of this country
every year, and they eat sugar. There is some question as to how
much our consumption is going up and, quite obviously, because
it is affected by the earning power of labor, and a lot of other things.
It is not going up by steps, like in your house. It will go up and it will
fall back and it will go up again. But it is estimated that it is going
up at the rate of about 135,000 tons per year.

Now, the domestic people have said, after 7 years, and after 2 or 3
years of excess quota production, and after 3 years of being cut back



SUGAR ACT EXTENSION 131

on acreage, ‘“We ought to share in the growth of the country; we
ought to share in this increased consumption brought about by our
growing population.”

And, as I have said in my statement, I do not think basically that
there i1s anyone who would quarrel with that concept. I think it is
completely fair.

All right. Now, the question immediately arises, “Well, when are
you going to start to share?”’

d we have said, “All right, let’s take consumption as it has
already been established. Let’s take 8,350,000 tons. We are not
going back and taking anything away from anybody. We are taking
1t where 1t is.”” And we will say, “All right. Let’s take 8,350,000 as
the basis upon which we will start measuring the increased use, and
we will give to the domestic areas their proper proportion of that
increase.’’

And mind you, we will give to our foreign suppliers the other 45
percent. And there is no instance that I know of, sir, in the whole
economy of the world where one country guarantees to foreign nations
a part of its own economic growth.

Senator BENNETT. Mr. Kemp, at this point could you tell the com-
mittee why you think 55 percent is the proper share?

Mr. Kemp. That i1s because, sir, that is the proportion of the
8,350,000 made up by the total fixed quotas of the domestic areas.
In other words, that is the proportion we are supplying of the base.

Therefore, we say it is only proper that we should have that same
proportion of the increase.

Senator BENNETT. And did not that same proportion hold more
or less true through the first 12 or 15 years of the act?

Mr. KEmP. Yes, sir; because in the 1934 act, particularly as it was
reenacted in 1937—1I think the Department of Agriculture put that
figure into the record—we bad 55.49 percent of the total, so that the
55 has years of background for it; it is the basis of our present actual
division.

I am sure that the members of this committee will understand my
concern that I may not have presented the case for the domestic
sugar producing and refining industry as adequately as I wished to do.
I take comfort, however, in the understanding of the whole problem
that I know the committee possesses and in the ease with which all
can recognize the basic justice of the revisions which the law would
make.

I know that in your deliberations as to what should be done, you
will be guided by your interest and concern in the good of the country.
By that measure our claims stand on solid ground.

If I could for a minute—and I am so sorry that Senator Byrd is not
here—I would like very much to explain this sugar system
Senator FrREAR. I am kind of sorry he is not here, too.

Mr. Kemp (continuing). And what these payments mean, and what
they come out of, and who pays them.

Senator BENNETT. I think, Mr. Chairman, it would be a fine thing
to have that explanation for the record. It would be available to
Senator Byrd within the next 24 hours.

Mr. Kemp. In order to make a comparison, sir, I think it is neces-
sary that you have to start from scratch. You have to start some
place. Let us go back to 1934, and I was here then,
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The world was overproducing its sugar needs, and the sugar indus-
try, not only in this country but everywhere else was prostrate.
Raw sugar had sold here to net Cuba a half cent a pound, fifty-three
one-hundredths of a cent a pound. Wages in Cuba were merely
subsistence wages, what they could grow on the place, and it was not
much better in the beet country. And that, mind you—that condi-
tion came about under a tariff that was 2% cents a pound against the
world and 2 cents against Cuba.

Now, it was pretty evident that the tariff was not protecting the
industry, and this collapse of the sugar industry had much to do with
setting off the chain of firecrackers that brought the whole world
down 1n the depression of 1931 to 1934.

Senator FrREAR. 1 thought it was the dairy industry that did that.

Mr. Kewmp. Sir, I think they went hand in hand.

Well, somebody said, tariff won’t do it; why don’t we try a quota
system? Why don’t we—bearing in mind the desirability of some
division between the foreign trade of the United States and our
domestic production and the benefits of each—why don’t we try a
quota system, leaving it to some Government department to fix that
quota large enough so that the consumer will be protected in price
and the industry cannot take advantage, pricewise?

If, then, we can fix the supply adequately and can control price
by the valve of supply, everyone in the sugar industry who supplies
this market may depend upon their share; the industry can become
stabilized; the price can be held at that level which will be fair to
consumers and at the same time will maintain the business.

Senator BaArreTT. Mr. Chairman, might I ask a question at this

oint?
P Senator Frear. The Senator from Wyoming, Senator Barrett.

Senator BArRrETT. Before you get into that, I would like to ask
you, Mr. Kemp, if it is not correct that the difficulty that we encoun-
tered at that time arose primarily from the fact that Cuba had in-
creased its production from about 3 million tons in 1914 to 4,500,000
during World War I, and to nearly 6 million in 1929, and that really
precipitated this difficulty that we encountered in the early thirties?

Mr. Kemp. Sir, the world was overproducing sugar. And let me
say this. Except for this last war, the world has overproduced sugar
all the time I have been in the business, and the sugar problem is one
of trying to adjust excess production to demand.

Now, Cuba, in the first war, as she has been in this war, was a
natural expansionist. She could expand her production, which she
did, and she got 1t up higher than she had any market for, because
the minute the war ended, the beet sugar industry in Europe came
back in; other countries that had been forced to discontinue their
production came back in. One large contributing factor was that the
Philippines, who were back of the American tariff wall and got
the benefit of the full tariff, increased their production from 350,000
tons to 1,400,000, and most of that increase came out of Cuba’s hide.

Senator BARRETT. Cuba really jumped the gun after World
War I

Mr. Kemp. She did not get down fast enough, Senator, and it was
a pretty difficult thing for her to do. .

Senator BARRETT. It was not a question of going down, Mr. Kemp.
As I recollect, she went up from 4,500,000 tons to nearly 6 million tons.
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Mr. Kemp. I have forgotten those figures.

Senator BARRETT. And she just made a bad situation much worse,
and the same thing happened after World War II, and the 1948 act
brought them out of it.

Now, I think you ought to follow up with the thought you expressed
here a moment ago, that our boys went to war in this country in
Wyoming and in all these sugar-producing States of the Union, and
producticn went down. Cuba, of course, was able to produce in
great quantity. And then as a result of that, when the boys came
back from the service and got into production, they could not get
any acreage at all, and Cuba was taken care of. And it seems to me
that 1t is high time we do something for these boys that went to war,
as you sald there, earlier.

Mr. Kemp. I would like to go on with that

Senater SMATHERS. Mr. Chairman, let me say this. You know, it
is awfully easy to wave the flag, and I do not think that anybody
lSilttin% here at this table has a mortgage on patriotism or anything
ike that.

I think that Mr. Kemp, is doing a good job of pointing out that
while it is true that the Cubans did not go to war, nevertheless we
needed what they produced. We looked for sugar in the place where
we could best get it, which at that particular time, in World War I
and World War II, happened to be Cuba. And I think the record will
reveal that the Cuban people, certainly in World War II, were willing
to sell that sugar to the people of the United States at a price less
than they could have sold it on the world market, or even less than
they could have sold it to the United States.

Senator BARRETT. I do not know about that.

Senator SMATHERS. Now, 1t is true that war dislocates a lot of things,
and there is no doubt but what this particular demand on the part of
domestic sugar producers is timely. It possibly should have happened
several years ago. But I do not think it is quite fair to the people of
Cuba to act as though they were war profiteers or war mongers to
the disadvantage of the rest of us.

Senator BARrETT. If the Senator will yield to me, I did not say that,
but what I did say was this: That they increased their production
from 4,500,000 tons to 6 million tons after the war in 1929, and that
precipitated the first big breakdown in our sugar production in this
country.

Now, I think that they are entitled to credit for producing in war-
times when we could not produce it here, probably, at home. Never-
theless, they are certainly not entitled to preempt the market forever,
and that is what happened after World War I, as I was pointing out
here, and certainly it happened after World Wer 11, with the consent
of the Congress for a temporary period in 1948.

Senator SMATHERS. I do not think that anyone could justifiably
criticize the Cubans or the Puerto Ricans, or for that matter, any-
body else who sought to sell as much sugar as they could, just as we
do not criticize our own people for selling their goods, and, of course,
we would not.

But I do think that we recognize, and certainly those who produce
sugar as they do in our State and Louisiana and your State, that the
time has come when our domestic producers should have a large
share of this increased consumption. That is one point.
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But to try to put the burden of whatever the fault is in the sugar
market on the people of Cuba, who I think, as a matter of fact, have done
a rather genuine service for us, and evidenced their regard for us when
in World War II they did not go out and sell their sugar to people
from whom they could get a bigger price, but still gave it to us—I
do not think, as I said, it is quite right to put the kitty on their back.

Mr. Kemp. I would like to get back on this. payment business,
fbfe:([:ause I was right in the middle of it, and I want to finish this,
if I can.

Now, I have explained where we were under a tariff. The price
got down to a half cent a pound of sugar, practically. In May of
1934—mno, it was in February—Franklin D. Roosevelt sent a message
to the Congress on the sugar situation. He proposed a processing
tax of a half cent per pound and a quota system. And he said in
that message:

““Consumers need not and should not bear this tax. It is already
within the Executive power to reduce the sugar tariff by an amount
equal to the tax. In order to make certain that American consumers
shall not bear an increased price due to this tax, Congress should
provide that the rate of the processing tax shall in no event exceed
the amount by which the tariff on sugar is reduced below the present
rate of import duty.”

On May 9, the President, President Roosevelt, signed the Jones-
Costigan Act. That is the first of the sugar acts. And at that time
he issued the following statement pertaining to it:

I have today signed H. R. 8861, which I am advised will permit a rapid approach
to the solution of the many vexing and difficult problems within the industry.
Acting upon the unanimous recommendations of the United States Tariff Com-
mission, I have today signed a proclamation reducing the rate of duty on sugar.
The rate of the processing tax must not exceed the amount of the reduction as
adjusted to this unit of measure. This means that the processing or compensa-

tory taxes will not increase in themselves the price to be paid by the ultimate
consumer.

Three years later, the President sent another message, and he
recommended a tax of three-fourths of a cent a pound. And he
said :

I am definitely advised that such a tax would not increase the average cost of
sugar to consumers.

Later on, the Department of Agriculture issued several releases.
In one of them they said—this is March 15, 1937:

One is likely to assume that excise taxes increase prices under all conditions,

but an excise tax on sugar within certain limits, under a quota system, is one of
the exceptions.

And a little later on the Department said:

The tax did not affect the retail price in any way, at least over any appreciable
period of time, and so could not have been passed on to consumers.

Now, what I am saying here—Mr. Myers as an economist to the
contrary notwithstanding—is that this tax is paid by the industry,
and before you get mad at people that get a 30-cent payment after
paying & 50-cent tax, I want you to realize that an impost of 50 cents
has been put on their sugar, and they only got 30 cents of it back.

Senator Frear. That was not passed on in any manner to the
consumer?
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Mr. Kemp. No, sir; because since that time, the tariff has been
further reduced so that it is now only 50 cents a hundred; so if you
start from the beginning, Senator Frear, the consumer has been pro-
tected against this tax. It is not a part of the present price. If it
is not a part of the present price, he does not pay it. It comes out
of the industry.

Senator FrREAR. Let me get this clear.

Mr. Kemp. That is one of the reasons why this is

Senator FrREAr. That is the first industry that I know of that has
not passed on to the consumer its increases.

Mr. Kemp. That is right, sir. That tax does not affect us here,
because the price in this country is made not by the tax, not by this
miserable little tariff, it is made by the quota system.

The supply of and demand for sugar, admitted into this country
under the quota system, is what determines price here. And that 1s
regulated by the ]gepa,rtment of Agriculture with a view of being fair
to consumers.

Senator FrREar. The sugar industry is pretty well regulated by
the Government.

Mr. Kemp. It certainly is, sir.

Senator FrREaR. The production of both sugar canes and sugar
beets indirectly is pretty well regulated by the Government.

Mr. Kemp. Yes.

Senator FrREAR. Imports are strictly regulated by the Government;
is that right?

Mr. Kemp. Well, not any more strictly than we are. In fact, they
are not regulated as strictly as we are because we are regulated even
to the point of the wages we have to pay our help.

Senator FREAR. But so far as a pound of sugar imported into this
country is concerned?

Mr. Kemp. They get a quota—we get a quota identically the same.

Senator FrREAR. That is right. It is all under a quota system.

Mr. Kemp. Yes.

Senator FREAR. Now then, there are certain taxes on the sugar in-
dustry, including duties, that is import duties of nondomestic pro-
duﬂcjgd, ?but domestically consumed sugar to the extent of about $80
million?

Mr. Kemp. No, that $80 million, as has been discussed here, is the
excise tax of 50 cents per hundred pounds of raw sugar, assessed upon
all sugar manufactured in this country or imported into it.

bAnd that is this excise tax that President Roosevelt was talking
about.

S(lafrimtor SMATHERs. $30 million the import duty brought in, he
testified.

Mr. Kemp. That 50 cents against the imported sugar, roughly the
imiﬁgrts are 4 million tons, 50 cents on 4 million tons is about $40
million.

Senator FrREAR. The only way I can see it, and I would like to have
my impression corrected if it is wrong—this is the way I see it. If
your industry, that is, the processing industry, has absorbed the in-
crease in the cost to pay the producer or a few millions more as the
testimony has been given here—then either you are not making a,nK
money now, perhaps losing money, or you were making too muc
money before this started—that is you were
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~ Mr. Kemp. I think I said to you, sir, this, that I think something
is going to have to give way here. [Laughter.]

Senator FrREAR. I am in accord with that.

Mr. KEmp. That is right. And it is pretty hard for anybody to

stand up here and say, “Well, this is what goes on; the price of sugar
has to go up.”

Senator FrEAR. That is right.

~Mr. Kemp. But it is going to have to go up, if this goes on. Every
time they raise the cost of an automobile or something else, we have
to pay 1it. We do not get any more for sugar.

And another thing I would like to talk a little bit about here is this
so-called world market.

Senator FREAR. Are you willing to let my impression stand?

Mr. Kemp. That something has got to give, you bet.

Senator FreEarR. One or the other is happening. Either you
haven’t passed this on to the consumer or else you are losing money
now or made too much money previously.

Mr. Kemp. Senator Frear, that I think is not the only conclusion to
which you could come.

Senator FrREAR. I want to be clear on it.

Mr. Kemp. All right. We have had to absorb an increasing higher
cost, yet sugar prices for all practical purposes have remained about
the same.

You can look at Mr. Myers’ charts here. You will see sugar prices
were lower in 1955 than they were in any of the 3 preceding years
by a small amount.

We have been able to absorb those higher costs, by greater efficiency
in our business, by somewhat greater volume, by better luck, better
sugar contents, the adaptation of scientific research to the business,
and that is the only way in the world that you can absorb higher costs.

Qur earnings were not too high then, sir. The industry as an
industry is not a high earning industry.

Senator FrReEAR. You have reduced your costs?

-Mr. Kemp. That is right.

Senator Frear. To absorb this difference?

Mr. Kemp. We have had to.

Senator Frear. Of course, I do not know whether you know I am
in the milk industry or not, but you could have well told me that
you cannot add water to sugar. [Laughter ]

Senator BENNETT. Does the Senator wish the record to carry the
implication? .. .

Senator Frear. He can forget that.

Mr. Kemp. There are many milk products in which sugar merges
to the advantage of all of us.

Senator Fr&aR. What percentage of the sugar consumed in this
country is on the household table?

Mr. Kemp. It has changed a great deal. The habits of the house-
wife as in milk products is changing a great deal. Not nearly as much
.sugar is bought-and put on the kitchen shelf as once was the case.

These prepared foods, like doughnuts and cake mixes and all of that,
but they are-still eating about 96 pounds per capita.
~ Senator Frear. Who? o _

Mr. Kemp. The people of the United States. But it isn’t being
bought in household packages to nearly the same extent as was the
case 10 years ago.
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l§1e1‘1?ator Frear. What percentage, roughly, at present goes on the
table:

Mr. Kemp. I can’t answer it because I can’t answer it accurately.

Senator FREArR. What was it before?

Mr. Kemp. I would say 35 percent, perhaps, now is sold for house-
hold distribution.

Senator FrREaAr. How does that compare with 1934?

hMr. Kewmp. It is lower. I would think maybe it was 50 percent
then.

Senator FrReEAR. About 50 percent.

Mr. Kemp. It has gone down.

Senator FrREAR. And the decrease in one, and the increase in the
other has been because of the use of sugar industrially?

Mr. Kemp. That is right.

Senator FrReAR. Is there any difference in the price that you
processors charge to industry and that which goes to chain stores or
some independent store to be sold to the housewife?

Mr. Kemp. The sugar manufacturer’s price, well, it is to the whole-
salers, and certainly, the chain store has developed a volume of
demand that puts him on the manufacturer’s list.

Senator FREAR. Processors generally sell through wholesalers and
wholesalers supply both the industry and the household?

Mr. Kemp. That is right. Well, some of the industry is big enough
to be direct on the list.

Senator FrREar. What is that?

Mr. Kemp. They get the wholesale price from us, because their
purchasing power is large enuogh to warrant that.

Senator FrREAR. Is that at a lesser price than if they would buy
through the wholesaler?

Mr. Kemp. The wholesaler is in between us and the retailer. He
gets usually about 25 cents a hundred pounds. It is a very nominal
amount for handling it in the bag and so on.

I’d like here, if I can, to talk just a minute about this world price
and what that means.

There was a good deal of colloquy about it.

The world today is producing about 40 million tons of sugar and that
1s more than it is consuming. It has gone to an international sugar
agreement to try to get the production outside of this country into line
with the world’s consumption.

Every country in the world that amounts to anything in size except
Portugal and Norway grow sugar. And everyone of those countries
has been more or less determined to have their own sugar supply, to
produce at home some part of their domestic requirement.

And everyone of them that does produce some sugar sees to it that
that sugar is first consumed, and the only sugar they buy is what they
need over and above what they produce.

That total amount of import requirements over domestic production
1s about 4% million tons, about 10 percent of production, and that is
what they call the world market, if you please.

And these English are pretty good about defining things—the
London Economist characterizes that market—if I can find it in these
papers—it is not a free market. It is a dumping market, and it takes
the sugar that has no home in the world and the price is below the cost
of production in Cuba, the principal country that has to export to the
world market.
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Senator BenneTTr. May I interrupt to make this observation and
check for its accuracy?

During the colloquy this afternoon there may have been some
impression created that the world market for wheat and the world
market for sugar were comparable in their operations. Is it true there
i1s no relationship between those two terms as applied to those two
products?

Mr. Kemp. There cannot be, sir. I know very little about the
international wheat market, but I do know something about the
sugar market.

Senator FREAR. Let me ask a question, sir; from either of you:

Last year or the year before we were called upon to pass legislation
here in the Senate called the International Wheat Agreement.

The International Sugar Agreement, to which I believe Mr. Morse
testified, or someone from the State Department testified today, was
somewhat different and that we are not a member of the International
Sugar Agreement, but we are a member of the International Wheat
Agreement.

Mr. Kemp. That is right.

Senator BENNETT. May I correct that? We actually are members of
the sugar agreement but our own domestic consumption requirements
are outside of the agreement.

Mr. Kemp. We kept them out.

Senator BeEnNETT. The agreement does not cover them but we sit
in as members of the agreement to watch the thing operate.

Senator FrREAR. But it covers us under the wheat market?

Senator BENNETT. Yes.

Mr. Kemp. We have to keep the production in line. The London
Economist recently made this observation:

Even the world price is not a true price nor is it free. Were it not for the

huge tonnage that is sold under preferential arrangements the price of raw sugar
sold in the free market would have to be higher than it is.

So I say that you cannot compare the price of sugar in this country
with that particular price. You can take the difference, if you please,
but it is not an honest difference, and it is not the kind of difference
that anyone would take in attempting to draw conclusions as to what
the price ought to be somewhere else.

Senator BENNETT. I would like to ask you another question. Is
there any major country in the world that depends on the so-called
world sugar market for its normal and standard source of supply?

Mr. Kemp. I know of none. In fact, they have got a beet industry
in England now producing beet sugar in England that in 15 years has
increased its production about 70 percent.

Yet, England is the country that you think of as being the largest
purchaser in the so-called free market. .

Senator BENNETT. Apparently, there exists in some minds, even
in the Senate, the idea that if this Sugar Act were allowed to die, the
price of sugar in the United States would drop automatically to the
so-called world market price.

Mr. Kemp. That is not so, sir, because I think there is not a pro-
ducer of sugar in the world who would not stand up and say that
that price as the London Economist puts it, would have to be aigher
than it is.
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Cuba gets the full benefit of the price in this country, just as the
domestic people do, and in that respect our quota system is a god-
send to the Cuban industry, exactly as it is to us.

Senator FrREAR. The producer in Cuba gets exactly the same
amount per hundredweight of raw sugar as does the producer of
cane sugar in the United States?

Mr. Kemp. The man in Hawaii, the man in Puerto Rico, the man
in Louisiana, except, perhaps, that he has to suffer to the extent of
the 50-cent tariff.

Senator FrREAR. Yes.

Mr. Krmp. Which is pretty small business.

Senator FrREAR. What does he get, what does the average producer
get for cane sugar per hundred pounds of raw sugar sold?

Mr. Kemp. The Florida-Louisiana industry, sir, I think they paid
for this crop—and someone can correct me if I am wrong—somewhere
on the basis of a little over 6 cents for the 14-week average price that
prevailed here up to last week.

Senator FrREAR. I am sorry to interrupt you. Have you finished
your statement on the world supply?

Mr. KEmpr. Yes, sir.

Senator SMATHERS. No questions. Thank you.

Senator BArRrETT. I Would like to pursue that point just a little bit
further. I do not mind saying that I am having a great deal of diffi-
culty in my State, Senator Smathers, in answering a good many of
these boys that we settled on irrigation projects—how come they
can’t plant an acre of beets when they figure that is the best cash crop
they can possibly get.

What I would like to ask you, Mr. Kemp, is this: This bill is not all
’cha{,1 I should like to see it be. Nevertheless, I intend to go along
with it.

I would like to ask your opinion because I think you are about the
best informed man in the country on this subject. If this bill is
enacted into law, what will be the prospects of the beet growers in the
Western States to see some modest increase in acreage in the years
that lie ahead?

Mr. Kemp. Sir, I think that we have that prospect. And may I say
this for the record: This entire domestic industry, not only the beet
people but the Florida-Louisiana people, the Hawaiians, and the
Puerto Ricans are deeply indebted to Senator Bennett and to Senator
Barrett—to the Senators from Idaho, to a lot of other people—from
whom and from whose constituents there has been a tremendous
interest expressed in what can be done with this quota.

Let me say this, gentlemen, that this scheme—and I have tried to
cover that in my statement—is a series of compromises. That is one
of the things that makes it such good -legislation. Nobody gets
everything he wants, and they pretty well police each other.

I have been an advocate of this scheme because I believe, although
I am a domestic producer, that we should divide, if you please, our
production and consumption between that we produce domestically
and that we import.

The problem is how to do it fairly, and how to do it in the best
interest of the country. I came from Wyoming many years ago and
I know something about Senator Barrett’s problem. I know some-
thing about Senator Bennett’s problem.

71579—56——10



140 SUGAR ACT EXTENSION

Let me say this, if we increase our consumption by 135,000 tons a
vear the beet pelple will get 22 percent of it. And that will be spread
around among the beet industry in ways that I hope, Senator, will
take care of some of the need.

I think if we let this run for 3 or 4 years and see how we are doing,
we will have accomplished a great deal for our people, and will then
know whether we have done enough or not.

Senator BARRETT. I am might glad to hear you say that. I am
hoping that it will work out as you suggest, but by the same token it
does seem to me that tremendous concessions have been made in this
amendment, and I hope that this committee and the Senate and the
conferees will not go below the requirements here made in this piece
of legislation.

Mr. KEmp. I hope so very sincerely myself. I have imposed upon
your time, Senator Frear.

Senator FrREar. Well, that bas been quite interesting and enlighten-
ing, Mr. Kemp.

r. Kemp. There is one last thing I would like to add on that pay-
ment business.

Senator FrREar. You may inspire some more questions.

Mr. Kemp. I don’t mind. I wish I could, and I am going to try to
persuade Senator Byrd that profit has nothing to do with this pay-
ment, because the payment comes out of the price they get for their
sugar.

Senator FrREAR. I would like to be in on that. Thank you very
much, Mr. Kemp.

Mr. Kemr. Thank you very much.

Senator Frear. Mr. E. W. Rising, Minnesota-Dakota Sugar Beet
Development Association.

STATEMENT OF E. W. RISING, MINNESOTA-DAKOTA SUGAR
BEET DEVELOPMENT ASSOCIATION

Mr. Rising. Mr. Chairman, my request was not to testify but sim-
ply to have the privilege of filing a resolution for the Minnesota-
Dakota Sugar Beet Development Association and a 10-line statement
to identify the association.

Senator FrReEAr. This committee is very grateful to you for that and
I can assure you that it will be made a very important part of the

record.
(The statement of the Minnesota-Dakota Sugar Beet Development

Association is as follows:)

STaTEMENT OF E. W. RisiNG FOrR MINNEsoTA-DAROTA SUGAR BEET
DEVELOPMENT ASSOCIATION

The Minnesota-Dakota Sugar Beet Development Association is an organization
of 750 farmers in Pembina and Walsh Counties, N. Dak., and Kittson and Marshall
Counties, Minn., owning over 460,000 acres of land, an average of 600 acres
per farmer, and who desire to grow 55,000 additional acres of sugar beets annually,
or in excess of 70 acres per individual farmer.

This organization while joining in support of the Bennett amendment
committee print, January 13, 1956, to H. R. 7030, as being the best legislation
obtainable at this time, desires to have included in the record of this hearing, the
accompanying resolution in further explanation of its views relative to needed
Sugar Act legislation.
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RESOLUTION

Whereas the Sugar Act of 1948, as amended, will expire on December 31,
1956, and consequently its protective provisions will apply only to sugar refined
from beets grown in 1955 and sold in 1956; and

Whereas reenactment of present law, with retention of protective quota provi-
sions for sugar beets produced in domestic areas, is therefore essential early in
2d session of 84th Congress; and

Whereas under the present act the sugar-beet crop has been subjected to acreage
restrictions in 1954, 1955, and proposed for 1956 amounting to from 12 percent
under previous plantings; and

Whereas the sugar-beet crop is a major and important crop and the need is
imperative that full acreage be restored and reasonable future expansion be
provided for new areas; and

Whereas the sugar-beet crop is of increasing importance due to the curtailment
of other crops and because they furnish a reliable cash crop badly needed on new
areas to meet high operating costs as well as old areas to carry the mounting
expenses of farming; and

Whereas both domestic sugar beet and cane growing farmers in equity should
have the right denied to them under present law to participate in the expanding
market for sugar in this country; and

Whereas there is now pending before Congress legislation to reenact and amend
the expiring act: Now, therefore, be it

Resolved, That the Minnesota-Dakota Sugar Beet Development Association
hereby directs its officers to actively support new legislation which will:

1. Provide sugar quotas to continental beet areas which will restore opportunity
for full production among growers with a historical beet growing base.

2. Provide immediate opportunity on both new as well as established areas for
farmers who desire to add the beet-growing enterprise to their farming program
to the extent that processing facilities are available.

3. Provide further that in sugar-quota allocations such division of the steadily
increasing American market be made as will create a basis for additional sugar-
processing facilities in areas adapted to beets, such as this, in which farmers do
evidence a firm and continuing desire to grow beets.

4. Provide that deficits occurring in the quantities allotted to domestic areas
be reallocated to other domestic areas; and be it further

Resolved, That this association actively support a provision in new legisla-
tion limiting the term of the Sugar Act now under consideration for a period of
4 years in order that in 1960 Congress may again reappraise the need for quotas
in aél domestic areas and their ability to consistently supply the amounts pre-
seribed.

Senator FreAr. Mr. Gordon Peyton of the industrial sugar users
group.

Senator BExNNETT. Before Mr. Peyton begins, Mr. Chairman, Mr.
Kemp would like permission to expand his testimony with a supple-
mental statement. I ask that may be given him.

Senator Frear. That privilege will be extended to Mr. Kemp and
not only to Mr. Kemp but to any other of the witnesses that have
appeared before this committee, as is customary.

Thank you, Senator.

(The supplemental statement referred to follows:)

SUPPLEMENTARY STATEMENT OF THE DOMESTIC SUGAR INDUSTRY

The following statement is offered to supplement the verbal testimony of Frank
A. Kemp in behalf of domestic sugar producers, processors, and refiners.

PART 1

1. The domestic sugar tndusiry and all five of its component parts are vigorously
opposed to the amendment proposed by Senator Magnuson which would authorize
and direct the setting aside, out of any increased quota resulting from revision
of the act, an amount of acreage for new beel-sugar production on reclamation
projects

Restriction of production on every area supplying the American market is of
the essence of the present plan for the legislative control of sugar in this country.
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Because of the restrictions imposed by the law and the resultant need to hold
beet-sugar production within its quota of 1,800,000 tons, 1955 crop sugar-beet
acreage was severely restricted by the Department of Agriculture and it is again
being severely restricted for the 1956 crop. The restriction cut the 1955 crop
acreage 10 percent for the country as a whole from 1954 plantings, with some
States suffering cuts of as high as 13 and 14 percent. In other words, large seg-
ments of the industry that have been in the business for years past and have made
heavy and substantial investments in machinery, factories, etc., are now being
required to operate on a severely restricted basis. This is due to the fact that in
relatively recent years prior to 1955 the industry had been extended to areas,
principally in the West, in which sugar beets had not previously been grown or
processed and this new acreage was considered when acreage allotments were
imposed. The amendment proposed by Senator Magnuson would have the
effect of still further diluting the right to participate in the business, still further
restrict those now engaged in it and further postpone the time when the historical
basis of operation of the existing areas could be restored to them.

Such a policy would be inequitable and destructive. It would have the further
effect of enlarging and promoting continued demand for larger domestic shares of
the market, and it would do this immediately. That is what the proponents of
the amendment want, namely, to force the entire industry actively to support
their claims for greater quotas.

This whole subject has been debated carefully and at length by the sugar beet
industry. At a meeting of the industry held at Salt Lake City on December 20,
1955, after thorough discussion of the subject, the meeting passed unanimously
the following resolution:

“Be it resolved, That the American Sugar Beet Industry Policy Committee,
meeting at Salt Lake on December 20, 1955, hereby expresses its opposition and
objection to any attempted amendment to the Sugar Act or other device, which
would segregate or earmark, or have the effect of setting aside or specifically
awarding, any part of any quota increase or benefit that may be given to the
sugar-beet industry in the revision in 1956 of the existing Sugar Act, to any special
group or area or to other than the entire industry, and the entire domestic beet
sugar area.’’

I desire further to point out that one of the members of the beet-sugar industry
is the Eastern Washington Cooperative Beet Growers Association, an organization
of farmers whose members include approximately 90 percent of the beet-growing
farmers in the State of Washington. This organization of Washington farmers,
through its duly accredited representative, subsecribed to the resolution above
quoted and is opposed to the Magnuson amendment.

The proposed amendment is both special and class legislation. It would confer
benefits only on reclamation district farmers. Splendid people as these men are,
it is questionable that they are entitled to privileges that would not be extended
to other new farmers; farmers on new lands brought in by private enterprise;
farmers in rainfall areas not subject to reclamation endeavor.

The very situation of the industry today shows that expansion of beet growing
has taken place under the provisions of the present law. No earmarking or setting
aside of acreage for special interests of special groups is needed. Experience of the
past has proved that the opportunities afforded by the present statute are real and
workable.

We are deeply appreciative of Senator Magnuson’s expressed interest in domestic
sugar producers and his support of legislation that would improve the position
of the domestic industry. He has been and is a great and good friend of the
business. We believe, however, that the proposed amendment which has been
suggested to him, places undue emphasis on the contentions of a particular group,
that in limiting consideration under the amendment to reclamation projects as
such, it is too narrow, that earmarking of any kind would be destructive of the
splendid record of the law and that it would promote contention, unnecessarily,
and in a form that would be disadvantageous to everyone concerned.

We earnestly request that the amendment be not approved.

2. American sugar producers are the world’s most efficient

There has been a good deal of misunderstanding of the sugar business. One
mistaken view occasionally expressed is that the American sugar industry is
“inefficient,”” or ‘‘marginal,”’ or “hothouse.”

That view is simply at variance with the facts. 4

There are people who make themselves ridiculous by talking about a ‘‘hot-
house’’ American sugar industry, by comparisons such as ‘‘growing bananas in
Maine.”” Let’s look at the facts. There are two great plants in nature’s.
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cornucopia which produce sucrose—the sugar beet and sugarcane. Both plants
are among the most efficient converters of solar energy in the whole list of things
that grow. Sugarcane grows in the tropics and needs a frost-free climate, warm
and humid, with abundant moisture. The other, the sugar beet, grows best in
the temperate zone. The ideal location for beets includes an area and climate
where the days are warm and the nights are cool, and the crop does not need a
large amount of precipitation. The sugar beet has many indirect values to the
areas in which it is grown. Being intensively cultivated, it helps the farmer rid
his land of weeds. The soil is stirred up, humus created. Its byproducts support
an extensive livestock-feeding industry. But let's go back to a real comparison of
sugar production from the two crops—to a comparison of yields—to a comparison
of efficiency.

Every segment of the American itndustry produces more sugar per acre than is
produced in Cuba.—(1) The Hawaiian sugar industry has the greatest production
record of any sugar-growing area on earth. During the last 7 years, 1949 through
1955, Hawaii produced each year on the average 9.54 tons of raw sugar per acre.
This production in Hawaii was more than four times as great as the average pro-
duction per acre in Cuba for the same period.

(2) In Puerto Rico, the production of sugar per harvested acre for those 7 years
averaged 3.40 tons. This is 52 percent greater than the average of 2.23 tons in
that same period in Cuba.

(3) The average production of beet sugar in the United States in that period
was 2.31 tons per acre, with some districts harvesting yields of sugar more than
3% tons per acre. These beet yields are achieved in a 1-year land use, whereas the
Cuban figure represents land use of from 14 to 21 months. The beet sugar indus-
try actually outyields its Cuban competitors.

(4) In the mainland cane area, the Florida yields averaged 3.25 tons per acre—
nearly half again as large as the Cuban yields.

With American efficiency the United Stutes sugar-producing areas turn out a ton
of sugar with fewer hours of effort than is the case in Cuba.—In 1954 American
sugar beet farmers produced a ton of raw sugar with only 4.2 man-days of labor
in the fields. Hawaii in 1954 led the world in efficiency in cane sugar production
with only 2.63 man-days of fieldwork required for each ton of raw sugar produced.
Florida, using 4.31 man-days per ton, was a close secona in cane sugar production
efficiency. These figures cannot be approached by cane sugar production in Cuba.
It is also of interest to point out that American efficiency of production is steadily
increasing while Cuba’s efficiency declines. Sugar beets in our Western States,
for the 5 years ending 1923, were grown at an average yield of 8.5 tons per acre.
Thirty years later this average yield had increasei 63 percent—to 14 tons per acre.
Sugar produced from each acre had increased even more—from 2,298 pounds raw
value during the 1919-23 period to 4,183 pounds in the 1949-53 period. That
represents an increase of 82 percent.

Cuba’s production of cane per acre shows a sharp decline of 21 percent during
this same period, from 19.2 tons average in the years 1919-23 to 15.2 tons in the
years 1949-53. Average Cuban raw sugar production has decreased 11.5 percent
from 4,331 pounds to 3,833 pounds during the same period.

The average acre planted to sugar beets during the 1949-53 period produced
about 9 percent more sugar than the average acre of cane grown in Cuba during
the same period.

This record of increasing and declining productivity of itself has an influence on
the third comparison that will be made, that of cost of production. It must be
remembered that in maintaining the fertility of their lands, the American sugar
producers wisely spend money for the purpose in fertilization and other modern
farming practices which for the most part are ignored in Cuba.

The comparative cost of production.—Cuba is outyielded by the American sugar
areas. Cuba is less efficient. It does produce sugar at a smaller dollar cost.
How does it do this?

Simply because it spends less money than do the American producers. It does
little to maintain land fertility and the center of production has constantly
moved toward the eastern end of Cuba. It is almost literally trve that it is easier
in Cuba to move over to a new piece of ground than it is to fertilize and take care
of the field being farmed. The testimony in this record shows that Cuba’s basic
field wage ranges from $2.50 to $3 per day and the basic factory wage is about $4.
American beet farmers in 1954, the latest year for which data are available, paid
their field workers an average cash wage of $7.71 per day plus perquisites, including
housing. The lowest paid laborer in the factory of a typical beet sugar processor
last year earned $11.70 for an 8-hour day.
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Wages in Hawaii are particularly noteworthy. The average field wage for the
}sav.gst;,1 geported year was $10.98. The lowest factory wage for an 8-hour day was

Thgse very substantial differences in wages merely reflect the differences in the
American pattern under American standards with those of the tropical island.
Taxes are higher here. Transportation costs are higher here. Everything we do
costs more here. Sugar is no exception.

Sugar produced under the American flag outyields tropical sugar and is pro-
duced with greater efficiency. It is produced at higher cost and it is in the
interest of the United States and its people that this be so.

PART 2
1. Background of the present act

The marketing of sugar in the United States is regulated by a system of quotas
which allocate the total market among the various areas supplying sugar for
United States consumers. This system has been in effect since passage of the
Jones-Costigan Act of 1934. The act has been amended various times by the
Congress, as the need arose and as changing conditions required readjustment of
the quota pattern or other revisions of the law. The law now in effect is the Sugar
Act of 1948, as amended. This act was passed in 1947, and amendments were
enacted in 1951.

The Sugar Act of 1948 established quotas for the domestic sugar producing
areas expressed in terms of a specific tonnage for each area, supplanting quotas
which in prior legislation had been expressed in terms of percentages of the total
market. The total of all percentages assigned to the present domestic producing
areas in the Sugar Act of 1937, for example, amounted to 55.59 percent of the
total market, and quotas of the Philippines (then a part of the United States),
Cuba and other foreign nations added up to 44.41 percent of the total. With
quotas expressed in percentages, the tonnage figure for each area increased pro-
portionately and automatically with each increase in the total United States sugar
market resulting from population growth or other factors.

Fixed-tonnage quotas were applied to the domestic industry in the Sugar Act
of 1948, and all the growth for a temporary period given to Cuba and other foreign
nations, for the express purpose of helping Cuba make, in the immediate postwar
period, an orderly adjustment of her production downward from wartime peaks
to peacetime requirements. Cuba was given other valuable concessions on a
temporary basis under this act, for the same purpose. For example, she was given
the privilege of marketing 95 percent of any amount by which the new Republic
of the Philippines might fail to fill her quota during the time the Philippine in-
dustry, almost completely destroyed in the war, was being rebuilt. uba was
also given the right to continue sharing with domestic areas in making up any
deficits that might occur in domestic areas. Cuba has marketed some 5,750,000
extra tons of sugar in the United States—almost 30 percent more than her basic
quota—as the direet result of the special provisions of the Sugar Act of 1948.

2. Temporary nature of the 1948 concessions to Cuba

It was never intended by the Congress that the fixed-quota provisions of the
Sugar Act of 1948 should establish a permanent pattern for all future sugar quota
legislation.

The following statement appeared in the report issued by the Senate Finance
Committee on the Sugar Act of 1948:

“The committee believes that it should be made abundantly clear that the
distribution of the American sugar market among the producers of the United
States and foreign countries and the provisions for the establishment of quotas
for the ensuing 5 years on the basis provided for in this bill is not intended to
establish, and should not be construed as establishing, a permanent production
and distribution pattern nor as waiving American producers’ rights to such
portions of the American market as they can supply at the conclusion of the 5-year
period covered by the bill.”

The Congress in 1051 demonstrated that the 1948 quotas were not to be per-
manent by making an adjustment in the quotas of Puerto Rico and the Virgin
Islands, increasing the former by 170,000 tons and the latter by 6,000 tons. In
its report on the amendment which made this quota adjustment, the Senate
Finance Committee again pointed out the temporary nature of provisions of the
Sugar Act of 1948, in this language: o

It was emphasized that the Sugar Act of 1948, was designed to meet problems
of the temporary postwar transition period and was not to be regarded as the estab-
lishment of longtime national sugar policy.”
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Witnesses for the domestic sugar industry at congressional hearings in previous
years have reserved the right to petition the Congress for changes in the quota
pattern or any other phase of sugar legislation at any time events or developments
should make such changes necessary or advisable. This right again is reserved.
The provisions of the committee print of amendments to H. R. 7030, which are
today endorsed by the signatories to this statement, are the result of many com-
promises and are accepted as the most practical that can be obtained now, and
workable in the light of present conditions. But should the future, which no man
can forecast, bring developments which in our judgment require further amend-
ment of the act, we shall direct such matters to the attention of the Congress and
ask for consideration of them, at any time such a situation may arise.

The right of the Congress to amend the Sugar Act at its discretion is, of course,
a right which applies to all laws of the United States. The fact that the Sugar
Act is always subject to amendment is recognized even among Cuban sugar
interests. On January 29, 1955, the well-known Cuban sugar firm, Messrs. Luis
Mendoza & Co., wrote:

“The truth is that the Sugar Act is not a permanent treaty between the United
States, Cuba and all the other countries that participate in the American market;
neither is it an act of mercy of the United States Government. The act is an
example of conscientious legislation dating back to 1934 and modified in 1937,
1948, and 1951, and subject to further modifications.”

This same Cuban sugar firm also recognizes the basic justice of the domestic
industry’s request to amend the present law and restore the right to supply 55 per-
cent of the growth in the American market. In a letter dated July 22, 1955, this
statement was made:

‘““Therefore we might be disappointed but we cannot state that an injustice has
been done to us if the American domestic areas claim for the future 55 percent
of the increases in consumption which is their proportion in the supply of the
United States market.”

3. Changed conditions require amendment of Sugar Act now

Great changes have taken place in the sugar world since 1948 and even since
1951 which necessitate revision now of the existing sugar legislation. The changes
include these important developments:

(1) The population of the United States has risen more than 23 million since
1947, and is still increasing at the rate of approximately 2% million people a year.
As a consequence the market for sugar in this country increases annually in a
substantial amount. For example, the initial consumption estimate for this year
is 150,000 tons higher than for 1955.

(2) Led and encouraged by technical and research findings of the great body of
agricultural scientists, the domestic sugar industry, both beet and cane, has sub-
stantially increased its per-acre yields through adopting improved farming
methods, planting better seed, using fertilizer more widely and more intelligently,
and other technological improvements.

(3) Acreage restrictions of other crops have led farmers to search for substitute
land and farm machinery use, as a consequence of which there has been a material
demand in recent years to shift to sugar beets and some to sugarcane, land formerly
planted to crops that are now restricted.

(4) Fertile lands in a number of Western States recently have been supplied
with water, and this has permitted the settling of these lands in family-size farms
and the building of new homes. In many of these areas the sugar beet is essential
to sound crop rotation. These new farmers, many of them veterans from World
War II and Korea, have demanded the right to grow beets, and that demand has
been added to the equally urgent needs of the thousands of farmers who have been
in the beet growing business for many years and have helped to build the industry.

These four major changes since the last revision of the Sugar Act have had
widespread effects.

The expanding population is increasing sugar consumption by 135,000 to 150,600
tons a year. But the existing law was written soon after the close of the war,
before anyone knew how fast our population would increase or how fast our sugar
consumption would grow. This law set the share of the domestic sugar areas in
this market at rigid, fixed tonnages, unchangeable except by direct legislative
action. Except for the adjustments in the Puerto Rico and Virgin Island quotas,
enacted in 1951, these figures have remained the same since 1948 in spite of the
tremendous increase in our consumption.

The effect of this has been to deny the beet and mainland cane areas and Hawaii
any share in the growth of the country since 1947, and to condemn all the domestic
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areas to a life without prospect of growth. Deprived of any chance for upward
adjustment, they face the certainty of inevitable decline and deterioration. The
domestic people believe they have the right as American citizens to share in the
growth of their country and in its increased sugar demand. The increase should
not, as now is the case, be handed over completely as a windfall to foreign suppliers.

As a result of the improved technology and farming practices, the same acre
of either cane or beets is producing more sugar than was formerly possible. For
example, the average yield of beet sugar per acre in the 21 Western States
increased 26 percent between 1948 and 1954, and the yield of cane sugar in Lou-
isiana increased 33 percent during the same period.

Traditionally in this country, progress is rewarded. In the case of the domestic
sugar industry, it is imposing a severe penalty—we must reduce the number of
acres grown as we improve our yields.

Here are some examples:

In the Louisiana-Florida industry, for a number of years after 1948 the har-
vested acreage was relatively stable. In 1954 an acreage cut of 11 percert was
enforced. The industry was cut again last year to a total reduction of 18 percent.
A further reduction was ordered for 1956 of 11.5 percent below the acreage author-
ized for 1955.

In the sugar beet States, enforced reductions in 1955 ranged up to 15 and 16
percent in some of the States, and the average for all the 21 beet-producing States
was 10 percent. Similar acreage restrictions have been ordered for 1956.

The improvement in per-acre yields has resulted in production of more sugar
thap could be sold under the fixed quotas, despite efforts to hold production in
line with acreage limitations. In Louisiana and Florida, with the exception of
the freeze-damage year of 1951, the industry made more sugar than its 500,000-ton
quota for each of the last 7 years. Even with the stringent acreage reductions in
effect last year, production was 580,000 tons, or 80,000 tons of sugar above the

uota.
4 In 1954, 1,978,000 tons of sugar, raw value, were produced in the beet area—
178,000 tons more than the industry’s quota. The 1953-crop beet sugar output
exceeded the quota by 76,000 tons. Yet the planted beet acreage of the 1953
crop, as well as that of 1954, was less than that planted in 1933—more than 20
years earlier. Plantings in 1953 totaled 802,000 acres compared with 1,034,000
acres in 1933, a decline of 23 percent. Plantings in 1953 were 18 percent below
the 984,000 acres planted in 1947, the year in which the Sugar Act of 1948 was

assed.
P What are the farmers to do with their land? Other crops, which we produce
in surplus, are also being restricted. If acres taken out of su%r beets are planted
to those crops, the surplus problem is further complicated. et the irony of it is
that we do not produce more sugar in this country than we can use. We import
about 45 percent of our needs. We suffer the acreage restrictions on sugarcane
and sugar beets because fixed quotas imposed on the domestic industry prohibit
Americans from taking part in the growth of America.

It is difficult for farmers to understand the logic of this situation.

4. Amendment will keep Cuba’s favored position

Throughout the history of our sugar-quota legislation, Cuba has been the most
favored of all foreign nations in that she has been permitted to supply a larger
portion of the United States market than any other foreign country. Outside of
the Philippines, she has had a virtual monopoly of all the foreign share of the
market. Cuba has also supplied a larger percentage of the market than any
single domestic producing area.

(%uba’s favored position will be retained under terms of the proposed
amendments. -

She will retain all the gains in basic quota that she has made since 1947 as
recipient of nearly all of the growth in our market. This has increased her basic
annual quota by nearly a million tons in 8 years. Her basic quota in 1948 was
1,923,480 tons, and amounted to 26.7 percent of the total quotas of 7,200,000 tons.
Her initial basic quota in 1956 is 2,808,960 tons, amounting to approximately 34
percent of the initial consumption estimate of 8,350,000 tons. L

Cuba’s present quota will not be reduced by a single ounce. Participation by
the domestic industry in the growth of the market applies only to that part of
the market that exceeds 8,350,000 tons. Under terms of the proposal, Cuba will
in 1956 receive 96 percent of the foreign share of any increases—or 43.2 percent
of total consumption increases over that figure. ] ]

Official forecasts of the United States Department of Agriculture estimate the
final consumption figure for 1956 will be 8,535,000 tons. On this assumption,
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Cuba’s present quota will be increased this year by 79,920 tons, to 2,888,880
tons. This will be 29,040 tons more than Cuba’s final quota for 1955.

Cuba will also continue to share in the growth in 1957 and following years.
Under terms of the amendment, she will still have 27 percent of each year’s
total growth, beginning in 1957 (60 percent of the foreign share). The Depart-
ment of Agriculture’s official projection of future sugar needs indicates that the
1957 total consumption figure will be 8,670,000 tons. This will give Cuba a final
1957 quota of 2,925,330 tons—or 36,450 tons more than her expected final 1956
quota and 65,490 tons more than in 1955.

So the amendments will not ‘‘take away’” from Cuba anything she now has,
but will in fact continue to give her a generous share of the future growth in the
United States sugar market. Of course the growth of her sugar quota will not
be so fast as it has been since 1948, because she has had a virtual monopoly of
all the yearly increase in our sugar market. But assuming that our market
will continue to grow—as official reports of the Department of Agriculture fore-
cast—Cuba’s share of the market will also continue to grow.

6. Act will continue as basis for important export trade

One of the funadmental purposes of the Sugar Act, as expressed by Congress
in the preamble to the 1948 act, is ‘“‘to promote the export trade of the United
States.”” It does this, of course, by providing an assured market in the United
States for the product of specified foreign countries, thus enabling those countries
to obtain dollars to buy from us. The Sugar Act, in fact, is the only legislation
that actually guarantees a huge American market for foreign countries.

This particular purpose of the Sugar Act will continue to be achieved under
the proposed amendments. The present levels of quotas for all foreign countries
that now have United States sugar quotas will not be reduced, and 45 percent of
all the market growth above the present consumption estimate of 8,350,000 tons
will be reserved for foreign nations. Foreign quotas therefore will continue to
grow as long as the total annual United States consumption grows.

6. Conditional payments

One of the features of the Sugar Act which has attracted considerable attention
and misapprehension is the matter of conditional pay nents, under which domestic
sugar farmers receis e certain sums from the Gon er1 ment, hased on the amount of
sugar they produce.

To understand these pavments and their effects ard why they are made, it
must first be understood that they go hand in glove with the quota system. They
are in tact a part of the quota system. It is, therefore, necessary to appear to
digress— though it is not really a digression—and speuak for a moment about these
quotas.

As a means of regulating the sugar commerce of the Urited States and thus
avoid the alternating periods of too much sugar and too little—-ard the erratic
and often ruinous price fluctuations which aceoemparied them—the Corgress
wrote certain ‘“quota provizions’” into the act. Among other thirgs, these pro-
visions require the Secretary of Agriculture to make an anrual finding of what
supplies of sugar probably will be needed during the forthecomirg year. His
tentative finding is based upon thorough in' estigation and expert opinion, and is
followed by an equally careful consideration of what this amount of sugar ix
likely to do to prices. If the Secretary concludes prices might become wnfairly
high or unreasonably low, he is authorized to adjust his determivration of con-
sumption so as to avoid such dangers.

On the basis of these determinations, in any event, quotas are assigred as to
the amount of sugar that may be sold in our market. Lumped together. these
quotas will approximate the predicted demand.

History has proved to us how admirably effective this system of quota pro-
visions has been in maintaining a stable industry while at the same time keeping
prices fair and reasonable. It could not have achieved its ends, however, without
the accompanying conditional payment program.

For the quota system would quickly become impractical and useless if farmers
produced sugar without regard to demand. To avoid the disruptions which
inevitably would result from protracted periods of excess production bevond the
quotas, the Secretary apportions domestic acreage not only among the various
producing areas in the pattern prescribed by the laws but also among individual
farms, the latter’s allotment being known as a proportionate share.

Nothing in the law requires the farmer to stay within his proportionate share.
If he exceeds it, however, he is subject to loss of his conditional payments. Since
such a loss would mean a severe reduction in income, growers comply with the
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conditions. These conditions, it should be mentioned, include not only com-
pliance with proportionate share determinations but also with prohibitions against
using child labor, regulations setting minimum-wage standards, and other restric-
tions. In order to qualify for the conditional payment, the sugar farmer is
subgl ect to more restrictions and regulations than is any other American agricultural
producer.

The payments range from 80 cents per hundred pounds of sugar, raw value, for
the smaller producers, down to 30 cents a hundred pounds for the larger growers.
That might seem to indicate that the program would cost a lot of money. The
fact is, however, that it results in a net gain to the United States Treasury.

For the same producers who receive the conditional payments are also con-
tributing huge sums to the Treasury in the form of excise taxes. These taxes
amount to 50 cents per hundred pounds of sugar, raw value, on all sugar sold in
this country. Thus while about $64 million is taken from the Treasury to make
the conditional pavments and also to cover costs of administering the program,
$82 million is put into the Treasury by these excise taxes, resulting in an annual
net gain of about $18 million. Since start of the sugar program the Federal
Treasury has profited by approximately $310 million by this arrangement.

In many areas sugar can be produced profitably only if the farming operation
is a large one. One such area is Hawaii. Conditional payments made to such
farms are, of course large, and some persons have erroneously concluded that these
farmers have received a bonanza. What is forgotten is that the larger the sugar
farm operation, the lower the rate of conditional payments, while the tax stays
at 50 cents no matter what the amount of sugar produced. The net result is that
these particularly large growers in effect are paying out more in excise taxes
than they are receiving in conditional payments.

In any event, it is not accurate to describe the domestic sugar industry as being
hizhly subsidized. The producers do indeed receive special Government pay-
ments. But they also in realitv bear the burden of the excise tax, and so they
make special Government payments, for adhering to special and more stringent
Government regulations. These regulations, and the payvments which are based
upon them, are at the very heart of a system of quota controls which has at the
same time freed the grower from the constant threat of bankruptcy and the
housewife from price squeezes.

7. Excise tax does not affecl sugar prices

Durirg the course of this hearing surprise was evoressed at the statement that
the excise tax has not keen passed on to the consumer. Such a feeling is under-
standable, since this is usually what happens. Sugar, however, is an exception,
and the reason is that we operate under a quota system. The key word is ‘“quota.”

As was explained previously, each December the Secretary of Agriculture
makes a determination of our sugar needs for the following year, taking into
account how the supplies made available will affect the price to consumers.

It is, of course, axiomatic that the price of sugar or any other commodity is
determined by the supnly in relationship to the demand.

In the case of sugar, the supply is set by the Secretary, and he makes his deter-
mination chieflv on the basis of what requirements will be. There is, of course,
keen competition among the various sugar companies to capture the largest
possitle amount of this market, but the quota system tends to keep needs and
supplies in reasonable and fair halance.

The excise tax has no effect one way or the other. It does not increase or
decrease demand; it does not increase or decrease supply. Therefore, it has no
influence on what the consumer pays for sugar.

Early in 1936, as some members of this committee may well recall, the prede-
cessor of the present 50-cent excise tax—it was called a processing tax and was in
the same amount—was invalidated. Yet the 1936 price of sugar was higher than
that for 1935 only by one-tenth of a cent, a difference so small as to be statistically
meaningless, whether it had been a rise or a decline.

In this connection it is illuminating to examine an analysis made by the Bureau
of Internal Revenue on what effect the above-mentioned processing tax had on
prices of a number of commodities. This study, which compared prices during
the period the tax was effective and after it had been removed, had this to say:

“Since the total quota for sugar was completely filled each year, the quota
system definitely limited the quantity of sugar made available for sale in the
United States, regardless of the processing tax. Consumers would pay only a
given price and aggregate amount for such s quantity, depending upon the existing
state of demand, which is largely influenced by consumer purchasing power
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Therefore, the tax did not affect the retail price in any way, at least over an appre-
ciable period of time, and so could not have been passed on to consumers.”

Someone pays the excise tax, of course, and if the consumer does not, who does?
The answer is that the producer does. The sugarcane refiner or the beet-sugar
processor deducts the appropriate tax, at the rate of 50 cents per hundred pounds
of sugar, before settling with the grower for his crop. The amounts thus deducted
are forwarded to the Federal Treasury, from which payments subsequently are
made to those growers who comply with conditions set forth in the act.

8. Sugar prices are low prices

High prices for sugar unfortunately are not unknown in our country’s history,
and they are a part of everyday living in some parts of the world today. Shortly
after World War I the American consumer found sugar selling at 30 cents a pound,
3 times the present price. Perhaps someone might imagine sugar producers liked
this s¢ituation. They did not. Nor did they like the period during the early
1930’s when sugar sold for so little that company after company fell to pieces,
ripping apart the economic fabric of community after community as they did so.

The Sugar Act of 1934—embodying the principle of quotas and controls we have
mentioned—was an attempt to bring order out of the disruptions and contortions
of the sugar industry and sugar prices. Whatever questions there may have been
about the act when it was first proposed, it is now recognized as one of our finest
pieces of legislation. It has proved itself in action.

It has proved itself by the fact that between the 1935-39 period and 1954, the
price of sugar rose 35 percent less than the price of foods in general, 70 percent
less than the per capita disposable income.

During recent years there has been a steady increase in the industrial use of
sugar. Today almost two-thirds of the sugar we consume goes into commercially
prepared foods bought as finished products at the supermarket. The price of
none of the various ingredients used in these sugar-containing products has risen
by so small a percentage as sugar.

It is reported that Russians pay about $1.10 a pound for sugar. That our sugar
sells for only a small fraction of that is hardly worth mentioning, but we should
take note of the fact that American consumers also pay less for sugar than those
of three-fourths of the other important sugar-consuming nations—and this is
figured on the basis of translating their money into American dollars, taking no
account of how much further our money would go in such countries.

One of the basic goals of the Sugar Act was to see that American consumers
hagi ample supplies of sugar available at reasonable prices. The act has done its
job well.

STATEMENT OF GORDON PICKETT PEYTON, GENERAL COUNSEL
FOR THE ASSOCIATION OF COCOA AND CHOCOLATE MANU-
FACTURERS OF THE UNITED STATES

Mr. PEvyroN. My name is Gordon Pickett Peyton. I am general
counse] for the Association of Cocoa and Chocolate Manuiacturers of
the United States. I appear here today for and on behalf of the
following: American Bakers Association, American Bottlers of Car-
bonated Beverages, Associated Retail Bakers of America, Associated
Retail Confectioners of the United States, Association of Cocoa and
Chocolate Manufacturers of the United States, International Asso-
ciation of Ice Cream Manufacturers, National Bakers Supply House
Association, National Confectioners’ Association of the United States,
Inc., National Fruit & Syrup Manufacturers Association, National
i\/Ia,nufa.cturers of Beverage Flavors, National Preservers’ Association,

nc.

The members of these associations are manufacturers of all kinds
of food products which depend on sugar as an essential ingredient.
These include manufacturers of confect;ioner%r1 products, ice cream,
flavorings, preserves, soft drinks, cocoa and chocolate products, and
bread and other bakery products.
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We estimate that the manufacturer members of the organizations
here represented utilize over three-fourths of all sugar used indus-
trially in this country.

Senator FREAR. As to the membership of all of these associations
that you represent, are they large in number? Would there be an
extremely large number?

Mr. PeyToN. I don’t know the exact numbers in each one of the
associations, but the firms represented would certainly be large in
number. I think that the American baking industry alone numbers
30,000 bakers.

Senator FrREAR. I can see that it would be too large to ask you to
supplement by giving the names of the membership, so I will refrain
from that.

Mr. PeyTox. It represents a very substantial segment of the food
industry of this country as you can see.

Not only that, I think, Mr. Chairman, but the commodities pro-
vided by the members of these associations go much further than into
the individual products that might be manufactured by the individual
members.

This single presentation is being made so as to save the time of
this committee and to emphasize the unified position of these impor-
tant groups.

I don’t know whether I copied that from Mr. Kemp or he copied
it from me, but we seem to be doing the same thing.

Senator FrREAR. I can assure you that the committee is very
indebted to you.

Mr. PEyToN. We believe that the interest of those using sugar for
manufacturing purposes is the same as the interest of those using sugar
in other commercial channels and for home use. Our view is, we feel,
the view of all domestic consumers of sugar cognizant of the facts.

BASIS OF INTEREST OF INDUSTRIAL USERS OF SUGAR IN PENDING
LEGISLATION

1 believe this answers one of the questions that the chairman asked.

The industrial users of sugar have a steadily increasing interest in
sugar legislation. Whereas only a few years ago industrial use of
sugar accounted for about one-third of total domestic use, it now
accounts for about two-thirds of such use, or over 5 million tons of
sugar.

-gl‘his has been brought about by the change in the habits of the
consuming public, which now purchases more finished products and
semifinished mixes to which sugar has already been added than ever
before.

Sugar, therefore, has become a more and more important and essen-
tial ingredient in industrial food processing, and consequently laws
which affect its supply and price are vital to food manufacturers.

THE SUGAR ACT

Sugar legislation is complicated, and its administration involves
highly specialized knowledge of the industry. The Sugar Act of
1948, as amended, is a continuation of legislation which began with
the enactment of the Jones-Costigan Act of 1934.



SUGAR ACT EXTENSION 151

In basic concept theré has been little change since the inauguration
of the sugar quota system. It was acknowledged initially by the
President and accepted by the Congress that the sugar quota system
was & means——
of keeping down the price of sugar to consumers, of providing for the retention of

beet and cane farming within our continental limits, and also to provide against
further expansion of this necessarily expensive industry.

This quotation is from the message to the Congress by President
Franklin D. Roosevelt, February 8, 1934, which was referred to by
Mr. Kemp but not quoted by Mr. Kemp.

We must particularly not lose sight of this concept of sugar legisla-
tion when considering proposals to provide unneeded supplies from
continental sources so dependent upon subsidies.

The Sugar Act enables the Secretary, in accordance with his dis-
cretion to place import quotas on the importation of sugar. As the
United States 1s a deficit nation insofar as sugar is concerned, this
power to limit supply becomes clearly in instrument of price fixing.

The quota system has so been used, with import quotas set at figures
which would make available less sugar than known requirements.
For instance, in announcing a change in the determination of consump-
tion requirements on April 10, 1953, the Secretary of Agriculture
said:

In order to provide a stimulus to raw sugar prices the initial determination of
sugar requirements made last December was set at a level about 400,000 tons

below estimated consumption.

The quota system is implemented by a tariff, a processing tax, an
import price which supports the world market, and by direct benefit
payments. No agricultural commodity enjoys the protection afforded
sugar. This is a Government-sponsored cartel.

There is before this committee H. R. 7030, passed by the House of
Representatives at the last session. I understand there is now before
this committee the committee amendment submitted by Senator
Bennett. It provides for certain technical amendments to the Sugar
Act; it provides for an unneeded increase in continental United States
sugar production on a subsidized basis; and it extends the act for a
4-year period.

The committee print, I believe, extends it for a 6-year period.

We are not opposing at this time legislation to extend the Sugar Act
or amendatory language easing the burdens of administration. We
think new legislation should delete the outmoded price index factor
now in section 201 of the act and that in lieu thereof language should
be inserted which would assure consumers a supply of sugar of nc
less than the per capita average for the 3-year period ending October
31 next preceding the year for which quotas are set, multiplied by the
latest current population figures issued by the Bureau of Census.

We do oppose the proposal to increase highly subsidized unneeded
domestic production.

Senator Frear, I have here some copies of language of 201 as it
would have to be amended to meet that situation.

Senator FREAR. Are you going to read that into the record?

Mr. Peyron. I think that it might be well to read it into the
record unless you would wish to have it incorporated without reading it.

Senator FREAR. It is entirely up to you. You can read it.
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Senator BENNETT. I would suggest that it be incorporated at this
point In your testimony, which refers to the proposed changes.

Senator FREAR. Very well.

Mr. PeyTon. All right, sir.

Senator FREAR. It 1s so ordered.

Senator BENNETT. I think we are all getting a bit interested in
saving time at this hour of the night.

(The proposed amendment to sec. 201 is as follows:)

Section 201 of the Sugar Act of 1948, as amended, is amended by striking the
second sentence thereof and inserting in lieu thereof the words, ‘“In making such
determinations the Secretary in order to protect the welfare of consumers and those
engaged in the domestic sugar industry by providing such supply of sugar as will
be consumed at prices which will not be excessive to consumers and which will
fairly and equitably maintain and protect the welfare of the domestic sugar in-
dustry shall use as a basis the quantity of direct-consumption sugar distributed
for consumption as indicated by official statistics of the Department of Agricul-
ture, during the twelve-month period ending October 31 next preceding the calen-
dar year for which the determination is being made, and shall make allowances
for a deficiency or surplus in inventories of sugar, and for changes in consumption
because of changes in population and demand conditions, as computed from statis-
tics published by agencies of the Federal Government; Provided, however, That
the Secretary shall in no event set such determination at a lesser quantity of sugar
than that calculated on the basis of the average three-year per capita distribution
of sugar for the period ending October 31 next preceding the year for which such

determination is made, multiplied by the latest estimate of existing population of
the continental United States issued by the Bureau of the Census.”’

Mr. Pevron. Domestic producer support of H. R. 7030: There
would appear to be only two valid reasons for domestic producers
of beet and mainland cane sugar to ask for an increased production.
One would be an inadequate supply of sugar, and the other, an
inadequate return to producers. Neither of these reasons now ob-
tains.

Let us examine the first. There is a world surplus of sugar. The
domestic offshore areas of Hawaii and Puerto Rico, along with our
mainland domestic producers, under present production limitations
when supplemented by our chief sources of foreign supply, will
provide consumers in this country with all the sugar that could
possibly be needed.

There is readily available, barring unreasonable regulatory controls,
not only adequate sugar for current needs, but also for adequate
reserve supplies. There is then no supply problem which prompts
amendatory action to sugar legislation.

Let us examine the need for increased returns to domestic producers.
The return to producers of mainland cane-sugar growers for 1955
averaged 90.2 percent of parity, while beet producers received an
average of 95 percent of parity.

In December 1955 the return to beet-sugar producers was 98.2
percent of parity. In terms of parity percentage, this December
figure represents 12 percent more than rice farmers received, 20 per-
cent more than wheat farmers received, and 25 percent more than corn
farmers received.

Aside from these basic food commodity comparisons, in terms of
parity percentage, beet-sugar producers in December received 22

ercent more than producers of butterfat, 34 percent more than
geef—cabtle producers, and 59 percent more than hog raisers.

The plight of mainland cane and beet sugar producers is hardly such
as to require amendatory sugar legislation to bolster prices.
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Senator BENNETT. You were in the room and heard Senator
Barrett, and also Senator Welker from Idaho, suggest the fact that
there were many young returning veterans who were anxious to get
into farming in the irrigated area. You do not consider their needs
a valid need, a valid reason for increasing consumption?

Mr. PeyTOoN. Senator Bennett, certainly I consider the desires and
needs of our returning veterans something that we should take into
careful consideration and certainly give heed to.

I am not sure at all that we should encourage them to go into an
uneconomic industry or to go into an industry which would have to
be supported by consumers of the product and by the taxpayers on
a subsidized basis.

Senator BENNETT. The taxpayers are supporting the wheat farmers
and all of the rest of them. They are supporting agriculture generally.

Mr. Peyron. This is one where we don’t have to invite surpluses.
We have learned an awful lesson from surpluses now.

Senator BENNETT. Yes; but I am sure you gathered from the
Senators from the beet-producing States who spoke today a very
definite feeling that maybe the producers from the foreign countries
should take up some of the slack and allow our domestic industry to
have some of the benefit of our increased production.

Mr. PeyroN. Our domestic industry can only get the benefit of
increased production if those benefits are in the form of subsidies.

Senator BENNETT. Well, as I say

Mr. PeyTon. This thing is so attractive, this industry has become
so attractive through subsidy that that is why they want to go into
it.  You do not think these people would come here, Senator Bennett,
and ask for increased production—and I know that I am talking right
in your home bailiwick now and I tread lightly—they would not come
in here asking for this increased production if it was not economic for
them to do so.

Senator BENNETT. Part of their problem is that they are under
pressure to get out of the surplus crops and get into something else,
and this is one of the ‘“‘something elses.” It has always been reason-
ably attractive; there is no question about it.

But is not one of our problems in our agricultural situation to change
the face of agriculture so that it is attractive and people are not think-
ing of it in terms of a tragic and serious problem all of the time?

Mr. Peyron. This is thinking about 1t in terms of Government-
doled-out cash.

Senator BENNETT. You do not agree with Mr. Kemp’s analysis?

Mr. PEYTON. I completely disagree with it.

Senator BEnneTT. I expected you would. [Laughter.]

Mr. Peyron. I think Mr. Kemp did, too, Senator Bennett.

Why do industrial users oppose increased subsidized domestic
production of sugar?

It must first be made clear that industrial users of sugar do not
oppose the expansion of domestic production if such expanded pro-
duction is competitive in the open market, without the benefit of
producer payments. We do object to unnecessary increased domestic
production at needless expense to the Government and the public.

When the quota system on sugar was instituted it was recognized
by the Congress that we were supporting a necessarily expensive
domestic industry.
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It was felt, however, that domestic production in limited quantity
was desirable to protect those in the industry, and for purposes of the
type of emergency as might be brought about by war. It was also
acknowledged that expansion of the industry on an expensively
subsidized basis was undesirable.

The facts make it clearly evident that producers of mainland cane
and sugar beets now have ample protection. Insofar as war emerg-
ency is concerned, the Cuban source of supply is closer to our shores
than our own domestic areas of Puerto Rico and Hawaii. Cuba has
proved itself able to meet such an emergency situation.

Those favoring expansion of the domestic industry now base their
position upon the right of the domestic grower to participate in the
population increase and the expanded economy.

This is a new and false concept of sugar legislation. The desire
on the part of mainland sugar producers to sell more sugar under an
umbrella of guaranteed markets at high prices may be understandable
but it is not consistent with the overall purposes of the Sugar Act.

The potential of domestic production has come about through the
attractiveness of Government subsidies, with full knowledge on the
part of growers that expansion of the industry was not within the
framework of sugar legislation. The production of domestic sugar
does not have to be increased to maintain and protect the industry.

Increased subsidized domestic production of sugar would raise the
price of sugar to consumers: It would seem axiomatic that when we
bring about a situation where a greater portion of the sugar we use
would cost us more money the price of all sugar goes up. We would
be bringing such a situation about if we support a larger portion of
mainland production at uneconomic levels.

In the event mainland production was increased by statute, there
would be the clear implication that producers were entitled to have a
price for such increase as would make expanded production economi-
cally attractive. This would have to be done by further subsidizing.

The authorized increase would have to be fairly and evenly distri-
buted and consequently could not be handed out to the most efficient
producers. The level of support then would have to take into account
the return to the less efficient producer, thereby causing a general
price rise.

Our quota system invites & higher price from foreign sources of
supply. Currently the Cuban price to us is about 2 cents & pound
above the world market.

I believe it was testified here by Mr. Myers, that out of current
quotations it was 1.75.

The less sugar we get from Cuba the higher the Cuban price must be
to us so that Cuba can maintain an economic position in the world
market.

Senator BENNETT. Mr. Peyton, has not the testimony been very
clear that we are not going to reduce the quantity of sugar we take from
Cuba?

Mr. Peyron. The statements have been made.

Senator Benngrr. I think they are accurate. Cuba will get its
present share of 8,350,000 tons. There will not be a present ounce of
its present allotment taken away from it, so that this statement,
‘“the less sugar we get from Cuba,” is academic because we are not
going to get less sugar from Cuba.
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Mr. PeyTon. The distribution of the estimated requirements of the
United States for the next year was given by the Department of
Agriculture as 8,535,000 tons, I believe, sir.

Senator BEnnerr. That is as I remember it.

Mr. PeyroN. The distribution for the past year will be very close
to 8.5 million. They are talking about a base of 8,350,000. Already
Cuba loses before you start this system of expanding on the basis of
population increase. They are down before they start.

Senator BENNETT. No; I don’t think they are.

Mr. Peyron. I believe they are the figures.

Senator BENNETT. The law goes into effect with a level of 8,350,000,
which is approximately the level at which the quotas are set January 1,
1956. We are talking about changing the law for 1956, and as of now,
Cuba has not lost a single ounce and it will not.

Mr. Peyron. When making that quota estimate, when setting those
quotas, based upon consumption requirements in the United States,
the Secretary of Agriculture admits that our requirements will be
8,635,000 tons. Maybe there will be. We think it will be closer to
8.7 moillion.

Senator BENNETT. But Cuba is losing what they confidently hoped
to get, not what they actually have sold.

Mr. PeyTon. She is not losing what she actually has sold.

Senator BunneTT. That is right. So there will not be any less
sugar from Cuba. There will be less than Cuba hoped to get, but
not less than she has previously sold.

Mr. Peyron. Well, I think it all depends on where you put this
base. The people that I represent are against the principle.

Senator BEnNETT. Well, but I just wanted to make the point.

Mr. Peyron. It reminds me of a story which I can’t tell here.
[Laughter.]

Senator BENNETT. Just to make the point, if this bill passes it is
not automatically going to force Cuba’s price higher to us, so that
she can maintain her economic position. The bill will maintain her
present economic position.

Mr. Peyron. Well, I think, Senator Bennett, that as soon as our
price goes up in this country because of the necessity for taking care
of more marginal sugar producers than we now take care of, that
necessarily we are going to pay Cuba a higher price because our price
1s going to set that Cuban price.

And there is something that has not been said here that I think is
important, that will be more nearly brought about by this legislation
and that is that Cuba now, in order to average out and make economic
her sales of sugar, sells England, for instance, I think there was a
recent—I am sure that somebody will correct me on this—=50,000
tons purchased by England at 3.5, which is about 2 cents less than our
present price that we pay to Cuba.

As soon as the situation develops where Cuba sells us less sugar,
then they are going to have to raise their price to England.

Senator BENNETT. You are now saying we are going to pay Cuba
more money. Now you are paying Cuba less money.

~Mr. Peyron. Cuba will take advantage of a tighter market situa-
tion in this country under quotas.

And one of the paramount reasons why we want this amendment,
section 201, is because we want the Congress to guarantee to the

71679—56——11
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consumers of this country a quota based on & per capita consumption
average multiplied by the last current year’s population figure, below
which the Secretary cannot go. This will guarantee consumers an
adequate supply.

Now, above that the Secretary can increase that quota to any level
he sees fit that might be prompted by demand factors, by forward
population increases, or by national income, inventory position, or
any of the factors now in 201 which we did not recommend removing.

Senator Frear. May I ask why you are proposing this amendment
for only 1 year. It is not possible that there may be catastrophes
that would throw the thing out of kilter based on 1 year?

Mr. Peyron. No. The only .catastrophe that could happen to
tlﬁrow our suggestion out of kilter, would be some drastic population
change.

Yo%l see, for instance, for 1956, we would take the years 1953, 1954,
and 1955, get the per capita average consumption for those years,
?nd multiply that by the latest Bureau of Census population figure

or 1955.

So we are taking the 3-year per capita average to prevent just
what I think you refer to.

Senator FrREAR. But instead of consuming 98 pounds of sugar per
capita, suppose it dropped to 50 pounds—just 1 year?

Mr. Peyron. I think if that happened, if any situation like that
developed, quotas would be lifted anyway. That would be a sort of
war situation. I just don’t think you would have sugar quotas. I
don’t believe that can happen.

An increase in the production of sugar beets would involve a
marketing problem beyond the normal marketing area for beet sugar,
thereby making such production and distribution even more uneco-
nomic, with consequent price increases necessary.

The movement of beet sugar toward the northeast would involve
allowances for transportation costs which would in turn increase the
price at which this area would normally get cane sugar.

We therefore oppose a further bolstering of the world market at
the expense of our Government and our domestic consumers of sugar.
It is not in the interest of the American public to encourage curtail-
ment of sugar production where it can be the most economically pro-
duced while fostering through subsidies unnecessary production in
the continental United States.

Why do we favor a mandatory provision to protect consumer sup-
plies? This takes us back to section 201 again. _

Sugar legislation prior to the Sugar Act of 1948 contained a pro-
vision whereby a minimum per capita consumption formula had to be
observed in determining domestic consumption requirements. _

A moving per capita average below which the Secretary of Agri-
culture cannot go in setting domestic quotas seems a fair and reason-
able legislative check on administrative discretion. .

We suggest the last current 3-year per capita average applied to
the year immediately prior to that for which the domestic require-
ments estimate is set, so that no 1 year would be a deciding factor.

A situation could not then exist where through the exercise of
administrative discretion supply would be inordinately reduced by
purposeful price aims contrary to the basic concepts of the Sugar Act.
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Why do we feel that any sugar legislation should be effective for a
period no longer than 3 years?

In these volatile international times and the uncertainties that we
face with regard to the direction of our agricultural policy, the re-
examination of the sugar situation within a 3-year period is most
reasonable and desirable.

We feel that the cartel system espoused by our Government in
sugar is one which should be given the most careful and continued
study. Under all the circumstances a simple renewal of the Sugar
Act as it now stands pending further study might well be appropriate,

There is little likelihood that a satisfactory legislative answer to
the sugar problem can now be found that will meet the situation we
may face in 1960 or 1962.

The price index factor in section 201 of the present act should be
deleted.

The factor that the Secretary in making his requirements deter-
mination—
shall take into consideration the relationship between the prices at wholesale
for refined sugar that would result from such determination and the general cost
of living in the United States as compared with the relationship between prices
at wholesale for refined sugar and the general cost of living.in the United gtates
obtaining during 1947 prior to the termination of price control of sugar as indi-

cated by the Consumers’ Price Index as published by the Bureau of Labor
Statistics of the Department of Labor—

is outmoded and unrealistic.

It is not in line with any other farm legislation. This factor, while
on its face appearing to be protective to consumers, is not so in
operation and should be discarded in favor of a clear legislative
mandate in terms of minimum supply rather than price.

Who would benefit by the unnecessary and expensively subsidized
expansion of domestic production?

Certainly consumers would not benefit from an increase in sub-
sidized production of sugar, and relatively few farmers would profit.
The chief beneficiaries would be the larger beet processors and the
bigger domestic cane producers.

In 1953 there were approximately 40,000 recipients of benefit pay-
ments under the domestic sugar-beet program. The total amount
paid out was $30,310,000. Of this amount less than 15,000 payees,
or about two-fifths of the total, got four-fifths of the total payments.

In Hawalii, in 1953, out of 1,200 payees, 32 received about 90 percent
of total payments of $10,155,600. The same year in Puerto Rico,
approximately 10 percent of the payees got more than 80 percent of
the total payments of $17 million.

There were 7,565 recipients of benefit payments in the mainland
cane area in 1953, amounting to $8,625,000. Of these, 5 payees got
20 percent of the total, or $1,500,000, and less than 4 percent of the
total payees received more than 60 percent of the total payments.

Proponents of higher sugar prices based on Government aid cannot
base their cause on benefits to be derived by the small farmer.

Senator Frear. May I ask a question? On this payment or tax
or contribution or whatever you want to call it, on the processing
somebody collects that half cent per pound, which the previous
witness said was not passed on to the consumer, and also that the
distribution to the producers ranged from 30 to 80 cents, as was
testified to earlier in the day.
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I asked the previous witness the question, that they could lose the
difference between, if they were on a 30-cent cost basis, and paying
tﬁe ‘E?ax of 50 cents, or 20 cents a hundred pounds. Do you agree to
that!

Mr. PeyroN. Well, I think they adjust their operations to a profit
basis and I think there is one thing that should be made very clear
here, that is, that this processing tax, like other taxes, goes into the
general fund of the Treasury. It is not earmarked for sugar, and
the half-cent-a-pound tariff goes into the general funds of the Treasury,
and when we hear that this sugar program does not cost us anything,
it 1s sort of like your wife going down and buying a $5,000 mink coat
for $3,000 thereby saving you $2,000.

Senator FreEAr. That is right. The principle is possible in what
we sald for the processor to lose something. If he pays 50 cents and
does not receive that much back from the Government he has to
adjust that in his cost of production somehow.

Mr. PeyTon. I think he may have to adjust that in the cost of his
production; yes, sir.

Senator BENNETT. Again, the tax is collected from the processor.
The man who actually grows the crop on the ground is the one who
receives the benefit then. In most cases that is not the same person.

Senator FrEar. That is true.

Mr. PeyroN. When the producer is paid by the processor, the half
cent processing tax is taken into account in the computation of his
payment. There are people more expert than I am on that point
but I believe that is true.

Senator FreEAar. I wonder if one of the reasons for the processing
tax in the first place was not to increase the income to the producer.
I{think it was.

Mr. Peyron. I think it was a further means of subsidizing the
industry. That is right.

Senator FrREARr. Subsidizing the production side of the industry.

Mr. PeyroN. That is right.

Senator FreEar. I do not think the processors need any sub-
sidization

Mr. Peyron. No, I do not believe so, either.

Conclusion:

(A) We do not at this time oppose an amendment to the Sugar
Act of 1948, as amended, providing for advisable technical amend-
ments and extending sugar legislation for no more than 3 years.

(B) We favor deletion of the cost-of-living index factor in section
201.

(0) We favor an amendment to section 201 whereby the Congress
would take the responsibility of assuring a minimum supply of sugar
to consumers rather than leaving the supply determination completely
subject to administrative discretion. .

(D) We oppose the fostering of an agricultural policy of encourag-
ing unneeded continental sugar production through subsidy incentives.

Senator FrEar. Does that complete your testimony?

Mr. PevyTon. That completes my testimony.

Senator FrREar. Thank you for your appearance and for your
patience in waiting until this hour.

Mr. Peyron. Thank you very much.

(The following telegram was received for the record:)
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Bryan, TEX., January 16, 19566.
FinaNncE COMMITTEE,
United States Senate,
Senate Office Building, Room 310:

Bottlers of Texas would like for the record to show that we associate ourselves
with the presentation of Mr. Gordon P. Peyton before your committee.

The current cost of sugar is too high and we shall be most grateful for your
valued consideration on behalf of the 6,000 men of this industry in our State who
are adversely affected.

CrirroN C. CARTER,
President, Texas State Bottlers Association.

Senator FrREaAR. Mr. John D. J. Moore, I believe of the Association
of the Sugar Producers, will appear Tuesday morning, it was stated.
Mr. Frank K. Woolley, of the American Farm Bureau Federation.

STATEMENT OF FRANK K. WOOLLEY, LEGISLATIVE COUNSEL,
AMERICAN FARM BUREAU FEDERATION

Mr. WooLLEY. My name is Frank K. Woollev and I am legislative
counsel for the American Farm Bureau Federation.

We appreciate this opportunity to present our views on H. R. 7030
now being considered by your committee which passed the House too
late last session for adequate consideration and action by the Senate
prior to adjournment.

As a general farm organization with member units in all 48 States
and Puerto Rico, the Farm Bureau is interested in sugar legislation
from different points of view. Many of our members, practically all
of whom are farmers, grow sugar beets or sugarcane. In some areas
our members-are interested in the production of sugar crops as a pos-
sible use for diverted acres or for use on new land that has been
recently brought into production through reclamation or drainage
projects. All of our members are directly or indirectly interested in
the effect that sugar legislation may have on international relations
and on markets for the exports of agricultural commodities. Of
course, we are interested as taxpayers and consumers.

We have been long interested in the principles of the present sugar
program as a means of dealing with the problems peculiar to this
industry. At the same time we have recognized that such a program
must be reviewed and revised from time to time to take account of
changing conditions. After a careful consideration of the many
factors 1involved, we concluded last spring that a pressing need ex-
isted for new sugar legislation to become effective in 1955. Some
of the difficulties that we foresaw at that time have come into being
as a result of Congress not passing legislation last year. While the
United States Department of Agriculture has purchased 92,000 tons
of sugar for distribution in foreign outlets, it has been of very little
assistance in relieving the pressure on sugar growers. With the
passage of time, the need for sugar legislation is now more urgent
than 1t was last year. It is urgent that action be taken immediately
to give relief to domestic areas with respect to quotas. The main-
land cane and beet areas and Puerto Rico all have sugar that cannot
be marketed within their present quota.

The situation remains particularly acute in the case of the main-
land cane area. Even after the purchase of 71,500 tons from the main-
land cane area, the carryover exceeds 400,000 tons in comparison
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with a statutory quota of 500,000 tons. The accumulated carryover
has been produced and there is not now a sufficient quota to permit
it being marketed. In the face of cuts for the last 3 years including a
12 percent cut for 1956 in the acreage of mainland cane, production
In 1956 may again exceed the areas’ quotas and increase the year-end
carryover to a more burdensome leV(g. ) |

Throughout its history, the American Farm Bureau Federation has
favored the expansion of world trade on a mutually advantageous
basis among countries. I am sure you are aware of our traditional
position on world trade. We recognize the importance of Cuba as a
market for commodities produced by United States farmers. How-
ever, we cannot simultaneously cut the acreage devoted to the pro-
duction of export crops and forego any participation in the expansion
of the United States market for crops which are in short supply in the
United States. Such money as is earned by producing sugar in this
country will be spent for the products of American labor and industry.

The statutory quotas for the mainland cane and beet areas have
remained unchanged since originally established in the Sugar Act of
1948. In the meantime, technological developments and improved
farming methods have increased per acre sugar yields. On a per
acre basis, the average 1954 production of sugar was 21.5 percent
above the 194347 average in the beet area and 19.7 above this
pre-1948 act average in the mainland cane area.

The acreage devoted to sugar beets and mainland cane has increased
somewhat from the 1943—47 average, but has been reduced under the
control program to less than the acreage that was harvested in 1947.
It should be remembered, however, that the production of sugar crops
was restricted during the war and early postwar years by a labor short-
age and the need for increased supplies of other crops.

The beet areas and Puerto Rico also need quota relief, even though
their surpluses are not proportionately as great as the mainland cane
area.

Immediate congressional action is needed for another reason. Acre-
age restrictions on the production of wheat, cotton, and rice imposed
by the Federal Government at the direction of Congress in order to
maintain price supports has caused a difficult situation with the pro-
ducers of those crops and also the producers of other commodities
such as vegetables, beef, dairy, hogs, et cetera, since the acreage
diverted from price-supported crops is used to increase production of
other agricultural commodities which undermines the markets for those
commodities. At a time when the rest of the country is enjoying the
highest level of income in history, these restrictions on acreage and
the shifting of production to other commodities are severely reducing
farmers’ net income.

Reduction in volume of production on farms is increasing unit costs.
The producers of cotton, rice, and wheat are unable to understand
why they are not being given an opportunity for a modest increase
in the right to produce sugar, a crop of which we do not grow enough
to supply the needs of the United States. It is difficult to explain to
farmers why foreign countries should be given all of the increase in
the American market for sugar while at the same time, the Govern-
ment is requiring them to reduce production on sugar as well as export

€rops.
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Puerto Rico and Hawaii also have experienced increases in per acre
yields and moderate increases in acreage as a result of technological
developments, improved practices, and an adjustment to postwar con-
ditions. Puerto Rico received an adjustment in its basic quota, by
amendments passed in 1951, effective in 1953, but still found it neces-
sary to accept production restrictions ahead of the mainland areas.

The Puerto Rican situation presents a peculiar problem that de-
serves special consideration. Section 11 of the January 13, 1956, com-
mittee print of H. R. 7030 in effect savs that Puerto Rico shall be
permitted to refine only a very small additional amount of direct con-
sumption sugar. In 1930 import duties were placed on refined sugar
to protect the continental domestic refining industry. Since that time
there has been a great increase in consumption of sugar in the United
States. As the qua,nt1t) of sugar that Puerto Rico could market in the
United States has increased, there has not been a comparable increase
in their right to produce refined sugar. Puerto Rico is only asking
to expand as 1ts quota increases due to the growth formula, that
amount of refined sugar which is shipped to the United States. Since
this doesn’t deduct from the continental domestic refiners’ present
share of the domestic market, this request seems reasonable and should
be permitted.

The United States consumption of sugar has been increasing year
by year. Consumption for 1955 as now recorded by the Department
of Agriculture is 8.383 million tons. Possible future adjustments in
this figure may increase it to as much as 8.4 million tons.

Under the present law all increases in domestic consumption must
be apportioned to foreign countries—primarily Cuba.

In the early years of the present program domestic areas having
surplus sugar sometimes received some relief through the reallocation
of deficits occurring in other domestic areas although Cuba also
shared in such reallocations. In addition, a substantial quantity of
overquota Puerto Rican sugar was purchased by the Government
for foreign-aid purposes. These sources of relief are now closed.

We are now in a situation where all domestic areas are able to fill
their statutory quotas. If the domestic sugar industry is to avoid
further acreage cuts on a scale that would be ruinous to the producers
in some areas, provision must be made for domestic producers to
supply a part of the normal growth in the national demand for sugar.

The specific increases to be allotted each of the four affected areas
were carefully worked out in a long series of conferences sponsored by
industry groups and the Farm Bureau. They represented a com-
promise that was reached in an effort to take account of the relative
needs of the various areas and at the same time hold the total to a
completely defensible level.

A provision of this original compromise was contained in S. 1635
as introduced in the Senate by 49 Senators. Under the pending bill
the domestic areas of the United States would begin to share in the
growth of the United States market to the extent of 55 percent of
such increases. The increase would be calculated from a base of
8,350,000 tons. The remaining 45 percent would be divided among
foreign suppliers. The domestic quotas would be adjusted in two
steps. First, 188,000 tons would be added to the present base of
4,444,000 tons. This would be accomplished by first adding 165,000
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tons to the domestic beet-sugar areas and the mainland cane-sugar
area—approximately 85,000 tons to beets and 80,000 tons to cane.

Second, the next 20,000 tons of Puerto Rico; third, the next 3,000
tons of the Virgin Islands. When these amounts have been added
}:ollthe various areas’ quotas, their new base will be approximately as
ollows:

Tons
Domestic beets__ _ _ _ o ee__ 1, 885, 000
Mainland cane. _ _ _ e 580, 000
Hawaii_ _ e 1, 052, 000
Puerto Rico_____ e 1, 100, 000
Virgin Islands____ ______________ ___ _ o _____ 15, 000

Fifty-five percent of any further growth in the consumption in the
United States will be added to these areas on the basis of these newly
adjusted quotas.

In view of the fact that domestic growers have not been sharing in
the growth of the United States market in recent years, the Farm
Bureau believes that all of the first 188,000 tons above a domestic
consumption of 8,350,000 should be used to make the above-mentioned
adjustments in basic domestic area quotas and that the 55-45 formula
should come into operation after this initial adjustment has been made.
This will require an amendment to the bill.

As you know, the bill passed by the House of Representatives divides
the consumption growth in the United States on a basis of 50 percent
to domestic areas and 50 percent to foreign areas. The 1956 domestic
share of the United States consumption growth assigns 87.8 percent
to mainland areas, 10.6 percent to Puerto Rico and 1.6 percent to the
Virgin Islands. The domestic share of additional growth in 1957 and
subsequent years is prorated among all domestic areas in proportion
to the quotas as adjusted above.

There is one other difference between the bill passed by the House
and the bill pending before this committee which is of particular
interest in working out this legislation. The House bill assigns
50 percent of the foreign share of the growth in United States con-
sumption to Cuba and 50 percent to other countries. The bill pend-
ing before this committee assigns 60 percent to Cuba and 40 percent
to other countries. However, an important difference exists here in
that the division between the foreign countries is only 45 percent of
the United States growth rather than 50 percent. We favor the 55—-45
percent division between the domestic and foreign countries since this
division represents the approximate historical division of the United
States sugar market that existed before enactment of the 1948 act.

It seems to us to be entirely fair and reasonable to permit the
domestic sugar industry to grow in proportion to the expansion of our
total consumption of sugar. The increase in domestic quotas will not
be sufficient to bring about an immediate liquidation of existing sugar
surpluses. It is hoped, however, that the growth in the domestic
market will be sufficient to materially relieve the worst aspects of the
situation and permit production restrictions to be set at a more
tolerable level for the period immediately ahead. Once we get out of
the present situation, the normal growth in the domestic market
should greatly reduce the possibility of further serious difficulties with
sugar.

%Ve therefore urge immediate action on the proposed legislation
with the amendment we suggested.
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In the House there was an attempt made to require sugar producers,
as a condition of eligibility for payment, to recognize labor unions as
the bargaining agent for their workers or to bargain collectively with
employees, and also to require compliance by sugar producers with the
conditions of the Fair Labor Standards Act. We are opposed to
both of these requirements.

Collective bargaining was established as a means of equalizing the
bargaining power of employees with that of employers. No such need
exists in agriculture, which remains primarily an industry of family
farms. Collective baroammg in agriculture would result in domina-
tion of farms by unions.

Farmers are peculiarly vulnerable to the concerted activities of
workers associated with collective bargaining. Most industrial plants
can shut down for a week or a month without serious harm to the
company, or even, in many instances, seriously affecting the annual
earnings of the concern. The impact ‘of a work stoppage is mitigated
by filling orders from inventory or by meeting accumulated demand
when work is resumed.

But a farm cannot be shut down. Crops must be harvested on
schedule. In many instances a work stoppage of a week or two
during the harvest season (and this is the time they could be expected)
would not only result in a net loss to the farmer for the year, but in
addition substantially impair his capital position.

Farm labor wages are fairly well established by industrial wages in
nearby areas and through competition for workers. The exemption
of farmworkers from coverage under the Fair Labor Standards Act
is not resulting in unduly depressed wage rates for such employees.
This is indicated by the following comparison of farm prices and farm
wages:

Index of Index of Index of Index of
farm prices, | farm wages, farm prices, | farm wages,
1910-14=100 | 1910-14=100 1910-14=100 | 1910-14=100

1947 el 276 424 1] 1952 . @ eoes 288 508
1948 _ . 287 445 (| 1953 oo 258 b17
1949 _ . 250 430 (| 1954 . ¢ e ceeeaen 250 508
1950 _ .. 258 432 (| 1955V . 232 518
1951 . e 302 481

1 As of Oot. 1. 1953,

To summarize briefly, 1955 farm wage rates were 5 times as high as
in 1910-14, while farm prices were less than 2} times as high as in
1910-14. Since 1947 farm prices have declined approximately 12
percent but farm wages have increased over 20 percent.

In addition it should be noted that farmworkers receive many
perquisites not reflected in cash wage comparisons; second, living
costs are substantially lower in rural areas; third, farmers must pay
wages sufficient to prevent needed employees from being attracted
to city employment and finally, farmers are required to pay fair and
reasonable wages as determined by the Secretary of Agriculture
})ursuant to a public hearing which takes into account all relevant

actors.

The regulations applicable to concerns covered by minimum wage
and hour provisions of the act provide that each employer must
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maintain and permit inspection of a very burdensome amount of data
under conditions which are not entirely clear to an amateur in this
field of administrative law. The maintenance of such records for
agricultural workers is wholly impractical and would represent a
heavy cost burden which is completely unjustifiable under the cir-
cumstances.

By way of summary, H. R. 7030, with the amendments we suggest,
should be passed immediately because:

(1) Domestic areas are being forced to carry overexpensive in-
ventories of sugar, mainly due to increased yields, at a time when this
country is a deficit sugar-producing area.

(2) The consumption of sugar is increasing in the United States
but such increased consumption is being met by production from
foreign countries, mainly, Cuba.

(3) The curtailment of production of traditional American export
crops and simultaneously the curtailment of the production of the
domestic sugar crop is imposing an undue hardship on farmers in the
United States.

(4) The amount of relief being requested for the domestic industries
is very modest and takes into account the United States interests in
expanded foreign trade.

The opportunity of presenting the viewpoints of the American Farm
Bureau Federation on the issues before this committee is appreciated.

Senator FREAR. Senator Bennett?

Senator BENNETT. No.

Senator FrRear. Mr. Woolley, you consider the payments made by
the Federal Government to the producers of both beet and cane
sugar a subsidy?

Mr. WooLLEY. In one manner of speaking, yes, it is a subsidy, but
I would like to explain a little bit about that.

We think the subsidy is not a subsidy that is purely in the interest
of producers alone. We think it is in the interest of the producers
and consumers alike for this reason: Prior to the Sugar Act the prices
of sugar fluctuated very widely. They fluctuated down to a few
cents per pound, up to a very high price.

I can remember, as a matter of fact, going to the grocery store for
my mother and paying more than 25 cents a pound for sugar.

With that sort of a fluctuating situation the sugar processors never
knew what was going to happen. So the way they handled the
situation was to hold out on the sugar producers of the United States
just as much as they could as a hedge against the possibility that &
sharp decline might occur.

Senator SMATHERS. You mean hold out against the consumers?

Mr. WooLLEy. No; hold out against the farmers. They could
not pay the farmer what his raw sugar was worth because they had
to make provision for the risk of a decline in prices.

Senator FREaAR. Who was this?

Mr. WooLLEY. The sugar processors.

Now, under the Sugar Act, you have leveled the cost of sugar out
to a point where the processor knows what he can expect on & reason-
able basis. Therefore, he passes on to the producer the maximum
amount he can—he has to meet competition—and in passing that on
to the producer, & stable production of sugar is maintained at a stable
price, so that rather than paying 30 cents a pound for sugar at one
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time and then 3 cents a pound, the price of sugar remains relatively
level, around 5 to 8 cents.

Senator Frrar. Is that the only domestic crop that is peculiarly
affected right now?

Mr. WooLLEY. It has singular characteristics.

Senator FrREAR. And you are speaking for the American Farm
Bureau?

Mr. WooLLEY. The American Farm Bureau Federation.

We think as long as it is a net import crop and has other singular
characteristics that this is the logical way to handle it.

Senator FREAR. Would the Farm Bureau take the same position
on wool?

Mr. WooLLEY. We took the position on wool that, because we
were in an import situation, that we preferred to have a payment
made to the woolgrowers rather than to raise the tanff.

Senator FrREar. And sugar?

Mr. WoorLeY. And sugar.

Senator FreAr. Those are the only two?

Mr. WoorLLEY. Those are the only two which come to mind.

Senator Frear. And that is because vou feel, at least your American
Farm Bureau feels, there is something peculiar about them?

Senator BENNETT. Well, Mr. Chairman, there is this thing that
they have in common, that they are both shortage crops in the
United States. We import, in the case of wool, more than half of
what we use.

Mr. WooLrLEY. Oh, yes; almost three-quarters of our requirements
of wool are imported.

" 1Sfena’cor BeEnNETT. And with respect to sugar, it is approximately
alf.

Senator FREAR. Do you want to set that as a general rule, that any
crop of which we do not produce sufficient for our domestic supply,
you are willing to go along with a subsidy?

Mr. WooLLEY. No; we want to be very careful to look into all of
the implications of how a particular type of program might work out
with respect to any commodity.

Senator FrREArR. Each person has a right to look, including any
member of the Farm Bureau, and naturally once in a while a person
agrees or disagrees, but generally speaking the Farm Bureau on a
particular crop wants to look but in a general category, they don’t
want to look and

Mr. WoorLLeY. Well, as experience accumulates over the years, you
find there is no single mold that you can put & commodity into and
be successful. We have felt that the Sugar Act has worked satis-
factorily.

I might point out this, that one of the primary reasons why areas of
the Farm Bureau that do not grow sugar are receptive to the idea of
increasing the sugar quota, is that they feel that it will help take care
of some of the diverted acres and thus avoid those acres being dumped
onto producers of vegetables and other crops.

Senator FrREAR. From how many State organizations does the Farm
Bureau have agreement to this statement you have made today, other
than the cane and beet producing States?

Mr. WooLLEY. This statement is based on principles passed by
the voting delegates.
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Senator FrREAr. In other words, your membership of the Farm
Bureau has not decided this; it is the executive committee?

Mr. WoorLLeYy. Well, the voting delegates in December 1955
adopted our resolutions, which I will be happy to put in the record
here. The principles from which we produced this statement that
has been presented to the committee was based on those resolutions.

Senator FrEar. Why, I think it would be most informative.

Mr. WooLLEY. It is only about three or four lines. Could I read it?

Senator FrEar. All right.

Mr. WooLLEY (reading):

We have supported the Sugar Act as a means of dealing with the problems
peculiar in this industry.

We urge this act be extended with amendments (1) providing a growth formula
for prevailing domestic area sugar quotas, (2) granting emergency increases in
present domestic area quotas to relieve the existing surplus situation, and (3) spe-
cifically reserving the right of the Congress to enact further amendments.

Senator Frear. All right. Did I understand you to say that the
Farm Bureau generally opposed Federal subsidies?

Mr. WooLLeEY. We feel that subsidies should not be paid out to
farmers on the basis of making farming profitable. We do not think
that is the basis for a sound farm program.

Senator Frear. Well, what is this Sugar Act, then?

Mr. WoorLLey. We think the circumstances with respect to sugar
are peculiar and if we did not have the kind of program we have, that
there would be a very strong demand for increasing tariffs to equalize
the situation. The harm that would be done to the American farmer
generally by increasing the tariffs would far outweigh anything that
we lose by engaging in this kind of a subsidy program.

Senator BENNETT. Mr. Chairman, I think that the testimony
earlier indicated that the tariffs had been reduced from approxi-
mately 2% cents, down to approximately one-half cent, while the
payment under this program is one-half cent, so that the net reduc-
tion in tariffs was—well, I am too tired tonight to figure it, but it is
about 2 cents—about a cent and a half, the tariff has been reduced
from 2% to one-half, and that is 2 cents reduction and it has been
written back on this basis, so 1t is about 1% cents.

Senator Frear. The production of beet sugar is marginal, generally
speaking?

Mr. WoorLey. Well, it could be considered in some areas, how-
ever, not as a general proposition.

Senator Frear. Now, is it fair for me to assume that the Farm
Bureau will support marginal farming with Federal subsidies?

Mr. WooLLEY. As a basic proposition, we are opposed to the sup-
porting of marginal farmers by subsidization. .

However, we live in the world as we find it, not as we would like to
have it, and we find ourselves in a situation where many people have
gotten themselves into the position where they can administer prices;
industry has itself in that position in many places, and we find that
labor has itself in a position where they can indulge in monopoly
practices. ) ‘

- We do not think that the answer is for the American farmer to
reciprocate by starting a monopoly of his own—some people think
that is the way to do it, but we think such an approach is unsound.

But, primarily, we are trying to work ourselves out of where we are
now, not where we would like to be. I would say that the prevailing
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philosophy .of the Farm Bureau is to choose as free a market as cir-
cumstances permit. When we find that we are blocked off by circum-
stances, then, we will do the best we can to go in that direction.

Senator FrREAR. I was of the opinion that in their objectives they,
generally speaking, opposed Federal subsidies. .

Now, I assume, from the reading of the papers and the testimony,
and so forth, that we have a labor shortage in this country, generally
speaking, overall labor shortage. Now, do you think that the Federal
Government should subsidize labor any greater than it is?

Mr. WooLLEY. According to the information that I have rcad, by
reason of the increase in the number of people in the labor market,
there will be probably more unemployment next year than there is
this year. _

Senator FrEaRr. On page 8 of your statement you show your index
of farm prices and farm wages.

Mr. WooLLEY. Yes.

Senator Frear. And according to that, the index rose from 276
in 1947 to 302 in 1951.

Mr. WoorLeY. That is correct.

Senator FreAr. That is, you take the difference between that and
the 1955 index of 232, the decrease would be considerably greater
that the 12 percent outlined in the following paragraph.

Mr. WooLLeY. I did not calculate

Senator FrEAr. I think your figures are correct

Mr. WoorLrey. I did not calculate from 1951, I calculated from
1947.

Senator Frear. I know, what I was trying to bring out, the index
of farm prices was considerably on the rise until 1951.

Mr. WoorrLey. That is true. One of the reasons that we use 1947
as a basis for comparison is that 1947 was the year when we had the
highest net farm income in history.

Our cash receipts have maintained about the same level, but our
costs have gone up to such an extent that farmers have been caught
in a squeeze.

Senator FREaR. You say farming receipts for 1955 are about the
same as they had been for the previous year?

Mr. WooLLEY. Cash receipts for 1955 are only slightly below those
of 1954. I have the figures here:

In 1947 cash receipts were $34 billion. In 1954 they were $34
billion. Farmers made a net income of around $17 billion in 1947,
but in 1954 it was down to $12 billion and now it is down to around
$11 billion. Practically the whole decrease is attributable to three
things, the increase in costs, the curtailment of the production of
crops under the marketing quota program, and drought.

Of course, there has been an impact recently in the last 6 months in
the cash receipts for hogs because the amount of feed that has been
available throughout the country has lowered the feed ratio to such
an extent that we have had a tremendous production of hogs and
therefore glutted the market.

Senator FREAR. Would you repeat the second reason after you
mentioned quotas? You said there were two reasons. What was the
second reason?

Mr. WooLLEY. The curtailment of acreage brought about by the
restrictions in the Sugar Act, in the marketing quotas under the
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Agricultural Adjustment Act of 1938, as amended, with respect to
cotton, tobacco, peanuts, rice, and wheat.

Senator FrREaR. Well, did your organization say the same thing
toward rice and tobacco when quota restrictions were placed, the
same as you do on sugar?

Mr. WooLLey. Well, on cotton, wheat, and the other quota crops,
we say that the maintenance of a price support at 90 percent of parity
without regard to which as you know is only a statistical figure, will
eventually bring a commodity into serious trouble through surpluses.

The parity prices of citrus for many years has been below 50 percent
of parity, but nevertheless those producers do not think they ought
to have a price support program on citrus.

The point I am making

Senator SMATHERS. Some of them don’t think that. [Laughter.]

Mr. WooLLeY. Yes; that is right. Well, they have done very well
in expanding their market, which would never have occurred if they
had been put in the same kind of straitjacket with respect to citrus as
with respect to other commodities.

We believe that the maintenance of uneconomic prices is against the
interests of producers since it destroys their markets.

Senator FREArR. What is an uneconomic price, what is its definition?

Mr. WoorLEy. Well, we think an uneconomic price is a price that
will not permit the commodity to move into consumption and will
result in encouraging production beyond what the market will take.

Senator FREAR. I see—at a loss.

Mr. WooLLeY. That is right. We think that what happens is
that an artificial price gets capitalized into land value and as that
land changes hands, the increase in land value, which was a pleasant
experience to the original holder of the land, is a cost to the second
taker and is a basis for higher taxes and operating expenses.

Senator FreEAR. Yes; but that same idea would go to the owner
of ground that produces beet sugar or cane sugar.

Mr. WoorLEY. Well, of course, in that connection, we don’t see
that this program has the effect of destroying our market. As a
matter of fact, if we could get a larger quota, it is just the reverse.

Senator FrEaAR. How much do you think we can safely produce
-of our domestic production of sugar in this country?

Mr. WooLLEY. You mean, how far do the producers want to go?

Senator Frear. No. Your organization. Maybe, if your organiza-
tion has not discussed this, we might have your own personal opinion.

How far would you suggest that we should go in making acreage
allotments for domestic consumption—or pounds or whatever way?

Mr. WoorLeY. Well, the acreage we now have devoted to sugar
beets, if it were expanded on a reasonable basis over a period of time,
which this legislation contemplates, would not be unreasonable.

With respect to cane, approximately the same situation. .

The reason I say that is this. As I said in my direct testimony,
the acreage that is devoted to these crops is being cut below what it
was in 1947, when the present Sugar Act was passed, and there is a
point below -which these acreages cannot be cut and still maintain
economic production on a particular unit. We do not feel that the
current situation is burdensome to consumers. We think producers
ought to be permitted to go up to the extent that the bill pending
before this committee suggests plus the 188,000 tons.
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The reason why we suggest 188,000 tons is they need that to get out
of the situation they are in now. They are facing a very difficult
situation.

Senator BENNETT. Well, Mr. Chairman, can I ask a question?

Senator FREAR. You may.

Senator BENNeTT. Isn’t it a fact that there have been some very
important and dramatic improvements both in strains of seeds and
in the mechanization of harvesting, so that the actual production per
acre has been stepped up, oh, 200 percent or 300 percent over the
past 20 years, and 1t is possible to answer the chairman’s question,
that the domestic industry would expand 65, 70, maybe even 75
percent of the total American market, but they are not asking for
that because they recognize the obligation of our traditional relation-
ship with Cuba?

Mr. WooLLEY. I agree that the possibility for increases in efficiency
in production are very great.

The people in the sugar industry have found themselves in a
squeeze; they have been caught. They have increased their yields
and then as a penalty for increasing their yields, they get acreage
cut to a point where production costs go up. So, they have increased
efficiency and then been penalized for increasing efficiency, and this
we do not think makes very much sense.

Senator FrREAR. Isn’t that true also of the producers of corn?

Mr. WooLLEY. Not to the same extent in corn, I wouldn’t say.

I would say this, that the reduction in the cost of producing corn
has been reflected and been passed on to the consumer in the form
of livestock products, because while there has been a price support
program on corn, actually the market price for the farmer is derived
from the sale of livestock products and in the end, they are actually
on a free market basis.

Senator FrRear. Well, sometimes that i1s true, but i1t is not the
same class of producers, when you say corn producers, you have
other people producing hogs and livestock—I mean, you have a
particular class of producers when you are talking about beet and
cane sugar, from the little information I know about it.

Mr. WooLLEY. I think it justifies special treatment.

Senator FrREAR. How about potatoes?

Mr. WoorLLEY. Potatoes—we have had a rather bad experience with
potatoes.

As you know, mandatory price support was put on potatoes as a
result of the Steagall amendment. They were treated as a necessary
war crop and as a consequence they came under the 2-year postwar
guaranty of 90 percent price support.

The potato producers showed such ingenuity in pulling their rows
together and pulling the hills together and getting a variety of potatoes
that yielded more, and the application of fertilizer and insecticides, so
that regardless of what the Department of Agriculture could do by
acreage allotments, production continued to outrun consumption by
about 100 million bushels a year. Over a period of about 3 or 4 years,
the Department of Agriculture, on about 2 million acres of potatoes,
lost through the CCC and section 32, over $500 million, which is
at a rate of i