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H. R, 4521
AMENDING AND EXTENDING THE SUGAR ACT OF 1948
Priday, August 17, 1951.
United States Senate,
OCommittee on Finance,
Waeshington, D. C.
The committee met, pursuent to notice, at 10:00 ofolock
a.m., in Room 312 Senate Office Bullding, Senator Whlt;r F.
George (chairman) presiding.
Present: Senators George (chairman), Connally, Byrd,
Johnson (Colorado), Kerr, Frear, Millikin, and Taft.
Also present: Elizabeth B. Springer, Chief Clerk.
The Chairman. The committee will come to order.
Other members of the committee will take seats .in the room
before we finish the hearing this morning.
We are taking up -~ the committee is taking up -- H. R.
h521,

(The b11l referred to, H. R. 4521, follows:)




The Chairman., Senator Ellender, we will be very glad to

hear from you first if you are ready to proceed.
STATEMENT OF HONORABLE ALLEN J, ELLENDER,
UNITED STATES SENATOR FROM THeE STATE OF LOUISIANA,

Senator Ellender. Yes, sir.

Mr. Chalrman, I am very happy to have this qpportunity to
‘appear before you. The bill -~ a companion bill was introduced
by me in the Senate on June 18{ with 30 co-sponsors. I &am not
going to take the time to name them, but I will ask that 19 be
inserted in the record at this point.

The Chairman. Yes, the reporter will insert them, Mr.
Senator.

(The information referred to follows:)

COMMITTEE INSERT
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Senator Ellender. I wish to say that this bill has been

agreed upon by both the domestic industry as well as all
Departments of Govur?mont affected thereby. I know of no
opposition to the bill from the domestio producers,

There vas some, I understand, from some of the Cuban
interests, and I wish to say at this point that personally I am
very sympathetic to their views; but, at the same time, since the
bill vefore you has been agreed upon by all Departments, I would
hesitate at this time to try to make a change in 1t,

As a matter of fact, the bill restores, in effect, the
amount of sugar for off-shore producers, not our possessions,
to the same extent percentagewise as existed during 1937, which
was about 4 percent of the difference between our consumption
requirements and what was allocated in the bH11l for our domestic
producers,

Mr. Chairman, I have before me a short statement reviewing
sugar leglslation in the past, and with your permission I would
like to read 1t.

The Chairman. Yes, sir; you may read 1t, Senator.

Senator Ellender. Experlence under the special sugar
leglslation of the United States, starting with the Jones=

Costlgan Sugar /ct of 1234 and continuing through the Sugar
fet of 1937 to the Sugar Act of 1948, has demonstrated that
necessary protection can be given to the domestic sugar

industry in a manner consistent with the interests of coﬁ-
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sunmers and with the present international trade policies
of the U, 8, We all know the history of the long period
during which the doﬁestio‘augar industry was protected only
by a tariff. Despite a tariff of 2 cents per pound applicable
to Cuban raw sugar, and 24 cents per pound applicable to sugar
from other foreign countries, our domestic sugar industry fell
to the depths of depréssion and the Cuban industry reached a
condltion of economle chaos in the early 1930's; and I may
interpolate at this point, during the early thirties, Cuﬁa

rersived as low as 1.1 cents per pound, I think, and now 1is

recelving five ~- a little over five -- cents a pound, and
the production has increased almost three-~fold,
| In 1933 the Tariff Commission reported to the President
that further 'ncrecses in the tariff would be useless and that
a quota system was necessary to bring recovery to the American
and Cuban sugar industries. The Jones-Costigan Sugaér Act and
our succeeding sugar acts are an 6utgrowth of the studies made
by the Tariff Commission and the Department of Agriculture,
and of the long hearings and studles made by both houses of
Congress, '

I am sure that this Commlttee remembers the essential -
features of our present sugar leglslation, 1Its purpose 1s
to maintain and protect a domestic sugar producing industry
of moderate size and to achleve prices which will not be

excesslve to consumers. In other words, our sugar legisla-
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tion 18 designed to mainta;g stablility by avoiding shortuges
which bring high prices to consuners. This stability 1s
achieved through a system of marketing and import quotas for
domestlc and foreign producing areas,

As a means of inaup;ng complianc«lw;th the provisions

"of the programs 1ir the domestic areas, a tax of one-half cent

per pound, raw value, is levied against sugar, and payments
are made to growers who comply with the conditions of the

progrem., These payments range from 80 cents per 100 pounds
for production of less than 350 tons of sugar per farm down

to 30 cents per 100 pounds for production in excess of 30;000

- tons per farm, Therefore, the program gives greatest assist-

ance to the small producer and least assistance to the large
producing units. In order to qualify for Suger Act payments
a grower must meet the following conditions: (a) he must not
héve produced in excess of his proportionate share of the
quota for his area; (b) if the grower 1s also a processor,
he must pay fair prices to producers from whom he buys sugar
beets or sugarcanes (¢) the grower musg pay fair wages to
laborers employed by hiu in the production of his crops and
{d) the grower must employ no chiléi labor,

Although the sugar program was designed merely to be
self-financing, it has actually yielded the Government a

large net return. In round figures, tax cpllactions and

expenditures from the inception of the program in 1934 through




fiscal year 1950 have been as followss

Taxes collected during that period, $987 millions
conditional payments and expenses of administering the Suger
Aat, $757 million or an excess of taxes over expenditures,
$230 million., For the three years 1948 through 1950 the
annual average collections and ekpendituros have been as
follows:

Tax collected, §76 million; conditional payments and
oxpenses for administering the Sugar Act, $60 million, thereby
annuel average excess of taxes over expenditures of $16 million.

Any doubt that the Sugar Act 1s designed and administered
for the benefit of consumers as well as producers should heve
been ended by the experience of the past year. Throughout
almost the entire period since fighting hroke out in Korea
in June last year world prices for sugar have been above
domestic prices. In late June, about the time the bill for
extending the Sugar Act was introduced, the world price of
sugar reached a peak of 8,05 cents per pound, f.a.s, Cuba.
At that time the duty-paid domestic price was 6.75 cents
per pound, equivalent to approximately 5.75 cents per pound,
f.a.s. Cuba. - Accordingly, at that time the Sugar Act was
responsible for keeping the domestic price of sugar $2,30
per 100 pounds below the level that it would have reached
in the absence of quotas. That was $2,30.

On Wednesday, August 15, the world market reached 5.38

:
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cents per pbund, f.a,8, Cuba, but Cuban producers still
received around } cent per pound more for world suger than
they did for sugar to ship under quota to the United States,
The accomplishments of the Sugar Act have been impressive.
Our sugar legislation has given necessary stability to our
domestic sugar producing industry and has made it possible
to bring about a reduction of 75 percent in the tariff on
sugar. From 1933 to 1950, while the price of all foods rose
143 percent, the price of sugar rose only 84 percent, The
shares of the consumers' suger dollar which go to growers and
laborers have increased greatly with the result that average
returns to growers per ton of sugar beets and sugarcane have
increased by 170 percent since 1933, and average wate rates
for field labor in our domestlic sugar beet and sugar oane
areas have increased 293 percent over the 1934 level, Grower
returns from sugar beets and sugarcane produced in the domestic
areas rose from $133 million in 1933 to $432 million in 1950.
Our sugar legislation, therefore, has brought economic
restoration to our domestic suger producing industry, It
has also brought prosperity to the Cuban industry.
Wages in the domestic suger ereas are among the highest
in the world. Sugar prices to consumers in the U, 8,, on
the other hand, are among the lowest in the world in
countries not having consumer subsidies. Domestic sugar

prices have not participated in the inflationary trend that
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has affected prices of many other products since the terminae-
tion of price controls. During the period that the Sugar Act
of 1948 has been in effect, the price of sugar has been the
lowest in comparison with the prices of other foods that it
has been in the history of the country.

Ve all know as a matter of practical fact that this
stabilization program for sugar must continue. We cannot
think of subjecting the 50,000 growers of suparcena and sugar
beets,; or the 350,000 laborers in our sugar fields and sugar
factories, to the vagaries of the world market and the com
petition of chesap forelgn labor.

The Committee on Agriculture in the House of Representa-
tives has jJust completed extensive heerings on the proposed
extension of the Sugar Act. During these hearings repre=-
sentatives have been heard and statements have been received
from representatives of varlous dranches of the sugar produc-.
ing, processing, and distributing irdustries, and from
representatives of iaborers and industrial users, as well
as representatives of various foreign producing oountries.

It 1s significant that no single repreaentgtive appearing
during those entire hearings expressed opposition to the
continuance of the Sugar Act. Only a few proposals were made
only for revisions in the bill., After giving consideration to
all the testimony the House Committee on Agriculture found it

" desirable to make one revision, the addition of a liquid suger
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quota of 300,000 gallons for the British West Indies. This
will enable importers of fancy Barbados molesses to import
such product without bdblending, if they desire, esven though
it meets the technical qualifications of liquid sugar. This
revision seems desirable since it eliminétes & potential
diffioculty confromting importers of Barbados'ranoy molasses,

The bill will extend the Sugar Act for a period of L years,
from December 31, 1952 to December 31, 1956. The excise tax
on sugar would be extended until June 30, 1957, 4+ years after
its present date of expiration. 'The only other essentlal
revisions in the Act involve quotaé.

The mainland quota for Puerto Rico will be 1nc§eased by
170,000 tons or from 910,000 tons to 1,080,000 tons. This
shouid eliminate most of the difficultles that have confronted
Puerto Rico under the Sugar Act of 1948, during which time its
| production has been substantially in excess of the quantity
1t could market locally and on the mairland.
| The quota for the Virgin Islands would be increased from
6,000 tons to 12,000 tons., This should help to meke 1t possible
for the Virgin Islands Corporation to prevent losses in the
future, as directed by Congress.,

..No change is made in thg quotas'for the mainland cane
area, the beet area, Hawaii, or the Republic of the
Philippines.

The bill will restore the relative participation of cnba
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and full duty countries in the U, 8, market to the percentage
participation thay held in the prewar period, 1937 to 1941,
as I indicated a few moment ago.

Under the Sugar Act of 1937 the full duty countries
received a basic quota, plus all of the deficits resulting
from the fallure of the Philippines to fill their quota, As
a result, the imports from full duty oountrieg amounted to
4 percent, and those from Cuba emounted to 96 percent of
total imports from foreign countries in the wrears 1937 to 1941,
Under the Sugar Act of 1948 the relative basic quotas for Cuba
and the full duty countries remained the same as they had been
in the prewar period, pgt 9% percent of the Philippine defilcit
was given to Cuba and only 5 percent to the full duty countries.
As a result, full duty countries have not been permitted to
continue their prewar perticipation in our market. The bill
will restore the full duty quotas to 4 percent and give 96
percent to Cuba of our imports from foreign countries other
than the Republic of the Philippines,

The proposed bill will also modernize the basis for
prorating the full duty quota among the respective countries.
At present the full duty quota is‘prorated on the basis of a
regulation which, in turn, is based on imports during the
yeers 1926, 1929, and 1930. The bill provides that this
proration be made on the hasis of the postwar years, 1948,

1949, and 1950.




The other revisions will provide administrative simplicity
and flexibility, end I wish to say, I understend that Mr, Myers
is here, and will go into deteils as to that phase of the bill.

- Bugercane now being planted in Hawaii end Puerto Rico will
not be harvested until 1953. Suger beets planted in the
Imperial Valley of California & few weeks from now, and crops
planted in the suggr.bget end meainland cane areas next spring
will be sold at prices based at least in part on the price of
augar during 1953, Therefors, if our sugar legislation is {c
be fully effective in stabilizing domestic production, the |
legislation needs to.be extended promptly so that growers
will know at the time they plant their orops that it will be
in effect at marketing time.

Mr. Chairman end gentlemen of the Committee, I wish to -
thank you very much for this opportunity.

The Chairmen. Thank you very much, Mr., Ellender. We
are very glad to have you appear.

Are there any questions that any member of the Committee
wishes to ask Senator Ellender?

1f not, we appreciate your appearance.

Senator Ellender. Thank you, sir,
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L o The Cheirman., Mr. Myers, I believe you are next down the
Ellendor!ts
stnt, - 1ist this morning. You may be seated. You are the director of

the Sugar Branch, are you, of the United States Department of
O Agriculture?
STATEMENT OF LAWRENCE MYERS,
DIRECTOR, SUGAR BRANCH, PRODUCTION AND MARKETING
ADMINISTRATION, DEPARTMENT OF AGRICULTURE.,
) Mr. Myers. I am, Senator.
The Chairman., You were here in 1934 when we passed the
original Sugar Act, were you?
Mr. Myers. I was in the Department of Agrioculture, but I
did not get into the suger work until 1946. I have been in the
. Deparitment since 1927.

The Chalrman. Yes, sir; we will be very glad to hear you
on this present bill,

Mr, Myers. WMr. Chalrman and gentlenen, in order to conserve
the time of this committee, I shall not undertake to vreview the
buckground, purposes and nature of the Sugar Act and the need
for 1ts continuation. \

Senator Ellender has alrsady roviewed that phase briefly,
and it was gone into qulte amply in the hearings of the Committee
on Agriculture of the House of Represontatives. I understand
that your occumittee has that record before 1t.

The'chairman. We have the record; yes, sir.

Mr. Myers, I shall observe merely that no witness who
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appeared before the House Committee recommended againut.tho
passage of the blll, and only four recommendations were made for
pevisions in the bill. These proposals were as followss

1. That the Act be extended for two years rather than four
years, ‘

2. That the Secretary of Agriculture be required to make
determinations of consumption requirenents,that is, total quotas,
of not less than the average quantity distributed domestiocally
in the two preceding years.

3. That the divislon of import quotus between Cuba and
full~duty countries remain as now provided for under the Sugar
Act of 1948,

4, That the definitlon of liquid sugar be revised.

I wish to discuss these four proposals,

1. Proposal for extending the Act two yearss

A I understand, the purport of the argument made for this
proposal was that some of the Iindustrial-user representatives
feel that, although conditions ave satisfactory from their point
of' view at presgent, thoy would like to keep the program rather
continuously under thelr review. Since the world price was so
far above tie domestlc price at the time this proposal was made
and since the quota system was the only known factor keeping
domestic prices below the world level, it was quite obvious that
no representative of consumers or Industrial users could have

ragommoended the irmediate abolishment of the Act. I can under.
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stand very well the desire of consumer groups to keep a close
check gn the operations of‘tho Sugar Act. In fact the Depart-
ment of Agriculture has, under the Sugar Act of 1948, established
the practlce of holding public hearings prior to the time the
Secretary makes his ennual determination of requirements. We
have strongiy urged participation by all consumer groups at these
hearings and at other times so that we can have the benefit 6:
their views and information as well as the views and facts
pregented Ly producer groups., It does not seem feasible or
necessary, howevér, to extend the Aot for such a short period as
two years in order to assure the continued protection in the
interests of consumers. If the Departmenb(of Agriculture should
change 1ts pollcy with respect to the administration of the Aot
and adopt practices contrvary to the reasonable interests of
consumers, complaint could be registered immediately either with
the Department, or with Congress, or with both, |
During tho war, Congress would from time to time extend the

Aot on an annual basle, but at that time all of the quota provi-

sions were in suspense and there was never any doubt that the Aot },i

would be continued and that other measures, such as the price

support program, would he continued in an effort to obtain

larger supplles for rellef from the sugar shortage. During peace-

time a two-year extension would seem much too short from the
standpoint of producers.

i% would cover only a part of a rotation period in the
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beet area. It would oover only two cuttings or half the 1ife of
8 single planting of mainland or Puerto Rican sugarcane. I E
would oover only a single cutting or ebout 1/ of the average
1life of a planting in Hawall. Assurance for the future is
vitally necessary for the welfare and efficient 6pernt10n of the
1nduahry. Investments in sugarcane and sugar beet farms, |
faotories and refineries &mount. to around 1-1/4 billion dollars,
The 1llvelihood of 50,000 growers and 350,000 laborers is
involved. Industries of that size cannot operate on a short-
time basis. Cuba, Inocidentally, wished to have the Asct be
extended for a longer perlod than 4 years, Domestic producers,
however, vho have had thelr quotas fixed from 1948 through
1052 under the present Act end who will have their quotas fixed
for the perlod 1953 through 1956 under the proposed extension,
did not feel that they could sgree to these quotas for a longer
pericd of time,
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2. The proposal that the Secretary of Agrioulture be

required to make the determination of consumption requiramonts ‘ugg
and quotas at not less than the average distribution of ﬁﬁé -
2 preceding years,

This again 1s a proposal to safeguard consumers against
possible future injury at the hands of the Department. Again,
the proposal was not designed to correct a condition actually
experienced under the present Aet, If the proposal had been
in the present Aot it would have caused no significant revision
in any of the determinations made to date, Under normal con=
ditions 1t would not be likely to have any significant effect
In the future, The Secretary of Agriculture 1s already re=-
guired to base hié determination on distribution during the
12 months ending October 31 of the year preceding that for which
fihe determination 1s made, Any changes from that phase must be
Justified 15 accordance with provisions of Section 201 of the
Aet,

The only time that such amendment might have an effeet
would be in a year of depression or sharp inventory reduction
following one year or two years of high distribution, It is
not possible to determine whether such a condition might exist
at some future time, It would soem unfortunate, however, to
render the Act ineffective for protecting producers 1f such ?
sharp, temporary depression should occur at some future date.

This, I might say, has been one of the most misunderstood
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provisions of the proposed bill,

3, Division of Import Quotas Between Cuba and Full-Duty
Countries, o ’

The Sugar Aet of 1948 was written on the assumption that
Cuba would face a diffiocult readjustment period, presumably
aceompanied by a depression, between 1948 and 1952, To compens
sate Cuba for having more than doubled its produetion of euéar,
batween‘19u0 and 1947 and for having sold most of its supply Q
for use In the United States and Allled countries at moderate
prices during a period when the free world prices of svgar
were highly inflated,

Two principle means were employed to assure maximum bene=
fits for the Cuban industry. First, fixed qubtas were estab-
1ished for the domestic areas and the Philippines in place of
the percentage quotas establishad In previous Aets, This gave
Cuba practically the entire benefits of increased consumption
in the United States, Second; 95 per cent of the Philippine
defleclts was given to Cuba and 5 per cent was given to full-
duty countries. In the Sugar pct of 1937 the entire Philippine
deficits went to fulleduty countries. It was recognized that
Philippine deficits would be large when the Act first went into
effect, Later, as the Philippine deficits would be reaucad the
increase in domestic consumption would be sufficient to insure
Cuba of reasonable marketsg »

Aotually the Cuban sugar industry has experienced
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unprecedented prospority&during the life of the Sugar‘kct of
1948, Reeord and near recerd orops have sold at satisfactory
prices, Because of the very high prices existing in the world
market last 9pring and ého large crop = next in size to 1947
and 1948 crops - the value of the 1951 Cuban erop approximates
$700,000,000 vomparad with the peak of §1,000,000,000 during
the inf{lation year of 1920, WNever before in hlstory has Cuba
produced 4 such lurge crops as those produced under the Sugar
Act ol 19%8 and never befors in history has it sold 4 success-
lve crops for so mach money. Accordingiy, the argument that we
must reducs quotas for other areas in order to ameliorate con-
ditions 1u Cuba, 1ls no longer tenable,

I have a chart which; if you glance at it quiekly, shows
& tremendous inerease ln the value of the Cuban erop,

The proposed amendment gives Cuba a quota equal to 96 per
vont of this countries import requirements from all foreign
countries other Lhan the KRepublic of the Philipnines., Since
the quotas l'or the domestic area and the Philippines will again
be fixed for the period of the extension, Cuba will continue
to be the majoy beneficlary of increused United States cone
sumptlon, It will recsive 96 por eent of any Fhilippine defioit;
end it will continue to share proporiionately with domestic
greas in any dowestle defleit, A new provislon is added under
which it will be possible to reallot to Cuba any deficits that

may oceur in the quota for full duty countries,




A1§‘

No issue has been raised with respect to the inecreased

quotas for Puerto Rics and the Virgin Islands,

| The bill will restore to the fulleduty eountries the
participation of & per cent that they enjoyed in our market
during the pre~war period, During the 5 years 1937 through
1941, inclusive, average imports from Cuba amounted to 2,095,000
tons annually or 96 per cent of all total imports from foreign
countries, During the same period imports from full-duty coun-
tries aversged 87,000 tons or % per cent of all total imports
from foreign countries, During the three years 1948 through
1950, inclusive, under the Sugar Act of 1948, average imports
from Cuba have amounted to 3,098,000 tons annually or 98,3 per
cent of the total; and imports from full-duty countries have
averaged 53,000 tons annually or 1,7 per cent of the total ime-
ports from foreign countries other than the Republic of the
Philippines,

This Government recelved many criticisms because of the
fact that in operation the Sugar Aet of 1948 gave full-duty
countries a smaller participation in this market than they
enjoyed under the Sugar Aet of 1937, It was argued that this
violated our agreements with foreign countries and that it more
than nullified the effects of the reductions made in tariffs on
full-duty sugar; ‘The restoration of the full duty quota to the
prouwaf percentage should ansﬁer these criticlsms,

The bill alse will revise the basls for prorating the fulle




duty quyét among the reoiplent countries, The Act now roquir.i A
this quota %olbo prorated on the basls of u regulation issued
by the Department of Agriculture in 1936, This regulation in
turn was hased on 1mporfs'for the yeabs 1926, 1929 and 1930,
Neadlesz to say, tremendous changes have ceourred in the sugay
economy of the world during the past 25 years, |

Under the present Act the Secretary of Agrioulture is
required each year to establish prorations for 27 foreign coune
triés desplte the Taet that only 11 such couctries have shipped
the U, 8, any sugar at all during any of the past 3 years and
only 6 of the countries have shilpped the Unlted States as much
as 1,000 tons of sug;r in any one of the past 3 yecars, As
evidence of the complete absurdlty of the prosent requirements,
I call the Committee’s attention to the fact, shown im one of
the accompanying tables, that for 1950 initial quotas wers
established of 7 pounds for the Dutch West Indles, 32 pounds
for British Malaya, 1k pbuhds for Cermany and 250 pounds for
Austraiia, I am sure that your Coummitiee will agree with me that
this ls just statistical tiddiywinks,.

Laeh September 1t 1s tiecessary to reallot the unused quotas
to countries that have filled their quotas vy that date, The
final quotas and actual imports from fulleduty countries have
little relationship to the inltial quotas established each year,
Huch of the misunderstending that appears to have arisen with

regpaect to the increase in the quota for fulls=duty countries
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aﬁpear: to have resulted from aomﬁarioona of the in1t131 p§o» |
rations for some of the countries vith the prorations such
countries would receive under the bill, . A comparison of the
final prorations and actual imports of sugar under the present
Aet with the quotas that would be established under the bill

would eliminate much of this confusion,

%, Definition of Liquid Sugar,

A martieularly large segment of the record of the hearings
before the Committee on Agriculture of the House of Represente
atives concerned a proposal for revising thé.definition of
11quid sugar, Under this proposal the definition of 1iquid
sugar woulé‘have been revised by reducing the percentage of
soluble non-sugar solids to total soluble solids from 6 per cent,

to 5 per cent,

I shall not undertaketo review the various faets and are
guments presented. I do, ho;ever, attach and call the Commitfdo‘s;;
attention to a statistical table and chart comparing analyses
of the various edible molacses and sirups'ﬁith iiquid suéaf -
and showing the range of the nonesugar solids content of crys~
talline sugars, These facts demonstrate clearly how far from
the fleld of typical molassées and sirups a proposed revision
would go and how far it wouid cut into the field of sugar.

Another attached chart shows the extent to. which the utilie .

zation of various unrationed sirups and molasses was increased

during the world war period when sugar was rationed,
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Those facts and many others show that typical molasses,
refiners’ sirup, and sugarcane sirup with thelr relatively
high peroéntagea'or soluble non=sugar s011ds are used Au sveete
eners as well as for flavoring, As the percentage of soluble
non«sugér solids, that 1s, éé to molasses is reduced, the |
materia) bocomes more bland and is used more completely as a
sweetener rather than for its flavor,

During the coursa of the hearings great emphasis was placed
by the proponents of the revision of the definition upon
Barbados faney molasses, Yet during the first‘é months of the
current year imports of Barbados molasses amounted to only
37,000 gallons whereas total imports of edible molasses rose
to 1,840,000 gallons, the highest for any entire year except
19%1 and 1942,

I might say that‘this present definition has not stopped

a single cargo from being imported since 194, and then the

cargoes were easily treated in bond, so that no diffieulty aroab”Tc ;
there, |

Study of this problem has convinced the Department of
Agriculture of the following:

(1) Any revision of the proposed definition would apply

primarily to Cuban molasses and only slightly to Barbados

molasses,

(2} The facts do not justify any downward revision in the

percentage of soluble non-sugar solids content in the definition



e

of 1igqnid sugar,
(3) The proposal for revising the definition of liquid

o
'

sugar 1is primarily an effort to get the import compensating

tax e}iminated from all or a portion of the imports of liquid
sugar, The revision could also be expected to provide additional
advantages under the tariff, -

The advantages from thege two sources would mmount to 75
cents per hundred pounds of sugar content or roughly $60,000
for each million gallons of imports permitted under the revised
definition, Additional cost advantages would accrve from the
faet that the sugar would be brought to a higher degree of re-~
finement in the foreign areas of production whe*s labor costs
are lower than they are in the United States,

The Department of Agriculture would recommend most strongly
against a revision of the liquid sugar definition which would

permit the importers of liquld sugar to gain major competitive

advantages over refiners or importers of crystalline sugar through ;

1R

elimination of the compensating tax and a part of the tariff on

thelr products,
The action of ths House of Representatives in providing

for a 1iquid sugar quota’ of 300,000 gellons for British West
Indies should take care of any real problem that might arise
with respect to the 1mpdrtation of Barbados fanoy moiasseso The
Department of Agriculture is in complete accord with_the action

taken by the House of Representatives on this matter,
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I thank you very mueh, m

The Chairman, Any questions of Mr, Myers by the members
of the Committee? I not, Mr, Myers, we thank you for your
appearance, | ] |

(Tables and Charts submitted by:Mr, Myers are as follows:)
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The Chairman. We will be glad to hear now from Mr.Kemp.
STATEMENT OF FRANK A KEMP,
EXECUTIVE COMMITTEE CHATIRMAN, AMERICAN SUGAR BEET
INDUSTRY POLICY COMMITTEE,

The Ohairmen. Mr. Kemp, you appear on behalf of the
domestic sugar indusiry?

Mr. Kemp, Yes, sir, I do.

The Chairman, All right. We will be very glad, Mr, Kemp,
to hear you.

Senaﬁov Millikin, Mr. Chalrman, I would like to say that
Mr, Kemp is one of the great outstanding olbtizens of thb.Weﬂt.
He liveg in Denver, Colorado. We had gone to school together
when we were young fellows. He wap a great football player
and student while he was at school. He had a gallant reéord in
World War I, He is a f'ine fellow.

The Chairman. I am quite sure, Senator, that we are glad
to hear Mﬁ. Kemp.,

Mr., Kemp. Thank you very ﬁuoh.

Senator Johnson. Mr. Chalwvman, while I cannot say that
I went to school with Frank, I can vouch for all the rest of
what Senator Millikin Jjust said.

Mr. Kemp. I am beginning to get a little embarrassed here,
sir,

Senator George and members of the committees

My neme 1is Frank A, Kemp, My home is in Denver, Colorado,
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i am President and Geneal Manager of the Great Western Sugar

Company, and Executive Committee Chairman of the American Sugar

‘Beet Incustry Poliey Committee which is composed of represent-

atives of every sugar beet processor and also of the more than
twenty beet grower associations in the. country,

It 1s the duty of every witness before this Committee not
to add to its burden in considering legislatlon before it. In
the hearingé on the Bill before you by the House Committee on
Agriculture, I appeared a a single witness for all five of the
great domestic sugar«produeing and refining groups., 1 appear
here today at the request and on behalf of the same groupss
namely, the sugarcane growers and processors of Loulsiana and
Florida; tho American groweys and processors of sugar beetss
the Assoclation of Sugar ®roducers of Puerto Ricej the Hawallan
Sugar Planters Assoccfiation; and the Unlted States €ane Sugar
Refinors Assoeclatlion which includes in its membexship the large
ms Jority of the refiners of cane suger from Massachusetts through
Georgia to Loulsiana, Texas and Callfornia., I avpear before you
at the request and on behalf of sach of the five groups I have
menticned,

I have agsumed that I should not take the time of this
Committee in simple ropetition of what was sald in the House
rearing but should confine my remarks to the brlefest possible

summary of views which the industry belleves should be exprsssed

to you,
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The Sugar Aot of 19%8 expires at the emd of next year,
However, the probébility or improbabllity of extension will
commenaw to exersiss influence long bqforo the due d@to of ex=
piration, The acreage of sugar beets that will be grown by
sugar beet farmers in 1952 will be determlned in the next few
monthsy declsion as to the acreage of cane to be planted in
Ilorlda, Loulslana, Hawall and Puerto Rico, in 1952, cannot
awalt the concluslon of that calendar year, It is in the vital
lnterest of every ares that legdslative gction be completediin
1951 1in order that there wil)l be no perlocd eof doudbt and une
sartainty that may affeet plantlnge in the industry, the volume
of produetion of any of the‘groups, ¢r necesgary preparatioﬁa
and plans for continuing operating procedures and requirements,
It 13 of tremendous lmportance %o every sugar group that the
decision of the Congrass as to the extension of sugar legisla=
tion be completed thig year. It Iz also of ifwportance that the
Aet ba extended for a torm of years long enough to wmake possible
intelligent planalng by tho Industry and dy those trading with
1t.

Sugar legislation embedying major principles of the Act
under conslderatlon haa beer in effect for 17 years. That long
perind has given full opportunity for famillarity with the law,
1t3 operation and its effects, It has provided a measurs of
needed stabillty €6 the ilindusizy., It has had the effeet of
assurling the production of the required sugar supply. And 1t

\
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has made that supply availadble at prices which certainly have not
been excessive to consumers,

Legislation of the typs of the variou; Sugar Acts must in
1ts very nature include a series of compromlses and concessions
affesting every group, Neilther in the present law nor in the
proposed extension, nor in any of the predecessor acts, has any‘
sugar interest recelived all that it hoped the aet would provide,
Learning from experience, however, the varilous segments of the
industry have come to understand that, in the light of the over-
all advantages of the legislation, pgood judgment dictates thc
accaptance of necessary compromises, It 48 in that spirit that
the various Amepican sugar groups appear before you through me
today.

I wish to emphdsize that the indusiry in great part regog-
nizes that the fabrle of the law 1s one plece, that it makes a
complete and indivisible whole and that, because of the inter-
dependence of its provisions and certain résults, a single sube
Joet, such as for example the sizo of an insular refined quota,
cannot be cut out for separate consideration,

The extension act before you is the product of 10&3 and -
careful consideration by a working group from the Departments
of Agriculture, State, and Interlor. Secretary Brannan's letter
to the Vice President shows that the bill alsc reflects the views
of the Treasury Depariment and of the Tariff Commission, Such

changes as the extension act provides in existing legislation
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are, with only oué exoeption, intended largely to take care
of oconditions and cirsumstances which have develoied since the
Act now in effoct was adopted, I think it quite proper to say
that such changes bring the present law more neaily up to date,

The one substantive change was made by the House Committee
on Agrieulture itself in providing for the first time in the
higtory of sugar legislation in this country a liquid sugar '
guota for the British Waest indies° The granting of eﬁch quota
was intended by the House Committee to relieve certain importers
of molaéses. It should meet their reasonable and practieal
requirements, We think there can be no proposal or justifie
cation for tax avoidance ~- a door that many believe would be
opened through relisf to molasses importations in a manner
other than afforded by the House.

The Sugar Act of 1948 has behind 1t a fine record over the
years it has been in effeet, It has stiumlated production,
It has made for even greater assurence of an adequaey of suppIy
at falr prices, Published statistics on levels of sugar prices
compared with the general cost of living, with figures on the
average cost of all foods, with figures on the cost of partie~
ular commodities, show very elearly that prices have prevalled

on sugar in the United States which have not been excessive to

consumers,

Last Monday in the two hours during which the bill was -

diséussed prior to its passage in the House, no single member
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of the House opposed its anaotp.nt or objected in p:inaiﬁlﬁ
to any of its major prcviaion?. The bill wni passed uﬁquinoublr
and without a dissenting vote,

Mr. Chairman and gentlemen of the Committes, each of the
five great Amerilcan sugar~-producing and refining groups has
direocted me to express to you their joint and aenara%n ondofso~
ment and approval of the blll as passed by the House and their
earnest hope that 1t will receive your early and favorable con=
slderation,

Thank you very much,

The Chairman, Any qgestiona? If not, we thank youw, Mr.

Kemp, for your appearance.
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SUATRMENT OFF PHURMAN ARNOLD,
COUNSEL, AMBRICAN MOLASSES OOMPANYs; ACCOMPANIED
BY F. C. STAPLES, VICE PRESIDENT, AMERICAN
MOLASSES COMPANY, ‘

Mr. Arnold. Mr. Chairman, Mr. Staples 1s here Just to
correct me in case of an unintentional mistake.

The Chadrmen. Yes. You wish to appear, as you advised the
committee, on this bill., We will be glad to hear you.

Mr. Apnold. Mr. Chairman, we in the Amerilcan Molasses
Company have been represented as attempting to carve a loophole
in this Act which will let in huge quantitles of liquid sugar.

T think our problem has been completely misunderstood. The
record 18 exceedingly complicated and I do not see how you
Senators have time to read it. So, I am simply goilng to
sunmarlize the basle elements of the position we take and the
argument we malke,

Flrst, let me make it clear about what our business is.

We import from Barbados about 3/4 of a million gallons of
molagses, edible molasses, aud from Cuba we will import this
year about 1,600,000,

The figures which Mr.Myers Jjust gave you about 37,000 from
Barbadoe are misleading -~ not incorrect -- because the molasses
has Just started to dome in, It was being made during the
previous period, and we expect or we hope to import about

3/% of & million gallons,
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Now, our principal product is Grandma's Molasses, which is |
& blend of Barbados and Cuban molasses, )

It cannot be made with nny other molasses. The reason is
that it has a distinotive taeﬁe traditionally, to which a certain
number of the publiec have been educated sinee early Colonial
days. It makes gingerbread, baked bheans, molasses oandy and
coolles, and all sorts of produots which have to have a distinc-
tive molasses flavor. If we do not have that flavor, we do not
have the market. The merket 18 not unlimited, although 1t is
growing.. It 1s not a large business. However, we are a large
business in this field; we are, I think, about 80 percent in
that partiéular fleld.

Now, Grandma's Molaspes, which is our most important
molasses, 1is made-or Barbados imported molasses. Our lese
popular blends are made by blending Louisiana First Molasses.

But, the backhone of our molasses business, the thing we
advertise and have advertised for 75 years, 1s OGrandma's Molasses.

Now, we can understand the point of the Departmen; of
Agriculture, if we were really trying to 16wer the content of
liquid sugar in such a way that 1t will apply to all liquid
sugars.

But, that 1s not what we are trying to do. We are trying
to lower the impurities in 1iquid sugar only as they apply to

molasses,

Molasses 1s completely distinet from liquid sugar. ILiquid

e
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suger has 1ittle color and small impurities -~ they call them
"soluble non-sugay solids," but that is too hard to say -~
and it is not good for flavoring, it 1s simply a sweetenar.

Orandma's Molasses, this thing to which the public has been
educated his;orically to like, hea a high flavor, an aroma,

a dark color, and it comes not from sugar. Its source is not
sugar, but its source 1s cane Julce., So, 1t is very easily \
distinguishable by color, flavor and source,

We have no diffioulty in telling it apart from liquid
sugar and we do not think that anyone else can have any
difficulty in telling it apart from liquid sugar, &and it 1s
Just that small part, less than a rraqbion of a percent of the
sugar market, which we are interested in,

The intent of the Act, I believe, was not to destroy or
to impalr the molasses business.,

Since 1941 most molasses was allowed 6 percent impurities
and that was made the test. Ve never liked the test because we
do not think we are liquid sugar. Ve think we can be distin-
guished from liquid sugar. But, since 1941, that has been the
test and it has worked pretty well, but today we are most
apprehensive ahd we belleve that within four years we will be
possibly oub of the molasses husiness on this test.

I wish to introduce a letter of which I will read only a
part, to conserve the time of the committee, from Mr. Saar, the

president of the Amerilcan Molassas Company., He says:
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®For the past fourteen years we have been continually

confronted with difficulties in our efforts to continue importa=
tions of faney molasses from the West Indiles, speoifically
Barbados and Cuba, because of the establishment of the eriterion

more than 6% soluble non-sugar solids,

#I have been handling the purchases of West Indies faney

molasses for my company for the past twenty-eight years and to

got the proper faney moigsses for our business, I visit Barbados
and Cuba during Februwary of each year, Last February I cone
sulted with g large number of the producera of faney molasses
in Barbados as to the soluble nonesugayr solids and was Informed
that 1t would be a matter of only two years before they would
be unable to produce fancy molasses containing over 6% soluble
non=sugar solids due to the faect that research work im the cane
fields has resulted in new varleties of cane containimg higher
purity and less soluble nonmsﬁgar solids, I alsc discussed
this matter with our supplier in Cuba, Compania Azucarera de'
Guines, and they made the same prediection, .

"To permit us to continue to import the same type of fancy

molasses that we have been importing for a great many yearg, we
ask that your Committee give consideration to reducing the
soluble non-sugar solids econtent from 6% to 5% with a further
proviso that such molasses when imported shall not be further

refined or improved in quality.

tFor your information, the dutye-paid cost of Barbados faney

[y




faney molasses oontaining 1oas than 6% but more thnn 5’ aa‘
non-sugar solids should pay the sugar exolse tax, uhich wn&ldi 

amount to ¢ per gallon and which would have to be passed along

to the consumer, This amount, when added to the already sube -
stantial cost of the molasses, would further add to the‘burdeni .’
of the consumer, It should be borne in mind that molasses is |
not a luxury produet but i1s a produect of eyeryday houaahoid‘usdy
in 'thc»usands of homes in the United States,®



Now, we have nob had tint to get up a oable frﬁm”!hﬁb.dﬁi;
and Ouba, but I think that we can establish that 1% is the
prediotion of everybody down there that their sugarcane will
soon be improved to the extent that possibly in two years. we
will be unable to get the kind that we want. What we do 10,‘wo~.:: t
shop around for pure sugarcane. |

~ As we see 1t, this Act puts a premium on the raising of
poor sugarocane, | ,

Now, there 1s not any difference between molasses of 5 .
percent and 6 percent -- here are three samples that I have. A
They are identical. No expert could tell them apart. Some m'e.v‘"f
over 6 percent and some under 6 percent and they look Just alike
and they taste Just alike and there 1s no possible way of
telling them apart. _

We say that it is impossible -- it becomes impossible to
import that molesses. The Act will have deptrowed a very
important and well-established business to a great many people;
not large, perhaps, but the use to which this molasses is put,.
outside of household use, is nationwide, in all kinds of food |
products, most of which need sugar, and the only poinf‘in using
it 18 1ts distinctive flavor,

We say that we do not compete with sugar. I think that is
true. Of ocourse, one food product does compete with another.
I suppose if you could not get molasses oandy,‘you might buy

more chocodlate candy. I do not kmow. But that is, I say; not



b1 f

the type of coampetition against which the Suger Act affords
proteotion,

I say that we are a distinctive product. We are recognized,
We are an established business. And this Act, this amendm-nt,
as presently put in there, may put us out of business.

Mr. Myers in his teﬁtimony has many suggestions for our
relief. He says we can put in Iouislana First Molasmes; but
if we do that, then we do not have Grendma's, we have 1ost our
distinctive taste. '

The situation is slightly different in Cuba and 1in
Barbados. In Barbados there is the 300,000 gallon quota, which
I do not think i= géing to take care of us for four years. A
small company 1ike this, two years from now, has no chance of
coming back to Congress and getting Congress to amend the Sugar
Act. |

‘ We say further that as far as the tax or revenue is
concerned, this exoise‘tax, that it 48 absurd to take this
one single food product and impose the tax on it.

Barbados is increasing the purity of the sugarcane. Its
population has 1noreésed and 1t wants to get more and more
production per acre and more from that production, and that is
the reason for this situation, '

| ‘They are engeged in research to improve the product, and
pretty soon there will not be, in our bellef, enough molasses

to meet the needs of our business. No business can survive . .




under the oonstent hazard of lack of source of supply.

Now Ouba, which has a quota, does not help us very much
because the quota for liquid sugar of Ouba is oonfined to about
five or six million, that 1s, all the quota.

Now, we get our molasses from & single mill, but if we
ask that mill to get us in some molasses under the quota, they
are not interested. They make more‘monoy, they say, in refining
sugar. They like to look at their molasses business as something
on top of thexsusar business.,

I suppose that if we added enough financial inducement to
these mills they might allow us some of thelr quotas, as has
been suggested by Mr, Myers, but that will raise the price of
molasses to an unknown extent and, on top of thaﬁ, we would have
to pay the 4-1/2 cent per gallon excise tax which would
subetantially increase the price of a low-cost food item -- and l‘
what 1t would do to our business, I do not know.

We contend that there 1s no reason for so penalizing an
established business, i1l we want to do is to go ahead and
operate as we have been, |

We asked before the House for a large enough quota to ==
I mean, ‘a different one ~- walt a minute. Oﬁr situation 1s
this.

We think that all molasses’should come in free from the
restrictions of the Sugar Act but, to appease the fears of those

who think that would open the door to 1liquid sugar, we suggested




before the House 6 million wine gallons us & limitation and no
further processing; definition as to color and source and &
limitation of 6 miliion gallons,

We now are here with two strikes aguinst us. We have
figured out that we ocan survive on one miliion galions; that is,
one milllon galious of suger under the definition, one miliion
gallons of it with impurities less than 6 percent but more than
5 peroent, that that will take care of' our needs fur‘tho next
four years and we could continue in this business.

Of course, no one is possibliy golng to ref'ine molasées
into sugar. Molasses already costs more than sugar and there
is the pefining charge on top of vhat., But that would, I think,
take care of 1t. L

Mr. Myers in his testimony geve several other suggestions
as to how to take oare of 1t.

He says we cah mix 1t with refinerts syrup, but we cannot
without destroying tha'flavor. Helsaye~there 18 a Barbados
Molasses, Barbados First Molasses of which, as a matter of faot,
there has not been any for muny years., It used to be sold.

He suggested we use the Cuban quota, Well, I vhink I have
already explained why we camnot get the Cuban quote without =«
1L do not know whether we can get them to allow us to use that
quota at ail, but ceriainiy i we could there would be a
tremendous increase of cost.

Senator Millikin., I would like to ask 1f Britvish West
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Indies molasses is synonymous with Barbados molasses.

Mr. Arnold. West Indies molasses inoludes anything from
the West Indies, as I understand it, historically. Is that
correct, M&. Staples?

Mr, Staples. Yes.

Mr., Armold. But our Grandma's Molasses is this historical
concootion (laughter) composed or‘Barbados and Cuban molasses,

I have an objectidén from Mr. Staples to calling it a "his-
torlocal concoction." Personally, I think that would sell a lot
of 1t.

(Laughtexr.)

Now, I think where we falled in the committee of the House
is in the faoct that we d41d not convince them that we are going
to be hurt,

It is perfectly true that we have had no trouble since
1941, except once in 1950, when one cargo was rejected and on
a further test repassed and it went through. Remember, as Mr,
Myers ooncedes, this test is subjJect to 8 percent error.

Mr. Staples. .8.

Mr. Apnold. I beg your pardon, .8 of 1 percent error, and
that i a terrifio risk, when you conslder -- we test it in the
Islands and that ,8 of 1 percent error is a terrific risk, when
you consider that these shipments may amount to as much as
1 million gallons, Is that right?

Mr. Staples- Yes,
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Mr. Armold. Since 1944 we have been getting a1l of 1t by
rigorous inspection in the Islands, by competing for the poorest
sugarcane and we frankly do not see why we should face the next

four years with what, in the opinion of ourselves and the growers

.1n Barbados, is a business which will run short of supplies,

We are not usking that the importation of all liquid uugarl
between 5 and 6 percent be permitted by the Act. We are only
asking that the importation of a very distinob and highly
flavored product called molaspges be exempt to a limited amount.

Mr. Myers says you ocannot tell the difference between
molasses and liquid sugar, but I think he misunderstands the
problem. It 1s true that we cannot -« owr test includes color,
flavor, and use. It also provides no further processing in this
country, -

Mr., Myers says that you can heat it and change the color
or any llquid sugar. That 1e perfectly correct but if you do
that, then you carmelize 1t and you change its flavor, 8o you
destroy its use test and its flavor test.

Mr. Myers says you cannot determine chemiocally, as far as

the source 1s concerned, you cannot determine chemically

whether liquid sugar is manufactured from cane Julce or whether
1t goes through some other process.

That 1s true, but there are all sorts of thinge in the
Revenne Acts and Tariff Acts which are not deteremined chemically.

If we perjure ourselves and eay that this liqguid suger which 1s
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he

aoﬁuulxy not from the source of cane sugar, is from oane julce,
then you have, I think, a better test than even chemical tests.
There is no point in our doing it. It seems to be a por(ootly
legitimate and easy test to make.

So, we are appealing to this committee on behalf of a
comparatively small business which is, we think, in real
Jeopardy over the next four years.

You can read the statement of the American Mqiasaeu
Company and you ocan find that we are making monoy'and‘th;t we
haée done better last year. We have inoreased our profits last
year. But, we are slso sugar refirers and our profits havo‘not
come from the molasses end of our tusiness. The molasses end
is the historilcal end.

Hindsight is better than foresight; even the sugar
refiners undarstood our plight well enough to maks‘uﬁ oconcesgsions,
far more than are in the present Act. |

 We d14d not agree. We thought that our cane was so strong 4

that we oould get our molassen in as something different from
sugar. We lost in the House.

We are now before this committee saying that we think that
our trouble is that we have been misunderstood, that we have been
put in the guise of people trying to carve g loophole in the Act.

We say we are not trying to do that; Wb.aay it is perfectly’
possible to let this business go on, consiatins‘bf the importation
of a 1little over 1 million gallons from Cuba and 3/4 of a million
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from Barbados, and we hope that this committee will consider
our case seriously.

There 18 so much fine print }n these reports that 1t is
difficult for anyone reading them, when he is busy, to get the .
extent of the problem. But I would earnestly ask the members
of this conmittee to read the statement which we did not make
orally but which we filed after Mr, Myers! testimony, by
Milton N, Soof'leld, one of our counsel, wﬁioh appears at page
305 to 307 of the House hearings. I think that our position
1s sunmarized in a page and a half and you oan get the idea
better than from the more extensive reading of all our testimony.

Thank you.

The Chairman. Thank you. Are there any questions by
mentbers of the committee? .

Senator 'Paft. dJudge Armold, there are some figures attached ’
to Mr. Myers! yeport on the United States supplies of edidle
molasses aud‘ayrupb from sugarosne. What is the reason for

the declining supply avellable ror'domeatio consumption of

edible molasses and syrups? VWhy is Barbados molasses down from

1,500 tons in the 1930's to 680 in 19507 What 1s the explanation

-

of that?
Mr. Arnoid. Are those the ilgures for this year? I have
heard that --
Senator Taft., They are attached vo Mr, Myers! statement,

They cover the years 1935 to 1951, inclusive, and they show
. X}
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a steadily decreasing emount of edible molaua.q and syrups, in
total and from each mseparate source.

Mr. Steples. Is this (exhibiting) the chart that you
referred to?

Senator Taft. No. It 1s a table.

Mr. Ar™nold. Oh, this table. Well, the figures for this
year -- well, of course, the Barbados molasses has not started
toou?e in, Mr. Staples informs me thet the American Molasses
Company alone will import 3/4 of a2 million gallons.

Mr. Staples., We have 1t all ordered.

Mx. Arnold. 37,000 tons.

Senator Taft. But, since 1943, there has not been anything
like the amount that was imported on the average before, although a
in one year since 1943 it did go up to 770,000,

Mr. Staples., There was a spell in tho early 19#0'3, during
the war season, when you Just ould not get in the material, the
ships would not bring it in.

Senator Taft. In 1948 there were only 87,000; in 1949
only 155,000,

Mr. Staples. I do not seem to find that table, Senator,
but ~-

Senator Taft. In 1950 it was 680,000 from Barbados,

Mr. Apnold. Those figures represent gallons,

Mr. Staples. I would say that there are a number of factors

that enter into that,
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One factor whioch definitely dld affest the business in
1945, 1946 and 1947 -~ well, as has been stated, there are a

_ number of products, not sugar, that were used to stretoh sugar,

‘They were sugar substltutss and they were not rationed during
the war period.

Among them was u product that we ourselves made., We made
a4 wheat syrup from wheat flour which we sold to bakeries, and
they used a small amount or that material along with their
ratloned sugar to make more baked goods. AR the result of that
usage of material which was not sugar, in place of sugar, I would
pay that the publio became -~ well, they had a little too much
of 1t, with the vesult that our molasses business in 1945,

1946 and 1947, was very, very seriously hurt because people were
fed up with that type of material., They had to use it and they
did notv want to use 1%.

‘nat was one factor. '@hen, during the war, that was when
there existed the inability to bring it in.

Senator Tart., Well, still -- I do not know whether Mr,
Myees hag an explanation -- still, it 18 a very curious table,

he United States supplies of edible molasses and syrups
from sugarcane avallable for domestlc consumption wes around
33 milidon in the 30ts and 1t went all the way up to 49 million
in 1944 and to 58,506,000 in 1946; and then it dropped down to
20 miliion in 1950, the total over-all supply.

My. Staples. Yes, sir, I could not answer that, as to why.,

R e et T
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asm1s Mr. Arold. Mr. Chairman, may we oonsult with the teohni-
clans of our company and file a brief explanation of that?
The Chairman. We would be very glad to have you do so,
.‘l' Judge.
Mr. Arnold. I am afrald we cannot answer it adequately at
this time, Senator. |
The Chalrman. If you can do so as promptly as you could «-
Mr. Arnold. I will get it tomorrow.
The Chairman. Are there any further questions?
The House did a 1little something for you., They did fix
you 300,000 gallone.
Mr. Arnold., It does not take care of our Cuban «-.
[ The Chaimman. No. In point of tonnage, what does that
amount to?
Mr. Staples. That 300,000?
The Chairmen. Yes,

Mr. Stapiea. It runs roughly about 9 pounds of sugar, 8

to 9 pounds of sugar in a gallon, less than 10; but 16 timen
300,000 would be 3 million pounds or 1,500 tons, it would ba'
under 1,500 tons because it does not run as high as 10 pounds
of sugar per gallon,

‘ Mr., Arnold. I think the House misunderstood our Cuban
problem. Our Cuban problem 48 to get the quotas utilized in
our favor.,

The present 1 mill which we do business with does not want
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to use its quota for that, and there is a general disinclination
to go into this limited market, in Cuba gqnarally.

Senator Taft. Well, do yhn Cubans use this quota of
liquid sugar in the molasses? '

Mr, Staples, They put in liquid sugar,

Senator Taft. And what they want.ia sugar, they do not
want the molasses,

Mr. Staples., That is right,

Senator Taft. And the molasses is getting more pure,

Mr., Staples. That is right and that condition is still
going on, it 1s rising more and more and the average that comes
into the Port of New YOrk is 97.3 or 97.4 percent, It was not
too many years ago where 1t ran 96.3 or 96.4 percent. In other
words, the purity of the rew sugar has gore up also and of
course the purity of the material from which the sugar was made L
has gone up. | ' | i

‘Senator Millikin, Is the flavor of Cuban sugar the same
ag Barbados?

Mr. Arnold. All'sugar tastes alike,

Senator Millikin., I mean molasses?

fir, Apnold. No, there 1s a different flavor, and the
combinatlion is what gets this market.

Senator Taft. ilke grandma likes.

Mr., Arnold. Yes, 1like grandma likeé.

Mr. Staples. Not “eoncootion."
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Mr, Arnold. Strike the word "ooncootion."

Senator Millikin. Is the Barbados the chief ingredient?
Mr. Arnold. Is it what?

Mr, Staples. fou are talking about the flavoring?

Senator Millikin. Yes,
Mr,.Staples, I oannit say the amount we use; that 1s a
trade seoret, but it is the one.

Senator Millikin. Is this inorease from the House a
gignificant contribution to the problem?

Mr. Staples. Well, it 1is 300,000 gallons that can came in
not as molasses, Bir, but it ocan ocome in as liquid sugar if 1t
1s below 6 percent.

Senator Millikin., VYes.

Mr., Staples. And we naturally want to bring in molasses.

Mr. Arnold. But it is better than nothing; but it will
not help us very much in our position, erd what we nbed.‘

I do not think there is any denial in the record that this
fear that we have is real. The very faot that so many alterna-

tives have been suggested to us by Mr. Myers who, with all due
respeoct, does not understand the molasses business, shows there
is a real danger, |
Mr. Staples. Last February, the president of our company
vent to Barbados to buy our year's importation of Barbados

Molasses and he spent some weeks down there and i1t was not until

May of this year that he received confirmation from the Barbados
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people thet they could u@ph molasses over 6 peroent tomt
our requirement. There is a great doudbt in many puop‘utuvum '
that thoy oan produce molasses as high as 6 peroent toim:lﬂ o
soluble aonda.

The Chairman. Thank you very much; and supply that infor- E
mation we requested, if you ocan,

My, Apnold. We will gev it in at least the day after
tomorrow.

fhe Ohairman, Is there any other witness who desires to
be heard at this time?
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STATEMENT OF GORDON PIOKETT PEYTON,
ATTORNEY, WASHINGTON, D. C.

Mr. Peyton. Mr. Chairman, I would.

My name is Gordon Plokett Peyton. I would likp the

privilege of addressing you briefly.
I am spokesman for the industrial sugar users, |
In view of Mr., Myers! testimony I would like the privilege -
of filing with the conmittee, certainly by Monday, a sbatement
of our position which I think will clarify some of the statements
Mr, Myers made, ‘ |
The Chairman. You may do o, but we will have difficulty
in taking up this matter after Monday, anyway. |
Semator Millikin. Mr, Chairman, I suggest that he give
us the gist of ﬁ.t now,
The Chairmen. Could you tell us right now what you want
to emphasize? - - | . o
Mr. Peyton, Yes. Pirst, the industrial sugar users m
that I spoke for before the House represents something moro‘ ﬁh‘n
90 percent -- |
The Chairmen, Your testimony is in the House hearings? |
Mr. Peyton., Yes, sir. It represents more than 90 percent |
of all industrial sugar use in the United States. |
Senator Taft, Bakers, primarily?
Mr, Peyton, Well, there are 30,000 bakers that are

represented Ly the Amerlcan Bakers Association. Then, there are
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the bottlers of carbonated beverages, the retail confeotioners,

the chocolate manufacturers -- there were 15 of these associations
altogether that we spoke for.

We ask that the Aot be extonded after 1952 for two years
instead of four on the basis that we thought it proper for

further Congressional review to be made at the end of that
3.year period.

Two, we ask that the two years prior to October 31 -- the
year ended October 31 be used -- the average of those two years!

distribution be used as the minimum below which the consumption
estimate for the next year could not be set.

'

Of course, in those yeers, 1f we follow our present

population trend, necessarily we would use more sugar booauaé ;jg
of the inoreased population.

Before the Sugar Aot of 1948.there was a per cspita limita-

tion in the Aot for the protection of consumersjthat was taken
out in the Sugar Aot of 1948,

We want a floor now put in which would not be as high a rloarﬁ
as a per caplta floor as reflected in the prior Act but would
be a protestion for consumers to insure adequate supplies,
| Now, as Mr. Myers indlcated and as we indlcated before the
House, we have no particular objection to the way the Suger

Aot has been administered in the last four years but necessarily

we feel that the wide disoretion that 1s left to the Secretary

of Agrioulture in fitting these consumption estimates be limitoﬁ
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" proposals are from this group of industrial users and they took

52
by legislative oriterion and that oriterion was the one that
we suggested in the House; that is, this floor and those two

the poeition that they would not oppose the bill in the event
those two proposals were adopted.

The Hbune reports may have given an 1ndioation that thtrc
was more unanimous approval of the bill as presented than o
aoctually existed., I dq not mean that that was in any way
intentional on their part but we did talee the position that we
did not oppose the Hill in the event these proposals could be
inoorporated in it.

Now, the Sugar Act has never been extended for as long a
period as four years except in the instance of the 1948 Aot «=
is that correct, Mr. Myers?

Mr. Myers. I do not remember how long the 1947 Aot was,

© Mr. Peyton. That was three years, I think, znd this in
effeoct represents three years because the Aot does ﬁot oxpiri

until December 31, 1952,

Senator Millikin. So it will be four years ~-- thres years

now.

L[]

Mr. Peyton. Four years. But the Act does mot expire until

December 31, 1952, 8o in effeot this would amount to notifica-
tion of more than a Y-year extension,

Senator M1llikin. That is right, and symmetry of orop

rotation requires some time,




Mr, Peyton. I think that is right, sir, and 1t is owr
thinking that three Qndva helf years would'Po adequate for that
purpose, | | |
The Cheirman, . Well, your full statement is in the House
report?
Mr. Peyton., That is right, sir.
The Chairman. Well, we have before us the House report.
’thero are no questions, we thank you.
Mr. Peyton, Thank you very much,
The Chailrman. Is there any other witness who wiah;s to

be heard on this matter at this time?

(No response.)
The Cheirman. ‘Ir not, thé committee will o into exeoutive
session, |,

(Whereupon, at 11330 ofclovck a.m., the committes retired

-

into executive session.)




