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ALL SEGMENTS OF THE SOYBEAN INDUSTRY ARE DEEPLY CONCERNED
ABOUT THE PROPOSED ACTIONS OF THE EUROPEAN ECONOMIC COMMUNITY AS
THEY RELATE TO SOYBEAN OIL AND SOYBEAN MEAL.

THE EUROPEAN ECONOMIC COMMUNITY NOW HAS UNDER VERY SERIOUS

CONSIDERATION AN INTERNAL TAX ON SOYBEAN OIL OF $60 PER METRIC TON,

AND ONE ON SOYBEAN MEAL OF $30 PER METRIC TON. THE PURPOSE OF THESE

INTERNAL TAXES IS TO RAISE THE PRICE AND THEREBY DELIBERATELY
REDUCE THE IMPORT DEMAND FOR HIGH PROTEIN FEEDS IN THE EEC. THE NET
EFFECT OF THESE PROPOSED TAXES, ESPECIALLY AS THEY RELATE TO SOYBEAN
MEAL WILL BE TO REDUCE THE IMPORTATION OF SOYBEANS AND SOYBEAN MEAL
FROM THE UNITED STATES BY THE EUROPEAN ECONOMIC COMMUNITY.

DURING THE LAST MARKETING YEAR, THE EUROPEAN ECONOMIC COMMUNITY

PURCHASED ABOUT 93 MILLION BUSHELS OF SOYBEANS AND 2,063,000 SHORT TONS

OF SOYBEAN MEAL FROM THE UNITED STATES. ALL OF THESE SALES WERE FOR

DOLLARS, AND RETURNED APPROXIMATELY $500 MILLION IN HARD CURRENCY TO

THE UNITED STATES ECONOMY. A LOSS OF A MAJOR SHARE OF THIS MARKET

WOULD ADVERSELY AFFECT OUR BALANCE OF PAYMENTS.
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DURING THE 1967-68 MARKETING YEAR THESE EXPORTS TO THE EEC

AMOUNTED TO ABOUT 31 PERCENT OF THE SOYREANS EXPORTED FROM THE

UNITED STATES, AND 70 PERCENT OF THE SOYBEAN MEAL EXPORTED.

COMPETENT ECONOMISTS ADVISE ME THAT THE PROPOSED INTERNAL
TAXES, ESPECIALLY AS THEY RELATE TO SOYBEAN MEAL, WILL REDUCE CON-
SUMPTION WITHIN THE EUROPEAN ECONOMIC COMMUNITY BY THE EQUIVALENT

OF ABOUT 60 MILLION BUSHELS OF SOYBEANS. THIS IS THE PRODUCTION FROM

OVER 2 MILLION ACRES OF SOYBEANS. SUCH A LOSS OF MARKET WOULD HAVE

DELETERIOUS EFFECTS UPON THE U. S. SOYBEAN PRODUCER, PROCESSOR AND
DISTRIBUTOR. THE FUTURES MARKETS WOULD BE ADVERSELY AFFECTED.

THIS IS ESPECIALLY CATASTROPHIC IN VIEW OF THE INCREASING
CARRYOVER OF SOYBEANS WHICH BY THE END OF THE CURRENT MARKETING YEAR

WILL AMOUNT TO ABOUT 325 MILLION BUSHEELES -- QVER 10 TIMES THE LEVEL

AT THE END OF THE 1964 MARKETING YEAR.
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IN ADDITION, THE LOSS OF THIS MARKET WOULD RESULT IN A FURTHER
SHARP INCREASE IN THE BUDGETARY OUTLAYS FOR SOYBEAN PRICE SUPPORT BY

SOME $150 MILLION. BY THE END OF THIS MARKETING YEAR, CCC WILL HAVE

INVESTED SOME $750 MILLION IN SOYBEANS —-- UNDER CURRENT CONDITIONS.

REDUCED PROCESSING AND TRANSPORTATION WILIL SHARPLY CURTAIL
LABOR REQUIREMENTS. T KNOW THAT MY FRIENDS IN THE LABOR GROUP ARE
CONSCIOUS OF THIS FACT.

I KNOW THAT THE EXECUTIVE BRANCH OF THE U. S. GOVERNMENT HAS
PROTESTED, AND WILL CONTINUE ITS PROTEST AGAINST THIS PROPOSAL IN
THE STRONGEST POSSIBLE TERMS. THERE IS UNANIMITY ON THIS ISSUE BE-
TWEEN THE VARIOUS AGENCIES OF THE EXECUTIVE BRANCH. EVERY OBJECTIVE
STUDENT OF THIS MATTER KNOWS THAT THIS PROPOSAL WOULD SERIOUSLY IMPAIR
PRESENT CONDITIONS OF ACCESS NEGOTIATED BETWEEN THE EEC AND THE U. S.

GOVERNMENT.
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LOSS OF MARKETS

LET NO ONE THINK THAT THIS AFFECTS SOYBEANS ALONE. LOSS OF
MARKETS FOR ONE CROP RESULTS IN SHIFTS TO OTHER USES AND MORE PRICE
PRESSURE ON THESE OTHER PRODUCTS.

THE MARCH 17, 1969, ISSUE OF FOREIGN AGRICULTURE HAD A HEAD-

LINE ON PAGE 6 WHICH READS AS FOLLOWS: "GRAIN CAP HURTS DUTCH IM-

PORTS OF U. S. FEEDGRAINS." THIS ARTICLE DESCRIBED THE FACT THAT

THE NETHERLAND MIXED FEED INDUSTRY IS DECREASING THE PERCENTAGES OF
FEED GRAIN IN ITS PRODUCTS BECAUSE OF PROHIBITIVELY HIGH PRICES. NOW
YOU AND I KNOW THAT THESE "PROHIBITIVELY HIGH PRICES" ARE NOT WHAT
THE FARMER RECEIVES HERE —-- BUT IS DUE TO THE VARIABLE LEVY SYSTEM.

IT IS MOST SIGNIFICANT -~ AND NOT UNEXPECTED -- THAT THE LEVIED
GRAIN ATTRACTS LARGE IMPORTS OF FEED GRAIN SUBSTITUTES. IT IS MOST
SIGNIFICANT -- AND NOT UNEXPECTED -- THAT CHEAP DENATURED AND SUBSI-
DIZED WHEAT FROM FRANCE, WHICH UNDERSELLS LEVIED FEED GRAINS, WILL

GIVE OUR FEED GRAINS TOUGH COMPETITION. THE EFFECT OF THIS IS SUMMED
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UP IN ONE SENTENCE IN THE ARTICLE: "“SORGHUM AND CORN USAGE FOR FEED,

TO USE TWO EXAMPLES, MAY DECLINE UP TO A HALF MILLION TONS IN 1968-69

WITH THE UNITED STATES A MAJOR VICTIM."

I HAVE USED THIS MOST RECENT REPORT BECAUSE IT REFLECTS WHAT
THE UNECONOMIC AND COSTLY EEC VARIABLE LEVY SYSTEM IS DOING TO OUR EX-

PORT POTENTIAL. THE COMMON AGRICULTURAL POLICY (CAP) HAS HELPED BOOST

OUTPUT OF GRAINS DRAMATICALLY BECAUSE IT UNDERWRITES HEAVY APPLICATION
OF NEW TECHNOLOGY AND ASSURES WIDER INTERNAL MARKET OUTLETS. AT THE
SAME TIME OVERALL GRAIN USE IS BEING LIMITED BY THE FACT THAT EEC TAR-
GET PRICES ARE ALMOST TWICE AS HIGH AS WORLD GRAIN PRICE LEVELS. COSTS
OF FEED ARE EXTREMELY HIGH, EVEN CONSIDERING RATHER HIGH INTERNAL

LEVELS OF LIVESTOCK AND POULTRY.
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CONCLUSIONS -- C. A. P.

THERE ARE BASIC CONCLUSIONS FROM AN OBJECTIVE STUDY OF THE

(1) THE CAP IS HAVING AN ADVERSE EFFECT UPON FOREIGN GRAIN SUPPLIERS;

121_ THE EFFECT UPON EEC LIVESTOCK PRODUCERS IS UNFAVORABLE -- ESPEC-
JALLY THE SMALLER PRODUCERS;

(3) THE CONSUMER DEMAND FOR LIVESTOCK PRODUCTS IS RESTRICTED BY HIGH
PRICES;

(4) FEED USE OF EEC WHEAT WILL INCREASE;

(5) U. S. EXPORTS ARE LOWER AND CARRYOVER HIGHER THAN THEY WOULD BE
IN A COMPETITIVE, EFFICIENTLY ORIENTED WORLD;

6) WE ARE VICTIMS OF AN EEC SYSTEM OF REDUCED IMPORTS OF CORN AND
SORGHUM AND INCREASED EMPHASIS UPON SUBSIDIZED EXPORTS OF WHEAT,
BARLEY, AND EVEN CORN TO COUNTRIES OUTSIDE THE EEC. THESE, IN

TURN, HAVE A DEPRESSING EFFECT UPON INTERNATIONAL GRAIN PRICE

Page 16 of 26
- ¢019_006_007_all_Alb.pdf



This document is from the collections at the Dole Archives, University of Kansas
http://dolearchives.ku.edu

~17=

LEVELS AND THE LEVEL OF PRICES RECEIVED BY OVERSEAS PRODUCERS. AN
IMPORTANT FEATURE OF THIS SITUATION IS THAT EXPORT SUBSIDIES ARE
PARTLY FINANCED BY IMPORT LEVIES. THUS, TO THE EXTENT THAT THE
WORLD CORN PRICE DECLINES OR THE EEC CORN THRESHOLD PRICE IS RAISED,
A GIVEN VOLUME OF CORN IMPORTS BRINGS EXTRA LEVY REVENUE, THUS EAS-
ING THE BURDEN OF SUBSIDIZING EEC WHEAT EXPORTS.

I BELIEVE THAT IN THIS AREA WE WILL NOT GET DESIRABLE CHANGES
UNTIL EUROPEAN INDUSTRY AND CONSUMERS FULLY UNDERSTAND THE UNECONOMIC

AND COSTLY IMPLICATIONS OF THE WHOLE VARIABLE LEVY SYSTEM.

50% U. S. CARGO RULE

THERE IS ONE BARRIER TO EXPANDED EXPORTS THAT WE CAN DO SOME-

THING ABOUT AND SHOULD IMMEDIATELY. THIS RELATES TO THE ENTIRE SYSTEM

OF SPECIFIC LICENSING AND RELATED REGULATIONS INVOLVED IN EAST-WEST

TRADE. I DO NOT THINK WE EXPAND DOLLAR EXPORTS BY MAKING OUR WHEAT

MORE COSTLY BY CONTINUING THE 50% U. S. CARGO RULE. I DO NOT THINK WE
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EXPAND DOLLAR EXPORTS BY REQUIRING IN THE CASE OF FEED GRAINS THAT

A PORTION (NO ONE CAN TELL ME EXACTLY WHAT PERCENTAGE) OF THE CARGO
IS FPIRST DELIVERED TO A DESTINATION IN WESTERN EUROPE. BOTH OF THESE
REGULATIONS (NOT REQUIRED BY ILAW, AND TO MY MIND OF DUBIOUS LEGALITY)
INCREASE THE COST TO POTENTIAL BUYERS.

AS A MATTER OF FACT, I SEE LITTLE NEED -- EXCEPT BUREAUCRATIC
INERTIA -~ FOR THE EXPENSIVE AND CUMBERSOME SYSTEM OF CONTINUED GRANT-
INT OF SPECIFIC VALIDATED LICENSES FOR COMMODITIES IN ABUNDANT SUPPLY
AND WITH OUR CURRENT BALANCE OF PAYMENT SITUATION. THE END RESULT
IS LOST BUSINESS AND SALES BY OUR LESS ENCUMBERED COMPETITORS.

I INTEND TO URGE THE NIXON ADMINISTRATION TO DROP THIS HANDI-

CAP TO COMPETITION BY U. S. FIRMS.
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THIS YEAR IN CONGRESS

THE FIRST SESSION OF THE 91ST CONGRESS IS OFF TO A SLOW START,
WHICH, IN MY OPINION, AUGURS WELL FOR THE COUNTRY AND PARTICULARLY
THE AMERICAN TAXPAYER. PRESIDENT NIXON UNQUESTIONAELY UNDERSTANDS
GOVERNMENT AND THE POLITICAL PROCESSES, AND I WOULD GUESS THAT HE IS
PURPOSELY MOVING VERY CAUTIOUSLY. 1IN ADDITION, MOST AMERICANS, AND
HOPEFULLY THE MAJORITY OF THE MEMBERS OF CONGRESS, REALIZE THAT IN
THE PAST FEW YEARS CONGRESS HAS ENACTED MORE LEGISLATION THAM THE
PEOPLE CAN DIGEST. AS BOTH SENATOR MANSFIELD AND SENATOR DIRKSEN
HAVE STATED, PERHAPS A MAJOR RESPONSIBILITY OF THIS CONGRESS IS TO
REVIEW SOME OF THE LEGISLATION PASSED IN HASTE, TO MAKE CHANGES, AND,
IN SOME CASES, TO ELIMINATE PROGRAMS WHICH HAVE PROVED TO BE COSTLY

AND UNSUCCESSFUL.
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WITH SPECIFIC REFERENCE TO AGRICULTURE, THERE HAVE BEEN VERY

FEW SIGNS OF ACTIVITY IN THE SENATE COMMITTEE ON AGRICULTURE AND
FORESTRY, AND EVEN IN THE HOUSE COMMITTEE ON AGRICULTURE, WHICH IS
GENERALLY A BEEHIVE OF ACTIVITY, THERE HAS BEEN LITTLE, IF ANYTHING,
DONE. SOME OF US ON THE SENATE COMMITTEE HAVE VISITED INFORMALLY
ABOUT THE AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE ACT -- COMMON-
LY KNOWN AS P. L. 480 -- WHICH EXPIRES DECEMBER 31, 1970, AND ABOUT
COMMODITY PROGRAMS FOR WHEAT, FEED GRAINS AND COTTON, AS THE PRESENT
PROGRAM EXPIRES WITH THE 1270 CROP.

UNDOUBTEDLY, P. L. 480 WILL BE EXTENDED, THOUGH AS YET THERE
HAS BEEN NO HINT FROM THE PRESENT ADMINISTRATION CONCERNING ANY CHANGE
IN DIRFCTION, BUT AS YOU KNOW, FARMERS ARE DEMANDING MORE FARM INCOME
AND, HOPEFULLY, THIS ADMINISTRATION CAN COME UP WITH SOME NEW PROGRAM

OR CHANGES IN THE EXISTING COMMODITY PROGRAMS WHICH WOULD INCREASE
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FARM TNCOME WITHOUT VAST ADDITIONAL GOVERNMENT CUTLAYS.

IN MY OPINION, WE SHOULD START HEARINGS LATER THIS YEAR SO
THAT IN THE SECOND SESSION OF THE 91ST CONGRESS WE CAN MOVE QUICK-
LY TO ENACT COMMODITY LEGISLATION. FRANKLY, HOWEVER, THERE APPEARS
TO BE VERY LITTLE PRESSURE AT THIS TIME TO DO ANYTHING, BUT AGAIN
I BELIEVE THE ADMINISTRATION CAN AND WILL SUPPLY THE IMPETUS AT
THE APPROPRIATE TIME.

LURKING IN THE BACKGROUND ARE PROPOSALS TO ESTABLISH A COM-
MODITY RESERVE PROGRAM. ALL OF YOU ARE FAMILIAR WITH THIS LEGISLA-
TION, BUT IN MY OPINION, THERE IS VERY LITTLE LIKELIHOOD THAT ANY
RESERVE PROGRAM WILL BE ENACTED UNLESS SOME GENIUS COMES UP WITH A
NEW AND DIFFERENT APPROACH. THERE ARE A NUMBER OF OTHER PROGRAMS,
INCLUDING FARM BARGAINING, FOOD STAMP PROGRAMS, THE GREAT PLAINS
PROGRAM, WHICH WILL PROBABLY RECEIVE SOME ATTENTION THIS YEAR, BUT
AGAIN, LET ME EMPHASIZE THERE APPEARS TO BE NO GREAT RUSH BY ANYONE
TO MAKE ANY DRASTIC CHANGES IN EXISTING PROGRAMS OR ANY GREAT PUSH

FOR NEW PROGRAMS.
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