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Unitea Séateaisoﬁafibﬂ

T~ ) Conmittes on Finance, ' - -
. ilanhlugfbﬁi.p;ldﬁ;jx‘i’;'L~

it The ocommittee met at 10:30 o'olook a. B.s pﬁrbu;ﬁt ;6: -
0all, 1in room 312, Senate Office Buildlhg; Senator 'ditor:
F. George (Chgirnan) preaiding. ..4

Present: Senators Gecrge (Chalruan);]Bailei. Qerry, 1
Guffey, Johnson, Lucas, La Folletts, Vandenberg, Butler, .
. , Millikin, and Hawkes. |

Also present: Senators Fulbright and capbhprt.

The Chairmen: We have for consideration 8. J. Res. 100.’

(S. J. Res. 10U 18 as follows:)
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The Chairman: Mr. Johnson, will you ocome around,
please, sir? Just have a seat there, if you will.
8enator Butler adviges that you are 1ntorost§d”in,tbil'A
matter and have some knowledge of the practical quoatioh= '.‘ {
involyed, We will be glad to hear from you. |
STATEMENT OF OLORGE E. JOHNSON. |

The Chairman: Where is your home, Mr. Johnson?

Myr. Johnason: Hastings, Hébraokg.

The Chairman: And whom dp you Yrépresent? B .1{ f

Mr. Johnson: I am representing the Nebraska Publio
lrrigation and Power Distrigts, consisting of approxiiatoly.'

a million acres of irrigated land. I also am chief engineer

and general manager of the Nebraska get-up of irrigation
distriots. In additlon to that, 1 am president and general
manager of the Farm Crops Processing Corporation at Omaha

to use surplus orops and damaged oropa. To alciqt in the

war effort, we oonstructed an alcohol plant at Omaha with Doaer

funde of the Defense Plant Corporation. We have been oporatingj
that plant and have produced approximately 25,000,000 gallone
of aloohol, anout 50 percent of which was produced fron AT
dapaged grain that would not have been. used for any other ' ='3;
purpose had it not been processed through the alcohol plant. ,'}

We now have a situation where the Uovernment no iéngor :

needs or at least they do not need at this time aloohol

-

A

from this plant for carrying on the rubber program, as they



have a stookpile that they are dravin? their dnpplios.frOl.
And we have some 50,000,000 bushels of potatoes whioh the
Government has pald for or 1s paying for that are surplus.
#We have worked out a proposition with‘tho Department of
Agrioulture where we can usé gome geven to eight million
bushels of these potatoes in our plant at Omaha and other
distillers are working on the same problem. We oan use . up
these surplus potatoes in making syrup.

Senator baliley: This resolution doesn't relate only to
surplus potatoes. it 1a a general bill.

Mr. Johnson: Xes.

Senator Vandenberg: Where are those potatoes produced;
in your seotion?

Mr. Johneon: There are some 50,000,000 from Nebraska
and there is a surplue in northeastern Colorado and a surplus
in Minnegota, all of whioh is within about a 37 cents per .
bundreda freight rate area: and we can expect to draw our
principal supply from those areas.

Senator Vandenberg: Is there a similar situation in
other surplus potato areas?

Mr. Jobnson: Yes.

Senator Vandenberg: Are these alcohol plants available
in other areas?

Mr. Johneon: The eastern section, I think, 1is going to

be taken care of by the Publiocker plant at Philaddlpbia. -
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1 have talked with gome of thair ;oprélénta%ivén and I know - -°

that they hévo.beon working wiih the béparﬁabnt'bt Agricﬁltuio
on shipping in potatoes to that plant« V ﬂl_ ’
Senator Vandenberg: What aboﬁt the Mi;higan situation,
where we have a large production and a large surplus? 1Is |
there any such facility therat? )
Mr., Johnson: You have an alcohol-plant at Trenton Valley
that should be able to take care of a lgrgo part of thoc‘ o

poatoes but I don't know just what their contaots have been

and what they are doing.

Senator Guffey: Answering your question, Senator, ths .

Publioker bought all the surplus potato. orop in Haine; New
York, New Jersey, and Pennseylvanla. They are going to fréat
them at their plant in Philadelrhia. Millions of bughols
have already been contracted for. My position is that I
want for that concern the same privileges and rights that ave
given to the plants covered by this bill. Tboae'rlghta and
privileges do not exlst in this bill as drawn. 1 upderatand’
there 1is no obJection.

Senator Vandenberg: he would want the same privilege
for the Michigan producers.

Senator Guffey: Certainly.

Senator Balley: Admitting everything you gay, what are
you going to do apout putting the United States into a busi-

ness of this sort, Mr. Johnson?

P YO A

«



Kr. Johnson: We are not putbtng the United Btate. ;.'J.;'
Government into this businoss. Senator. We aro a prlvgto L

corporation. We are paying the same taxps and oporatlng

under the same conditions ag all othor privato oorporationl
in the United Btates. We have this plant leaged the same 8 R

other operators have Government plants leased and iclﬁro

operating the plant under a lease and p;ying the 0§vo?nnont;'A ?g
the lease payments. . L . 'LE

Senator Bailey: The title of the bill veads: 'Pofnit-t; ~{;5§
ting federally owned alcohol plants to produce augéﬁa"br ,7;1 '*j;

sirups almultaneously with the production of alcohol.*
1t doesn't say anything about éo;ohody leasing a plant. '~‘s£

Mr. Johnson: We have this plant leased and ﬁavo had '
since it was constructed.

Senator Bailey: The bill would put the Federal Govern- A”g
ment into the business of making sirup. We have got a great
many surplus plants all over the country. Here is a'plant
that bas been manufacturing tanka, for instance. Shall we
permit the Federal Government to take over that plant to
manufacture fare machinery?

Mr. Johnson: From the time we began operating this
plant the Federal Government has had nothing to do with its B
operation excepting as they have allocated materials to us
for use, which ig the gare proposition that has existed with

all other plants making aloohol. The faot 1e that we have B



been paying tho Fedéral Government appvoxlnatoly 25 poroent
per year of the invostment on that plant as ront.

Senator Balley: That 18 a different proposition fron :
what 1s contained in the bill. The bill permits-the tggorqiiﬁ;?
owned plants to manufacture sirup. ‘ T }

Senator Butler: Senator, 1 don't know who 1s thé;ahﬁhoé::*

of the bill itsgelf, but 1 am certain there is no obJeotlon.oh'*;“”i

the part of anyone to an amendment that would give thetqaﬁb -
privilege to others. | o - ;;

Senator Balley: That is a'uattor of reloaeing éf aollinﬁ, \
the plant. We go then to the question of permitting a l&# . ;}
who has been manufacturing alooﬁol tc have a side line in i
airup. |

Senator Butler: Yes.

Mr. Johnson: 1 think, Senator, that there is quite a bit
of misapprehension or mieundefstanding about placing the

Government in businesgs with these plants owned by the quein~;

ment. | } .
Senator Balley: There 1s no misunderstanding about this y
bill. '» | i
Mr. Jobhnson: It certainly waen't the intention of fho ,Ai
people who drafted the bill to place the Government in businesa j”;?

It e imply was to permit the manufacture of sirup in plants
that are owned by the United States Government. ¥e have.no

objection to making that open to all plants that are manue ) ’{



3=

faoturing alcohol. ’ A
Senator Balley: You have the.;aso iiéuhtipn’whor;‘fﬁo’
Government sells the plant oheap and puts the 9ﬁ1§at; -ahq;'_ 'iL;;
faoturer in a bad position. H; didn't buy his p}aﬁi‘ohoaﬁ.n |
He built it. We have got that problem now in regard to.
the ehips. It is a ditfioult‘quOsthn. IR

Mr. Jobnson: Well, in answer to that etatelpnt}-wofavpff ff

paying a rent equivalent to 25 percent of the total cost of o

the plant for the uee of it to manufaoture sirup. That is "';';j
our present agreement and we propose to continue hnd;r‘our ‘
present agreenent. |

The Chairman: With respeot to the plants that are
wholly federally-owned, you have the surplua property dls-
posal agenclea here now. ls this to get the providionn of
the law ohanged so that you oan make whiskey and this sirup
in the same plant at the same time; 1s that the purpoge?

Mr. Jobnson: That is the only purpose of it, Senator.

The Chairman: That is the only reason why this oo;a -  '§
mittee would have anything to do with 1t.

Mr. Johnson: That 1s the only purpose of the bill.

Senator Vandenbsrg: Mr. Chairman, I would like to ask
Mr. Johnson one further question.

wWhile the bill seems to emphasize elrups, it aleo iden-
tifies the production of sugars. Now, you have a subatantial -

beet sugar industry in Nebraska. ls there any collision

!
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between your proposal and the ordinary ﬁﬁgtr prodﬁoﬁion-;j"
facllities of the country? . ' '

Mr. Johneon: 8enator, we produce 65 perocent augar~siiup.;~ii§

That can be used for most any purpose that you use sugar in’

e
et
s

a liquid where you don't need orystal sugar,'.Tﬁoro.ls a;:.u

a "
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shortage at this time of two billlon pounds a year of this

sirup. We can produce about 10 percent of that shortége in

this one plant.

Senator YVandenberg: There 1s‘a'shortgge of euéai also "3
at the moment. o

My, Jobnson: Yes, sir.

Senator Vandenberg: But that lg temporary and tbiq";

legielation is permanent. What have you to say as to whether

there 1s any collision in normal tlmes between your~pro§oaa1,

and the normal sugar producers of your area who find them-
selves under limitations by the Government in normal tiﬁost ’iff
Mr. Johnson: 4 would say there wouldn't;bo ahy confliot
because we can't manufacture sugar. We can manufaoture |
sirups.
Senator Vandenberg:Does not beet sugar go into sirﬁﬁa
in sore places, or does it! 1 doh't know. ' ' f'Q
Mr. Johnson: It does. Béot sugar 1e used in soft ' ‘}:{;
drinks and for a great many other uses.
Senator Vandenberg: Then you are craatlpg a oompe titor '.":

for the beet sugar industry, are you not? . ey



Mr, Johnson: 1 vouldn'c aay wo .are oroating a oowpotitor

- becauge it costs more to make this eirup per pound of eugav
in the sirup than 1t costs to make beot sugar or oanp augav._3l
8o that at a time when the aituation balanooa out, whoro thero ??;
ia plenty of sugar, we will go back to naking aloohol. '_. ) iﬁ%
Senator Vandenberg: That is a dirfaront atory. Thia is -

permanent legiglation. There 1s no liritation on,tt. “Le

therat ' ' ﬂlj'”i,:?

The Chairman: Né, there is not. .
Senator Vandenberg: L would grant you that at tho lonont'
thig competitor factor would be of no morent but 1 would think i*
over the long haul it might be a very lmportant competitive :
factor. At any rate, i would like to know~a$oht that. o
Mr. Johnson: Well, the way we have considered this biilri =
1s that we would be making sirup for probably two years. W; A
don't gee that there 1is going to be any surplus in eirup at
least for two yeara. _
Senator Vandenberg: Then you wouldn't objeot to havlng .%
the legislation expire in two years?

Mr. Johnson: No.

Senator Bailey: 1 think before we approve it we should .

hear from other concerns.
Senator Vandenberg: I do, too.
The Chairman: Are there any further questione?

Senator Balley: #e all know that there is one thihg.ceru



taln about sugar and that is that there will be a surpluou
soon as we get into noraal peace -time qbndltloho{'Sugiéf;iifi:a
go down, too, thréo or four cents a pound. That 1qun§‘o?; fg;}i;;
the troubles about sugar. .

The Chalrman: You mean in the world markest?

Senator Balley: Yes.

The Chalrman: But we don't make enough cugaf'fgr oﬁr'i :
dormestlc market. . 4

Senator Bailey: VY¥e never have.

Senator Vandenberg: That depends upon what you oall-ouy
dorestic area. If you take in the Hawiian Islands and the 1:}
Philippines, we make a lot of sugar. ‘ ‘f"_§j{

The Chalrman: MKr, Johnson, as 1 underatand this 5111.
what you want to do is.to get the law so amended that sirup
and sugar may be made in the wholly-owned federal pliante
conourrently with the making of alcohol?

Mr. Johnson: Yes. We have no objeotion to atf;klng
out the word "sugar®.

" Senator Butler: Mr. Chairman, this was the outgrowth of
the probler that facud ug in the handling of the surplus
potatoes. Arrangements were already made for tholoonvoraion . {3
of the Umabhsa ﬁlant, and 1 think quite a nuxber of others, |
for the use of some surplus potatoes for the produotion of‘sugar.}-z
After they got about so far, they ran into the provision |

whareby the manufacture of sirur ie prohibited in the dig-



tilleries. Thia wase propp;ed in order. to 19&911%0 the *i.f
pmanufacture of sirups. I think a temporary arrangement is s '.‘
Just as satisfaotory. ) ‘

Senator balley: You are one of the sponsors of tgo
bi111

Senator Butler: XYes.

Senator Bailey: Do you have reference to sweet péfatOOI
in the bill?

Senator Butl)er: It would apply to any surplus grain.

Senator Bailey: ¥ell, make it perwanent, put us up a
whigkey dletillery down in North Carollna, and 4 will do a . .
land office business in sweet potatoes.

Senator Lucas: Your potato crop is an emergenocy orop,
is 1t not?

Senator Butler: Yes.

Senator Luocas: Unleas you got this legislation immedigte-
1y, you are going to lose, as 1 understand, a good many million
bushels of potatoes, unless gomething can be done with them?

Mr. Johnson: That is right. Thers ig between 50,000,000
and 60,000,000 bushels of potatoes now that the Government
has purchased and that 1s in exoess of any storage faclilities
that we have in the United States.

Senator wLucas: 1 worldn't put the Government in oompeti-
tlon with private concerns but if it is a temporary arrangement,

perhaps for a couple of years, in order to take oare of a



perishable crop, why, it seems to me that 1t is’ Just and ;
wise legislation. Esgpeolally -- I don't know nuob about N ';
1t -- but espeolally in view of the need throughout‘th; w&vld..;;%
ag 18 sald, for this partloular produot. I'don' t. think we - %Lﬁ

should hold back for a moment and not povnit thes“'pqtatooq ; Sl

to be veed in this way if this 1s the only way'thiy can;ﬁa'
used. o '
Mr. Johnson: We are faced with this addltisnﬁlfﬂ$"&d‘ E -;2
tion. we have had freezing weather in Nebraska and wotterh'r
lowa, down to 21 degrees. TWe are going to h;vé at loast 25 ~;if$
percent, in that area, of soft corn, that must be novod aoon.,
That 18 coming in on top of these potatoea. Now. tho plant
at Omaha has twe lines of productlion. We ocan run alcohol
from the corn and sirup from the potatoeé. Peoplo'iiko
Publicker have several lines of produotion. So unioss wa‘_
are permitted to make sirup and alcohol at the aame tiﬁo. .iié

it means that you rust go a hvndred percent froi one to thq'

other, . You don't have the Opbortunity to carry along ybwl

customere and you lose your business by going into a. different .

v E
line. You loase your alcohvl businese when you go 1nto the '} fﬁ;
sirup line. .gi

8o 1t is a questlon, in order to get into this proposi- j%
tion and handle it economiocally, we should be permitted to . '@§
make both sirup and alcoholin the plant at the same ¥1hi. fi

Senator Vandenberg: Is your 50,000,000 surplus figure gi tﬁé

. “x.‘
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"handl ing potatoes in tho Dopartnont ot~Agricu1tura : A'i '5.5if

i
g
~

national riguro or 1a that a regional figufo?

My, Johnaon' That is the riguro givon na by tho pooplo

Senator Hawkes: L have a later figuro.k Thoro wao

& crop 443.600.000 bushels of potatoes, which left an'ahso; :

lute surplus of 60,000,000 bushels.
8enator Vandenberg: That is a national figure? . i SR
Senato: Hawkes: Yes.
S8enator Vandenberg: That ia wbat 1 was talklﬁg abéut. a
national figure. ‘ . SN

Senator Hawkes: That is the national over-all figure.

Senator Vandenberg: Isn't there some other arnangoloﬁ§;>_
for' taking care 6f the surplus! Has notrlf.‘ﬁehuan'agreod .
to handle gome of 1t7 B

Senator Hawkes: He has agreed to put in $5,000,000 iffA:
out of UNRRA if he gets the money from Congress and tpati
$5,000,000 will be the total ovo?-all for the purahaﬁo of ?gjé
potatoes, tre transportation and the purchase. »

Senator Vandenberg: How many bushels will that bet

. “
iove e

Senator Hawkes: That wouldn't be very many. What thsy
are trying to do is this. TheGovernment has the support priop.f,
The Army has got the contracts which they have canocelled f&r
the dehydrated potatoeas. They have got to pay a oertain anoun§
in the cancellation. The Secrstary of Agriculturs, the 8eore- :

tary of War, and UNRRA are working together to see how much eaoh -

: . et
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‘Department will have t§ pay and.at; trying to fif'tbif”ﬁiéiij‘
thing into the pléturo. 4 heard ye@ferdby,\ttou tho;ﬁ06}§§i$j
of Agrioulture, that Belgium, for inatance, is ihyéfogf;égidrf-ix
20,000,000 bushele of potatoes. You were there, Ho;éf{ ;ﬁd;pé
Xnow about that. . | A
8enator Capehart: Yes. SHE
Senator Hawkes: Twenty million bushels. Now, I think 1;??2,

lwlll be a crime if we let this foodstuff, in a aiavving .
world, be frozen or rotted by reason of 1nerfgot1vbrudthod§'l

of preservation.

I came in, Mr. Johnson, as you were talking about the = =

c0ld weather in Nebraska and lowa. Well, we are always

1likely to encounter oconditions of that kind; We have

11,000,000 bushels of surplus potatoes in New Jersey. f@é :
growers were urged to plant potatoss. Now, that 1a‘ihor; ,‘}é
the dehydration process comes in. We ate dshydrated potatqbs"" %
throughout Europe. All those potatoes we had, Homer, in "‘.3;
Europe were dehydrated. They are all right. They are a -
1ittle dark on acoount of oertain things in the water bécr

there, but they were not bad. And they are a foodstuff..

e AL

So that 60,000,000 ia the over-all pioture.

Benator Vandenberg: Has the dehydration of potatoes
stopped?

Sanator Hawkes: Yes. The contraots were all cancelled.

As a result, 1t left these people high and dry.



Senator Vandenberg: I don't knovlwhy we shouldn't ‘ppi@g ii
priate potatoes instead of money to Europ;. :
Senator Butler: The Beoratary of Agriculture has séi@
that every place they offered potatcoes in EurOpo)'ﬂnd"ilﬂﬁ’
where, they were turned down. They say they havo'All'thO" .
potatoes they want. ,

Senator Hawkea: They say they have an inquiry for
20,000,000 bushels from Belgium now. I think it ﬁbéld SQ a
orime 1f we were to let these potatoes freeze and rot and
then wake up to find out that a starving world necdis food-
stuffs.

Senator Lucas: That 1s the point 1 had in mind, It is a
perighable crop and it seems to me that we ought to take
extraordinary measures to save 1it.

Senator Guffey: The surplus potatoes in New Jersey oan
only be sold to the public. They have ocontraoted to take
only about 100 cars a day.

Senator Hawkes: Did that happen recently?

Senator Guffey: Yes. They have no objeotion there to
the bill but they want the same privileges of making aloohol
and sugar.

S8enator Hawkes:  Aloohol and sugar 18 foodstuffas.

I am not talking to that point. The point I was trying to
bring out was 48 to the latest pioture as 1 have itf

Senator Guffey: 1 think your filgures are law. They are




- compared to the. 'reigures I heard yesterday. 1 wlll'._bhéolg n‘hio._‘;?;_

The Chairman:; Buppose you come nvound}‘ﬂr: Berkshire,

and we will 8w what the attitude of the Treasury is on this. .

' STATEMENT OF STEWART BERKSHIRE, - . .
™~ N DEPUTY COMMISSIONER, BUREAU OF INTERNAL REVENQE.
The Chairman: Mr. Berkshire, you bave read ﬁho:roaolu; .

tiont . | : ‘ B _ ‘

Mr. Berkshire: Yes, sir. R
The Chairman:- What is the prevent law, ' Just tell 3 that?

Mr. Berkehire: ' The pregent law, 2891, 1 think, of the

Internal Rovenue Code provides ,ofher business may be conduoted .
on the distillery premises than that of distilling alébhol 5 ‘:"{
spirite. 4 : 5’};

The Chairman: What are the distilleries talked of in ¢

thia resolution? ¥holly federally-owned. . v~‘f‘ f;
Mr. Berkshire: Well, that would inolude three plants. .V : ‘
The Chairman: How many have we got and where are they? |
Mr. Berkshire:: Crops Procesaing Corporation, Ol_aha.— '“
Nebraska; Orain Processing Corporation, Iuocatlno._lowa; ) ,  jﬁ'
and the Natlional Distilled Products Corporation, Kansas City.

The Chairman: Those are the three distillers?

Mr. Berkshire: Those are the three plants. : : '-'1._-’
The Chairman: That are wholly rederally owned?
Mr. Berkshire: I understand they are and that they have

c .

been leased by theess three ooncerns.
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" fhe Chairman: And who owns them? o 3'52{

Mr. Berkshire: The Fod.rsl Governlent owmns tho property

and built the plante and leases them. That 18 ly gonoral;
understanding. ' . P

The Cbairman: Do you know what agenocy, tbrouéh ib@t o
agenoy, they bullt them?

_Mr. Berksbhire: Defenge Plant Corporation.

The Chairman: Have they been declared surplus?!

Mr. Johnson: They have: not. |

Mr. Berkshire: As I underatand it, they haxg‘qaroly
deolared that they didn't need the amount of alcohol that (
all these plants were capable of produoing. ‘

The Chairman: But they still wish to retain them?

Mr. Berkshire: I ocan't answer that, sir.

Mr. Johnson: Our purpose 1s to work out thie sirup

proposition along with the manufacture of alaohol and pur-

chase the plant at Omaha. That ia our purpose and has been: |

%e fesl we will bs in position then to purchase that planc.'

Senator Vandenberg: Have you a purchase contraot? '

Mr. Berkshire: We have an operating purchase contraot,

yes.

The COhairman: What is the existing law! lg the éxief-
ing law that no other business oan be carried in any pl@qo
where alcohol 1s madet?

Mr. Berkshire: Thls statute was passed:




*No person shall use any still or other vbiépl'f6r3~g

the putpose of dlstilling in any'diollingAhohab;"‘",;L,' B

any shed, yard, or snolosure oonno¢§bd‘with any :

dwelling houge, or aboard any vessel or boat or any

bullding, or on any premigea where besr, lager heeér,

ale, porter, or other fermented liquors, vinogaf

or ¢ther are wanufaotured or produced, or where sugars

or sirups are refined. "

In other words, since that law has been in effect a
distillery or an industrial alcohol plant has never %ooh'por-
mitted .o be used for the manufacture or production of any

other article eimultaneously with the production of spirits.

Now, there 1s nothing to keep this plant from manufactur-

ing &l11 of the sirup they choose to manufacture. ﬁndor the
present law they may not manufacture sugar and sirups simul-
taneously with the manufacture of aloohol. That 1g the only
point, I take it, to this statute.

The Chairmsn: Does that statute refer to the governwent
itgelf? Does the government use any of these plants for
the purpose of producing alcohol for synthetic rubber or for
any other purpose? .

Mr. Johneon: These plantas were bullt as a part of the
rubber program. That 1s, the three plants in the Middle West.
Expansion was done on a large number of private plants.

In fact, a great many of your private plants are 80 pergent

P
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\ownod by the go#orn-ont. That waas done for the purpoqo‘or

inoreasing the aloohol produotion 500 percent ror war pur~

poses. The recommendation was made that these now planta SN

be construoted 1n the lMiddle West where surplua agrlpultugal;;i

orops oxlnfed 6o that they would be available to take qaéq
of aurplus agvioulturai orops post-war.

The Chairman: But the plants wers not operated vy
the government? ]

Mr. Johnson: They have naver bsen operated by the
governaent. They are operated under contract with private
oorporations.

Senator lucas; What amount of aleohol are you produc-
ing at the present time in your Omaha plant? ‘

Mr. Johnaon: About 175,000 gallons a day.

Senator Lucag:  What will happen if this iegialatioﬁ
isn't passed?

Nr. Johnson: We canwntinue to make alocohol.

Senator Millikin: Did I understand the witness to sa;
that he can also make airupt

Mr. Jobnson: Yeas.

Senator Luocas: But you ocan't make alcohol and sirup
simultaneously?

Mr. Berkehire: That ie right.

The Chairman: iwhat is the position of the Tioaauvf on

the resolution?

et e
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Mr. BorXehire: The Treasury has always felt, the
Bureau of Internal Revenue has alvayé felt that it 1s dangere
ous and that it ia 1likely to jJeopardize fho colleotion of
revenue 1f simultaneous operations are permitted, that our
manner of proteoting the rsvenues is such that it would oolf
plicate our collection considerably. We have gaugers in
the plants whose business it 1is to supervise the produotion
from the entry of the grains, from the time that the grain
enters the plant, goes into the system, until the spirits
come out, One of the ways for ochecking a plant like thig
for the amount of alcohol which they should be produoing 1e
to know at all times how rpuoh grain is going on the premises,
80 that we charge ther with that grain, and we know that the
graln is capable of producing just so much spirits. If there
18 a great variance, thorolgenerally 1s an investigation.

In other words, it 1s one of the ohsoks. It would oom-
plicate supervision to have different types of uanuf;oturlns
at the gsame time. So that alwaya heretofore if they wanted
to uee an alcohol plant or distillery for some other purpose,
they merely close out the aloohol business, they drain the
systom of the aloohol and take it off the premises, and
sozething else 18 manufaotured for a month or week dr two
weeks, or any time they might eee fit to produce aome other
artioles. Then they comeé back and bond their proniaes.again

to be reopened as an aloohol plant.

e - " e s
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Certainly thbis would be a dopaiﬁuroifﬁom‘aﬁfth}géﬁfh@f'

we have ever known and we aro'trankly'afrﬁiq of‘ififfltfiitifg "f3

a step in a direotion that we think might Jeopardize the . . @

revyenue.

Benator Lucas: You are afraid.’ of 1t from a revéenue N

angle; 1is that right?
Mr. Berkshire: That is right. R
Senator Lucas: You mean you will get more money from .

R

a;cohol than from sirupt

Mr. Berkshire: The government wouldn't get any money .. '
_from the sirup, that is right. We certainly have no purpose V..

in wanting to hamper auch a proposal as this but we boliqv.;i¢f,

that ifthey want to use these plants for the production of 'f

other artioles than spirits and taxable articles, that they .. -

shovld not do it eimultaneously.

5

Senator Lucas: The Treasury ie not interested in laviﬂg; };é
perishable orops? N . ;f
Mr. Berkebire: Yes; but we are rOsponsgﬁlo for oolleote Eg

ing over a billion dollars in taxes a Yyear th;bugh %hoci . ,%
plants, these and others. That 1s our job, certainly. ' Ef
It 1s from that polnt of view that I am viewing this whole ’ ?éf

thing, naturally.
Senator Hawkes: Mr. Johnson, can you enlighten me on
the process in producing the sirupe?! Do you go tbrdhgh,, .a

the aloohol s tage to get the sirupt-

-
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- malt to ohange the starbhes to sugar or eivwyp and 'thon-'\t.o

Mr. Johnson: In the manufacture of aloohol wé use }

"put in yeast and‘toi'-ont the-girup into aloochol. Now, i’_or

this step we use a different system. We don't use lalf;

We use an enzyme that. changes the starohes to a sugar sirup
and for that purpose the only additional oquipnoni}hp'niod
to inetall is filtering equipment to filter out the solids

whioh go on for feeds. We purify the sirup after it goes’

through the first four stages of evaporation hefore we con-_

oentrate it into eirup.

Senator Hawkes: Then the government will get no réionhor

at all in the produotioh of sirupt
Mr. Jobnson: They get the revenue from the potatoes.
Senator Hawkes: But not from the aloohol?

8enator Butler: Tax revenue.

Mr. Johnson: They get no revenue from industrial aloohol ~

elther. They only get revenue from aloohol produced for
beverage purpoeea. Up to date we have produced no aloohol
for beverage purposes in Omaha.

Senator Millikin: Then what is the intereat of the
Treasury in your partiocular operation?

Mr. Johnson: We may be producing bovorago'aloobol and
then the Treasury, as Mr. Berkshire said, are interested.
They have men in the plants regardless of whether you are

producling alcohol for beverage purposes or just aloohol.

s
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Thoy cheok. tha industrial aloohol plants jutt as oarotullr 5”?3{:

as the other plants to soe that none of that aloqhol got.  1 o
away ‘and 1s being uqod for any other purpose sban_ghat royg T
which 1t ie made.  v . .:' o
Senator Millikin: Would it be practioal £of you to Fo RS
in and out of bond, make sirup for three uonthi.;ﬁd go out»' ._'
of bond for three months, if you want to make whigkey aloohol ;:;
€0 baok into bondt Is that a practioal oporatlont ‘
Mr. Johnson: For it to be economical to operate, and
also to be practical, it s important to us at this time,
1t ie necessary; to be able to make both aloohol and sirup
in tho saxe plant, beocauss we go into the clrup bueinela in | 3
proportion to the selling of the sirup and we go out of it ’
in the game prOportion. and wé arve able to laintain our
oustomers on the aloohol production. If we out it off en- -
tirely, someone else plcks up those customers on the aioohol\
production in the meantime. Then when wo'get out of tho siiup ,
business we are through for a while. 7 S
Senator Butler: This whole question of tﬁo lanufdotugq
of girup from surplus potatoes resulted bacause the government
quit taking the amount of alcohol that would keep ybur plant -’ )
in operation; 1ls that true?
Mr. Johnson: That was part of it, Senator, but the laln{ o
reason we want to make the sirup is beocause there - is a tre-

mendous shortage at this time and the Department of Agriculture
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in suprlying these potatoes wants them used for the manufac-.

ture of sirup instead of aloohol. They want us id.gét“ihto
the manufacture of aloobol as quick as possible. We oan use’
60,000 bushels a day and make sirup and oan also go into -
thie eoft corn situation and use about 1€¢,000 buaholl of

corn a day and wake aloohol cut of it.

Senatéor Millikin: How many alcohol plants ave thorﬁ, .

.

private and publlo, over the United 8tates?

Mr. Berkshire: Reglstersd distilleries and industrial

aloohol plants, 200.

Senator Millikin: They are all under your auporvlildnt.,_

Mr. Berkshire: Yeas.

Senator liliikln: I gee.

Mr. Berkghire: The law imposes the same roeponsibility
on the Bureau of Internal Revenus to supervise the produotion
of 1ndustrial aloohol as it does beverage aloohol, leroly
to ses that it 18 properly used.

Senator Millikin: It has been suggested that the bill
ought to be widened to include privately owned aloohol pro-
ducing plants as well as governmentally owned plants. I was
trying to get at the ascops of your problem. |

Mr. Berkshire: That is what we fear. I1f it was these
three plants and no others, the situation might be dif:oront.

But 2 do not see how you can dlstinguish between these three

plants and the others. 1 don't see bow you oan -tob‘pornltthg )

PESEER
e
P

- -
IS

- a.
A '

R P
o

ORI
IR AP A

'

e

A
AS

R ot

ST e e



the operation in all the dietilleries, and we are very fearful '

that it would be a dangerous step.

Senator Balley: Mr. Chairman, 1 am sorry that 1 have fé

leave. You oan vote me against this proposition in any
shape or form.

The Chairman: All right. We do have aome nomlnations,

Senator Bailey: I will be for them if you are for them. =

The Chalrman: All right.

Senator Hawkes: Mr. Chairman, I would like to ask the
witness this questlion: )

If thie bill were passed and you were allowod‘to use
potatoes, at what price woulA you buy fbo potatoal.'at tﬁo
full price or the parity price, or what?

Mr. Jobhnson: Well, it takes four bushels of potatoaq
to equal one bushel of grain to make either aloohol ér sirup.
The pregent contracts, whioh have been submitted to’uo'bopf
tain a provieion of 55 osnts a hundreﬁ pounds for the pota-
toes, which would Le equivalent to $2.20 a hundred for giain.‘

Senator Hawkes: How muoh would that be for potatoes
per bushel, do you know?

Mr. Johnson: Well, of ocourse --

Senator Hawkes: What is the going prioce of potatoes
today per hundred pounds?

Mr. Johnson: The golng price varles considerably. We had

at Kearney, Nebraska a reduotion of price of $1.60 a hundred

PP



in one day. 7
denator Hawkes: That wul‘boOausé of surﬁl&afdohditlbnct

Mr. Johnson. Xol. and tho raot that we had.a 1lt6

spring. The oarly potatoes ran into the harvost of tho

" late potatoea. ‘The’ oagly potato‘haa no support prioe and

consequently the rariov hAevthgn.on hia~hdnd¢'to diepose of.

That 15 in addition to thla 60.000.000.

‘Benator Hawkes: What would tho farmer think -- 4 havo'f':;f

been listening to what he thinka, 1in anothor compittes ---
on this otato surplus vhat would the raruov think ot the
prico that you are able %o pay to convert 1nto sirup? .
¥ould the fﬁrnor come back on the governmant to pay the dif-
ference botwoén the parity guarantee aﬁd the priocs you ooula
afford to pay? That is an important ltél. .

Senator Butler: You buy your potatoes frok tho govorn-
ment?

Mr. Johnson! .Xoa.

Senator Hawkxes: Then the government would haiq to take
theu off the farmer's hande and 1011 them to you!?

Hr. Johngon: Yes, air. The govornnont pays this lupport
price in the form of a loan. The farmer has his ‘woney. The
government has the Job of disposing of the p@t&tOQQs “

Senator Vandenberg: It looks to me that this 1is l&lbly
a quesation of whether or nét this 18 tho only way %o talidve

the potato situation.




Senator Yandouborg. 1 understand theére 18,4 v;tnnl

‘tron the Doparcnont of Agrloulturo. i think,. tborororo; :;{

 that is the place to get our ballo information al to whoﬁhor?ﬁh ﬁ?ﬁ
or not this is the only way you oan’ tako.caro of-tbo potlto *;:ﬁ

I T T .
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'éanatof ‘Quffey: "Potatoss owned by ﬁhé«géviiﬁuoﬁf:ffj:'"
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situation oy whether or not there aren 't better ways to taxoil’
care of the potato cituation. ‘ ~T';, : ?3
The Chairman: We will get to him, 8enator. o
Senator Hawkee: Mr. Chairman, may I bring out'th;a
point, which bears on the point Senator Millikin bgéﬁébﬁiéutA
a woment ago, and which I think i importan t? ‘Youibavo a
contract with the gﬁvernlonc under which you ocan buy'fhia
plant, is that right?
Nr. Jobnson: That is right. ‘ ' A‘~. f’ﬁ
genator Hawkes: Then if you exerclise that sontraot A
with the government, t hat plant becomes a privétoiy'owncdk
plant; does 1t not?

Mr. Jobnson: Yes, air. ‘

Senator Hawkes: Then why wouldn't every other privately:

S RET e e PRI

owned dletillery in the United States want the aau§ position .
established for 1t as ie established for your plant?

Mr. Johnson: 1 think they should have it. For inatanc§ -
the Publioker Corporation have $12,000,000 of their piant :
oonstructed by Defense Plant Corporation funds and in laigO'j_ A;?

part the expansions to distilleries have been ocarfied on by
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~DPO r.onoy whioh ie govomont money, and thp RFO now otmd

Apﬂvat‘o hands is a question of keeping them in operation.

that poruon or the plant, which they are a.nxloun to 0011;

and in a groat nany tnstances the operator 1is mxious to ‘o L

buy.
80 that the proposition of converting these plants to . . - 4

Senator Millikin: Mr. Chairman, may I agk a question,
please?
The Chairman: Yes. Senator Millikin.

8enator Millikin: Is there any complaint by the operators:

of tho other privately owned plantes that theae rollows oporat-
ing undor government leases, and who hope to buy thoco plnnta
under purchase contracts, are getting thelr plants at an . ’ -5;3
unfalrly low price, thug working d:sorimination against the S
existing rellows?

Mr. Johnson: No. We are paying a muoh higher rate for
the use of those planta than the oarrying ohérgd; Qn any s
private plant. We are actually paying practiocally és peroent
of the cost of those plants per year, and that is wartime | "5
oosts, as rent. L ] T

Senator Hawkes: You would buy it 1f you covldt

Mr Johnson: Yes.

Senator Hawkes: What Benator Millikin wanted to kéov. b {
think, 1s this: If you bought them, would you have the plant :,f

on a lower basis than the people who built their plants and
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would you be in oonpotition with thont

) indloatos tbat we would havo thls plant with tho enli a.ount "Q;

_axoocaive during wartime and up to the proaont time tht BFO

-oent on buildings.

Mr. Johnson* lo haven't seen anythlng yet 1n the way ot»,“

i

a proposal and in the agroolont we have to purohaco thqt

of money that the private companies have. Tho ooltl *ould bo

.'-s
has taken no eteps toward roduoing the saleg prioce ot tho *‘,”}3

-plant below cost, after taking oft doprooiation during tho

Oporation of the plant.
Senator Hawkes: What 1s the rate of depreciation? - 7
Mr. Johnson: It ia 12 percent on oqu;pﬁont and'ﬁiﬁor. -

~

Senator Lucag: W1ll your plant oontinue to run whether

you get these potatoes or not? B

Mr: Johnson: Yes.

8enator Lucas: Full foroe?

Mr. Jobnson: No, we will have to drop dowh to about

60 percent. ‘ s
Senator Lucas: How many men do you employ now? , ~'¥
Mr. Jobnson:  480. ' i i§

The Chairman: Any other questions? A

Ia there anything else you wigh to say., lr..Berkabirot.
Mr. Berkshire: Nothing elae. -
The Chalrman: All right.

As T understand it, in taxing the revenus by this :



: etatute. 1t is a mere queation ot taxou, a quoction or undor-> 4
i nining the whole systont ‘ B ',: R "
) lr. Borkshire; !oa. olr.- . | ‘7'
The Chairman: In other words, it 1s what yoﬁ ndy‘igbi'
Af you relax this regulationt | |
Mr. Berkshire: All of our rpgulations}arb_bﬁl}tl&n

this astatute upon this plan 6f auﬁorvisidn.f ALl ‘of them .-

preclude the operation of any other business.: We have bad
a movement on the part of the roqtiflorQ,to make Coos quh ‘ 1
in their rectifying plants. This len't new. . 1z:ﬁaé,hdfié 'f_77
been permitted. i R 'A-  - ‘
Senator Lvoas: You oould handle the three planfc but’

On
by

when you get into all of them, a couple of hundrea nofo{.thiﬁ ‘

you would have a tremendous administrative dirfidﬁlty..ac

well as tearing down the system? . S . ' . . :
Mr. Berkehire: That ie what we fear. If we ooﬁi& 1imit )

1t for a limited time, to two or tbrgo plants, ehgt woulhnpov.}lﬂg

one thing, but thie 18 broad enough to perait tho'produotiqp ‘.”<;

of anything or use of any articles for the produotion of

sirups, and if you onoe permit the manufacture of one artidlo '“?ﬁ

it opens the way for most any manufaotuvring opora@ion{:

The Chairman: We have Mr. Farrington here.

Senator Butlor; May 1 agk Mr. Johnson another question,-
Mr. Chairman? '

Mr. Johnson, you say you oan oontinue operating at about




half of tbe oapaoity ot tho .plant on alcohol 1t th&s avranso-i”ﬁ

mont isn't made.Could you go exolusively to it. oould you uuo}f

'

your plant economioally 1f you went entirely to dlatllling

potatot.l

Mr. Johneon: On acoount of the unloading faoilitiea, we '

would pnly be able to opofato the plant‘at not rore than 60
peroent ocapacity on potatoes. " .

Senator Luocag: If you ocan only operate thiq plant on a
50 percent basig for alcohol purpos es and this leglislation
ahould be conaldered as emergency for a perlod of two years,
what 1s going to happen at the end of two yearst OCan you
afford to take over this plant on the basis of & 50 percent
opsration? »

Mr. Jobneon: If we oan get into the sirup business
during thies tremendous shortage, we feel that ygvoéh pay a
.substantial part of that plant during that period.

Senator Vandenberg: If 1t 1@ limited to two years you

will probably be down at the end of two years asking us to .

add a oouple of more, won't you?

Mr. Johnson: Not unless there is a shortage on sirup-

that would Justify it.

The Chairaman: Mr. Farrington.
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STATEHENT OF MR. CARL FARRINGEONo

DIHEGTOR, GRAIN BRANGH, DEPARTMENT OF AGRIGULFURE. . i

The Chairman: Mr. Farrington, you are Dxrootovlét Al_:ho- '
Orain Branoh of Agrioculture, are you! A' A

Kr. Farrington: Yes, sir. I am Direotor of the Grain:
Branch of the Produotion and Marketing Adnlnictration ot tho' '
DOpartuont of Agrioulturo B

The Chairmsn: You are familiar with thlolRilolutidﬁl

Mr. Farrington: Yes, sir; I have studiled it.
The Chairman: Very well. We will be glad to havo l

statement from you as to the purpose of it and the situatlon

as 1t now exists.

Mr. Farrington: I would like to say in the beginning, e

Senator, that we have not oleared our position on thlnﬂréso-‘
lution with the Budget Bursau and do not know what the rela-
tionship of thie nay be to the President'g progras. We paﬁ :
only express the interest of the Department of Agriouituvo
in thla proposal as it relates to programs that we are
oarrying out.

Senator Vandenberg: You are in the same fix as ir.
Molotof 1s in international affairs?

Mr. Farrington: There are three things that bring this
very much to our attention and: we would like %o present

our views on thoge three propositions.

Firgt, the potato situation whiob you have been disbu.nlng:?

RPN



; © A8 has boon 1ndxo;ted. thero appears to bo a suvplul ot

‘and in part to the ouetlng off of tho dohydration oontraot.. ,. i

at announced support prices any quant1t1oa of potatoec tbnt . R

many ways of handling the surplus pbtatooo.- The Bonatbé \ ;.ﬁ oo

New Jergey and the New York area in ordor to oevry out tho S R

tirty to slxty ullllon buahole of potatoaa from this yenr s ,»f

orop, due in part to tie high yields that ‘have. beon Obtainod._hg

and othar reductions in demand tbat have ocourred.
Tho Chairman: Dose the governwent own that aurplu;rl'

lr. Farrington: The government is obligated to ﬁhroh&uo ul;;;

may be offered to it and in the normal course of evonts L

would become the owner of the surplus. We are trying .
from New Jersey knows the extremes to whioh we havo gono 1n

comzitments to the farmers. The potatoes have been paid g '_": o
for and many of them will rot unless we oan find igmediate
outlets for them. We are purchasing to the maximum support.

possibility but L don't balleve that we oan depend on that

tae » T

A oaepdtr s Tl s e

possibility to take care of the surpluses in {ime. Other - e

geans are being used. Of course, relief outletas aro:bo;ng

s ‘; >

pushed tc the maximum at all times.

Senator Hawkes: Mr. Chairman, might I Just ahd tﬁi- q-;ys
there! I think you made a very falr etatement of the s&tuationin'”
that the biggest problem in conneotion with the potato orop
surplus is to find some way of preserving that foodstuff in.

some form, so that we won't wake up with the world starving



';-;and bayo it be aaid that we fallod to do the right thing at
the rigbt tilo. That 18. to my way or.thinkang{ the\igj».:¥

' portant thing. '
'.lr. Farrington: Ios ' .
Benator Vandenberg: That being 60, why has dphydration :"'
stopped? ' . e K
Mr. Farrington: The Arny didn't feel that thoy lhould :4;;;"

go on with their contracts.

s'““°’ Hawkes: May I add that Seoretary Pattorsbn ;: S

yeaterday said he had no alternative, that the law ltsolr
sald that he had to stop these contraocts when the war was
over. He had no alternative. | ‘

8enator Vandenberg: That is not my question. My ques-
tion 18, why ien't dehydration one of your first recourses
in meeting the surplus problem?

Mr. Farrington: You do incur a subatantial expense-:
in dehydration, 1 understand, although 1 am not an oxpért
in this partioular field. I understand that the cost of 4
dehydration is Just about the same as the oosf of'potatOOC ¢
originally paid, so you have a substantial cost. ‘ #

Senator Hawkea: That 1s the point I want to make for -
Senator Vandenberg, #o that be will underatand what I mean, :,;
and that is theres i1s no authority to go ahead with the .
dehydration because there isg a very substantial oxpenoo.

The Chairman: The Beoretary of Agrioculture oould go . 35
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ahead, or somébody elde, if that was .the prépot*igrfof
1t.

R
[

Go ahead, Mr. Parringfon.

Mr. Farrington: The second matter that 1 would 11ke %o -

we will have large quantities of soft corn that we may find
1t neceasary to ask the aloohol plants to bmdlo.' '

Senator Butler: More than usualt

Mr. Farrington: Yes, sir; I think there is a prob'ability

of there being more than usual.

8enator Butler: Due to the late pla}nting and the e_o.rli

frost.

Nr. Farrington: Yes. :

-

80 inlooking ahead we would like tohave an outlet suoh

3

as this for that soft corn that may epoil if we oan't move.
it promptly. ‘

Third. Of course, we are very consoious of the shortage
of eugar and sirup. 1 imagine all of you Senators h—uvo been
getting telegramas from the bakeries in the last few days
about the faot that they just can't get enough ocorn eirup %o
oarry out their operations and anything we can do during the
next few months in meeting that shortage, and this does '“u
to offer some substantial help along that line, we, of oouru;
are interested in seeing that thing done, @o that the present

aoute surplus situation on potatoes, and the equally aoute

handling -

oall attention 1s the probability that by December o January - ' - -

..“'.. -
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' all of that makes ue very anxious that whatever neodc to bo '

out to buy. . : f%e

. dotlci.t snuauon on sirup, &nd tho potontial aurphia Bf cqm, ‘i

i .. y(_'.'..‘_~ ..‘,‘ :;
done be done to permit thege plants to be used. '}.?=f{‘ e iF

K R i

The Chairman: Mr. Farrington, have you nado an& 1nqu1ry~ :};%

as to the Government's purpose to deolare any one of thoao ":' ¢l
fodorally-ownod plants surplus, either for sale or 1oaco!“ '
Mr. Farrington: I am not informed in thnt tiold,
B8enator. I don't know what the situation tharo 1s. Mr. John-on’u{
bas dealt with that and he knows much more aboutilt than I‘Qo. ; -

Senator Hawkes: Can they deolare these surplus it'§h0r05f”“‘

is an option out to people who at present leage them? I don't

gee how they ocan declare a thing surplus Af there is an pption -

The Chairman: I don't know about the time of the option . -
but they can deolare them surplus. The Defense Pl@nt Corpora- = |
tion, of course, I think, 1s selling out its own surplus T

properties. If the option holdere do not want them, they 415-

pose of thenm. ) R

Senator Hawkes: But the option holder has the time'&li‘n S

LY
-
A
-

|4

z
zf

to him. I don't see how they can destroy that time 1ihit.5 "l
The Chairman: I am not sure but 1 think the oxﬁlraéléﬁ
of all those options is dependent on the actual end of thoiwar.ij
1 am not sure about that. I am just trying to fin@ oﬁ§
what thls problem 1is. o

Mr. Johngon: Could I explain that one gituation to your . .

o T



‘The Chalrlan:\-th;

Mr. Johnson: If you go back t§ the time éhgt-Qongﬁdi;“

pasged the Nefense Aots, which was prior to the.war, a great . ¢

" many plants were built by Defense Plant Corporation unqér '
the Defense Aot or Aots, which was prior to tho_ygr{ and

.thoee‘Aota are still ln'fovoe; and they have the‘nalo‘id— ‘

_ thority that they had before we had the war, and the termina~s

tion of the war made no difference in that situation.

‘

Now, these plants, these aloohol plants that aro‘wholly

owned by the government, when the War Produotion Board derti-

fied baok to the Defense Plant Corporation‘tboir pesition Qh
the large guubor of plants, they made the statement in their
certificate, so far as the three plants nont@onod in the
Middle West are ooncerned, that those plants were not to Qe
declared surplus until released by the Beoretary of Agriocul-
ture, who was co-sponsor.

iou gee, under the Aot you muet have a sponsor of one
of thege Defense organizations or one of the Departments of -
the Government aoting under the dorenso-lawa. 80 that we haad
a joint spongorship in the Omaha plants, and 1 th1n§ in (
the other plants it wae'tho sam® way, botwesn .the Departaent
of Agrioculture and the War Produotion Board. The Bsorstary
of Agrioculturs has certified to the RF0 that the Department of

N

Agrioculture continues with the sponsorship of thoge three

blantt for ocertain purposes and one of them is the making of '

..

e



oo '.q e
s,

" aloohol and sirup. So that those plants are in thy.eame - .

" sltustion as they were bpfore the torpinayion'étnthQ-'ip a8
far as sponsorship is ooncerned, and contlnuation, unqir

the present leases.

So I don't béliovo that there is any wa: thoao'plgqii
could be deolarsd surplus until tho_Seérdtary of War files ° ‘Ai;i
a certificate that he has releaged thﬁ sponsorship of the .
plants. »

Senator Gerry: How long do the dehydrated potitoqp keeop? \;

Mr. Farrington: 1 think for a long period of time, bqt; :
I don't know the exaot time. - Y

Senator Gerry: Meaning what? ~‘ . .é

Mr. Farrington: A year or two, I would say. o

Senator Lucas: How muoch money will the govorﬁnont have ﬁ ;
in this surplus potato orop, assuming wo have to take 1t orf
the hands of the farmers, whioh wo will under our agroouqntf

Mr. Farrington: Well, that depends. | i ‘

8onator Lycas: Supposing 60,000,000 bughels ig involved. »: g

How many dollars will be involved in that transeaotion?

Mr. Farrington: I would think, Benator, some place in
the neighborhood of §76,000,000.

Senator Luocss: §75,000,000. If you dehydrated thde§
potatoes 1t would take another $§75,000,0007

Mr. Farrington: Approximately.

Senator Lucas: 80 you would have $160,000,000 involved in ¢



12-

dehydrating potatoes.

Mr. Farrington: Yes. I am not sure that there ave . 3
plants avallable for doing that much d‘”’dration,‘

Benator Luocas: Assuming there was?

Mr. Farrington: Yes.

S8enator Lucas: On the other hand, 1f these plants 1nj“ ﬁA;f%
Omaha and other places could get.these potatotes, you woul@ p t,é
practically relieve the Government of that $75,000,000; S
is that right? -

Mr. Farrington: You would reliew them to the extent '
of the seoond §75,000,000, Benator, but for the firnt . o :.,
$75,000,000 the Government would still have a substantial
loss.

Senator Lucas: We ave paying $75,000,000 for thoA
potatoes. What are we going to sell them for to these plants
to make sirup?

Mr. Farrington: Mr. Johnaon testifled that under his
contract he is paying 55 cents a hundrved.

8enator Lucas: That wovld be about a 60 peroent 1660.
then.

Mr. Farrington: It would be more than that becawse .
there is a frelight cost in addition to what is paid the .
farmer. 8o there would be a very heavy loss to the govern-
ment in selling the potatoes at that prioce.

Senator Guffey: If you ship potatoes from Malne to



Philadelphia the freight rate is higher than l't voﬁ_ld be i
‘from New York to Philadelphia. .

Mr. Farrington: That is correot.

Senator Quffey: And they get yho_ aané price ‘in the
f1e1d. | A IR

Senator La Follette: Of oourss, you are ’mteroi'tbh in
péeventing as pugh loss as you oan in thp hurqbgqtuprogragy‘ .
but ie it or ie 1t not a faot that the prlnary‘ovupnﬁ ot'ﬁﬁ;
most lmportant interests of the Department ls'gui,t6 thia
shortage of sugar and the sirup situatlont | ‘

Hr. Farrington: It 16 the ahortage ot sugav that makes
1t rarticularly desirable to have this outlet available.
Any amount of recovery that we make from the purohase prio§ k
of the potatoesg ia much better than 1f they Jth lay there

and rot.

Senator La Follette: It 1s not Just the farmers, that are '

interested in this thing, for the Department 1ia into'x"ootod in
it from the etandpoint of salvaging some of the loss inherent

of the purchase price, and although the entire conadning

public will be deprived of many produots into whioch thie sirup

would go Af it 1e manufactured, and which otherwise would not

be available to the oconsuming publioc.

Mr. Farrington: That ie correoct. That 1s a very exoel-

lent statemant of it.

Senator Midlikin: Mr. Chairman, may I ask a question,




" please?

' The Chairman: Senator Millikin,

Senator Millikin: uv;‘ﬁarrlngton;5tr§nq1¢§1ng'thoi 2

‘ 60,000,000 surplus into terms of tons: of gsugar, how many  ~ A;,f'

tons of sugar would be produced by a 50.000.000 ourplunt

Mr. Farrington: I think you'would &ot‘about'édfighndl S

of sirup out of each hundred pounds of potatoes. Isn't that. . '

about right, Mr. Johnsont

Senator Millikin: Twenty pounds of airup for each 100

pounds of potatoes?

Mr. Farrington: Yes. And your S0.00QzOOO.bnahols would .

be 30,000,000 hundredweights, so if you cuuld corivert all

of it, you would have, as I figure, 30,000,000 bundredweights ~

and 20 pounds per hundrédweight. it would be GOO.OOO.OOOA
pounda. ’ H

Senator Millilkin: Have you any authentio intofnﬁtion-
on that sugar hoard that was founu in Java?l

Mr. Farrington: No, I haven't. The figure ae published’
in the papers was 1,600,000 tons.

The Chairman: Are there any further questions!?

Senator Lucas: #hat is the total potato orop in the - :
country? '

Mr. Farrington: 433,000,000 bushels.

8enator Lucas: Now, we are guarantesing to the farmers

how muoch per bushel?
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the meeting tho other day.

LY

Senator Hawkes: $1:60 iv'o‘x'a[éo"j:ox*'t':u'lil\'ol'i‘.‘,"''.t
Mr, Farrington: It varies over the oountry.

Benator Hawkes: That is the avougo as’ oqlouh tod in -I: e

Senator Lucas: What are potatooa ‘worth at tbo pruont
tire per bushel? '

Mr. Farriqgtbnz Well, the Departnont ia buyihs at '\
support prices in many areas. 1In gome places it 10 iagging

[N ,‘i' <'

below the price.

Senator Lucas: Somebody sald 1t sagged 31,50“1nj3'; »l‘Aj_ié
Nebraska. | S ' B

Mr. Farrington: It had been well above tho aupport
price and fell below the support. 1 think that was tho lltu&-
tion there.

Senator Luocas: As long as you have the nurplué orop,

1t will continue to go below the support prilce.
Mr. Farrington: That 1s right.

8enator Lucas: If there lsa move made to take the

surplus crop off the market, wouldn't that have a‘tondonsi
to bring potatoes back where they belong? | ‘
Mr. Farrington: Yes; these temporary surplusﬁn.”lt . ‘,~§
you bad some regular way of moving them. ' A
Senator Lucas: You have got mahy more gillions than -
the 75 involved in this 433,000,000 1f you are goingqu_ﬂay

the support price, whioh you have to do. 8o any moye you '




. odn’ tako to take theé potatoos otf tho nurkot will b% oxt?enoly
:fbenotlolal. V ‘ S ' 1_, . I_‘: L
_Benator La Follette: May I aek n;.;éorkéﬁiro g‘duoetxong
fould your opposition to thib'onboaai;ﬁsbio}tgﬁog any

1t'1t were limited to a apooirio enorgoncyfporlod~1n'érdar‘toi

~try to meet the aituation so far as the ahortagé of aivupl
- and the gurplus agricultural oommoditlos are oonoornodt C 1%

Mr. Berkehire: It ocertainly would, Sonatpv. Ls.'ouldk . }%i

be bstter. We would certainly hate to see this thinggpi
into the whole industry and throw it wide open to p:'omg‘ts_ir\'g'.j {l'{ﬁ
other articles. We think our oheok would be,ditfioplt and . ‘
' 1t would really Jeopardize the revenue.

Senator La Follotte: Would it help to soften your
oprosition any if the partioulavr oomizodities were stated 1@2 ;’?“d
the Aot, so that you wouldn't have thla.quoctipn'thatfyou '
raised about produsing soft drinke on the premisest? . ’ f: 

Mr. Berkehire: This, of oourse, does n&t do ;hﬁtf
but 1 gay it opens the way for others to come in end ask,
whioh they have done in the past, inaslst that thelr plgnt‘bf :‘7};
used in a dual capacity of some sort. 1 L ‘

Senator Millikin: What is the annual révenga from
aloohol? . L

Mr. Berkshire: Aloobol and distilled spirits, which woura U
inolude whiskey -- Do you ask for the gallons or tbofrevqﬁﬁ;?::

Senator M1illikin: ¥ would like to know the dollar revenue
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from aloobol. " : o . ; - :.;ﬁu;‘ff-}.}} f;j;
Mr. Berkghire: That 1s in the nbighborhoodrbf::j}'i o
20,000,000 gallone of aloohol alone.- '.5 'i ’fn;F;ﬂ”;
Senutor Millikin: What do you get for alooQ#lt o |
Mr. Berkshire: §8. It 1s relatively snal.‘).‘.‘vlfo ‘,g‘{ot 'j 3
over a million dollars in all these plants, but iog;fo th‘“ﬂff-‘k
plants are used, howsver, to make whiskey at one pbriod ‘94L2,1
aloohol at another, ‘
Senator Lucas: Of courge, if they were pornifted“tb
wake sirup simultaneously with alecohol, that wouldn't,
eventually, cut down the revenue, they woulﬁ'nako Jusf as ..
much alcohol in these plants as they are making now, over
the country.

Nr. Farrington: Yes. That isn'ta faotor at all.

That waen't 1t. 1t 1s Just having two sets of prices and

two kinds of materlials on the premises at the same time. S

ke found it diffiocult enough Just to watoh ono.. Jf
Senator Lucas: You fear the breakdown of the system? §ﬁ
Mr. Berkshire: Yes. ‘
Senator La Follette: It is an enforcement problem. 3f
Mr. Berkshire: Yes. _ »~{§
Senator La Follette: But you say you might be willlng ’f;fi

to consider this further if some very definite period were K , Véi

seét in making it an emergency proposition?

Nr. Berkshire: It would certalinly be uuoh.bq;tor. and - |



if 1t oould be ocontrolled that® would not bo 80 bad. lo ago

Just afraid of 1it, Senator, as a step 1n tho wrong divaotiono-~

80 far as our protectlon of revenue is conoerned..- .

Senator Vandenlerg: Is thOre puch doubt 1n your -1nd

that Af 1t was 6stablighed for two years that thoy would

bave a pretty good case to keep going aftorwardet St N

Senator La Follette: Would it be necessary to make .1t :

-

so long?

Senator Butler: Make it six months.

Senator La Frllette: MNake it six months. Your surplus- - -

is here now.
Senator Vandenberg: I wlll vote for six wonths.
Mr. Berkshire: We will ho our best to make it worg;
Senator Vandenberg: 1 think when you talk about two
years you more or legs establigh a vested practioce. -
Senator La Follette: What 1 am trying to do lﬁ fo:

see if we can't get the Treasury and Depariment of Agrioul-

ture on some proposition which would take ocare of a problb-“l'

which grows out of a partioular orop year and a partioular .
situation and let it be stated four ways from the middle
in the report and on the floor that this 1s simply being _

done for the purpose of taking oare of tbls emergenoy eitua-

tion, which I want to emphasize again 18 in tho 1ntov0t§l oo

of the consumer. I mean, 1f the situation as prOsontod
to me, making all due disoounts.that alght be neoceasary,

%
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"-uao thos. produotl in aotual fOod prooouoing. ie at all

acourate, the consumers are. vitally 1ntorostod 1n thxq nltua-l;

tion,. al well as cho produoerl and the Govornicnc. 2hat 10
all that 1 an striving o do.l If wo oould haro 1t 010arly
understood thac thit is not tho ontorlng wodgc ubloh lv.-"

¢

Berkshire feels that it 15. and~to cduld havo lt otatoa y

" with a definite tlno lirit set in tha Aot. and sot it short

onough so 1t is an emergency time limit, and’ havo tho roport

say positively that it 1s only to take oare ot thio lituuiiono:n;~$

.\b

and as far as I am oconcerned I am willing to say that I al ‘
opposed to this thing as a permanent propoaltioq.{I th1nk Lt
ocould be worked out. ‘ V .

I was just wondering if there was any oﬁgﬁoefﬁf go;tiﬁg
together on the proposition in order $o try toatakof§aré.ot
this emergency situvation.

Senator Lucas: It seems to me that if yé doh‘t dq:

something we are laying ourselves open to a tremendous amount

- of oritioism, if we have tho tools and the maohinery to take -
" oare of the surplus potato orop and sit by and don't do eomo-
" thing the farmers and the taxpayers and the oonsuning publlo

“will havo a right to condemn the situation, in my Judgnont

I an not for a permanent situation either, but 1t is & to:por4

ary thing. It is something that wo’can handle. We h@yb”goﬁ

Lt

. im0

'L

these big government plants to do it. Here are people willing .



%o do 1t and who want to do 1t. In that situatiod u " -u.

-by on a technicality on the question or a propor aquinlutra- .
-"~;t10u for a short period of time, why, you oan't oxplaln that ‘A;\;
.,when pooplo are suffering for want of food. vl~- .

Sonator Vandenberg: I wouldn't stand on a tochnioalitys

Sonator. for a second, but 1 would etand on the oatabliahing

of a precedent that could becore permanent. 1 think the faot
that 1t le for six months indicates that it 1;’An~onergenoy.
I think two years does not let it spesk ror ltaoif as inai-
patlng that it is an emergenoy.
Senator Lucas: I think there is eouotﬁing in that.
Senator La Follette: What have: you t; say 65 the length:

of the emergenoy?

LS

Mr. Farrington: Consldering the length of time
potatoes will be moving out of Malne and the Red River Valley,
up through May, I would say, and there zay be congiderable
spollage that would ;ako place during that period. Also,
if we have large quantities of wet corn 1 think we should
be protected through April and May. I think June 30, or
sopething like that, would be more appropriate for taking
‘ oare of this partiocular emergenoy.

. Mr. Berkshire: Might I suggest that we confine this
to the partioular cowmrodity that we are attempting to save?

Senator La Follette: I suggestsd that we confine it

to potatoes and soft corn.:



- 8enator Vaﬁdonborg:' Make it nine nonthl. ‘
Benator La Follette: This 1s Ootober. Noyaupbé..” i
December, January..rebrﬁany, March, April. Thhg'la Qoyopif'n-
months. Can you goi by with the first of Mayt
Mr. Farrington: 1 think June 30.
Senator Lucas: The fiscal year. 3.; g~f
The Chailrman: Any rﬁrthor questions of thkoiihib;il£ if 735
Aﬁy questiong of Mr. Johnson? ‘ .'i. o
- S8enator Fulbright, do you have any statement t6 lnkot

Senator Fulbright: Mr. Chairman, I don't know’ that I . ‘;f

can add anything to the technlical part of the dlsou‘nion; f  s
Of oourase, 1 was interested in the potato oitnation.,l thought A

thac there might be gowe merit in this dovolopnent 1n thia .

area, partioularly as to an outlet for surpluses. IﬁthOught'uf
there was some merit in giving these plants the rlght tbtobn;,'
tinue in the future for the utilization of thesge cﬁfﬁlgaoal-it>
that always plague us in that part of the oountri. Thise wet t ';§
oorn sltuation comes every so often. And we have had

trouble with potatoes before. So I did have that little

intereat in mind in addition to the immediate onoggQ§ox,Ai;

1 was hoping that we could find gomze way to keep these

plants operating. When I was first approached about the

matter 1 understood that it was likely that these plants ‘ ﬂ?

would olose up and be dlemantled if they wersn't able to -

»
-
-

continue. I hoped that this would contribute to the utiligae -
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.%that ooauv 1n various graino and, potatooa in that aroa. -
Aloohol. of oourao. oan be used in nornal tinea tor nany
. fpurposos bosidea sugar. That appoalod to ®=e as a ruﬂthor»

‘reason why sowe effort uight be nado to halp then over thof7{f

" that there 1s a large surpluq of aloohol that has’ bcon aoou-n~

non or thuo plants ae a -oana ot rouovins thoeo luwluuo

K

tranaitiau period. . . The Beorotary of Agrioulturo told -o.ﬁi%i

‘lated. It i a rather unusual stookpile. That will yaduany

- be uaod up. * They are dlscovering new unos. othar than for:

eyntbotio rubbor and in the plasclo ‘flela.

1 had hoped that something could be done to enable _J
these plants to operate through this period. B ig

The Chairman: Anything fu£thort .~ ) V

Senator M1illikin: I would like to ask whothepl;t'ib 4";;
practical to turn the alcohol back to sirup? ' : - :;i

The Chairman: How 1a that?

Senator Millikin: I was wondering whethor_it‘was‘pﬁaq- :é
tical to turn the alcohol back to a asirup. b .

Mr. Johnson: No. A

Senator Fulbright; I understood in the diacussion

that took place with the Secretary of Agriculture that'thil

plant and other plants, 1f they weren't permitted to do this, = .
could not operate economically. Mr. Johnson says they can . "
go on at a 60 percsont vate. I was of the opinion from . o

that disoussion with the Secretary of Agrioultuve.thatllr )
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thiéAwaa.noi.wotkéd ouf'tﬁﬁfftboa;jplantﬁkwéib’n§f§g6inéft§'27
:oontlnho.to operate. . - - < {.‘ﬁi ff:A'

Mr. Johnién:“l would like to olear that pqiﬁt uﬁﬁ‘it'£~“;&;
xay. ‘ 4 . . uT’.1

Senator Fulbright's statement 1ig true in so fai”aa,oon;t .
"'tinued operation of those mlidwest plants after the immediate. - i

8ot corn period is conoerned bacause we couldn't contintie

-in operation on a small production with thoge large plaht!i‘: .
Our oaloulations show that by the time we get through this g;rs;
- sirup period, the shortage of sirup,by that time fheso.ﬁiactid s

. plents will be in operation and about 700 new uses will be:

cet L.
Uy |4
Py,

R VL, O

‘dovolopod for aloohl. 8o that by that time we will have a

RV

congiderable demand for alochol in all of these plante.

End IO

8enator La Follette: By what tige?

Mr. Johneon: In two years. This airup saituation as we
gee 1t will last for about two years.

Senator Vandenberg: I have to go to the floor, Mr.
Chairman. \

The Chairmsen: That is all on thig matter. We have eome

nopinations to take up. ' .

(#hereupon, the cormittee proceasded to the consideration by

of other business.)



