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COFFEE

TUESDAY, FEBRUARY 25, 1964

U.S. SENATE,
Coxorrrer ox FINANCE
. ]
Washington, D.C.

The committee met, pursuant. to notice. at 10:10 a.m., in room 2221,
New Senate Oftice Building, Senator Harry F, Byrd (chairman)
presiding.

Present : Senators Byrd, Long, Douglas, Gore, Talmadge, McCarthy,
Hartke, Fulbright, Williams, Carlson, Morton and Dirksen.

Also present : Elizabeth B. Springer, chief clerk.

The Cuamryan. The hearing today is on the'bill HLR. 8864, to carry
out the obligations of the United States under the International Coffee
Agreement, 1962, signed at New York on September 28, 1962. I submit
for the recoid a copy of the bill and an excerpt.from the House Report
870, giving the purpose and summary of the pending bill,

(The hi%l and excerpt from the House report follow :)

(H.R. 8864, 88th Cong., 1st eress.]

AN ACT To carrg‘ out the odbligatlions of the United States under the International Coffee
Agreement, 1862, signed at New York on September 28, 1062, and for other purposes
Be it enacted by the Senate and House of Representatives of the United States

of America in Congress assembled, That this Act may be cited as the “Interna-

tional Coffee Agreement Act of 1963", :

Sec. 2. On and after the entry into force of the International Coffee Agree-
ment, 1962, and for such period prior to October 1, 1965, as the agreement re-
mainsg in effect, the President fs authorized, in order to carry out the provisions
of that agreement—

(1) To regulate the entry of coffee for consumption, or withdrawal of
coffee from warehouse for consumption, fucluding (A) the Iimitation of
entry, or withdrawal from warchouse, of coffee {mported from countries
which are not members of the International Coffee Organization, and (B)
the prohibition of entry of any shipment from any member of the Inter-
natlonal Coffee Organization of coffee which is not accompanfed by a
certifichte of origin-oir a'certificate or reexport, issued by a qualified agency
tn xuech form as requiréd wider the agreement.

(2) To require that every export or reexport of coffee from the United
States shall be accompanied by a certificate of origin or a certificate of re-
export, issued by a qualified agency of the United States designated by him,
in such form as required under the agreement.

(3) To require the keeping of such records, statistics, and other informa-
tion, and the rendering of such reports, relating to the fmportation, distribu-
tion, prices, and consumption of coffee as he may from thne to time
prescribe, i . , :

"(4) To take such other actfon, and fssue and enforee such rules and
regulations, as he may consider necessary or appropriate in-ordetr to imple-
ment the obligations of the United States under the agreement,

Sec. 3. As used in section 2 of this Act, “coffee” means coffee as defined in
article 2 of the International Coffee Agreement, 1962,

1



2 COFFEE

S8Ec. 4. The President may exerclse any powers conferred on him by this
Act through such agency or officer as he shall direct,

SEc. 5. The President shall submit to the Congress an annual report on the
International Coffee Agreement, 1962, Such report shall contain full information
on the operation of such agreement, including full information with respect to
the general level of prices of coffee. Such annual report shall be submitted not
later than January 15 of each year. The first such report shall be submitted
not later than January 15, 1965,

Seo. 6. There are hereby authorized to be appropriated from time to time such
sums as may be necessary to carry out the provisions of this Act, including the
necessary expenses and contributions of the United States in connection with the
administration of the International Coffee Agreement, 1962, The amount of the
contributions of the United States to administer the agreement for any period
shall not exceed 20 per centum of the total contributions assessed for such period
to administer the agreement,

SEo. 7. The joint resolution of Aprll 11, 1941, entitled “Joint resolution to
carry out the obligations of the United States under the Inter-American Coffee
Agreement, signed at Washington on November 28, 1040, and for other purposes”
(19 U.S.C. 1355 and 1856) is repealed.

Passed the House of Representatives November 14, 1963.

Attest:
RarrH R. RoBERTS, Cleérk.

PURPOSE AND SUMMARY OF H.R, 8864

The purpose of H.R. 8864 is to authorize the procedures required in order that
the President might carry out the obligations of the United States under the
International Coffee Agreement of 1962. That agreement has been signed by the
United States, and the Senate has given its advice and consent to ratification.

The Committee on Ways and Means does not have jurlsdletion with respect to
the treaty ftself. Rather, at the request of the President, your committee has
undertaken to authorize the mechanical procedures for carrying out the obliga-
tions of the United States under that treaty. The procedures established by this
bill are reasonable for that purpose.

Specifically, the bill would authorize the President to require all coffee enteting
U.S. markets and all exports of coffee from the United States to be accompanied
by a certificate of ‘origin or a certificate of reexport, to limit imports of cdffee
from nonmember countries, to require the keeping of certain records, statistics,
and other informatlon, and to take such other actfon as he may consider necessary
to implement the obligations of the United States under the treaty. - The bill also
authorizes appropriations necessary to carry out the obligations of the United
States under the treaty. Certaln obsolete provisions of law would also be
repealed

"The Ciairman. The Chair recognizes Senator Fulbright.

~-Senator FuLsrienT. Mr. Chmrman I apologize for requesting the

rivilege of saying a few words at this time, but the Committee on

oreign Relations is meeting on nominations in 20 minutes and I will
not be able to stay here to hear the testlmony of Secretary Harriman
and Mr, Mann, -

My committee did handle the treaty on thls matter and I think that
it was a great tragedy that this legislation was not passed shortly
afterward. .

. There seems. to be considerable misunderstanding about the signifi-
cance and the effect-of this agreement. Many people seem to think that
itis commlttmg us to the principle of a support program itt'the irter-
national field, whlch 1t is not

SR
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COFFEE 3

Secretary Mann and Secretary Harriinan and their experts will be
able to give you the details as to the actual working of the program. 1
only wish to make a genetal statement,.

n the field of foreign relations I think it would be a great disaster
and a great tragedy if this Congress would reject this implementing
legislation. The witnesses will prove to you, I believe, that the recent
rise in the price of coffee is not attributable to this agreement. We
had much higher prices in 1934 when there was no prospect of an agree-
ment and these violent fluctuations have been characteristic of coffee
and other raw materials in the international field and they are simply
coincidences without any question, as I believe the testimony will show.
The price rise has nothing to do with this agreement or this legislation,
so I do hope that this committee will approach'this matter with an open
mind and give due consideration of the political implications if it
should reject this implementing legislation. I can think of nothing
that could injure our relations in Latin America and Africa more than
the rejection of this measure. :

Our foreign policy has been characterized for many years by a
peculiar ambivalence. On the one hand we offer these people aid ind
on the other hand we are extremely shortsighted in assisting them to
achieve any reasonable stability in the prices of their major com-
modities. o

So 1 do urge the comiittee to be very serious and consider this and
not reject it. This legislation deserves the most careful consideration
of not only the domestic economic aspects but also the international
political considerations involved. ' |

Thank you very much, Mr, Chairman,

The Cramyan, Thank you, Senator. :

The first witness to appeiir before the committee this morning is
the Honorable W. Averell Harriman, Under Secretary of State for
Political Affairs. S

Mr. Secretary, will you proceed, sir? ,

STATEMENTS OF HON, W. AVERELL HARRIMAN, UNDER SECRE-
TARY OF STATE FOR POLITICAL A¥FAIRS; THOMAS C. MANN,
ASSISTANT . SECRETARY, INTER-AMERICAN -AFFAIRS; AND
JEROME JACOBSON, DEPUTY ASSISTANT SECRETARY, ECONOMIC
AFFAIRS, U.S. DEPARTMENT OF STATE S

Mr. HarriyaN. Thank you, Mr. Chairman. . : .
Mr. Chairman and gentlemen of the committee, I welcome the op-
portunity to appear before this committee in support. of H.R. 8864, &
bill authorizing certain ]?rocedures necessary. for carrying aut the obli-
gations of the United States under the International Coffee Agree-
ment. - T TRV Lt PR
- Tihave & prepared statement, sir, which-I have. distributed but I
will read it.fairly hurriedly if I maytosaveyourtime, : . .., .
. May I say.at: the outset that I-.den%ley,regret_ the confusjion the
Department of State cgused last December wh_e_n.it;vre(}uasted u?ent
committes action on H.R. 8864 and. then reversed itself. . I am fully
aware that your chairman was prepared to hold expeditions hearings
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on the bill at that time and that his role regrettably was described in-
accurately in’certain editorinl comment. We accept full responsi-
bility. There was certainly no trap, no ploy, no gambit, nor any
coffeemanship on the part of this committee, nor, may 1 aé(l, on the
part of the Department of State. The administration did not want
this bill to interrupt other urgent and priority legislation then hefore
the Senate and we knew, as a result of the Czﬂ'cc Council’s action in
November, that we would not need the authority requested in this
bill before April. It was for these reasons that the request for early
hearings was withdrawn,

We deposited our instrument of ratification on December 27 to keep
the agreement alive—it would have died on December 31 otherwise—
but we have not—and I repeat—we have not taken any actions for
which authority is requested in this bill.

The legislation is now before this committee and I should like to
explain the background of the coffee agreement, the purpose of this
legislation, and recent developments in the world coftee market.

In the summer of 1962, nearly 60 coffes producing and consumin
countries negotiated the International Coffeec Agreement. The Unitec
States took the lead in helping to develop and negotiate this agree-
ment. Its purpose is to stabilize the world coffee market—a market
with a long gistory of severe price fluctuations.

Coffee is the single most important agricultural commodity in the
trade of the developing countries. More than 30 countries in Latin
America and Afriea depend on coffee for an important if not major
part of their export earnings. It represents 50 Percent or more of all
earnings in many countries. More than 20 million persons in these
countries are engaged in its production and trade. Coflee is a vital
factor in economic, political, and human terms. Coffee is subject to
sharp price fluctuations. This seriously impedes the development
effort of these countries and their possibilities for economic and social
progress. -

In announcing the Alliance for Progress, President Kennedy as-
sured the Latin Americans of our full cooperation in helping to
correct the instability in commodity trade.

I may say here that when I was Ambassador I went to a number of
countries and I found that that comment in the statement the Presi-
dent made to the Latin American countries was highly welcomed
everywhere, -

The coffee agreement was a test case. The Senate, too, recognized
the major economic and political significance of coffee. On May 21,
1963, it gave its advice and consent to ratification of the ngreement.

The agreement is not a wholly self-executing treaty. Legislation
is required to enable the United States to meet. its obf;gations under
the agreement. Specifically, H.R. 8864 authorizes the President to
limit exports of coffes from nonmember countries, to require the keeop-
ing of certain records, and to require all coffee entering the U.S.
markets and all exports of coffee to be accompanied by a certificate of
origin or re-export. The certificate is a paper indicating the source of
the coffee; it will enable the Coffee Council to maintain a statistical
check on exports and to detect’ quota violations. The bill also au-
thorizes appropriations necessary:to carry out the obligations of the
United States under the agreement.,
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In its veport on the agreement, the Foreign Relntions Committee
recommended that Congress limit the initial validity of the imple-
menting legtation to a period of 2 vears.  Congress can thus review
the experiens weemunnlated with the operation of the agreement.
The m{miulnl rition aceepted this recommendation. The bill hefore
vou will expive antomatically on October 1, 1965, to insiire such con-
gression] reyiew,

The House Ways and Means Committee examined the proceduves
o-tublished in H.R. 8864, It found them reasonable and necessary
and reconmmended favorable action in the House. On November 14
Iast, the House approved H.R. 8864, '

On  December 27, the United States deposited its instrument of
ratification.  Had we not done so, the agreement would have died by
December 31, For by that date instruments of ratification were
ror?nirod from countries accounting for at least 80 percent of total
coffee oxports and 80 percent of total coffee imports in 1961. The
coffee imports that we account for had to be spoken for by an instiu-
ment of ratification by December 31. '

Let me make clear that we have not yet carried out any actions
that the powers we're seeking would permit. In this sense our par-
ticipation in the agreement has not been effective. Yet, we have
not: been in violation of the agreement. Ior the Coffee Council has
postponed until April 1 the introduction of the certificate of origin
and the limitation of imports on nonmembers. And these are the
very matters for which the pending legislation is needed. If we
cannot carry out our responsibilities the agreement will be virtually
worthless. ‘

Wholesale or green coffes prices have risen sharply recently. I
know that the members of this committee are concerned by this and
that you may want to know what role the agreement. has played’ in
that riseand whether it can be used to check it. '

I want to state unequivocally that the coffee agreement did not
cause the rise in coffee prices. That rise was triggered by a virtually
unprecedentéd combination of natutal disasters to coffee plantations
in Brazil—the world’s largest coffee producer. - First came frost, then
fire, then diought, and the drought is still continuifig, particularly in
Siio Paulo. Thit is one of ‘the Brazilian provinees that is an impor-
tant. producer of coffee. | :

The change in Brazil's crop prospects is enormons. In the senson
1959-60, Brazil produced 44 million bags of coffee; 37 milllon hugs
were of exportable quality. Thisyear exportable proditction is barely
19 million bags. Some of owr ofiicinls believe next year's exportable
crop will not exceed 13 million bags; the Brazilians—some Brazil-
ians—say 8.5 to 9 million bags. Some in our tradé say it may beé even
less than this. o
" No oiie can tell, but whichever figure is right, it isclear that a buyer’s
market has been turned dramnticdlly into a séller’s'market. Buyers
are scm"xx'ing to buy up the short erop to assure theniselves of fresh
coffee. As Brazilian coffee ‘)l‘ice's have risen, other coffee prices liive
been pushed upivard as well. That’s the way the market wotks. -

- The situation would-be worse but for Brazil’s large stocks. Un-
fortunately, they are not all*of the qualities that we consume here.
Of the approximately 50 million or so bags in'stock, our tride bhelieves

BEST AVAILABLE COPY
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that perhaps 20 to 22 million bags are of exportable quality. That
may see Brazil through for the next few years until the trees revive
from nature’s ravages. Iut the market will be in a highly vulnerable
position given the possible exhaustion of stock. Consequently, higher
prices than we have known in the past years of glut—the last § years—
are to be expected, We're in n seller’s market, not a buyer’s market.
And buyers will always pay more for fresh coffee than for “stored”
coffee from stocks.

Some say that quotas are a factor, albeit minor in the price rise.
The fact is that exporters had a system of quotas in effect. in the year
following the negotiation of the agreement. Nevertheless, coffee
prices continued to decline and reached new lows in August and Sen-
tember of 19638. Basically, that was because quotas were considerably
too large and production was overabundant.

When the Brazilian situation appeared to be turning the market
around, an effort was made to raise quotas but because market devel-
opments could not be clearly foreseen, no action was approved. How-
ever, now we have a background of rapid rise in prices and lalzge buy-
ing for inventories as a safeguard against still higher prices. Accord-
ingly, a little over 2 weeks ago, the Council of the Coffee Agreement
raised quotas. Another 2.3 million bags of coffee will legally be avail-
able for export. In our judgment this will assure that the quotas will
not be a factor in future price rises, if any. If further quota increases
seem necessary, we are confident that producers would again agree
with us and action would be taken. After all, Ipok at the vote on the
recent quota increase: importers voted unanimously for the increase
and exporters voted 842 out of 955, including Brazil and Colombia,
for the increase also. That is an impressive record of nearly unan-
1nmous agreement. :

 Price stability is what we are after and quotas should be used for
this purpose. But on one thing we are all agreed—exporters and
importers—and that is that the quota system should not act to keep
available supplies from coming to the market. If natural factors
force prices up, that is one thing'; we do not want export quotas to bring
this about. This has not happened so far and we are sure we can pre-
vent it in the future as well. If not, the agreement would not be doing
its job and we would, I assure you, reconsider our role in it.

But we should have no illusions about what quotas can do. Coffes
is roasted—not quotas. And quota increases will not put one more
berry on a coffee tree. We have to face that fact that we are in for
a period of tight sg:ip ly and that prices are bound, therefore, to be
above their depressed levels of recent years. |

Mr. Chairman, in this tight market our membership in the agree-
ment has been of decided advantage tous. 'We have now a large inter-
national forum in which governments face each other to discuss their
mutual problems concerning coffee. The exporters made very clear
in the very recent depressed days for coffee that they needed our help
to stem a sharp price decline. In the same way, we have now made
it very clear that we gxpect exporters to make coffees available to the
market ag fully as practicable.. If they fail to do this and if as a result
prices rise, they would not be acting in the spirit of the agreement
which is to seek stability in coffee markets. We would not hesitate to
say this or to act upon 1t. . Indeed, members of our trade have told us
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that, but for our presence in the agreement, it is likely prices conld
be even higher than today, ‘Our predence in tiie agreement is a decided
advantage to us and to other consumers in dealing with the tight sup-
pl{Situationweface. | o e N
_ I strongly recommend, the Department of State recommends, the

United States will be unable to carry out its obligations with respect
to certificates of origin and import control, essential elements ofp the
agreement, The legislation will expire October 1, 1965. The next
year and & half will tell us whether the agreement is doing its job and
if, therefore, it should remain in being.

I cammot overemphasize the importance to our political relations
with the developing countries, and with Latin America in particular,
of our continued active participation in the International Coffee Agree-
ment. For many low-income countries, what we do to ameliorate the
conditions of their commodity trade is far more important than what
we do about aid, and they have stated so on numerous occasions to us.

In fact, the sharp price fluctuations in primary commodity trade
often more than offset our development aid. These countries want to
be able to earn their own way through trade and not have to rely on aid
alone. Coffee as the single most important agricultural commodity in
the trade of the low-income countries is a test case. The good faith of
this administration and the credibility of our efforts to he%p the devel-
oping countries raise their living standards is involved. . It would not
do for us to back away from the agreement just because prices are up,
in my humble judgment. Indeed, we wou}d be called fair weather
friends—interested in stability oniy when prices are really low but
uninterested when prices rise because nature has played its trick on

roduction, Stability is not a short-run matter; it takes time to bring
1t about and with time the agreement will help do just that,

Failure of the United States to continue as an active member of the
agreement would be a most damaging blow to our relations with the
developing countries, especially of Latin America, and to the Alliance
for Progress. .

Secretary Mann is here to answer any questions which any member
of the committee wishes to ask on that aspect as well as other aspects
of the coffee agreement. . ,

The United States helped to bring the agreement into being; it must
not be responsible for its demise, I sincerely hope, Senators.

The CrHamMaN. Thank you, Mr. Harriman. Mr, Harriman, you
speak of backing away from an agreement. What ufégmement do you
refer to? To what agreement did you have reference

‘Mr. HArrIMAN. “g:ﬁ, this is the implementing legislation that is
before you gentlemen now ; there will be no International Coffee Agree-
x}r}eﬁt usnless the Senate passes this legislation which is before you, sir,

R. 8864. Do

The Cnarryax. I believe you are familiar with the fact that the
chairman of the committee called the President on December 12 and
was advised by the President that he would not deposit these papers.
Therefore, I don’t know what agreement, you referto,-  : .

enactment of HLR. 8864, Without the implementing legislation, the

Mr, Harrivan, Well, Mr. Chairman, I believe you were sqbsé-
quently contacted and so were others—I won’t burden the committee
with the details—but it was pointed out that other legislation af.the

e
I
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end of the year was of greater i‘mportm\ce, in thé opinion of the admin-
istration, than this legislation. : Then, subsequent‘y it. was found that
we had to deposit by the end of the year because other countries had
come along and had deposited- their approvals and if we had not
“effected our deposit, the whole 4 year’s work of discussions wonld have
‘fallen down.

‘We were faced with the dilemma, sir, of letting the whole agree-
‘ment collapse—to dishonor our'agreement to which, of coirse, the Sen-
ate had given its advice and consent. Yet we do not helieve we have
acted in bad faith with this committee, because our participation in
the agreement will not be effective unless the Senate takes action on
this bill,

And as I understood it, you were telephoned as well as other mem-
bers of the committee—I haven't got the record as to whom this situa-
tion was explained. 1 was under the impression that the bill was dis-
cussed and the committee had understood it.

I want to reiterate that the reversal of the hearing was not done at
your hehest, sir, but it was done at the hehest of the administration for
the reasons I have described.

The C'namaran. And so you arve saying now that we must not back
_down or back away from our agreement. You remember the confusion
that existed, that occurred when the bill was set for hearving, this bill,
before the committee——

: Mr. Harmisrax, Well, T have explained, siv, in my testimony
that——

The Ciraryan. The Chairman telephoned the President and the
President said there would be no agreement until the committee counld
consider the implementing legislation after completion of action on
the administration’s tax bill.

Mr. Harriyan, T was not handling this—I was not handling the
matter at that time but I understoad, sir, there was a call to you again
explaining that we had to ratify by the end of the year, or else the
whole negotiations would collapse. In fact, the understanding which
had been reached with the State Department did not jeopardize the
‘Senate’s ability to give its final consideration to the implementing
legislation.

he Cnamraran. I want to repeat—-

Mr. Harriytan, Mr. Chairman
~ The Cuamyax. We were in no wise responsible for this delay, be-
cause wo were prepared to act on December 12, 1963.

Mr. Harrixan. Yes,sir. I want to join you, sir—

. The Cmarryran. At one hour, however, we were asked by the ad-
ministration to act and the next hour we were asked to defer action
until tlie latter part of January or February when action on the tax
bill had been completed. :

Mpr. Harriran, That is correct, sir.

The Cruatryan. So it was no fault of this committee.

Mr. Harriyan. No fault of this committee, as you recall, it was in
May that the Sensate Foreign Relations Committee gave its advice and
consent and the House acted on this agreement—the 14th of November:
wag it? '

- Mr. Jaconson, That is right.

Mr. Harriaran.: And with-the congestion of legislation of the year,

with which you are all familiar, the administration decided not to
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press this legislation before the end of the year, and it was for that
reason that. its request for the hearing was reversed. Obviously, the
committee is in no sense at fault. I do want to emphasize the fact
that there was no bad faith on the part of the administration hecause
our participation in the agreement cannot become effective unless im-
plementing legislation of the character that is now before you is
passed by the Senate. » ~

Wae were in, sir, 8 most. difficult situation—whether we would let. all
- of the 4:years’ work that-had been done on this collapse, not go forward
with the treaty which the Senate had acted upon, or ratify pending
Senate action on the implementing legislation. I want to point out
that the Coffee Council decided that. certificates of origin would not go
into effect wntil April 1. which now gives the Senate opportunity to
act before the effective date for the certificate system. .

The Cuamyan. Now, the purpose of this bill, the pending bill, is
1o stabilize the price of coffee, is that correct ¢

My, Harriyax, That is the purpose of the agreement. That is
the hope, that is the expectation, and in connection with the negotia-
tions and in connection with the testimony with regard to it, it was
mude very clear that our objective was not in any way to provide
for a rise In the price of coffee but to prevent a decline from the already
low level prevailing in 1962. The price of coffee had gone to a very low
basis ns compared to previous prices. I think that it is fair to say
that if we look at the last 11 years, we find in 5 years prices were
substantially above current levels, in 1 year price was about the
same as current levels, and then for 5 years it has been substantially
less than the present price.

In 1962 and 1963, the price reached a low which coffee had not
reached for, I don’t know, 12,13 years.

The Ciamyax. How much higher is the price of coffee now than
the average price, let us say, of the last 10 years? -

My, Harriyay, I think the price today, I am told, the spot for
Santos 4 is about 47 cents. Last year is was 34 cents.

The Caamrymax. I mean, how much higher? I want to know-how
much higher it is now than it was.

My, Hagriyax. How much higher now?

The Ciamryran. Yes.

Mr. Harriax, It was 52 in 1953; 55 in 1954; 52 in 1955; 51 in
1956; 49 in 1957; 40, approximately, in 1958; 43.9 and then—oh, these
are average import. prices, these are not -the Santos prices. May I
give you different figures? :

On Brazilian Santos 4 coffee the prices were 57 cents in-1953; 78.7
cents in 1954: 57 in-1955: 58 in 1956; 58 in 1957; in 1958 it was 48,
approximately the present price. : ’

Then the price dropped and in 1959 it was approximately 37; in
1960 it was 36.6; in 1961 it was 36; and in 1962 it was 33.9 and the
average for 1963 was 34. : -

The Crairyan. What was the increase in cents?

My, HarrivaN, Now, I am told by a mathematician that thé price
today. is no-higher than the average for the last 10 years, but we con-
sider it a high price. . » "o

Senator Carrson. Would the Chairman yield for a question on the
price of coffee?
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'The CraifiseaN, Yes, ~ 0 - St T o
“i8enator CarLson: Mr Secrefary; T have before' ms thie Wall Street
Jonal for Friday, Februdry 21, and-the cash prices on commodities
ot the board, ‘or ‘ih New York: Coffee, Santos 4’s, New York—and:
this is Thirgday-—47.5 centsa polind; ayearagod35. -~~~ -~
* M. HARRIMAN. That is corréct. That i5 just what I am testifyiig
Q, 81,y . ) ‘ i : 4 ,
. ~Seﬂ§1t,o’1"0¢ﬁtsbﬂ'. I thought that your figures were-—— =~ =
+ My, Harriman, Unitil today, they were 48 cerits. - You said 47.8.
'11‘91:3?3 average for the year, as T'have it before me, is-84.11 for the year
' Thé Cratiman, How niitch higher is the price of coffés now than
it \Way 2 years ago? R o |

Mr. Harrimaw. Two years—using Brazilian Santos 4, 2'yéars ago
it wis hpptoximately 34 cents, © S
.The CHAIRMAN, 34 cents?
i M Haritan.: ‘On the average.

The Crrathyan, And it is 13 cents higher now ¢
. Mr: HARrIMAN, Itis 14 centshigher.” N .
The: Camstan. I was told by the Staté Department, the White
House' 'vesterday, they: expected an increass of 4 pércent more.
-~ Mr, HarrimaN, I'don’t know. “No'one caii tell what the price will
go:to. There are members of the 'industry here who hre'better quali-
fied: to project:forward. :The forward prices arée dven' higher thai’
the spot ‘prices, which would appear to indicate that either buyers
want to protect themselves against a -possible futuré rise, or bé sure
that they get the quality of coffee that they néed. Thoseé are tech-
fical matters of the trade. T
The Cuamrman. Do you agree in the -State Department that the
price of coffee ig going higher? b e
- Mr. HarrmmAN, Ibegyourpardon? -~ "~
l-:_«fl}‘lhe'g)xmfmmk:‘- Do'you agres with the White House that it is going
righer? . o = ‘ " L
+ Mr; HarriaaN, T cannot guess. I could not guess, but T would not
be surprised if they did. S o L
The CiramaaN. I was told by the White House yestérday, they
expected an increase of 4 percent or more. DO
« Mr, HArriaN, Well, Senator, you have beén ‘as experiencéd as I
have been in projecting market prices ahead of time and I'thihk the
fact that futures are higher would indicate that that is correct. But’
T do want to say that no onethat I know of bélieves that this agree-
meént has had anything to'do with these higher'prrioes. It was'the
unuisual erop failure in'Brazil, onie of the worst, I believe, on record,
a triple disaster. o S
1:'The CriarrmaN. The point T want to get ‘clear in' my mind'is when
yoit stabilizé it; are you' going to stabilize it at the high prices or the
Jow prices or what prices? = You say that the purpose of this agree-
ment is to stabilize the price of coffee. -~ -~~~ 7
- Mr, Harrmaran, ‘Well, in the discussions—— - S
The CrARMAN. Becausé if you stabilize it at the present price plus
the 4 cents expected to be added, I would imagine that would be the

highest price coffee hasever had in any period of time.
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Mr. Harriyay. \Vell Mr. Chairman, tlii dgrdeniétt i’ ot t6_ fix
prices! . It was'tigyet ititefided in ‘any \\it to°do'so, bit’to" attémpi:‘ to
prévent, as best cah 'be -doné: by ' these hmltmg wcé&ures > this® 1
usually high or ynusuplly low prices; “And ’“e behiéve ﬂfi\t“ﬂlfé‘ g%?
ment ‘wil] liave some tein érm ‘effect oh’tHd ﬂp‘swmg of boffée
canriot tell, liowéver, what wﬂl fppen.” e

Now; ct'd¥l develspments, of coui‘Se, in'Biazil will detﬁiﬂme tb SOme
extent how high thess’ mées will' 6. " How 1dng it will také for Brazil
to reexpand’lts production to 4 mors fofmal bﬁsis, thiit is o fdét which
nature will play a g‘mt in. AsThave 1qd1cated inmy testlmohy"therb‘
is congiderable diffévérice ‘of 'épifiion’ s to’ the size of thé’ ¢ro ‘bf
Brazilidn coffes that will be availabls for ‘exports 1ext'y yedit! and the’
price will-bé dffected’ by th! i‘ds‘bebfs for the follbvém% ea‘r as ‘well.’

Now, ‘thesé dre: factors which'the indi(stry, who nfé herd to testify:
fdr the bill, cati’ give {gu %l‘éatef d¢tMls ait’ Hmﬂ ‘e, But T'wint
to undorlifie the fact! airm n, that this'agreenient did hot' con-
template ‘the fixir F&f t*lces But Jﬁteﬁ‘n litkd’ codperative arratige:
menits' which wotld tend' to prevént some ‘bt the ekt‘remé Ructustion
in‘céffee prices.” " - .

\For examgle, in 1954 the price of Santo 4 pveraged nearly 79 ceiits’

$'dghingt 48 at this titié. ' Now, that" Wa,i\ extieme. ' ‘Ahd, of ¢onitse,
all the years 1 ‘from }953 through' to 1988 yerb dll subsmntmlly ﬁﬁd\#é{"
the' present 'spot pr ce'6f Santos 4 They'were all aBo‘e 56" cel‘nts, or,
57, So'that ye'pe'fiot——" ,‘ SO SR :

The CHATEMAN. ’Youré LeétW x ‘,‘ i L S

- Mr HariidtAN, ' We'live I"thiae” it f\mi’t rfs ‘hm ext‘l(emes,
that, it did in the first 5 years of t] last écade l?uh £ ﬁ‘t 11 ‘o’
that  or ‘Hot; \vé ch tiot, ‘Bgintee it tns is a- codpérative. A ang‘e

ment. ''The presé eX] g ¢oimtries and’ the pres-,
SUTS will be on cod rYtloﬁ wl{l i%n fhé‘?odush‘y t0, preverit an’ rqme‘
price rise which mlght well have happened.if it h d’ not, beeﬁ or’ this

greement .
his. aig eément i hothmg 't8°do With'thd rige,” Tl ot s is
othi % I;\ tl%ls agreeriént which ifigreases the cﬁgﬁces of o vise. Wlmt-
eve value thereis in this ngreemeiit: igt6 preVent & Pise,

Now, if.there had’ cohtmued to' b the vely h;gh sm'plhs of ’prpdﬁb-:
tion whicli: exxsted in the’last 3 years, why, then this gresment would
hay prevénte itlie hottom 'falfing, otit, of the"prices and' the disaster
Whlg]l woul d ve Occu‘n‘éd to t&eseex ortm 'couiitries, °

Now, we believé it istimpoftant tdigur euel‘&l 'ﬂahdnal‘ welfare to.
have 'these countries that are. dependent u on ‘¢coffee have as far as
prachcglble a §tablé mcome so they can’po Ahead and:rim (Heir affairs
and not have ¢ %mat ups and mvns which have i m the past
created a great de&il o ation, |

T 10 CHAIRMAN. The Chmr has one moré uestlon t at hé'y WO} 1d lxke

.

ear in hig mind, On the.one han ou he objéctive of
tl’ns bliills to. sfa 8 ize’ thé 1ce of coﬁee and onm other d you
ﬁ 18 ottb xt T]pl‘lceo co ee o

et bo ﬂ ’ wn '

;mm 2 ers mus some m luence some ére on'
tthi'l fcoﬁ‘ee i&%ﬁfﬁftq abil 12%L

HARRTAFAR. the agileement—ifs purpo llénflqﬁ tH§ pi'i&ég

not to fall below tlis 1962 figre. AR

BEST AVAILABLE COPY
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. The Cuamrman, Then you— :

Mr. HarrimaN. And the technique to prevent a collapse in price is
to establish exgort quotas in order to hold the surplus off the market,
to be worked off in & more orderly way.

If there had not been this triple disaster in Brazil, which I think
is unique in the history of Brazil—and if I am wrong in that, they
will check me—this agreement would have tended to stabilize the
upturn .as well as stabilize the downturn because the quotas would.
have been increased, as they have been, and the price would have been
held down. , S

But, unfortunately, the collapse in the production in Brazil—ex-
portable groduction dropped from 37 million bags in the 1959-60 crop
year to 19 million bags in the present crop year, and it may go as low
as 8 to 13 million bags next year. These are bags. So that this ex-
traordinary drop from 37 million down to an anticipated 8 to 13 mil-
lion is what caused this extraordinary situation. But even so the
price has not gone, so far, to the levels which reigned between the
years 1953 and 1957. In those 5 years, the price was still above today’s
price. Actudlly, in 1958 the prices were then about what they were

today. :

S(:)yt.ha(; it may have had some effect on preventing skyrocketing
speculation, The industry I understand is here to testify. Mr. Mc-
Kiernan who is president of the National Coffee Association will tes-
tify for this bill. We have been, the State Departinent has been in
constant touch with the association, the consumers of coffee, and have
had the benefit of their advice and I understand that they are going
to testify favorably to this bill, V o o

So that our industry as well as the producing countries are for it..
Now, of course, the treaty would not be effective if we, who consume
more than half the coffee of the world, were not to implement our

part in the agreement. , o _ _
~_ The CirarmaN. Are you more concerned about Freventing coffee
from going to a lower ﬁmce or going to a higher price .

Mr. HarrisAN. Well, we hope that this agreement will tend to keep
the fluctuations within a narrower ranfe than has been the fact in'the
past. We don’t expect to have a fixe 1]>'riqe: of coffeo but it is hoped
that the range will be limited as the result of this cooperation between
the principal -producing countries—I understand over 90 percent of
the producers have already signed up and most of ‘the larger con-’
suming countries—so that we hope by this cooperation there will ténd
to be less of a speculative rangeof prices. '

It was an unfortunate occurrence of nature that the largest pro-
ducer of coffee, Brazil, which accounts for moére than 40 percent of
the coffee grown in the world, has had this triple disaster.

The CramyaN. Thank you.

Senator Long? _ o ‘ U

Senator Lona. You started to give us one set of prices and then
you gave us another. There appeated to be a very wide range of
difference between those two sets of prices, the average price and
Santosprice. , . ) S TR

Mr. Harriman, The prices I have given you are the Santos prices or
Brazilian gribces‘and! they are more affected by this, more directly

1 S .

affected by this.
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Senator Loxg. Well, you—

Mr. HarrineanN, Excuse me. The prices thit I gave you for the
year were the average prices for the year.

Senator Lonae. It was somewhat confusing to me. Weren’t you
looking at two sets of figures, giving us the prices on one chart from
which you were reading and the prices on the other?

- Mr. JacossoN. Senator, would you be kind enough to tell us which
table you are referring to? ‘ ‘ .

Senator Long. Well, Mr. Harriman'started reading from ong set of
tables, ftom which he quoted uis & figure of 55 cents for 1953." Then
he read some Santos prices, and gave us 57. * - ‘ o

Mr. Harriyan. Well, those were the average import prices of all
coffees, some of them of lower ‘ades than Santos and some of ‘them
higher grades. We gave you the Santos 4 figures because Brazil is
the largest exporter and the country where the great difticulty has
arisen and is the price which has affected the—— ‘

Senator Lona. Well, you have managed to confuse ‘uéby using those
two sets of figures. S ‘ ' B

Mr. HarrraN, Yes, I am sorry, sir.  So was I, sir.” I apologize.

Senator Lonag. In 1958—— o ' '

Mr. Harriyran. T had'two'tables inifrontof ine, '

Senator T.ona. All right, sir. For 1958 you-quoted a figute-of 58
from one chart and then for 1958 you quoted a fignre of 48 at Santos
prices. This is a 10:cent difference. T '

Mr. Harrmaan. No, siry I am'sorry. I wang to expunge that from
the record. I have got several tables here and I started'to read from
the wrong one, which—— ' L I

Senator Lone. I understand. ' | T T e

Mpy. Harrmman, I will make the record straight; the price of Santos
coffeo, 1053, was 579. =~ o e

Senator foxa. T have that now. Now, the Santos prices are what
we would regard as the controllihg prices‘at which the— ~~ '~

Mr. HarrimaN, I mentioned them, sir, because it'is theé Braziliah
coffee which has caused the great shortage. = =~ B

Senator T.oxa. ‘Now, I put down a set of figures and I just fin‘an
average for the years'1959 to 1963. You giive me prices that ‘Mremgfed
85.5 cents,” Then for the years 1953 to 1957 you'gnyve mé « list of prices
whicl'averaged out. to 61.6 ¢ents, S L

Now, are you in a position‘to say that the' 1.8 cénts average for that’
.’_ig_y.vealz' period is far too high and that tlie price’of 35.5 is a depressed:

rice S
P Mr. ManN. Yes. : S T e
My, Harkiaran, Yes. We felt that the price of coffee was tos high
in the B years that you speak of and we think-—our position is that we
are going to work to try to hold it more'in;the range of the list 5 years.

Senator Loxa. Can you give us some indication' of what you think
the proper prices should be—if you'pre'trying to pick a figure ot of
the air, would it be soméwhere bétyween those’ tivo prices, or what
woulditbe? . A A AL R ARTRAS
" Mr. Hargiman. ‘Well, dll welidve agreed to is té try to'maintaiti the
price.at the prite that was in éffect last year, 1062; That was wheh
the agreement. was settled, o go'below: that! and'Wot- to ‘attempt to
raise it substantially above that price. AL

20-282— 64— — 2

¢ B
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,:Now, that is 8 matter for the trade, the conntyies involved i, the
agreement, to be'in tonch with dongtantly. = =~ = U0
. Senafor Loxe, Inotherworls—— . " .. 0o o
M. Harrpan,, But the hasic. view is that'the prices in the Inst 4
years were more realistic than they were in the previous’s years'thit
youspoke of, Senator, ' . ., Ui
Senator Lona. Then you do fiot: think'thut the 35.5-cent price is
particularly out of line, or that it is substantially above Wwhat it was,
inthed-yearpexiod—— 0 T
" "Mr. HARRDIAN, Senator, on this mattér may I ask that Mr. Mann,
who is very familiar with this and who hag lived with this, with the
egonomic end in the State Departnient and wlio is thoroughly familiar
with the effect of;coffee on: he world economic scene, to speak of this?
SenatorLona. Allyight, . =% o , ‘
fr. MAnN. Senator, we, would think {hat the t\,vera%e of 61.6 for
the years between 1953 and 1957 is certginly too high. I would think
that the other average that you gaveus,the85—- "~ = .
.. Senator Long. That js the 5-year average, arriyed at by avernging

‘-./.-,_f‘,, B

out the figures from 1959 to 1963. e

Mr. Man~. And you sreasking whatin our opibion—— "~ . |

- Senator Loxa, I am gsking_}vhétlier the average price of the 5 years
isa fair priceora depressed price, - B

l\lfr. IBIANN.% would s::ly ig wduld_b% pqxgei\glere.?ﬁoﬁgd‘lfo, maybe
as high as 45 but,certainly, hetween 40 Anid 45 would he 4 fair price
gf@hg% ha=ﬂS?GQVé;?n°? Harriman ‘t‘estiﬁé}(ﬁ the ph%pése' 'ofqthis,', agree;
ment, all we are committed to in the agreement is to prevent its falling
below the price of 33.906—is it not ? P L
~MreJacosson. Roughly, 1, . ... o oo s

r. Man~. Now, the reason it is important to 1')ljeyﬂq1'1'pjt,}falili)g

below that price is that some 14 Latin Amerjcan; countiies, depend
very substantially on the export of coffee and price of 'QOifee,zi\ﬁdBlilie)l
are: faced with a population explosion, Senator, which, is doubling
their population every 25 years, = o RV
.. They liaye got to haye trade in order to double the number of jobs,

roduction in-this same span of time, ywhich is a

double their-food P i s
fantastically difficult thing to do, and they have had these wild fluctua-
tions in the price of coffee, their most important export, not because
of the presence or absence,of any coffee agreement, but because of the
va ariegofgmductiqn inBrazil.. [, -
n 1959-60, for example, they produced 44 million bags of' coffee;
37 million bags were exportable. In 1964 their exportable production
ig.expected to_drop:to. somewhere between 8.5 and 13, million 'bags.
. Now, this gives you some idea of the tremendous damage done by
frost, by fire, by drought, and that sort of thing. . L
. And. whenever, the. price, hits rockbottom they. are in trouble and
wo are in trouble, This agreement is-designed to protect the con-
sumer as well as the producer,. It isa two-barreled thing, not to' try

to abolish the law of supply and demand, because obvious]y you can-
not do-that, prices are affected by supply and demand, but to try.in
an orderly way to-ayoid dumping excesses in times of low prices and
to open up the gates in times when it is scarcest and the coffee is
- available. - - T
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"Senator Toxa. Wéll, here is thé thin thint coricdins me, My, Mijin.
On- this ‘¢ominodity ﬂg\reeniégxt, and'others<1 am ot siiré precisely
what this uﬁ senent ‘says.  I'lkhow I have s¢ine knowledge aboiit it.
1t is perfestly Wl right with nie for tHis Nation to' agiee to thké our
requirenients of a conimodity like sugit 0i ‘offee.nt’a price’that will
difable the other country to, maintdii’'a living scale o 'iv'a‘fe's' foi''jts
people and to negotidte the agreements on ‘that basis,, I don’t want
to eat sugar or drink coffee at a price tlint is going to require sofnébody.
clse to live'a pitifiill existence. " o T

But now whei we undertike to te]l somedie’ thit we are going to’
take his product 'at a ‘prico above whiat.ive would have {6 pay o1i'a
fluctuating mdarKet ‘ordinrily, it seems to mé that iwe onght to' lidve
something in' thiit agreement wlere that fellow nssures us that he is
going to deliver out'fequirementd on that basis, "~ '

Now, if you were negotinting an agreement for any 'prl\?{ite“biis‘lliuess
m' I)hé.rica und you.agreéd you were going to pay'a fellow more thian
he could get soniewhere else, you' 'would inigt th'qt'lr? provide yotr
refjuirements at that price or. at‘l@e_n’;sgfbn‘_fsbiﬁé"baSi‘sA where you' could
compute what his cost wis.  You Wwould provide’ for it that wiy in
the contract, . Now, with sugar we were led.for years td belidve it wo
éould break their quota dystem we conld bily sugak at 3 ceits’'a pound.
We broke it a1l right. T looked at it'oncé'and it was 13 cent§ o pound
isteadof 8. ©
_ Now, what s our piospett of some kind of assurance’ that if we
agres'to pay & higher pricd by helpinj thém stabiliZe the mavket tliat
we are going to be nssured that at Some fiture date Wé won't havo to
pay tweothat e T e

My, Many. Well, in the fikst place; Senator, let e r‘iit‘\’l(;é"cle?ii‘ that
this is different from a sugat' dgreeient in that wg'pay the’ ce
for coffee as every other coffes exporter in‘fhé’\“ds t} 'Theré is no two-
price system in ‘tihi's‘ ad there is.in ‘sigdr 'or'ilséd’ (")lli,é*iglv"_sfigz{i‘, and
to some extent still is. Wé pay the shine price as '’ consumer that every,
other consuming'natioh' in’ the world pays. . This’ i‘y'e‘s us the 'iden-,
tical interest ns’ Western Eiirope, for exdmple, which imports coffee
jh@tzﬂs_\\'édb. . ‘ L :“ 5"‘ R "7 : ‘,““' ‘ T y
- Thé'agréciment does provide.that when supplies ‘aré tight, the quotas
will be iherensed i ordér:to prevent the price from' goitig'too high,
and there was & meeting, in°London’ just last méjith” in" whicli Mr.
Jacobson was ablé with the nearly unanimous consent of.expo¥ting
and cotisuming conntries td' gét an increpse of somd 2.3 Tillion 'bags
of coffes 'in order to hold thi§ price. The difficalty’is’thers just isn’t’
enough' coffes ‘available for export, of at least the coffee buyers are:
afraid that they fre going to'run short. Tt isn’t'a mattér'of majiipuja-
tion. It is a matter of stocks and supply .and _[xaviri%{eﬂdu‘gh,stotk
to rieet the demards, and'the.coffée buyers i’ this donntiy. iivé baén.
building up their stocks, and I'don’t blame theém;for that. | They hivé
to be sure they ¢an' get' coffee, 'I‘lie‘g‘r are [ a‘yi_nﬁ higher prices in the
fuituirds market ‘Precigely because: g the‘fgict_t at they are’not sure

18’sime price

enonigh coffee is going tobonvaildble, - o
. And'this dronght, .the lowering of productioh-in Brazil, has done’
some ' odd things. ' Fof example, thie  Colombian’ Mildd.are a.much.
ligher grade of coffes tlikn Saiitos 4 and ‘ciistomarily priced higher.
than‘ Santos 4 but. are now below Seiitcd 4'simply because there are
more mild coffees foi the bins then the Santos Brazilian types. = - -
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Senator Loxa, Here is my reaction to this. I didn’t negotiate it
and don’t know all the details, but. it seems to me what I did when I
voted for the coffee agreement, and I did it with that understanding,
was to pay more for coffee. That is the way it seems to me. The
United States was_the principal consumer and we were using our
economic_power. That 1s the way we used our economic power, to
help stabilize their market and see that they got what they regarded
as a fair price for coffee. We explained that to them. I am willing
to pay them tha_}; ~But-once we.do btlmt,iit‘s,e_e;;i;igr;i_t;seeme_d,to,,me,that
any negotiator looking after our interests should have something in
there to guarantee us that we are not going to be the victim of ex-
tortion in this thing and when coffee is in short supply that they
are not going to charge us 78 cents or a dollar for coffee.

Now, what mechanism do we have to guaraitee that that is not
going tohappen? == ‘

Mr, ManN. The whole agreement rests on the iden of export quotas.
Ench country has &n export quota which it is obligated to fill. They
calculate what the world demand is going to be, what the world supply
would bé 'to keep coffee prices reasonably stable, and they give each
country d quota, P

- Now, sonjetimes you .
agreement provides that when coffee prices go up, you can have emer-
gency meetings and you can raise the quota to put more coffee on the
market in order to stabilize the price, keep it from going up higher.

. This is the main mechanism foi: that, and I think that exporting
and importing countries arc agreed'that this should operate in a way
whicli is fair both to thé consumer and to the producer.

I want to emphasize again that it isn’t just to drive the price up
artificially to the sky, Itistokeep it at a fairlevel, allowing for prob-
lems of drought, and so forth, which do affect price. .

. Senator Lona. &ell, now, we were in the hands of the Philistines
as far as sugar is concerned. All these people talked about what
friends of ‘ours they were and we were protecting their price of sugar.
We had bad }yeatﬁiﬁ'in' Earope.  Cuba went out asa producer by be-
coniing a Commiunist governmnient, and so these people were obligated
to deliver sugar, and they delivered it all riﬁht, at 13 cents a pound.
We were lucky to get it even then. We had the speculators absolutely
with' their hands around the necks of the American consumer,

. 'The answer to'this is obvious. We should stockpile sugar if they
are not going to produce it for us. So that every time a speculator
has his hands around our necks, we can put sugar on the market and
protect ouirselves. Can we be sure we are going to be protected from
that kind of thing as far as coffee is concerned and won’t be—--—

-Mr. MANN. Yes,sir. L
Senator LoNa (continuing). Won’t be sitting back one day and
looking at 78 cents or a dollar price on coffee? .

" Mvr, ManN. Yes, ‘Even from sugar—I want to say from Mexico
where I last served, they sold us sugar when it cost them, the differ-
ence between our price and the world price cost them $16 million, only
a _few months ago. - fl:}iey have beell,_cb;ltinllgylly' selling sugar to us
in ‘quantities which in the opinion of many people in Mexico reduced
their domestic stocks to below the lével that they ought to maintain.
them. . So'thete has been cooperation fram these countries, gven in the
Sll‘ghl‘ﬁe‘ld,m”.' Lo . B U PO DU

'liiisqm-uln,te;whn‘t‘*,the,demand \Vill‘bé and the

'

B
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Senator Long. Did théy hive a commerciil interest in doihg that?
Mr. MaNN. Yes, sir. They did that because they didn’t want the
American Congress and the American people to feel they were with-
holding stocks just because the price at that time was :I'm\'cr in the
Unite(f States. They wanted to sell it in a stable market which in the
longg rin they think would be higher. "
~ Senator Lona. How imuch of a discomt was that, that $15 million?
Mr. MaxN. I can’t remember offhand. "Roughly a cent and a half
a pound, Senator. . Not only Mexico bitt other conntties did this, too.
T simply say this to indicate that these produting countries do under-
stand the importance of stability and are willing to take losges as well
as make gains, ' o o N
Senntor' LoNa. Well, now, do you think that this agreement does
protect us from payihg'all exorbitant pticé in the futurg? - -’
My, ManN. Yes; I do. I do, provided' the pl‘oducti()n"df'tj;Oﬁee
doesn’t fall Below a'lével .o that the coffée doesn’t exist-in 'stocks. If
you don’t have cdoffée, there is nothing in this agreéinent: th’i:(t»'%‘ill" pre:
vent prices froffi‘tising. But'if you have adefjiiite stocks, it will,
Senator Loxa. Why doii’t we Stockpile some here? Then we wotild
know we were going to have it'ih the event the prédiiction falls off,
My, Maxy, I thin k,’bl‘l’l"ijiﬂ'\‘l‘str{ mainthiris at times like this tdther
large ifiventories. ‘'But'tliey can’tell yow better than I. - I'have nb ob:
jection to’a'stockpile. . - o Lo o
The . CrairyaN. Senator’ Williais? - =~ - S e e
Senator Winrrams. Mr. Harriman, in your report you $tate that
the agreeément id1fot '« Wholly self-executing t_tjeat,g.’ - I¢ it a'phirtially
executiingtvéqty? - Why is the word “wholly” used? * = .o -+
M. HarrritaX, Yéb, - There' ave sombé ‘aspedts:‘of ‘tlio -agresmelf
ivhich’wé can now énity out’biat it will not: be possiblé foriiisto filly
impleinient the agreement'without thiglegislition, s thit T'think it 18
fair to say that the agreement will not be fully Sper'ative wit’h.otit this

legislations. , C T g
Senator Wirtiams, WHhit caii’ you'do without the legislation? - -
Mr. Harriman, Welly we sit in the Coffee Connleil; we ‘discuss’quo-

tas, and we véted' thi' other day, last month, ‘to-inérédse ‘the fuotas,

That we have done.  But the 'aigl‘éement- cantiot beedme fully ofsérative

imless we dre able to do what this enablihg legislation prévides, which

is to keep the recdids'of where thecoffes corfies from to our country and
to. gerterally: cooperate’ in“the other aspects bf’ke,'a)ihg' the statistical
records which make the agreement effective: -~ ~  — * -~

Senator Wirtiids. Do'you agree that as'wé consider'this législation
which is now beforeé s, that the cominittee can':act as a free agént,
consider it on'its metits; and'i§ free'to aécept of réjest this'legislation

without any—— , . -, e
Mr. Harntman. Certainly, ‘sir. - S o
Senator WirLriayms (contimuing). z\‘l‘ly’s‘ligge‘*stio'n' that we are vio:

Iatihg anagreement? - N

- M. HArRDYAN. Thé cominitted of the Senate is donpletsly fres to
act in’ any way whichi'in its'wisdom it decides to ct. ' I'hope’that it
will approve the legislation:béchuse it i8, wé béligve, emineti lg in the

interests 'of the U.S. Governnjént’ and thid peé’g::é‘,’o‘ff'thé nited' States

(]

over the years to help in stybilizing commodity prices. = - 7 v
" Thig is-the fitst attempt’ we'havewinde. ' This Tng Been' undep dis-
cussion' for many years, 4 years- specifically, and’a*thost unforttinate

.



18 COFFEE

event has ogcgrre;i which ig the triple disaster in Brazil in coffes pro-
duction, I hope that the Senate will not let that interfere with the
long-range objectives of the agreement. . , :
. I'may say, Senator, that on the advice of the Senate we are asking
for Iegtslat;on,rga;llizfor only -18 months, until Octaber 1965, for the
offective period of the bill which is before you, and that will give the
Senate, the Congress, the administration, a chance to review the work-
ings of the coffee agreement and see whether it is worthwhile- to con.
tinue with it. It isn’t a long period. _ f

I think in this present emergency we believe that it is clearly to
our interests to have the cooperative relationship which exists through
this agreement continue and that it will tend to lessen the abnormal
prices, So that I think the U.S. consumer’s hgve much to gain by

this agreemenp and if we were to abandon it at this time, the general
attitude toward the United States would, I think, be very adversely
affected.. Mr. Mann can tell you specifically about the Latin Ameri-
can_countries. They .produce:75 percent of the coffes and are most
affected. .. That is the area in the world which is most affected, al-
though coffee is SproducedmAfriqa andthe FarEast. = |

Mr. Mann. Senator, I would ljke to say that if we do not—if the

Senate does not act favorably on the enabling legislation, in my opin-
ion as the person responsible for Latin American affairs, the effect
in that area would be nothmﬁ short of calamitous. . There is no issue
affecting our relations with the area as a whole whi¢h 1s as important
asthisoneis. - .. .. . ... = RV o .

- Senator Wixrays. Well, I am not suggesting whether we should
should not, and I.fully respect your position and may or may not
agres with it' ultimately when we report. this legislation., The point
I am trying to make ig that the mere fact that the Senate ratified this
treaty in no way binds our committee of Congress or our Government
togg.o t this legislation, ... . G

r. HarrimraN, That 1s correct. S
Senator - WiLriams. That is the point I .am trying to establish.

Mr.Harriman: Thatiscorreet, . . . ..

- Senator WiLLiams, That was clearly stated in the letter which you
sent down to the Congress at the time this treaty was ratified when
you: stated that the executive .branch will not attempt to make. the
participation .of the agreement effective until implementing legisla-
tion is. approved by. the Congress. - It was clearly stated that we
would be a free agent to accept or reject this legislation on its merits
and the mere ratification of the treaty would. in no way be binding
on our part to subsequently approve this legislation. .~ - ., . =
.. Mr, Harriman. I understood that was theunderstanciing at the
time. ' :
Senator WiLriass. Should it be rejected, it will in no way be a
regudiatipn of any gmviouslymadeagneemen‘t.‘- .

fr. HarrimaN, I understood that the Senators were told at that
time, that our participation. in the treaty wouldn’t;be effective without
 the implementing legislation.. It was goped, and it was the intention
of the State Department not to sign the treaty without implementing
leg;i.aiat.mn,-, Unfortunately events which were not within the State
Department’s control mads it impossible for the, Senate to-give con- -
sifleration to this legislation prior,to the date when we hagd to either
cut, fish, or.go ashore, 1o 0 S tar e
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Senator, WiLLiaxs, Have you signed the treaty ¢ e

Mr. HARRIMAN, It \vus s1ghed ) Deéembel 27 W]ucl \\ &?“4‘ d';'i,ys
before the eadlme

"Senator WitL1ads. 1’ ilotice tlmt you state tfmt if Cohgl ess #il§ to
approve this and if s d result prices rise, théy wotild not ‘b aeting
in tlll{e spirit of the. agreement which is to seek’ sta‘bxhtfy in the éoﬂee
market,

Now, do I ‘understand that the purpose of tliis ticaty and this agllee
ment from the standpoint of the State Department was to stabilize
the prices of coffee, that is, raise them above'the level at. wluéh they
were when yon negotiated the treaty?..

Mr. HArrizaN. No. There was ng’ éommltment of tlmt khki ;Iﬁhe
commitment as I understand it——

Senator Wn.mus I didn’t ask if there was.a commxtment I said
was that your purpose

Mr. Harrisman. To see ‘that the prices dldn't g0 lo“el than the
general level § revallm in1962.

Senator Wirtiaas. How muchi does a 1 cent Tise in the prloé of
coffes mean to the cor ‘;sumers of theworld?

Mr. Hargnsian, Well, I have some date here. 1 thmk that, 1 celit—
our figures here show tlmt a 1-cent rise s\ou]d be ‘abouit 5 cents a mont'h
to the average family, (

?lenabor WiLLiAMS. How ‘mifch would tlmt be'in’ doi]ars, about $7O
million¥

Mr. Hagriizan. No. This is to ah a\ emge famiiy of four m thé
United States, ..

Mr. JACOBSON. The added ,¢ost to the ¢ consumers ot the' worla Sana-
tor, for a 1-cent rise in prlce is roughiy $60 to $70 mxlllon _For' each
1- cent rise in price, .

Senator ILLIAMS. That as my uuderstandmg We wele told
when the treaty. was ore the.committee that each 1- oent rise mqant
about $70 million ext ra for the consumers, « . . ... o

Mr ‘JacopsoN. That is right. ’ -

ﬁ nator- WiLLiams, Now, the Umted States uses about 52 pewent
of the coffes, is that not correct e * ‘

Mr. JacossoN. Thatisright, ' ‘

Senator "'WirLiams. Therefore, how . much does each 1- cent, nsa in
the price, of coffee mean' to. ge const rs of Amerxca? 4

-Mr. JACOBSON. Roughly$3 to $35 m } ion. L

‘Senator WiLLtams. And the price o coffee has gone up how much
since the ratification of thisfreaty? = -

r, JAconsoN,, We haye to average. all ooliee but let us say roughly
10to 12 cents's pound: ;

Senator WirLians, Then how. much does i;hat mean the prlce -of
coﬁ%e has risen to the consumers of America smce the- t;‘eaty WhS
ratified : ,;f
ir.. JAQOBSON. Roughly $350 to $400 mﬂhpq at an: ammal ra o
Senator M8, $350, to, $400 million o;g that. th ,gonﬁmne
are paying tod T’}han hey were, pnor to ratift ication of, the, trqggy. B 8
un erst&m the State Depar{ment—, - iy ay

ARRIMAN. ‘Senator, may I: pomé out that ﬁmve been talkmg
about. mﬁpoxt pmg@. . The .mtall prxpea don’b neeessqr;ly ﬂuctna )
exqctly,t esameast Q;—;—— e e e e s 11 Gl

]
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. Senator WirLtads., You have been in business long enough to—-

Mr. Harriman, As the import and wholesale prices do.

Senator Wirriams, Certainly, Mr. Harriman, no one is more fa-
miliar with the free enterprise system than you are and you are well
aware of the fact that any price increase in the wholesale level ulti-
mately is reflected in the consumer price. So the fact that these prices
have as yet not. been passed on to the consumers does not mean that
they will not. pay ;
Mr. Harrivan. Certainly.

Senator Wirrrams. In the end.
Mr. HarriaaN, Certainly, But they don’t—as you look at the fig-
ures they don't necessarily fluctuate exactly in accordance with the

spot. market. _ , :

Senafor Wniiams, But by the same token, when the market starts
downward retail prices are slow in reflecting the downward price.

Mr. HArriMAN. Right. '

- Senator Wirrianms, So in the long run the answer is exactly the
same.

Now, then, I understand in answer to the question carlier, you
agreed that. the rise in tlié price of coffee since the ratification of this
treaty last August is costing thé Americdn consumers now arotind $350
to $400 million more than 1t was costing prior thereto; is that correct ?

' Mr. Jaconsox. Senator, the answer in purely mathematical térms is
just as you have given it, but the point is it is not. the agreement which
1as caused this inerefise in price. ' ‘

Senator Wirriayms, That was not my (};_lestion. I am juist speaking
of fhe statistical facts, tliit the'pricé of coffee——

Mr. JAcon&oN. Yes, sir. '

genamr Wirriams. It is costing around $350 to $400 million move
today. ‘

I\Ig’."JAcon‘sou. That is right. At import value, and I think our
trade can tell you at retail value it'has been somewhat less so far than
might. seem—— . o

Sentitor Wirizass. Yes; but the price, whenever it decliiies, will
have the same lag in the retail prices at that time.

Mur. JacoBson. Right. S

Senator Wirrrams. So that is merely postponing the cost.

Now, it is expected, as T understand by the State Department, that
there will be possibly another at.least 4-cetit ¥ise in the retail price; is
that right.? |

Mr. Jaconson. Well, T don’t—I suspect that the retail price will
rise anotheir few cents a potind to'catch up with the growth in the cost
of imported coffee ; that is right, sir. ,

“Senstor WiLriams. 'Are you expecting any further rise in the whole-
sale ptrice of coffee? ' -

Mr. Jaconson, That is foing to depend on what happens in Brazil
in the future. 'We would liope ptices won't go'higher in Brazil. T
had the'pleasure 6f discussing ‘this matter with: the Brazilians and
Colombians and others in thie meeting in London recently. They'
agreed that the rapid runup in price was undesirable for coﬂ{e‘e. And
they —— o o, ‘

- Sehator WirtrAss, But if thdt 4 cadts—if there is an additional
4 cents in the price of coffee, it would mean anothéi ltindred million
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dollars added to the consumer cost here in Amerien, would it not?
Approximately ? L

B]Ir. JaconsoNn. Well, yes, it would be roughly $100 million. That is
right. , :

Senator WirLiaas. And this ——

My, Mannx. If there is. : :

Mr. Jacosson. If there is. That is the way the Senator posed the
question, . o

Senator WirLiaas. I understand that, although T understand from
the Department and administration they are expecting this 4 cente
increase. But nevertheless this extra cost which yon say is now around
$350 to $400 million to the consmmer will possibly have another addi-
tional $100 million added to the price of coffee for the consumers. Is
this in the American consumers’ interest and do you think they should
be alp yweciative of this increase in cost of coffee? .., G

Myr. HarrimaN. Senator, I would like to go over those figures again.
I understand the total import of coffee was about a billion dollars
Inst year. SN S

Mvr. Jaconson. That is right. . T

Mr. HarrimaN. So a 10-percent increase means $100 million more.

Senator Wirriams. Well you are -still getting. back ‘to -the same
answer. The price hns increased 14 cents. Lo .

Mr. HarriyaN. I want to state —— , P U

Senator WirLiams. Coffee has increased fourteen cents since the
treaty was ratified. L G e

Mr. Harrivan. T want to state it is the judgment of the industry,
the judgment of the State Depurtment, that this treaty. his agvee-
ment on coffee, had nothing to do with that:rise,.. That would have
happened anyway and there is some indication that it might have
risen substantially higher than it alren !y has, sir. So that this is not
the cause. This is a phenomenon which has. happened, and had
nothing to do with the treaty. ‘I'hoze negotiating the treaty had noth-
ing to do with the climactic conditions and the devastating fires that
took place in Brazil. R L

Senator WiLrrasms. I understand that to a large extent the rise in
coffee is a _result of natural causes, but is it not. also true that nature
moved in and did for you what ypu had intended to do anyway?

Mr. Harriman. Idon't think thatisso. = . e

Senator WirLrLiams. It was the intention of those negotiating this
trea&y to stabilize the prices and to move them higher, and T under-
stood you to say in answer to an earlier question that you thought
40 to 45 cents was a realistic price. This definitely was a'plan to raise
the price of coffee. In fact, the whole purpose of this treaty was to
: ;‘aise the price of coffee above what you described as a low level of

ast year. : : S
. Ngw, if that is not the purpose of the treaty, then what is there in
thistreaty that would holditdownt -~ . . . . . .
- Mr. Harriman, The purpose of it, sir, was, ta. prevent the collapse
to a point where our friends and neighborg in.Latin, America yould

‘bankrupt or would be so desperately affected that:they would not

able to meet their intemat,iolf‘. obligations, « v iy it
Senator WirLrams, But it was & one-way rotecil_qx_;-, was it nott
There was nothing in there that would protect the price of toffee from

going to a dollar a pound, is there ?
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-~ Mr. Harripan, Yes, there is the provision that if prices go too
hi%h the quotas will be increased. ‘

"~ Senator Wirriams. Well, we could request an increase of quotas
but it would be possible under this agreement for a request for in-
creased quotas to be rejected. -

- Mr. Harriyan, I don’t think so. This agreetnent is not a one-way
street at all.. I think we have an enormous interest in the stability of
the world, the stability of those countries that produce for us. I know
I was very active in business for many years and we gave a great deal
of consideration in our relations iwith our suppliers to make sure
‘that they were able to continue to supply us. I think the same thing
i8 true'of the United States as a whole, that we make great efforts to
gee-that the producing countries are able to supply us with what we
‘néed, and if thisy go bankrupt, you are going to have very, very difficult
situations to deal with, ' : ‘

- Senator Wrrrraas. Iam not—- - -

-Mr. HARRIMAN. Of-all the subjects in my talks all' over the world
with the developing nations they have asked above all that we behave
as a responsible buyer, that we do not lénd ourselves to this feast and
famine, ‘In many cases a feast creates indigestion just ag & famine
‘does, and I-know of no single action ‘on the part of the U.S. Govern-
ment which can help to give the fred'people of the world & chance to
develop themselves in freedom than cooperation in stabilizing the
‘prices of the things thit we consume.

Novw, coffee was the first attempt. Of course, we did have an agree-
‘ment on wheat. ‘But'coffee was the first attémpt for a commodity
bf'il;rent importance to ‘the developing cotifitries, and if this fails, it
"will be & very great setback in’ouir relations with all’of the developing
‘countries. ' In terms of normal business practice; it is' important that
}wé protect suppliers. In'a world where there are conflicting forces,
‘there is no one thing that would do miore good to the Communist cause
thisn thiat the United Stdtes should fail to pay a decent price forour raw
fiaterials.: -~ ¢ A S

. Do you want to contribute to that, Mr, Mann? - - - o

- Mr. MANN: T woild simply like to add, Senator, that you:arefak-

‘iR the'tockbottom pricé over the— = - =+ 1 e
- Senator Wirriases. ‘T didn’t taks it. - You mentioned that situation.
- Mr. Mann. Over a period: of 19597to 1958 the average price was
~“aroutid 85 cents.  ‘That may be low; Senator; but beforé theie ‘was a
coffee agreement, the average pricd in'the 5'yéars béfore that was 61.6
‘eéhits. The.price today ig 48 cerits, ‘'We think 48 cents is too high:- But
“ifyou look, if you will'look at this over & spaii ‘'of years, the present
rice today is sometwhat higher than'it'wiig for the'last 5'years, but it
s substantially lowér than it tvas'5 years'bsfore that: ~And this is'the
fact I thi‘nk’_tiat is of crucial importance in this W—h‘"i thing. 'We
{on’t want to depiess prices atid push ti;gm‘dﬁ’sﬁi to the'loyest possible
poing and keep them there. ‘The purpéss of this agreemetit is to arpive
At R ‘-“Ord'e{'ly",i’iiéx‘lfeiin ;0 ,e;'lgfgtodﬁc&ﬁﬂ{ which is favorable both
‘tdthe constitner dnld to't 6 producér atid hi“cb‘iwill’stdbili%zé’tbié rice
'sémewliere’drdund 40 cents., Now, 'tgdb’isfcdhsi érably lower.” f1§ B
;Be slightly under that oi‘*‘slightl 2 bver: that/bécarise' wd havaineve
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My, Hagrrisran. May I say, sir, that the history has shown that where
these developing countries have a reasonable price for their products,
they are substantial buyers of American products of one type or an-
other. So that even though with a 4-cent rise we may pay $100 million
more, wo find that those countries do buy a certain amount of addi-
tional products, which is valuable to our economy as a whole.

I don’t know-who it is that will get that extra job but certainly some

beople will get extra jobs and some companies will make more profits
Lecause of an increased price to these producing countries, in addi-
tion to which they have loans to the private and })ublic institutions of
the United States and these increasing prices will tend to make those

loans good.

We have an interest in a stable economic world just as'we have an
interest in a stable American economy. ' ‘

Senator WiLL1ass., Both of you—— _

Mr. HarrneaN, We are no longer com‘p_letely isolated from the
world. We are affected by the welfare of almost every country in the
world, more or less, depen inﬁ on size. A o :

Senator Wrrrrans. Doest atComplete your statement ¢

Mr. Harriman, So that this isn’t all lost—the increase has been
sharper and much higher than had been expectéd. The expectation
was to hold the pricé from going lower in order to keép a stable eco-
nomic situation 1 'those countries that are affected by it, sir. I 'think
Senator, that there is nothing thit 'creates more enmity to the United
States or more misunderstanding of the Unitéd Statés than'iwhen
we buy produets‘at béelow cost and seé those coitntriés go biisted, bank-
rupt, and théir economic problems becoms greater and greater. That
is what happened iii the great depression. Many of us went through it
and saw it. And there is no single thinﬁ’ thé Upited States'can do
to help stabilize the economy’ of the world, to help the prosperity of
the world and help our‘own ‘prOSperity“thfmto make every effort to
give a-fair price to the prodicing countries and to liélp:in every wa
we can, to cooperate, to'maintain s stable’prices as we can. And this
agreement is a first ‘dttempt in that direction. o
" For us to back away would be looked upon as an unwillingness to
assuine out.responsibilities in the world. ST

‘T am sorry to be 50 definite but I aim 6t entirely ignorant nbout these
niatters and I have had long experience in'therh 4s a businessman. I
was an international binker during the ‘twenties, diiting the’ depres-
sion years, and I saw what happened and I have seen what has hap-
penedsince. -~ 7 o ST
I want to répeat again. ‘T know'of nothing:that we can ‘do to help
more the stability'bf the economic conditions of the world than to try
to understand the problems of the countries producing the raw ma-
terials on'which our country isdependent.”” -~ 7
_Senator WiLtiams., Have you'completed your statement? If so, I
wiait to congratulhte ‘you ofi' your statément ‘and 'I am not saying
whether I agree or disagree with it, but you didn’t’ answer my
-q“egtion‘_: P \ SRR . { AL e
‘ M’r.{ Harrisoy. Iam sorry, sityif Ididfi’t: I apologize. - ...
-+ Senator WitLiists. My qitestion vas this: I§ there Atiything in this
agreement whereby we alone can take any action if the price of coffee
goes to a dollar a pound or anything to prevent it?
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- Me. Jacossox. Senator, we have the right in the agreement to de-
mand of the producing countries that they agree to make coffee avail-
able through an increase in quotas which will assure us sipplies that
areat the right price. '

- Moreover, as_we said just a few weeks ago at the Coftee Council
meeting in London, in a very tight supply situation it is not enough
Just to increase guotas, You have to be willing to put your supplies
on the market, We said it categorically. All importing nations said
s0. And we had assurances from Brazil and we had assurances from
Colombis and we had assurances from other supplying countries that
they would do just that, that they would draw on their stocks, because
tliey said categorically that they recognized that failure to do'so would
drive up prices.  Higher prices would lead to more production. More
production would mean a collapse of prices later on and they did not
want this.

It was bad for them just as it was bad for us. Tt is that kind of
dinlog going on through the agreement which in my opinion is onr best
defense as an importing nation.

Mr. ILarridyian. May I say, sir, that the moral effect of this agree-
ment will be in my judgment a factor in holding the price below what
it would have gone to otherwise. ,

I want to point to the fact that in 1954, the Santos price went to
almnst ‘90 cents in some months and for the year the price averaged
78.7 cents. There was no agreement then. And it is that type of
high price that we want to try to avoid. '

“T"nfortunately, the producing countries realize that very frequently
a_ feast which causes indigestion has just as bad an effect on the
stability of their economy as too low prices. So that they are not——

Senator WiLLrams., Again——

Mr. Harriman. They are not going in my opinion to try to exploit
this situation. Many of the countries are working to try to hold the
situation in bounds. Our industry is represented here by the gentle-
men who are responsible for the National Coffee Association, who will
testify for the bill. They will explain in more detail than T can because
I am not a coffee merchant, though T have financed a lot of coffee
as n banker—John McKiernan, I understand, is going to appear before
your committee and explain why our importers ave for this agreement.

1 believe one of the reasons is that they believe they can have a movre
sti\b]e.supp]y, but,.in any event, I will ask that they speak for them-
selves. - :

Senator WiLLrass, I am not quarreling with what you are trying to
do and T may not support this legislation. I am trying to find out
what protection we have under this treaty. 1 am going to ask it
until it isanswered “yes” or “no.” ,

Is there anything in this agreement if we pass this legislation where-
by we as'a nation counld stop them from pushing the price of coftee
to a dollar a pound? Can we make them inerease their quotas if they
donotagiee? . : . o

Mr. Harriaan, I don’t think quotas can increase the coffee crop
in a given year.. I mean that we can affect—— L _

~Senator Wirriams. I did: not -ask that, Mr. Harriman, if I may
interrupt—— . S e : -
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M. Harrivan (continuing). The production situation. I think it
is fair to say that the agreement has a moral influence; the fact that
producers sit around the table is a moral effect, but there is no lan-
guage in the agreement except the increase in quotas, and tliere js no
use increasing quotas beyond the coffee that exists. Tf the coffee
doesn’t exist, there is nothing that can be done in a given year to
create it. ‘This ngreement doés not creite coffee. It attempts to put
the-coffee that is available on thie market in a manner which ‘ill'Help
stabilize the price. That is the objective—that is the technique which
this ugreement uses. T : : .

If theve is any other proposal that you have, sir, for better protec-
tion of our consumers, I am sure tliat we would be very glad'té have
any proposal and to discuss it.with the producing countries.

Senator Winrrams, Well, if they don’t understand what-you are
trying to say any better than T can, then they will have trouble,

I am going . back to my guestion agaii. ‘ ‘ L

My, Harrivan. We can exercise a veto on any reduction 'of quotas
which would hold available coffee off the market.- That is in-the
agreement. We can prevent increases ini' price which would conte from
the holding off the market of coffee which is there. On actions affect-
ing quotas the agrreement -provides for a two-thirds majority. vote, of
the producers and consumers acting separately. Thus; 3¢ nercent of
the consumer vote can veto any action in regard to fixing of quotas,

Now, we have 40 percent of the consuiiiérvote.” THe agreemént: pro-
vides-that. one country alone cannot exercise a veto. Taweter, )t/ is
unthinkable that if we have n good case we can’t get one of .the nuin-
ber of consnming countries to vote yith us. so that in fact we can veto
tlho holding off the market of available coffee if the produders try to
do it. o . _k"‘“’l',”’:ii.""‘_ ﬁ.l '. R ‘.'r ( "_;.":y“ “
y Senator Winnianms, T still don’t know whethér you saill “yes™ ' ol

110."' A e O U B : .- T : ol el oy

Now. what T am trying td-find out, Mr, Harriman—forgetting: for
the moment ‘this naturalidisaster,;which reduced the.stocks:of coffee,
but: assuming that.these countries all had surplus inventories.but the:
coffee was held back .in/those countries; is there anything.under this
treaty where we could insist: that they. release some of :t.lmt,.iiwen_tpyy
ﬁnd;"iinmmse the quotas if the: producing. countries themselves said

no ! gl B ynn

Now, T am just trying to get a simple answer “yes”-or ¥no.”; D [aybe
it doesn’t belong in there but cettainly either you.can or you.can't.

Mr. Maxx: :Senator; they cannot..; They are bound by certain voting
procedures and if they do that, it would be a violation of the agree-
ment.and we would leave the agreement.: . . < i -7 angona

Mr. Harriaran., We have:n 3-month-escape clause, -.:'i° ..., el

Senator WiLLiass: I uinderstand ybu can repudiste the agreement.

Mr. Manx~o T would' like to read - o statément: which. I think: s in
response to a question:you were asking;if-I mdy.- It isnot long. .~

Senator WiLrLiams. Idon’t want to tie up the committes, i ., - il i

Mr. ManN. You asked aboit the!provisions and L have.got:them
h}?re;"‘that'prdtecbthe 'econdumer; in -the ‘agreement.. -And I can;read
t is. .‘;.35‘:<=f)-‘13*l'ﬁ B R T RV PSS Y SO e 4

Senator Wirrrams. All right.
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. Mr.ManN (reading): - .., . ¢,

" Consumer protection against any unwarranted price increases-is assured by a
number. of specific provisions in the agreement, probably the, most important are
the provisions relating to the establishment and ‘adjustnient of export quotas.
Export quotas are intended to control the amount of coffee that may be made
avallable to thé market by the produdiny countries during a given period and thus
directly affect theprice. -~ - . ... S - o .

-The agreement proyldes that all decislons on the establishment and adjustment
of export quotas shall be taken by distributed two-third majority vote.” That is
to shy, a concurrént two-thirds majority of the importers and exporters voting
deparately. AN the United: States has 400 votes out of 1,000 votes held by the
importing countries, this in effect gives us a veto power over the decislons of the
Council. We would, to make the vote, effective, need only one other importing
country voting with us. The number of votes held by it would be of no con-
sequence a8 we alone have more than oxe-third, but it was felt desirable to pro-
vide that one country alone could not exercise the veto. - . ,
‘We cannot concelve of any situation .in:which the' United Stateg advocated a
veto where we could not persnade at least one other importer on the merits of
our position. 1In addition to the voting provisions of the agreement with regard
to export quotas, two other provisiong are noteworthy in that they specifically
recognize the undesirability of marked changes in coffee prices for whatever'ren-
soh and provide for corrective action-under voting procedures which are easler
to.attain than’the standard procedure of the distributed two-thirds majorlty.
- These two provisionsdre quoted below: ..+ . &~ .- =

All'members recognize that inarked price rises or falls occurring within brief
perlods unduly dlstort underlying:trends in price, cause grave concern to both
producers and consumers, and jeopardize the attainment of. the, objective of the
agreement. Accordingly, If such movement in general price levels occurs within
a: brief. period, members may request a meeting of the Council wlhich by dis-
tribated simple majority vote may revige the total levél of the quarterly export
qtiOfaSMeffect. TS e L. ' P Lo e
... Thatisparagraph5. Paragraph6é: -~ - - - . = -

1t thé Councll fihds that a sharp and unusual fncrease or decrease in general
level of the griceg, is due to artificlal manipulation of the coffee market through
agreements Among' Ifpotters of expotters o both, it dhall then decide by a sim-
ple majority vote on the corrective measures that should be applied to readjust
the total 1evel of the quarterly export quotasineffect. . . .. ' .. .

- Neow, 11l 6 thosé'provisions'relate to thé question of protecting tlie
eonstimer. "W hive kivery large vote because ive are a very largs
cohiuftier; and: we'are confident that if anybody tries to take advantage
?Sf HdAmdrican consumer; ive ¢an protect-him under this agreement.
i Serftor Wikiaaws! Then as T'understand it;the United States plus
oneconldvetoit. L 4
SOM HARKISAN, Yes, Bir - clonrio oo e i 0 0
Serntor Wirk1ams: But' the United States alone; assuming evéry-
body elss \was ujhinist us; could not>veto it; isn’t that-the answer?
“Aijt‘;JleﬁsqﬁﬁYBs;'l ot Sl o cwlo o ot Y b o
Senator WiLLians, Thank ryou. I wish you:had said that.a half
hour ago. That'is ‘the answer!to -my* question.’// .- 10w It i/
Jipe. Manw: ‘And as g/ practical miatter; we feel asstrongly about this,
Senatoj'as yolrdes thatitlie ‘consmerrget;4! fair shake.. . i/ 11/
Senator Wintirddss, (Irwdstmerely trying to getithe: procedure and
finally you havéigiverthe'answerol o Vool 2wy VC e
rhe' Chravrstate f 8enator:Dougladh irolis sl un'( o Y Al
hrSer:.tor! Dotaras.:Mr: Chai nn, Frwoulddiketo make fwo-prelim-
inary. comments before I indulge'in any questioning. b

.ili'f:i'f “!: R VR RN F A PR TNy
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First, I would like to say I have known the Under Secretary for
Political Affairs for many years, I think there is no American of his
eneration who has had the distinguished career which he has had in
usiness, finance, and in Bublic affairs. His long experience in various
branches of government both National and State, is unequalled by any
American, and it is a real pleasure as well as an honor I think to have
him here before us.

Mr, Harriyran. Thank you, sir.

Senator Doucras. I mean that most sincerelf'.

The second comment is really a request. If there has not already
been submitted for the record, 1 would appreciate it if the text of the
treaty could be printed in these hearings.- If the quotas granted to
each country would also be printed, if the bylaws of the international
coffee organization could be printed; if the provisions of Brazil, Colom-
bia, Nicaragua, Costa Rica, El Salvador, guatemala dealing with the
production and export of coffee could also be printed together with a
description of the various organizations of coffee producers and ex-
porters, commonly known as coffee cartels, this would be very helpful.

The Cuairamax. Without objection the material will be inserted in
the record when submitted by the State Department.

Senator Doucras. Now can that be done?

Mr. ManN. Yes, sir. Whatever information we have or can get we
will give you.

Senator Dougras. Can it be submitted for the record{

Mr, MANN. Yes,sir.

(The information referred to follows:)
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INTERNATIONAL COFFEE AGREEMENT, 1962
Preamble

The Governments Parties to this Agreement,

Recognizing the exceptional importance of coffee to the economies of many
countries which are largely dependent upon this commodity for their export
earnings and thus for the continuation of their development programmes in the
social and economic fields;

Considering that close international co-operation on coffee marketing wil}
stimulate the economic diversification and development of coffee-producing
countries and thus contribute to a strengthening of the political and economic
bonds between produceis and consumers;

Finding reason to expect a tendency toward persistent disequilibrium
between production and consumption, accumulation of burdensome stocks,
and pronounced fluctuations in prices, which can be harmful both to producers
and to consumers; and

Believing that, in the absence of international measures, this situation
cannot be corrected by normal market forces, o

Have agreed as follows:
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CHAPTER I--OBJECTIVES

ARTICLE 1
Objectives

The objectives of the Agrecment are:

(1) to achieve a reasonable balance between supply and demand on a
basis which will assure adequate supplies of coffee to consumers and markets
for coffee to producers at equitable prices, and which will bring about long-
term equilibrium between production and consumption;

(2) to alleviate the serious hardship caused by burdensome surpluses and
excessive fluctuations in the prices of coffee to the detriment of the interests
of both producers and consumers;

(3) to contribute to the development of productive resources and to the
promotion and maintenance of employment and income in the Member
countries, thereby helping to bring about fair wages, higher living standards,
and better working conditions;

(4) to assist in increasing the purchasing power of coffee-exporting
countries by keeping prices at equitable levels and by increasing consumption;

A (5) to encourage the consumption of coffee by every possible means; and

“(6) in general, in recognition of the relationship of the trade in coffee to
the economic stability of markets for industrial products, to further inter-
national co-operation in connexion with world coffee problems.

CHAPTER 1I—DEFINITIONS

ARTICLE 2
Definitions

For the purposes‘ of the Agreement:

(1) “ Coffee " means the beans and berries of the coffee tree, whether
parchment, green or roasted, and includes ground, decaffeinated, liquid and
soluble coffee. These terms shall have the following meaning:
(a) “green coffee” means all coffee in the naked bean form before
roasting; .

(b) * coffee berries ” means the complete fruit of the coffee tree; to find
the equivalent of coffee berries to green coffee, multiply the net weight
of the dried coffee berries by 0-50;

(¢) “ parchment coffee” means the green coffec bean contained in the
parchment skin; to find the equivalent of parchment coffee to green
coffee, multiply the net weight of the parchment coffec by 0-80;

(d) “ roasted coffee” means green coffee roasted to any degree and
includes ground coffee; to find the equivalent of roasted coffee to green
coffee, multiply the net weight of roasted coffee by 1'19;

o

-
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(e) “ decaffeinated coffee” means green, roasted or soluble coffee from
which caffein has béen extracted; to find the equivalent of decaffeinated
coffee to green coffee, multiply the net weight of the decaffeinated
coffee in green, roasted or soluble form by 1:00, 1:19 or 3:00,
respectively;

(f) “ liquid coffee ” means the water-soluble solids derived from roasted
coffee and put into liquid form; to find the equivalent of liquid to green
coffee, multiply the net weight of the dried coffee solids contained in
the liquid coffee by 3:00;

(g) “ soluble coffee” means the dried water-soluble solids derived from
roasted coffee; to find the equivalent of soluble coffee to green coffee,
multiply the net weight of the soluble coffee by 3:00.

(2) “Bag" means 60 kilogrammes or 132:276 pounds of green coffee;
“ton” means a metric ton of 1,000 kilogrammes or 2,204-6 pounds; and
*“ pound ” means 453-597 grammes.

(3) “ Coffee year " means the period of one year, from 1 October through
30 September; and ‘first coffee year” means the coffee year beginning
1 October, 1962.

(4) ‘* Export of Coffee " means, except as otherwise provided in Article 38,
any shipment of coffee which leaves the territory of the country where the
coffee was grown.

(5) * Organization”, * Council” and “ Board" mean, respectively, the
International Coffee Organization, the International Coffee Council, and the
Executive Board established under Article 7 of the Agreement.

~ (6) “ Member ” means a Contracting Party; a dependent territory or terri-
tories in respect of which separate Membership has been declared under
Article 4; or two or more Contractjng Parties or dependent territories, or
both, which participate in the Organization as a Member group under
Article 5 or 6.

m- Expomng Member " or * exporting country ’ means a Member or
country, respectively, which is a net exporter of coffee; that is, whose exports
exceed its imports.

(8) “ Importing Member ” or * importing country ” means a Member or
country, respectively, which is a net importer of coffee; that is, whose imports
exceed its exports.

(9) * Producing Member ” or * producmg country ’ means a Member or
country, respectively, which grows coffee in commercially significant quantities.

(10) “ Distributed simple majority vote " means a majority of the votes cast
by exporting Members present and voting, and a majority of the votes cast by
importing Members present and voting, counted separately.

(11) “ Distributed two-thirds majority vote " means a two-thirds majority
of the votes cast by exporting Members present and voting and a two-thirds
majority of the votes cast by importing Members present and voting, counted
separately.

(12) “ Entry into force” means, except where the context otherwise
requires, the date on which the Agreement first enters into force, whether
provisionally or definitively.
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CHAPTER H1--MEMBERSHIP

ARTICLE 3
Membership in the Organization

Each Contracting Par(y. together with those of its dependent territories to
which the Agreement is extended under paragraph (1) of Article 67, shall
constitute a single Member of the Organization, except as otherwise provided
under Article 4, 5 or 6. .

ARTICLE 4
Separate Membership in Respect of Dependent Territories

Any Contracting Party which is a net importer of coffee may, at any time,
by appropriate notification in accordance with paragraph (2) of Article 67,
declare that it is participating in the Organization separately with respect to
any of its dependent territories which are net exporters of coffee and which it
designates. In such case, the metropolitan territory and its non-designated
dependent territories will have a single Membership, and its designated
dependent territories, either individually or collectively as the notification
indicates, will have separate Membership.

ARTICLE §
Group Membership upon Joining the Organization

(1) Two or more Contracting Parties which are net exporters of coffee may,
by appropnate notification to the Secretary General of the United Nations
at the time of deposit of their respechve insthiments of ratification or accessnon.
and to the Council at its first session, declare that they are joining the
Organization as a Member group. A dependent territory to which the Agree-
ment has been extended under paragraph (1) of Article 67 may constitute
part of such a Member group if the Government of the State responsible for
its international relations has given appropriate notification thereof under
paragraph (2) of Article 67. Such Contracting Parties and dependent terri-
tories must satisfy the following conditions:

(a) they shall declare their willingness to accept responsxblhty for group
obligations in an individual as well as a group capacity;

(b) they shall subsequently provide sufficient evidence to the Council that
the group has the organization necessary to implement a common
coffee policy, and that they have the means of complying, together
with the other parties to the group, with their obligations under the
Agreement; and

(c) they shall subsequently provide evidence to the Council either:

(i) that they have been recognized as a group in a previous interna-
tional coffee agreement; or
(ii) that they have:
(a) a common or co-ordinated commercial and economic policy
in relation to coffee, and
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(b) a co-ordinated monetary and financial policy, as well as the
organs necessary for implementing such a policy, so that the
Council is satisfied that the Member group can comply with
the spirit of group membership and the group obligations
involved.

(2)4The Member group shall constitute a single Member of the Organi-
zation, except that each party to the group shall be treated as if it were a
single Member as regards all matters arising under the following provisions:

(a) Chapters XI and XII;
(b) Articles 10, 11 and 19 of Chapter 1V; and
(¢) Article 70 of Chapter XIX.

(3) The Contracting Parties and dependent territories joining as a Member
group shall specify the Government or organization which will represent them
in the Council as regards all matters arising under the Agreement other than
those specified in paragraph (2) of this Article.

(4) The Member group’s voting rights shall be as follows:

(a) the Member group shall have the same number of basic votes as a single
Member country joining the Organization in an individual capacity.
These basic votes shall be attributed to and exercised by the Govern-
ment or organization representing the group;

(b) in the event of a vote on any matters arising under provisions specified
in paragraph (2) of this'Article, the parties to the Member group may
exercise separately the votes attributed to them by the provisions of
paragraph (3) of Article 12 as if each were an individual Member of the
Organization, except for the basic votes, which shall remain attributable
only to the Government or organization representing the group.

(5) Any Contracting Party or dependent territory which is a party to a
Member group may, by notification to the Council, withdraw fror that group
and become a separate Member. Such withdrawal shall take effect upon
receipt of the notification by the Council. In' case of such withdrawal from
a group, or in case a party to a group ceases, by withdrawal from the Organi-
zation or otherwise, to be such a party, the remaining parties to the group
may apply to the Council to maintain the group, and the group shall continue
to exist unless the Council disapproves the application. If the Member group
is dissolved, each former party to the group will become a separate Member.
A Member which has ceased to be a party to a group may not, as long as the
Agreement remains in force, again become a party to a group.

- ARTICLB 6
Subsequent Group Membership

Two or more exporting Members may, at any time after the Agreement
has entered into force with respect to them, apply to the Council té form a
Member group. The Council shall approve the application if it finds that
the Members have made a declaratnon. and have provlded evidence, satisfying
the tequirements of paragraph (1) of Article 5. Upon such approval, the
Member group shall ‘be subject to thé provisxons of paragraphs (2), (3), (4)
and (5) of that Article. e
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CHAPTER IV—ORGANIZATION AND ADMINISTRATION

ARTICLE 7
Establishment, Seat and Structure of the International Coffee Organization

(1) The International Coffee Organization is hereby established to
administer the provisions of the Agreement and to supervise its operation.

(2) The seat of the Organization shall be in London.

(3) The Organisation shall function through the International Coffee
Council, its Executive Board, its Executive Director, and its staff.

ARTICLE 8
Composition of the International Coffee Council

(1) The highest authority of the Organization shall be the International
Coffee Council, which shall consist of all the Members of the Organization.

(2) Each Member shall be represented on the Council by a representative
and one or more alternates. A Member may also designate one or more
advisers to accompany its representative or alternates.

ARTICLE 9
Powers and Functions of the Council

(1) All powers specifically conferred by the Agreement shall be vested
in the Council, which shall have the powers and perform the functions
- necessary to carry out the provisions of the Agreement.

(2) The Council shall, by a distributed two-thirds majority vote, establish
such rules and regulations, including its own rules of procedure and the

financial and staff regulations of the Organization, as are necessary to carry

out the provisions of the Agreement and are consistent therewith. The
Council may, in its rules of procedure, provide a procedure whereby it may,
without meeting, decide specific questions.

(3) The Council shall also keep such records as are required to perform
its functions under the Agreement and such other records as it considers

desirable, and shall publish an annual repert.

ArTICLE 10
Election of the Chairman and Vice-Chairmen of the Council

(I) The Council shall elect, for each coffee year, a Chairman and a first,
a second and a third Vice-Chairman.

(2) As a general rule, the Chairman and the first Vice-Chairman shall
both be elected either from among the representatives of exporting Members,
or from among the representatives of importing Members, and the second
and the third Vice-Chairmen shall be elected from representatives of the
other category of Members; these offices shall alternate each coffee year
between the two categories of Members.

2 Maga gt RS m pe s
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(3) Neither the Chairman nor any Vice-Chairman acting as Chairman shall
have the right to vote. His alternate will in such case exercise the Member's
voting rights.

ARrTICLE 11
Sessions of the Council

As a general rule, the Council shall hold regular sessions twice a year.
It may hold special sessions if it so decides. Special sessions shall also be
held when either the Executive Board, or any five Members, or a Member or
Members having at least 200 votes so request. Notice of sessions shall be
given at least thirty days in advance, except in cases of emergency. Sessions
sh:ll be held at the seat oi the Organization, unless the Council decides
otherwise.

ARTICLE 12
Votes

(1) The exporting Members shall together hold 1,000 votes and the
importing Members shall together hold 1,000 votes, distributed within each
category of Members—that is, exporting and importing Members, respectively
—as provided in the following paragraphs of this Article.

(2) Each Member shall have five basic votes, provided that the total number
of basic votes within each category of Members does not exceed 150. Should
there be more than thirty exporting Members or more than thirty importing
Members, the number of basic votes for each Member within that category of
Members shall be adjusted so as to keep the number of basic votes for each
category of Members within the maximum of 150.

(3) The remaining votes of exporting Members shall be divided among
those Members in proportion to their respective basic export quotas, except
that in the event of a vote on any matter arising under the provisions specified
in paragraph (2) of Article 5, the remaining votes of a Member group shall be
divided among the parties to that group in proportion to their respective
participation in the basic export quota of the Member group.

(4) The remaining votes of importing Members shall be divided among
those Members in proportion to the average volume of their respective coffee
imports in the preceding three-year period.

(5) The distribution of votes shall be determined by the Council at the
beginning of each coffee year, and shall remain in effect during that year,
except as provided in paragraph (6) of this Article.

(6) The Council shall provide for the redistribution of votes in accordance
with this Article whenever there is a change in the Membership of the
Organization, or if the voting rights of a Member are suspended or regained
under the provisions of Article 25, 45 or 61,

(7) No Member shall hold more than 400 votes.
(8) There shall be no fractional votes.
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ARTICLE 13
Voting Procedure of the Council

(1) Each representative shall be entitled to cast the number of votes held
by the Member represented by him, and cannot divide its votes. He may,
however, cast differently from such votes any votes which he exercises
pursuant to paragraph (2) of this Article.

(2) Any exporting Member may authorize any other exporting Member,
and any importing Member may authorize any other importing Member, to
represent its interests and to cxercise its right to vote at any meeting or
meetings of the Council. The limitation provided for in paragraph (7) of
Article 12 shall not apply in this case.

ARTICLE 14
Decisions of the Coun_cil

(1) All decisions of the Council shall be taken, and all recommendations
shall be made, by a distributed simple majority vote unless otherwise provided
in the Agreement.

(2) The following procedure shall apply with respect to any action by the
Council which under the Agreement requires a distributed two-thirds majority
vote: )

(a) if a distributed two-thirds majority vote is not obtained because of the
negative vote of three or less exporting or three or less importing
Members, the proposal shall, if the Council so decides by a majority
of the Members present and by a distributed simple majority vote, be
put to a vote again within 48 hours;

(b) if a distributed two-thirds majority vote is again not obtained because
of the negative vote of two or less importing or two or less exporting
Members, the proposal shall, if the Council so decides by the majority
of the Members present and: by a distributed simple majority vote, be
put to a vote again within 24 hours;

(c) if a distributed two-thirds majority vote is not obtained in the third
vote because of the negative vote of one exporting Member or one
importing Member, the proposal shall be considered adopted;

(d) if the Council fails to put a proposal to a further vote, it shall be
considered rejected.

(3) The Members undertake to accept as binding all decisions of the
Council under the provisions of the Agreement.

ARTICLE 15
Composition of the Board

(1) The Executive Board shall consist of seven exporting Members and
seven importing Members, elected for each coffee year in accordance with
Article 16. Members may be re-elected.
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(2) Bach Member of the Board shall appoint one representative and one
or more alternates.

(3) The Chairman of the Board shall be appointed by the Council for
each coffec year and may be re-appointed. He shall not have the right to
vote. If a representative is appointed Chairman, his alternate will have the
right to vote in his place.

(4) The Board shall normally meet at thé seat of the Organization, but
may meet elsewhere.

ARTICLE 16 . '
Election of the Board

(1) The exporting and the importing Members on the Board shall be
elected in the Council by the exporting and the importing Members of the
Organisation respectively. The election within each category shall be held
in accordance with the following paragraphs of this Article.

(2) BEach Member shall cast all the votes to which it is entitled under
Article 12 for a single candidate. A Member may cast for another candidate
any votes which it exercises pursuant to paragraph (2) of Article 13.

(3) The seven candidates receiving the largest number of votes shall be
elected; however, no candidate shall be elected on the first ballot unless it
receives at least 75 votes.

(4) If under the provisions of paragraph (3) of this Article less than
seven candidates are elected on the first ballot, further ballots shall be held
in which only Members who did not vote for any of the candidates elected
shall have the right to vote. In each further ballot, the minimum number of
votes required for election shall be successively diminished by five until
seven candidates are elected.

(5) Any Member who did not vote for any of the Members elected shall
assign its votes to one of them, subject to paragraphs (6) and (7) of this Article.

(6) A Member shall be deemed to have received the number of votes
originally cast for it when it was elected and, in addition, the number of votes
assigned to it, provided that the total number of votes shall not exceed 499
for any Member elected.

(7) If the votes deemed received by an elected Member would otherwise
exceed 499, Members which voted for or assigned their votes to such elected
Member shall arrange among themselves for one or more of them to withdraw
their votes from that Member and assign or reassign them to another elected
Member so that the votes received by each elected Member shall not exceed
the limit of 499.

ArTiCLE 17
Competence of the Board

(1) The Board shall be responsible to and work under the general direction
of the Council.

(2) The Council may, by a distributed simple majority vote, delegate to
the Board the exercise of any or all of its powers, other than the following:

(a) annual distribution of votes under paragraph (5) of Article 12;
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(b) approval of the administrative budget and assessment of contributions
under Article 24;

(¢) determination of quotas under the Agreement;

(d) imposition of enforcement measures other than those whose application
is automatic;

(e) suspension of the voting rights of a Member under Article 45 or 61;

(f) determination of individual country and world production goals under
Article 48;

(9) establishment of a policy relative to stocks under Article 51;

(h) waiver of the obligations of a Member under Article 60;

(9 decision of disputes under Article 61;

(]) establishment of conditions for accession under Article 65;

(k) a decision to require the withdrawal of a Member under Amcle 69;
() extension or termination of the Agreement under Article 71; and
(m) recommendation of amendments to Members under Article 73.

(3) The Council may at any time, by a distributed simple majority vote,
revoke any delegation of powers to the Board.

ARTICLE 18
Voting Procedure of the Board

(1) Bach member of the Board shall be entitled to cast the number of
votes received by it under the provisions of paragraphs (6) and (7) of Atrticle 16.
Voting by proxy shall not be allowed. A member may not spht its votes.

) Any action taken by the Board shall require the same majority as
such action would require if taken by the Council.

ARTICLE 19
Quorum for the Council and the Board

(1) The quoram' for any meeting of the Council shall be the presence
of a majority of the Members representing a distributéd two-thirds majority
of the total votes. If there is no quorum on the day appointed for the
opcmng of any Council session, or if in the course of any Council session
there is no quorum at three successive meetings, the Council shall be convened
seven days later; at that time and throughout the remainder of that session
the quorum shall be the presence of a majority of the Members representing a
distributed simple majority of the votes. Representation in accordance with
paragraph (2) of Article 13 shall be considered as presence.

@ The quorum for any meeting of the ‘Board shall be the preserice of a
majority of the members representing a distnbuted two- thlrds majority of the
total votes.
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ARTICLE 20
The Executive Director and the Staff

(1) The Council shall appoint the Executive Director on the
recommendation of the Board. The terms of appointment of the Executive
Director shall be established by the Council and shall be comparable to those
applying to corresponding officials of similar inter-governmental organizations.

(2) The Executive Director shall be the chief administrative officer of
the Organization and shall be responsible for the performance of any duties
devolving upon him in the administration of the Agreement.

(3) The Executive Director sha)l appoint the staff in accordance with
regulations established by the Council.

(4) Neither the Executive Director nor any member of the staff shall have
any financial interest in the coffee industry, coffee trade, or coffee transportation.

(5) In the performance of their duties, the Executive Director and the
staff shall not seek or receive instructions from any Member or from any
other authority external to the Organisation. They shall refrain from any
action which might reflect on their position as international officials responsible
only to the Organization. EBach Member undertakes to respect the exclusively
international character of the responsibilities of the Executive Director
and the staff and not to seek to influence them in the discharge of their
responsibilities. ‘

ARTICLE 21
Co-opération with other Organizations

The Council may make whatever arrangements are desirable for
consultation and co-operation with the United Nations and its specialized
agencies and with other appropriate inter<governmental organizations. The
Council may invite these organizations and any organizations concerned with
coffee to send observers to its’ meetings. .

CHAPTER V—PRIVILEGES AND IMMUNITIES

ARTICLR 22
Privileges and Immunities

(1) The Organization shall have in the territory of each Member, to the
extent consistent with its laws, such legal capacity as may be necessary for
the exercise of its functions under the Agreement.

(2) The Government of the United Kingdom of Great Britain and
Northern Ireland shall grant exemption from taxation on the salaries paid by
the Organization to its employees, except that such exemption need not apply
to nationals of that country. It shall also grant exémption from taxation on
the assets, income and other property of the Organisation,
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CHAPTER VI—FINANCE

ARTICLE 23
Finance

(1) The expenses of delegations to the Council, representatives on the
Board, and representatives on any of the committees of the Council or the
Board shall be met by their respective Governments.

(2) The other expenses necessary for the administration of the
Agreement shall be met by annual contributions from the Members assessed in
accordance with Article 24.

(3) The financial year of the Organization shall be the same as the coffee
year.

ARTICLE 24
Determination of the Budget and Assessment of Contributions

(1) During the second half of each financial year, the Council shall
approve the administrative budget of the Organization for the following
financial year, and shall assess the contribution of each Member to that
budget.

(2) The contribution of each Member to the budget for each financial year
shall be in the proportion which the number of its votes at the time the
budget for that financial year is approved bears to the total votes of all the
Members. However, if there is any change in the distribution of votes among
Members in accordance with the provisions of paragraph (5) of Article 12 at
the beginning of the financial year for which contributions are assessed, such
contributions shall be correspondingly adjusted for that year. In determining
contributions, the votes of each Member shall be calculated without regard to
the suspension of any Member's voting rights or any redistribution of votes
resulting therefrom.

(3) The initial contribution of any Member joining the Organization after
the entry into force of the Agreement shall be assessed by the Council on
the basis of the number of votes to be held by it and the period remaining in
the current financial year, but the assessments made upon other Members for
the current financial year shall not be altered.

(4) If the Agreement comes into force more than eight months before
the beginning of the first full financial year of the Organization, the Council
shall at its first session approve an administrative budget covering only the
period up to the commencement of the first full financial year. Otherwise the
first administrative budget shall cover both the initial period and the first
full financial year.

ARTICLE 25

Payment of Contributions

(1) Contributions to the administrative budget for each financial year
shall be payable in freely convertible currency, and shall become due on the
first day of that financial year.
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(2) If any Member fails to pay its full contribution to the administrative
budget within six months of the date on which the contribution is due, both
its voting rights in the Council and its right to have its votes cast in the Board
shall be suspended until such contribution has been paid. However, unless
the Council so decides by a distributed two-thirds majority vote, such Member
shall not be deprived of any of its other rights nor relieved of any of its
obligations under the Agreement.

(3) Any Member whose voting rights have been suspended, either under
paragraph (2) of this Article or under Article 45 or 61, shall nevertheless
remain responsible for the payment of its contribution.

ARTICLE 26
Audit and Publication of Accounts

As soon as possible after the close of each financial year, an independently
audited statement of the Organization’s receipts and expenditures during that
financial year shall be presented to the Council for approval and publication.

CHAPTER VII-REGULATION OF EXPORTS

ARTICLE 27
General Undertakings by Members

(1) The Members undertake to conduct their trade policy so that the
_objectives set forth in Article 1 and, in particular, paragraph (4) of that
Article, may be achieved. They agcee on the desirability of operating the
Agreement in a manner such that the real income derived from the export
of coffee could be progressively increased so as to make it consonant with their
needs for foreign exchange to support their programmes for social and
economic progress.

(2) To attain these purposes through the fixing of quotas as provided
for in this, Chapter and in other ways carrying out the provisions of the
Agreement, the Members agree on the necessity of assuring that the general
level of coffee prices does not decline below the general level of such prices in
1962. '

(3) The Members further agree on the desirability of assuring to
consumers prices which are equitable and which will not hamper a desirable
increase in consumption.

ARTICLE 28
Basic Export Quotas

(1) For the first three coffee years, beginning on 1 October 1962, the
exporting countries listed in Annex A shall have the basic export quotas
specified in that Annex.

(2) During the last six months of the coffee year ending 30 September
1965, the Council shall review the basic export quotas specified in Annex A

20-282 0—64—y4
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in order to adjust them to general market conditions. The Council may then
révise such quotas by a distributed two-thirds majority vote; if not fevised, the
basic export quotas specified in Annex A_shall remain in effect.

ARTICLE 29
Quota of a Member Group

Where two or more countries listed in Annex A form a Member group in
accordance with Article 5, the basic export quotas specified for those countries
in Annex A shall be added together and the combined total treated as a single
quota for the purposes of this Chapter,

ARTICLE 30
Fixing of Annual Export Quotas

(1) At least 30 days before the beginning of each coffee year the Council
shall adopt by a two-thirds majority vote an estimate of total world imports
for the following coffee year and an estimate of probable exports from non-
member countries. :

(2) In the light of these estimates the Council shall forthwith fix annual
export quotas which shall be the same percentage for all exporting Members
of the basic export quotas specified in Annex A. For the first coffee year
this percentage is fixed at 99, subject to the provisions of Article 32.

ARTICLE 31
Fixing of Quarterly Export Quotas .

(1) Immediately following the fixing of the annual export quotas the
Council shall fix quarterly export quotas for each exporting Member for"the
purpose of keeping supply in reasonable balance with estimated demand
throughout the coffee year. ‘

" (2) These quotas shall be, as nearly as possible, 25 per cent of the annual
export quota of each Member during the coffee year. No Member shall be
allowed to export more than 30 per cent in the first quarter, 60 per cent in the
first two quarters, and 80 per cent in the first three quarters of the coffee year.
If exports from-any Member in one quarter are less than its quota for that
quarter, the outstanding balance shall be added to its quota for the following
quarter of that coffee year.

ARTICLE 32
Adjustment of Annual Export Quotas

If market conditions so require, the Council may review the quota situation
and may vary the percentage of basic export quotas fixed under paragraph (2)
of Article 30. In so doing, the Council shall have regard to any likely
shortfalls by Members. : .
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ARTICLE 33
Notification of Shortfalls

(1) Exporting Members undertake to notify the Council at the end of the
cighth month of the coffee year, and at such later dates as the Council may
request, whether they have sufficient coffee available to export the full amount
of their quota for that year.

(2) The Council shall take into account these notifications in determining
whether or not to adjust the level of - export quotas in accordance wnh
Article 32,

ARTICLE 34 .
Ad]ustment of Quarterly Export 'Qt'lolas

(1) The Council shall in the circumstances set out in this Article vary
the quarterly export quotas fixed for each Member under paragraph (1) of
Aricle 31.

(2) If the Council varies the annual export quotas as provnded in
Atticle 32, then the change in that annual quota shall be reflected in the
quotas for the current and’ remaming quarters, or the remaining quarters. of

the coffee year.

-(3) Apart from the adjustment” provided for in the’ preceding paragtaph
the Council may, if it finds the market situation so requires, make adjustmeénts
among the cyrrent and remaining quarterly export quotas for the same coffee
year, wuhout however, altering the annual export quotas, . -

. (4) If on account of exceptional circumstances an exporting Member
considers that the limitations provided in paragraph (2) of Article 31 would be
likely to cause serious harm to its economy, the Council may, at the request
of that Member, take appropriate action under Article 60. The Member
concerned must furnish ‘evidence of harm and provide adéquate guarantees
concernlng the maintenance of price stability. The Council shall not, however,
in any event, authorize a Member o export more than 35 per cent of its annual
export quota in the first quarter, 65 per cent in_the first two quarters, and
85 per cent in the first three quarters of the coffee year..

"(5) All Members réco nise that marked’ price rises or falls occumng ‘within
brief periods miay unduly distort underlying trends in price, cause grave
concern to both producers and consuimets, and jeopardize the attainmient of
lhe objectives of the Agreement. . Accordingly, if such movements in: gcneral
price levels occur within brief periods, Members may request a meeting of
the Council which, by distributed slmple majority vote, may revise the total
level of the quarterly export quotas in effect.

(6) If the Council finds that a shar and unusual increase or decrease in
the general level of prices 1 due to attificial manipulation of the cofiee market
through agreements among importers or exporters or both, it shall then decide
by a simple majority vote on what corrective measures should be applied
to readjust the total level of the quarterly export quotas in effect. ,
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ARTICLE 35
Procedure for Adjusting Export Quotas

(1) Annual export quotas shall be fixad and adjusted by altering the basic
export quota of each Member by the same percentage.”

(2) General changes in all quarterly export quotas, made pursuant to
paragraphs (2), (3), (5) and (6) of Acticle 34, shall be applied pro rata to
individual quarterly export quotas in accordance with appropriate rules
established by the Council. Such rules shall take account of the different
percentages of annual export quotas which the different Members have
exported or are entitled to export in each quarter of the coffee year.

(3) All decisions by the Council on the fixing and adjustment of annual
and quarterly export quotas under Articles 30, 31, 32 and 34 shall be taken,
unless otherwise provided, by a distributed two-thirds majority vote.

ARTICLE 36
Compliance with Export Quotas

(1) Exporting Members subject to quotas shall adopt the measures
required to ensure full compliance with all provisions of the Agreement
relating to quotas. The Council may request such Members to adopt
additional measures for the effective implementation of the quota system
provided for in the Agreement.

(2) Exporting Members shall not exceed the annual and quarterly export
quotas allocated to'them,

(3) If an exporting Member exceeds its quota for any quarter, the Council
_ shall deduct from one or more of its future quotas a total amount equal to
that excess.

(4) If an exporting Member for the second time while the Agreement
remains in force oxceeds its quarterly quota, the Council shall deduct from
one or more of its future quotas a total amount equal to twice that excess.

(5) If an exportlng Member for a third or subsequent time while the
Agreement remains in force exceeds its quarterly quota, the Council shall
make the same deduction as provided in paragraph (4) of this Article, and
in addition the Council may take action in accordance with Article 69 to
require the withdrawal of such a Member from the Organization.

(6) The deductions in quotas provided in paragraphs (3), (4) and (5) of
this Article shall be made by the Council as soon as it receives the necessary
information.

ARTICLE 37
Transitional Quota Provisions

(1) Bxports of coffee after 1 October 1962 shall be charged against the
annual export quota of the exporting country concerned at such time as the
Agreement enters into force in respect of that country.
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(2) If the Agreement enters into force after 1 October 1962, the Council
shall, during its first session, make such modifications as may be necessary in
the procedure for the fixing of annual and quarterly export quotas in respect of
the coffee year in which the Agreement enters into force,

ARTICLE 38
Shipments of Coffee from Dependent Territories

(1) Subject to paragraph (2) of this Article, the shipment of coffee from
any of the dependent territories of a Member to its metropolitan territory or to
another of its dependent territories for domestic consumption therein or in any
other of its dependent territories shall not be considered as the export of
coffee, and shall not be subject to any export quota limitations, provided that
the Member concerned enters into arrangements satisfactory to the Council
with respect to the control of re-exports and such other matters as the Council
may determine to be related to the operation of the Agreement and which
arise out of the special relationship between the metropolitan territory of
the Member and its dependent territories.

(2) The trade in coffec belween a Member and any of its dependent
territories which, in accordance with Article 4 or §, is a separate Member of
the Organization or a party to a Member group, shall however be treated,
for the purposes of the Agreement, as the export of coffee.

ARTICLE 39
Exporting Members not Subject to Quotas

(1) Any exporting Member whose average annual exports of coffee for the
preceding three-year period were less than 25,000 bags shall not be subject to
the quota provisions of the Agreement, so long as its exports remain less than
that quantity.

(2) Any Trust Territory administered under a trusteeship agreement with
the United Nations whose annual exports to countries other than the
Administerihg Authority do not exceed 100,000 bags shall not be subject to
the quota provisions of the Agreement, so long as its exports do not exceed
that quantity,

ARTICLB 40
Exports not Charged to Quotas

(1) In order to facilitate the increase of coffee consumption in certain
areas of the world having a low per capita consumption and considerable
potential for expansion, exports to countries listed in Annex B shall not,
subject to the provisions of sub-paragraph (f) of this paragraph, be charged
to quotas. The Council, at the beginning of the second full coffee year after
the Agreement enters into force, and annually thereafter, shall review the list
with a view to determining whether any country or countries should be
deleted from it, and may, if it so decides, delete any such country or countries.
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In connexion with exports to the countries listed in Annex B, the provisions
of the following sub-paragraphs shall be applicable:

(a) At its first session, and thereafter whenever it deems necessary, the
Council shall prepare an estimate of imports for internal consumption
by the countries listed in Annex B, after reviewing the results obtained
in the previous year with regard to the increase of coffee consumption
in those countries and taking into account the probable effect of
promotion campaigns and trade arrangements. Exporting Members
shall not in the aggregate export to the countries listed in Annex B
~more than the quantity set by the Council, and for that purpose the
Council shall keep those Members informed of current exports to
such ‘countries. Exporting Members shall inform the Council not
later than thirty days after the end of each month of all exports made
to each of the countries listed in Annex B during that month.

(b) Members shall supply such statistics and other information as the
. Council may require to assist it in controlling the flow of coffee
to countries listed in Annex B and its consumption therein.

(c) Exporting Members shall endeavour to renegotiate existing trade
agreements as soon as possible in order to include in them provisions
preventing re-exports of coffee from the countries listed in Annex B
to other markets. Exporting Members shall “also include such
provisions in all new trade agreements and in all new sales contracts
not covered by trade agreements, whether such contracts are negotiated
with private traders or with government organizations.

(d) In order to maintain control at all times of exports to countries
listed in Annex B, the Council may decide upon further precautionary
steps, such as requiring coffee bags destined to those countries to be
specially marked and requiting that the exporting Members receive
from such countries banking and contractual guarantees to prevent
re-exportation to countries not listed in Annex B. ' The Council may,
whenever it deems necessary, engage the services of an internationally
recognized world-wide organization to investigate irregularities in,

- or to verify exports to, countries listed in Annex B. The Council
shall call any possible irregularity to the attention of the Members.

(¢) The Council shall annually prepare a comprehenéive report on the
results obtained in the development of coffee markets in the countries
listed in Annex B. '

(f) If coffee exported by a Member to a country listed in Annex B is
re-exported to any country not listed in Annex-B, the Council shall
charge the corresponding amount to the quota of that exporting
Member.. Should there again be a re-exportation from the same
country listed in Annex B, the Council shall investigate the case, and
unless it finds extenuating circumstances, may at any time delete that
country from Annex B. : -

(2) Bxports of coffee beans as raw mateﬁal for industrial processing for
any purposes other than human consumption as a beverage or foodstuft
shall not be charged to quotas, provided that the Council is satisfied from
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information supplied by the exporting Member that the coffee beans are in
fact used for such other purposes.

(3) The Council may, upon application by an exporting Member, decide
that coffee exports made by that Member for humanitarian or other non-
commercial purposes shall not be charged to its quota.

ARTICLE 41
Assurance of Supplies

In addition to ensuring that the total supplies of coffee are in accordance
with estimated world imports, the Council shall seek to ensure that supplies
of the types of coffee that consumers require are available to them. To
achieve this objective, the Cotincil may, by a distributed two-thirds majomy
vote, declde to use whatever methods it conslders practicable.

~ ARTICLE 42 A
Regional and Inter-regional Price Arrangements

(1) Regional and inter-regional price arrangeménts among exporting
Members shall ‘be consistent with the-general objectives of the ‘Agreement,
and shall be registered with the Council. Such arrangements shall take into
account the interests of both producers and- consumers and the ‘objectives
of the Agreement. Any Member of the Orgenization which considers that
any of these arrangements are likely to lead to results not -in accordance
with the objectives of the Agreement may request that the Council discuss
them with the Members concerned at its riext session.

(2) In consultation with Members and with any regional orgamzation to
which they belong, the Council may recommend a scale of price differentials
for various grades and quahues of coffee which Members should strive to
achieve through their pricing policies.

(3) Should sharp price fluctuations occur within brief perxods in respect
of those grades and qualities of coffee for which a scale of price differentials
has been adopted as the result of reccommendations made under paragraph: (2)
of this Article, the Council may recommend appropriate measure$ to correct
the situation.

ARTICLE 43
Survey of Market Trends

The Council shall keep under constant. survey the trends of the coffee
market with a view to recommending price policies, taking into consideration
the results achieved through the quota mechanism of the Agreement.
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CHAPTER VIII—CERTIFICATES OF ORIGIN AND RE-EXPORT

ARTICLE 44
Certificates of Origin and Re-export

(1) Every export of coffee from any Member in whose territory that
coffee has been grown shall be accompanied by a certificate of origin modelled
on the form set forth in Annex C, issued by a qualified agency chosen by that
Member. Each such Member shall determine the number of copies of the
certificate it will require and each copy shall bear a serial number. The
original of the certificate shall accompany the documents of export, and a
copy shall be furnished to the Organization by that Member. The Council
shall, either directly or through an internationally recognized world-wide
organization, verify the certificates of origin, so that at any time it will
be able to ascertain the quantities of coffee which have been exported by
each Member.

(2) Every re-export of coffee from a Member shall be accompanied by a
certificate of re-export issued by a qualified agency chosen by that Member,
in such form as the Council may determine, certifying that the coffee in
question was imported in accordance with the provisions of the Agreement,
and, if appropriate, containing a reference to the certificate or certificates of
origin under which that coffee was imported. The original of the certificate
of re-export shall accompany the documents of re-export, and a copy shall
be furnished to the Organization by the re-exporting Member.
~ (3) Each Member shall notify the Organization of the agency or agencies
designated by it to perform the functions specified in paragraphs (1) and (2)
of this Article. The Council may at any time, for cause, declare certification
by a parcticular agency unacceptable to it.

(4) Members shall render periodic reports to the Organization concerning
imports of coffee, in such form and at such intervals as the Council shall
determine. .

(5) The provisions of paragraph (1) of this Article shall be put into
effect not later than three months after the entry into force of the Agreement.
The provisions of paragraph (2) shall be put into effect at such time as the
Council shall decide. .

(6) After the respective dates provided for under paragraph (5) of this
Article, each Member shall prohibit the entry of any shipment of coffee from
any other Member which is not accompanied by a certificate of origin or a
certificate of re-export.

CHAPTER IX—REGULATION OF IMPORTS

ARTICLE 45
Reguiation of Imports

(1) In order to prevent non-member exporting countries from increasing
their exports at the expense of Members, the following provisions shall apply
with respect to imports of coffee by Members from non-member countries.
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(2) If three months after the Agreement enters into force, or at any
time thereafter, the Members of the Organization represent less than
95 per cent of world exports in the calendar year 1961, each Member shall,
subject to paragraphs (4) and (5) of this Article, limit its total annual
imports from non-member countries as a group to a quantity not in excess of
its average annual imports from those countries as a group during the last
three years prior to the entry into force of the Agreement for which statistics
are available. However, if the Council so decides, the application of such
limitations may be deferred.

(3) If at any time the Council, on the basis of information received,
finds that exports from non-member countries as a group are disturbing the
exports of Members, it may, notwithstanding the fact that the Members of the
Organization represent 95 per cent or more of world exports in the calendar
year 1961, decide that the limitations of paragraph (2) shall be applied.

(4) If the Council’s estimate of world imports adopted under Article 30
for any coffee year is less than its estimate of world imports for the first
full coffee year after the Agreement enters into force, the quantity which each
Member may import from non-member countries as a group under the
provisions of paragraph (2) shall be reduced by the same proportion.

(5) The Council may annually recommend additional limitations on
imports from non-member countries if it finds such limitations necessary in
order to further the purposes of the Agreement,.

(6) Within one month from the date on which limitations are applied under
this Article, each Member shall inform the Council of the quantity of its
permissible annual imports from non-member countries as a group.

(7) The obligations of the preceding paragraphs of this Article shall not
derogate from any conflicting bilateral or multilateral obligations which
importing Members have entered into with non-member countries before
1 August 1962; provided that any importing Member which has such
conflicting obligations shall carry them out in such a way as to minimize the
conflict with the obligations of the preceding paragraphs, take steps as soon
as possible to bring its obligations into harmony with those paragraphs, and
inform the Councit of the details of the conflicting obligations and of the steps
taken to minimize or eliminate the confiict.

(8) If an importing Member fails to comply with the provisions of this
Article, the Council may, by a distributed two-thirds majority vote, suspend
both its voting rights in the Council dnd its right to have its votes cast in the
Board.

CHAPTER X—INCREASE OF CONSUMPTION

ARTICLE 46
Promotion

(1) The Council shall sponsor a continuing programme for promoting the
consumption of coffee. The size and cost of this programme shall be subject
to periodic review and approval by the Council. The importing Members
will have no obligation as respects the financing of this programme.
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(2) If the Council after study of the question so decides, it shall establish
within the framework of the Board a separate committee of the Organization,
to be known as the World Coffee Promotion Committce.

(3) If the World Coffee Promotion Committee is established, the following
provisions shali apply:

(a) The Committee’s rules, in particular those regarding membership,
organization, and financial affairs, shall be determined by the Council.
Membership in the Committee shall be limited to Members which
contribute to the promotional programme established in paragraph (1)
of this Article.

(b) In carrying out its work, the Committee shall establish a technical
committee within each country in which a promotional campaign will
be conducted. Before a promotional campaign is inaugurated in any
Member country, the Committee shall advise the representative of that
Member in the Council of the Committee’s intention to conduct such a
campaign and shall obtain that Member's consent.

(c) The ordinary administrative expenses relating to the permanent staff
of the Committee, other than the costs of their travel for promotion
purposes, shall be charged to the administrative budget of the Organiza-
tion, and shall not be charged to the promotion funds of the Committee.

ARTICLE 47
Removal of Obstacles to Consumption

(1) The Members recognize the utmost importance of achieving the greatest
possible increase of coffee consumption as rapidly as possible, in particular
through the progressive removal of any obstacles which may hinder such
increase.

(2) The Members affirm their intention to promote full international
co-operation between all coffee exporting and importing countries.

(3) The Members recognize that there are presently in effect measures which
may to a greater or lesser extent hinder the increase in consumption of coffee,
in particular:

(a) import arrangements applicable to coffee, including preferential and
other tariffs, quotas, operations of Government import monopolies and
official purchasing agencies, and other administralive rules anq
commercial practices;

(b) export arrangements as regards direct or indirect subsidies and other
administrative rules and commercial practices; and

(c) internal trade conditions and domestic legal and administrative provi-
sions which may affect consumption.

(4) The Members recognize that certain Members have shown their concur-
rence with the objectives stated above by announcing their intention to
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reduce tariffs on coffee or by taking other action to remove obstacles to
increased consumption.

(5) The Members undertake, in the light of studies already carried out
and those to be carried out under the auspices of the Council or by other
competent international organizations, and of the Declaration adopted at the
Ministerial Meeting in Geneva on 30 November, 1961 :

(a) to investigate ways and means by which the obstacles to increased
trade and consumption referred to in paragraph (3) of this Article
could be progressively reduced and eventually, whenever possible,
eliminated, or by which their eflects could be substantially diminished;

(b) to inform the Council of the results of their investigation, so that the
Council can review, within the first eighteen months after the Agree-
ment enters into force, the information provided by Members concerning
the effect of these obstacles and, if appropriate, the measures planned
to reduce the obstacles or diminish their effects;

{c) to take into account the results of this review by the Council in the
adoption of domestic measures and in proposals for international action;
and

(d) to review at the session provided for in Article 72 the results achieved
by the Agreement and to examine the adoption of further measures
for the removal of such obstacles as may still stand in the way of
expansion of trade and consumption, taking into account the success
of the Agreement in increasing income of exporting Members and in
developing consumption.

(6) The Members undertake to study in the Council and in other
appropriate organizations any requests presented by Members whose
economies may be affected by the measures taken in accordance with this

rticle.

°  CHAPTER XI—PRODUCTION CONTROLS

ARTICLE 48
Production Goals

(1) The producing Members undertake to adjust the production of coffee
while the Agreement remains in force to the amount needed for domestic
consumption, exports, and stocks as specified in Chapter XII.

(2) Not later than one year after the Agreement enters into force, the
Council shall, in consultation with the producing Members, by a distributed
two-thirds majorily vote, recommend produchon goals for each of such
Members and for the world as a whole.

(3) Bach producing Member shall be entirely responsible for the policies
and procedures it applies to achieve these objectives.
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ARTICLB 49
Implementation of Production-Control Programmes

(1) Each producing Member shall periodically submit written reports to
the Council on the measures it has taken or is taking to achicve the objectives
of Arlicle 48, as well as on the concrete resulls obtained. At its first session
the Council shall, by a distributed two-thirds majority vote, establish a time-
table and procedures for the presentation and discussion of such reports.
Before making any observations or recommendations the Council will consult
with the Members concerned. )

(2) If the Council determines by a distributed two-thirds majority vote
cither that any producing Member has not, within a period of two years from
the entry into force of the Agreement, adopted a programme to adjust its
production to the goals recommended by the Council in accordance with
Article 48, or that any producing Member's programme is not effective, it
may by the same majority decide that such Member shall not enjoy any
quota increases which may result from the application of the Agreement.
The Council may by the same majority establish whatever procedures it
considers appropriate for the purpose of verifying that the provisions of
Arlicle 48 have been complied with.

(3) At such time as it considers appropriate, but in any event not later
than the review session provided for in Article 72, the Council may, by a
distributed two-thirds majority vote, in the light of the reports submitted
for its consideration by the producing Members in accordance with para-
graph (1) of this Article, revise the production goals recommended in
accordance with paragraph (2) of Article 48.

(4) In applying the provisions of this Article, the Council shall maintain
close contact with international, national and private organizations which
have an interest in or arc responsible for financing or, in general, assisting
the development plans of the primary producing countries.

ARTICLE 50
Co-operation of Tmporting Members

Recognizing the paramount importance of bringing the production of
coffec into reasonable balance with world demand, the imporling Members
undertake, consistently with their general policies regarding international
assistance, to co-operate with the producing Members in their plans for
limiting the production of coffee. Their assistance may be provided on a
technical, financial or other basis, and under bilateral, multilateral or regional
arrangements, to producing Members implementing the provisions of this
Chapter.
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CHAPTER XII—REGULATION OF STOCKS

ARTICLB 51
Policy Relative to Coffee Stocks

(1) At its first session the Council shall take measures to ascertain world
coffee stocks, pursuant to systems which it shall establish, and taking into
account the following points: quantity, countries of origin, location, quality,
and condition. The Members shall facilitate this survey.

(2) Not later than one year after the Agreement enters into force, the
Council shall, on the basis of the data thus obtained and in consultation with
the Members concerned, establish a policy relative to such stocks in order to
complement the recommendations provided for in Article 48 and thereby to
promote the attainment of the objectives of the Agreement.

(3) The producing Members shall endeavour by all means within their
power to implement the policy established by the Council.

(4) Each producing Member shall be entirely responsible for the measures
it applies to carry out the policy thus established by the Council.

ARTICLB 52
Implementation of Programmes for Regulation of Stocks

Each producing Member shall periodically submit written reports to the
Council on the measures it has taken or is taking to achieve the objectives
of Article 51, as well as on the concrete results obtained. At its first session,
the Council shall establish a time-table and procedures for the presentation
and discussion of such reports. Before making any observations or recom-
mendations, the Council shall consult with the Members concerned.

CHAPTER XIII—MISCELLANEOUS OBLIGATIONS OF MEMBERS

ARTICLE 53
Consultation and Co-operation with the Trade

(1) The Council shall encourage Members to seek the views of experts in
coﬂ‘eg malters.

(2) Members shall conduct their activities within the framework of the
Agreement in a manner consonant with the established channel$ of trade.

ARTICLE 54
Barter

In order to avoid jeopardizing the general price structure, Members shall
refrain from engaging in direct and individually linked barter transactions
involving the sale of coffee in the traditional markets.



b8 COFFEE

ARTICLE 55
Mixtures and Substitutes

Members shall not maintain any regulations requiring the mixing,
processing or using of other products with coffee for commercial resale as
coffee. Members shall endeavour to prohibit the sale and advertisement of
products under the name of coffee if such products contain less than the
equivalent of 90 per cent green coffee as the basic raw material.

CHAPTER XIV—SEASONAL FINANCING

ARTICLB 56
Seasonal Financing

(1) The Council shall, upon the request of any Member who is also a
party to any bilateral, multilateral, regional or inter-regional agreement in
the field of seasonal financing, examine such agreement with a view to verifying
its compatibility with the obligations of the Agreement.

(2) The Council may make recommendations to Members with a view to
resolving any conflict of obligations which might arise.

(3) The Council may, on the basis of information obtained. from the
Members concerned, and if it deems appropriate and suitable, make general
recommendations with a view to assisting Members which are in need of
seasonal financing.

CHAPTER XV—INTERNATIONAL COFFEE FUND

ARTICLE 57
International Coffee Fund

(1) The Council may establish an International Coffee IFund. The Fund
shall be used to further the objective of limiting the production of coffee in
order to bring it into reasonable balance with demand for coffee, and to assist
in the achievement of the other objectives of the Agreement.

(2) Contributions to the Fund shall be voluntary.

(3) The decision by the Council to establish the Fund and the adoption of
guiding principles to govern its administration shall be taken by a distributed
two-thirds majority vote.
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CHAPTER XVI--INFORMATION AND STUDIES

ARTICLE 58
Information

(1) The Organization shall act as a centre for the collection, exchange and
publication of:
(a) statistical information on world production, prices, exports and
imports, distribution and consumption of coffee; and

(b) in so far as is considered appropriate, technical information on the
cultivation, processing and utilization of coffee.

(2) The Council may require Members to furnish such information as it
considers necessary for its operations, including regular statistical reports on
coffee production, exports and imports, distribution, consumption, stocks and
taxation, but no information shall be published which might serve to identify
the operations of persons or companies producing, processing or marketing
coffee. The Members shall furnish information requested in as detailed
and accurate a manner as is practicable.

(3) If a Member fails to supply, or finds difficulty in supplying, within a
reasonable time, statistical and other information required by the Council
for the proper functioning of the Organization, the Council may require the
Member concerned to explain the reasons for non-compliance. If it is found
that technical assistance is needed in the matter, the Council may take any
necessary measures.

ARTICLE 59
Studies

(1) The Council may promote studies in the fields of the economics of
coffeec production and distribution, the impact of governmental measures in
producing and consuming countries on the production and consumption of
coffee, the opportunities for expansion of coffee consumption for traditional
and possible new uses, and the effects of the operation of the Agreement on
producers and consumers of coffee, including theit terms of trade. ‘

(2) The Organization shall continue, to the extent it considers necessary,
the studies and research previously undertaken by the Coffee Study Group,
and shall periodically carry out studies on trends and projections on coffee
production and consumption.

'(3) The Organization may study the practicability of prescribing minimum
standards for exports from Members who produce coffee. Recommendations
in this regard may be discussed by the Council.. .
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CHAPTER XVII-—-WAIVER

ARTICLE 60
Walver

(1) The Council may, by a two-thirds distributed majority vote, relieve a
Member of an obligation which, on account of exceptional or emergency
circumstances, force majeure, constitutional obligations, or international
obligations under the United Nations Charter(*) for territories administered
under the trusteeship system, either:

(a) constitutes a serious hardship;
(b) imposes an inequitable burden on such Member; or
(c) gives other Members an unfair or unreasonable advantage.

(2) The Council, in granting a waiver to a Member, shall state explicitly
the terms and conditions on which and the period for which the Member is
relieved of such obligation.

CHAPTER XVHI—-DISPUTES AND COMPLAINTS

ARTICLE 61
Disputes and Complaints

(1) Any dispute concerning the interpretation or application of the
Agrecment which is not settled by negotiation, shall, at the request of any
Member party to the dispute, be referred to the Council for decision.

(2) In any case where a dispute has been referred to the Council under
paragraph (1) of this Article, a majority of Members, or Members holding not
less than one-third of the total votes, may require the Council, after discussion,
to seek the opinion of the advisory panel referred to in paragraph (3) of this
Article on the issues in dispute before giving its decision.

(3) (a) Unless the Council unanimously agrees otherwise, the panel shall
consist of :

(i) two persons, one having wide experience in matters of the kind in
dispute and the other having legal standing and experience, nominated
by the exporting Members;

(ii) two such persons nominated by the importing Members; and

(iii) a chairman selected unanimously by the four persons nominated
under (i) and (ii), or, if they fail to agree, by the Chairman of the
Council.

(b) Persons from countries whose Governments are Contracting Parties

to this Agreement shall be eligible to serve on the advisory panel.

(c) Persons appointed to the advisory panel shall act in their personal

capacities and without instructions from any Government.

(d) The expenses of the advisory panel shall be paid by the Council.

(") * Trealy Series No. 67 (1946}, Cmd. 7015.
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(4) The opinion of the advisory panel and the reasons therefor shall be
submitted to the Council which, after considering all the relevant information,
shall decide the dispute.

(5) Any complaint that any Member has failed to fulfil its obligations
under the Agreement shall, at the request of the Member making the
complaint, be referred to the Council, which shall make a decision on the
matter.

(6) No Member shall be found to have committed a breach of its
obligations under the Agreement except by a distributed simple majority vote.
Any finding that a Member is in breach of the Agreement shall specify the
nature of the breach.

(7) If the Council finds that a Member has committed a breach of the
Agreement, it may, without prejudice to other enforcement measures provided
for in other articles of the Agreement, by a distributed two-thirds majority
vote, suspend that Member's voting right in the Council and its right to have
its votes cast in the Board until it fulfils its obligations, or the Council may
take action requiring compulsory withdrawal under Article 69.

CHAPTER XIX—FINAL PROVISIONS

ARTICLE 62
Signature

The Agreement shall be open for signature at United Nations Headquarters
until and including 30 November 1962 by any Government invited to the
United Nations Coffee Conference, 1962, and by the Government of any State
represented before independence as a dependent territory at that Conference.

ARTICLE 63
i Ratification

The Agreement shall be subject to ratificalion or acceptance by the
signatory Governments in accordance with their respective constitutional
procedures. Instruments of ratification or acceptance shall be deposited with
the Secretary-General of the United Nations not later than 31 December 1963.
Each Government depositing an instrument of ratification or acceptanceé shall,
at the time of such deposit, indicate whether it is joining the Organization as
an exporting Member or an importing Member, as defined in paragraphs (7)
and (8) of Article 2.

ARTICLE 64
Entry into Force

(1) The Agreement shall enter into force between those Governments
which have deposited instruments of ratification or acceptance when Govern-
ments representing at least twenty exporting countzies having at least 80 per

20-282 0—64—5
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cent of total exports in the year 1961, as specified in Annex D, and Govern-
ments representing at least ten importing countries having at least 80 per cent
of world imports in the same year, as specified in the same Annex, have
deposited such instruments. The Agreement shall enter into force for any
Govérnment  which subsequently deposits an instrument of ratification,
acceptance or accession on the date of such deposit.

(2) The Agreement may enter into force provisionally. For this purpose,
a notification by a signatory Government containing an undertaking to seek
ratification or acceptance in accordance with its constitutional procedures as
rapidly as possible, which is received by the Secretary-General of the United
Nations not later than 30 December 1963, shall be regarded as equal in effect
to an instrument of ratification or acceptance. It is understood that a
Government which gives such a notification will provisionally apply the
Agreement and be provisionally regarded as a party thereto until either it
deposits its instrument of ratification or acceptance or until 31 December
1963, whichever is earlier. : :

(3) The Secretary-Gc 'l of the United ‘Nations shall convene the first
session of the Council, ... be held in London within 30 days after the
Agreement enters into force.

(4) Whether or not the Agreement has provisionally entered into force
in accordance with paragraph (2) of this Article, if by 31 December 1963 it
has not definitively entered into force in accordance with paragraph (1), those
Governments which have by that date deposited instruments of ratification
or acceptance may consult together to consider what action the situation
requires, and may, by mutual consent, decide that it shall enter into force
among themselves.

ARTICLE 65
Accession

The Government of any State Member of the United Nations or of any of
its specialized agencies and any Government invited to the United Nations
Coffee Conference, 1962, may accede to ‘this- Agreement upon conditions that
shall be established by the Council. In establishing such conditions the
Council shall, if such country is not listed in Annex A, establish a basic
export quota for it. If such country is listed in Annex A, therespective
basic expott quota specified thetein shall' be the basic export quota’for that
c¢ountry unless the' Council decides otherwise by a ‘distributed two-thirds
majority vote.” Each Government depositing an instrument of accession shall,
at the time of such ‘deposit, indicate whether it is joining the Organization
as an exporting Member or ‘an impdttifig Member, as definéd ih paragraphs

(7) and (8) of Atticle 2.

ARTICLE' 66
o _ iRe&ensﬁom _ .
-.Reservations may not be made with respect to axiy of the provisions of
the Agreement. ' o : SRR SRR
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ARTICLE 67
Notifications in respect of Dependent Territories

(1) Any Government may, at the time of signature or deposit of an
instrument of acceptance, ratification or accession, or at any-time thereafter,
by notification to the Secretary-General of the United Nations, declare that
the Agreement shall extend to any of the territories for whose international
relations it is responsible, and the Agreement shall extend to the territories
named therein from the date of such notification.

(2) Any Contracting Party which desires to exercise its rights under
Atticle 4 in respect of any of its dependent territories, or which desires to
authorize one of its dependent territories to become part of a Member group
formed under Article 5 or 6, may do so by making a notification ‘to that effect
to the Secretary-General of the United Nations, either at the time of the
deposit of its instrument of ratification, acceptance or accession, or at any
later time.

(3) Any Contracting Party which has made a declaration under paragraph
(1) of this Article may at any time thereafter, by notification to the Secretary-
General of the United Nations, declare that the Agreement shall cease to
extend to the territory named in the notification, and the Agreement shall
cease to extend to such territory from the date of such notification.

(4) The Government of a territory to which the Agreement has been
extended under paragraph (1) of this Article and which has subsequently
become indcpendent may, within 90 days after the attainment of independence,
declare by notification to the Secretary-General of the United Nations that it
has assumed the rights and obligations of a Contracting Party to the Agree-
ment. It shall, as from the date of such notification, become a party to the
Agreement.

ARTICLB 68
Voluntary Withdrawal

No Contracting Party may give notice of voluntary withdrawal from the
Agreement before 30 September 1963. Thereafter, any Contracting Party may
withdraw from the Agreement at any time by giving a written notice of
withdrawal to the Secretary-General of the United Nations. Withdrawal shall
become effective 90 days after the notice is received.

ARTICLB 69
Compulsory Withdrawal

If the Council determines that any Member has failed to carry out its
obligations under the Agreement and that such failure significantly impairs
the operations of the Agreement, it may, by a distributed two-thirds majority
vote, require the withdrawal of such Member from the Organization. The
Council shall immediately notify the Secretary-General of the United Nations
of any such decision. Ninety days after the date of the Council’s decision,
that Member shall cease to be a Member of the Organization, and, if such
Member is a Contracting Party, a party to the Agreement.
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ARTICLB 70
Settlement of Accounts with Withdrawing Members

(1) The Council shall determine any settlement of accounts with a with-
drawing Member. The Organization shall retain any amounts already paid
by a withdrawing Member, and such Member shall remain bound to pay any
amounts due from it to the Organization at the time the withdrawal becomes
effective; provided, however, that in the case of a Contracting Party which is
unable to accept an amendment and consequently either withdraws or ceases
to participate in the Agreement under the provisions of paragraph (2) of
Article 73, the Council may determine any settlement of accounts which it
finds equitable.

(2) A Member which has withdrawn or which has ceased to pariicipate in
the Agreement shall not be entitled to any share of the proceeds of liquidation
or the other assets of the Organization upon termination of the Agreement
under Article 71.

ArTICLE 71
Duration and Termination

(1) The Agreement shall remain in force until the completion of the fifth
full coffee year after its cntry into force, unless extended under paragraph (2)
of this Article, or earlier terminated under paragraph (3).

(2) The Council, during the fifth full coffee year after the Agreement enters
into force, may, by vote of a majority of the Members having not less than
a distributed two-thirds majority of the total votes, either decide to renegotiate
the Agreement, or to extend it for such period as the Council shall determine.

(3) The Council may at any time, by vote of a majority of the Members
having not I=ss than a distributed two-thirds majority of the total votes, decide
to terminate the Agreement. Such termination shall take effect on such date
as the Council shall decide.

(4) Notwithstanding termination of the Agreement, the Council shall
remain in being for as long as necessary to carry out the liquidation of the
Organization, settlement of its accounts, and disposal of its assets, and shall
have during that period such powers and functions as may be necessary for
those purposes.

ARTICLE 72
Review

In order to review the Agreement, the Council shall hold a special session
during the last six months of the coffee year ending 30 September 1965.

ARTICLE 73
Amendment

(1) The Council may, by a distributed two-thirds majority vote, recommend
an amendment of the Agreement to the Contracting Parties. The amendment
shall become effective 100 days after the Secretary-General of the United
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Nations has received notifications of acceptance from Contracting Parties
representing at least 75 per cent of the exporting countries holding at least
85 per cent of the votes of the exporting Members, and from Contracting
Parties representing at least 75 per cent of the importing countries holding
at least 80 per cent of the votes of the importing Members. The Council
may fix a time within which each Contracting Party shall notify the Secretary-
General of the United Nations of its acceptance of the amendment, and, if
the amendment has not become effective by such time, it shall be considered
withdrawn. The Council shall provide the Secretary-General with the informa-
tion necessary to determine whether the amendment has become effective.

(2) Any Contracting Party, or any dependent territory which is either a
Member or a party to a Member group, on behalf of which notification of
acceptance of an amendment has not been made by the date on which such
amendment becomes effective, shall as of that date cease to participate in the
Agreement.

ARTICLE 74
Notifications by the Secretary-General

The Secretary-General of the United Nations shall notify all Governments
represented by delegates or observers at the United Nations Coffee Conference,
1962, and all other Governments of States Members of the United Nations
or of any of its specialized agencies, of each deposit of an instrument of
ratification, acceptance or accession, and of the dates on which the Agreement
comes provisionally and definitively into force. The Secretary-General of the
United Nations shall also notify all Contracting Parties of each notification
under Article 5, 67, 68 or 69; of the date to which the Agreement is extended
or on which it is terminated under Article 71; and of the date on which an
amendment becomes effective under Article 73.

IN wiTNESS WHEREOF the undersigned, having been duly authorized to
this effect by their respective Governments, have signed this Agreement on
the dates appearing opposite their signatures.

The texts of this Agreement in the English, French, Russian, Spanish and
Portuguese languages shall all be equally authentic. The originals shall be
deposited in the archives of the United Nations, and the Secretary-General of
the United Nations shall transmit certified copies thereof to each signatory
and acceding Government.

[Here follow the signatures)
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ANNEX A

_Basic Export Quotas
. ~ (60-kilogramme bags) 7
Brazil ... 18,000,000

Colombia 6,011,280
Costa Rica .950,000
Cuba . . 200,000

Dominican Republic (a) 425,000
Ecuador ... 552,000
El Salvador 1,429,500
' Guatemala 1,344,500

" Haiti (a) ... 420,000
Honduras . 285,000
Mexico ... 1,509,000
Nicaragua 419,100
Panama ... 26,000
Peru 580,000
Venezuela 475,000
Cameroun 762,795
Central African Republic 150,000
Congo (Brazzaville) ... 11,000
Dahomey 37,224
Gabon ... . .. 18,000
Ivory Coast 2,324,278
Malagasy Republic ... 828,828

- Togo ‘e 170,000
Kenya ... 516,835
Uganda ... 1,887,737
Tanganyika 435,458
Portugal - - .. - 2,188,648
Congo (Leopoldyville) (b) 700,000
Ethiopia ... - 850,000
India 360,000
Indonesia 1,176,000
Nigeria ... e e 18,000
Rwanda and Burundi (b) 340,000
Sierra Leone ... 65,000
Trinidad 44,000
Yemen ... 77,000

Grand Tofal ... .. .. 45,587,183

(a) The Republic of Haiti and the Dominican Republic shall be permitted to export 20 per
cent more than their respective adjusted basic quotas in the coffee year 1963-64. In no event,
however, shall such increases be taken into account for the purpose of calculating the
distribution of votes. In the review of the Agreement, provided for in Article 72, the
two-year production cycle in those countries shall be given special consideration.

(0) In the first coffee year, the Republic of the Congo (Leopoldville), after presentation
to the Council of acceptable evidence of an exportable production larger than 700,000 bags,
shall be authorized by the Council to export up to 900,000 bags. In the second and third
coffee years it is permitted to increase its coffee exports by an amount not to exceed 20 per
cent over those for the previous year. Afler presentation to the Council of acceptable
evidence of an exportable production larger than 340,000 bags, Rwanda and Burundi may be
authorized by the Council to export a combined total of up to 450,000 bags in the first coffee
year, 500,000 bags in the second coffe¢ year and 565,000 bags in the third coffee year. In
no event, however, shall the increases allowed those countries in the first three years be taken
into account for the purpose of calculating the distribution of votes.

T A L i T T e A R T L e R T R A
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Non-quota Countries of Destination, referred to in Article 40, Chapter Vil

The geographical areas below are non-quota countries for purposes of this

Agreement:

Bahrein

Basutoland
Bechuanaland

Ceylon

China (Taiwan)

China (mainland)
Federation of Rhodesia and Nyasaland
Hungary

Iran

Iraq

Japan

Jordan

Kuwait

Muscat and Oman
Oman

Philippines

Poland

Qatar

Republic of Kores
North Korea
Republic of Viet-Nam
North Viet-Nam
Romania

Saudi Arabia

Somalia

South-West Africa
Sudan

Swaziland

Thailand

Republic of South Africa
Union of Soviet Socialist Republics
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ANNEX C
Certificate of Origin

This certificate is made pursuant to the International Coffee Agreement.
A copy of this certificate must be submitted with export documents and
will be required for export (and import) clearance.

NO. corvivennn Cererrrisariaterastee Member ..ooovoviviiiiniiiinenee

(lo be cited in any (producing country)
future correspondence)

I hereby certify that the green, soluble, roasted, semi-roasted or other

coffee described below has been produced in .........oooiniinie, (producing
country).
pet S.S.: or other carrier
from: (name of port or other point
of embarkation)
to's (name of port or country
of final destination)
via:
on or about: (date)
Shipping Marks Total Weight
or other uantity e - Observations
identification (number of units)
Kg. 1bs.
Gross Gross
Green
Net Net
Gross Gross
Roasted or
Soluble Net Net

Other (specify)

---------- D R N Ry N PN Y P R PR TR T

Date ..o, Signature ......ooveniinnnnn
(Certifying Officer)

(Cerulying Agem'y)
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ANNBX D
List of Exports and Imports in 1961

1.—EXPORTS

(thousands of 60-kilogramme bags)

Counny Bags Per cent Couniry Bags Per cent

Bolivia .. gz 00 Liberia ..: 44 01
Brazil ... . 1691 392 Madagascar ... 651 i3
Bumndundeanda 397 0-9 Mauritenia . (a 00
Cameroun 391 1-4 Moexico .. e 1483 23S
CenmlAfﬁcmRepublic 121 03 Nieaugua o, 349 08
Ooom u . 5651 131 Nigeria ... ... () 0'0.
ot 1‘3"17) Do 13 Pammy o @ 29
ngo po ville . raguay '
Com 838 19 Peru 367 1-3
88 0-2 Portugal . 1976 48

49 01 Rwanda (see Burundi)
Domlnlcan Republic 327 o8 Leone ... 85 02
EBcuador ... - 381 09 Tanunyika 438 10
Bl Salvador ... . 1,430 33 1"l 04
Ethiopia 950  2-2 'n'inidad and Tobs 3 o1
Gabon ... R (1)) 00 Uni!chinsdom nya) $36 1-2
Ghana ... 28 01 Unled ingdom -
g&atemah l,%ga %g U Volt (Uganda) z.sos 3-2
nea ... . ' pper olta ... a 0

Halti ... M8 08 Venezuela 206 0-8‘
Honduras 200 O3 Yemen ... 80 02
b TOD o 13 provioe
lwom Const . L 2618 &0 Toul .. .. 43209 100:0
Jamaica ... w  {(a@) 00 — —

(a) Lets than 22,000 bags.

O
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II.—IMPORTS

(thousands of 60-kilogramme bags);

Country Bags Per cent Country Bags Per cemt
Afghanistan ... . (a) 0'8 ‘il.ug:mbou)rg(lncluded in

Albania ... w.  (a) 0- 1gium
Argentina 714 13 Mali . (@) 0-0
Australia 156 04 Mongolia (a) 00
Austria .., 218 05 Morocco. 129 0-3
Belgium ... ... .. 1,036 2:4 Nepa . (a 0-0
Bulgaria .. 60 01 Nelhcrlands o 1,147 2:6
Burma e (@ - 00 New Zealand 3s 01
Byelorussian SSR Niger ... .. w @ 00
(mcluded in USSR) Norway .. 450 10
Cambodia (a) 0:0 Pakistan ° {a; 00
Canada ...': - ... o LII9 2:6 Phihppinet a 00
Ceylon ... ... o (a) 00 Poland 0-2
Chad (a) 00 Rep ublic’ ol‘ Korea ... a) 00
ile 13 03 Republlc of Viet-Nam ... a) 00
China éa) 00 Romania a) 0-0
rus - a) 00 Saudi Arabna . (@) 0-0
echoslovakla 175 0-4 Senegal . ga)- . 00
Denmar 7271 17 Somalia . a) 00
Federal Repubhcof South Afnea 185 04
Germany 3,540  8-1. Spain ... 30 07
Federation of Malaya . 109 02 Sudan ... 14 03
Federation of Rhodwa Sweden ... o 1,295 3:0
and Nyasaland e (a) 00 Switzerland 541 1:2
Finland . v 638 1:§ ia ... 3l 01
France ...© ... .. 388 89 ailand 81 02
QGreece ... 132 .03 Tunisia ... 48 0:1
Hungary 39 0-1 Turkey .. 36 0-1
Iceland . 29 0-1 Ukraiman SSR (nncluded
Iran (a; 00 in USSR
Iraq {a 00 Union of Soviet Socaahst
lreland v a) 00 Republics ... n 0-9
Israel 74 02 Umted Arab Repubhc 70 02
Italy 1,753 4:0 United Kingdom 9718 2-3
Japan . 2 06 United States 464 517
Jordan . 23 01 Uruguay 45 01
Kuwait {a) 00 Yugoslavia 143 03
Laos a) 00 —_—
Lebanon 158 04 Total oo 43,393 100-0
Libya (a) 0-0 ——

(@) Less than 22,000 bags.
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International Coffee Organization, International C.ffee Councit, Third Session
(Special), Lo‘ndon, February 10-12, 1904

RULES OF THE INTERNATIONAL COFFEE ORGANIZATION

(Approved provisionally by the Council)
{Dzaft)

RULES OF THE INTERNATIONAL COFFEE ORGANIZATION
I. REPRESENTATION IN THE COUNOIL

" Rule 1—Designations by Membder Countries

In the case of Member Countrier, designations of all Representatives, Alter-
nates, and Advisers shnll be issued in writing by the Ministry of Foreign Affairs
or the Diplomatle Mission of the Member concerned efther in the country where
tho seat of the Organizatior !s located or where a seesion takes place. The
Ministry of Foreign Affairs or a Member Country may delegate the right of
designation or accreditation to any other Governmental agency of that country,
in which case the name of the designated Governmental agency must be commu-
nicated in writing to the Executive Director.

Rule 2—Designations by Member-Groups

Credentlals of the Representative, Alternates, and Advisers, of a Member-
Group shall be issued by the Government or Organizatlon which represents the
Member-Group or, if thera is no such Organization, by the Government which
represents the Member-Group, {n accordance with Rule 1.

Rule $—Reception of Communicalions

Each Member shall inform the Executive Director In the manner set forth in
Rules 1 and 2 of the name and address of the person, resident at the seat of
the Organization, to whom all motices and other communlcations should be sent.
Any notlce or communication forwarded to the person so designated shall be
deemed to have been delivered to the Member concerned. Whenever there {8 a
change in the person so designated, the Executive Director shall finmediately be
notified in writing.

Any notification made under this Rule to the person designated by the Govern-
ment or Organization which represents a Member-Group shall be deemed to have
been transmitted to all participants of the Member-Group.

Rule 4——Dcstgnahona to the Board

Each Member elected to the Executive Board shall, as early as possible after
the election fs held, inform the Fxecutive Director, in wtiting, of the name of
its Representative and Alternates, to the Board. Whenever the person or per-
sons designated to the Board is changed, the change shall be notified to the
Execative Director immediately.

Rule 5—Composition of Delegation

Each Member shall, as early as possible after recelving notification of a session
of the Councll, inform the Executive Director In writing of the name of its
Representative, Alternate, and Advisers. Such information should normally
be recefved not later than forty-clght hours before the opening of the session.
Names of the Representatives of the Members referred to in Rule 8 shall be
communicated to the Executive Director.

Rule 6—Working Group on Orcdentials

A Working Group on Credentials shall be appointed by the Chairman at the
beginning of cach session of the Council. It shall examine the Credentlals and
report without delay.
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Rule 7—Observers

The Council may invite the United Nations, its specialized agencles, any
appropriate intergovernmental organization, any Government eligible to attend
the United Nantions Coffee Conference, 1062, or all other Governments of
States member of the United Nations or of any of its specialized agencles to
send observers to Council sessions. Observers shall have no volce in the proceed-
ings of the Council except by invitation of the Council. They may upon invita.
tion from the Chairman of a Working Group of the Council attend particular

meetings of such Working Group.
Rule 8—Scating of Member-Groups

Member-Groups shall be allocated at the table as many seats, located together,
as there are participating countries within each Group. If there is an organi-
zation representing the Group. an additional seat shall be provided. Exeept as
provided in Article 5(2), each Member-Group shall have only one spokesman
who may relinquish the right to spenk to any one Alternate who will thus
become spokesman for the Member-Group.

II. THE CHAIRMAN AND THE VICE CHAIRMAN OF THE COUNCIL

Rule 9—Election

At the last regular session held in each coffee year the Council shall elect
a Chairman, a first, a second, and a third Vice Chairman for the following
coffee year. The term of office shall be for the duration of the coffee year.
However, the Chairmamr or Acting Chairman shall remain in office until his

successor assumes office.
Rule 10—Nominations

When the Chairman is to be elected from importing countries, a nomination
or nominations shall be made by the importing countries, and when the Chair-
man ix to be elected from the exporting countries, a nomination or nominations
shall be made by the exporting countries. A similar procedure shall be applied
for the election of the Vice Chairman.

Rule 11—Absence

If the Chairman of the Council is absent from a meeting or any part thereof,
his place shall be taken by one of the Vice Chalrmen in the order established
by the Council at the time of their election. A Vice Chairman acting as Chair-
man shall have the same powers and duties as the Chairman.

Rule 12—Incapacity

If the Chairman resigns or is incapacitated, his place shall be taken for the
remaining term of office by the first Vice Chairman. In the event both the
Chairman and the first Vice Chairman resign or are Incapacitated, the Council
shall elect a new Chairman and first Vice Chairman from among Representatives

of the same category of countries.
I11. SEssioNs OF THE COUNCIL
Rule 13—Conrocation

The Executive Director, on behalf of the Chairman of the Council, shall send
to each person designated under Rule 3 a written notification of the date of the
session of the Counecil together with the Draft Agenda. Such notification shall
be sent at least 30 days in advance, except in cases of emergency when, at the
discretion of the Chairman, a shorter but reasonable notice will be in order.

Rule 14—Agenda

The Draft Agenda for each session of the Council shall normally be prepared
by the Executive Board. The Agenda shall be approved by the Council at the
beginning of its first mmeeting of the session.
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Rule 15—Quorum

* The Executive Director, at each meeting of a session of the Council, shall ad-
vise the Chairman whether the quorum prescribed by Article 19(1) of the
Agreement is present and which Member, if any, is authorized to represent
another, in accordance with Article 13(2).

Rulie 16—Powers and Duties of the Chafrman During Meetings

In addition to exercising the powers conferred upon him elsewhere by these
rules, the Chairman shall announce the presence or lack of a quorum, declare the
openlng and closing of each meeting, direct the discussions at such meetings,
ensure observance of these rules, accord the right to speak, put questions to the
vote, and announce decisions. The Chairman may, in the course of the discus-
sion, propose a limit on the time to be allowed to speakers and of the number
of times each Representative may speak on any question, the closure of the
list of speakers, or the closure of the debate, He may, however, second the right
of reply to any Representative of a speech delivered after he has declared
the list closed makes this advisable. He may also propose the suspension or the
adjournment of the meeting, or the adjournment of the debate on the particular
subject or question under discussion,

Rule 1"—Other Prerogatives of the Chairman

The Chairman of the Council may attend any meeting of the Executive Board
and of any Working Group of the Council or of the Executive Board and take
part in their proceedings without vote.

Rule 18—DPermission To Speak

No speaker may address the Council without having previously obtained the
permission of the Chairman. The Chairman may call a speaker to order if
his remarks are not relevant to the subject under discussion.

Rule 19—Precedence To Speak

The Chairman and the rapporteurs of the Executive Board, and of Working
Groups of the Council may be accorded precedence for the purpose of explaining
the conclusions arrived at by the Executive Board or by their sub-Working
Groups. The Executive Director may also be accorded precedence for the pur-
pose of clarification in any matter.

Rule 20—Ad journment of the Debate

Any Representative may move the adjournment of the debate on the par-
ticular subject under discussion., In addition to the proposer of the motion, two
Representatives may speak in favour, and two against, after which the motion
shall immediately be put to the vote., The Chairman may limit the time to be
allowed to speakers under this rule.

Rule 21—0losure of the Debate

Any Representative may move the closure of the debate on the particular
subject under discussion, whether or not any other Representative has signified
his wish to speak. Permission to speak on the closure of the debate shall be
accorded only to two speakers, opposing the closure, after which the motion ghall
be Immediately put to the vote. The Chairman may Hmit the time to be allowed
to speakers under this rule,

Rule 22—Suspension or Adjournment of a Mceting

During the discussion of any matter, a Representative may move the suspen-
sion or the adjournment of the meeting. Such motions shall not be debated
but shall be immediately put to the vote.

Rule 23—O0rder of Precedence for Motions of Procedure

Motlons for recess or adjournment of the meeting, adjournment or closure of
the debate, and other motions of procedure, shall take precedence, in the
order mentioned, over any other motions or proposals.
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Rule 24—Proposals and Amendments

Proposals and amendments shail normeally be introduced in writing and
handed to the Executive Director, “who shall circulate coples to delegations.
As a general rule no proposal shall be discussed or put to the vote at any
meeting of the Council unless coples of it have been circulated to all delegations
not later than the day preceding the meeting. The Chairman may,.however,
permit the discussion and consideration of proposals, amendments, or motions
as to procedure, even though these amendments or motions have not been
circulated or have been circulated only on the same day.

Rule 25—3Motions on the Compcetenee of the Council

Any motion callluiz for a deciston as to the competence of the Council to
adopt a proposal submitted to it shall be put to the vote before a vote 18 taken
on the proposal in question.

Rule 26—Withdrawcal of a Motion

A motion may be withdrawn by its proposer at any time before voting on it
has commenced. A motion which has been withdrawn may be reintroduced by

any Representative.
Rule 27—Reconsideration of a Decision

When a proposal has been adopted or rejected it may not be reconsidered
unless the Council, by the same majorlty which was necessary for adoption of
the decision to be reconsidered. so decides. Permission to speak on the motion
of reconsideration shall be accorded only to two speakers opposing the motion
after which it shall be immediately put to the vote.

Rule 28—Point of Order

During the discussion of any matter a Representative may raise a point of
order and the point of order. shall be finmediately declded by the Chairman.
A Representative may appeal against any ruling of the Chairman. The appeal
ghall be immediately put to the vote and the Chairman’s ruling shall stand
unless overruled by the Council. A Representative rising to a point of order
may not speak on the substance of the matter under discussion.

Rule 29—Representation for Voling

A Member may authorize, or withdraw the authorization it has given to any
other Member to represent its interest and to exercise its right to vote at any
meeting or meetings of the Council by giving the Executive Director a written
statement to that effect issued by one of the persons or institution designated
in Rule 1 or 2 or issued by any person or Institution authorized to sign the cre-
dentlals under Rule 1 or 2. The Executive Director ghall notify the Council
of these statements and indicate the extent of authorization or withdrawal. He
shall also maintain a file of all of these statements which shall be open for
inspection by any Member, They will be deemed in order unless the Executive
Director or any Member ralses a question concerning them. Any question so
raised shall be submitted to the Executive Board for recommendation to the
Council as to what action should be taken.

Rule 30—Voling on Proposals

If two or more proposals relate to the same question, the Council shall, unless
it decides otherwise, vote on the proposals in the order in which they have
been submitted. The Council may after voting on a proposal, decide whether to
vote on the next proposal.

Rule 31—Amendment to a Proposal

A motion is considered an amendment to a proposal {f it merely adds to, deletes
from, or revises part of that proposal., When an amendment I8 moved to a
proposal, the amendment shall be voted on first. When two or more nmendments
are moved to a proposal, the Council shalt first vote on the amendment furthest
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removed in substance from the original proposal and then on the amendment
next furthest removed therefrom and so on, until all the amendments have
heen voted on, Yhen, however, the adoption of one amendment necessarily im.
plies the rejection of nnother amendment, the latter amendment shonld not be put

to vote.
Rulc 32——l’oflng on Parlsof a Proposal or of an Amendment

A Representatlve may move that parts of a proposal or of an amendment shall
be voted on separately. . 1t objection is made to the reqeust for division, the
motion for division shall be voted upon. Permission to speak on the motlon
for division shall be given only to two speakers in favour and two speakers
against, If the motion for division {s carried, those parts of the proposal or
of the amendment which are subsequently approved shall be put-to the vote
as a whole, If all operative parts of the proposal or of the amendment have
been rejocted, the proposal or amendment sball be considered to have been

rejected as a whole.
Rulé 35—Vating

Voting shall bo by rollcall from the list of exporting and importing Members
in the English alphabetical vrder, beginning with the name of a Member selected
at random by the Chairman. The result of each vote, including afirmative and
negative votes and abstentions, shall be announced. However, In‘the determnina-
tion of how many votes have been cast onlv nmrmative and negative votes shall
bo (-ounted

Rule 34—1I nlcrrup!frm ami l«..rplannh’on of Vote

After the Chafrman has announced the beginning of the vote, no Representative
shall Interrupt the vote except on a point of order in co:mootfon with the actual
conduct of voting. The Chairman may permit Representatives to explain their
votes after the voting. The Chairman may limdt the time to be allowed for such
cxplanations.

Rule 35—Rcdistribution of Votes

Whenever a redistribution of votes is appropriate under Article 12(6) of
the Agreement, the Executiveé Director shall prepare a redistribution of votes
for Members of the Council and .consequently for Members of the Board which
shall be presented to the ¥xecutive Board for approval. All votes taken in the
Executive Board and the Council thereafter shnll be taken on the basls of
redistribution approved hy the Executive Board.

Rule 36—Working Groups

To facilitate its work, the Council may create such informal Working Groups
ax it considers necessary. These Groups shall normally be composed by a fair
representation of exlmrtlng and importing Members, They shall establish their
own procedares but in no case shall take a vote. They will cease to exist at the
end of the session at which they were created.

Rule 31—O0picial Languagces

English, French, Portuguese, and Spanish shatl be the officlal languages of the
Organization. The Executive Director shall make such arrangements for
interpretation or translation as may be necessary.  Doctiments shall be published
in the officlal languages as needed. Any delegation whose members wish to speak
at meetings of the Counell or its Working Groups in 'any language other than
one of the officjal languages shall arrange for lnterprcmuon into one of the
official languages, any expense being met by that delegation.

Rule 38—Privacy of Mcctings

All meetings of the Council shall be held in private unless it decldes other-

wise,
Rule 89—Rccord of Procecdings

Mimites of meetings of the Council shall conslst of & summary record of the
proceedings.  Copies of the summary record of each meeting of the Councll shall
bhe sent to all delegations, or to the person designated under Rule 1, within ten
days of the close of the session. Initially, such record shall be provisional. Any



76 _ COFFEE

suggestion for amendment of the record shall be communicated to the Executive
Director within forty (40) days of the closing date of the session. The amend-
ments shall then be gent to the designated persons. A tape recording of the
plenary sessions shall be kept available for consultation by Members. Unless the
Council otherwlise decides, Minutes shall be “Restricted"” and shall be so marked.

1V. Decisior oF A SPECIFIC QUESTION BY THE COUNOIL WITHOUT A MEETING

Rule 40—Determination that Council D‘ccfslou should be Obdtained 1without a
Meeting

The Chairman of the Council may at his own discretion or shall by request
of the Executive Board arrange for the Council to decide upon a matter without

meeting.
Rule 41—Communication to Membders

It it is determined to try to obtain a Council decision without a meeting the
Executive Director shall send a communication approved by the Chairman to
each Member. Such communication shall be sent to the authorities indicated in
Rules 1 and 2 as the case may apply. The communication shall—

(a) clearly state the matter at issue, with indication of the result of the
voting held within the Executive Board, if any ;
(b) indicate specifically the proposal on which the Member is to vote;
(¢) set the time when votes must be received, which shall not be less
than thirty days after the dispatch of the communication except that in
circumstances of exceptional emergency, which shall be explained in the
" communication, the period for reply shall not be less than seven days;
{(d) request the Member to indicate with respect to the specific proposal
outlined in the communication—
(1) whether it agrees that a decision should be taken without a
meeting, and
(2) whether it votes for, agalnst, or abstains,

Rule 42—Ascertaining the Dccision

If at the end of the period for reply prescribed by the Chairman, Members
representing the “quorum” specified in the first sentence of Article 19(1) of the
Agreement have approved taking a declsion without holding a meeting, the votes
for and against the proposal to be decided shall be counted and the Council’s
decision ascertained. Abstentions regarding the substance of the question shall

be recorded.
Rulo 43—A3lember Not Agrecing That a Decision Be Taken Without a Mceling

A Member may not agree that a declslon should be taken without a Meet-
ing and yet it may wish to record whether it votes for, against, or abstalns
with respect to the specific proposal outlined in the communication. If a Mem-
ber does not agree that a decision should be taken without a meeting and a
“quorum” exists according to Rule 42, the vote that the Member may have
recorded shall be counted. If a Member does not agree that a decislon should
be taken without a meeting and a “quorum” exists, and the Member has not
recorded its vote with respect to the specific proposal, such member shall be

consldered as abseat.
Rule 44—Report on the Decision

A report of the declsion together with a statement of the number of votes
for and against and of absentions shall be sent to all Members by the Bxecutive
Director as soon as practicable and no later than 10 days after the end of the
period for reply. The declsion shall be recorded as a resolution of the Councll
and numbered accordingly. The decision shall be announced to the Council

at its next sesslon.
Y. EXECUTIVE BOARD

Rule 45—Dclegation of Powers

The Bxecutive Board shall have the powers and perform the functions of the
Councl! insofar as they are delegated to it by the Council.
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Rule 46—Election of Members

The election of the seven exporting Members and the seven jmporting Mem-
liers of the Executive Board shall be held during the last regular session of the
Council in each coffee year. Thlie term of oflice of the elected Members shall be
for the duration of the coffee year.

If a member of the Board ccases to be u party to the Agreement, the Mem-
bers who voted for, or assigned votes to it shall, during the next session of the
Council at which it is considered practicable, elect a Member to fill the vacancy
on the Board. Any Member which voted for, or assigned its votes to, the Member
who has ceased to bie a party to the Agreement, and which does not vote for the
Member elected to fill the vacancy on the Board, may assign its votes to another
Member of the Executive Board. .

In the interim, the remaining Members of the Board of the category of the
Member that has ceased to be a party to the Agreement shall continue to hold
1,000 votes in total. To this end the Executlve Director shall prepare & redis-
tribution of the 1,000 votes among that category of Members in such a manner
as to ensure that each Member shall continue to hold the same proportion of
votes ris-a-vis the other remaining Members of the same category as it held
before the redistribution.

Rule 47—Mectings

The Exccutive Board shall meet as often as is necessary to fulfill its responsi-

bility.
Rule 48—Convocation of Meetings

The Chairman of the Executive Board may convene 8 meeting of the Board
when he considers it necessary. A meeting shall be convened when a Member
or Members having at least 200 votes in the Board so request. In exceptional
circumistances the Chatrman may decide that a meeting be held in & place other
than the seat of the Organization.

Rule 49—Prerogatives of the Chairman

The Chairman of the Executive Board may attend any meeting of the Council
and of any Working Group of the Council or the Board and may, at his own

" discretion, preside over any Working Group of the Board,

Rule §0—Absence of Chafrman
In the absence of the Chairman the Board shall elect & temporary Chairman.

Rule 5§1—Procecdings and Voling

The proceedings of and the voting in the Executive Board shall be in accord-
ance with the procedure laid down for meetings of the Council in Rules 7,
15, 16, 18 through 28, 30 through 35, 37 through 39, and 4.

Rule 52—Working Groups of the Exccutive Board

To facllitate its work, the Executive Board may create such informal Working
Groups as it considers necessary, Tiese Groups shall establish their own pro-
cedures but in no case shall take a vote. ’

Rule 58—Invitation To Attend Board Mcetings

The Board may-invite any Member Country to be present at all or part of any
meeting and to voice its opinion on any subject being discussed.

Rule 54—Summary of Decisions

A summary of the decisions reached during any series of meetings of the
Board shall be approved by the Board at the end of the series and sent to all
Members of the Organization, within 10 days after the last meeting of the series.

Rule 55—Revicw of Decisions

Any request by a Member that the Councll review a decision made by the
the Executive Board under any of the powers delegated to the Board under
Article 17(2) of the Agreement shall be submitted to the Executive Director

29-282 0—64——86
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in writing within 30 days of the last meeting of the series in which the decision,
agajnst which the appeal is made, was taken, As soon as practicable after the
receipt of the request the matter shall be reexamined by the Executive Board,
wlijch may reconsider its decision, ‘If the Board decldes not to nodify its deci-
ston, its Chalrman shall report the matter to the Chalrméan of the Couneil who
shall include the matter in the Agenda for the next sesslon of the Council., How-
ever, If the Executive Board or any flve Members or a Member or Members having
at least 200 votes so request, the Chairman of the Council shall follow the
procedures laid down in Rules 40 through 44 or call a spécial session of the
Counéil to consider the appeal. The Board shall decide whether to stay its
decizlon pending the appeal to the Council. If however, within the period of 30
days mentioned above, there should be a Sessfon of the Council, a Member may
submit its request directly to the Council.

VI. FINANCE

Rule 56—Budget

Not ater than 31 May of each year the Executive Director shall submit to the
Execntive Board a Draft Administrative Budget of the estimated expenditure
for the following financial year, indicating the required contribution of each
Member based on its votes. The Draft Budget, as approved by the Executive
Board, shall then be sent to the persons designated in accordance with Rule 3 at
least 30 days before the session of thie Council at which the Budget is to be
approved.

Rule 57—Authorization

The ndopﬁon of the Administrative Budget by the Council shall constitute an
authorization to the Executive Director to incur obligations and to make expendi-
tures within the limits of the Budget.

Rulec 58—Transfer of sums

Subject to the prior approval of the Executive Board, the Executive Director is
authorized to transfer any sum under a heading in the Administrative Budget
to another heading or headings, provided that the total expenditure in the Budget
shall not bé exceeded, and subject to the same approval, to transfer sums from
reserves approved by the Council to any heading or headings of the Administra-
tive Budget. The Council will decide on the disposition of any uncommitted
budgetary funds left at the end of a financial year.

‘ Rule 59—Controls

The Executive Director—

(a) shall cause all contributions recelved to be deposited in an account or
accounts opened In the name of the International Coffee Organization at a
bank or banks approved by the Executive Board and shall arrange for with-
drawals by cheque clgned by two persons who shall be designated by the
Executive Director;

(b) shall malntaln an internal control which shall provide for an effec-
tive current examination or review of financial transactions In order to
ensure regularity in the receipt, disposal, and custody of all funds and
other resources of the Council, and to ensure conformity with the budget
or other financial provisions approved by the Council;

(c) shall cause books of accounts to be kept showing all receipts and
disbursements made and shall cause an inventory to be kept of all capital
acquisitions and disposals.
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Rule 60—Auditing and Submission of Accounts

The Executive Board shall appoint an independent auditor. The Executive
Director shall submit to ‘he Executive Board the Organization’s accounts and
the auditors report as soou as possible after the close of the financial year. The
Iixecutive Board shall submit its opinion of the Organization's accounts and
of the auditors report to the Council at its next immediate meeting. These
three documents shall be circulated to all Members.

VII. STAFF

Rule 61—S8election

Members of the Staff shall be selected, as far as possible, on an international
l;g;eograi.)hlcall basis and shall be appointed by the Executive Director on the
asis of merit.

Rule 62—Appointment of Heads of Departments

In appointing the heads of departments the Executive Director shall consult
with the Executive Board.

Rule 63—Line of Authority

Members of the Staff shall report and be responsible only to the Executive
Director, Communications from the Council and the Board to the Staff and
from the Staff to the Council and the Board shall be made through, and with
the approval of, the Executive Director.

VIII. Exscuixva DIRECTOR

Rule 64—Statements by the Exccutive Director

The Executive Director may make statements to the Council and to its Work-
ing Groups concerning any question under consideration.

Rule 65—Duties and Respongibilitics

The Executive Director, as the chief administrative officer of the Organization,
shall be responsible to the Council for the organization and direction of the Staff.
In addition to the duties established for him elsewhere by these rules he shall be
responsible for the preparatory work necessary for the sessions of the Council
and the meetings of the Executive Board and for carrying out the work devolving
upon the Staff consequent on their decisions and recommendations. The Execu-
tive Director should if possible attend all sesslons of the Council and the Execu-
tive Board. Jie may act as the official representative of the Organization.

Rule 66—Reports

The Executive Director shall report regularly to the Council and the Board on
the following matters:

(n) Important developments in coffee markets bearing directly on. quotas,
prices, and restrictions on trade in coffee.

(b) World trade in coffee for the current and past quarters of the coffee year.

(¢) Estimates of demand for each coffee year and each quarter.

(d) Compliance with provisions of the Agreement particularly as regards eX-
port quotas, regulation of imports, certificates of origin, stock controls, and
statistical controls.
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(e) Assistance requested by and rendered to Members to facilitate achieve-
ment of the purposes of the Agreemgent.
(f) Such other reports as the Executive Director or the Executive Board

deems useful.
IX. SHORTFALLS

Rule 67—Notification

Each exporting Member, as early as can be determined and in any event not
later than 31 May of each year, shall, in accordnace with Article 33(1) of the
Agreement, notify the Executive Director (a) whether it has sufficient coffee
available to export the full amount of its quota in that year and (b) the amount
expected to be exported but not charged to quotas, as provided in Article 40 of
the Agreement. In the event a shortfall is anticipated the exporting Member
shall indicate the extent to which its quota will not be used.

X. ACCESSION TO THE AGREEMENT

Rule 68—Application and Recommen'dalfme

Any application for accession to the Agreement under Article 65 shall immed!-
ately be communicated by the Executive Director to all Members, and referred
by him to the Executive Board for recommendation regarding conditions of
accession to be agreed upon with the government concerned. The recommenda-
tion of the Executive Board shall be circulated to all Members.

Rule 69-—Approval

If the Council approves the conditions for accession and the government con-
cerned accepts them the accession shall be considered as approved by the Council
under the terms of Article 65 of the Agreement. Such country shall, pending
the deposit of its instrument of accession, have the status of a nonvoting observer
on the Council.

Ezport quotas under the International Coffee Agreement, coffee year ending
Sept. 30, 1964 (as incrcased on Feb. 12, 1964)

fIn bags of 60 kilos]

Efective ) Effective
Exporting members : quota | Exporting members—Con. quota
Bolivia_ o 20, 430 Nicaragua.oo ... 428, 111
Brazil oo 18, 387, 000 Nigeria . _..__.___ 23, 000
Colombia. .. ___._ 6, 140, 523 OAMCAF. ... 4, 704, 621
Congo (L) cocceaee - 970, 425 OCIRU . . __-._ 423, 023
Costa Rica- . __.._.... 970, 425 PAnAMA - e 26,659
Cubo o , Peru_ . ______ 0632, 470
Dominican Republic... 520, 965 Portugal . ___..____. 2, 855, 104
Ecuadora . ______ 5063, 868 Sierra Leone. .. .____ 66, 398
El Salvador.__.._.____ 1, 460, 234 Tanganyika. ... _:x 444, 820
Ethiopla_ .. __.___ 1, 134, 000 Trinidad/Tobago......_ 64, 916
Quatemala_ . ____._____ 1, 488, 407 Uganda_ ... 2, 228,323
Haith . __ 514, 836 Venezuela. ... ____._ 485, 213
Honduras. .. _._.._.. 334, 128 Kenya. _____.._.... 527, 047
Imdia .. 367, 740
Indonesla. ... _.____.__ 1, 201, 284 Total .- o __ 48, 234, 044
Mexicoo .. 1,641,444




COFFEE 81

COFFEE SITUATION—PROGRAMS AND POLICIES IN PRODUCING

COUNTRIES
U.S. Department of Agricultire, Foreign Agricultural Service
. CONTENTS
North Amerlex.
Costa Rica.
Cuba,

Dominican Republic.
El Salvador.
Guatemala.
Haiti.
Honduras.
Mexico.
Nicaragua.
Panama.
South America.
Brazil,
Colombia.
Ecuador.
Peru.
Venezuela.
Africa.
Angola.
Cameroon.
Cape Verde Islands.
Central African Republic.
Comoro Islands.
Congo, Republic of (Brazzavtille).
Congo, Republic of the (Léopoldvme)
Dahomey.
Ethiopia.
Gabon.
Ghana.
Gulnea.
Ivory Coast.
Kenya.
Liberia. ’
Malagasy Republic.
Nigeria.
Rwanda;
Sierra Leone
Spanish Guinea.
Tanganylika.
Togo.
Uganda.
Asla.
India.
Indonesia.
Philippines,
Portuguese Timor.
, Thalland.
Vietnam,
Yemen.



82 COFFEE

COFFEE SITUATION, PROGRAMS, AND PoLICIES IN PRODUCING COUNTRIES

{By Leslie C. Hurt, Sugar and Tropleal Products Division, Forelgn Agricultural
Service)

For the people of two continents—South America and Africa—coffee is a major
money earner, as it is in Central America and nuinerous other tropical areas of
the world. Annually, about $2 billlon worth of coffee moves in world trade. In
most producing countries, marketing policies and other coffee affairs are in the
hands of quasi-government organizations, whose individual efforts have to a large
degree been directed toward coping with the coffee industry's major problem:
long-term growing surpluses. In mid-1903 nearly all these countries joined a
long-term agreement to stabilize production and trade.

NORTH AMERICA
Costa Rica

Coffee production has more than doubled since 1930. The 1950-51 to 1934-55
average was 439,000 bags.! Production for 1962-63 was over a million bags.

Exports set a record of 827,000 bags in 1961. This accounted for 49 percent
of all national exports, with a value of $43 * miliion out of an export total of $87
million.

The coffee policy is made by the Oficina del Cafe, a semiautonomous Goverm
ment agency representative of Government, growers, processors, and exporters.
All coffee moving into comnierce must be registered with the Oficina del Cafe.
Coffee processors are required to pay 0.20* col6n per fanega of ripe coffee berries
entering their plants. (A-£anega is a unit of measurement calculated to yleld 110
pounds of green coffec.) There is also a net proceeds tax ranging from 10 per-
cent at $42.50 per quintal (101.4 pounds) to 0 percent when the price is below
$£35 per quintal. The contracts tax amounts to 0.20 colén per fanega and there
is a promotion tax of 0.20 colén per fanega.

A tax of 1 colén per quintal is levied on coffee sold for local consumption.
Foreign exchange recelved from coffee sales must be sold to the Government at
the official rate of 6.02 coldéne per U.S. dollar. (1 coldn equals 15.1 cents.)

No support price or export minimum price Is at present in effect.

Cuba

Cuban coffee production for 1962-83 is estimated at 800,000 bags. Exports
in 1939 were 52,000 bags, valued at approximately $2.5 milllon. Coffee exports
accounted for less than 5 percent of Cuba’s total exports valued at $83 million.

In recent years, coffee has been subjected to export quotas, in order to assure
an adequate supply for internal consumption. The 1950-60 export quota was
established at 22.5 percent of the estimated total production, Since November
1959, the Production and Foreign Trade Department of the National Institute
of Agrarlan Reform has been the sole exporter of Cuban coffee. Forelgn ex-
change resulting from coffee exports is turned over to the money stabilization fund
of the Cuban Natlonal Bank. Internal taxes amount to 0.20 ceat per pound
to the Coffee Brokers Association, and 0.24 cent per pound to the Coffee Stabiti-
zation Institute for a total of 0.44 cent per pound.

Cuba maintains a two-price system based, on the one hand, on a minfmum
price to be paid for exports and, on the other hand, on a higher price paid for
internally consumed coffee. ‘

A cogmrehenslve long-range plan to improve production and processing s
reported.

10ne bag equals 132.276 pounds of coffee, throughout this study, unloﬁs otherwise

speclified,
2 Dollar indicates U.S. dollar or equivalent throughout this study, unless otherwlse

specified.

3 One Costa Rica coldn equals 15.1 cents at the official rate of exchange,

Note.—The material In thiz publication was assembled fn the spring of 1083, and since
that time changes in programs and policies may have taken place. In addition te the
nt)u(?trlos covered, there are a few other small producing countries not Included in this
rtudy.
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Dominican Republic

Production in Dominican Republie I8 estimated at 550,000 bags for 1932-G3,
compared with a 1950-51 to 1954-53 average of 455,000 bags. Coffee accounted
for 10 percent of the value of all exports, and this share of the total has been
declining fu the past few years.

The Cafe Dominicano C por A, a private agencey with other semioffieial fune-
ttons, regulates policy, prices, taxes, promotion, and nll aspects of marketing
and retention.

Coffee taxes amount to about 9 percent of total revenues and ahout 23 percent
of total export taxes. The following shows n graduated ad valorem export tax

based on the New York price.

Percent

15 cents tn 32 cents per pound. - . oo e 18

32 cents to 40 cents per pound- e eaee e 28

Over 40 cents per pound._ . e ——————— 50
Cents

nper pound

sraduated export tax (35 cents per pound, New York) oo cmoen 0.8

3 percent ad valoren: merchandise taX oo oo e e 1.8

$2.80 per metric ton wharfage charge o e .1

3 cents per kllogram fiscalizatlon taX- oo o .. 1.4

Total tax (1961) oo oo e oo 13.1

Support pricer are fixed at 15 cents per pound for export and at 14.5 cents per
pound for local sales. The Government policy is to encourage prodtuction by in-
creasing acreage and efficlency. Eighty percent of the production s either sold as

fresh cherry or depulped and washed on hbldings where grown.

El Salvador .

Coffee production in El Salvador has been increasing. The 1962-83 crop is
estimated at 1,525,000 bags, compared with a 1950-54 average of 1,216,000 bagx.
Fxports for 1081 amounted to 1,431,000 bags. Coffce accounts for about 60 per-
cent of the total value of exports. Western Germany and the United States are
the prineipal markets. "Government policy encourages intensified cultivation. It
proposes doubling production within 15 years. No governmental controls exist
over planting In new areas or at the expense of other crops.

There are no formal pricé support programs in effect, although the Salvadoran
Coffee Co. has announced that it will buy all unexported coffee at current market
prices, after the International Coffee Agreement (ICA) quota for Fl Salvador
has been exported,

Coffee export taxes represent at least 85 percent of the country’s total export
tax revenue, The proportion of total tax revenues arising from coffee has de-
clined from 31 percent in 1935 to 16 percent in 1939, while total revenues have
remained at the same level. There Is a graduated export tax based on free-on-
board price in"dollars per quintal (101.4 pounds), as follows:

Frec-on-board price Tax rate
830 0rless oo 10 percent.
Above 830 - e &3 plus 20 percent of excess over $30,

$4 plus 25 percent of excess over $35.
$5.25 plus 30 percent of excess over $40.

Coffece sold for conversion to Instant coffee in the local plant s taxed at the
same rate as If exported. N

Credit for coffee producers and traders is somewhat more readily available than
for other agricultural operations, aithough interest rates are the same. The per
capita annual consnmption 8 estimated at 5.2 pounds.

Quatemala

Coffee production Is approximately equal to that of 11 Salvador. Domestic
consumption amounts to about 200,000 bags: 1961 exports equaled 1,255,000 bags.
Coffee exports in 1001 were valued at $69 million, which was 60 percent of the
country's total exports of $115 million.



84 COFFEE

Taxes represent about 10 percent of total Govermment revenue. Export taxes
are graduated, based on New York price for Colombian coffee less 82 per quintal,
as follows:

Price Ezport taz
Upto$30perquintal . ___ .- —a--- 10 percent.
Each increase of $2.50 up to $35 perquintal - ____________._ Additional $0.50.
Each increase of §2.50 up to $60 per quintal____.___________ Additional $1.

Roasted and unground coffee packaged in 1-pound bags, and soluble coffee are
exeinpt from export tax.

Hasti

Coffee production for 1062-63 is estimated at 625,000 bags. Exports in 1061
amounterd to 348,000 bags. The value of these exports was $13 million, or 41 per-
cent of the value of the nation’s total exports. In most years the coffee shipments
account for more than half of the total value of exports. Belgium-Luxemburg,
Itsly, and the United States have been the chief buyers of Haitian coffee.

The farms are generally family owned. Governmeut policy is to improve
quality and yleld, but at the same time to encourage crop diversification.

Export taxes represent about 15 percent of total rev-onues. There is an ex-
port tax of 62.50 gourdes * per bag of €™ kllograms (9.5 c.nts per pound). There
is also a graduated surtax to penalize poor quality (2.50 gourdes per bag for each
grade below type 1—0.4 cent per pound). The export tax for type 2 is 0.9 cents
per pound. A decree of June 20, 1961, requires mandatory purchase of 5-year
bonds by coffee exporters at a rate of $1 per bag (0.8 cent per pound).

Honduras

Coffee production in Honduras has about doubled In the last 10 years, and total
production for 1062-83 is estimated at 400,000 bags. Exports for 1961 amounted
to 212,000 bags. The value of these exports was $) million, 13 percent of the total
value of exports, $67 million.

Governuent policy is to promote improved standards and techniques, but to
discourage extensfon of cultivated area on the premise that the economy s ex-
cessively dependent upon coffee and fear that present plantations may be neg-
lected. In past years, low-income farmers have received free scedlings from the
Government.

The export tax amounts to $5 per 46-kilogram bag, and represents about 80 per-
cent of the total Honduran export taxes and 3 percent of total revenues.

New farms resulting from land reform constitutes 40 percent of areas planted
to coffee, and 60 percent of the holdings.

Mezico :

Mexlco is the third largest coffee producer in the Western Hemlisphere. The
1962-63 harvest is estimated at 2.4 million bags. Exports in 10681 were 1,487,000
bags valued at $73 mlillfon. This represented 9 percent of the value of total na-
tional exports, of $828 million.

Eighty percent of the coffee area consists of farms with more than 23 acres
per farm planted to coffee, while 90 percent of all Mexican coffee 18 grown in
four States. The Mexican Coffee Institute, created in 1938, is charged with
carrying out the general coffee policy of Mexlco. Government policy is to re-
move from productlon 20 percent of {he present low-producing coffee lands, bnt
at the same time to raise standards and efficlency on tbe remainder, and ulti-
mately to increase production above the present level.

There is no domestic support price for coffee. Export licenses are 1ssued by
the Ministry of Economy in accordance with the terms of the International
Coffee Agreement. Export taxes on coffee provide about 3 percent of total
national revenue and 20 percent of total export revenues.

Nicaragua

Total production for 1962-63 is at a peak of 485,000 bags. Exports in 1961
amounted to 349,000 bags, valued at $17 wmillion, or 27 percent of the value of all
exports.

¢ One gourde equals 20 cents.
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Government policy 18 to improve standards of cultivation anad processing with-
out encouraging extension of the planted area. There were 8,603 farms planted
to coffee in 1860. There is no support price or export minimum price. Banco
Naclonal loans to coffee producers are about 25 percent of total crop loans and
0 percent of total bank credits. The exporters pay an export duty of $0.75 per
quintal (101.4 pounds). All earnings of foreign currentcy must be exchanged
with the National Bank,

Coffee {8 the most Important export, followed by cotton and sesame. The
processing 18 done in 12 beneficlos (coffee-cleaning establishments) and plants
on large plantations,

Panama

The 1062-63 crop totals 75,000 bags. Exports for 1961 amounted to 31,000
bags; this was only about 4 percent of total national exports.

There are about 5,001 farms producing coffee commercially, The Government
policy 18 to stimulate production for export. The Institute of Economlic Develop-
ment (IFE) regulates coffee policy, offers guldance and assistance, and acts as a
marketing agency. Processing is carried on entirely by growers except for
that of exports, done in new beneficlos bullt to produce a standard product
for European market.

. Minimum prices for coffee which became effective October 1, 1962, were $45
per 100 Ibs. for type A high quality coffee, and $30 for first class coffee grown in
the Central Provinces.

B80OUTH AMERICA
Brazil

Brazil is much the largest prodacer and exporter of coffee in the world. Total
productlon in 1962-63 was 27 million bags. Exports in 1061 were at 16,970,000
bags for a value of $710 million, accounting for 51 percent of value of total
exports. About half of the exports go to the United States.

The Instituto Brasileiro do Cafe (Brazilian Coffee Institute, or IBC) is a
joint Government-industry organization charged with carrying out the economic
policy on Brazilian coffee, both in domestic and in foreign trade. The Institute
was created in 1952, and has the authority for: (1) regulation and supervision
of coffee transport to ports or consuming centers; (2) determination and super-
visfon of quality; (3) regulation of trade, including fixing the quantities of port
stocks, export quotas for ports and exporters, and determination of minimum
export prices for each shipment according to grade and quality; (4) application
of penalties for fraud or other infringement of existing regulations; (5) support
of coffee prices, by intervention in the market, by fixing minimum export prices,
or by other means, if necessary; (8) promotion of production, marketing and
utitizatlon research, and provision of information to growers; (7) conducting
of advertlsing campaigns: and (8) engaging in international trade by direct
sales, barter, or consignment.

The Bank of Brazil, on recommendation by the IBC, announces the effective
lonn rates for coffee in storage and in port warehouses, and determines the
basis for production credit. All export and import licenses are granted by the
Bank although the detalls of coffee export controls have been largely delegated
to the Coffee Institute.

The IBC maintains a complex system of controls on movement and marketing
of coffee from the time it leaves the grower. No controls on production have
been applled since the creation of the Institute,

All coffee entering trade must be reglstered by the grower with the Institute.
The Institute regulates the movement of coffee, releasing each lot for shipment
to port and liberation for export, in the chronological order of registration,

Government policy encourages productivity of high quality coffee. There is a
plan—Grupo Ejecutivo de Raclonalizacao da Cafeicullurn (GERCA)- for re-
moving 2 billlon trees, which is a program for improving quality and reducing
production. Cooperatives and rural associntions are widespread; several organ-
nizations run extenslon services and regulate coffee trade within the varlous
States.

The export tax of US$22 per bag (60 kg.) or equivalent in other currencles
for the 1962-83 crop is paid to the Bank of Brazil. State taxes vary, but in the
aggregate amounted to 7 percent of the value of the coffee crop In 1938.

Types of tax include export, sales, economic development, hospital aid, gold,
defense, school, and electrification.
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Trade balances have shown a deficit in the last several years, as indlcated :

[in millions of U.8. dollars)

1938 1957 1938 1959 1960 1061
Qold and forefgn exchange ... ... ....... 611 478 465 438 428 %63
Trade balanoe. ... coiimeeicennniannnnn... +248 -96 -110 -92 -103 —-38

Yolombia

Colomblan coffee production s estimated at 7,700,000 bags for 1962-03. FEx-
ports in 1001 were 5.651,000 bags valued at 308 million. Total value of the
nation’s exports for 1901 were $£433 million, therefore coffee represented 71 per-
cent of the total,

The Federaclén Naclonal de Cafeteros (National Cofiee Federatlon, or I'NC)
was created in 1927 with three objectives; (a) to protect the coffee industry, (b)
to stady its problems, (¢) to further its Interests. This is the ageney charged
by the Colowibian Government to develop the official coffee policy of the country.
Its financial resources come from the Natioual Coffee Fund, made available (o
it by the Government.

The Federation fixes the levels of support prices and the official valuation for
export sales. It purchases and stores coffee In carrying out price-support op-
erations: issues export permits; and engages in foreign trade including direct
snles, consignment, and barter transactions.” Coffee production and marketing
research, advertising, and banking and shipping nre nmong the activities carried
out directly or indirectly by the Federation. A training school at the research
station, and outlets for fertilizer and insecticldes are among the services pro-
vided to growers.

Bllateral barter of coffee was terminated ag of January 30, 1062, but multi-
lateral barter and compensation treaties remain fn effect. There i8 a support price
of 3635 pesos® per 123 kilograms of pergamino (about 31.5¢ peér pound of green
coffee). The retention in kind requires exporters to turn over to FNC with-
oit-compensation an amount of coffee equal to 15 percent of thelr exports. The
B"x:}nk of the Republie raised the coffee export dollar to 7.10 pesos in December
1062,

A progratin of supervised credit and technical nssistance to coffee producers has
recently been {naugurated by the Federatfon. The program s aimed at increas-
ing efficiency of production and stimulating-other farm fmprovements including
roil conservation and diversification. Colombla Is attempting to industriaifze
low grades of coffee, using the pasilla (low grade) for oil extraction, animal feed,
and possibly fertilizer material.

Ecuador :

Coffee production in Ecuador has more than doubled during the past 10 years.
The estimated production for 1962-63 i 830,000 bags. Exports for 1001 totaled
382,000 bags, valued at §14 milllon. This represented 11 percent of all exports, ag
the total value of goods exported nmounted to $127 miltlon.

The average farm is about 6 acres in size, and nearly «ll are owner-operated.
About 70 percent of the coffee i3 depulped and washed for sale as parchment.
and the remainder is sold ax unwashed.

Taxes are levied at the national, provincial, and cantonal level. The total tax
{on coffee priced at 33¢ per pound) amounts to 1.88¢ per pound. Export taxes
represent about 2 percent of total revenues.

Coffee has declined in importance and {s at present the third most important
export, fol'lowing bananas and cocoa. A multiple exchange rate is fn effect, in
which coffee receives a rate lower than the free rate given other comnodities.
Soluble coffee exchange proceeds may he sold at the free rate,

Ecundor's trade balance during the past several years has been favorable, as
shown:

{In millions of U.S. dollars)

1954 1957 1058 1959 1060 1081

Qold ani forelgn exchange. . ... ......... 32 39 38 40 ” h 13
Trade balance. ... ooietie i iiiaaannn +8 +M +28 +34 +30 413

51 coffee exchange dollar {s equivalent to 7.10 pesos.

LR TR Bk VLA A EaTE EE T aeA TR T e N [
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Credit granted by the Development Credit System during the last 2 crop vears
has been exclusively for maintenance and rencwal of old plantations and the
Bank’s policy is to try to eliminate cultivation of this crop in the marginal
zones because of the fall in prices.

Peru

Peruvian coffee production has expanded sharply during the past decade.
Total production for 1062-03 Is estimated at 775,000 bags. Exports in 1061
amounted to 567,000 bags valued at $21 milllon. This represented 4 percent
of the value of all national exports.

Few farms are coffee specinlized, and sharee ropp!ng is wldespread. Govern.
ment policy places no controls or restrictlons on coffee growing. Producers have
heen joiunlng together In local cooperatives in order to export their coffees
directly to foreign markets. The “voluntary” payment to the Government of
20 soles per quintal of 100 pounds ($1.88) for coffee exported was abolished
as of April 27, 1062.

-All exjported coffees are washed. The Comité Cafetelero del I’eco is the only
officlally recognized organization for growers and exporters. The Banco Indus-
trial del Peru is a joint Government and privately sponsored development bank
which finances coffee mills and processing plants. No controls or restrictions
are applled on coffee,

Venczucla

Total production for 1002-63 is estimated at 830,000 bags. Exports for 1961
were 400,000 bags. The value of 1961 coffee exports amounted to $22 mdllion,
which was 1 percent of the value of all exports.

The Government policy is to encourage production and quality on e\lstlng
plantations, but to decrease the area planted by 100,000 acres. There are about
815,000 acres planted to coffee, and about 460 million trees.

The Banco Agricela y Pecuarip maintains beneficlos in main markefing centers.
The Secclon de Café y ‘Cacno, & Government agency, does research and extensfon
work and administers coffee export regulations, 7The .programa de café is a
Government program to encourage production and Improve quality and to pro-
imote soclal and economic stability, through rehabilitation and diversification,
The National Fund for Coffee and Cocon provides special credit facllities for
growers,

An Internal support price of 42 conts per pound & maintained by a favorable
exchange rate for coffee exports and by direct payuents to e\:porters from a
special fund. There Is no supnort tax or speclal Internal tax cn coffee.

Venezuela hag had & very favorable trade halance in recent wars. as shown
in the following table:

[In millions of U.8. dollars]

1056 1957 1958 1959 1960 1961

Gold and {orc(gn exchange................. 42 1,448 1,050 703 388 . 624
Trade BAANCe. .. ..ooennnenioeens +867 {498 +m2 +792 | 41,244 | 41,254
AFRICA

Coffeoe production amnd exports have become increasingly fniportant to many
countries in Africa since World War I1.  About 80 percent of the production is
Raobusta, and the remafuder Is almost all Avabien. A smnll amount of Liberlea
Ix produced.

Many Afriean nations have used coffee planting as a means of establishing
semfnoinadic peoples on farms. Others have encouraged planting to diversify
the agriculture of the country.

Angola
Angala {8 now the largest producer of coffee In Africa. Total production for
1062-03 ix estimated at 3.1 million bags, three times the 1930-34 average. Angola
exported 1.068.700 bags of coffee in 1961, Coffee nccounted for about 35 percent
of the value of all exports in 1060,
There are no xpecial internal taxex arsessed en Angolese eoffee. The export tax
anounts to 12 to 18 percent (with lexser mnmmts for higher quality) of the
official value, an “additional tax’ of 0.10 escudo® per kilogram (0.16 cents per

*The escudo cquals 3.5 USSL.
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pound). A surtax of 20 to 80 percent on the difference between 1946 prices
and the price of the current month is eharged.

Much of the coffee business is transacted through banks in continental Portu-
gal. The Juta de Exportacio de Cafe, a Government agency, classifies and
registers coffee for export ; onerates processing plants at ports; delegates quotas
and deals with all other coffee matters. Quotas to traditional markets are set
monthly for individual exporters of Robusta coffee in accordance with Interna-
tional Coffee Assnclation directives and exporters’ declared stocks. Minimum
quality standards of Robusta exports to the U'nited States are set at coffee equal
or superfor to second qunlity BB. Marketing is performed by usual commercial
processes.

Except for the minimum export price provisions, and classification standards,
coffee marketing is subject to little Government control. Coffee moves freely to
ports, and internal prices are not supported. Warehouse warrants may be used
as security for loans of about 50 percent of the value of stored coffee.

According to presently existing regulationg, coffee exnorters are required to
deposit in Angola Coffee Beard warehouses coffee equal to 18,5 percent of ex-
ports. This retained coffee is intended for shipment to Portugal, other Portu-
guese territories and new markets. On April 15, 1960, regulations were amended
to allow 85 percent of this retention quota to be sold to national markets.

Cameraon

The 1902-63 Cameroon crop was 875,000 bags. The 1981 exports amounted to
546,000 bags valued at {21 million, which was 21 percent of the value of all
Cameroon’s exports,

Government policy no longer encourages planting, but does promote production
of Arabicas and better quality Robustas. The National Office of Agricultural
Export Products was created in May 1962 as a publie establishment, financially
autonomous, which is supposed to improve the principal markets for agricul-
tural products—including coffee. Europeans produce about 30 percent of the
cofree, but market a larger proportion,

The Caisse de Stabilizatlon (CS8F), is a financially autonomous Government
agency authorized to stabilize prices and facllitate marketing to stockpile, and
to maintain minimum guaranteed prices. There are two stabilization funds—
one for Arabica and the other for Robusta.

Coffee export revenues are about 2 to 3 percent of total revenues. On Arabica,
there exist a 4 percent export tax and a 4 percent turnover tax (for CSF), and
on Robusta an export tax of 7 percent and a turnover tax of CFA 3,200 per ton
or 0.8 cents per pound. ‘

The franc area quota for coffee marketings Is 733,000 bags. Coffee sold to
France draws prices 50 percent higher than world market prices, the difference of
which is used to subsidize exports at world prices. The subsidy is expected to
he phased out by 1967.

Cape Verde Islands

Production amounts to about 2,000 bags per year, and is all of the Arabica
variety. Exports are generally shipped to Portuguese territorles. Classifica-
tion and grading are handled under the Junta de Exportaciio de Cafe.

Central African Republic

Production Is on an upward trend. and currently amounts to about 150,000
bags. The area devoted to coffee increased from 22,000 acres in 1950 to 75,000
by 1960. Coffee Is grown in a broad belt along the lower Congo (Leopoldville)
horder. Most of the productlon (73 percent) is of the Robusta variety, with the
rest of the Excelsa varlety.

The Government policy is to encourage coffee production as diversification for
farmers. Seedlings and technical assistance are provided farmers. 'The Carisse
de Stabilisation des Prix, a financially autonomous Government ageney, markets
and retains coffee to support mininm prices.

Comoro Islands

These islands produce only about 1,000 bags per year; however, 5 species of
coffee are produced. The coffee is generally grown scattered among other crops.
The grading and classtfications are the same as for other French community
coffees.

France and Zanzibar are markets for the coffee exported. A few producers
export directly, and the remainder of the crop is handled by exporters.
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Congo, Republic of (Brazzaville)

Coffee is one of the lesser exports of Congo (Brazzaville), but is increasing in
output. Afrleans produce about &5 percent of the total, while the rest is pro-
duced by a few European farmers. All of the production is of the Robusta
variety.

Congo, Republic of the (Léopoldeille)

The 1962-63 production is estimated at 930,000 bags. Exports of coffee ac-
count for about 14 percent of the vatue of all exports,

The small African producer is protected by an established fixed price schedule
set by the Provincial govermments, although no general support price is provided
to the industry as a whole.

The general policy of the Government is to increase production by providing
trained planters with cheap credit. However, this credit is available to eligible
planters of other products.

Office de Cafe Robusta, the marketing and grading agency, is run by Congolese.

‘afecongo, the largest coffee marketing agency, markets Robustas, while Cafekiou

markets Arabicas. Credit is extremely difficult to obtain. Growers are forced
t;) sell at any price in order to pay labor, or allow the crop to be destroyed on
the trees.

There i{s an export tax of 5 percent ad valorem on Robusta, and 9 percent ad
valorem on Arabica.

Dahomey

Production amounts to about 20,000 bags a year. Coffee growing is limited to
several areas in the south. All coffee is of the Robusta variety and practically
all of the exports are to franc zone markets.

FEthiopia

Sthiopia is now producing about 1,280,000 bags of coffee. Exports in 1961
amounted to 1,017,000 bags. The value of the 1961 exports was $43 million,
which represented 51 percent of the value of all national exports.

Government policy places official control over neither production nor quality
of the crop. European plantations account for only 5§ to 10 percent of exports.
The coffee farmers are mostly squatters.

The east central region, where about 21 percent of the crop is grown, is the
only area where estates have been formed,

The National Coffee Board of Ethiopia (NCBE) is responsible for cleaning
and grading, promoting, and marketing. Coffee is processed mainly by the dry
method. It cannot be stored at the ports because of the humid climate. The
custom duty amounts to Eth&15 for 100 kilograms or 2.7 cents per pound.

Gabon

Gabon'’s coffee acreage increased from 494 acres in 1933 to 11,214 acres in 1960.
All of the production is by natjves. The crop now amounts to about 20,000
bags. -

(hana

There are about 50,000 acres in coffee, and this is scattered throughout the
Forest Belt. Almost all of the coffee is Robusta, but there is some Liberica and
some Arablca.  Exports now are at a level of about 40,000 bags.

The Ghana Agriculture Produce Marketing Board purchases and handles the
coffee in Ghana. The coffee Is sold under two grades—grade 1, Superior Quality,
and grade 2, Fair Average Quality.

Guinea

Guinea produces about 235,000 bags of coffee per year. Exports generally
acconnt for from 15 to 30 percent of the value of all the Republic’s exports. The
coffee 1s grown only in natural forest lands in the southeast, bordering Ivory
Coast, Sierra Leone, and Liberla, The farms average 5 acres in size, with the
few European plantations averaging 1,000 acres.

Government policy is to improve quality and efficlency rather than to increase
acreage. The coffee is marketed internally by registered merchants, and is ex-
ported only by the Enterprise Nationale d'Exportation de Produits Guineans
{natlonal export company). Processing of the crop is done 4t ‘four plants with
mobile equipment. {
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Ivory Coast

Ivory Coast coffce production har reached about the 3-million-bag level. Ex-
ports in 1061 amounted to 2.503,000 bags. Coffee represents about 50 percent of
the total value of all Ivory Coast exports, which in recent years has amounted
to ahout £150 million.

QGovernment policy is to improve efficiency and standards without encouraging
extension of planted area. Average farms are of 5 to 10 acres, and much coffee
is grown in remote areas beyond direct Government supervision. Stringent
quality contro! begins at the farm, where sorting is done by hand. Machine
grading of sizes is required; marketing of black beans (defective beans) from
the four top qualities is prohibited to all markets, as well as other low-quality
exports to France and to the United States.

The Government support price to the farmer is 14.8 cents per pound. Exports
are subject to several taxes—these include export, inspection, statistical and
port use taxes. The total of these amounts to about 314 cents per pound of
coffee,

In 1961 the French premium averaged 60 percent more than the world price.
The coffees generally sell a few cents per pound below Ambriz AA's.

Kenya
Production for 1962-63 is at an alltime record record of 620,000 bags. Exports
in 1951 amounted to $33,000 bags. Coffee generally accounts for about 30 per-

cent of all export earnings.
There are 90,000 farms growing coffee, of which 708 are farmed by non-

e

Africans. However, the African farms account for only 38 percent of the total -

coffee area. .
Government policy has favored extension of production and maintenance of

high quality. There is no restriction on plantings on non-African areas, but there
is controlled planting in African areas.

The Kenya Coffee Marketing Board purchases, processes, and markets all
the coffee. It licenses all coffeegrowers, subsidizes research and promotion, and
may retain coffee stocks. Planters are not permitted to export, and llcensed
firms export all the coffee.

The Kenya Coffee Growers' Assoclation handles all labor and trade union
matters in behalf of member employers of coffee labor. There are about 114
African cooperatives with which the African planters are associated.

There are no export duties on coffee. The ad valorem duty on coffee pro-
duction is small, and totals about $280,000 per year which is used for research.

Liberia

The coffee is grown by native smallholders on about 10,000 acres. The big
part of the production is Robusta, the remainder, Liberica., Most of the Liberlcas
go to Scandinavian countries.

The Malagasy Republic

Malagasy produces about 875,000 bags annually and exported 684,000 bags in
1061 valued at $23 million. Coffee accounted for 20 percent of total Malagasy
exports, valued at $78 miltlion.

The Malagasy Republic assesses an export duty of CFAF23 per kilogram of
2.2 pounds, or about U.S. $0.4 cents per pound. Taxes account for about 8 per-
cent of total Government revenue.

There are a few plantatfons, but more than 85 percent of the coffee is produced
by small Malagasy growers. Nearly all of the annual production consists of
Robusta, grown almost entirely on the east coast. Several years ago a program
was developed to increase production to 75,000 tons, but because of the difficult
world market situation, Government policy currently is to maintain production
at about present levels,

The minimum price to producers is CFAF110 per ktlogram for superior coffee
(20.4 cents per pound) ; CFAF108 per kilogram for conrant type (19 cents per
pound). The Calsse de Stabilization, managed by representatives of the trade,
growers, and Government, finances but does not maintain storage, regulates
minfmum domestic and export prices, acts to spread sales over the year, and is
financed by the coffee export tax.

Nigeria

There are about 7,000 acres of coffee in the western reglon, and a small amount
in the eastern reglon. Coftee farmers in the western region number about 5,000,
most of whom have less than one-half acre. Production is the Robusta variety,
and most of the exports are shipped to the United Kingdom.



COFFEE 91

Rwanda

Rwanda produces about 200,000 bags of coffee per year. This is the main
source of income. About one-third of the population is involved in coffee pro-
duction. The average area planted to coffee 18 0.15 acres. The coffee is of the
Arabica type. Many trees are yet to come into production. Coffee i3 the primdry
source of income. The minimum price to gro“ers is fixed by a Govemmem
agency—Service des Affaires hconomlque

Sterra Leone

There are about 123,000 acres in production, mostly of the Robusta variety.
Marketing is done by the Cocoa Cooperative Federation and other licensed deal-
ers. Export coffee is graded by the Produce Inspection Branch as Robusta
FAQ (fair average quality), Liberica FAQ, or undergrade.

Spanish Guinea

Most of this production 1s in Rio Muni, on the mainland, and on several islands
fncluding Fernando Po. Rio Muni’s acreage amounts to about 83,500 acres, while
Fernando Po has about 25,000 acres. Almost two-thirds of the Rlo Muni produec-
tion 1s Liberica grown in the coastal areas, while the remainder is Robusta,
grown in the Interlor. Most of the exports are sent to Spain,

Tangenyika

Coffee production amounts to about 500,000 bags, and exports, account for
about 15 percent of the value of all Tanganyika’s exports. ‘Small holdings acq
counit for 85 perdént of the coffee areq.

Government policy neither encourages nor discourages producuon. but supports
research and technical services through a coffee board. The Coffee Marketing
Board iIs a statutory orgnnizatlon. and the constituent members inclyde groweor
organizatlons. Arabica makes up to 60 percent of the production, and it is mar-
keted by three organizations: the Tanganyika Coffee Growers Assoclation
markets nonnative estate production; Kilimanjaro Native Oooperative Union
and Tanganyika Cooperative Trading Agency market 1)rodu°t!on of the Klllman-
Jaro area, and of other areas, respectively, : .

Evport taxes are suspended, although the Coftee Board receives proceeds from
a small levy.  Local governments derive about 10 percent of revenues from a
tax on African- pnoduced coffee.

Togo ’ ‘
Production amounts to about 170,000 bags per year. The valye of coffee
exports represents about 40 percent of the total value of all exports. The
coffee 18 grown northivest of Lome, and there are about 55 mllllon coffee trees.
The farms are all native small holdings.

Internal prices to producers amount to CFAFG3 per kllogram (12.1 c¢ents
per pound). The f.0.b. expott value is CFAF101 per kilogram (18.8 cents per
pound). All exporters must be registered bby the Calsse de Stabilisation. All
exports must be anfhorized by the Entente Professionuelle des Exportateurs de
Cafe. The Caisse de Stabilisation guarantees a minimum price to growers and
oxporters, registers exports, finances retentions, and promotes Taxes total
about CFAF20.8 per kllogram or 3.9 cents per pound ;

Uganda : : ‘

This country is tho third’ largest coffec producer ih Africa. The total ylold
1§ sliglitly more than 2 nilllion bngs Coffee exports account for about 40 per-
cent of the value of all Uganda’s exports. The United States” has been the
largest coffee importer, with the United Kingdom sécond.

All African-grown Robusta coffee, except that producéd by the Atrléan Coffee
Estates, is sold through a coffee marketing board organized in 1953. The Board
purchases, grades, and markets the coffee by auction at Kampala. The African
Coftee Estates may elect at the beginning of the coffec season to market coffee
through the Board, or remain independent of regulations.

There are between 230,000 and 300,000 farms growing coffee.  Smallholdings
of less than 8 ncres constitute 94 percent of the total crop. Government policy
is to ralso the qualfty.

India

Production now amounts to about 1 milllon bags per year, having increased
shamly in the past 10 years. There are about 271,000 acres planted to coffee.
Forty percent of the acreage is on estates of less than 25 ncres, while about

ABIA
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40 percent of the remainder is on estates of over 200 acres. Coffee is grown
malinly in the southern regions, in Madras, Mysore, and Kerala.

About two-thirds of India’s coffee is Arabiea, and about one-third is Robusta.
The Government policy is to Increase acreage to about 300,000 acres, and to
extend cultivation into other regions. 'Fhis extension would be made to meet
increasing domestic demand.

The India Coffee Board, which is a Government agency, controls the indus.
try. The Board regulates the release of the common coffee pool to which all
estate owners are required to deliver their production, and also fixes prices.
Pool agents appointed by the Board collect, cure, store, process, and grade the
coffee, :

Exports currently amount to about 400,000 bags annually. Coffee for export
is released by the Board through monthly open auctions.

Indonesia

Indonesia’s coffee ifs grown on the islands of Java, Sumatra, Celebes, Bali,
and Timor. About 85 percent of the acreage is in Robusta, 10 percent in Arabicas,
and a small amount of Conugas. Prior to World War Il estates were the most
important segment of coffee growing, but now the smgltholdings are more im-
portant. July and August are the peak harvest months, but some harvesting
is done from May to December, Total acreage planted in 1938 was 612,000
acres.

Production has moved slightly upward in the past few years. Government
policy does not call for expansion or lHimitation of production or of marketing.
The export duty is 20 percent of the £.0.b. value of exports.

Sales for oversea shipments are handled by private exporters or agents for
importers in other countries. Smallholders bring their coffee to trading centers
on the islands, and to Medan, Palembang, Karang, Padang, Tandjong in Sumatra,
and to Djakarta and Surabaya on Java.

Philippines

Production has Increased by more than 5 times in the past 10 years. Present
production amounts to about 600,000 bags, and the Philippines reached self-
sufficlency for the first tinie this century in 1962-63. In the future there may
be some exports. The coffee area amounts to about 100,000 acres, of which
25,000 acres are yet to come into production.

The main growing areas are the island of Luzon, Negros Island, Occidental
Negros, and Mindanao Island. The harvesting season runs from November
through April. Robusta accouhts for the bulk of the production, while some
Arabica, and smaller amounts of Liberica and Excelsa, are grown. Coffee rust
and dleback diseases have been harmful to Arabica production, although the
Government {s'encouraging production of this variety.

Most of the coffee is grown by small holders. The farmers generally sell to
merchants or to cooperatives; however, some sell directly to factories. There
are two soluble coffee factories in the Philippines. The Cooperative Marketing
Assoclation of the Philippines (COFCOMAP) is designated to market the coffee
both locally and abroad.

Portuguese Timor

Coffee production is increasing slowly, but is still lower than it was in the
1880's. Practically all of the production of about 30,000 bags is exported. Ro-
busta accounts for 65 percent of production, Arabica for 30 percent, and Liberica
for the remainder. Coffee represents about 80 percent of the exports from Por-
tuguese Timor. These exports are principally to the Netherlaitds, Dnited King-
dom, Singapore, Australia, and Hong Kong.

Thailand

Thalland's coffee area increased from 1,573 acres in 1954 to 8200 acres by
1960. The bulk of the production is in the south on small holdings, but there
is scattered production throughout the country. Production increased from
slightly over 1,000 bags in 1953-54 to a present level of about 10,000 bags. The
Department of Agriculture hopes to have almost 22,000 acres in coffee by the end
of 1963. Consumption of coffee has been rising sharply, and imports in 1961
amounted to 83,000 bags.

Vietnam

Coffee production in Vietnam amounts to about 50,000 bags annually. The
highlands of central Vietnam account for the bulk of the production, which is
about three-fourths Robusta and the remainder mainly Excelsa.

.
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Present production in Vietnam is sufficlent for domestic needs. Coffee is not
exported now, but may be within a few years. Growers do their own pulping,
washing, and cleaning, and sell to wholesalers who distribute to retailers.
Yemen '

Coffee has been grown in Yemen for over 300 years, having been introduced
from Ethiopia. Present production amounts to about 90,000 bags. The coffees
are of the Arabica type, mostly of the typica variety, with some bourbon, and a
type similar to the Ethiopian “Harrar.” The peak harvest season is in the sum-
mer, but some harvesting is done all year. The farms are mainly small holdings,
but there are some absentec owners with large acreages. N -

Farmers dry their coffee cherries on the ground. The dried pulp and parch-
ment are then removed by hand grinding with mill stones. Private shippers do
the exporting through the ports of Hadeida and Aden. The United States is the
largest buyer of Yemen’s coffee; however, France, Italy, and Switzerland also
take substantial quantities.

Senator Doveras. Now, as I see it, the essentials of this supplemen-
tary agreement was contained in paragraph 1 of section 2 beginning
at the bottom line on page 1 and extending to line 9 on page 2. For
the sake of the record I would like to read this paragraph and then to
ask certain questions about it.

The President is given the authority—
to regulate the entry of coffee for consumption or withdrawal of coffee from-
warchouse for consumption including (a) the limitatlon of entry or withdrawal
from warehouse of coffee imported from countries which are not members of the
international coffee organization, and (b) the prohibition of entry of any ship-
ment, from any member of the international coffee organization, of coffee which
is not accompanied by a certificate of origin or certificate of reexport issued by a
qualified agency in such form as required under the agreement.

Now, I take it this means that the President has the power to pre-
vent coffee from coming into this country from any country which is
not a member of the international coffee organization. That is true,
is it not? )

Mr. Harrixan, That is correct. May I say that I understand some-
where between 90 and 95 percent of the production of the world has
already signed up. ) ] ‘ )

Senator DouoLas. Yes. But I would like to point this out, that if
any country should secede from the coffee organization, then we could
shut off importation from that country and therefore in effect force
them to stay inside the international coffee organization. Isn’t that
true? ‘

Mr. HarriaaN. The idea of that is to see that those who do not sign
the agreement don’t unduly profit by the restraints that others——

Senator Douaras. I understand.

Mr. Harriaran., That other procedures—

Senator DougLas. You say everyone is in now; but if a country gave
up its membership, then the President of the United States could pro-
hibit any coffee from that country entering into this country. Isn't
that true? L o . i

Mr. JaconsoN. Senator, the obligation we have is not to exclude im-
ports from nonmember countries but, rather, to limit their imports to
the quantity in the base period. i |

Senator Douaras, I understand. This may be the purpose but the
language gives the President power to limit the entry or withdrawal
from warehouse of coffee imported from countries which are not mem-
bers of the international coffee organization. , ‘

Mr. JacossoN. It should have read limited in accordance with the
provisions of the agreement.

20-282—04——T7
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Senator Dovaras. As I see it, it could prevent this coffee from being
taken from warehouses or introduced into the country; if language
means anything, this is what it means, isn’t that truef .

Mr. JaconsoN. Yes, sir. It should heve read, and I think it 1f)rob-
ably should read, limitation.in accordance with provisions of the
agreement, but since this is intended to carry out the agreement, I
think that wasimplicitin thelanguage. L

“Senator Douaras. Let us pass 6n to subsection (b). The President
also has the power t0 pr’ollib}z—— o o , ‘
the entry of any shipmeiit, from any member of the international coffee organiza-
tion, of coffee which is not accompanied by a certificate of origin or certificate
of reexport {ssued by a qualifed agency fn such form as required under the
agreement, ‘ - : : _

Now, is it not true that virtually every country which produces
coffeo for export has a cofiee exporting authority ¢

Mr. Jacoson. Most countries do, that isright.

Senator Doucras.” Do you know any country which does not$

Mr. JaconsoN. Well, I think there are a few of the lesser producers
in Africa which may not have formal organizations. .

Senator Douvaras. Yes. Now, then, suppose these countries did not
issue & certificate. Suppose coffes came In which did not have a cer-
tificate of authority from the exporting country. The President could
deny access to the United States of that coffee. Is that not truef

Mr. JacossoN. That isright, sir. . S

Senator Doucr.as. So that in effect by our control over a major por-
tion of the world’s consumption of coffee, we can force countries and
exporters to stay inside the terms of the agreement and the provisions
of tho member couniries. Isn'tthat true? =

Mr, Jacosson. Well, they would have an inducement to remain,
that is right. : -

Senator Douaras, They would have a very powerful inducement in
that the market could be shut off from them, isn’t that true? - -

Mr. JaconsoN. No. They would be denied any growth in this mar-
ketdbut they would be able to ship to this country or all countries as
arule, ; | o :

-Senator Douaras, I don't see the word “growth” involved here. I
see the President given the power to prohibit the entry— =
of any shipment, from any member of the international coffee organization, of
coffee which i8 hot accompanied by a certificate of origin or-a certificate of re-
export {ssued by a qualified agencv in such form as required under the agreement.

In other words, there can be no bootlegging of coffes into the United
States unless it has been authorized by the exporting country under
the terms possibly of anagreement or possibly not wider the terms of
anagreement; isn’t that true? e

‘Mr. JacossoN. That is right, but if you are a fionmember of the
agreement, sir, you would not have to have the certificate of origin but
you would be'limited to the amotint of exports in the bass period. "

-Senator Dovaras, Well, it doesn’t evensay that.” -~ -0

Mr, Jacopson. This is 1n the, agreement itself, Sefiator, which—x

"Senator Doveras. But I mean this is’the implementing ageesment.

Mr. JacossoN."] agres. Perhaps it would liave been better had this -
beeh tied to the'provisions of the dgresment itself.: & -7 it

Senator Morton. Isn't this implementing'a portion of the treaty?

‘Mr., JAcoBsoN. Yeg, sir, 1 h T T e T Tt

<
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‘Senator MorToN.. You have stuff in the treaty, you don’t have to im- .
plement. : We ratified the treaty once,: :

Senator Dovaras. - Well, we are told that the treaty ‘would not be
offective unlesa the implementmg authority: was approved by the,

ngress. .

Senator Mormox. Ib won’b be effective unless thla is. ap roved,
agree, but at the same time we don’t have to implement. every ung t at. _
isin tﬁe troaty.
.Senator Dovaras. Now; if I may resume, does Brazll fixa mmunum
exgirrt jmoe on the coffee which is exported from Brazil f }

AcoBsoN. She in effect sets a mm,lmum istration prwa. o

Senator Doyaras. : Now, I hold in my hand the Wall Street J. ournal .
for this morning, On page 24, column 2, paragraph b or 6, there js a: -
statement, “Brazil yesterday raised its minimum export prwe for coffee
4centsapoundto42<:ents ”

And turning to column 4 we find that “Santos coffes in New York
yesterday rose to49 centeapound.” ™
Trlj:w’? thien, . is 3 le domg thls unde ho Internatxonal Coﬁ'ee ,

t : .

Ml‘yJAGO ON, . No, sxr; ghe is d ‘mg this i in accondance with her own

forelgne ange regulations.. ( -~
enatof Douaras. Isehe ‘;ola ing the

tfee treatiy ‘
pded that there ctxons unduly )

<

‘Mx. ACOBSON; :
forced/up pricesy’ ! ternatianal coﬂ?ee rgamzatxon.
and sgy 18 i8 not-within tHe-s of the agrgeme .
Sefiator Douoras. Buf/gi-the) predent shé
violgtion of the treaty. |
M., JacoBsgre. Si

S,‘ato‘r‘D‘odm, ’ /g certlﬁco.beofe rtforany:

ich.sblls -bolow\ imy s.which has befn ﬁxedt :
. 0.” :, q- H .
X 8 mi unumprnce,;;
- alower rwetogetaz

tor Donoms In othe
-then W) I refuse to p any: ffee,
certificate of reepr that ri ht? T : .
Mr. Jacsg mum————- N
-Senator Dquaras. N ow; just a mmute. Let’s také this stap by step

Then the coffée.comes to.us.without a certificase of. reexport and the' -
President ‘has. tho-power to deny- its entragceinto the United -States,

tsn’t'that true; or 1B~} dmw o w Warehouse? Isn’c that
rue j P P R L "
Mr. JAGOBSON, Thatxs mgh Wy

Senator "Dovaras: So we becomo an. enforcmg { to sup
the price: policy- of the -Brazilian Government unlessithe Braz an '
Government is declared to be m vio]atxon of the Interna,tlonal Coﬁ'ee )
ment: Isthat right®. 11 .0 b o o s il
r. JAOOBSON. Wel I suppose that i'tz one way of lookmg at. it,
WS ":‘ f, A’ }‘; Ayl (h :
Senator Dovams YOu say it. isongwayc Ismipbthe Wiy 8 oL
‘Mr; HarriMaN. Senator, the Bresident, |§ Assume;. would not
act under circumstances whxch were not to the advartage of" the )
Umted States. :
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Second, of course, we can withdraw within 3 months. So that if
the Brazilian authorities have functioned in a manner which we
thought was detrimental, we woitld first try to get them to change,
and then we would sict in whatever way we thought was in the in-
terests of the United States to function. So I think it is somewhat
hypothetical to assume that we wounld be in cahoots with any foreign
government in taking action which is detrimental to the interests of
our Nation. _

Senator Dovaras. Well, let me ask this further question. Brazil,
of course, is the major exporter of coffee. Are there similar require-
ments on miiiimum prices and certificates of export in most of the
other Latin American countries such as Colombia, Nicaragua, Costa
Rica, Guatemala; El Salvador?

Mur. Jacomsoxn. There are either such regulations with respect to
certificates of origin in effect now or there will be as a consequence of
their membership in the organization,

Senator Doveras. In other words, what we have here is a cartel
of the producing countries which can fix prices and also determine
quantities to be exported, and the President is given the power to deny
access to the markets of this country of any coffee produced outside
the cartel agreement, and this cartel agreement is not only an agree-
ment of })roducers but it is backed up by the authoritative of the
rules of the governments of the exlporting countgies. Isn’t that true?

Mur. JaconsoN. Senator, with all due respect, thay I offer one com-
ment on this question?

Senator Doucsras. Well—

Mpr. JacossoN. Because I——

Senator Douaras. I would first like an answer yes or no, and then
when that answer has been given, you can make the comment, but I
don’t want to have the thrust of the question diverted by a supple-
mentary tangential reply.

Mr. Jacosson. WelE { think the answer is, as Governor Harriman
just presented it, but if in fact the system were working in this man-
ner, to wit, if our powers were being used to enforce price rigging,
which I thing is the thrust of your remark, I would say no, we would
probably declare this to be in violation of the spirit, of the essence of
the agreement. :

Senator Doucras. Isn’t the price inherent in the system? Ve have
the countries fixing minimum export grices. Just yesterday they sent.
the price in Brazil up by 4 cents, and I presume the Central American
price will follow suit. I mean this is a straight cartel with the power
of the government behind the arrangement. Isn’t that true? And
we emerge as an enforcing agency. If we didn’t have this paragraph
1 in the supplementary agreement, their systems would fall apart
be;-fm:s.o we could go outside the agreement or we could take bootleg
coffes in. P :

Mr. Jacosson. Senator, may I please offer one comment here?

Senator Douaras. Surely. - - I RN

Mr. JacossoN. The price that Brazil is registering coffee at is about -
4 to 5 cents below the going market price in New Y6r§. Ce e

Senator Douvaras. ‘Naturally there ate shipping costs and. insurance
costs, ; I M S e N T

L
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Mr, Jacosson. No. Even after taking that into account. The rea-
son they raise the registration price is to assure that the exporters of
coffee turn in to the %‘-ovemmenh the foreign exchango equivalents of
the higher price that they are receiving for their coffees, but, the
rice t 181 were fixing is well below the going market price in New
ork, Certain other countries do not have registration prices at all.
But the point is that I think the Brazilians would argue, and I think
this is something we would argue back and forth with them in order
to be satisfied, they would argue that this registration price is not
forcing the price up. Rather, it is following the price. And I wish
the people of the trade here would comment on this—they may well
be able to answer this question for you better than I.

Senator Doveras. Is it not true that the export quotas are fixed by
the countries under youragreement ?

Mr., Jacopson. That is right. «

Senator Douaras. Well, now, is it not always to the interests of
producers to get as high a price for their product as possible?

Mr, JacossoN. That is right.

Senator Doucras. Yes. Well, will there not be a bias, therefore,
on the part of producers to try to raise prices? I believe the demand
for coftee is inelastic and therefore this can be obtained through a re-
duction in the total quantities exported, or a failure to increase the
3uantities exported in proportion to the increase in quantity

emanded.

Mr. JacopsoN, Senator, in August, before we knew about the catas-
trophe in Brazil, there was a quota exercise and the exporting coun-
tries had to decide within the agreement at what level quotas would
be set for the following year. Many of the exportin% countries were
persuaded that the level of quotas agreed upon would in fact force
prices down, not up. The year prior, and in an exporter agreement
alone, they did set quotas and they set them so high that prices ac-
tually declined from 1962 to 1963. From the time we negotiated
the agreement in August 1962 to the time of the next quota exercise
in August 1963, quotas were in effect and in that period of time, sir,
prices went down. And when quotas were again ne‘;fotiated in Au-

ust, many countries were persuaded that prices would again go down

use quotas were too high. The bias in that case arose from the
competing interests of all the exporters. They all wanted higher
quotas and the result was a bias toward lower prices.

The Brazilian situation has turned the whole matter around.

Mr. Harrran. May I make this comment, that in normal times
these countries compete with each other and if there is any undue
%overnment influence in setting too high a price, that country suffers.

ut under the existing circumstances there might be a possibility of
what gou suggest, but I do believe that it would be impossible for the
President to justify such an action as you describe. And secondly,
the discussions within the group would certainly tend to force a coun-
try not to behave in a manner which you describe. ,

Back of this all is the United States, the size of the U.S. market, and
the ability we have to get out in any 3-month period that we wish if
anyone abuses this authority. Fiven. In the first place, the Presi-
~ dent doesn’t have to exercise the powers we are seeking. Secondly,
the United States could get out. Thirdly, this committee will have
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a good chance to review 18 months of operation of this agreoment;
namely, up to and-including October 1965, when it runs out, before

- it takes further action. . And I do not beliove that anybody is unduly

- afraid of the type of actioii that you have described being taken by
a country. - It would in all probability redound to the disadvantage
of the producers of that country, | .

Senator Douaras. May I say it is much harder to get out of these
agreements than to get into them. And I hope the members of the
State Department will not take this amiss if I say that many Members
of the Senate, of whom I was not one, were induced to vote for the orig-

" inal treaty on the promise that we would be free to deal with this situ-
ation when the implementing legislation came up.

Now, you have made it perfectly clear there is no legnl obligation
upon us to pass this implementing legislation, but you have also im-
plied, I think, that thore is a moral obligation upon us, because this
would be backing away from the original treaty. Now su‘[()‘pose wo
pass this legislation and then later the President wantg to kick over
the traces and break the cartel by admitting coffee from countries

~outside the coffee organization or from mavericks inside these coun-
tries. Then he will be aceused of breaking faith.

The point is in these international affairs we get led on step by step
by step and even though tve may be legally free to retreat and with-
draw at any time, the pressures against us doing so'become overwhelm-
ing and then in the cause of good neighbors it is said we shotild not
exercise our legal rights. : T

Mr. Harrryran. Senator, may I field that one?

Senator Doucr.as. Yes, indeed. . ,

Mr. Hasgtaran, T don't believe you are under any more pressure
today than you wers wlen the Senate acting gave its advice'and coh-
sent. This agreement is a result of 4 years of discussion, It is a

. general attitude that the President of tﬁe Uniited States took in’his
talk in 1961, T am not sure that I have his language. Here we ave.
Ho stated to the Latin American ambassadors at the time 6f the inau-
guration of the Alliance for Progress, he said among four or five
points: . . '

. Five, the United States Is ready to copperate in serfous case-by-case examipa-
‘tion ot’ commodlity market problems. ¥Frequent vioient changes in commodity

" prices seriously injure the economy of many Latin Anjerlean countrles, draining
thelr resources and stultifying their growth, Together we must find practical
nmeans of bringing an end to this pattern. : .

- That was hailed the world over among the developing countries—I
happened to be around the world at that time—and there:is no state-
ment of any President that has been mors hailed than thit statement.

-~ So that this has been a dppl_icy of our Government for IonFtiiﬁe.

*‘We have attempted tb find a'way to deal with:it and thiis is the first

attempt.  Any time when we back away from it we are‘under equnl
ressure, 8o that I 'do not believe, sir, that the Senate has been plased
n an intolerable position at'this time.” I think the pressure was just

‘the shme last May ns it i3 today from the St«hhdpoiflt‘of'cht‘ryi‘pg%pr-
ward the spirit of good relationships between buyer and'seller,”

- Senator Dovaras. Now, I can understand the desire of producing

- couritries to ﬁet & higher price for thelr product, and I think it i§ true

" that the condition of ths vast majority of the people in Latin Arheriea
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is a very low one. We would like to improve that condition. A vote
for the Alliance for Proigress is not a very popular course in my State.
I consistently supported the Alliance. I think it is doing very good
work. I want to see the conditions of the great mass of Latin Ameri-
can campesinos and peasants raised. But I think sometimes we con-
fuse improvement in conditions of the people with improvement in the
condition of the plantation owners and exporters. :

Now, in the last 2 years my wife and I have traveled in Colombia,
Ll Salvador, and Guatemala, I hasten to add at our own expense.
Now, in Il Salvador and Guatemala we found the prevailing rate of
wages to be from 80 cents a day to $1 a day. The average quota of
a 100-pound bag of green coffes beans, or cherries as I beliove they-are
called, is approximately 100 pounds, one bag a day so that'the picking
cost is aplproximately a cent & pound., | : ‘

Now, I know that there are other costs which are added on sub-
sequently to this and you can produce elaborate statistics as to the
proportion of the final price of coffee which goes into the hands of the
peasants. And any material on this point would be welcome. I sim-
ply submit what I think is reputable evidence on the picking cost which
is the main amount that goes to the peasants-all over the countryside.

I think the coffes plantations are owned by a relatively small number
of men. If we take the country of El Salvador, which it is true is
& minor exporter of coffee, you hear the familiar figures that 14 families

-own the land of El Salvador, export the coffec. Now, just as in the
case of the big b in Hawaii, I suppose marriage and doscent in some
cases diluted this, and I have heard statements that the number of
families may now i)enshigh as 40. . s S

On the other hand, & friend of mine was having dinner with one of

. these families and this woman remarked, “You have heard about the
14 families, haven’t you?” He replied “Yes,” “Woell, sir,” she said,
“T want to tell you there are only four families and our family is one

ofthem.” . =~ . i : - :
~ There is high concentration in El Salvador, a great deal of concen-
tration in Guatemala, algr.eat .deal of concentration. in Colombia.
I have never been in Brazil but I am told thisistruein Brazil; - -
Now, wea.had this period of the middle fifties in which the price of
, cbffes rose ‘according to your owil statistics ta 80, cerits and more.
Penple told me that during this period the condition of the peasants
- did not appreciably improve. - They were paid about the same wages
as_before.” Giaing "went entirely or almost entirely to the planters.
'Now, what was hapnening during this period? Not any appreciable
increasa in wages. Not any appreciable improvement 1n the condi-
tions of ‘the ‘Peasants. | Tt was during that period that the revohition-
ary movements hegan to’ gather force because of the dépressed con-
dition of ths peasants, o L
What did happen? Elaborate houses and plantation holises were
built by’ the planters, and they sent, abroal eapital anohymously to
‘be deposited in Swiss bianks in numberéd accounnts, so that the idén-
 tity of the owners would be concealed, L
Whent T was in Mexico ity some yeats ag6 I tried to find otif about
this from various students of Latin American finance. . I beliéve it
is true that from $1 billion to $2 billion 4 yedr of Platitation profits
was exported, deposited in cash accounts in foreign banks, seme of
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them in New York banks but. mostly in Swiss banks, in numbered
accounts, Money was not used for the improvement. of the condition
of the people. It was not used for the development of industry. It
was not used to expand employment.  Whether it. was fear of revolu-
tion, or belief in t}m unprofitability of Latin Amevican industry, or
the desire to have accounts that they conld draw on when they spent.
their timo on the Riviera and the various European resorts which
they frequent, T don’t know,

Tf T could bo certain that this wounld really help the condition ot
the people farthest down or help it to any appreciablo amount, T
would bo strongly tempted to vote for this legislation, but I see no
assurance, Mr, Harriman, that this is going to happen. T think what
will happen will be the enrichment of a relatively small class of peo-
ple, that the trickle-down theory which my party has never advo-
cated domestically, at least the northern section of my party has
never advocated internally, that the trickle-down theory will work
oven less well in Latin America than it would in the United States.
And therefore T support the Alliance for Progress beeauso T think
this is a means of building up the condition of the people. But I
don’t believe that you lmi{;d up the condition of the people by en-
riching the multimillionaire Emdownors and coffee producers of
Latin Ameriea.

Now, that is my faith, If T am wrong, I wish to be corrected.
T know that you have very high humanitavian instinets, Mr, Harri-
nman, T respect you, Imlood,% have great affection for you. But I
will have to bo convineed T am wrong,

Mr. ITanrnvwan. T would like to answer your question hut Mr. Mann
is desirous of answering your question as he is responsible presently
for the Alliance for Progress.

Senator Carrson. Mr, Secretary, would you be willing to let me en-
ter into this just a moment becanse it happens to bo that I opposed
this agreement a year ago and T made a statement. here recently. I

ot a letter hero from Colombin and they sent in n clipping that has
een translated for me. It followed along what the Senator said.
This lady berates me for being opposed to the coffee ngreement.

She said:

The independent coffee workers liere draw a dally wage which does not even
meet the U.S. minfmum hourly wage (I am talking of the workers, not the rich
landowners).

It would seem that yon have never been to Latin Amerlea, at least to Colombia,
for if you had, and really had been made aware of the problem, you could not

possibly think that a miserable 2.5-cent rajse in wholesale coftee would warrant a
10-cent Increase to the housewives in the United States.

Based on what the Senator just said, do we have any information
how much the campsesinos are getting out of this in Brazil, Colombia?
T would like to have the record show how much of an inerease they
get out on the farms,

Mr, Maxnn, Senator, I sympathize with your interest in this and
also Senator Douglas. I would like, if I could, to make just two or
three general comments at this time.

I served as Ambassador in Il Salvador. I know all of the ¥14
families.”

Senator Dovaras. There are 14,

R A T R YLV T
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My, Mann, Well, I use that in quotes, Senator, because I have o
respect. for those people.  They arve not leeches on the body of society.
Thay die from heart attacks, from overwork, just as we do.  ‘T'hoy pay
n very high export tax at the time thoy export n bag of coffee. "They
work havd.  They are not wealthy by standards that T havoe seen in
other Latin Amorican countries.  Itisn very small country.

Nenator Dovanas. You mean El Salvador,

My, Manw. i Salvadory it ig true that capitalists in Latin Amerien
do sometimes in times of no confidence send t\wir money away, Many
of the people in Cuba who had confidence in Castro didn’t, and they
wore \\'Ip(‘(\ out,

_]Ilr.lis something that should be discouraged, and 1 have confidence
will be.

Also I would like tosay that the Allinnee for Progress, ns you know,
is doing its best. to increase tax collections, bring about improvements
in tax policy, nnd we are interested in raising wages up to the level
where the cconomy itself won't be adversely affected.

A developing conntry can’t pay the wages that wo pay in Detroit.
They do have built-in costs and very heavy taxes. And with your per-
mission 1 would like to—I have a suspicion that wages in 121 Salvador
in the last 24 months have been inereased quite a good deal because
they do have there n revolutionary government which is interested
in tho worker, and I think they have done quite a bit.

Mr, Harruaean, May 1 say a word or two on this subject? The
Alliance for Progress, ns you know, has as its objective the type of
socinl vaform which T know, Senator, from my 30 years knowledgo of
your attitude—wo worked as colleagues in the carly days of the de-
pression and 1 have a full indevstanding of your philosophy and I
respect. it. very much. I am suve that you are for the objectives of the
Alliance.

Some countries are making more progress than others. The ability
of the cconomy of the country to col*oct. enough foreign exchange from
its oxports makes it possible or makes it impossible for them to carry
forward tho social reforms that are necessary, and coftes is one of the
commodities where tho Government does collect a very large share of
the export.price, rather more than almost in any other case. I think
pm'lm\)s it. is more than any other case. And therefore it does go into
the public treasury.

ow, what the Government does with that money depends on its
policies and the pressure on the Government to carry forward the type
of educational program which is necessary to eliminate illiteracy which
is provalent in some of the countries, to earry along the health pro.
grams, to cnrry forward many of the social raforms which are neces-
sary, to make the investments that ave necessary in the infrastructure
which is required—all dependent on tho export enrnings.

And therefore, if wo are to help these countries achieve the objec.
tives which wo lave so enthusinstically joined in furthering, in my
judgmont. wo can do so only if we become a more responsible body,
and this agreement, coffee agreement, is ono modest step forward mn
that direction, and T do earnestly hope that you, Senator, will sup-
port it.
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- Some countries do not fully adhere to the very high objectives of
the Alliance for Progress, though there are a number of other coun-
tries that do. I can only say that unless the Latin American coun-
tries get a reasonably stable price for their commodities and a reason-
ably fair price for their commodities, the Allinnce for Progress can.
not be a success. The social reforms that you are so keen to see them
have will not be possible.

I don’t know—Mr. Mann, would you agree with that statement?

Mr. Mann. Iagree completely with that, Governor.

Senator Douaras. I know this is a debatable subject and I respect
your opinion very much. I would like to have included for the record,
therefore, the export tariffs on coffee imposed by the various countries
and the total amount of the collections which they get and the percent
this forms of the export sales price.

(The information referred to follows:)

Coffec: 1962 cxports, export value, and cxport taw revenue for gpecified couniries
. [Dollar amounts in thousands)

1962 exports
“I(thousands of | Total export | Export tax
gs, 132.3 valuo revenue !
pounds each)
Dominfean Republe. oo omn i ciacec et 487 - $19,849 $5, 858
El Salvad 1,263 74,227 8,165
QGuatemala.... 1,852 74,034 11,105
Hafti......... —e- 514 , 627 6,460
Honduras .- 264 11,450 1,720
MOXI00. o o e it ceeieccieicieeeieaaaaas 1,619 71,286 7,924
Nicaragusa.... . . : 15,430 331
[ ;111 16,376 642,629 360, 272
Colombia, 6, 561 343,085 43,400
cuador 551 20.901 1,820
Peru....coecevunnn.n .- 624 24,101 1,650
Angola............. 2,618 65,102 7,830
Ethlopia , 44, 5,022
Ivory Coast 2,352 76,650 11,497

1 In several cascs these figures are derlved, and should thercfore boe used as approximations only.

Senator Dougras. May I say I think in El Salvador the Govern-
ment is doing an excellent job.  We are very competently represented
there, splendidly represented, I think. I don’t wish fo cast any reflec-
tions on other countries. Brazil is the chief exporter of coffee. I sup-
pose it dominates the coffee trade in Central America’; North and South
American countries are peripheral really to Brazilian coffes. I don’t
want to aggravate relationships with Brazil beyond what they are
already, certainly, and I thihk perhaps the chief responsibility for
any bad feeling that has developed has been the fault of Brazil, not
our fault, and I labor under the disadvantage of never having been in
Brazil, though I try to read a great deal about Brazil.

I would not say that the big landowners in Brazil have been con-
spicuous by their social point of view, and I am struck with the fact
that the testimony which I was able to get in North and South America
and Central America was that the big increase in prices in the mid-
fifties was not accompanied by any appreciable improvement in the
conditions of the peasants. Almost the entire amount according to the
testimony that I received went into the hands of the planters, pos-

A>3
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sibly in some cases of the Governmant, and after the prices subsided,
there had been no permanent improvement in the'lot of the peasants.

What I am afraid of is that by the devices which I have already
tried to indicate, we may-expect i%’ we ratify this implementing legis-
lation, the prico of coffes will go'up. The articulate, educated, wealthy .
groups in those countries will prosper. There is no survety that the
families down at the bottom wRo live on a miserably low scale will
beneﬁt.appmciabl{;.. | \ , ,

Now, 1n the embassies and the cocktail parties and the tea parties
wo will be acclaimed for following out the good neighbor policy, but
this is the superficial crust of Latin American life.” The real volcano
is found underneath.

It is for these reasons that I have many doubts about this matter. I
voted against the original treaty because I had just such fears as this.
It is for theso reasons that I still have many doubts, but I am ready to
examine the question on its merits.

Mr. HarrmaN. Senator, may I say that I wish that you would
have come to Siio Paulo. I had not been to a Iatin American eco-
nomic meeting since 1948, I went to Bogotd then with General
Marshall, and then I learned at firsthand that the thing that they
wanted above all else is stability of price.

I was very much gratified to see the change in atmothere between
1948 and this last year, 1963. The determination on the part of the
ministers to take action along the lines of social reform as committed
in the Alliance, social reform and social progress, improvement of the
condition of the people, is very eloquent and they took steps at that
time to organize a committes of alliance which will function a good
deal along the lines of a similar committee in the Marshall plan.

If these countries will work together in the way in which they are
beginning to—the Alliance is only 2 years old and it is only beginnin
to have its effect, but I was very much heartened—1I think you woulg
have been too, éenator, if you had been there. Progress has been
made, unfortunately not as much as we would like, in improving
conditions and anyone who goes to Sfio Paulo cannot help but be
amazed at the improvements made there. That is not true throughout
Brazil. Fhero are parts of Brazil where there is abject poverty, but in
certain parts of Brazil there is very real progress.

This 1s true throughout Latin America. I think there is a growin
understanding of responsibility of the educated groups in these dif-
ferent countries. Unfortunately where progress hasn't been made,
there have been some revolutionary forces which have tended to set
back progress rather than to advance it. Of course I am not going to
mention any names. The most outstanding example of where revolu-
tionary forces have come in to end abuses of people has been Cuba and
there we know these revolutionary forces were disastrous to the wel-
fare of the people.

Unless we can cooperate in helping these people to stabilize their
economy—wse are the big buyer and we are so much responsible for
their welfare that I do hope on reconsideration you will support this,
Senator. The questions you have asked are very penetrating and we
s}hall do our best to provide the information. Weo will see that you get
them, sir.
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- Senator Doveras., Thank you very much,

Th;a Cuamaran, The cornittee will recess until 10 o‘clock tomorrow
morning.

Mr. gecremry, I know you are very busy and if you have other
appointments tomnorow you need not appear unless you desire to do
so. If additional information is desired, we shall direct our questions
to Assistant Secretary Mann or Jacobson,

My, Harriman, Thawk you very much, Senator. I am grateful to
you for your attentiof,

(Whereupopytt 12:30 p.m., the committee was in recess, to reconvene
at 10 a.m., Wednesday, February 26, 1964.)

BEST AVAILABLE COPY
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WEDNESDAY, FEBRUARY 26, 1964

U.S. SENATE,
Coxatrrrek oN FINANCE,
Washington, D.C.

The committeo met, pursuant to recess, at 10 a.m,, in room 2221,
New Senate Oftice Building, Senator Harry F. Byrd (chairman)
presiding.

Presont: Senators Byrd, Douglas, Talmadge, McCarthy, Ribicoff,
Williams, Carlson, Bennett, Morton, and Dirksen,

Also present: Elizabeth B. Springer, chief clerk.

The Cinamraran, The committee will come to order.

I submit for the record a letter and an accompanying statement
of the Honorable Leonor K. Sullivan, Congresswoman from the State

of Missouri.
CoNGRESS OF THE UNITED STATES,
HOUSE OF REPRESENTATIVES,
Washington, D.C., Decomber 18, 1968.

"Hon, HARRY F\. BYRD,

Chairman, Committee on Finance,

U.8. Sonate,

Washington, D.C.

DeAr SENATOR Byrp: I appreclate the opportunity you have afforded@ me to
file a statement with the Committeo on Finance so that it wiil be avallable to the
mombers when the committee considers H.R. 8864, to authorize the President
to carry out the obligations of the United States under the International Coffeo
Agreement, 1002,

Since It will not be possible for me to appear before your committee on this
matter, I am most anxious to call to the attentlon of the Committee on Financo
the importance of retaining in H.R. 83864 the amendment which I offered to the
bill whene.it was before the House on November 14. Tho gist of this amend-
ment to section 2(8) of the bill is that it would require the coffee trade to keep

-records, statlstics, and other information, and to make this information avsail-
able to the President; on prices of varlous types and grades of coffee imported
into this country and sold to the American people. The bill had previously
required such records and Information to be kept, and reported to the Presi-
d;mt. fI')nly on matters concerning the importation, distribution, and consumption
of coffce. :

Since the bill, in section 5, calls upon tho President to submit annual reports
to Congress on the operation of the International Coffce. Agreement, 1962,
“iIncluding full information with respect to the general level of prices of coffee,”
it is necessary, as Chairman Mills, of the Ways-and Mecans Committee, con-
ceded, In agreeing to my amendment, that the President have clear-cut power
to obtain all the information he needs in order to include “full information with
respect to tho general love! of prices of coffee” in his:reports to Congress.

.I am attaching the remarks. I made in the House on November 14 when my
amendment was added to the bill.! At that time I explained in some detail why it
fs not Ible or practical for the President to rely on the published prices of
-coffee for his déterminations of “the generdl level of prices of coffee’” T ask
that myispeech on the amendinent be incorporated as part of this letter.

ﬁ:cgttstehignﬁ by Representafive Sullivan appeats on pp. 20717-20710 of the Congreasional
e L il 108
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I am also enclosing pages from the Congressional Record of November 14
containing my remarks in general debate on H.R. 8864, In case you intend to
have a printed record of hearings on H.R. 8864, I would appreclate baving that
additional material included in the printed volume. I am particularly interested,
?owever, in having this letter and the accompanyliug remarks on my amendment

nade available to the members of the committee, and the additional material I
am enclosing, as I said, s submitted oni¥ In case there will be a printed record.
Sincerely yours,
“xoxon K. (Mrs. JouN B.) SULLIVAN,
Member of Oongress.

Mrs, Surrivan. Mr, Chairman, as I explained during general debate on the
bill, H.R. 8804 as reported, calls upon the Presldent to report annually to the
Congress on the operation of the International Coffee Agreement, including, and
I quote, “full information with respect to the general level of prices of coffee.”
Such reports are called for in order to give the Congress a basis on which to
decide whether continued U.S. participation in the international agreement is
_to our national interest, and whether the consumer is being properly protected
against unwarranted increases in prices. ]

Elsewhere in the legislation, in section 2, paragraph 3, the President is au-
thorized to require the coffee trade to keep such records, statistics, and other
information, and to render to him such reports, relating to the importation, dis-
tribution, and consumption of coffee as he may from time to time. preseribe.
However, it should be noted that whereas the President shall submit to the
Congress a full report each year on all aspects of the operation of the agreement,
Including full information with respect to the general level of prices of coffee,
the section of the bill giving him:authority to require the rendering to him of
relevant information.by the trade does not make any mention of his right to
require information on prices, Certainly he should have that express authority
if he, in turn, is to report to the Congress on this vital phuse of the agreement’s
operations. . . oL,

The international agreement ig intended to achieve a stable floor under prices
at about 1062-levels.. However, we have a right to fear that under unforeseen
circumstances, quota restrictions could also lead to a sharp rise in prices well
above 1962 levels. So we have a right to know—the President has a clear duty
to find out—what is happening to prices at any time during the life of our par-
ticipation in the agreement. N

Now the question might be asked, Mr. Chairnnan, why it should be any prob-

-lem for the President or anyone else, to ascertain:the prices of coffee. - Presum-
ably anyone could find out by reading the financial journals each day, or looking
-at the published daily Information from the New York Coffee & Sugar Exchange.
But it is not that simple. PRI
As my Subcommittee on Consumer Affalrs of the House Banking and Cur-
‘rency Committee has learned in connectloni with bur study of sugar, the pub-
‘lished’ daily spot price .of a volatile ¢ommodify is not necessarily—not at all
necessarlly—the actual price: at-‘which importers are buying the commodity.
«The spot price represents only the price at:which some sugar, for jnstance,
comes into the country on a -particular' day—or will come in some weeks or
‘months hence. But huge:quantities are purchased on a fixed price basis which
‘Just doesn’t sho\v up in the published dally quotations. = « o o
-. Coffee futures are gyrating now i response to rumors, expectations, possi-
bilities, and a great deal of speculative fever. A séat on the Coffee & Sugar Ex-
change sold a few days ago for $8,500, up $1,400 from the last previous sale.
" Futures speculation can certainly influence price—-as woé found out earlier this
- year in sugar--but {t doesn't necessarily set the price at which most of the com-
“modity s actually'sold. Incidentally, this is-fiot a federally reguidted exchange.
Mr. Chafrman, in carrying out his responsibilities to Congress and to tli¢ Amer-
“ican people under the International Coffee Agreemetit, the President of the
"United States should have the:clear-cut authority to obtain full and exact in-
formatlon, rather than be‘restrictegl to the bits and pleces of pricé information
which may be fed ouf by the trade to suit its own purposes. This améndment
_glves him that authority, 'Yurge its adoption. T o
-, The Cramaan, Under Secretary W. Averell Harriman had a pre-
vious engagement for. this morning and will not be with us. However,
Assistant Secretary Thomas C. Mann ““518‘? uty Assistant Secretary
Jerome Jacobson, who'dcddripfiied the Unider Secretary yesterday,
are available for further questioning by the committee.

]
1
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STATEMENT OF THOMAS (. MANN, ASSISTANT SECRETARY OF
STATE, INTER-AMERICAN AFFAIRS; ACCOMPANIED BY JEROME
JACOBSON, DEPUTY ASSISTANT SECRETARY, ECONOMIC AFFAIRS

Tl;e Cnamryan. Senator Carlson, I believe you have some questions
to ask. ‘

Senator CarrsonN. Mr. Mann, I certainly appreciate your appear-
ance here this morning.

What is your official position? Are you in the State Depart-
ment——

Mr. Mann. Yes,sir, I am Assistant Secretary in Charge of Inter-
American Affairs, . : :

Senator CarrsoN. In other words, this problem we are discussing
gets very close to your operations.

"~ Mr, Mann. Yeds; it does.

Senator CarusoN. I have been trying myself to get a picture of the
International Coffee Agreement and its operations. I did do a little
reading a ¥ear ago when this matter was before our committee. As
you know, I did oppose it. I thought we were getting our country into
a position where we would let an agency completely out of the United
States control the import of coffes, -

Now, am I right in stating that the management. of this Coffee Coun-
cil is composed of 14 people of which we have 1 representative?

Mr. MannN. Senator, Mr. Jacobson, who is Députy Assistant Secre-
tary for Economic Affairs, helped to negotiate the ngreement and
knows more abont the méchanics of its workings than I'do. I wasin
Mexico at that time. I worked on coffes years ago but not very re-
cently. MayIturntohim? : |

Senator CarrsoN. Mr, Mann, I am just tryihg to get information.
T am trying to get this gicture. : , :

Mr. Jacobson; let us discuss the organization.

Mr. Jaconson. Yes, I would be gladtodoso. _ ‘

- There is a council composed of representatives’of eacli-of the mem-
ber countries of the organization. That Council consists of approxi-
mately 60 representatives, 58 to 60 representatives. The votes In the
Council, of course, are proportionate to countries’ participation in
world trade. . ‘ :

The day-to-day affairs of thé organization are conducted by an ex-
ecutivé board of 14 members. We have'a permanent seat on the Board
as do several other countries. The remaining seats on the Board are
filled by representatives of a given country representing several coun-
‘tries. In'other words, the arrangement is virtudlly the same as thut

‘which exists for the 'in'ternational Bank and’ for'the International
"Monetary Fund: - - S
Senator. CarLsoN. For the record, if you don’t have it on the tip of
yotir tongue, would you list the other 13 coithitties that are a part of this
14-member Board that are presently"niana%ing the operations.
- Mr. JacoBsoN. ‘I can do so now, if you wish, but I can also submit it
‘for the record. - - S .
Senator Cartson. It might be interesting.
Mr. Jacosson., All rigrlil_t. On the importing side—my associates will
"have to check me—on ‘the importing side, the members for this year,
are the United States, Germany, France, Netherlands, Sweden, Can-
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ada, and the United Kingdom. And on the exporting side, Brazil,
Colombia, Guatemala, Mexico, Uganda—a representative of the Ivory
Coast representing several African countries—and Indonesia. :

Senator CarLsonN. And the permanent meeting place of this Board
and the Council is London.

Mr, Jaconson. That is right, sir.

Senator Cartson. And we contribute a certain share of it financially.
What is our share financially

Mr. Jacosson. We carry approximately 20 percent of the costs. It
is not more than 20 percent of the costs.

Senator CarLsoN. And we are paying that cost now. ,

Mr. Jacosson. We are paying only a very small share of the cost
now because the necessary appropriation is provided for in this
enabling legislation.

Senator Carrson. Roughly what do you think our share will be? I
don’t care to ask for exact figures. Maybe we don’t know. But what
do you think it is going to cost us to be a member of this Board to
participate, roughlly? . » :

Mr, JacossoN. It is going to cost I estimate, roughly speaking,
$110,000 to perhaps $120,000 per year. And it may be a wee bit lower
later on because the first year’s figures have the usual startup costs
built into them. ,

Senator Caruson. Now,the United Nations at least wrote this agree-
ment, did they not, and approved it ¢

Mr, JacossoN. ’l‘hey sponsored, merely called together the negoti-
ating conference at which point their responsibility ended and the
responsibility passed to all the countries participating in the negoti-
ation itself. .

Senator Carrson. But they did recommend that we have or approve,
at least, the crganization of an International Coffee Agreement,

Mr. JacossoN. They recommended that a negotiating conference
be called, and I would say, sir, that it is fully within the general atti-
tude and posture of the United Nations that they would favor an
agreement of thiskind. A That is right, sir.

_ Se&mtor CaresoN. I am not critical of it, I am just trying to under-
stand—— :

Mvr. Jacosson. I understand.

Senator CarwsoN (continuing). The background of it.

Now, it has been said that the purpose of this organization was not

_to increase the price of coffes. Isthat correct? R o

Mr. Jacosson. I think that is correct. The objectives spelled ont
in the agreement do not speak at all of fixing prices. The only ob-
jective specifically established in the agreement, sir, is that prices shall
not be permitted to fall below the low level of 1662, or violently fluctu-
ate up or down, , p

Senator Carwson. I want to read from article 27 which is found on

page 17 of the treaty, and I quote: : |

The nembers of thé agreement agree on the desirability of operating the agree-
ment in a manner such that the real income derived from the export of coffee
could be progressively increased.

. Now, does that mean they are goingup? =~ . e
. Mr. Jaconson. Well, at the time that article was written, there was

.considerable discussion zibOu(;;it, and ive made it very clear for the
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record at the negotiating conference that we saw the ultimate benefits
to the producing countries coming from an expansion of consumption,
If consumption rose, the income of the producing countries would rise
apace with that, That is what we intended. I must say in all candor,
Senator, that at the negotiating conference, tliere was considerable
discussion with respect to the price objectives, the price targets, and
the price obligations undertaken by the importing countries. We
made it very clear that we had no specific obligation to help the pro-
ducing countries raise their prices to any given target.

Senator Carrson. Well, Mr. Jacobson——

: Mr. JacosoN. And other consuming countries were right with us in
this, sir.

Senator Carrson. I have read the proceedings, and as a layman
having had no contact with it, I couldn’t help but %et the impression
that one ur]igso was to raise the price of coffee, and I tried to follow
it through. But we will just leave that.

Now, you said the desirability of, I wouldn’t say limiting produc-
tion—this agreement is so written that it tends to limit production,
doesn’t it ? , V

Mr. Jacopson. Oh, no, sir. There is an article, the number of
which escapes me at the moment, called “Production Goals,” and that
article speaks of the desirability of nations bringing their production
into_line with the longer term estimates of demand. All countries
would be concerned if production were greatly in excess of demand as
in recent years. This would force prices down tremendously as did
happen recently. Likewise, we would be equally concerned if pro-
duction were too small because that would drive prices up. Our ob-
jective is to bring production in line with the long-term prospects for
consumption so that price stability can be achieved by bringing pro-
duction into balance with demand. , ‘

Senator Carrson. In other words, that is n statement in the article
already written, and we have agreed to it, isn’t it? I want to read
from article 157, just a short sentence or two. It reads this way: “May
establish an international coffee fund to further the objective of
limitins the production of coffee.” - Now, that can have but one idea
in mind, can’t it, and that is to reduce production in some of these
countries ? ‘ _ , \

Mr. Jaconson. Well, the question is penetrating, and I think we

- have to carry ourselves back to the atmosphere of August 1962. Then
we had tremendous overproduction, and the countries were concerned
at the time that that overproduction meant even greater declines in
price than we had already experienced. I think that is the origin of
the article. But it is yery, very clear that we would be tremendously
concerned if we foresaw sflortages of coffeq production in-the world,
because that would mean higher prices, and this is sométhing against

-the interests of our consumeys.: = - ., . . :

Senator Carrson. I have been amazed. at the statements that have
been made and testimony that has been presented.here about all of a
sudden we are in a coffes shortage:when I would say as late as last
September there was great concern as to ' what we were going to do with
coffee. . Is it not true that Brazil burned. 6 million hags of coffeat

_ Mnr. Jacosson.. The 6 million'bags that she burned In recent years—
I don’ know. the exact figure, but, I do know that some coffee: was

20-282—64——8 ‘
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‘burned. These were, as I understand it, extraordinarily low quality
- coffees; many, many-years old that had lain in stocks, had rotted, and
‘they were simply not fit for human consumption, There is a continu-
-ing culling process that-goes on because simply to maintain stocks
itself is an expensive matter. So they simply got rid of the stocks
-which weré no longer salable, ‘ |
Senator CarLsoN. Is it not true that Brazil—and I am speaking of
“Brazil; I have nothing against Brazil; it is a great country—but isn’t
it true that Brazil destroyed méchanically in one instance 200,000
coffee trees in order to %et the supply down? - '
Mr. JaconsoN., Well, I do know that an eradication program has
been underway. The origin of that was in the tremendous over-
- production which had existed in recent years. :
- For example, in'1959-60 Brazil produced 44 million bags of coffes,
She alone prodiiced more coffee that'the entire world consumed, and
in that year she put into stockpile roughly 20 million bz:lg's of coffee.
This was completely ineconomic, and so she dec¢ided to‘end the surplus
-production by reducing produdtion in the less productive areas and
. concentrating production in the productive ones.
- Senator CARLAON, I assum?1 they'did it, of course, to gét coffes pro-
duction in line with the world market. s that right? i
" Mr.  Jacosson. 'Wéll, with her estimates of what her possibilities
were of selling coffes'in the long term.” The present situation I think
I can say with ¢onviction does not arise--the present shortage does not
arise ont' of the eradioation program. It arises clearly beyond any
“doubt fronithe natiénal disasters which struck Brazil in the past year.
- Senator CarisoN. I dm secepting your word for thet, and I have
‘no doubt’that they have had some disastérs because I have read of
thém. I am not too faniliar with them. There is a great reduction.
What about other countries? We are in'‘an International Coffee
-Agréement now. Aren’t tliere other nations that might excéed their
"quotas if they wers perntitted to doso? “Wouldn't Colorbia and other
‘countries bo glad to ship us more coffes than they are doing nowd
" Mr. JAconsoN. I thihk the situation runs somewhat as follows:
' Colombia’s current prodiction for export ‘{ust,; about is equal to her
market possibilities. '*She has limitéd suppliés of coffee in'stock, per-
haps 4 or 5'million bags which I am told by the Colombians répresent
‘normal working stocks plus a little ovéerage, arid they intend to make
‘these stocks ‘available to'the market 'in' order to assiire that there is
‘no shortage of Colombian'coffee. - - = - - '
. Senator CARLSON. Wolildn’t that be true of 'other nations if wé just
said; well, let us just have a supply and demand system, 'Counldn’t we
‘go into ‘Africa ‘and-other tountries and ‘buy-coffee without- going
‘through'the qudta system " -~~~ .
‘Mr. Jacoeson: I think X can count on'twoé or three fingers here the
number of countries today that would have coffee availuble perhaps in
excess of their quotas.” By and largé'in Latin -America there is no
‘connitry—by and large; now, with rare exceptions--there is no country
that finds itself limited in exporting by virtue of export quota. This
-is particularly trye since’ wé tchieved the 2.8 'million bag incrédse in
exgort quotas at the recent mesting of the Coffee' Council in London.
enator CARLSON. T 'noticed yestérday it was discussed that we had
~had this meeting, and 4 statémeént made thdt'if theré seems to be any
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' probléim, e can get these quotas'increased by a/meeting of the Board,
a il&ydu"didld(‘l)'that. “When did yot do that? = !
1. JACODSON. February 18just 2 weeksago, | o

Senator Carrson. Isn’t it a fact in December you had a ‘nieetitr;ﬁ

and tried to increase the quotas for the United States and were rejec

" by a vote-—- ' ' :

Mr. Jaconson, That is right. The situdtion 'then was, if I mny say
so, radically different, Then Brazilian coffee prices had moved up
only about 4 cents a pound, and it was unclear what would happen to
prices. The prices of Colombian:coffees had not moved up at all.- In

. fact thé price of Colombian coffes was lower than it had been in 1962,
And so at that time they did not agree to increase the quotas. They
did agree to keep the situation under review. o .

I ought to pont out that even then, in the face of potential increase
i’ market, the vote to’increase gotas- failed by only the tiniest: of
margins. When we returned to London barely 3. months later in the
face of'a radical change in the market, the quotas were increased by a
virtually unanimous vote both on,tlle;exs:ort)er‘ and'iniporter side.

.o (The followinig was later recoived for therecordt) - =
_ I should like, if I may, to qiiote at this point from'the Merrill, Lyach news-
letter of February 19, thé “Coffee Review"” on thé subject of the recent giota
indrease. -1 think: the ‘views éxpressed in the réview reflect the consensus of the
. trade in this matter. Itreadsasfollows: . , L
. “The most signifiéat, yet widely anticipated, event of thé past fortnight'has
“béen thd"decision of ’;he“l_qtgjtnati}onp% (Coffes Otganization to {ncrease export

"qiotag- ¢ &%, : o - et b e s :
©ephie TCounéll “rapldly’ elosed - the -sharg ‘différerices ‘of'‘ophilon’ which' had
ezghgracterlzed the quota questlon for many onths.” Corferenco delegates ‘were
‘for, the' miost' part pleased with the'décision and ¢¢nfident. thie agreement ' had
passed with'fiying colors the most rigorouli'test of its short life. ' In-rapid order
_ the image of thé Orfganization in'the eyes 'of ‘consuming riations has been vabtly
‘imprgved and, the concept has been reiriforced that‘the Coffee agreement 1y ridt a
‘tool 'for' unilateral use by producers. - On the other hand, some producerd are
i appy‘b?gau e of the ;elggiy?y small increase in'éxport quotas, now thougthit-to
‘be prdcticall ‘!h‘ﬁarménf‘jw_,thi recént deinsind l6vels. 'The fears of substantial
_ price gegrpss,ioxngormerl ''80 ardently advanced'by cértain ‘producers appeat to
“haye vafished,. The coffee mdrket will bé dictated. by statistical and weather
“developthénts for sonle tinie to dome. 'It nojw'appears that the elevated quotds
. may have Jittle effect for thé time béing oh alteting sparse offerlngy from Bratil.
“hlle réagfjgd‘_c_go'; ‘15 4 promineiit reason for small offéringg, the willingness
~“of plhtiters’to hold bedns d8 a hedge against Fapld inflation sliduld not be ignored,
The London Robusta market is still experiencing strength, despite the fdact'that
.Africa i3 a world .toffee producer, segment:that does not face.gharp curtailment
. of crops.... This strepgth ,only. gerves. tg, emphasize ,,t?‘e leadership of Brazilian
_price and crop developments in the world coffee market pleture.”” -
. .Mr. JacossoN,. I.can state with conviction based pn my digcggiéqs
with the exporting.countries that if the market, should continue, this
.way, I have no doubt, whatgoever that they would approye a further
-increase-in.quotas because they are persuaded as we are that, quotas
should in no way contribute to the price rise. Natural factors may
- cause it; and that js something we can’t control, but we certainly don't
.want artifiial barriers such as quotas .to.icpntnfmtg to the price rise,
: Senator CarrsoN. The facts are }}egdad hold a;meeting and did cast
-avote to inorense the quotas, and wefailed. . . . .10 it
. NMr : ;{gcbpsom .That is right, sir, as concerns.Council action last
‘November, : ‘ ;
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Senator CarLsoN. I have here—I just happen to havean article from
Tondon in regard to this particular meeting where the quotas wore re-
jected, and I shall not read it but I think it ought to be made a part
of therecord, Itstartsout—

LonpoN, December 4,—The International Coffee Agreement is in grave danger
of falling by the wayside, the Financial Times said today. Many members are
sadly disillusioned, it said. The crisis has arlsen over efforts to Increase quotas.
If these had sncceeded, more coffee would have become available to meet press-
ing consumer demand and bring down the high prices ruling in some grades.
But the International Coffee Council failed to give the necessary two-thirds ma-
Jority to the Executive Board’'s recommendation * * *,

I would like to ask that this be a part of the record, Mr. Chairman,

The Caamraan. Without objection.
(The article referred to is as follows :)

UNITED STATES ANGRY AT PRICE B0ooST—COFFEE QUOTA RISE PERILS AGREEMENT

LonbpoN, December 4—The International Coffce Agreement 1s in grave danger
of falling by the wayside, the Financlal Times sald today. Many members are

sadly disillusioned, it said.
The crisis has arisen over efforts to increase quotas. If these had succeeded,

more coffee would have become available to meet pressing consumer demand and

bring down the high prices ruling in some grades,
But the International Coffee Council failed to give the necessary two-thirds
majority to the Executive Board’s recommendation raising quotas by roughly 1

million bags.
Colombia was the major coffee power opposing higher quotas, the Financial

Times reported. Colombia, with her top quality mild coffee, has not enjoyed
the full extent of the rise in prices. It is the African Robusta coffee that has
almost doubled in price this year, and in Africa there are mounting stocks which

cannot be shipped because of limited quotas, ,
The United States has not yet fully ratified the Coffee Council. It has until

December 81 to do so. If it falls, the operation will be made extremely invidious
without the membership of the consumer of half the world’s coffee exports.

The United States is angry at the higher prices, and there is constderable
political opposition which may overcome the strategle reasons for keeping the

agreement alive, said the Times. o
If the United States does sign, the Councll should survive to do battle again in

March; if it does not the agreement 18 in the melting pot.
“Jhe fact is that much of the enthustasm for a pact has disappeared in the
wake of the higher prices,” the Financial Times said. “There is less danger of

an excessive supply position in the next fow years * * ¢
“The official attitude of the United Kingdom is one of concern over the fate of
the agreement, but it would not be too brokenhearted, given current conditions,

it it faited.”

Senator Carr.soN. What position will we be in, different than we are
now, assuming that Congress approved this implementing legislation ¢
What position will our Nation be in different than it is right now
assuming that Congress approves this implementing legislation?
What position will our Nation be in different thau it is right now as-
suming that Congress approves this iniplementing legislation? What
can we do now or what can we do n the future that we ciinnot do now#
That is what I want to know. v

Mvr. JaconsoN. There dre rédlly two things that we could do, two
obligationis we have undertaken which could catty out, that is, obli-
gations ivritten in' the agretment. “The first is to impose a certfﬁt;ate
of origin. That is, to requiré that each bag of ¢offes entering the United
States from a country that is a member of this agreement be accompa-
nied by the certificate. S

Senator Carrson, Will that make less coffee ?
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Mr. Jaconson. No. It should have no influence whatsoever on the
quantity of coffee that comes into the United States because the ex-
portor members of this agreement undertook this obligation when they
signed the sgreement to assure that every bag of cotlee that they ex-
ported had this piece of paper on it, and we took the obligation to
assure that each bag which came in had this piece of paper on it.

The piece of paper has one simple objective, and that is simply to
trace the flow of coffee from exporter to importer to improve our
statistical records and thereby assure everybody is living up to his
obligations. o

That was one thing. The second was to permit us, if the Council
so decided, to impose limitations on imports from nonmembers.
That is to say, when such nonmembers represent more thian 5 per-
cent of wor]dy trade, The general notion is one of equity. That is,
countries that did not join the agreement should not, so to speak,
get a free ride from the advantages of the agreement without in-
curring any of the obligations. And to encourage the cotintries to come
into the agreement, there is a provision which states if nonmembers
represent & percent or more of exports in a certain base period, that
each importing country will im*)ose an_import quota on these fion-
members as a group and will limit its imports from nonmember coun-
tries to the volume in the base period. ‘

Senator CarrsoN. In other words, you want to make it airtight.
You don’t want any coffee to get aronnd in this world without going
through the Council or the Board. '

Senator BENNerT. Five percent.

Senator Caruson, Can’t you change that 5 percent to 2 or 1%
Couldn’t this Board change that 5 percent to 1'or 2 percent?

Mr, Jaconson. No,no.

Senator Carrson. Where is it written—is it in ‘the agreementf?

Mr. Jacosson. The obligations of the importers run only in terins
of the provisions in the agreement, and the agreement says—I will
turn to the article if I may, sir. That article fitst spells out the base
period for the imposition of quotas, the description I have just pro-
vided. And then it goes on to say that the Council then makes the
decision as To whether or not, in fict to require that these quotas be
employed. The Council could in its wisdom, for example, in the
resent market circumstance, decide that there should not even be
import quotas, but the Council could—you are quite right, sir, I
am sorry. The Council could do this but here is a classic ¢ase where
if we did not deem this to be in our intérests, our voting rights would
prevent any change in the basic regulation. ,

Senator Carr.sonN. We have 40 percent of the votes, however.

Mur. Jacopson, Sorry?

Senator Carrson. We have 40 ‘percent of the votes.

Mr, Jaconson. Yes, DBut under the voting arrangements importers
and exporters vote separately, and our 40 percent of the importers
vote })lus"one other country voting with us means, in offect, they could
not change this provision unless we agreed to the change.

. Senator Carison. Assuming we approve this iifiplementing log-
islation, we will have no‘iriore representation on the Board. We have
one member. 'We will have no niote votes. And these have already
been exercised, have they not, in the Decéiiber meeting and in the
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meeting that you have held recently in regard:to establishing quotas
plus the fact that we have been operating as though we were in ulf
support and compliance and congressional approval of this agree-
ment. . . e : _ : '

Mr. JaconsoN. Well, I think thero are two or three different points
there. Qn the Board we have one seat, that is correct, with 40 percent
of the votes on the importer side. All the voting on the Board is by
w%ghted vote. That isvery, very clear. .

ow, I think your next point was—it slipped my mind. May I ask
for a refresher here? o -

. Senator Carrson. Well, I was trying to get a picture as to the oper-
ation of the Board under the completed congressional nction——-

- Mr. Jacosson, Oh, ge's, R - 5 A

Senator Careson, Of the Congreéss that—some things we can.do in
the future was are not doing now.. That ig-all I want.te know.. ., .

" Mr, JacossoN, The powers that e coyld not exercise without, 't‘he,‘
speeifio, assent ;of this committea and of the Senate. itself—the two
powers that we could not exercise are those that I have just mentioned
to wit, the requirement that imports from members be acqompunie(i
by o certificate of origin and possibly the imposition of import quotas.
Over the long term these are jmportant elements of the agreement
because they will, in effect, help to assure that the members of the
agreement honor their obligations, both the importers and the ex-
porters., That in essence is what makes this pending legislation im-
portant to the futureof theagreement. . . . .

Senator Carrsox. I believe you agreed or maybe Ambassador Har-
riman or Secretary Mann yesterdny agreed that the implementing
legislation before this committee and before the Congress is xsi‘bjf*‘?-t‘
and open eveil for ameéndment. In other words, if we can writq other
language in it and, secure the approval of the Senate and this Cona-/
gress in regard to ‘this dct—for instance, let us assume we shou
write in there that once coffes reaclies a certain price this inteppational
agreement, as far as we are concerned, will not be in foreeiind effect.
What happens then? = - S

. Mr. Jacorson. :Well, we cannot undertake to,-6f course, bind the
other members of the agreement with respect to the fixing of a specific
prico target. . That issue was discussed. fully negotiated, and both
the importeér and expdrter members n%vx‘ecd this would be inappro-
priato for the agreement. One can get liimself into a certain amount
of trouble by talking about s;zeciﬁc prices because then often it tends
to éncourage the priceto go to that specific figure. o,

I feel—perhaps this is a gratuitous remark on my part, sir, but I.
feel that flexibility really is a desirable thing, particularly in the kind
of market that we have now which is extreme{y volatile. I think we
just have to kiniow, just have to be able to be agile, move fast, and just
react to circumstances of the moment. Ch

“Senator: CarusoN. Well, I haye:no objection to flexibility, but I
don’t like to have theni go up all the time. T hegar from Mrs, Carlson
ohico in awhile. She goes to:the grocery store and says coffee is u}),

1

another cent or 2.or 8 conts, and I noticed in a St. Louis Post Dispate
the other day. that we haven’t reached the top yet. ..In:fact, some.of -
the.Jtirg‘e_mrppmtibns,;Mnnhaftan offee Co,-i:-told how much they.

oxpéct—The Maxwell Housa Corp. announced a 4-cent increase, yes-
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terday”—this is a week or so ago—and stated that prices will go con-
siderably higher. I think someone mentioned it might go 8 or 10 »
cents higher in this article. _
My, JacopsonN. Yes, Secrctary Harriman roferred to that yester-
day when he said that the extent of price rises had not been fully
rlq ec}ed because—some of the trade here can tell you this better
than I. )
Senator. Carwson, They have been wholesale, have they? Whole-
sale prices reflected ? A - , o
‘Mr, Jacopson. Well, the prico of imported coffée has risen. In-
somo cases the roasters have passed this increased cost on in the chan-
nel of distribution. In some cases the increase.in cost has.yet to be
passed on. ‘I think Secretary Harriman tried to state.yesterday what
wo e.\'ﬁ)ected the increase at retail to.be in the light of what we:know’
to be the incregse in import-costs so far. B
If I may add one, sir, my wife is a great.coffes drinker, too nfuch
in my judgment. She likes it sarticularly, thick, If the spoon stands
up in the cup, she knmgs*slm s the right consistency. . I am: fully
aware of the increase incoffee prices. - - =~ .. . .~
- Senator Cakrs ou know, we Scandinavians have to have coffee,
and Lamvery eapefulof this. . , . - . - ... = A . :
I think I spe’the picture. I think A\ve.l‘ave madsé a good record on.
7. zeally—and this is probably Mr, Mayh’s problem be- -
Zisn't the purpose

»

is-in the Latin American situation—reall
International Coffes Agreement an intern
tt of 'the Alliance for Progress program; ..
rather than any other type of program ¢ ey

Mr. Mann: Well, I wouldn’t call it, Senafor, a foreign aid pro-
(f"ram. It is within the general aims of thg: Af}ianqe for Progress, .

t does seek to meet a deeply: held feeling/ throughout all of Latin .
America that in general over.the last. deghde, the prices of the raw
materials which they sell to us<have ngt risen while the. prices of
manufactured goods which they buy-fronffus have risen steadily. The
result of thig is:a growing gap betweén fheir export earnings and our
export earnings, a. growing gap :betwfen per capita income in this
country amd per capital income abroafi. And this is an effort not to
fix the price but to prevent prices frofm wildly fluctuating and plung-
ing down to levels which create serious political, social, and economic
problems in those countries. .. .- o - o

. Senator Carrson. Well, really, Mr. Secretary, isn’t.a large, per--
centage of this increase-in price taken in the way of taxes by these
experting countries? 'What.percent of the ex%ort price of coftee does
Brazil collect and {)‘ut:,in,to the treasury of the Brazilian Government?

Mr. Mann, Well, I think the recent Erice increases. have been-
largely absorbed by the Government of Brazil rather than by the
producers or the exporters of coffee.. . - ‘ g

Secretary Carrson. How much? Sixty percent?

 Mr.MaN~N, Thisisataxrevenue, . .- - , :

Senator Cancson. Sixtypercent? . . . .. . .

Mr, MannN. I thinkitismorethan that, . - : L

Senator CArLsoN. Sixty was the last Lheard. -
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My, ManN. The exchange controls—the device used is the exchange
to sell 100 percent of the forcign exchange earned on coffee sales at
the official rate instead of 80 percent as it formerly was. This knocks
out & windfall to the producer. Senator Douglas would say that is
good because this means that large producers of coffee don’t get a
windfall profit. It goes into public works of the Brazilian Govern-
ment,

Senator CarrsoN. You mentioned public works. TFirst, I want to
state I am not insensitive to the problems of Latin America, and 1
hive supported the Allianco for Progress. I voted for foreign aid
funds. Iam on the Foreign Relations Conintittee.

My, Max~. I understand that, Senator.

Senator Carr.soN. And I am greatly concerned about it, but I think
yesterday it was brought out that this increase in the price of coffee
to the U.S. consumers could be $400 million, $500 million. Now,
somebody is going to get that,

Mr. MANN. Well, coffee, of course, is the biggest single export item
in Latin America, throughout—as we said yesterday—14 or 15 Latin
American countries. It istheir biggest export, and it is therefore par-
ticularly important to them. But, Senator, in the long run, T had
rather see & healthy trade on fair terms between the lgnited States
afid Latin America than to try to do'this entirely through aid, and we
have been slipping, as I sald earlier, the terms of trade have been
slipping, mova m our favor constantly over & period of long years
now. And I think it wounld be healthy and good for this country in
the long term if we could combine our aid program with a healthy
two-way trade. »

Most of these dollars that Latin America gets come back here in
any case. We are the biﬁgest exporter to Latin America, far and
away. So wo don’t lose all of these dollars permanently. Our trade
with Mexico; for example, 70 percent of all the things they buy abroad
thtg' buy here in the Stites,

Senator Carrson, As I say, T have not opposed voting funds for
the improvement of economic conditions and trade in Latin America.
I do get concerned when we try to shift the load, and I think we try
to do it in a way to covet up some of the foreign aid expenditures. And
we liave been reducing foreign aid expenditures, but we do make great
contributions in the way of grants. e have great extensive loan
programs in Latin America. And here is another item of $400 or
$500 million that places this burden on the consumers of coffee in
this Nation. That is the point I think we should stress.

Mr. ManN, Well, Senator, if I may say so, this price increase in
coffeo was not by design, and it was not deliberate on anybody’s part.
It came about as it always has in the coffee trade and in trade with
certain other coiinodities by accidents of nature, acts of nature. And
we believe, Senator, if we hadn’t had this agreement, the price rise
might have been much larger thah it hinsbeen. _

Senator Carrson. T shall not argue that point, Mr. Secretary, but
you know, we have a surplus crop in the United States. Wo have two
or three of them, but we have wheat particularly. We grow wheat in
Kansas, not coffee. But it is interesting what we do with our wheat
surpluses, Tt just happens to be that T have a clipping that was taken
from the Kansas City Star, October 23, 1063, and this is also a part of

i
v
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our foreign aid Progmm. It is a very interesting article, and I shall
not read it, but I do want to put it in the record. This is Siio Paulo,
Brazil, Decemnber23:

The United States is selling wheat to Brazil below world prices and on terms
especially favorable to the Brazilians. Without this help Brazillans admit they
would be short of bread. The U.S, Government has supplied Brazil with $480
million worth of wheat since 1055. As Brazil spends no dollars for this wheat,
this represents an enornous dollar saving for the dolter-hungry Brazll, Last year
the Unlted States furnished $102 million worth of wheat in amounts worth the
equivalent of Brazil's dollar earnings from 1its sales of cotton, which is the coun-
try’s second largest export.

I mention that because we have some surplus problems. We don’t
ship & bushel of wheat abroad that is not subsidized by the Federal
Government, and here is another phase that wo sometimes forget in
this international program. It isnot just Brazil. I mentioned Brazil.
But we do that with other countries. Wo have great school lunch
programs in Latin America. I am for them, I think it is a fine

waIy to get food out to people.
just wanted to have this little discussion because I think some-

times we think we are not doing much or not doing enough for some

of these people.
So I ask, Mr. Chairman, that this be made a part of the record.

The Chairman. Without objection.
(The document referred to follows:)

DEeAR SENATOR: I felt you might find the enclosed clipping from the Kansas Clity
Star of interest and In particular the underlined paragraph relating to terms
(40-year loan) and Interest rate {1 percent per annum in cruzeiros).

Thanking you again for your intervention,

Respectively yours,
L. B, HAvQHRY, Jr.

[From the Kansas City Star, Oct. 23, 1803}

WHEAT “GIFTS” BOOST BRAZIT—WITHOUT UNITED STATES SALES
ON ESPECIALLY GOOD TERMS, BREAD WOULD BE SHORT

Bia BARGAIN T0 THEM—DBUT FEW IN THE LATIN NaTton KNow Amour Tmis
AMERICAN HELP

Sio Pavro, BRAazin.—The United States is selling wheat to Brazil below world
prices and on terms especlally favorable to the Brazilians. Without this help,
Bragzilians admit, they would be short of bread.

The U.S. Government has supplied Brazil with $480 million worth of wheat
since 1055. As Brazil spends no dollars for this wheat, this represents an enor-
mous dollar saving for dollar-hungry Brazll,

SWIPPED IN 1062

Last year the United States furnished $102 million worth of wheat, an amount
worth the equivalent to Brazil's dollar earnings from its sales of cotton, the
country’s second largest export.

The fifth wheat agreement, recently signed, wlll guarantee Brazil in the next
12 months 1,800,000 tons of Amerlcan wheat which, at prevalling world prices,
amounts to $04,400,000. This wheat will be furnished on the following terms:

Entire payment is in cruzeiros with the rate of exchange caleulated at approxi.
mately Cr$ho0 to the dollar. Today’s actual cruzeiro rate on the “free” market

‘18 arotind 1,200 to the dollar. Brazil is thus able to acquire Amerlcan whoat at
a tremendous bargain, _ A L _ _

The United States gives Brazll 40 years in which to pay for the wheat, with
the first 8 years free of payments. Interest charged, also payable in crureiros
is 1 percent per annum, No provision I8 made for the ‘éontinvous depreciation

" of the cruzoiro, which in the last year amounted to more-than 80 percent, If
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thls‘fate continues, it might alinost be said tl;nt the United States is glving

away its wheat. ‘
According to the agreement, the Brazilian Government, which sells this wheat

immediately on its arrival to the Brazilian millers, must apply 60 percent of
the proceeds for internal development projects, through its National Bank of
Economic Development. However, the United States has no voice in these

" projects. ) ‘
Twenty percent of the proceeds tho U.S. Government donates to the Brazilian

" Government, without strings attached, to be used for the improvement of living
" conditions of thie Brazilian people. ’ - :

Only the remaining 20 percent of the cruzeiro proceeds go to the American
Government to be used solely to cover expenses for the maintenance of the
“Amerlcan Embassy and consulates, as well as varlous cultural and educational
/institutlons that the United States sponsors in Brazil.

Few Brazilians know anything about this agreement.

[P - } ,PROI;)UOTIOﬁ HELD DOWN , B
* " Brazil could préduce not only all theé wheat it neéds but become a large wheat
-~ exporter, but it-prodices only aboit 500,000 tons por yéar against & consumption
of between 234 and 3 million tons. TR . '
Even with the Amerlcan aid of 1,800,000 tons, Brazil will have to import this
year close to 1 milllon tons more, probably from Argentina.

" 'Brazll prodaces 5o’little wheat because its: farmers lack -fertilizer, seeds im-
mune to wheat rust, credits, and other essentials. c : :
The only source where the growers ‘could obtain the necessary credits is the

" Bragzllian Government. e co . .
However, large wheat importers and ‘\ellléts. who' form 'a poiverful political
clique, have been able to keep the Government from: exténding 'the necessary
assistance for large-scale wheat production. . = ,
~ Senator CarLsoN. Thatisall, Mr: Chairman. = -
The CramaAN. Any further questiohst’ -~~~ - -~ ..
Senator TaLamapae., Mr. Secretdry, how many nations bélong to the
International Coffee Agreement? o
Mli. JAconsoN. Senator, approximately—I think right now approxi-
mately 55, et } 4
" Senntor TArafapge. In other words, approximately half the world’s
- nations,alittleless, - & oo e
.. -Mr.Jaconson. That isright,sir. B
Senator Taraabor. How many of them are producing nations, and
how many of them are consuming nations? = , .
.. Mr.Jaconson. If I dmiegrrect in my;total figure of 55 or nearly so,
it is about 30 exporting countries, praducing exporting countries, per-
“haps-32.+ It is 81, I am told.i And the balance would be importing
“cowntries. ‘ Lot : S g
Senator Taratance. What do” Amerfcans now spend ‘annudlly’ for
coffee based on present prices?. .= ..
- MeJ ACOBSON. We}_l_,‘bmﬁzd on present yrices_-;—-I would have to give
- you the iniport Value anid thon agk somebody to chr’gértji.t into a'retail
;aluenbut at import value it would be approximately $1.2 to $1.8 bjl-
‘Honayear, o o oy o T L DT L e
_ -~ Senator Taraavee. That is a little-over 50 percent of the world’s
‘su lyéf’cOﬁ'ee" “"~.‘!:": | SAE ‘,’;L :&“ ;F} ",:,":‘ N ‘ :‘ : . "‘ ” " ‘:_ . 'i‘«:\"{:
. Mr.Jacosson. It is about 52 percent of world xfﬁgoitts,"thgb is i‘ikht.
‘Senator. TaAraapes.: So  whatever ‘hapens to co

A ; ee, the: American

.consumer ultlmgtelK will share over 50 percent of the world’s burden.

U Mr;Jacopson, Thatisyight, .o 00 o 0o s
. Senator TarLrange. It seems,to me, then, this agreement plices thie

-burden largely on American: consumers to support: the -price in: the
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ovent of surplusaés and absorb the price in the event of catastrophes.
Is that correct? -
Mr. Jacorson, Well, Senator, you are quite right because of our
preponderant role in world affairs. What happens to coffee affects
us inordinately, I quite agree, but, sir, we do not support the price.
That is the point I want to make. Wo have no commitment to'buy
certain quantities or support any given price. ‘Our onl{~ price’obliga-
tion, if 1 may say thisi is to help the exporters undertake regulations
to keep prices from going below the low levels prevailing in '1962.
Senator Tararapoe. I assume the whole thing is designed as & price
support scheme, is it not ) o
r. JAcossoN. Well, yes, in principle thatis correct. ‘@ ~* -
Senator TAritApee. So if theré'is a surphis-of coffee, the American
consumers will continue to support the price, will they not .
. Mr. Jaconson, We don’t fix the price, but we agres to help support
it, and, as I said, at the low levels'of 1962, which 18 the yedr whén the
agreement was negotiated. And our other obligation is to 'help to
assure that prices don’ rise in to6 éxaggetated a mdnner ot fall in too
exaggerated amatmer, o T Co T
Senator TarLxapoe. Then if there is a'shortage_ of coffee, thé Amer-
ican consumers of couirse will'have to pay ihordiratel 'h?h*pﬁces.
Mr, Jaconson. If there is a shortage, if supply and demaiid jurt
forces prices up,” we ‘will be' paying: more ‘for coffes, that is: right.

'And'T'think that bur trade will tell you that anything'tliat we can: do

to keep the prices from rising too high will be in the intérests of the
trade itself. They will remember 1954 when we'had no ‘agreements,
none whatsoevei; theére was a-crop' shortage in:‘Brazil, concurrent
shortages elsewhere, and prices went sky high. Asa consequénce, in

P

'the year following, per-capita consumption in the United Statds,

“moderate thiy'great price inorease which'is ocourring because of riat-

. Senator TAtaavor. In view of that fact, then, if the Ametican/con-

pardon me; ‘gross consumption‘in thé United States dropped 20' per-
cent in‘1 year. That was extremely bad for:our industry: - Andj:in
facty per capité 'consiithption in the United States hasnevér recovered

from the drop from the 1954 level—a function' of 'the-hi%h- prices in

1954. 'What we hope for throiigh this agreement is'that we:can

¥

ural factors.

- sumers would have to hel “supiﬁldrt*thé price in'the event of a'surplus

and, absorb the additional high cost, in the event of a cat-qstrophe}

" what benefit, if ‘any, will the’ People‘ ‘of the 3UnitediStates-Fet} ot o
“this agréement‘,éx‘c“o}pﬁ‘the' it ,
© Mr, JACOBSON,

ical'beniefit that may be in it$ -
éll, I think I ¢an answer: that question ‘in ‘this

“way, Seniitor. “If ‘prices  were permitted to ‘collapse, and I mean

utterly collapse, go:well ‘below the levels of ‘August 1962, we would

be breeding foi 'outselveg'an dxtremme shortage of coffes later on. ' If
rices went'down'bélow thé lohg-tetm: equilibrium/ price, ‘we' Wwould

" find ‘ourselves with insufficient’ productisn’ bver' the long term. ' The

producers would not ‘gd on growing.’: They would live off the sto'cl&sa

_wouldn’t take cdfe ‘of thell frees, wouldn’t put'in new plantings;an
“in s’ feyw 'yeirs' thets 'siniply would niot 'be endligh coffee ﬁ) oduction
- hrid ‘pices waiild be Zooming. - Tt we ‘¢ould bring about the

the stability
we are seeking through this'agréément; we wotild vver the long term=—
and I emphasize the long term because in this field one can’t look at
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( develos)ments from one month and then another—over the long term
we will be doing what is good for the producers, I agree, but we will
also be protecting the U.S. consumer against rapid runups in price
~which are harmful to the pocketbook of the average American tax-
payer. |

Senator Tarxapae. Your conclusion is over the long pull you will
have the effect of stabilizing the quantity of coffee necessary for world
consumption and prevent prices from going either too high or too low ?

Mz JacopsoN. That is corrvect, sirv. I think this is a fundamental

urpose of this agreement, and I think this is why we should be in it.
es, sir. \ -

Senator Taraance. I have no further questions, Mr. Chairmian.

The CuAmrMAN. Senator Bennett?

Senator BENNETT. No.

The CuAirMaN. Senator Douglas? ,

“Senator Doucras. I asked -questions yesterday. So I shouldn’t

_interfere. ‘ ,

The CiamryMaN. Senator McCarthy?

Senator McCarruy. Most of these countries are largely one-crop
exporting countries, are they not?. I say most of these countries—

r. JacoBsoN. Yes, they are. Coffee is the largest or second largest

exgorting ‘commodity. for them. ‘ ,

- Senator McCarriry, Consequently, price stabilization, stabilization
of income of the country, is that much more important on this partic-
ular crop? o 4

Mr. Jacosson. That is right. , : :

Senator McCarray..Some of these countries are also sugar ex-

.porters. I find something of a-contradiction between the position of
the State Department on coffee and.the position they toogoon sugar
a fow years back. I was not in agreement with them on sugar, and
my question is, why the conceyn over stabilizing income and prices
on coffee at this time wherens 2 years ago the argument made here

-was that we ought to buy sugar at world prices? e were told at that

. time that-that would be good for everybody. The sugar program

may not be your program, but I try to keep the departments consistent

from year to year as much as I can.

Mr, Jaconson. Well, Senator, I think—I know I am treading on

dangerous ground here, but I would like to volunteer:an answer if I

may, : L
\\IYthink.that the global quota to which you refer:was intended to
help assure that, we got our supplies at economic prices. As it turns
out in the volatile ver{ erratic sugar markets of the past couple of
years, the reasons for w ich I think we are all aware, it turns out that
“ the giobal quota has begn of some advantage to us because it did en-
able us to shift our buying to those countries which had sugar to make
- readily available to us. I really don’t find any fundamental—
.. 'Senator McCarriry. Well, the alternative was to have a relatively
firm commitment from the countries to provide us sugar at reasonable
;.prices, - The decision was made to abandon' that approach and pur-
chase our sugar in the world market under what was called a global
‘quota. You- are talking about, s global quota here with reference to
‘coffee, really, though you don’t use the same term. . .
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I am not going to press you on it. I just want to ask if-there is’ﬁg(?'
disposition to reexamine the sugar program in view of what happened.

Mr, Jacosson. I would like to make two observations if 1 may.
First, the global sugar quota, as you know, represents only about
one-sixth of our total supplies. But I can say that since the foreign
portion of the Sugar Act of 1961 comes up for reexamination this
year, I can say there is a disposition to reexamine the entire maniter
in which the act has operated, and if I may, sir, I would like not to
say more about siigar at this stage if I can possibly avoid it.

Senator McCartrry, I would like to reexamine that program.

Senator Dougras. Will the Senator yield ? ‘ ,

Senator McCartry. Yes; I yield to the Senator from Illinois.

Senator Douaras. This feud between the Senator and myself—for
many years the price which the United States paid was approximately
2 cents above the world })rice; $40 a ton constituted a subsidy to
foreign sugnr producers of $150 to $200 million a year paid for by the
American consumer. '

Nov, it is true that within the last couple of years, due to Castro
that the world price of sugar hasrisen very markedly and world price
is not below the domestic production cost. But the Sendtor from
Minnesota and I will renew thislater. = ' | :

Senator BENNETT. ‘Does the Senator from Illinéis want Castro to
come back? ' o *

Senator McCarriry. There was the hurricnne and one or two other
natural factors. ' ‘ ‘ '

Senator Dovaras. No. I donot wantthat,no. I am merelysaying
that we want to be very careful about having either the Treasury or -
the consumers subsidize foreign sugar producers.. I would much pre-
for to have any difference from a low world price as compared to a
higher domestic pricing go to the Treasury for the relief of the Ameri-
can taxpayers than be paid as a subsid?' for groiips ovérsens. o

Now, I know Mr. Mann probably tfeels very much like the Senator
from’ Minnesota, and the Senator from Mihnesota in his characteris-
tically subtle and gentle way was laying the basis for a chithge in the
Sugar Act; I merely say I think any such change shotild be carefully
scrutinized. - S R

Senator McCarrry. I expect it will ‘be: carefully serutinized. I
think so far as the circumstantial evidence is concetned; that'the
changes in the Sugar Act have not proven completely successful.
There may be other factors that bear ipon thase developments. This
is really not your responsibility either, but I am always a'little worried
about being charged with imposing a tax upon consumption.

I proposed in the Agriculture Committee the othier day i change
in‘the law:which would have resilted i a Slilghttindrease in‘ prices -
paid for feed grains and prineipally for wheat'in much the same way
as-you are: proposing to raise the prices' here.- The Department' of
Agriculture spokesman accused me-of trying 'to put a’'tax on‘bredd.
I don't expect you people-to takse on the Depaitment 6f Agriculture
which has become a kind of consumer’s departinent, 1 think, but T:do"
hope that you would be prepared-to defend this in' the hame of ‘for-
eign policy or international relations if «e do proceéd to give support’
tothisiparticular proposition. = | 171 oo h e

] A(j . R
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I have a question .that gets to the matter here somewhat more di-
re¢tly. In-your brieﬁn% paper,.you refer to returns to growers in .
producing countries, The explanation makes reference to a number
of funds and allocations of the money which is received for the coffee. -
In the case of Brazil, a part of it goes to the coffese defense fund.
}th!; is the coffee defense fund, and who controls the coffee defense

Mr. Jacosson. If I have.the:matter in mind—somebody here will
have to check me on it—if I have the right matter in mind, sir, this
was or this is the fund which the Brazilian Government created some
years ago for the specific purpose of financing growers who desire to

et out of uneconomic production of coffes and into crops of which
%razil had a more urgent need either for domestic consumption or for
exports. ‘ Vo . o
his fund was created during the days of verﬂ large and ever-grow-
ing overabundant groduction in Brazil. I hark back to just 4 years,
to 1959-60, when Brazil produced 44 million bags of coffee and ex-
ported only 18 million bags. And the Government, I think wisely
at that time, decided that it was just not prudent to continue producing
coffee which the world simply couldn’t take. -And so they set about.
to create a fund for the gurpose of helping farmers convert from
coffee production into production of other products. -

I believe this is the coffee defense fund. -

Senator McCarray. How is the defense fund .controlled? Is i
really subject to Government control or is it one of those kinds—-

Mr, JacossoN. I believe the fund is made up .of both industry and
Government representatives. - | . - o |

Senator McCartay. Is it one of those quasi-feudal groups that de-
velop ﬁl Latin America which is almost independent of government
contro k. SRR e o

Mr. Jacosson. I simply don’t know enough about the workings of -
the fund to know whether this is an apt descriﬁ)tion, but I do know
there is no matter affecting. coffee in Brazil with which the Goyern-
ment does not have a very direct influence and control. So I would
say ‘in general that nothing goes on in and through that fund of.
which the Government disapproved. e

Senator McCarTHY.. A further statement is that-it is understood
that the coffee defense fund is considered as an anti:inflationary de-
vice in Brazil. If this is the case, I would like to know how. If it
has operated so, it must be operating independently of the Central
G(iyemment in some way, because certainly that has not been their
policy. T o L

Mr. Jacosson. What 'hap'gens, sir, is that this fund is financed by
part of the export proceeds from coffee. This means that the growers
receive a lower price for their coffee. The foreign exchange, part of
the. foreign exchange earned from coffee is turned over.to the Govern-
ment, and the Govrenment uses this to-finance vital ifaports and in
glat iisen,se these imports .tend to check inflationary. tendencies in -

razil, POt S R C e - oo e gk e
Senator McCArTHY. ‘This is not out of the coffee defense fund itself,
This is another operation whichis partof—— = . - ... .7 oy

Mr. Jacosson. The Government siphons off part of: ithe foreign.
exchange and makes parts of it available to the coffee defense fund
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in the form of local currency, but all the foreign exchange is- main--
tained by the Government, retained by the Government for the pur-
pose of financin importsofvitalgoods. L o

Senator McCarruy. This is in the coffee exchange receipts.

Mr. JacossoN. That is correct, to which Secretary Mann referred
a few moments ago. L o ‘ o

- Senator McCarray. What I.was concerned about was really the
operdtion of the coffee defense fund. Is this a sort’of a quasi-private
institution which is more or less independent of the Government?
I understand most-of the coffee holders are rather large in Brazil.
If this is really a private furid, we would be making a special con-
tribution to it. My concern is over the way in which it is used and
the way in which it is controlled. 'We can’t change that now, I know,
but I tihnk it would, if it operates as I suspect it does, somewhat
weaken the case for this International Coffee Agreement, .

Mr. JacossoN, Well, as I said before, sir, from all that we have
seen, nothing affecting coffee in Brazil goes on withoiit the Govern-
ment’s hards being ever present, S | :

Senator 1cCarray. I know that there is nothing in the agree-

ment, nothing we can do in this enabling legislation to provide for a
reserve a%uinst a shortage such as that which you are experiencing this
year. What discussion of this has taken place? Is there any assur-
ance or are there an%indic:itio'n’s? , _ o ‘

Mr. Jacosson. Well, I am the U.S. represetative to the Inter-
national Coffee Organization, the council of the organization. And
as I:indicated yesterday, when I was in London recejxitl{, I had very
frank “hair down” talks with producing countries, and I stated cate-.
gorically—I reminded them that they had s‘ou%?t our help in bringing
an:agreement into being during the days when- coffee (Friceé were
declining and reaching newer and newer lows day after day, I'said
we undertook to assume an obligation to help you defénd coffee prices
in the period of overabundant production and surplusés. Now .‘y?[u_,
have a responsibility to protect us against inordinaté price rises. If
you fail to do that, you would not be carrying out your obligations
under this agreement; and if you did not carry out your obligations,
you cotild rot expect our continued support for it. nligh(;“ﬁ%d that
every single importing nation made exactly the same kind of .state-
ment. I was very encouraged by the rapport which existed between
ourselves and the producers. The Producers’them.?elves'khow that in
the long term, high prices, particularly prices which rise so rapidly,
breed trouble for the future. It is this very fact which.encouragés
overproduction and which lets the situation get, out.of hand. Then
we have trouble in the future with surpluses and gluts, ~~ ©

Senator McCarrry. Throughout the years, whenever coffes prices

have been low it has been. with reference to large stocks kesplng
Eripes ‘low.. . In this case the large stock seems to have very. Bﬁt,le_
earing upon it. The prices were inéréssing very, very rapidly follow--,
iniftheymv_iousyear’scrop,i T T S U
Mr. Jacosson, Senator, if I may, I would'like to explain’ tht, ;
Brazil’s current prodiction of Qéxpoﬂ@blégualitf for the years com-
ing p{),.,the next couple of years, is estimated at a low.figure of roughly
8 million . nd/iﬁ}pg, _figure of 13 million, rts were
milli '

A ST ‘ erﬁarmaiex;ﬁqvn Ay
between 19 million and 20 million bags per yeédr. 'She will'have to
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dig and dig heavily ‘into thess stocks in order to meet her normal
export requirements, obligations, or opportunities, however you want
to describe them, ‘

.Now, she has stated categorically that she intended to do so. 1
tliink that we have hdd’the price rise recently in the face of the ¢rop
disaster because buyers have a natural tendency to prefer fresh coffee
ifnstead of coffes which comes out of stock. That is the real answer

or it. c ‘ ' '

Senator McCarrity. Well, I am concerned about the production,
In 1954 the I{sroduction dropped, the crop dropped: but it very quickly
recovered. It is your estimaté that it will take 2 or 3 years for the
recovery this time,

Mr. JaconsoN. Yes. - _

Senator McCarry. Istherea difference this time?

Mr. JaconsoN. Yes, there is, Sendator. In 1954, as I understand the
situsition, they had o‘n‘iy one natural calamity : frost.

This year we had drought, we had frost followed by a fire and fol-
lowed again by a drought which is still continting. And I am-told
by people of our trade who have offices in Brazil and who go around
scouring the countryside, that the extent of the damage is very, very
considerable and they estimate that it may be 2 or 8 years at the mini-
mum before the trees hounce back and recover their vitality.

There is a difference in kind, you see, Senator, the kind of damage, as
well as the degres of damage.

Senator McCartny. I am concerned about this. You are asking
for an extension of 2 yedars. - Now; if it is your estimate that it will be
2 years of this same situation’ in the drea of production, then a 2 year's
extension would not be enough to assess the programj;:would it?

. Mr. Jacosson, I think your observation is valid, Senator, but it will
offer us opf)drtti_h'ity to sea whether 'in these next couple of years of
shortages the producers conduct th”eir-fémmﬁng"po]i‘cle‘s in & manmiet
which tiies to taks cave of the vitnl iviterests of the consumer. And'if .
they fail to do so then they would in eéffect bo scuttling the agreement
to which they attach sich importance. . : |
Senator McCartriy. Now, you have said in effect that if the prices
gohighor as a result of the agreemént—

Mr. JAcopson, Thatisright.” ~ . )
Senator McCarriry. ‘On the othet hand, if the' prices stabilize, that
may not be due to the agreement itself but to the market situation?

"Mr. JaconsoN. Thatisright. . o -

Senator McCartity. The question then is whether to extend for 2
years or just wait 2 years and ses wlint. happens to the market, ‘

Mr, Jaconson. I thiitk it is in the wisdom of this comntittes to'decide
what it wishestodo,but—— "~

“Senator McCarinty. Woell, niy péint is this, T think there is some real
question as to whahei_*'ppyq;ing-;ﬁuclg ¢in be proved over a 2-year
pétidd',‘éonsideriﬁ%}he's‘u'p ly-and-demand sitwation, -~ 7

%ﬂ‘r’ Jaconson, . Well, I.think the question is legitimaté but T realﬁr
bolieve in'thé ¢ifduritstandes facing us that we willléarn d lot. Wo will
legim 'n great deal'as'to’ what thé producdrs réally ‘belipve thidir com- -
mitiments to f},dh@imé!‘%'%ho“ldwl in' 4/ tigh’t market ¢ireumstiinesd;” -

Senator McCArtrY, Ydu atd saying thit you will'liave s chante to”
observé them, théir godd falth, andsé'on, ~* = ¢ -~

i

|
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My, Jaconson. That is right. Suppose, for example, Brazil refuses
to sell her stock. She has not done so, in fact she is exporting at a
record rate right now, But suppose she refuses to sell her stock.

We would naturally be concerned with that, the same as we would
be concerned if others held back stock. This is a matter of how they
behave themselves, and it is of great importance, )

Senator McCarrity. Thank you. 1haveno further questions, .

The Cuairaan, Senator Ribicofl'? . o

Senator Risicorr. What is the price of coffee in countries that are
members of this agreement ¢ ‘ o ,

Mr, JaconsoN, Virtually the same as in the coffee-producing coun-
tries that are not members, because coffee prices are set in a highly
competitive world market. o

Senator Rinicorr. Now, what did you do in your council toward
getting prices down ¢ :

Mr. Jacosson. Well, in a market such as we have today, the first
thing we did, Senator, was to ask the producers to agree, nncj they did
agree, to raise export quotas so as to assure that the quotas in no way
contributed to the price increases. _ L

The second thing we did is that to which I made reference in my col-
loquy with Senator McCarthy., Wo said to them, “You have a particu,
lar responsibility to us in a very tight market. i’le{\se make your sup-
plies available, Make sure that you fulfill your quotas and try to so
conduct your policy as to protect our consumers.”

And so far thereisevidence that they are doing that. N

We have a forum; a, formal intergovernmental forum in which to
carry on a dialog of this kind. And we have an international agree-
ment; so to speals, which binds the exporters to protect the interests of
consumers, and not only of their own producers, L

Senator Risrcorr. This agreement hasbeen in effect since 10401 - -

Mr, JacopsoN. No, Senator, . S

Senator Risrcorr, Imean the preceding agreement, . - -,

My, Jacossons No, sirj the preceding agreement, the agreement of
1040 was an emexrgency agresment involving ohl{y thie United States
and all the Latin American producers. It went fnto'effect—— =

-Senator Rinicorr. How many years has this particular agreement
been in effect ¢ : N : . o .
', Mr, Jacoson. It has actually been in effect since July of this year,

but not in effect with respect to the powers that we are seeking under
this bill pending before this committee, S
~Senator Risicorr., In your discussions, did you ever talk to them
about increasing theif production? You talked about taking produc-
tion off &_h_o market, but what have you done about increasing their
production § L o
Mr, Jacopson. Well, under the production goals article of the agree-
ment we wi'l be talking to them immediate]y.” Asa matter of fact, the
issue of proditetion controls is on the agenda of the organization, We
will have to discuss with them whether the phenomenon we see now of
a crop, shortage is only F temporary matter or whether,einstad, it is a
permanent one. If, in fact, it is & permanent one, we would be encour-
aging themto increasg their production, - . - .
. Senator. Risicorr. Lastt;‘ ] l?gf atid I am spenking of _C,ol_ox‘u?in, prac-

tically everyone that I to in government and out of govern,
20-282—64——0
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ment indicatod that if the price of coffes were §'porcont moto, they
would not need an Alliance for Profzross, they could handle their
own problems, Noi, do you think that if their position is correct
that they won't need any more monoy from the United States?

Mr. JAconsoN., May I confer with tho Secretary a minutof

Senator Risicorr, Of course,

Mr, MANN, Senator, the Colombians that I have heard speak have
said every cent drop in the price of coffes redces their total incomeo
and if tho fall is great, it cancels out the benefits of foreign aid, I
have not heard any Colombian say that he did not thihk that the
Alliance for Progress should not operate becauso of a tomporary
‘rise in the price of coffo. ' ,

Sonator Risrcorr, You understand, I am not talking about oflicial
oitcles, I'mean'just talking with people in business and Inbor and
banking, exporters and importers, various Colombians, and ‘talking
to re{wesentntives at a conference of all South American countries,
and they publicly and (‘n‘ivntely secomod to ind’oate that thore was
rot anything thit would solve tho problems of fatin America more
than gotting an increased price for the products that thoy export,
And coffeo being the chief crop, the indication was thore that if
the price of coffeo went up 5 percent, they would not need any Alli-
ance for Progress, and would be able to handle their own problems.
" Mr, MANN, Senator, I have not heard any Colombian, official or
?rivate, and I spoak to thom quite often, say that thoy did not think
hat they needed the Alliance for Progress program. ,
~-On tho con‘ter, the Minister of Financo in Colombin, Santa
Marid, has recontly indicated that ho will resign his position to
assumo tho chairmanship-of this new QIAP Conimittee in order to
iive more vigor and more life to'the Allinnce for Progress. But the

lliance for Progress inoludes trade as well as aid, and it ‘is true
that Latin Americans are deeﬁwly concofned and havd' been a long
time with regard to what thoy cdll an imbalancs of trade. o
~ That is to sny, they pay niore continuall fvenr b‘g year for the
products that weo oxport, whoreas the price of the prodiicts tliat they
%:qgort ‘hag tonded 'to go down'over the years. So that tlie gap

etweon’ their oxport earnings and what thoy are able to inti]p‘ort'ls
ﬁreater, the gap botweon our enrnings and theirs is greator, the gap

dtwean the increase in our living standards, per capita incorhe, and
gross-national product, and so on, and theirs is inereasing. .

This is one of tho great problems, I think, between the developing
and underdovalt '{)'e(l‘)mrtsofwthe world. And how to inerease thoir
income so that they can import the eapital goods that'they need to
row, especinlly at n time when their population is'doublihg overy

yoars, is & ver'y serious problem., . B

Senator Rmicorr. I don’t understand how the' increass in  coffeo
ricos contributes to a highoi' Soiith American economy. I ask that
ocause apphréntly the price of coffee does hot determine the wa
or the return. that the farmers gét who are working on thé coffee
F]n'ntations, . They probably got very low rates and those would be
K8 siine irrespective of th85$ﬁ66 of coffeo, So, how does the in-
creased price of coffee help the goneral economy of South ‘Amorica{

Mr, Mann. Woll, it helps thom in many ways, Senator. Tt inicrenses
their foreign oxchangs earnirgs, their Mancd.o‘f-gaymohts position
N

\
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and enables them, therofore, to import and pay for nmiore goods, capital
goods, to inorease their yroduction.

Senator Rmicorr. Yesterday in the testimony it was indicated that
much of these earnings find their way to Switzerland instead of findin
their way into the general exchange or the treasuries of the Sout
Amorican countries—— o ‘ '

Mr. Mann. No, sir; I think that a small gercentago of money is
held out by these countries but $9 out of every $10 invested for economio
development in the private sector are domestic dollars, not foreign
dollars, so that the private sector in Latin America is carrying a very
heéavy load of the development and they are investing their money and
have done so for a period of years. o ,

Now, this does not mean that some of thom don’t keep accounts out-
side the country, They do. But:increased coffes prices mean more
tax revénues in'addition to more foreign exchange earnings. It means
to the Govermment, more help in theit budgets. ~ It certainly helps thé
Pmducer and the exporter, and it hélps everybody, in the same way

hat trade helps all conntries, : :

Senator Rmicorr, Do I widtrstand you to'say that you bélieve that
privata‘sector in South-Americn is doing its fair share in furthering

ha development and growth down'there? N

Mr. MaNN. No, sir; I think itis more complex than that, - What I
said was that over the past, $0 out of evory $10 of risk cn;{)ital,' private
capital, that goes into economie developmient has traditionally conie
from local sources-rather thhn private foreign sotirees, and this indi-
cates that they are doing sofiwething, -~~~ =« -

Now, I would hope that thoy svo;ild"dd'iﬁoréé’Sehntof'._', I think in
someo cases the fact that they don’t 'd6 imore is perhaps thdir fault and
}ée'rhnps in doro ‘¢nses it is‘lack of confidence’jn the attitude of the

overnment toward private property. riglits, ahd that sor} of matter.

And in somé cases they hesitats to' invest because of galloping in-
flation. Brazil this year is having an inflation at the rate of about
SO}mrcont. S o

tis a vory tomplex problom—all these matters that béai on whether
a capitalist considors that it 18 wise to make afi investment, and I would
like to seo a bottor climate, we would like to see a‘better climats'for
domestlo private investinont and wo wbitld like to see a better climate
for foreign private investmenit in Latin Arerica.

And we would like to seo less nationalism, move confidence, a higher
rate of invegtniont and reinvestmetit of earnings, and these are some
of the thingg that we work for tliroughthe'Alliance, =

Senator Riprcorr. The' coffés. that id f(;irb‘\?n\down"thm'e,*how s it
generally groivh§  Does it como from small fayms or large plantationist

Mr. MANN. Well, a8 & vosult of Senatot Douglas’ raquest we' got
togethér é6mo figures that T can Yead youront'this,  This is all wo have
at tho momont. , L T

‘Ti'Coéta Rica nccording to gyir'liformation, 49 percent of the coffes
aoreago is in'farms of less than'B0, adres; 72 potcent of 'the coffes
acrédge i8 o' farms of less than 280 nored in'size. - In Salvador, 85 per-
cont of the acrenge is on farms of less than 125 acres. In Guatemila,
40 porcent of the acreage in coffes is on fatins of less'than 128 acres. In
Hondu'ras, 60 percent of the coffes growi'is'on'farms 61 losy tbi'm 198
dores and 75 ‘pércent of the coffce growh is oh farms'and units Jess
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than 25 acrés, Nicaragua, 50 percent of the area planted to coffee was
on 1,300 plantations, averaging 250 acres in size. In Colombia, our
figures show that there are 250,000 farms, and of this total 36.3 percent
aroe on less than 2.6 acres; 58 percent are botween 2.5 and 25 acroes and
5.5 percent are between 25 and 125 acves in size, and onl¥ two-tenths of
1 porcent comes from tracts larger than 125 acres. In Mexico our
figures show that there are 80,000 producers—I suppose that means
coffeo farmers—with an averge holding of land of 4 hectares—that
would beabout 9 ncres. -

Now, this do not mean that there are not large coffee farms, My
information is that in Brazil there are some large farms. There are
some in Salvador that I know about.

But in the case of Brazil, through revised exchange regulations
all of what might be called inomaseg profits resulting from increased
prices in the last few months have been siphoned off by the Govern-
ment and away from the producers.

Senator Doueras. . Would the Senator yield ¢

Senator Rinrcorr. Yes.

Senator Doucras. Your figures show farms. But, of course, many
of these farms are in countries where 1 man will own a number of
farms—12 or 16 or 20 separate farms. And so if I understood you
correctly your figures on the percentages grown on farms—your figures
do not show what percentage is grown on farms owned by what per-
centage of the 1growers. Do you have figures on that point?$

Mr. Mann. No; we do not, Senator, but I think in some countries
such as Salvador this is certainly true, that one man may own mora
than one farm, and certainly does. ‘

Senator Dovaras. Itistrue;isn’tit?

Mr. Mann. I think this is less true in many other countries, Colom-
bin, for example, and Mexico——

Se;\ator Doucras. Well, Mexico is not a very large coffee producer,
is it . o
Mr, MaNN. Yes, sir; it isone of the largest.

Senator Douar.as. What about Brazil? Brazil certainly is the big-
gest. What percentage of the coffee in Brazil is grown by what per-
cent of the landowners? Let usput it that way.

Mr. ManN. Senator, we looked hard for gmt and we simply don't
l;avelit. I think it would take some time to do a study on a country
that large. ' :

Senator Douaras. I think that it is a fact, Mr. Mann, that the gov-
ernments in these countries prefer to operate in terms of farms rathor
than ownership and it is going to be very hard for American represent-
atives to get the facts out. hat T do want to get is the actual fact
measured on the basis of ownorship rather than measured in terms of
separate farms, because you do have multiple farms that are under the
ownership of one owner. |

Mr. Man~. Well, Senator, I frankly don’t know.. T have never
sorved in Brazil. I don’t know about Brazil but we will certainly try
:9 find out, I have already asked that it ba done but it will take some
me, . ’ P, ‘ :

In.the second largest producer, Colombia, I am reasonablg{ clear
that %}nsmu]tipleownership of farms is not common. And, in Mexico,
which broke up large estates, I am certain that it is not common. They
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are vory small farms in Mexico, and in Colombia, and I think this is
gonerafly true. I think it is move generally true than the opposite. I
would not want to say that there are no multiple ownership situations.
There are. But I really don’t think that it is as deep a factor as you
may sometimes think.

Senator Doveras. Thank you.

Senator Rmicorr. What do you think would be the results if the
agreement wero not oxtended ¢

Mr. Mann. Well, T think there would be a number of results. I
think first that we would lose the only instrument that we have for
protecting the consumer. You would open the gates wide to manipula-
tion of matkets and general specnlation. Thisis the only way, the only
forum we have of sitting down with producers, with an agrcement.
wfhigh binds them to act reasonably. ‘I'hat is from the economic point
of viow.

From the political point of view I testified yesterday——

Senator Rinicorr. Well, if you testified to that point yesterday, I do
not want you to repeat it. There is no need for repetition in the record.

Now, would you say that in 1954 when thoe price of coffes went 1ip,
would you say that we lost a certain numbor of “people as coffee con-
sumers, people who thought that the price of coffee was too high and
therefore began to drink more milk or more ten or somothing else as
a boverage rather than coffee. Now, if the price of coffes goes too hi%h,
what would bo the result as far as the American consumer s concerned ¢

Mr. Man~. Well, I would imagine that if coffee prices go back up
to that high level again, around the 60’s, that we wonld seo the same
thing vepeated ; that is, we would see consumer resistance and turning
to substitutes such as tea—they would not be drinking as much coffee

Senator Risicorr. Would that not be a pretty - sanction in
South American countries against trying to manipulate the price up-
ward if gthoy knew that there would be this consumer resistance in this
country

Mv. Mann. Well, I think the producers are as anxious as we are to
prevent prices from rising for that reason.

Senator Rinicorr. Thank you, Mr, Chairman.

The Ciayrman. Senator Dirksen #

Senator DirkseEN. Mr. Jacobson, I suppose that you attended with
the delegation at the London conference.

Mvr. Jaconson. Yes, sir.

Senator Dirksen. Did you at that time make any kind of an effort
in behalf of increased quotas to make sure that we had an adequate
coffee supply? | ' :

Mr. Jacomson. I certainly did, Senator Dirksen. I was part of a
cohsumer ‘?roup completely in agreement on the need for a quota in-
orease, We expressed to our producer counterparts our conviction
that this was in our interest as well as in theirs, and after 8 days of
dgbntﬁ‘in Tondon they agreed to increase quotas by 2.8 million bags
of coffee. ' : R :

‘Sonator DmkskN. - Now, you made a speech at-the National Coffee
Associdtion ? o - | ' : - =

M, Jaconson. That is right. — - "

Senator Dirksen. On January 20 with regard to quotas?

Mr. JaconsoN, Thatis right, sir. a
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Senator DIRkSEN. Well,whathapgened tothequotaf .-

. Mr. JacossoN. The Council voted virtually: unanimously, that is
both the exporters and the importers separately, that quotas should’
be increased and I believe it vas just 2 weeks ago today in the late hours
of the day that the Council voted an increase of a little over 5 percent
in quotas, roughly 2.3 million bags of coffes, and we are persuaded
that at this time quotds are large enough. to insure that the quota
mechanism itself will in no way contribute to the price increase. . ..

; If I may add one point here, Senator; we also said at the time that
if we were ever persuaded that quotds were contributing to the price
movement; we would be back, and we would be back in a hurry aski 5
for quotas increases. And the producers all said to me that they woul
agree in principle that this was the Eroper step,if in fact it were clear
that quotas were in anyway-contributing to price increases.

Senator DireseN. I am advised by the Department of Agricul-
ture that in 1952 there was a 10 percent increase in the price of coffes
on dn aggregate to-the consumer and I am'advised that also on the
basis of estimates in 1963 there would be a1 8 cents a pound increase,
$239 million. And I see here a statement by Jose Figueres of Costa
Rica, the former President, and I quotse, “an additional 10 cents must
be exacted per pound,” aind that-would bs another $300 million. Nowy
if this is so ‘and if it comes out finally to an increase of $750 million,
cdan you tell me liow’you are goinig.to sell this to the consumer?

Mr. JacossoN. Well; Senator,’if I can work backward, I say that
if. prices continue to go up less: coffes will be sold to the American
consumer.. I think that is oné of the genuine fears of the: producer.

- If I may comment on-the:figures, I:think that these figures refer
and :quite’ properly ito-the addedcost of:coffee that will be incurred
thisyear compared with the avérage pri¢e of last year.  : ' =
- I:think, ant hetre I will be adding to the comments made by Secre-:
tary Mann; that ‘we are at.a-darnger point. By that'I miean ‘that
coffee prices have gone up considerably and if they go up more there
is:just bound to be'a reaction.. The American housewife will simply
switch to other beverages as.she-did .ir:1954, and that means that in
the long term the coffes producérs of the world will ses their market
shrinkinsteadofexgand. Fapee e S
i' This is 'réallyy; when one gets ‘down ‘to it, a basic sanction which
hangs over the head of coffee producers everywhere. -~ - .. .- " -~

Senator DIrgseN. I am advised that in 1949-the coffee consumption
was per capita:8:8.in this country ard 1962, and these are Department
of :Agriculture: figures, it-had ‘risen to-15.8; - What reason:is there
to believe that if the prices are manipulated upward that the con-.
surner will not hold off coitsuming coffée againf: - = - - - & -

Mr. JacossoN:: I mubt agree, Senator, that the preducers will :he
defeating their own-interests if they. permib prices to soar,’and. this
is 'why'-they ‘have:said i td :me-~and -1 -believe: them, because nobody.
would 'work-ageinst: the: interests of his:own industry—that:is why.
they said to me, “we are ‘foing to do our darndest”—and they: used:
more forceful languagej I might say, I.won't. use:it hereyf‘we are
going to do our darndest to try to check the price increase. i ' We aré
going to sell our stock, we are going to:try: to haidle-our pdlicy/in
such a manner::as:!to:ikeep’ the: pricerise! from ::becoming - too
exaggerated.” o' TSe: A1TOl ne ot
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Senator DirgseN. Now, you and Mr. Mann and Ambassador Har-
riman made a great deal of the damage to the production of coffes in
Brazil. But last month the I_)‘eliartment,wof, Agriculture said that
the fires which swept Brazil shortly after the frost failed to hit most
of the coffee producers, principal coffee producers, What about that?

‘Mr. Jacosson. The principal damage was done by drought which
started early in 1963 and then by the heavy frost which hit.Parana
and Sio Paulo, but I believe principally the Parapa district, the
principal producing area, and then the drought, which is still con-
tinuing—I have secn private reports prepared by representatives of
our leading importing countries, private reports: prepared for them
in Brazil on crep prospects, becauss it is vital for them to know what
the prospects are for production. These private reports indicate cate-
gorically that extreme damage has 'beenzdoxéé.by the frost and _the
continuing drought and that the estimates of production which had
been. put .out by the Government of Brazil are more or less within
theballﬁeldo ',- N E . T RPIUAEE '\.i«.'lg.’

- Senator Diresen. Well, this statement was made by the Department
of Agriculture last month and I think it is fair to assume that they
are on the job and this could be a little better estimate——. . ;.. .. -

‘Mr. JacossoN.. Yes, siryand I have seen the report from Agriculture
which assess the damage by fire as exaggerated, but the reports of
damage done by the other factors, that is; 1;lfiirosl: and drought, these
reports tend to confirm, do confirm' that-which. we have been saying
to this committes as representing a basic cause of the price increage—
themajor orop failyrein Brazil, - . . .: . e e

(The following letter regarding the effects of fire on the 1964-85
Brazilian coffee crop, was subsequently submitted for the record.)

; - ¥.8. DEPARTMENT.OF AGRIOULTURE, .- - -
FOREIGN AORIOULTURAL SERVICE, = .-

e L e e . Washington, D.0., Februgry 28, 1964.
Hon, EvereTT MOKINLEY DIRKSEN, T A o
U.8. Senate. o e

 DEAR SENATOR DIRKSEN: Referring to H.R. 8864, I note that USDA report,

FCOF 4-68, was cited at the Wednesday hearings at the Senate: Finance Com-
mittee, in. discussing thq effects of fires on:the 1964-65 Brazilian coff¢e crop.
The statement cited still reflects the Department’s best judgment on this point.

Although losses from fires are expected to be smail, the Depdrtiment, does
except heavy ‘losses: from frosts in 'Parana and drought in-8%o Paulo. - These
g,reulthe major coffee producing areas in Brazil.:: Drought is continuing in 8#6

aulo, . . o CTL P
_ The Department mgkes fts firct officlal world production estimate for the

1064-63 crop, including Brazil, in June. "However, information coming out of
Brazil,‘inéluding that from otir agtlcultural attaché ‘who is tvatcliing develop-
ments closely, continue to.indicate & substantial reduction in the next crop, as
atated in the. testimony presented by several witnesses at the hearings. The
harvest of the next e¢rop begins in late May. e

It (&c urred to me that these comments regarding Agriculture’s views about
thé’ 19 ‘Bragilian ‘ crop ‘prospect’ might be useful to you ih asséssing the
D o e Torocanding o soz of ihis Istier o-tho Gierk of fhe:fevate Financ
;.\We.are forwarding 4 copy. of etter to-the Qlerk of the; "Finan
Committee wrllqtfl;, & regques(t ghdgl,t. be fnserted in the records of tﬁgahearings :
there s tio objection'to dofngthls,, ~° .~ 0T T 0 T e

Y70 Blneerely yours, o Ui o B TR il b Tt et

e ?.ff, i :7 abienn e b ‘vf2'.RLYI‘(O’ND.’A._'IOANEQ,Admb“ﬂraloh p

_ Seniator DirksEN. Do you regard increases in the price‘sf coffde as

atype of aid to these countries mLathm?glcaf“ e T
r. Jacopson, A'diibbling increasads: .1l x

LIS X B TS PR A T
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Senator DirkseN. Well, if it will come up, and I think everybody
assumes that there is going to be dn increase in the coffee price.

My, Jacosson, Well, starting from where we are, if coffee prices
should go higher, I can state that categorically——

Senntor DmxseN. et me interrupt you—I gave you the statement
from the-President of Costa Rica who said that they have got to have
another 10 cents & pound——

M. Jacosson. Well

Senator Diresen. You know, he is not talking into the air and he
is down in the coffee country.
~ Mr. Jacosson. Well, I find it a little awkward to comment on a
statement, by ox-President Figueres. I can only repeat my own view,
which I know many producers in the producing countries to share,
that we are at the point where it is dangerous for prices to continue
to rise.

Seniator Dirksen. Well, is this a type of aid to those countries?

Mr. Jacosson. This is trade, this is not aid, in any sense that it was
a deliberate effort either on their part or on our part to force prices up
‘to where they are today. In that sense it is absolutely not aid. It is
trua that they benefit from a higher price but I wouldn’t say it is aid.
. Senatoi DIrkseN. Well, it has meant $750 million out of the pockets
of the American consumer for the coffee producing countries.
‘Wouldn't that constitiute aid ?

Mr. Jacosson. Well, as I said, I have no doubt that they benefit
from this, The point I was trying to make, Senator, is that this was
not. & planned, designed deliberate effort éither on their part or on our
part to bring about thesé added revenues to thém.

Had we not had the erop disaster, prices would be today where they
ﬁere 6 months ago and the prices then were at the low point for about

ears.

‘Senator DimrrseN. To what extent is the coffee market cartelized §
Is there a cartel in coffee?

Mr., JaconsoN. Well, I think—-—

Senator Dirksex. What I am trying to get at, as Ivou well know, is
how deep is the speculative interest and what are the growers going
‘to %et out of all this? ‘ ,

Myr. Jacosson. Well, I—not as a member of the trade, but as a
Government representative who has seen other representatives of the
producinﬁ countries sit around a table and discuss their problems—I
can say that there is intense competition among the coffee producing
and exporting conutiiesin a normal market, intense competition.

In fact, it was the intense competition in the recent atmosphere of
overabundarice which in fact forced prices down, down, down, over the
years, S
.. Senator DirkseN. I guess we could ll)mobably take notice of the fact
that this last year we had quite a squabble about foreign aid and par-
ticularly about the Alliance for Progress, Now, if this increase could
be interpréted as aid, what would be the matter with a provision iii this
bill to the effect that the Presidént is directed to estimate what this
aid will be and subtract it: from the available funds for the Alliance
for Progress? . .- ,

Mr. JacossoN. Well—— .+ . -.. -~ o

Senator DirrseN. Mr, Mann, you can answer that. -
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Mr. Man~. Thank you, Senator. If you are asking me, I would not
recommend that you mix up trade and aid. Latin America is doubling.
its population every 25 years. This means that in the next 25 years,
Senator, they are going to have to approximately double the number
of jobs and food productionand everything that civilized man

requires,
e(‘ll‘heir biggest need is capital. Now, if we look at the prices of coffee
today and compare them with not the last 5 years but the 5 years be-
fore the last 5 years, they are still well below the average. But look-
ing at the lust 10 years, this is not a price which is unusual or abnormal
and I think would not be adequate justification for cutting out our
Alliance for Progress program to Latin America. |
I think that it is in our interest to keep political stability if we can
in that area, to encourage them to trade more and at the same time,
of course, avoid these things that we are concerned about. Thereo
should be no price rigging, there should be no cartelization of trade of
any kind, it should be on a competitive basis. S
Senator DirkseN. When the Alliance was born, do_you remember
all of the optimistic predictions, where it was anticipated that an
average of $300 million a g'ear of American money would go into
Latin America. The fact of the matter is that more money is coming
out of Latin America than is going in and the disbursements have been
dropping month after month, meaning more instability in tha basic
situation. Now, that does not command the confidence of American
investors, and even the funds of the Latins themselves are ﬂndin% their
way into other places, finding safe havens in'New York or in banks,
and in Switzerland and Sweden, ' o
Now, maybe you know that when the.coffee agreement was before
the Senate .I was at the White Housé when the late President was
ginni_ng a medal on the last astronaut and he called me in and I said,
Your treaty is.in.trouble. . You better get n letter over to the Con-
gress, to the Senate in the next 2 hours.” e
And in the next 2 hours there was a letter. -And I would have to
say that it is one of the first and few letters that I have seen that really
was intelligible and understandable so that all the Senators could un-
derstand and it was on the basis of that that we secured approval of
the coffes agreement. I think five members of this committes voted
against the agreement, R G
- Now, we have got to have ap argument,. and T want to be helpful.
And in considering it we also have got to think in terms of what we
are going'to saddle on the American people. Frankly, I don’t think
you have given us a great deal of argument because of these conflicting
reports from ‘your shop and from Agriculture and from Commerce
and elsewhere, What we need is an argument that is logical and no
with conflictsinit. .. . = ..., = e e
Mr. MaNN. Well, Senator, I don’t think‘thqﬁe, is any disagreement
between the departments of Government on the position here, , The
oxtent, of Lih‘e. damage caused by the frost, the drop in production from
1959 and 1960 in Brazil when they were producing around 85 million
bags of exportahle coffee m where wa think as a result of these calam-
ities they are gomg‘_,t'oj_p_ uce between 8.5 and 13 million bags this
year, that is a tremendousdrop, . - . . . T T
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T think it ig clear that thé'pries rise is not-due to'the agreemént but
that on the contrary the agreenent is'the best chance we have of keep-
ing the price rise below the point that it reached only a short time ago.
W%"We t from 1953 to 1957 with an average of about 61 cents, and we
are trying to avoid that, -~ L '

And if we did not have the agreement, Senator, we would have no
reason to go to'the'producers and talk about orderly marketing; which
is supply and demand, the kind of thing which controls price. - '

Sendtor Dingsen. 1 found considerable comfort in Mr, Jacobson’s
statement where-he said'that it is estimated that Brazilian exportable
production of 19 'million bags is 1 million bags over the quota—I am
reading from your statement, Mr. Jdcobson-— - o7 0 7

- Mr. JAcosson. 'Yes; Senator, I am'sorry if I am responsible for any
confusion on that point: The figure of 19 million to which——
_'Sénator DikkseN. You aré not confissed. I am confused. - -

Mr::Jacosson, Well, I would like to clarify that, Senator. The 19
million figure, sir, refers to-production in' this year, *When Secretary
Mann spoke about the crop failure bringing {;rdductiori'down,‘ export-
able production to somewhere between 8 and 13 million; he was talking
aboub production in the next couplé of years, and this is what the buy:
érs-are most concerned about, ‘They are concerned that they will not
be able to gat fresh coffes supﬁslies in the next couple of coffeé years:
and it is for that reason that the futures prices aré'substantially more
than' the spot prices. U R ‘
“:Senator DIrkgeN. Mr. ‘Chairmian, there ure’ other things that I
could touch'upon, but:the Senate is about ready to vote on the tax

. '

bill. . . ,
" The' CHAIRMAN. Are you suggesting wérecessnow? =~ -
‘Senatdr’ Dovatias. ‘Pardon "m%ﬁ&’rigcﬁaifﬁlaﬁ; if the other menibers
of ‘the committee have finished: quéstionin ','fI woiuld like to ask some.
- The ChrarMaN. ‘Senator Dirksen'has indicdted e hasnot concluded
his questioning; and Senator Morton ighére, =~ -© I
* Senator Dikgéen. OhyT defer to'the'Senator, '~ \
 Senator Morton. Twill yield; - -+ 0
.Sglalr;atol: ‘Dovaras. Thank you. Thére are a few: questions that I
mightagk.;' - = orooniae . i e
' The CeAmiaaN. Youhaveabotit ahalfhour, -~ =~ =~ o
Senator Douaras. T would like to ask the witnéss this question
Théy have des’cribé‘d,élie ‘changes in‘skportable production as being s&)
parently dfie exclusivel§'to eHahges ifi'the weat ‘e‘r‘»‘qn}l changes in the
volume pioducsd.” I would like 'to ask if 'historically-there is any
record thiat Brazil haslimitéd ’(d)f-plaﬁt,in' and’(d) exports to'given
darititiegd oo o v D Ao R e e
“Mri-JadbpsoN. ‘As'to proditetion—- ' -
. Senator Douaras. Iam asking about historically.
"f‘g{r.':JKdQli'S’oN‘.f’“Yes”;‘ ‘uhdepstand, 0 e
% Senator: ‘DoteLAS! I8 'thep ;%i?‘i‘édérd_thatiBraml"Has fixéd quotas
on‘t, e'am‘oﬁﬁvﬁvhiéhfeg?‘g be prodliiced pirlotto the Tntstnational Coftés

{

f

Agteement i it P sty Nini e
“Mys Taconsgn! T-avyhot dwate of lithity c{ﬁ;yrddu.‘ctién?
“ISenator Dovttas, Linits on' exportablé’qitdntities,

Mr. Jacosson. Prior to this agreement§!:” =i/ #itt
Senator Dougras. Prior to the agreement.
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Mr. JacossoN. There was in effect an agreement exclusively among
exporting nations, an agreement which set bxpoi't quotas,

genator Dovaras. For how long did that continue?

+ M. JACOBSON Well, it- began in late 1957 and it has been in effect
avor since.

- Senator Douvoras. ‘Did it"exist during the perlod in which coffes
‘prices skyrocketed § :

M. JacossoN. Oh,no.. ) my knowledge no, sir.

‘Senator Douaras. Were there RNy re; lations by Brazil itself limit-
ing’ t{})m?amount of ¢offee which could be exported from' Brazil prior
to 1958

Mvr, Jacopson. There may very well have been, sir, but I don’t know
for a fact. I would be glad to try to get the information,

Senator Douaras. Well, isn’t tlmt so, that there were such regula-
tions by Brazil? .

Mr, JacoBsoN. Well I———-

" Senatotr Dotieras. Is it not a fact that Brazil has attempted in tu’nes
past to régulate the price of coffee through limitation upon the amounts
which can be exported? : -

‘Mr. Jacosson. Well, I lmow that—I know that in the past 5 years
she has observed exPort quotas in an éffort to brake, to stem the price
«decline. - I know that for a fact.

-Senator Dovaras, In other words, they have ‘only used quotas to
prtiwent, pm?ces from falling. Have they ever used quotas to get prices
1o nerease

" Mr. Jicopson. ‘Well, in'the permd of my knowledge, which' is the
past. b years; prices have been steadily declining. -

- Senator Dovutras, ‘I know, but rlor to this tite-—are you gomg to
Say that Brazil has ‘ot attem ted in"the history ‘of ‘coffee to restrict

rtsin order to raise prices
Ir JacossoN. L have no doubt thls may have happened but 1 ]ust
-don’t kmow—s- -
thSo;latOr Dovatas. WOuld you subn’ut k1 statement for the’ recOrd on
att
- Mr. JacoesoN. Yes; I will, .
( é followmg was lutéi' received for thb record:)

- CONTROL or ExPORTS BY' BrazIL:

', Contro!s on he ex ort or coﬂee from hrazil were exerclsed throughout the
years of thé Sdcond ‘World War by the Natidral Coffde' Dépattment, which ywas
-superseded in 1046 by the Division of Coffee Economy ‘of thé Ministry of Fiance
Y{DNQ) anpd ‘in turn 1952 by the Brazilian Coffee Institute... Each of these in
turn had respounsibility for per itting the movement of coffe¢ from . interior
storage to the ports, for. \7erlt}i atlon of export prices. to faciltats operat!on of
foreign exchange mctices and for istabllshlng sténdardq of quality. * For sev-
eral years after 1 the coffee market was!largely:free of governmental. fnter-
vention and restrlctlon The Government aid, however, contlnue to control move-

e o, 00

war &) de the bNG hnd sizable slocks, wh jeh were graduaily qui-
aated”ﬁﬁfn s e Sxbauataf 1n T T bont LoD ?‘Bmﬂﬁgn Iy Ndot-
-ment informed the publlc‘that the last of its holdings had been placed under ¢on-
tract fordelivery,’ and adyised that the cofige trade. would be left free, but not
ﬁmbz doned in-case of need, : The Preside let ,0f the' DNO stated that q, Govern
‘ment ' would stand ready to'interveie, when necéssary, to prohibit any spel?ﬁlq
tive movement of coffee; to lend {ts support to producers in financing thel opé
to assist in acquiring fertilizets}-and to:heip itprove tillage practices::
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In 1951 a new statement of coffce policy was issued outlining the steps the
Government would take to improve the coffee economy. Regulations were is-
sued, designed to prevent competition between ports by regulating the movement
to port to correspond to warehouse and shipping availability, and also to assure
orderly marketing throughout the year. Port quetas were established; export
quotas were also established for areas or countries of destination. These quotas
by area of destination were withdrawn within & year because of complaints from
importers. There is divided opinion regarding the intent of the Government in
establishing port quotas. They helped to maintain the quality of Brazilian’ cof-
fee, by retaining stocks in the dry interior untfl near time of shipment. They
helped to even out seasonal price fluctuations. They may have had some effect
on the level of prices. However, minimum price regulations were probably of
more importance in this connection.

MINIMUM EXPORT PRICES

In March 1951, the Brazilian Government announced that it expected to sup-
port and stimulate prices, and as a means to this end, would refuse to register
declarations of coffee sales abroad at prices which did not correspond to the
real value of the coffee.

The Federal Trade Commission reported, in its “Economic Report on the
Investigation of Coffee Prices in 1954, that “although enacted for the purpose
of raising or supporting the price of coffee, minimum export prices apparently
were ineffective in achieving the desired end.”” The program was abolished,
but later reinstated, at times under a flexible system where the price was es-
tablished each day, based on prices in principal markets on the previous day,
and at times under a fixed-price system, with the minimums at each port changed
as occasion required. At times the minimum price was appreclably higher than
quotations in consuming countries, and hampered importers in obtaining sup-
plies of the types of coffee they desired. However, the FTO report of 1954 states
“in contrast to the above, there are those who say that * * * the Brazlllan
Government has made no apparent effort to manipulate prices by fixing a mini-
mum export pricé higher than the actual market” and concludes “In order to
determine the true situation the FTO would need to have available more ix-
formation about Brazillan prices and how they are determined than it now has.”

Minimum export prices were also in effect in Colombia during much of the
period prior to the negotiation of the International Coffee Agreement.

In 1958 the principal coffee producing countries of this hemisphere negotiated
a coffee agreement which established export quotas. As members of this agree-
ment both Brazil and Colombia were committed to limit their exports to their
assigned quotas; minimum export prices have been maintalned by both coun-
‘tries, primarily to facilitate control over foreign exchange receipts from coffee
exports. 4 . . v

Senator Dovaras. As to the past poli¢y of Brazil. | Now, is it true
that at times other countries have glqmed with Brazil in restricting
exports and that at other times the high prices which Brazil had set,
the umbrella, so to speak, which they have raised over coffes prices,
have indured these countries to break away and increase their exportst
- Mr. JacossoN. Oh, I think it is absolutely correct that because Bra-
zil restrained her exports in an effort to support prices, this afforded
‘others the opportunity to take advantageof that.

Senator Doueras., And this waspriorto 19587

Mr. JacossoN. That again I would have'to provide for the record
because I am not aware of it myself. . SR
. Senator Douoras. Now, thisisa curiousthing. Iam a mere amateur
in this, and here you are, the greatest expert in the United States on
this sui)]ect and you say you have no knowledge of it. I would like
to have the record made on this issue so we can see whether the pro is
r:ﬁ\t and whether the ignorant amateur is wrong. Now, may I
a e ——

Senator MorToN. Would the Senatorsyield?
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Senator Dougras. Certainly. : . : )

Senator MortoN. I was in the Siate Department then. Yes, I think
there was a positive effort made to restrict exports to raise prices and
this was reflected onto all the coffes exporting countries, so we saw the
terrific prices in the early 1950’s as a result of that. Thank goodness
that did not happen this time becausé we had the quota system and
they were able to increase the quotas and increase their exports. 'And
that was a very salutory thing this g"ear. A

Senator Doucras. Regardless of what we may say about the present
quotas, is it'a fact, do you agree with me, that in the past there were
resgtri;:tions upon exports, as a result of which there were increases in

rice
P Senator Morron. The Senator is absolutely correct; atid one of the
reasons for this agreement is to prevent that happening in the future.

Senator Doucras. Now, if I may pursue my line of inquiry, 1 notice
in the statistics that you point out that the world exportable l‘)) -
duction in 1936 to 1960 exceeded the actual exports by 9,845,000 bags
per year over a period of b years, which would be the equivalent of
46 million bags. For the 3 years 1960, 1961, and 1962, the sum total of
excess of exportable production over actual exports was 44 million
bags, and I ask you, what happened to these 93 million bags which 1
counted as exportable production but which were not exported?
Where are they? What mgpenéd to them? _ .

Mr. Jacosson. Well, my knowledge is that approximately 50 million
or so.bags of coffee existed in Brazil until recently, with perhaps 4
million or 5 million-bags or so in Colombia and ‘perhaps scattered
around here and there. ‘

Senator Douaras. Well, where are they ? : - ‘

Mr. Jacosson. Well, as we understand ‘the situation, a good deal
of that coffes is very old coffee and it is no longer of a quality that we
wollld consume here, : ' A

Senator Douar.as. Is it not old coffee because Brazil would not
allow it to be éxported? .

Mvr. Jacosson. Well, yes; had she—— _ ‘ .

Senator Dovucras. Exactfy so, and then that proves that Brazil was
restricting the export of -coffee, over export of surplus production
so that it was not going overseas but was accumulating in Brazil {

) L}{r. Jaconson. This was during the period’ of the quotas, that is
right. o .

Senator DouaLas. And prior to 10581

My. ManN. Senator, I would like to say if I may, that you are right,
that Brazil has had a stockpile of coffee going back for many years.

Senator Dogeuss. I am surprised to hear Mr, Jacobson pleading
lack of knowledge on this subject. I am surprised because this is
known to everybody and I am surprised that he even makes a pretense
of lack of knowledge. -

Now, is it not true that in times past the Brazilians have actually
dumped their coffee into the sea or into the rivers rather than
export it.? : : IR

Ir. Jaconsox. That is right.

Senator Doucras. What{ -

Mr. Jacosson. That is right. C e

Senator Dover.as, And even this, I think, is not all. Exportable
production is not the same as production, is it ?
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Mr. Jacosson. That is right, :

1 Senator Dovaras, That. is, there is somé coﬁ‘ee pxoduced W}uch is
not counted as exportable coffee, is there not? ) R

fr. Jacorson. That is right,. . « L

. Senator'DovtLAs. Anditis consumed at home, 1sn’b that true?

.. Mr, JAcoBsoN,, That'is right, - -

- Senator Dovaras. So the a¢tual surplus is in excess of tho 90 million:
some bags—well, 46 million excess were surplus from the years 1956 to
1960-—and the surplus for 1963 is.not. stated, but there have been
rougdhly 90 million bags not accounted. for plus domestio roductlon
for domestic consumption which is not included as exportabl produc~
tion. This is being held back, is it not true, Brazﬂ olds this’ coﬂ‘ee
back awa.y from the seaportsf.. . SRR

JaconsoN, Senator, I have one problem thh tlus. I am havmg
ba{ .with the.fi res because accgrdmg to the table that:I have,
of the world surplus’ production which; embraces Brazil as

li was 65 million in the period from 1951 through 1962. T
T Spna or Doudras: Well, I am simply giving ¥ou your own sbatxstxcs.
You did not iumber your pages, but if you will turh—I think it is the
third. page from the covex, there. you have for 195640, he>annual
average—— TN N ,

M, JAOOBSON That is qulte right. SHISTRE

Senator DouarAs. There you have for. the perlod from 1958 to s1960,
the:annual average. oxs 5 he, world. 9Xportable EO rodii¢tion, bemg sho'wn
as 48,652,000 the world .exp ortifigure is 89, '(,000 and .the urplus,

45,000 bags... - Now, thnb ig 5. years, and multipl ylhg,by fivey that is
fne eqmvalent of 466.6. million ‘bags. Isn't that true®. i
Mr. JaconsoN. Yes, sir: I made aniistake i in fallmg to. multiply
the average by five. : You are quite xight, . . - St
.Senator :Douaras. All vight, and .if.you take 1960; 1961‘ and. 1962
this comes to 44.6 million, or you E:at a total roughly: of 91.2 mllhon
ba.§§, not counting 1063, of: surplus excess of exports, ! -
ow, my query. is, V"hat is happening to these mxssmg 91 mlllibn
You say that is in stock in Brazil and-it/is too- old‘ Well

too old bacause they did not export it. : Isn’t:that r:ght?
,,{( he fo)lowmgmaslaterrecmve for the record.) TR

' Ounmquxon or S:oox PosrrIoN ‘. P
'l'he table under dfscussion appears below : A '

Oo))'eo-World eopor‘lablo producuon, eaporh curplua. 1951-—68 ‘
: ' L [Tbousandbagsolookﬂoa] e :

Yt LT enptanle W 14 export]  Sarplas -

. . o : 4 orld e : us

R pmdueuon , *Por III‘P )

1962-66annuala.vemge.......;......;........;....,...‘ ........ azm R X "

annual average....... eeseemtcenane serecesenanranencane 48,8831 = 39,207 9,345

eetcermsontsannbensnsesncnnensidonescorasansiavenntesnnanes - 66, 421 491 23,030

1961 ........................................................... g;,g %% 1?’%33
1963’('65&'&13'&21')'.’113332IZIZIZZIIIIZZIIIZIZIII:IIIZIIZZIIIIIZZ L} : .

Bource: International Coffee Organization,
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e figures shown in.column 8 of the table ahove were.used as the basis for
'thgmcompu ation, . Note. %at the ytfar 1980 is ﬁ?qludeg twluc:glﬂ the table, once
in the ‘5-year ‘average 1956-60 and. aghln as a sepﬁrate ﬂgure The pt‘oper
computatlon is as follows

I T UV Thouumd bagt

Multipl 1956—60 avera (3 9845 DY B e mmmmamiomnnn 46, T25

1931-?.f .............. B ._(_.'-_-1-_-_---,--,;_-_;,,---.‘.‘--'.--..'_-_« ..... 9, 114

a2 T inieao-- 11,605
i pan . . [ Ce H

Derived surplus Dec 31, 1962 .................................. 67,444

“Mr. JACOBSON. Well, the—not all: of these—-these are’ of mferxor

quahtles—-——-

Senator Dovgras: Is it not true that Brazilis holding back a: Iarge
part of its: production and ot allowmg 1t. to be exported in- order to
mamtain‘ the pricef

- Mr. Jaconson.: Well, bode.  but if they exported everythmg today,
we would be in'terrible trouble tomorrow, -

‘Senator Douaras, 'Itinderstand.  And I can't understand why du
don’t séem’ to want to anstwer the question; :Let me repeat iti - Is it
not trué that Brazil is now:and has been ‘for som ogears holding back
a large dparb of its exportable productxonz and n allowmg 1t. w be
exportedt . D

r. JaconsoN. Thatis right. .

‘Senator Dovaras;: Well; that is what I hive’ been trymg to’ geb you
to say for some time. Now, what snrety is there that they won’t. do
thisin the future? ANSEUEN i

Mr. JacossoN. We ‘have 1o surety except tlie agreemehb.» seth

Senator Dovarasi: I noticé in ‘this’dgreement that unless:tlie ch’ﬂ'ee
i8 accompanied by 'a certificate of .origin-or.a certificate! of ‘reexport
the President is given the power to refuse to rmit it to come into
the. Unitéd'. States. » Therefore; do: we . -hot ‘become the . enforcing
‘agent for the'Brazilian restriction of exports$ and restrictlon of exports
by those in the International: Coffee Organizationt: : nto

Mr, Jacosson, Well, I tlnnk we hav‘e to essume tlmt Bmzll wants
toexportendthaﬁtheref llm Lol
. /1SenatoriDodaras, ‘Well; what about t.hé demend for coifee? Isnot
'the demand . for ‘coffee ;nelastlo? ~That is,‘if you ihorease the:price
25 20 pereent, let us say, the demand for coffee will not decrease by

IsErreent; but by a much. smaller’ fractlon, 1sn’t t.hat. mght? -

JacossoN. That is correct,

Senator Dovaras. Have you made e.ny estunates of whe.t the U S.
‘demand for coffee ig——v .

- Mr. Jacorson. ‘'We have as many estimates asf there are econoxmsts,
unfortunately

Senator Douaras, Well now, wait a vhinute. * It is not entlrel
‘matter of guessing, What is the consensus of. the statistical studles?

- Mr. Jaconson.. Well, I would say that for every 6- or 7-cent increase
in coffee price there i is roughly a 1-percent decrease in consumptxon.

- Senator Dovat.as. You say 6 percent mcrease? ‘

--Mr. JacoBsoN. 6 cents, Senator. -

Senator Dougras. 6 cents. Well, that, would be more than 8 per-
cent, thatwould be around 12 percent. -

In other words, for every 12 ipercent increase in prlee there 1s a8
decrease of only 1 percent-in the quantity. demanded.

Mr. JaconsoN. Roughly.
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Senator Douaras. Therefore, if you raise the price by 24 percent,
-you only lose 2 percent in ths quantity demanded, and your total gross
Income 1ncreases by over 20 percent. .

Now, what inducement is there to expand output if by restricting
outpl‘ut and raisin%orices you only cut your consumption by a relatively
small fraction ¢ 1t is the problem. There it is.

Mr. Mann. I would say, Senator, you are making a very good argu-
ment for the agreement. . ‘

‘Senator Dovoras, Well, I cannot see that at all. And I do not want
to get into personalities, but you may be making a very good argument
as far as Brazil is concerned, so they can get a higher gross income,
and you may be making a good argument %or the coffee planters, but
are you making a good argument for the American consumer?

. I think what is revealed here is that the incentive not to spoil the
market, as it is called, is relatively slight compared with the gains that
the coffe producers and the exporters can make by restrictin% output.

‘I am not too much impressed with your concession that they may
incrcase exports by 5 percent—for how long a period is that?

Mr. Jacosson. That is for the year.

Senator Doveras. For the year?

My, Jaconson. Yes,

Se?nator Dovuoras. Well, what is the annual increase in consump-
.tion

Mr. Jacosson. Well, it is roughly—

Senator Douaras. I had three cups of coffee this morning.

My, JacossoN (continuing). Roughly 8 to 314 percent per annum.

Senator Doudras. So, next year—isn’t this a bait, so to speak, to
get usin a plastic mood, so to $peak ?

Mr. JacossoN. Well, this is just pure guesswork, and I am quite
prepared to adinit this] but I have no doubt at all in my own mind
that quotas will be higher next year than this year. ‘

Senator Dovaras. Yes, but how much? :

Mr. JaconsoN. That I cannot tell. The quota deliberations will not
start—the usual ones—will not start until August, but I dare say
ienator, we will be talking about larger quotas between now anc

ugust. :

enator Douvaras. Thank you, Mr. Chairman.

The CraAIrsaN. Senator Morton?

Senator MorToN. How much time do we have?

The CramrMaN. Ten minutes. Would you rather begin tomorrow?

Senator MorroN. Well, I think that I can do it in 10 minutes, Mr.
Chairman,

The CHAIryMAN. Very well.

Senator Morron. Mr. Jacobson, on the figure of the 1 percent, that
is correlated to 6 cents per pound, that is the current retail ie\'el,
is it not?

Mr. JacopsoN. Yes, sir. I would ask that you ask the members of
the trade who will be testifying later whether they would confirm
this, That is my general impression.

Senator MortoN. My point is, when you get coffee up in the
-retail area to about a dollar a pound——

Mr. JaconsoN. There is much greater response.
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Senator Monton. The fact is that in the early fifties coffee con-
sumption in this country per capita did go down nearly 20 percent?

Mr. Jaconson. Nearly 20 percent, that 18 right.

Senator Morton. Now, the price of Santos No. 4, for the last 11
years averaged somewhere in the neighborhood of 48 cents a pound ¢

Mr. Jaconson. That is about right, I believe.

Senator Morron. About what it is today, is it not?

Mr. Jaconson. That is about right, sir.

Senator MortoN. Now, is it not true that it is not the total supply
but the surplus, the marketable surplus of any commodity that really
makes the market

Mr. Jacosson. I think that is quite right. With a heavy surplus
prices are bound to be depressed. ‘ .

Senator MorToN. We can raise 1 billion bushels of ‘wheat in this
conntry and maintain a high price if we had no surplus, but with a
surplus, on a half a billion bushels of wlieat we get a depression
of price?

Mr. Jaconson. That is quite right.

Senator Morrton. This is a fundainental economic law and it
applies just as well to coffes as it applies to wheat or any other
commodity ¢

Mr. JaconsoN. You are quita right, Senator.

. Senator MorToN. I can remember in the 1930’s buying several mil-
lion bushels of wheat at less than 50 cents a bushel or in the area of
50 cents a bushel. Today it is $2. We have seen a continuing decline
in the consumption of wheat produects in this couitry. I don’t know
how much of it is due to price, or how much of it is due to the
fact that the protein intake of our people has changed, to a degree.

But this relates to a fundamental law of ¢conomics.

Now, you have taken the largest producet of coffee, and with
the frost and with the drought, you have seen a potential production,
which was up in the 40 millions 6f bags, down to, for exportable
purposes, down to between 814 million and 13 million.

ow, this is bounid to have in effect on the price of coffee regatrd-
less of what we do in the ratification or implementation of a treaty?

Mr. Jaconson. That is right, Senator. - We have simply switched
from a buyeér’s market to a sellér’s market because the basic circum-
stances of su})ply'h(wé been fitndamentally altered, that is right, sir.

Senator Morron. Now, the Members of ‘Congress were very vocal
in 1954, 1955, and 1953, in making speeches about the high price of
coffee and at that time it was far higher than it is now. What
caused the high price of coffec then? Was there a crop failure?

Mr. JacossoN. There was a severe frost in Brazil which came
on top of—if I can make an important point—the crop failure came
on top of what had been a \'er% tight supply situation. There were
no heavy stocks at that time. There was nothing to relieve the then
crosp shortafe. 3 7

enator Morron. Is it not true that the other coffes suppliers of
the world, in view of what happened in Brazil, and the damage was
primarily in Brazil at that time, just held their coffeo off the market,
tlm:k’i,l;g that, “If wo wait. another 2 months we will get another 10
cents

29-282—04——10
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‘Mr. Jacopson. I have very little doubt that some of that did
occur. ‘ ;

Senator MorToN. And is it not true thit when this situation de-
veloped this year, because we at loast have the treaty, not the imple-
menting agreement, but the treaty, that the consuming countries
were able to get the producers together and say, “Now, look, you
can hold your coffee off the market if you want to, but that is the
wrong thing for you to do unless_you want another 20 percent
drop in'the coffee consumption in the United States”?

. Mr, Jacomson, You are absolutely . right, Senator, They agreed
with us and it was for this reason that they voted the 2.3 million
increase in %thas and indicated privately to me that if the market
required a further increase in quotas,.they would consider that
favorably, too, in the future,'; You are absolutely right in describing
thesituation, . . .. . . ; L )
- Senator Morron, Isn’t it true that during the years that Brazil
accumulated this surplus, the 5 years that you mentioned here where
there was a world surplus of 9 million bags each: year, that at that
time coffes was, those last few years, coflee was in the avea of 33
onhﬁitcentsapomld? R, o

r. JaconsoN. That is right, sir. In fact, I meant to make the
statement to SenatorDowglas. .. . ... .~ . .. . 0

. Brazil was not deliberately holding coffes off the market, Brazil
WAS ,unabl,e.];o‘sel her coffee,, ' The huyers did not want it and it
was this'that forced her to hold her coffee back...,. . .,

She would have .been delighted to sell at a decent price, all of
the coffee; but shqsimIpl%coul n't, L N
" Senator Morron. If. ,\razjl‘had, let it all go to this country,,the
rice may well have gone bélow 33 cents a pound—but we couldn’t
ave taken muchmoret - . ., . N
Mnr. JacossoN. No. If all of that coffes had been offered I have
no doubt that prices might haye been:down to b cents or.4 cents,
And what we have seen in other countries—disastrous political move.
ments—could haye- easily occurred in many,coffee-producing coun-
tries, if prices had fallen to that disastrouslevel. . . . =
- Senator MorToN. Was not the implementation or the motivation on
the part of our Government and the Department of State and the
other departments affected, through this agreement to stabilize the
pri&:p of,t?:offee so that we would not have these violent fluctuations up
or downf L . Q o *
.. Mr. Jaconson. That was by far the principal motivation of this
agresment. L L ‘ N
. Senator MorToN. And isn’t that also the principal motivation be-
hind the world wheat agreement $ :

Mr, JacoBsoN. Yes, sir, | BT .\ L
. Senator Morron, Of course, we happen to be an exporter of wheat
and an importer of coffee. 1 must sadv that I cannot see too much dif-
ference. I think it is good for world trade, I think it is good for our
relations with other countries, I think it is good for the free world, that
we stabilize these prices. S S
* Mr, JAconson, I must agree with you, Senator, absolutely must.

Senator Morron. Thank you. .
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Senator McCarruy (presiding). I:have no further 'questions,
Thank you very much. Is Mr, Behrman hersf ’

Mr. BeurmaN, Yes,sir. N | .

Se’x:la?tor McCarruy. Do you wish to submit a statement for the
recor |

Mr. Beuratan. I would be verg glad to.

_ Senator McCarray. We will be glad to accept that., The only ques-
tion is this: After the members have read your statement, if they wish
to question you, could we call you back? - - :

Mr. Beuraan. Iwill be glad to comé back, o y

Senator McCarruy. All right, we will accept your statément for
inclusion in the record. , ,

(Statement referred to is as follows:)

A
STATEMENT OF JACK N. BEHRMAN, ASSISTANT SECRETARY 'oF 'COMMERCE FOR
: DOMESTIO AND INTERNATIONAL BUSINESS

I welcome the opportunity to appear before this committee in support of H.R.
8864, a bill to implement our responsibilities under the International :Coffee
Agreement, . . T VR
‘ - THE INTEBNATIONAL COFFEE AGREEMENT

s o, N D ST TR S lo PO Lo T . RLE

As you knoyw, ratificatlion of the Internatlonal Coffee Agreement was approved
by the Senate last May 21. The objective of the agreement i3 to moderate ox
eliminate the boom-or-bust cycles which In the past have characterired the world
coffee market. The purpose I8 to do so in a manner which will help to assure
an adequate supply of coffee, reasonable price stabllity, and an expanding market.

I think we are all aware of the importance of coffee to the consumer. The
United States.nlone consumes approximately half of thé world's coffee, ' '

But coffee Ia also of great importance to the coffee-producing and ald-extending
countries. World coffee exports originate almost entirely: in.the: developing
countries of Latin America, Africa, and Asia,;.and are second only to petroléeam
as a source of the foreign-exchange earnings which are essential to the develop-
ment of these countries. Wide changes in the price of coffee or a decline In
coffee consumption interfere drastically with the ability of these countries to
carry forward their economic development. On the other hand, more stable
coffee prices, increased efficlency in production and fhéreased consuniption peérmit
better husbanding 6f foreign exchange and dfi atceleratibn: of ecoiiomic growth
at no fncrease in aid costs. R R

The agreement {8 already having practical effects in'the area of increased éo -
fee consunption. . For example, the European Econoinic Communityhas ag -
to reduce the common external tariff on coffée.  The United States has been active
in urging the’reduction or elimination of tariffs and internal taxed oh coffee.

. THE BILL ' :

The major responsibilities under the agreement fall upon the coffee-expotting
countries. It will be thelr responsibility to adjust production, to carry. stocks,
and to pay for coffee-promotion expenditures under the agreement, in order to
bring coffee production and congumption into better balance:in the short run
aund the long run. The primary obligation of the United States and other import-
ing countries is to assist in the implementation of the quota’ provisions and to
reduce, progressively, obstacles to consumption such as tariffs and internal taxes.

The main operating.mechanism of the agreement is a limitatlon upon exports
by the exporting members in order to help.bring coffee supply and demand into
closer balance,. The obligation of the United States and other importing members
in this regard s simply to help implement the export quotas by requiring the use
of certificates of origin for imports of coffee and for exports and reexports, The
agreement also provides that importing members may be required to limit thelr
imports of coffee from nonmembers under certain circumstances, in order to pre-
vent nonmembers from obtalning an advantage at the expense of members. How-
ever, counttles which account for more than 965 percent of world coffee exports
have joined or are negotinting to join the agreement, and it is highly unlikely that
any limitation on imports will be called for during the life of this législation,
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. Thus H,R. 8864 authorizes the President to limit imports of coffee from non-
member countries, to require the keeping of records necessary to fulfilt our obliga-
tions under the agreement, and to require the appropriate certificates for lmporta
or exports. Data will be complled from the certificates by ‘the Coffee Councll,
established under the agreement, enabling it to séc that prodncing countrles are
exporting within their quotas.

. BAFEQUARDS ’

Membership in the agreement does not obligate U.S: punchnsers to buy coffee
from any particular country, to buy any specific amount of coffee, or to'pay any °
specific price for coffee. Coffee traders wlil be free to.continue their established
practices and patterns of trade, competing as before with buyers in other con-
suming countries.

The interests of the United States are pi-otected by the fact that it will hold a
minimum of 400 votes out of the total of 1,000 consumer. votes in tlie International
Coffece Councll, the governing body of the agreement, and will also be a- member
of the executive board. Since practically all important decisions, such as adop-
tion of the budget, establishment of the quotas, or the production control program,
require a two-thirds. vote of. the consumers and producers voting separately, the
United States holds sufficient votes to prevent actions which might be considered
ndverse to our policy interests. to our business community, or to the Amerlcan
consum

The Presldent Is requlred to submlt to the Congress an annual report on the
operations of the agreement, including full information with regard to the level
of prices. Also the legislation will expire on October 1, 1085, Thus Congress
will-have repeated early opportunities-to réview the operatlon of the agreement
&nd its advantages or disadvantages to the United States.- The United States
may wlthdraw mm the agreement at any tinne. upon 90 davs' notlce

* ! . " EFFECT ON CONBUMERS

'What; wlll be the etreot of the agreement on American consumers? Over the
-long run, it should help to assure adequate supplies of coffee and greater stability
in prices for consumers.- .-

The importance given to this aspect of the agreement Is demonstrated by article
41 ror examp!e, whlch reads as follows:

ASBURANCE oF SUPPIJES

“In addit!on to lnsurlng that the total supplles of corfee are in accordance with
estimated world imports, the Council shall:seek to insure.that supplies of the
types ‘of coffee that consumers require are avallable to them.” -

It:is true that the price of coffee -has risen substantially .in recent months
However, we are satisfled that this price rise reflects primarily the natural
Qlsasters which have occurred, and trader reaction to these disasters, rather
than the export quotas established under the agreement. -Just to make sure,

- however, the Coffee Council has also acted to raise the quantity of coffee which

may be exported during the current year.by approximately 6 percent. While
the United States strongly supported this Increase, the lncrease wlll not neces-
sarlly reverse the price trend.
. The agreement cannot make coffec gmw where crops are killed by frost, or
fire, and it cannot prevent traders from taking into account the posslblllty that
shortages may develop as a result, But it can, I think, do much to lessen the o¢ca-
sions for speculating, by smoothing out the flow of coffee to market, and within’ the
limits of what nature will pérmit, equating supply with demand.

. The International Coffee Agreement does not contemplate any changes fn the
tradlitional relationships between the traders, the roasters, and the retaflers.
Coffee is a high volume, staple food product. Coffee price and quality are subject
to keen competition in retail outlets §n the United States. This means that the
benefits of success in promoting low-cost eficient production, or in stabilizing the
prlce cunnot be withheld from the consumer.

© EFFECT ON THE BUBINBBS COMNUNITY

- Now, what of; the eﬂ.’ect on the Amerlcan business commnnit,y? ‘How will the

agreement affect not only the coffee trade but international trade in general?
Theé U.S. coffee trade placed itself on record as being in favor of the agree:

ment during the hearings before the Senate Forelgn Relations Committee in



COFFEE 146

March 1003, with regard to ratification of the agreement. The trade has also
cooperated fully with the Department of Commerce and the Bureau of Customs
in developing the forms and procedures that will be emiployed to jmplement tho
agreement. Additionsl paperwork will be kept to a fhininivm, and based on the
consultations and discussions that we have held with representatives of the
trade, we are confident that implementation of the agreement will not cause
difficulties to our coffee roasters, traders, or shippers.

YWith regard to American business in general, we' anticipato that more stable
or increased earnings of foreign exchange by the coffee-producing countries,
resulting from increased consumptfon and more efficlent production, will tend
to intrease’ the market for American products in those countries. We are of
course tmdltlonaﬂy large suppliers to Latin Amerlca, but it has not been an
expanding market for us, We hope to increase our sales to Latin America and
to other coffeo-producing countries in Africa and Asln

\
 BUMMARY - .

Properly implemented, the International Coffee- Agreement ean be 'of, sub-
stantial benefit to all participating countries. ‘It:cah reduce the wide fluctua-
tions of coﬂee prices which have, in the past, troubled both producers and con-
sumers. - It can increase the eficiency .of coffee production. And it can help
the cofféé exporting cointties to diversify their economles, raise the standard
of living of their people, and increase their abillty to trade wlth t‘he Unlted
States and other industrial countries.

Mr. Chairman, for these reasons, we support U.S. particlpatlon ln the Inta*-
national Coffee Agreement through enactment of H.R. :

Senator McCartat. We hive three other w1tnesses hs'ted for boday
The members of the committee have to be on the fléor at:12:30 to 'vote.
If any of you wish to subinit. your statérhents for the record iow, we
will accept them but if you prefer to make an oral pnesentation, wo
will have to ask you to retum tomorrow.. '

Now, Mrs. Peterson is listed as the'first. th.neés for tomorrow. .
. Mr. McKiernan, do you want to have your printéd statement ingerted
in the'record or conie back tomorrotv and' dé 1ver 1(: in person? "

Mr. MoKrernan. I would rather come back. - .

Senator McCArTHY. Mr. Daly? . o

: .Mr. Dary. I would prefer to come back, also. z o
- Senator McCarruy. Mt. Rollasonf®: -: ;- o - v o 0o

. Mr.’ RoLrason. I appreomte youi' problem, sn', but I cannot. return
‘tomox‘row. .

- Senator -McCAm*nr. Very well 'Mr. Rollason, you nmy read your
stabement now. SR $

STA’I‘EMENT OF WENDELI. N. ROILASON, DIREO‘I‘OR INTER»AMERI
. OAN AFFATRS OOMMISSION OF HIAIII L

Mr Romu\so*r Thank vou,benutor McOarthy S f

N
i

IN’I‘RODUOTION

'I‘ho Inter-Amerxcan Aﬁ'mrs Commission of Mlam1 was: formed in
1959 as a private organization of persons concerned with the problems
of democracy in the Greater Miami area which for the past 10 years
has been undergoing development as a bilingual and bicultural metro«
politan area.

‘The advent of communism in Cuba and it direct-effect upon our
community has catapulted Miami into an international role of prime
lmportance to the mted States. Every cltlzen, very busme&a, and
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every orgaiilzation in south Florida has been directly affected by the
Communist tonquest 6f Cuba, L

The TAAQ is no exception. Today we are deeply involved in the
struggle of democracy to survive in the Americas.” That is why we
are a}:“pearing before this committee today and are presuming to offer
our advice, to you gentlemen of the'Sénate in support of the Inter-
national Coffee Agreement, . . . :

Wao have no economists on our staff to offer you expert advice. We
have no compilation of statistics to present. "We have no knowledge
;_n_ (lle'lp'th,‘ of coffes growing on coffee marketing to expound upon: at

ength, o o : »

However, we submit that over the past few years our work in sup-
port of democratic action groups in the Caribbean s)eriphery our
participation in the rescug of Cuban underground fig iters, and our
working closely with student groups combating Communist-led uni-
versity gangs has given us a view of the differing problems of the
differént Latin nations of this hemisphere which is privileged to fow
Americans. Lo A ,

We have come to know the peoples of the alleys, the fields, the fish-
ing boats, the hovels, as'well as the governments, the professions, the
universities, and the estates. v ‘ o

Each of these countries differs from its neighbors historically, cul-
turally, and even linguistically in many instances. Yet stripped of
these differences, some of which run deep into the past centuries, the
fight for democracy has a common denominator among all these
peoples. They seek something better. They seck a piece of land,
a steady job, a full belly, a child’s education. Spenk not to these
people of freedom of sp'eecfl, freedom of religion, freedom of the press,
or freedom of elections. Talk of food. Talk of land. Talk of med-
icine. Talk of a child’s future. C

Democracy must win on these practical economic levels or democ-
racy will lose. Communism' need only promise. Democracy must
Sroduce. For democracy, as represented by the United States, has

ominated the'hemisphere for as long as any Latin can remember, or
his father, or his grandfather, or his great-grandfather. And few of
them 'have ever.had anything. The United States has everything.
Communism is new, asking to be tried, promising land, food, educa-
tion, a good job—promising a change. It seems awfully inviting,
The bait is tantalizing.: | Thetrap is well concealéd; = - e

Democracy must solve the economio ills of this hemisphere; certainly
communism will not. Communism is working for economic chaos in
the Americas. This means the United Stafes must lead the way.
True, we have asked Germany, France, Italy, and Japan to assist as
the job is too great for us alone. These countries currently seem dis-
posed to respond favorably. This is good. But it does not alter the
fact that the prime responsibility is ours. ,

‘It'is goirig t6 be usor the Russians. It’s just that simple.

PRICE STABILIZATION

The idea of price stabilization for basic commodities of the Ameri-
cas is not new. It certainly isno cure-all. It unquestionably creates
its own problems. Yet; in the opinion of our commission there has
been no foreign assistance yet devised that can accomplish as much as
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1 additional ‘penny from one -American housewife for 1 pound of
coffed. Before you jump to the side of the American housewife and
her budgét you must acknowledge thiat the English housewife will'pay
this penny, top, and the French, and the German, and the Italian.
~ Furtherimore, it is time we Americans acquired a motve realistic com-
prehension of the dangers our Nation faces from the worldwide revolt
of the have-nots. 1We must get across to the American housewife and
het husband tliat' tHeir perinies ean do more for their children’s futire
than all foreign aid possible from Washington. :

A penny ‘or two more for each poiind of coffee, sugar, rice, bananas;
or cocon guaranteed by intérnationdl agreements can build a firm floor
for democracy which presently does not exist in ‘most areas south of
us. . ' s ‘ ‘ : o

Price stabilization provides a t.yga of economic support that is not
encumbiéted iith the adverse Hsy'c ological factors of the “handout”
foreign aid, It pérmits a small country to maintain its legitimate na-
tional pride in dealing with the great powers. ' ’

; INITIAL BENEFITS

Wiil the plantation worker benefit from the American housewife’s
penny? Initially,no. And “initially” is going to be quite a few years,
too .. ' M . X . .

‘Our trouble with the Allianice for Progress has not been its 10 years’
concept but the 30-day miracle: ballyhoo approach of the 30-day
wonder “experts” who were given the task of promoting it. o

The TAAC is'convinéed that the social revolution concept of the
Alliance must first provide the financial oligarchies of Latin America
with a secure base upon .which'they can establish a modern, socially
minded capitalism, abandon their 18th-century concepts of wanting
to control every man, woman, child, and animal, and join with the
workers of their countries to build strong democracies. We must ac-
Imowledge that in each of these countries there are men of wealth who
know this and are working hard to convince their colleagues that the
handwriting is truly on the wall.» Until this minority convinces the
maj;)x]'ity the initial benefit of any price stabilization will be to the
wealthy. ‘ : ‘ < '

AN EXAMINATION OF THE CARIBBEAN AREA

.As our experience and remarks are keyed to the Caribbean area let’s
lsc)‘ok at these countries and their current relationships to the United

tates. . , ‘

Venezuela: This country’s chief “crop” is oil. This, of course,
comes in conflict with our own produétion. But if any people have
earned the support of our country it is the wonderful \})enezuéla‘ns.
They liave rendered iiternational communism its greatest defeat in
the Americas. Under the fighting'leadership ‘of Romulo Betancotirt
they.turned out en masse to vote,.for the first time, for the successor
to an elected president deppit? the threats of the Communist murder
gangs to shoot them down in the streets. ' C
. Colombja: This country’s chief crop-is coffes and, thus, of direct
concern to the problein before you today., -Many dplqmbim;s have
a close affection for the United gtat'es. ‘Colombians generally have &
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better grasp of the true goals of the Alliance for Progress. As indi-
viduals they are struggling hard to improve their country. Their
financial giants seem to better see the “light” of modern capitalism’s
more moderate aims for itself, To favorably stabilize the coffee mar-
ket could literally mean the difference between life or death for these
ﬁnefpeople who are emerging from a tragic history of violent civil
strife.

Panama: Tt is not too popular to defend this little country today.
But her President and most of her people are close friends of the
United States, Her major ‘“crop” is the Canal. Our commission
agrees with the firmness of President Johnson but we point out that
the recent tragic events are a classic example of the dangers of a single
crop economy and well illustrate international communism’s ability
to exploit any breacli between our country and our friends.

Costa -Rica: This jewel of genuine democracy is surely our truest
ally in the Americas. Costa Ricans are the type of friends to whom
you instinctively turn when in need of moral strength. Their major
crop is coffee—over 50 percent of their exports, of their economic life-
blood, is coffee. Crop stabilization will put a firm base to their own
bootstrap efforts to establish the Central American Common Market
in joint action with her neighbors. Costa Rica deserves no less from

us. o
El Salvador: This little country has a long way to go on the road to
economic reform. Unquestionably it will not give in to the 20th cen-
tury very easily. Yet her leadership is seriously trying to better the
country ‘which depends almost 60 peércent on coffee exports. To give
the few persons who dominate the finance of this country the oppor-
tunity to project theiréconomic future with a degree of certainty will
aid those amiongst them who realize that reforms are badly needed.
"~ Honduras: Here the banana is the major export to the United
States, although cotton exceeds this in dollar trade with other coun-
tries. We have our own cotton problems. But the banana offers us
no competition. It could be a means to help this tragically poor
country. . o -

Guatemala: This country also depends almost 60 percent on the
export of coffee for its foreign exchange. The Guatemalans had one
close brush with communism in government and now bend over back-
ward to see it does not happen again. These stolid people have a
high respect for the United: States and deserve our support in this
stabilization effort. . : » , L :

Mexico: One of: the giants of Latin America, Mexico possesses the
strongest economic base of them all. Mexico today stands as'6ne of
the best things that ever has happened.to the United States.. Her com-
plete independence of foreign policy, her economic diversification, her
mastery of her own destiny—a 1 are good for the United States. We
can all hope that the socidl revolutions in other parts of the Americas
will be achieved with far less violence than Mexico’s which began in
1910. But noone could ask for a more successful one. ‘

Mexico well illustrates that we should not seek subservience from
these countries but a responsible independence within a democratic
framework. ’ .

Yes, Mexico’s economy will benefit from this coffee stabilization
measure. The wonderful Mexicans deserve it.
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Dominican Republic: Here sugar is the major crop. The faith in
this island country was shaken in much of \Washington' because of
the overthrow of its first elected government following a_generation
under the Trujillo dictatorship. Despite our high regard for Presi-
dent Juan Bosch as an individual, this commission is convinced that
the Communists within the government were maneuvering to take
%)nlfrol. The overthrow saved the island from becoming a second

uba. 4

The new government needs more than the reluctant relationshi
the United States has with it now, Price stabilization of coffee, whic
is 10 percent of the island’s exports, would provide merited assistance.

Haiti: The economy of these wretched people almost defies solution.
But what little they {twe is based 40 percent in coffee. To have less
means virtual starvation.

CONCLUSIONS

The Inter-American Affairs Commission is cautiously optimistic
about the future of Latin America if the United States will move with
more determination. President Johnson seems to wield a firmer hand.
He has appointed one of the country’s top experts, Mr. Thomas Mann,
as his Assistant Secretary of State for Latin American Affairs. More
important, he has made it. clear to everyone that Mr. Mann is the boss.
This has given renewed pride of job to the career man in the Depart-
ment. of State. Our commission has a wholesome respect for the
career personnel of State.

The severance of foreign aid to those countries trafficking with Cuba
and the spectacular cutting of the Guantinamo'pipéline by ‘our hard-
boiled admiral in command are two little signs that the United States
is beginning to stand its ground.

Our commission advocates a three-point program to help turn the
tide in Latin America: :

First, we must eliminate communism in Cuba.

Second, we must see that the major products of each country have
a reasonable guaranteed price floor for the next 10 years.

Third, we must rework the Alliance for Progress as an instrument
of peaceful social revolution, which was its original concept.

Jo respectfully urge your support of the administration’s recom-
mendationson the International Coffee Agreement.

Thank you.

Senator McCartHy. Thank you, Mr. Pollason.

The committee will meet again at 10 o’clock tomorrow morning.

( BX c)lirection of the chairman. the following is made & part of the
record : :

Allowable October/March
New distribution
Nation quota Walvers
Quotas Walver Total
Brazll. .eeeeieccaineacettcnccnccaranaancnan 18,387,000 |.ccacencnen. 9,193,800 |...cueene... 9, 193, 500
Boreal o STt || Tomee || e g
OTRURAL. «.e e cmeraccnacaecacnnncan cnracen X ,

MEXICO. « ool R YT Erial 47,794
Uganda..ocauececaenecanoecncnceccnncnae 1,028,323 300,000 | 1,040,373 128, 000 i
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The Council rapidly closed the sharp differences of opinion which had char-
jcterized the quota question for, many . months, C,onference:ﬂelegatgs,.were,
for the most part, plea th the decision and confident the agreement had
bassed with flying ‘colors the most rigorous test of its short life.  In rapid
order the image of the Organization in the eyes: of consuming nations. has
been vastly improved and the concept has been reinforced that the coffea agree.
ment is not a tool for unilateral -use by .producers. On the other hand, .some

fears of substantial price depression formerly so ardently advanced by cer-
tain producers appear to have vanished. The coffee market will be domindted
by statistical and weather developments for some time to come. It pow appears
that the elevated quotas may, have little effect for the ‘time being of altering
sparse offerings from Brazil. Wkile reduced crops {8 &' prominent reason, for
small offerings the willingnesd of planters to hold beans a8-a hedge against

[From the Néw.¥ork Times, Feb. 20, 1084}
~ "Corree '

A firm green coffee market here helped lift-futures prices 24 to 44 points in
light trading. Dealers said the outlook for tighter world coffee supplies
because of crop damage in ‘Brazil still outweighted the recent rise¢ in export
quotas of coffee-producing ‘nations. - ‘Volume came to 74-lots of 82,600 .pounds

each on the New Cork Coffee and Sugar Exchange.

[From the Journal of Commerce, Feb. '18,’19641 a '
.- In point of fact, the increase cannot go far in alleviating the current upward
pressure on prices. The latter 1§ the direct result of c¢top 'losses in Brazil,
which have fhspired consumers to stock ‘up in a hurty against the‘ possibility

of an acute shortage next year. Under the Brazillan ‘umbrella, coffees: from
Africa to Indonesia are commanding over 80 percent more than last fall.

[From the Journal of Commerce, Feb. 4, 1064}

°f

o . -Hi6H PRICES . . .
Current high prices sre attributed mafinly to Braziliaxi crop damage from
frost and last summer’s bush fires and drought, and reduced Bragzillan quality
stock. The present working of the quota system, only a month old, is thought
to have contributed little. The London trade belleves high prices will persist
largely on statistical factors, = . o I

[From the Financial Times (London), Feb. 15, 1064] =~ .

Moreover, Brazil, which norinally eXports about 40 percerit of world supplies,
will have the most influence on future trends. Although a :crop of over 19
million bags is expected this season,,the latest’ forecast for 1964-65 s, c_l(i‘ser
to 8 millfon’bags, with no improvement antficipated for the'fol!owing year.

Since Brazil’s quota is 19 million bags, it will have to draw on a stéckpile
of perhaps 22 million bags to maintain exports. However, much of this stock
Is believed to be of doubtful freshness, and many dealers will be reluctant to

buy. Lo .
(Whereupon, at 12:30 p.m., the committee recessed, fo reconvene
at10:30 a.m;, Thursday, February 27, 1964.) .
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THURSDAY, FEBRUARY 27, 1064
o . US. Senars,
-t Comurrreg oN.FINANCE, .
T P - - ... Washington; D.C. .
The committee met, pursuant to recess, at 10:30 a.m., in room 2221,
New.d$e'nat'e Office ‘Building, . Senator - Hairy F. Byrd: ‘(chaitman)
presiamng., - . . - L L ' S
Present : Senators Byrd, Long, Douglas, Gore, Talmddge, Fulbright,
Ribicoff, Wililams, Carlson,and'Bennett. = - .- ...
~ Also present: Elizabeth i}rSp’ringer,-"chief clerk, - ~., o v
' The CrARMAN. The committes will conie to order.  Our first wit-
ness this morning is the Honorable Ester Peterson, Special Assistant
to the President ori Consumer Affairs. "'Will you take your seat, Mrs.
Peterson, and: go forward: with any stdtement you care to make?¥. -

STATEMENT OF MRS. ESTHER PETERSON, SPECIAL ASSISTANT:TO
THE PRESIDENT ON CONSUMER AFFAIRS - ‘- iiri
- Mrs. Pererson. Thank youy Senator Byrd.- - I am honored to come
before you this morning. T feel that I am an expert in one way. - I am
an expert consumer of coffee; and I-think I am an expert bréweriof
coffee. I h‘g);'that I have a chancé -to make.you'argood cup of coffee
sometime. d I think Senator Carlson will agree with me on.this;
the Scindanavians have a great reputation in this'areasi: .. . . !
- Senatoi CARLSON. Mr. Chairman, I don’t know of anyones who makes
more-' coffee and - better coffee than the: Scandanaviah people.:: . s
Murs. Pererson. So I think that I can ‘qualifys: I:think. wé. ought
to have good coffee; we Américans, and I'think we ought to have gbod
coffee at a good: price. No question about that.” But I know that you
have-asked me to testify not on brewing: coffée,:but on the price of
coffee and how the price is affected b‘yth[e Intérnationa) Coffee Agree:
ment. RVERIIPETEY SYTIEITRE T S AL RALENEER LEREE S BOT
- As every Housewife knows; thie price’of coffee has advancéd rathier
sharply in the past few-months: :I:have heard women -wonder:about
this—wonder: oit:1oud . while-stariding at' the':coffeé! counters: in' the
supermarket:. ‘Moreovér, much:of the mail I:reteive as Special ‘As-
sistant to Piesident Johnson for Gonsumer A fiairs, mentions and pro-
tests the rise in food prices; it general-—and: coffee prices;in-particular.
- - The question* before: ué to y i8'to avhat: extent; if lany, the- inter-
nationil coffee agreement has: contributed té the’ rise ‘in coffee prites:
As’a spokesnian for consumers; and as'the President’s adviser on con
sumer issues I am anxious to help ;youin-aliy way'thatI carto reach
a'determination: « irs i ot i qo LALRIALE TN ETRr AT
sl b cmsabowg e o eensee et e saofter i dldwe 18%e ol
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But, I want to make it very clear that I am not an expert in this
field, and have had little time to look into the detailed operations of
the Ifl;ternationnl Coffes Agreement since I received your request to
testify.

I had to fulfill a commitment in Miami yesterday. It was not until
I returned late last night that I began working on my testimony.
Based on the briefing I have had, I have come to the conclusion that
H.R. 8864, the im{;)lementin legislation for the International Coffee
Agreement should eenactetf

believe this for two reasons: I am not convinced that the agree-
ment is responsible for the current rise in coffee prices; and I fear that
termination of the agreement would have an adverse effect on the
zc?ﬁ.omies-of the coffee-producing nations of Latin America and of
rica. : -

_: Coftee prices, however, have gone up, and, frankly, this bothers me.
It would seem to me that such rises would be the result of a shortage
of coffes in the United States. ' Yet, I am told that we have more cof-
fee on hand in the United States right now than at any time since
1945. The original quota set by the International Coffee Council last
year reflected just about the normal anticipated consumption ‘of cof-
fee.. Then, along came the news of a series of natural disasters in
Brazil, and the indication that Brazil’s future harvests would be
adversely affected. Apparently, this caused coffes traders to build
their inventories because of the ];ossibi]ity of future shortages. This
in tuin, resulted‘in the abnormally high stocks we now have on han
in the United States. - = =
* This buying above and beyond normal requirements, it scems to me
resulted in higher prices for green coffee, and, therefore, higher rotail

rices. . i - : . '

P Irealizé that thig has been trigégered by the effects of the natural dis-
a.;s_ters in Brazil, and that this did cause a fear of a shortage of sup-

ies. - ‘

P However, the coffes traders in this country undoubtedly would have
acted on this assumption whether there was an international aguvee-
ment or not. Abandoning our participation in the agreement would
not and could riot change this development.

. The neiv quota established this month by the Internationsdl Coffee
Council increased the voluine of coffes which can be sold by the export-
ing countries during theé current year. If, however, the trade were to
continue to buy up coffee be({on('l current needs, then no quotas--no
matter how large—could be adequate. _
- Frankly, Senators, if that is the situation we'face, then we must
start now to consider ways whereby we can protect the American
consumer from. the conse’(&uences of possible artifi¢ial restraints here
in this country on sales and prices. IX.do not believe, liowever, that our
situation is that seriots&s yet-—not when we have moreé coffee on hand,
as the figures show, than at iny timesince 1945, : C

- I want to make one point very clear: The American consumer wants
and deserves fair prices for!the goods and services he buys. But the
American consumer has-no desire for prices that are so low that they
damago the economiies of other countries. - .. - =

The vast majority of American shoppers are willing:to pay. a price
for coffée which will reflect a fair return to the producers and the
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workers in the coffee trade. This is the purpose of the International
Coffee Agreement, ,

Our Government is convinced that this agreement can work effec-
tively and that we have sufficient powers under the agreement to pro-
tect ourselves and our consumers, ,

Imight add one more very important point: The coffee trade learned
in 1954 that when it participates in, or condones, efforts to gouge the
American consimer, the short-range financial gains are overwhelm-
ingly reversed by strong and effective consumer retaliatory action.
As the result of coffee price inflation 10 years ago, American house-
wives quickly learned how to use less coffce to brew the same number
of cups. The result: A long and dismal price decline. The coffee
trade is well aware of this fact, I am sure, and is concerned about it.

I intend to do a great deal of ta]kinpi)amon' consumers on this job,
and I can assure you that one of the subjects I intend to discuss is the
price of coffee and the avenues open to consumers to combat unjustifi-
ablo increases in the price of coffee. The surge in the use of instant
coffes is o good warning, it seems to me, of how tastes can change when
the consumer finds it economically worthwhile to make a change.

I strongly support the administration’s position in. behalf of H.R.
8864. . I promise that I will kesp n strong and consistent eye on the
fluctuations in coffee prices, and, if at any time I am convinced that
we are poorly served as consumers by our membership in the inter-
national agreement, I will personally bring the matter to the atten-
tion of the President. ‘ _ :

Thank you.

The Crairman. Thank you very much, Mrs. Peterson, .

- Senator Talmadge? . .

Senator TarLatanar., No questions.

The Cramryan. Senator Williams?#

.. Senator WiLr.1ams. None. ,
‘The Cuarratan, Senator Carlson? .

Senator Carrson. Thank you, Mr, Chairman.

. Mrs. Peterson, what is the &‘)osit.ion that you occupy at the present
time in regard to consumer affairs, the Consumer Council? :

_Mrs. Peterson, Iam an adviser appointed by the President as Spe-
cial Assistant to the President for Congumer Affairs and Chairman of
the Advisory Committes on Consumer Interests.

This was sot up by President Johnson. It is a body composed of
representatives of the Federal agencieg concerned with consumer af-
fairs, plus the Consumers Advisory Council which is made up of
private citizens. I.am happy to say that the Consumer’s Advisory
Council is meeting for the first time today. They are in session now,
and I will return to them as soon ns I have concluded here. _

Senator Cartson. This could be a very auspicious beginning: for
your meeting this morning, then... - - . L
. Mrs. Pererson, I think it s, and when I .go back, this is a matter
that I want to bl,'mf,r to their attention. . I donot feel that I can speak
for them beemige I have not’brouﬁl‘lt this matter yet to their attention,
and in all fairness I think that fliey should have chance to consider
the International Coffes. Agreement as theg‘ seo.it, as it affects con-
sumers. And this is something that I intend todo... .. - .- ,
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We have this instrument how in Government,” Wé hiive' an aware-
ness on the Eart of all of you in the Congress of the importanco of
protecting the consumer and, as the President said, “The consumer
now has a voice loud and ¢lear in the halls of Government.” I am vor
pleased with the support that wo have had for this program from both
sides of the aisle—because, after all, you are the real representatives of
the consumer of this count.r{y. You are the elected representatives of
the people. All I can do isto suppléement your work.

‘Senator CarrsonN. Mrs, Poterson, what other agencies of tho Federal
Government are in this organization which you have mentioned, be-
sides the private groups?
~ Mrs. PrrersoN, Theroe are two levels, Senator. First, Assistant
Secretaries—or their equivalent—of the following agencies are mem-
bors: Interior, HEW, Fedoral Trade Commission, Commerce, Council
’r’JIfH]?}ngnomio ‘Advisers, Agricilture, Post Office, Labor, Justice, and
HHTA, ' -

~ In addition, there are other agencies concerned with consumer af-

fairs and each of these agencies has appointed a consumer adviser
representative to work with the Committes. In all, there are 22 agen-
cies coitcorned with' consumer affairs. .

Senator CarrsoN. What aite the functions, really, of your organiza-
tion?t Do you have legal authority? Do you have any punitive

worsf? ' ‘
poMrs. Pererson. We have noné. 'We can influence, and we function
under the authority of the President, asking us to advise him on these
matters. , .

The authority to legislate belongs to Congress; the authority to ad-
ministrate belongs to the axproprmte agencies. e can advise them
in the field of consumer affairs—we are the appraisers, I guess you
could say.

Scnatgr CanrsoN. We had a 50-percent rise in the coffeo price in 12
months, Now, did you mention that to the President, President
Johnson § ' - . .

Mrs. PerersoN. We have mentioned this and this is one of the

uestions he has asked me to bring before the Counéil, which I am
doing today. _ , o

Senator Oarwson. I assume that you will bring it before the Council
today ; but assuming that you do, what can you do about it #

Mrs. PerersoN, I think that there are a number of things that we
can do, Senator Carlson. One, we can certainly bring an awareness
on the part of the public to this. If the public is aware of price rises
in coffee, it will act on its own. Housewives will quickly learn how
to get more culzs from a pound of coffee, or switch to other boverages,
or use different grades of coffee. Tastes change, Senator, sometimes
under pressure, '

Then, we can use the services of the experts in the agencies, and
also from the citizens on the Citizen’s Advisory Council. These are
some of the best economists in our country, they arg experts whom we
oan ask—what the Government should do to combat unjustifiable
price increases. o

“We can look and see what is going on, and what authority there is
to protect the interests of the consumers, ‘
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Wo-do hiwve -authority for many products. .But I do not feel that
I have the knowledge yet, Sehator, to say, exactly what wo should 'do
about those consumer commodities or products that are not regulated.

Senator Carison. Do you think, when you go down to your Con-
sumers Council this morning, that you will'be well received when
you tell them that the Congress is about to give the control of the
sales, processing, and distribution of production of coffee to a board?

Mrs, PerersoN, To what?t

Senator CarrsoN. To a board,

Mrs. Pererson. Oh, a board. )

Senator CarLsoN., A board of 14 members, on which the United
States has 1 representative, ,

Mus. Pererson. Senator, as I read this bill, the United States has
o ropresentative who has great power, who will have legal power——

Sonator Cartson. Did you say equal power? .

Mrs. PrrersoN. Legal Power. And although I am not an expert on
this, I have read this bill, I read it last nifht carofully, and it seems
;o me that in this bill thore is already built into it many safeguards

or us. g

Look at this paruqraph here, just the part about keoping records.
Wae will have the ability to look into things and see the reports relat-
ing to imports, distribution, prices, everything about coffee, from time
to time, you see. We are not blindly saying to the consumers that we
are going to hand this over. We are going to retain our control, and
at the same time we feel we will be having the opportunity of hel’pmg
to try to stabilizo the economies of the coffee-producing countries.

Yesterday I appeared before the coat and suit industry in Atlanta.
I come from the garment industry. I remember the days of the sea-
sonal fluctuation In that industry—an up-and-down, boom-and-bust
sitnation, Both the workers and manufacturers suffered. My ex-
porience in that industry indicates thut when industries get together,
with their workers, then boom and-bust canbe eliminated and stabiliza-
tion achieved. Although I am not an expert in this, it looks to me like
the :ami? principle should apply to the nations which import and ex-
port coffee. . :

I do not feel, Senator, that we are giving anything away. I think
that we have aéoqunte control, and I can assure you that I would no-
tify the President immediately—“loud and clear”—if I thought the
consumer’s position were in any way compromised by this agreement.
. Sonator CanrsoN. In other words, you don’t think, and I am read-
ing your statement here, that a 50-percent increase in the price ot coffee
is of concern—— - '

Mrs. Pererson. Foxcuse me. Of course it is of concern. It is of tre-
mendous concorn. I am not sure about the figures on this, but X know
myself in buginﬁncoffee that it has gone up. I know what I paid last
Saturday and I know what I paid before, and I am aware that there
has been an increase in the price of coffee, So, thisis—

. Senator CantsoN. Well, for the record, let us {;et the coffee prices
in the record. X do not happen to have the Wall Street Journal for
today, but I would say it was 88.2 or 88.8 a year ago, and it is 49 some-
thing as of yesterday— - .-

s, PerersoN. Well, you are talking about green beans—-I am
talking about what I buy over the counter. I don't know what they
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pay for beans in the bags, but I know what I paid Saturday.
I know that I paid $1.99 for a 3-pound bag of coffee. We use a lot of
coffee, and I buy it in 8-pound lots.

- I have noticed over tlie last year, I think, about an 8-cent difference,
and I also know that if I buy in bigger quantities, I get a better buy
than if I buy by the pound.

But what I am getting to is this: I cannot see that this agreement is
the cause of this price increase. That is what I am trying to say. I
think that we have to separate these things. I don’t think that you can
say that the cause and effect is as clear as that.

Senator CarLsoN. You do hot believe the fact that where the board
controls the movement of all coffee puts us in a position where we can-
no&g\) out in the open market and buy coffee——

rs. PerersoN. We are a participator in this, and we have the right
to say, we have the right to disagree, we have the right to bring this
before them.

Senator Carrson. But do you realize that in December we tried to
raise the quota in this board and the board in T.ondon refused to in-
crease the quota?

Mrs. PerersoN. I also know, Senator, that more recently the quota
was increased at our request—last November, I believe it was. ‘

Senator Carcson. Well, I don’t want to get you into soinéthing that
you have not studied either. But it happens to be that T have read the
agreement. But you found a statement in this agreement that states—
you sald that you read it—that the purpose of the agreement is to in-
crease the price of coffee, is that right ¢

Mrs. PerersoN. Let me read from this—if you look at the prices
of coffee from BLS index, then the coffee prices have not gone up pro-
portionate to some of the other items.

Now, they are high. Yes, they are high, and I don’t want you to get
me wrong. I think they are too high. I am buying coffes and I know
that the prices are too high. But I am not going on to say that the
cause and effect is—that the agreement has caused the price rise.

Senator CarLsoN. You are concerned, of course, about the consumer
prices. How much would consumer prices have to go up to completel
wipe out the effect of the tax bill that the President has just signed,
how many percent? ,

Mrs. PerersoN. I am not a mathematician, I don’t know. But
again, I think that it is extremely important that we attempt to find
the answer to your question. Business has a tremendous responsibility,
not to use natural disasters wherever they may occur as: a way oi
moving prices up—if this happens, then I think we have o raise our
voice.

Senator CarLsoN. How much have consumer prices gone up—1959,
1960, 1061, 1962, 1963 ¢ | |

Mrs. PetersoN. They have gone up. I don’t have those statistics.
But if you want me to get them, I will supply them for you.

Senator CarrsoN. Now, you are the head of this group—— .
* Mrs, PerersoN. Well, Senator, do you know how long I have been
with this? I have been on this for a matter of about 2 weeks and
therefore I am not—I feel very definitely that I have to get my home-

work done, and I intend to'do it. -
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. Senator CarrsoN. I know you are going to do it because we Scan-
dinavians do that.

Mrs. Pererson. That is right, Senator, and you also know that we
Scandinavians don’t want to get into something where we don’t know
what we are talking about.

Senator CarLsoN. That is right. ,

Mrs. PeTersoN. And you also know that we believe in standing firm-
ly on principles that we believe in. . :

Senator CarLsoN. And I have no doubt about that,and I agree. But
I am concerned about your position, because I gather from your testi-
mony here today you are not going to be too concerned about whether.
these prices go up. '

Mrs. PetersoN. I don’t see how you can come to that conclusion..
I say it quite firmly, I have said it, and I will state it again, that the
watching of the prices on these articles is a major concern. And I
do have the ear of the President.

And, also, Senator, do not forget I can come before you, I hope I
can come here before you, if we %eel that this is causing any damage-
to the Americarn consumer. ,

Senator CarLson. If I state that we had testimony in the Finarnce
Committee that a 2-percent increase across the board in consumer prices.
wonllld}wi]?)e out the effects of the tax bill that we passed—do you agree
with that? T . :

Mrs. Pererson. ‘Well, I would have to look at it, bécause you said
“if,” and that is a pretty big “if.” s ‘ :

Senator CarrsoN. Well, we had testimony that there is great dan.,
ger. Now, we are talking about coffee this morning. Areyou familiar
with otl;er price increases? What would you say if shoes went up 40
percent ‘ T : o

Mrs. PerersoN. Iwould protest it loudly and vigorously.

Senator Carrson. All right,and ; ou have that opportunity.

Mrs. PerersoN. I hopethat I can raise my voice on that.

Senator Carison. Idon’t know ifyouare familiar withit. - Wehave
been following prices a little bit up here. Now, this is-in the Wall
Street Journal of February 25, 1964, and that is not very long ago——

Mrs. PerersoN. I know:theé Wall Street Joutnal and T read it daily.

Senator Carison. I am sure you do.. And here is an interesting
thing, if I may readit toyou; because I am concerned about your posi-
tion. I am fearful that you are not greatly concerned about this. I
am speaking now from the Wall Street Journal. oo

International 8hoe Co. may increase wholesalé prices on fall shoe ilnes, Maurice
R. Chambers, president, told the annual meeting in 8t. Louis.

The executive said increased wage costs and g switch to more gxpensive shoe
materlals are prompting the price rise. In additlon, he sald, the comvany be-

lleves there is a need to give “the retallers a little bigger markup,” Retailers
can usunlly increase their profit margin with each:increase in the wholesale

base price. .
In other words, a shoe currently wholesaling for 8 will -retail for §5, a 40-

percent markup. When the wholesale price is raised to £3.35, the retail price be-
comes $5.95, a 44-percent markup. , ' .
My only concern, Mrs. Peterson, that those of us who have been
working on this committee on this tax bill are concerned about.the
economy, and we are fearful, and I say that with the greatest respect
for you, that you, as you state in your statement this very morning, that

20-282—04——11
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you don’t believe the situation is serious with respsct to coffee. Now,
wh(i\t will you say with shoes, what would you say about furniture,
ang-—e— : . T ‘ .

Mrs, PeTersoN. Senator, I recognize, and I want you to know that
I appreciate it, and I want you to know that my concern is equal to
yours, too, and I am sure you understand that. Now, I am not saying,
and I have not said, that I think the prices are not out of line. The
opposite is true. I have, however, stated that I am not convinced that

e rise in coffee prices is because of the international agreement. I
think this is where we have to separate this. And, when you talk about
shoes, you have to look at the facts about that and see what goes into it.
These are terribly complicated questions. I need not say that to you,
and I cannot make any categorical statement, but I do say to you very
strongly, though, that these are the very issues that the President has
asked that X look at.

Now, all I can do is give xou my most sincere assurance that these
things will be watched-~and I think there is a responsibility on the
part ‘'of business, there is a responsibility on the part of Government,
and on the part of private citizens too, to raise their voices. -

Senator CarrsoN: Do you think that Congress should give you some
authority to deal with this problem? - : - = . '

“Mbrs: o If;it is'necessary—again, I am not quite ready: to
speak about this, but I would hope that this would be done voluntarily,
i ible. - I doh’t believe that we neéd to have laws for everything,
and I am hoping we can get a fine degree of cooperation and support
on these questions.r But I:think thdt1f we ¢annot, and if our Amer-
ican'consumer i€ not being treated tighly, then I'hope I can come be-
foreyou and ask'forauthority. - - - N e

Senator CarLson. Thank you, Mr. Chairman, I believe that is all
the questionsIhave,. . '~ - "t S S

The Cratrsran.- Senator Goref

SenatorGore. ' No, -+« ~ -« - 1.

“The CHamMAN. Senator Talmadge? =
-Seénator TALMADGE. - No questions: .
The CHAIRMAN. Senator Fuilbrightt .~ -+ = -

. Senator FuLsrigHT.  Thank you, Mr. Chairman,

Mrs. Peterson, I am sorry I was not here when you made your orig-
inal statement. But you did:not stress the point that I think is very
important; that the fact that prices have gone up has not been due
to this agreement, and, in faot; the ngreement is not finally in effect
and will not be effective until we pass this enabling legislation. -

Mrs. Pererson. Exaotly, Senator, and this is a point that I had
hoped to make clear in'my testimony.,

enator FyLoRront. Xn‘d

V d the situation is boecause of coincidence,
of the speculation arising out of the disastrous physical difficulties
that have aflicted the Brazilian coffee industry., They had a severe
drought, they had fires, they had freezes, and: fn'-oduction' has gone
down from'about 45 million bags to:about 19 million bags since 1960.
Mrs. PeTERsON. Senator, that i3 the evidence that I heard..
- Senator FurnrioHT. And speculation ‘alivays-follows a drought or
a crop disaster in an’r'commd ity—that is wsual, is it not ? '
" Mrs. Pererson. -'Th R

hut sy view,
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Senator Forsrionr,. Now we have the sugar agreement. Never-
theless, the price of sugar went up, not becauss of the agreement, and
it is far beyond whatéver the agreement would have provided for. It
has gone up from about 214 or 8 cents to 10 cents in the last 18 months.
Short crops in' Europe and Cuba has caused these extreme fluctuations.

The pomt was made a moment ago, I believe, that the Council re-
fused to raise the quota in December, but they raised it only a couple
of weeks ngo——

Mrs. PeTersoN. Ibelieve I remember that. :

Senator Furnriant. I beliove it ran to about 214 million bags. - So,
thg are not trying to be arbitrary about it. v “

ow, I believe that you have already stated that the objective is not
just to keep putting the price up, but to bring some stability into the
cconomies of these countries—— S >

Mus, PereRrsoN. Exactly. ' C o :

Senator FuLsriont. And in some degree to put a stop to thede éx-
tremely fluctuating prices which have caused undue disrvption of the
economies of & great many countries. - Ce

And T believe that even after taking into corisideration -the -fact
that prices réached nearly 80 cents 4 pgpn_‘d in 1954 and ‘dggpp_ed' to 83
cents last year, you will probably find out that it worked.qut to an;
average with much less disruption to orderly husiness and some degree
of stabllity—which, of course, is the purpose of this, is it not?

Mrs, Pererson. Exactly, you'hiave said it more clearly than I, Sena-
tor, and I'thank youforclarlfyin%:hisforme. IO SRR A R LY
+ Senator Furerrairr. I do fiot believe I care to ask any more’ ques-
txons,Mr.ChaimmIi:,_,. ot g ke Cr e

The CrialrMaN. Thank'you very much. T

Mrs. PetersoN.” Thank you very much; Senator Byrd: L

The Cnamatan. Senator Douglas -has just come in, * Did you hxve
any questions? T S U

. 2 v

enator Douaras. No. ‘ o T [ h

(The following statement by the Consumers Advisory Council on

the International Coffee Agieement twith accompanying list of niem-

bers, was subsequently submitted by Mrs. Peterson for inclusitii in
the record.). ‘ ' 5T

STATEMENT BY THE CONSUMERS ADVISORY .COUNOIL ON THE INTERNATIONAL .
COFFEE AGRREMENT . = . . - e

The CAC emphasized the continulng need to bring the ¢consumer interest: effée-
tively to bear in the development of American policy with respect to any inter-
natignal commodity arrangements. .., . L

With respect to H.R. 8864, to implement the Intérnational Coftéd Agréement
already signed and ratified by the Presldent and the Senaté, the' CAC has/taken
special notice of the consumer safeguards provided In the blll, particularly
in provision. 8 which:authorizes the Presjdent “Td require. thp'rkeeplngs.of such}
records, statlstics, and other information and the.r pde;m of such reports
relating to the fmportation,’ distribution, prices, ‘dnd ‘tonsu ton' of Coffee as
he may from time tg tlmq prescribe.” ‘These data will bo available to the Presi-
dent's Special Assistant:on Consumer ‘Affaira’ through her to OAU: Which' is
ch&rlged to "adv‘ése ‘the ;Govéx;m::e.n't. on issues of broad-economic:polley of im-.
mediate congern to consumers ¢/ * ¢ R R TS T TP o

The safeguards provldeg ?n TR, 8864 aré'ddaitional to thoso Inciuded i/ tﬁé
agreement {tself, unjque of thelr kind and désigned to force dut supplles which:
miy ‘be {inproperly tithheld in proddcer countries. - Together these safeguards-
will make: it possible -to discover ‘abuses of this international effort: to bring.

IR
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reasonable stabllity juto the coffee situation, particularly abuses by speenlative
interests abrond and in the United. States; to the detriment of the Amerlcan
consumer.: These safeguards should be kept in a highly visible status.

.\h:.\im:ns OF THE PRESIDENT'S COMMITTEE ON CONSUMER INTERESTS

GOVERNMENT

Mr. John A, Carver, Jr., }.sslstant Secretary of Interlor, Department of Interlor,

Washington, D.C. .
Mr. Wilbur J. Cohen, Assistant Secretary for Legislation, Department of Health,

Education, and Welfare, Washington, D.C.
Mr. Paul Rand Dixon, Chairman, Federal Trade Commission, Washington, D.C.

Dr. Richard H. Holton, Assistant Secretary for Economic Affairs, Department

of Commerce, Washngton, D.C.
Mr, John P. Lewis, Member, Council of Economic Advisers, Executive Office

Bullding, Washington, D.C.
Mr. George Mehren, Assistant Secretary of Agriculiure, Department of Agri-

culture, Washington, D.C. .
Mr. Henry Montague, Chief Postal Inspector, Post Office Department, Wash-

fugton, D.C.
Mr. Daniel Patrick Moynihan, Assistant Secretary. of I.abor, Department of

' Labor,"Washington, D.C. _ - ‘
Mr. William H. Orrick, Jr.,, Assistant Attorney.General of the Antitrust Divi-

slon, Départment of Justice, Washington, D.C. _ ‘
Mr. Morfon'J. Schussheim, Assistant Administrator for Program Policy, Housing

and Home Fhiance Agency, Washington, D.C.
: CL . NONGOVERNMENT .
‘Mrs. John G. Tee, chalrman, Consumer Advisory Councll, Farmington, Conn,

Dr, Helen G, Canoyer, dean, New York State College of Home Economics, Cornell

University, Ithaca, N.Y. i
Mr. Davi@ W, Angevine, public relations director, Cooperative ILeague of the

U.8.A., Washington, D.C. B )
Dr. Persia Campbell,” professor -and chairman, economics’ department, Queéns

.. Oo)jege of City University, Flushing, N.Y, . -
My, Stephen M. Du Brul, Jr., partiier, iohmsm Bros., New York, N.Y.

Dr. Edwarad 8. Iewls, executive director, Urban League of Greater New York,
New York, N.Y. . :
Hon, Walter 'F. Mondale, attorney general, State of ‘Minnesota, St. Paul, Minn,
Dr. Richard I. D.- Morse, professor.and-head, department of family economics,

Kangns State Univergity, Manhattan, Kaps.. _
Mrs, Helen E. Nelson, California consumer counsel, Governor's Office, Sacra-

mento, Calif.
Dr. Caroline Ware, consultant, Vienna, Va.
Dr. Colston B, Warne, president, Consumers Union ‘of'M.8., Ine., professor of

economics, Amherst College, Amherst, Mass.
_The Camman. Our next witness is John F, McKiernan of the Na-
tional Coffee’Associdtion of the Uiited Stites of America, '
Would.-you come up, please, Mr. McKiernan; and make any state-
ment you care to make? - . . .

STATEMENT OF JOHN F. MoKIERNAN, PRESIDENT, NATIONAL
COFFEE ASSOCTATION OF THE UNITED STATES OF AMERICA

-Mr. McIK1ErNAN. Gentlemen, my name is John McKiernan, and 1
am president of the National Coffee Associatiori ‘of the United States
of America which maintains offices in Now York City, I would like to
expross to this comniittes the apprecintion of myself, my fellow offi-
cers, and the association’s board of -directors for-this opportunity to-
record the National Coffée Association’s views on the enactment -of-

H.R. 8864.
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Mr. Chairman,.I vegret that the gentlemen who were with me the
last 2 days were unab%e to, be with me today,  One ofthem.is M.
George McEvoy, who is the chairman of the National Co.ﬁ‘ee Associn-
tion, and the other is Mr. Charles W. Duncan, Jr., our vice chairman
of the National Coffee Association. These {wo gentlemen had accom-
panied me at the specific request of the association’s advisory
committee. : , , o
The National Coffee Association-is.a nonprofit trade association
whose prineipal constituents are companies engaged in the importing,
roasting, and distributing of coffee. 'The nssociation is riow in its 53d
year:of service to the U.S. coffee industry, Our.members represent
about 85 percent of the total tonnage of coffee consumed in this coun-
try. In 1963, that total figure was nearly 24 million bags valued at
npi)roximntelym billion. . o S
"he objectives and purpose of the association are set forth in its
constitution and bylaws, a copy of which I will submit as an appendix
to my statement; , o C
(The constitution and bylaws and membersh;f) directory of the
Nationa] Coffes Association submitted by Mr. McKiernan were made
a part of the official committee files,) :

The.National Coffee Association is on record as supporting the In-
ternational Coffes Agreement. Last March 12, when I gepx‘psentec?
the National Coffee Association in testimony before the Senate Foreign
Relations Committee—which was then holding hearings on the agree-
ment—I recommended that the committee refer the document favor-
ably to the Senate for its advice and conseiit to ratification by the
President. At that time, I said that the association took this position
because we felt that the ngreement, if meticulously administered and re-
ligiously honored by all.members, would be of invaluable assistance in
stabilizing the economies of the coffee-producing nations of Latin
America, Africa,and Asin, , 0oL T

Gentlemen, the National Coffes Association still believes that the
coffes agreement, properly and fairly administered, can serve a useful
purpose for consuming as well as producing members by bringing
stability to the world coffee market, It can accomplish this by pre-
venting drastic¢ price fluctuations which are generally attributable to
cycles of biimper crops and short crops.. For example, while there is
an anticipated shortage of good :'(’;]iia]ity Brazil coffees today, it is
within the realm of possibility that there will'be another world surplus.
.. We have already expressed our position with respect to,the Interna-
tional Coffee Agreement itself. . Our position is based upon sound and
strong convictions and, we have not altered jt during the months that
have followed activation of the pact last October,., But the continued
particlgitidn' of the United States in the agreement cannot be assured
unless H.R, 8864 isenacted. 'We are here today, therefore, respectfully
to submit the recommendation that this committee refor it favorably
to the Senate at large for passage and enadtment. .

At this time, I would like to emphasize for thg record: that the Na-
tional Coffes Association is opposed.to inordinate increases in green
coffee prices. In the daily conduct of its business, the lation
operates to protect the interests of the U.S; coffee trade. Since the
trade’s interests depend directly upon th'e'ght‘erests of the consumers
whom it serves, we are vitally concerned with their welfgre.  Our in-

'
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. dustry has experienced a bitter lesson ‘on how consumers react to
‘ancontrolled coffes ‘prices. - When retail prices reached théir:all-time
‘peak,-in 1954, U.S, imports of green coffes plummeted by 4 million
" a‘gs—sor by nearly 19 percent, ' - - |
" Our position, as I-have said; is a matter of record—including the
Congressional’héc’ord. On October 3, 1962, Assistant Secretary of
State Frederick Dutton wrote a letter to Congresswoman Leonor Sulli-
‘van which included the following statement: - o
' The advisory committee appointed by the Natlonal Coffee Assoclation to work
with the State’ Department during the négotiations for the coffee agreement has,
of course, always maintalned that the U.8. consumer must be protected in any
coffee agreement. < - . . : ‘

" There is a very specific reason why tlie National Coffes Association
wishes to see HL.R. 8864 enacted. The reason is that the Unitéd States
must have this enabling legislation'in order to fulfill its obligations
as & ‘member of the International Coffec Agreement. And the reasons
why we are convinced that the United States should continue as a
meémber'of the pactdre (1) to assire adequate supplies of coffes; (2) to
b in a -‘position to'monitér export quotas which can affect prices; and
(3) to F’reve_nt inequitable practices in the' world coffee trade. By
“accomplishing'these objectives and ‘t}mrelg bringing greater stabilit
to the ¢coffée mirket, the interests of thé U.S. consumers—the world’s
largest coffee markét—will beprotected. - . | e
“"Ag everyone knoyvs, the price of green coffee has experienced an in-
‘oreass over thé past ‘i months, It might be asked with justification,
‘thbrefo;-‘e,'l;z?hethei' this pricé movemsént has changéd’ the association’s
‘opinion ibout ths vsefilness of the coffee agreement in protecting con-
sumers'interests, - . C U
‘" On last November 11, about 6 weeks after'green coffee prices had
‘begun their igiwai‘d‘m’ovemeﬁt,' ‘the executive bpard of the Interna-
tional Coffee Organization convened in London, - On' November 12, as
‘president of the Nationial Coffee Assdciation, I issued a préss state-
ment from London to reaffirm that the association’s principal concern
‘with respect to the-coffee ‘a'gmemen,t was that the U.S. consumers be
protected against unjustifiably high prices. ' Both before and during
the November session of the Interhational ‘Coffee’ Organization the
indisstry advisers'to the .S, delegation vei37 strongly recorimended
that export quotas be increased. 'This was done bécause we knew. at
the time that there had been al drastic change in the statistical posi-
tion ¢f coffes which tyas caused principally by ‘dréught, frost, and fire
damags to érops in Brazil, the major producing country. "
“(Mrs McKiernan sibsequent]y submitted for' the record various
copies of newspaper;, miagazine, and’ trade publication artitles about
frost, drought, gnd fire' damage to the 1964-65 Brazilian crop.. How-
éver, these articlés’ were not réceived at the time the hearings were
pritited. They sre miade a part of the committes files.)~ .

As this damage by natutal aiid accidentd] disasters was confirmed
the ineyitable and pétiéétly*ﬁbmialfresult‘waé’that. Jmporters anc
Toasters the world over bought taw coffée on'a protective basis, 'This
activity in the market,'of course, was a ¢ontribiting factor to the iove-
ment' which siw piices in' November rise'from a 14-year Jow to the
highest singa 1958, . "7 T e e T TR T

""A ‘reSoltition to énldrge 'exg;i‘{: ‘qudtas was adépted by the Exesuitive
Board of the International Coffee Organization at its November ses-

‘\



COFFEB 163

sion. But that resolution was defeated by the International Coffee
Council which is the only bedy authorized to adjust quotcs, A two-
thirds distributed majority was required for tixis resolution to be
adopted—that is two-thirds of the consuming members’ votes and two-
thirds of the producing members’ votes, - While the consuming natinns
voted unanimously in favor of the quota enlargements, the'producin
members cast only. 623 votes in favor—or 25 .votes short of the 645
votes required for a majority. : ,
On January 10 of this year, the National Coffes Association issued
another press release in which we said that wo had proposed to the
U.S. Government that it take swift action to obtain substantial in-
creases 1n export quotas. = : \ :
The Executive Board of the Internatiohal ‘Coffee Organization
convened again on January 27. On Saturday, February 1, and at the
instigation of the U.S. delegation, the Board agreed to convene a spe-
cial emergency session of the Council on February 10—which was
barely 9 days’ notice. And on February 12, an agreement was reached
to make available approximately 2,300,000 more bags of coffee to the
world market. T C
The accelerated action, convoking as it did delegates from nearly 50
member nations from &ll over the world, provided solid evidence that
the coffes agreement can be useful to consuming nations during a pe-
riod of price firmness. Even with a tight statistical situation, consum-
ing nations can still seek remedial action under the provisions of the
pact. I submit; gentlemen, that in & period when; for example, prices
might be rising on the'world market due to crop shortages in' certain
countries, it is better to have an'international coffee agreement tlan
not' to have one. With an agreement, we have & common meeting
ground and a formal instrument for tfle=negotiation ‘of measures to
alleviate the upward pressure on prices. This is a part of the proper
functioning of an international’ commodity: agreement. "Without an
ag{eenignt,‘l we have no recourse to relief nor any protection dgainst a
P In c(?nclusion,‘ gentlemen, I would like to make one final point clear.
‘While the National Coffee Association would like to see the économies
of the produci(t;f countries develop at a faster pace; while we feel that
they are entitled to receive a fair return for their coffee; and while we
wish them Godspeed in their quest for a better standard of living—
our own responsibility begin:heré at home—to the coffee trade.and
coffes consumers of the United States.: - - . - .7 %
‘And we are convinced, gentlemen, that the enactment of H.R. 8864,
which will enable the United States to fulfill its obligations as'a mem-
ber of the international coffee agreement, will also make itipossible
for ug, the U.S. ¢offes industry; more efficiently to fulfill our responsi-
bilities and our obligations to the U.S. consumers, If the agreement is
not effective, we will most certainly be the first to take action urgin
r}.;ﬁ%i]oéls to protect the best/interests of the U.S: coffes consumers an
the U.S. trade. D
I thank you sincerely for your qo’urtes&in gex‘mitting me to testify
at-this hoaring for ﬁu;ﬁat enco ifi hearing this statement. '
The CaAmMaN. Thank you verymuchiMr. M¢Kiernan. ' You said
on page 2 of dyour statement that one of the purposes of the statute is to
assure an adequatd supply of coffee. - How can’you tell that being a
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member of the international coffee ngreement program would guai-
antee such assurancef -

Mr. MécKiernan. Mr. Chairman, we, through our voting position—
and assuming there was coffee in the world available, we can and te
have, as was indicated in the last month, increase quotas and put more
coffee on the market, and make it available for the consuming nations.

The Cuarmryan, Now Brazil, at different times, has had shortages
of coffee; hasit not? ,

Mr. MoK1eRNAN. Yes,

The CramryMan. What machinery have you got—supposing Brazil
wers to say, “We aré going to furnish a quota of so much every year.”
What machinery have you got to compel the Brazilians to do that?

Mr. MoKierNaN. Well, may I enlarge on that « little bit, sir?

The CHAmMAN. Yes.

Mr. McKierNAN. One, the nations usually fight very vigorously to
increase their quotas. Two, if a nation {)revents, forbids, or resists
the export of coffee that they have agreed to supply, we have a pro-
vision enabling us to go back and demand release of these coffees or
allocate it elsewhere. They are obliged to release the cotiee, so much
per quarter. It isbroken down.

But they agree to release this coffee. Now, if they do not, or if
they cannot, then the Council has the right to allocate this coflee else-
where, and so we can come back, as we did last month, and ask for
more coffee, or reallocatd their quota.

The Cuammman. You have no real enforcement power to compel a
member of the pact to ship the quota that they have had assesse(\?

Mr. McKierxan. No, sir. But; Senator Byrd, we can turn that
coffes over to another nation to supply, or another group of nations.

The Crairaan. Thank you.

Senator Douglas?

Senator Douaras. Thank you, Mr. Chairman.

Mr. McKiernan, I was much interested in your statement that the
Executive Board of the International Coffec Organization recom-
mended an increase in the quotas, last November. I wonder if you
could tell us what the percentage increase was that the Board
recommended ?

Mr. McKiernan, It was, sir, slightly over 1 million bags; in round
numbers it was 1 million.

Senator Dovaras. And that was 20 percent ?

Mr. McKiervan. Approximately, yes. |

Senator Douvaras. And you say that that was defeated in the Coffee
Council ¢

Mr. McIKierNaN. Yes, sir.

Senator Dovrarass. And you said that all of the consuming nations
voted for it?

Mr. McKiernan. Yes, sir.

Senator Dovaras. But only 623 votes were cast for it amongst the
producing nations.

Mr. McKiernaN. Yes.

Senator Dovaris. And you say that that was not a majority. Now,
how many votes do the producing nations cast ?

Mur. McKiernan. The producers have 1,000 votes.

Senator Dovteras. - So, it was not two-thirds, then ?
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My, McKiernvan. Yes,sir; but there were some absent, ,

Senator Dovaras. In other words, the two-thirds, as you stated in
that sentence, a two-thirds vote of both the consumers and producers is
required to increase the quota ?

Mr. McKiernaN. No, sir,

Mr. Doucras. Well

Mr. McKiernan. Two-thirds of each group.

Senator Doueras. Yes; exactly, two-thirds of the producers—

Mr. McKiernaN. Yes, and——

Senator Douveras. Not two-thirds of the group combined ?

Mr. McKiernan. No, sir. I

Senator Doucras. But two-thirds of each group?

Myr. McKiervan. Yes,sir.

Senator Doucras. Of each panel?

Mr. McKiernan. Yes, sir.

Senator Dovaras. And this proposal to increase the quota by 1 mil-
lion bags was defeated because the producing nations did not cast the
t\\'O-{]?lil‘dS vote necessary. I wonder if you could tell us how Brazil
voted ? :

Mvr. McKiervan, Brazil voted for the increase in quotas.

Senator Doucras. For the increase?

Mr. McKrernaN, Yes, sir,

Senator Doueras, How did Colombia vote?

Mr. McKiernan. Colombia voted against the increase.

Senator Dovaras. How did Costa Rica vote?

Mr. McKiernaN. I believe Costa Rica voted against.

Senator Douaras. How did Guatemala vote?

Mr. McKIErNAN. inst,

Senator Douveras., How did El Salvador vote?

Mr. McKiErNnaN, Against.

Senator Dovoras. How did Honduras vote

Mr. McKiernaN. Against.

Senator Doucras. How did Mexico vote?

My, McKiernan. For.

Senator Doucras, The Central American countries, the northern
South American countries and Central American voted against?

My, McK1ernaN. Yes,sir. Except Mexico.

Senator Doucras. Now, you say that in February they reversed
themselves and proposed an increase of 2,300,000 bags?

Mr. McKierNAN. Yes, sir.

Senator Doueras. A greater increase than that which they had re-
jected in November. Iow do you account for this change of heart?

Mr. McKrervaw., Well, it was very self-evident to all concerned
that there is trouble in Brazil

Senator Doucras. What?

Mr. McKiernvaN. That there is crop trouble in Brazil. I mean,
there were crop problems in Brazil and it was very self-evident, many
of us, most; of us, were aware of it in November, and there was some
concern on the part of some of the nations, but in February all nations
were cognizant of it and within 3 days after the convening of the
Council with the immembers coming in from all over the world, it was
reviewed and—
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_ Senator Dovaras, Now, I am going to ask you a very intimate ques-
tion. Is it possible that the fact that this agreement had not yet been
approved by the Senate and might face opposition in this committes
and face oPposxtion on the floor, that induced the two-thirds vote lest
the refusal to increase the quotas might make certain Senators less
enthusiastic in support of the agreement ¢

Mr, McKiernaN. No, sir; I donot.

Senator Douaras.: 'You don’t think that?

Mr, MoK1ernaAN. I can assure you that——

Senator ‘Doveras. T am sure that did not enter into the official
record, but was it mentioned in the lobby?

Mr. MoKiernan. Tt certainly was, :

Senator Douoras. It was mentioned in the lobby ¢

Mr. McKiernaN. Yes, indeed. ‘ :

Senator Douoras. And therefore was that not an intangible in-
ference lhging‘up’on the decision { ‘

S} Mr. Mo vaN. Well; the same situation prevailed in November,
enafor. S o

Senator Dovaras. Yes; but the opposition of the Senators was not
as evident then. o ‘ _

Mr. McKiernaN. Well, I wouldn’t know that, whether it was or
not in November or in Fehruary, for that matter, but——

Senator Doucras. In February it was evident and had an influence
upon the decision to increase the quotas®

Mr. MoKiernan. I would be inclined to think that it was.

Senator Douaras. That is a very honest answer and I want to con-
gratulate you, Mr, McKiernan, for that reply. It is a type of frank-
ness which we do not often receive from advocates of measures that
come before us, and I wint to compliment you sincerely on that.

Mr. MoKiernaN. Thank you, Senator.

Senator Douvaras. Now, to increase the quota in the future, you
would have to try to get a two-thirds vote of the producing nations—
that would be necessary, would it not? ‘

Mr. McKiernaN, Yes. However—-—
 Senator Douaras.' If I may; let us confine ourselves to yes or no
answers for the time being. In ofidet to increase quotas in the futare,
it will be necessary to get two-thirds, a two-thirds vote of the produc-

nations; will it not
r. McKrernaN., And the c’onsumin% nations.

Senator Douaras. And once this implementing le{slation has been
approved by Congress and signed by the President, they will not have
the Senate to fear; isn’t that true?

- Mr. McKiernaN. No, it is not, Senator; and—

Senator Doucras. That fear will be removed ¢

Mr. McKiernaN. No, sir; that is not true. = -

Senator Douaras. Well, it will have passed out of our hands.

Mr. McKrerNaN. Senator Douﬁlas, you are overlooking the fact
that the President must réport back to you in 18 months.

Senator Doucras. Ohf _

- Mr. McKmErNaN. And these gentlemen who aré members of this
agreement are well aware of that.

Senator Dovaras. Well, they know that we have many things on
our minds, and our attention necessarily is intermittent and sporadic
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and we cannot be expected to scrutinize this matter constantly, and
apprehensions which are intense at one moment can be lulled to sleep
under the narcotizing influence of the State Department and the
Latin American lobby. -[Laughter.] Isn’t that truef '

I mean once this implementing agreement has been approved, then
it will require a two-thirds vote of both producing and consuming na-
tions to increase the quotas in the fiture. Now, tlie demand for coffee
inocreases. Wae had an estimate yesterday from Mr; Jacobson that it
isincreasing at the rate of 314 percent a year, or roughly 1,750,000 bags
a year. So, if this goes on for 2 or 3 years, the demand will be inereas-
ing, and the nations can refuse to increase thoir quotas, the producing
nations can refuse so to increase their quotas, and the prices will go
up—not by a reduction, but by a failure to increase quantities exported
to the degree that the demand increases. : : ,

Mr. McKiernan, But, Senator, you are overlooking one fact. We
can walk out of this agreement in 90 days. ‘ |

Senator Dougras. Oh, but you know it is very difficult for us to
walk out of —— :

1(\1{1'. McKrernan. Senator, I would be the very first one to come in
and—-— ' ’

Senator Dougras. If wo were to do that, we would be pilloried all
around the earth, especially in Latin America. We would be held up
as & nation that does not live up to its obligations. They will say that
wodare pulling the plug out from under their economies and their prices,
and—- ‘

Mr. McKiernaN. They might charge us with that now, Senator, but
Idon’t think they will do it 1atér. ,

Senator Doucras. And I can already hear the State Department
. coming down here frantically saying that the United States will -be

charged with the responsibility for the collapse of the Western Alli-
ance and the Alliance for Progress, and we will be told that we are en-
dangering the national security and——

Mr. McKrerNAN, Senator— .

Senator Douaras. The columnists will continue their drumfire in
the same direction——

Mr. McKierNaN, Senator,may I comment?

Senator Dovaras. Yes, indeed.

Mr. McKi1erNnaN. I would just like to make-—

Senator Douaras. I have been indulging in rhetoric, and you are
entitled to your share.

Mr. McKmrNAN, Woll, Senator, I am not in the same league. But
I would like to make the point that the national association, which has
been in business for 53 years, is opposed to governmental restrictions,
all governmental restrictions, governmental participation, and inter-
vention in the coffeo trade. |

However, after mature consideration, we believe this is better for
the coffeo industry and better for the American consumer.,

Senator Dovaras. You have said that very eloquently. But I am
tr_g\iYng to examine the fine print.

ow, you will notice in section 2 of this bill, H.R, 8864, that the Presi-

dent is. given the power, he is authorized, which, in & sense, is something
more than & mere discretion, he is authorized to prevént the importa-
tion into this country of any coffee coming from countries outside the
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¢offee organization or from inside those countries if the shipment is
not accompanied by a certificate of origin or a certificate of reexport.

. Therefore, we become the enforcing agent, in a sense, for the coffeo
ﬁgrflement by the refusal to permit the goods to come within our

rder.

. Mr. McKrernan. Contrariwise, sir, we would become the enfore-
ing agent for about one-half of 1 percent of the producing nations
because over 99 percent are members, and they will honor the cer-
tificate of orgin provision.

S;enator Dovuaras. But we consume half the coffee consumed, do we
not

Mr. MoKigrNnaN. Yes, and 99 percent or more of the coffee comes
from the members of the agreement.

Senator Douveras. Well, all right. Now I think that subparagraph
(b) is more important than subparagraph (a{, and if you will look
at that. It is on page 2. ill someone give Mr. McKiernan a copy
of H.R. 88641

Mr. MoKiernaN. I have one, Senator Douglas,

“Senator Douaras. In other words, we deny entrance to any ship-
ment from any member of the International Coffee Association which
is not accompanied by & certificate of origin or a certificate of reexport
issued by a qualified agency in the form required under the agreement ;
which means, in effect, that the: exporting countries have the power
to determine what amounts of coffee go into the United States.

Now, suppose, therefore, that they go along for 8 or 4 years and
then the coffee organization refuses to approve an increase in quotas
for export. The demand rises in the United States, the demand in
the United States and in West Germany and in the Scandanavian
countries the demand increases—then we become the enforcing agent.
And if we were not the enforcing agent, there would be a temptation
for some of the countries to break away from the International Coffee
Organization—and I am going to call this a cartel—break away from
the coffee cartel, or from producers inside these countries, to bootleg
coffee in the United States——

Mr. MoK1ernaN. Senator, may I give you an example?

Senator DouaLas. Yes.

Mr. MoKiernaN, Let ussay that the coffee is exported from a given
producing agent; for example, Brazil, and that is went to, let us say
Russia. Now if there was no certificate of origin, that, coffee coulc
be reexported from Russia and sold for hard currency, let us say, in
this country. The result is that coffee would go into Russia and be
reexported in terms of hard currency, and Brazil would probably
get some Russian nuts and bolts in trade. This is one thing that is
prevented. .

Senator Douaras. You mean this agreement prevents the Russians
from becoming coffee drinkers?

Mr. MoKiernan, Well, I wish they would drink something—

Senator Doucras. You know, I am not acquainted with the drink-
ing habits of the Russians, but I always understood that their bev-
erage was tea.

Mr. McKierNan. Well; yes, sir.

Senator Douaras, Isn’t thatso?

Myr. McKierNaN, Well—I hear that vodka is more important.
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- Senator Douaras. Well, it may be mote stimulating. - And I believe
thet it was an English poet—was it Gray—who said, *The ‘eup that
cheers, but does not inebriate,” and he was' referring' to:tea, "’ -

No, but seriously, Mr, Mcl%ieman,' isn’t there real danger that we
are putting our head in the niogse by approving this agreement? ‘\Ye
become the enforcing agency for the International Coffee Organizd:
tion and the quotas cannot be increased in the future even though: we
wish to have them if ong vote more than one-third of the producing
nations is opposed to the increase. S C :

Mr. McKiernan. Well, Senator—— e -

-Senator Dovaras. And therefore, while this is not 4 curtailment
of existing quantities, it can provide for a dampening down of future
increases with a consequent increase in prices as the demhnd stwells?

Mr. McKiernan.I am sorry, I cannot agree with that, Senator
Douglas. I did not have the opportunity to stress the point, but each
year there is an annual review and reallocation of quotas.

Senator Douvaras, Yes, but it requires a two-thirds vote of the panel
of producing nations alone—that is what you said. ’

Mr. McKierNaN. But, Senator Douglas, Brazil, for example, would
e worse off not exporting and holding it.

Senator Douaras. No, you know, the demand for coffee is inelastic.
You know that. You increase the price of coffee by 10 percent and
the demand will not fall off by 10 percent, it will probably fall off 1 or
2 percent. It is, unfortunately, a habit. And, ac a habit, people
drink it largely irrespective of the price of it——

Mr. McK1erNaN. No,they don't.

Senator Douras. And this is why Brazil in the past has dumped
coffee into the sea, dumped coffee into the river, and is now holding
back-—what is it, 50 million bags of coffee? '

. Mr. MoKiernan. Senator Douglas, you said that yesterday and if
yolnll will permit me to ansier, they are not holding back, they cannot
sell it. '

Senn;:or Douaras. Well, you mean they won’t grant certificates of
export

fr. McK1ernaN. Sure they will,

Senator Doveras. What?

Mr. MoKiernan. Sure they will. They will grant certificates of
export up to their quota of 18 million bags.

genutor Dovuaras. Exactly the point.

Mr. McK1erNaN. They could not dishonor that.

Senator Douarass. You say they won’t hold them up, but they have

ot 50 million bags down there which they will not certify for export,
1sn’t that true?

Mr. McKmrnan. Well, they cannot be members of this agreement
and certify 50 million bags.

Senator Douaras. That is exactly the point. This is not a national
cartel, this is an international cartel, governmentally sponsored, gov-
ernmentally controlled.

Mr. MoKrerNaN. Somebody has got to observe the rules of the
treaty or there won’t be any—— ,

Senator Douaras. I can see very strong political arguments which
my good friend from Askansas has advanced, and I can understand
the importance of coffee to the economy of these countries, I would
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like to helt\h,these_ countries, I voted against the wishes of my constit-
uents-for-the proposals of my good friend from Arkansas—the Alli-
ance for Progress, the.Internationsl Development Association, all
the other measures, I voted for them. .« * o
.-But now this is a proposal which may take it out of the gocketbooks
of the American housewife and family—and we have & duty to con-
gider them as well as to consider the people of other countries.

. Mr, McKiernaN. Senator Douglas, may I make one point which X
don’t think I made clear enough? L f
Senator Douaras. Yes. A . '

- Mr. MCKiErNaN. I want to reiterate that the United States can
veto a quota -which we consider insufficient. C ‘ :

. Senator Dovaras. How sof . '
.- Mr. MoK1ernaN. Just by voting down an inadequate quota.
~ Senator Doueras. What? , ~
Mr. McK1erNaN.. Voting it out. 'Wehaye the veto power.
. .Senator Dougras. But you know that is very diflicult to exercise
and we were told by. the very able gentleman from the State of
Arkansas. when we ratified this treaty last fall, that the treaty will be
ineffective unless we agree to the imp ementing arrangements, and that
that would come up later, and we ars legally tree to turn this down.
_..But already the moral pressure is. upon us to-approve this. That
pressureis very heavy, and we heard the distinguished Under Secre-
tary of Statosay that it would be unthinkable for us to back away from
the treaty—incidentally, the treaty was deposited under peculiar ¢ir-
cumstances, I should say that, without the approval of this committes
or.of the Senate— . = . . . . . o
. Ig{; McKiernan. Senator Douglas—~— .+ . -~ ..
enator Douaras. Without our approval. : Now; if we ratify the
treaty, if .we approve the lmplement-mg agreement—you said:we can
always withdraw from it—well, if we did,that, we would be charged
with contributing to the ruin of Latin America—— o
. My, McKiernanN. Senator Douglas, my interest is not international
politics. My interest is furthering the best interests of the coffee trade
of the United States. - Co
Senator Doucr.as. Yes. ' S
. Mr. McKrervan, And the consumers of the United States.. And -
mncidentally and indirectly the agreement would help the producing:
nations—but that isnot my business, . - e - : :
Senator Dovcras. Well, I think your heart is pure. - I don’t ques-
tion the purity of yonr motives at all.. It is just a question of whether
we are not putting our necks into a noose, - :
" Mr. MoKrervan. If I may complete my observation.
. Senator Douaras, Yes,indeed, - . -, . .
Mr. McKiernan. We buy about $1 billion worth of coffee a year,
' ?eugatoxj Dougras. Are you talking about the import or the retail
VRWeS o o e A e
Mr. McKiegnaN, Thatis theimport value. o,
_1Senator Doygras. The import value, and what would that be in
refail value? L o
+,Mr. McKienyan,. I could not toll you, frankly. But—-: -

3

. Senator Dotaras. It would be twice that?
-+ Mr, McKirrNaN., At least, I would think, yes, sir,
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- Senator Douaras.  And:so the totdl amount spént on coﬂ'ee by Amer-
ican families would come to within $2 or $3 billion# = -

‘Mr, McKiernan. I would think that. that woix]d be & falr assump-
tion,

Senator Douaras. And so a price increase thérefore of 1 cent means
about $35 million out of the American consumerf:
anr MOKIERNAN I cannot work that fast methematlcally. ‘I don’t

ow, e .

Senator Douams Well I think that is mght It is $I bllho‘n and
the average price, I think _you saidy wes around 35 cents last year—-——-

“ Mr. MoKrernAN. Thatis thei lm&)o

Senator Douvaras. I understand, but a.ssummg that the markug
just to the same degree, the same number of cents, not percentage but
cer;lts I think thet you will ﬁnd that 1 cent 1s around $30 or $35
million.

-Now, this is serious. That is no mconsiderable sum. - Now sup Pose
this were to result in an increase in the price of 10 cents. - And
lieve that my good friend Jose Figueres,; who I thmk isa great stetes
man and one of my-personal friends—— g

Mr. McK1ernaN. Heisa friend of mine, too, Senetor

Senator Douaoras.: He said.that he will want 4 10-cent increase and
that will be $350 million out of the pockets of the Ameriocan consumer.

Mr. MoKmrNAN. Senator, Jose Figueres is & gentleman. He'is a
fggena(} of mine.. He'is o statesman and a patrxot He 18 not a ooﬁ'ee
offici

- Seénator Doueras.: Oh, welly-he. probably produces coffee————

Mr, MoK1ernaN. Heis a grower of coffes. - - - .

Senator‘ DOUGLAE Yes; well, Costa Rlce voted agamsb the mcrease

uotas ~
MOKIERNAN In November. S

Senator Dovaras. -Yes, | K S

- Mr. MoKrernaN. But not in February -. '

Senator Dovaras. In February, with the slmdow of adverse actlon
by the U.S. Senate hanging 6ver.the conference. -

Mr. MoKrerNan, Senator, it still iangs over: everybody.. -

Senator Douvoras. Well, there are some who are trymg to—-—--

Mr. MoKi1erNaAN. There is no change, Senabor

Senator Dovaras.: What?

- Mr., MoKrernaN. There is no change v '

- Senator Doueras. Oh, but once e pass: tlns leglslatlon, then there
will be nothing to fear, they will be free. - -

Mr. MoKiernan. The point I did want to rextembe, sir, is that we
are anxious to protect the coffee world and we are opposed to these
alarming fluctuations, these alternate peaks and valleys that'do nobody
any good. And'when prices are high, and with more coffee being

wn in the producing countries, tremendous surpluses aocumulate
hen prices become depressed and-——

Senator Dovaras, Well, that is characteristic of- oommodltles pro-
d}tllced everywhere, these ﬂuctuatxons in the pnces, and we understand
that.

But I think the chalrman asked a very profound quest,lon, whether,
if the aim is to stabilize ]prwes, it is to stabilize them at a higher lavel.

Mr. McKiernaN, Is that a question?



172 COFFEE

- Senator Douaras. Well, it is a declaration of faith in our chairman,

and, if you want to comment—— - - : ‘

r. McKiernAN. No, sir; but I would like—as you know,’I come
here without guile, seriously——

Senator Dovaras. Without guile?

Mr, McKrernaN. Yes, sir, .- . -

" Senator Douaras. ‘I would think that is true. :

Mr. McKiervaN. We naturally oppose inordinate prices, because
e sell more coffee when pricés are reasonable. :

Senator Douaras. Not much more, -

- Mr. MoKrrnan, Well, when you Fet below the prices which
prevailed before the recent price spirnl, I agree you are not %oing
to sell much more. So, therefore, we do not want the prices too high.
But, frankly, I wish that somebody could tell us how to prevent prices
from going higher when we do not have enough of the commodity.
This is our problem. And the reason we think this agreement is prac-
tical and useful is because we have a forum, we liave a unanimity of

reement among all of the consuming nations to protect our interests
which we would not have if we did not have a treaty.

Senator Douaras. What is the answer abont West Germany ?

Mr. McKierNaAN. They are completely united with us.

Senator Dovaras. What ¢

Mr. McKirrnan, Completely united with us.

Senator Douvoras. And the Scandanavian countries?

Mr. McKiervaN, Same thing.

Senator Dovaras. But this is ineffective unless two-thirds of the
producing nations agree to increase the quotas. You have brought
out this very interesting point which I was not previously aware of,
that at the November meeting the consuming nations voted unani-
mously for an increase in quotas, but you failed to get two-thirds of
the vote among the producing nations. And I want to commend you
for that statement. The Department of State did not include that in
their analysis,

Mr. McKiernan. But in retrospect, looking back, I must admit that
I was very disturbed about it lust November, but in retrospect I can
seen where some nations questioned the advisability of increasing the
quotas, because if you had sufficient coffees available, if you did in-
crease the quotas, you could precipitato o (l)lunge, and I honestly
believe that Colombia, for example, questione
or not. Now, in February they had no doubt. The question was:
How much of a quota increase?

Senator Dougras. And isn’t it also true that in the intervening
period prices have gone up some more?

Mr. McKrernaN. Yes, sir.

Senator Dovaeras. And they were really putting the squeezo on us
and they were afraid that in view of the increase in prices the Ameri-
can Senate would not. vote to implement the legislation—the imple-
menting legislatvion—-—

Mr. McKiernan. Senator, the most important point of discussion,
T think, in the meetings in the United Nations, or in London, or else-
where, was the U.S. Senate.

The Crramrman, Anything more, Senator?

P

whether this was right

%
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Senator Doveras. Well, My, Chairman, I think I have asked enough,
taken up enough time, : : : :

The Cuamrxran, Senator Carlson? _ -

Senator Cartson. Well, Senator Douglas has done very well.

Mr. McKiernan, I want to compliment you for appearing before this
committoe. Tt is very encouragiig to have someone come up before
the committes who really knows the problem we are concerned with.

I was most. pleased to note that in your statement. you said that our
own responsibility begins here at home, the coffes trade and to the
coffee consumers of the United States. :

I have been a little bit concerned after several days of testimony
hero and last year, that some people in this country were more con-
cerned about our international politics than they were about the peo-
rlo of the United States. Now, we know that we do have problems in

Aatin America and we do have some interest in those countries. But
we should have an interest in our own country as well.

I was interested in just one or two things in your statement. For
example, you say that while there is an anticipnted shortage of good

uality Brazil coffee today, it is within the realm of possibility that
there will be another world surplus,

Now, that word “anticipnted” shortage—when is that to take place?
Isit now or is it coming next year, or when ¢

Mr. McKrernan. Shortage? 4

Senator CarLsoN. Yes, sir; you say anticipated shortage.

Mr. McKiernan. Senator Carlson, right now the coffee crop that
came in, the 1963-64 coffee crop, is about 19 million bags, and Brazil
exports 18 million, or slightly more. Therefore, theoretically, you
understand, there is no new fresh green coffes in Brazil, until ‘the
196465 crop. I want to make that clear, because they export 18 mil-
lion, or slightly more bags and that is all, under the agreement. |

This year because of frost and drought, which was very dreadful
down there, it is estimated that they will produce about 9 million ba%s
in the 1964-65 crop year. Now, they do have, they have had 50 mil-
lion bags or more of old coffee. In mm?r ses it is being destroyed
because it is inferior (Aunlit.y. I talked with the president of the
Brazilinn.Government department on coffee matters recently and he
estimates that they have 22 million bags, exportable, of which he esti-
mates about only 4 million bags woll‘ﬁ?l be of prime quality that we
prefer and desire and use in this country.

Now, I want to hasten to point out, Senator Carlson, that we also
use other grades of Brazilian coffea.  We don’t always demand the
best. But we do prefer the good coffee, the greenish fresh coffes, and
there ave only about 4 million bagsavailable. .

Now, then, you have 9 million more coming in this year. You will
then have about 13 million of the type of coffes wo require, you see,
and in a time of shortage everybody seems to want to buy more coffee,
and I think we can all understand that. That is not only in this coun-
try but all over the consuming world. So you have 13 million bags
and everybody is competing for them-—

Senator CarusonN. But we do have 13 million bags and we purchased
18 million,

My, McKieryaN. Yes,sir.  You have really 22 million plus; about
35 million bags.

20-282— 64-——12
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. Senator. CarrsoN. What about this surplus down there, won’t they
use some of that 4 million bafs

Mr. MoKzrNAN. That is included in a total of ?2 mllhon, of which
18 million ig not of prime quality. .

" Senator Oarrson. Thatis what I thoug ht. .

-~ Mr. MOK1erNAN. Yes, sir; but that is not pnme quaht coifee

.’ Senator CarwsoN: That mfght. be qulte true, butit 18 co ee, -

- Mr, MoK1ERNAN. Yes, sir; yes,

Senator Carrson. Would it be possxble for us- to buy addltlonal
pounda of coffee from other nations-if it were, not for the Intema,
txonal flee Agreement? -

Mr. MoKirnan, Under the Intgrnatxonal Coﬁ‘ee Agreament we
can buy anywhere we like. - .- .
1ii Senator CArLSoN:. You mean: We don’t have to buy lb throu th the
International. Goﬁ'ee Agreement quotas, that we can buy . 1b, uy m
addxtlon to that? ‘

.>Mr. MOKIERNAN: No, no Imust havemlsunderstood you' e X

-Senator Careson. 1 dld not_think so. - Now, my congern: 18, as I
ha.ve indicated, that there real}y jsn’t this great shorta I, have
no doubt that {hev had a crop failure; but I. stxll think t] at there i is
iﬂenty of coffee in the world,.if:we’ can. geb it to-the consumer,; But
bﬁ;vou“ld appreclato your——anyt.hmg you tell me today I am gomg to

ieve. .

. Mr. MOKIRRNAN& Thankyou. R L -;nf: ,;-\?-’.

+. Senator CARISON: Becauseyouknowyoursubjecu »U_

i M MOKIERNAN:: Thankﬂ - :
... Senator CARLSON.- Now, there.is a.nother sentence m your stabement
thatIamgomgtoquobetoyou'w o L N TR TEE BT
Bt the ‘continued participation-of thb: Unlted smesm tha agreement cannot
be assured unless H:R. 8884 is enatted, < -:;: . .~ “: ot vl i Lol
g Now, are you. saging* by that statament, that ﬂilé‘ coﬁ‘ee 8, ment
ma;; contmue on % ther wo approve this implernent:mg legls tlén *or
not
: Mr. MoKmRNAN In my opihiOn, it will dle. -
i Sefiator CarrsoR. Ts'there any reason why 1t cannob contmue?

* Mr, MoKyernaw: Well, now——

Sengtor! CxrisoN, T infer that statement says, “If you' gentle‘men
dOn’t approve this ‘eriabling Ieglslatlon, this !;hmg I8, going to’ fall
apfu't S '

Mr. McKiernan, It is'my opimon, and thls is: ﬁersonhlly perSOnal
that' if the Unitéd States does not lmplement t s treaty vnth the
hecessary directives, it will die. *

Senator Carrson. Well, if we continue appomtmg ‘our man- to the
Board and if ‘e coritinue our contribution of $100,000 a - year——

: M1, MoK1ERNAN. A little more thnti that Senator——not much more,
from$130000to$160000*' -

Senatdr CARLSON; ﬁut anyway, 1f we keep making our appoiflth]enb
to 'the Board and wé keép: contmning our contribution, is there any
reason why this Board should not:continue furictioning ‘without' thig?
I realize the value of the impleientation, but'is there any reason why
they cannot continuef :

‘Mr. MoK1erNaN. Yes, sir, because we have to invoke i im ort con-
trols against nonmember nations that exceed their qnotas andwe hhve‘
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to set up’procedures to acoept the certificates of origin; and this can-
not be done withoit diréctive fromithe Congress. ,.-.!; .. Cytrlenitpe
.. Senator Carison,- Well isn't it a fact thabr—om.qr . o0 e voq
Mir. MoK1ErNAN. ‘We would have to-pay our bill, too., . .. .
Senator CarLsoN.: Yes, I had that in mind, . Ifowf, isn’t it a fact
that in the articles of agreement there.is s provision that the, Board
itself can be a self-perpetuating Board:without ‘coming back to Con;
gressin b ea.rsev‘enthoughthe;treatysa%sb ears? . ... iy
_ Mr, MoKierNAN. -Senator Carlson, tha Congress has,ordered. the
Presidont to come back, as I recall; in18 months. . TTT LB
i Senator Carson. Yes. But isn’t there:language in-this agreement
that s?tatesj.h'e Board itself:can reach agreement to,continue its oper-
ation T S S BRI RN
Mr. MoKiernaN., Well, this treaty runs for 5-years and ‘renews
itself;yeS,Sil'. ! '~"‘ o ‘;‘.':-7‘; ,’T"-"’, AT S ,pi'!'in’:
* Senator CarcsoN. Thatissvhat Tthaught, .. ...« .0 & 0. o
Mr. MoKierNaN.: But we, thit s, the U.S. Government,. must come
back to the Congress and report on it at the end of 2-years; as I recall
it, which is 18 months from now. .- T TS BT ITI TR PRI U
S(?natﬁf gAIm,som In view g . statement_which Senator i)ouglas
made which I'may say Iti6Toughly agree withysqucerning the pres-
surez on the“BOagis" ‘creaseépip%uotas, would it e hltlall%)ful 11% we
made this® monthsifistead of 2 years N \

think that it wefild:
seb how' the riphv car is
and start it

1
Pgrﬁet;nent ]
an _our,
' Sl‘gcteét o

{r. MoKmgnan, You i

oN¢: Thatds righ

Mr.: MoKerdeant: Well,Su
ment that—— =~ N\ o0 T S S
- Senator CaRLSONNIE oty from ' going
around the quotas tha eed tg# For instance, in
France and Italy, have t anaged to offes in there at dis-
coynt prices? SR e
-Mr. McKiErNAN, The trade practices of companies and coyntries
inolude discount prices, .= . S
- Senator CarusoN, Have they done that, in your opinionf . . . ‘
- Mr. MoK1ErNan. 1 would Tiot: be surprised if nations have done
that. Perhaps I might biing this forth—in addition to the tradi-
tional ‘markéts, there are what' are called new' mdrkets; and they in-
clude Japan and Russia, and a few other places,  There are some
small ones, but the princip-1 ones include Japan and Russia, and pro-

BEST AVAILABLE COPY
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ducers can ship to such countries as much coffee as they like at any
particular price that they want. That is their business.

But that coffee cannot come out of that new market and come into
the normal market, or traditional market, and this is where certificates
of origin and reexport become very important and effective.

Senator Carrson. But they do furnish coffee to the consumers inside
those countries outside the agreement ¢

Mr. McKiernaN. No; it is part of the agreement but not subject to
quotas. They are allowed to ship, for example, to Japan. That is a
new market and there is no quota limitation on it.

Senator CarrsoN. Well, I am not too familiar with that. But I do
happen to have in my file a paper on the Green Coffee Association of
New York City, Inc. Isthere such an organization?

Mr, McKrernan, Yes, there is, :

Senator Carrson. Well, their secretary submits a statemant in the
form of a circular letter which gives evidences of this, and I would
like to have it made part of the record, if there is no objection.

The Crxairman, No objection.

('The document follows:)

GReEN COFFEE ASSOCIATION OF NEW YoORK CiIry, INC,,
New York, N.Y., May 3, 1963.
No. 1734

The Membership, Green Ooffee Association of New York City, Inc.

DEAR Sirs : The following communication was received today, from the Commit-
tee of European Green Coffee Merchants Association and is quoted in full for

your information.
“OIRCULAR LETTER NO. 8/63

“To the Présidents of Qur Member-Assoclations.
“DeAR Shrs: Herewith we beg to inform you that on the 23d inst. we have
Zené flollol:vlng letter to the president of the Federacion Nacional de Cafeteros
e Colombia:

“Mr, ARTURO QOMFZ Y JARAMILLO,
‘“‘President of the Feracion Nacional de Cafeteros de Colombia,
““Bogatd.

“‘DEeAR SIr: Members of our Committee of European Green Coffee Merchants
Associatlon have brought to the attention of our board certain marketing prac-
tices of your federacion in certain European countries, which sales policies are
considered to be fully in conflict with article I, paragraph 4, and article 53,
paragraph 2, of the International Coffee Agreement, 1962,

“‘(a) France reports: In June 1962 the federacion informed the Colombian
exporters that on sales of Excelso coffees for consumption in France, the
French importers will receive bonuses from the Colomblan Government through
the Bank of France ranging from 7 percent to 14.5 percent. The discounts to be
calculated over the total imports of the individual importers over 1 year (until
June 25, 1903) are as follows:

Percent
Up to 6,999 bags imported. - e 7
From 7,000 t0 13,999 bags e 11
From 14,000 t0 20,999 bags e 13
And over 21,000 DaBS . o e 14%

“‘(b) Italy reports: The Federacion Nacional de Cafeteros, by letter of Mr.
Mario Uribe Uribe, has informed the Comitato Italiano Cafe that the office of
the federacion in Rome will pay a premium in liras to the Italian importers of
Colomblan coffees, purchased from coffee exporters in Colombia until December
31, 10603, for consumption in Italy, and at the following rates:

* ‘For purchases totaling up to US$200,000 premium 10 percent.

“ ‘For purchases totaling up to US$500,000 premium 11 percent.
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“‘For purchases surpassing the amount of US$300,000 premium 12 percent.

“Wea consider both discount schemes, introduced by the federaclon into the
French and Italian markets, most disturbing for the maintenance of a satisfac-
tory price level, which principle has been agreed upon by all countries participat-

ing in ICA 1962,

* “Phis market policy is especially prejudicious to the FEDECAME countries
who, particularly in Italy, lose all possibilities to sell their coffees at a fair price
and who may be forced to initinte the same systemn of turnover premiums. The
result will be that a price-war in mild coffees will break out with the-correspond-
ing disastrous effects for the economics of all coffee producing countries.

“vThis effect will be far off from the expectations cherished by all countries
who assisted at the negotiations in New York in August 1062. Not in the last
place by the importing countries who, in order to realize the objectives laid
down in article I, have voluntarily imposed upon themselves many restrictions.

“ “\We therefore strongly recommend you to have the federacion reconsider her
present gales policy and to bring same in line with chapter I of ICA 1902,

““We remain, dear sirs, ’.
* ] * * L *

“Yery truly yours,
“E, PAUL LANGE,

“Seccretary, Green Coffee Assoclation of New York City, Inc.”

Senator CarrsoN. That is all, Mr. Chairman.

Thank you very much, Mr, McKiernan,

The Cuamryan. Senator Ribicoff ¢

Senator Rinicorr. Thank you, Mr. Chairman.

Following up one of the questions of Senator Carlson, Mr. Mec-
Kiernan, am I to infer from your answer to Senator Carlson that
the price of coffee to the consumer in France and Italy is less than the
price of coffee for the American?

Mr. MoK1ernaN. No; I did not say that.

Senator Risrcorr. I wondered whether you did.

Myr. McKirrNaN. No, no. Now, there have been, and I know that
there always will be, sales to countries by people from Colombia,
Brazil, or some of these other producing nations at a special price,
This goes on, this is a trade practice which we think is ill-advised and
wrong, but we have no control over it, and I would not be at ail
surprised if coffee is being sold in a given country, consuming coun-
try,at a special price.

Senator Riprcorr. I understand that, sir, where they are using cof-
fee, for example, as a loss leader, but I am talking about the general
price of coifee to the consumer. Are they less than the general prices
to the consumer of the United States?

Mr. MoKierNaN. Senator——

Senator Ripicorr. I don’t mean some individual store. I mean the
general prices,

Mr. McKierNan. Senator, actually it is quite to the contrary. To-
day you pay more in Germany for coffee, as an example—I helieve
so, though I stand to be corvected on this statement, I think they pay
as much or even more in Italy than in this country and until a few
months ago fyou paid much more in France, because they had a wall
around the former French African nations, and they guarantee them
@ cents per pound above the prices to other importing nations.

Senator Risicorr. Well, I don’t know whether this is true or not,
but I have been informed that better qualities of coffee go to Ger-
many than to the United States.

;}Iv. MoKiernvan, That is true in many instances, Senator Ribi-
coff.

-
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‘Senator Risrcorr. That is what I understood.

Mr, MoKierNaN. But, you see, the duty is also very high—

Senator Risicorr. I am taking the duty into account, but I am talk-
ing about the price of producing countries selling to the wholesalers
out of Brazil or Colombia and shipping it, how does that compare
with thé price ifi the United States? ‘ : - ,

. Mr. MoKiernan, Well, I would think it is parallel. You can check
these prices on ths coffee exchange in London. But I think Senator
Carlson was talking about a special deal, Senator, and that sort of
thing can happen tomotiow morning, it could have happened 6 months
ago—it might happen again, but I can categorically say that as a gen-
eral rule prices are pretty parallel for what you buy. - .

Senator Risrcorr. Yell, what is the difference of the price of coffee
in Germany and in the United States coming from;, say, Colombia ?

Mr. McK1ernAN, Well, of coursé they buy from all over. They buy
a lot of their coffee—for example, they buy from Kenya, which is a-

verSy fine quality coffee—— g R
enator Risrcorr. How much coffeo is produced in Kenya ?

Mr. McKiernaN, I can give you a rough idea, Senpator. T cannot
tell you exactly. , I o :

Senator Risrcorr. Well, how long has Kenya been producing coffee ?

Mr, McKIERNAN, O_h,,‘fb‘r many years. S;i’nce-,— would hazard an
opinion that it has been since befors the First World War. L

Senator Risicorr, IsKenya ?gl;t‘of this agreement? .

Mr. McKiernaN. Yes, sir. Kenya has a quota of slightly over one-

half million bags, and T would think that probably their produétion
would be 600 million bags, slthovigh I don’t have the figures, but I
can get them. o - . .

I have Kenya, Uganda, Tanganyika, so-called east Africa, and that
is over 3,200,000 bags, and I see that Tanganyike has a quota of
. 444,000, Uganda has almost 2,228,000—— . " L
gena,tor Rircorr. Do these quotas basically serve as a limitation on
the productionofcoffee? = .=~ | - o

_Mr. McK1ernaN. Yes, sir, the intent is to regulate future produc-

tion. . . ’

Senator Risicorr. Forthese nations of Africa? L

Mr. McKrernan. Senator, what we are striving for is in time to
arrive at an equitableé production— ‘ ,

Senator Risicorr. Well, when you say “equitable produc¢tion”—sup-
poge that—you say that Kenya produces a very good, high quality
coffee. ‘

Mr. McoKmervan. Yes,it isone of the very finest qualities.

Senator Rinrcorr. These new emerging nations in Africa start pro-
ducing coffee, which should be very helpful to their growth and should
bo a tremendous help to their basic economies, it being one of the few
things that they can really produce for the world market. But sud-
denly they come up against these quotas and this international agree-
ment prevents them from })roducing a product which they need for
their own economic survival. .

Mr. McKiennan. Senator, thisis one of the hard facts of life. And
unfortunately you find that elsewhere, where coffee is being grown
around the world, they usually can produce little more than cacao,
cotton, sugar—usually, and thisis—
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\
Senator Risicorr. Well, is there any other product in the world
mt(l)t;lkeb ?that is so restricted in its production as coffee, any other
roduct § '
P LI}I]‘. thI(IERNAN\l\ Not to my knowledge, but I am not well versed
in that. A
Senator Riprcorr. \Here is a product that has gotten international
acceptance in every country in the world, and you have got consuming
nations and you have \%ot producing nations, and you find these major
Ero‘du’cing countries dding a disservice to other prod.ucm%( countries
imiting the consumptibn of their products in countries like this and
other nations and—— \ ’ _ »
Mr. MoKrErnaN. Wel), that was very carefully considered, and I
point out, for example, \we have been concerned about Ethiopian
problems. Initially she Bad a quota of 850,000 bags and it was ar-
ranged to increase to 1,020,000 bags because she had been produ¢ing
more coffee. Now, this is hot the only criterion. Every nation can
produce more coffes than its allowed quota., If—— -
Senator RisIcorr. ‘Well, I think that Senator Douglas made some
very cogent pdints, He obserked that this is not only a cartel, but an
international cartel, with the approval of many countries to back it up;
and you are asking the Senate of the United States to give the stamp
of alpproval on it, : :
Mr. McKiernaN, Well, Sena

Ribicoff, we have been in wheat
agreements and sugar gﬁreements, ubber agreements, and so on, and
the economics of commodity agreemknts are not new. I think that this
is probably the largest agreement as} result of the number of nations
participating—— , ‘ ‘ | ‘

Senator Risrcorr. But thisis unique \isit not? :

Mr. McKiernan, Well, it is unique Decause there are so many na-
tions partici;m’ting. And if it can be maqe to work, I think it would
be very helpful, Senator. | ,

Senator Rmrcorr. Let me ask you, how san you justify this other
than from the international aspect, the international political aspect?
Is there any justification other than this international political justifi-
cation for the agreement? -

Mr. McK1ErNAN. Yes, Senator; thereis. I want you to understand
however, that I am not here to discuss the internationalv'poﬁticai
aspects. I am here to protect the American consumer and the inter-
ests of the American coffee industry, and I think that this agreement
is the only way we can possibly influence the movement of prices——

Senator Fursriant.' Would the Senator yield for a moment?

Senator Rmicorr. Yes. ‘

Senator ForsrieaT. It is coincidental, this international aspect, and
the witness did not bring in the issue.

Senator Rmicorr. Well, I gather that the major reason for this
proposal is the effect it will have on our relations with South America.

Senator FourLsriort. No. He does not have the slightest interest in
South America. He is representing an American association.

Senator Riicorr. But I say Mr. McKiernan is an intelligent indi-
vidual and probably knows as much about what is involved in this
field as many of the Government gentlemen who have been here testi-
fying before us. I think he is a knowledgeable man who is candid
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and I would like to get his opinion and I am very much interested in
his opinion because of his candor and frankness.

Now, would you read my last question, Mr. Reporter?

(The question referred to was read by the reporter.)

Mr. McKiernan. My answer, Senator, would be that our interests
in this agreement are solely to try to bring some stability to the coffee
world and thus protect our industry in the United States and our
consumers in the United States.

Senator Rinicorr. Well, let’s look at your interest in the consumers
of coffee. You say that Kenya produces coffee and the coffee they
produce is of a very high quality. You would like your customers
and your members of your association and the people of the United
States to be able to bring in good Kenya coffee into the United States.
How would you go about getting Kenya coffee into the United States?

Mr. McKiernaN. Well, Senator, it does not quite work out that way.
Wae in the United States do not drink a specific country’s coffee, we
drink a blend, we drink X Y Z brand

Senator Fursriarr. If the Senator will yield—there is no restric-
tion whatsoever on where we import coffee from. We can import
any coffee we want from anywhere in the world. There is nothing in
this that would prevent that,

Mr. McKiernaN. None whatsoever.

Senator Furnriont., That is right. Importers can buy Kenya coffee
if they want Kenya coffee—— :

Senator Doucr.as. Now, wait just-a minute.

Senator FuLsriont, Well, they can.

Senator Doucras. I would like to call your attention to paragraph
(B), where they can prohibit the entry of any shipment from any
member of the International Coffee Qrganization, of coffee which is
not accompanied by & certificate of origin or a certificate of reexport.
And if Kenya is limited to a given quantity, then they just will not.
give it the certificate of origin and so therefore we can presume that
would bar that coffee from being exported. O

Mr. MoKiervan, Well, Senator Douglas, these quotas were worked
out on several factors, one of which was the normal export over a
veriod of years, and when Kenya’s quota is given, they are not depriv-
in;éKenya of any——

enator Rinrcorr. This is what bothers me. I understand you to
say that we buy certain blends of coffee. Now, supposing I visit
Kenya and I drink that coffee and I have never before had such good
coffee, and I drink their coffee and I think it is the greatest coftee
that I have ever had.

So I come back to a'group of my friends in the United States and I
say, “There is the greatest grade of coffee grown in Kenya and if we
could only get Kenya coffee brought over here maybe we could call it
the ‘Kenya Coffee’ brand—boy, we will be able to sell it to every Ameri-
ca?r wl’n’o wants to drink good coffee, who wants a really good cup of
coffee,

And so I come back and form a corporation for the purpose of im-
portmgi Kenya coffee and we go to Kenya and we say there that we
would like to buy, well, let’s say, 100,000 bags of Kenya coffee. And
so then, we come back to this agreement and we are told, “You want
Kenya coffee, but Kenya has been allocated 500,000 bags, and they have
alrendy sold 500,600 bags.” '
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Now, how can I get another 100,000 bags of Kenya coffee into the
United States?

Mr. McKiernan. I do not think that any nation has oversold its
quota. I don’t have the last minute statistics, but I don’t think that
any nation has oversold the quota right through the years. There are
occasions that I know of where nations have oversold a quarterly quota,
but this would be a pressure sale, rather than normal, '

Senator Rinicorr. Let us say that wo do buy 100,000 bags of Kenya
coflee and it goes like wildfire, everybody likes the taste of I{enya
coffee. And so that supply is quickly exhausted, everybody drinks it
]np. ?Now, I sell that 100,000 bags. How can I get another 100,000
ngs

My, McKiervan, Well, there is in the agreement, an aiticle which
says in substance, I will not try to quote it verbatim, that countries
that are producing a certain type of coffee can if there is a greater
demand for that certain type of coffee, request a larger quota.

Senator Rinrcorr. Youcan?

Mr. McK1ernan. Well, you have got-to prove your point, and if you
prove it, then probably you can get it. We are not trying to restrict,
put a lid on any country’s coffee needs. What we are trying to do is
control production so we just don’t have coffee coming out of our
ears. If you want coffee, if you need coffee, you can get all the coffee
that you want. And Ethiopia is an example, they had a greater
demand and they got a larger quota. :

Senator Rinrcorr. Thatisall. Thank you.

The Crrairyan. Senator Fulbright ?

Senator FurLeriaut. Thank you, Mr. Chairman, As I understand,
you have no interest in promoting the foreign policy of this country?

My, McK1erNaN. No,sir.

Senator FursrigHT. And you have no interest in any coffee farms?

Mr. McKiernaN, No, sir.

Senator Fursrigur, And you have no investments abroad, and
really your fundamental interest is in your business in the United
States? :

Mr. McKierxax. That is it, exclusively.

Senator Fursriant. Under this agreement, can quotas be set at the
beginning without the agreement of the United States?

Mr, McKierNaN, No, sir.

Senator Fursriant, A while ago, in your testimony, I am not sure
that you made it clear at all that it was only the appeal from quotas
that were already set that could be nullified by the two-thirds vote, it
was also the original quota ; is that right ? '

M. McKiernaN, Correct. -

Senator Furrnsriant. The mechanics of it is that the United States
has voting smwer which is in accordance voughly with its consump-
tion—isn’t that true?

My, McKiernax, Tt isbased on that,

Senator Fursriant. In effect, quotas could not be fixed without the
ap{)roval of the United States; is that correct ?

Mur, McKiernan, Yes, sir.

Senator IFvnsriant, And the altercation we had last fall was when
the quotas were already set and in ovder to change them it took a two-
thirds vote, Isn't that right?
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Mr. McKiernaN. I apologize, Senator, I should have said it, but I
did not say it; you said it. .

Senator FoLsrient. That is right. The whole record is distorted
and it has been made to look as if we were at the complete mercy of the
producers. ]

Mr. McKiernaN. Well, Senator, perhaps it is because I am so close
to the situation that probably I have not explained it properly.

Senator FuLsrigat. Well, your only interest, again, is only in the
American consumer, and you are interested in the American house-
wife, are you not {

Mr. McKrerNaN. Yes.

Senator FuLsriouT. And your own business{

Mr. McKrernaN, And I might add, sir, that they will be consider-
ing next year’s quota in the next fow months and——

%enator FurerigHT. And that quota cannot be set without the ap-
proval of the United Statest

Mr. McKiernaN., We have the veto power. :

Senator FuLsrigar. We have enough votes to prevent it being set
at an objectionable level, don’t we?

Mr. MocK1ErNAN. Yes, sir.

Senator Forsrigur. That is what you said a moment ago, but the
situation became very unclear from your following testimony.

Mr. MoKierNaN, Yes, sir.

Senator FurerierT. And the United States or any other member
can withdraw on 90 days’ notice, can it not #

Mr, McK1ErNAN. e:i, sir. ‘

Senator FuLerienT. If the producing countries were arbitrary, or
if anybody tried to g})uge us, we can withdraw. ' Is that correct?

Mr, McKiernaN. Yes, sir. '

Senator Fur.srIGHT. ﬁow, if there is a sharp or unusual increase or
decrease in tha level of prices due to artificinl manipulation of the
coffee market, or by agreement among importers or exgorters, can we
then take corrective measures and changes the quotas by a majority ¢

Mr. MoK1erNAN. Yes, sir, they can.

Senator FursrigaT. Under those circumstances ?

Mr, McK1erNaN. Yes, sir. :

Senator FuLsricaT. By a mere majority ¢

Mr. McK1erNAN. Yes, sir.

Senator FuLsrionT. And this business of the two-thirds vote is to
change the quota, but we can block the initial setting of quotas with
our votes?

Mr. McKiernan. Yes,sir, and to initiate it.

Senator FuLsrionr. You said there is no enforcement policy about
the quota. You stated a moment ago, or I beliove you did, that if a
country refuses to supply the quota when it had no good reason for
doing so, then the other powers can reallocate that quota, can they not?

Mr, MoKiernaN. Yes, sir. And, Senator F brigilt, if we can
prove manipulation or any maneuver of that sort, then we don’t need
the two-thirds.

Senator Fuisrtont. That is so.

Mr. McKiernan, All we need then is a simple majority.

Senator FuLeriont. And that is under section 34, subparagraph 6;
is that correct?
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Mr, McK1ernaN, Yes, sir,

Senator FursricHT. Now, as to these price fluctuations. What is
the economic effect upon business and upon the housewife of these
wild ﬂ?uctuations in the prices of basic commodities? Is this healthy
or not

Mr. McKrernan. Itis unhealthy.

Senator Fuoreriear, Would you mind making clear why it is{

Mr. McKierNaN. Yes, sir. The housewife, as the lovely lady, Mrs.
Peterson, who preceded me indicated, is accustomed to paying so
much for coffee. And if that price starts to spiral and it keeps on
going and it %?ts up to a fantastically high price, she is going to

o something about this. And she, the housewife, controls the market.

We found that out in 1954 and 1955. 'We know that in those days
the American consumer obtained 46 cups from 1 pound of coffee.
Within 4 years, to my knowledge, and this would be around 1958 or
1959, the American consumer was getting 64 cups per pound of coffee.
In other words, they were using water rather than coffee. And I think
out in Minnesota they certainly didn’t like that.

Senator CArLSON. You are quite right. ,

Mr. McoKiernan. And we still have not corrected that situation.
Even now the American housewife is brewing about 60 cups from a
pound and before this thing happened—in 1949, for example, the
American housewife was getting 46 cups to'the pound. And, of course,
this has had its financial affect. ,

Senator FuLsrieaT. And it sort of tends to undermine your industry
because of the poor quality of the end product.

Mr. McK1ErRNAN. Yes,sir. P

Senator Fusriont. And also, besides doing that, they take.+6 sub-
stitutes, such agdrinking tea or Coca-Cola. o

Mr. McKiernan. And we have even gone to the point, Senator, of
establishing what is known as the Coffes Brewing Institute to teach
peoplo how to brew coffee. .

Sgnator Fuusrieut. So it is not in the interest, in: your opinion, of
our domestic business to have these wild fluctuations in price?

Mr. McKiernawn, No, sir; it isnot. _

Senator Fursrionr. Have you any estimate at all as to the average
cost of production of coffeo? ’

Mr. McKiernaN. In the producing countries? ,

Senator ForsriguT. Yes. Are there such statistics? Do they vary
widely from one country to another? S -

; Mr. McKirNaN. They do vary, Senator. There are studies. For
' example, the FAO, I believe, has a study, I have heard of various
’ prices in different countrios. I will gét sorae information for you.

Senator FuLsriont. Well, I was only coming up to this point. Do
you consider that the prices that are now being charged are unreason-
ably high in accordance with the production costs, if you know it{

If I understand it, the present prices, even after this rise, are no'more
than, approximately, a median between the high and the low of the
Jast 10 years. Isthatcorrect?

‘Mr. McK1erNAN, Yes, sir; it is. And if I may, I would like to read -
some of these average annual prices into your record.

Senator Forsriont, Well, if you have not done that, I would be
glad to have youdoit.

-
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Mr. McKiernan, In 1952, and I will use the Brazil Santos 4's as
the standard:

In 1952, 54.4 cents; 1953, 57.93 cents; 1954, 78.71-—that is when they
had the famous frost.

Senator IFurnriont. Seventy-eight{

Mr. MoK1erNaN. Yes, sir, 78,715 1955, 57.09; 1956, 58.1; 1957, 53.43.

Senator Fursrianr. All of those are higher than it is today?

My, McKiernaN, Yes, sir.  And then it went down, In 1948, 36
cents——and, again, 36 cents, 36 cents, And in 1962 I have them by
months here:

From January to December, 34.2, 34.5, 34.8, 34.8, 3+.43, 34.73, 3455,
34.08, 33.4, 33.18, 33.33, 33.40. And this is 1963, it started moving:
33.85, 33.33, 3437, 33.33, 34.33, 83.568, 3273, 32,96, 34.98, 36.55, 37.45.

Andin January it was +4.83, and February 19 it was 46.30,

Senator Dovaras. When was that?

My, McKirrnvan, February 19.

Senator Doucras. Well, wasn't the price of Santos coffee 49 cents?

Mvr, McKiernan. I would think that perhaps it was. And I think
it is 4914 or even 50 cents today.

Senator Fursrianr. Is this approximately the median between the
high and the low in the last 10 years?

M, McKiernan, Yes, sir.

C Senator IFunsrianr, Would you consider this an unreasonable price?

My, McKierxan, Considering the conditions——

Senator FuLsrionr. From the peint of view of the American house-
wife, the consumer.

Mr. McKieryan, I would hate to see it go any higher. I am re-
luctant to see prices move up, to a situation that we cannot control—
I mean, if coffec is in short supply, if you want it, you have to
pay for it. _

i«‘rom the housewife's point of view, in my opinion, it is going to
be too high, in short order. Looking at futures prices, I thilﬁ\' prices
will ba higher, I expect them to go up.

Senator Forsrianrt. Well, would that happen whether or not this
agreement were in effect, In other words, suppose that the Senate
rejected the implementing bill. Do you think that would then cause
the price to drop?

)}1'. McKiernanN, No, sir,

Senator Furpriour. %\’hy not?

Mr, McKiernan. Well, there would be nothing to stop them; there
would be no control at all.

Senator Furnrient. Well, I have heard the assumption that the
treaty would push the prices up, and if we renege on it, then they
would go down. Do you believe that? :

My, McIKierxvaN. No, sir; I don’t believe it.

Senator Fuinrianr., You don't believe it 2

My, McKiernan, Idonot. Ibelieve quiteto the contrary.

Senator Furnsrierrr. Well, will you explain why you believe that?

Mr. McKiervan. Well, because with the angreement. we have a forum
wo have o group to go to. We have about 56 nations, practically all
of the producers and consumers—-

Senator Fuusrianr. All the producers?
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Mr. McKiernan, We have the leading consumers, too, and we
could sit down there and by voting control this thing.

Senator I'ursriour. Then 1 gather that you think that consumers
are in n better position, 'T'hat is, if this implementing legislation is
passed, it. would be to the benefit of the American housewife?

Mr, McKiernan. I certainly do, sir,

Senator Fursrienr. And you are for the housewife, we don’t want
to misunderstand that. You are sure that you are for the American
housewife,

My, McKiennan. Yes, sir, I certainly am. )

Senator Fursrianr, And it is your belief, your best belief that they
would be in a bettor position if this bill were passed? You think there
would be better protection of the American housewife, if this bill is
approved than if it were rejected

fr., McKiernaN. Yes,sir, I do.

Senator Forsriant. You say that with some knowledge of the coffeo
business?

Mvr, McKiervan. And with some humility.

Senator ForLsrianr. Well, is there anybogy around that knows more
about it than you?

Mr. McKiernan. I think a lot of people do, Senator.

: .?‘enator Fousnionr. Youdo? Who! How about Mr, Duncan, does
10

Mr, McKiernan. Well, you Senators sitting up there.

Senator Furprianr. Well, I mean outside the Senate. [Laughter.]
1 am excluding us, I meant your associates.

Mr, McKrernan, Well, yes, I will say so, but I think I am well qual-
ified to speak on the subject, if T may say so.

Senator FuLsrianT. s Mr. Duncan agree with your viow?

Mr. McIK1ErNaN. Yes, sir.

Senator Fursriorrr. He does agree?

Mr, McKiervan, Completely, yes.

Senator Fornriant, Is he in the room$

Mr. McKiernnan. No,sir, I regret that he had to leave.

Senator Fursrigut. And there was one other gentlemman with
you—-—

Mu. MoKiervan. He had to leave, too. They spent 2 days here.

Senator Fursrianir. -But you ean assure us that they are in agree-
ment with you?

Mr. McKiernaN, Yes, certainly. :

Senator FuvLpriant. As far as you know there is no substantial dif-
ferenco of og)inion on this point between you and these individuals, is
that correct ?

Mr. McKierxan. No, sir, and I am here representing my board of

s

! dirvectors and the advisory committee,
Senator I'vLorianr. And they are in accord with your views?
{ Mr. McKrervaN. Yes, sir.

Senator Fursriant. There is nothing in this agreement that re-
quires us to purchase just Brazilinn coffeo? '

Mr. McK1ErNAN. No, sir, we can buy any coffee we want.

Senator Fursriant, You can buy anything that vou like from
among producers who are participants,

M. MceKuwryan. Yes,sir,
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Senator Fursriont. And what percentage of the total production
of coffes do the member countries produce of world production ¢

Mr. MoKiernaN. Over 99 percent. ,

Senator Fursrigar, Over 99 percent?

Mr. McKiernAN, Yes.

Senator Fursriont. And over 99 percent of all the Erdducers are
represented. And the United States, that is, you on behalf of the
Amorican housewife, can buy from any of those producers?

Mr. McKIERNAN, Yes, sir.

Senator DoucLas. Just a minute, sir. Just what credentml's do you
have from the American housewife$ '

Mr. MoKierNAN. Sirt

- Senator Douaras. What are 1zrom' credentinls for speakmg for the
American housewife? Have the American housewives met in con-
vention assembled and delegated you as their representatxve here
thismorning?- -

Mr. McK1erNAN. No,sir; they havenot.

Senator FuLBRrIGHT. Well but. you have a deep love for the Amerl-
can housewife. - [Lau hter] :

Senator DoucLas. V%ell are you a self-appomted spokesman for the
American housewife?:

-Mr.McKIERNAN, Iwould llketbbe S

Senator DOUGLAS But they have not glven you any authorlzatlon

speak for them? °
r. McKiErNAN. No L :

Senator FursrionT. But: your busmess and your Pros;perlty depends

upon the approval:of 'the American hbusemfe, isn’t that so¥ -
Mr. McK1erNAN. Itcertainlydoes.

Senator ForerioaT: And therefore. you have ) very strong materlal
incentive to court them ¢

Mr. MoKi1erNAN. A very selfish moentlve, sir i |

Senator FurLsrienr. And thatisall youare mterested in ?

Mr. McK1ernaN. That is correct. ’ N

Senator Furerigrar. Not, concerning the purchase of coffee, I think
the inference could be drawn from-one ofthe- previous comments’in
these hearings that in some mystenous way we are restrlcted to buylng
so much Brazilian'coffes.

Mr, McKiernan.: No sir.

Senator Fursrionr. Thatis not sois 1t?

Mr. McK1erNAN. No Senator, ¢

Sendtor ForsricaT. Alid the' reason that we have not’ been buying
Kenya coffee or Ethiopian coffes or any dther coffee, for that matter
is that because the American taste so far has not exlubxted any. deman
for them ; is that correct § :

Mr. McKiernaN. Basically.

Senator FuLprieaT. But if they wanted it they can get it?

Mr. McK1erNAN. Of course; yes. There is no question that you can
buy any type of coffee in the world today of any of those nations wlnch
are members of the agreement.

Senator Fursriorrr, Yes, When I was in Costa Rica, I ventured to
buy some of the very black local coffee and it was so strong ¥ er¥dn't
11)1139 1dt. I had to give away most of it. Obviously, that was made for

ending.
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Mr, MoKierNaN. And they have that kind in New Orleans and——
Senator FursrianT. It is not to my taste, using it alone, I think it
was obviously intended for blending. or for Turkish-type coffee.
Mr. MoKierNaN. They have this very heavy, very strong—-it is
roasting coffee, a dark roasting coffee, that they use in New Orleans,
for example. ' ) ‘ .
Senator Lone. Well, if I may interject, if you want, strong coffee, I
found out how you can make strong coffee. You just take tired coftee
and if it is not strong enough, you just put some more in.
Laughter.] . | : ‘
enator ForsrieHT. So any implication, I wanted to make clear,
that this is a straitjacket on buying is simply not true. We can have
complete freedom to buy wherever and whenever we want to. And if:
suddenly our demand. develops-in another direction, such as was
touched upon and illustrated just a moment ago-in the case of Kanya
coffee, where the demand to go toward that coffee, then we can adjust
to that unexpected change in demand, could we not? o
Mr, McKiErNAN. Yes, B A TN
Senator FULBRIGHT. - ?f cofrse, you can. put:a-hypothetical; that; is,
if you suddenly. wanted 100,000 or 1 million bags you probably couliin’t
getit. Butthat is true whether or not youhaye an agreement, js it not$
Mr. McK1erNaN, That is correct Kes, and.if you did try-to start a
business in XKenya, cofiee, you. wo‘ul,d ‘have'to generate a demand for it
and that would not happenin6months, ... -~ . .- =~
‘Senator. FuLerigHT. And so the inability to buy would not he be-
cause of the aig'reemen,t,. but becausp of trade practices and patterns
that have develo ;

ped, which do not allow for any unexpected enormoug
increase{ . , Dl e

Mr. MoKiErnaN. Well, putting it another way, the world consumes
about 47 or 48 million bags of coffee a year. And ‘you can huy out
of that 48 million ba,is, ou can have the kind that you like if you want
it, that has been worked out hefore and—— . o

Senator FuLsiroat. But there are patterns that result from the
tastes of various countries. And if Germangeger_fers Kenya coff
then they get Kenya coffes, but it would have been available tOlu{s,ag?i
would be available if e develop a taste for that Kenya—and all of
thatlsamatt’e‘rofta,ste,is,n’t.ltg, G S

Mr. McKierNAN. Yes, sir. ' -

Senator I'urerreaT. And not a restriction because of the agreement §

Mr. MoKmrNan. No. . ° .- .

Senator FuLsrranT, I think'thatisall. Thank {ou, Mr. Chairman,

Senator Dougras. May I ask? Were you finished ?

Senator FoLsriont, Yes. o : ' .

Senator DovarAs. The Senator. from Arkansas was asking you if
yollll did ;mt speak for the American housewife—you remember that
colloquy e ' i

Mr. MoKrernaN. " Yes, : _

Senator FurerigHT. Do you remember the remark that Priscilla
made to John Alden when he proposcd to her on behalf of Miles
Standish?

Mr. McKrernaN, No, sir, I do not. '

Senator Douvaras. “Why don’t you speak for yourself, John $”

Mr. McKrernaN. Oh, yes.

Bor DFow B8lay vAG 3 & rinhew sRewwn ¢ . n2 om sl
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Senator Dovar.as. Now, I am a little bit puzzled by this implication
that the United States has a veto over (a) the fixing and (b) the
adjustment of the annual quota. Did I understand that we have an
absolute veto?

Mr, McKiernan. We have 400 votes.

Senator Dovcras. But where does the decision on the fixing and
adjustment of these quotas come from, by what route?

Mr. McKierNan. It comes from 1,000 votes of the consumers and
1,000 votes of the producers.

Senator Douvaras. Taken together?

Mr. McKiernan. No, sir.

Senator Douvaras. That is just the point. Now, may I read to
vou—do you have a copy of the hearings before the Senate Committee
on Foreign Relations on the International Coffee Agreement?

Mr, McK1erNaAN. I have one.

?enator Doueras. All right. Now, would youa please look at page
20

Mr. McKrernan. Yes, Senator.

Senator Douaras. On page 20 you find a reprint of article 85, which
is the procedure for adjusting export quotas, and I refer you to sub-
paragraph (3) which reads:

All decisions by the council on the fixing and adjustment of annual and quar-
terly export quotag under articles 30, 31, 32, and 34 shall be taken, unless other-
wise provided, by a distributed two-t‘hlrds majority vote.

What is the meaning of this “distributed two-thirds majority vote”?

Mr. McKiernan. Senator Douglas, there are 1,000 votes among the
producers.

Senator Dovcras. Yes.

Mr. MoK1ervan. And 1,000 votes among the consuming nations.

Sengator Dougras. -All right.

Mr. McKiernaN. And you have got to have two-thirds of each,

Senator Dovaras. Well, that is just the point. Now, if you will
turn to page 8. '

Mr. M¢cKiervan. Yes, Senator.,

Senator Dovcr.as. There you have stated subparagraph (11). That
is on page 8 of the hearings before the Foreign Relations Committee
which for the sake of the record I would like to put in. Have you
found that?

My, McKiervan. Subparagraph what? .

Senator Dovaras. Eleven. This consists of a definition of “dis-
tributed two-thirds majority vote,” and it reads there:

“Distributed two-thirds majority vote” means a two-thirds majority of the
votes cast by exporting members present and voting and a two-thirds majority
of the votes cast by importing members present and voting, counted separately.

Well, we do not have a veto, do we? Unless you have a majority
of two-thirds of the exporting nations, do you agree that the quotas
will not be changed? ,

Mr. McKizrnax., Well, if you had 1,000 votes, and then you needed
666 for a two-thirds majority and if you had——

Senator Doueras. Tet me interrupt—well, you say we have a veto,
but if they have to be counted separately, and they do have to be, and
if you have stated that you have to get two-thirds vote not only of

I
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the importing countries but of the producers or the exporters, you have
got to get the votes of both—— ) . .

Mr, McIKiernaN. Both of them, that is right, but if I may point
out——

Senator Detrarss, Now, let me ask you this, How many votes does
Brazil have?

Senator Fursrionr. If the Senator will yield—

Senator Dovaras. My purpose is that——

Senator Forsrigut. You say he said we had a veto. Well, he did
not say that we had a veto on changing it. o

Senator Dovaras. He was talking about the veto and——

Senator Fursrient. He did not say that. And I tried to make it
very clear and I think that the record will show that, that in setting
up the annual program we have a veto.

Senator Douaras. Well, let me read this, then——

Senator FursricaT. But after it has been set up, then, after the
]mvxla' been put in, after the quotas have been set up, the two-thirds
applies—

Mr. MoK1ernAN. That is correct. '

Senator Douaras. Well, let me repeat again subparagraph (3) of
article 85:

All decistons by the Council and the fixing sud-adjustment of annual and
quarterly export quotas under articles 80, 81, 32, and 34 shall be taken, unless
otherwise provided, by a distributed two-thirds majority vote.

‘So, that is the fixing of the annual quotas, they have to be agpr(’nved
not merely by two-third of the importing countries but by two-
thirds of the exporting countries—— _ . o

Mr. McKiernan. Yes, but as I understand Senator Fulbright's
point, if we do not agree, we just don’t vote for it. .

Senator Douaras. Well now, wait. Isit your understanding that in
the November decision, when a unanimous vote was cast by the im-
porting countries to increase quotas but you lost out under thé two-
thirds majority of the exporting countries, that meant, did it not,
there woiild have beeir no quotas whatsoever and—

Mr. MoKiernan. No, sir; Senator. I am sorry, but I have not
made thatclear, We have'these quotas. Now, wecan veto—we ¢an go
back next year and—— | o A NS

Sengtor Déuaras. That is precisely the point, any increise in the
qugta can beonly carried out with the approval of exporting countries
ang~——- .

Mr. McKieraN. By both. L '

Senator Doogras. I know, but the importing countries, naturally,
would be for ‘the increase but the exporting countries might not be
and without their two-thirds vote the quotas could not be increased.
" Isn’t that true; that one point? y ~ o

Mr. McKiernan. That is right. ' o

Senator Doueras. Well, I want to commend you for the integiity
you have shown and the way you have been answering thesé questions.
~ Mr. McKiernaNn. Thank you, Senator, S

Senator Douaras. But I ink that the point is clearly establislied.
Now§ how many votes dons Brazil cast amongst the expotting coun-
tries? o - '
20-282—64——18
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Mlll' McKiernan. I do not have that with me but about 879, as I’
recall. . L _ , o
Senator Dougras. In other words, it has more than one-third?
-Mr. McKiernan. Yes, sir; yes, sir. :

Sehator Dotver.as. So therefore Brazil can— .
. tl:)frt McKiernan. If I may interrupt, the more countries that move
into it——- '

Senator Dovaras. And let-me interrupt, you say that you have 99
percent, over 99 percent already in, so that the 1,000 votes are virtually
exhausted now, are they not ?

Mr. McKiernan. My point. is—for example, when you have
Ethiopia, then they would get votes and Brazil would lose some of
their votes and : ,

. Senator Douaras. Can anybody tell me what the number of votes is
that Brazil casts? ' ,

Mr. MoKiernaN. Iam told that it is 369,

Senator Doueras. All right. Then, if my arithmetic is correct,
369 is more than one-third of 1,000.

Mr. McKikrNAN. By 35 points.
Senator Dougcr.as. Now, by 8514 points——
Mr. McKierNAN. Yes, sir. . , .

Senator Doucras. Therefore, Brazil can veto any attempt to in-
crease the quotas. '

‘Senator rroT. Would the Senator yield ¢

Senator Douaras. Yes. ﬂ :

Senator FuLsriguT. After quotas have been set on an annual basis
that is quite true, but thess quotas do not last for year after year., We
can prevent any quotas from being set by the exercise of our veto.
Thers is & review on an annual basis and there has to be an agree-
ment. And of ‘course Brazil can .veto—but tho point is that once
quotas are accepted, then are valid during the year by a two-thirds
voté they are changed. ~ And so we also have a veto on their changing
thequota. - » o o, .

S?xp'p‘ose, for example, that the producers coms in and say that the
quotas are too high and they want to reduce them. We have a veto,
rom that point of view we can prevent the change. o

_.'Senatéor Douot.as. I think we can prevent a decrease in'the quota—
but the point’ that I ‘am trying to make is that Brazil can prevent
an. increase in-the annual quotas because paragmph (3) says that all
decisions by .the council on the fixing—and I emphasize that word
“fixing”—of the annual quarterly export quotas shall be taken by this
distributed two-thirds majority vote. And that means two-thirds of
each, taken separately. - . .. T

'And coming back to November, even though all of the consuming

countries were for it, 379 votes preyented it. o S

" Mr.MoKmernaw. Colombia——m -~ "
Senator Douoras. And Costa Rica. And Colombia—she is a large

producerf .. . .. ... L

M. MoKrernan. Colombia is the second largest. -
Senator Dovcras. And there'is Hondutas and Guatemala and El

Salyador—how many votes dothey havet -

" "Mr.. McKiernan. Colombia, 127; Costa Rica, 24; Guatemala, 32,

Ecuador, 18; Tl Salvador, 34; Mexico, 36; Nicaragua, 14, Panama,
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5; and Peru, 17. I think I have touched all of the Latin American
nations, Ly T : . .
Senator Douvaras,- Well, if my arithmetic i correct.and excluding
Ecuador these countries have approximately 233 votes. and if we jn-
clude Ecuador, then it is 269—not quite one-third. It may well be
but in the fixation of the original quota, the point I am trying tolabor
is that by the refusal of one country, Brazil, or by a group of countries,
jou can prevent, or they can prevent quotas from being increased and,
with the increase in population and the increase in the demand for
quality, then the price can be raised and—-— . o o
Mr. McKrernan. Senator Douglas, if that happens I would be the
first one to come in—Senator, we just would not tolerate it, because
they would be trying to force the prices up and we are not going to
have that if we can prevent it, . o ‘
Furthermore, from a purely logical point of view, a producing na-
tion who depends basically upon coffee will not try to hold down its
exports. ) R
Senator Douvcras. Will not? Well, the record of Brazil in the past
has been replete with attempts to control the world price of coffee
by restricting exports and restricting plantings and production.
And I might inention here, sir, that the Deputy Assistant Secretary
of State pleaded ignorance on the .past performance of Brazil, he
didn’t know what they had done prior to 1958.. And of course even
a casual student.of the subject knows that this has been their (s)olicy
in the past. And sporadically it has worked to some degree and also,
because of this policy of Brazil, because Brazil has held up this: um-
brella, so to speak, of high prices over coffee, then other countries,
Colombia and eountriés in Central Americd and others have come in
and taken advantage of those prices fixed by Brazil, and I presume
that is one of the reasons for the International Coffee Agreemént.
Now, in other words, the result is not to creaté a Brazilian coffee
cartel but an internationa] cattel, as the Senator. from Connecticut
has said, and so they would control the whole works. I don’t know
whether it is going to work, because there are countries that perhaps
may break away, espedially countries in Africa. They may break
away, but there is every effort being made for them not to break away
and we are going to.be brought in, as has been pointed out already, as
the enforcing agency; to kesp them from that... . el
This is to say that countries outside cannot send coffee in-and :that
exporters from inside countries cannot bodtleg-coffee into this connt
or that country. Control is the whole thing, that is the issue andr%
can.sée from the. standpoint of.internatiénal ‘policy and from ‘the
standpoint of good relations with. these countries—and I.can see the
advantages to wealthy groups in Latin America, I can see the:ddvah-
tages to them because.of this, because this is, going to pour hundreds
of millions of dollars into the pockets. of the wealthy: planters each
year. But is it wise from the standpoint of the American consumer?
That is something else again. R T
Mr. McKiernan, If T may, I would liks to telk to the point. that
you initially made. . S Coi e e
Senator Rinrcorr. If the Senator will yield. The distinguished
chairman of the Foreign Relations Committee tried to describe you as
representing solely the Américan consumer. Now, frankly, the coffee
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agreement was almost lost last year on the vote in the Senate. I will
be very frank with you, I think it is-very doubtful whetlier this bill
daes or Will help the American consumer, but, I mean: this, that I was
widér the impression that tl:é purpose of this was connected with ‘our
international relations. o L e '

- "Now,if the chdirman of the Foreign Reldtions Committee now tells

mié that it has nothing to do with international relationships, I will

defiiiiteély vote in this committee againstit, = - - '
Now, sir, what I would like to find out from you, in your relation-
ships with people in the coflee business, and I assume that you have
had dealings with peoplé i producing countries as well—is that
correct ? T . CE

» Mr. MoK1ernan. Yes, sir. e :

- Senator Risrcorr. So‘during those conversations you have probabl

come to know how they feel, their attitude toward this country. 1Is

that correct ¢ o 4 '
“Mr, McKiernan: Ithinkso, Senator. . e
Senator Risicorr. You are in business, and from my experierice I
find that many of the businessmen who are engaged in intérnational
trade are' much more aware of and knowledgeable of those things than

. some. people-in the State Departmént. - And you are knowleggseable

about the reactions of South Americans, of peoples in these‘countries,

~ the coffee-producing countries on the impact of this on our relations,
are you not# : - A - o

- Mr. McKrrnan, Well, I'do know enongh producing people and

businessmen in Latin America X think to have an opinon, yes, sir.

- Senator Risrcorr. What-do you think would be the effect of the fail-

ure of thé United States to participate in this; from what you know

and. understand from your connections in'South America; on our rela-

tionships in Sotth America # : : S
i"Mr. MoKrernan. I would be very happy to answer that. But:I

w&;ptt;"td reiterate again that I did not come here to talk international
01108.’ ) . R i -7"‘,,""\_"""-*'.

p-'«Senator Risrcorr. I am'not asking you to'talk internationdl politics.

But I tvant your opinion. We have had opinions, we -have had.them

from the State Department, we have had them from-others; we have

had opinions that were handed down from Washington, but I want the
attitude of the businessman and so I am asking for your opinion. :

h Mr. McKrernAN. My opinion is that this-would do a: great de:'zl;of
arm. : e o R PP
~Senator Risrcorr. In other words, you agree with Secretary Harri-

man:when he gave his statement before the coinmittee the 'other day

wher he said: T e A AN

“*Y cannot overempliasiz6 the fmportance to our political reldtiond With''the

developing countries, and with Latin Ameriea In particalar, of vur'contitiued

Lo B T
+ [

active paxticipation in the Ihternational Coffee Agroement.: -+, i =i . 'l 5,
Youa with that ? v b T

’a"Ml'.?bi%%ERNANE“Y%,‘ﬁ!‘.” Bl Dy . ,-::/"!"-1'(..'1!«’. .
Senator Rmicorr. And do you agree when ecr‘etat'j{ "Harririan
id»::zr:tr':' ST ‘,fsin'{ PR rajerrpt ity V! BOSL AT PRl ST LTTARTES

A O I P Y I R A R L N T WI I R TORI XN ::l:{:‘;/
"E‘allixre.’ff hé United Stated Lo htinue ab An éc\l} s imamher of the dEidement
o0 ba S thiat: dAIaETg. DIoW (0 ICLE sotatios it the der ot e uie
especially of Latin America, and to the Alliance for Progress.
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Yousay you agree with that? Do you?

. Mr. Mclgummx. I certainly do agree, Senator. - ..

Senator -Risycorr. So you do believe, personally, you ngree wnth
Secretary Harriman, that there are international 1m5)hcatlons in the
agreement, beyond that of just the American situation

Mr. McKmnNAN Senator, do not forget that coffep is o $1. billjon
product that comes into the country. from those nations and an thl tg
that affects a $1 billion business—those countries are materia
fected, therefore, that.country cannot help but be affected pO]ltlcall
and economlcally and invarious other- ways«—thxs, coﬁ‘ee, is the sta
of life in those countries. o : H

Senator Risrcors ‘That is all. Thank ou. :

Senater Lone. (presiding). Well, thunk you very much There
AT No More questions.

Mr. McKErnAN, Thank you! .

Senator Lona. The next witness is Mr. John T. Daly representmg
the Consultants on Latin Amemcan 'I‘mde, N ow York Cxty. Mr Daly,
will you come forward? e

STATEMENT OF IS ORN T. DALY CHIEF CONRT TANT OF GON'SULT-
ANTS ON 'I‘IN AMERIGAN 'I'RADE, NEW YORK, N.Y.

- Mr. Dary! Senator, 1 hgve DR I Would hk 0 dehver
. Senatoy’ LoNg, Yes, si A ‘
Mr. D X. Thanpk
My-name is Joha T.
Amgrigan Trade, and %
busingss for over 80 years iy ?
I am pone; if inof: the best

sutfant of Cousu]t ts,on Latin
v been in\the coffee
it. I daresay.that
top/coffed expert before these

hearipgs. To am unbiased, indppendent,
and yithout ahy of) coffee, whether up
or'dawn., Of Y ore than to see the
small strugg' 0 . umble workers onfthe lar,

v satisfactory financi

monoNthic &segla, tatic

reward b syofit argin over the

actual costs of productxon ot s s bxtortioys and goug-
ings of producers an oons ors ‘sl mmm from najve statesmen )
and greedy, foreign mentaY politicigns,
+.. I do not Rell or trade ative ¥
York Coffee E xchange, a]though Tam techmcally ell versed in, dnd
fu]ly aware of, Ak he intricate operations and mptfipulations invo olved.

I sell actual coft@eythe raw, green produgt«”I do not benefit per ee
from the price, whether ~is 31 _per peurid or 10.cents per pound be-
cause I receive a fixed brokerage, not on percentage, but a'flat 25 cents

p;u bag of 132 pounds ~“When I sell 100 bags, I am pald a brokerage

The ob ect of my. testnfymg before your exalted oommlttee, whlch
will hsten to several other citizens, more important than I, is:in order
that the Senate'may approve, disapprove; or modify H.R. 8864; . This
'bill oreates; surreptitiously, import quotas to restri¢t the quantities of
coffee to be introduced-into the United States for public ¢onsumption,
‘The limited quantities, which are to be'allowed;into this country, will
be fixed by the International Coffes Council in London, ‘England, in
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which the United States only has 40 percent of the “consumers” votes
and no voice or vote with'thie “producers” votes. Any decision must be
approved by two-thirds of the total votes—1,000 of the protlucing coun-
tries and 1,000 of the consuming ¢ountries. ' g ‘

Senator DoucLas. Now, wait; that is not strictly correct, is it-—not
two-thirds of the total, but two-thirds of each?

- Mr. Dany. It must be approved by two-thirds of the totdl votes. In
other words, it'is two-thirds of both categories. : :
‘Senator Dougras. That is the point.

Mr. Davy. That is right. o

Senator DouvcLas. You have got to get the two-thirds majority vote
of them combined. ‘It works out that you have to get two-thirds of
each; isn’t that true?

Mr. Davy. That is true; yes, sir.

- Senator Dovaras. Thank you.

Mt. Davy. Our cowitry is helpless. It has surrendered its sover-
eignty due to the fear of losing “friends” abroad. - - .

If I recall correctly, witnesses here yesterday affirmed that the U.S.
400 votes, together ‘with'the votes 6f only one other consuming coun-
try, could veto'any decrease in quotds, ‘Clause 12 of the agreement, in
my interpretation, contradicts this. The only other consuming coun-
try, the Federdl Republic of Germany, with the nhext lntgest vote of 85
votes, mathematically or otherwise, could not- )o‘ssibl?{,add up to the
necessary 667 votes for a two-thirds majority absolutely required.

' The executive branch of our Government, inspired by the loftiest
ideals of huthan solidarity; hagdhwittingly fallen inté-the niost subtle
trap of the subtlest of foreign: diplomats, if it, thatis, our executive
branchj insists in blindly pushing for the approval of H.R. 8864 by
the Senate, without amendments. ' '
" We are not exactly discussing, I am afraid, the-technical problems
- relating to coffe¢ produétion, distribution, roasting, or biewing. The
Erbmin,ent‘ gelitlemen who have been ‘¢alled to speak in favor of the
ill, and the Coffee Agreement; are simply diplomats, nen interested
in pledsing Africa, Latin America, and the rest of the coffee-producing
countries, With due respect to them, I have to say tliat they are not
taking—do not take—into consideration or defend the real interests of
our American people at large, of all the consumers of coffee. *

" The current liigher retail prices of coffee, and the much higher
prices we shall soon see, are exclusively due to the mschinations of
coffee-producing countries, tolerated a,nri’ abetted by our Statc Depart-
ment. Our importers, our brokers, and our roasters are not to blame
at all. They have to pay higher prices and naturally to increase their
selling prices in proportion to those higher Government-sponsored
prices. Our (overnment, which boasts of defending consumers, is
closely associated with a group of foreign countries in a conspimc{r) to
increase coffes prices. Some of the brainwashed officials of public
relationis men might now come with the stale story of the magic,
mysterious disappearance of the 80 million bags which the producing
countries allegedly have stored as surplus from overproduction.
. These 80 million bags were the tool, the ghost which served to con-

vince our State Department officials that they should sign the
agreement. - ’ ' ’ SRR o
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Now they, our officials and the foreign ofticials are spreading, with
fantastic ability, the legend that the%?igher and higher prices for
coffes are due to droughts, fires, frosts, and so forth, in Brazil. They
also say that the damage to crops in Brazil—not in the other countries,
because no storms, fires, or frosts castignted any other coffee-pro-
ducing countries—will reduce the world’s available coffee during at
least 5 years. All right. Then, if the International Coffes Agree-
ment and its ill-begotten child, the International Coffes Counell in
London do not affect prices, do not help to stabilize prices, let’s elimi-
nate both of them and avoid indefinite entanglements.

Honorable Senators, please, do not be frightened by the fears of
re})risz}ls in producing countries or by the bluffs that they will turn
left, right, or go in circles, because we want to keep our decisions:and
our destiny in our own hands. We have survived successfully that
waly since George Washington created our Nation. = - S

and my associates are not against sound help to friendly nations.
Our Senate and. House of Representatives will wisely decide as tothow
far we should go in giving aid to underdeveloped countries; that is,
how much money and credit should be facilitated and under what
conditions. The Coffee Agreement, on the other hand, is a sur-
roptitious way for the United States to sign o blank check in favor of
a number of African, Asiatic, and Latin American countries, giving
them the authority to decide how much money they can physically
take from the pockets and purses of our citizéns,. ~ . ... - T

We believe that foreign aid should be planned, approved; and fur-
nished openly. The moneys.come from ‘the pockets-of our people.
They are entitled to know about it.. By allowing the jacking-up of
coffee prices, we are also taking away money from our people, without
frankly informing them, without any law which would establish and
fix the prices; the amount of such a hidden tax.. -That is not the Amer-
ican way. It is not honest. - It is dangerous. It is unnecéssary.. ..

When I said before that our Government officinls apparently ‘did
not know what they were doing, what they were signing, I did so
because I have many proofs. %‘}13 time-is short and -your patiéhce
cannot be inexhaustible. But I must say something very important:
. Under date of May 10, 1963, just before the U.S. Senaté gavé its
provisional approval to the International Coffee Agreement, our Sec-
retary of State, Mr. Déan Rusk, wrote to the Senate minority leader,
Mr. Everett Mckinley Dirksen, as follows: : -

I belleve this agreement is essential if the persistent' downward trend, in
coffee prices Is to be arrested. * * * Stability in foreign exchange earning .is
the firm foundation needed for our sustained efforts to help these countrles to
help themselves. The objective of the new International Coffee Agreement is
to stop the long-term decliné in revenues from coffee exports by stabilizing prices
at a level no lower than the general level of coffee prices in 1962, This price
objective 18 considered to be a modest one, and would not result in penalizing
coffee consumers in the United States. Under current supply and demand con-
ditions the new agreement will, in fact, perform very well if it is able to stop
the persistent decline in coffee prices. We see no possibility in the immediate
future of ralsing coffee prices by means of the agreembnt. * * *' Thé provisions
of the agreement itself also provide adequate protection to the ‘Ametlcan con-
sumer -against unwarranted price increases. Under the agreement, export
quotas are intended to control the amount of coffee that may be made available
to the mdrket by producing countries during a given period, and thus they
directly Influence price. ‘
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No matter what elegant. easuistry is used, as our Secretary of State
Myr. Dean Rusk guaranteed, the facts are that instead of cofleo prices
having been stabilized at the 1962 levels, these prices began to in-
croaso sinco shortly after the inception of the coffeo agreement, I
have a chart showing the increases in prices of imported raw coffecs
betwesn Soptember 27, 1962, and February 21, 1964. We, the Amer-
ican people, are paying over $410 million in excess over the 1962
figuroe, por year, and the end is not in sight. That was IFebruary 21,

The bill ¥I.R. 8864 must bo modified or supplemented. It isintended
to create floor prices and to open the door for future increases. There-
fore, and by elementary considerations, it should also create ceiling
prices. In the meantime, for the immediate future, the U.S. Depart-
ment of Agriculture should be ordered, no matter how reluctantly it
would react, to start studying the costs of production in overy coffce-
producing country, so that after the preliminary period of 1 or perhaps
2 years, the United States and the othor coffee-consuming countries
would have in hand the basis for fixing or granting prices for coflee,
including a reasonably favorable margin of profit for the growers.
This crazy idea of blindly increasing prices cannot be tolerated.

In this respect, I have good news from 13 Latin American coffee
producing countries whose spokesman is the Federacion Cafetalera de
America, Fedecame (Coffee Federntion of America), with headquar-
tors in Snan Salvador, Central America. That Federation is formed
}?' Costa Rica, Republica Dominicana, Ecuador, El Salvador, Mexico,

uatemala, Venezuela, Haiti, Honduras, Nicaragua, Panama, Peruy,
and Puerto Rico.

In Fedecame’s Bulletin No, 618, February 14, 1904, they suggest the
followix;ﬁ maximum prices for all coffees, after accepting the princi]ple,
suggested by me and my associates, of fixing prices once and for all, to
avoid constant bickering and also to try to eliminate the worries of our
high officials in charge of the African, Latin American, and other cof-
fee-producing areas (imported, green, raw).
21African Robustas, they went to 45 cents a pound. In 1962 it was

conts, :

Brazilians went to 50 cents a pound and it was 33 cents, that was the
pricoin 1062,

Central Americans, etc., Fedecnine, they went to 60 cents a pound
and it was 30 to 34 cents a pound in 1062,

Colombians went to 65 cents a pound and it was 40 cents in 1962,

This of course would mean an additional drain of several hundreds
of millions of dollars which would force rossters to increase retail
prices and would weaken our dollar-gold reserves. What I like about
the Fedecamo suggestion is that it is the first sign of a willingness to
stop the unlimited exploitation of our patient, perhaps, too naive,
people.

Attached to the original of this, as my substantiating writ/ n state-
ment for the record, is the photostatic copy of the statemeut, dated
January 1964, addressed to Chairman Byr({ and sent also to each of
tho othor 99 Members of the U.S. Senate.

Thank you, gentlemen.

Senator Lona. Tet me ask you this question, Mr. Daly. You men-
tion;)zggwlmt these people suggested and you showed what the price was
in 1962,
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Mv. Dany. Yes, Senator.

Senntor LoxNa. Is not,that prico on tho avernge above what we are
presently paying for coffeo?

Mpe, Dany. Theso priceshere?

Soenntor Lona. Yes. :

My, Dany. These prices, yes, they ave getting very close to it—DBrazil
has alveady. hit 0 conts, according to the New York Times this morn-
ing, lzm;l tho Wall Street. Jowrnal.” So that objective has already been
reached. .

Contral American has not. quite reached that level, that delightful
level of 60 conts, nor have Colombians gotton up to 65, but I think
thoy are all merrily on their way.

Senator Loxa. Well, now, wﬁnt do you think wo might be able to do
to {)rolo,cb the price of coffeo for the American consumer ¢

Mz, Dary. Theonly way that this continual threat of constant price
increnses can bo arrested and protected for the consumer is to establish
on tho upper side ceiling prices to offset. what the agrecment estab-
lisheg in the way of a floor price.

Senator Lona. Well, I would be curious to know what your reaction
wonld he to the possihi‘lity of stockpiling coffee in this country so as to
discourage some of these speculators and to protect the consumer from
price gouging when coffeo1s in short suppl%.

My, Dany. I would bo dead against it, Senator, because that would
be against free enterpriso and wo would be starting other ratholes—I
mean, wo have enough of our own trouble with stockpiling what we
produce onvselves, and we would be adding to and abetting and encour-
aging foreigners to overproduce and bring the stockpile in here and
pour our money into it.

Senator Loxa. Well, the only thing that I had in mind was to point
out. what happened in the sugar field. As you know, we had a bad crop
year because of bad weather and so on, and so the sugar prices went
up from about 3 to 13 cents on the world market.

Now, the countries that had agreed to sell us sugar had not agreed
to sell that sugar at any particular price and as u result, while we were
protecting their price in the event there was a surplus on the world
market, we had no areangement whatever for them to sell to us at &
reasonable_prico in the event that sugar was in short supply.

Now, if wo had any kind of n stockpile here, we perhaps could have
been able to protect. ourselves against that,  And 1t seems to me per-
haps if this Nation were to embark on a program to try to assuve these
people of reasonable prices for coffe, wo should have some protection
in times whon cofleo 18 in short supply. Without any such protection
in th event. of a short coffee crop, then the producing nations, would
bo in o position to charge exorbitant prices on coffee, as they have done
on some occasions when the prices went. above 75 percont—and I take
it you arve against: the charging of exorbitant prices. ..

The thought in my mind was, that with all of these commodities
that we have in surplus, enough wheat for a whole year; for example,
perhaps weo ouﬁght to trade some of our wheat stockpile off for some-
thing that might be in short supply, such as coffes, and keep a stock-
pile on hand so that we could dig into that stockpile in the event that
coffee prices went to the ceiling,
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Mr. Dary. Senator, you have a splendid point there. But under
this agreement, if we get into that straitjnoket, we could not stockpile
any more than this Council decides should come into this conntry for
a 12-year.‘{;oriod by quarters, so you could not stockpile beyond what
thoy would permit us to import. o )

Senator Lona. Yes. Well, of course, the thought that I had in mind
was that since this Nation must import all its coffee, we should have
at least some stockpile in coffee. Then we could reach in, as & means
of protecting our consumers a%ainsb high prices. If we had n stock-
pile that would last for about 8 months, we could dig into that when
the prico goes to the ceiling. And we could have done that with sugar,
toogf wo had had that stoc File. ’

Now it.secems to me that if we are going to gmtect. the price, it might
be.well to have a stockpile over here, enough to carry us along for a
fow months in the event that thinﬁs got out of hand. From my point
of view, I don’t ses why we should leave this country at the mercy of
speculators and other exploiters in the event of a short. supply. And

do not object to protecting their price, but I object to us being gouged
nfter wo did protect their price.

My, Dary. Well, fundamentally your reasoning is sound, Senator.
and so far as sugar is concerned—and having been an adopted son o
Louisiana for half of my life and having spent the best part of my
life in good old Louisiana, I agree thoroughly with you as to the desir-
ability of any kind of arrangement so as to have a brake on uncon-
scionablo speculation hy having that supply that would pravent that
kind of gouging of consumers.

But what I am pointing out is that if we ratify this agreement
without any implementing legislation of such—with what you might
call & desirable amendment, then we cannot stockpile the coffee and we
are at the moroy of the people who would be manipulating under this
agreemont. , :

On'the other hand, I would ask you, have you any ideas as to who
would finance this so-called stockpile, would it be your suggestion that
it should be free enterprise, our merchants importing, with banks, or
the U.S. Government { '

Senator Lona. Well, if we decided we wanted to do it, there are all
kinds of ways to do it. In that capacity, I feel somewhat like the
client that I once had who wanted me to draw up & corporation charter
when he wanted to start a small airline. en I asked him what
classes of voting stock he wanted, he said, “Well, that’s why I hired
you. What I want to do is do the overall policy. You draw this
thing up the way it should be drawn.”

And my reaction to that—you can guess what it was.

- Now, we have some stockpiles that are greatly excessive ns com-
pared to our neeads, for oxm.nrle the surplus agriculturdl commodities
that we haye on hand, which we produce here. ' The simple way to
do it woild be just to trade off, even on a'barter basis, althongh we
might want:the merchants to do the milling and the handling of it for
you, whatever excess we have from one stotkpile or another, and use
that to acquire something that we might be in short supply of.

For example, we don’t have any stockpile of coffée, and we'might
find ourselves in need of it. So, instead of our having more wheat or
corn than we could eat in a whole year stockpiled already, it might
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be bettor to trado off sonte of that for somoething that woe really do hot
have enough of to last us for 6 months, or something that we do not
produce here, , :

Mr. Dary. Well, may I say that I %'o along with that thought and
that desirability, But I say again this agreement will prevent that,
and I would be in favor of bartering provided that the U.S. Govern-
ment does, with what you might call a necessary evil, if it uses private
morchants undér the principles of free entefprisc to move our domestic
snmluss)roducts out into foreign countries, and, by tho same token,
I would like to see such commodities as coffeo or sugar, stockpiles built
up here, also brought into the United States through private mer-
chants under tho principlo of free enterprise and not like in' the case
of cortnin quasi-governmental organizations in New York—thoy have
titles, they have been doing business herve since 1946 without incor-
porating, without paying any taxes, and eliminating our own Amer-
1can taxpaying merchants, and I will give you the nnme for the record
of ono of those amiable and notorious institutions, it is called the Na-
tional Federation of Columbinn Coffes Growers at 120 Wall Street,
New York City. -

I believe that our exceutive branch should see to it that that outfit
incorporatea or registers and pay taxes, because it has been doing busi-
nessdomiestically inside the United States. Lo

Senator Lona. Well, I personally feel, Mr, Daly, that one of these
days the American people are going to'rise in' theit wrath against
officials in the executive branch of this Government who nogotinte
these heads-you-win, talls-I-lose contracts, ' -

I have no objection at all-to protecting the price of cotfee for, the
benefit of friendly countries. - T do'object’to any kind of arvangoment
whereby America goes out and guarantees'that we are going to pa
more than the thing sells for on the world market, and then: proceeds
to leave tha contract' open on the other end so that when the oppor-
tunity comes to gouge us, they can gouge us world without end.
_Now, that is whit Imp‘)ened under tho sugar agreement.  We gave
these'peaple four snd a half cents for sugar that was anticipated to
soll at 8 cents on the world market. This is foin t6 make for them
hundreds of millions of dollars of income which thiey could not have
dorived otherwise. And, as it turned out, sugar become in short sup-
Hly and we wound up pulying 13 conts for something that we were

oing somebody a favor to buy at four and a half, . ,

Now, all that we had to do is write into the contract that thay had
to sell it to us at four and a half and you would have protected the
American consumer. But if you don’t want to work overtime to
protect your client he is simply loft unprotected. Of courso, down
my way wo have laws that put lawyers in jail for deliberately drawin
contracts that fail to protect the cliont who is unable to protect himself,

‘When somebody presumes to speak for the American people and
draws up contracts and agreements that protect the other peoplo but
fail to protect the people whom they are supposed to represent, it
scoms to me that falls somewhat in the same category of a lawyer
who re?resents an infant clild and proceeds to draw a contract that
strips that child of all of his assets; That type-of thing I'do not np-
prove of and T don’t think that most people would. P
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M-’f Lty
And, what is wrong with this agreement, in my opinion, is the failure
to protect the American people against exorbitant coffee prices. , Rea-
sonable coffee prices, this country has no objection at all. Exorbitant
prices are something else. D
. This theory that what is good for the other guy is necessarily.good
for us is pretty ridiculous. The American people are getting disgusted
with that,and I can’t blame them. ‘ o .
 Mr. DaLy. Well, most assuredly, Senator, and may I say that I
am entirely and heartily in accord with reasonable fair prices, but, as
Socrates would say, “YVﬁat istruth ¢ ‘ ,
What is a fair price unless we have experts go into the field and
determine the actual cost of production? Then, when we have the
actual cost of production, if we can get that from this august body, the
Department of Agriculture, and then we can come back and be able
to talk intelligently and not go blindly and then decide by open nego-
tiation how much profits do they want over the cost of production to
determine a fair, just price. , .
And then they talk about the unfair balance of trade, or imbalance—
I say, “Whatever profit they want on their coffes, if it i3 50 percent 100
percent, OK, boys, we will give you that, but you will have to pay the
same margin of profit on the commodities that you buy from us.” Oh,
no, we are naturally generous, _
enator Lonag. Well, as far as this Senator is concerned, I would be
willing to pay more for a'.commodity if those people would. Ay more
to those underpaid peons who are working in those fields and on those
plantations producing the commodities. o
But if all they are going to do is take that additional cash and stash
it away in a bank vault or send it over to Switzerland to be put in de-
posit somewhere, and the Communists take over the country after
they get through exploiting both us and their own workers—that, to
me, has very little appeal. , 3
- -So I expect that you and I, that our opinions are pretty much the
same on this overall problem, - . . C
I have no other questions, but I would like to be sure that your letter,
addressed to Senator Byrd, is printed in the record at this point, and
I thank you very much. ‘ ; .
(The letter referred to is as follows:)

CONSULTANTS ON LATIN AMERICAN TRADE,
Xew York, N.Y., January —, 196},

The following is the testimony which the undersigned would have
submitted at the hearing, to which he was Invited, originally called
for on December 16, 1043, but later postponed. Please include the

- following in your records. When the new date is fixed for the hear-
' ing, he shall be glad to submit further testimony.

Hon, HARRY Froob BYBD, .
Chairman, Committee on Finance,
U.8. Benate, Washington, D.O..

TiE DANGEROUSLY INCOMPLETE INTERNATIONAL COFFEE AGREEMENT
. BLIND SURKRENDER OF FSSENTIAL AMERIOAN RtoHTs »

HELP TO FOREIGN COUNTRIES MUST NOT HURT OUR PEOPLE

DeARr SENATOR BYRp: Your exalted and all-important commfittee deserves com-
mendation for allowing independent witnessps to testify before vating on H.R.
8884, the implementing leglslation proposed for the International Coffee Agree-
ment. This, even though the invitations allow such a short time for the presenta-
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tlon of statements. The subject is of unquestionable urgency for the Anmiérican
people at large, not only because of the amounts of dollars.involved (hundreds
of millions) but because, unless some changes are ingde in the enabling bill,
our Congress would give carte blanche, a blank, signed check to a group of
foreign countrles—Afrlcan, Aslatic, and Latin American—to declde how much
coffee we are allowed to import and consume, and at what price, ‘

The International Coffce Agreement was originally and provisionally signed
at the United Natlons in September 1962. The Uiiited States and some other
countries sigued under the tacit condition and thé understanding that the respec-
tive governments would have to submit the agreement to their Congresses or
parliaments for approval, ratification, and implementation, Some obsessed
partisans of the agreement have been maintaining that 1¢ could not be modified
nor altered in any manner or form, but their viewpolnt has been utterly
destroyed by the fact that both the U.S. Senate and the House of Representatives
decided to reduce the duration of the agreement from 5 to only 2 years. '

Other persons favoring the agreement, several of them Government officials,
perhaps insuficiently informed as to the real meaning and intention of it, or
perhaps docllely following the shrewd and experienced forelgn diplomats and
thefr public relations agents, repeatedly stated before the respective Sénate and
House committees that the United States had enough votes, enough basic power
under the agreement, to avold arbitrary limitations or restrictloris on the
importation of coffee into the United States, In other words, that the United
States could readily force the increase in the import guotas, so as to' avold
an artificial searcity of coffee which would push prices up., ,

The International Coffce Agreement qrdered that its headquarters should be
located in London, England, under the title, “International Coffee Council,” even
though the main coffee trading center of the world is New York. '

At its first meeting, the International Coffec Council fixed the world's coffee
export-import quotas. The basis of the grand total was the volume of coffee
consumption, -less 1 percent, In this way an initial scarcity of coffee wus
created and the results have been increased in the prices, unjustified because
there are ample supplies in Brazil, Colombia, and other countries, enough to
satisfy any additional demand for a relatively long time. 'The obstinate, lilind
friends of the agreement claim that recent drouglit aind fires in Brazil have pro-
duced a scarcity and relleved the pressure of excess stocks in the world’s markets.
This 1s wrong, or rather false. It is the eternal psychological warfdre to deceive
the consumers,

When the producing countries wanted to secure the cooperation of the United
States'and other consuming countries, they propagandized the "tremendous over-
production and backlog” of coffee. Now that they have in their hands the control
of the world’s coffee market, they claim that, by a fantastic miracle, those
enormous stocks have disappeared overnight, and that the American and other
consumers must pay higher prices or go without coffee, . . C '

_The first test of the so-called power of voting or power of ‘veto of tiie United
States came rgcently, when the United States and other large consuming countries
went to the second meeting of the Intérndtlonal‘Coﬁ'egi ouncil in London, to
propose an increase in the export-import Ggjt\),otas. to take care of the real volume
of consumption, and to put a stop to a serles of price advances. The Uiiltéd States
suffered a complete defeat and it was proved, once and for all, that thé agree-
mont has given the coffee-producing ¢ountriés the complete’ domination of the
trading, of the volume of transaclloxi’s. and the prices. o

Far from our intentlon it s to fight, deny, or hamper any legitimate, mutually
convenient form of help to certain underdeveloped countries. We conslder
that @ sensible stabflization of the commodity pilces mighit be desirable, without
hurting the congumers, the principles of free enterprise; or'the rights ¢f our

great Nation.
- However, we.very strongly question the soundness of the International Coffee
Agreement, unless it is adequately modified or compléted by the U.8: 'Senate.
We, the American people and Governmept, must have thé right to bay what'the
maximum l;rxce shoyld be, just ds the producing coun{ties have the right to say
what the minimum price shouldbe. =, .~ DOt e
In this respect, we belleve that a speclal bill, améndmett, of resblatibii'should
be approved by the U.S. Senate, requiring or demanding that the executive branch,
perhaps the Departments of Agrlculture and of Commerce, send a mission of
experts to the producing countries, to find out and establish what the actual cost
of production of coffce Is. Once we know this, we, the United States, could decide
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as to what markup or profit should be graclously allowed on the coffce we buy—
worth over $1 billion annually. _
.A,“T%e‘fcircumstaqces‘_gmrrou’ndlng this agreement seem to smell of farce or
fraud. = All the doublé talk, ambivalence, equivocation, and even perhaps over-
zealous and enthusiastic prevarication, can be proved by the record, The Ameri-
can people hatve beeri befuddled as passengers to fairyland. In their dual role
of ‘éénsumers -and taxpayers, they are belng taken'for’'a double ride. Let’s
take a look at the record, as was recommended In other cases by one of our
notable, Jate lamented, hard-boiled statesmen. The Americans, as taxpayers, are
shaken down on-the costs of direct forelgn ald. As consumers, they are pocket-
picked Indirectly and hiddenly by the price rigging, without limit, of the cartel-
ized coffee agreement. To wit:

. The Congressional Record and the reports of Senate and House committees,
since March 1963, will reveal and prove all the misstatements and misrepre-
sentations, including the falsities, namely : (1) that the agreement was designed
only to “stabilize” prices at the September 1062 levels, (2) that the United
States “controlled” the necessary votes to fix the quotas so as to prevent price
increnses, and (8) that the ingtrument of ratification of the agreement would
not.be filed by the United States, with the United Nations, until our Congress had
acually enacted the implementing legislation now pending in this hearing before
your committee, . ‘

There is no effective provision in the agreement to stop unfair and unlawful
competition against the Amerlcan coffee trade; namely, the competition of for-
cign entjtles which have beeh doing business inside this country, making thereon
millions of dollars in profits on coffee transactions, without incorporating and
without paying any taxes. We refer to one of those entitles in the guise of the
Natlonal Federatlon of Coffee Growers of Colombia, with offices at 120 Wall
Street, New York City, whose own Colombian Appellate Court ruled that {t,
the federation, is a private organization. i

We repeat .that there are no safeguards in the agreement to put a halt to
such outlaw forelgn invasions of our domestic markets. Furthermore, our
Departments of State, Treasury, and Justice, as well as the Federal Trade
Commisslon, despite the documentary evidence furnished to'them, have been
doing nothing for over 5 years to correct these scandalous irregularities.

Very respectfully yours, ‘
Joux T. Davry, Chief Oonaultant._
(‘The following Department reports are made a part of the record :)

DEPARTMENT OF AORICULTURE,
Washington, D.O., Deccember 12, 1968.

Hon. Hazry B, BYRD,
Chairman, Committee on Finanoe,
U.S. Schate. '
DEAR Mn.-‘(énunuw : This'Is 10 Feply to yout letter of November 18 requesting
our views and recommendation on H.R. 8864, a bill to carry out the nbligations of
the Unfted States under the International Coffee Agreement, 1062, signed at New
Yqrk on September 28, 1062, and for other purposes. S o
. .The Pepartment of Agriculture supports the bill, We belteve it would provide
the,‘necessa;yleglglnuoi;,‘for tmplementing the International Coffee Agrecment.
., ‘Regarding speclfic sectlons of the bill, the certificate of origin requirementis
necessary to éffectively adminigter the e‘xPort quota provision. We also recognize
the necessity for legal authority to Hmit imports from nonmember exporters who
otherwise could share {n the benefits of the agreement without belng subjected to
the limitations imposed on member exporting countrles. .~ e
. The Department. regards the requicement conctrning statlstical réports by
member countries as being necessary for the suceéssfuil opérfition of the agree:
mel)t- .,“,.«,;;u. T T R I T i ST LD R STy POt . "IL' e .
" Sectios of, the mn’gglatlng,w dontriblutions fot budgetary prposés and 'the
repealing of certain qb olete logllation used fn ‘the Inter:American Coftee Agree-
ment, yhich lapsed sh‘qnggat,te,r World War 11, also meet with otir-approval.
'he. major role 6f the Departient of Agriculture in lm'gle‘ni{aﬁiting the coffed
agreement, would be the supplying of certain economic’ and statistical material
{ Ve Beail dae e gt o UF n L e e e e T e H' !
[T e c - T DAY i
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for the Coffee Council. This would require no additional personnel or appropria-
tions. . . . R - )

The Bureau of the Budget advisey that thero'ls no objection to the presenta:
tion of thls report from thé standpoint of the aumiiistration's program. ‘

" Sincerely yours, C .. : _

S . OrVILLE L. FREEMAN.
ExXEOUTIVE OFFICE OF THE DPRESIDENT,
. BuUREAU oF THE BUDGET,
. Washington, D.O., January 28, 1964.
Hon. HArrY K. BYRD, i ‘
Chairman, Committee on Finance,
U.8. Benate, Washington, D.O. ‘

Dear Mz. CiraieMan : This will acknowledge your letter of November 18, 1963,
requesting the views of the Bureau of the Budget regarding H.R. 8864, to carry
out the obligations of the United States under the International Coffece Agree-
ment, 1962, signed at New York on September 28, 1962, and for other purposes.

This bill would provide the means to carry out the obligations of the United
States under the International Coffee Agrcement, 1962, to which the Senate
gave its advico and consent May 21, 1963. This legislation was submitted to
the Congress by the Secretary of State and was passed by the House of Repre-
sentatives with amendments which we understand are acceptable to the Depart-
ment of State. : ] ,

For the reasons outlined in the Secretary of State's letter of transmittal, in
the reports to your committee by the Departments of State, Commerce, Agricul-
ture, and the Treasury, and in President Kennedy's letter of October 21, 1963,
to the Honorable Wilbur D. Mills, chairznan of the House Ways and Means
Committee, the Bureau of the Budget recommends enactment of H.R., 8864,

Sincerely yours, .
PrirLier 8. HUGHES,
_Assistant Direolor for Legislative Reference.

‘DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SEKCRETARY,
) ~ . Washington, D.O., January 30, 1964.
Hon. HARRY F. BYRD, ' T o
Chatrinan, Oommmittee on Finance,
U.S8. Scnate, Washington, D.O.

DEAR SENATOR BYmp: Your committee has requested our views on H.R. 8864,
a bill to carry out the obligations of the United States under the International
Coffee Agreement, 1962, signed at New York on September 28, 1062, and for
other purposes.

e have no objection to enactment of the bill.

The Department of the Interlor was not involved in the negotiations leading
to the International Coffee Agreement. The bill is intended to permit the
United States to discharge its obligations as a signatory to the agreement.

The Bureau of the Budget has advised that there is no objection to the pres-
entation of this report from the standpoint of the administration’s program.

Sincerely yours,
STPWART L. UbALL,
Beoretary of the Intertor.

TR GENERAL COUNCIL OF THE TREASURY,
Washington, Januasry 24, 1964,
Hon. HaRrrY F. BrYD,
Chairman, Committee on Finance,
U.8. Senate, Washington, D.C.

DeAR MR, OHAIRMAN : Reference is made to your request for the views of this
Department on H.R. 8864, to carry out the obligations of the United States under
the Interhatlonal Coffee Agreement, 1962, signed at New York on September 28,
1962, and for other purposes. ‘ L

The proposed legislation would authorize the Presldent to: {1) Regulate the
entry for consumption, or withdrawal from warehouse for consumption, of coffee ;
(2) require that coffee exported or reexported from the United Stdates be accom-
panied by a certificate of origin or a certificate of reexport issued by a qualified
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agency of the United States; (3) require the keeping of records and the rendet-
ing of reports relating to the Importation, distributton, and consumption of
coffee as hé may from tlme to time prescribe; dfid (4) take stuch other action,
and issue and-enforce such other rules and regulations, as may be necessary or
appropriate to implement the obllgations of the United States under the
agreement. . , . C

If this legislation is enacted, the Bureau of Customs will collect the certificates
of origih ‘and certificates of reexport which will be required by article 44 of the
agreement to accompany importations of coffee from countries which are mem-
bers of the agreement, and to forward them to the Internatfonal Coffee Organiza-
tion. The Bureau of Customs will also issue certificates of origin for domestic
coffee grown in the United States (Hawail) and exported therefrom, and cer-
tificates of reexport for foreign coffee imported'into the United States and later
exported therefrom and to forward copies to the Internatlonal Coffee Organiza-
tion. In the event action is taken under article 45 of the agreement to limit Im-
portations of coffee from nonmember countries, it is expected that the Bureau of
Customs would administer the quotas which would be established for the non-
member countries. ‘ : ‘

So long as the Bureau of Customs is responsible only for collecting and issning
vertificatey of origin and certificates of reexport, the cost of carrying out its
obligations is expected to be nominal. If quotas are established the cost of
administering such quotas could be expected to be more substantial.
 The Department does not anticipate any unusual administrative difficulties
under the proposed legislation and has no objection to its enactment.

The Department has been advised by the Bureau of the Budget that there is no
objection from the standpoint of the administration’s program to the submission
of this report to your committee. B

Sincerely yours,
‘ G. D'ANDELOT BELIN. General Counsgel,

Senator Byep. If there are no further questions, the committee will
now adjourn. !

(Wheraupon, at 1:05 o'clock, the committee adjourned, subject to
the call of the Chair.) o . 5
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