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IMPLEMENTATION OF INTERNATIONAL COFFEE
a ~ AGREEMENT .

WEDNESDAY, JANUARY 97, 1085
L .. 08, Seyats,
CoxmrrTEE ON° FINANCE;
Lo R * Washington, D.0.
__The committes met, pursuant to notice, at 10:10 a.m., in room 2921,
‘New dSenate. Office Building, Senator Harry Flood Byrd ' (chairman)
présiding, oo e
. Present: Sénatorg. Byrd, Long, ‘Douglas, Talmadge, Ribicoff.
Willinms, Calson, Bennett, Gurtis, Morton, and ek, Hibicof,
Also present: Elizabeth B. Spri r,; chief olerk, = ' - -
Bt T o s Ot o
. This is a hearing oh S, 701, to implefrent the Internationa 0
“Agresment. I’p{]g in the re ¢ tlinebi  and data sheets

oy

2l ace in the record a copy of t
-relating thereto, prepared by the committee staff. - -
- (The bill anid staff data sheets follow:s) -
’ (8. 701, 80th Cong., 1st sess.})

A BILL To’ tatty out thé ob joris of the United States under the International Coffee
: ‘Agi-ecme%t?“ ;;%2? t%g‘need?tu-%t\{v(‘,ngk‘ §n’s?pt‘§§-$erun§1902, nndbtor other pur’posgu

Be it enacted by the Senate and House of Reprosentatives of the United Siqtes
of America in Congress assembdled, That this Act may be cited as the “Inter-
national Coffee Agreement Act of 1065", --

Seo. 2. On and after the entry into force of the International Coffee Agree-
ment, 1962, and for such perlod prior to October 1; 1968, as the agreement remains
in eﬂect,“&? President is authorized, in order to carry out thé provisions of that
agreemen

(1) to regulate: the entry of coffee for consumption; or ‘withdrawal of
coffee from warehouse for consumption, including (A) the limitation of
entry, or withdrawal from warehouse, of coffee imported from countries
which are not members of the International Coffée Organization, and (B)
the prohibition of entry of any shipment from any member of the Inter-
nattonal Coffee Organization of coffee which 18 not accompanied by a cer-
tificate of origin or a certificate of reexport, issued by a qualified agency
in such forn &8 required under the agreement ; - S

(2) to require that every export ot reexport of coffee from the United
States shall be accompanied by a certificate of origin or a certificate of

“reexport, issued by a-qualified agenty of the United States designated by
him, in such form as required under the Agreemeént;

. (é) to require the keeping of such records,-statistics, and other informa.
tion, and the rendering of such reports, relating to the importation; distribu-
uzxial.’eprlc?. and consumption of coltée as he may froin time to time: pre-

8¢ jand. o s Lo Lt ool PR

(4) to -take such other actlon, and issue and enforce such rales and
regulations, as he: may consider necessary or appropriate in order to
implement the obligations of the United States under the agreement.

-8r0, 8. 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 AGREEMENT

Sec. 4. It Is the sense of the Congress that the United States should continue
to adhere to the International Coffee Agreement, 1962, only g0 long as that agree-
ment does not operate to produce unwarranted increases in the price of coffee
in the United States. In the event that it is determined by the President or
by a joint resolution of the Congress that an unwarranted increase in the price
of coffee has occurred and is attributable to the application or operation of the
agreement, it is.the-fyurther seuse of. the Congress that. the President .should
forthwith:apply:to the International’ Coffee Councit and ‘the Executive Board
for such corrective action 88 ' may. be necessary to remedy the situation. If,
following a reasonable perlod, riot to exceed keventy-five days, after such ap-
Plication, the President finds that the Council has failed to make such adjust-
ment of quotas or to take such othefr corrective actlon as is necessary to remedy
the situation, he shall l‘:P.Ol't his findings tq the Congress with such recom-
mendations as he may'tonsider appropriate. - e

8o, 6. The President may exercise any powers and duties conferred on him
by this Act, other than.the powers and duties conferred on him by section 4,
through-such agency or officer as he shall direct. The powers and duties con-
ferred by .this- Act shall be exercised in the manner the President considers
appropriate to protect the interests of United States consumers, -

-*- 8o, 6, The President shall submit:to the Congreéss an annual report on the

' International Coffee Agreement, 1962. Such report shall contain full informa-
tion on the operation of such agreement, including full information with. re-

-8pect to the tgen_gral level of prices of coffee. -The report shall also include a

* summary of thé actlons the United States ahd the International Coffee Organiza-
tion bave taken to protect the Interests of United States consumers. - Stich an-
nual report shall be submitted not later than January 15 of each year.- The first
such report shall be submitted not later than Janvary:15, 16668, . . -

...; Sea. 7. There are hereby authorized to be appropriated from time to time such

_sums as'may be necessary to carry out thé provislons of ‘this Act, including

“the necessary expenses and’contribiitions of the United States In connection
with the administration of the ‘International’ Coffee  Agreement, 1062, ‘The
amount of the contributions of the United States to administer the agréement
for any perlod shall not exceed 20 per centum of the total contributions assessed
for such period to administer thé dgreement, '~ -~ ..

.~ ~.SE0, 8, The joint resolution.of April 11, 1041, entitled “Joint. resolution to
carry-out the obligations of the Unlted States under the Inter-American Coffee
Agreement, signed at Washington on November 28, 1940, and for othr purposes”

(19 U.8.0. 1855 and 1356) 1s repealed. ° R S

N

:-DA'!'A RELATING TO S.z'lOl.‘ﬂi::‘ Imaminxomn‘cbms AGREEMENT AOT OF 1065,
JANUARY 27, 1965, PREPARED BY THE STAFF OF THE COMMITTEE ON FINANCE

" TABLE 1.—Q0offee prices, annual average prfqe.-1950-=64

" Year | ‘spot1 | Retals ' Year, 8pott - | Retalls .
. 1703 ] 1980 et 897 780
B RT3 B Sl 36.60 7.3
shod| - aea | 1001 1 o .6
B Rl B R
N3 ;',gﬁl oo e o
56.02 10L7 . Average, 15 years.... 40.85 186,01
et ez o Ut P

Lpound ean, source, Bureeu of Labor Stapstis, . T e
price would 'blgheljllln years 1050-58, prleepll-pounq can only were given, tathér than can
mum. 4 S ~ 1. . S ., > 1 PN
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'GOFFEE AGREEMENT '3
TABw 2 —aoﬂee prfocc, apot and retau pﬂcec ‘
B (U 8 oents per pound]

,,,,,

Bl

N 1952 .,‘ . -j..g;gl@’_v % A.‘;:‘ B
spott | Retsis | spott | Betaus | . spoti. | Retans
3.2 © T3 885 .. 62] - 48] .7
34.05 mol... nnm 0.1 46.30 4.8
34.08 ol BB 8.7 49.85 78.9
34.08 1 83.00 &1 4860 . 8L1
3443 70.9 3] 0.0 41._3 . 82,8
84,78 0.2 U3 0.8 490 | 839
. .88 78] -8 06| -85 844
34.08 7.4 %] . 90,8 .83 84.9
33.40 | aaes ‘e6f - &g .. 849
3318 0.5 34.08 0.7 . 846
- 3.3 0.2 88| -8 S48 89
3.4 70.8 87.45 70.1 &18) - 848
. 1 New York spot price, Santos, source, Pan American Coffee Burean. - h
. 2 Ratall spot price, 1-pound can, source, Bureau Lebor Statistics,
TasLE 3—U.8. green coffee intentories o
{In thousands of bass) Seee e
March 1002 e e e ecmmeeeme—emmaamama—ea— ;-.--..-‘- 3.029
" June 1062 o o cmceeeee mmmmameemmemaceas —emmeacaanmsas s=s .3, 060
September 1062 s ecnen———— PSS SRR SORpE S +.8,876
. December 1062. .o neeeeeeee ammmecmmemmcaceacomaeae —ammniucd'8, 064
. March 1083._._ cmcemmm——————— emmmmmmeme—mee——.e——————— oaua8, 518
;June 1968_________ - cmemeecemmmmecceemsmemmmcceammmmacn wens: 8, 485
"September 1068 oo eecememmmaae mmm———— fcmaaa: 4, 008
December 19688. v e ccccceccecccccccc e ceaa——— emcm———aea——— w————<'d, 720
March 1984, . et e cmceccaeae——eaa cem—a—- -4, 868
June 1964 o o o ce e ccccccmmmcmcmmmmceceemcaseccsmcasseenesease 4,216
_September 1064. . e mmmmmte———ba———— amaae-'4, 008

' December, available in February. .
TABLE 4—Ihmed Slatea. Aggregatelggzgg:’e and value ol oreen oo)fee {mports,

Volume Value i “Volhime * " Value

(million -(mililon : (milion " { * (milllon

bags) liars) ; bags) - | - dollars)
17.1 B 1,002
19.7 21). L0027
21.3 8 084.0
2.9 24.6 989.6
2.2 R0 956.9

* Bource: Pan American Coffee Bureau. ‘
- QUOTA AOI'IONB BY THE. mrsnxnxomn oomn COUNCIL
‘ August 1963: Annual_quota for 1963-64 coffee year established at 4!5,782,62"

November 1963: Proposal to ncrease annual quota by 2.25 percent defeated
+ by narrow margin of 25 votes.

" February 1064: Annual quota increased by 5 percent to 48 120044 bags

May 1064 : Adjustments in quotas of 2 countries increases total annuai ‘quota

by355000ba 8.

- t 2 émﬁ 1964th ll!edistrtl‘t‘mtlgx of igorttans—rleﬁecttl:g inablu'gs ?2: 7301;)19 com'xlsrltes:
o deliver thelr quota—raises total annugl quotas t ags. ota
lncrease slnce Inlt?al qugta set in August 1963 is\ .04b :

.1‘, ‘,),Jv‘,l‘ u..i R _\."H 4



4 'COFFEE  AGREEMENT

August 1964: At the Augv.lst meeting of the Coungil, annual quotas for the
year October 1, 1984, :to' Séptembet: 80, 1065, were set 1hitihlly at 47.5 million
with provistion for increages . of 500.000 bags on January 8, 1965, and prior
to April 80, 1065, depending on the needs and condition of the market. '
December 1964: At its December 10-16 meeting, the Executive Board recom-
mended to the Council that the 500,000 bag iricrease suggested for January 8,
1965, not be made. Present quotas are therefore 475 million bags.
Source Department of State.

International Ooffee Agreement——l!emberamp and disiridbution of votes as of

eo. 15, 1964 ‘ 4

Expor -‘members : * 70?,“

T Bragll e eae remeeemm—emmem————————— 356
Burundf. oot s e o e e e 0 20 vt e e 0 S m .8
Colombif e v e e —emememmen e na————— ' - - 122
Congo (Léopoldville)..----.'- e - mimmcme e c—m———— 19
Co8ta RICA. e mccccceec e cme e ————— - 24
(02111 TR A, e mtememe——————————————— "9
Dominican Republe. oo o e ee i cmem e e mm— e 18
Ecundor-. — ————— T ; iemem—me= 16
Bl SalVAAO e e e e e —————————— 33
Ethiopia_ o e e mc e c— e ————e s ——— 28
[6:7: 11V VR SR U AL DU S LI IO L AP R cefmmcmm—a————— 6
Guatemal o v v e e e e — e — . ——————————— 31
Indlf e - - ——— 12
INAONeBIA - e e e nc e ac e c e m e ———t ———— 28
MeXICO o e e cmee e —c e e e ——————— 2iah 84
NICAIBUA - e e micm e mcmcec e e aa——— S ————— 13
OAMCAF Y e ———— _— Ll 89
Panama. oo e e mme e ——- -—- ——=l 6
) o) o D mmmm——m e e emesesmemiememeeca—e—————— 16
Portugal. o e ecrmcmcmmc e mccemeSe e e —ec e m e 48
RWADAA e e ————— remmme————— - 8
Sterra Leone. - oo mcccSeem——c——daa .6
Tanzani@ . oo oo S O —— 18
Trinidad andTobago_-..-_-..-..-_..__._..---..-..-..-----..---..----_---‘.:. R
UBADAA - e e e e — e ————— . .

L VeNeZURIR e e e e mmmrm e e mm e m e ————————— 14
OOl e e e e cemc——r—e——mm—nemm———— et —————————— 1,000 -

Importing members:? ‘
AUSEPANA oo e

-_————----—------—- ..........

Japan. oo e e
LuXemDOUPE o e m e e —— - ————————
Netherlands——--‘, ------- oo i e om0 e e S .

" United Kingdom--;----_-----__--_-_--_---;.;-: »
United States.-;z.--;».;;.';.;\.-.:‘.-..n...-.......i_..--....-.;f......-
USSR e i LT G e b AL i At e b2

%ta] - 4“". --.:-L;L'. -——-‘c-—---—ii—‘—:--.-u-Jnd.—-J«-----L-J lim
lm eris, An’ éxporﬂ f embér dhd Arteﬂﬁna and Tunlaid as ﬁhbbrﬁnk hze‘niﬁérﬁ’hive

loat theh' votes £oF no
38 OAMCAF

members are meroon. Central Afrlcan Bepnbllc. Congo (Brazuville). )

Dahomey, Gabon, Ivory Cout Madagascar, and Togo

- .

ot
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COFFEE: AGREEMENT . b

The. CeAmMAN,; The ﬁpst, witness is Mr George W Ball, Under
SecretaryofState e F I SR
MnBall,youmay,prooeed: S w;n:m b,

STATEMENT BY HON. GEOBGE W BALL, IINDER’ SECRETARY OF
‘STATE; ACCOMPANIED BY: JEROME-JACOBSON,. DEPUTY": ASSIST.
ANT SEGRETARY, EGONOKIO AFFAIRS, DEPARTHERT oF SI‘ATE

Mr BarLw. Thank you Mr. Chalrman el

- OnMay 21, 1968, the Serigts’ gave'its’ adviqe and cbnsent to i;he
ratlﬁcatlon of -the - Intefnatibngl Coffes- A piceme L On ecermber
27, 1963, the United States’deposxted fts: inétt‘thhént lof: rafification;

The Umted States there becfime a. full méhiber of the Iptéﬁiht?onal

Coftee Org mzatld arﬁlcipa fon| hb‘iv?é%r, ’dép nds‘lr ) en-

actment of leg 1slat iible ‘the Umf'ed Stdtés to dstabli ’?ﬂ
gis t}xdh

durés’ to’ mebt its' o Vélﬂt ons hiddr'the agr%ehieht" Thé l;

bef o 611 would g that authotity.
W?irtually idént ?chi I glslation, H’R 8864 was cénmderéd by thls

ommittee in March of last year, Aftér it hkd i)eé agséd by the Hovss
th previous November, K S a%ixg‘ k gineht pposed b
Senator Ditksen, this céiﬁxﬁitteé approve ‘Hme l bgisldtioft' and it ‘%a’s

assed by the Senabe in July'1984. A confei'énéb tﬁmittep ap
%)he SenaXes version ‘in Augustﬁqnd ‘thib Senaté’ aggxh %ted tbl‘)rgo

it ‘shortly thereaftel. ~Tt was dé ea(féﬂ,' 'ho‘wever, ih'the ) ous,b, '_a”d

furthzx; consideration last" year ‘Was }?
not think it nécessary to set fbrth’ n hhj detall tlie rea80ns 1611

this. administration hag, urged qu;')lgort of the lep latlon, since t}ns
committes held full l\e,ar n; %t?r last In; brief, the
legislation yould bring & eab re of stabil prices through-
oit the world. 'Coffes’i the sin le, rkio t im rtaﬁt agri cultural com~
modity. in the trade of most of evelob r éotin trles, %}11

m f n America,  Coffge’ o3por cco‘t‘gt for mo thanZ rcght

orts in 6 Latin Ameri t¥eg ‘Ahd aixaera “of 95
t 1£ tfltis the 14 Latin . pzrﬁ}: 1 2 ‘atioks, Seven {m%v
;rcw\ .conntries receive from %}0 to 50 pe cerit ‘of tl}elr foreign

‘-n

About, 20, million, persons in the \ﬁggl@' dépepgf ”coﬂ'ee foi- ‘thi ir

livel ore than 6().percep tof ;
YT‘{? qglg’mg'g gga)onty are smq farme?s, ul él% ny %) ik héfeh

T theref ore, flee is t 3 éblood of &.é
dev;f(lmmgnatl ut %%e qo the, n

clear that, sh m q 1,]: )il i't*,eqqréaver
unmtamg factox‘ to. t‘f»& Phodu !&? rﬁn 041?{ A Ay ;
that there 18 no perfect, Way to d Wi B xfi ntei‘-
national agreement,cap at leg qgl e m e s ings iy prices that,
serio) yagreocate the nqnhes of p}
lﬁ\ his backer the prmclpal prov,;sions ‘the’ leglslatx(m

mzi‘g bet,sug ply ‘ilt&ted th P X
- Firsty it wonld authoxi
membery oﬁ‘fhe Intern; %{oﬁ; %ﬁﬁ)ggn‘w;{%% ém Y,%\

acco;;npame a.cortl cate of or}
he gource of %ﬁ coffée and enable the Coﬁee xga,nlzat on to inagi

a ‘statistical check on exports and to detect quota’ Violations
42-480—65——2

excha ge ei\rmlr]lj;s from ¢offés, ) Qx

vgi?’%



6 ‘COFFEE- AGREEMENT

hibiting imports of coffed that are not accompanied by certificates helps
exgomn countries pollcq their guota systems. -
econd, 1t would require U.S. exports and reexports of coffee to

beaccompanied by certificates of origin or reexport, =~

Thitd, it would authorize the President to imposé quotas ohi nations
not'members of the Coffee' Organization in certain circumstances. In
short, it would put teeth into the agreement, S

The bill revises in three respects the legislation adopted by this com-
mittee last year, - S
. First, it extends the expiration date of the authorization to QOctober
1068 rather than October 1965, Since the agreement itself has a 5-year
term and will be reconsidered in 1968, it seems reasonable to extend
itsauthorizationto thatyear, =~ .

Second, the amendment to H.R. 8864 tﬁrq‘posed by Senator Dirksen
has been revised in section 4 to provide that it is the sense of Congress
that the United States should continue to adhere to the agreement only
so long as it does not operate to produce unwarranted increases in
coffes prices and that if either the President or the Congress, by joint
resolution, determines that such an increase has occurred, the President
should zzgi)ly to the Organization for corrective action. The President
is directed to report to the Congress if the Organization fails to take
corrective action within a reasonable period. . v

Third, the legislation now makes clear, in both sections 5 and 6,
that protection.of U.S. consumer interests shiould be a primary con-
sideration in our participation inthe agreement. ‘

As you know, the agreement lias already helped to bring some sta-
bility tocoffee prices, . ( : .

Prices in 1062 and the first 9 months of 1963 were at their lowest
point in 14 years because production was running 80 percent ahead of
consumption. Then, in the summer of 1963, 4 severe frost and the
worst drought of the century éut Brazil to one-quarter of its normal
output. Prices rose. Responsible action under the coffee ngreement
helped to check this rise and to reverse it. Nothing could be done to
produce coffee from trees that had been killed by frost and drought but
it was possible to insure that the ¢offee that was grown was made
available. Under the agreement, just this was done—export quotas
\vereincreas,edandlp.rices receded. , Y

By contrast, in-1054—10 yedrs ago—when the governments of the
producing and consuming nations had not undertaken through an in- -
ternational _ea({gneenlent}p'nquératp coffec price fluctuations—these
prices jumped ‘from 58 cents to over 90"cents per pound after frost
crippled the Brazilian crop, This year we had all the ingrédients
for a repetition of that spectacular price tise—with one critich] différ-
ence. - We did have an international agreement. This mednt that
the. problem became gne for foygfnmental‘ responsibility. ~ Because
there was  forum in whith thid tatter'ceitld be discussed, prodicers—
who could denend’ on' our cooperation’wheri prices weve declining—
ncted responsibly when prices were rising, andl voted overwlielmingly
toincreasequotas, . . . T ST
" But the aﬁreer‘n_ Nt is not completely ‘effective, ' In part this iy be-
cange the co eez

use the coftes-exporting countties are not doihg all'that they should
to_control their ‘productjon, ‘to honor. their export quctds, and to
sel] their coffee in an orlétly way. But’it is'nlso due té onr own



COFFEE AGREEMENT 7

failure to adopt this legislation, We must act pow. to remedy this
failure. . R %
In Africa, in Asin, and most particularly in Latin America, coffee-
roducing countries are 'lookinﬁ to us. Speaking in New York last
ctober, President Johnson pledged that he would “press for prompt
execution of the worldwide coffee agreement * * #.” "I cannot empha-
size t(l):d strongly the importance we attach to the carrying out of
this p . o o . .
Thankg;ou, Mur. Chairman. : S
‘The CraramaN. Thank you very much, Mr, Ball. . S
Mr. Ball, I have received some letters from my State complaining
that the importers from Brazil are denied the right to choose how
coffee they purchase is to be transported to this country. Rather
than being. permitted to ship their coffee by fast, well-ventilated,
nonstop vessels these importers indicate that the Brazilian Govern:
ment has required that their coffee be transported on slow boats
which. made frequent sfﬂ)s through the Caribbean and that their
coffee is not only delayed in reaching this country but suffers sub-
stantial sweat damage. o , e T
I am informed that this Brazilian practice affects small importers
to a greater extent than larger importers who have more bargaining
ability with the Brazilian Government, o 4
What is your answert =~ = L T
Mr. BarL, Mr. Chairman, this is a matter which has caused us.
concern. There is no.douf)t that the Brazilian Government has
attempted to secure for its national-flag line a very large part of
the Brazil-United States coffes trade. And that this has had, be-
cause of the inadequacies of some of the transport provided, soms of
the effects that you suggest. This is a matter which our E_mbassy‘
in Brazil has taken up with the Brazilian Government.:, We have—,
this is & matter which is only peripherally related to the coffee agree-
ment, I may say—but we have pressed for a minimym of interfer-
enca by governments with the right of shippers or..consignees of
car%o.es to select their carriers, - L i e
'This is a matter which is still under discussion with the Brazilian
Government. It continues to be a matter of concern to us and,
a matter which we intend to pursue actively. S o
. The CiiaiIrMAN, You took it up last October.
Mr. BaLL., Thatisright,sir, - S Lo
‘The Cuarratan. Has there been any improvement since thenf, ., ..
Mr, Barr, Well, I-am advised by one of my colleagues, that since,
then there have been very few complaints from the trade on this.
matter but it is a,matter which.we are still puvsuing :with the

[

Brazilian Government, . .. 0 T
. The Cuxairaan, I hope you, will Klush,itr because it doesn’t, seem .
right theY should be compelled to ship on a slow .vessel. which will -
damage the coffec and so forth, . So will you continue your effortst .
Mr, BarL. We shall do that, Mr, Chaibman. . - . S

. . N . Do

. The CualrMAN, Senator Talmadge? - - - ... .., ..
‘Sehator Taryabor, No questions. T el

16 CHAIRMAN. Senator Caplsont, . - . .~ . . . .

. Senator Carison,; Mr, Secpet?,ry,' of course, you well know my posi-

tion, I'have always-opposed this implementation. of thecoffes agree-.
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ment. My' position hds not changed. I ndtico that.you stress the
urgenoy of i }ilempntation at this time, 4 CL
2 o_w,"assu‘;nlg Congress ‘does get, what does the Internatiohal
Coffes Agréament dothat ‘we-are not doing now and have not bean
doing since the U.S. Governmient signed originally on the contrhott
Wiliat difference would theré bet T ‘
"Mr. Barr: The 'major’ differénce would :bo that wa would 'begin
to enforce on a much more effective basis, or provide for'tha en-
forcement on a much mopye effective basis, ‘'of the quota structure
which has been set bg"tho"Coﬁ'Qe’Counbil.‘ _ oL
~Since this legislation did not pass at the Inst session, the United
States did take some measures whick redquiired morely volunteer.ac-
tion'b, the coffea importers and which were intended to provide soms
statistical information to the’ Coffes Council that would ‘help them
in the adriinistration of the treaty. But tho fact is that these have
been ‘quits inadequate, and unless’there is astion, afrmative action,
on'this legislatjon, I would 'say that two ‘tliings would Kappen: (1)
That there would hot: be adequite policing: it carrying out of the
quotas, and they would begin to be disregarded in ‘a muicli mehter
manner than they are now, and ‘(2) & géod'deal of shipping would
be doxe in disregard of the quotn system. o
But, more fundamental, thers would bo a withering away of the
intorest of the othor nations in this agreement because of this véry
evident demonstration of the lack of Ametican support for a m
sure i which the United: States is a necessary party because of
domirinncs that we have ns a great consuming country.
. If we do not give this tangible support to this menswre thei
think that thig will be taken as an indicition by the Latin Anfofi-
can countries that we do not mean to carry out the promises thht
we have minde that we would try to find some ways and mieans {o
eage the oyclical problems of primary producing countries generall}y.
Lot mé say that I'was at:Geneva on two occasions during the ve
long meeting of the United National Trade and Dovelopment Con.
ference which for the first time the less developed nstions. of the
world confronted the industrialized nations with sorite of their trad- -
ihg problems, R " o .
This was a historic meeting in tho sense'that it was the first time,
I suplpose, that the north-south issue was ever brought really irto .
visibility. There was a clear lineup of tho less déveloped countties
who for the most part were the primary producers, against the in.
dustrial countries who were the ‘consumers "of’pmhjarﬁv roduced
produgts. “We found ourselves ranged together with'all tho other
industrialized countries discussing with the less developed ‘countries
that formed another bloc the problems of how we could help them to
find places for:their gr‘odt‘lcts on world markets under some kind of
o regime' which tvould inmire them some continui_t{ ‘of income, The
position that the less developed countifes were

aking, of course,
was that, no matter what kind of foreigh dssistance they might re-
ceive over a period of time, they could solve thair probléems only bg
being able to earn foreign oxc mn¥e' y their own production an
that this would help stability in world'markéts,. ~ = - .~ -

I merition this because it was the theme which ran ‘thioigh the
whole meetingy because there were enormoiis itinbers of representa-

NS
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ives of tho nations presont, hecause therg, was an, enormoys fealin
of urgency of getting o start on doing something on he problem o
tting stability in tropical agricultural markots. And.coffee was
tho one product that they looked to with the greatest interest because
of the dominant rola thatitplays. .. . = ,
I would think that the repercussions of a rejection by the Congress
this time.of the implemonting legislation would have a very harmful
effect, indeed, because it would tend to discredit the posture of the
United States in actively trying to work out ways and means to help
these countries to got on a solf-sustaining basis over n period of time.
Senator CarrsoN, Mr. Secretary, the Senator from Connecticut,
M. Ribicoff, and I also, were in Geneva for a week:or so at the first
Kennedy round of the Common Market Trade Agreements,
Mr. Baun, Yes,sir, ' , _ »
‘Senator CarsoN, We spent about 2% hows, I would say, with
Dr. Probisch of Argentina, who is a truly great economist on this
problem, and I gathered in visiting not only with him but with others
who ‘wore there in attendance that these %0 move or less dev lo‘)(}.d
countries have an ambitions pqu'nm that they want us to pay higher
prices for all theiv exports. This coffes ngreoment is just one of a
groat program——. . S . o
Mr. BaLL, Thatisvight, . = . . ‘ e
Sonator CArrsoN (continuing). Of global price fixing, and that is
why I have been opposed to this—why I have opposed this onhe.
have nothing particularly against the coffce agreement: itself but if
this Nation-1s going to entey into Government programs whoreby
weo pay less developed countries more than the world market for the
commodities that they produce in excess, then I can see that we are
lieading off on a program that will cost our cOns'umers‘liotjust hundreds
of millions of dollars involved, in thig deal but billions,of dollars.
I think it is a,{n;ogx;am we ought to look into before wa go .into cocon
and tin and; other products. hat is what we are asked.to do. ‘That
is why they held this meeting, L
Mr. Batr, Senator Carlson, you are entiraly correct ns to what the
less doveloped countries have in mind, e e v
Lot me say, I was the.head of.the. American delegation at that
meeting and the position which' we made very clear on .bellqlf. of the
United States was that, first of all, we did not envisage,thie. uss.of

commodity, arrangements—international commodity. srrangomeis—
a8 o, dovice. for transforring resources to tha less developed countries,
What-wa foresaw for tham was, a rather limited purpose that, they.
could sorve in bringing some stability. to, the ‘1‘1jm,rFe_ts and; avoiding
the oxtrome short-torm cyalical swings that take P ace in, commodity
prices.  But they could not be used as a device for transforring re-
sources by artificially rgising the Jeyel of international prices in order
to providé a kind of subsidy—this was made very clear as a firm ole-
ment in the Amerieanposition.. -, . oo
~Secondly, we inade very clear t.haﬁ e foresay only. a Very limited
application for internationnl commolity agreements to a Jujq ted nunt-
bor of products,. Wo did not at all share the views thit \ero ox-
»ressed in Dr, Prebisch’s veport that there could be wide applieation,

seause thore are vory. grent diffionlties iti‘ﬂreso.?fmoments._ a

n

As I said earlier, none of thom'is perfect and the most they can do,
it soems to us, is to tond to ameliornte the extreme fluctuations and this
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i8' the puitpose to’ which th’é{ ‘should be devoted and evef'y ‘one has to
be examined very carefully and the degree to which we can extend the
”ri_l‘tcig_le of internationial agreements beyond coffee is something that

‘think the Congress shoiild look at with very great care.

Senator Carwson. I am delighted to get your statement on that
becauss I think there was a movement, in the administration cireles, in
the State ,Depart,men;z“parti(mlarl;, a few yedrs ago, following the
United Nations meeting in New York City to get into a great pro-
gram of expanded trade through agreements or arrarigements, if you
want to call it that, which would cost our consumers great sums of
money. I think it would be most unfortunate if it did. , ,

I want to say this, ag a delegate to the Unitéd Nations with the dis-
tinguished Senator from Louisiana, Mr. Long, I have sat through
speeches after speeches by less developed countries in the United Na-
tions duringkthe'm"onth of December in which they did hot hesitate to
discuss frankly and openly théir need and theit desire to get this type
of a program underway. That is the reason I'think we ought to pro-
ceed slowly on programs of this type; and it is one reason I have
opposed it more than thé coffée agreement itself. - It is a dangdrouns
principle. We have about three international agréements as I re-
member. One deals with wheat, International Wheat 'Agreement.
We have had it for years, and coming from the greatest wheat-pro-
ducing State in the Union, I will say here this morning I -hope we
don’t extend it. It is doing us no good. It is costing our producers
money, and the finest thing we can do with the International Wheat
Agreement would be to forget it. All we'do is hold an umbrella on the
Hrice of wheat and our dollar expotts this year will be the lowest in a

ecade, 6815 million bushels, which is a terrifically low volume for
the part of the fiscal year which will end June 80. '

We, of course, export millions of bushels of wheat under Public
Law 480 but for dollars it is the lowest it has been in 10 years. An-
other international agreement is the sugar agreement.” Of coitrse, we
are all familiar with that. . We have some problems with that once in
a while. But when we get into these international agreements, T think
we are the country that suffers. :

Senator BenneErr. Will the Senator yield ¢

Senator CarrsoN. Yes. :

Senator BenNerT. While we are signatories to the International .
Sugar Agreement, its program has no effect on us. Weé operate ‘out-:
gide of it. We dre not bound by the Thternational Sugar' Agreement.
We are just signatories to indicate our agreement with' the idea or
with the basic principlé involved so far as other countties are con-’
cetned. But this Congress still reserves the right to control oiir own
sugar progtam. = © - ‘ .

Senator Carpson. I shall not take a great deal of your time, Mr.
Secretary. I think it is a fact that the consuming countries at the
International Coffee Agreement Comniission in London have con-
tinually pressed ‘for about 50 million bags of coffee; is that right, 50
million anhually ¢ S -

‘Mr. Barr, Ibelievethatiscorrect. S

Senator CartsoN. They press for 50 million. The producing coun-
tries want to have it 45 and we have agreed on 47, if I am correct. .
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_ Mr..Jacopson. The,;quots beginning this year was set at 4744 mil-
lion bags subject to a.small increase which was not put;into effect.
Senator CarLsoN. 500,000 bags were to go into effect in January;
isthat not correct e ' o '
Mr. Jacoeson. Thatiscorrect.. - . . -
Senator Carrson, Wasthatnotcanceledt- . - . = - -
Mr. JacoBsoN. That wascanceled ; that ig nﬁl‘nt.;. S
- Senator.CarLson, 'What.was the reagson for the cancellation?. .| -
Mr. JacossoN. The mgrket recently,.sir, has been relatively weak,
and the record of exports in-the first 3 or 4 months of this year show
that. the exports ane running substantially behind the level antici-
pated at the time the quota was set. - S .
. Takin% account of this just practical fact, we agreed it seemed
sensible for:the moment to agrea to this cancellation of 500,000 bags.
Now, the producers are not satisfied with that. :They believe that
the market is-potentially-so weak and exports running so far behind
the level anticipated when we set the quota last August that they
have recently indicated that. they believe 'anéther substantial cut
in quotas is called for. S T ST R T
. We.have made no commitment to that effect. - We -are studying
the facts and figures and weé will niake:the decision’if and ‘when we
arecalledupontodoso. - . i ¢ oD D
.. Senator CArLsoN. Mr. Jacobson,: wé are a corsuming country and
while we should have interest in the producers-and I am concerned
about: them, too, our primary interest in this Nation should be the
consumer, shoulditnot? - - - | - :
Mr. JaconsoN. That iscorrect, sir. S R
Senator. CarLsoN. The consuming countries advocate 50 million
bags, do they not{ ‘ ST
r. JAcoBsoN. The consumers were asking roughly 48 million bags
last July or August when we set the quota, for.quota exports, -
Senator CARLSON. Anyway they arrived at a differential of 47-plus,
and with a proposed increase of 500,000 bags-which was cancelled and
we assume you were requested to'cancel another. - SR
What about the coffee prices? They have remained fairly substan-
tial. Since last June there has been no:change in spot coffee prices,

havethere? = - T T = e

Mr. Baru. As I understand it, Senator Carlson, there has been a
sharp decline in ‘fiitures, wWhich:would indicate that the predidtion’ is
thaté prices are down sharply. - The present price is what, Mr. Jacob-
Mr. JacoesoN. The present irice‘ for Brazilian coffée in New York is’
‘l’fsb cents compared with a high of 51 cents at roughly:the same time

The present price for & typical African-¢offee’is ap%ximatgly
27 cents as compared with 40 cents at this time:1ast year. : ‘The: futures
price for, let's say, a late period in 1965 -for Brazilian' coffes once:hit
56 cents. -Today the futures contract for the sarhe date in'1965 can be
bought for 40 cents. So there has been a substantial turnaround iti the
market brought on larqely b{osnbstaritial -crops in ‘Africk’ and every
evidence that the Brazilian crop is bouncing back handily, - =~ <+~

The CratrRMAN. Senator Douglas. L P
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' Senator Dovaras, Mr: Chitirinuty; T regret that'I twas late. I wbt‘ild
like to hiave o foty minutesif Iilay to prepareny questxons S8

‘Seriator CaRLEON.  Just Yne motesenterice; -

Senator Douaras. I waivemy turn,

Senator Carrson. Mr, Secretary, I-hope nyou wbn’t take oﬁ'ense at
this in any way but when you talk about the | goticy of this ]egislatxon,
and the extension of this act:f6r ‘another 8-year period until 1968
I wonder'if SSI'IOLSI the urgency is not becauss of the impehdifiy" véte
on artlclb 19 in the United Nations instead of any othbr question¥ -

RN

ALL, ‘Well, it is:riot thé im pendin vots:on articls 19 in the‘

sensa: that th:s i& not an'isolated agpéct of out policy to which e are
directing our efforts here. It does relateto otir ‘whole set of rélatwn-
ships with ¢ountries around the world :which we have been trying’
helﬁ) ‘arid which we are trym%‘to move toward &' more stabls mtuat
ut-we are not motivatéd here by: trying to bring about & speciﬁo

result 6n the article 19 vote.; This- aﬂ'ects our “whole spectrum of ouir

relatlonshlps with thesé countries, - :

Senator. O4rLsoN. 'You would admit, thowever that We‘zhava some
concern at the United Nations about this vote, and that the countyries
involved, particalarly-ifi-Africa and Atia and Latih Am0rica that
you mehtion, could have sombsbedring on this, |

Mr, Bars. Well, I would admit that, Senatoi; Cai‘lso ti:but I"ivould '

sayy siry that we would: :certainly be here fit this tiihe with this same. nﬁte
of urgency whethér or not there was an article’19 problem; -

+-Senator CArsoN: Of.cburse, *the uirgency” is rather- intemstmg*to
me because we have besn operating under this:now for:probably 24
months, and getting along very well; then:all of:a sudden'we have to
take ' action and- not.only approve tius legislation  but’ ezftend 1t for
3 years more.

-Mr. BitL. We have been:getting along under-a kmd of susbended
]udgment, a8 far as:the less deVeloped countnes d,re concerned as tb dur
real intentionsin the matter.i.. - » s Cow

i Senator CartsoN.; That is-all, - : RER Y

Mr. Bavy. I think thereis- a moment of truth at whlch wa'amve at.
some point. - HFE 0 ~ AR

_-'The. CHAIRMAN Séna.tor Douglas? P AN

Senator Dovoras. If I have penmssxon I w111 take advantage of thls

0 l,’ﬂllnty. Ty ‘. B ' :

; Bally:I reoogmze t.he pohtical deswabxhtv of thls aFreelheﬁtf
a means of Keepingicoffeq-producing states on:friendly relat
the United States and this is important. There is no question about
that... But. like the Senator from:Kansas I-am sdewhat distredded

on, .whab the éffedts.will be:-on:the Ametican-consunier..;The staff: ‘of.
the Finance Committes has prepared a memorandum. On n page §4 it

gn:ves the.quota actions by:the ’Iﬁtematlonal Coffee Counml
- Do.you have that before you f

‘1

rsBAt.L.:Idontha.VGltlfeforeme. et o "":';‘T

SonabowDotmm.s /The- ﬁgurés come: from your Depamhent.
. Mp. Batx. Rghb»m

“Senator. Dotoras,: The mitml quota wah 45;7 mxlhon bags Yetf itf

November 19686 proposa) :to inctease-the qubta b y 214 ‘percent was
defeated. I am told 5108& the consunimg'do%n‘tnes voteﬁ }):r thet bBut

{orig with

&:?;i\v? et
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there was not a majority in the. })roducmg oountnes By the wa.y,
does it have to be a two-thirds vote , - S
. Mr. Bars. Ithastobea two-thirds vote.. ‘ s
Senator Dovaras. Two-thirds vote of each panel? e
. Mr. BiLL. Yes, it is called a distributed two-thirds vote. -
Senator DOU‘GLAB A distributed two-thirds vote means a two—thn‘ds
vote of the consummg groups and a two-thlrds vote of the producmg
ups. _
ger BAu.. That is right, of each pnne]
Senator Doutgr.as. Now, after some diﬁiculty in gettmg t}us throu h
the Senate, and the Senator from Kansas and I take some credit for
that, the quota was inoreased by 5 percent to 48,1 million bags, and, then
furtfler justments in May apparently to'h a)speclﬁo oop,mtn
creased thetotal by 855,000 bags, or roughly, a total of 48,475 703%
There was & futther mcrease m June 1963'1 up toa total oi 48 (f

B

We had a. very ‘able mtne& ~ho testified that, these mcreases, at
‘least in February; were made.with the knowledge that, the agreement
might have har sledd in, the Senat@. We_ were told that while
this ‘did_ not enterxexgu ¥| {1to the dlscussmn t.hnt this; was, &
overhangng f;lcto;' ped: to contribute to mcreasmg 0
'qum T hotics that. f’.ﬁeﬁm i o ot 2

no we A " 6_quotas were redu rom
ihon bags to 47,5 million bags or a geductlon of about a million,
and a quarter a% with a provxslon for'an increase of 500,000 bags
January 8,1965. But in December the Executive Board reconmended
to the uncu that this increase not he carried- mto effect. -

Is this a true statement?

SeMt;o Bary, Yes, siry this. lS 8" true staéement, as. I understand 1t,
nator.

Senator Dougras. No 80 we come to thls mtuatxon thq,t the. botal
mcrease since: Au : 63, 1(; xs now 1965, has been'1 700,000 bags
rou hy, or shg g.n
ow, l%n erstand’ it, the’ world demand for coffee mcreases

rate of 3.0 .

ercenta ear. e e ,...
MB Tht"%p -y - iyt

e&atox; une AB, gﬁ ore, ‘the uotas have not been mcreased,
to'th emtloo eword emand for coffee, )
I would like to ask now \vhat ig the procesa by whlch these quotas
might be mcrensed in th \3’0 ,
Mr,, BAm,, «wl%e acobson i£, he 7&11 speak
th 1 toco ONi; : nator, ‘on"we '¢omé to 'the xext quofa exeronsq, :
at is to say, at the coffes . ercise .
wxll {:ake Qlayc’e in Lonﬂhimsai —ve’ wgflg % r{u bft%gnginﬁrs,,
? for,n Yoty whielv me beleré 18 t*ealispe i tenns,
plmtce oBJac ives, what W Dolleve' ghé; %ix;em £ the
market; what we have deolded in the light of ¢h e ow o 0 o in
the j rior year, and in the light of what ybu s:{y 1s a. . i‘chhf, per .

annum increase in consumpt on generally.
If the producers. fat luw«a ree’ td i quoth. ‘inoreasls—-——h Burin o

YO tgu ‘tibo-thitds ‘('dté ipy f‘tlé
pai‘t 11?’3" ,"fa"ﬂm(‘}& “N reuite; “thirds nthéir,

/nuuuu ); ust RS
Mr. JacopsoN, That is cor rect But 122
42-480—65——3
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. Senitor Dovera, ‘One: vote riove than one-tlurd—-——-‘ |

Mr, Jacosson. That is correct. - * '

Senator Douoms (contumﬁig) Would meali tlmt there woﬁld not
be an increase? . .

Mr. Jacosson. No. That i thé key to this. If they fml’to agree
with s on ‘the qi1otd,’ theni- a]l qhotas ave ‘off.

* Setilitor DovdLas. All {uotis‘aie 6ffF - - ' '

Mr. Jacopson. All quotas ape off at that poin
" Senator Dougras, Where do you:firid that in’ thé ugreement?
" Mr. Bat, The distinction is'this, Senator Douglas.
. 'SelgatOr Db‘non'.}‘h ecause this is'the riub of the whole thmg
" Mr, Jicosson, That isti ght. St ‘

UM BAmi, “The’ nﬁpdftan mt is this: At the beglmmig of bach
oogeé eat it tokes an' Affirni l;Ne nction’t establish quota. o

enator DotatAs! Two-thirds vote on‘efich sidet ' SO

Mr. BaLL.. Two-thirds vote on eagﬁde If that affirmative aptl
not férthtbming ‘and’ that' means affifimitive dctioh’ o t'he“pztft of he
donSufﬁing conntiiésas well as thé produciig' covint rles ‘thén’ ‘Quota%
ard’ estabhshed afid'thé whole a% eifieht'is’ mdb S9, the 09‘4
t16n°of the'consumifig colintiied'ls yery strong:at the bégmhi th
coffed yéar because 1t is'they who, hive to aﬁ ‘oni' tiwo-thir baéls
to the establishments of any qiitd at'all, and tiley lidve'tHe hbility, to
rb;aqt the idea of any quota foi‘ the year, m whxch casé 1t 19’ compﬂétely

ow thochanges—— L
enttoi DOUGLAS, Isthiswell established? e
M1 BatL, Yes; this is well established. Chahges are mhde withﬂi
the coffee year on a‘different basis, .
" Senator Dotat.as. I afti dpeaking of the g]obal total.
- Mr. Bawr, Talking of the globa quota? ,
- Senitor Doudias.. Yes.'
“Mr. BALv:  Béecause ‘to° irérease the uota then a; ui ‘requlres ah
afirmative act. An increase obvidiigly'is somethmg whicl) i§'propoté
by ‘'the ‘consuining’ conntiies; but the 'produding couutr%‘ Eemselves
have & veto power unless they must agree by twa-tlm‘ hé sariction
lat the consuming conntries have against t the gmdtieiﬁ countrles is
their threat 48 td'f e positum that they caii'také at the gmmng of a
’coﬂ'ee yearto réfiise td aghee to any | iiota At all, you'ses, s
" Sénator Doboms Ts that ih the trety? , '
- Mr. Banr, Thatisin the lnnguage of | the rem{& '
4 Sepsut‘?i% ?OU(}LAB Woulgl you poitit dut the séchon o’f fhe tre&ty tfmt
' wve . ;
" MrUBALL, Artiéle 88‘oqufréh;y pmvidéd%ﬁat- Lo et

At leasl: 80 days bofore the heginning of each coffee year. Qhe Councn sha 1'adopt
a two -thirds majority vaﬁe an zsafngte of totql ‘World imports’ for the’fol‘ligvg-

it and An éstimate—— - i
i 1b -:': v ‘; % -p:.. ‘»,‘A:: e
,sen% e?()omws isﬁns—-- ' oty _{,; e ,-w ’

ti-.

s anaria feenieey S 1‘wn
An annualh:atifmate of p:obable eﬁxlpog)s fr(ilm glelfnfmbfr lctoi;lnﬁtxﬂes. 1 Foo
e light o mates, the Councll 8 W annexport
otas ﬁvhlch shal th?same percentage for. a} e'xpolstlng membgrs ‘tmthe baslc
' export quotas specified in: annex A, N o ot ar

A as
T

e
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If under article 30, paragraph 1,if the Council does not adopt.an
estimate of total world imports by a two-thirds majority, t,hen there
is no quota fixed for the year and the result is that there are no quotas
for that coffes year,  « © . o o o0 L
Senator Dovaras. Where is that last language? . e ey
Mr. Barw, Article 30. Co , e
Senator Dovoras.. Thisis® = . .. 70 ... o8
M. Barr, Thisis the effect of article 30, paragraphl. .. . .1 i
Senator Doueras. That is your interpretation of theeffect? . ... ...
. Mr. Barw. This is the understood interpretatipn of the effect.. .. -
" Senator Douaias, Butit isnot in the treaty, or the agreementf, ... .
Mr. BALL;-Well,this‘i'sthe_?ﬁfgee,ment—‘—ﬁ e o
-Senator Dovaras. Isthatoftigial—— .. o ool i
. Mr. Baur, This is the agreement.I am reading from, it is article 80
Ofthe‘agre-ement'.\ S i ‘f’t‘f’s‘-r G e Y ‘;‘!s; SO IR OR)
Senator Douaras. Well, I don’t see that inte retation iy gy:t,i,ql%%o,
. Mr. Baun, What article 30 says is:that ‘th‘i' uncil ghall as P by
o two-thirds majority.vote an estimate of total.world Jmpch,l 3, 1T they
dg:noiggree on an estimate by a two-thirds majority vote then it ig nof
a Opt T TSTR R T Y .‘!!Z(} ’~A’ attogit '~‘::'n'~'=§'; K
. Senator Dougras. Tllatis,an,est.ij!ngtp,,not,a,qupfgi, N UETSATNEE RN
‘Mr. Barw. That is right. . But.if. there ig no. um&e @dt'?l?ted‘ﬂfé!}
there can be no quota because the quoty is fixed. only, on the basgis of
theestimate. .« : . . - . L 0 oo e i gt Tdaali
Senator Douaras, The second paragraph reads: In the 11ghfi qf.}lié;
ostimate the Council shall forthwith fix annual export quotas which
shall be the same,percentage to all export members—" |, i\, ..,
Mr, Batr. The interpretation which we have taken, and, f;‘tﬁl,,lulk,
the one accepted by tlie members of the agreement, enator Douglas,
is that if there is:no estimate agreed upon by a two-thirds vote then
therecanbgnoquota. .. -~ ... . ..o .,.;,.V el R
Senator Douoras. This is the interpretation and i want to know to

rticle 35 to which you refer,

.

S

Yooy o
L

TR

rr.
l'i

what degree the interpretation is binding;
paragraph 3, states that: ~ L o
. All declsions by the>Councll on the fixing and adjustment of annual and quar-
terly export quotas under articles 80, 31, 82, and.34 shall be taken, unless other:

wise provided, by a distributed two;thirds maﬁzr,i;y; \lfgte._. R
And as you correctly. state that dist-ribut,gci.two«.thirds;majqi_ty means
not. a total of the 1,000 votes but twosthirds-of the 1,000 votes of the
consuming groups and two-thirds of the 1 000.votes of the producing.
. Mr. BaLL:- Yes, again you' see ‘tl.usrme;::_efyt confirms. what. I am sug-
Ezsting. - Because you.sse all decisions on the fixing of. quotas must
»-taken by a two-thirds majority of the consuming a4 ‘well .as the
producing group.  If there is not a two-thirds maé:mty of the con-
sumin ' gtoup; ‘then -there is no decision.ona: quot; -gnd, therefore,
therbisnoquofa. .« .- o ir o te v dr nep SERERTETII N
Senator Doyaras. Have the, producing countries .ever. signed: tins

interpretationd e
. ‘Mr. BAtr., Thig 1s;‘the;mtef1'il‘eﬁﬂgli‘l Whigh e tobk, it ,thel Course
TV UL B PRI I PRRIR £ A

T N A IS T

¢ Z"l;! fred Ui

of the proceedings this last year and w ich—.
- Senatér Dovanas, When'you say “weV——s iizho 1 2
 Mr.Bati, TheU:S. Government. = /27 "0 o0 DL 0T

Gronp Ty tapbadd b D milg
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""'Senator Dovaras. The U.S. Government, but did the other coun-
tridsagree to that interpretation? = - o .
M. Jacosson.’ They understood’ very clearly, Senator, in the July-
August quota exercise that it was our position, and in fact after the
quota was set, several of the governments said that they had agreed
to the figure demanded by the United States. '

Senator Douaras. Did they ever sign such an agreement ¢

Mr. Jacosson, Well, there is no call for them to do so because the
procedures are as Mr. Ball said. _

Senator Ddétarias; Did they ever sign such an interpretation? Can

ou by & unilateral interpretation bind other parties to an agreement?
had never thought so. I am not a lawyer but I would think not.
...Mr. Barr. Senator Douglas, I would submit to you, sir, there is
really 16 otHer'in’crpretation that'can be given to this language be-
cause if you say all decisions on quotas, including the decision to
establish a quota——" : : _
. Senator Douagras. You see, Mr. Ball, what Senator Carlson and I
are afraid of is Lust this, that naturally tliese producing countries will
want to geét as high'a price as possible. It is true that we can veto
a decreass in the quota. We can prevent them from decreasing the
uota because they won't get a distributed two-thirds vote to decrease
the guota. - But by standing piit' and not increasing—refusing to in-
crease—the quota, our fear is that'the rise in world demand will in
itself force an increase in price. And the demand for coffee is rela-
tively inelastié, and as demand shifts to the right tlirough more being
demandéd’at the same price, and with quantities being limited ‘the
rice will. go up, and this is thé crucial point upon which I think the
enator.from Kansas and I havé both had very severe doubts in this
matter. : ,

Now, what you day is a partial réassurance but I would feel much
better very frankly if this were an interpretation to which they would
give' formal acquiescence and ‘agreement and not merely have it a
unilateral declardtion on our part'that this is what the term means.

Mr. Barn, Well, I would be prepared to assure the committee, Séna-
tor Douglas,that this is thie position thich the United States presently
maititaing and will continue to maintain, i} :

Senator Douvaras. I am very glid of that.

" Mr. Barr. That withoiit 'Americin acquiescence in this agreement
cannot sidceed, becavise froifi simply the standpoint of véting we'have
néw 400 out of a ‘thousand votés on the consumer side or 40 percent.
This amounts to n blocking one-tlird, and unless there is an acceptafce
of this intetpretafion, we would'not: be prepared to go forward in the
agreement, bechuse this seems to us, as it seems to you, an essential
’ee‘iné'nt, A R S - : e i
"' Sentor: Dotaras. I"#éwe just had handed to me the Wall Street
Jourpal for last week, Wednesday, January 20, and-in’ the article on
‘dommiodities on pags 20 the following paragraph appears: - '

Coffee_futures were wenk; - Bragllian and Portuguese officlals sald curien!
Goftco eipart quotas éetablishen by Epe' Taternationhl Coffes. CouRcll ‘exteed
realistic levels of consumption: ‘The sittation needs urgent correction to prevent
a further and unjustified decliné’in -prices:they said. =Portugal; through- its
Angola colonles, 13 a large African produ?;o,f: coffee. *-Both officlalg agreed to

seek measures for withholding excess ‘coffee suppliés from fhe matket and to

adopt a system lnking export quotas more closely to prices.
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Now, I had not thought theg had that power to decrease the quotas
because I thought that we could interpose a veto on a decrease in quotas
just as I thou’fht they could interpose a veto on an increase in quotas.
Mr. Baun, That is right. S,
Senator Doucgras. But apparently, at least these two countries—
Brazil is, of course, the most important country—want actually- to
decrease the quotas. o . o e
Now, under those conditions do you think that they would acquiesce
in increasing the quotas? o X
Mr, Bar. Well, I think that this is the situation in. regard to
adjustments that are made after the beginning of the coffee year
once a quota is established, then; either in the case of an upwa
adjustment of the quota, the producing countries have a veto; in the
case of a downward adjustment, the consuming countries have a veto,
Quite clearly this is the situation. C .-

3

- Senator Douaras. That is right. B
. Mr. Barr, So that the agreement really operates on the basis of a
general understanding as to where the long-range interests lie, and
this is in terms of stability. G LN T Ty
Now, unless there is agreement of two-thirds of both sides at the
beginning of the year there isn’t any system.at all'and-this is what
it comes down to. R .
Senator Douaras. The question is if the producing countries veto
an increase in the quotas, I had thought that the existing quotas
continued ?
Mr. Barr. They do. = .
_- Senator Doucras. Well then, the upward drift of demand will
inevitably raise prices if this happens. Now, you say you can throw
the whole thing overboard. o - g
. Mr. BaLr, Atthe b‘e?n’nihg— e S
Senator - Doveras. You don’t repudiate the agreement but you
repudiate the quota, is that right$ N S
r, BALL. At the beginning of the next cdifge;gear, unless thereé is
an agreement on a quota, there is no quota. But during a coffes year,
the quota that is fixed at the heginning continues in effect unless it is
adjusted either upward or:-downward, and -that: requires a two-
thirds vote of both classes, so tospeak. -~ = _
'Se&ator Morron. Will the Senator yield for a question at this
poin N
~ Senator Douvaras; Ce'rtainlg. B I e
~Senator MorToN. As I understand it, reading this treaty, once the
year’s program is set out and quotas are established by positive.vote
of two-thirds distributed, then on any adjustment of quarterly quotas
either side can veto? o X '
Mr. Bars. That is right, Sénator Mortoh."
- Senator MoxtoN. But at the beginning of each coffee year the en-

tire matter startsdenovo? - - - N

Mr. Baun: Thatisright, ' © P
--Senator. MorToN. And this requires positive action by two-thirds
of each group? . - P O ST

Mr. Bavr. Thatisright,sir.: - ‘ DI et e
.., Senator Morton. Now, the estimates of.the previous year,aud:the
history of (‘:Onsum%)ti‘on at the previous year will affect this'de novo
decision, of course ‘

1
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M BALLY ‘Exactly ap bl '
- Senator MORTON.’ Mo just don’b* ck ‘a ﬁgure out of the din each
ye:h‘ ' Yout haVe 4 fécord to g6 of.; -But it-is a de nove operatlon that
does require I_)[-h gitive, aﬂirmatlon by two- thn‘ds dlstributed .
Mr. at is right, Sehiator! " "
hétor MokToN, Whié means, bf course, thab there ’mll be no sys-
wm at all if a deadlock deyelops in which there can't be a meeting of
the'ininds to achieve stainhty between the producing and the consiim-
m countries? . B
¥, BALL) Ekaétly
‘Sénitor Dovaras. My atfentioh has ]ust been called to an article
in thé Fitiancial Tiines of Londott, I:don’t know the precise date, which
séems to iniply there is &' producers’ cartel operating mde ndentl ——
éither ouitsi e‘thé agréeement or inside the tigreement.. 1t says that
they have decided to retain and to hold bi¢k from the markef, 20 ‘per-
cent of the anthorized annual quantities:alloca %(;she Internatiohal
& dment) and that:this méans theraswill be 1,700,0 bags of Robusta
eé_—whatéver that: is-withheld from the market ;
(The article referregl tofo]lows ) . L o L

ey,
Bldnuma Oum Omsmz STHE- Aelmmzm, mers Quo'us 'ro Wmou Unm
S’um AGREED :

setrr 2 tagns ey i Finapelad Timea of London) : ' ¢ . P
B *Lnu Rmvn fn 'CovrEs—IACO Mitxs Leave MAnxm Sxm'tcu,
~ (By our commoditles editor) . Sty

1l iRoblasta Cofted prices ‘dropped ‘sharply -yesterday, losing all Frlday's gains,
but: renewed. short, coyering-. ‘bedught another revival with the March’ contract
closing at 2058 6d a hundredweight.
© Howaever, it is felt that the communique issued by ‘the prlce commlttﬁa ot;tﬁe
Inter-African Coffee Organization aftef its 2-lay meeting jn Paris has had
little éffect on market sentiment, ‘but rather: that prlces have been ‘revived- by
teaTrl? of sterll’ngsv;)ealn:iessded 29 t f th th 11 .
- e. committee  ha 10 re perceno eanozedamma
’ qnan;:mes :hocated %y %e Iniema onal Coffeo Agreement. This will megn
that ‘over 1.7 million bags ‘of robusta coffee will'be withheld from the markef.
At has algo been ag that no-‘membey ‘will: make any. more forward sales until
further notice, and all;sdles will bé;registered with the Secretary General, .
This has left the market still rather skeptical. In the past the Ivory anst
an Angola -hay tﬂ'?h rtainly .shipped contrary to the declsions ot YACO. And
coffée poutihg Into ‘the warehduses it i3 ‘very difficult’ for most African
countrles not to ship.
) Uganda hgs matlilelarranglements withthKenyg t(;tslbjore siome of its tfggef; Si;)
t:may, able to hold: oyt longer than the res as lso approac rag
wh eg ,&e Uganda M lnigter of Agt’r‘icnithfe Mr. Ngobi, has be¢n on a visit, A
statement by both Pountties issued last'weekend says they consider necessary
ggdn&mediam reduction of the global quotas fixed by the agreement for the 19644
coffee year.

LS

supmxmnmtun o ,'i f

~iThie maln- problem facing producers in:fact is that with recovex‘y ‘of the ‘Bra-
gillan crop, supply is moving ahead of demand ‘(last-year Brazilian - exports
dr%ppeddby glearlyu mllg;m g8 :iol 148mlluolngi§;), ; e to l’i nd hate
. -Uganda has agreed ra 'sproposa €. quotas pcesa tep
an intérnational fund to finance feténtioh. - 1t has also'declded, Aecording to Mr.
Ngobi, to limit production. But until other countries follow sult, thé quota
" 'system appears to be too flimsy a vehlcle for limiting supplies.ta the macket.

- Senator Dovoras; Ts there such a producers’ cartel whlch refused
tﬁabxdeby*th""é-memeht? |

\.u,_(:!‘&_—.‘\ ot s
: AR R
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Mr, Bare. There has been as I had understood it, for many years
cartel arrangements within cgﬁeermdustry, The fact.ig that, what
happened in %954 af the tlmf .of the, very hugh rise in- prlces—-—to 90
gﬁms 2% somet ung—-,-on Prazilian. ngtos, was ) ‘result of the efforts of

8 Ca& ‘ i i ot o

w, I thmk, we shopld be (1 lte 'cl j _i' on Ww lmt tius agreement l;;as
done Wxtlxout an's,; ment, ducers; fwould corfginly co,t}tume
to try.to strengthen ir organization of & c,oi‘ The trouble with &
cartel, in operation is that somebody ususlly: is on it on s0IMe pomp
and 1t, therésfomi has that element of weakness, '

The big problem in the coffes ‘trade from' the roducers oln{, of -

-view has to. get-a real ,sohd 111}f between t e in Axperlcan

coffes producers and the can co uoers, rere has been a

measm'eo dmgmementh o S
Now, there isa cartel arrangement wlnch stxll persmts hut t)m pout;t);

is that for the first n,me there i 1s a Tesponsibility on govemments
bring about stabjlity: in’ the markets,.and there js & fomm in ywhiclra
theseé matters can be ¢ mc\med bpt,ween governments and w qm gov-
ernments'gdan, ez;ercls@@ eixr- ;nﬁ“enoe oNer them n}, ucqexq

- Otheryyisé, we Jeave it sppply to DIy - Lion wlu ;s ti \y?.ys,
yOu Well k-nOW’ g&m$t t{hQOQ Q}‘, e

“But ihere ove, transfer the “action fmxp 6 pnvate 1 io govem—
ments _and give gove ents onsibility,. . Th 1 provision

\t loqo any\price ar-

rangements—which/1s, in; eff ecb,, B1rS BRLS gementg q{)
«ducer . and. consuyger  arrmngemets; and;) },e ipe ake
action with the g vernme 8 with rdspect Yo th

Senator Dougfas;, Mr. Ball; it seemp a thopd

consum mf coufitries become enforcifyf

' : LY SRS {iE! A
Thls is cert m]yamra obli
coffee from arly country g
thermore:we Will notnm vort cofle B
does not abide by, the: q ag 6sts

0. 0t it is entib
enforcing agent.\ I have been inCentfa]
with anumber.of the coffes progucar

knew what 1 ivas seeking, fol-hut they s 1r'3udgm t the
‘agreenient would: nob.he enforceabla upless _the cgnsummg duntries
not. to take coffeg .produce

outmetxe quotas. BN
So, we haye become in ¥ nse enfqrcmg agentw I A

: Thatlsrlghu. R LT
y Senatgl‘Boer Isntthattrue —~——T YT L
.. Mr. Bawg, Thatist; e,snr AT e R
. Senator: oxmpm 3
.. It is very puzzling. If T coyld xeel qssured, Af I could’ feel assurqgi .
kat in- the ﬁce ‘of agreement,on tho annual quota, that the, who
lﬁg vaou 1ssolve X would fqel much. happxer about th .
r X eyou
Senator. UGLAB. %ub with th tem ar of the, px:oducmg countrles
and 1 don’t blame them at all, it would; sverh £o me that ey wou
reject any sucn mterpretatlon as you give. .
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Myr. Barr, Well, I could— A
~ Senator Dovueras. Does Brazil agree to this? .

Mr. Banr. In fact, they have by the action that wastaken.
~ Mr. Jacosson. Senator, last July or August we had a major dif-
ference of opinion with respect to the quota question and the issue
finally went the way we insisted. Several governments of Latin
America acknowledged ‘the%eel?ad to go along with us because other-
wise there would not have been any quotas whatsoever. There were
public statements to that effect.

Senator Douaras. Did Columbia agree?

Mr. JacoBsoN. Yes. A

Senator Doveras. Did the Central American Statesagree?

Mr, JacossoN, Well, in acknowledging and agreeing to accept our
position on quotas at the time the position of our consumers implicitly
th%v agreed. . o

enator Doueras. Did the African Statesagree?

Mr. Jacopson. Implicitly yes, I can’t state explicitly. .

Mr. Barr. Senator Douglas, I can assure you that unless this inter-
pretation is followed the United States will find it impossible to agree
to a’quota at the beginnin'fg of a coffee year. Since we have 40 Rer—
cent of the vote and since all we require is one more state no matter how
small to join with us, we certainly would not respect any quota that was
fixed without pur approval. , , L

Senator Douaras. You see—and T don’t wish to belabor this point—
what some of us are afrdid of is that the quotas will be frozen in the
"face of rising world demand and that this will consequently lead to an
upward move in prices. : ,

Mr. Barr. This is the importance of having a de novo action taken
at the beginning of each coffee year because this prevents a setting up of
a structure which continues over the year. -

Senator Doueras. Now, suppose the country says we didn’t agree to
the interpretation which the United States made, there may have been
some verbal talk, but the people are acting ultra vires and we reject it
because apparently there are some already rejecting the existing quotas
and imposing quotas within quotas for a smaller quantity. Suppose
they reject our interpretation, and they are very adroit peoEIe; would
our Government be prepared to say we would buy coffes wherever we
wanted to and in whatever quantity
~ Mr. Barr. We would say we would not respect any quota that is not
fixed in accordance with the two-thirds réquirement.

Senator Douaras. Would it be the policy of our Government if the
quota were maintained as a fixed level in the face of rising world de-
mand for several years that we would then be willing to buy coffee in
the open market in such quantities as the domestic trade might desire?

Mr. Barn. Well, as you know, there would be other factors including
inventory changes and matters of this kind. But it would certainly
be our policy to insist upon the establishment of quotas which would
not result in a rising price as a result of the pressure of increased con-
sumption to the point where we would get out of what we would re-
gard as a very reasonable range of coffee prices.

Now, that reasonable range I suppose is somewhere within the range
‘of 40, 45 cents, something of that sort.

Senator Doucras. Where it i§ now#
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Mr. Barr. About where it is now.
Senator Douaras. Futures are a little lower——
Mr. Barn. Which is something less, I think, than the 15-year aver-

age.
. Senator Douaras. Mr. Chairman, I don’t wish to prolong this ques-
tioning, It is both interesting and very crucial. But there’s just one
other point of Mr. Ball’s testimony that I would like to ask him about.
I notice that he stated that the vast majority of coffes output was
roduced by small farmers. That was in your testimony, wasn't it?
age 2¢ “Overwhelming majority of small farmers cultivating less
than b acres of land,” does this mean the vast majority of coffee is pro-
duced by the small farmers or does it mean that there are more small
people than big people? '
or instance, I have just been going over figures of concentration of
profits in-manufacturing concerns in this country and I find that the
top 20 manufacturing concerns have, I believe, 36 percent of the profits.
Of the total of 420,000 manufacturing concerns in the country, the
top 1,000 have 86 ﬁpercent of the profits. The bottom 419,000 have 14
percent of the profits. | ;

Now, g‘ou can say'the vast majority of manufacturers are small en-
terprises but they get & very small fraction of the total profits and do
& very small friction of the'total volume of business and have a very
small fraction of the total assets, =~ ' :

' But what I woiuld like to ask now: Is it true that 60 or 70 percent of
the coffeé is grown on holdings of less than 5 acres? , _

Mr. Bawr. I'don’t know the answer to that, Senator Douglas, the
situation varies greatly, I will try to get it for %m ; the situation varies
%:eut.l% as between one conntry and arnother. By and large, in Africa
the coffee is grown almost entirely on very small plots.

Senator Douvaras. That is right. But what about Brazil? . What
about Colombia? What about El Salvador? I guess Costa Rica does
have small farms. YWhat about Guatemala$ ‘

Mr. Barn. I have here this information: that in Brazil about half
the total production comes from medium-sized farms of 8 to 65
hectares. . '

Senator Douaras. A hectare is two and a quarter acres?

. Mr, BarL, That is right.

Senator Douaras. - So that would be from——

Mr. BaLi, From 19 to about 140 acres, I think.

Senator Dovuras. That is not a'small farm. .

Mr. Barr. A third comes from large farms of from 65 to 250 hec-
-tares. Plantations of over 250 hectares and small farms of less than 8
hectares remain as the remaining output in about equal proportions.
. Senator Douveras. T wonder if you will submit that table translated
into acres. e

Mr, Barn. All right, surely. -

Now, this differs quite a bit. In Colombia, the small farm of under
10 hectares is the typical unit.

Senator Doueras. 1101

Mr, Barn. Noj; of under 10. .

Senator Dovaras. Twenty-two acres, . .

Mr. Barn. Yes; is a typical unit accounting for about three-fifths
of the total output.
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In El Salvador, on the other hand, two-fifths of: the area under
adult plantation are in farms of over 50 hectares; in other words, they
have big fincasthere. . . ; S o
In Africa, the number of small farms has been expanding rapidly,
for example.  In Kenya, the number of licensed growers rose from
8,000 in 1951 to almost 85,000 in 1958, S .
-+. In Uganda some 85 percent of production isby African smallholders,
most of whom own under 500 trees, coffee trees, I suppose. -~ -
Similarly, in the Ivory Coast more than 90 percent of the coffes
areas ave in the hands of African farmers, o S
- Senator Dougras. Mr. Ball, I do not want to detain you too much.
JTet moe say I spent seme time in Guatamala and El Salvador in
December of 1963. _ S
Mr. BaLr. Very large fincas there. : ,
. Senator Douoras, I found there it was not so much that. a single
farm was so large but you would have a plantation owner who would
-own- & number of farms and operate them under central control, so
that theso figures—and this is & very slippexg' business, I know, and I
supposse it i8 impossible to that—but the figures by far do not
mirror the concentration of the ownership of the farms, and one has
only to look at El Salvador or Guatamala, for example, to realize that
the major portion of the coffee which is grown is owned and controlled
by & reatively small percentage of people, ST R NPT S

“There is some question as to }:ether the 14 familjes in El Salvador
control the entire production. - At times they were claiming through
family descent} just as the five families of Hawait have become more,
so there are 40 families. o .o

A friend of mine had dinner with one of these families and they
pounded their chests and said:. : ,

They say there are 14 families in El Salvador. I want to tell you this is
wrong. There are only five families, and we areone of them. - : ‘

But what I have been afraid of is that this will mean not increased
income for the laborers, but greatly increased income for the big planta-
tion owners, and that what you have will be that the lotv-income people
in this country will be subsidizing the high-income people in the
coffee-producing countries. | ﬁ

Mr. Bawr. Of course, what we are seeking here, Senator Dougl
is income stability, and this is important not merely for continuity o
employment. on the part of the workers on the plantations, but also
as far as the foreign exchange earnings of governments go. Becauss
it is almost impossible to do sensible planning unless they have some
assurance as to the flow of foreign exchange over the forthcomin%
period. But we will try to get you an analysis of this question o
ownership. Frankly, Tdonothavemorethanthis. -

Senator Dovaras. 1t may be impossible to get.

Mr. Barn, I will see what we can find out.

(Information subsequently supplied follows:)

SrzE oF FARMS IN CorrrE-1’rRoDUOING COUNTRIES

Comprehensive data on the slze of farms and on farm ownership is undvallable
in many of the coffee-producing countries. Being underdeveloped c¢ountries,
thelr statistical services are mainly inadequate or totally lacking, . The FAO, in
its most recent study of “The World Coffec Economy” does have this to say: -

“One factor which tends > enhance the difficulties of raising the general
standarl of cultivation practices is the tacreasing Importance of production by

i
4
b
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small holders and péasant proprietors. The number of small holders -has prob-
ably .doubled since 1046, the growth in this group belng especinlly marked in
Africa. Probably onc-third of the world production now comes from farms of
less than 24,7 acres.

“In Brazil, about half the total production comes from medlum-sized farms
of 10.8 to 1060 acres, while a further one-third comes from large farms of 160 to
618 acres. Plantations of over 618 acres and smnll farms of less than 19.8 acres
.account for the remaining output in about equal proportions. In Colombia, the
small farm of .under 24.7 acres is the typical unit, accounting for about three-
fifths of the total output; most of the rest is fccounted for by farms of 24.7
to 123.5 acres. - By contrast, in Pl Salvador, twoififths of the area under adult
plantation are in farnis of over 123.5 acres, and a further one-third in farins of
24.7 to 123.5 acres.

“In Afrlca, the number of small farms has been expanding rapidly in recent
years. In Kenya, for exawple, the number of licensed African growers rose froin
8,000 in 1031 to almost 85,000 in 1058, In Uganda, some 85 percent of production
is by African small holders, most of whom own under 500 trees each. Simlilarly,
in the I¥ory Coast, more than 90 percent of the coffee area is in the hands of
small Afriean farmers, and the proportion 18 also high in Ruanda Uruiddi,
Tanganylka, and Madagascar. . C

“This expansion fn the number of small holders has meant a corresponding
increase in the importance of coffee in the economic and social structure of these
countries. But, at the same time, this devejo?ment may have made it more
dificult for governments to influence thé trend in production, should they wish

to do so.”
Distribution of coffce acreage, by size and tgpe of ooffee farm and planialion,
- Sl Guatemala, 1960 S
N T v
A ximate 1
. : 33:'.5’»« of |Approzimate| Averago site
Type of farm and plantation, by acresge in coftes oone‘oh ?rnu total acreage |  in acres
plantations
Noncoramercial plots # under 2.5 scres............... eeaneeee v 10,000 12,000 0.6
Private commercia) farms and plantations:
v%nderl?.im‘ " ...........p. ........................... aes 9,825 68, 000 7.8
128t087.0acres. . ..ciiciiaaaens ceceameraacnnas 1,880 3, 000 4.0
37.2t0 128 netes. ..... T 5% 63,000 119.0
125.1 to : 470 123,000 22,0
Over 500 50 86, 000 1,720.0
Subtota), privats coramercial farms and fnlanmlom . 11,925 376,000 31.8
Qovernment.owned plantations over 800 acrea . .............. 78 62, 000 822.0
Total. .. ciceiiiciaesccecanrasnaaccsccasancnsnacnns cnans 31,000 450, 000 1.8
1 Grown for use of owner, not marketed,
1 Controlled by Fincas Naclonales, an sutonomous Government ageney.
Distribution of coffee Aoldings, Nicaragua, 1960
S B - Agoproxlma;e
Total size of farm or plantation (acres) Number of | -(0tal aroa’ | Average srea
tarms planted to in coffee
coffce
f ' Acres -Atres
304 600 |. 3.8
© 1,604 6,600 & - 4.1
%3 7,00 . 7.6
1,210 12,000 | 10.0
.18 39,800 | . 1140
1,413 38,000 .0
1,200 86,000 720
% . 23,000 240.0
9,603 218,000 na
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Distridution of ooffee acreage in Costa Rica, dy size of farm Roldings, 1955

Ampl%nwd)to"eoﬂeo
8izo of farm holdings (acres) Nu‘ggg of

Total | Average p
i L
820 "', 200 1.4
13:430 &aoo 37
| mml &
550 n:% 2.8
350 23, 800 8.0
67 8,400 1270
21,087 188, 500 71

"V These Some farms, both large and ha ch higher percantage of scresge in
LI ATe. S s, ol rts and smal e much e prsiags of s

~ Distridution of ooﬂeé aoreage in Ei ﬂqlvador. 1955 - )

" 8lze of area planted to coffee . - Numberof | plantedto’
(in acres) ' . 00

>Amelnooﬂ Percent of Pewentol'
e farms . area

s put ol Bt

PO P ey

1 Insignificant.

Senator Doucras. Mr. Chairman, T think I have taken, perhaps,
more time than is my arithmetical share. I regret this. I want to
thank Mr, Ball for his very intelligent answers. I wish my doubts
could be cleared up because I see the political advantages, which are
very strong.

e CHAIRMAN, Senator Curtis. S

Senator Cortis, Do I understand that the objective of this treaty
Mr. Ball, this arrangement is to enhance and stabilize the income_of
the coffee-producing countries?

Mr. BaLt. Well, I should say it is to stabilize the income of the
coffee-producing countries at a reasonable level. We are not talking
gbo}tllt trying to transfer resources by the maintenance of artificially
high prices. .

ex?ator Courtis. But its objective is the economic well-being of the
producing countries?
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Mr, Barr, That is right. One of the major elements in well-being
isstability of income, | SR
Senator Curtis. That fwould be brought about by several things.
One, coffee sold in the corfsuming country would have to be labeled as
to the country of origin. - « .
Mr. Barnn., Thatis righty sir, '
Senator Curtis. It wolld also be brought about by a quota that
]im]its? the total amount of coffee that can come into the country, is that
rightt ‘
fr. BarL. It limits thezamount of coffee that could be exported by

a producing country. ~ L
lSem\tor &ms.mis ther& a speocific quota on any consuming country?

Mr. BaLr, No,not on any consuming country. :

Senator Curtis. Conceivably then they could enter into an agree-
ment to limit production to a certain amount, and one country could
come in and buy it all. . -

Mr. Barr, That is possible, and the point of having certificates of
origin is that-then the Coffes Council is advised as to where the coffee
hasgone. It candetect thissituation, . '

Senator Curtrs. In addition to bringing about a better economic
situation for these coffee producers, it'has to be labeled as to count
of origin, there is a quota which tends to balalce consumption: wit
production, and also there is the wehpon of a completé prohibition’ of
the importation ; is that right ¢ o I :

Mr, Bann, Well, the agreement on thé part of the consuming coun-
tries is that they will not import from countries which are not members
of the coffee—— : . - . _

Mr, JacomsoN. No, Senator, they are required to limit their irnports
from nonmembers to the average of their level of imports. from the
period 1960 to 1962. There is no flat:prohibition of imports from any
country ; and those limitations are not now in effect because the prohi-
bition runs only when more than 5 percent— ~

Senator Curtis. Here, prohibiting imports of coffee that are not
accompanied by certificates helps exporting countries police their quota
system. - : : o '
yiir. Barnn. Thatis right. S

Senator Curtis. Now, how would a producer country that had not
signed get a certificate? ’

Mr. Barn, Well, in a situation where imports of producing countries
that were not members of the Coffee Council, of the coffee agreement,
had not. exceeded 5 percent of the total world consumption in & base

riod, there wouldn’t be any prohibition imposed on those.imports.

t is only when the Coffes Council determines that:the nonmember
countries had accounted for more than § percent of the exports that
they then impose restrictions on the imports by:the colisuming coun-
tries of thoso—from those areas. The levels at which those import
restrictions are imposed:are the levels that existed during a base

period. " - : o o
Senator CurTis, Who would issue them a certificate?

- Mr, Bary. They donot have to have a certificate. =
‘Senator Currib, They cannot export without it.-

foyt ..

.
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Mr. JaconsoN. No-nonmembers; Senator, are permifted to’export
wxftrhout‘ wrtlﬁcates of orlgm We are permltted to import ‘their
coffee.: .- ST e

+Senator CURTIS. Eiport how much? e i B

Mr. JacoesoN. When no llmltahons are in eﬂ?ect, they have no
limitation. :

- Senator Curis. I mean when' hmltatlons are in eﬁ‘ect

: Mr, JacossoN.. When limitations are in.effect: they are permitted to
export up to the average of thelr exports to member countrles m the
years 1060-62.! ! .: - PR

Senator Curtis. How are you gomg toenforce thatf. S
. ;M -JacoBson:. Member: importet countries are reqmred bo nottfy
the coffee or C_guamzatxon of their imports from nonmembers. . P

-Senator CurTis, . The importing countries? N o

! M. Jacosson. Make the notification-to the coffee orgamzahom

Senator Curtis. Provide the mechanism for enforcmg it

sMrJAcopsoN. That is correct, against notimembers. - $

Senator Curtis.' Well not; is it the policy. of the State Department
f pl% tqhe same protectlons to. domestxc pt‘oducers of agriouitural

stufts '”"H“hn St [N EETERN PR

,Mr. Bacr.. No, domestio producers are’not mvolved inthe agreément,

' iSenator.Corris, I know they-are not-involved in: this, but is. it the
pohcy ‘of our;State Department;to.grant;to our. domestic. producers
these same protections? In other words,: do ou!favor requiring th¢
labeling of other agricultural .imports. a8 to the; country of. origin in
ordér to:improve the economic well-bein of domestic producers? E

Mr. Bawn, I do not know that the pro lem has ever ansen, Senntor,
tomy knowledge ST

~Senator- Cmrrm Oh, yes, it artSes in every Congress \vhere bl.lls ary
mtroduced tolabel 'farm goods It arosein eonnectlon mth the 1mport
beef crisis, and soon.

Mr. Banr. You are talkmg about the varlous labelm acts " These
are not in the context of an internatiohal arrangement mean, these
are unilateral actions which—+. .. -

Senator Cmms. I understand that. But here you are advocatmg 8
system reqmrmg _imports to show their orxgm, a matter that you say
is for the economic well-being of the foreign producers. . -

Well, is it the position of the State Department to grant that same
protectlon to domestic producers of agricaltural products? .

Mr. BaLr. Well, all we are talking about here is trying to. enforce
An international arranFe tment, and in the absence of an mtematlonal
arrangement, it-is a wholly different problem. ‘-

hSenat,or Cmms. No, yowcannot hmlt ihe inqmry of this commnttee
that way e

Mr. BaLn, Let me anbwer your questlon then. '

+Senator Curtis, 'We are responsible for tariffs, trade a reements,
and the'whole tlnni affecting the American economy, and I,think it
is a fair question to know if our State Department comes in and advo:
cates certain protective measures for foreign producers, whether. or
‘not your position is-that those sameé protective measures be ‘granted
. to domestic producers of a; 1cultural roducts, und my question-is,
Do you favor the labeling of imports mth their country of origin for
the enefit of domestic producers?



COFFEE AGREEMENT 27

Mr. Bari. ‘We huveé opposed, as - general rulé wé: have opposed,
labeling acts. Labehng At fve of a quite different wiatter from’ what
we are concerned with here, and let me explain, if I may Wh Iday thdt.

“The purpose of labelm%acts by: an({) large, is’ to a to the 'e6n-
sumer—becduse jiiost of ‘them' require that tlis label be guch ‘as 'to
appear on the package that the consujfiet buys—thdt ‘these are of for-
elgn origin, and’ thesé are ftostly in"aid, T mean-it is obviously in aid
of the possnblllty of orgamzmg cohsumér moveménts for Y prdbec-
tionist purposg.

We, in our experience feel’ that this-is not a useful or desirable

thing, and we hate taken' this positién cotisiste t]y ‘6ver the years.
What we aré talking about hets is an éntirely différerit matter.

- Senator Citrrs: The objective of both is to restriet importation for
the benefit' of the produéer, oitlly thé producer ‘in’ ’bne istance is &
foreign. producer..

Mr. BALL, WSéll, i dre talkihg about the qhbstlon of any kmd of
import’ lnhltdtxbn whéther it be'by label or not, bécausd the effect of
one kintid'6f-Iabel” is tb 'pefilit or anized ‘condumer résistance, ' The
effect of dnothér'ig'td be hible to advise wi internatidiial councll, give
it the mfo;matlon that 'Wwill ‘éndble it to carry out tm intemtitmnal
agreement, %d te ‘separaté things,

Senatot G‘vm'rs W 'T do ot thiflk 86} T do hot Ehmk $0: - Iﬁ is
the’ prodtising irou 8" £ nt advocdte the’ lhbeling bf the country of
ongm . Now,’ éa to’dofisumers for assxstdnce, but-the
economics of ' It' nre xd htl '

Mr. Bar. We are not trymg to protéb,t' ‘the’ foi‘é:gﬁ roduCéx‘ frOm
the competition of the American gro ducets, \rhefens' the putpose of

labeling’ acts ‘is' to: protéct the ‘Ameriean’ px‘oducté frofii' the competi-
tion of the fotelgn k‘oduce'l‘s. "They aré very different in objective.

Senator CorTi are you g m yto protedt in'this?

“Mr. Batr. What wé re ti hgté 0 is to bring dbout some stablllt
in markets which will be beneficial to everybodv, ncluding the Ameri-
can consummer;’ 1néludm thé Americari coffee industiy; and’ you. will
find that this l’nll—aﬁd the: a%‘eement-—are genemlly supported by the
coffes inidustry ir the United Sti

This {8 an ‘attémpt to Bring stubxlity irito dn indust‘ry that ' lias been
racked by ‘¢haotid l?i‘u;e tonditions over a long penod These ‘created
not only ecohofﬁi& f‘pdl jtical distiption, =~
" Senator Cmms m'in mpatliy with that. I'think if the foreign
producers of ‘¢offeé have an extremely low ‘price thiat some reasonable
arrangemetit to raise that ice——thﬂt thie sellet of agticmtuml com-
modities would have sometliifig to sdy about that price is sound .

But I do object to the State Deiat'tment granting ‘w> measure of
progectlon establishing a policy w ﬁc e d6 not grant to the gdotmzs,hc
producers A

Mr. BaLi, It séeihs to rhe;’ Sehntor Cut'tls, that the cohsiderations
are wholly different, because what we are trying:to'dd, as far as the
foreign coffee producer is concerned, is:not to give him: the Rind: of

_ protection from other competition" “which wm enable himi: to raise
the price to an artificial level, but simply to give hith sonie stability: -
pmtbm 6h’6fm03t df}hélabelin acts 18 tb discouragé foreigh im-
Hbggst ii\‘ gg&f‘ 8 give the Américan prodneer 1\’ larg‘er share f' thé
) ¢ : :
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. Senator Cortis. They haveidenticallly;the same objectives. -

Mr. Bawr. The objective of one is stability, and the objective of the
other is protection. o

Sendtor Curtis. No, it is stability, because one would build a do-
mestic industry to a strength that would enhance its price, yes, but also
make it so that it would not have the peaks and valleys, and work to
the interest of the consumer in the long run, and the other one would
be todoit for the foreign producers. . . . g

I think that philosophically your position, the (i)osition of the State
Department, here today is diametrically opposed to all of the trade
agreement proposals that you have ever broughtin here. , . -

Mr. Barr. I could not accept that, Senator, quite frankly. I think it
is totally consistent with the idea of liberalization:of the trade, on the
one hand, and the effort to bring some price stability into markets
on the other hand. ‘ A

Senator Curtis. Well now, could a potential purchaser in this coun-
try contact a producer in another country and negotiate a contract for
the importation of coffee irrespective of this whole arrangementt

- Mr. Barr. Well, he certainly—this is exactly the way it works, I
mean, normal trade goes on exactly asit alwayshas. , =~ - - -

Senator Curtis. But it hasto conform to thisarrangement. . .

Mr. Barn. The producing country agrees to limit its exports in ac-
cordance with quotas that are fixed by the International Council. .But
as far as the United States is concerned, all we do is require certificates
or origin so that the Coffee Council will-be advised if the quotas are
being exceeded by any producer. . ‘ . _

Senator Curtis. Allright. R

Suppose & country limits their exports, and their export quota is
all parceled out. Cana U.S. purchaser go to another person in that
same country and buy some morecoffeet . .. .

Mr. Barr. Not if the quota is exhausted. It the quota is not-ex-
hausted, ha can. . S s L

Senator Curtis. That is right. This is a.-trade -barrier, not a
liberalization of trade. You know that, do younot? . . o

Mr. Barn. It is a matter of the purpose for which it is employed.
In the one case, as I say, it is employed for the protection of one indus-
try against competition. In the other case it is employed for the pur-
pose of bringing some kind of price stability }n the world market,

Senator Curtis. Well, they are inseparable. ' Price stability in the
world market, I think, that generally. accepted term would be a good
thing for the producers of any item. I do not think you made a dis-
tinction there at all, but that isall, Mr, Chairman. = . -~ =~ -

The CrAIrMAN. Senator Talmadge. . = S
. Senator Tarymapge. No questions. . R

The CramrmMAN. Senator Morton, L

Senator Morton. I will yield to Senator Dirksen who has a point-he
would like to clear up. . L _ AL
~.,The CHAIRMAN. Senator Dirksen. .

Senator DirksEN. Mr. Secretary——

Mr.Bawn, Yegsir.:. - o o e

Senator DirgeN. Isit true that a 1-cent increase in the price of -cof-
fee will burden the American consumer o the extent of $3214 million ?

Mr. Barr. Yes. I am told it is approximately right, Senator Dirk-
sen,
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.- Senator DIRksEN. - Is it true that since 1962 there has been an inorease
in coffee prices of 11,78 on the New York spot market, which would be
about 14 centsretail? . ' G

. Mr.BarL. That is about right,sir, . = . .. S

Senator DireseN. That would put a burden or did put a burden on
the American people in round figures of $350 million. .

Mr. Barr. That would be about the effect; yes. L
. (Th)g following was subsequently submitted by the State Depart-
ment: ‘ .

The foregoing figure should be correctéd. Data for 11 months indicate that
U.S. imports of coffee in the year 1964 exceeded those for the yeard 1963 and
1062 by approximately $280 and $210 millions, respeétively. The net drain on
the U.S. balance of paymeits was considerably less indsmuch as countries export-
ing coffee spent a ‘substantial amount 6f their coffeé earnings for purchases of
U.S. goods and sérvices. o i : S
: Senittor DirkseN. Now, if perchance as 4 result of the céffee treaty
and theé itnplementing legislation, they manage to get another ircrease
of, say, 10 ceénts a polnd overill, that would be an additional butdeén
of rouggly $328 millieni. ~ L e

Mr. Barr., Yes. But I think that at some ppmt“g,ou WQu}&"get ‘a
fall in consumption because there'is some price flexibility of dém,and
hére. = . L . ' .

“Senatot Dmsrir, Now, alluding to's poiit raised by Seniitor Dbirg-
las, 1 566 frofii ;Qh‘é’,dgthé'd,i%mtc' es from Rio that, tho A feieus ovi
dént.ly are going to ,‘§u¥pQrt Brazil in whatever position she may take
and that, as a matter of fact, the Minister of Agriculture from %@ndiz
actually did go to Brazil, so that is an operation between on@ govern-
ment and another in the producingareg. .. . - - T
Mr. Barr. I think we can éxngt,;SQ nator Dirksen, that the pro-
ducing countries-will do their best to get together just as the consuming
countries will attempt to protect théir interests inf%hfsj ttér.
Senator DirkseN. I note also in one of the Latin American letters
that African producers actually did meet on the sixth day of Jannsry
of this year and have come to an informal agreement to make their
own quotas and to keep 20 percent,of the crop off the market. Has
that cometo yourattentiond. . . . . . o
Mr. JAacoBsoN. Senator, our understanding is that they made.sgﬁb a8
decision. A They. did this against. a background of very heavyship-
ments of African coffees and very heavy production, so much so that
within this coffee year, which began on October 1, the price of-African
coffees ha,s:drqued,from@pproxim‘ately 35 cents,a pound to 8 low of
something like 25 centsa pound. ;. . N L
The Africans then decided if they kept up their cutthroat sales, fully
exploited their sales, their, quota sales, and in -addition viclated-~to
use a blunt word—violated their export quotas, they faceda.further
collapse of coffee prices. -
. So they joined together to try to bring some order into their market-
m%policles. I think that is the reference to the meeting of January 6.
.. Senator DmrkseN. I take it from the staff data sheet-that the quotas
in December of 1964 were actually 1,300,000 bags-smaller than in-Jimne
of 1964, notwithstanding the fact that coffes consumption obviously

hadtogoup.
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- v MR JACoBSON.: Senator, the quota which' we set in: December after
canceling out the 500,000 bags that we could'kave obtained was ap-
proximately 4744 million ba%s, contrasted with the quotd 'at its'maxi-
;l’lélm iﬁ the prior year of 48.8 million' bags, 8 ‘reduction-of roughly
3 -millioh. LT S P G
Now, we must renierbet that in that prior yéar, the year just passed,
we h‘agi raised the quota’actually: from 45:7 to'48.8 million*bags o
coffes,’ much  more than we anticipated ‘the in¢rease in consumption
to be, but to allow for a great big increase in inventories as buyers
sourried in the market to get fresh coffee in the light of the Brazilian
frost,and thenthedrought. -~~~ o7 e
'Now, having built 4p these inventories, with consumption laving
sl;‘runk-a little'bit in the United States in the past coffee year be¢ause
of the increase in price, the producers felt that the market, could. not
absorb, and we agreed with them, the same amount of 48.8 million
‘of coffee because inyentories were heavy, and this is ong of
the reasons, ifi fact, Why.buying has:been relatively light thls,{',,ear_.“
So we adjusted the quotas downward to reflect our honest anticipatiotis’
of what the markef could absorb. . ... .. 7
. AsT .isidm%‘t,sid;-,l believe to Senator Doiiglas before, the actifal record
of ‘exports thi§ year shows that exports will indeed be running ‘at
less than the figure of 4714 million bags of coffee, and it is this which
has prompted the producers’to get together, in Paris most retently,
and to suggest & further cut in quotas.  As T indicated, we are look-
mg that matter over:and have taken no decision on it whatsdever.
enator DIrkseN, Do you agree that the only way 'to stabilize
‘g}"ices, and oertainlﬁ thé only way to keep them in dus bounds from’
the standpoint of the American consumer, would be to enlarge the
quotas.. Isthereany other waytodo it S
Mr. Jacoeson. Taking the swings with the roundabouts, there is
absolutely no doubt about it. - R o
Senator DIRkSEN.. Yes. A | '
Mr. Jacoson. No doubt about it,
~ Senator Dirrsen, So it is a question of quotas._ _ L
Now, all this suggests a foundation for one thing. When we con-
sidered this matter last year, the committee adopted an amerdment
I offered as a substitute for section 4 ‘of last year’s measure. ‘That
ve Congress some measure of control, and I thought they should
ve some control, -~~~ ' S .
Now, the point was made that probably this was an infringement
of an executive power and violated our general concept of the sepa-
ration of executiye and legislative powers. : : -
" Mr. Bawn, Thatisright... =~ . | ST
Senator DirrseN. So the bill that is before us now c¢ontains State

Dep‘artmtzpt»languag‘e ‘which begins with words “It'is the sense of
n X . s . B Y
Mr. Barv. That is ri ht, Senator Dirksen. This was an attempt

t

to meet a constitutional objection which had been rhised. =
‘Senator DIrgseN. Yes. oo EtnU
Now, we discovered, of course, in the memorandiim ‘that the De-
partinent of Justice delivered to Congréss with respect to the Russian:
wheat shipments that if the Congress actually wanted to be in ¢on-
trol it would have said so. But having used the language in the
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Hgricultuidl Act of 1061 ¢Hat it 'was “thérsense of Congiess,” there:
fore, it had no validity and no real effect and, in consequence, it was

ignored. -+ ' ST
Now, that language as submitted by the State Department bo_thers

me. s SR
I could go along with the Bill, I went along with it last'yéar; I could
Eo along with the bill, if in section 2, and if you have g‘qtr'j{he bill

Mr, Bavri, Ye§, Ido haveit beforeme; - .. =~ = = .7 .7
Senator DirksEN. You would gr'eSérveAth“e first part of the language
asit came up,so'that it would read: ~° ‘' = o R
“On and aftgr‘_;he entry iito forcé of the Intérnational Coffee Agree-
ment, 1962, afid for'such period prior to October 1;'1968, as'the agree-
ment remains in effect,” and then add thislanguidge “or tntil the Con-
gress by concurrent resolution: determines that an unwarranted in-
crease in the pyice of coffee has occurred,” and ‘then' go ‘on iith the
}anguageof.theblll. e Cen e T T
If you can fix & limit on the executive power, and October 1, 1968,
by legislation under this treaty, I know,of no reason why by the same
legislation, using a concuirent resolution, that, kt_hte.l?_l'_eslldepﬁ does riot
have to sign, you are still within this separation of those powers, and it
does give the Congress some control over this matter. L
"Mr. Batw, I would want to discuss this langtiage. with the Depart-
ment of Justice, Senator Dirksen. This would, in effect, give the
Congress the right to terminate the agreement withotit éxécutive-con-
sent, as 1 understand it, because a concurrent resolution; of course,

would not require the President’s sigtidture, -

".Senator DIRxsEN. Well, it determines that an unwarranted ificréase
in the price of coffee has occurred and then, of course, the President
acts on'that finding, but we do not:put in' other hobblés or restrictions
on the President. _ A e E S
Mr. Barr. Well, I would want to consult the Department: of Justice.
I am anxious to find a solution to this problem'that will meet the con-
cerng of Con and, at the same time, does not oreate constitutional
probiéms, and we will certainly be prepared to discuss this or see if we
can find an alternative with the Department of Justice-—is there any-
body here from Justice? R
‘Senator DmrkseN. I may say for myself, and I think for the com-
mittes, that we are all seeking to'find a solution. - _ '
Mr. Bart. Surely. o
Senator DmkseN. And, at the same time, repose some measure of
authority ih the Congress if these prices get out of hand. = ;
Mr.BawL, Right. -~ ' oo 0 ‘
Senator DrkseN, And there can be no’question froth what is going
on at the present tiine, such as setting up a-cartel in' Africa to hold
coffee off the market to'raise prices, and I iinderstand something of
the same nature was going on m Latin Amsérica, ' ‘Now, the Congress,
I believe, would be remiss in its legislative dity if it did not rétain
some measure of control. That is why this intplementihg legislation
is giving me'soitie difficulty. U
Mr. Barn, Senator Dirksen, let me say we will endeavor to'try to
find a solution with your staff and the staff of the committee. ' But
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I would want to have the advice of the Department of Justice on the

constitutional issue. . ‘ ,

Senator DirgseEN., Thank you. But that is the principal interest,
Ithink—-

Mr., BaLL, Surely.

Senator DirseN (continuing). At the present time.

Mr. Barn. Yes.

Senator DmrrseN. If we can find a solution, I do not believe—

Mr. Bary, It is certainly our intention to find such a solution.

Senator DirkseN. That is all, Mr, Chairman. 4

The CHAIRMAN. Any further questions? Senator Douglas?

Senator Dougras. Mr. Chairman, I do not wish to injecl again, but
I hold in my hand, as was once remarked, the Wall Street Journal
for this morning, and on page 2 there is this article:

Representatives of 28 coffee-producing countries accounting for ahout 96
percent of world coffee exports voted in Paris to seek an immediate 5-percent
reduction in annual export quotas within the framework of the International
Coffee Organization. The group said this was “an urgent move to stabilize the
world coffee market.” - '

I would say that the word “stabilize” always has a peculiar connota-
tion, producing’ countries always believing 1t should be stebilized at
a higher level than'that which presently exists. But to coit'nue—

Request for quota reduction is to be made at a February 1 meeting of the
Executive Board of the International Coffee Council. '

It goesontosay: . ﬁ
. The results of the Paris meeting were released through the New York office
of the World Coffee Information Center. Producer meetings were held under
the auspices of the French-speaking producing countries in Afrlca. Brazil, too,
is strongly urging a tightening in world expott quotas reflecting producér dis-
satisfaction with-cutrent market levels. Dealers at New York estimated that
a b-percent reduction:in the basic annual quotas set up under the Coffee Act
would amount to 2 million bags.

I made some‘rouéh computations,-indicating that the elasticity of
the demand for coffee is not greater than 0.5, maybe less than that,
and this would mean, a 5-percent reduction would cause, a 10-percent
increase in ptice per pound, which would mean an increase of 414
cents roughly per-pound which, as my colleague has said, would mean
an increase roughly of aroung $140 million a year.

Now, we are in a very petuliar situation where you have a cartel
within a cartel, and the producin% countries can reject the quota
established by the agreement, as a whole, fix a smaller quota than that
agreed on under these conditions, and refuse to grant licenses to anyone
who exported greater quantities than these. Would we then be bound
to respect the export licenses granted by these nations and to-refuse
to handle coffee which was not so licensed ¢

Mr. Barw, I think it would probably become fully apparent only
at the end of the coffee year because we would have to see whether they
actually shipped up to their quota ornot.

Senator Douaras. Butif they did not?

Mr. Bawu. If they did not, then it would become an element in the
fixing of the quota in the foliowing year, which is the point where the
leverage in the consuming countries is the greatest.

Senator Dirgsen. Would my colleague yield ¢
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Senator Douaras. Yes.

Senator DiIrsen. I would suppose in the jargon of the market, we
would call it hot coffee. - Lo

Senator Douaras. Yes. We like hot coffee rather than cold coffee.

Mr. Barn. Senator Douglas, I would just like to say we have no
intention of agreeing to a 5-percent increase——

Senator Dougras. Five-percent reduction. - = .=

Mr. Barn. Five-percent reduction in quotas; but I think you would
normally expect that the consuming céuntries would try to get together
to coordinate a policy to urge in the fixing and adjustinent of the
quotas—— ‘ :

Senator Dovcras. You are going to face this now very soon.

Mr. BarL, Ibegyour pardbn% R : '

Senator Doucras, You are going to face this in just a few days.

Mr. Barn. And the consuming countries should do the:samething.
I mean we have an‘interest to ptotect as they have one, and the bal-
ance of these interests is what makes this agreement operate.
Senator Dovaras. You are not alarmed by article 28 of the—
Mr. BauL. Article 28 simply requires— SRS
Senator Doucras (continuing). Of the agreetent which provides,
the second paragraph.: _ ‘ ' '

During the last 6 months of the coffee year, the Co‘ligcﬂ, ghall review the basic
export quotas specified in ahnex A ih ordér to adjust to’general market condl-
tio;:i.h e'lll‘he Council may then revise such quotas by a:dlistributed ‘majority vote
an — o L

And this is what disturbed me, and I should have brought it up
before— o . ' o
it not revised, the basic gxpo'rt quotas specified in annex A shall remain in effect.

Mr. JacossoN. Senator, I am sorry there is considerable confusion
on this point, for which we in the past with respect to descriptions of
the basic quota, have been, in part, responsible. : :

The basic quota does not determine the annual quota in any manner
whatsoever. The basic qnota merely determines -the distyibution. of
the total guota amongst the various countries. So that this possible
revision of basic quotas which may occur in the latter part of this year,
merelﬁprovides that within the annual quota which we will set next
year, Brazil may get more or less, the Africans may get more or less,
Colombia may get more or less, but this does not run in any way to
the total of the quotas which may be set. _ .

Senator Doucras. Wait a minute, I always thought the whole
consisted of the sum of its parts. ,

Mr. BarL. The whole does. :

Senator Douaras. If you diminish each one of the parts, do you
not diminish the total ¢

Mr. Barnn. If you diminish one part you increase another. .

Senator Dougras. You mean these annex A are merely fractions of
the total?

Mr. BarL., Thatisright.

Senator DougLas. N%t absolutely quantities.

Mr. Barr. They determine the percentage distribution of the quota
among the consuming countries.

Senator Douaoras, Do the producing countries agree to this?
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Mr, BaLr, Oh,yes.

" Mr,JacossoN. Oh, yes. ' S

Mr. BaLL. So again on the question of this 5 percent, what has
happened is'that they have asked for a meeting of the board the
first of February. B . -

Now, the only action that the board could take here wonld be td
recommend to the Council that it meet at an early date. The Council
would meet, the producing countries wonld make a proposal for a
5-percent reduction in quota. "As I say, it is the intention certainly
of our side to object to any reduction of that dimension, and we have
the votes to stop it. :

Senator Doucras. I thought you could stop a reduction in quota.

Mr. BaLL, Yes, wehavethevotestodoit. - :

Senator Douaras. What I have been afraid of is that you could
not’iget. an-increase in the quota, that is what I have been afraid of.

Mr. Bawr. Well, you seé the point of most effective leverage is at
the beginning of the coffee year, and if there is consistent refusal to
grant an increase, the sanction that we have is to refuse to agree to
any quota at all, at the beginning. of thé¢ following coffee year..

Seénator Douaras. T have pursued this point probably long enough,
but it is crucial. - -

- Mr. Barr. I would agree it isa matter of great importance.

The CHARMAN. Is thatall? Senator Morton, L
- Senator MortoN. Mr: Secretary. there is nothing in this agreement
from the standpoint of the consuming group that requires them to
take the entiré quota. " The law of supply and ‘demand still operates
An imnorter brings in coffee because he thinks he can sell it.

Mr. BaLn. Any consuming country only buys what it needs.

Senator MortoN. Yes. And if, as appears to be the case, in this
coffee year the Brazilian exporters, because of extra activity from
Africa, find they can only sell 18 million bags instéad of 18 million
bags, they are.only going to sell 168 million bags because that will be
the amount of demand. . 4

Mr. Bary, That is right.

Senator MorTon. If we take the average for the last 15 years, and
throw out 1954, whatever it was, we still find the levels today below the
15-vear average, ‘ ‘

191;{41'. Barr. Substantially below the 15-year average, even including

Senator MorToN. Perhaps it is a good vear to stabilize when we find
onr current level is substantially less than the 15-year average.

Mr. BaLL. It is our view that a range of 40 to 45 cents is about right.
_ Senator MorToN. As a result of the vicissitudes of nature and-also,
perhaps, some degree of shortsightedness on the nart of cértain ex-
porters in the 1954 period, we did see a reduction of nearlv 20 nercent
per capita in the consumntion of coffee in this country, did we not?

Mr. Bavr. That is right. ' '

Senntar MorTon. Tf seeme this lecson ie net <o long aco that it is nat
remembered bv many of the coffes exporters.

~Mr. Ban. Well,. there is still great utilitv in the law of supnly
and demand.
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Senator MorTon.. So that even though there may be no direct sub-
stitute for coffee, there are products, tea or others, that might be put
into the American diet in place of coffee. = - )

Now, since the Congress did not take action on the so-called imple-
menting legislation last year, what is the situation in regard to'the
machinery” for the carrying out of the agreement? Do we have
certificates of origin?. . . =

Mr. Barr, On a voluntary basis. We have tried to get them in
order-to help the Coffee Council as much as we could. But it ig not
a very satisfactory arrangement because we are not in position where
we can require them, and this has been merely an action that the
Customs Bureau has taken at the request of the other departments

in order to try to be helpful, But—

Senator MorToN. Has thisaction been taken by the other importing

countries as well ¢ A ,
Mr. Barr. I think we are the only importing country that does not

{)uw.e implementing législation and is not ‘proceeding on a required

asis. : ’ -

_ Senator DirkseN. May I ask a question? L ,
Senator MorToN. Yes. - e N o
Senator Dirksen. Mr. Jacobson, we get so many figures on coffee

inventory; I think the last I have seen is that the world inventory

would be roughly 72 million bags, of which 18 million have deterior-
ated to the point where they are not suitable for market. That would
leave 54 million. :

I wonder if you can ﬁet an inventory figure not only for the Unit

States but for the world as well and submit it for'the record ? ‘
Mr. Jacosson. We will rtcﬁ' to do that, sir.

(The information referred to follows:)

The U.S. Department of Agriculture has provided the following information
on world coffee stocks: : e

1. World coffee stocks held by. producing and consuming countries at the end
of September 1964 are estimated to be at about 72 miltion bags. . ,

2. Of this amount, stocks in consumer countries are estimated to be at about
12 million bags. o ) .

3. Of the stocks in producing countries, the overwhelming proportion, about
46.5 million bags, are estimated to be held in Brazil.

4. Of these large Brazillan stocks, a considerable quantity were accumulated
over a long perfod and have deterlorated to the point that they have little com-
mercial value, ‘ B s

5. Howerer, information available to the Department of Agriculture indicates
that about 23 million bags of Brazilian stocks may be exportable but only about
6 million bags of these are so-called greenish coffee of the kind that U.S. roasters
generally prefer, ‘ . ‘ .

6. With respect to the 1864-65 crop, reduced:to only 10 million bags by the
natural disasters in Brazil, about 8 million bags are believed to be suitable for
export. Brazil should be able to meet its domestic coffee needs from tlie very
large reserves of coffee not suitable for export. . ,

7. By the end of the coffee year 1964-65 (Sept, 80, 1963), it is expected
that stocks wiil have been reduced from the 72-miliion-bag level cited above to
about 60 million bags. This will largely reflect' the substantial drawdown in
Brazil’s stocks since her small crop new cyop will be inadequate to cover domestic
and export requirements. -The estimated 60 millfon bags does not make allow-
ance for destruction of old stocks which Brazil may elect to carry out,

8. It is notably difficult to estimate stocks in producing countries. . The Brazil-
fan Coffee Institute frequently alters estimates of stocks as it obtains fuller infor-
mation about the true volume of its stocks. ‘
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Department of Commerce statistlcs on’ U.8. stocks show the following: . -

U.8. green coffee inventories
* [Thousand bags)

March 1962...... o e ——— et e e e e e e 3,
June. 1062 ... T
September 1062________ " T T77C - el -8, 876
December 1962 oo e e e e '8, 964
March 1963 o meemecaa————— ey m————— ——memeaa §, 518
Jmlws~"~ ---------------- - y mmemsamea. bbb d e fabad L] R y Ay
Septémber 1083___._________ 1" T7T7TTTTTTTTT A ¥
Deécember 1068 .. oo ool ol SR ———eeees 4,728
March 1964 ..o .. mmm————— c——— U SR S ISV S - %
June. 1964.... _.. - ———— cemencimac e mma———— - 4,218
September 1064 ____________ : —e——- S 4 908
.De‘ce,mber-"'.-"----"---“‘----"—-——----l‘----------'--?.--—--'-'.‘? ------- ( )

1 Not avallable ' - o

Senator MorTon. Ihaveno further questions.. =
The Crarparan. Thank you very much, Mr. Ball. SR
The next witness is Edward Gilmore, Bureau of Customs. o

STATEMENT OF EDWARD GILMORE, ASSISTANT T0 THE GHIER
COUNSEL, BUREAU OF CUSTOMS, ACCOMPANIED BY DARRELL

Mr. Giatore, Mr. Chairman, I am Edward Gilinors of the Bureau
of Customs, assistant to the Chief Counsel. I have a brief statement
that I wish to read on behalf of the Treasury. = - I

I also have Mr. Kast who is our technical expert in-this field in
the event you have questions. : -

The CHAIRMAN. Youmay proceed, sir.

ﬁn%{wgw- Thank you. =~ e
r. Chairman, section 2 of S. 701, with which the Bureau of Cus-
toms is concerned,: would duthorize the Presideént to regulaté the
entry for consumption’ or wi hdrawal from wirehotise for congitmp-
tion of coffee imported into the United States, including the limita-
tion on the entry or withdrawal from warehouse of co ee imported
from nonmembers of the a%;xeteement, and the'prohibition of ehtry of
any shipments from a member country which i3 not accompanied by
tfl certificate of origin or a certificate of reexport in the presecribed
orm. K i :
This seotion would also authorize the President to require that
every export or reexport of coffee from thie United States bo accom-
panied by a certificate of reexport in the form required under the
agreement.

If the draft legislation is enacted, the Bureau of Customs will col-
lect certificates of origin or reexport covering shipnients of coffes im-
rorted Into the United States and forward them to.the International

'offee Organization in London, and will issue certificates of reexport
for coffes exported from the United States. N .

In the eveiit limitations are placed on imports of coffee from non-
member countries at some future time, the ureau of Customs would
also administer the quotas that would be established for nonmember
countries.
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The Department does not anticipate any unusual administrative
difticulties under the proposed legislation, and has no objection to its
enactment. _ -

Thank you. . . ,

. The CHARMAN, Thank you for a.ppea.rixiﬁ L ,

The CirATRMAN, Our next witness is the Honorable Hiram L. Fong,

U.S. Senator from Hawaii. Have a seat, Senator Fong.

STATEMENT OF HON. HIRAM L FONG, U.S. SENATOR FROM HAWAII

Senator Foxe. Think you, Mr. Chairman, S

I support the enactment of S, 701, & bill g’hich is designed to carTy
out the obligations of the United States under the Interfiational Cof-
feo Agreement, of 1062. Though the underlying purpose of the agree-
ment of 1962 is to stabilize theé world’s coffee price, the bill pending

“ before your committee has adequate safeguards to protect the Ameri-
can éonsumers. - \

In the 1964 session, I suppgﬁled the International Coffes Agreement
of 1964 for similar reasons. This legislation with an amendment pro-
‘posed by Senator Dirksen was passéd by the Senate. But it did not
D e 1008 cossi I supported the International Coffee A

n the 1983 session, T supported the International Coffee nent,
which ‘was ratified by the &uata‘_on May 21, 1983, on t%‘e‘ ground that
it would stabilize the World’s coffes ptics fluctuations, On December
27, 1963, the United States deposited its instrument of ratification and
thereby became a member. of the berna’tiona‘l Coffes Orguanization.
The pending bill provides authority erabling the United States full
participation under the coffes agreement. o
" Inoted that the agreement has been of beefit to bring some stability

to world’s ¢offee prices within a year without anfv 8grticipgti0n on
thg (anc of the. United States. In the summer 6f 1988, there was a
~sudden rise in'the coffee price which caused great concern among tlie
"Américan ¢onsumers. is was ‘due to the frost which hit Drazil
in August 1963, coupled with the worst drought of the century cut-
ting Brazil to one-quarter of its normal output, But a responsible ac-
tion uinder the coffes agreement helped to stabilize the coffes price by
incréasing the export quotas. _

I ¢come from a Statd which is the only one of otir 50 States that grows
and éxports coffee. I know what the stabilization of world’s coffee
price will mean to our coffee industry. In volume, Hawaii’s Kona
coffeo réprosonts much less than 1 percent of world production. It has
little if any impact on world coffee prices.

But woﬂ‘&’ prices have a tremendous impact on Kona coffee prices.
History shotvs that as world coffee prices go, so goes the price of
Hawail’s Kona coffea. Pricd in 1963 was 27,9 cents per pound when
the world’s g'ric'e‘ was lowest ih 14 years, With'the stabilization, cur-

‘rent parchinéht piices range from 32 t6 34 cents per pound.

During the drastic. coffes price decling of 1059-63, Kona coffee
farméys suffered real hardship. From a high of $6.6 million for the
1958 ¢rop; thie Koha industry foll to a low' of $1.7 million ih 1963,
The g uction dropped from a .hlgh §-year averpge of 1958-6% of
11,746,000 pound$ parchment to'Gi(}I 1,000 ;%duhds‘ n 1963 éto£ i?elagxé

s Bh

The number of coffes grotvers in Hatvaii also declined. Fro
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farmers in 1960, the number was reduced to 795 in 1963, The acreage
decreased from 5,800 acres in 1960 to 5,080 in 1963, N
I am of firm belief that safeguards to protect the American con-
sumers against price gouging must be provided. I am satisfied that
_the pending bill does have that protection in section 4 which spells out
--theé sense of the Con that if unwarranted increase in the price
of coffee occurs, thé President or Congress has the authority to take
_corrective action, . . L .
~ Therefore, I am willing to %ive the International Coffee Agresment
of 1985 an opportunity to work under S. 701 the pending coffee agree-
ment bill before the committee today. Lo,
. _’.I‘%l‘a CraAmMAN. Thank you very much for your appearance; Sena-
or rong. . P N . , -
... The CriatrMAN. I see in the audience Mr. John F. McKiernan, pres-
_ident of the National Coffee Association of the United States, who
was scheduled to-testify tomorrow. Mr. McKiernan, would you con-

sider making your statement today?

. Mr, McKIERNAN, Thank you, sir. If yéu prefer it that way, Sen-
'géor;Byi"d, I will be glad to do it. It will take me 7 minutes to present

COFFEE A§SOCIATION

| .. Mr. McKternaN, My name is John F. McKierpa'n. nndIampresl
“dent of the National Coffee Association of the United States of Amer-

' STATEMENT OF JOHN F. MoKIERNAN, PRESIDENT, NATIONAL

ich which maintains offices in New York City. . - - ., - .-
-On behalf of my fellow officers and the association’s board, of di-
-rectors, I would like to express to this committes our appreciation for
this opportunity ‘to record the National Coffes Association’s views on
the enactment of enabling legislation. I am advised that the bill be-
fore vou now is essentially the same as FI.R. 8864 which was considered
gv tl(nle Senate last year. The only changes reportedly are in sections
and 4. L , ‘ o -
“Senator Bvrd, T would like to state that the chairman of-our asso-
ciation. Mr. Charles Duican, president of Duncan Coffee Co., of Hous-
ton, Tex., and our vice president, Mr. S. Israel of Leon Israel and Co.,,
. of New Orleans, and Mr. George McEvoy, executive vice president of
.Aron & Co. of New York, had hoped to be here, but this session was
called on brief notice, and they regret that they just could not get
here today. L C ' .
The National Coffee Association is a nonprofit trade. association
whose principal members are companies engaged in the importing,
roasting, and distributing of coffee. The association is now in its 54th
year of service to the U.S. coffee industry. Our members represent
about. 85 percent. of the total tonnage of coffes consumed in this coun-
trv, valued at approximately $1 billion, o T
~ The constitution and bylaws of the association include & statement
of its objectives and purposes. A copy of these will be affixed to my
statement. : : - : {
‘The National Coffee Association is on record as supporting the Inter-
national Coffee Agreement. It is also on record in support of the
enabling legislation for the agreement. Last February 27, I was
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a witness before this Senate Committee on Finance wlich was then
lolding hearings on the original enabling legislation bill. .

At that time I stated that the National Coffee Association believes
that the coffee agreement, properly and fairly administered, can serve
a useful purpose for consuming countries as well as producing coun-
tries by bringing stability to the world coffee market. :

I also stated here last February 27 the belief that Congress should
enact the necessary enabling legislation. The United States is'a mem-
ber of the International Coffee Agreement, By participating fully
in the agreement we can protect this country’s best interests by being
in a position to 1()‘ assure adequate supplies of coffee; (2) monitor
exp(i)rt qiiotas, and (8) prevent inequitable practices in the world coffee
trade. . L , o
Gentlemen, the National Coffee Association has not changed ‘its
position from the one which I spelled out here last February. Wehave
-always been in favor of fair prices to producers. We do not wish to

see price declines jeopardize the meritorious objectives of the Alliance
for Progress. But we are first and foremost determined to. protect
the interests of U.S. coffec consumers and the U.S. coffee industry. .-
We believe that present total export quotas—namely, 47,600,000
bags—are adequate and not detrimental to either the consuming or
producing nations. We see no reason for changing them. Inventories
of stocks in the United States as of last December 31 also appear to
be adequate. i : c -
As you know, various circumstances affect coffee inventories. The
threat of crop shortages due to adverse weather conditions or.the
threat of dock strikes are notable examples. In recent years we had
-both of these. And we are having a dock strike at this very moment.
Hence, while our present inventory of. green coffes niay appear suffi-
.cient, in our opinion it could be rapidly dissipated if the dock strike
continues, | ; ‘ o
Iet me emphasize for the record that the National Coffee Ascociation
s o%posed to inordinate increases in green coffee prices. The interests
of the U.S. coffee trade are directly and inseparably linked with the
interests of the consumers whom it serves. : \

We are, therefore, deeply concerned with the welfare of consumers.
Experience has taught us that when prices rise to abnormal levels, the
volnme of coffee imports plunges.

When the Executive Board of the International Coffee Organiza-
tion was in session in London last July, we stated that the Interna-
tional Coffee Council should set export quotas which would make suf-
ficient coffee available to meet world requirements without forcing
prices to higher levels, Commenting on published articles which pre-
dicted higher consumer prices later in the year, we said—and here I
am quoting verbatim:

Unreasonable prices can be avoided by a careful study of markets and world
requirements at the Council’s meeting * ¢ ,

We also stated that the U.S. coffee industry does not want to see
higher prices any more than the housewife does. And we pointed
out that the record high prices of 1954 resulted in a decline of nearly 19
percent in U.S. green coffee imports and that we had not yet regamned
that loss in terms of per capita consumption.
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The fact-of the matter, gentlemen, is that the trend of per. capits
consumption of coffeé in this country is down. And this trend was
gl‘,e;pripci[iél basis for the presentations given before the National
Coffée Association’s 54th Annual Convention just last week. The
reasohs for a declii;ing per capita consumption can vary. They can,
for ‘instance, include inadequate promotion and advertising. But
high green coffee prices, which would inevitably lead to higher retail
prices, would certainly not help to check or reyerse a downward drift
ingonsumption. . o T

In November of 1983, the associdtion jssued another press statement
while I was in London attending meetings of the Execuitive Board
of thd International Coffee Orgunization. At that time, I statéd
that tlié association’s prihéipal ¢onicern with respect to the coffes ngres
Em;xt wias that the U.S. consumers be protected against unjustifiably

‘One further piece of évidence of the association’s EOSitIOY,l with
' respect t6 unwarranted increases in coffee prices it in the Congressional
‘Record of October 8, 1082. ' The Récord quoted & letter from Assistant
Sécrstaty of State i‘redei'igik’Diittbnfté: ongressivoman Leonor Sul-
livan which containied the following statemeiit :

 The Advisory Committee appoinfed by.the National Coffee Association to
work with the State Department duribg the negotiations for the coffee agree.
mént hab, of course, always malntained that the U.S. consumer must be pro-
- tected in any dofféé agreement. : , ‘

Tt is true that green coffee prices experienced o considerable firming
between August of 1963'aiid March of 1964. But it is also true that -
the averageé price for the principal coffee growths has declined since
Marchof1964. : , . ;
. On February 12 of last year, the Interndtiotial Coffee Council
agreed to make availablé to the world coffee market approximately.

2,300,000 bags of coffee more than'the established export quotas for.
tf;e coffee year 1963-64, This action was taken at the instigation of
the U.S, delegation. And it followed one month after a National-
Coffes Association press release reported that tve had proposed to our
‘Governmierit that it take swift action to obtain substantial inereases

1n quotas, . _
cite this as an examplb of how the coffee agreement can be useful
to consuniing niation members duting a period of price firmness. In
a period when crop shortages—or even antic¢ipation of such—can cause
rices to rise on'ths world madtket, it is better to have an International

offea Agreement than not tohaveone. o . .

With an agreement, we liave an international forum and a fornial’
instrument for the negotidtion of measures to éase an ipyward pressure
‘on prices. “But tvithotit an agreement, we have no such opportunity
'to protect ourselves agrinst o prics spiral. o “

n conclusion, gentlemen, the National Coffee Assbciatidn,-t‘e})re-
-senting the U.S. coffes industry,-is convinced that this measure before
you today should become law. If it does, it will help the U.S. coffee
trade to fulfill its responsibilities to the people who, in the long run,
‘will determine-whether our trade will flourish or languisli—the U.S.
-coffee consumers, - L : .
- . We, respectfully recommend, therefore, that you vote to refer this
enabling legislation favorably to the Sénate at Iarge. And we thank
you sincerely for giving us this opportunity to present our views.
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The CuArMaN. Thank you very much. Any questions?

Senator Douaras. Sir, I would like to ask this question : Do I under-
stand the purport of your testimony to be that you face a producers’
cartel under any conditions, and that it is better to have this agree-
ment in which a considerable degree of power is given to the consum-
ing countries rather than not to have it, is that right? | ‘

%Ir.ﬁ MoKiernan. Yes, Senator Douglas, that is correct, the. treaty
isin effect. ,

Senator Douaras. And that this advantage is sufficient so that you
are willing to give enforcing powers to the consuming countries?
This would not be present und?:‘a producers’cartel. .

Mr. MoKrernan. T think this'agreement can be improved and, at
theend of the fifth year, T hopethatit willbe. _ »

I do think, however, that we have suffi¢iént protettionhere for the
consumer. As Secrptarg?all said, we only need one other vote with
us to prevent anythirg from becoming action, effective action, .. ..

Senator Dougras. Are you alarmed at all by this material which .
some of us put in the record this morning indicating that the produc- -
ing countries wish to operate on their own and actually decrease their
exi)orts below the quotas fixed in the agreement § - - :

Mr. MoK1erNAN, Yes, sir; I am, very much-so, I hope to attend
the meeting in' London néxt '_qul’ay to Erbtectdand observe and to
protect the best interests of our industry here and our consumers. I.
cannot see any reason for a reduction of § percent in:quotas..

Senator Dovatas. You agree with me that this ‘wis probably"
meant—would probably riean an increase of abpiit 10 cents per pound
ataminimum§ - ‘ R

Mr. MoKrerNaN., Senator Douglas, I would hesitate—- -

Senator Dovaras. Appfoximately 10 percént oi 4

UGLAS. mitely cont or 414, 5 conts & pognd.

Mr. MoK1erNaN. I wounld not ldl,ogv. ~It.depends on so many things.
Senator Douveras. I mean, that it is a-ml:gh estimate, . . .

Mr. MoKernaAN. Obviously when you reduce your availability you

tend to increasé your price. ' ‘ ' ‘

HEE T L L T T I TIPS B,

_Senator Doucras. Assumirig the elasticity of demand is only 0.5.
This would mean roufhly a 10-percent increase in I)rice per pound:

Mr. MoK1ErNaN. I could not actually answer this.

Senator Douaras. It could be a considerable increase.

ng. MoKierNaN. It would ceitainly be a way to propel prices up-
ward. ‘

Senator Douaras. Yes, o ' o
. Mr. MoKrernaN. How high they would go I do not know. But
1t would certainly not depress prices, It would increase prices. But
too many issues would enter into where it would go pricewise.

Senator Dovaras, Do f'ou think the agreement as & whole can re-
strain a producers’esxtelf = e ‘ o

Mr. MoKternan. 1 think so. -I am. satisfied that the consuming .
nations can. Lo : o

I can assure you, Senator Douglas, that thé American coffee indus-
try will take a very din view of‘tﬁﬁis if we cannot. 'We will come back
to you and the other gentlemen in Congress and protest very bitterly
if it does not work propetly. o . L

Senator Douaras. Suppose in the meantire we pass the endbling
legislation, o a
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Mr. McKiernan., Well, the enabling legislation—let me go back, -
if I may, Senator. We are new members of the agreement, so all we .
are doing now is carrying out some of the internal functions that we,
as a_member, should perform. I think we should have enablmg
legislation; yes, sir, .

enator Dovaras. Thatis all. ;

The Cuairaan. Thank you very much, sir.

Mr. MoK1ernan. Thank you.

The Cuairman. I place in the record a letter from Mr. Robert E."
Giles expressing the endorsement of the bill S. 701, by the Commerce
Department. Also I place in the record & telegram from Mrs, Rob-i
ert J. Stuart, president of the League of ‘Women Voters of the United *
States, favoring the bill. ‘

(The letter and telegram follow :)

GENERAL COUNSEL OF THE DEPARTMENT OF COMMERCE o
o Washington, D.0., January 27, 1965.
Hon. HarrY F. BYRD,
Chairman,; Oommmee on_Finance,
U.8: Senate, Washington, D.O.

DeAr MR, CHAIRMAN : This 1s in reply to your request for the views of this !
Department on a draft bill1 to carry out the obligations of the United States ;
under the International Coffee Agreement, 1082, signed at New York on Septem-
ber 28, 1962, and for other purposes, which was submitted to your committee ,
on January 26, 10685, by the Department of State and which we understand’ i
will be introduced shortly

Implementing legislation is nécessary in order-to enable the United States :
to carry out certain of its obligations under the International Coffee Agreement.
The 88th Congress consfdered implementing legislation, H.R. 8864, but adjourned :
without completing action‘on it. The subject draft bill is lntended to provide !
the necessary legislation. It is substantially the same as H.R. 8864, passed by *
the Senate on July 81,-1984, except that some changes in dates have been made .
to make the legislation, current:° section 4 has been reworded to avold certain =
constitutional questions; and sectlons § and 6 each have a new sentence to -
emphasize thé itportance of protecting the interest of the U.S. consumer. -

The Department of Commerce supports the purpose ot the subject dratt bl
and we woiild favor its enactment. . -

We have been advised by the Bureau of the Budget that there would be no 'y
objection to the submission of our report from the standpoint of the administra- .

tion’s' %liogran; . , 7
ncerely, - . R : o
T ROBERT E. Gxu:s. ‘

s . -
- e

El

[Telegram]
WAsmz\oron, D.C, January 26, 1965. 2

Hon. HARRY Fr0oOD BYRD,
Chairman, Finance Commitlee, . .
Netw Saente Office Building, Washington, D.O.: :

The League of Women Voters Bupports implementation of Internatlona]
Coffee Agreement as necé¢ssaryshort term supplement to efforts to promote self- ;
sustaining growth in coffee-producing countries of Latin Amerlca and Africa.
U.S. consumer is disadvantaged by President’s lack of authority to put agree- _
ment into effect. Long term economic development programs of cotintries with °
economies bised on one-product commodity are hindered by uncertainty of
maintaining stable coffee prices. We urge your committee to act favorably on

coffee agreement implementation.- . - .
A Mrs. ROBERT 3. STUART.:
Presidcnt League of Women Voters of the United States.

'I‘lne CrArryan. The committee will iow ad]oum.
.(Whereupon, at 12:15 p,m,, the committee was adjourned to recon-
vene subject to call of the Chajr.) A

1 Introduoced as S. 701. O



