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"Sugar in '85: The View From the Senate"

Speech by Senator Daniel K. Inouye to
t%e Hawaii Congress of Elected Officials,

Waiohai, Hotel, Kauai, Hawaii.

Thursday, August 22, 1985

I wish to take this opportunity to report on the status of
sugar in the U.S. Congress and the prospects for including a

vi

able sugar program in the 1985 Farm Bill. Specifically, I

would like to give you a sense of where we are, where we
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ve been, and where we are going with sugar legislation in
e U.S. Senate,. This will require that I put sugar in the
ntext of some of the other debates currently going on in
shington, since it is impossible to discuss our nation”s
ricultural programs without dealing with the constraints
posed on them by the budget process and President Reagan”s
mmitment to '"free markets'" and "free trade".

e current sugar program was established four years ago,

t sugar has been part of federal law since 1789, when the
rst tariff was imposed on raw sugar to raise revenue for
e Treasury. The United States has maintained duties on

1l imported sugar since then, except for the four year
riod from 1890 to 1894.

1890, Congress passed the McKinley Bill, which was the
rst federal legislation to recognize the importance of a

domestic sugar industry and encourage its production. The

bi
Th
on

11 paid a bounty of 2 cents per pound of sugar produced.
is was followed in 1894 by the imposition of a new tariff
imported sugar to protect the domestic sugar beet

industry from surplus production from Europe. This tariff
remained in force until 1934, when the mainstay of our

na
pa

tion”"s sugar legislation, the Jones-Costigan Act was
ssed. This bill, which limited imports and regulated

domestic production, established a framework for the next 40
years whereby consumers enjoyed stable sugar supplies and
reasonable prices while American producers were protected
from unfair foreign competition. The net effect of the
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Act was to ensure that the United States produced a
share of its own sugar requirements while safeguarding
ican jobs from cheap labor and subsidized production in
countries.
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Unfortunately, 1974 was a year of high sugar prices, and a
bill to renew the sugar Act failed to pass the House of
Representatives. The Sugar Act subsequently expired on
December 31, 1974, and sugar no longer had a separate
program to safeguard its survival.

After a lapse of seven years and a tough political battle,
we were successful in including sugar as part of the 1981
Farm Bill. But it was not easy. From the outset, user
groups targeted the sugar price support program as
unnecessary and detrimental to the American consumer. Their
real interest was, of course, to retain access to world
sugar which they could purchase at a discount in times of
overjsupply. For the sake of increasing their profits, they
were willing to sacrifice our hardworking sugar producers, a
position you, I, and other Americans would not accept.

Whe Congress started work on the 198! Farm Bill, the Senate
Agriculture Committee reported a bill, S. 884, that
conttained a sugar loan rate of 18 cents per pound for the
198 crop, increasing to 19.5 cents per pound for the 1985
cCrop. The sugar title was attacked on the Senate floor by
user—-state Senators, who introduced amendments first to
abolish, then to lower the loan rate. On September 17,
1981, Senator Quayle from Indiana offered an amendment to

delete the entire sugar program from the Senate”s Farm Bill.
This effort was defeated 61-33. The same day, Senator
Humphrey from New Hampshire offered an amendment to reduce
the |loan rate to 16-1/2 cents per pound, which was defeated
by 4 similar vote, 64-30. Although safe in the Senate, the
sugar title was knocked out of the House bill on October 15,
213ﬁl90. This meant that the fate of the sugar program lay
in the hands of House and Senate conferees, who met to
resglve differences between their respective Farm Bills.

The |[Senate”s current Majority Leader, Bob Dole, was
instrumental in negotiating the compromise that eventually
passed both Houses of Congress. This compromise sugar
program allowed for a 17 cent per pound loan rate which
would increase to 18 cents by the 1985 crop year. The
conference report finally got through Congress on December
16,1981, but only after a harrowing 205-203 vote in the
House of Representatives. As you can see, our nation”s farm
programs are not an easy issue to address, and this year
promises to be no better.

Clearly, sugar has enemies in the Senate, and Senators
Quayle and Tsongas tried in 1982 to amend the debt ceiling
bil to lower the sugar loan rate by three cents a pound.
Thi attempt failed 60-31, and I geared up for another
Quayle-Tsongas amendment which was expected sometime in the
summer of 1983.
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er, it never came. In fact, Senator Quayle quietly
ed his active opposition to the sugar program, and it
interest you to learn why.

en 1981 and 1983, High Fructose Corm Syrup (HFCS),

can be produced more cheaply than cane or beet sugar,
massive inroads into the sugar market. Soft drinks
as Coke and Pepsi, which once used 100%Z sugar, now

100%Z HFCS in their commercial syrups and bottled
S . In guaranteeing the survival of our domestic sugar
try, the sugar program was setting a price umbrella for
tic sweeteners that provided an attractive return for
producers. Once the corn growers had taken over our
d sugar markets, it was in their best interest to work
us to retain the sugar program. Consequently, in just
years~—their penetration of our markets complete—--HFCS
cers became a major ally of sugar growers. They joined
cane and beet producers in establishing the U.S.
ener Producers Group, which inaugurated an annual
national Sweetener Symposium. These same corn
cers, many of them based in Indiana, approached Senator
e and pointed out that his efforts to cut the sugar
am were damaging his own constituents. Although he
ns opposed to the sugar program and will probably vote
st it when we take up the 1985 Farm Bill, I do not
t him to lead the opposition this year.

hape of the 1985 Farm Bill is still uncertain, although
enate Agriculture Committee reports that its work 1is
ly complete.”" The Committee started drafting farm
lation in May, after holding several months of hearings
ich several members of today” s audience and I had the
lege of testifying on behalf of Hawaii”s sugar
try. Since then, the Agriculture Committee has met 70
, and yet we still do not have a final draft.
eason is the fact that seven separate farm bills were
duced, each of which proposes a different model for
farm policy. The Administration was first with S. 501,
would have reduced the sugar loan rate to 12 cents a
and capped payments to processors at $200,000. This
attempted to force a free trade, market-oriented
ogy on American agriculture and was so drastic that it
ead on arrival, In subsequent weeks, the Chairman of
enate Agriculture Committee introduced his own Farm
S. 616, which pegged the sugar loan rate at 18 cents a
over the next six years and required the payment of
est on loans forfeited to the Commodity Credit
ration. This bill was followed by five others, all
duced by farm state Senators who recommended different
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to address the growing farm crisis and credit crunch in
1 America. Fortunately for sugar, the latter six bills

s a pound. It was thus fairly easy for the Senate

ents a pound for the 1985 Farm Bill. The exact wording
he sugar title is still uncertain, however, and our
erence is to ensure that the language matches that of

e addressed in conference.

pleased to report that in addition to the legislation
red by other Senators, I have introduced a bill, S. 884,
h would increase the sugar loan rate from 18-1/2 cents a
d in crop year 1986 to 20 cents a pound in 1989. A

lar but more conservative escalator clause of a quarter
per pound was contained in Senator Melcher” s proposed
bill, S. 1119. When the Agriculture Committee debated
sugar title last month, Senator Andrews moved that the
ittee extend the current sugar program for the life of
1985 Farm Bill. Senator Melcher inquired whether that

t including the increases contained in the 1981 Farm

. Senator Andrews indicated that while this would be
rable, it did not seem feasible in an era of budget cuts
program freezes. Subsequently, a straight 18 cent per

d loan rate was approved by voice vote. However, the
tion of the 1985 farm bill--one year, two years, four
s—--is one of the outstanding issues that needs to be
lved by the Agriculture Committee when the Senate

nvenes in September.

ough the Senate Agriculture Committee has settled on a
rate for sugar, the outlook for sugar in the Senate as
o0le is still uncertain. First, there is the fact that
0 have declared opposition in the Senate: after several
hs where it looked as if though no one might pick up the
e abandoned by Senators Quayle and Tsongas, we now know
Senator Bradley from New Jersey, a Democrat, and
tor Gorten from Washington, a Republican, will lead the
sition against sugar this year on the Senate floor.
have introduced a bill, S. 1222, which would reduce the
rate for sugar to 13 cents per pound in crop year 1985
decrease it in subsequent years. They have also
unced their intention to offer a floor amendment to the
Bill to reduce the sugar loan rate by an as-of-yet
ecified amount.

ing their efforts are the Sugar Users Group, which was
nd in 1981, and a new group called CRISP—-—-the so-called
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"Coallition to Reduce Inflated Sugar Prices." We all know of
the longstanding hostility of bakers, ice cream
manufacturers, soft drink bottlers and other users to the
sugar program, but it may surprise you to learn the identity
of some of the other groups that belong to CRISP. They
include: Americans for Democratic Action, Congress Watch,
the [nternational Longshoreman”s Association, AFL-CIO, and
the Sugar Workers Council of North America, AFL-CIO.
Combined with retail grocers and food marketers, they
present formidable--though not insurmountable--opposition to
reenactment of a sugar price support program this year.

Addi
that
have

ng to the challenge in Congress this year is the fact
for the first time under the 1981 Act, sugar processors
defaulted on their loans to the Commodity Credit

Corporation. For years, one of our strongest arguments has

been
Amer

that the sugar program operates at no cost to the
ican taxpayer. This year, because of $55 million in

forfeitures by Great Western, one of the best arguments in
favor of a sugar program has been shaken, though not lost.
Thanks to the fact that duties and fees from the sugar

prog
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ram have raised more than $355 for the U.S. Treasury
¢ 1981, we are still able to argue effectively that our

ram operates at no net cost to the American taxpayer.

Furthermore, Congress has charged the USDA with operating
the sugar program in such a way that it does not result in

the
past
raw

forfeiture of stocks to the U.S. Government. Over the
eight months, the USDA has allowed the average price of
sugar in the U.S. to slip below the market stabilization

price of 21.57 cents; the September price for raw sugar in
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York is 20.5 cents, more than a penny below the target.

l1ly, proponents of the sugar program have had to

ront the adverse publicity generated by reports of U.S.
r refiners who have imported sugar duty free and sold it
stically instead of reexporting it. Add to this recent
cles about the import quotas imposed on sugar containing
ucts last January by Presidential Proeclamation 5294,

h had the unintended consequence of keeping out

everything from oriental seasonings to saimin and ramen. In
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York, frozen kosher pizzas were impounded, as were

rts from Asia and Central America in Los Angeles. The
ry by affected import-export merchants and consumers who
1 no longer purchase gourmet and traditional foods

lly forced the Administration, after intercession by

lf and other members of Congress, to ease the ban,

ing an ITC investigation this summer. The resulting

s has reinforced the conviction in some circles that

rt quotas are evil and unnecessary and should be

ished, even though we know they are necessary to protect
ican producers from surpluses dumped at ruinous prices
ad .
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punding the lingering threats to the sugar program are
broader uncertainties facing the Farm Bill as a whole.
pugh 95 percent complete, the bill has not yet been

rted out of committee and may thus be subject to further
ge and refinement. Indeed, in late July, the Majority
er, who is a member of the Agriculture Committee,

aAtened to bring his own version of a farm bill directly
he floor if the committee did not complete work on the
in a timely fashion.

bill”s situation is further clouded by the fact that
ress recently approved a budget resolution which directs
ittees to save an additional $68 billion in non-defense
ding over the next three fiscal years. Despite the fact
discretionary spending at the USDA has been cut to a
minimum since President Reagan took office in 1981,
culture remains a favorite target of the budget ax,

ely because of the commodity programs. The Commodity

it Corporation”s outlays for farm programs have

eased from an average of $3 billion per year in the

“s to a high of $18.85 billion in FY 1983; the cost this
(FY 1985) is estimated at $11.5 billion. It is

rted that when the Senate reconvenes next month, the
culture Committee will have to find at least $8 billion
avings over the next three years. Such an effort may
unravel some of the work that has already been

leted on the 1985 Farm Bill.

ident Reagan is also committed to a '"market-oriented"
cultural economy. Sugar producers thus face lukewarn
ort at best or downright opposition at worst from an
nistration that is committed to free trade ideology.
trade is fine if everyone plays by the same rules, but
fact of the matter is that there is no such thing in the
d--not for steel, textiles, leather goods, electronics,
ugar. To open U.S. markets to subsidized foreign

uction would put American producers out of business, and
r one am not willing to sacrifice sugar growers and
essors for the principle of free trade.

regard to the outlook for sugar in both the Congress
Hawaii, I would say that it I am guardedly optimistic

t the prospects for including a viable sugar program in
1985 Farm Bill. I am also hopeful that sugar will be
of the Hawaiian landscape for many years to come.

respect to the long-term outlook for sugar, however, no
can be certain. Clearly sugar is an important part of
ii“s economy today, but no planuner in his right mind

d make it the cornerstone of our agricultural sector in
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the year 2000. We need to examine our options, if only
because the continued survival of the domestic sugar
industry, unlike that of other commodities, depends on
political action and our success in keeping a sugar program
in the Farm Bill. Sugar is unique in that it is the only
major commodity we import. Given the distorted nature of
the world sugar market, where residual stocks are dumped at
prices well below the cost of production, we will always

need

to protect our domestic growers from unfair, subsidized

foreign competition and the vagueries of a market where
supply and demand have nothing to do with the actual price
of sugar.

Clearly we need to explore alternatives, but in the

mean

time, we can take pride in the efforts of such Hawaiian

firms as Hilo Coast Processing Company, which just won the

UoS.

Senate Productivity Award for our State. With its

imaginative management, successful cost cutting, and
innovation, it has helped keep sugar a viable industry in

our
the g

Islands. Without the efforts of such leaders to bridge

pap between the plantation economy of yesterday and the

Hawaii of tomorrow, there would be no industry for us to
defend in the Senate. I promise you my continued support

and
in tl
suga

trust that I will be able to bring you encouraging news
he near future about the action taken by Congress on the
r title in the 1985 Farm Bill.
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I wish to take this opportunity to report on the status of
sugar in the U.S. Congress and the prospects for including a
viable sugar program in the 1985 Farm Bill. Specifically, I
would like to give you a sense of where we are, where we
have |[lbeen, and where we are going with sugar legislation in
the U.S. Senate. This will require that I put sugar 1n the
context of some of the other debates currently going on in
Washington, since it is impossible to discuss our nation”s
agricultural programs without dealing with the constraints
imposed on them by the budget process and President Reagan”s
commitment to '"free markets" and "free trade".

The current sugar program was established four years ago,
but sugar has been part of federal law since 1789, when the
first tariff was imposed on raw sugar to raise revenue for
the Treasury. The United States has maintained duties on

all idmported sugar since then, except for the four year

period from 1890 to 1894. The mainstay of our

nation”s sugar legislation, the Jones-Costigan Act was
passed. This Act , which limited imports and regulated
domestic production, established a framework for the next 40
yeari whereby consumers enjoyed stable sugar supplies and
reasonable prices while American producers were protected
from|unfair foreign competition. The net effect of the
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Sugar Act was to ensure that the United States produced a
major share of its own sugar requirements while safeguarding
American jobs from cheap labor and subsidized production 1in

other countries.

Unfortunately, 1974 was a year of high sugar prices, and a
bill |[to renew the sugar Act failed to pass the House of
Representatives. The Sugar Act subsequently expired on
December 31, 1974, and sugatr no longer had a separate
progrlam to safeguard its survival,

After| a lapse of seven years and a tough political battle,
we were successful in including sugar as part of the 1981
Farm Bill. But it was not easy.

When Congress started work on the 1981 Farm Bill, the Senate
Agriculture Committee reported a bill, S. 884, that
contalned a sugar loan rate of 18 cents per pound for the
1982 ¢rop, increasing to 19.5 cents per pound for the 1985
crop.| - The sugar title was attacked on the Senate floor by
user—-state Senators, who introduced amendments first to
abolish, then to lower the loan rate. On September 17,
1981, |Senator Quayle from Indiana offered an amendment to
delete the entire sugar program from the Senate”s Farm Bill.
This effort was defeated 61-33. The same day, Senator
Humphrey from New Hampshire offered an amendment to reduce
the loan rate to 16-1/2 cents per pound, which was defeated
by a slimilar vote, 64-30. Although safe in the Senate, the
sugar |[title was knocked out of the House bill on October 15,
213-190. This meant that the fate of the sugar program lay
in thel hands of House and Senate conferees, who met to
resolvie differences between their respective Farm Bills.

A compromise sugar
program allowing for a 17 cent per pound loan rate which
would |increase to 18 cents by the 1985 crop year

which was approved by the Conferees. The

conference report finally got through Congress on December
16, 1981, but only after a harrowing 205-203 vote in the
House of Representatives. As you can see, our nation”s farm
programs are not an easy issue to address, and this year
promises to be no better.

Clearly, sugar has enemies in the Senate, and Senators
Quayle |and Tsongas tried in 1982 to amend the debt ceiling
bill tg lower the sugar loan rate by three cents a pouﬁd.
This attempt failed 60-31, and I geared up for another
Quayle-~Tsongas amendment which was expected sometime {n the

summer |[of 1983,
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ver, it never came. In fact, Senator Quayle quietly
ped his active opposition to the sugar program, and it
t interest you to learn why.

een 1981 and 1983, High Fructose Corn Syrup (HFCS),

h can be produced more cheaply than cane or beet sugar,
massive inroads into the sugar market. Soft drinks
as Coke and Pepsi, which once used 1007 sugar, now

w 100Z HFCS in their commercial syrups and bottled

ks. In guaranteeing the survival of our domestic sugar
stry, the sugar program was setting a price umbrella for

stic sweeteners that provided an attractive return for
producers. Once the corn growers had taken over our

id sugar markets, it was in their best interest to work
us to retain the sugar program. Consequently, in just

e years—-—their penetration of our markets complete--HFCS

ucers became a major ally of sugar growers. They joined
rcane and beet producers in establishing the U.S.

tener Producers Group, which inaugurated an annual
rnational Sweetener Symposium. These same corn

ucers, many of them based in Indiana, approached Senator
le and pointed out that his efforts to cut the sugar

ram were damaging his own constituents. Although he

ins opposed to the sugar program and will probably vote

inst it when we take up the 1985 Farm Bill, I do not

ct him to lead the opposition this year.

shape of the 1985 Farm Bill is still uncertain, although
Senate Agriculture Committee reports that its work 1is
rly complete." The Committee started drafting farm
slation in May, after holding several months of hearings
hich several members of today” s audience and I had the
ilege of testifying on behalf of Hawaii”s sugar

stry. Since then, the Agriculture Committee has met 70
s, and yet we still do not have a final draft.

reason is the fact that seven separate farm bills were

oduced, each of which proposes a different model for
farm policy. The Administration was first with S. 501,

h would have reduced the sugar loan rate to 12 cents a

d and capped payments to processors at $200,000. This
attempted to force a free trade, market-oriented

logy on American agriculture and was so drastic that it
dead on arrival. In subsequent weeks, the Chairman of
Senate Agriculture Committee introduced his own Farm

, S. 616, which pegged the sugar loan rate at 18 cents a

d over the next six years and required the payment of
rest on loans forfeited to the Commodity Credit

oration. This bill was followed by five others, all
oduced by farm state Senators who recommended different
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to address the growing farm crisis and credit crunch in
l America. Fortunately for sugar, the latter six bills
contained a sugar price support program of at least 18

s a pound. It was thus fairly easy for the Senate
culture Committee to agree on July 19 to a loan rate of
ents a pound for the 1985 Farm Bill. The exact wording
he sugar title is still uncertain, however, and our
erence is to ensure that the language matches that of
House Agriculture Committee so that sugar does not have
e addressed in conference.

pleased to report that in addition to the legislation
red by other Senators, I have introduced a bill, S. 884,
h would increase the sugar loan rate from 18-1/2 cents a
d in crop year 1986 to 20 cents a pound in 1989, A

lar but more conservative escalator clause of a quarter
per pound was contained in Senator Melcher”s proposed
bill, S. 1119. When the Agriculture Committee debated
sugar title last month, Senator Andrews moved that the
ittee extend the current sugar program for the life of
1985 Farm Bill. Senator Melcher inquired whether that

t including the increases contained in the 1981 Farnm

. Senator Andrews indicated that while this would be
rable, it did not seem feasible in an era of budget cuts
program freezes. Subsequently, a straight 18 cent per

d loan rate was approved by voice vote. However, the
tion of the 1985 farm bill--one year, two years, four
s——-1is one of the outstanding issues that needs to be
lved by the Agriculture Committee when the Senate

nvenes in September.

ough the Senate Agriculture Committee has settled on a
rate for sugar, the outlook for sugar in the Senate as
ole is still uncertain. First, there is the fact that

o have declared opposition in the Senate: after several
hs where it looked as if though no one might pick up the
e abandoned by Senators Quayle and Tsongas, we now know
Senator Bradley from New Jersey, a Democrat, and

tor Gorton from Washington, a Republican, will lead the
sition against sugar this year on the Senate floor.

have introduced a bill, S. 1222, which would reduce the
rate for sugar to 13 cents per pound in crop year 1985
decrease it in subsequent years. They have also

unced their intention to offer a floor amendment to the
Bill to reduce the sugar loan rate by an as-of-yet
ecified amount.

ing their efforts are the Sugar Users Group, which was
nd in 1981, and a new group called CRISP~--the so-called
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"Coalition to Reduce Inflated Sugar Prices." We all know of
the |longstanding hostility of bakers, ice cream

manufacturers, soft drink bottlers and other users to the
sugar program, but it may surprise you to learn the identity
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f the other groups that belong to CRISP. They
Americans for Democratic Action, Congress Watch,
national Longshoreman”s Association, AFL-CIO, and
Workers Council of North America, AFL-CIO.

with retail grocers and food marketers, they
ormidable--though not insurmountable—--opposition to
nt of a sugar price support program this year.

the challenge in Congress this year is the fact
the first time under the 1981 Act, sugar processors
ulted on their loans to the Commodity Credit
on. For years, one of our strongest arguments has
the sugar program operates at no cost to the
taxpayer. This year, because of $55 million in
es by Great Western, one of the best arguments in
a sugar program has been shaken, though not lost.
the fact that duties and fees from the sugar
ave raised more than $355 for the U.S. Treasury
1, we are still able to argue effectively that our
perates at no net cost to the American taxpayer.
re, Congress hzg—charged the USDA with operating
program in such a way that it does not result in
iture of stocks to the U.S. Government. Over the
t months, the USDA has allowed the average price of
in the U.S. to slip below the market stabilization
21.57 cents; the September price for raw sugar in
is 20.5 cents, more thanm a penny below the target.

proponents of the sugar program have had to
the adverse publicity generated by reports of U.S.
iners who have imported sugar duty free and sold it
lly instead of reexporting it. Add to this recent
about the import quotas imposed on sugar containing
last January by Presidential Proclamation 5294,
the unintended consequence of keeping out
g from oriental seasonings to saimin and ramen. In
frozen kosher pizzas were impounded, as were
rom Asia and Central America in Los Angeles. The
affected import-export merchants and consumers who
longer purchase gourmet and traditional foods
orced the Administration, after intercession by
d other members of Congress, to ease the ban,
n ITC investigation this summer. The resulting
reinforced the conviction in some circles that
otas are evil and unnecessary and should be
», even though we know they are necessary to protect
producers from surpluses dumped at ruinous prices
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Compounding the lingering threats to the sugar program are
the|broader uncertainties facing the Farm Bill as a whole.
Although 95 percent complete, the bill has not yet been
reported out of committee and may thus be subject to further
change and refinement. Indeed, in late July, the Majority
Leader, who is a member of the Agriculture Committee,
threatened to bring his own version of a farm bill directly
to the floor if the committee did not complete work on the
bill in a timely fashion.

The 1bill”s situation is further clouded by the fact that
Congress recently approved a budget resolution which directs
com#ittees to save an additional $68 billion in non-defense
spending over the next three fiscal years. Despite the fact
that discretionary spending at the USDA has been cut to a
bare minimum since President Reagan took office in 1981,
agriculture remains a favorite target of the budget ax,
largely because of the commodity programs. The Commodity
Credit Corporation”s outlays for farm programs have
increased from an average of $3 billion per year in the
1970"s to a high of $18.85 billion in FY 1983; the cost this
year (FY 1985) is estimated at $11.5 billion. It is
.reported that when the Senate reconvenes next month, the
Agriculture Committee will have to find at least $8 billion
in savings over the next three years. Such an effort may
well unravel some of the work that has already been
completed on the 1985 Farm Bill.

President Reagan is also committed to a "market-oriented"
agricultural economy. Sugar producers thus face lukewarm
support at best or downright opposition at worst from an
Administration that is committed to free trade ideology.
Free trade is fine if everyone plays by the same rules, but
the fact of the matter is that there is no such thing in the
world—--not for steel, textiles, leather goods, electronics,
or sugar. To open U.S. markets to subsidized foreign
production would put American producers out of business, and
I for one am not willing to sacrifice sugar growers and
processors for the principle of free trade.

With regard to the outlook for sugar in both the Congress
and Hawaii, I would say that I am guardedly optimistic
about the prospects for including a viable sugar program in
the 1985 Farm Bill. I am also hopeful that sugar will be
part of the Hawaiian landscape for many years to come.

With respect to the long-term outlook for sugar, however, no
one can be certain. Clearly sugar is an important part of
Hawaii”s economy today, but no planner in his right mind
would make it the cornerstone of our agricultural sector in
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the year 2000. We need to examine our options, if only
because the continued survival of the domestic sugar
industry, unlike that of other commodities, depends on
political action and our success in keeping a sugar program
in the Farm Bill, Sugar is unique in that it is the only
major commodity we import. Given the distorted nature of
the world sugar market, where residual stocks are dumped at
prices well below the cost of production, we will always
need to protect our domestic growers from unfair, subsidized
foreign competition and the vagueries of a market where
supply and demand have nothing to do with the actual price
of sugar.,

Clearly we need to explore alternatives, but in the
meantime, we can take pride in the efforts of such Hawaiian
firms as Hilo Coast Processing Company, which just won the
U.S. Senate Productivity Award for our State. With 1its
imaginative management, successful cost cutting, and
innovation, it has helped keep sugar a viable industry in
our Islands. Without the efforts of such leaders to bridge
the gap between the plantation economy of yesterday and the
Hawaii of tomorrow, there would be no industry for us to
defend in the Senate. I promise you my continued support
and trust that I will be able to bring you encouraging news
in the near future about the action taken by Congress on the
sugar title in the 1985 Farm Bill.



[ WISH TO TAKE THIS OPPORTUNITY TO REPORT ON THE

STATUS OF SUGAR IN THE U.S. CONGRESS AND THE PROSPECTS

FOR INCLUDING A VIABLE SUGAR PROGRAM IN THE 1985 FARM

BILL} SPECIFICALLY, T WOULD LIKE TO GIVE YOU A SENSE OF
WHERE WE ARE, WHERE WE HAVE BEEN, AND WHERE WE ARE GOING
WITH SUGAR LEGISLATION IN THE U.S. SENATE. THIS WILL

REQUIRE THAT I PUT SUGAR IN THE CONTEXT OF SOME OF THE

OTHER DEBATES CURRENTLY GOING ON IN WASHINGTON, SINCE IT

[S IMPOSSIBLE TO DISCUSS OUR NATIONS AGRICULTURAL

Pt

PROGRAMS WITHOUT DEALING WITH THE CONSTRAINTS IMPOSED ON

THEM BY THE BUDGET PROCESS AND PRESIDENT REAGAN'S

COMMITMENT TO “FREE MARKETS” AND “FREE TRADE".




THE CURRENT SUGAR PROGRAM WAS ESTABLISHED FOUR

YEAR$ AGO, BUT SUGAR HAS BEEN PART OF FEDERAL LAW SINCE

1789, WHEN THE FIRST TARIFF WAS IMPOSED ON RAW SUGAR TO

RAISE REVENUE FOR THE TREASURY. THE UNITED STATES HAS
MAINTAINED DUTIES ON ALL IMPORTED SUGAR SINCE THEN,
EXCERT FOR THE FOUR YEAR PERIOD FROM 18390 TO 1894.

Jr——
%IN 1890, CONGRESS PASSED THE MCKINLEY BILL, |

WAS THE FIRST FEDERAL LEGISLATION TO RECOGNIZE
IMPORTANCE OF A DOMESTIC SUGAR INDUSTRY AND ENCOL

[TS PRODUCTION. THE BILL PAID A BOUNTY OF 2 CENTS

POUND OF SUGAR PRODUCED. THIS WAS FOLLOWED IN 18¢

THE IMPOSITION OF A NEW TARIFF ON IMPORTED SUGA
PROTECT THE DOMESTIC SUGAR BEET INDUSTRY FROM Suf

PRODUCTION FROM EUROPE.




~

THIS TARIFF REMAINED IN FORCE UNTIL 1934, WHEN JTHE

.
.

gp—

MAINSTAY OF OUR NATION'S SUGAR LEGISLATION, THE JONES-

I I‘B'*

COSTIGAN ACT WAS PASSED‘ THES B, WHICH LIMITED
[MPORTS AND REGULATED DOMESTIC PRODUCTION, ESTABLISHED A
FRAMEWORK FOR THE NEXT 40 YEARS WHEREBY CONSUMERS
ENJOYED STABLE SUGAR SUPPLIES AND REASONABLE PRICES
WHILE AMERICAN PRODUCERS WERE PROTECTED FROM UNFAIR
FOREIGN COMPETITION. THE NET EFFECT OF THE SUGAR ACT
WAS TO ENSURE THAT THE UNITED STATES PRODUCED A MAJOR

SHARE OF ITS OWN SUGAR REQUIREMENTS WHILE SAFEGUARDING

AMERICAN JOBS FROM CHEAP LABOR AND SUBSIDIZED PRODUCTION

IN OTHER COUNTRIES.




UMFORTUNATELY, 1974 WAS A YEAR OF HIGH SUGAR
PRICES, AND A BILL TO RENEW THE SUGAR ACT FAILED TO PASS
THE HOUSE OF REPRESENTATIVES. THE SUGAR ACT
SUBSEQUENTLY EXPIRED ON DECEMBER 31, 1974, AND SUGAR NO
LONGER HAD A SEPARATE PROGRAM TO SAFEGUARD ITS SURVIVAL.

AFTER A LAPSE OF SEVEN YEARS AND A TOUGH POLITICAL
BATTLE, WE WERE SUCCESSFUL IN INCLUDING SUGAR AS PART OF
THE 1981 FARM BILL. BUT IT WAS NOT EASY]?E;;;:::;;‘
OUTSET, USER GROUPS TARGETED THE SUGAR PRICE SUPPORT
PROGRAM AS UNNECESSARY AND DETRIMENTAL TO THE AMERICAN
CONSUMER. THEIR REAL INTEREST WAS, OF COURSE, TO RETAIN
ACCESS TO WORLD SUGAR WHICH THEY COULD PURCHASE AT A

DISCOUNT IN TIMES OF OVERSUPPLY.




. FOR THE SAKE OF INCREASING THEIKR PROFITS, THEY WERE
WILLING TO SACRIFICE OUR HARDWORKING SUGAR PRODUCERS, A
POSITION YOU, I, AND OTHER AMERICANS WOULD NOT ACCEPT.
WHEN CONGRESS STARTED WORK ON THE 1981 FARM BILL,
THE SENATE AGRICULTURE COMMITTEF REPORTED A BILL, S.
884, THAT CONTAINED A SUGAR LOAN RATE QF 18 CENTS PER
POUND FOR THE 1982 CROP, INCREASING TO 19.5 CENTS PER
POUND FOR THE 1985 CROP. THE SUGAR TITLE WAS ATTACKED
ON THE SENATE FLOOR BY USER-STATE SENATORS, WHO
INTRODUCED AMENDMENTS FIRST 10 ABOLISH, THEN TO LOWER
THE LOAN RATE. ON SEPTEMBER 17, 1981, SENATOR QUAYLE
FROM INDIANA OFFERED AN AMENDMENT TO DELETE THE ENTIRE
SUGAR PROGRAM FROM THE SENATE’S FARM BILL. THIS EFFORT

WAS DEFEATED 61-33.




~ THE SAME DAY, SENATOR HUMPHREY FROM NEW HAMPSHIRE
OFFERED AN AMENDMENT TO REDUCE THE LOAN RATE TO 1b6-1/2
CENTS PER POUND, WHICH WAS DEFEATED BY A SIMILAR VOTE,
64-30. ALTHOUGH SAFE IN THE SENATE, THE SUGAR TITLE WAS
KNOCKED OUT OF THE HOUSE BILL ON OCTOBER 15, 213-190-
THIS MEANT THAT THE FATE OF THE SUGAR PROGRAM LAY IN THE
HANDS OF HOUSE AND SENATE CONFEREES, WHO MET TO RESOLVE
DIFFE

SENAT ;

INSTR

EVENT J
COMPRO BW*%

LOAN RATE WHICH WOULD INCREASE TO 18 CENTS BY THE 1985

CROP YEAR-AQRY




 THE CONFERENCE REPORT FINALLY GOT THROUGH CONGRESS ON
DECEMBER 16, 1981, BUT ONLY AFTER A HARROWING 205-203
VOTE IN THE HOUSE OF REPRESENTATIVES. AS YOU CAN SEE,
OUR NATION’S FARM PROGRAMS ARE NOT AN EASY ISSUE TO
ADDRESS, AND THIS YEAR PROMISES T0 BE NO BETTER.

CLEARLY, SUGAR HAS ENEMIES IN THE SENATE, AND
SENATORS QUAYLE AND TSONGAS TRIED IN 1982 TO AMEND THE
DEBT CEILING BILL TO LOWER THE SUGAR LOAN RATE BY THREE
CENTS A POUND. THIS ATTEMPT FAILED 60-31, AND I GEARED
UP FOR ANOTHER QUAYLE-TSONGAS AMENDMENT WHICH WAS
EXPECTED SOMETIME IN THE SUMMER OF 1983.

HOWEVER, IT NEVER CAME. IN FACT, SENATOR QUAYLE
QUIETLY DROPPED HIS ACTIVE OPPOSITION T0O THE SUGAR

PROGRAM, AND IT MIGHT INTEREST YOU TO LEARN WHY.




BETWEEN 1981 AND 1983, HIGH FRUCTOSE CORN SYRUP

(HFCS), WHICH CAN BE PRODUCED MORE CHEAPLY THAN CANE OR

BEET SUGAR, MADE MASSIVE INROADS INTO THE SUGAR MARKET.

SOFT DRINKS SUCH AS COKE AND PEPSI, WHICH ONCE USED 100%

SUGAR, NOW ALLOW 100% HFCS IN THEIR COMMERCIAL SYRUPS

AND BOTTLED DRINKS. [N GUARANTEEING THE SURVIVAL OF OUR

DOMESTIC SUGAR INDUSTRY, THE SUGAR PROGRAM WAS SETTING A

PRICE UMBRELLA FOR DOMESTIC SWEETENERS THAT PROVIDED AN

ATTRACTIVE RETURN FOR HFCS PRODUCERS. ONCE THE CORN

GROWERS HAD TAKEN OVER OUR LIQUID SUGAR MARKETS, IT WAS

IN THEIR BEST INTEREST TO WORK WITH US TO RETAIN THE

SUGAR PROGRAM.




CONSEQUENTLY, IN JUST THREE YEARS--THEIR PENETRATION OF

OUR MARKETS COMPLETE--HFCS PRODUCERS BECAME A MAJOR ALLY

OF SUGAR GROWERS. THEY JOINED SUGARCANE AND BEET

PRODUCERS IN ESTABLISHING THE U.S. SWEETENER PRODUCERS

GROUP, WHICH INAUGURATED AN ANNUAL INTERNATIONAL

SWEETENER SYMPOSIUM. THESE SAME CORN PRODUCERS, MANY OF

THEM BASED IN INDIANA, APPROACHED SENATOR QUAYLE AND

POINTED OUT THAT HIS EFFORTS TO CUT THE SUGAR PROGRAM

WERE DAMAGING HIS OWN CONSTITUENTS- ALTHOUGH HE REMAINS

OPPOSED TO THE SUGAR PROGRAM AND WILL PROBABLY VOTE

AGAINST IT WHEN WE TAKE UP THE 1985 FARM BILL, I DO NOT

EXPECT HIM TO LEAD THE OPPOSITION THIS YEAR.
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THE SHAPE OF THE 1985 FARM BILL IS STILL UNCERTAIN,

ALTHOUGH THE SENATE AGRICULTURE COMMITTEE REPORTS THAT

ITS WORK IS "NEARLY COMPLETE." THE COMMITTEE STARTED

DRAFTING FARM LEGISLATION IN MAY, AFTER HOLDING SEVERAL

MONTHS OF HEARINGS AT WHICH SEVERAL MEMBERS OF TODAY'S

AUDIENCE AND [ HAD THE PRIVILEGE OF TESTIFYING ON BEHALF

OF HAWAII'S SUGAR INDUSTRY. SINCE THEN, THE AGRICULTURE

COMMITTEE HAS MET 70 TIMES, AND YET WE STILL DO NOT HAVE

A FINAL DRAFT.

ONE REASON IS THE FACT THAT SEVEN SEPARATE FARM

BILLS WERE INTRODUCED, EACH OF WHICH PROPOSES A

DIFFERENT MODEL FOR U.S. FARM POLICY.
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THE ADMINISTRATION WAS FIRST WITH S. 501, WHICH WOULD

HAVE REDUCED THE SUGAR LOAN RATE TO 12 CENTS A POUND AND

CAPPED PAYMENTS TO PROCESSORS AT $200,000-

THIS BILL ATTEMPTED TO FORCE A FREE TRADE, MARKET-

ORIENTED IDEOLOGY ON AMERICAN AGRICULTURE AND WAS SO

DRASTIC THAT IT WAS DEAD ON ARRIVAL. IN SUBSEQUENT

WEEKS, THE CHAIRMAN OF THE SENATE AGRICULTURE COMMITTEE

INTRODUCED HIS OWN FARM BILL, S. 616, WHICH PEGGED THE

SUGAR LOAN RATE AT 18 CENTS A POUND OVER THE NEXT SIX

YEARS AND REQUIRED THE PAYMENT OF INTEREST ON LOANS

FORFEITED TO THE COMMODITY CREDIT CORPORATION.



THIS BILL WAS FOLLOWED BY FIVE OTHERS, ALL INTRODUCED BY

FARM STATE SENATORS WHO RECOMMENDED DIFFERENT WAYS TO

ADDRESS THE GROWING FARM CRISIS AND CREDIT CRUNCH IN

RURAL AMERICA. FORTUNATELY FOR SUGAR, THE LATTER SIX

BILLS ALL CONTAINED A SUGAR PRICE SUPPORT PROGRAM OF AT

LEAST 18 CENTS A POUND. IT WAS THUS FAIRLY EASY FOR THE

SENATE AGRICULTURE COMMITTEE TO AGREE ON JULY 19 TO A

LOAN RATE OF 18 CENTS A POUND FOR THE 1985 FARM BILL.

THE EXACT WORDING OF THE SUGAR TITLE IS STILL UNCERTAIN,

HOWEVER, AND OUR PREFERENCE IS TO ENSURE THAT THE

LANGUAGE MATCHES THAT OF THE HOUSE AGRICULTURE COMMITTEE

SO THAT SUGAR DOES NOT HAVE TO BE ADDRESSED IN

CONFERENCE.



I AM PLEASED TO REPORT THAT IN ADDITION TO THE

LEGISLATION OFFERED BY OTHER SENATORS, I HAVE INTRODUCED

A BILL, S. 884, WHICH WOULD INCREASE THE SUGAR LOAN RATE

FROM 18-1/2 CENTS A POUND IN CROP YEAR 1986 TO 20 CENTS

A POUND IN 1989. A SIMILAR BUT MORE CONSERVATIVE

ESCALATOR CLAUSE OF A QUARTER CENT PER POUND WAS

CONTAINED IN SENATOR MELCHER'S PROPOSED FARM BILL, S.

1119. WHEN THE AGRICULTURE COMMITTEE DEBATED THE SUGAR

TITLE LAST MONTH, SENATOR ANDREWS MOVED THAT THE

COMMITTEE EXTEND THE CURRENT SUGAR PROGRAM FOR THE LIFE

OF THE 1985 FARM BILL.



SENATOR MELCHER INQUIRED WHETHER THAT MEANT INCLUDING

THE INCREASES CONTAINED IN THE 1981 FARM BILL. SENATOR

ANDREWS INDICATED THAT WHILE THIS WOULD BE DESIRABLE, IT

DID NOT SEEM FEASIBLE IN AN ERA OF BUDGET CUTS AND

PROGRAM FREEZES. SUBSEQUENTLY, A STRAIGHT 18 CENT PER

POUND LOAN RATE WAS APPROVED BY VOICE VOTE. HOWEVER, THE

DURATION OF THE 1985 FARM BILL--ONE YEAR, TWO YEARS,

FOUR YEARS--IS ONE OF THE OUTSTANDING ISSUES THAT NEEDS

TO BE RESOLVED BY THE AGRICULTURE COMMITTEE WHEN THE

SENATE RECONVENES IN SEPTEMBER

ALTHOUGH THE SENATE AGRICULTURE COMMITTEE HAS

SETTLED ON A LOAN RATE FOR SUGAR, THE OUTLOOK FOR SUGAR

IN THE SENATE AS A WHOLE IS STILL UNCERTAIN.
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FIRST, THERE IS THE FACT THAT WE DO HAVE DECLARED

OPPOSITION IN THE SENATE: AFTER SEVERAL MONTHS WHERE IT

LOOKED AS IF THOUGH NO ONE MIGHT PICK UP THE CAUSE

ABANDONED BY SENATORS QUAYLE AND TSONGAS, WE NOW KNOW

THAT SENATOR BRADLEY FROM NEW JERSEY, A DEMOCRAT, AND

SENATOR GORTON FROM WASHINGTON, A REPUBLICAN, WILL LEAD

THE OPPOSITION AGAINST SUGAR THIS YEAR ON THE SENATE

FLOOR. THEY HAVE INTRODUCED A BILL, S. 1222, WHICH WOULD

REDUCE THE LOAN RATE FOR SUGAR TO 13 CENTS PER POUND IN

CROP YEAR 1985 AND DECREASE IT IN SUBSEQUENT YEARS.,

THEY HAVE ALSO ANNOUNCED THEIR INTENTION TO OFFER A

FLOOR AMENDMENT TO THE FARM BILL TO REDUCE THE SUGAR

LOAN RATE BY AN AS-OF-YET UNSPECIFIED AMOUNT.



BACKING THEIR EFFORTS ARE THE SUGAR USERS GROUP,

WHICH WAS AROUND IN 1981, AND A NEW GROUP CALLED CRISP--

THE SO-CALLED "COALITION TO REDUCE INFLATED SUGAR

PRICES." WE ALL KNOW OF THE LONGSTANDING HOSTILITY OF

BAKERS, ICE CREAM MANUFACTURERS, SOFT DRINK BOTTLERS AND

OTHER USERS TO THE SUGAR PROGRAM, BUT IT MAY SURPRISE

YOU TO LEARN THE IDENTITY OF SOME OF THE OTHER GROUPS

THAT BELONG TO CRISP. THEY INCLUDE: AMERICANS FOR

DEMOCRATIC ACTION, CONGRESS WATCH, THE INTERNATIONAL

LONGSHOREMAN'S ASSOCIATION, AFL-CIO, AND THE SUGAR

WORKERS COUNCIL OF NORTH AMERICA, AFL-CIO. COMBINED

WITH RETAIL GROCERS AND FOOD MARKETERS, THEY PRESENT

FORMIDABLE--THOUGH NOT INSURMOUNT ABLE--OPPOSITI ON TO

REENACTMENT OF A SUGAR PRICE SUPPORT PROGRAM THIS YEAR.



ADDING TO THE CHALLENGE IN CONGRESS THIS YEAR IS

THE FACT THAT FOR THE FIRST TIME UNDER THE 1981 ACT,

SUGAR PROCESSORS HAVE DEFAULTED ON THEIR LOANS TO THE

COMMODITY CREDIT CORPORATION. FOR YEARS, ONE OF OUR

STRONGEST ARGUMENTS HAS BEEN THAT THE SUGAR PROGRAM

OPERATES AT NO COST TO THE AMERICAN TAXPAYER. THIS

YEAR, BECAUSE OF $55 MILLION IN FORFEITURES BY GREAT

WESTERN, ONE OF THE BEST ARGUMENTS IN FAVOR OF A SUGAR

PROGRAM HAS BEEN SHAKEN, THOUGH NOT LOST. THANKS TO THE

FACT THAT DUTIES AND FEES FROM THE SUGAR PROGRAM HAVE

RAISED MORE THAN $355 FOR THE U.S. TREASURY SINCE 1981,

WE ARE STILL ABLE TO ARGUE EFFECTIVELY THAT OUR PROGRAM

OPERATES AT NO NET COST TO THE AMERICAN TAXPAYER.



FURTHERMORE, CONGRESS HAS CHARGED THE USDA WITH

OPERATING THE SUGAR PROGRAM IN SUCH A WAY THAT IT DOES

NOT RESULT IN THE FORFEITURE OF STOCKS TO THE U.S.

GOVERNMENT. OVER THE PAST EIGHT MONTHS, THE USDA HAS

ALLOWED THE AVERAGE PRICE OF RAW SUGAR IN THE U.S. TO

SLIP BELOW THE MARKET STABILIZATION PRICE OF 21.57

CENTS; THE SEPTEMBER PRICE FOR RAW SUGAR IN NEW YORK IS

20.5 CENTS, MORE THAN A PENNY BELOW THE TARGET.

FINALLY, PROPONENTS OF THE SUGAR PROGRAM HAVE HAD

TO CONFRONT THE ADVERSE PUBLICITY GENERATED BY REPORTS

OF U.S. SUGAR REFINERS WHO HAVE IMPORTED SUGAR DUTY FREE

AND SOLD IT DOMESTICALLY INSTEAD OF REEXPORTING IT.
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ADD TO THIS RECENT ARTICLES ABOUT THE IMPORT QUQOTAS

IMPOSED ON SUGAR CONTAINING PRODUCTS LAST JANUARY BY

PRESIDENTIAL PROCLAMATION 5294, WHICH HAD THE UNINTENDED

CONSEQUENCE OF KEEPING OUT EVERYTHING FROM ORIENTAL

SEASONINGS TO SAIMIN AND RAMEN. IN NEW YORK, FROZEN

KOSHER PIZZAS WERE IMPOUNDED, AS WERE IMPORTS FROM ASIA

AND CENTRAL AMERICA IN LOS ANGELES. THE OUTCRY BY

AFFECTED IMPORT-EXPORT MERCHANTS AND CONSUMERS WHO COULD

NO LONGER PURCHASE GOURMET AND TRADITIONAL FOODS FINALLY

FORCED THE ADMINISTRATION, AFTER INTERCESSION BY MYSELF

AND OTHER MEMBERS OF CONGRESS, TO EASE THE BAN, PENDING

AN ITC INVESTIGATION THIS SUMMER.
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THE RESULTING PRESS HAS REINFORCED THE CONVICTION IN

SOME CIRCLES THAT IMPORT QUOTAS ARE EVIL ANU UNNECESSARY

AND SHOULD BE ABOLISHED, EVEN THOUGH WE KNOW THEY ARE

NECESSARY TO PROTECT AMERICAN PRODUCERS FROM SURPLUSES

DUMPED AT RUINOUS PRICES ABROAD.

COMPOUNDING THE LINGERING THREATS TO THE SUGAR

PROGRAM ARE THE BROADER UNCERTAINTIES FACING THE FARM

BILL AS A WHOLE. ALTHOUGH 95 PERCENT COMPLETE, THE BILL

HAS NOT YET BEEN REPORTED OUT OF COMMITTEE AND MAY THUS

BE SUBJECT TO FURTHER CHANGE AND REFINEMENT.
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INDEED, IN LATE JULY, THE MAJORITY LEADER, WHO IS A

MEMBER OF THE AGRICULTURE COMMITTEE, THREATENED TO

BRING HIS OWN VERSION OF A FARM BILL DIRECTLY TO THE

FLOOR IF THE COMMITTEE DID NOT COMPLETE WORK ON THE BILL

IN A TIMELY FASHION.

THE BILL'S SITUATION IS FURTHER CLOUDED BY THE FACT

THAT CONGRESS RECENTLY APPROVED A BUDGET RESOLUTION

WHICH DIRECTS COMMITTEES TO SAVE AN ADDITIONAL $68

BILLION IN NON-DEFENSE SPENDING OVER THE NEXT THREE

FISCAL YEARS. DESPITE THE FACT THAT DISCRETIONARY

SPENDING AT THE USDA HAS BEEN CUT TO A BARE MINIMUM

SINCE PRESIDENT REAGAN TOOK OFFICE IN 1981, AGRICULTURE

REMAINS A FAVORITE TARGET OF THE BUDGET AX, LARGELY

BECAUSE OF THE COMMODITY PROGRAMS.
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THE COMMODITY CREDIT CORPORATION'S OUTLAYS FOR FARM

PROGRAMS HAVE INCREASED FROM AN AVERAGE OF $3 BILLION

PER YEAR IN THE 1970'S TO A HIGH OF $18.85 BILLION IN FY

1983; THE COST THIS YEAR (FY 1985) IS ESTIMATED AT $11-5

BILLION. IT IS REPORTED THAT WHEN THE SENATE RECONVENES

NEXT MONTH, THE AGRICULTURE COMMITTEE WILL HAVE TO FIND

AT LEAST $8 BILLION IN SAVINGS OVER THE NEXT THREE

YEARS. SUCH AN EFFORT MAY WELL UNRAVEL SOME OF THE WORK

THAT HAS ALREADY BEEN COMPLETED ON THE 1985 FARM BILL

PRESIDENT REAGAN IS ALSO COMMITTED TO A "MARKET-

ORIENTED" AGRICULTURAL ECONOMY. SUGAR PRODUCERS THUS

FACE LUKEWARM SUPPORT AT BEST OR DOWNRIGHT OPPOSITION AT

WORST FROM AN ADMINISTRATION THAT IS COMMITTED TO FREE

TRADE IDEOLOGY.
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FREE TRADE IS FINE IF EVERYONE PLAYS BY THE SAME RULES,

BUT THE FACT OF THE MATTER IS THAT THERE IS NO SUCH

THING IN THE WORLD--NOT FOR STEEL, TEXTILES, LEATHER

GOODS, ELECTRONICS, OR SUGAR. TO OPEN U.S. MARKETS TO

SUBSIDIZED FOREIGN PRODUCTION WOULD PUT AMERICAN

PRODUCERS OUT OF BUSINESS, AND I FOR ONE AM NOT WILLING

TO SACRIFICE SUGAR GROWERS AND PROCESSORS FOR THE

PRINCIPLE OF FREE TRADE.

IF WE ARE TO SUCCEED IN THE BATTLE TO MAINTAIN

EFFECTIVE SUGAR PRICE SUPPORTS, WE NEED BETTER

COORDINATION AMONG SUGAR PRODUCERS AND PROCESSORS, BOTH

IN HAWAII AND ON THE MAINLAND.
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AS AN EXAMPLE 1 WOULD CITE THE FACT THAI WHILE YOUR

ELECTED REPRESENTATIVES WERE FIGHTING FOR THE SURVIVAL

OF SUGAR IN WASHINGTON, REPORTS SURFACED IN THE MEDIA

LAST MONTH ABOUT OFFICERS OF SUCH CORPORATIONS AS CASTLE

& COOKE AND AMFAC PRONOUNCING SUGAR "DEAD" OR "DYING."

AT THE SAME TIME THAT THE ILWU'S WASHINGTON

REPRESENTATIVE WAS BUSY LOBBYING CONGRESSIONAL OFFICES

ON BEHALF OF RETAINING THE CURRENT SUGAR PROGRAM, WE

READ NEWSPAPER ACCOUNTS ABOUT THE REGIONAL DIRECTOR OF

THE ILWU AGREEING WITH MANAGEMENT THAT THE HAWAIIAN

SUGAR INDUSTRY IS DYING, ALTHOUGH HE DISAGREED ABOUT THE

TIMETABLE ANU HOW BEST HAWAIIANS SHOULD RIDE OUT THE END

OF THE SUGAR ERA
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SIMILARLY, | WAS ASKED BY THE HAWAIIAN SUGAR

PLANTERS ASSOCIATION TO INTRODUCE A BILL RAISING SUGAR

PRICE SUPPORTS AT A FIXED INTERVAL OF 1/2 CENTS PER YEAR

AT A TIME WHEN WE KNEW VERY WELL THAT THE EMPHASIS IN

THE SENATE THIS YEAR WOULD BE ON MAINTAINING THE STATUS

QUO. I WAS HAPPY TO DO THIS ON BEHALF OF OUR INDUSTRY

BECAUSE HAWAIIAN WORKERS HAVE ACCEPTED PAY FREEZES TWO

OUT OF THE LAST THREE YEARS AND THE CURRENT SUGAR

PROGRAM HAS DONE NO MORE THAN ENSURE THE SURVIVAL OF OUR

MOST EFFICIENT PRODUCERS: FAIR PROFITS ARE STILL OUT OF

THE QUESTION GIVEN CURRENT WORLD MARKET CONDITIONS.
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YOU CAN IMAGINE MY SURPRISE WHEN SENATOR MATSUNAGA

AND 1 WERE ASKED SEVEN WEEKS LATER TO INTRODUCE A SECOND

BILL THAT STRESSED THE CONCEPT OF INDEXING FOR

INFLATION. THE NET EFFECT OF OUR LEGISLATION, S. 1149,

WAS TO ALLOW THE LOAN RATE FOR SUGAR TO RISE BY LESS

THAN 1/2 CENT PER YEAR, AS CALLED FOR IN THE EARLIER

BILL, IF THE RATE OF INFLATION WAS FAIRLY MODEST. RATHER

THAN STRENGTHEN THE POSITION OF SUGAR PRODUCERS IN THE

SENATE, THESE CONFLICTING REQUESTS TO YOUR CONGRESSIONAL

DELEGATION THREATENED TO MUDDY AN ALREADY COMPLEX

LEGISLATIVE SITUATION IN COMMITTEE AND ON THE SENATE

FLOOR.



7.

NEEDLESS TO SAY, GIVEN THE CURRENT DISCUSSIONS OF

DRACONIAN CUTS IN DISCRETIONARY FEDERAL SPENDING--THE

CURRENT BUDGET RESOLUTION ALREADY CALLS FOR ELIMINATION

OF THE U.S. TRAVEL AND TOURISM AGENCY AND OTHER PROGRAMS

IMPORTANT TO HAWAII--THE EMPHASIS THIS YEAR WILL BE ON

MAINTAINING THE STATUS QUO, NOT SECURING RAISES IN THE

SUGAR PRICE SUPPORT PROGRAM.

WITH REGARD TO THE OUTLOOK FOR SUGAR IN BOTH THE

CONGRESS AND HAWAII, I WOULD SAY THAT I AM GUARDEDLY

OPTIMISTIC ABOUT THE PROSPECTS FOR INCLUDING A VIABLE

SUGAR PROGRAM IN THE 1985 FARM BILL. I AM ALSO HOPEFUL

THAT SUGAR WILL BE PART OF THE HAWAIIAN LANDSCAPE FOR

MANY YEARS TO COME
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WITH RESPECT TO THE LONG-TERM OUTLOOK FOR SUGAR,

HOWEVER, NO ONE CAN BE CERTAIN. CLEARLY SUGAR IS AN

IMPORTANT PART OF HAWAII'S ECONOMY TODAY, BUT NO PLANNER

IN HIS RIGHT MIND WOULD MAKE IT THE CORNERSTONE OF OUR

AGRICULTURAL SECTOR IN THE YEAR 2000. WE NEED TO

EXAMINE OUR OPTIONS, IF ONLY BECAUSE THE CONTINUED

SURVIVAL OF THE DOMESTIC SUGAR INDUSTRY, UNLIKE THAT OF

OTHER COMMODITIES, DEPENDS ON POLITICAL ACTION AND OUR

SUCCESS IN KEEPING A SUGAR PROGRAM IN THE FARM BILL.

SUGAR IS UNIQUE IN THAT IT IS THE ONLY MAJOR COMMODITY

WE IMPORT.



GIVEN THE DISTORTED NATURE OF THE WORLD SUGAR MARKET,

WHERE RESIDUAL STOCKS ARE DUMPED AT PRICES WELL BELOW

THE COST OF PRODUCTION, WE WILL ALWAYS NEED TO PROTECT

OUR DOMESTIC GROWERS FROM UNFAIR, SUBSIDIZED FOREIGN

COMPETITION AND THE VAGUERIES OF A MARKET WHERE SUPPLY

AND DEMAND HAVE NOTHING TO DO WITH THE ACTUAL PRICE OF

SUGAR.

CLEARLY WE NEED TO EXPLORE ALTERNATIVES, BUT IN THE

MEANTIME, WE CAN TAKE PRIDE IN THE EFFORTS OF SUCH

HAWAIIAN FIRMS AS HILO COAST PROCESSING COMPANY, WHICH

JUST WON THE U.S. SENATE PRODUCTIVITY AWARD FOR OUR

STATE.
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WITH ITS IMAGINATIVE MANAGEMENT, SUCCESSFUL COST

CUTTING, AND INNOVATION, IT HAS HELPED KEEP SUGAR A

VIABLE INDUSTRY IN OUR ISLANDS. WITHOUT THE EFFORTS OF

SUCH LEADERS TO BRIDGE THE GAP BETWEEN THE PLANTATION

ECONOMY OF YESTERDAY AND THE HAWAII OF TOMORROW, THERE

WOULD BE NO INDUSTRY FUR US TO DEFEND IN THE SENATE- I

PROMISE YOU MY CONTINUED SUPPORT AND TRUST THAT 1 WILL

BE ABLE TO BRING YOU ENCOURAGING NEWS IN THE NEAR FUTURE

ABOUT THE ACTION TAKEN BY CONGRESS ON THE SUGAR TITLE IN

THE 1985 FARM BILL.



8/21/85

DAN,
THE ATTACHED SHOWS THE CHANGED DKI MADE

ON THE SUGAR SPEECH.
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SUGAR

I WISH TO TAKE THIS OPPORTUNITY TO REPORT ON THE

STATUS OF SUGAR IN THE U.S. CONGRESS AND THE PROSPECTS

FOR INCLUDING A VIABLE SUGAR PROGRAM IN THE 1985 FARM

BILL. SPECIFICALLY, I WOULD LIKE TO GIVE YOU A SENSE OF

WHERE WE ARE, WHERE WE HAVE BEEN, AND WHERE WE ARE GOING

WITH SUGAR LEGISLATION IN THE U.S. SENATE. THIS WILL

REQUIRE THAT [ PUT SUGAR IN THE CONTEXT OF SOME OF THE

OTHER DEBATES CURRENTLY GOING ON IN WASHINGTON, SINCE IT

IS IMPOSSIBLE TO DISCUSS OUR NATION'S AGRICULTURAL

PROGRAMS WITHOUT DEALING WITH THE CONSTRAINTS IMPOSED ON

THEM BY THE BUDGET PROCESS AND PRESIDENT REAGAN'S

COMMITMENT TO "FREE MARKETS" AND "FREE TRADE".



THE CURRENT SUGAR PROGRAM WAS ESTABLISHED FOUR

YEARS AGO, BUT SUGAR HAS BEEN PART OF FEDERAL LAW SINCE

1789, WHEN THE FIRST TARIFF WAS IMPOSED ON RAW SUGAR TO

RAISE REVENUE FUR THE TREASURY - THE UNITED STATES HAS

MAINTAINED DUTIES ON ALL IMPORTED SUGAR SINCE THEN,

EXCEPT FOR THE FOUR YEAR PERIOD FROM 1890 TO 1894.

IN 1890, CONGRESS PASSED THE MCKINLEY BILL, WHICH

WAS THE FIRST FEDERAL LEGISLATION TO RECOGNIZE THE

IMPORTANCE OF A DOMESTIC SUGAR INDUSTRY AND ENCOURAGE

ITS PRODUCTION. THE BILL PAID A BOUNTY OF 2 CENTS PER

POUND OF SUGAR PRODUCED. THIS WAS FOLLOWED IN 1894 BY

THE IMPOSITION OF A NEW TARIFF ON IMPORTED SUGAR TO

PROTECT THE DOMESTIC SUGAR BEET INDUSTRY FROM SURPLUS

PRODUCTION FROM EUROPE



THIS TARIFF REMAINED 1IN FORCE UNTIL 1934, WHEN THE

MAINSTAY OF OUR NATION'S SUGAR LEGISLATION, THE JONES-

COSTIGAN ACT WAS PASSED. THIS WHICH LIMITED

IMPORTS AND REGULATED DOMESTIC PRODUCTION, ESTABLISHED A

FRAMEWORK FOR THE NEXT 40 YEARS WHEREBY CONSUMERS

ENJOYED STABLE SUGAR SUPPLIES AND REASONABLE PRICES

WHILE AMERICAN PRODUCERS WERE PROTECTED FROM UNFAIR

FOREIGN COMPETITION. THE NET EFFECT OF THE SUGAR ACT

WAS TO ENSURE THAT THE UNITED STATES PRODUCED A MAJOR

SHARE OF ITS OWN SUGAR REQUIREMENTS WHILE SAFEGUARDING

AMERICAN JOBS FROM CHEAP LABOR AND SUBSIDIZED PRODUCTION

IN OTHER COUNTRIES.



UNFORTUNATELY, 1974 WAS A YEAR OF HIGH SUGAR

PRICES, AND A BILL TO RENEW THE SUGAR ACT FAILED TO PASS

THE HOUSE OF REPRESENTATIVES. THE SUGAR ACT

SUBSEQUENTLY EXPIRED ON DECEMBER 31, 1974, AND SUGAR NO

LONGER HAD A SEPARATE PROGRAM TO SAFEGUARD ITS SURVIVAL.

AFTER A LAPSE OF SEVEN YEARS AND A TOUGH POLITICAL

BATTLE, WE WERE SUCCESSFUL IN INCLUDING SUGAR AS PART OF

THE 1981 FARM BILL. BUT IT WAS NOT EASY. FROM THE

OUTSET, USER GROUPS TARGETED THE SUGAR PRICE SUPPORT

PROGRAM AS UNNECESSARY AND DETRIMENTAL TO THE AMERICAN

CONSUMER. THEIR REAL INTEREST WAS, OF COURSE, TO RETAIN

ACCESS TO WORLD SUGAR WHICH THEY COULD PURCHASE AT A

DISCOUNT IN TIMES OF OVERSUPPLY.



FOR THE SAKE OF INCREASING THEIR PROFITS, THEY WERE

WILLING TO SACRIFICE OUR HARDWORKING SUGAR PRODUCERS, A

POSITION YOU, I, AND OTHER AMERICANS WOULD NOT ACCEPT.

WHEN CONGRESS STARTED WORK ON THE 1981 FARM BILL,

THE SENATE AGRICULTURE COMMITTEE REPORTED A BILL, S.

884, THAT CONTAINED A SUGAR LOAN RATE OF 18 CENTS PER

POUND FOR THE 1982 CROP, INCREASING TO 19.5 CENTS PER

POUND FOR THE 1985 CROP. THE SUGAR TITLE WAS ATTACKED

ON THE SENATE FLOOR BY USER-STATE SENATORS, WHO

INTRODUCED AMENDMENTS FIRST TO ABOLISH, THEN TO LOWER

THE LOAN RATE. ON SEPTEMBER 17, 1981, SENATOR QUAYLE

FROM INDIANA OFFERED AN AMENDMENT TO DELETE THE ENTIRE

SUGAR PROGRAM FROM THE SENATE'S FARM BILL. THIS EFFORT

WAS DEFEATED 61-33.



THE SAME DAY, SENATOR HUMPHREY FROM NEW HAMPSHIRE

OFFERED AN AMENDMENT TO REDUCE THE LOAN RATE TO 16-1/2

CENTS PER POUND, WHICH WAS DEFEATED BY A SIMILAR VOTE,

64-30. ALTHOUGH SAFE IN THE SENATE, THE SUGAR TITLE WAS

KNOCKED OUT OF THE HOUSE BILL ON OCTOBER 15, 213-190.

THIS MEANT THAT THE FATE OF THE SUGAR PROGRAM LAY IN THE

HANDS OF HOUSE AND SENATE CONFEREES, WHO MET TO RESOLVE

DIFFERENCES BETWEEN THEIR RESPECTIVE FARM BILLS- THE

SENATE'S CURRENT MAIJORITY LEADER, BOB DOLE, WAS

INSTRUMENTAL IN NEGOTIATING THE COMPROMISE THAT

EVENTUALLY PASSED BOTH HOUSES OF CONGRESS. THIS

COMPROMISE SUGAR PROGRAM ALLOWED FOR A 17 CENT PER POUND

LOAN RATE WHICH WOULD INCREASE TO 18 CENTS BY THE 1985

CROP YEAR.



